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INTRODUCTION

In Trinidad and Tobago (T&T), diversification has been a
prominent part of developmental policies for over fifty (50)
years.

This presentation aims to show that despite popular
perception, there have been various strategies, policies and
plans implemented by the government with diversification
being the ultimate goal.

We recognize that limited diversification has taken place
and attribute this to the various challenges and difficulties
associated with the process.

Diversification can be an elusive process--like “seeking the
holy grail’--which requires dedication and commitment on
the part of the government and private sector.



DIVERSIFICATION : T&T EXPERIENCE

1960s-1970s:
Development plans: 15(1958-1962),2"9(1964-1968) and
34(1969-1973).
‘Industrialization by Invitation’ model: incentives to attract
Investment.
Import substituting industrialization: “negative list”

Institutions: Industrial Development Corporation, proposed
Industrial Development Bank, Hotel Development
Corporation.

1970s: emergence of Assembly type industries
Intensification of government involvement.

Point Lisas Strategy( 1974-1982). Significant state-
ownership in energy based industries, establishment of
downstream plants(ammonia, steel and fertilizer) and the
Point Lisas industrial estate.



DIVERSIFICATION: T&T EXPERIENCE

1980s-1990s:

Negative oil shock: led to deficits and significant
BOP problems(1982-1987).

Discontentment with “industrialization by invitation”.
Plans:

o Imperative of adjustment-Draft Development Plan 1983-
1986(Task Force).

o 7 year plan(1989-1995)-restructuring the economy,

expanding production base, particularly in non-energy
sector.

Late 1980s: Structural adjustment and
liberalization: scaling down of ISI policy.

Divestment of state-owned enterprises.
Return to resource-based industrialization(RBI).



DIVERSIFICATION : T&T EXPERIENCE

2000-Present:
Policies
Incentives
Support institutions
PNM’s Vision 2020: Targeted Seven sectors.

Present: PP government wishes to, “steer the country
towards a diversified and knowledge intensive economy”.

o Energy sector: downstream value added activities,
services and renewable energy.

o Renewing private sector, revitalizing tourism sector,
encouraging innovation, fostering growth of SMEs

Medium Term Framework- 2011-2014



EVALUATING DIVERSIFICATION
EFFORTS

There has been little change to the production structure of the
economy as it continues to be dominated by the energy
sector.

Manufacturing sector: did experience an expansion of
activities into assembly-type production.
It previously accounted for about 10% of GDP in the 1970s and

1990s, however its share has been diminished to around 5% of
GDP.

Agricultural sector: its share has remained relatively small,
accounting for 5% of GDP in the 1970s-80s and declining to
less than 1% of GDP.

Petroleum sector: maintained a considerable share of GDP.
In 1975 it constituted 49.5% of GDP which declined in the 80s
due to unfavorable oll prices and more recently 2005-2011, it
accounts for almost 50% of GDP.



SECTORAL COMPOSITION OF GDP(%)
(SOURCE:CENTRAL BANK ANNUAL ECONOMIC
SURVEY, VARIOUS YEARS)

Sector

Airiculture

Manufacturing

Electricity and water

Construction

Transport ,storage and communication

Distribution

Finance, insurance and real estate

Govt

Other services




GDP BY TYPE OF ACTIVTY

(NON-OIL) TT$mn (CSO)

NON-OIL SECTORS | 1970 | 1975 | 1980 | 1985 | 1990 | 1995 | 2000 | 2005 | 2009
EXPORT AGRI 13 | 20 | 44 | 39 | 37 415 21 275 5
DOMESTIC AGRI 35 925 | 234 | 483 | 320 | 377 | 378 379 @ 316

FOOD,BEVERAGES &

TOBACCO 49 | 84 | 313 | 485 @ 878 | 1174 1687 2496 3608

ASSEMBLY TYPE AND
RLTD INDUSTRIES 40 90 | 220 238 376.5 566 404.9 1049 1327
MISCELLANEOUS
MANUFACTURING 8 22 25 34 56 110 2165 205 238

CONSTRUCTION INCL
QUARRYING 94 352 1702 1997 1730 2599 3833 6210 6828

DISTRIBUTION AND
RESTAURANTS 266 574 1086 1066 2716 4446 8402 9103 9370

FINANCE,INSURANCE

AND REAL ESTATE | 155 @ 465 1432 2129 2295 3564 | 7305 10465 11528




EXPORTS BY SITC SECTIONS 1965-2010 (TT$mn)(CSO)

0. Food

1. Beverages and tobacco

2.Crude mitrls inedible except
fuels

6. Manufactured gds

7. Machinery, transport equpt

8. Misc. manu . articles

9. Misc. transactions & comm.
n.e.s




LEADING PRODUCTS EXPORTED BY

RANK(BY 1990-1991 1999-2000 2009-2010
VALUE)

Petroleum Oils, etc Petroleum products, refined Natural gas, liquefied or not
2 Crude Petroleum Crude petroleum Heavy petroleum & bituminous oil
3 Inorganic Chem. Elements Gas, natural and manufacture Crude petroleum & bituminous oil
4 Iron and Steel Bars, rods  Inorg. chemical elements, oxides, Inorganic chemical elem oxide salt
etc.

5 Fertilizers Alcohols, phenols, etc. Alcohols, phenols; derivatives

6 Alcohols, Phenols etc. Iron, steel shapes, etc. Pig & sponge iron, ferro alloys etc
7 Sugar, Molasses, Honey Pig iron, etc. Iron ore and concentrates

8 Liquefied Propane, Butane Fertilizers, manufactured Liquefied propane and butane

9 Pig Iron, Sponge Iron Paper and paperboard, cut Manufactured fertilizer excl. crude
10 Alcoholic Beverages Non- alcoholic beverages nes Iron steel bar rod section piling

SOURCE: CSO AND UNCTAD




TECHNOLOGY AND INNOVATION

Year R&D CLASSIFICATION OF EXPORTS(% of

% of GDP TT$mn exports)

M Resource Based
—— ™ Primary
m Medium tech
- H Lowtech
m High tech
40 -

O-I

1976 1980 1990 2000

Global Competitiveness Index:
« 2011/2012- Rank 81%t, Score: 4
« 2010/2011- Rank 84t | Score: 4
« 2009/2010- Rank 86th, Score: 3.9



CHALLENGES TO
DIVERSIFICATION

Foreign investment and resources concentrated In
energy sector.

Problems in creating greater value-added, lack of
capacity and ability to adopt technology and
Innovate.

Risk averse business and financial sector.

Access to international markets cannot be taken
for granted (EPA, FTAs, BITS)

Must avoid “race to the bottom” (low wage
iIndustries, e.qg. textiles)



RECOMMENDATIONS & FINAL WORDS

A comprehensive framework to guide the use and
Investment of resource revenue.

Greater involvement of the people and private sector in the
process. Private sector participation, investment and
collaboration with the government is necessary.

The government needs to act as more than a facilitator.
(Rodrik 2005)

Attitudinal change.

Diversification is not easily accomplished, but we need to
recognize that it is achievable with the right amount of effort
and combination of ingredients.



THANK YOU!!



