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PRAYERS
The Clerk read the Prayer
ANNOUNCEMENTS BY THE SPEAKER
Leave

Hon. Members, leave has been granted to the Hon. Samuels Hinds,
who is performing the functions at the Office of the President, Mr
Donald Ramotar and Mr Ravindra Dev for today’s sitting.

PRESENTATION OF PAPAERS AND REPORTS ETC.
By the Minster of Finance
(i) Customs Duties (Amendment) Order No. 3 of 2003

(ii) Estimates of Revenues and Expenditure of Guyana
for the financial year 2003.

MOTIONS RELATING TO THE BUSINESS OR SITTINGS
OF THE ASSEMBLY AND MOVED BY A MINISTER

Suspension of Standing Orders Nos. 9(2) and 32(9)(a}
RESOLVED

That the Standing Orders Nos. 92} and 32(9)(a) be
suspended [o enable the Minister of Finance to complete,
uninterrupted, the reading of the Budger Speech for 2003
at the sitting of the Assembly on Friday, 28" March, 2003.

Hon. Reenu Daman Persand: Mr Speaker, | wish to move the
Maotion standing in my name. Be it resolved that Standing Orders
Nos 9 {2) and 32 (9) (a) be suspended t enable the Minister of
Finance to complete uninterrupted the reading of the Budget Speech
for 2003, at the sitting of the Assembly today, Friday, March, 2003,
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Put and agreed to
Motion carried.
PUBLIC BUSINESS
MOTION

BUDGET 2003 - MOTION FOR THE APPROVAL OF THE
ESTIMATES OF EXPENDITURE FOR 2003

The Speaker: Hon. Mimster of Finance.

Hon. Saisnarine Kowlessar: Mr Speaker, | rise to move the motion
for the approval of the Estimates of the Public Sector and the Budget
for the Financial Year 2003, In so doing 1 wish to indicate that in
concurrence with Article 171, paragraph 2 of the Constitution, the
Cabinet has recommended that the National Assembly proceed upon
this motion

Mr Speaker, when 1 last presented the budgr:tl, on March 15,
2002, 1 used the occasion to recall the tragic events that occurred in
the United States of America, on September 11, 2001 and the likely
impact they would have had on our economy. Even in face of the
uncertainties, | had expressed confidence in our policies and T counted
on the known resilience of our people to keep Guyana on the move
forward.

However, Mr Speaker, none of us could have predicted the
unsavoury events ihat unfolded in Guyana in 2002. The ingrease in
criminal activities singe February last vear has clained the lives of
many persons, including twenty-three law enforcement officers,
resulted in injuries to many others, and traumatised the citizenry.
This development exacerbated the already difficul! political situation.
The physical and psychological damage that these events have
inflicted on the psyche ol the peace-loving pecple of this country
would be felt long after normaley has been restored. 1 appeal to all
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Friday, 28th March, 2003
those who cherish democracy, and the freedoms that flow {rom it, to
tend an unequivocal voice against attempts to create instability, to
make the country ungovernable, and to divide our people.

Mr Speaker, notwithstanding the many difficulties encountered
at the local and intemational levels, we redoubled our efforts to deliver
increased social and economic benefits to the population. Growth
continued to be positive; sugar production was the highest in 26
years, the exchange rate remained stable and international reserves
exceeded the target, the physical and human infrastructure was
expanded; more money was spent on health, education, pure water,
and housing; and workers’ incomes were increased. Shrewd
management of the economy ensured that all of this was accomplished
despite the diversien of resources to fight crime.

Mr Speaker, all of us should ponder on the following: if so
much can be accomplished under such extreme circumstances, how
much more could be achieved if’ the Government did not have to
engage constantly in costly and avoidable distractions. Should we
not s¢e this as a clarion call for us to put our collective shoulders to
the proverbial wheel in the fight against poverty and
underdevelopment? 1 believe that we owe it to this and future
generations (o redirect and, in the words of our National Pledge,
“dedicate our energies towards the happiness and prosperity of
Guyana. ™

Mr Speaker, we are cautiously optimistic that despite its
inauspicious beginning, Year 2003 will see a further advancement in
the welfare of our peopie. As President Bharrat Jagdeo intimated in
his Wew Ycar's Message, the task of the Government wali be to
continue 10 forge a Guyana in which opportunities for all of our
people abound; a place where citizens are free, proud and can pursue
their way of life in dignity. We have already developed the plans and
programmes to make this vision a reality. Thev find expression and
elaboration in the PPP/C’s campaign manifesto for the 2001 Elections,
the Poverty Reduction Strategy Paper (PRSP the Narional
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Development Strategy (NDS), and various public statements and
pronouncements that have been made periodically.

1.7 It 1s wathin that framework that | bring to this Honourable
House & packed agenda for 2003, Among the priorities are job
creation through growth, promotion and attraction of investment,
and incregsed support for the private sector, greater access to potable
water, housing and other social services; reform of the Judiciary;
mare accountable Government; and an intensified crime fight, The
seriousness with which we intend to pursue the execution and
implementation of our plans, policies and programmes will ensure
that we make further progress this year,

Mr Speaker, we are not unmindful of the enormity of the effort
needed to put Guyana on a high and sustainable growth path. The
road to development 15 not paved with gold; neither is it shorn of
missteps. Many obstacles abound - some foreseen, others unforeseen
or bevond our control. As I develop the agenda for 2003, shortly, it
will become increasingly evident that our intent, our purpose, indeed
our goal is not to give up but to consclidate and expand our hard
won gains, fortified in the knowledge that we are doing what is right
for the people of this country. This is what this Budget is about. It
has been crafted against the background of the challenges existing in
the global and domestic theatres. Tt seeks growth within a stable
magcroeconomic environment. It envisages the nation attaining greater
heights, being put on a progressively higher growth path, with our
people enjoying a better standard of living. It is for these reasons
that this Budget is being presented under the theme: Confronting
the Challenges: Staying on Course for a Prosperous Guyana.

Finally, Mr Speaker, in keeping with the consultative approach,
which has been a hallmark of this Government since assuming Office
in October 1992, this Budget has been enriched by the mputs from
various organisations and individuals. We thank them for their
continued interest and support. 1 should now like to review the
mternatinnal and regional context within which this Rudget subsists,
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2. Review of the Global Economy

Mr Speaker, in the aftermath of the September 11, 2201 debacle,
which shattered investor and consumer confidence and hastened the
slide ofthe world economy into a full blown recession, the prospects
of an early return to robust growth were sim. While the world
economy lurched to a 2.6 percent growth in real terms, there were
several common features, which characterised most of the countries,
Among them were sluggish growth of output, benign inflation (and
deflation in some cases), stagnant employment, worsening fiscal
balances, low and uneven growth in international trade, reduced
international capitat flow, and lower prices for many non-fuel
commodities.

Mr Speaker, the news was particularly gnm countries in Latin
America and the Caribbean. With very few exceptions, especiaily
those that produce and export oil, countries on this side of the world
fought a losing battle to maintain output. income and employment at
their 2001 levels. Output for the Latin American Region contracted
by 0.6 percent, with most of the decline coming as a result of the
crisis in Argentina and the spillover effects on neighbouring countries.
Outright recessions were experienced in Argentina, Paraguay,
Venezuela and Urzguay, where the economy contracted by more
than 10 percent. Inflation, which moderated in 2001, rose by 8.6
percent in 2002, Of the 26 countrigs that were menitored, as many
as 12 experienced a declire in per capita GDP. Only one had per
capita GDP growth above 3 percent.

A. similar situation was observed for Caribbean economies,
where, with the notable exception of Guyana. Belize and Trimdad
and Tobago, weak economic performances were returned. Critical
foreign exchange-eaming sectors, especially tourism, failed to provide
the stmalus that was needed to generate expansion in output and
mcome. Even normally healthy economies, such as those of Barbados
and the Bahamas, were not spared; both of them contracted. In the
cxtreme case of Domimeca, whose economy congracted by 3.1 percent,
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the Caricom Heads of Government were moved to adopt an
imaginative approach, in the form of a Regional Stabilisation Fund,
to rescue that sister nation.

These developments have bad a negative effect on efforts to
roll back unemployment and reduce poeverty. A recent International
Labour Organisation report has blamed two years of global slowdown
for pushing worldwide unemployment to “new Heights”. The report
gstimates that, of all the regions, Latin America and the Caribbean
were hit the hardest, with recorded joblessness rising by 10 percent.

Mr Speaker, low growth and high unemployment present a
prodigious challenge to the region. But, current international
developments do not bode well for the strengthening of global growth
and our economies. The outbreak of war in the Middle East, nsing
ail prces, and lower business and consumer confidence are kev threats
to global recovery in the shorl term. Global growth, which was
originally forecast at 3.5 percent, will now have to be revised, most
hkely downwards, depending on how long the war lasts and how
high oil prices climb, A recent United Nations study has shown the
gamaging impact oil prices increase can have on the world economy.
The study estimates that for every US$10 increase in the price of oil,
the world econamy will contract by 0.3 percent. While oil prices fell
to as low as 1S $20 per barrel last week, they have steadily climbed
upwards over the past few days. We wall be watching this situation
closely, as it unfolds, and will take the necessary actions Lo protect
our Sconomy.

Mr Speaker, the war will have 2 negative impaci on world trade,
travel and investment. Alsc, it is cvident that resources will have to
be found to finance the cost of the war and the reconstruction of
Iraq, a reality that could see the drastic reduction in development aid
to our countries. Such a deveiopment would certamly undermne
the prospects for recovery in our economues, especially the vital
tourism secior of the Canbbean Islands, and postpone growth.
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Reduced aid fows and foreign exchange earnings, together with
rising oil prices, will exacerbate the fiscal and external balances, curtait
the financing of gritical sccial and poverty-reduction programmes,
and increase unemplovment in these countries, When mixed with a
volatile cocktail of rising crime, growing drug use and drug
trafficking, and the HIV/AIDS pandemic, among other social ills,
such a scenario would be too difficult to contemplate. This is why
we maintain that dialogue and diplomacy offer the best hope for
resolving international disputes and differences. We, therefore call
for a speedy conclusion of the war and for the fullest use to be made
of these tested and proven means of conflict resohstion.

Mr Speaker, we will continue to formulate and implement
policies to allow us to exist and compete effectively within the
Caribbean Single Market and Economy; the Free Trade Area of the
Americas, which is scheduled to come into effect in January 2005,
the World Trade Organisation Post Doha negotiations, especially in
agriculturc and services, and the new Economic Partnership
Agreement with Europe that comes into foree in 2007, Wiale Guyana
may he considered to be a small player in world affairs, we, in concert
with our partners, can play an important role in influencing and
shaping the course and outcome of these negotiations. This is a
challenge that we have accepted and have been boldly pursuing, It is
against this international context that Budget 2003 has been
gonstructed,

3. Review of the Domestic Economy
A. Real Growth of Output

Mr Speaker, skilful nanagement of the economy, in the face of the
difficulties encountered at the national and international levels,
ensured ihat the economy expanded once again in 2002, The Gross
Domeste Product (GDP) grew by 1.1 percent in real terms, compared
i the farget of 2 percent, and the 1.9 percent that was achieved in
2001,
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B. Sectoral Performance

Mr Speaker, prominent among the performers in the agriculiural
sector was sugar, whose proguction increased by 16.4 percent io
331,057 tonnes, the highest since nattonalisanion. This outstanding
result is a reflection ofthe correclness of the decision to undertake a
massive restructunng and modernisation of the industry as embodied
in the Agriculture Improvemens Plan. Favourable weather conditions,
which facilitated timely land preperation, and improved yields were
also responsible for this success. On the other hand, on account of
poor weather early in the year that affected planting and continued
financial difficulties faced by farmers, rice production declined by
10.7 percent to 287,755 tonnes.

The performance of the other sub-sectors of the agriculture
sector was mixed. Livestock increased by 5 percent, largely as a
result of new investment, expanded capacity and increased protection
of the local market. However, while poultry meat increased by 33 6
percent to 16.7 millior kilograms, egg production declined by 32.3
percent to 17 4 million units. Other agriculture grew by 1.5 percent.
Fishing declined by 4 percent to 23.7 million kilograms. Forestry
contracted by 8 percent. [Taterruprion)

14:30H
[Noisy Iterruption from crowd gathered outside of the Parligment]

The Speaker: Hon Members, it appears as if some disorderly persons
outside are determined to stop the debate that is going on. As
came in, T saw some Members of Parliament carrying placards. If
those Members of Parliament are in thal erowd, I unreservedly
condernn the disruption they are engaged in.

1 am going to suspend the Mational Assembly to give the Police and
apportunity 1o ciear the crowd away from here so that we canresume

SUSPENSION OF ASSEMBIY AT 14:31H
3



Friday. 2tk March, 2003
RESUMPTION OF ASSEMBLY AT 15:00H

Hntervuption of siiting by several PNC/R members and their
supporters]

The Speaker: Before the Minister of Finance is to resume his
presentation, § would hke to say a few words.

1 have to say, that the conducr of those gathered outside of this
Parfiament Chamber was extremely disgracefi] and disrespectful and
an attack of a most extraordinary nature on Parlizment, the visible
symbol of our democracy. Those persons outside are seeking to
close down this symbol! by desecrating it with their intolerance.

What is most extra-ordinary, is that several Members of
Parliament were outside leading the crowd and supporting their
hehaviour.

I take this opportunity to condemn in the most unreserved terms
their cenduct and in particular the behaviour of Mr Jerome Khan
and Mr Abdul Kadir for marching into the Parliament Chamber with
placards. The Police were in dercliction of their duty in failing to
arrest Mr Jerome Khan and Mr Abdu! Kadir.

The Police ought to have taken adequate steps to prevent this
nccurrence and interruption as it has happened before and may happen
again.

I call on the Police to treat the security of Parliament with some
Seriousness.

The Hon. Minister may continue.
[ Resumption of the Budger Speech by the Mnister of Finance]

Hon. Saisnarine Kowlessar: Mr Speaker, [ thank you for the
opportunity to resume this Budget Speech.
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Speaker, although the output of the mining and quarying sector
declined by 6.9 percent, there were some encouraging performances
in goid and diamonds. Buoyed by a recovery in world market prices,
declared raw gold production of small miners rose by 15.1 percent
to 117,240 ounces — somewhat of a record for these small operators
FEven though Omai Gold Mines Limited performed better than
budgeted, the output of 339,798 ounces was 8.8 percent less than in
2001 After record levels in 2001 diamond production rose by 34.8
percent to 248,436 carats, reflecting higher prices, the impact of
new technology and foreign direct investment in the industry.

For the second successive year, bauxite production contracted
sharply to reach 1,630,244 tonnes. This 18.9 percent reduction is
symptotatic of the woes facing the industry, including depressed
prices, high production costs, and lack of financing. It is hoped that
the actions thar were taken during 2002, will result in a turnaround
of the industry’s production and profitability in the near future.

The manufacturing sector grew by 2 percent, continuing the
trend observed in 2001. Generally, there were good performances in
the following broad areas: industrial goods (neutral alcohol, 78.3
percent; stockfeed, 20.2 percent; paints, 6 2 percent), heverages
{stout, 37 percent; malta, 11.6 percent, rum, 10.2 percent); edible
items (snack foods, 26 percent).

The services sector performed indifferently, with only two sub-
sectors recording positive growlh. Transport and communication
mereased by 4.5 percent, largely due to the phenomenal growth m
cellular phone subscribers. On the other hand. engineering and
construciion declingd by 4 percent, partly due to the general inpetivity
of the private sector. Distribution fell by 1 percent, reflecting, in
part, declines in visible imports and overall Iocal production. Financial
services dechined by 1 percent, an indication of the effect of the
unstable political climate and the cautious approach to lending that
was adopted by the commercial banks, Goverament’s contribution
to the GDIP fell by 1 percent.

e S
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C. Balance of Payments

Mr Speaker, the performance of the current and capital accounts
of the balance of payments was mixed. The current account deficit
improved by 17 percent to US $106.7 million, reflecting the
narrowing of the merchandise trade account which more than offset
the net services and net transfer accounts.

Exports of goods rose by | percent to US $494 9 million, with
all of"the major exports, excepting rice and bauxite, recording
increased revenues, In particular, exporf garnings from sugar
amounted to US 3119 5 million or 9.4 percent higher than in 2001,
Export volume increased by 11.6 percent to 281,619 tonnes and this
compensated for the 1.9 percent decline in the average export price
tc US $424.3 per tonne. Gold earned US $136.3 million, an increase
of 7.3 percent, reflecting a small volume growth and the rebound in
the average price from US $282.6 to US $302 per ounce. Timber
earned US $35.6 million, almost US $3 million more while the vaiue
of “other exports” increased by 11.7 percent to US $122.8 million.
On the other hand, export earnings from rice declined by 9.6 percent
to US $45.4 million while receipts from bauxite tell dramatically to
US §35.3 million from US $61 miilion in 2001,

Merchandise imports amounted to US $563 1millon, 3.6 percent
below the value in the previous year. All of the major categories of
goods showed declines as follows: consumption goods, 4.4 percent;
intermediate goods, 3.3 percent; and capital goods, 1.6 percent. Net
factor income payments fell by US $3 .6 million while net services of
US $78.5 million was about the same as in 2001. Net current transters
declined by 9.1 percent to US $40 miflion.

The capital account showed net inflows of US $88.7 million,
substantially less than the US $115.3 million recorded in 2001 This
reflects the lower disbursement of public sector loans and reduced
private capital inflows, The overall balance of payments deficit was
1S $25.1 million and it was financed by debt relief inflows under the
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HIPC imitiative. This allowed the Bank of Guyana to maintain a
hea!thy reserves position, with net foreign assets increasing by US$4
milhon at end-December, 2002

D. Monetary Developments

Mr Speaker, the focus of monetary policy continued to be priced
and exchange rate stability and fostering a conducive environment
for investment and economic growth. Reserve money siood at $36.5
billion, 10 percent higher than in 2001. This increase was reflected
in the net domestic assets, which rose by 23.7 percent 1o $11.7 billion,
and the net foreign assets of the Bank of Guyana, which grew by 4.5
percent,

Broad money, comprising currency in circulation and private
sector deposits, grew by 5.5 percent to $98.1 billion

Total deposits of residents rose by 9.5 percent to $8.8 billion.
In particular, public sector deposits grew by 34.5 percent compared
to & 6.4 percent increase in private sector deposits and a 15.1 percent
increase in the depasits of nan-financial institutions.

Net domestic credit of the banking system increased by 5.5
percent to $28 7 billion. Credit to the private sector remained flat,
reflecting the excess liquidity in the system, the overly cautious lending
policy adopted by the commercial banks, political instability and the
heightened crime wave, In fact, with the exception of rice milling,
personal use and ‘other’ purposes, all of the economic sectors
registered net repayments to the banking system. The public sector
contimzed 1o be a net depositor of funds to the banking syslem.
However, Central Governmenl’s deposits, net of loans, advances
and Treasury Bills contracted by 16.2 percent or §3 billion while
other public sector net deposits expanded by 16 percent,

E. Prices and Incomes

aj lnflaiion raie
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Mr Speaker, the inflation rate for 2002 was 6.1 percent. shightly
above the target of § percent. This was due to several reasons. First,
inflationary pressores resulted from subsiantial increases in the tarniffs
of electricity, water and relecommunications. Second, the steep rise
in the crime rate, especially along the East-West corridor of the
country, temporarily disrupted food supplies during August and
September and this created artificial shortages that led to increases
i the index for the food sub-group. Third, the price of diesel fzel
rose sharply towards the latter part of the year, forcing the government
to intervene through the lowering of the consumption tax. Finally,
the very openness of our economy suggests that the mflation rate
would be influenced by price adjustments in our major trading
partners. This was our expertence in 2002,

b) Interest rate

Mr Speaker, interest rates continued to trend downwards, in
part, due to the iatense competition for Government securities. The
9t-day Treasury Bill rate, which is the reference rate for the
development of other interest rates, declined by 2.34 percentage
points to 3.91 percent. Following this, the ordinary savings deposit
rate fell by 2.41 percentage points to 4.29 percent. However, there
was a marginal decline of fess than 1 percentage point for the weighted
average lending rate. This resulted in the widening of the spread
between the two rates to 11,96 percentage points, from 10.9
percentage points in 2001

c) Exchange rate

Mr Speaker, the exchange rate remained stable for most of the
year, depreciating marginally by 1.2 percent. Total foreign currency
transactions amounted to US $2.04 bilkon, an increase of 10.1
percent.

d) Wage rate

M Speaker, in spite of our besi efforts, w did not reach
346
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agreement with the unions on wages and salaries’ increases for
workers, As a result, the Government, acting in the interest of the
public servants, approved and paid an across-the-board increase of
5 percent. This brought the minimum wage to 521,047 Members
of the Disciplined Services, pensioners and recipients of public
assistance also benefited from this increase. In addition to the 5
percent, members of the Police Force, Fire and Prison Departments
enmjoyed further increases in thewr income. Teachers were paid
increases ranging from 1355 percent at the bottom of the salary scale
to § percent at the top. Increases of between 4 and 5 percent were
legislated for certain categories of unskilled workers in the private
sector.

F. Fiscal Accounts
L Cenrral Government

Mr Speaker. the overall performance of the Central Government
in 2002, was significantly better than in 2001, This achievement
was mainly due to the strong growth in revenues and the prudent
management of public expenditure,

Current revenue (net of reimbursable Rice Levy) was $44.6
billion, 1.8 percent more than budgeted. The Guyana Revenue
Authority accounted for 91.6 percent of the revenue, or $40.8 billion.
The [nternal Revenue Department surpassed its target of $20.7 billion
by $1.5 billion or 6.6 percent, an achievement thar reflects the success
of our efforts to strengthen tax adminmsiration and collection. This
was mainly responsible for the 11.1 percent growth in income tax.

Customs and Trade Administration was 3.3 percent more than in
2001, it was substantiaily below the targe: of $20.2 billion. Other
curreni revanue contributed $3.8 billion, the bulk of which was
gamered from royalties (3952 million); dividends from equity hoidings
and public enterprises ($8 10 million); and Bank of Guyana profits
($479 miltion).

g
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Total expenditure (net of principal repayments and reimbursable
Rice Levy) amounted to $64 billicn, 7.2 percent less than budgeted.
Current expenditure reached $48.2 hillion, of which: personal
emoluments rose by 7.4 percent to $15.8 billion: other goods and
services grew by 7.1 percent to $9.7 billion; and transfers {including
those to Linmine and Bermine) increased by 3 percent to $11.9 bullion,
Scheduled interest payments dectined by 8.4 percent to $10.7 billion,
as a result of further interim debt relief and lower domestic interest
rates. Capital expenditure (net of transfers and loans to public
enterprises) was $15 7 billien.

The current deficit of the Government was $3.6 billion, an
improvement of 3G.2 percent relative to 2001, The overall deficit
afier grants was $8 billion or 5.7 percent of GDP, substaatially better
than the 8 4 percent of GDPrecorded in the previous year. The deficit
was financed through net external borrowing of 3.8 billion and a
drawdown of government deposits with the banking system of $4.2
billion.

2. Public Enterprises

Mr Speaker, total receipts of the pubiic enterprises increased
by 9.8 percent to $50 6 billion, largely as a result of Guysuco, whose
revenug was positively affected by increased exports and a favourable
euro/US dollar exchange rate. Al the sarme (ime, operating expenses
rose by 15.7 percent to 3483 billion, reflecting strong growth in
wages and salaries and other goods and services Most of this growth
was attributed to Guysuco in the process of achieving its record-
breaking performance in production. Taxes paid to Central
Government were $1.2 billion, three times the amount paid in 2001,
while dividends were 3312 million. Current savings deteriorated
markedly to $2.2 billion, from $4.3 billion in 2001, and this
contributed to the decling in the overall balance from $2.5 billion 1o
$452 million.

3, Non-Fiancial Public Sector

ina
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contractor for the reconstruction of 59 bridges and culverts stretching
from Timehsi 10 Rosignol, including the key Mahaica and Mzhaicony
River Bridges, In addition, we completed severat other structures
and bridges at Dartmounth, Dunkeld, Walton Hall, Greenfield, Cullen,
Riverstown, Kumaka, Golden Grove, Victoria, Sophia, Tain, Moleson
Creek, Kato and Sand Hills, among others. In the case of the
Demerara Harbour Bridge, two large pontoons were replaced and
100 new buoys were fabricated and installed, Finally, we concluded
negotiations and secured a contractor to resurface the nanway of the
Cheddi Jagan Imternational Airport, Timehri and we started the
process for the study and design of a new terminal and upgrade of
the sewerage system at the Airport.

Mr Speaker, our rejentiess fight to stem the encroachment of
the mighty Atlantic continued m 2002 with over $1.5 billion being
expended to rehabilitate and reconstruct sea defence structures at
locations such as Bel Air, Mon Choisie, Buxton, Nos. 41 and 88
Villages. Bush Lot, Waterloo/Bath, Sara North, Maria’s Pleasure,
Wakenaam and Leguan.

In terms of work done to improve drainage and ireigation
facilities in the country, we:

B completed the rehabilitation of the East Demerara Water
Cnservancy;

B completed the El Nino Project, which included the
rehabilitation of several drainage and irngation structures;

B expended aver $570 million to refurbish and rehabilitate
numerous drainage and irvigation structures throughout the
coastal belt;

#® completed reverment of outfall channels al La Union,

Eversham, Borlam, Seawell and Joppa;

& coasirucied funber bridges and revetment at Golden
e



Friday, 28tk March, 2663

Fleece, Capoey and Anna Regina;

® rehabilitated, cleaned and desilted drains and canals at
Hubu, La Jslousie, Wakenaam, Leguan, Goed tntent, Sisters
Village, Bel Vue, Friendship, Mocha, Beterverwagting/
Triumph, CraigfCaledonia, Haslington/Grove, Buxton/
Foulis, Mos. 44 and 66-74 Viliages on the Corentyne Coast,
Black Bush Polder and Crabwoaod Creck; and

A installed irngation pumps at Manarabist, Mibicurt and
Buxron Pump Stations, among others.

Social Sector

Mr Speaker, in the education sector, over $2.8 billion was
expended on improving physical facilities, pursuing curdiculum
reform, supporting teacher training, providing school furniture, and
printing essential text books. While the major Primary Education
Improvement Project came to an end last year, work progressed
under the Secondary School Reform Project. Among the

achievemenis were:

O twelve of fifteen carticulum guides, including those
for Agriculture Science, Home Fconomics and Industriai
Technology for Y.evels 7, 8 and 9, were revised, printed
and distributed;

O  emergency rehabilitation works were completed on
Port Kattuma CommunitHigh, Abrams Zwl Secondary,
Leguan Secondary, St John's Community High, and Bartica
Secondary Schools;

O furntture for teachers and students were distributed
to 12 pilot schools; and

0 computer hardware and software to facilitate access
to the internet and to support computer-assisted learning

A
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was made available to the 12 pilot schools.

Several activities were pursued under the Guyana Education
Access Project, including: construction and rehabilitation of schools
such as Skeldon Line Path, Skeldon THigh, Tagore Memorial,
Christianburg/Wismar Mulilateral and New Silver City Schools;
teacher training in literacy and literacy workshops for parents in
Regions 6 and 10; and making available an additional 2,940 secondary
school places, The Guyana Basic Education and Training Project
specifically 1argeted the training of untrained and unqualified teachers
in the hinterland and deep riverain areas of Regions 1,2, 7, 8 and 9.
Some 383 teachers, in subject areas ranging from Mathematics,
Science, Social Sciences and English, benefitted from this training.
In addition, an Education Management Programme Tor managers in
the education system was zlso completed.

Mr Speaker, the Ministry of Education was able to rehabilitate
St Barnabas Special School, Agricola Nursery, Stella Maris Nursery,
Queen’s College and Tutorial High. We commenced re-construction/
refurbishing works on Winfer Gardens Primary, Uitvlugt Primary, St
Sidwell’s Primary, St Gabriel's Nursery and St Stamsiaus College,
among other schools. A new pavilion was constructed and the dining
hall and dormitories were rehabilitated and re-painted at President’s
College. Rehabilitation works were completed at the Kuru Kuru
College.

Health Sector

Over $314 million was expended to improve health facilities
countrywide and to design a new health sector strategy for the next
5-10 years. This would include interventions in the areas of HIV/
ATDS, Health Reform and Managerment, Health Information Systems,
Primary and Maternal Health Care, and Vector Control, Cottage
hospitals were refurbished at Kamarang, Wisroc, and Kato while
rehabifitation works were completed on the Government Pharmacy
Bond, the Linden Hospital Complex, and the Dental Unii at
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Matthew’s Ridge. A new Polyclinic was constructed at Enmore and
new health centres were constructed or rehabilitated at Lusignan,
Enterprise, Morashee, Edinburgh, Black Bush Polder, Bush Lot and
Caleuni in the Berbice River. Medical equipment was procured for
the entire sector and vehicles were acquired for the vector control
angd tuberculosis units.

Housing Sector

Mr Speaker, the Ministry of Housing issued 4,193 house lots
and processed 7,474 titles and transports. The USS30 million, Low
Income Settlement Project, which will be executed over the period
2002-2007, was formally launched. This project will significantty
boost improvements in the housing sector for low-income families
while providing access to affordable shelter for the wider population.
Also, in 2002, over $500 million was invested in new housing arcas
and settlements. Works executed included the construction of roads,
drains and sanitation facilities; the provision of water distribution
systems and electricity; and land clearing, levelling and surveying.
Infrastructure works were completed at Tuschen (West) while works
are ongoing at Tuschen (East), Block X Diamond, Block Y Grove,
Cornelia Ida, Parfait/Harmonie, Non Pariel, Enmore/Haslington,
Coldingen, Mon Repos and No. 77 Village. The design drawings for
10 new schemes were finalised while tenders for the construction of
8 additional schemes were advertised.

A revobvng fund of $30 million was established to build low-
cost houses for low-income households. Through this programme,
134 housing units were constructed at Coldingen, Diamond, Grove,
Comnelia 1da, Glasgow and Ne. 77 Village. We continued to work
assiduously to regularise all squatter settlements and, in this regard,
33 squatter regularisarion programmes were undertaken in Regions
2,34 5and 6
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Water and Sanitation

With respect to water and sanitation, construction works
commenced on the LBI interconnected generation and distriburion
network. This covers the areas between Strathspey and Cumming’s
Lodge. Also, work was started on the Eccles interconnected system,
which will see refurbishment ard the linking of the main water
treatment plants and the enhancement of the distribution network
between Eccles and Frigndship. In addition, construction works
commenced on the rehabilitation of the Bartica treatment plant.
Meanwhile, new distribution mains and replacement lines were
installed at Wakenaam, Leguan, Meten-Meer-Zorg, Parika Backdam,
Nabaeslis, Haslington North, Iverness to Friends Retreat, Abary to
Fellowship, Lesbeholden, Albion, Crabwood Creek, Ulverton to
Whim, West Watooka, Amelia's Ward and Wismar, among other areas.

2 Poverty Programme

Mr Speaker, we successfully completed the implementation of
SIMAP 11 and Basic Needs Trust Fund (BNTF) 111 projects and
concluded negotiations for successor programmes. The
implementation of these two programmes received very favourable
reviews from their respective multilateral donors and, in the case of
the BNTF, Guyana’s programme was identified as the best managed
and implemented throughout Caricom. These programmes targeted
mainly the rural, hinterland, riverain and depressed communities. They
involved the construction and rchabilitation of schools, health centres,
clinics, health huts and libraries; rural sanitation and environmenial
enhancement; training and skills’ development at the technical and
vocational levels. Inaddition, through the Ministry of Human Services
and Socizl Security, we expended in excess of $700 million on
poverty-related activities.

Further to these interventions, we continued with pur Urban
Development Programme. Over $900 million was spent to improve
municipal and township roads, % r}aze.gif.etﬁ and dramage facilities, smong
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other physical development works,

H. Institutional Development and Reform
1, Financial Sector

Mr Speaker, Guvana acceded to the Caribbean Financial Action
Task Force (CFATF), following passage of the Money Laundering
Act. As a resuli, the country can now access critical technical
assistance to update the country’s financial system and help in the
fight against money laundering. The process {o establish the Financial
Intelligence Unit, to implement the Act, commenced. The
comprehensive amendments to the Financial Institutions and Bank
of Guyana Acts, to give the Bank of Guyana the authority to, among
other things, prohibit Joans for the purchase of own shares and specify
statutory Habilities of directors of financial institutions, were delayed
in order to allow the Bank {o complete its supervisory strategy.

In keeping with the detision of the Court, the Bank of Guyana
advertised for, and subsequently appointed, an Administrator to
undertake the reorganisation of Globe Trust Investment Company
Limited.

The privatisation of two state-owned financial institutions was
substantially advasced in 2002 Ninety percent of the share capital
of GGNCB Trust was sold for US$2.3 million and transferred to the
new owner in November. The remaining 10 percent is reserved for
the workers. The business of GNCB was sold to a commercial bank,
National Bank for Industry and Commerce (NBIC), for US$14.1
million. The privatisation was completed earlier this month. The
Government offered a compensation package of $211 million to the
workers, many of whom were re-fared by NBIC. With the completion
of the privatisation of GNCEB, the Government has effectively divested
itself of all of fis holdings in the financial sector.

Firally, the Securities Commission was established, the

'} .

regulaiions 1o operationalise ihe Compmssion have been gazeticed,
Ly Ll |
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and a Chief Executive Officer has been appointed earlier this vear.
All of these actions form the basis for the start up of the Guyana
Stock Exchange. Also, a Commissioner of Tnsurance was appointed
late fast year to revamp the insurance sector and administer the
modern insurance legislation that was enacted in 1998

2, Debt Management

Mr Speaker, the Government continued its quest to achieve a
sustainable debt stock and debt service. Compared to 2001, debt
service of US$42.7 milbon in 2002 represented a reduction of 19
percent. The debt stock increased slightly by 3.5 percent to US$1.24
billion, largely as a result of the disbursement of concessionary loans
for development proiects.

In September 2002, a new, three-year credit, under the Poverty
Reduction and Growth Facility (PRGF), was approved by the
International Monetary Fund (IMF) to help the Government to
undertake the reforms identified in the PRSP. The amount of the
credit 1s USS73 million, of which US$7.2 million was disbursed
immediately. In December 2002, the World Bank approved an
interest-free Poverty Reduction Strategy Credit of US$16.76 million
for a similar purpose. The Bank proposes to loan Guyana US$25
million over the period 2002-05 to finance the PRSP. Another credit
for USS4.76 million was approved for strengthening institutional
capacity to monitor and evaluate progress in implementing the poverty
agenda.

The approval by the IMF was an important step towards meeting
the completion point for the Enhanced Heavily Indebied Poor
Countries (EHIPC) Initiative, when Guyana will benefit from an
additional US$590 million in debt relief. While the completion point
should be met in 2003, many creditors have been granting Guyana
deitt relief on its debt service obligations that have become due. The
Government 1s thankful to the Inter-American Development Bank
(INB) and the

s



Friday, 28 Aarch, 2063
European Union (EU) for their decision, in late 2002, to provide
interim refief, and to the Government of Norway for making US52.7
million available so that Guyana could repay a significant part of its
non-concessional debt with the World Bank, Interim debt relief
amounted to US$22 3 million in 2002

3. Public Sector Modermsation

Mr Speaker, Government. with assistance from the Inter-
American Development Bank (IDB), embarked on a one-year Public
Sector Modernisation Project that entails a thorough examination of
the way Ministries conduct their business. The project, which started
in March 2002, has concentrated on establishing a public sector visior,
sovernance structure, and performance measurement and reporting.
Twenty-two (22) Ministries were assessed and a diagnostic report
was prepared on their mandatory, funciional and operational
effectiveness.

Progress was made towards improving expenditure management
and control in the Government sector. Among activities that were
pursued in 2002 were: preparing new financial management
legislation; developing modern comptrollership functions: exploring
options for @ computerised financial and accounting system;,
developing training modules; and underfaking training, A third phase
of the Guyana Economic Management Programme (GEMP) was
signed in September. This phase will kelp the Government to produce
plans, programmes and budgets that are refiective of its priorities
and provide decision-makers with improved information in the
management of the country’s resources.

In response to the Government's request for technical assistance,
an IMF mission, in collaboration with the Caribbean Regional
Technical Assistance Centre (CARTAC), undestook a diagnostic
study of Guyana’s tax system, with a view of reforming 1t and
improving tax and customs administration. The Report was completed
last year and submitted to the Government.

o
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AProcurement Bill was introduced i, and passed by, this House
last year. This Act, which replaces the much maligned, existing
legaslation seeks to regulate the purchase of goods, services and
construction. Also, it promotes competition among suppliers and
fairness and transparency in public procurement. A Nationa!
Procurement and Tender Board will administer the Act.

The Tourism Authority Bill was passed in May 2002 and this
paved the way for the establishment of the Guyana Tourism Authority.
The Authority will be managed by a Board and will be responsible
for executing Government policies in the sector. Other activities
undertaken during 2002 included:

*» A review of the operations of the Guyana Post Office
Corporation with a view of improving services and developing the
capabilities of the stafl} and

¢ The merger of the two main water providers, Guyana Water
Authority and the Georgetown Sewerage and Water Commissioners,
which resulted in the creation of the Guyana Water Inc. (GWI). The
new entity s now responsible for the provision and delivery of potable
water throughout the country, Afive-year managemeni contract was
signed berween the Government and a UK-based firm to manage the
GWL

I will now detail the Agenda for 2003.
4. Key Tasks, Policies and Programmes
A. Overview

Mr Speaker, political stability is a prereguisite for economic
development. The two go hand in hand  The political instability and
the accompanying security situaion ihai afflict our country, continue
to have a negative impact on economic growth, ich creation, and the
image of Guyana as a destination for foreign direst investment,

ha IO

Indzed, the success of the implementation of the 2003 agenda is
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predicated on returning the country to stability and providing &
favourable environnient for growth and the ereation of opportunities
for every Guyanese. With this in mind, the 2003 agenda will focus
on: improving the political climate; maintaining a stable
macroeconomic environment; modernising the traditional growth
sectors, promoting new growth areas, improving the financial,
institutional and regulatory framework; rehabilitating and expanding
the physicai and social infrastructure; developing our human
resources, creation of sustainable employment; and improving
accountability, transparency and governance struclures.

B, Improving the Political Climate

Mr Speaker, the continued absence of the main opposition party
from Parliament is testimony of the continued political stalemate
and faces our country. That this stalemate has contributed to the
fracture of the social fabri¢ and created an occasion for violence,
crime and insecurity is an understatement. The issue at hand is to
find a practical solution through which we can return the countiy to
normalcy and create a conducive environment for the development
of our natural resources, the generation of economic growth, and
the creation of jobs for our youth,

Tt is in this contexi that the Government supports the initiatives
of the Secretary General of the Commonwealth to bring the major
political parties together. The initiatives currently underway to allow
for construgtive engagement between the major parties are 2 step in
the right direction. His Excelieacy President Bharrat Jagdeo is
committed to an early meeting with the new leader of the main
Ovposition party. Also, Mr Speaker, the constitutional reforms have
provided a framework for inclusiivegovernment through the creation
of varions commitiees and commissions. The provisions of that
reformed constitution must be implemented, The Government will
continue 1o explore every avenue and opportunity to bridge the
political divide between the parties.

28
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C. A Stable Macroeconomic Environment

We will continue o implement policies and take the necessary
actions to sustain the macroeconomic fundamentals. In this regard,
Agenda 2003 will promote growth in the context of low inflation, a
relatively stable exchange rate and competitive interest rages.

D.  Modernising the Traditionzal Sectors

Mr Speaker, last year, | alluded to plans for the re-organisation,
restructuring and modernisation of the traditional sectors. As you
are gware, these sectors have contributed immensely to the growth
and development of the country. However, in recent times, they have
encountered difficulties that, in many cases, appear to threaten their
continued existence. We are convinced that the strategy that we are
implementing will improve their competitiveness, and increase
production, exports and incomes.

i Sugar

Mr Speaker, the Government will take all necessary steps to
ensure the profitability of the sugar industry. In this regard, the
Guysuco expansion plan, which will see the establishment of a modern
sugar factory at Skeldon, is well underway. A number of bids for the
construction of the state-of-the-art factﬂﬁ which will have a capactiy
of 110,000 tonnes of sugar per vear, are being evaluated and it is
expected that a contract will be awarded during the first half of this
vear. Clearing of the project site has begun already in preparation
for construction works later in the vear. We will implement measures
to enable Guvsuco to have access to the funding reaquired for its
capital investment programme and working capital. Further, we will
introduce a new management coniract, with an incentive structure
that emphasises profitability in a sustainable manner, and legslation
for a new cane payment systesn. These steps would ensure that our
sugar indusiry remains viable and contributes more 1o the national
economy,
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2. Rice

Mr Speaker, the rice industry has been experiencing difficulty
in recent times. A number of circumstances, including adverse
weather, disease. shrinking preferential markets, depressed market
prices, and farmers’ and millers’ indebtedness, have conspired 10
reduce its contribution to output, employment and income. The
Government, in recognition of the industry’s importance to national
development, has been supporting its resiructuring and
reorganisation. It has designed an assistance package for nearly 1,200
rice farmers who owe small amounts - $10 million or less -to the
commercial banks. The Government has reachegd agreement with
the commercial banks to help rice farmers who owe more than $10
million, provided that the money borrowed was invested in rice,

At another level, the Government has been working to secure
fnancial assistance from the Eurnpean Union for a comprehensive
restructuring of the rice sector. In July 2002, the findings of a
diagnostic study of the rice industry were presented 10 various
stakeholders. This led to a National Plan of Action, which is to be
implemented over 10 years. The plan is geared towards increasing
the efficiency and competitiveness of the industry while preparing it
to meet the challenges of a globalised and liberalised environment. It
is anticipated that about 40 million curos would be approved in 2003
to finance the national plans of Guyana and Suriname.

3 Baugite

Mr Speaker, the Government has made significant progress
towards the restructuring and eventua! privatisation of the bauxite
industry, The merger of Bermine and Aroaima was cffected in
September 2002 and this offers the best hope for the continuation of
bauxite operations in Berbice, In a novel scparation package, which
cost 5215 million, workers at Bermine were otfered severance
payments, in keeping with the legal provisions, a traiming grant, and,
in some cases, land for housing and business ventures. In addition,
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60 former workers of Bermine were re-hired by the new management
at higher emoluments.

In the case of Linmine, the Government signed a memorandum
of understanding with Cambior Ing, on June 6, 2002, which should
see the privatisation of Linminc during this year. Subject to the
approval of a bankable feasibility study, the injection of US$10 million
in equity by Cambior Inc, and the securing of US$20 million in third-
party financing, Cambior Inc wili acquire 70 percent of the
shareholding n the new company that will be formed to undertake
bauxite operations in the Linden area. The Government will retain
30 percent of the shares. In preparation for this event, the Government
has agreed to a generous separation package-costing $1.2 billion-
for the 1256 workers of Linmine.

In addition, Linmine and Omai Gold Mines Limited (OGML)
have reached agreement for the latter company to undertake stripping
and mining activities, in order to cstablish the desired lead-time
between stripping and mining. Further, in February 2003, an interim
joint management committee, comprising three officials each from
Linmine and Cambior Ing, was appointed to help Linmine to stabilise
its operations and ensure that it retains its market share. In particular,
Cambior Inc will provide expertise in the areas of metallurgical
recovery, material handling, preventative maintenance, and kila
management.

E. Promoting Growth ie Non-Traditional Areas

Mr Speaker, while agriculture has long been the backbone of
the economy, the bulk of the sector’s contribution has come from
sugar and rice. Yef, non-traditional agriculture has always had the
potential to add sigmificant value to the nationa! product, increase
foreign exchange carnings and boost employment. Government will
place emphasis on exploiting and promoting the other sub sectors of
agriculture. Now that Guyana has been certified free of foot and
mouth disease. we will be moving aggressively 1o expand the beef
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industry. We wili update the Veterinary Health legislation to
internationally accepted standards and wilt support etforts to establish
a modem abattoir, in order to faciliate the export of beef. The
passage of the Fisheries Bill last year will create opportunities for
the expert of fisheries products to the European Union, North
America and the Caribbean.

The organic agriculture programme, with emphasts on cocoa,
pineapple and heart of palm, will be accelerated to take advantage of
growing miche markets. Also, farmers will be technically equipped
to produce quality fruits, such as watermelon, passion fruit, mango
and papaw for processing and export. A canning facility is to be
constructed at Mainstay while agro-processing facilities will be set
up in the Intermediate Savannahs. In addition, a plant nursery is to
be established at Black Bush Polder to introduce new crop {ypes.
Further, with assistance from the USATD, the New Guyana Marketing
Corporation will upgrade its information technology capacity o
improve the storage, generation and dissemination of information
and will continue to provide technical support, market intelligence
and logjstics to its clients.

Mr Speaker, through the years, the actual performance of the
manufacturing sector has lagged considerably behind its potential.
When sugar milling and rice processing are excluded, the sector’s
coniribution to GDP is quite smali. Apart from the improved
macroeconomic environment, the sector has already benefitted from
gweeping institutional and re;ulatory reforms, including decpening
and strengthening of the financial sector, tax incentives, and the
development of an investment guide and an investment code. These
have helped the sector to recover somewhat from the doldmums in
which it was ensconced.

The Government is commitied to supporting the sector in its
efforis to improve its efficiency and competitive advanlage in order
to survive in an increasingly liberalised world. In this rcgard, the
Government will, among other things:
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B continue to make representation at the international level to
ensure that the sector benefits from the most favoured terms;

W establish bilateral and multilateral contacts and agreements
in order to expand market access and increase technology transfer;

W establish industrial estates in strategic locations, and grant
more favourabie leases;

W revamp the tax and incentives regimes; and

W strengthen Go-Invest te help it to more adequately perform
its role of promoting and facilitating investment in the economy.

Mr Speaker, the Government has been taking a number of actions
towards making tourism a dynamic sector within the economy. An
enhanced package of incentives has been provided to the sector and
there has been faster processing of applications for concessions.
Several tourism sites have been identified and repairs and renovation
have started on a few. Also, as indicated before, the Guyana Tourism
Authority (GTA) was established with the passage of legislation last
year During 2003, we will continue our efforts to imcrease visitor
arrivals and 1o maximise the gains from increased tourism activities.
Among the actions to be taken are the: staffing and full funenoning
of the GTA; the development of a website on tourism; and the
aggressive marketing of the country’s tourism advantages in Europe,
North America and the Caribbean.

F. Renewal and Expansion of Economic Infrastructure to
Support Investment and Growth

l. Introduction

Mr Speaker, among the factors that rank highiy m the decision
of &n investar to invest in & country is the state of that country's
infrastructure, And if we hold to the maxim that “investment is the
engine of growth’, then it follows that the condition of the country's
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infrastructure can influence the pace at which the country grows,
The Government has spent enormous sums of money on repairs and
rehabilitation of the infrastructure, largely because of the extended
detertoration that occurred in the pre-1992 period. While we have
focused mainly on extending its life, we will increasingly turn our
attention to expanding the capital stock as a means of creating
ppportunities and market access. In tumn, this would support cur
poverty reduction strategy through the gereration of employment
and income.

2 Agriculture

4,18 Mr Speaker, under an ltalian Line of Credit, we wall
commence procurement of over $900 million worth of heavy earth
moving equipment to accelerate the drainage and irmgation {D&T)
programme. [Applause] Under the $1 billion, IDE-financed
Agricultural Sector Support Project, we will conduct design and
feasibility studies of exsting and new D& areas, reorganise the
land management and adminisiration systems, and undertake aenal,
mapping, gseodetic and cadastral surveys. The Poor Rural
Communities Support Services Project also provides resources for
the rehabilitation of D&1 infrastructure in the project’s catchment
area as well as the upgrade of support services and facilitics. Other
D&1 works that are programmed for this year are:

0 the installation of 2 diesel pumps at Mibicur and Dawa;
O the construction of siuizes at Belfield, Westbury and Leguan;

O the rehabilitation of a sluice at Golden Fleece and canals ai
Manarabisi; and

O the rehabilitation of drains, capals and structuras in areas
such as Pomercon. Lima, Darimouth, Reliance, Wakenaam,
Leguan, Herstelling, Plaisance, Buxton, Mahaica, Mahaicony,
Bellamy, Whimy/Lancaster and Linden.
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Mr Speaker, in terms of sea defence, an amount of 5533 million
has been earmarked for the reconstruction and rehabilitation of the
most vulnerable streiches of our shorefine, including Profit/Foulis,
Tuschen, DeKinderen, Hague, Johanna Cecilia, Buxton, Annandale,
Bushy Park, Gangaram, Blenheim and Nos. 76-83 Villages Also,
during this year, we will complete negotiations with the CDB for a
loan of 3582 nuilion to re-construct 300 meters of sea defence at
Profit/Foulis. We will undertake a comprehensive programme of shore
zone management, as part of the long-term plan to protect our sea
defence infrastructure.

3. Transport and Communication

During this vear, we will spend about $1.3 billion on the re-
surfacing of the stretch of main road between Mahaica and Rosignol.
The estimated cost of this project is $4.4 billion, with the bulk ofthe
financing coming from the IDB. Also, we will commission a feasibility
study on an alternative access road from Georgetown to Timchri
and will commence design work for the rehabilitation of the Corentyne
Highway, from New Amsterdam to Moleson Creek, With financial
assistance from the CDB, we will start the construction of g 4-lane
highway from the Demerara Harbour Bridge leading into the City.
In addition, we will resurface the Demerara Harbour Bridge, the
Houston Bypass Road and parts of Mandela Avenue, and will widen
and rehabilitate the West Demerara Road, between the Demerara
Harbour Bridge and the Best Hospital. The project also includes the
installation of traffic comrol devices, signage, improved drainage,
road lighting, dedicaled cycle lanes adjacent to the sidewalk, a study
on road maintenance, and a road safety and weight contro!

rogramme.

An amouni of 5470 million has heen hudgeted 10 repair and
rehabilitaie a number of community roads twoughout the country,
In particular, work will be executed on roads in areas such as
Matthew’s Ridge, Port Kaituma, Anra Regina, Dartmouth, Leonora,
(roed Tntent, Goed Fortuin, Rare Roor, Haglington, De Hoon, Ithaca,
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Rosignol, Moleson Creek, Agatash, Black Bush Polder, and Bartica/
Issano/Mabdia, Funding has been provided under SIMAP I to
rehabilitate the East Canjie Road while a part of the resources under
the BNTF programme will be used to repair roads to be identified
during counirywide community consultations.

Mr Speaker. we will start a major Bridges Rehabilitation
Programme this vear. Under this $4.2 billion project, 5% bridges
between Timehri and Rosignol will be reconstructed. This project is
expected to last two years and will see the complete reconstruction
and re-alignment of the Mahaica and Mahaicony River Bridges.
Outside of this programme, over §100 million is earmarked to conduct
minor rehabilitation works on bridges at locations such as Moruca,
Karasabai, Riverstown, Zeelandia, Kuru Kuruny, and Hopetown, The
construction of the Berbice River Bridge remains a top priority of
the Government and we will continue to search for an appropriate
financing arrangement that would see the early realisation of this

project.

Tn air transport, we will continue to improve the condition and
aesthetics of the country’s only intemnational airport. Under the Air
Transport Reform Project, $798 million has been budgeted to
commence the resurfacing of the runway, the re-construction of the
in-coming terminal, the refurbishment of other facilities, the
rchabilitation of the sewage system, and the installation of aviation
equipment. Another $62 million will be spent on improving coastal
ad hinterland airstrips, In terms of our waterways, the sum of $225
million has been programmed to dredge our main rivers, repair
dredges, install buoys and beacons to improve river safety and
navigation, and repair motor vessels Bonasika, Torani and Kimbia.

4. Telecommunications

Mr Speaker, in today's imerdependent and globalised world, it
is important that we access modern systems of communication and
interconnectivity. In recognition of this, the Government has taken a
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number of actions te ensure that Guyana and Guyanese do benefit
from the telecommunications revolution. With assistance from the
IDE, it has begun the process leading to the libsralisation of the
telecommunicarions sector in the country. This is crucial to advancing
the emerging information technology sector, which has been targeted
48 a new growth area.

However, further progress was stalled because of legal actions
brought by the leading operator in the sector. This led to the
postponement of approval of a US$18 million loan by the IDB. This
financing represents the bulk of a US322 5 million information and
communication (ICT) project that the Government has formulated
to increase compefitiveness and accelerale economic and social
development. The project would result in, among other things: greater
ICT use between the public and private sectors; modernisation of
government operations, inchuding its interactions with the citizenry;
and creation of an enabling environment for [CT development. Now
that the iegal impediment has been removed, it is our hope that
processing of the loan will resume, with a view to its early approval
We would also use the opportunity to re-engage ATN and GT&T in
discussions on the liberalisation of the sector.

5 Power

Mr Speaker, the availability of a large supply of cheap and reliable
power that is generated, transmiticd and distributed in an efficient
and environmentally-friendly manner, is critical to expanding
production, improving productivily, catalysing growth, and reducing
poverly. However, although blessed with an abundance of rivers and
waterfalls, Guyana has relied heavily on the burning of imperted
fossil fuels to provide the bulk ofits energy needs. In fact, the import
of fuel and Jubricants has averaged USS$126 million or 23 percent of
export earnings over the last three years

AT
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Mr Speaker, the Govermunent wiil review our energy policy to
emphasize conservation and the development of alternative sources
of power, including hydro, solar and bagasse, over the medium to
long term. Meanwhite, the Government wiil continue with its
programme to bring electricity to all households, consistent with it
stated goal of improving the quality of life of all Guyanese. In this
regard, it has secured a loan of USS2Z7 nullion from the Inter-
American Development Bank (IDB) to finance a project of US$34.4
million to connect 40,000 new, mostly poor customers, in unserved
areas, to the national grid. The pace of implementation of this project
would accelerate, once the future of the beleaguered power company,
Guyana Power and Light, is determined.

6. Urban Renewal

Mr Speaker, a $4 8 billion, IDB-financed programme of urban
rehabilitation and development of towns and municipalities has been
ongoing for sometime. During this year, we have budgeted to spend
$785 million on the following activities:

the rehabilitation of Hadeld and Cactus Streets in Georgetowr,
Smithfield and Market Stelling Roads in New Amsterdam, Middle
and First Streets in Rose Hali, Jackson and Crown Streets in
Corriverton. Greenheart Street in Linden, and School Street in Anna
Regina,

& the rehabilitation of RBourda, Kitly, Bush Lot and MacKenzie
Markets, and several market stalls in the New Amsterdam
Market;

¢ the rehabiliiation of New Amsterdam, Linden and Corriverton
Town Halls: and

¢ the rehabilitation of the Georgetown Abbatoir.

Tn addition, under SIMAP 11, construction work will begin on
the Parika Vendors’ Mall. Leguan Stetling, Paraghara, Kildonan and
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Hopetown Community Centres, and the Nappi Women's Centre.
& Human Capiiai invesiment
1. Education

Mr Speaker, this year, we will commence the implementation
of the new, 5§73 billion, Basic Education Access and Management
Systems (BEAMS) programme. This programme will concentrate
on curriculum development and technology improvement, teacher
training, institutional support, improving the managerial capacity of
Education Officers, and infrastructural improvement to several
primary, secondary and multilateral schools in the country. The
schools that will be done in Phase | of the project are: Bygeval
Multilateral, Bladen Hall Multilateral, North Ruimveldt Multilateral,
Lodge Secondary, Charlestown Secondary, Tutorial High, Bartica
Secondary, Parika/Salem Secondary, Wales Secondary, Aurora
Secondary, and Aishallon Secondary Schools.

We will continue to implement existing programmes in education
as follows:

B The Guyana Basic Education Programme, which {argets
teacher training at all levels, but particularly hinterland areas, through
the distance education mode;

B The Guyans Education Access Programme, which includes
institutional support and the re-construction of schools such as
Skeldon Line Path, Skeldon High, Tagore Memorial, Linden
Foundation, and New Silver City Schools; and

B The Secondary School Reform Programme, for which $500
schog! quality, and rehabilitate Port Kaituma Community High,
Avrams Zuil Secondary, Bariica Secondary, Beterverwagting

Community High, Rosignol Secondary, Kwakwani Commurity High,
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and Parmakatoi Conununity High Schools.

The sum of $325 million is sarmarked to execute rehabilitation
works on nursery, primary and secondary schools countrvwide,
including Dora Nursery, Winfer Garden Primary, North Georgetown
Secondary and St Stanislaus High Schools. Under SIMAP 1L, the
following schools are programmed for construction this year:
Hampton Court, One Mile. Watooka, Santa Rosa, and Arakaka
Nursery Schools and La Harmonie Primary School. Also, & number
of schools will be rehabilitated under the BNTF V Programme. Over
$350 million will be spent on other educational facilities, inciuding
the rehabilitation of Industrial Arts Centres, teachers’ quarters, and
dormitories at President’s College; extension of the New Amsterdam
Libtary, and completion of the Corriverton Technical Tnstitute.

Mr Speaker, in addition to the expenditure thal has been
programmed in education for this year, a number of training initiatives
and opportunitics abound. The Government has provided $479
miltion in this Budget for formal, informal and on-the-job training.
Also, resources have been budgeted for the continuation of the Youth
Entrepreneurial Skills Training Programme, which graduates about
20G youths per year in diverse skills’ areas such as refrigeration,
plumbing, carpentry, electrical installation and welding. In addition,
the European-funded Guyana Training Agency will continue to offer
demand-driven training courses for personnel in the productive and
service sectors. Further, Guyana will continue to benefit from the
Can. $5 million Caribbean Rzgional Human Resources Development
Programme for Economic Competitiveness, which seeks to develop
human resources and institutional capacity in the public and private
sectors, and Non-Governmenial Organisations.

2. Health

Mr Speaker, the implementation of & $1.2 billion nutrition
programme will start this year. This programme will promote breast-
feeding among laciating mothers of babies between 0-6 months;
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provide micro-nutrients for young chiidren and pregnant mothers,
provide training for primary health care workers; introduce a food
coupon scheme for lactating mothers from poor families; and target
the reduction of anaemia. An awareness programme aimed at creating
nutritional behavioural changes will be developed and promoted.
The Ministry of Health will begin cxecuting the 3600 million HIV/
AIDS, Tuberculosis and Health Information Systems Project. This
project would assist in strengthening the prevention, control and
management of sexually transmitted infections and HIV/AIDS,
improve systems for preventing and controlling tuberculosis; and
enhance information flow, storage and retrieval.

In terms of the physical infrastructure in health, we have
budgeted to spend $370 million to construct an in-patient ward and
to purchase medical equipment for the Georgetown Public Hospital
Corporation. Also, we will commence the re-construction of the New
Amsterdam Public Hospital. Financing has already been secured from
the Japanese Government, A number of health facilitics will be
repaired under STMAP 11T and BNTF V Programmes. In addition,
$145 million will be spent on rehabilitation works and the purchase
of medical equipment and instruments for hospitals, heaith centres
or health posts in areas such as West Demerara, Bartica, Pomeroon,
Timehri, Bamboo Creek, and Morashee.

3. Housing

Mr Speaker, our housing programme received a significant boost
with the commitment of $1.8 billion by the European Union for a
Low Income Seitlement Programme. This programme, which
complements the existing $5.8 billion, IDB-funded Low Income
Housing Programme, wilf provide an additional 4,000 house lots
rd regularise 1,500 housing units in squatter setilements throughout
he country. Along with ous loca! housing programme, both of these
programmes will upgrade squatter settlements and develop new
housing schemes in arcas such as Eccles, Vigilance, Cane Grove,
Parfaii/Harmony, West Watooka, and Cuivert City.
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4, Water & Sanitation

Mr Speaker, during the vear, we will continue to implement of
anumber of projects in this sector. We have set aside $881 million to
do the following:

O complete construction of the LBl Inter-connected Water
System,;

O complete the Eccles Inter-connected Water System,
3 complete the Bartica water network; and

[ rehabilitate distribution systems at Bath Settlement, Nos, 52-
58 Villages, and Eccles to Friendship, among other areas.

The civil works component of Phase I of the $4.7 billion Guyana
Water Inc project will start this year and $229 million has been
programmed to upgrade the distribution network in East and West
Ruintveldt, Lamaha Gardens and Bel Air. Also, works will be executed
on the water and sewape systems in locations such as Sophia,
Meadow Bank, Albouystown, and North Ruimveldt. With regards
to solid waste disposal and management, we will commit $195 mullion
to improve the Mandela Avenue Dump Site. We are currently
negotiating with the IDB for a loan of $4 billion to construct a new
disposal site at Eccles.

We have concluded arrangements with the European Union to
refurbish the Linden Water Sysiem at a cost of $170 millien. in
addition, we will spend $313 million to rehabifitate coastal and
hinterland *stand alone’ water systems nationwides, inchiding those
at Adventure, Lima/Sparta, Cullen to Zorg-en-Vlgt, Parika, Timehi,
Kwakwani, Barker Scheme. Rosigrol, Crabwood Creek, Ankerville
and Mara.

5, Poverly Programmes and Social Safety Nets
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My Speaker, the Government has developed a range of
programmes that specifically target depressed and distressed
communities, on the one hand, and the poor and vulnerable members
of our society, on the other. In this regard, T am pleased to report
that the Government has successfully concluded negotiations for
SIMAP [T and BNTF V programmes. Together, these 2 programmes
will result in the disbursement of some $5.7 billion over the next §
years for community-based projects in areas such as roads, health,
education, drainage and irrigation, environmental enhancement and
waste management.

In adldition, other programmes have been included in this Budget,
including:

4 the Poor Rural Communities Support Services Project, which
is geared towards rehabiiitating drainage and irmgation infrastructure,
upgrading public support facilities; and providing agricultural
extension and micro credit services to farmers in Regions 2 and 3;

+ the locally funded Poverty Programme, costing $200 multion;

¢ the Linden Economic Advancement Project (LEAP), of which
$200 million has been budgeted to fund a micro credit scheme,
provide vocational training, and create business incubators at Linden,
among other activities;

+ the Amerindian Development Fund of $50 million for
agricultural development, land demarcation, and the purchase of
equipment, among others;

¢ the Youth Choice Initiative Programme of $35 million for
small community projects, and traimng of vouths in technical and
vocational skiils;

¢ 2 textbook programme, budgeted at $3 10 million, in the core
subject areas-Mathematics, English, Social Studies, and Integraied
Science-for priialy and secondary schools’ children: and
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+ a school feeding programme, costing $106 million, that is
seared towards improving the attendance and performance of
vulnerable students at the nursery and primary levels.

H. Improving the Financial, Institutional and Regulatory
Environment

Mr Speaker, actions will be taken to consolidate and enhance
the efficiency and soundness of the financial system. The report on
the Bank’s Supervisory Strategy will be completed during the second
quarter of the year. The report will define, and identify measures to
strengthen, the framework for supervision of both bank and non-
bank financial institutions. It will also help to inform the review of,
and subsequent amendments to, the Bank of Guyana and Financial
Institutions Acts so as to enable the Central Bank to execute its
mandate more effectively and in accordance with best international
practices. In addition to these institutional changes, there will be
capacity building iritiatives at the Bank: of Guyana, including the
upgrade of supervisory skills and the strengthening of procedures.
Further, there will be consultations with stakeholders in the financial
sector on a recently-completed report on the feasibility of
implementing & deposit insurance scheme. Also, we will complete
the enabling regulations to fully implement the Money Laundering
{Prevention) Act,

In addition the measures previously taken to improve the
investment climate in Guyana, the Governmeni will bring to this
House legislation for an Industrial Development Authority Act, which
will be responsible for the development of industry and the
development and management of industrial estates, and a Free Zone
Act. Further, in an effort to promote a fairer trading environment in
the country, we will enact Competition Commission legisiation and
an E-Comrnerce Act to govern internet trade. Also, Consumer
Protection legislation is being developed that will outline, among
other things, the rights of consumers.
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A policy paper has been developed to help improve property
rights. increase land ownership to the poor, and ensure that
rransparent criteria are employed in the distribution of house lors
and the allocation of state land . It specifies in detail the steps to be
taken, the procedures to be followed, and the appeals’ mechanism to
be utilised in the process. Also, it identifies the entities that would be
nvolved, including the Cabinet, in the case of land application by
overseas mvestors, the Central Housing and Planning Authority, and
the Guyana Lands and Surveys Commission, The Deeds Registry,
whose operations are being fully computerised, is expected to
facilitate the speedy processing of land title deeds. The paper has
been tabled in this House for debate and approval.

L Fostering Greater Accountability and Transparency
iy Public Sector Reform

Mr Speaker, the one vear, IDB-financed Public Service
Modemisation Programme (PSMP) is expected to conclude this year.
All seven phases have been completed. What remains is the
completion of the Consultant’s Final Report, which will be used as
input into the design of a major modernisation project.

The Government is working towards the implementation of ils
Poverty Reduction Strategy (PRS). To effectively and timely
implement the Strategy, the Government has established the
Programme Coordination and Policy Monitoring Unit (PCPMU) at
the Office of the President. The PCPMU is charged with: coordinating
PRS programmes across donors, line ministries, and civil society:
ident:fying constraints and lessons leamed in the implementation of
the poverty reduction programme, undertaking policy analysis and
proposing recommendations for improving the framework of
programme implementation; and monitoring the PRS structural
reforms within the context of the Poverty Reduction Support Credil
and the Poverty Reduction and Growih Facility.
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The Government has secured a grant of US31 mullion from the
DR to assist in strengthening and modemising the public investment
and project management system. Among activities to be undertaken
are; financing pre-investment studies; training personnel who are
involved in the project cycle; and upgrading information systems for
more cffective and efficient decisions on public investment. This
would allow us to effectively moniter and evaluate projects in the
comtext of our poverty reduction strategy.

2 Integrated Financial Management and Legislative Review
a) Budget and Treasury Management

Mr Speaker, with assistance from CIDA, under the Guyana
Fconomic Management Project (GEMP), the Government has
implemented a range of budgetary reforms, foremost among which
was the introduction of programme budgeting in the Goverament
sector. During this year, the focus will be on improving treasury
accounting and management. In this regard, a modern, fully
computerised, off-the-shelf Integrated Financial Management and
Accounting System (ITFMAS) will be procured, installed and tested.
When this system becomes fully operational in 2004 it would address
the current inadequacies of the budget and accounting functions of
the Government. In the interim, the upgrading and testing of a
temporary Automated Budgetary and Treasury Control System has
been compieted,

Best practice exercises are being conducted in areas of treasury
accounting, work planning and budgeting. This process involves
revicwing the current procedures and comparing them with regional
and international standards. Other aspects of the GEMP that will be
pursued include the development of'a responsibility and accountability
framework, programme performance review methodology. and
reforms to the preseniation and reporting of the Estimates.
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b} Review of Financial Legislation

In an effort to provide a modern legislative framework for the
upgraded accounting, budgeting and financial practices, and draft
legislation has been prepared and the process of discussion and
consultation will start soon. The new Fiscal Management and
Accountability Act will seek to regulale the preparation and execution
of the national budget; the receipt. control and disbursement of public
funds; the accounting for public money, and provide for other matters
connecled with or incidental to the transparent and efficient
management of the country’s financial assets. A new Audit Act will
also be promulgated.

c) Improved Oversight of Public Financial Management

Mr Speaker, the Government has agreed to invest the recently
created Parliamentary Sectoral Committee on Economic Services
(PSCES) with powers to oversee the public sector’s financial
management practices. It will provide the necessary financial support
1o the Committee tc help it to build capacity to undertake its functions.
Also, Mr Speaker, the Government is committed to strengthening
the system of public disclosure for public officers and, in this context,
will strengthen the Integrity Commission so as to allow that body to
execute its functions cffectively. The Auditor General's Office will
provide technical, analytical and enforcement support to the
Commission. In addition to the new Audit Act, the independence of
the Auditor General's Office will be entrenched further with the
adoption of a new procedures manual and a reorganisation plan,

3. Public Procurement and Tendering

Mr Speaker, carlier I indicated that the Government passed
modem procurement and tender legislation iast year, However, the
implementation ofthe new law was delayed in crder to take on bourd
additional representation and commenis from interested stakehoiders.
The product of this engagement has been agreement on a nuniber of
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amendments to be made to the Procurement and Tenders Act. These
amendments wili be tabled shortly and the Act will become operational
later in the year. The new Act, among other things, will increase the
tender limits, provide for greafer transparency in the process, and
would recognise the overarching role to be played by the
constitutionally-created Public Procurement Commission.

4. Reform of the Tax System

Mr Speaker, the Government has completed a detailed
examination and assessment of tax administration and the need for
tax reform. In our view, such reforms should aim to accomplish four
broad abjectives: revenue neutrality; stimulation of investment and
savings; oriented towards growth; and support poverty reduction.
This year, we will mstitute tax reform and administration measures
in pursuit of those objectives.

35 Diebt Management

Mr Speaker, Guvana expects ta reach the completion point for
the EHIPC during the year. This would pave the way for a significant
reduction of the stock of external debt to under USS1 billion and
provide, at the same time, significant additional resources to
implement our poverty reduction programme. In spite of this relief,
the net present value of total debt to revenue ratio is projected to
remain high. This indicates that renewed efforts must be made in the
post-EHIPC period to reduce the amount of domestic revenue that
is used to service debts.

Equally important, Mr Speaker, is the management of the
domestic debt. As discussed earlier. the Government hes succeeded
in lowering inflation and domestic interest rates in order to encourage
private investment and output, This was achieved partly through the
manzgement of the excess liquidity in the banking system. It is ths
exercise that has been mainly responsible for the increase in the
domestic debt. However, although the stock of debt has been rising,
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its servicing has been falling as a result of the continuous decline in
the Treasury Bill rates,

J. Job Creation

Mr Speaker, throughout my presentation, I have been stressing
that the policies, programmes and measures in this Budget are geared
towards promoting growth and creating jobs in pursuit of our
vbjectives of reducing poverty and increasing the standard of living
of our people. The creation of a stable macroeconomic and political
environment, the progressive improvement in the business climate,
and the increased availability of credit te the private sector would
generate increased private sector activity in the various sectors of
the economy. It is no surprise, therefore, Mr Speaker, that for 2003,
private investment that is facilitated by Go-Invest is expected to grow
to nearly $18 billion in diverse areas such as fresh food, energy,
wood, tourism, ight manufacturing, textiles and garments, handicraft,
services, information and communications technology, honsing, and
mliastructure, Over 2,800 jobs and a number of job opportunities
will be created.

The second source of employment derives from the micro-
enterprise sector. Mr Speaker, the Government is committed to the
promotion of entreprensurship angd views the development of small
business as an important component of our sirategy lo create
sustamable employment and reduce poverty. 1 am heartened by the
progress made and the role bemng played by the institutions in the
sector. During 2002, the Instituie of Private Enterprise Development
{IPED) financed 4,352 medium, small and micro loans, amounting
te $669.7 million, in the process creating and/or sustaining 7,113
jobs. The Institute expects to expand its portfolio this vear, which
will resalt in more jobs being created. Also, I wish to acknowledge
the newly-formed Small Business Development Finance (SBDF)
which has been created 1o provide small businesses and low income
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enterprises with an additional avenue for credit and technical support,

In an effort to facilitate and promote the growth of the micro-
enterprise sector, the Government will table the Guyana Small
Business Act this year. Not only would this give signal recognition
to the contribution this sector has made, and 18 expected to make, 1o
the economy, but also it will aliow small businesses to enjoy
concessions and incentives that are not currently available to them.
Also, through a US$1.5 million, three-year UNDP/Private Sector
initiative, specialist training wiil be provided to about 250
entrepreneurs in small and medium scale enterprises. The project,
which will be implemented by the Guyana Manufacturers’ Association
(GMA), will target men, women, indigenous entrepreneurs, youth,
the unemployed, school leavers, and private and public sector
employers wishing to start their own business. The European Union
has also made available $600 million to assist grassroots organizations
to identify projects, generate income and create employment.

Yet another area of emplovment creation emanates from the
public investment and maintenance programmes. The PSIP (net of
transfers) for 2003 is budgeted at $24 billion. Provision has been
made for the start of some very large projects such as the Bridges
Programme, roads, drainage and irrigation and sea defence, and the
Skeldon Sugar Estate Project. Tnaddition, the Government’s current
maintenance programme is budgeted at $1.5 billion, Further, major
projects. such as the New Amsterdam Public Hospital and the
Convention Centre at Turkeyen will start this vear. The execution of
these projects will generate a number of new jobs for unskilled,
semi-skalled and skiiled persons.

Finally, Mr Speaker, we will continue the iabour intensive
Temporary Employment and Maintenance Programme (TEMP) that
was initiated last year This programme, which was successfully
implemented during the preparations for the Caricom Heads of
Government and other Meetings held last vear, is onented towards
beautifying and enhancing the environment, including cutting grass,
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cleaning drains, painting bridges, and removing derelicts. At the same
time, it provides temporary employment to a wide cross section of
persons from various parts of the country,

K. Governance, Crime and Justice
i Governance

Mr Speaker, besides the reforms to the Constitution in 2000,
another initiative aimed at deepening our fledgling democracy is that
of empowering local government bodies to manage their affairs. The
Government is providing valuable tinancial_ technical and managerial
support to equip these bodies with the necessary skills and capacity
building mechanisms to adequately perform their enhanced role, Also,
we have budgeted $258 million in project development assistance to
hetp the 65 Neighbourhood Democratic Councils to undertake small
capital works, Further assistance will be forthcoming from Canada,
through a S-year, $590 million Municipal Governance and
Management Programme. This project seeks to strengthen local
governance and management in the 6 towns while fostering equity,
security, inclusion, collaboration and sustainable development in
Guyana,

Z. Crime and Justice

Mr Speaker, following the upsurge in criminal activities, the
Govermmnent instituted & multi-faceted approach to fight crime. It
initiated broad-based consultations on crime with a view of
gliciting the widest participation in crime solving. It introduced
new laws and updated existing legisiation to, among other things,
make prosecution and conviction easier, prevent criminal vielence
and destruction to property, and increase the penalties for certain
types of offences. Also, it intensified collaboration and co-
ordination among the agencies of the Joint Services. Further, the
budgetary allocation of the Security Sector was supplemented and
funds were made availabie to the Police to enhance the welfare
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package of dependants of slain police officers. These efforts have
begun to achieve some success, as evident by the drop in the
report of serious crimes in recent months,

Mr Speaker, we will not rest until the scourge of crime is
removed from our society. [ Applause] Therefore, we have made cnime
fighting one of the top priorities of this Budget. In this regard. we
have set aside $7.2 billion to be expended on national security. In
addition, we are working with a number of bilateral donors who
have expressed an interest in providing various forms of assistance.
Further, we have approached the IDB for & loan of US $10 million,
which will be used to reform the Guyana Police Force, among other
activities. The Government will move to establish a National
Commission on Law and Order.

The Government will continue to pursue initiatives and take
action to improve the justice system in Guyana. This is because we
view judicial reform as important to the consolidation of democracy,
the administration of justice and the upholding of the rule of law in
the country.

5. Economic and Financial Targets in 2003
A, Real Sector Projections

Mr Speaker, we have conservatively estimated that reai GDP
will grow by 1.2 percent in 2003. This projection takes account of
the positive developments expected in sugar and rice, and the outlook
for growth in the world economy.

k. Agriculture

Mr Speaker, sugar production is projected to grow by 2.9
percent to 340,552 tonnes, continuing the upward trend that has
been ohserved over the last three years. The improvements and
expansion that have been undertaken under the Agricultural
improvement Plan will continue to redound to the benpefit of the
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indusiry. Rice output is expected to increase by 3 percent to 296,388
tonnes, reversing the almost 11 percent decline in 2002, The ongoing
reorganisation and restructuring of the industry, increased acreage
under cultivation and favourable weather conditions would have a
positive impact on production and productivity. Based on the
additional capacity and the increased demand for poultry meat, the
livestock sector is expected to grow by 3 percent. Other agriculture
is projected to increase by 3 percent.

2 Industry

The mining and quarrying sector is programmed to fall by 7.1
percent, reflecting declining gold production at Omai Gold Mines
Limited and the delayed recovery in the bauxite industry. Declaration
of raw gold is projecied to decline by 9.3 percent to 414,105 ounces,
with the output of Omai and the small miners declining by 11.1 percent
and 4.3 percent respectively. Ousput of diamonds is expected to
remain flat. Bauxite production is budgeted at 1.613,000 tonnes, a
reduction of 1.1 percent.

Robust growth of 4.7 percent is expected in the engincering
and construction sector, led by the implementation of major projects
in the Public Sector Investment Programme and the growth in private
construction, especially in housing, where the Government has
distributed thousands of house lots. The manufacturing sector is
projected to grow by 3.0 percent, continuing the positive growth of
2002,

3. Sermaces

Mr Speaker, with the exception of Government, all services are
budgeted to increase. Growth in transport and communication is
pegged at 3.0 percent and is based en continued expansion in the
telephone indusiry and increased access io interior and other remote
locations. The other sectors under ‘services’ are expected to perform
as follows: distribution, 2.6 percent; rent of dweilings, 2 percent;
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financial services, 1.3 percent; and other services, 1 percent,

B. Inflation and Monetary Policy

Mr Speaker, an inflation rate of 5 percent is targeted for 2003,
reflecting adverse price developments in utilities and the “feed
through’ of prices from imported fuel. As in previous years, the thrust
of monetary policy will be to achieve the inflation target, promote
the expansion of private sgctor credit, maintain a relatively stable
exchange rate, and meet our balance of payments and official
international reserves objectives. Broad money is projected to grow
slightly faster than inflation and output.

C. Balance of Payments

Mr Speaker, reflecting mainly the substantial increase in the
price of fiel and the expansion of imports for the public sector, on
account of a larger PSIP, the current account deficit of the balance
of payments is programmed to decline o US$154.3 million, from
US3106.7 million in 2002,

Merchandise exports are projected to increase by 4.1 percent
to US$5 15 mullion, Earnings from sugar are expected to increase by
13 percent to USE135 mullion while those from ‘other’ exports are
budgeted to rise by 153 percent fc 1JS$137 million. Bauxite and
rice are expected to earn US$39 million and US$47 million,
respectively, a slightly better performance than last year. On the other
hand, receipts are projected to declive by 6 1 percent to US$128
million, in the case of gold, and by 27 percent to 18326 million, in
the case of timber. Merchandise imports are budgeted to rise by 14.2
percent to US$643 miliion. Growth in fuel and lubricants is projectad
at 7.9 percent to US$135.7 million while other imports are expected
to rise by 16 percent to US$507.3 million

Net services are projected to improve by 9.6 percent to US 571
miflion, en anticipation of Guyana meeting the completion point of
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the EHIPC initiative. On the other hand, net non-factor services are
projected to double. Private transfers are expected to grow by US$4.7
miliion to US$44.7 million. A slight improvement in the capital
account of USE1.6 million is anticipated, reflecting higher
disbursements for public sector projects and increased private sector
investment. The overall deficit of the halance of pavments will decline
to US$64 million, from US$25.1 million in 2002, and this will be
financed by debt relief and the reserves of the Central Bank,

D. Fiscal Targets
I. Central Government

Mr Speaker, the conservatism that informed the growth rate
and other projections has also infused the setting of the fiscal targets.
Current revenue (net of Rice Levy) is expected to growby 3.2 percent
to $46 billion. The GRA is budgeted to increase its share of revenue
to 92.4 percent, in collecting $42.5 billion, reflecting sustained efforts
lo reduce smuggling and tax evasion, and reforms to tax
administration in the two depariments, The target for the Internal
Revenue Depariment is set at $22.3 billion while that for Customs
and Trade Administration is $20.2 billion.

Current expenditure (net of Rice Levy) is projected to rise by
$1.7 billion to $49.9 billion. Persoral emoluments, is budgeted at
$16.9 billion; other goods and services, $11.8 biliion; and transfers
(including transfers to Linmine), $13 4 billion. Interest payments are
estimated at 38 billion. Of this amount, external interest is budgeted
at $5 billion while domestic interest is targeted at $3 billion, reflecting
the continuation of the favouiable developments in the Treasury Bili
rate.

Capital expenditure iz expected to rise to $22.2 hillion, partly
because of a §5.4 billion loan transfer to Guysuco for the Skeldon
Estate Project. These developments will cause a slight increase in
the current deficit to $4 billion, from $3 9 billzon in 2,002, However,
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partly as a result of a change in the methodology for accounting for
debt relief under the HIPC and EHIPC initiatives, grant receipts will
decline to $7.2 billion. This will contribuie to the large deterioration
in the overall balance after grants from $8 billion (5.7 percent of
GDP) last year to $18.9 billion (13 2 percent of GDP) this year. We
expect that substantial net disbursements of $11.2 billion and net
divestment proceeds of $2 billion wall limit financing from the
domestic banking system to $5.7 billion.

Mr Speaker, the very large size of this year’s budget signals our
intention to coniinue to pursue our development agenda. Total
expenditure is projected at $72,9 biflion, an increase of 15.9 percent
over the $62 9 billion that was realised in 2002,

& Public Enterprises

5 14 Mr Speaker, the receipts of the public enlerprises are
budgeted to improve by 8.9 percent 1o $55.1 billion, largely as a
result of the expanded production and export of sugar. Operating
expenses are projected to grow less siowly by 4.5 percent to $30.5
billion, This combination is expected to result in a doubling of current
savings from $2.2 billion to $4.5 billion. Notwithstanding the
projected 20.8 percent increase in capital expenditure to $2.1 billion,
the overall surplus is programmed to increase to $2.4 billion, from
$452 million in 2002,

3 Non-Financial Public Sector

The overall deficit of the nen-financial public sector is budgeted
at $16.5 billion or 11.5 percent of GDP. and this will be financed
largely from externat loans.

6. Budget Measures
A. Introduction

Mr Speaker, consistent with the need to expand the tax base,
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unprove the efficiency and effectiveness of tax administration, and
enhance transparency and equity. the (GGovernment will implement
the following tax measures this year,

B. Measures to Expand ihe Tax Base
k. Consumption Tax on Local Telephone Calls

Mr Speaker, I wish to announce a tax of 10 percent on all
domestic telephone calls, regardless of whether such calls origimate
from a landline, cellular telephone or fax machine, This tax takes
effect from April 1, 2003,

2. Increase in Withholding Tax

Mr Speaker, I hereby announce an increase in withholding tax
from 15 percent Lo 20 percent, on interest bearing deposils, loans
secured by bonds, and any other interest income that is currently
being assessed at 15 percent. Also, I wish to announce the increase
in withholding tax, from 10 percent to 20 percent, on payments other
than interest to non-residents. These measures take effect from April
1, 2003,

3. Introduction of a Vatue Added Tax (VAT)

Mr Speaker, the Government is mindful of the shortcomings of
the Consumption Tax and recognises the need for the application of
a more broad-based tax on the production of goods and services.
The Government will, therefore, introduce a Vatue Added Tax by
2006 and will siart the necessary preparations immediately. We are
under no illusions about the difficultics and challenges that we will
cncounter during the implementation of such a tax, given the state
of our physical and human infrastructure. Thus, we will be seeking
technical assistance to ensure & successtul launch of the VAT
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Measures to lmprove Tax Administration

Mr Speaker, in addition to the tax measures, the Government
will make concerted cfbrts to improve the efficiency of the tax system
and the administrative capacity of the GRA. In this regard, the
Government will take a number of actions this year.

Mr Speaker, the Government will seek to enshrine, as far as
possible, the incentives regime into law. This would entail
smendments 10 the Customs Act, the Financial Administration and
Aundit Act and the Income Tax Act to enhance transparency and
administrative efficiency.

Mr Speaker, while the Government was able to significantly
increase revenue over the past 10 years, a plaring anomaly has been
the small contribution made by the self-employed. We are cogmsant
of the efforts made by the Guyana Revenue Authority (GRA),
including moral suasion, but these have met with httle success.
Therefore, I wish to announce that, this year, the Government will
strengthen the Income Tax Laws of Guyana to enable the GRA to
enforce presumptive assessments on professionals and other
categories of scif-employed persons.

The Government will fill a number of critical positions and review
the GRA Act and regulations. In addition, the GRA would be tasked
with preparing a strategic plan for information technology use;
reviewing the operations of ASYCUDA; improving the collection
of domestic consumption tax; improving inter-agency co-ordination
to reduce smuggling and other forms of revenue leakage, and
improving auditing and reporting.

Mr Speaker, to meet these demanding tasks, the Government
has provided for a significant increase in the budget of GRA for
20973, Further, the Govarnment has secured a grant of US §300,8060
from. the Caribbean Development Bank to assist in the
implementation of a project to upgrade the skills of the stail. In
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particular, a modern training division will be established and a
consultant will be recruited to train rrainers.

D. Measures to Increase Workers' Income
1. Increase in Salanes of Public Servants

Mr Speaker, the Government has repeatedly expressed an
interest in developing a multi-year wage package for public servants,
as this would obviate the need for annual negotiations while providing
prediciability and siability of the income of workers. We do not doubt
that the unions migh! be favourably disposed to such an arrangement;
however, to date, nothing has come of our efforts to conclude such
a package We would continue to engage the unions in discussions
with a view of agreeing o mcreases in wages and salanes for the
next three years and, in this regard, have invited the gnions
representing public servants and teachers for talks. In deference to
the commencement and outcome of those discussions, we would
not announce a salary increase at this time.

2 Increase in Income Tax Threshold

Mr Spraker, notwithstanding the very tight fiscal situation, the
Government has responded favourably to representations made by
the trnde umons, the private sector and others tor a review of the
incozue tax threshold. | am pleased to announce an mcrease in the
income tax threshold from $216,000 to $240,000 per annum, effective
from Year of Income 2003. | Applause] This measure would merease
the dispesable income of workers and result in the removal of about
13,500 persans from mcome tax returns.

7. Conclusion

Mr Speaker, we live in testing times. The global political
environment is facing its most demanding trial in recent memory
even as we speak, while the economic environment is rendered doubly
uncertain as a consequence. In Guyana we continue to gngounter

350



Friday, 28th March, 2003
obstacles, encouraged by the political Opposition, that seek to siow
the long strides of success we have been making and distract us
from further advancement.

We Guyanese people are, however, known for our resolute
nature. We have been clear in our message to the naysayers. We
agree, and have said resoundingly in many ways and on many
occasions, that wewill not stray from the task of' building our Nation
through hard and honest labour, through creativily and innovation,
and through stezdfastness in the nationa! interest, in every respect.

True to the indomitable Guyanese spirit, this Budget recognises
the formidable challenges that lie before us, and responds with a
menu of measures designed to help us to overcome these challenges
and lay a firm foundation for progress and prospenity for the future.

When all 1s said and done, we know in our collective
consciousness that, hy staying on course and finding the strength
and resources to confront the challenges, we will prevail as a
prosperous Guyana, where all of our citizens emjoy peace and security
and have abundant opportunities.

God bless Guyana!

I thank you, Mr Speaker. fApplause]

The Speaker: Thank you Hon Member.
Motion proposed

This concludes our business for today.

The Hon. Minister of Parliamentary Ailairs,

Hon, Reepu Daman Porsaud: Mr Speaker, T grave your indulgence
to join with you in strongly condemning the behaviour which caused
vou to suspend Parliament. The behaviour was most reprehensible
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and disgraceful; it should be unequivocally condemned and
condemned not only by us here, but alt in Guyana, so that there is no
racurrence of such intolerable, unbeeoming, reprehensible and vulgar
behaviour.

I now move that the Wational Assembly stands adjeurn to
Monday, 7" April, 2003 at 14:00H

The Speaker: The National Assembly is so adjourned.

Adjourned accordingly at 17.00 H
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