	3RD BIENNIAL INTERNATIONAL CONFERENCE 

ON BUSINESS, BANKING AND FINANCE
	May 27- 29th, 2009



Business Strategies for Growth in a Turbulent Economic Environment
Speech by Mr. Greig Laughlin
Members of the Head Table,
Distinguished guests, Ladies and Gentlemen,

Good afternoon.

It is my pleasure to be a part of this distinguished panel and to express the views of the Trinidad and Tobago Manufacturers’ Association (TTMA) that pertain to business sustainability and growth in T&T during these challenging times. 

When we speak about Business Strategies for growth in the manufacturing sector in a turbulent international economic environment, it is first necessary to couch these strategies in the context of their importance to the development of our region.

While the vitality of the energy and services sectors locally is unquestionable, the manufacturing sector has played a key role in the overall stability of our economy in the past and up to the present. 

For Trinidad and Tobago, the manufacturing sector has been a consistently high contributor to Gross Domestic Product annually (closing in on 10% of GDP at the end of 2008) and a source of employment for many.
In addition, we have also enjoyed positive trade balances with the United States, the United Kingdom, the Dominican Republic and Caricom over the last few years. This sector has been an important source of foreign exchange earnings.
With many of our regional trading partners dependent on Trinidad and Tobago’s manufactured goods for relatively cheaper exports, the responsibility lies with T&T to ensure that it continues to supply the region with output from the sector. In addition, opportunities are being created for the development of export trade for all territories within the region, through the recent signing of the Economic Partnership Agreement and through other bi-lateral negotiations within the Americas. 
On the other hand, the continuing trend of trade liberalization reminds us that there is need to bolster our productive capacity and competitiveness as a region. We ought to enter the new liberalized environment with a determination to build competiveness and stability in our manufacturing sectors, in spite of the prevailing circumstances. This, the TTMA sees as imperative, as we seek to respond aggressively to the inevitable influx of foreign goods and services that liberalization will allow. Being in a position of increased import dependence as a region during the impending decade does not speak well for the future growth of our territories. 

T&T must, along with the other countries of our region which have experienced manufacturing sector growth, play the leadership role and lend essential support to the rest of the region as we seek to advance greater intra-regional trade, which ought to be a natural progression from increased production of manufactured goods in every country. 
Given the T&T manufacturing sector’s notable responsibility to our economy and our region, it is instructive at this point to understand the current status of the sector. 
A Baseline Scenario on the manufacturing sector conducted by an economic consultant on behalf of the TTMA in February 2009 revealed that declines are to be expected in manufacturing value added, employment, productivity and exports over the period 2009-2011 (3 year forecast period).
As far as value added is concerned, average annual falls of nearly 11 percent are expected to occur; output declines will be deep and pervasive across all sectors. 

Manufacturing employment is forecasted to contract by 9 percent over the same period, while productivity, measured as the change in value added per worker employed, is expected to fall at an average annual pace of 8 percent over 2009 -2011. 

In addition, manufactured exports will fall at an average annual rate of 7.8 percent over the forecast period. The decline in manufactured exports is largely concentrated in manufactured goods and miscellaneous manufactures. 

These are not optimistic forecasts. We believe that this negative outlook can and must be combated, by the right combination of sound macroeconomic policies and strategic business decisions. 
Given this background, I now wish to advance the following business strategies, for the survival, sustainability and growth of not only the manufacturing sector, but for all of our nation’s productive enterprises.
Firstly, our businesses ought to engage in strategic planning; there is a need to see beyond the immediacy of the international economic turbulence, and plan based on the identification of as many future scenarios as possible. 

Given that the baseline scenario developed reveals that the crisis can be expected to persist over the next two years, any planning should take into account the expectation of an economic recovery after this period. Such planning will validate the adoption of:

1) Cost cutting strategies in the short term to weather the current storm.

2) Building contingency planning into your organization’s culture.

3) The identification of and expansion into new markets, regionally and internationally.

4) The development of innovative / niche products.
5) Protecting the organization’s core assets.
Reduce costs - As far as cost cutting is concerned, it is critical that firms are able to identify areas of inefficiencies and aim toward taking the requisite strides toward streamlining our operations for optimal production and reduce wastage of time, energy and off course, costs.  Many businesses have already opted to cut staff and institute wage reductions / freezes.
While this is an option, I wish to uphold the view that our businesses have a responsibility to their employees. We recommend, therefore, efforts to derive the right balance between reducing labour costs, increasing productivity and by extension, efficiency. 

Given the international recessionary environment, opportunities are available for obtaining cheaper inputs, and therefore reducing overall production costs. 
Build contingency planning into your organization’s culture – Contingency planning entails the identification of as many as possible future scenarios which an organization may face and an effort to determine what the response to each scenario would be. This is especially relevant during turbulent times; specific “What if” questions must be asked, such as, “What if demand suddenly changes dramatically?” or “What if global events disrupt the supply chain?” or “What if energy prices suddenly increase by 20% in a few days, and 50% in a week or two? How could that affect business? How could it affect an organization’s supply and demand” 
In other words, I urge that manufacturers think outside the box and brainstorm the possibilities and assess the market conditions realistically. The next step is simpler said that done, implementation. Having discussed the opportunities, we must now take action and fully grasp opportunities that are available or untapped.  Turbulence in the economic environment therefore demands that organizations develop greater capacity to react to sudden changes and anticipate future conditions. 

Seek to expand into new markets – While many may fear expanding into new markets at this time, we believe in and support the expansion of trade with our CARICOM counterparts and extra-regional territories. In terms of the extra-regional markets, however, the focus must not be solely on the developed nations, but also on emerging, growing and unsaturated markets. Emerging markets such as the Central America are highly viable and have made significant strides over the last few years.
Investing into trade with other nations is key to being able to acquire the extra dollar required to remain viable during the crisis. This is critical in the case of nations with which trade agreements are forged. Nations of CARICOM must capitalize on the provisions of the Economic Partnership Agreement, such as the funding for projects to bolster competitiveness through up-to-date technologies, research and practices in operations since there is expectation of an increase in competition as a result of the crisis. 

Develop new products; identify niches – As we attempt to source new feasible market options for our businesses to expand, a proper assessment must be done on our product offerings and the destination markets. Questions must be asked of whether there is a demand for the product in this market or is it already saturated. Also, we must examine whether the product can be tailored to the market so that the consumer is able to derive an added value from the product which competitors are unable to provide. A “one size fits all” approach to our products for all markets may not be practical at this time. A focus on advanced research and innovation is vital in ensuring that our product offerings are distinguishable, and therefore posses a competitive edge. Now is the time to thrust toward better and advanced technologies, invest in research and development to benchmark with our competitors especially in developed regions. 

Protecting the organization’s core assets - Businesses must focus on the most critical components of the overall organization. Preserving core human resources to a business is crucial especially in a SME in which the loss of a key employee could lead to the stagnation of the company. The temptation is often to divert attention to the areas which are most hurt in a turbulent economic environment. This temptation should be avoided, because it may lead to insufficient attention being paid to what is most critical to the business. Thus, any reductions / cutbacks should begin by examining the more “peripheral” aspects of the organization, and strategically reducing these areas. Furthermore, if protecting the core means reducing the price of output that is core to the organization to preserve market share, then such action should be taken. 
I would like to stress that the growth of the manufacturing sector at this time, which is contingent upon policy decisions and sound strategies, will play an integral role in the sustainable development of Trinidad and Tobago and the wider Caribbean. 

In closing, I wish to express sincere thanks to the Caribbean Centre for Money and Finance and the University of the West Indies, St. Augustine Campus, for organizing this Conference. Collectively, we have in our midst a powerful voice that has provided for us tools which are essential to our recovery efforts in regional business and banking. Congratulations to the organizers on a job well done. 
Let us all be courageous and hopeful during this period of economic turbulence. It will not last forever; but while it lasts, let us be resolute in our determination to press through the storm together. 
I thank you. 
