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EXECUTIVE SUMMARY
Background

1. Despite a rich endowment in mineral resources, biodiversity, and land (including
a pristine forest in the hinterland), Guyana is the fourth poorest country in the Western
Hemisphere with a per capita income of US$940 in 2000.1 In fact, its per capita income
(in real terms) is barely higher today than in the mid-1970s. Similarly, despite Guyana's
enviable social indicators in the 1960s and 1970s, today it compares unfavorably with
other countries in the Western Hemisphere.

2. Providing social services to the population and creating a conducive environment
for private sector-led growth and sustainable poverty reduction have proved to be a
challenge for successive Governments since the country's independence. To be sure, a
big challenge facing public expenditure managers in Guyana is how to provide quality
and reliable public services to a population of less than a million spread on a territory as
large as that of the United Kingdom. The distribution and management of public
resources is further complicated by the difficult political and social set-up wherein
political allegiance is largely determined by ethnicity in a country were competition
between the two major-and largely ethnic-based-political parties is rather fierce.

3. Since its independence in 1966, Guyana's economy has gone through three main
phases. The first phase lasted from independence to the late 1980s, when the country
embarked on an economic development strategy characterized by state control of major
productive sectors and financial institutions as well as extensive controls of prices, credit,
and foreign exchange. However, the experiment failed to sustain real increases in living
standards over time. The second phase started in the late 1980s with major economic
reforms following a donor-supported Economic Recovery Program (ERP) that produced
impressive results until 1997. Since 1998 however, the country has entered a third phase,
characterized by a combination of political/social unrest, adverse weather conditions,
floods, terms of trade deterioration, and slow economic growth. The Authorities efforts
are now geared toward ending this phase of slow growth.

4. During the national consultation process that took place in 2001 to underpin the
preparation of the Guyana Poverty Reduction Strategy Paper (PRSP), all segments of the
population reported general dissatisfaction with the quality and coverage of public
services. Although dissatisfaction with public services is not a recent phenomenon in
Guyana, with the return of sluggish economic growth since 1998, the perception that
public expenditures are failing to contribute to growth and poverty alleviation appears to
be growing. Thus, the PRSP consultation process has only helped clarify a public demand
that was incipient for many years.

5. In addition to internal demand for better and more efficient public services, there
is an expectation on the part of Guyana's external development partners that the large
transfers of resources promised to support the implementation of the PRSP and the
important resources to be freed under the Highly Indebted Poor Country (HIPC) program,

Only higher than that of Nicaragua, Haiti and Honduras
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will be adequately allocated and managed to achieve growth and poverty reduction. In

fact, policy dialogue between Guyana and its external development partners indicates that
increase external financing will largely depend on the Authorities' ability to effectively
implement programs to improve public resources management and improve the business

environment in order to achieve sustained private sector-led growth. Some major donors

are increasingly contemplating budgetary support as an alternative to specific project-

related loans; and they see sound public expenditure management as the sine qua num for

such support to the Government budget.

6. In this context, the main objective of this Public Expenditure Review (PER) is to

analyze public expenditures with the aim of (a) gaining a better understanding of the

structure of Government's budget and the processes leading to its preparation and

execution, and (b) assisting the Government in reorienting policies, institutions, and

expenditures to achieve private sector-led growth and better services to the poor. This

PER exercise started in 1999 and a draft report was sent to the Government in June 2000.

In the absence of reaction on the earlier draft report, the exercise stalled. The report has

been redrafted with a view to arriving at a finalized PER that provides an analytical

underpinning to the Country Assistance Strategy (CAS) and to World Bank-supported
Programmatic Adjustment Lending operations in Guyana.

Expenditure Structure and Fiscal Risks

7. Despite successful efforts on the part of the Authorities at controlling and better

managing public expenditures, the latter remain a very large component of the economy.

Central Government expenditures as a share of GDP declined from an average of 57.6

percent during 1989-91 to 47.6 percent in 2001. The bulk of the reduction in

Government expenditures as a share of GDP came from sharp falls in capital

expenditures especially in 1998 and 1999, falling interest payments as a result of a better

control over fiscal aggregates and debt restructuring, and a decline in transfers-mainly a

result of the privatization program. Despite the decline however, the ratio of public

expenditures to GDP is larger than in most comparable countries.

8. The analysis of central Government expenditures by the functional classification

revealed three interesting phenomena. First, expenditures on "General Public Services"

as a ratio to GDP fell substantially from 1989 to 1998 before resuming an upward trend.

The decline and subsequent increase were largely driven by General Administration,

although the other component of General Public Services, namely Defense-Public Order

and Safety, has also increased since 1999. Second, "Other Functions" (namely Financial

Transfers and Interest payments) have declined significantly since 1989. As a share of

GDP, they now represent less than half of their levels during 1989-92. The decline is

attributable to significant improvements in both Interest Payments and Financial
Transfers. From their high level of 11.3 percent of GDP in 1990, Financial Transfers

have been gradually and markedly reduced thanks to the privatization program that

limited the need for subsidy to ailing public enterprises. Successive debt restructuring

programs have helped reduce interest payments from 18.5 percent of GDP per year

during 1989-91 to less than 10 percent of GDP in the late 1990s and early 2000s. Third,

after a marginal increase in the early 1990s, "Social Services" as a share of GDP
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remained flat for much of the 1990s before experiencing a sharp increase in 2000-01. In
fact, the share of Social Services in total expenditure has more than tripled compared to
the 1991 level. The bulk of the increase in Social Services occurred on account of the
HIPC program (especially in the areas of education and health) which requires that
resources freed under the debt relief program be spent in the social sectors and/or on
poverty reducing projects.

9. The size of the Public Sector Investment Program (PSIP) is projected to increase
to an average of nearly 17.7 percent of GDP during 2002-05 compared to 13.5 percent
during 2000-01. The projected PSIP for 2002-05 is high not only compared to recent
years' levels but also compared to historical levels. Part of the projected increase for
2002-05 will benefit Social and Economic Services, especially with the construction of a
new sugar plant. It should be noted that while the PSIP provides information on total
costs of projects broken down by financing source, the selection of projects included in it
is underpinned by little analysis of costs and benefits. In addition, there is no attempt at
calculating the recurrent cost implications of projects. Nonetheless, the expectation is
that if the projects included in the PSIP are adequately funded and implemented with
adequate levels of technical and institutional capacity (including sound and transparent
procurement processes), they will go a long way in reviving economic growth and
reducing poverty in Guyana.

10. Although significant progress has been made and fiscal sustainability is likely to
be secured under the HIPC program, there are three major potential risks threatening
fiscal sustainability. First, the civil service unions are pressing for large ad-hoc wage
increases in spite of the sizeable wage increases granted in 1999 and 2000. Their
demands could put pressure on the budget and perhaps lead to an increase in the fiscal
deficit. Second, fiscal sustainability can be threatened by Government guarantees for
large private investments (such as the proposed bridge over the Berbice River). Third,
fiscal sustainability can be threatened by heavy leakages in the tax system and large tax
exemptions given on a discretionary basis.

Institutional Arrangements for Budgeting: Linking Policy, Planning, and Budgeting

The Budget Process

11. The preparation of Government's budget has improved over the past few years.
Budget and planning units have been created and/or strengthened in selected ministries
and agencies. A few ministries now do attempt to integrate capital and current
expenditure budgeting. Expenditure allocation to social sectors has been significantly
improved and special budget codes have been established to identify expenditure items
that have a poverty reducing function thus facilitation their tracking.

12. Elements of multi-year budgeting are in place. In the past two years, the
Authorities have made significant progress at grounding the annual budget in a medium-
term program as articulated in the recently published PRSP.2 The PRSP has in fact

2 The PRSP itself benefited from the extensive work that underpinned the National Development
Strategy which was first issued in 1997 and has a ten-year planning horizon.
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reinforced the tradition of setting the capital budget within a three-year rolling PSIP with
projections extending for two years beyond the current year. Three-year fiscal programs
continue to be developed by the Government and monitored by the International
Monetary Fund (IMF). It is also worth noting that several Ministries have multi-period
strategic plans that form the basis for their annual budget submissions.

13. However, at the preparation stage, the budget process still suffers from a number
of weaknesses. First, a number of intermediate steps which are required to set the budget
within a real forward-looking medium term expenditure framework are not followed.
Estimates for future years are not discussed jointly with the current year's budget, and
future fiscal implications of current year policy decisions are not systematically discussed
during budget preparation. Moreover, the macroeconomic implications of sectors'
budget submissions and the overall budget is not systematically known. In fact, the
budget circular gives no information on projected growth rate, exchange rate, inflation
rate, interest rate, wage increases and other employment issues.

14. Second, the current and capital expenditure budgets are prepared separately,
without planning for future recurrent costs (such as operation and maintenance)
associated with investment projects, although some progress has been made recently in
some spending agencies (such as the Ministry of Health) at integrating the planning of
current and capital expenditures.

15. Third, the budget is often presented to Parliament with significant delays. Belated
presentation of the budget to the Parliament means late approval of the budget, which in
turn encroaches on budget implementation and eventually undermines overall budgetary
performance. Moreover, budget approval by Parliament is largely perfunctory, although
the Parliamentarians often engage in vigorous debates. Perhaps because the budget does
not provide adequate information on project selection and scope or implementation
benchmarks, Parliamentarians spend an inordinate amount of time querying about
movements in the budgetary line items instead of concentrating on programs and their
potential development impact. In fact, for the past fifteen years, all of the "Estimates as
Presented" have been passed without any amendment by the Legislature.

16. At the implementation stage, the budget process suffers from a cumbersome
arrangement for the release of funds. Along with their requests for monthly releases,
agencies have to submit a work plan and a monthly cash flow projection for each
program, which are used by the ministry of finance as a guide for releasing funds. The
requests must include the balance on releases for the previous month and the additional
amount required for meeting the current month's expenditure.

17. The present arrangements for tendering and procurement are also archaic and
cumbersome, and add to the frustration experienced by accounting officers and program
managers during budget implementation. The major complaint has been the very low
limits beyond which tendering is required. These limits have remained unchanged since
1991. Also, due to the perennial late approval of the budget, procurement activities can
take place generally only during the last three quarters of the fiscal year. Thus,
procurement activities are carried out in a hurry, leaving little time for (already weak)
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checks and balance mechanisms to operate. Not surprisingly, there is a perception of
impropriety and questionable practices employed in the process of tendering and
procurement. It is hoped that the Authorities' on-going attempt at reforming the public
procurement framework will yield meaningful results.

18. Budgetary outcomes are characterized by a heavy reliance on contingency and
other supplemental funds on the one hand, and significant deviations between voted
budget and executed budget on the other hand. Expenditures financed by the
Contingency and other Supplemental Funds represented an additional 27 percent of
expenditures on average during 1996-2001 with a peak of 43 percent in 1997. During the
period 1995-2001, on average, expenditure outtums were lower than originally budgeted
by 3.3 percent. Lower-than-budgeted expenditures are generally a response to lower-
than-forecast revenues.

Improving Budget Preparation and Execution Processes

19. To improve the budget process, a new Budget Manual was issued in 1998 but has
not been implemented. The new manual laid out in precise details, the periods for
initiating and concluding different phases of the budget cycle. The new manual proposed
a new budget cycle. However, the proposed budget cycle has never been implemented,
and budget presentation and implementation in the post-1998 period have not been
significantly different from what existed before 1998.

20. The Authorities may want to consider the following reform proposals if they are
to meaningfully improve the process of preparing and executing the budget.

* The budget should be prepared within a national development program and a multi-
year rolling expenditure framework (such as the medium term expenditure framework
successfully tried in many countries).

* The processes of budgeting for current and capital expenditures should be integrated
so as to improve the efficiency of resource allocation and ensure adequate levels of
operation and maintenance for essential public infrastructure and services. The
integration of current and capital expenditures budgeting could be done in a phased
manner. In a first step, a medium-term recurrent expenditure rolling framework
should be prepared with estimates of 3-year current expenditures that are credibly
linked to the PSIP. In a second step, agencies would be required to submit one set of
estimates, and with only one quantitative expenditure limit for each agency. In a third
step, the Authorities would move to eliminate any remaining legislative separation,
and absorb the State Planning Secretariat staff fully into the ministry of finance.

* The capacity of the Ministry of Finance for economic modeling and forecasting
should be strengthened, and the Budget Office should have a critical mass of
economists/budget officers to liaise with sectoral ministries. Given the existing
resource constraints, the critical mass could be achieved by merging the State
Planning Secretariat and the Budget Office-in line with the first step of the previous
recommendation-rather than recruiting new staff.
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* A new budget preparation timetable should be implemented. For the budget to be
approved before the beginning of the fiscal year, the budget preparation process
should start in earnest during or at the end of the first quarter of the preceding fiscal
year instead of the beginning of the third quarter as is currently the case.

* The frequency of fund releases should be changed from monthly to quarterly.
However, in order to ensure adequate control, it is recommended that monthly
expenditure reporting be maintained even under the proposed quarterly cash release
system. In the same spirit of seeking to strike the right balance between flexibility
and control, the Authorities could introduce more flexibility in budget management
by allowing agencies to decide on financial movements between charts of account of
the same program budget without prior permission from the Ministry of Finance,
while ensuring that financial movements between programs continue to require
adequate control.

* Clear rules and procedures should be established to frame the circumstances under
which the contingency and other supplemental funds can be used. The Authorities
may want to consider applying a limit to the total amount that can be spent from the
Contingency fund during the whole fiscal year. An alternative option could be to
have the Contingency fund operate as a fiduciary fund which is empty at the
beginning of the fiscal year. During the course of the year, if an emergency arises,
the Cabinet would convene to decide whether the situation warrants the use of the
Contingency fund, evaluate the resource needs, and take a Cabinet decision to move
resources from the Consolidated fund to the Contingency fund by applying an
assessment on agencies' regular budgets (selectively or across the board).

Strengthening Budgetary Control and Accountability

21. Holding the Executive accountable is fundamental if fiscal policy and expenditure
management are to be sound. The Authorities have made progress in strengthening the
audit process by providing increase resources for the timely completion and public
dissemination of independent audit reports of public accounts. In addtion, constitutional
reform measures have been implemented to enable the Auditor General to present his
report directly to the Speaker of the National Assembly.

22. The Authorities should consider implementing the following additional reform
proposals to improve control and accountability in public expenditure management in
Guyana.

* The National Assembly should be equipped with adequate staff and information to
undertake a thorough examination of the Budget Estimates and provide proper
oversight of the budget, indeed of all economic and financial matters, as elaborated in
the Country Financial Accountability Assessment (CFAA).

* Consultations with other stakeholders should be deepened during budget preparation,
and dissemination of budgetary outcomes to the larger public should be introduced,
building on the current practice of (a) limited consultation with civil society and the
private sector and (b) public dissemination of approved budgets.
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* The recent constitutional changes to reinforce the independence of the Auditor
General must be complemented with measures to improve the institutional and
technical capacity of the Auditor General's Office.

* The Public Accounts Committee should be given the power to summon any officer
before, during and after the submission of the Auditor General's Report. It should be
given its own financial and technical resources to conduct investigations.

* The reporting requirements for the Civil Service Commissions (for appointments and
promotions) to the National Assembly should be strengthened. More generally, the
Authorities may also want to consider implementing an Accountability Framework
along the lines of a recent proposal made under the Guyana Economic Management
Program (GEMP). The proposal lays out the responsibility of the various offices and
public officers involved in budget implementation.

* To provide powerful internal checks and balances within the Executive while at the
same time, strengthening public finance managers' capacity and confidence to face
external checks and balances, the technical capacity of the Accountant General
Department should be strengthened and its functions expanded to encompass the
management of risks associated with resource management. The Accountant General
Department should also lead the reporting of budgetary results to Parliament.

Reorienting Sectoral Policies and Expenditures

23. The report assesses sectoral policies and expenditures in four broad areas: health,
education, poverty programs, and infrastructure. It focuses on how policies, incentives,
and budgetary allocations can change to improve economic efficiency and provide the
poor with better access to higher-quality services.

Health

24. The historically well-performing health system in Guyana saw substantial erosion
in the 1980s-a period of severe under-funding and widespread departure of staff with

critical skills. The erosion of the system, combined with continuing problems in

accessing clean water, sanitation and garbage disposal led to substantial decline in major
health indicators.

25. The Government has designed a reform program to address some of the problems
in the health sector. The components of the reform program include: increasing public
spending on health, restructuring the public service delivery system, building capacity in
the ministry of health, and strengthening vertical programs such as immunization.

26. To improve the chances that the reform program will be effective in improving
access to adequate health care, the Authorities should consider the following
recommendations. First, health expenditure targeting should be improved. For example,
evidence indicates that the poor, suffer disproportionately from communicable diseases,
and hence would benefit the most from a better control of those diseases. On the other
hand, spending public resources on hospitals is necessary for protecting the poor from the
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catastrophic costs of tertiary or chronic care, especially as the poor use public hospitals at
higher rates than the non-poor.

27. Second, the reforms should take the role of the private sector into account-both
structurally and financially-and strengthen the complementarities between public and
private provision. Specifically, the Government should take advantage of the willingness
of users to pay for certain services, and use the opportunity to free up public resources for
those goods which private individuals either cannot or will not pay for. Third, while
creating the conditions for increasing the contribution of the private sector, the
Government should better perform key public functions such as regulation, quality
control, consumer safety, monitoring, evaluation, disease surveillance, and licensing.
Finally, the Government will need to engage in intensive consultation with beneficiaries
and other stakeholders to ensure the successful implementation of the proposed reform
program.

Education

28. Education expenditures and school enrollment ratios (at least at the primary and
secondary levels) in Guyana appear to be quite satisfactory. Public expenditures on
education as a share of GDP have increased from 4.5 percent in 1989 to an estimated 9.3
percent in 2001, which is much higher than the regional average of about 4 percent.
Primary school enrollment rates are high at 98 percent (in fact, primary school attendance
is compulsory in Guyana) and the secondary school enrollment rate of 64 percent is quite
respectable for a country with Guyana's level of income.

29. Although the large expenditure increases since 1991 have resulted in improved
coverage nationwide, there remain significant disparities across regions and income
groups. The regional allocation of public spending shows a distinct pro-rich bias-a bias
that has not changed much for the past decade. Other problems facing the education
system include lack of adequate incentives for teachers, inadequate arrangement for
school management, and dearth of reliable sector-level data.

30. To improve education coverage and quality at all levels and for all income groups,
the Authorities should consider a number of steps, including: (i) recognizing the
importance of teachers' role by giving them more voice in school management, by
designing sensitization campaigns that boost teachers' social status, and by financially
rewarding them for achieving predetermined, measurable goals (either in terms of input
variables, like teachers and students attendance, or in terms of outcome variables, like
exams results or average grades), (ii) improving school level management through
decentralization to the community level, (iii) disseminating information on successful
community experiences in reducing absenteeism, or in encouraging school-level awards,
(iv) allocating more resources to the poorer regions, especially Regions 1, 8, and 9, and
reallocating funds from General Secondary Schools towards Community High Schools
and "Primary tops" schools, and (v) evaluating the equity impact of subsidies to the
University of Guyana to see if student fees can be raised.
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Targeted Poverty Alleviation Programs

31. The incidence of poverty in Guyana is high and unevenly distributed across

geographical areas. According to the Living Conditions Survey (LCS) of 1999, 35

percent of Guyana's population is poor, and 21 percent extremely poor. In the rural areas

along the coast and in the interior, the incidence of poverty is nearly universal, at 92.5

percent, whereas poverty rates in urban areas, and Georgetown in particular, are

considerably lower, at about 16 percent. Most Guyanese of Amerindian descent are poor.

32. The two main Government poverty alleviation programs are the Social Impact

Amelioration Program (SIMAP) and Basic Needs Trust Fund (BNTF). Under both

programs, the decision to award a grant is made by ranking project requests, among other

things, according to location with the help of a poverty map based on the 1993 Household

Income and Expenditure Survey (HIES)/Living Standards Measurement Survey (LSMS).

However, the amount of resources going to regions is not well correlated with the

numbers of poor in those regions, and the hinterland regions appear to be particularly

under-funded. This bias may reflect higher transportation and transaction costs in the

hinterland regions. However, there is room for improving the equity in the allocation of

targeted poverty programs. In fact, the distribution is improving. Based on projects

already approved or in the pipeline, regional disbursement projections show a much

smaller variation in benefits per poor. Both the SIMAP and BNTF programs appear to be

working fairly well with relatively low administrative costs, and are able to disburse

funds quite well without any evident mis-procurement problems.

33. The design of the programs, including their focus on small-scale infrastructure
projects, is appropriate given Guyana's level of development and implementation

capacity. However, given the similarity between the two programs, the feasibility of

merging them should be explored in order to further reduce administrative costs and

facilitate better targeting. Also, the poverty map on which project approval decisions are

based should be updated using data from the 1999 LCS.

Infrastructure

34. Good infrastructure services are not only necessary to encourage private

investment in productive areas but can alleviate the hardship faced by the poor in the

short-term and contribute to increasing their income-generating capacity. However, in

spite of recent achievements, Guyana's infrastructure is still weak. Frequent breaches of

sea defenses pose a major risk to settlements and economic activities on the fertile lands

of the costal strip. The road network suffers from inadequate maintenance and some of

the potentially productive areas of the country are outside the existing road network. The

poor quality of water has led to the prevalence of water borne diseases in many parts of

the country. Squatter settlements on Government-owned lands have become a major

problem.
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Sea Defense

35. Although the sea defense system has helped protect the low-lying land from
flooding, it has suffered from neglect and low maintenance over the years. Most of the
concrete structures are between 25 and 65 years old and in need of rehabilitation and
upgrading. Expenditure allocations to sea defenses have been less than adequate. In fact,
the Government budget allocated to the maintenance of the sea defense system fell from
US$621,000 in 1994 to $216,000 in 2001. This trend is in stark contrast with the
findings of a 1993 Government-commissioned study that estimated the financial needs
for adequate maintenance and management of the sea defense system at US$3 million
annually.

36. There is a need to ensure that sufficient resources for future maintenance and
emergency works are available, that the maintenance activities are carried out in a cost-
effective manner, and that local communities play a role in monitoring and preventing
potential breaches to sea defenses. The possibility for the Government to enter into a
long-term maintenance contract with the private sector needs to be explored. At the same
time, the local private sector could be provided with technical assistance to improve their
chance of being able to successfully bid for construction or maintenance contracts. Given
the strong public good nature of sea defense activities, the Government will have to
continue to play an important role in financing such activities. Local communities should
play a greater role in monitoring potential breaches and protect against the theft of rocks
from sea defense infrastructures.

Drainage and Irrigation

37. In order to ensure an adequate level of agricultural production, the fertile land
along Guyana's coat is protected by a fairly extensive infrastructure for irrigation and
drainage as well as for flood control. This important hydraulic infrastructure, which is
publicly owned, is presently in a state of serious disrepair and neglect. Under a new law,
an Authority with wide powers over drainage, irrigation, and flood control activities is
entrusted to promote the involvement of water users, local Governments, and the private
sector. The new Authority can delegate to water user associations the responsibility to
provide services for the management, operation, and maintenance of the drainage,
irrigation, and flood control systems. In fact, a pilot scheme in Region 5 where farmer
associations are now responsible for the O&M of certain canals holds promise.

38. Government assistance to help establish and strengthen water user or farmer
associations would have a strong positive effect on the effectiveness with which drainage,
irrigation and flood control activities are carried out. If the reforms are successful, and
water user associations are strengthened sufficiently to be able to carry out all O&M
satisfactorily, the Government's future role will be mainly to subsidize activities relating
to flood control and to provide grants and loans for D&I rehabilitation.
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Water and Sanitation

39. Even though Guyana's raw water sources are abundant and generally good,
reliability of water services and water quality are poor. Following efforts by the
Government and substantial financial and technical assistance for water infrastructure,
about 92 percent of Guyana's population has access to piped water supply-similar to
countries such as Brazil with substantially higher income levels. However, water is
available a few hours a day typically, and water testing carried out in 1999 showed that,
in many cases, water quality did not meet international standards. Also, because of
limited or no access to sewerage facilities for most households, there are serious
sanitation issues like poorly designed on-site sanitation, uncontrolled dumping of sludge
from septic tanks, inadequate solid waste disposal and poor maintenance of surface
drains.

40. The Government has developed a comprehensive reform program which has four
main components. First, the two former water utilities have been merged into a single
national public company (Guyana Water); and the management of the new company has
been contracted out to the private sector with the requirement for a special strategy to

handle hinterland water supply and sanitation issues. Second, a full cost recovery
strategy has been designed for the sector to achieve financial sustainability through

higher tariffs and reduced wastage while directing subsidies to the poorest households.
Third, a sector investment program has been designed to rationalize existing production
facilities to lower operating costs, introduce water treatment and disinfection along with
rehabilitation and expansion of the transmission and distribution networks, and provide
universal access to water supply by 2007. Finally, a new legal, institutional and
regulatory framework has been created through a new Water Bill, including the
introduction, for the first time, of national water quality standards and a National Water
Council to direct water resource management policy.

41. Other areas requiring additional action include: (i) ensuring that connection policy
and pricing arrangements implemented by the private operator do not serve as a barrier to
access for the poorest consumers; (ii) utilizing a poverty map and transparent criteria to
identify and prioritize communities for selection of rehabilitation works and for
investments to increase access to water supply; (iii) ensuring that the proposed Hinterland
strategy is based on developing appropriate community-based operation and maintenance
schemes and building capacity at the local level; (iv) developing a targeted hygiene
promotion campaign, including the integration of hygiene education into primary
curricula at the national level, and (v) ensuring that a fair and transparent process is used
to evaluate staffing needs and staffing selection for the new water company.

Roads

42. Guyana's road network stretches 1610 miles in length. About one-fifth of the
network is composed of primary roads, another fifth of feeder roads, and the remainder of

interior roads and trails. Much of the road network is in poor condition. Improving
overall maintenance and rehabilitating selected roads and bridges could lower the cost of
transport substantially and spur economic activity in several geographic areas.
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43. There is an urgent need to improve preventative maintenance as well as undertake
some hitherto neglected maintenance works. Given budget constraints faced by the
public sector, adequate maintenance would require identifying and implementing cost-
recovery mechanisms. One option is concessioning out the maintenance of most bridges
as well as selected roads to private operators and users. The concessionaires would
operate and maintain the infrastructure to certain standards and be allowed to charge
regulated user fees. If necessary, the concession could also include Government
financing-possibly donor funded-for investments. Another option-one that could
complement the concessioning option described above-is for donors to link
disbursements of funds to improvements in outcomes, such as reductions in travel costs
from improved road maintenance. In fact, the Government could enter into a similar
contract with the private sector, making its disbursements for any Government-financed
investments conditional on improvements in outcomes. Of course, these options will
require adequate monitoring.

Housing

44. Unlike many developing countries, Guyana does not suffer from rapid population
growth, massive rural-urban migration, or a shortage of land near employment centers;
yet, the country suffers from a serious housing problem characterized by large-scale
squatting, unfit dwellings, and deteriorating urban neighborhoods. An estimated 20
percent of the population of Georgetown is now squatting. Outmoded and cumbersome
laws and legal procedures are primarily responsible for Guyana's housing problems
today. For example, the development of raw land into individually titled residential lots
requires a long chain of sequential actions by various administrative entities.

45. Recent Government housing policy has concentrated on the divestiture of
Government-owned lands, squatter area upgrading, and crisis response in depressed
areas. In fact, with the support of the IDB, the Government has recently committed to
implementing a low-income settlement program. Among the many actions being
considered by the Government, the following are likely to be particularly important for
resolving Guyana's housing problem: strengthening the processes for land use planning
and for approving land development; auctioning raw land to developers; modernizing
legislation for land-use planning and development regulation; strengthening and
reorganizing the Central Housing and Planning Authority along its main lines of
business, putting in place effective information and financial/accounting systems, and
ensuring the effective functioning of the recently established one-stop shop for
developers and households. To ensure that providing titles to squatters does not
encourage increased squatting, the Government needs to be firm in promptly removing
any new squatter settlements. Also, to avoid perceptions of favoritism and corruption in
allocating the new lots with infrastructure services and titles, procedures for allocation of
titles need to be open and transparent.
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Matrix of Recommendations

Problem to be addressed |Recommendations

Overall Budgel Structure and Aggregate Public Expenditures
Aggregate expenditures (as a percentage Aggregate expenditures should be controlled by:

of GDP) are still large * being selective on the kinds of services to be provided by
Government and the kind of investment projects included in the
public sector investment program

* raising user fees selectively, encouraging private provision of
certain services, and developing a framework for private
participation in infrastructure

Fiscal deficit are high, and Fiscal sustainability should be secured durably by:
macroeconomic stability is threatened * being very selective in granting Government guarantees to private
by high level of indebtedness and enterprises
emerging risks of contingent liability * removing discretionary tax exemptions that reduce fiscal revenues,

and strengthening revenue collection capacity
* better controlling the civil service wage bill

Institutional Arrangements for Budgeting: Linking Policy, Planning, and Budgeting
Budget is often presented to Parliament Improve the budget process by:

with significant delays; fund release * Issuing the budget circular during or at the end of the first quarter
mechanism causes delays in project of the preceding fiscal year and passing budget prior to the start of
implementation the year

* Strengthening the capacity of the Ministry of Finance for
Current expenditure budget is not fully undertaking economic modeling and liaising with sectoral

set within a forward-looking rolling ministries
expenditure planning framework * Preparing the budget within a national development program and a

multi-year rolling expenditure framework, and developing sectoral
The current and capital expenditure plans with output targets

budgets are prepared separately, * Establishing clear rules and procedures to frame the circumstances
without planning for future recurrent under which the contingency and other supplemental funds can be
costs associated with investment used
projects * Integrating the processes of budgeting for current and capital

expenditures
* Changing the frequency of fund releases from monthly to

quarterly, while maintaining monthly expenditure reporting

Deficiencies in accountability Improve accountability by:
mechanisms have reduced pressure to * Strengthening the capacity of Parliament (with adequate staffing
deliver performance and carry out and information) to undertake a thorough examination of the
maintenance activities Budget Estimates and provide proper oversight of the budget

implementation
Lax financial controls result in increased * Deepening the consultations with other stakeholders during budget

project costs and mismanagement of preparation, and enhancing dissemination of budgetary outcomes
funds * Implementing an Accountability Framework along the lines of a

recent proposal made under the GEMP
Lax controls on hiring have resulted in * Strengthening the capacity of the Accountant General Department

over-hiring and morale problems in * Better controlling recruitments and staff movement between
the civil service recruitment regimes, and speeding up decisions by Services

Commissions
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Reorienting Sectoral Expenditures Policies to Better Serve the Poor:and Generate Economic Growth

Health
Substantial decline in health indicators * Focus public expenditures on services that the market will not

during 1980's provide, such as health education, treatment of communicable
Modest recovery recently thanks to diseases, and some hospital services

increased resources * Improve resource allocations to public providers and enhance their
Serious capacity and structural problems autonomy to improve access and better target poorer regions

persist * Introduce user fees selectively
* Involve private sector in planning, and strengthen the

I__ complementarities between the public and private health systems

Education
Large decline in quality followed by * Allocate more resources to the poorer regions, and reallocating

some recovery funds from General Secondary Schools towards Community High
Many unqualified teachers Schools and "Primary tops" schools,
High expenditures per student * Expand capacity of secondary school system
Inequities across regions * Recognize the importance of teachers' role by giving them more

voice in school management, by designing sensitization
campaigns that boost teachers' social status, and by financially
rewarding them for achieving predetermined, measurable goals

* Improve school level management through decentralization to the
community level,

* Disseminate information on successful community experiences in
reducing absenteeism, or in encouraging school-level awards

* Evaluate the equity impact of subsidies to the University of
I__ _ Guyana to see if student fees can be raised

Tar}eted Povertv Alleviation Programs
Design of SIMAP and BNTF is * Maintain adequate funding for poverty-reducing programs and

appropriate: focus on small scale social services while improving implementation capacity
community infrastructure, reliance on * Improve the equity in the allocation of targeted poverty programs
NGO's, low administrative costs by paying increased attention to targeting the poor by removing

However, some poor regions, obstacles to receiving and processing requests from hinterland
particularly in the hinterland, are areas
under-funded (i.e., funds are not * Consider merits of merging SIMAP and BNTF
commensurate with importance of
poor population)

Sea defenses
Severe deterioration in many parts * Improve supervision and monitoring of programs

mainly because of neglected * Strengthen capacity of local contractors
maintenance * Increase funds for maintenance by adopting a sustainable cost

Attempts at rehabilitation met limited recovery mechanism
success * Consider private long-term maintenance contracts

* limited local capacity * Rely on local communities for monitoring
* high risks for foreign contractors
* limited Government management

capacity

Roads
* Poorly maintained road network as a * Consider awarding private concessions for bridges and selected

result of weak institutional capacity roads
and underfunding for operational * Accompany with user fees (selectively)
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maintenance work * Establish standards for private contractors bidding on public
Gross undercoverage of certain parts projects
of the country * Consider linking donor disbursements to improvement in

outcomes

Drainage and Irrigation
D&I infrastructure is in disrepair * Implement the proposed new legislation
Complex and inefficient legal and

institutional structure
Lack of capacity and incentives for * Seek technical assistance to strengthen institutional capacity

public officials to maintain
infrastructure

Limited private sector involvement * Ensure balance between public and private members in the D&I
Board

Water and Sanitation
Good water coverage * Expand the functions of the public utilities conunission to include
However, the regulation of water and sewerage services
* water is available only a few hours a * Utilize a poverty map and transparent criteria to identify and

day prioritize investments to increase access to water supply
* water quality fails international * Ensure that the proposed special strategy to handle hinterland

standards water supply and sanitation leads to building capacity at the local
level

* Ensure that a fair and transparent process is used to evaluate
There are serious public health and staffing needs and staffing selection for the new water company
environmental sanitation due to poorly * Ensure that the performance of the private Management of Guyana
designed on-site sanitation, uncontrolled Water is evaluated based on profitability and access to quality
dumping of sludge from septic tanks, water services criteria
inadequate solid waste disposal and poor * Ensure that connection policy and pricing arrangements do not act
maintenance of surface drains as a barrier to access for the poorest consumers

* Develop a targeted hygiene promotion campaign

Housing
Serious housing problem * Strengthen development approval process
* large scale squatting, unfit * Auction raw land to developers

dwellings * Modernize land-use planning legislation
* Outmoded and cumbersome laws * Establish financial/accounting systems

and legal procedures * Ensure effective functioning of one-stop shop for developers and
* land development process very households

lengthy I_I





1. COUNTRY CONTEXT, BUDGET STRUCTURE, AND
FISCAL RISKS

I. BACKGROUND

A. Socio-Political and Economic Background

1.1 Despite a rich endowment in mineral resources, biodiversity, and lands (including
a pristine forest in the hinterland), Guyana is the fourth poorest country in the Western
Hemisphere with a per capita income of US$940 in 2000.1 Over the years, the country
has lost ground. In fact, its per capita income (in real terms) is barely higher today than
in the mid-1970s. Similarly, despite Guyana's enviable social indicators in the 1960s and
1970s, today it compares unfavorably with other countries in the Western Hemisphere.

1.2 Providing social services to the population and creating a conducive environment
for private sector-led growth and sustainable poverty reduction have proved to be a
challenge for successive Governments since independence. To be sure, a big challenge
facing public expenditure managers in Guyana is how to provide quality and reliable
public services to a population of less than a million spread on a territory as large as that
of the United Kingdom.

1.3 The allocation and management of public resources is further complicated by the
difficult political and social set-up wherein political allegiance is largely determined by
ethnicity in a country were competition between the two major and ethnic-based political
parties is rather fierce. The country's population is made up 48 percent of Guyanese of
East-Indian descent, about 30 percent of Guyanese of African descent, 8 percent of
Guyanese of Amerindian descent, and 14 percent of mixed race and others. Much of the
population live on a narrow strip of land on the coast, with a small rninority of the
population-mainly Ameridian-living in the hard-to-reach hinterlands. There are two
main political parties in Guyana: the People's Progressive Party (PPP) and the People's
National Congress (PNC); and ever since the PNC broke away from the PPP in 1957,
there has been competition between the two major political parties. The PPP, which has
been in power since October 1992, attracts support primarily from the Guyanese of East
Indian descent, and is mainly associated with the agricultural and most industrial sectors
of the economy. The PNC, which was in power from 1964 to 1992, attracts support
primarily from Guyanese of African descent who tend to be found in the civil service and

I Only higher than that of Nicaragua, Haiti and Honduras
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other professions, with a significant exception being the mining company Linmine, based
in Linden, a town largely populated by Afro-Guyanese.

1.4 Since independence in 1966, Guyana's economy has gone through three main
phases. The first phase lasted from independence to the late 1980s, when the country
embarked on an economic development strategy characterized by state control of major
productive sectors and financial institutions as well as extensive controls of prices, credit,
and foreign exchange. However, the experiment failed to sustain real increases in living
standards over time. The Gross Domestic Product (GDP) declined in real terms at an
average annual rate of 3 percent during the 1980s. By the end of the 1980s, the economy
was suffering from large fiscal deficits, high inflation, a rise in external debt, and a build-
up of external debt arrears.

1.5 The second phase started with major economic reforms in the late 1980s. The
Authorities implemented, starting in 1989, a donor-supported Economic Recovery
Program (ERP) with impressive results that lasted until 1997. The ERP effectively
eliminated virtually all price controls, raised fees for public services, abolished import
prohibitions, unified the exchange rate, simplified the tariff structure, and established
market-based interest rates. By 1999, all but a handful of public enterprises had been
privatized. The results of the ERP were remarkable. The annual growth rate of GDP
reached 7.1 percent on average 1991-97; the deficit of the non-financial public sector
declined from 16.3 percent of GDP during 1989-91 to 3.2 percent of GDP during 1995-
97; financial transfers (including transfers to public enterprises) declined from a yearly
average of 8.0 percent of GDP in 1989-91 to 1.3 percent in 1995-97; and the external
current account balance improved from 48 percent of GDP in 1991 to a yearly average of
14 percent in 1995-97. Poverty rates, as reflected in the household income and
expenditure surveys of 1993 and 1999, declined (from 43.2 percent in 1992 to 35 percent
in 1999). Furthermore, growth does not appear to have resulted in increased inequality as
the share of income going to the poorest quintile of the population increased from 3.9 to
4.6 percent.

1.6 However, Guyana's good performance was not sustained, and since 1998, the
country has entered the third phase, characterized by economic stagnation, was prompted
by a combination of political/social unrest, adverse weather conditions, floods, and terms
of trade deterioration. The average annual growth rate of GDP has been as low as 0.4
percent and the fiscal deficit has widened to an average 6.0 percent during 1998-2001.
The large deficits of recent years reflect several factors: (i) higher capital spending; (ii) a
31 percent wage increase to most civil servants effective January 1, 1999, followed by a
further 27 percent increase effective January 1, 2000 that the Government was required
by the Arbitration Tribunal to give after negotiations with the unions failed; (iii) large
discretionary tax exemptions; and (iv) weak performance of the remaining public
enterprises (mainly operating in the sugar, mining, and banking sectors) which continue
to represent a drain on public resources. However, inflation remained low thanks to a
good control of monetary expansion.

1.7 The Authorities efforts are now geared toward ending this phase of slow growth.
Toward this end, the Authorities have mobilized a significant amount of external support
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in recent years, although so far, this support has not been sufficient to arrest the weak
economic performance. In addition to debt relief under the Highly Indebted Poor
Country (HIPC) program, the International Monetary Fund (IMF) provided assistance
through a Poverty Reduction and Growth Facility (PRGF) in 2000. The PRGF was
interrupted in 2001 due to disagreement between the IMF and the Government on
progress towards meeting program targets. The Government and the IMEF have agreed on
a new three-year PRGF program soon to be presented to the IMF's Board of Executive
Directors. Discussions are well underway for support through a Poverty Reduction
Support Credit from the World Bank. The Inter-American Development Bank (IDB) and
other donors have also provided significant assistance to Guyana in recent years and have
pledged further assistance. The Authorities completed a Poverty Reduction Strategy
Paper (PRSP) in November 2001, the implementation of which will require significant
external support. The PRSP sets to return, in the medium-term, the country to its pre-
1997 growth rates of about 7 percent. To achieve this objective, the Authorities expect to
receive significant inflows of external financing in the future.

1.8 To support the PRSP's objective to boost growth and reduce poverty in the
increasingly competitive external environment faced by Guyana, public expenditures
need to be re-oriented not only to provide better and more reliable services to the poor but
also to create a conducive investment climate. With the external environment that is
resulting from globalization, trade liberalization, and the phasing-out of preferential
access to hitherto protected markets in the European Union, reliance on traditional
industries will not be sufficient to return Guyana to its pre-1997 growth rates. A more
conducive business environment is required for new sources of growth to emerge,
possibly in the areas of agribusiness, new information and communication technologies,
as well as in eco-tourism and the timber industry (thanks to Guyana's unique eco-system
and pristine forest).

B. Objectives of this Public Expenditure Review

1.9 During the national consultation process that took place in 2001 to underpin the
preparation of the Guyana PRSP, all segments of the population reported general
dissatisfaction with the quality and coverage of public services. Although dissatisfaction
with public services is not a recent phenomenon in Guyana, with the return of sluggish
economic growth since 1998, the perception that public expenditures are failing to
contribute to growth and poverty alleviation appears to be growing. Thus, the PRSP
consultation process has only helped clarify a public demand that was incipient for many
years. The following are some of the messages that emerged from the PRSP
consultations:

* Ineffective and unresponsive Government agencies, particularly at the local level, are
seen as not providing key services, and not listening to local preferences

* At times, lack of oversight and control leads to corruption and misuse of public funds
* Shortages in education, health, housing and water services are a constant problem, as

are the weaknesses in institutions designed to provide these public services
* Many problems can be resolved at the local level without substantial resources, but

with simple improvements in administration.
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1.10 In addition to internal demand for better and more efficient public services, there
is an expectation on the part of Guyana's external partners that the large transfers of
resources promised to support the implementation of the PRSP and the important
resources to be freed under the HIPC program, will be adequately allocated and managed
to achieve growth and poverty reduction. In fact, policy dialogue between Guyana and
its external development partners indicates that increase external financing will largely
depend on the Authorities' ability to effectively implement programs to improve public
resources management and improve the business environment in order to achieve
sustained private sector-led growth. Some major donors are increasingly contemplating
budgetary support as an alternative to specific project-related loans; and they see sound
public expenditure management as a requirement for their financing to be channeled
through the Government's budget.

1.11 In this context, the main objective of this Public Expenditure Review (PER) is to
analyze public expenditures with the aim of (a) gaining a better understanding of the
structure of Government's budget and the processes leading to its preparation and
execution, and (b) assisting the Government in reorienting policies, institutions, and
expenditures to achieve private sector-led growth and better services to the poor. This
PER exercise started in 1999 and a draft report was sent to the Government in June 2000.
In the absence of reaction on the earlier draft report, the exercise stalled.2 The report has

been redrafted with a view to arriving at a finalized PER that provides an analytical
underpinning to the Country Assistance Strategy (CAS) and to future World Bank-
supported Programmatic Adjustment Lending operations in Guyana.

1.12 The PER focuses on expenditure allocation and management issues that could
realistically be resolved in the medium-term given the current political and institutional
set-ups. Decentralization and civil service downsizing-although important areas related
to public expenditure management-are not covered in the PER because arriving at

realistic recommendations in those areas will require a specific, more focused, study as
well as requiring a more fundamental change is the political and institutional set-ups.
The rest of the report provides an overview of the overall budget structure and fiscal
discipline (rest of Chapter 1), reviews the institutional arrangements to manage public
expenditures and assesses their adequacy (Chapter 2), and reviews sectoral budgetary
allocations and assesses their adequacy in achieving economic growth and poverty
reduction (Chapter 3). The report provides policy recommendations, generally at the end
of the chapters.

II. OVERALL BUDGET STRUCTURE

A. Economic Classification of Expenditures

1.13 Despite successful efforts on the part of the Authorities at controlling and better
managing public expenditures, the latter remain a very large component of the economy.

2 The Government informed the Bank that discussion of the PER would have been facilitated if the
report were redrafted by the Bank team to allow for a broader dissemination and discussion within the
country.
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Central Government expenditures as a share of GDP declined from an average of 57.6
percent of GDP during 1989-91 to 47.6 percent of GDP in 2001 (Table 1.1). The bulk of
the reduction in Government expenditures as a share of GDP came from sharp falls in
capital expenditures especially in 1998 and 1999, falling interest payments as a result of a
better control over fiscal aggregates and debt restructuring, and a decline in transfers-
mainly a result of the privatization program.

Table 1.1: Central Government Operations by Economic Classification

1989-91 1992-94 1995-97 1998 1999 2000 2001-revised
estimates

(Percent of GDP)

Total Revenues 31.8 36.2 33.3 30.7 29.9 31.8 31.1

Tax revenues 29.5 34.7 31.1 28.8 27.9 29.4 28.3

Total Expenditures 57.6 46.4 40.5 40.1 37.8 46.2 47.6

Current Expenditures 41.3 34.1 25.4 26.5 27.8 33.0 33.7

Goods and Services 14.2 12.7 12.8 14.4 15.4 20.5 19.8

o/w Personal Emoluments 6.5 6.3 6.9 8.5 9.7 11.0 11.1

Interest 18.5 13.8 9.4 9.7 8.0 9.5 8.7

Transfers 2 9.4 7.5 3.9 3.9 4.4 6.2 7.2

Capital Expenditures 16.3 12.3 14.8 12.1 10.0 13.2 13.9

Overall balance before grants -25.7 -10.2 -7.2 -9.4 -8.0 -14.4 -16.5

Grants 9.4 4.1 4.0 2.6 5.9 7.8 8.2

Overall balance after grants -163 -6.0 -3.1 -6.8 -2.0 -6.6 -8.4

Source: Government of Guyana, Estimates of the Public Sector, various years.
Notes: 1/ Since 1997, certain expenditures on goods and services were reclassified to wages and salaries.

2/ Pension payments, transfers to public enterprises and local Governments, subventions to
statutory bodies, and contributions to international organizations. Since 1997, pensions were
reclassified as transfers instead of wages.

1.14 Central Government expenditures reached a low level in 1999 before increasing
in 2000 and 2001. This increase, although largely financed by grant resources, led to a
widening of the deficit after grants from 2.0 percent in 1999 to an estimated 8.4 percent
in 2001. Within current expenditures, civil service personal emoluments contributed
significantly to the increase in current expenditures. In fact, civil service personal
emoluments increased significantly as a share of GDP over the past decade, especially in
1999 and 2000 as result of the arbitration award of August 1999 that gave a 31 percent
salary increase to many civil servants in 1999 and an additional 27 percent to all of them
in 2000.

B. Functional Classification of Current Expenditures

1.15 The analysis of central Government expenditures by the functional classification
shows three interesting phenomena:
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* Expenditures on General Public Services as a ratio to GDP fell substantially between
1989 and 1998 before resuming an upward trend. The decline and subsequent
increase were largely driven by General Administration, although the other
component of General Public Services, namely Defense-Public Order and Safety, has
also increased since 1999 (Table 1.2).

* Other Functions (namely Interest payments and Financial Transfers) have declined
significantly since 1989. As a share of GDP, they now represent less than half of
their level during 1989-92. The decline is attributable to significant improvements in
both Financial Transfers and Interest Payments. From their high level of 11.3 percent
of GDP in 1990, Financial Transfers have been gradually and markedly reduced
thanks to the privatization program that limited the need for subsidy to ailing public
enterprises (See Box 1.1). The remaining financial transfers reflect support to the
Linmine bauxite company in the mining community of Linden Successive debt
restructuring programs have helped reduce Interest Payments from 18.5 percent of
GDP in 1989-91 to less than 10 percent of GDP in the late 1990s and early 2000s.

* After a marginal increase in the early 1990s, Social Services as a share of GDP
remained flat for much of the 1990s, before a steep increase in 2000-01. Figure 1.1
shows that the share of Social Services in total expenditure has more than tripled
since 1991. The bulk of the increase in Social Services occurred on account of the
HIPC program which requires that resources freed by debt relief be spent in social
sectors and/or on poverty-reducing programs.3

3 Part of the increase in Social Services is due to a difference in classification. Prior to 1998,
construction expenditures by the Ministry of Public Works on schools and health clinics were
classified under infrastructure (with Economic Services) rather than education or health expenditures.
These expenditures have since been reclassified under education or health within Social Services.
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Table 1.2: Functional Classification of Central Government Expenditures

1989-91 1992-94 1995-97 1998 1999 2000 20
,..~~~~~~~~~~~~~~~~~~~~~~~~~~~~~0 I

re. ised
estiMaLes

(Percent of GDP)

Economic Services 7.7 6.0 9.0 8.0 6.4 7.1 6.5

Transportation, Communication, 4.3 3.1 6.6 5.9 4.0 4.6 4.0
Infrastructure
Agriculture, Forestry, Fishing 2.9 2.7 2.1 1.9 2.0 2.2 2.3

Mining and Manufacturing 0.5 0.2 0.2 0.3 0.3 0.2 0.2

Other Services 0 0 0.1 0 0.2 0 0

Social Services 6.5 9 11.0 11.8 11.7 15.0 16.7

Education 3.2 3.8 4.3 5.5 5.6 7.5 9.3

Health 2.4 3.5 2.6 2.7 2.9 3.4 3.3

Social Security and Welfare 0.4 1 2.6 1.9 1.7 2.0 2.2

Water and Housing 0.5 0.7 1.5 1.7 1.5 2.1 2.0

General Public Services 16.9 14.1 10.2 9.2 10.5 13.5 14.0

Defense, Public Order and Safety 3.2 3.5 3.7 3.7 3.7 4.6 5.1

General Administration 13.7 10.6 6.5 5.5 6.9 9.0 8.9

Other Functions 26.5 17.2 10.7 10.9 9.1 10.5 10.3

Interest 18.5 13.8 9.4 9.7 8.0 9.5 8.7

Financial Transfers 8.0 3.4 1.3 1.2 1.1 1.0 1.6

Total 57.6 46A 40.9 40.0 37.8 46.2 47.6

Source: Government of Guyana, Estimates of the Public Sector, various years.
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Box 1.1: Privatization of Public Enterprises, and Privatization Proceeds

The state in Guyana has long been involved in commercial activities. There are currently 17 fully-owned

enterprises on the books, in addition to numerous majority and minority share-holding interests. The

program of privatization began as early as 1989/1990, carried out at the time by the 'Divestment Unit'.

Starting in 1994, the program continued under the auspices of the Privatization Unit which reports to the

Privatization Committee of the Cabinet. To date 9 enterprises have either been sold to private owners as

going-concerns, or have been wound up and ceased to operate. Total revenues from privatization over this

period are reported to be approximately GY$7 billion. Transfers from the Government in the form of loans

and cash to public enterprises has also decreased over this period from $1707m to $120m. The biggest

drain on the public purse is Linmine-the Government owned bauxite mining company in Linden-which

received GY$750 million in 1999 and GY$51 million in 2001.

The institutional arrangements for privatization have changed recently. Until the beginning of 2002, the

Privatization Unit deposited the proceeds from sales of Government owned assets into a 'divestment

account', from which it could also access funds for costs associated with sales-such as retention of

transaction advisers. The remaining, or net, proceeds were to be incorporated into the Consolidated Fund

for the budget. However, these privatization proceeds never appeared in the formulation of the budget, and

the net proceeds were in effect used off-budget. The Privatization Unit has now been appointed as external

manager of the state-owned holding company: 'National Industrial and Commercial Investments Limited'

(NICIL), a 100% Government-owned holding company for all the State-owned enterprises. The
Government will appoint a new Board of Directors of NICIL, who will report to Cabinet. Privatization
proceeds will from now on, accrue to the accounts of NICIL, and the Board will decide on dividends and

transfers to the Government. However, there are concerns about appropriate accountability of the
Government for the proceeds from privatization-as decisions will be taken by the Cabinet on the transfers

to the Ministry of Finance, rather than fully and directly incorporating the proceeds into the consolidated

budget, which is then debated and approved in Parliament.

The future privatization program includes the sale of Linmine, Bermine, Guyana National Cooperative

Bank and Guyana National Printers Limited. The Guyana National Shipping Corporation, Guyana

National Newspapers, GUYSUCO and GUYOIL are among entities earmarked for restructuring.

Source: Based on information received from the Government of Guyana.

Figure 1.1: Share of Social Sector Spending in Total Expenditure, 1989-2001
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C. The Public Sector Investment Program

1.16 The Public Sector Investment Program (PSIP) which has long been seen as an
important tool for development planning and poverty alleviation, represents an important
component of Government's budget. The PSIP declined from 16 percent of GDP during
1989-91 to 12.3 percent during 1992-94 as a result of fiscal contraction under the ERP
(Table 1.3). The PSIP then increased to nearly 15 percent during 1995-97 pulled up by
transport and communication infrastructure, before falling to 10 percent in 1999. Since
2000, the PSIP has resumed an upward trend, supported by HIPC funds channeled
towards social sectors (although expenditure on Defense, Public Order and Safety, has
also increased markedly).

Table 1.3: Public Sector Investment Program (Percent of GDP)

1989-91 1992-94 1995-97 1998 1999 2000 2001

Percent of GDP

Economic Services 5.9 4.0 7.3 6.1 4.8 5.3 5.1
Transp., Comm., Infrastructure 3.5 2.3 5.9 4.8 3.2 4.1 3.6
Agriculture, Forestry, Fishing 2.2 1.7 1.2 1.1 1.2 1.2 1.4
Mining and Manufacturing 0.2 0.0 0.1 0.1 0.1 0.0 0.0
Others 0.0 0.0 0.1 0.0 0.2 0.0 0.0

Social Services 1.6 4.0 5.1 4.2 3.5 6.0 6.0
Education 0.8 1.2 1.3 1.6 1.3 2.9 3.4

Health 0.3 1.4 0.5 0.2 0.3 0.2 0.1
Social Security and Safety 0.0 0.7 1.8 1.1 1.0 1.2 1.0
Housing and Water 0.5 0.7 1.4 1.3 0.9 1.7 1.5

General Public Services 0.7 0.9 1.1 0.7 0.7 0.8 1.1
Defense, Public Order and 0.2 0.3 0.2 0.2 0.2 0.5 0.9
Safety
General Administration 0.5 0.6 0.8 0.4 0.4 0.3 0.2

Other Functions 8.0 3.4 1.3 1.2 1.1 1.0 1.6
Transfers 8.0 3.4 1.3 1.2 1.1 1.0 1.6

Total 16.3 12.3 14.8 12.1 10.0 13.2 13.9

Source: Government of Guyana, Estimates of the Public Sector, various years

1.17 The PSIP is projected to increase significantly over the next three years as shown
in the PRSP. The PSIP envelope is projected to increase by nearly 30 percent between
2002 and 2003 and remain at a high level until 2005. Part of the increase will benefit
Social and Economic Services. Within Economic Services, the projected increase is
driven by the cost of constructing a new sugar plant. The PRSP also includes a large
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number of projects in a wide variety of sectors, including agriculture, manufacturing,
tourism, governance, export and investment promotion, drainage and irrigation, sea
defense, transport infrastructure, and special programs for rural and indigenous areas. It
should be noted that while the PSIP provides information on total costs of projects broken
down by financing source, the selection of projects included in it is underpinned by little
analysis of costs and benefits. In addition, there is no attempt at calculating the recurrent
cost implications of projects. Nonetheless, the expectation is that if the projects included
in the PSIP are adequately funded and implemented with adequate levels of technical and
institutional capacity (including sound and transparent procurement processes), they will
go a long way in reviving economic growth and reducing poverty in Guyana.

III. BUDGET DISCIPLINE AND RISKS TO FISCAL SUSTAINABILITY

1.18 While the size of public expenditures in Guyana has been substantially reduced, it
remains high by international standards. At 47.6 percent of GDP in 2001, the size of
public expenditures is high compared to the averages for Latin America and the
Caribbean (22 percent), lower-middle income countries (18.5 percent), low income
countries (18.4 percent), and many other heavily indebted countries such as Nicaragua
(41.5 percent), and Vietnam (21 percent).4 Guyana's large public expenditure exceeds its
revenue, and the public sector resorts to sizable borrowing despite high tax rates and
sizable foreign grants.

1.19 Revenue collection is heavily dependant on taxes and has not been strong enough
to avert the persistence of large fiscal deficits. Non-tax domestic revenues are very low
in Guyana; and while the tax ratio has fallen from its peak in 1992, it remains high and
therefore limits the Government's ability to raise additional taxes by way of higher tax
rates (Table 1.4 provides the trend). Guyana's tax-to-GDP ratio, at 30.3 percent of GDP
between 1991-2001 out of a total revenue ratio of 32.7 percent, is much higher than those
of other comparable low-middle income countries (21.5 percent) and is one of the highest
in the Western Hemisphere. For example, in Latin America, the ratio ranges between 10
and 20 percent; and in the OECS sub-grouping of CARICOM, it hovers between 16 and
18 percent.5

1.20 Tax collection in Guyana suffers from a vicious cycle of high tax rates on the
official economy and a large underground economy. In spite of the economic
liberalization measures introduced under the ERP in the late 1980s, there still remains a
large underground economy which escapes from taxation. To compensate for the
resulting small tax base, the Authorities have had to maintain relatively high tax rates for
those who pay taxes, further discouraging economic actors from entering or remaining in
the official economy. Given the limited prospects for increasing fiscal revenues in the
short term, greater effort should be made toward improving the effectiveness of
expenditures by being selective on the kinds of expenditures the Government finances
and on seeking the most cost-effective way of providing public services. This may often

4 Data for comparators are for 1998-2000.
5 ECCB, Annual Statistics Digest, 1998, quoted in The Fiscal Covenant: Strengths, Weaknesses,

Challenges - Caribbean Perspectives, UNECLAC, May 1999.



involve greater reliance on the private sector for the provision of social and infrastructure
services. In the medium term, growth in tax revenues can be achieved through a
broadening of the tax base while reducing the rates, an improvement in tax payment
culture, and a strengthening of the tax collection agency.

Table 1.4: Total Revenue and Types of Revenue, as a Percent of GDP, 1991-2001

Type of Tax Revenue
Current Tax Income Propeny ConsLump Int'I Other Non-Tax

Year Revenue Revenue . . :; ; tion Trade Revenue-
1991 28.1 25.7 9.1 0.3 9.2 4.2 2.8 2.4
1992 37.8 35.9 12.6 0.4 10.4 4.5 8.1 1.9
1993 38.2 35.7 11.9 0.7 11.4 5.7 6.0 2.5
1994 32.0 29.8 10.7 0.6 10.8 4.6 3.1 2.2
1995 33.5 31.6 12.3 0.6 11.4 4.7 2.6 1.9
1996 34.6 32.2 12.7 0.7 11.7 4.7 2.4 2.4
1997 31.9 27.7 11.4 0.4 11.2 3.5 1.2 4.2
1998 30.6 28.8 11.0 0.6 10.6 4.2 2.4 1.8
1999 29.9 28.0 11.3 0.4 9.8 3.0 3.5 1.9
2000 31.8 29.3 11.9 0.5 11.7 3.0 2.2 2.5
2001 30.9 28.3 12.2 0.5 11.2 2.8 1.6 2.6
Source: Government of Guyana, Estimates of the Public Sector, various years

1.21 The debt overhang has continued to be a major burden for the economy because a
large expenditure package and a narrow revenue base have contributed to large fiscal
deficits and continued borrowing by the public sector. Through the ERP and successive
debt restructuring plans, the Authorities made some progress in returning Guyana to
fiscal and external sustainability. Despite this progress, and notwithstanding significant
economic growth during 1990-97, the debt-to-gross national income ratio stood at 242
percent in 1997, and debt service absorbed 57 percent of current revenues and 41 percent
of total revenues. The net present value (NPV) of debt-to-fiscal revenues ratio, used as
an indicator of fiscal sustainability in the case of HIPC countries, was 421 percent while
any ratio above 280 percent is considered unsustainable under the HIPC initiative.

1.22 Recognizing Guyana's strong commitment to macroeconomic stability and its
inability to remain solvent without debt relief, donors declared the country eligible to
receive assistance under the original HIPC. This paved the way for a cumulative US$440
million in debt relief in nominal terms (or US$256 million in net present value terms),
equivalent to the reduction of the country's external debt by 24 percent in net present
value terms (Figure 2). The "completion point" for delivery of the debt reduction
package was set for December 1998. The goal was to lower the NPV of debt-to-
Government revenues ratio to 280 percent at the,completion point. However, the
economic situation deteriorated substantially in 1998. The completion point was pushed
back to May 1999 and new baseline projections were made on the basis of lower
assumptions on growth of GDP, exports, and imports. At the completion point, the NPV
of debt-to-Government revenues ratio was still above sustainable levels. In November
2000, Guyana became eligible for the Enhanced HIPC (E-HIPC) program to help bring
about fiscal and external sustainability. The proposed E-HIPC assistance amounts to
US$590 million of debt relief in nominal terms (or US$329 million in net present value
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terms). This would help reduce Guyana's debt by an additional 30 percent in NPV terms.

The E-HIPC completion was set to be flexible to allow Guyana to broaden and deepen

structural reforms before full debt relief is given. When the completion point is reached,

the NPV of outstanding debt will be reduced by more than 50 percent of the level before

the original HIPC assistance, and it is expected that Guyana will secure fiscal and

external sustainability, provided the Authorities continue to implement sound economic

policies especially in the fiscal area.

Figure 1.2: Public External Debt

Net Present Value of Extemal Public Debt
In millions of US dollars, at end-1998

000,

500

Before Naples After Naples After Original HIPC After Enhanced HIPC
Relief Relief

Source: HIPC Decision Point document, World Bank Report NO. P7394-GUA, October 26, 2000

1.23 The Authorities have committed to better controlling fiscal policy so as to limit

public sector borrowing to levels that would not lead to an increase in the debt ratios.

Although the fiscal deficit is projected to rise until 2004 before receding in the following

years, it is expected to be financed mainly through external concessional sources with a

high grant element, and would therefore not jeopardize fiscal sustainability. In fact, as

shown in Figure 1.3, despite higher deficit in the next few years, the public sector debt-

to-GDP ratio is forecast to decline according to the macroeconomic framework agreed

upon between the Authorities and the IMF.

Figure 1.3: Fiscal Deficits and Public Sector Debt-to-GDP ratio
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1.24 Going forward, although significant progress has been made under the HIPC

program and fiscal sustainability is likely to be secured under the program, there are three

major potential sources of risk to fiscal sustainability. First, the civil service unions are

pressing for large ad-hoc wage increases in spite of the sizeable increases granted in 1999
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and 2000. Their demands, if intensified, could cause social unrest, disruptions in public
service delivery and, if granted, would put pressure on the budget and perhaps lead to an
increase in the fiscal deficit. Given that external borrowing is likely to be constrained in
the context of the HIPC program, higher fiscal deficit might lead to an increase in
domestic borrowing and a crowding-out of private investment. Such a scenario would
lead to higher public debt and/or lower GDP growth, both of which could jeopardize
fiscal sustainability.

1.25 Second, fiscal sustainability can be threatened by Government guarantees that
might be given to private investors to encourage large private investments. Sizable
investment projects may be needed to build or rebuild badly-needed economic and social
infrastructure and provide complementary infrastructure for private sector economic
activity in the country. At the same time, sound economic policy and tight budget
constraints faced by the Government require that those large infrastructure projects
should not be undertaken by the public sector alone. Therefore, the Authorities are
considering options to encourage the private sector to undertake some of the large
infrastructure projects. In fact, recently, there have been talks of granting a Government
guarantee for the construction of a bridge over the Berbice River. However, international
experience has shown that Government guarantees can be a source of contingent
liabilities which can cause increases in the fiscal deficit beyond sustainable levels. The
Authorities should therefore carefully evaluate the risks that Government guarantees
represent for fiscal sustainability before granting them.

1.26 Third, fiscal sustainability can be threatened by large tax exemptions given on a
discretionary basis. As discussed above, leakages in the tax system are due, among other
things, to a high level of tax exemptions given on a ad-hoc and discretionary basis.
Because of the large amounts involved and the already narrow revenue base, the
discretionary tax exemption policy, if unchanged, can seriously undermine the
Authorities' ability to reach fiscal sustainability despite efforts made in other policy
areas.
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2. INSTITUTIONAL ARRANGEMENTS FOR
BUDGETING: LINKING POLICY, PLANNING, AND

BUDGETING

2.1 The budget is the primary mechanism available to the Government to signal its
policy intentions to the public, to investors, and to its own staff; and good budgetary
institutions and processes are critical for good budgetary outcomes in that they play an
important role in ensuring adequate linkages between policy, planning, and expenditure.
This chapter reviews and analyses institutional mechanisms for budget preparation and
implementation. The chapter touches upon monitoring and auditing, two issues more
thoroughly covered in the recently completed Country Financial Accountability
Assessment (CFAA).

I. THE CURRENT INSTITUTIONAL ARRANGEMENTS

A. Budget Preparation

2.2 The Budget Office of the Ministry of Finance and the State Planning Secretariat-
a special agency located in the Ministry of Finance-are at the center of the budget
preparation process. While the Budget Office (BO) is responsible for the current
expenditure budget, the State Planning Secretariat (SPS) is responsible for the capital
expenditure budget.

2.3 The budget is prepared on an annual basis, largely using incremental budgeting,
and based on a fiscal year that runs from January to December. Budget preparation is
usually signaled with the issuance of the budget circulars by the Ministry of Finance to
spending agencies.' Two circulars are issued: one, the main circular, is issued between
June and August to the agencies, semi-autonomous agencies and statutory bodies
regarding current and capital revenue and expenditure (see Box 1). After the circular is
issued, the agencies are usually given about two months to make their submission to the
BO and the SPS. A second circular is sent to the public corporations, between August
and September, giving them up to three months to make a submission to the BO. Annex
1 provides more details on the budget preparation process.

Agency is used as a generic term for ministries, departments and regional administrations that have
been created by statute or by Ministerial Order, which act as agents for the Government.
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Box 2.1: The Content of the Main Budget Circular (example of the 2001 Budget Circular)

The 2001 main budget circular has five sections:

Section one, "Introduction and Overview" gives the background against which the national budget

is prepared. Each agency is required to conduct a strategic review of its operations, including identifying
areas of savings to finance on-going or new initiatives

Section two, "Organization and Presentation" prescribes the format for submission of the agency's
estimates, including a Transmittal Statement attesting to the accuracy and authenticity of the budget
proposals.

Section three deals with revenue. While the agencies are not given specific guidelines, they are
asked to state the assumptions used in their projections, indicate changes to, or advise on new legislation to
increase revenue, and include the cost of implementing new measures.

Section four, "Current Expenditure", gives guidelines and instructions for computing wages and

other operational expenses, changes to the program activity structure, and treatment of new initiatives and
programs.

Section five is devoted to "Capital Expenditure". Here, agencies are asked to submit details of

their capital estimates, including a statement of priorities and strategies and a schedule of costs of each
project. Agencies are requested to prioritize projects using the following criteria: first, on-going projects
that are classified as critical; second, new or on-going projects for which external funding has been secured;
and third, new projects which have the capacity to achieve or enhance sector objectives, and increase
productivity, foreign exchange, and income; and pre-investment activities in respect of new projects.

Section six, "Budget Support", informs agencies of the availability of assistance from the Budget

Office.
Source: Ministry of Finance, the 2001 Main Budget Circular

2.4 The preparation of Government's budget has improved over the past few years.
Budget and planning units have been created and/or strengthened in selected ministries
and agencies. A few ministries now do attempt to integrate capital and current
expenditure budgeting. Expenditure allocation to social sectors has been significantly
improved, and special budget codes have been established to identify expenditure items
that have a poverty reducing function thus facilitation their tracking.

2.5 Elements of multi-year budgeting are in place. In the past two years, the
Authorities have made significant progress at grounding the annual budget in a medium-
term program as articulated in the recently published PRSP.2 The PRSP has in fact
reinforced the tradition of setting the capital budget within a three-year rolling PSIP with
projections extending for two years beyond the current year. Three-year fiscal programs
continue to be developed by the Government and monitored by the IMF. It is also worth
noting that several Ministries have multi-period strategic plans that form the basis for
their annual budget submissions.

2.6 However, the budget preparation process still suffers from a number of
weaknesses. First, a number of intermediate steps which are required to set the budget

2 The PRSP itself benefited from the extensive work that underpinned the National Development
Strategy which was first issued in 1997 and has a ten-year planning horizon.
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within a real forward-looking medium term expenditure framework are not followed.
Estimates for future years are not discussed jointly with the current year's budget, and
future fiscal implications of current year policy decisions are not systematically discussed
during budget preparation. Moreover, the macroeconomic implications of sectors'
budget submissions and the overall budget is not systematically known. In fact, the
budget circular gives no information on projected growth rate, exchange rate, inflation
rate, interest rate, wage increases and other employment issues. Instead, the agencies and
the public corporations are asked to state the assumptions used in the preparation of their
budget submissions. As a result, most agencies do not prioritize their expenditure
programs, and their budget proposals are often void of policy content.

2.7 Second, the current and capital expenditure budgets are prepared separately,
without planning for future recurrent costs (such as operation and maintenance)
associated with investment projects. Although the two budgets are eventually presented
in a single budget document, the BO and SPS use different nomenclatures, charts of
accounts, and computer systems. For instance, the nomenclature of the current
expenditure budget uses Agency codes, while that of the capital budget uses Division
codes which may or may not correspond to an Agency code. The separation of
responsibilities between the BO and the SPS, though perhaps justified in the past by a
need to plan the public sector investment program better, now appears to hinder the
sound planning and use of public sector resources. Although some progress has been
made recently in some spending agencies (such as the Ministry of Health) at integrating
the planning of current and capital expenditures, agencies are still required to separate
their current expenditure and capital expenditure budgets at the time of their submission
to the BO and the SPS respectively. Besides, once the agency budgets are submitted,
cross-reference between agencies' current and capital spending during the budget
review, approval, and implementation processes is virtually non-existent.

2.8 Third, the budget is often presented to Parliament with significant delays. In fact,
since 1980, the budget has been presented to Parliament, on average, no earlier than two
months into the fiscal year (see Table 2.1).3 Such belated presentation of the budget to
the Parliament means late approval of the budget, which in turn encroaches on budget
implementation. When budget approval is delayed, budget lines that existed in the
previous year's budget can continue to receive, every month and for up to three months,
1/12th of the previous year's allocation. However, even with that arrangement, late
budget approval delays the implementation of new programs, causes a hiatus in the
implementation of on-going programs (on the capital budget side), and eventually
undermines overall budgetary performance.

3 The situation in 2001 was made especially difficult by pre-election activity and post-election social
unrest that surrounded the March 2001 general elections.
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Table 2.1: Presentation of Budget Estimates, 1967-2002

Time Tirne ~~~~~~~~~Time.
Fiscal Year :Date e Fiscal Date Tiesca DateFisc Prsened elapsed Yer Peetd elapsed Fiscal Dat(das)(das)Year Pres6Ysented elpd-.- - . - -: i' (days) . . . -. ; (days) - -: ^(days)

1967 1/16/67 16 1979 3/12/1979 71 1991 2/20/1991 51

1968 12/29/67 0 1980 4/8/1980 98 1992 3/30/1992 90

1969 2/28/69 59 1981 2/20/1981 51 1993 3/12/1993 71

1970 22/12/69 0 1982 3/29/1982 89 1994 3/7/1994 67

1971 12/4no 0 1983 2/15/1983 46 1995 2/6/1995 37

1972 12/7/71 0 1984 1/30/1984 30 1996 1/19/1996 19

1973 12n/2 0 1985 1/18/1985 18 1997 1/17/1997 17

1974 12/10/73 0 1986 2/28/1986 59 1998 3/30/1998 89

1975 1219/74 0 1987 1/18/1987 18 1999 3/26/1999 85

1976 11/24/75 0 1988 3/28/1988 87 2000 3/27/2000 87

1977 12/30n6 0 1989 3/31/1989 90 2001 6/15/2001 166

1978 2/27/78 58 1990 3/28/1990 88 2002 3/15/2002 74

Source: Government of Guyana, Budget Speeches, various years

2.9 Input from outside the Executive branch of Government is minimal in the budget
preparation process. In preparing the Estimates (and subsequently the Budget Speech),
the Minister of Finance holds some consultations with the private sector, labor unions and

consumers' organizations. Other interested individuals and organizations are also invited
to make oral or written submissions. These consultations are valued because they serve
the dual purpose of allowing the Government to explain its policies and programs and
seek feedback. However, several groups often complain that the Government ignores
their proposals, especially in the areas of taxation and investment for stimulating growth
in the economy.

B. Setting the Resource Envelope

2.10 The Revenue Authority (RA) takes the lead role in preparing revenue projections,
a key input in preparing the fiscal profile that underpins the budget. The bulk of
Guyana's taxes are administered and collected by the Revenue Authority. Created by Act
No. 13 of 1996, the RA only became operational by Order No. 4 of 2000. The new
agency incorporates the mandates previously executed by the Inland Revenue
Department and Customs and Excise Department.

2.11 After the initial revenue projections are prepared, several meetings are held to
fine-tune them. These meetings involve the Revenue Authority, technicians from the
Ministry of Finance, the Bank of Guyana and the Statistical Bureau. The preparation of
revenue projections which begins immediately after presentation of the mid-year review
of the economy in late August, is based on past revenue performance, an assessment of
developments in key variables for the first half of the year, and forecasts for the rest of

the year (taking into account commitments from the donors). As more information is
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made available, including on policy measures that will affect revenue collection, the
projections are consistently refined. Refining and finalizing the fiscal profile can take
months and it is not unusual for it to be completed in December-January. The finalized
profile indicates the resources that are available for the budget.

2.12 There often are significant variances between the revenue outturn and the
resource envelope projected at the time of budget preparation (see Figure 2.1). Mainly
because of weak revenue mobilization capacity, tax evasion and a wide array of
discretionary tax exemptions, the variance is often in the sense of lesser revenue than
forecasted. As a result, expenditures have to be cut in the course of the fiscal year.

Figure 2.1: Deviation Between Budgeted and Actual Revenue Envelopes as a Percentage of
Budgeted, 1991-2001"
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Source: Based on Estimates of the Public Sector, 1992-2002
Note: 11 Negative percentages indicate lower revenue outturn than forecasted.

C. Budget Presentation, Debate, and Approval

2.13 The estimates of revenue and expenditure are presented to the National Assembly
in three volumes. The main volume, Estimates of the Public Sector: Current and Capital
Revenue and Expenditure, As Presented to the National Assembly, contains "information
in support of the proposed expenditure requirements and revenue estimates of the
Government for the fiscal year, and where required, to seek authority through an
Appropriation Act."4 The second volume is a book of narratives pertaining to the
program structure of each agency and the objectives, major responsibilities and key
expected results of each program. Volume three is a list of profiles of projects that are
included in the budget. Unlike the PSIP which underpins the capital budget, the capital
budget per se lacks details by economic classification. In cases where there are
subcategories by objects of expenditure, these tend to be different from those used for the
current budget. As a result, it is difficult to know the total expenditure of a particular
program or function.

4 Guyana--Estimates of the Public Sector: Current and Capital Revenue and Expenditure, For the Year
2001, As Presented to the National Assembly, p. xii
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2.14 Although the National Assembly engages in vigorous debate, the approval
process is largely perfunctory. On "Budget Day", the Minister of Finance moves a
motion for the approval of the Estimates. Thereafter, it takes 3-4 weeks to debate the
Speech and the Estimates in Parliament and approve the Appropriation Bill. Once
approved, the Bill is assented to by the President and becomes the Appropriation Act,
which gives the Minister of Finance the authority to expend sums of money from a
Consolidated Fund, up to the limit specified in the Act. Perhaps because the budget
estimates do not provide adequate informnation on project selection and scope or
implementation benchmarks, during budget debate, Parliamentarians spend an inordinate
amount of time querying about movements in budget line items instead of focusing on
programs, their cost implications and their potential development impacts. Besides, no
matter how valid an intervention by a member of the Parliament, the Government could
ignore it as long as it commands a simple majority (51 percent of the voting members) in
the Assembly. In fact, for the past fifteen years all of the "Estimates as Presented" have
been passed without any amendment by the Legislature.

B. Budget Implementation

2.15 At the implementation stage, the budget process suffers from a cumbersome
arrangement for the release of funds. Accounting Officers of the respective spending
agencies must request releases from the Ministry of Finance, by program or project, on a
monthly basis. Along with their requests for monthly releases, agencies have to submit a
work plan and a monthly cash flow projection for each program, which are used as a
guide for releasing funds. The requests must include the balance on releases for the
previous month and the additional amount required for meeting the current month's
expenditure. Releases are made by agency and program in the case of the current budget,
and by division and project sub-code in the case of the capital budget. These are
reflected on current and capital warrants that are signed by the Secretary to the Treasury
and the Minister of Finance (see Box 2.2). Perhaps the fund release process was so
designed to deliver adequate budgetary control within a weak institutional environment.
However, it is not clear whether this is being achieved. As the next section will show,
budgetary outcomes are still unsatisfactory despite-and perhaps because of-the
cumbersome fund release process.

Box 2.2: Warrants: Definitions

Warrants are legal instruments authorizing the Accountant General to withdraw funds from the
Consolidated Fund. Ten different types of warrants are in use. The most frequently used are the General
Appropriation and General Statutory Warrants. Others that are available, depending on the circumstance,
are Interim General Appropriation Warrant (IGAW), Supplementary Appropriation Warrant (SAW),
Supplementary Statutory Warrant (SSW), Virement Warrant (VW), Contingencies Fund Advance Warrant
(CFAW), Deposit Fund Advance Warrant (DFAW), Consolidated Fund Contingency Fund Warrant
(CFCFW) and Treasury Bill Warrant (TBW). Separate warrants are issued for current and capital
expenditure and separate reporting systems are in place.

Source: Ministry of Finance
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2.16 If a shortfall occurs during the implementation of the current budget, there are

four possibilities to increase the voted provision. Reallocation Certificates and Virement

Warrants can be employed to increase the voted provision if savings are available within

the agency needing additional funding. The Reallocation Certificate is the only

mechanism by which an agency Accounting Officer is allowed to change the voted

provision within a chart of account of a program without the permission of the BO.

However, a copy of the Reallocation Certificate must be sent to the BO for its records.

Virement is the method by which funds can be moved from one chart of account of a

program to another within the same program, or from one chart of account of a program

to another chart of account of another program, all within the same agency. Unlike with

Reallocation Certificates, permission and approval must be sought from the BO before

doing a virement. Reallocation and virement give the agency some flexibility in the use

of funds saved. However, these devices are not available to the capital budget and funds

saved from the current budget cannot be used to finance shortfalls in the capital budget

and vice versa. Also, more flexibility could be introduced by allowing agencies to effect

movements between charts of account of the same program without prior permission

from the BO.

2.17 Where the voted provision for a chart of account has been exhausted, and savings

cannot be garnered from other areas of the agency's operations, the agency may apply for

a Supplementary Appropriation in non-emergency cases, or for an advance from the

Contingency Fund in emergency cases (i.e., expenditures that were not foreseen and

cannot be postponed without adverse consequences). For Supplementary Appropriation,

Parliamentary approval is sought ex ante for the additional expenditure to take place.

Once the Supplementary Appropriation Bill is passed, release of funds is made through

Supplementary Appropriation Warrants. For advances from the Contingency Fund,

expenditures are cleared in the National Assembly ex post; but they must be cleared

before the end of the fiscal year so that the Contingency Fund can be replenished.

Replenishment is done by way of a Contingency Fund Warrant, which authorizes the

release of funds from the Consolidated Fund. Thus, the Contingency Fund operates as an

adjunct of the Consolidated Fund.

2.18 Although deadlines are set to facilitate timely releases of funds, these are not

observed. It is rare for the first warrant in a month to be issued before the 10 th of the

month. This effectively reduces the number of working days that are available for

spending. Also, a lot of time is spent on filling various forms that are required by the BO

and SPS even though computers are used in the release process. Information from the

forms submitted is inputted manually into the computers as there is no link between the

computer systems in the agencies and at the BO and SPS, except for two agencies, with a

third scheduled to be linked shortly.

2.19 The present arrangements for tendering and procurement are also archaic and

cumbersome, and add to the frustration experienced by accounting officers and program

managers during budget implementation. The major complaint has been the very low

limits beyond which tendering is required. These limits have remained unchanged since

1991. Also, due to the perennial late approval of the budget, procurement activities can

take place generally only during the last three quarters of the fiscal year. Thus,
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procurement activities are carried out in a hurry, leaving little time for checks and
balance mechanisms to operate. Not surprisingly, there is a perception of impropriety
and questionable practices employed in the process of tendering and procurement. It is
hoped that the Authorities' on-going attempt at reforming the public procurement
framework will yield meaningful results.

II. BUDGETARY OUTCOMES

2.20 Budgetary outcomes are characterized by a heavy reliance on contingency and
other supplemental funds on the one hand, and significant deviations between voted
budget and executed budget on the other hand. Expenditures financed by the
Contingency and other Supplemental Funds represented an additional 27 percent of
expenditures on average during 1996-2001 with a peak of 43 percent in 1997 (Table 2.2).

Table 2.2: Excessive Reliance on Supplementary Funds, 1996-2001

Year Budget. SSuppIeindtal Funds (G$Mn) Supplemental as a

,,,(G$Mn) -,Contingency Fund Other Supplemental . Total percentage of
''''''''-'-'Funds ''' -- '::-Budget (%)

1996 31,004 1,479 3,656 5,135 16.6
1997 35,095 1,500 13,710 15,210 43.3
1998 34,121 1,860 8,642 10,502 30.8
1999 34,909 1,275 10,916 12,191 34.9
2000 44,401 3,356 4,043 7,399 16.7
2001 51,618 1,019 9,025 10,044 19.5

Average 1996-2001 27.0
Source: Ministry of Finance

2.21 The heavy reliance on contingency and other supplemental funds is symptomatic
of poor or deliberately inaccurate budgeting. Supplemental funds seem to be used to
retain budgetary power in the Ministry of Finance by effecting excessive cuts in
agencies' budget submissions during budget preparation, with the implicit understanding
that agencies' additional needs will be covered through supplemental funds, provided
they are able to give a justification that is deemed acceptable to the Ministry of Finance.
Also, it appears the Contingency Fund is used to meet some expenditures that should
have been foreseen at the time of budget preparation. In fact, the register that is
maintained for the Contingency Fund shows that expenditures such as payment of meals
and other allowances, purchase of cars, and loans to public corporations are financed
from this Fund. Successive Reports of the Auditor General have commented on the
misuse of the Contingency Fund.

2.22 To circumvent the centralization of budgetary power in the Ministry of Finance
and increase their independence for day-to-day expenditure management, some line
agencies have reportedly relied increasingly on income received for goods and services
sold by them and directly paid into their respective agency accounts. This practice causes
a problem as the lack of communication between the agency accounts and the
Consolidated Fund means that some line agencies spend resources that are not included
in the budget, thus undermining the accuracy of fiscal data and fiscal discipline.
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2.23 There are large deviations between budgeted and executed expenditures. On

average, expenditures tend to be lower than the original budget (Table 2.3). In fact,

during the period 1995-2001, budgetary expenditure outtums were lower than originally

budgeted by 3.3 percent.5 Lower-than-budgeted expenditures are generally a response to

lower-than-forecast revenues, and budget revisions during the course of budget

implementation are not done through a well articulated consultation process between the

Ministry of Finance and the spending agencies. Actual expenditures are always far

greater than budgeted in the case of the Loans to Public Corporations and the Rice Levy.

As Table 6b shows, there has been a tradition to deliberately put in the budget nominal

numbers for these two expenditure categories knowing fully well that the outturn is likely

to be several fold higher. This tradition, which has contributed somewhat to reducing the

reliability of budget numbers, is likely to disappear soon. In the case of Loans to Public

Corporations, an attempt has been made in the 2002 budget to accurately budget the

expected loan to Linmine, the only public corporation likely to receive such a loan.

Similarly, the Authorities have committed to accurately budget the Rice Levy in the

future.

Table 2.3: Variance Between Budget and Actual Expenditure, 1995-2001

Year Expenditure (G$Mn) Variance as a Percent of Budget (%)
Budget" Actual"

1995 28,524 26,110 - 8.5
1996 31,004 29,988 - 3.3
1997 35,095 34,311 - 2.2
1998 34,121 31,514 - 7.6
1999 34,909 35,512'2 1.7
2000 44,401 45,921 3.4
2001 51,618 48,331 - 6.4

Source: Ministry of Finance
Notes: l/ Excludes interest, Rice Levy A, and Transfers to Public Corporations.

21 Includes G$2,347 million of un-programmed wage increases.

5 Available data on the capital budget shows that for the past two years, average expenditures were
higher than budgeted.
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Table 2.4: Variance Between Approved and Actual Levels: Loans to Public Corporations
and Rice Levy, 1996-2001 (G$Mn)

Year Loans to Public Corporations Rice Levy "A"
Approved Actual Approved -- Actual

Budget Expenditures Budget - - Expenditures
1996 210 1,058 70 39
1997 710 1,827 50 1,050
1998 0 1,269 50 3,007
1999 100 1,245 50 4,997
2000 100 1,201 50 1,900
2001 200 1,997 50 3,800

Source: Ministry of Finance
Note: The Authorities informed the mnission that the rice levy is a requirement of the

European Union for rice exported to that market.

III. REFORMING BUDGETARY INSTITUTIONS AND PROCESSES

A Improving Budget Processes

2.24 Weak budgetary arrangements can be self-perpetuating without purposeful
intervention. If the consultative process of budget formulation is inadequate and fails to
establish some consensus, few Government officials and technicians will put in the time
and effort needed for realistic costing or evaluation of alternative policies. The
consequence is yet another round of unrealistic budgets that are informally adjusted
during execution, creating a vicious cycle.

2.25 The Government has signaled its intention to put a modern legislation in place in
2002-03. Building on work done with the support of the Canadian-funded Guyana
Economic Management Program (see Box 2.3), the new legislation would formalize the
transition to program budgeting. Initial discussions suggest that, to be effective, the
envisaged legislation should severely restrict access to supplementary funds. This would
force the agencies to treat the voted provision as a binding "budget constraint" and
therefore manage their budgets with greater efficiency.

2.26 A new Budget Manual was issued in 1998 but has not been implemented. The
new manual set out in precise details, the periods for initiating and concluding different
phases of the budget cycle.6 A new budget cycle was proposed in which the Government
would be engaged in strategic planning between January and March; macro-level fiscal
planning in April; Ministry level planning and budget consultations from May to August;
presentation of the Estimates and the budget speech in the National Assembly between
September and November; and approval of the Appropriation Bill in December. This
new budget cycle would allow for the implementation of the budget to start at the
beginning of the fiscal year in January. However, the proposed budget cycle has never

6 Program Budgeting Manual, Ministry of Finance, June 15, 1998.
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been implemented, and budget presentation and implementation in the post-1998 period

have been no different from what existed in previous years.

Box 2.3: The Guyana Economic Management Program

The Canadian-funded Guyana Economic Management Program (GEMP) has been in
implementation since 1996 and has achieved significant results in helping to improve and clarify budget
preparation and presentation. It has helped establish program execution and management units in a few key
ministries on a pilot basis. The GEMP has also provided assistance in updating the Budget Manual, and is
helping the Government to implement Program Budgeting on a pilot basis. The move to Program
Budgeting will require that budget managers shift attention from managing inputs to producing outputs and
achieving program objectives. In this context, suitable performance measurement indicators should be
developed by which the agencies can be held accountable. While GEMP is offering technical assistance in
this area, efforts should be made quickly to implement a simple performance measurement system in two or
three pilot agencies, for example, Ministries of Health, Education and Agriculture.

The GEMP is implementing the third phase of the project. This phase will lead to further
improvements to the Budget Estimates, improvements in the expenditure management documents that are
presented to the National Assembly, implementation of a modem financial and accounting system,
introduction of a modern Financial Administration Act, and production and distribution of planning and
performance information on spending agencies. The project would aim for multi-year forward-looking
coverage of the Estimates. This would improve the linkage between Government intentions and the related

resource allocation process.
Source: GEMP Work Plan, 2002-2004, December 2001

Recommendations

2.27 The Authorities should consider preparing the budget within a national

development program and a multi-year rolling expenditure framework (such as the

Medium Term Expenditure Framework successfully tried in many countries). This

would enhance the linkages between policy, planning, and budgeting, and would be

consistent with program-budgeting as proposed in the context of the GEMP program.
The PRSP could provide a context for setting the multi-year rolling expenditure
framework. Toward this end, the capacity of sectoral Ministries to prepare expenditure

programs should continue to be strengthened. The creation of program management

units in a few ministries on a pilot basis has helped improve budget preparation to some

extent. However, by and large, agencies do not prepare budgets within a strategic

outlook as is expected of them. To provide incentives for agencies to link their budgets

proposal to their strategic development objectives and functions, a first step needs to take

place at the more macroeconomic level; the budget circular needs to be set within a

national development program and provide the macroeconomic parameters within which

the future budget will be set.

2.28 The processes of budgeting for current and capital expenditures should be

integrated so as to improve the efficiency of resource allocation and ensure adequate

levels of operation and maintenance for essential public infrastructure and services.

Because of under-funding of operation and maintenance, at times, hard-earned revenues

have to be spent to rehabilitate neglected infrastructures at a cost higher than what it

would have taken to maintain them on a regular basis. Better budgeting for operation and
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maintenance costs requires that the capital and current budgets be integrated, or at a
minimum, better synchronized. The integration of current and capital expenditures
budgeting could be done in a phased manner. In a first step, a medium-term recurrent
expenditure rolling framework should be prepared with estimates of 3-year current
expenditures that are credibly linked to the PSIP. Estimates of the recurrent costs of
projects included in the PSIP as well as completed projects should be included in the
recurrent expenditure rolling framework. In a second step, agencies would be required to
submit one set of estimates, and with only one quantitative expenditure limit for each
agency. In a third step, the Authorities would move to eliminate any remaining
legislative separation, and absorb the Planning Secretariat staff fully into the Ministry of
Finance. Depending on political will, these phases can be implemented fairly quickly.

2.29 The Government should adopt and implement a new budget preparation timetable
(Table 2.5). For the budget to be approved before the beginning of the fiscal year, the
budget preparation process should start in earnest during or at the end of the first quarter
of the preceding fiscal year instead of the beginning of the third quarter as is currently the
case. To this end, the new "Budget Law" should fix the date for budget presentation to
Parliament. The new Budget Law should also make it clear that only emergency
situations will warrant the application of the Constitutional provision authorizing, in case
of delayed budget approval in a given fiscal year, expenditures up to 1/12th of the
previous year's budget for each month during the first quarter of the current fiscal year.
Furthermore, to bind itself to a disciplined process and a guaranteed timetable, Cabinet
should issue a Budget Policy Statement prior to budget preparation, making a public
announcement about the date when it will review and agree the budget. This would
enhance compatibility with the IMF Code of Good Practices on Fiscal Transparency.7

Table 2.5: Budget Preparation Timetable: Current Practice and New Proposal

Budget Preparation Stages Current Practice P Strigdate
Strategic planning within a development program
and a multi-year expenditure framework, January-March
including updating future years' indicative targets
Issuance of budget circulars by ministry of June-August April
finance to spending agencies
Agency Budget Committee prepares estimates September-October May/June
and submits them to BO and SPS
Budget Review meetings between ministry of October-November July/August
finance and respective spending agencies
Ministry of Finance undertakes consolidate
budget review exercise, and sends January-February September
memorandum for the consideration of Cabinet
Cabinet approves Budget and the budget speech January-February October
Budget presented to Parliament February-March November

Source: Ministry of Finance and GEMP

7 See: http://www.imf.org/external/np/fad/trans/code.htm
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2.30 Consideration should be given to changing the frequency of fund releases from a

monthly to a quarterly basis. The existing system represents a significant administrative
burden on all agencies. However, administrative, managerial and financial weaknesses

within the agencies have made the Ministry of Finance wary of giving too much leeway

to them. It is recommended that quarterly releases of cash be implemented on a pilot

basis, using two of the better-managed agencies as pilots. As agencies develop systems

and confidence in managing their cash resources, the new system can be migrated across

the Government. In order to ensure adequate control, it is recommended that monthly

expenditure reporting be maintained even under the quarterly cash release system.8 In the

same spirit of seeking to strike the right balance between flexibility and control, the

Authorities could introduce more flexibility in budget management by allowing agencies

to decide on financial movements between charts of account of the same program budget

without prior permission from the BO, while ensuring that financial movements between

programs continue to require adequate control.

2.31 The Authorities should also establish clear rules and procedures framing the

circumstances under which the contingency and other supplemental funds can be used,

and ensure that such rules and procedures are duly followed. In particular, because

access to the contingency fund does not require prior approval by the Parliament, its

usage should be drastically curtailed and a limit should be put on the total amount that

can be spent within any fiscal year. Currently, at any point in time, the Executive Branch

cannot draw fund from the Contingency Fund if the balance of previous drawings yet-to-

be cleared by the Parliament reaches 2 percent of the previous year's budget. However,

this does not put any limit on the total amount that can be spent from the Contingency

fund within the fiscal year. In fact, over the past five years, the use of the contingency

fund averaged 5.2 percent of the previous years budget, with a peak of 9.6 percent in

2000. The Authorities may want to consider applying a limit to the total amount that can

be spent from the contingency fund during the whole fiscal year. However, this has the

risk of sending the perverse signal that the Contingency fund is an entitlement that must

be used before the end of the fiscal year. An alternative option would be to have the
Contingency Fund operate as a fiduciary fund which is empty at the beginning of the

fiscal. During the course of the year, if an emergency arises, the Cabinet would convene

to decide whether the situation warrants the use of the Contingency Fund, evaluate the

resource needs, and take a cabinet decision to move resources from the Consolidated
Fund to the Contingency Fund by applying an assessment on agencies' regular budgets

(selectively or across the board).

2.32 The capacity of the Ministry of Finance for economic modeling and forecasting

should be strengthened. The absence of a macroeconomic model within which the

budget is cast and the fiscal plan is developed has been consistently identified in the past

as a major drawback in Guyana.9 Addressing this issue is a prerequisite for accurate

budgeting. Modeling should not be confined to the upcoming fiscal year alone but

8 With the automated vote book system, this monthly reporting requirement would not represent a heavy
burden on spending agencies.

9 This lacuna has been raised in previous reports, including, G. Blondal, S. Richupan, and P. Feeney,
Guyana: A Review of the Fiscal System, IMF, October 28, 1985; and J.M. Davis, J. King, A.
Pellechio, and D. Webber, Guyana: Strengthening Fiscal Management, IMF, November 1996
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should also take a medium term outlook as an aid, first, for examining the sustainability
of existing budgetary policies, and, second for considering the timing of appropriate
corrective measures. Moreover, the BO should have a critical mass of economists/budget
officers to liaise with sectoral ministries (currently, the BO has 5 economists/budget
officers). Given the existing resource constraints, the critical mass should be achieved by
merging the SPS and BO rather than recruiting new staff.

B. Strengthening the Resource Envelope

2.33 Strengthening the tax system to increase the fiscal resource envelope while
reducing the tax burden on individual tax payers should be high on the Authorities'
agenda. Currently, not only are mobilized revenues often lower than projections, but also
revenue projections are modest and much lower than what would be required for fiscal
policy to support growth and poverty alleviation.

2.34 Efficiency in collecting revenues is improving slowly following the merger of the
Internal Revenue and Customs Administration into a single Guyana Revenue Authority
(GRA). The merger has eliminated overlapping and duplicating functions, thus freeing
resources for use in the critical and priority areas. There is now a precise mandate and a
clearer definition of roles and responsibilities. Its existence outside the traditional public
service has allowed it to develop job classifications, recruitment and compensation
policies, and human resources training and development programs that are necessary to
attract and retain suitably-qualified and competent staff. However, there is widespread
disappointment with the continuing high level of corruption because the GRA was unable
to dismiss corrupt officers at its inception. As a result, the work culture, code of conduct,
and morale at the GRA are little different from prior to its establishment.

2.35 Guyana increasingly faces challenges related to revenue mobilization on the
domestic as well as the external sides. On the domestic side, the burden on individuals
and firms who actually pay their taxes appears to be very high. Although comparing the
tax ratio across countries has many problems, it is generally agreed that Guyana has one
of the highest tax-to-GDP ratios in the Western Hemisphere. On the external side, the
revenue related challenge comes from the fact that Guyana still draws 8 to 9 percent of its
total revenues from trade related taxes in the face of imminent trade liberalization and
heightening global competition. With the reductions in tariff on the horizon, the
Authorities will need to improve domestic sources of revenue while avoiding increases in
tax rates.

2.36 A comprehensive review of the tax system and administration was carried out in
2002 by a team of IMF experts with a view to exploring options for improving the
transparency of the tax system, achieving faster economic growth and supporting poverty
alleviation efforts, while being mindful of Guyana's international trade obligations and
the need to have a system that is simple to administer.' 0 The study concluded that the tax

° See Muzondo, Timothy, Paulo Dos Santos, Osvaldo Schenone, and Michael Welling, "Guyana: Tax
Policy and Tax and Customs Administration Reforms", International Monetary Fund, Fiscal Affairs
Department, June 2002
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system has high tax rates both under the consumption tax and the corporation income
tax.. The report further concluded that the tax system is distortive because it does not tax
a large part of the service sector. It is inequitable because of the low threshold of the
personal income tax, compounded by the fact that the personal income tax is effectively a
tax on employees since it is largely evaded by the well off self-employed. The base of
the tax system is narrow because of widespread tax evasion, extensive exemptions-a
large portion of which are granted on a discretionary basis. The results of an earlier
analysis by the LMF on tax exemptions is presented in Table 2.6. The table shows that
scheduled exemptions (i.e., those granted under the Common External Tariff and those
involving Government contracts) accounted for about 38 percent of total exemptions
1997-2001 while non-scheduled exemptions, comprising discretionary remissions (i.e.
those granted by executive fiat), accounted fore the bulk

Table 2.6: Remissions as a Share of Exemptions Granted Under Customs, 1997-2001."

Type of Exemptions Total Remissions as

: :..- :: . Scheduled exemprions Remissions Other percentage o

Exemptions CARICOM Other exemptions

Scheduled
:-______ -exemptions .

G$ Million 2,60 3,929 8,597 768 15,898 54.1

1997 Percent of Merchandise Imports 3. 4.8 10.4 0.9 19.3

Percent of Customs Revenue 17. 25.9 56.8 5.1 105.

G$ Million 2,339 3,139 7,801 76 14,04 55.6

1998 Percent of Merchandise Imports 3. 4.0 9. 1. 17.9

Percent of Customs Revenue 15.6 21.0 52.1 5.1 93.8

G$ Million | 2,172 2,326 7,789 607 12,893 60.4

1999 Percent of Merchandise Imports 2.7 2.8 9.5 0.7 15.8

Percent of Customs Revenue 13.7 14.6 49.1 3.8 81.

G$ Million 2,488 2,918 13,626 418 19,450 70.1

2000 Percent of Merchandise Imports 2. 2.8 12.9 0.4 18.

Percent of Customs Revenue 12. 15.2 70.9 2.2 101.

G$ Million 3,007 3,705 15,424 406 22,541 68.4

2001 Percent of Merchandise Imports 2. 3.4 14.1 0.4 20.

Percent of Customs Revenue 20.6 25.3 105.5 2.8 154.1

Source: IMF based on ASYCUDA Monthly Reports from Customs and Trade Administration (Exemptions
and Customs Revenue), Bureau of Statistics (Imports)

2.37 The recent IMF study recommends a number of reform measures aimed at
ensuring a sound revenue base while ensuring that the tax system encourages productive
activities. The recommendations of the report include: broadehing the tax base by
reducing tax evasion and taxing services more comprehensively than is currently the
case; introducing a broad-based value-added tax (VAT); eliminating or reducing to the
minimum discretionary exemptions; stamping out corruption at the GRA; giving the

1 Note on Tax Exemptions, International Monetary Fund (Guyana Office), December 10, 2001.
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GRA powers to recruit and dismiss its staff; mounting and anti-smuggling campaign and
a tax awareness campaign aimed at improving compliance and revenue collection;
improving vertical equity by raising the threshold for the personal income tax and
collecting taxes from the self-employed.

C. Enforcing Hard Budget Constraint Through Better Accountability

2.38 Holding the Executive accountable is fundamental if fiscal policy and expenditure
management are to be sound. Holding the Executive accountable can be achieved in two
ways: through horizontal accountability (i.e., control by players of more or less equal
power) or through vertical accountability (i.e., control by players of lesser or more
power). The external accountability mechanisms (both vertical and horizontal) acting on
the Executive are constituted by the electorate, legislature, interest groups, judiciary,
political parties, the media, the Auditor General, donors and, to some degree, local
Governments (Figure 2.2).12

Figure 2.2: Horizontal and vertical checks on the executive

Electorate
Vertical checks

Legislature i [i Zi interest groups
Service , o . land NGOs

i commissions . G Executive I Parties
| Auditor Branch -4 Media

General Donors _
[Judiciary __ A X_+_

Vertical checks
'Local Democratic Organs'I

Source: Adapted from Schedler, Andreas, Larry Diamond and Marc F. Plattner, Editors: 'The self-
restraining State: Power and Accountability in New Democracies", Lynne Rienner Publishers, 1999.

2.39 The formal horizontal checks provided by the Legislature in Guyana are weak.
Given the magnitude of resources spent by the public sector (as a share of GDP) and the
implications of public policies and programs on the population, a thorough examination
of the Budget Estimates should take place and the National Assembly should be equipped
to provide proper oversight of the budget, indeed of all economic and financial matters,
as elaborated in the 2002 Country Financial Accountability Assessment (CFAA). An
Economic Affairs Committee was created through the May 2001 Constitutional

12 The arrangements created by the Local Democratic Organs Act of 1980 and the subsequent creation of
65 Neighborhood Democratic Councils in 1992 have not produced effective or accountable
administrations. In effect, the regional system has acted as an extension of the Central Government.
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changes.13 This Committee will be responsible for conducting detailed scrutiny of all
areas of Government's financial policy and administration. The analytical capacity of the
Parliament to evaluate the budget and ensure a constructive debate around fiscal issues
should also be strengthened.

2.40 Consultations with other stakeholders should be deepened during budget
preparation, and dissemination of budgetary outcomes to the larger public should be
introduced, building on the current practice of (a) limited consultation with civil society
and the private sector and (b) public dissemination of approved budgets. The
Government should encourage the use of community budgeting at the local/municipal
levels, and provide adequate and timely information to civil society groups and non-
Government actors for independent analysis and monitoring of public expenditures
allocation, management, and results.

2.41 The role of the Auditor General is key in providing a formal 'horizontal' check on
Government, and recent constitutional changes will reinforce the independence of the
Auditor General. The Auditor General used to submit his reports to the National
Assembly through the Minister of Finance, and used to be dependent on the Ministry of
Public Service for budget and staff. With the recent constitutional changes, starting in
2002, the Auditor General presents his Report to the Speaker of the National Assembly
and will no longer have to depend on the Minister of Finance to perform this important
function. Also, the Auditor General is now responsible for the organization of the
Auditor General's Office and for the recruitment of staff. Further, the Public Accounts
Committee will oversee the operations of the Auditor General's Office and the budget for
the Office of the Auditor General, once approved, becomes a statutory charge on the
Consolidated Fund. To be effective however, the recent constitutional changes must be
complemented with measures to improve the institutional and technical capacity of the
Auditor General's Office. The horizontal checks would be further strengthened if the
Public Accounts Committee could be given the power to summon any officer before,
during and after the submission of the Auditor General's Report and given its own
financial and technical resources to conduct investigations.

2.42 The Service Commissions, which represent another horizontal check on the
Executive, are empowered by the Constitution "to make appointments to public offices
and to remove and exercise disciplinary control over persons holding or acting in such
offices". In order to protect merit in public appointments, the Service Commissions in
Guyana carry out the recruitment themselves, specifying ex ante who the line agencies
can recruit. Although the arrangements in Guyana per se are not unusual or unworkable,
delays in approving appointments by the Service Commissions has sometimes led line
agencies to appoint temporary staff outside of the Public Service Commission
recruitment regime.

2.43 Within the Executive, a good public accounting system can provide powerful
internal checks and balances in the civil service, while at the same time strengthening

3 At the time of writing, the Economic Affairs Committee had not been formed because of
disagreements between the Government and the Opposition over its composition chairmanship.
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public finance managers' capacity and confidence to face external checks and balances.
The Authorities recognize that urgent, major overhaul needs to be done to the accounting
system, practices, procedures and the organizational arrangements that are currently in
place in Guyana. The Integrated Financial and Accounting System Project being
contemplated by GEMP may help improve financial management in Guyana. At the
same time, however, the Accountant General Department must become proactive in
promoting fiscal discipline and financial rectitude. The functions of the Department
should be expanded to encompass the management of risks associated with resource
management. It should be responsible, not just to keep books, but also to develop a
management framework and policies for financial management, procurement and asset
management. The Accountant General Department should also lead the reporting of
results to Parliament.

2.44 To further reinforce internal checks, the Authorities may also want to consider
implementing an Accountability Framework along the lines of a recent proposal made by
the GEMP program. 14 The proposed Accountability Framework lays out the
responsibility of the various offices and public officers involved in budget
implementation. This should be reinforced by a pre-agreed set of sanctions to be applied
to officials who are found guilty of misuse of budgetary resources.

IV. TACKLING THE BROADER CIVIL SERVICE REFORM AGENDA

2.45 Sustained progress in budgetary reform cannot be achieved in an environment
with persistent weaknesses in the larger civil service. Testing ten "commonly held
views" about the Guyanese public sector among other things, a survey of public officials
undertaken in 1999/2000 provided some insights into particular features of the public
service that may impact budgetary performance (see Table 2.7).

2.46 Despite the very considerable pay rises for most civil service officials in 1999 and
2000, the pay level remains insufficient to attract and retain highly needed technical staff
and managers. This not only causes a brain drain to the private sector and outside
Guyana, but it also engenders some distortions within the civil service. To attract
qualified staff, donor agencies often insist upon having project execution units whose
staff receive better remuneration to implement their projects. While they succeed in
improving project implementation, they introduce other problems, including inequities
between salaries of staff in project execution units and staff in other public sector
agencies. International experience suggests that bypassing the Government by creating
parallel units is not healthy in the long run. However, there is no apparent way of
avoiding these in the medium-term. To attract and retain qualified civil servants in key
agencies such as the Guyana Revenue Authority, the Government also has had to
introduce different salary scales in some agencies.

14 Guyana Economic Management Programme: "Accountability Framework for the Implementation of
Programme Budgeting in the Government of Guyana", Draft, Georgetown, February 2002.
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Table 2.7: Results from pilot survey of public sector officials

Prior Hypotheses Whether supported by survey rmdings

Public sector jobs are Supported. five out of six respondents said that the lives they had led during
attractive the past year were either good or acceptable, although 82% of respondents

said that their Government salaries were not sufficient to pay their living
expenses

Public employees are poorly Partially Supported. 48 percent of respondents said that new hires were
prepared for their jobs provided with a basic orientation program, and 58% respondents said they

had taught themselves their jobs.
Officials find the policies Not Supported. Three-quarters of respondents found instructions and policies
that they are asked to of their organizations to be consistent rather than conflicting. Half of the
implement are inconsistent respondents did not agree with or support the policies they are asked to

implement.
Recruitment is not merit- Partially Supported. 61% believe that persons recruited were the ones most
based qualified for their jobs. But only 14% said written examinations were a

regular practice in their organization's recruitment policy.

Politicians meddle in day to Partially Supported. 59% of surveyed public officials reported that politicians
day operational decisions of rarely or seldom interfere in operational decisions
the public sector
No incentives for good Supported. 52% said that there existed documented work/ performance

performance and few standards for each function in their organization but performances had been
disincentives for bad appraised more than two or three years ago or never at all for 54%.
performance
If only more money were Partially Supported. Public officials think performance evaluation systems
available, organizations will improve organizations' performance more than higher salaries
would perform better
Decision-making is Supported. More than two-thirds of employees were not at all connected, or
characterized by poor connected very little with budget preparation. When the division's budget is
communication and low cut, only 22% of respondents are involved in the revision of planned
employee participation programs.
Corruption is a serious Supported. 93% of all surveyed officials believe that corruption is significant
concern in the public sector; but only 9% of officials reported having known of

another official being disciplined for embezzlement.
Budget management Supported. 45% reported that in the previous year, their organizational
remains weak budget or some budget sub-head had been exceeded, and 79% did not know

whether organizations spending beyond the budget were in fact penalized.

Source: Survey of public officials in Guyana, funded by the World Bank Netherlands Partnership Program
(WBNPP). See Gokcekus, Omer, Nick Manning, Ranjana Mukherjee, and Raj Nallari: "Institutional

Environment and Public Officials' Performance in Guyana", 2000.

2.47 There are four distinct recruitment regimes in the Guyana public service (Table
2.8), excluding the Guyana Defence Force. Conceptually, recruitment regimes differ in
two principal dimensions: (i) arrangements for ensuring that recruitment is on merit
(merit protection); and (ii) arrangements for preventing over-hiring (establishment
control). In regimes 2 and 3 above, staffing totals are constrained by a headcount, in
principle ensuring that staff totals are within an agreed establishment total. The relevant
Service Commission, acting within its constitutional prerogative, ensures merit
protection. In regimes 1 and 4, staffing totals are in principle constrained by hard
constraints on the wage bill. Merit is the responsibility of the boards of management in
regime 1, and the hiring manager in regime 4.
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2.48 Each of these four regimes has weaknesses, and switching between them provides
Government workers the opportunity to find the weakest links in merit protection and
establishment control. For example, the inordinate delays in recruitment by the Public
Service Commission provide justification for the practice of using regime 4, which has
very weak merit protection arrangements and which is designed for exceptional
circumstances only, as the primary point of entry for many staff. Behind the legitimate
concern that the delays in recruitment presented by the Service Commissions are
unworkable, ministries and departments hire staff locally (regime 4) rather than through
the Public Service Commission (regime 3). They are then moved to the 'traditional
public service' (regime 3) when the Public Service Commission retrospectively approves
them. An emerging problem is that of the contract-workers who are growing in number
and whose unchecked recruitment could increase the perception of inordinate
discretionary powers in the hands of individual officials.

Table 2.8: Recruitment Regimes

Recruitment and merit protecuon Merit protection Principles of
regime responsibility - establishment control
1. Agency level--includes PEUs, Boards of Management Hard budget constraints

GUYSUCO, other state for public enterprises
corporations and the Statutory and statutory bodies
Bodies

2. Teaching service--including Teaching Services Headcount within
temporaries and unqualified Commission agreed establishment

3. 'Traditional public service" Public Services Headcount within
including the constitutional Commission agreed establishment
agencies--police, health staff and
other non-teaching staff

4. Ministry-recruited temporaries Hiring manager Hard budget constraints

Sources: IMF, Ministry of Finance database, Department of Public Service Management, and Public
Service Adjustment Credit.

2.49 Reforms are urgently needed to make opportunistic movement between the
different recruitment regimes more difficult. Budget constraints in regime 1 are softer
than they should be as the weak governance provided by the Boards of Management can
allow disproportionate expenditure on staffing from the budget subvention. Headcounts
are unworkable in regimes 2 and 3 because of poor management information. The
establishment totals for the "traditional public service" should be constrained by the
budget available for remuneration in the ministries and departments. One key reform
necessary to prevent movement between regimes, with a search for the weakest link, is to
require that the Public Service Commission and the Teaching Service Commission
approve posts within a specified period, for example 30 days. Delays beyond that period
could be considered as full approval from the Commission for recruitment to proceed.

2.50 Reforms are also needed to rationalize the statutory bodies by clearly linking their
creation and continued existence to real policy needs. Many statutory bodies, despite
having a mixed track record and a not-so-clear purpose, are tying up staff and financial
resources. Details of the statutory bodies, including their budgets and their history, are
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provided in annex. In fact, many of the statutory bodies have unclear relationships with
the central Government, with no standard mechanisms for transferring revenues back to
Government. Besides, many of them have not been audited in the past several years.
Three steps can usefully be taken to address these issues. First, a review of all statutory
bodies confirming their continued relevance is essential. This is a not insignificant task
given the political considerations that may be behind the continued existence of some
bodies. Second, incorporating transfers to and from the central Government to statutory
bodies into the program structure of the budget will increase the sense of ownership of
Ministers and senior managers for all the outputs in their sector. Third, clear criteria for
the establishment of new statutory bodies should be set up. The careful use of this
institutional arrangement, as has been proposed for the establishment of Regional Health
Authorities, can provide an opportunity to improve service delivery and operational
efficiency significantly. The challenge is to restrict the use of statutory bodies to those
situations where there are clear indications that a statutory body will have development
impacts in a way that would not be feasible with the central administration.
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3. REORIENTING SECTORAL EXPENDITURES
POLICIES TO BETTER SERVE THE POOR AND

REVIVE ECONOMIC GROWTH

3.1 This chapter assesses sectoral policies and expenditures. After describing the
main issues, the chapter looks into how policies need to change to improve economic
efficiency and provide the poor with better access to higher-quality services. The sectors
that are reviewed in this chapter are not only large spenders of public resources but are
also among the most obvious candidates for public provision of services. A
recommendation that runs through the chapter is the need to modernize the public sector,
establish benchmarks for services, begin linking budgets to performance, create space for
increased provision of services by the private sector, and evaluate the performance of
private sector service providers. The chapter also addresses, where appropriate, the need
to decentralize-with proper supervision from the center-and the need for the center to
focus on core businesses.

I. HEALTH

3.2 The historically well-performing health system of Guyana saw substantial erosion
in the 1980s-a period of severe under-funding and widespread departure of critical
skilled staff. The erosion of the health system, combined with continuing problems in
accessing clean water, sanitation and garbage disposal led to substantial declines in all
major health indicators. Recently, additional resources and implementation of successful
vertical and public health programs have helped improve some health outcomes.1

Despite these improvements, Guyana's health indicators remain below those of most
other countries in Latin American and the Caribbean. According to 1998 data, life
expectancy at birth was estimated at 64.6 for Guyana, compared to 74.7 for Jamaica, 76.5
for Barbados, 71.6 for Suriname, 72.9 for Venezuela and 73.8 for Trinidad and Tobago.
In 1996, Guyana had 8,929 persons per physician and 890 per nurse, compared to 1,541
and 250 for Trinidad & Tobago, and 6,419 and 490 for Jamaica. 2 Although the infant
mortality rate has decreased from 63 per 1,000 in 1987 to 53 in 1998, it remains among
the highest in the Caribbean. Maternal mortality, a more sensitive indicator of health
system performance, is also relatively high at 110 per 100,000, compared to 50 for
Barbados, 75 for Trinidad and Tobago, and 100 for Jamaica.

Vertical programs are specific to a disease or problem and are implemented in parallel with existing
delivery mechanisms, typically at the national level (e.g. AIDS education, malaria control).

2 Source, World Bank Report No. 15342, LAC vol. II. 1996.
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3.3 Public spending on health as a percentage of GDP has been increasing and
compares very favorably with other countries (Table 3.1). However, private health
spending is abysmally low. And since Guyana's per capita GDP is smaller, even the
relatively high share of GDP allocated to public spending on health translates into
substantially less dollar spent per capita compared to averages for Latin American and
lower-middle-income countries.

Table 3.1: Health Expenditure: Guyana and Comparators, 1998

Health.expenditure, Health expenditure,. Health expenditure per
public (% of GDP) private (% of GDP) capita (current US$)

Guyana 4.5 0.8 51
Latin America & Caribbean 2.8 3.7 264

Lower middle income 2.3 2.6 54
Sub-Saharan Africa 2.4 3.1 37

Source: World Bank, World Development Indicators

3.4 Though still small, the private sector's role has expanded rapidly in recent years.
This expansion is largely a response to growing demand for health services and low
quality of public service. The majority of private for-profit services are ambulatory care,

pharmacies and diagnostic laboratories. The private sector also provides a substantial

portion of the hospital beds in Georgetown in both for-profit and non-profit facilities.3

The private sector accounted for 47 percent of all visits to health facilities in 1999, up

from 43 percent in 1993. However, the increase in the use of private sector facilities has
disproportionately benefited higher income individuals (Figure 3.1).

Figure 3.1: Use of private sector by quintile: 1993, 1999
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Source: Calculations based on the Household Income and Expenditure Survey (HIES)/Living Standards

Measurement Survey (LSMS) of 1993, and the Living Conditions Survey (LCS) of 1999.

3.5 Quality and access (both physical and financial) are a major problem for most of

the population, but more so in rural interior areas such as regions 7, 8, and 9. In these

3 Hospital Services Plan for the Georgetown Public Hospital, RMC Resources Management Consultants,
Ltd. Draft of Nov. 3, 1999. Prepared for the GOG/IDB Health Sector Policy and Institutional
Development Program.
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regions, the lack of medical practitioners in the public sector means that individuals must
travel far to access even basic health services. For example, regions 7, 8, and 9 each have
only one or two assigned doctors.4 The capital region of Georgetown, Region 4, appears
to receive slightly less public funding per capita than other regions. However, this
apparent tilt is due to the fact that funding for the Georgetown Public Hospital
Corporation (GPHC)-which is widely used by Region 4's inhabitants-is not included
in the region's budget. There is a "second layer" access problem within public facilities:
poor patients receive treatment from medical staff less often than better-off patients
(Figure 3.2). Therefore, even the poorest individuals are seeking care in the private
sector. There was no discernible change in the use of private providers by the poor-as
shown in figure 3.1 above, in 1993, 39 percent of the poorest quintile sought care outside
public facilities; in 1999, 37.5 percent of the same quintile sought such care. Thus, the
out-of-pocket payments associated with private treatment place a heavy burden on the
poor.

Figure 3.2: Medical staff attending on patients, by income group, 1999
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Source: Calculations based on the Household Income and Expenditure Survey (HIES)/Living Standards
Measurement Survey (LSMS) of 1993, and the Living Conditions Survey (LCS) of 1999.

3.6 Even within the public system, the poor are turning more and more often to
hospitals for treatment as a result of increasing dissatisfaction with the services provided
in the lower level facilities (Figure 3.3). Since many of the services provided at hospitals
are ambulatory and could be handled less expensively at lower level facilities, this "run to

4 Since private practitioners also tend to remain concentrated in urban areas-the private sector does
little to solve the access problem.
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quality" could increase the cost of providing public health and exacerbate the inefficiency
of the system.5

Figure 3.3: Public sector facility use by quintile (1993, 1999)
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Source: Calculations based on the Household Income and Expenditure Survey (HIES)/Living Standards
Measurement Survey (LSMS) of 1993, and the Living Conditions Survey (LCS) of 1999.

3.7 The health system in Guyana suffers from a low ability to attract and retain
qualified staff mainly due to low pay (especially compared to salaries offered in other
countries that compete for Guyanese nurses and doctors), and poor working conditions.
Between 25 and 50 percent of key and central positions in the public health sector were
vacant (especially in poorer regions) according to a 1999 report.6 Human resource
management has not received sufficient attention, and despite some outreach effort under
"program 5", health sector professions still attract insufficient people in Guyana. The
dearth of skilled staff is more acute in lower level, peri-urban and rural facilities (70
percent of doctors are located in Georgetown). In addition, these facilities often lack
basic materials (consumables and pharmaceuticals) and offer poor services. Therefore,
even basic primary and diagnostic services are sought in higher level facilities or the
private sector.

3.8 It is extremely difficult to encourage and reward quality or efficiency
improvements in the health sector because, up to now, funding is tied to consumption of
resources rather than efficiency. The Ministry of Health (MOH) has neither the
information needed to effectively plan the sector (in fact, there is hardly a culture of using
data and facts for sector level planning), nor the levers to sufficiently guide service
delivery towards achievement of sector objectives. Information on basic system
performance variables (i.e. inputs, outputs, outcomes) are not systematically collected in
the MOH, which means that it is not possible to calculate unit costs for health services, to
know when a facility or region is using the resources more or less effectively or to know
if spending is having an effect on peoples' health.

5 The dearth of basic information about the health system such as outputs, costs of services and

programs, spending on types of services, or regional performance precludes the possibility of
evaluating the impact of certain categories of spending versus others in terms of overall outcomes or
impact on the poor.

6 National Development Strategy for Guyana, Chapter 19, Health Policy, August 1999 Draft.
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3.9 In addition to having no leverage over service providers via funding, the MOH
also has little leverage via supervision authority. Following the 1986 decentralization,
the regional administrations are responsible for the operation of the facilities on their
territory. The MOH is responsible for the key "stewardship" functions of monitoring
health indicators and ensuring quality of health services, and is responsible for
developing and implementing policies on environmental health and nutrition.. While the
decentralization was envisaged to increase performance pressures on regional facilities
through the presence of local supervision, such effective governance arrangements have
not emerged. The population continues to see the MOH as responsible for public health
services-placing little pressure on local Governments in relation to health.

3.10 Although the private sector is expanding and hence relieving some of the access
problems, the public sector does not provide adequate regulation and quality control; and
neither is the role of the private sector adequately integrated in sector level planning.
Although consumer satisfaction with private health quality is relatively high, the quality
of clinical services among private practitioners is not known. The Government does not
plan its own activities to complement the private sector, nor does it undertake policies
(such as regulation or contracting) to guide the private sector to contribute more to sector
objectives of access, quality and equity. The health of the population is also strongly
influenced by factors outside the health system. In particular, the pollution of the
environment by chemical and bacteriological agents resulting from waste disposal system
breakdowns is the source of a lot of illnesses and deaths.

Government Reform Proposal and Beyond

3.11 The Authorities have developed reform proposals and put in place some policies
to address some of the critical problems discussed above. 7 The major initiatives fall into
four categories:

* Increased public spending on health: In line with the Highly Indebted Poor Country
(HIPC) program, the Government has increased, and intends to continue to increase
substantially, the amounts of public expenditure flowing to health as documented in

chapter 1 (Table 2). For 2002, the budgeted resources flowing to the sector represent
4 percent of GDP or 8 percent of Government's budget. The Authorities plan to
undertake or continue critical infrastructure works at GPHC and hospitals and health
posts in the regions, including the construction of phase 1 of an In-Patient Building at
GPHC and additional works at the Skeldon, Linden, and West Demerara Hospitals.

* Restructuring the public service delivery system: These reforms provide for the
integration of all regional facilities (health centers, health posts, district hospitals) into
Regional Health Authorities (RHAs). These agencies will be autonomous in their
day-to-day operation, but will be directly answerable to the MOH for the outputs of
their facilities and for the health of the population within their defined region.8 The

7 This description comes largely from "Health Sector Reform for Guyana": 1999-2004," Health Sector
Reform Unit, Ministry of Health Guyana, August 1999.

8 Guyana is following the example of Trinidad and Tobago and Jamaica in their adoption of the
UK/Canadian model for autonomy of service providers.
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RHAs will be able to engage in cost recovery and hence will have a more diverse
financing structure. A one-year pilot program is scheduled to be implemented in
2002 in regions 5 and 6 (combined under one RHA).

* Restructuring and capacity building in the MOH: The MOH is being restructured to
better perform the core functions of policy-making, planning and budgeting,
coordination, research, and monitoring and evaluation. A Materials Management
Unit will be established within the Ministry to rationalize and improve the
distribution of drugs and medical supplies.

* Vertical programs: Recently, some vertical programs, such as immunization, have
been successful in reducing the occurrence of avoidable deaths. However, several
critical public health programs remain to be effectively implemented. These include:
vector control and reduction of environmentally related illnesses and sexually
transmitted diseases such as HIV/AIDS which is reported to affect an estimated 3 to 6
percent of adults. A National Strategic Plan for HIV/AIDS has been drafted. It
includes actions to develop health promotional programs, strengthen diagnosis,
improve surveillance, and provide adequate and affordable drugs and medicines.

3.12 Though the reforms will address many of the systemic problem, a number of
issues either have not been addressed or have been given inadequate attention. For
example, evidence indicates that the poor suffer disproportionately from communicable
diseases, and hence would benefit the most from a better control of those diseases. 9' 10
On the other hand, spending public resources on hospitals is necessary for protecting the
poor from the catastrophic costs of tertiary or chronic care. Moreover, as discussed
above, the poor use public hospitals at higher rates than the non-poor; so continued
public funding to public hospitals is progressive, provided the poor have access to in-
patient as well as out-patient services.

3.13 The reforms must take the role of the private sector into account more
systematically-both structurally and financially. Currently the majority of health
services delivered by the private sector are primary care services which people are
willing to pay for. The Government must take advantage of the willingness of users to
pay for certain services, and use it to aid in the achievement of public policy goals-by
freeing up public expenditure for those goods which private individuals either cannot or
will not pay for. While increasing the contribution of the private sector, the Government
should perform key public functions such as regulation, quality control, consumer safety,
monitoring, evaluation, disease surveillance, and licensing.

3.14 The reforms planned in Guyana are substantial and their successful
implementation will require the involvement of stakeholders and beneficiaries. The
Government should ensure that adequate resources and time are budgeted to manage
implementation of the planned reforms. The reform proposals outline the development of

9 Comrnunicable diseases include inter alia tuberculosis, malaria, AIDS, acute respiratory infection.
10 See Jeffrey Hammer, "Economic Analysis for Health Projects," World Bank Research Observer,

12(1): 47-71, 1997.
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a social assessment tool-which would enable the identification of potential beneficiaries
of these programs. This should become a key component of the reforms. In fact, the
Government will need to engage in intensive consultation with beneficiaries and other
stakeholders. Also, if the private sector is to play a larger role in health service provision,
it is critical that an on-going dialogue between public and private partners be
established.'" To facilitate cost recovery, user fees should be implemented selectively for
those services delivered in public facilities but for which the willingness to pay is
significant. In particular, user fees can be introduced at hospitals for ambulatory care.

II. EDUCATION

3.15 Considered one of the best in the Caribbean before 1976, Guyana's ediction
system deteriorated in the 1980s due to inadequate funding and monitoring. Before the
nationalization of schools in 1976, Guyana's educational system comprised a mix of
private and public institutions. Both types of institution charged tuition fees and there
were few public resources devoted to the sector. In 1976, the Government declared that
education was to be publicly provided and free for all at any level. However, it did not
provide the resources to meet this commitment. During 1989-1992, the share of public
education expenditure in total expenditure in Guyana was just 5.9 percent, compared to
15.7 percent in Africa and 13 percent worldwide."

3.16 Public expenditures on education as a share of GDP have increased from 4.5
percent in 1989 to an estimated 9.3 percent in 2001 (Table 3.2), which is much higher
than the regional average of 3.7 percent.13 The fast increase in the share of education
expenditure since 1998 is the result of the HIPC program. Primary school enrollment
rates are high at 98 percent (in fact, primary school attendance is compulsory in Guyana)
and the secondary school enrollment rate of 64 percent is quite respectable for a country
with Guyana's level of income.

So-called "consultative mechanisms" have been instrumental in reforms aimed at enhanced public-
private interaction. See "Consultative Mechanisms in Mexico", Private Sector Development
Occasional Paper #39, January 2000, by Jessie Biddle, et al.

12 Government of Guyana, National Development Strategy-Education, draft 1999.
13 The World Bank, World Development Indicators.
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Table 3.2: Education Expenditures: Some Basic Ratios (%)

Actuals Revised

1989 1991 1993 1995 1997 1999 2001
(Percentages)

Education/GDP 4.5 2.1 3.5 3.7 4.7 5.5 8.4

Education/Total Exp 9.3 4 7.8 9.1 10.8 12.5 17.0
Current Education/Total Current 8.7 4.1 8.5 10.3 10.9 14.8 16.5

Education: Current /Total 69.4 77.2 76.4 75.7 65.5 74.7 66.3
Total Current/Total Exp. 73.9 74.4 70 67.4 64.7 63.0 68.6

Source: Ministry of Finance and Ministry of Education

3.17 In addition to total educational expenditures, unit costs for education have risen at

all levels, particularly in the Georgetown area. This is due to a combination of increases

in expenditures on maintenance and books, and an increase in teacher salaries, especially
for graduates. Comparing figures for Georgetown schools, it costs more than two and a

half times as much to educate a primary school student in 2000 as compared to 1995.

3.18 Guyana's inter-level allocations of public expenditures is good. The share of the

budget going to primary education increased during the 1990s. At the same time,

enrollment rates in secondary schools increased considerably between 1993 and 1999 for

all expenditure quintiles (Figure 3.4). One reason for the improved inter-level allocations

is the introduction of user fees at the University of Guyana (UG), thus allowing for some

cost recovery in an area where private benefits are high. The increase in total and

primary education expenditures, the fees at UG, and the increase in secondary school

enrollments all point to a favorable transfer of resources.

3.19 While substantial progress has been made, some perennial problems remain and

some indicators of sector performance have failed to improve. And according to the

National Development Strategy (NDS), the functional literacy rate is estimated to be just

over 50 percent. Although the core subject scores in the secondary school entrance exam

(SSEE) have improved significantly since 1992 (Table 3.3), the Caribbean Examination

Council (CXC) pass rates remain below the average for the Caribbean.
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Figure 3.4: Enrollment rate of 15-18 year-olds by Expenditure Group
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Table 3.3. Secondary School Entrance Examination: Percentage of Students Scoring more
than 50% of the Marks

Percentage of student scoring more than 50% zo

Social Studies. Mathematics Science English
1992 17 4 21 8

1995 14 22 27 21

1999 40 20 47 27

2000 30. 37 37 30
2001 29 43 36 36

Source: UNESCO, Education for All in the Caribbean, Assessment 2000, Guyana Country Report, Sept.
1999

3.20 Although the large expenditure increases since 1991 have resulted in improved
coverage nationwide, there remain significant disparities across regions and income
groups. First, the regional allocation of public spending shows a distinct pro-rich bias, a
bias that has not changed much for the past decade. Figure 3.5 shows the correlation
between annual per capita public spending on education and per capita family
expenditure for 1999 (in thousands of Guyanese dollars). The poorer regions 1, 8 and 9
have distinctly lower expenditures than the others.
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Figure 3.5: Public expenditure on education per capita (000's of G$) by regional
per capita expenditure, 1999
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Source: Calculations based on the Living Conditions Survey (LCS) of 1999.

3.21 The discrepancy in spending is also reflected in secondary school enrollment
rates. The enrollment rate for the 12-16 age group is lower in the poorer regions 1 and 8
than in the richer regions of Georgetown and region 10, although the relation overall is
not very strong. In fact, the intra-regional inequities are even greater than the inter-
regional ones.

3.22 Budgets and enrollments do not capture the full extent of the inequities between
regions. There is also a strong correlation between the type of secondary schools that
children attend and regional income. The richer regions have a disproportionately high
enrollment in General Secondary Schools. The percentage of children in General
Secondary schools, as opposed to Primary "tops" and Community High Schools, in each
region is a good reflection of overall educational quality. General Secondary Schools
receive considerably more budget support, qualified teachers and supplies than other
secondary schools. Also, General Secondary Schools experience a lower rate of student
absenteeism, which is consistent with the perception that they provide a higher quality
education.

3.23 Another dimension of equity and quality is access to textbooks. The 1999 LCS
found that 30 percent of the poorest students have no textbooks at all; that less than 30
percent of them have access, either exclusively or through sharing, to all the textbooks
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they need. On the other hand, 50 percent of students from the most affluent quintile have
access to textbooks. However, this represents progress compared to 1993 when the
Living Standards Measurement Survey (LSMS) showed that the majority of students had
no textbooks at all.

3.24 There seems to be substantial dissatisfaction on the part of parents in the quality
of public education, which has been expressed mainly via an expansion in the use of
after-school tuition by public school teachers.'4 One source of dissatisfaction is with the
extensive use of unqualified teachers-those that have not passed teacher training
examinations-particularly in hinterland areas such as region 8 (Table 3.4). This has
stirred a debate on the inadequacy of the hardship allowance and of the housing facilities
offered to teachers stationed in remote areas-an inadequacy that discourages the
mobility of the most senior and qualified part of the profession. The inadequate flow of
qualified and trained teachers to the schools is partly due to the fact that the Teaching
Service Commission (TSC) is slow in turning out appointments.

Table 3.4: Unqualified teachers as a percentage of all teachers, all levels

.1997- - 1999- 2000

Region 2 30 47 25

Georgetown 22 31 15

Region 8 79 80 63

Region 6 21 43 18
Source: Ministry of Education

3.25 Despite dissatisfaction with public schools, there are still very few private
schools.'5 Fully legalized only in 1992, private schools housed less than 1 percent of the
total number of students in 1997, in part because few people can pay the full price of very
good quality education in the private system.16 A private school for which data is
available (the School of the Nations) charges annual fees of about U$900, U$1,100 and
U$1,250 for nursery, primary and secondary enrollment respectively. The expansion of
the informal private sector in the form of after-school tuition is meeting the demand for
higher quality teaching. The economic incentive for public teachers to be engaged in the
private tuition business is quite strong as teachers seek to complement their low public
sector wage.

3.26 Guyana suffers from a massive brain-drain in the teaching profession. This brain-
drain has been facilitated by the fact that Guyana shares the language and, in many

14 Government of Guyana, National Development Strategy-Education, draft 1999.

15 However, since 1997, there has been an upsurge in application for private schools. At least five new
private schools have been open then.

16 Ministry of Education, Education Digest, 1998.
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respects, the culture of several of the competing countries.17 Good teachers in Guyana
therefore have quite a broad range of alternatives to offering their services to the Ministry
of Education in Guyana; and they have responded readily to wage differentials with other
countries in the Caribbean, the US or Africa. Thus, contrary to what happens in most
countries where teachers' salaries have to match some domestic comparators, salaries in
Guyana have to compete with that of other countries which are often several times richer.

Policy Recommendations

3.27 Expenditure reallocation. The Authorities may want to allocate more resources to
the poorer regions, especially Regions 1, 8, and 9. In addition, greater effort to reach
some of the more remote areas within each region should be made. The Authorities
should also pursue policies to reallocate funds from General Secondary Schools towards
Community High Schools and "Primary tops" schools. 8 The possibility of introducing
fees for General Secondary Schools should be explored. Since these schools are
disproportionately attended by the well-off, such fees would be progressive. Spending to
upgrade Community and Primary "tops" schools will disproportionately benefit the poor.
Steps should also be taken to evaluate the equity impact of subsidies to UG to see if
student fees can be raised. The returns to university education are almost entirely
enjoyed by the student. A rough calculation shows that a 28 percent reduction in
subsidies to UG could allow a doubling of hardship and station allowances for teachers in
remote rural areas.

3.28 Teachers incentive. Regarding the retention and performance of teachers, more
training is at best a very partial solution. In fact, training at university may have led to an
increase in emigration. Similarly, the solution cannot be a further general increase in the
salary level. As part of the solution to the teacher retention and performance problem,
Government will need to recognize the importance of teachers' role by giving them more
voice in school management by designing sensitization campaigns that boost teachers'
social status, and by financially rewarding them for achieving predetermined, measurable
goals (in either input, like teachers and students attendance, or outcome variables, like
exams passes or average grades). Ideally a society would want to control quality at entry
of teachers, but barring that, ex-post achievements can be encouraged in a fair and
equitable way. However, the design and implementation of these incentives are very
difficult to do at the national level.

3.29 School management. Better school management can be achieved through
decentralization to the community level. Decentralization of a public service by itself,
though, can be completely ineffective in improving quality. A survey of Latin American
experiences with education decentralization finds that more autonomy to schools may or

17 See UNESCO, Education for All in the Caribbean, Assessment 2000, Guyana Country Report, Sept.
1999. The phenomenon is also mentioned in the Report of the Arbitration Tribunal to Enquire into the

Dispute between the Ministry of Education and the Guyana Teachers' Union, August 1999.
18 The country has already started broadening the narrow base of quality learning GSSs currently offer

with the World Bank Secondary School Reform Project (SSRP). The project focuses on the first three
years of the secondary cycle as a natural follow-up of the Primary Education Improvement Project

(PEIP) sponsored by the IDB.
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may not have a positive impact on quality (measured in learning gains).19 In the case of
Guyana, learning decreased during the regional decentralization experience of the 1980s.
However, no serious evaluation has been conducted to establish a cause and effect
relationship. Going forward, the Authorities may want to experiment with community
self-management.

3.30 Management role on the part of Ministry of Education (MOE). The Ministry can
make use of the school-specific knowledge possessed by teachers and parents to elicit
from them diagnoses and solutions to their problems and then give them the means to
implement the solutions. The MOE can share information on successful community
experiences in reducing absenteeism, or in encouraging school-level awards. It can also
help solve problems that cannot be handled by communities themselves such as
supplementing budgets to accommodate hardship allowances in difficult posts in poorer
areas. It might also develop a reform "menu" for this subset of schools.2 0

3.31 Improved information gathering. Only by having better information can one
ensure the success of performance-related teacher incentives and greater stakeholder
participation initiatives. Data on such indicators as teachers' absenteeism, on the reasons
for both students dropping out and teachers leaving, and on students' performance at tests
would be useful. Once information on students' performance across schools is available,
the worst cases could be carefully examined and small-scale surveys conducted whereby
all the parties (parents, students, teachers and principal) would be consulted as to the
reasons for failure.

III. POVERTY PROGRAMS

3.32 Poverty programs are an important component of Government strategy and
increasingly command an important share of public expenditures given the high level of
poverty. According to the 1999 LCS, 35 percent of Guyana's population is poor, and 21
percent extremely poor. In the rural areas along the coast and in the interior, the
incidence of poverty is nearly universal, at 92.5 percent, whereas poverty rates in urban
areas, and Georgetown in particular, are considerably lower, at about 16 percent. Most
Guyanese of Amerindian descent are poor and have limited access to public services due
to their geographic isolation which imposes high market access costs.

3.33 The two main Government poverty alleviation programs are the Social Impact
Amelioration Programme (SIMAP) and Basic Needs Trust Fund (BNTF). The former
was created to mitigate the negative impact of the Economic Recovery Program (ERP).
It has been funded primarily by donors (mainly the Inter-American Development Bank

19 Burki S.J., G. Perry and W. Dillinger, 1999, Beyond the Center: Decentralizing the State, World
Bank Latin American and Caribbean Studies. See Table 13 for a summary of characteristics of
effective schools matched with the relative decentralization variables. Also, Table 14 for a synopsis of
the features implemented with the reforms.

20 See for instance the Mexican experience documented, among many other education reforms, in: Maria
Teresa Tatto, Conceptualizing and Studying Teacher Education Across World Regions, paper prepared
for the World Bank-sponsored conference "Teachers in Latin America", San Jose, Costa Rica, June
1999.
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(IADB) although the World Bank provided initial funding) and its Board strives to
maintain an arms-length relationship with the Government. SIMAP provides grant funds
to communities for projects in a wide range of sectors. Funding requests can come from
communities or from NGOs acting on behalf of communities. Communities are expected
to contribute part of the cost of projects, usually in the form of labor. Typically its
projects include the construction or rehabilitation of roads, water supply systems, schools
and classrooms, markets, health centers, and drainage and irrigation infrastructure. Other
SIMAP components include vocational training, an emergency response mechanism, an
Amerindian component, and a nutrition program.

3.34 A very similar program to SIMAP, the BNTF also provides grants to communities
for similar kinds of projects, and is funded by the Caribbean Development Bank (CDB).
The need for having a separate program seems to arise because of different needs of the
donors rather than of the Government. BNTF's operations have concentrated on the
coastal regions. In recent years, though, a substantial amount of resources has been
allocated to one of the poorest hinterland areas.

3.35 Under both programs, the decision to award a grant is made by ranking funding
requests, among other things, according to project location on the basis of a poverty map
constructed in 1993. However, the amount of resources going to the poor is not well
correlated with the number of poor in the regions. The hinterland regions appear to be
particularly under-funded as can be seen by comparing the distribution of the poor across
regions with the share of total disbursement received by the regions (see Table 3.5).
While difficulty in accessing the hinterland can be a reason for this bias, there is clearly
room for improving the equity in the allocation of targeted poverty programs. This is not
to say that SIMAP and the BNTF are not living up to their mandate, but rather reflects the
objective difficulties involved in reaching the poorest regions. The distribution of funded
projects reflects the higher transportation and transaction costs to reach the hinterland
regions. In fact, the distribution of funded projects appears to be improving. Based on
projects already approved or in the pipeline, regional disbursement projections show a
much smaller variation in benefits per poor.



51

Table 3.5. SIMAP and BNTF disbursements: distribution of poor and resources across
regions (percentages)

Poverty Rate Share of Poor Share of SIEMAP Share of BNTF
(Headcount Resources resources

Index) 1994-1000 1997-2000
Region 1 73.9 9 3 8

Region 2 43.8 10 11 6

Region 3 29.8 11 15 4

Region 4 18.3 25 32 32

Region 5 34.1 9 8 19

Region 6 16.0 9 19 31

Region 7 26.2 2 2 0

Region 8 90.2 6 1 0

Region 9 88.7 12 2 0

Region 10 24.8 6 6 1

Source: SIMAP and BNTF

Policy Recommendation

3.36 The design of SIMAP and BNTF, including their focus on small-scale
infrastructure projects, and their use of NGOs, are appropriate in the context of Guyana.
While current efforts to improve targeting need to be stepped up, both programs appear to
be working relatively well with relatively low administrative costs. Moreover, they seem
to be able to identify beneficiaries and are able to disburse funds quite well. However,
given the similarity between the two programs, the feasibility of merging them should be
explored in order to reduce administrative costs and facilitate better targeting. Also, the
poverty map on which project approval decisions are based should be updated using the
1999 LCS in order to ensure accuracy in targeting the poorest areas.

IV. ECONOMIC AND SOCIAL INFRASTRUCTURE: SEA DEFENSES, DRAINAGE, ROADS,
WATER, AND HOUSING

3.37 Good infrastructure services are not only necessary to encourage private
investment in productive areas but can alleviate the hardship faced by the poor and
contribute to increasing their income-generating capacity. Poor infrastructure services
increase the need for the poor to divert their meager resources from basic needs to
expenditure items such as transportation. In fact, the poorest quintile in Guyana spends
more than twice as much on transport as on health and education combined (Figure
3.6).21 Thus, good infrastructure services can improve the poors' spending ability on
human capital and thus improve their productivity and income generating capacity.

21 The ratio of spending on transport divided by the sum of spending on education and health is 2.4

for the poorest quintile, and respectively 1.8, 1.6, 1.8, and 1.9 for the second, third, fourth, and fifth
quintiles.
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Higher production and incomes, in turn, can allow Governments to sustain fiscal
expenditures for the poor while maintaining macroeconomic stability. Thus a strong
virtuous cycle exists between good infrastructure services, economic activities, and
poverty reduction.

Figure 3.6: Household Expenditure Composition by Quintile 1999
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Source: Calculations based on the Living Conditions Survey (LCS) of 1999.

3.38 In spite of recent progress, Guyana's infrastructure system needs significant
improvements. For example, frequent breaches of sea defenses pose a major risk to
settlements and economic activities. The road network suffers from inadequate
maintenance. Flooding threatens the economic lives of some of the most productive
regions of the country. The poor quality of water has led to the prevalence of water borne
diseases in many parts of the country. Squatter settlements on Government-owned lands
have become a major problem. And some of the potentially productive areas of the
country are outside the existing infrastructure network.

3.39 This section analyzes selected issues, expenditures, and policies related to
Guyana's sea defenses, drainage and irrigation, roads, water, and housing. The emphasis
is on suggesting ways to finance and execute needed investments in infrastructure and to
develop incentives, institutions, and financing-arrangements for effective operation and
maintenance.
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A. Sea Defenses

3.40 About 90 percent of Guyana's population lives on the coastal strip, which is 425

kilometers long and 3 to 11 kilometers wide, and accounts for less than 2 percent of the

country's total land size. There is limited road and other infrastructure in the rest of the

country. The coastal strip lies between 0.5 and 1.4 meters below mean high tide sea

level, which makes it prone to flooding and erosion. The coastline is therefore protected

by a sea defense system totaling about 340 kilometers, comprising 107 kilometers of hard

man-made defenses, 153 km of a mangrove belt-some of it backed up by a man-made

earth embankment, and 80 km of natural sand banks. The hard structures generally

consist of an earth embankment protected on the seaward side by a concrete slab and a

wave wall or by-rock armoring (rip-rap).

3.41 Although the sea defense system has helped protect the low-lying land from

flooding, it has suffered from neglect and low maintenance over the years. Most of the

concrete structures are between 25 and 65 years old and in need of rehabilitation and

upgrading. In fact, with the exception of 15 kilometers of sea defense constructed in East

Coast Demerara during the early 1980s, little attention was paid to sea defenses from

1975 to 1990. In fact, in one year during the late 1980s, 50 breaches were recorded. The

large quantities of saline water flowing through the breaches inundated the land causing

contamination of agricultural soils, damage to infrastructure and services, loss of

property, and distress to residents.

3.42 Expenditure allocations to sea defenses have been less than adequate. In fact, the

Government budget allocated to maintenance of the sea defense system fell from

US$621,000 in 1994 to $216,000 in 2001. This trend is in stark contrast with the

findings of a 1993 Government-commissioned study that estimated the financial needs

for adequate maintenance and management of the sea defense system at US$3 million

annually.22 To supplement Government expenditures, a sea defense cost recovery

mechanism was proposed but was neither endorsed nor implemented.

3.43 A change in institutional arrangements may have exacerbated the situation.

Between 1982 and 1990, the responsibility for management and maintenance of sea and

river defenses was given to the Regional Democratic Councils. However, much of the

power and budget was still controlled by the Central Government, and the regions lacked

the financial and human resources to fulfill their obligations. Finally, a 1992 law reverted

the care, maintenance, and management of sea defenses to the Sea Defense Board, with

the Hydraulic Division of the Ministry of Agriculture being the executing agency for the

Board. Five major donors-the CDB, the European Union (EU), USAID, IDB and the

World Bank-supported the new law and expressed interest in providing institutional

development support and funding for sea defense rehabilitation.

3.44 Recognizing that it would take time to build up the Sea Defense Board's ability to

implement the rehabilitation of sea defense infrastructure, donors supported the creation

22 "A Cost Recovery Study for the Sea Defenses in Guyana", Planning Division, Ministry of Agriculture,
November 1993.
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of a Project Execution Unit (PEU) to oversee, control, and coordinate implementation of
donor funded programs. This includes planning, procuring consultant services for design
and construction supervision, tendering, awarding construction contracts, monitoring
progress, ensuring completion, and finally handing over the program. A semi-
autonomous institution, the PEU was viewed as an intermediate step towards the creation
of a new entity responsible for both construction and maintenance of sea defenses. The
PEU attempted to implement a program of construction under four externally-funded
contracts by the EU, the World Bank, IDB, and CDB. While the EU-financed component
of the program was completed, there was limited success with the other components,
mainly because of problems in tendering and a lack of acceptable proposals for cost
recovery-although some smaller works were carried out satisfactorily by local
contractors under the IDB-financed component.

3.45 There are two principal reasons for the failure of the tendering processes. First,
local contractors have limited capacity to undertake large contracts and are often
disqualified from bidding on technical grounds. Second, the larger foreign contractors
are unwilling to assume the risks associated with Government contracts in Guyana
without charging a high premium. The risks arise partly because in the past, the
Government cancelled some construction contracts with foreign firms after the firms had
mobilized expensive machinery and staff. The resulting premium raises the cost to a
level where the Government and donors are reluctant to award contracts.

3.46 Given the limited capacity within the line agencies for implementing large-scale
contracts, the present arrangement of having the PEU oversee and coordinate
construction contracts that are executed by the private sector is likely to continue to be
necessary. This requires continued and renewed donor support to the PEU, although
stricter controls and closer supervision may be necessary. In addition, measures to
improve accountability and information gathering would help improve the effectiveness
of the PEU.

3.47 The Government plans to implement a new sea defenses program with grant
23-tidothsedeesfinancing from the EU. In addition to rehabilitating about one-third of the sea defense

system that had been classified as critical, the program provides for technical assistance
and the establishment of a shore zone management system. There are also components
for aerial photography, collection of detailed coastal marine and oceanographic data,
identification of potentially vulnerable areas, and a study to identify measures and
activities to increase public awareness and participation in the monitoring and
maintenance of the sea defenses. Drawing lessons from the problems of the last major
program in the sector, close monitoring and supervision as well as better Government
buy-in of the project can help ensure a good result.

23 The new program builds on a 1995 IDB-financed study advocated . See "Guyana Shorezone
Management Program, Design and Feasibility Study, Final Report," Swedeplan, January 1995.
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Policy recommendations:

3.48 There is a need to develop a system to ensure that sufficient resources for future
maintenance and emergency works are available and that the activities are carried out in a
cost-effective manner. Given past experience, some are suggesting more drastic options
such as legislatively mandating a specified amount for maintenance or earmarking a
portion of capital expenditures on any public project on the coast to a fund for
maintenance. There is clearly a need to develop some form of a cost-recovery
mechanism.

3.49 The possibility of entering into a long-term maintenance contract with the private
sector needs to be explored. At the same time, the local private sector could be provided
with technical assistance to improve their chance of being able to successfully bid for
construction or maintenance contracts. Given the strong public goods nature of sea
defenses activities, the Government will have to continue to play an important role in
financing such activities and ensuring adequate incentives for its Operation and
Maintenance (O&M).

3.50 Local communities should play a greater role in monitoring potential breaches
and protect against the theft of rocks from sea defense infrastructures. Local
communities have the most to lose from breaches in sea defenses and are closer to the
sites. If well organized, they can ensure daily monitoring.

B. Drainage and Irrigation

3.51 In order to ensure an adequate level of agricultural production, the fertile land
along Guyana's coat is protected by a fairly extensive infrastructure for irrigation and
drainage as well as for flood control. This important hydraulic infrastructure, which is
publicly owned, is presently in a state of serious disrepair and neglect.

3.52 The hydraulic infrastructure has reached a state of disrepair because of several
inter-related reasons. As in many other sectors, the capacity and incentives for public
officials to operate and maintain the system have been lacking. In addition, until 1994,
the multi-layered legal and institutional structure regulating drainage, irrigation, and
flood control was overly complex and very inefficient. It comprised 19 pieces of
legislation-some of it dating back to 1940-and involved 10 agencies. This led to
fragmented and overlapping institutional responsibilities, unnecessary complexity, and
lack of a central policy-making authority. There was little long-term planning,
coordination, monitoring, or environmental assessment of agricultural water resources.
Moreover, farmers-the primary users of drainage and irrigation services-have had
limited participation in the design of drainage and irrigation systems and have almost no
representation or voice in their O&M.

3.53 Drainage and Irrigation (D&I) services deteriorated substantially after the D&I
Board was disbanded in 1983 and responsibility for O&M of drainage, irrigation, and
flood control was transferred to regional Governments. The regions did not have the
technical capacity to carry out O&M. As a result, agricultural production, especially rice
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production, fell substantially. Farmers became less able to pay their O&M charges, while
the Government was reluctant to penalize delinquent farmers or to raise O&M charges in
line with increased costs. Although charges today are very low, collection rates are
typically only 10 to 40 percent. This low cost recovery has starved the various public
agencies of funds for O&M, which further lowered the quality of services, in turn
lowering the willingness to pay and resulting in a vicious cycle of low quality-low
willingness to pay.

3.54 In 1994, parliament reestablished the D&I Board, renaming it the National
Drainage and Irrigation Board (NDIB). The legislation centralized the responsibility for
policy, management, and administration of the D&I system into a single, national entity
and simultaneously provided the legal framework for coordinating with regional and
local levels. While this provided the basis for further policy reform, little has been
accomplished to date. Regional Governments still face the budgetary and institutional
constraints with respect to carrying out O&M. Farmers still have little say in the design
and execution of works. Regional Governments still face the same procurement issues
and delays in trying to execute works although recent changes to the public procurement
framework may soon lead to some improvements. Decision of the Central Tender Board
(CTB), were so slow that regional budgets often did not get spent before the end of the
fiscal year. For this reason, regions often would break up their works contracts into
several smaller lots that are below the CTB threshold, which raises costs and makes
effective management difficult.

3.55 Under a new law, an Authority with wide powers over drainage, irrigation, and
flood control activities has been entrusted to promote the involvement of water users,
local Governments, and the private sector in such activities. Furthermore the new
Authority can delegate to water user associations the responsibility to provide services for
the management, operation, and maintenance of the drainage, irrigation and flood control
system.

Policy Recommendations

3.56 Government assistance to help establish and strengthen water user or farmer
associations would have a strong positive effect on the effectiveness with which drainage,
irrigation and flood control activities are carried out. A pilot scheme in Region 5 where
farmer associations are now responsible for the O&M of certain canals holds promise.
Experience in countries such as Chile, Mexico, and Peru has shown that transferring the
responsibility and assets to water users leads to improved services at lower cost. Also,
the willingness of users to pay for such services increases if the fees are set and collected
by users and kept within the system rather than returned to the Treasury.2 4 These ideas
are relatively new to Guyana but have the support of farmers.

3.57 If the reforms are successful, and water user associations are strengthened
sufficiently to be able to carry out all O&M satisfactorily, the Government's future role

24 See, for example, Easter, Dinar, and Rosegrant, eds. Markets for Water: Potential and Performance,
Kluwer Academic Publishers, 1999.
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will be mainly to subsidize activities relating to flood control and to provide grants and

loans for D&I rehabilitation. These activities, as well as the technical assistance to

strengthen water user groups, are unlikely to cost more than current allocations for

irrigation rehabilitation, while the results are likely to be far superior.

C. Water and Sanitation

3.58 Guyana's coastal strip has abundant supplies of groundwater, of which about

40mm are extracted every year. As annual rainfall in the recharge area is 1000mm, the

recharge vastly exceeds replenishment needs.25 Following efforts by the Government and

substantial financial and technical assistance for water infrastructure, about 92 percent of

Guyana's population has access to piped water supply-similar to countries such as

Brazil with substantially higher income levels.

3.59 Even though the raw water source is abundant and generally good, reliability of

water services and water quality are poor. Water is available a few hours a day typically,

and water testing carried out in 1999 showed that, in many cases, water quality did not

meet international standards. Water contamination arises mainly through the distribution

system; as a result, Guyana suffers from a high frequency of water-related illnesses. A

study carried out by United Nations International Children's Education Fund (UNICEF)

showed that the high incidence of diarrhea and outbreaks of gastro-enteritis, typhoid and

malaria among the population can be linked to the poor quality of water.2 6 The impact of

inadequate water and sanitation services tends to fall primarily on the poor, particularly in

marginal and squatter areas as well as in rural and hinterland Amerindian communities.

3.60 There also appears to be serious public health risks associated with poor sanitation

arrangements such as poorly designed on-site sanitation, uncontrolled dumping of sludge

from septic tanks, inadequate solid waste disposal and poor maintenance of surface

drains. While there is some access-albeit limited-to sewerage facilities in parts of

Georgetown and New Amsterdam, in much of the country, the responsibility for

sewerage and sanitation is left to individual households. Also, the use of septic tanks and
pit latrines is widespread throughout the country. However, given the potential adverse

impact of this form of sanitation on health, efforts should be made by the Authorities to

provide complementary assistance or seed-money for upgraded facilities to be

constructed in rural areas. More generally, the establishment of standards and their

monitoring and the investments in water and environmental sanitation, would go a long

way in improving the health of the population.

3.61 Domestic water supply and sanitation services used to be provided by two

separate utilities reporting to the Ministry of Water and Housing: the Georgetown

Sewerage and Water Commissioners (GS&WC), serving Georgetown, and the Guyana

Water Authority (GUYWA), serving the rest of the country. While the service and

financial situation of GS&WC was much better than GUYWA, both companies suffered

25 See the DFID-financed study undertaken by KPMG titled "Guyana Water and Sanitation Sector

Studies", December 1999.
26 UNICEF Mid-term Review Report, 1995, quoted in World Bank "Social Safety Nets in Guyana:

Review and Issues for Reform", May 2002.



58

large water losses. Total distribution system losses were estimated at 70 percent of the
water produced. This was mainly due to losses from poorly maintained infrastructure and
to water theft via illegal connections.

3.62 The Government has developed a comprehensive reform program, largely
inspired by a thorough analysis of the sector through a study by a consortium of firms led
by Klynveld Peat Marwick Goerdeler (KPMG) and financed by UK Department for
International Development (DF1ID). The reform program includes four main components.
First, the two existing water utilities (GS&WC and GUYWA) have been merged into a
single national public company (Guyana Water); and the management of the new
company has been contracted out to the private sector with the requirement for a special
strategy to handle hinterland water supply and sanitation issues. It is hoped that in about
five years, it will be possible to award a concession contract for Guyana Water once the
tariff levels and structure are rationalized and the regulatory framework is functioning
well.

3.63 Second, a full cost recovery strategy has been designed for the sector to achieve
financial sustainability through higher tariffs and reduced wastage while directing
subsidies to the poorest households. A willingness to pay study carried out by
consultants for the Government indicated that consumers would pay more than current
rates for yard tap service and for a house connection if the service level is improved. If
tariffs are increased, it might be possible to award a long-term private concession that
creates sufficient incentives for the private sector to carry out future investments to meet
the goal of ensuring safe water for all. Government's future expenditures in the sector
could then be limited to ensuring good and effective regulation and for a subsidy program
to help poor households connect to the system and/or pay a portion of their monthly bill.
Thus, this sector holds the promise of reducing public expenditures substantially while
improving services and living standards.

3.64 Third, a sector investment program has been designed to rationalize existing
production facilities. The objective is to lower operating costs while introducing water
treatment along with rehabilitation and expansion of the transmission and distribution
networks so as to provide universal access by 2007. Finally, a new legal, institutional
and regulatory framework has been created through a new Water Bill, including the
introduction, for the first time, of national water quality standards and a National Water
Council to direct water resource management policy.

Policy Recommendations

3.65 The Government needs to expand the functions of the PUC to include the
regulation of water and sewerage services. The regulation function becomes much more
important with the envisaged private sector involvement in the provision of water
services. An independent regulator can simultaneously protect the consumer from poor
water quality, monopolistic pricing, and poor service standards while protecting the
investor from politically motivated efforts to deny agreed-upon tariff increases or change
environmental obligations.
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3.66 Other areas requiring additional work or action include: (i) ensuring that

connection policy and pricing arrangements implemented by the private operator do not
serve as a barrier to access for the poorest consumers; (ii) utilizing a poverty map and

transparent criteria to identify and prioritize communities for selection of rehabilitation
works and for investments to increase access to water supply; (iii) ensuring that the

proposed Hinterland strategy is based on developing appropriate community-based
operation and maintenance schemes and building capacity at the local level; (iv)
developing a targeted hygiene promotion campaign, including the integration of hygiene

education into primary curricula at the national level, and (v) ensuring that a fair and

transparent process is used to evaluate staffing needs and staffing selection for the new

water company.

D. Roads

3.67 Since road transport is by far the principal form of transport in Guyana, improving
overall maintenance and rehabilitating selected roads and bridges could lower the cost of

transport substantially. It would also lengthen vehicle life and reduce the need for
importing fuel and spare parts. This could not only reduce the trade deficit, but would

lower transport costs-a significant share of poor households' budget-thus lowering the

price of food.

3.68 Guyana's road network stretches 1610 miles in length. About one-fifth of the

network is composed of primary roads, another fifth of feeder roads, and the remainder of
interior roads and trails. Much of the road network is in poor condition. While the main

paved road running 270 miles along the coast is largely in satisfactory condition,
significant sections require rehabilitation. In addition, delays occur in water-road
connections due to long river crossings, whether via a bridge or ferry. Guyana's interior
roads, comprising earth and gravel roads, are in much worse shape. Most of them are

essentially trails, passable only by four wheel drive vehicles, and mostly impassable

during the rainy season. Although a 1995 consultant study recommended that US$4.9
million be spent annually on road maintenance, the road maintenance budget averaged
US$1.1 million during 1996-97 and US$620,000 during 1998-2001 (see Table 2.4
above).27

3.69 The recently completed WB Infrastructure Rehabilitation Project illustrates the

problems in the sector. The major road works were not completed. Construction
contracts for the rehabilitation of the same stretch of road were issued to three foreign

companies at different times. All of them were prematurely terminated and resulted in
court proceedings or arbitration. Implementation by the PEU was characterized by poor

management, accounting and financial management irregularities, and delayed auditing.

The procurement process was slow and faulty, which resulted in many re-bids and
delayed works inception. A lack of counterpart funds towards the end of the project
further delayed the project. Also, audit reports found instances of financial irregularities

and mismanagement.

27 Bodely, Gorden, "Final Report of Consultants' Services for the Establishment of a Road Maintenance
Fund", Ministry of Public Works, Communications and Regional Development, January 1995.
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Policy Recommendations

3.70 The bulk of the capital budget in roads, as in many other sectors, is donor-funded.
However, the objectives of road projects have often not been met as a result of
institutional, policy, and budgetary problems. The capacity of the Roads Administration
Division (RAD) of the Ministry of Public Works and Communications, which is
responsible for the maintenance of main roads, is limited. Government needs to adopt
project implementation arrangements that are primarily focused on efficiently
discharging financial management and contract tendering and monitoring responsibilities,
including delegated management mechanisms. This requires that the Government recruit
quality staff and closely oversees their performance, but does not interfere with day to
day operations.

3.71 There is an urgent need to improve preventative maintenance as well as undertake
some neglected maintenance. Given budgetary constraints and other demands on the
budget, this will require identifying and implementing cost-recovery mechanisms for
financing maintenance. Experience has shown that it is difficult to budget sufficient
funds for maintenance or to find suitable staff to carry out the activities. Thus, more
radical options-ones that are self-financing-should be explored.

3.72 One policy option is concessioning out most bridges and ferries as well as
selected roads to private operators and users. The concessionaires would operate and
maintain the infrastructure to certain standards and be allowed to charge regulated user
fees. If necessary, the concession could also include Government financing-possibly
donor funded-for investments. While there will still be the issue of how to design and
enforce concession contracts and regulations, donor-funded projects could help finance
technical assistance for this purpose. Some of the monitoring and regulation of fees
could be delegated to the private sector or beneficiaries.

3.73 Another more radical policy option-one that could complement the
concessioning option described above-is for donors to link disbursements of funds to
improvements in outcomes, such as reductions in travel costs from improved road
maintenance. In fact, the Government could enter into a similar contract with the private
sector, making its disbursements for any Government-financed investments conditional
on improvements in outcomes. A pilot project in Burkina Faso, sponsored by the
European Union, has found that the focus on outcome indicators shifts the focus to
results, fosters shared responsibilities, and enhances ownership.2 8 Of course, this would
also require an adequate monitoring of outcome indicators, either by contracting this out
to the private sector or by strengthening Government's ability and incentives to do so.

E. Housing

3.74 Guyana suffers from a serious housing problem characterized by large-scale
squatting, unfit dwellings, and deteriorating urban neighborhoods. An estimated 20
percent of the population of Georgetown is now squatting. According to the 1999 LCS,

28 Emblad, Stephan and Gilles Hervio, "Conditionality Revisited: A new approach in Burkina Fasa,"
PREM notes, The World Bank, January 2000.
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even the poorest quintile of households spends about 20 percent of their total expenditure
on housing and utilities.

3.75 Guyana should not have a housing problem. Unlike many developing countries, it
does not suffer from rapid population growth, massive rural-urban migration, or a severe
shortage of land near employment centers. According to the Bureau of Statistics,
Guyana's population in 1998 was virtually unchanged from that in 1982 and Guyana is
still primarily a rural country in contrast to most of its neighbors. There is abundant land
(largely owned by the Government) for housing development. For example, the
parastatal, Guyana Sugar Company (GUYSUCO), has about 29,000 acres under cane
production in the periphery of Georgetown. GUYSUCO already intends to sell part of its
holding for private housing development as part of its modernization program.

3.76 Outmoded laws and legal procedures are primarily responsible for Guyana's
housing problems today. The Public Health Ordinance, the Housing Act, and the Town
and Country Planning Act, all of which were enacted in the 1930's and 1940's, have
constrained housing development. The development of raw land into individually titled
residential lots requires a long chain of sequential actions by the Cabinet, the Central
Board of Health, the Central Housing and Planning Authority (CH&PA), the Department
of Lands and Surveys, the Registry of Deeds, and many other entities, each with their
competing priorities and operating procedures. The procedures require official papers to
pass through many hands and actions to be taken at infrequently scheduled meetings.
Errors, omissions, or missed deadlines anywhere in the process can create serious delays.
Well-intentioned but inappropriate housing policies have exacerbated housing shortages
and contributed to the recent increase in squatting. Until the early 1970's, the
Government attempted to operate as a direct provider of low-income housing. These
activities were halted during the economic decline of the 1970s and 1980s. In the end,
the very procedures intended to protect property rights and public health are, instead,
encouraging unregulated settlement, undermining property rights, endangering public
health, and threatening the social order.

3.77 Recent Government housing policy has concentrated on the disposition of public
housing, divestiture of Government-owned land, squatter area upgrading, and crisis
response in depressed areas. In fact, with the support of the IDB, the Government has
recently committed to implementing a US$30 million low-income settlement program
that proposes to address many of the above issues.29 The program contains components
for policy reform, institutional strengthening of the CH&PA, and investment in a basic
package of infrastructure services. The investment component proposes to divest public
land for 15,000 lots, providing them with drainage, water, and roads. In addition,
squatter settlements containing 6,500 households will be upgraded in a similar fashion.
All households will be provided land titles upon payment of a fee varying from US$350
for low-income households to US$4,000 and above for middle-income households.

29 The program is largely based on the findings of the study "Guyana Shelter Sector Policy and Program

Reform", COWI, Consultant Engineers and Planners AS, June 1998.
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Policy Recommendations

3.78 Among the many actions being considered by the Government, the following are
likely to be particularly important for resolving Guyana's housing problem:

* strengthening the processes for land use planning and for approving land
development;

* auctioning raw land to developers;
* modernizing legislation for land-use planning and development regulation;
* strengthening and reorganizing CH&PA along its main lines of business, putting in

place effective information and financial/accounting systems, and ensuring the
effective functioning of the recently established one-stop shop for developers and
households.

3.79 To ensure that providing titles to squatters does not encourage increased
squatting, the Government needs to be firm in promptly removing any new squatter
settlements. Also, to avoid perceptions of favoritism and corruption in allocating the new
lots with infrastructure services and titles, procedures for allocation of titles need to be
open and transparent.
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Annex 1: Description of the Budget Preparation Process in
Guyana

1. The Budget Office of the Ministry of Finance and the State Planning Secretariat-
a special agency located in the Ministry of Finance-are at the center of the budget
preparation process. The Budget Office (BO) is responsible for the current expenditure
budget and the State Planning Secretariat (SPS) is responsible for the capital expenditure
budget. At the agency level, responsibility for preparing the budget estimates rests with
the Agency Budget Committee (ABC).

2. The budget is prepared on an annual basis, largely using incremental budgeting,
and based on a fiscal year that runs from January to December. Budget preparation is
usually signaled with the issuance of the budget circulars by the Ministry of Finance to
spending agencies. Two circulars are issued: one, the main circular, is issued between
June and August to the agencies, semi-autonomous agencies and statutory bodies
regarding current and capital revenue and expenditure. After the circular is issued, the
agencies are usually given about two months to make their submission to the BO and the
SPS. A second circular is sent to the public corporations, between August and
September, giving them up to three months to make a submission to the BO.

3. In each agency, the ABC reviews the program activity structure and new
initiatives proposed by program managers within the agency. The ABC communicates
its program activity structure to the BO, who must approve it before it can be reflected in
the agency's budget estimates. Once this process is completed satisfactorily, the budget
estimates of the agency are bound and transmitted to the BO, usually around September-
October. At the time of submitting the current budget, agencies/divisions are required to
submit their capital budget estimates to the SPS.

4. Upon receipt of the submissions for the Current expenditure budget, the BO
enters the agency's submission into the Budget Preparation System. The BO reviews the
submission, checking for compliance with the circular, and for consistency of the
estimates with sector and national priorities. The experience has been that most of the
agencies neither follow the guidelines in the circulars nor do they adhere to the deadline
for submission. It is not unknown for agencies to submit their budgets as late as two
months after the deadline. When the reviews and analyses are completed, about two to
three weeks after the submissions are received, the BO invites the agencies for
consultations and review of their budgets.

5. The review meetings, which start around late October-early November, between
the Ministry of Finance and each spending agency, are important for spending agencies to
clearly identify and articulate their plans, priorities and programs. The meetings also
afford the respective agencies an opportunity to inquire about the availability of funding
for new initiatives.' At the same time the BO gets a better understanding of the intentions

The Agencies are not allowed to include new initiatives in their estimates. These must be submitted in
the form of Issue Notes indicating, among other things, the total increase in expenditure requested,
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of the agencies and can indicate the likelihood of the budget being fully funded. The
review meeting is the major consultation with the agency, even though follow-up
meetings may be scheduled. During and after the review meetings, the agencies' initial
submissions are often cut substantially. There is no guarantee that agencies will be
consulted on cuts that might follow the review meetings.

6. The BO and SPS hold their series of budget review meetings separately and at
different times, implying considerable costs, especially for agencies that are located in the
hinterland and other remote areas. Some attempt at co-ordination is done when an
occasional invitation is extended to representatives of the BO and SPS to attend each
other's review meetings. However, since it is neither mandatory nor institutionalized as
part of the process, not much comes of it.

7. The SPS undertakes a similar exercise to the BO in reviewing the submissions
and finalizing the Budget. Once it receives the submissions from agencies, the SPS
proceeds to eliminate those projects that do not meet the criteria set in the budget circular.
This "weeding out" process, which is usually done without consulting the agencies, helps
the PCD to arrive at a "critical mass" of projects that will eventually form the core of the
capital budget. At this point, the SPS is aware of the indicative financing for the capital
budget and its likely financing-foreign loans and grants, counterpart funds from
bilateral program support loans or grants, and Government savings. One reason for this
is that the SPS maintains a three-year rolling public sector investment program.

8. The SPS invites each agency/division to a capital budget review meeting. The
purposes of the meeting are to elicit the rate of physical and financial progress of on-
going projects; identify bottlenecks and solutions; and examine the justification for
inclusion of projects, and the ranking criteria used by the agency/division. The capital
budget review meetings usually result in a tentative agreement on the projects that could
be included in the estimates.

9. There are special arrangements for the budget review processes for public
corporations and Regional Administrations. The Budget Office conducts both the current
and capital budget review meetings for the public corporations. These meetings extend
into late November-early December. Officers from relevant sector ministries-
education, health and agriculture-are usually invited to attend the budget review
meetings of the Regional Administrations in order to ensure consistency of their

2
programs with the sector's objectives.

10. On conclusion of the consultation process, both the BO and the SPS prepare
detailed memoranda to the Minister of Finance setting out the budget request and a
preliminary recommendation on the expenditure ceiling for each agency/division, taking
into account the economy-wide fiscal profile. These memoranda also indicate the issues
and concerns pertaining to revenue and expenditure that were raised at the budget review

why additional funds cannot be identified internally (i.e. within the agency), and the implications for
non-funding.

2 The Government is examining options for improving the efficiency and effectiveness of the Regional
Administrations.
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meetings and require decision by Cabinet. Even after the first round of cuts by the BO
and SPS, the budget requests often remain higher than the indicated financing in the
fiscal profile. Therefore, further cuts have to be made by the Minister of Finance. Annex
Table ... provides comparisons between the amounts requested by spending agencies and
the amount allocated in the voted budget for years 2000 and 2001.

11. The Minister of Finance then presides over a consolidated budget review exercise,
supported by the Chief Planning Officer, the Director of Budget, and economists from the
SPS and Budget Office. This often takes place four to six weeks into the budget year.
Therefore time does not allow for detailed re-examination of submissions with the
respective agencies/divisions. The notes and minutes taken at the budget review
meetings with agencies are used as a guide to effecting additional cuts if necessary.

12. Once this exercise is completed, the Minister of Finance prepares a detailed
memorandum for the consideration of Cabinet. This memorandum specifies, inter alia,
economic developments in the outgoing year, and the assumptions, projections, policy
measures, and expenditure profile for the budget year. The memorandum provides the
foundation for the Budget Speech to be read in Parliament.

13. On "Budget Day", the Minister of Finance moves a motion for the approval of the
Estimates; thereafter, it takes 3-4 weeks to debate the Speech and the Estimates in
Parliament and approve the Appropriation Bill. Once approved, the Bill is assented to by
the President and becomes the Appropriation Act. The Appropriation Act for the budget
year gives the Minister of Finance the authority to expend sums of money from a
Consolidated Fund, up to the limit specified in the Act. The voted provision is the
amount allocated to each chart of account and line item for each program and project,
respectively, and is the maximum that can be expended under the authority of the
Appropriation Act.
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Annex Table 1: Value Added by Sector at Constant Prices

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(Millions of Guyana dollars)

GDP at constant 3,422 3,319 3,519 3,792 4,103 4,453 4,676 5,047 5,360 5,270 5,426 5,385 5,455

factor cost

Agriculture 1,058 899 1,028 1,308 1,378 1,533 1,654 1,781 1,840 1,722 1,974 1,773 1,839

Sugar 515 406 499 759 757 788 783 864 854 790 994 846 880

Rice 89 59 94 105 129 144 194 206 210 209 225 180 199

Other Crops 186 195 195 193 203 215 233 242 255 272 275 278 281

Livestock 94 66 55 54 60 69 84 105 111 109 111 116 119

Fishing 102 102 113 109 112 120 132 135 146 142 143 164 165

Forestry 72 71 72 88 117 197 228 229 264 200 226 189 195

Mining and quarrying 266 314 381 337 502 535 474 546 628 645 591 625 633

Manufacturing 277 255 262 275 286 302 341 351 367 328 350 309 309

Construction 241 246 251 256 265 318 349 398 450 471 424 452 461

Services 1,580 1,60 1,597 1,616 1,672 1,765 1,858 1,971 2,076 2,104 2,087 2,226 2,213
5

Source: Statistical Bureau and Bank of Guyana.
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Annex Table 2: GDP by Expenditure

Revised
Estimates

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(Millions of Guyana dollars)

GDP at factor 9,074 13,815 33,622 40,391 49,532 63,145 73,927 82,258 89,744 90,471 105,095 108,087 112,219
cost
Net Indirect 1,256 1,850 5,344 6,343 9,592 12,267 14,344 16,780 16,934 17,531 18,570 21,926 21,185
Taxes

GDP at market 10,330 15,665 38,966 46,734 59,124 75,412 88,271 99,038 106,678 108,002 123,665 130,013 133,404
prices

Consumption 7,688 11,670 26,114 29,908 37,663 47,948 54,991 61,567 68,894 76,209 84,065 100,611 104,513
expenditure

Private 5,987 9,537 21,504 23,525 29,134 36,131 40,898 44,224 47,147 53,057 54,118 64,813 74,008
Sector
Public 1,701 2,133 4,610 6,383 8,529 11,817 14,093 17,343 21,747 23,152 29,947 35,798 30,505
Sector

Gross Domestic 3,536 6,624 13,746 25,113 30,745 34,348 40,077 43,436 47,099 44,779 47,603 50,065 51,375
Investment

Private 1,839 3,137 7,642 18,589 21,164 24,881 27,918 27,460 27,989 28,252 31,443 30,381 33,205
Sector
Public 1,697 3,487 6,104 6,524 9,581 9,467 12,159 15,976 19,110 16,527 16,160 19,684 18,170
Sector

Net exports of -894 -2,629 -894 -8,287 -9,284 -6,884 -6,797 -5,965 -9,315 -12,986 -8,003 -20,663 -22,482
goods and
nonfactor
services

Source: Statistical Bureau.
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Annex Table 3: Public Sector Operations

Revised
Estimates

1993 1994 1995 1996 1997 1998 1999 2000 2001

(Millions of Guyana Dollars)

Revenue 17,247 23,318 33,213 40,109 38,871 38,422 41,441 44,472 44,119
Central government 21,973 23,654 29,535 35,118 34,083 33,121 36,839 41,335 41,427
Public enterprises / 94 3,081 5,249 5,963 4,390 4,843 3,829 2,489 2,142
Central bank l' -4,820 -3,417 -1,571 -972 398 458 773 648 550
Expenditure 25,589 30,284 35,313 39,688 45,346 43,280 46,713 60,048 63,505
Current expenditure 17,719 19,596 23,774 23,983 28,967 30,194 34,367 42,914 44,997

2v

Wages and salaries 3' 3,585 4,560 5,437 6,386 8,478 9,159 12,020 14,318 14,743

Other goods and 3,486 4,746 5,312 5,947 6,140 6,310 6,991 8,189 9,057
services

Transfers 4/ 3,784 2,037 4,392 3,007 4,091 4,227 5,430 8,047 9,577
Interest 6,864 8,253 8,633 8,643 10,258 10,498 9,926 12,360 11,620

External 2,832 3,172 3,265 3,500 6,377 7,412 6,461 7,310 6,837
Domestic 4,032 5,081 5,368 5,143 3,881 3,086 3,465 5,050 4,783

Capital expenditure 7,870 10,688 11,539 15,705 16,379 13,086 12,346 17,134 18,508
Current balance -472 3,722 9,439 16,126 9,904 8,228 7,074 1,558 -878
Overall balance -8,342 -6,966 -2,100 421 -6,475 -4,858 -5,272 -15,576 -19,386
Grants 2,708 3,477 2,872 3,238 6,097 2,778 7,350 10,088 10,936
Overall balance after -5,634 -3,489 772 3,659 -378 -2,080 2,078 -5,488 -8,450
grants
Net foreign financing 6,009 -280 114 8,282 386 2,776 4,262 7,860 7,882

Disbursements 9,718 4,062 4,437 12,525 8,503 7,722 8,347 12,194 12,826
Amortization -3,709 -4,342 -4,323 -4,243 -8,117 -4,946 -4,085 -4,334 -4,944

Other 0 0 0 0 0 0 0 0 0
Net domestic -375 3,769 -886 -11,941 -8 -696 -6,340 -2,372 568
financing
Memorandum item:

Nominal GDP at 59,124 75,412 88,271 99,038 106,678 108,002 123,665 130,012 133,544
market prices

Source: IMF Staff Country Report No. 99/52. Guyana: Recent Economic Developments, June 1999.
" Current operational balance.
21 Current expenditure of the central govemment.
3' Since 1997, certain expenditures on goods and services were reclassified to wages and salaries.
4' Pension payments, transfers to public enterprises and local govemrnments, subventions to statutory bodies, and

contributions to
intemational organizations. Since 1997, pensions were reclassified as transfers instead of wages.
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Annex Table 4: Central Government Operations

1993 1994 1995 1996 1997 1998 1999 2000 2001, Revised
Estimates

(Millions of Guyana Dollars)

Total revenue 21,973 23,654 29,535 35,118 34,083 33,121 36,839 41,335 41,427

Tax 20,752 22,385 27,819 32,211 31,588 31,071 33,645 38,203 37,771

Income taxes 6,854 7,995 10,770 12,615 12,454 11,855 13,617 16,019 16,722

Consumption taxes 6,570 7,796 10,531 11,550 11,227 11,444 12,297 15,331 14,373

Trade taxes 3,266 3,458 4,203 4,641 4,418 4,480 4,590 5,009 4,790

Other 4,062 3,136 2,315 3,405 3,489 3,292 3,141 1,844 1,886

Nontax 1,221 1,269 1,716 2,907 2,495 2,050 3,194 3,132 3,656

Total expenditure 25,589 30,284 35,313 39,688 45,346 43,280 46,713 60,048 63,505

Current 17,719 19,596 23,774 23,983 28,967 30,194 34,367 42,914 44,997
Noninterest expenditure 10,855 11,343 15,141 15,340 18,709 19,696 24,441 30,554 33,377

Personal emoluments 3,585 4,560 5,437 6,386 8,478 9,159 12,020 14,318 14,743

Other goods and 3,486 4,746 5,312 5,947 6,140 6,310 6,991 8,189 9,057
services

Transfer payments 3,784 2,037 4,392 3,007 4,091 4,227 5,430 8,047 9,577

Primary balance 11,118 12,311 14,394 19,778 15,374 13,425 12,398 10,781 8,050

Interest payments 6,864 8,253 8,633 8,643 10,258 10,498 9,926 12,360 11,620

External interest 2,832 3,172 3,265 3,500 6,377 7,412 6,461 7,310 6,837

Domestic interest 4,032 5,081 5,368 5,143 3,881 3,086 3,465 5,050 4,783

Capital expenditure and 7,870 10,688 11,539 15,705 16,379 13,086 12,346 17,134 18,508
net lending
Current balance 4,254 4,058 5,761 11,135 5,116 2,927 2,472 -1,579 -3,570
Overall balance -3,616 -6,630 -5,778 -4,570 -11,263 -10,159 -9,874 -18,713 -22,078

Grants 2,708 3,477 2,872 3,238 6,097 2,778 7,350 10,088 10,936

Overall balance after -908 -3,153 -2,906 -1,332 -5,166 -7,381 -2,524 -8,625 -11,142
grants
Net foreign financing 6,009 -280 114 8,282 386 2,776 4,262 7,860 7,882

Disbursements 9,718 4,062 4,437 12,525 8,503 7,722 8,347 12,194 12,826
Amortization -3,709 4,342 -4,323 -4,243 -8,117 -4,946 -4,085 -4,334 -4,944

Rescheduling 0 0 0 0 0 0 0 0 0
Net domestic financing 5,101 3,433 2,792 -6,950 4,780 4,605 -1,738 765 3,260

Memorandum item:
Nominal GDP at market 59,124 75,412 88,271 99,038 106,678 108,002 123,665 130,013 133,404
prices

Source: IMF Staff Country Report No. 99/52. Guyana: Recent Economic Developments, June 1999; and Guyana: Estimates of the
Public Sector--2002.
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Annex Table 5: Central Government Operations

Revised
Estimates

1993 1994 1995 1996 1997 1998 1999 2000 2001

(Percent of GDP)

Revenue 37.2 31.4 33.5 35.5 31.9 30.7 29.8 31.8 31.1

Expenditure 43.3 40.2 40.0 40.1 42.5 40.1 37.8 46.2 47.6

Current 30.0 26.0 26.9 24.2 27.2 28.0 27.8 33.0 33.7

Of which: Wages 6.1 6.0 6.2 6.4 7.9 8.5 9.7 11.0 11.1

Interest payments 11.6 10.9 9.8 8.7 9.6 9.7 8.0 9.5 8.7

Other 12.3 9.0 11.0 9.0 9.6 9.8 10.0 12.5 14.0

Capital 13.3 14.2 13.1 15.9 15.4 12.1 10.0 13.2 13.9

Primary balance 18.8 16.3 16.3 20.0 14.4 12.4 10.0 8.3 6.0

Current balance 7.2 5.4 6.5 11.2 4.8 2.7 2.0 -1.2 -2.7

Overall balance -6.1 -8.8 -6.5 -4.6 -10.6 -9.4 -8.0 -14.4 -16.5

Grants 4.6 4.6 3.3 3.3 5.7 2.6 5.9 7.8 8.2

Overall balance after grants -1.5 -4.2 -3.3 -1.3 -4.8 -6.8 -2.0 -6.6 -8.4

Net foreign financing 10.2 -0.4 0.1 8.4 0.4 2.6 3.4 6.0 5.9

Of which: 0 0 0 0 0 0 0 0 0

Total loans 16.4 5.4 5.0 12.6 8.0 7.1 6.7 9.4 9.6

Net domestic financing 8.6 4.6 3.2 -7.0 4.5 4.3 -1.4 0.6 2.4

Source: IMF Staff Country Report No. 99/52. Guyana: Recent Economic Developments, June 1999.
Guyana Estimates of the Public Sector--2002.
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Annex Table 6: Functional Classification of Central Government Expenditures

Revised
Estimates

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(Millions of Guyana dollars)

Economic Services 779 1609 2023 2637 3866 4401 7958 9013 9560 8672 7906 9196 8660
Transportation, 351 1095 925 1286 1894 2438 5236 7101 7267 6326 4917 6043 5270
communication,
infrastructure
Agriculture, 387 417 909 1151 1841 1882 2378 1753 1885 2014 2435 2890 3096
Forestry, fishing

Mining and 40 92 184 197 126 75 298 157 203 298 327 236 290
Manufacturing

Other Services 1 5 5 3 5 6 46 2 205 34 227 27 4

Social Services 834 1108 1717 3716 5228 7759 7856 11772 12997 12783 14504 19538 22343
Education 467 481 812 1703 2052 3284 3234 4440 5036 5949 6914 9777 12344

Health 300 407 703 1581 2022 2737 2214 2686 2769 2951 3550 4423 4402

Social Security 50 58 78 231 689 1079 1493 2777 3431 2067 2157 2615 2990
and Welfare

Waterand 17 162 124 201 465 659 915 1869 1761 1816 1883 2723 2607
Housing

General Public Services 1683 2186 5593 8029 7028 7033 10018 9064 10641 9941 13025 17615 18714
Defense, Public 439 485 910 1851 1887 2595 3242 3476 4062 4038 4514 5964 6859
Order and Safety

General 1244 1701 4683 6178 5141 4438 6776 5588 6579 5903 8511 11651 11855
Administration "

Other 1635 5965 9963 9806 9467 11091 9481 9839 12148 11812 11278 13699 13788
Interest 1155 4192 6808 8841 6,864 8,253 8,633 8,643 10,258 10,498 9,926 12,360 11,620

Transfers 480 1773 3155 965 2603 2838 848 1196 1890 1314 1352 1339 2168

Total 4931 10868 19296 24188 25589 30284 35313 39688 45346 43208 46713 60048 63505

Sources: Ministry of Finance, and team estimates.

11Excludes Rice Levy which is netted out from both revenue and expenditure
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Annex Table 7: Functional Classification of Central Government Expenditures

Revised
Estimates

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(Percent of GDP)

Economic Services 7.5 10.3 5.2 5.6 6.5 5.8 9.0 9.1 9.0 8.0 6.4 7.1 6.5

Transportation, 3.4 7.0 2.4 2.8 3.2 3.2 5.9 7.2 6.8 5.9 4.0 4.6 4.0

cormnunication,
infrastructure
Agriculture, 3.7 2.7 2.3 2.5 3.1 2.5 2.7 1.8 1.8 1.9 2.0 2.2 2.3

Forestry,
fishing
Mining and 0.4 0.6 0.5 0.4 0.2 0.1 0.3 0.2 0.2 0.3 0.3 0.2 0.2

Manufacturing
Other Services 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.2 0.0 0.2 0.0 0.0

Social Services 8.1 7.1 4.4 8.0 8.8 10.3 8.9 11.9 12.2 11.8 11.7 15.0 16.7

Education 4.5 3.1 2.1 3.6 3.5 4.4 3.7 4.5 4.7 5.5 5.6 7.5 9.3

Health 2.9 2.6 1.8 3.4 3.4 3.6 2.5 2.7 2.6 2.7 2.9 3.4 3.3

Social Security 0.5 0.4 0.2 0.5 1.2 1.4 1.7 2.8 3.2 1.9 1.7 2.0 2.2

and Welfare
Water and 0.2 1.0 0.3 0.4 0.8 0.9 1.0 1.9 1.7 1.7 1.5 2.1 2.0

Housing
General Public Services 16.3 14.0 14.4 17.2 11.9 9.3 11.3 9.2 10.0 9.2 10.5 13.5 14.0

Defense, Public 4.2 3.1 2.3 4.0 3.2 3.4 3.7 3.5 3.8 3.7 3.7 4.6 5.1

Order and
Safety
General 12.0 10.9 12.0 13.2 8.7 5.9 7.7 5.6 6.2 5.5 6.9 9.0 8.9

Administration

Other 15.8 38.1 25.6 21.0 16.0 14.7 10.7 9.9 11.4 10.9 9.1 10.5 10.3

Interest 11.2 26.8 17.5 18.9 11.6 10.9 9.8 8.7 9.6 9.7 8.0 9.5 8.7

Transfers 4.6 11.3 8.1 2.1 4.4 3.8 1.0 1.2 1.8 1.2 1.1 1.0 1.6

Total 47.7 69.4 49.5 51.8 43.3 40.2 40.0 40.1 42.5 40.0 37.8 46.2 47.6
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Annex Table 8: Functional Classification of Central Government Expenditures

Revised
Estimates

1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(Percent of expenditures)

Economic Services 15.8 14.8 10.5 10.9 15.1 14.5 22.5 22.7 21.1 20.1 16.9 15.3 13.6
Transportation, 7.1 10.1 4.8 5.3 7.4 8.1 14.8 17.9 16.0 14.6 10.5 10.1 8.3
communication,
infrastructure

Agriculture, 7.8 3.8 4.7 4.8 7.2 6.2 6.7 4.4 4.2 4.7 5.2 4.8 4.9
Forestry, fishing

Mining and 0.8 0.8 1.0 0.8 0.5 0.2 0.8 0.4 0.4 0.7 0.7 0.4 0.5
Manufacturing
Other Services 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.5 0.1 0.5 0.0 0.0

Social Services 16.9 10.2 8.9 15.4 20.4 25.6 22.2 29.7 28.7 29.6 31.0 32.5 35.2
Education 9.5 4.4 4.2 7.0 8.0 10.8 9.2 11.2 11.1 13.8 14.8 16.3 19.4

Health 6.1 3.7 3.6 6.5 7.9 9.0 6.3 6.8 6.1 6.8 7.6 7.4 6.9

Social Security 1.0 0.5 0.4 1.0 2.7 3.6 4.2 7.0 7.6 4.8 4.6 4.4 4.7
and Welfare
Water and 0.3 1.5 0.6 0.8 1.8 2.2 2.6 4.7 3.9 4.2 4.0 4.5 4.1
Housing

General Public Services 34.1 20.1 29.0 33.2 27.5 23.2 28.4 22.8 23.5 23.0 27.9 29.3 29.5
Defense, Public 8.9 4.5 4.7 7.7 7.4 8.6 9.2 8.8 9.0 9.3 9.7 9.9 10.8
Order and Safety

General 25.2 15.7 24.3 25.5 20.1 14.7 19.2 14.1 14.5 13.7 18.2 19.4 18.7
Administration

Other 33.2 54.9 51.6 40.5 37.0 36.6 26.8 24.8 26.8 27.3 24.1 22.8 21.7
Interest 23.4 38.6 35.3 36.6 26.8 27.3 24.4 21.8 22.6 24.3 21.2 20.6 18.3

Transfers 9.7 16.3 16.4 4.0 10.2 9.4 2.4 3.0 4.2 3.0 2.9 2.2 3.4

Total 100 100 100 100 100 100 100 100 100 100 100 100 100
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Annex Table 9: Central Government Expenditures on Maintenance

1994 1995 1996 1997 1998 1999 2000 2001

(Thousands of U.S. Dollars)

7188 7301 7676 8308 7787 7364 8850 8060

Rental and Maintenance of Buildings 3766 4174 4748 4991 5113 5628 6212 5489

Rental of Buildings 1334 1389 1596 1536 1680 1736 1705 1726

Maintenance of Buildings 2219 2482 2752 3010 2861 3402 3851 3082

Janitorial and Cleaning Supplies 214 302 400 446 572 490 656 681

Maintenance of Infrastructure 3422 3127 2928 3317 2674 1736 2638 2571

Maintenance of Roads 1045 1132 1034 1100 752 455 714 575

Maintenance of Bridges 802 204 280 256 175 119 178 169

Maintenance of Drainage & Irrigation 427 456 562 646 631 503 875 887

Maintenance of Sea & River Defences 621 2 341 533 272 80 217 216

Maintenance of Other Infrastructure 528 1333 711 782 844 642 854 923

(Thousands of U.S. Dollars at constant 1995 prices)

7392 7301 7456 7889 7281 6736 7828 6932

Rental and Maintenance of Buildings 3873 4174 4612 4739 4780 5148 5495 4721

Rental of Buildings 1372 1389 1550 1458 1571 1588 1508 1484

Maintenance of Buildings 2282 2482 2673 2858 2675 3112 3406 2651

Janitorial and Cleaning Supplies 220 302 389 423 535 448 580 586

Maintenance of Infrastructure 3519 3127 2844 3150 2500 1588 2333 2211

Maintenance of Roads 1075 1132 1004 1044 703 416 632 495

Maintenance of Bridges 825 204 272 243 164 109 157 145

Maintenance of Drainage & Irrigation 439 456 546 613 590 460 774 763

Maintenance of Sea & River Defences 639 2 331 506 254 73 192 186

Maintenance of Other Infrastructure 543 1333 691 743 789 587 755 794

(Percentage Change at constant prices)

-1.2 2.1 5.8 -7.7 -7.5 16.2 -11.4

Rental and Maintenance of Buildings 7.8 10.5 2.8 0.9 7.7 6.7 -14.1

Rental of Buildings 1.3 11.6 -5.9 7.7 1.1 -5.0 -1.6

Maintenance of Buildings 8.8 7.7 6.9 -6.4 16.3 9.5 -22.2

Janitorial and Cleaning Supplies 37.2 28.7 9.0 26.3 -16.2 29.4 0.9

Maintenance of Infrastructure -11.1 -9.0 10.7 -20.6 -36.5 46.9 -5.2

Maintenance of Roads 5.3 -11.3 4.0 -32.7 -40.8 51.7 -21.7

Maintenance of Bridges -75.3 33.3 -10.6 -32.7 -33.5 44.6 -7.7

Maintenance of Drainage & IrTigation Works 3.8 19.7 12.4 -3.8 -22.0 68.2 -1.4

Maintenance of Sea & River Defences -99.7 16461.0 52.8 -49.8 -71.2 162.3 -3.2

Maintenance of Other Infrastructure 145.5 -48.2 7.5 6.3 -25.6 28.6 5.1

Source: Ministry of Finance.
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Annex Table 10: Public Sector Investment Program, 1989-2002

Revised Preliminary
Estimates Estimates

19891990199119921993 1994 1995 1996 1997 1998 1999 2000 2001 2002

(In millions of Guyana dollars)

Economic 575 1353140414092674 3336 6478 7052 8025 6537 5881 6927 6804 8402
Services
Transp., 242 999 678 861 1466 1908 4738 6102 6693 5182 3962 5290 4811 5844
Comm.,
Infrastructure
Agriculture, 313 311 654 523 1200 1420 1503 941 1084 1180 1531 1555 1934 1858
Forestry,
Fishing
Mining and 19 38 67 22 3 2 191 1 33 141 161 55 55 569
Manufacturing
Others 1 5 5 3 5 6 46 8 215 34 227 27 4 131

Social 166 336 449 14662211 3882 3162 6358 5497 4513 4291 7865 8014 10088
Services
Education 143 106 185 550 484 1255 786 1525 1720 1742 1658 3766 4499 3934
Health 11 71 140 650 818 1163 455 709 392 174 311 274 177 441

Social 0 0 0 65 444 805 1006 2255 2018 1242 1220 1615 1334 2935
Security and
Safety
Housing and 12 159 124 201 465 659 915 1869 1367 1355 1102 2210 2004 2778
Water

General 85 114 245 549 382 632 1051 1099 967 722 822 1003 1522 1217
Public
Services
Defense, 24 23 68 256 114 166 225 225 249 249 269 630 1240 654
Public Order
and Safety
General 61 91 177 293 268 466 826 874 718 473 553 373 282 563
Administration

Other 480 17733155 965 2603 2838 848 1196 1890 1314 1352 1339 2168 1748
Functions
Transfers 480 17733155 965 2603 2838 848 1196 1890 1314 1352 1339 2168 1748

Total 1306 3576 5253 4389 7870 10688 11539 15705 16379 13086 12346 17134 18508 21455

Sources: Ministry of Finance.
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Annex Table 11: Public Sector Investment Program, 1989-2002

1989 1990 1991 1992 1993 1994 1995 1996 1997 1988 1999 2000 2001

(Percent of GDP)

Economic Services 5.6 8.6 3.6 3.0 4.5 4.4 7.3 7.1 7.5 6.1 4.8 5.3 5.1

Transp., Comm., 2.3 6.4 1.7 1.8 2.5 2.5 5.4 6.2 6.3 4.8 3.2 4.1 3.6
Infrastructure
Agriculture, Forestry, 3.0 2.0 1.7 1.1 2.0 1.9 1.7 1.0 1.0 1.1 1.2 1.2 1.4
Fishing
Mining and 0.2 0.2 0.2 0.0 0.0 0.0 0.2 0.0 0.0 0.1 0.1 0.0 0.0
Manufacturing
Others 0.0 0.0 0.0 0.0 0.0 0.0 0.1 0.0 0.2 0.0 0.2 0.0 0.0

Social Services 1.6 2.1 1.2 3.1 3.7 5.1 3.6 6.4 5.2 4.2 3.5 6.0 6.0

Education 1.4 0.7 0.5 1.2 0.8 1.7 0.9 1.5 1.6 1.6 1.3 2.9 3.4

Health 0.1 0.5 0.4 1.4 1.4 1.5 0.5 0.7 0.4 0.2 0.3 0.2 0.1

Social Security and 0 0 0 0.1 0.8 1.1 1.1 2.3 1.9 1.1 1.0 1.2 1.0
Safety
Housing and Water 0.1 1.0 0.3 0.4 0.8 0.9 1.0 1.9 1.3 1.3 0.9 1.7 1.5

General Public 0.8 0.7 0.6 1.2 0.6 0.8 1.2 1.1 0.9 0.7 0.7 0.8 1.1
Services
Defense, Public Order 0.2 0.1 0.2 0.5 0.2 0.2 0.3 0.2 0.2 0.2 0.2 0.5 0.9
and Safety
General 0.6 0.6 0.5 0.6 0.5 0.6 0.9 0.9 0.7 0.4 0.4 0.3 0.2
Administration

Other Functions 4.6 11.3 8.1 2.1 4.4 3.8 1.0 1.2 1.8 1.2 1.1 1.0 1.6

Transfers 4.6 11.3 8.1 2.1 4.4 3.8 1.0 1.2 1.8 1.2 1.1 1.0 1.6

Total 12.6 22.8 13.5 9.4 13.3 14.2 13.1 15.9 15.4 12.1 10.0 13.2 13.9

Sources: Ministry of Finance.
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Annex Table 12: Balance of Payments

Revised
Estimates

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(Millions of U.S. dollars)

Exports, f.o.b. 254 364 404 447 496 575 592 547 525 505 490

Of which: bauxite 82 97 91 79 83 86 89 78 77 76 61

sugar 90 134 116 116 126 151 133 129 136 119 109

gold 21 25 100 128 95 104 137 124 109 120 127

Imports, c.i.f. -307 -443 -484 -506 -537 -595 -642 -601 -550 585 584

Trade Balance -52 -79 -80 -59 -41 -20 -49 -54 -25 -80 -94

Services and transfers (net) -100 -78 -51 -43 -70 -46 -57 -44 -50 -33 -35

Nonfactor -22 -14 -8 -11 -26 -33 -23 -32 -31 -34 -20

Other services -107 -102 -88 -81 -76 -54 -74 -56 -58 -44 -59

Of which: -104 -93 -79 -72 -75 -54 -70 -53 -54 na -49
interest
Private transfers 29 38 45 49 32 41 40 44 39 42 41

Current Account Balance -152 -157 -131 -102 -111 -66 -107 -98 -75 -113 -129

Official Transfers (net) 9 6 3 9 12 17 24 13 15 3 3

Capital (net) 155 171 134 63 66 108 103 66 -91 125 126

Capital Transfer / 0 0 0 0 0 524 0 0 0 11 31

Official 35 5 51 -18 -10 -475 38 14 -112 45 39

Disbursements 78 48 92 40 40 360 67 59 625 66 66

Amortization -43 -43 -41 -58 -50 -835 -29 -45 -737 -21 -27

Private 120 166 83 81 76 59 65 52 21 69 56

Of which: direct 104 167 74 80 78 53 52 44 48 67 46
investment

Errors and ormissions -22 -35 -8 -5 -12 1 -15 3 16 5 -8

Overall balance -10 -15 -2 -35 -45 60 4 -17 -2 17 -8

Central Bank net foreign -41 -37 -39 -18 2 -73 3 17 -9 -53 -17
assets
Change in arrears 0 -102 0 0 0 13 -25 0 -188 0 0

Exceptional financing v 51 155 41 53 42 0 18 0 198 36 25

Current Account balance -48 -43 -29 -19 -18 -9.3 -14 -14 -9.5 -15 -18.6
(percent of GDP)

Source: IMF Staff Country Report No. 98/13, Guyana: Statistical Appendix, Feb. 1998 and IMF Country
Report No. 99/52, Guyana: Recent Economic Developments.

1/ 2 Debt forgiveness of future maturities is presented as a capital transfer and debt forgiveness of arrears and
current maturities is captured under exceptional financing.
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Annex Table 13: Balance of Payments

Revised
Estimates

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

(Percent of GDP)

Exports, f.o.b. 80 100.2 90.7 82.8 80 81.4 78.7 75.4 66.3 71.8 69.6
Of which: 25.8 26.7 20.4 14.6 13.4 12.2 11.8 10.7 9.7 10.8 8.7
bauxite

28.4 36.9 26 21.5 20.3 21.4 17.7 17.8 17.2 16.9 15.5
sugar

gold 6.6 6.9 22.4 23.7 15.3 14.7 18.2 17.1 13.8 17.1 18.0

Imports, c.i.f. -97 -122 -109 -94 -87 -84.2 -85 -83 -69.5 83.1 -82.8
Trade Balance -16 -21.7 -18 -11 -6.6 -2.8 -6.6 -7.4 -3.2 -11.4 -13.4
Services and transfers -32 -21.5 -11.4 -8 -11 -6.5 -7.6 -6.1 -6.3 -4.7 -5.0
(net)

Nonfactor -6.9 -3.9 -1.8 -2 -4.2 -4.6 -3.1 -4.4 -3.9 -4.8 -2.8

Other services -34 -28.1 -19.7 -15 -12 -7.6 -9.8 -7.7 -7.3 -6.3 -8.4

Of which: -33 -25.6 -17.7 -13 -12 -7.6 -9.3 -7.3 -6.8 -7.0
interest
Private 9.1 10.5 10.1 9.1 5.2 5.8 5.3 6.1 4.9 6.0 5.8
transfers

CurrentAccountBalance -48 -43.2 -29.4 -19 -18 -9.3 -14 -14 -9.5 -16.1 -18.3
Official Transfers (net) 2.8 1.7 0.7 1.7 1.9 2.4 3.1 1.8 1.9 0.4 0.4

Capital (net) 48.8 47.1 30.1 11.7 10.6 15.3 13.7 9.5 -11.5 17.8 17.9
Capital Transfer" 0 0 0 0 0 74.2 0 0 0 1.6 4.4
Official 11 1.4 11.4 -3.3 -1.6 -67.2 5.1 1.9 -14.2 6.4 5.5

Disbursements 24.6 13.2 20.6 7.4 6.5 51 8.9 8.1 79.0 9.4 9.4

Amortization -14 -11.8 -9.2 -11 -8.1 -118 -3.9 -6.2 -93.1 -3.0 -3.8

Private 37.8 45.7 18.6 15 12.3 8.4 8.6 7.6 2.7 9.8 8.0
Of which: 32.8 46 16.6 14.8 12.6 7.5 6.9 6.3 6.1 9.5 6.5
direct
investment

Errors and omissions -6.9 -9.6 -1.8 -0.9 -1.9 0.1 -2 -0.1 2 0.7 0.9
Overall balance -3.2 -4.1 -0.4 -6.5 -7.3 8.5 0.6 -2.3 -0.3 2.4 -1.1

" Debt forgiveness of future maturities is presented as a capital transfer and debt forgiveness of arrears and
current maturities is captured under exceptional financing.
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Annex Table 14: Statutory Bodies as of June 2000

0 0 -

0 0V

Statutory Bodies
Bank of Guyana 1971

Central Housing and Planning Authority 1990 1990 45,500 39,000 35,000

Centre for the Study of Biological Diversity 1990

Cyril Potter College of Education 1972

Dependents' Pension Fund 1955

Designs and Graphics 1989 1990

Georgetown Sewerage and Water Commissioners 1994 45,000 50,000 200,000

Guyana Agency for Health Science Education, 1988 1993 1988
Environment and Food Policy

Guyana Cooperative Financial Service 1995 35,321 30,060 31,462

Guyana Export Promotion Council 1975 0 0 17,400

Guyana Forestry Commission 1972 1989

Guyana Geology and Mines Commission 1993 1993

Guyana Gold Board 1981

Guyana Lottery Commission 1996

Guyana Management Institute 1983 1988 1989

Guyana Manufacturing and Industrial Development 1985 1993
Agency

Guyana National Bureau of Standards 1984 55,723 44,885 29,215

Guyana National Energy Authority 1981 1984 32,600 29,540 26785

Guyana Natural Resources Agency 1986 24,500 18,655 17,080

Guyana Office for Investments 1994 40,100 46,537 28,000

Guyana Relief Council 1994 3,900 3,900 3,900

Guyana Revenue Authority 2000 1,210,0001,042,802 0

Guyana Rice Development Board 1995 3,799,877 4,997,303 1,899,978

Guyana School of Agriculture 1970 1993 70,359 50,638 46,000

Guyana Water Authority 1972 489,300 515,000 500,000

Institute of Applied Sciences and Technology 1982 1982 30,900 18,125 16,700

Mahaica Mahaicony Abary Agricultural 1976 30,000 25,000 17,188

Development Authority

Mards Rice Milling Complex 1994

National Agricultural Research Institute 1976 1993 177,000 150,000 190,000

National Dairy Development Programme 1977 1987 27,519 22,000 19,680

Table continued on next page
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Annex Table 14(continued): Statutory Bodies as of June 2000

0er O a O < > g o O 
~~~~~~ 0 C> 0
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Statutory Bodies

National Data Management Authority 1983 19,972 17,260 15,824

National Equivalency Board (not functioning) 1984

National Frequency Management Unit 1990

National Library 1971 1991 85,804 60,000 50,600

National Museum /3 1950 17,527 11,500 9,505

National Parks Commission 1977 92,200 56,200 52,900

National Science Research Council 1976 1982
National Sports Commission 1993 60,000 55,000 50,000

President's College 1983

Queens College 1996

State Planning Secretariat 1980 1991 103,374 110,632 84,082

Statistical Bureau 1957 67,162 63,479 58,417

Sugar Industry Labour Welfare Fund Committee 1955 1990

Transport and Harbour Department 1955

University of Guyana 1966
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Annex Table 15: Current Expenditure Request and Allocation by Agency, 2000-01

2000 2001

Agency > u > a

0 CD~

'- 0 ~ ~CD Q. 0.

Office of the President 881,233 844,081 -4.2 1,010,649 845,538 -16.3

Office of the Prime Minister 28,650 32,130 12.1 35,484 104,459 194.4

Ministry of Finance 3,399,747 3,218,482 -5.3 3,840,335 4,464,039 16.2

Ministry of Foreign Affairs 1,408,265 1,331,309 -5.5 1,502,079 1,323,237 -11.9

Ministry of Local Government 87,299 90,638 3.8 112,509 118,490 5.3

Ministry of Information 98,140 80,487 -18 133,611 89,150 -33.3

Parliament Office 198,458 177,300 -10.7 218,090 197,635 -9.4

Office of the Auditor General 96,446 109,838 13.9 140,589 126,132 -10.3

Public/Police Service Commission 46,727 26,260 -43.8 30,464 31,323 2.8

Teaching Service Commission 21,323 20,904 -2 29,264 24,461 -16.4

Elections Commission 1,100,996 1,047,126 -4.9 382,715 1,061,728 177.4

Public Utilities Commission 161,288 79,654 -50.6 0 74,395

Ministry of Agriculture 829,810 755,028 -9 980,009 793,179 -19.1

Ministry of Trade, Tourism, Ind. 161,151 168,449 4.5 264,493 188,564 -28.7

Ministry of Public Works & Com. 694,205 624,540 -10 707,459 584,349 -17.4

Ministry of Education 2,933,217 2,733,546 -6.8 4,249,604 3,266,382 -23.1

Ministry of Health and Labour 1,778,434 1,690,137 -5 2,413,288 1,735,645 -28.1

Ministry of Human Services 931,612 973,402 4.5 1,352,058 1,227,251 -9.2

Ministry of Culture, Youth, Sports 366,631 240,560 -34.4 539,140 471,344 -12.6

Ministry of Housing and Water 815,291 644,525 -20.9 1,160,637 604,037 -48

Georgetown Public Hospital Corp. 1,133,640 1,396,760 23.2 1,958,581 1,583,145 -19.2

Ministry of Home Affairs 2,617,622 2,671,803 2.1 3,456,298 3,093,308 -10.5

Ministry of Legal Affairs 94,337 103,954 10.2 278,736 154,717 -44.5

Guyana Defense Force 2,413,556 1,954,308 -19 3,322,964 2,291,147 -31.1

Guyana National Service 267,002 261,463 -2.1

Supreme Court of Judicature 402,166 344,800 -14.3 477,234 384,643 -19.4

Public Persecutions 24,872 25,919 4.2 28,747 26,821 -6.7

Office of the Ombudsman 9,045 9,063 0.2 10,004 9,989 -0.1

Public Service Appellate Tribunal 10,215 15,242 49.2 18,902 14,673 -22.4

Table continued on next page
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Annex Table 15: Current Expenditure Request and Allocation by Agency, 2000-01
(Continued)

2000 2001
Agency ,,

CD 0~~~~CDC
CA ~ (Ao D CD ~ C

CD ~~CD CD '* ~ -CD~

-' co CD

Region 1 324,692 349,397 7.6 379,397 409,531 7.9

Region 2 616,436 672,874 9.2 2,918,901 834,287 -71.4

Region 3 855,368 883,629 3.3 632,178 1,098,325 73.7

Region 4 1,120,873 957,122 -14.6 1,686,684 1,169,423 -30.7

Region 5 526,017 522,739 -0.6 699,795 624,095 -10.8

Region 6 1,620,368 1,262,591 -22.1 1,738,785 1,443,758 -17

Region 7 400,103 375,012 -6.3 470,552 394,892 -16.1

Region 8 138,775 173,945 25.3 100,830 179,016 77.5

Region 9 254,709 274,418 7.70% 393,793 337,858 -14.2

Region 10 559,014 599,126 7.20% 768,796 667,593 -13.2

Source: Ministry of Finance
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Annex Table 16: Georgetown, Expenditure and Estimated Unit Cost by Education Level*
Actuals 1994-1995, 2000

Expenditure G$,000 Unit Cost Unit Cost Unit Cost Real Change** Real Change**
G$ G$ G$

1994 1995 2000 1994 1995 2000 1995/1994 2000/1995

Nursery 44,460 62,804 73,340 6,558 9,530 10,391 32% 17%

Primary 95,977 150,800 396,788 4,141 6,510 17,036 42% 100%

Secondary/Multilateral/ 130,284 204,427 659,365 7,149 10,941 38,624 39% 169%

CHS

Total 270,721 418,031 1,129,493 5,618 8,630 23,818 39% 110%

Source: Ministry of Finance and Ministry of Education
*It does not include overheads (administration, textbooks, exam fees)

**Deflator: CPI.
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Annex Tabk 17: Region 3: Expenditure and Estimated Unit Cost by Education
Level

1998 2000

Expenditure, Unit Cost, G$* Expenditure, Unit Cost, G$*
G$,000 G$,000

Nursery 75,480 16,981 100,016 14,978

Primary 174,359 13,540 210,174 11,724

Secondary/Multilateral/ 125,309 17,277 152,922 15,255
CHS

Total 375,148 15,265 463,112 13,374

Source: Region 3, Education Office and Ministry of Finance, and Education Digest, 1999-2000, Ministry
of Education.
*It does not include overheads (administration, textbooks, exam fees).
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Annex Table 18: Education Expenditure: the Weight of Employment Costs

Revised Budget 1998, G$,000 Revised Budget 2001, G$,000

Education Total Employment Employment Education Total Employment Employment
Districts Expenditure Cost Cost/Total Districts Expenditure Cost Cost/Total

Region 1 108,679 78,742 72% Region 1 196,525 132,143 67%

Region 2 250,365 233,378 93% Region 2 474,254 402,915 85%

Region 3 326,245 304,629 93% Region 3 647,662 569,665 88%

Region 4 320,751 292,721 91% Region 4 860,225 713,365 83%

Georgetown 1,240,774 690,814 56% Georgetown 2,203,667 1,207,705 55%

Region 5 211,752 203,911 96% Region 5 367,176 327,258 89%

Region 6 333,487 307,777 92% Region 6 719,363 628,968 87%

Region 7 83,636 63,248 76% Region 7 195,295 125,378 64%

Region 8 33,013 19,683 60% Region 8 66,075 43,159 65%

Region 9 71,445 56,244 79% Region 9 156,587 126,196 81%

Region 10 246,117 219,872 89% Region 10 472,718 384,600 81%

Average 68% Average 73%

Source: Ministry of Finance.
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Annex Table 19: Ratio of primary school teacher annual salaries
to GDP per capita in 1996 (US$)

Country Ratio Country Ratio Country Ratio

Guyana* 1.7 Belgium 1.2 Ireland 1.8

Turkey 0.2 Finland 1.2 Portugal 1.9

Hungary 0.7 U.S. 1.2 Spain 1.9

Czech Rep. 0.8 Denmark 1.3 Korea 3.1

Argentina 0.8 France 1.3 Belize 3.2

Norway 0.9 U.K. 1.6 Greece 1.3

Italy 1.1 Australia 1.7 Haiti 6.6-8.9

Sweden 1.1 Germany 1.7 Austria 1.2

OECD mean 1.4

Source: OECD, 1998
* 1999 salaries (average of grades 1-6) and 1998 GDP
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Annex Table 20: Georgetown: Teachers by Qualification

1997 1999 2000

~~o 0 0~~~ ~~ 0 ~ 0 ~ ~ 0 0 0~

C t F3 S; CD CDt t CD C o3 o o

&~~~~~~~C &;~ & C

Nursery 151 404 37% 213 462 46% 149 482 31%

Primary* 189 854 22% 315 937 34% 213 907 23%
CHS 53 173 31% 84 224 38% n.a. 267 n.a.
GSS** 42 562 7% 132 792 17% n.a. 826 n.a.
Multilateral/Technical n.a. n.a. n.a. 18 78 23% n.a. n.a. n.a.

Total 435 1993 22% 762 2460*** 31% 362 2482 15%

Source: Ministry of Education.
*Includes Secondary Departments' teachers.
**Includes Special Schools.
*** including 33 teachers assigned to janitorial/administrative tasks.
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Annex Table 21: Region 2: Teachers by Qualification

1997 1999 2000

, o o o~ : , o o0 a 0 o

C -c C - C

Nursery 78 156 50% 90 137 66% 82 193 42%

Primary* 136 422 32% 239 497 48% 133 411 32%

CHS 13 87 15% 35 94 37% n.a. 100 n.a.

GSS** 7 110 6% 35 123 28% n.a. 156 n.a.

Multilateral/ n.a. n.a. n.a. 7 58 12% n.a. n.a. n.a.
Technical

Total 234 775 30% 399 851 47% 215 860 25%

Source: Ministry of Education.
*Includes Secondary Departments' teachers.

**Includes Special Schools
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Annex Table 22: Region 6: Teachers by Qualification

1997 1999 2000

~~~~ ~~~~~~ 

ii E E E c L E E E L E E E C

Nursery 161 366 44% 245 400 61% 174 419 42%
Primary* 131 652 20% 188 681 28% 97 640 15%
CHS 3 52 6% 13 52 25% n.a. 56 n.a.
GSS 10 400 3% 219 389 56% n.a. 418 n.a.
Multilateral/ n.a. n.a n.a. 11 52 21% n.a. n.a n.a.
Technical

Total 305 1470 21% 676 1574 43% 271 1533 18%

Source: Ministry of Education.

*Includes Secondary Departments' teachers.



94

Annex Table 23. Region 8, Teachers by Qualification

1997 1999 2000

C1 j - a C- -q 3 83 C C- t t~ 0 O~ 0 0 O 

~~ 2. 21-~ i2. 2. . 2. 2.

Nursery 15 18 83% 3 4 75% 13 18 72%

Primary* 59 71 83% 67 78 86% 32 42 76%

CHS 2 2 100% 15 25 60% 0 0 -

GSS 1 6 17% 1 1 100% n.a. 12 n.a.

Total 77 97 79% 86 108 80% 45 72 63%

Source: Ministry of Education.

*Includes Secondary Departments' teachers.
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t Annex Table 24: StudentlTelcher Ratio

Nursery Primary Primary Community General
"tops" High Secondary

Region 1 22 28 19 20 16

Region 2 13 21 14 14 17

Region 3 15 26 17 16 23
Region 4 17 31 23 24 20
Region 5 17 27 18 18 22

Georgetown 18 28 22 25 21

Region 6 18 29 18 17 20

Region 7 15 24 26 23 22
Region 8 21 21 21 16 21

Region 9 19 33 27 18 20
Region 10 18 24 19 8 16

Source: Ministry of Education, Digest of Educational Statistics of Guyana, 1997-
1998.
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Annex Table 25: SIMAP disbursements, 1994-2000:
Distribution of Poor and Resources Across Regions

Total Poverty Rate Share of Share of Resources (%)
Resources (Headcount Poor (%)
(G$,000) Index, %) 1994-2000* 1999-2000

Region 1 182,522 73.9 9 3 5

Region 2 617,687 43.8 10 11 10

Region 3 798,643 29.8 11 15 14

Region 4 1,786,120 18.3 25 32 33

Region 5 448,214 34.1 9 8 6

Region 6 1,053,215 16.0 9 19 17

Region 7 107,335 26.2 2 2 3

Region 8 69,796 90.2 6 1 3

Region 9 110,108 88.7 12 2 6

Region 10 326,039 24.8 6 6 3

Total 5,499,679 99 100 99

Source: SIMAP.
* WB and IADB loans combined.
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Annex Table 26: BNTF Disbursements, 1997-2000: distribution by poor in the regions

Total Resources, Poverty Rate Share of Poor Share of Number of Resource Per
G$,000 (Headcount Index) resources Beneficiaries Beneficiary, US$

Region 1 66,318 73.90% 9% 8% 8,943 40.1
Region 2 49,339 43.80% 10% 6% 14,156 23.2

Region 3 35,149 29.80% 11% 4% 3,270 58.2

Region 4 269,252 18.30% 25% 32% 106,584 13.7

Region 5 159,229 34.10% 9% 19% 45,844 18.8
Region 6 264,242 16.00% 9% 31% 48,853 29.3
Region 7 26.20% 2% 0%

Region 8 90.20% 6% 0%
Region 9 88.70% 12% 0%

Region 10 6,847 24.80% 6% 1% 2,020 18.3

Total 850,376 100%

Source: Basic Needs Trust Fund
1998 average exchange rate and population.
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