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S countries around the world, and especially those with the most challenging gaps
to bridge, engage in multi-actor strategies aimed at achieving the Sustainable
Development Goals (SDGs) within the 2030 Agenda for Sustainable Development, the
need for adequate levels of financing is a pressing concern. Although there is near-
consensus on the nature of the 17 global SDGs as cross-border partnerships that should
elicit efforts from developing countries and industrial economies, the mainstay of re-
sources that will fund investments in social development and productive transformation
ultimately depends on sustained economic growth.

Thus, some may argue that development cooperation practitioners witness a
Catch-22 situation: the one realistic shot of developing countries that lag behind sig-
nificantly in terms of income and lack of domestic capacities to sustain GDP growth
in order to build stronger economic foundations and social progress requires them to
achieve economic growth basically as a prerequisite (although SDG 8 sees growth as a
goal on its own merits). The growth paradox calls for a closer analysis from the point
of view of economics and political science in order to devise creative and practicable
solutions.

However, if the case can be made that anaemic GDP growth is effectively a
burden that imperils sustainable development, that argument should not suggest that
accelerated economic expansion provides all solutions by itself. Indeed, as the Coope-
rative Republic of Guyana, the country with the second-lowest per capita income in the
Western Hemisphere, braces itself for an unprecedented 29 % rise in GDP during 2019,
the country seeks to cement existing development partnerships and to bring together
stakeholders from all productive sectors in the endeavour to obtain the maximum be-
nefits from its emerging oil and gas industry. The present essay will discuss the current
situation of the Guyanese economy and the trends that could be expected as commer-
cial exploitation of offshore oilfields unfolds its vast potential. The author will make
the argument for a balanced approach in building Guyana’s oil and gas industry taking
into account both energy production and environmental protection, and will highlight
the need for the country to leverage the new source of wealth with traditional strengths
in agriculture. Recent experiences in the bilateral relationship with Mexico concerning
technical cooperation and economic diplomacy provide the empirical lessons learned
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regarding joint efforts to make a contribution to the present needs and to effect the
broad economic transformation that Guyana will have the coveted opportunity for put
in place in the next decade.

1. A land where vast opportunity coexists with limited economic progress.

Among English- and Dutch-speaking countries in the Greater Caribbean, Gu-
yana ranks first in terms of landmass, third in terms of population, and has the sixth
largest economy in terms of nominal GDP, but the country has been stuck for deca-
des at the very bottom of that group of nations in terms of Per Capita Income. As of
2018, the only country in the Americas that lags behind Guyana in terms of Per Capita
Income is poverty-ridden Haiti.

The undeniable disparity between the significant potential for development in
Guyana on the basis of the country’s natural resources and the actual performance of the
economy along many decades has widened the gap in terms of income and standards
of living between Guyana and its better-off neighbours in the Caribbean.

The trifecta of a commodities boom, international tourism, and renewed dyna-
mism of financial activities that lasted from 2002 until 2015 greatly propelled economic
growth across the Greater Caribbean. The best performers, such as Barbados and Tri-
nidad and Tobago, saw unprecedented growth of GDP (according to estimates by the
World Bank, Per Capita Income in Barbados reached USD 16,129 in 2015, while the
sustained spike of oil prices led to the trebling of Trinidad and Tobago’s Per Capita
Income, as it went from USD 7,049 in 2002 to USD 20,081 in 2014)".

Table 1. An economic picture of the pre-oil era in Guyana.

Land Area 214,970 km2

Population 773,303 inhabitants (2017)

GDP USD 3.11 billion (2015)

Per Capita Income USD 4,030 (2015)

Leading sectors of Agriculture, Fisheries and Forestry (16%), Mining and

Guyana’'s GDP Quarrying (13%), Wholesale and Retail Trade (12%),
Manufacturing (6%)

Sources: United Nations Department of Economic and Social Affairs (2017); World Bank
Group (2018b); Private Sector Commission (2017); CARICOM (2005).

Guyana only marginally benefited from the bout of regional prosperity, achie-
ving a Per Capita Income of USD 4,030 in 2014. However, as the Guyanese economy
relies on a relatively diversified portfolio of sources of hard currency (mining, agri-
culture, remittances, and fisheries), the country has sustained less damage than other
Caribbean nations from the Perfect Storm (the confluence of tighter international res-
trictions to financial services, lower prices for commodities, tourism markets volatility,
and large foreign currency-denominated debt) that has been pounding the region since
20142 .

While the loss of economic momentum across the Greater Caribbean since
2015 has prompted a number of countries to enact economic reforms and to secure
the help from the International Monetary Fund (Barbados, Jamaica, and Suriname are
cases in point®), Guyana has been facing the need to better adapt to shifting econo-

IWorld Bank Group (2018b).
2Sierra Medel (2017).
3Inter-American Development Bank (2018).
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mic prospects not because of a deterioration, but rather in view of new avenues of
development made possible by the first oil discovery announced in May 2015 and the
subsequent offshore finds that point to large recoverable reserves of oil and gas.

2. Guyana’s oil and gas game changer.

In May 2015, an international joint venture led by ExxonMobil announced that
a test well in deep waters offshore Guyana had reached a vast reservoir of commercially
recoverable oil.

The initial projections put estimated projections close to 120,000 barrels per
day at the Liza-1 oil rig located within the Stabroek block. By itself, the news pointed
to an inflexion point to hitherto energy-starved Guyana, whose needs are served by
the import of 15,000 barrels of oil products per day* . The mere prospects of a steady
domestic supply of fuel for power generation heralds new times for the country with
the highest electricity prices in the region.

From 2015 to 2018, new developments have piled-up and first oil is on its way
to becoming a game changer for Guyana. A first highly favourable factor is the rapid
maturity of the Liza-1 production site, which is expected to begin delivering oil and
gas production as soon as the first quarter of 2020° .

A second relevant feature of the first find has to do with the high quality of
Guyanese oil, which thus can find its way to lucrative markets. But perhaps it is the
third factor in the roadmap toward first oil in Guyana that augurs sustained prosperity in
the industry: the vast magnitude of recoverable reserves. Since 2015, ExxonMobil has
made a total of ten discoveries: the Liza-1, Liza-2 (Liza Deep), Payara, Snoek, Turbot,
Ranger, Pacora, Longtail, Hemmerhead and Pluma test wells. Current estimates put
potential reserves above 5 billion barrels of oil for the Stabroek block alone, which
makes Guyana one of the top five oil powerhouses in the Western Hemisphere and
could lead to a production of 750,000 barrels per day®.

Table 2. The emerging oil and gas sector in Guyana.

First oil find Liza-1 (May 2015)

Total finds offshore 10 (May 2015-December 2018)
Expected start of 2020

commercial extraction

Estimated oil reserves 5 billion barrels of oil (December 2018)
Estimated daily production | 120,000 barrels per day

in 2020

Estimated daily production | 750,000 barrels per day

in 2025

Expected GDP growth in 29%

2019

Sources: ExxonMobil (2018), Stabroek News (2018a, 2018c); Kaieteur News, World Bank
Group (2018a).

4Guyana Energy Agency (2016).
SExxonMobil (2018).
0Stabroek News (2018a).
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The succession of lucrative finds in several areas of the Stabroek block prom-
pted oil companies with concessions in the adjacent Orinduik block to scale-up explo-
ration activities. As a result, in September 2018, it was announced that commercially
recoverable oil reserves in the Orinduik block may be close to 2.9 billion barrels of
oil’.

While the concession over the Stabroek block that is expected to deliver first
oil in Guyana was allocated to the consortium led by ExxonMobil, many international
companies in the energy sector are showing interest in Guyana.

As of 2018, the list of major oil companies that hold rights to develop oil
resources of maritime blocks includes Total, Tullow Qil, and EcoAtlantic (Orinduik
block); Repsol and Tullow Oil (Kanuku block); Anadarko (Roraima block); Ratio Oil
(Kaieteur block); Esso, MidAtlantic and JHI (Canje block); and CGX (Demerara and
Corentyne blocks)®.

3. Knowledge-sharing between Mexico and Guyana in engineering exper-
tise and environmental enforcement in the oil and gas industry.

International experiences suggest that, for Guyana to be able to secure the
maximum benefits from its newly discovered energy resources, the country needs to
bridge a significant gap in terms of national institutions, domestic capacities and hu-
man capital. On the road towards first oil, is the activation of bilateral and multilateral
partnerships in order to foster knowledge-sharing and capacity-building in strategic
areas concerning oil and gas.

Mexico’s background as a leading producer of oil and gas encompassing more
than a century of both inland and offshore oil exploitation makes the country a poten-
tial development partner for Guyana® . Willing to address the opportunities of demand-
driven and results-oriented technical cooperation, the Mexican Agency for Internatio-
nal Development Cooperation (AMEXCID) facilitated the institutional dialogue that
made it possible for the Mexican Institute for Petroleum (IMP) to become the first in-
ternational partner to sign a Memorandum of Understanding with the Government of
Guyana'® . In March 2017, the IMP and the Ministry of Natural Resources started the
execution of an MOU focused on three white papers: an energy production/energy con-
sumption matrix; a catalogue of international best practices in oil and gas regulation:
and a human resources strategy'! .

Since the IMP broke new ground to enter an MOU with Guyana, two other
international partners have formalised MOUs with the country: Trinidad and Tobago
in September 2018'? , and the Canadian province of Newfoundland and Labrador in
October 2018'3.

While the collaboration with the IMP is aimed at fostering engineering capa-
cities, the holistic enhancement of Guyanese institutions requires a parallel pillar of
technical cooperation to address environmental enforcement and regulation of the oil
and gas industry. In October 2018, the Mexican Agency for Safety, Energy, and the En-
vironment (ASEA) conducted a first training workshop with the participation of more

7Guyana Times (2018a).
8Stabroek News (2018¢).
9ProMéxico (2017).
10petroleum World (2017).
"'Guyana Times (2018b).

12The Trinidad Guardian (2018).
13petroleum World (2018).
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than a dozen agencies of the Guyanese government'* . The Environmental Protection
Agency (EPA) has taken the lead in the bilateral partnership with ASEA in order to
jumpstart the in-premises training in ASEA’s headquarters and on oil rigs in the Gulf
of Mexico for Guyanese officials. This project has attracted financial support from both
the Inter-American Development Bank and AMEXCID '3

Table 3. The two-pronged Mexico-Guyana collaboration in capacity-building
for the emerging oil and gas sector.

Pillar 1: Policy assessment and Pillar 2: Environmental inspection and
engineering solutions enforcement

Partners: IMP and Ministry of Natural Partners: ASEA and Guyana’s

Resources-Department of Energy Environmental Protection Agency

Timeline: 2016 - 2018 Timeline: October-December 2018
Deliverables: Three White Papers and Deliverables: Training of Guyanese experts
training of Guyanese officials from various agencies and internship in

Mexico focused on needs assessment and
practical skills

Sources: ProMéxico (2017); Petroleum World (2017); Stabroek News (2018b, 2018d).

4. The Mexican-Guyanese experience in fostering trade facilitation in agri-
culture.

While the commercial exploitation of oil and gas holds vast promise for Gu-
yana, the first finds in 2015 coincided in time with the announcement from one of the
most important clients for Guyanese rice putting an end to bilateral deals that in prior
years had allowed Guyana to export close to 37,000 tons of grain. As the national pro-
duction in 2016 was expected to be nearly 534,000 tons of rice'® , the country faced
the need to develop new markets for a cash crop that over the years has proved to be a
steady foreign-currency earner and a significant source of jobs.

In October 2015, the Government of Guyana approached the Mexican govern-
ment in order to promote the commercialization of Guyanese grain!” . Since there were
no precedents of the food product having ever been exported to Mexico, the need arose
for a comprehensive strategy of economic diplomacy to be put in place by the Mexican
authorities in order to address the Guyanese request.

As trade facilitation has long been considered an integral part of the modern
practice of international development cooperation, specific actions in the field of eco-
nomic diplomacy should be put in place following the same criteria as those executed
in the field of technical cooperation, namely, the initiatives should be demand-driven,
country-appropriate, and results-oriented.

The first major barrier facing exporters of food products vying to enter a new
market is the need to clear phyto-sanitary requirements and inspections. Given that no
Guyanese grain had ever been exported to Mexico, rice producers had to be educated

14Stabroek News (2018d).
15Stabroek News (2018b).

16private Sector Commission (2017).
17Guyana Times (2015).
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regarding the legal procedures set by the country’s plant health inspectorate, SENA-
SICA. The initial analysis of Guyanese grain were submitted to SENASICA early in
2016, but the final Requirements Sheet was issued in the first quarter of 20173,

A second hurdle that can be even more time-consuming than plant health pro-
cedures and usually requires significant expenditure is the task of finding reputable
clients who would become pathfinders in the endeavour to bring food products from a
novel market and find competitive and practicable solutions in the area of logistics.

Since the international travel costs of business match-making endeavours can
be prohibitive for individual producers, the Embassy of Mexico held information works-
hops in rice-producing regions ' and teamed-up with the Guyana Rice Development
Board in order to organize the first-ever business mission to Mexico, which in March
2017 participated at the largest Supermarket Trade Fair in Latin America, Expo AN-
TAD in Guadalajara®. In order to facilitate translation services and information kits
to address the concerns of potential buyers, the Embassy obtained a voluntary liaison
from the economics department of the local university.

The economic diplomacy efforts put in place to facilitate the commerciali-
sation of Guyanese grain began delivering results by the end of the second quarter of
2017, and the first shipment of 17,000 tons of paddy was sent to Mexico in July 2017%!.

The activation of grain imports from Guyana included a time-sensitive factor,
as the Mexican government set a 150,000 tons duty free quota for rice and paddy that
was to be implemented on a first-come, first served basis from March to December
201772,

Taking into account that trade in commodities and food products closely tracks
competitive prices and opportunities of arbitrage, the introduction of temporary import-
tax concessions (which Mexican authorities made available for all rice producing coun-
tries on an equal-footing basis) became a relevant element of trade facilitation efforts
and ultimately played an important role in securing the inking of contracts between
Guyanese producers and Mexican companies.

According to official data from the customs bureau, from July 2017 to July
2018, Guyanese exporters shipped more than 201,500 tons of paddy to Mexico? ,
which made Mexico the world’s largest destination for Guyana’s grain.

Trade facilitation mechanisms proved instrumental, especially the decision an-
nounced by the Mexican authorities in December 2017 to set new duty-free quotas for
the years 2018 and 2019, which amounted to 150,000 tons of rice products for each
year 24,

18Stabroek News (2017).

19Stabroek News (2016).

20K aieteur News (2017).

21 Guyana Chronicle (2017).

22Djarjo Oficial de la Federacion (2017b).
BSIAVI (2018).

24Diario Oficial de la Federacion (2017a).
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Table 4. The Mexico-Guyana experience in economic diplomacy and technical
assistance to facilitate trade in rice products 2015-2018.

Year Action

2015 - Prime Minister Moses Nagamootoo and Minister of Governance visit
Mexico to encourage rice importers to purchase Guyanese grain

2016 - Phytd-sanitary procedures with Mexican inspectorate SENASICA
- SENASICA issued Draft Requirements Sheet for Guyanese paddy
- Trade-promotion seminars with rice producers

2017 - SENASICA issued final version of Requirements Sheet

- Duty-free quota for rice products in 2017 gazetted in Diario Oficial

- First-ever Guyanese business mission to Expo ANTAD in Guadalajara
- First paddy shipment sent to Mexico

- Duty-free quota for rice products in 2018 and 2019 gazetted

2018 - Second Guyanese business mission to Expo ANTAD in Guadalajara
- Exports of paddy from July 2017 to July 2018 reach 201,500 tons

Sources: Guyana Times (2015); Stabroek News (2016, 2017); Kaieteur News (2017); Diario
Oficial de la Federacion (2017a, 2017b); SIAVI (2018).

5. Conclusions: A pressing challenge to turn potential into development
achievement.

As Guyana’s recent oil discoveries are expected to start bringing vast reve-
nues from the year 2020 onwards, the country could well be on the verge of entering an
era of economic expansion and sustained development. Given that the commercial ex-
ploitation of Guyanese oilfields will be based on Production-Sharing Agreements with
major international oil companies, the country will not need to raise any government
debt to finance the huge investment required by offshore projects. Thus, every extra
dollar from the energy sector will mean an actual increment to the national income and
contribute to effect a change for the benefit of the country and to the welfare of the
Guyanese people.

The road ahead for Guyana, however, is not exempt of significant challenges.
A potential issue that elicits justified concerns relates to the hitherto untested absorption
capacity of the Guyanese economy and the need to put in place expedient solutions to
address current and emerging infrastructure bottlenecks while the energy industry ex-
pands rapidly. The amount of direct investment already committed by the international
oil companies to develop the Liza-1 project, in excess of USD 4.4 billion dollars® ,
is vastly greater than Guyana’s Annual GDP of USD 3 billion dollars. Regardless of
the corporate capacities of oil multinationals in managing such a big project, the sheer
magnitude of the mobilisation of financial, material, and technical resources will have
a profound impact on the Guyanese economy as a whole.

The most immediate effect of the massive flow of foreign direct investment
will be seen in nominal growth across the economy. The World Bank has pointed to
an unprecedented 29 % increase in GDP during 2019, as Guyana prepares for the com-
mercial extraction of first oil in 20202,

As more test wells move into the production phase, the economic spike can be
expected to last for a decade.

Houston Chronicle (2017).
26 World Bank Group (2018a).
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Few would expect that, left to act on its own, the invisible hand of markets
will prove capable to harness the accelerated economic expansion in order to build a
path of sustainable development for Guyana. Indeed, a partnership of free enterprise
(both foreign and locally-owned) with the very visible hand of public policy holds
the most promise. Thus, a comprehensive strategy aimed at unlocking Guyana’s vast
potential requires focused capacity-building efforts in the emerging energy sector and
the parallel mobilisation of resources to foster investment and job creation in the sectors
that have traditionally been the bulwark of the country’s economy, such as agriculture
and forestry.

On the basis of the results delivered by the partnership with Mexico in techni-
cal cooperation and economic diplomacy, International Development Cooperation has
proved capable of providing useful tools for capacity-building and international trade
promotion. As both tasks grow increasingly more complex in the coming years due
to an unprecedented rate of economic expansion, development partners should keep in
mind that a constant evolution of existing partnerships will be needed in order to make
an effective contribution to transformational change in Guyana.
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