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Main Highlights  
• The project cost is estimated at US$1.1 billion or GY$236.5 billion. 
• The pipeline infrastructure will be financed by ExxonMobil which is estimated at US$900 million. 
• There are several financing options that can be pursued to finance the project.  
• In this analysis, the case was made out that the project can be financed through a project financing 

model wherein a SPV can be established. In this manner, Government can opt to hold 10% equity 
and the remainder can be financed through equity and debt instruments from a consortium of 
private investors and the local, regional or international capital market.  

• This financing structure will minimize the financing risk on the part of the Government and will 
have virtually zero impact on the growth of public debt.  

• From the investment appraisals conducted, it was shown that the project can have a positive NPV 
and can be recovered within 10 years.  

• Given the country’s development trajectory with massive infrastructural projects and the objective 
to reduce energy cost by 50% or more, energy demand forecast in scenarios two and three took 
these factors into consideration. As such, the gas-to-shore project is estimated to be 
operationalized by the end of 2023.  

• Energy demand forecast in a moderate scenario can reach just over 1.5 million megawatts of 
power by the end of the decade and in the higher scenario of 15% annual growth can reach over 
2.6 million megawatts of power annually by the end of the decade.  

• Energy demand is expected to be driven by heavy industrial and commercial activities owing to 
lower energy cost as well as increase in the number of households (50,000 – 60,000 new 
households).  

• Public and private investments can potentially increase by more than 50% annually and can 
effectively translate to the creation of more than 100,000 jobs and tremendous growth in 
entrepreneurship opportunities during this period. In this regard, unemployment is currently 
estimated to be more than 25% or 125,000 persons of the total labour force. This number can be 
reduced to the lower single digits – around 3 – 5% over the next five years and/or by the end of 
the decade.  

• The implementation of the gas to shore project which will become a major part of Guyana’s 
energy mix can result in more than 50% savings on fuel imports which is currently over US$500 
million, thereby saving about US$250 million in fuel imports annually. Savings in the country’s 
import bill and stronger growth in exports as a result of enhanced national competitiveness 
attributed to lower energy cost. This can ultimately translate to the country enjoying a trade 
balance surplus from a deficit position as it has always been.  

• A trade balance surplus is a signal of stronger macroeconomic stability and a strong and stable 
domestic currency.  

• Guyana can also become a net exporter of energy/natural gas products and by-products 
within the Caribbean.  
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Summary  
 
According ExxonMobil, Liza Phase 1 alone contains 30 – 50 million cubic feet in excess natural gas. This 
in turn can translate to the production of 200 megawatts of power generation, enough to power the 
entire country and can be sustained for more than 15 years. More recently it was reported that ExxonMobil 
can deliver more than 50 million cubic feet of gas per day to shore. The report noted that “around 20% 
of the oil discovered in the Stabroek block is associated with gas, estimated to be in the order of more 
than 9.6 trillion cubic feet”. 
 
For the purpose of this analysis the author’s estimated cost for the gas-to-shore project is US$1.1 billion 
(GY$236.5 billion). In this scenario, it is assumed that Exxon will finance 72% or US$600 – US$800 million 
and the Government finances the remaining 28% or US$300 – US$400 million. The analysis also assumes 
that the natural gas will be used for electricity generation and Liquified Petroleum Gas (LPG) which is 
used within households for cooking.  

• Energy Demand forecast up to 2019 according to GPL’s official demand forecast numbers is just 
under 1 million megawatts of power at an annual growth rate of 5%. Hence, this forecast hinged 
upon organic growth at that time. 

• Given the country’s development trajectory under the current regime with massive infrastructural 
projects and the objective to reduce energy cost by 50% or more, energy demand forecast in 
scenarios two and three took these factors into consideration. As such, the gas-to-shore project 
is estimated to be operationalized by the end of 2023. Therefore, the demand forecast is 
reasonably projected to grow by 10% annually post 2023 and 15% annually post 2023, 
respectively.  

• In scenarios two and three energy demand is expected to be driven by heavy industrial and 
commercial activities owing to lower energy cost as well as increase in the number of households 
(50,000 – 60,000 new households). Lower energy cost will also encourage increased consumption 
at the household level, for example households will move to have more airconditioned units 
installed, other electrical appliances and more modern amenities.  

• In scenario one which is the organic scenario, energy demand is estimated to reach 1.5 million 
megawatts by the end of the decade; in scenario two at 10% annual growth rate, energy demand 
is estimated to reach almost 2 million megawatts of power by the end of the decade; and in 
scenario three, energy demand is estimated to reach over 2.6 million megawatts of power by end 
of 2030.  

• With respect to the financial forecasts, the current average cost per kwh is US$0.25 cents or 
US$250 for one megawatt of power. Therefore, if the objective is to reduce energy cost by 50%, 
the cost per megawatt will be US$125 or US$0.13 cents per kwh.  

• To draw some comparison, the average cost per kwh in the U.S is US$0.10 cents and in Trinidad 
& Tobago, the average cost per kwh is US$0.05 cents.  

• Using US$125 per megawatt for the analysis which represents a 50% reduction in energy cost, 
and assuming that operating cost for the gas-to-shore plant is 40% of revenue. Therefore, in 
scenario one with 1 million megawatts of power plus revenue from LPG for household use – the 
net operating profit will amount to US$87 million. The assumption to derive the revenue from 
LPG takes into consideration the current price for (one) 10 lbs cylinder of LPG which is US$16 
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(GY$3,600) and is likely to be reduced by 50% or to GY$1500. So, with an average household of 
250,000 consuming on average of 12 X 10lbs cylinders of LPG per year (the equivalent that is) will 
result in over US$20 million in revenue.  

• In scenario two, it is estimated that annual energy demand will reach over 1.3 million MWh of 
power – thereby resulting in net operating profit of US$114 million. 

• In scenario three, the estimated annual demand for energy is over 2 million MWh of power – 
thereby resulting in a net operating profit of US$180 million.  

In the investment appraisal, using the net operating cash flows from the financial forecast in scenarios 
two (moderate) and three (best case) – the Net Present Value (NPV) of the initial investment of US$1.1 
billion in using the net cash flows in the moderate scenario is negative (US$47.3 million) over the life of 
the project (25 years). However, In the second investment appraisal scenario which uses the net operating 
cash flow from scenario three the NPV is positive at US$13 million by year ten. More so, considering the 
findings of this analysis as well, there is scope to lower the energy cost by more than 50% which is the 
ultimate objective; while the project can still be profitable even if operating costs is higher at 50%. (Note: 
operating cost is estimated to be 40% all the scenarios for this analysis).   

More importantly, in view of the development trajectory that Guyana is embarking upon over the next 
decade coupled with the emerging oil and gas sector, and of course projects such as the gas-to-shore 
project – drawing from the above illustrations; hereunder mentioned are some of the long-term economic 
benefits that can be derived from these developmental and transformational projects:  

• Lower energy cost can drive a strong industrialized economy and attract more foreign direct 
investments. Currently, energy costs accounts for 40% – 50% of the operating costs for 
manufacturing firms.  

• Therefore, lower energy cost can facilitate greater economies of scale and economies of scope 
for firms and overall national competitiveness.  

• From looking at private investment data over the last ten years, the annual average growth in 
private investment was 39% or by GY$ 22 billion, and averaging GY$116 billion. Hence, 50% 
reduction in energy cost can result in more than 100% annual increase in private investments or 
by more than GY$200 billion. 

• Development projects such as the housing drive targeting 50,000 allocation of house lots which 
is about 10,000 per year: assuming that 5,000 – 10,000 new homes are built in a year at an average 
cost per home $15 million – this can translate to G$75 billion – G$150 billion injections in the 
economy annually in housing development alone.  

• This in turn, will trickle down to increased loans in the banking sector, will also drive demand in 
other sectors such as the construction and hardware suppliers, contractors/ home builders – thus 
the creation of more than 20,000 jobs within the construction sector, contracting, homebuilders, 
banking and tourism.  

• Over the next five – ten years the estimated total public and private investment in major 
infrastructure and developmental projects can amount to GY$7.2 trillion or an average of GY$719 
billion annually in public and private investments.  

• The current average total public and private investments from looking at the trend over the last 
ten years was approximately GY$345 billion annually. With Guyana’s development trajectory, this 
sum can increase annually by 52% or by GY$345 billion over the next decade. 

• Post recovery period for Liza 1, oil revenues can reach over GY$100 billion annually.  
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• Public and private investments can potentially increase by more than 50% annually and can 
effectively translate to the creation of more than 100,000 jobs and tremendous growth in 
entrepreneurship opportunities during this period. In this regard, unemployment is currently 
estimated to be more than 25% or 125,000 persons of the total labour force. This number can be 
reduced to the lower single digits – around 3 – 5% over the next five years and/or by the end of 
the decade.  

• The implementation of the gas to shore project which will become a major part of Guyana’s 
energy mix can result in more than 50% savings on fuel imports which is currently over US$500 
million, thereby saving about US$250 million in fuel imports annually.  

• Savings in the country’s import bill and stronger growth in exports as a result of enhanced national 
competitiveness attributed to lower energy cost.  

• This can ultimately translate to the country enjoying a trade balance surplus from a deficit position 
as it has always been. A trade balance surplus is a signal of stronger macroeconomic stability and 
a strong and stable domestic currency.  

• Guyana can also become a net exporter of energy/natural gas products and by-products within 
the Caribbean. 

Guyana is well positioned to lead a massive regional integration drive given the development trajectory 
the country is embarking upon. This is the important context within which the analyses conducted herein 
is premised regarding the gas-to-shore project. Proponents who are of the view that the project is not 
economically and financially feasible – ignored this fundamental context and many other important 
variables.  

Several scenarios and estimates were used in the analysis to determine whether the project is deemed 
meritorious in terms of its economic viability. To this end, the findings of the analysis indicated that the 
project can achieve its objective of reducing energy cost by 50% or more while remaining a profitable 
venture, and the initial investment cost can be recovered within a period four to seven years.  

Guyana’s development has been stymied for more than ten years owing to its peculiar development 
challenges as described in this paper. The time has now come for all of Guyana and its people to embrace 
the development path the country is embarking upon and support the policymakers to achieve these 
goals. As was shown in these contextual analyses, the development projects being pursued were not 
conceptualized haphazardly or through an overnight exercise. Logically, the country’s development can 
only move now in one direction and that is more in-land and towards the South. For too long Guyana 
has been an underdeveloped country and it would be good for everyone to embrace this strategy and 
contribute their skills and expertise in finding solutions to advance this very ambitious, relevant and much 
needed development path for the country.   

Methodology and Limitation  
 

The analysis contained herein draws from secondary data sources that are publicly available. These 
include press releases regarding some of the technical details on the gas to shore project as well as 
estimates on cost, and the Guyana Power and Light Development and Expansion Project 2012 – 2016 
from which data was derived on demand forecasts for electricity.  
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 In addition, other information and empirical literature by reputable organizations that are publicly 
available were evaluated by the author to create scenarios wherein a few scenario analyses were 
conducted – together with some degree of extrapolatory forecasting techniques.  
More importantly, the analysis conducted takes into consideration Guyana’s historic development context 
as well as Guyana’s development trajectory within the framework of Guyana’s national development 
strategy and the Government’s ambitious development plans contained in its five-years manifesto. Thus, 
the thematic scope of the paper can be described as a contextual financial and economic analysis of the 
gas-to-shore project. 
 
The limitation of the analysis largely surrounds the absence of specific technical details and information 
on costing. These details, however, are currently being worked out by the Government of Guyana. In this 
regard, a gas-to-shore task force was put together that is dealing with the implementation of the project. 
This includes the negotiations with ExxonMobil, evaluation of feasibility studies and financing models of 
the project. It is expected that upon the completion of the work of the task force, the details and the 
relevant official studies will be released to the public at the appropriate time.  
 
The analysis did not consider the project, environmental and other risks associated with the project owing 
to the lack of/unavailability of public information on same.  
 
In the meanwhile, this analysis is intended to bridge this gap and to inform stakeholders – more 
importantly the citizenry of Guyana about the broader potential economic benefits of the project. In 
doing so, despite the limitations described above, there is sufficient information within the public domain 
and on Guyana’s development outlook for analysts to perform reasonable pragmatic analyses. This in 
turn, can then serve to answer some of the burning questions within the sphere of the citizenry and all 
the other interested stakeholders or at least put things into a broader perspective.  
 
At some point, the author intends to update this analysis as more information becomes available.  

Natural Gas 
 

Natural gas is defined as gas obtained from a natural underground reservoir. It generally contains a large 
quantity of methane along with heavier hydrocarbons such as ethane, propane, isobutane and normal 
butane. In the raw state, it also contains considerable amounts of non-hydrocarbons, such as nitrogen, 
hydrogen suiphide and carbon dioxide.  
 
Natural gas is generally used for electric power generation for residential, industrial and commercial use. 
It is also used as cooking and heating fuel.  
 
Of the three fossil fuels used for electric power generation (coal, oil and natural gas), natural gas emits 
the least carbon dioxide per unit of energy produced. It emits 30% less carbon dioxide than burning oil 
and 45% less carbon dioxide than burning coal. Burning natural gas also releases lower amounts of 
nitrogen oxides, sulfur dioxide, particulates and mercury when compared to coal. There are several other 
uses of natural gas in the production of raw materials, for example in manufacturing processes.  
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Natural gas potential in the Caribbean  
 

Citing an Inter-American Development Bank (IDB) study on ten selected countries in the Caribbean 
(Guyana included), 74 % of energy demand is met by oil products. The study titled “unveiling natural gas 
opportunities in the Caribbean”, concluded that the selected countries can develop a gas market by 
importing Liquified Natural Gas (LNG) or through pipelines. Notably, this study was done in April, 2019, 
well before Guyana’s natural gas potential was known.  
 
It therefore means that this recommendation can be reversed – that is, instead of the selected countries 
forming a gas market to import LNG from the U.S; Guyana, Suriname, and Trinidad & Tobago can form a 
regional gas market to export LNG within the Caribbean market. This would certainly be a worthwhile 
study to now explore given the turn in events.  The study further concluded that the supply options for 
gas pipelines and LNG are complementary and do not substitute each other. Nevertheless, LNG is likely 
to be the preferred technology since the results point it as the cheapest technical option to deliver natural 
gas to the Caribbean. Furthermore, the IDB study noted that LNG is a more mature technology that is 
technically feasible for all nearly all countries (IDB, 2019).   
 
The LNG market may be developed under at least three alternatives that involve individual projects and 
regional integration. Individual and regional integration projects are the most feasible in the short and 
medium term. A natural gas market organized by a distribution hub would allow the maximum number 
of countries to buy LNG at the lowest price possible. The array would maximize the environmental 
benefits and reduction in electricity prices for all countries. Moreover, a distribution hub would likely lead 
to the lowest natural gas prices for all off takers. Aligning off takers incentives might help coordinate 
timing and contract for natural gas supply, although these steps will still be difficult (IDB, 2019).  
-------------------------- 
https://www.uniongas.com/about-us/about-natural-gas 
https://geology.com/articles/natural-gas-uses/ 
https://publications.iadb.org/publications/english/document/Unveiling_the_Natural_Gas_Opportunity_in_the_Caribbean_en_en.
pdf 

Guyana’s Natural Gas Potential  
 

According to ExxonMobil public announcements, Liza Phase 1 alone contains 30 – 50 million cubic feet 
in excess natural gas. More recently it was reported that ExxonMobil can deliver more than 50 million 
cubic feet of gas per day to shore. The report noted that “around 20% of the oil discovered in the Stabroek 
block is associated with gas, estimated to be in the order of more than 9.6 trillion cubic feet”. 
 

Financial Analysis  
 

For the purpose of this analysis the author’s estimated cost for the gas-to-shore project US$1.1 billion. 
The analysis also assumes that the natural gas can be used for electricity generation and Liquified 
Petroleum Gas (LPG) which is used in households for cooking as another revenue stream.  

https://www.uniongas.com/about-us/about-natural-gas
https://geology.com/articles/natural-gas-uses/
https://publications.iadb.org/publications/english/document/Unveiling_the_Natural_Gas_Opportunity_in_the_Caribbean_en_en.pdf
https://publications.iadb.org/publications/english/document/Unveiling_the_Natural_Gas_Opportunity_in_the_Caribbean_en_en.pdf
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Financial Forecasts 
Scenario 1  USD$ Millions 

Estimated Revenue from Electricity generation (1 million MW/annually)        125,000  

Estimated Revenue from LNG/LPG                       20,000  
Total Estimated Revenue                    145,000  
Operating Cost (40%)                    (58,000) 
Operating profit/net cash flows                       

87,000  

Source: Author 
 

Scenario 2 USD$ Millions 

150 MW/Annual output = 1314000 MW X US125 (Electricity generation)                    
164,250  

Estimated Revenue from LNG/LPG                      
26,000  

Total Estimated Revenue                     
190,250  

Operating Cost (40%)                    
(76,100) 

Net Operating Profit                    
114,150  

Source: Author 
 

Scenario 3 USD$ Millions 

Revenue: Electricity Generation 250 MW/Annual output = 2190000                    273,750  

Estimated Revenue from LNG/LPG                       26,000  

Total Estimated Revenue                    299,750  

Operating Cost (40%)                  (119,900) 

Net Operating Profit                    179,850  

Source: Author 
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Energy Demand Forecasts 
 

Scenario 1           
Year 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 
Estimated 
Growth (%) 5 5 5 5 5 5 5 5 5 5 

Gross Energy 
(MWH) 

     
961,70

0  

     
1,009,78

5  

     
1,060,27

4  

      
1,113,28

8  

        
1,168,95

2  

    
1,227,40

0  

      
1,288,77

0  

      
1,353,20

8  

      
1,420,86

9  

     
1,491,91

2  
Scenario 2                     
Year 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 
Estimated 
Growth (%)   5 5 10 10 10 10 10 10 10 

Gross Energy 
(MWH) 

     
943,38

2  
         

971,684  

     
1,000,83

4  

      
1,100,91

7  

        
1,211,00

9  

    
1,332,11

0  

      
1,465,32

1  

      
1,611,85

3  

      
1,773,03

8  

     
1,950,34

2  
Scenario 3                     
Year 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 
Estimated 
Growth (%)   5 5 15 15 15 15 15 15 15 

Gross Energy 
(MWH) 

     
943,38

2  
         

971,684  

     
1,000,83

4  

      
1,150,95

9  

        
1,323,60

3  

    
1,522,14

3  

      
1,750,46

5  

      
2,013,03

5  

      
2,314,99

0  

     
2,662,23

8  

Source: Author, extrapolated from GPL’s Development and expansion programme, 2012-2016. 
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Investment Appraisal 
Scenario 1 (Moderate) 

 
 

Scenario 2 (Best Case) 

 
Source: Author 

In the investment appraisal, using the net operating cash flows from the financial forecast in scenarios 
two (moderate) and three (best case) – the Net Present Value (NPV) of the initial investment of US$1.1 
billion in using the net cash flows in the moderate scenario is negative (US$47.3 million) over the life of 
the project (25 years). However, In the second investment appraisal scenario which uses the net operating 
cash flow from scenario three the NPV is positive at US$13 million by year ten.  
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Key Underlying financial Assumptions  
 

• The Estimated investment cost for the gas-to-shore project for the purpose of this analysis is 
US$1.1 billion; 

• Energy Demand forecast up to 2019 according to GPL’s official demand forecast numbers is just 
under 1 million megawatts of power at an annual growth rate of 5%. Hence, this forecast hinged 
upon organic growth at that time. 

• Given the country’s development trajectory under the current regime with massive infrastructural 
projects and the objective to reduce energy cost by 50% or more, energy demand forecast in 
scenarios two and three took these factors into consideration. As such, the gas-to-shore project 
is estimated to be operationalized by the end of 2023. Therefore, the demand forecast is 
reasonably projected to grow by 10% annually post 2023 in scenario two and 15% annually post 
2023 in scenario three.  

• In scenario one which is the organic scenario, energy demand is estimated to reach 1.5 million 
megawatts by the end of the decade; in scenario two at 10% annual growth rate, energy demand 
is estimated to reach almost 2 million megawatts of power by the end of the decade; and in 
scenario three, energy demand is estimated to reach over 2.6 million megawatts of power by end 
of 2030.  

• In the above scenarios, energy demand is expected to be driven by heavy industrial and 
commercial activities owing to lower energy cost as well as increase in the number of households 
(50,000 – 60,000 new households). Lower energy cost will also encourage increased consumption 
at the household level, for example households will move to have more airconditioned units 
installed and other electrical appliances and more modern amenities.  

• With respect to the financial forecasts, the current average cost per kwh is US$0.25 cents or 
US$250 for one megawatt of power (Note: Residential rate is approximately US$0.35 cents, 
Residential – US$0.19 – US$0.23, Commercial – US$0.27 - US0.28 cents). Therefore, if the objective 
is to reduce energy cost by 50%, the cost per megawatt will be US$125 or US$0.13 cents per kwh. 
To draw some comparison, the average cost per kwh in the U.S is US$0.10 cents and in Trinidad 
& Tobago, the average cost per kwh is US$0.05 cents.  

• Using US$125 per megawatt for the analysis which represents a 50% reduction in energy cost, 
and assuming that operating cost for the gas-to-shore plant is 40% of revenue. Therefore, in 
scenario one with 1 million megawatts of power plus revenue from LPG for household use – the 
net operating profit will amount to US$87 million. The assumption to derive the revenue from 
LPG takes into consideration the current price for a 10 lbs cylinder of LPG which is US$16 
(GY$3,600) and is likely to be reduced by 50% or to GY$1500. So, with an average household of 
250,000 consuming on average of 12 X 10lbs cylinders of LPG per year (the equivalent that is).  

• In scenario two, it is estimated that annual energy demand will reach over 1.3 million MWh of 
power – thereby resulting in net operating profit of US$114 million. 

• In scenario three, the estimated annual demand for energy is over 2 million MWh of power – 
thereby resulting in a net operating profit of US$180 million.  

Given the findings of this analysis as well, there is scope to lower the energy cost by more than 50% which 
is the ultimate objective; while the project can still be profitable even if operating costs is higher at 50%. 
(Note: operating cost is estimated to be 40% all the scenarios for this analysis).   



 

Page | 11  

 

Financing Option  
 

In the absence of the actual investment cost for the project, the analysis assumes that the investment 
cost to bring gas-to-shore is US$1.1 billion. It is also assumed that ExxonMobil and its partners will be 
financing the gas pipe infrastructure which is about 82% of the total cost and the Government finances 
the remaining 18%. This does not mean, however, that the Government would have to solely finance 18% 
of the cost. The financing model can take many forms aimed at reducing the financing risks by pursing 
an optimum financing model. Due to these factors it is easier now to mobilize resources and raise 
financing from a variety of sources and instruments than it was 15 years ago when Guyana was not the 
center of global interests as it is now. It is because of these developments, investors’ confidence, both 
local and foreign is at its highest since the last two decades.  
 
As an example, the financing model for the project can very well be one in which there is a Public Private 
Partnership (PPP) model where a consortium of investors can be put together and/or where a publicly 
traded company can be established to attract investors from anywhere in the region, locally, the diaspora 
and even global investors.  Given the nature and the technicalities of the project though, a project 
financing model can be explored wherein a Special Purpose Vehicle (SPV) can be established to raise 
financing for the project. In this arrangement, the Government can retain some amount of equity together 
with financing through other debt and equity instruments from the private sector, foreign investors and 
the local, regional or international capital market. If the Government opt to hold 10% equity, for example, 
and the remaining 8% of the financing can be raised through other instruments from private investors 
and the local capital market, then the Government’s share will only amount to US$20 million or GY$4.1 
billion which will have virtually less than 1% impact on the national debt.  
 
Hence, with the above illustrations – there are a variety of financing models that can be explored to 
finance the project  
 
Guyana’s total public debt in the context of its future development trajectory and the potential 
impact on public debt 

 
Total Public Debt and other Indicators: 2009 – 2018 (GYD$) 

 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 
Total Public 
Debt 

$282B $318B $356B $378B $359B $333B $321B $334B $349B $357B 

Debt-to-GDP 
ratio 

78.43% 77.39 73.62% 66.86% 60.09% 55.71% 55.71% 52.65% 55.08% 60.61% 

Public debt-
to- Gov’t 
revenue 

297.18% 295.35% 294.42% 292.21% 263.01% 228.51% 198.50% 188.43% 179.26% 164.73% 

central Gov’t 
surplus/deficit 

(15.3B) ($13.5B) ($16.7B) ($27.6B) ($27B) ($35B) ($9.3B) ($31.7B) ($33.4B) ($27.3B) 

Source: Bank of Guyana Annual reports 
 

From examining the data above and looking at the trend over a ten years period with respect to Guyana’s 
public debt, Guyana has managed to maintain a debt-to-GDP ratio of less than 70% from 2013 onwards.  
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With regards to the total public debt to total government revenue ratio, this was at a high of 297% in 
2009 which reduced to less than 250% in 2014 reaching a low of 165% by the end of 2018.  
 
The average ratio for the period is 240% which is well below the international threshold of 250% 
according to the International Monetary Fund (IMF). By international standard as well, debt-to-GDP ratio 
of 60 – 70% is relatively sustainable. Further, a perusal of the 2020 third quarter Bank of Guyana Report 
showed that the total public debt service ratio relative to government revenue is just about 30% and this 
level has been maintained, evidently over the last ten years or so.  
 
Additionally, one would observe that from looking at the growth rate of public debt over the last ten 
years, the average annual growth rate of public debt is about 2.7% or less than 3%. The reason for this is 
simple. Government revenue is currently over $200 billion which means that 30% of this which is about 
$60 billion, goes towards public debt service annually. Taking this into perspective together with the 
budget deficit, from the data in the table above one would observe that the average budget deficit is less 
than $30 billion, which is typically financed by borrowing. Now what this means is that if the average 
annual debt service is $60 billion and the budget deficit is $30 billion, then the government is simply 
borrowing back just half the sum of the funds repaid in debt service annually, which explains why the 
average annual growth rate in public debt is less than 3%. This is practically no different from how an 
individual credit card works.  

Potential Economic Benefits / Development Impact 

Major Development Projects (Public & Private) Over the Next Five - Ten Years  
 Value of Proposed 

Investments (G$ Millions)  
 New Bridge across Demerara River                  50,000  
 Housing Drive - 50,000 new homes               750,000  
 Guyana-Suriname Bridge               100,000  
 Guyana-Brazil Road Link               300,000  
 East Coast Bypass Road                  11,000  
 Private Hotel Development               100,000  
 Shorebase facilities               110,000  
 Deepwater Harbour               110,000  
 Gas-to-shore project                  86,000  
 Demerara Bridge - Parika New Road network                  50,000  
 State of the Art Hospital                    2,000  
 4-Lane Highway Gtown to Timehri                    5,000  
 2000 miles of Hinterland Road                  19,000  
 Estimated Public Investments            1,693,000  
 Major Private Investments:   
 Mahaica Ocean front golfclub               300,000  
 Gated Luxury Community - Essequibo               195,000  
 Estimated Increase in Private Investment (200% X 10 Years)            2,000,000  
 FDIs increase by 500% annually (G$300B X 10)            3,000,000  
  

TOTAL   
          

7,188,000 

Source: Author’s estimates 
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Average Annual Public and Private Investment (Major Development Projects)               718,800  

Current Average Public & Private Investment (annually) Private - 81%, Public 19%               (345,000)  

Difference/increase                373,800  
Difference/increase %                         52%  
Estimated Oil Revenue - Post Recovery cost (2024 onwards) could surpass:               258,000  

GY$ Millions:  
 
In light of the development trajectory that Guyana is embarking upon over the next decade coupled with 
the emerging oil and gas sector, and of course projects such as the gas-to-shore project – drawing from 
the above illustrations; hereunder mentioned are some of the long economic benefits that can be derived 
from these developmental and transformational projects:  

• Lower energy cost can drive a strong industrialized economy and attract more foreign direct 
investments. Currently, energy costs accounts for 40% – 50% of the operating costs for 
manufacturing firms.  

• Therefore, lower energy cost can facilitate greater economies of scale and economies of scope 
for firms and overall national competitiveness.  

• From looking at private investment data over the last ten years, the annual average growth in 
private investment was 39% or by GY$ 22 billion, and averaging GY$116 billion. Hence, 50% 
reduction in energy cost can result in more than 100% annual increase in private investments or 
by more than GY$200 billion. 

• Development projects such as the housing drive targeting 50,000 allocation of house lots which 
is about 10,000 per year: assuming that 5,000 – 10,000 new homes are built in a year at an average 
cost per home $15 million – this can translate to G$75 billion – G$150 billion injections in the 
economy annually in housing development alone.  

• This in turn, will trickle down to increased loans in the banking sector, will also drive demand in 
other sectors such as the construction and hardware suppliers, contractors/ home builders – thus 
the creation of more than 20,000 jobs within the construction sector, contracting, homebuilders, 
banking and tourism.  

• Over the next five – ten years the estimated total public and private investment in major 
infrastructure and developmental projects as outlined in the table above, can amount to GY$7.2 
trillion or an average of GY$719 billion annually in public and private investments.  

• The current average total public and private investments from looking at the trend over the last 
ten years was approximately GY$345 billion annually. With Guyana’s development trajectory, this 
sum can increase annually by 52% or by GY$345 billion over the next decade. 

• Post recovery period for Liza 1, oil revenues can reach over GY$100 billion annually.  
• Public and private investments can potentially increase by more than 50% annually and can 

effectively translate to the creation of more than 100,000 jobs and tremendous growth in 
entrepreneurship opportunities during this period. In this regard, unemployment is currently 
estimated to be more than 25% or 125,000 persons of the total labour force. This number can be 
reduced to the lower single digits – around 3 – 5% over the next five years and/or by the end of 
the decade.  
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• The implementation of the gas to shore project which will become a major part of Guyana’s 
energy mix can result in more than 50% savings on fuel imports which is currently over US$500 
million, thereby saving about US$250 million in fuel imports annually.  

• Savings in the country’s import bill and stronger growth in exports as a result of enhanced national 
competitiveness attributed to lower energy cost. This can ultimately translate to the country 
enjoying a trade balance surplus from a deficit position as it has always been. A trade balance 
surplus is a signal of stronger macroeconomic stability and a strong and stable domestic currency.  

• Guyana can also become a net exporter of energy/natural gas products and by-products within 
the Caribbean.  

--------------------------- 
https://oilnow.gy/featured/piping-gas-to-shore-brings-major-benefits-find-the-right-investment-balance-urges-analyst/ 
https://www.kaieteurnewsonline.com/2020/01/01/excess-gas-from-liza-phase-1-can-power-guyana-for-over-15-years-
patterson/ 
https://www.kaieteurnewsonline.com/2020/12/04/usd304m-for-exxon-to-bring-gas-to-
shore/#:~:text=Kaieteur%20News%20%E2%80%93%20According%20to%20a,natural%20gas%20to%20Guyana's%20shores. 
https://oilnow.gy/featured/piping-gas-to-shore-brings-major-benefits-find-the-right-investment-balance-urges-analyst/ 
https://gplinc.com/pl/plc/media/DE-Programme-2012-2016.pdf 
https://www.bankofguyana.org.gy/bog/research-publications/annual-reports 

 

Conclusion  
 

Guyana is well positioned to lead a massive regional integration drive given the development trajectory 
the country is embarking upon. This is the important context within which the analyses conducted herein 
is premised regarding the gas-to-shore project. Proponents who are of the view that the project is not 
economically and financially feasible – ignored this fundamental context and many other important 
variables.  Several scenarios and estimates were used in the analysis to determine whether the project is 
deemed meritorious in terms of its economic viability. To this end, the findings of the analysis indicated 
that the project can achieve its objective of reducing energy cost by 50% or more while remaining a 
profitable venture, and the initial investment cost can be recovered within ten years.  

Guyana’s development has been stymied for more than ten years owing to its peculiar development 
challenges as described in this paper. The time has now come for all of Guyana and its people to embrace 
the development path the country is embarking upon and support the policymakers to achieve these 
goals.  

In view of the foregoing, it can be safely concluded that the gas-to-shore project is deemed to be 
economically and financially viable within the context of Guyana’s development trajectory and economic 
transformation.  

 

https://oilnow.gy/featured/piping-gas-to-shore-brings-major-benefits-find-the-right-investment-balance-urges-analyst/
https://www.kaieteurnewsonline.com/2020/01/01/excess-gas-from-liza-phase-1-can-power-guyana-for-over-15-years-patterson/
https://www.kaieteurnewsonline.com/2020/01/01/excess-gas-from-liza-phase-1-can-power-guyana-for-over-15-years-patterson/
https://www.kaieteurnewsonline.com/2020/12/04/usd304m-for-exxon-to-bring-gas-to-shore/#:~:text=Kaieteur%20News%20%E2%80%93%20According%20to%20a,natural%20gas%20to%20Guyana's%20shores
https://www.kaieteurnewsonline.com/2020/12/04/usd304m-for-exxon-to-bring-gas-to-shore/#:~:text=Kaieteur%20News%20%E2%80%93%20According%20to%20a,natural%20gas%20to%20Guyana's%20shores
https://oilnow.gy/featured/piping-gas-to-shore-brings-major-benefits-find-the-right-investment-balance-urges-analyst/
https://gplinc.com/pl/plc/media/DE-Programme-2012-2016.pdf
https://www.bankofguyana.org.gy/bog/research-publications/annual-reports

