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Table 1: St. Maarten's Macro-Economic Data Estimates
2014 Year end
Forecast
Indicators

First Quarter Developments

Real Sector
Government Investment

1.7

-

Real GDP Growth %

-

1.8

Inflation (%)

-

2.2

Unemployment Rate %

-

11

Population*1000

-

40

-

21

Export (mil Naf)

780

2,310

Imports (mil Naf)

637

2,214

Exports (%)

-

1.8

Imports (%)

-

1.6

Current Account in % of GDP

-

-1.2

Cruise Arrival('000)

736

1823

Stay over Arrivals ('000)

157

482

Total Visitors ('000)

893

2305

531.0

1609

132.6

428

Room Tax

8.1

-

Timeshare

1.4

-

Government Expenditures (Naf Million)

99.4

444

Financial Surplus (+) deficit (-)

33.2

-15

External Sector
Employment by enterprises *1000

Tourism Receipts (Naf. Millions)
Fiscal Sector
Government Revenues (Naf Million)
Tourism Related Revenues
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KEY FIGURES
Based on the short to medium term estimates of the “Smaartmodel”, key indicators of St. Maarten’s economy are selected
and analyzed in Table 1. As the year 2014 progresses, we expect updates on the yearly estimates on some of these
indicators.
This First Quarter 2014 publication provides an extensive overview of the economic developments in St. Maarten and the
other parts of the world. It focuses on the past trends of key economic indicators as well as an analysis of the
developments in St. Maarten for the first quarter of 2014. Given the economic developments for this first quarter, St.
Maarten’s macro-economic indicators for year end, are estimated as follows:
•
•
•

Projected GDP growth for 2014 is 1.8%;
Unemployment rate projected at 11% ;
Inflation projected to decrease to 2.2% for 2014;



Imports value projected to increase 1.6% for 2014;



Exports value projected to increase 1.8% for 2014;



Percentage change in quantities for both export and imports projected to decrease;



Cruise arrivals preliminary projections show an increase of 2.0% for 2014;



Stay-over arrivals has a projected increase of 3.2 % for 2014.

Real GDP is projected to have an increase growth of 1.8% for 2014, indicating a 0.7 percent increase from 2013. This
estimate is supported by the developments within the external sector in which St. Maarten experienced for the first three
months of the year a 7.7 percent increase in cruise passengers, 5.1 percent increase in stay-over arrivals, and an
estimated 4 percent increase in exports. Additionally, developments in other sectors for this first quarter, namely; transport
and storage sector, the utilities sector and the wholesale and retail sector are all expected to contribute towards the
projected economic growth for 2014. It should also be noted that it is the government’s intent to significantly increase its
capital expenditures for the year 2014, which can also have a positive impact towards growth and development.
During this first quarter there was an upsurge in the Consumer Price Index (CPI) on selected items that are used to monitor
inflationary movements. Even though the CPI showed an increase of 0.5 percent as against the last quarter of 2014, EVT
projects a decrease in inflation for 2014 to an estimated 2.2 percent. This decrease is due to an expected deceleration of
international oil and food prices.
Exports for this first quarter are estimated to have grown by 4 percent when compared to the first quarter of 2013. This
represents Naf 30 million increasing from Naf 750 million in the first quarter of 2013 to Naf 780 in the first quarter of 2014.
Of the total exports, Naf 537 million represents receipts from travel and other tourism related activities in which St. Maarten
benefited from outside territories. This signifies 71 percent of total exports, which outlines the importance of the tourism
sector to the economy. Imports for the first quarter of 2014 also grew by 4.9 percent, which also denotes Naf 30 million
increasing from Naf 601 million in the first quarter 2013 to Naf 631 million in the first quarter of 2014. This can be
considered plausible since our import bill has the tendency to grow with the output growth of the wholesale and retail sector
and the hotel and restaurant sector. Likewise, taking into consideration we are not a “commodity’ producing country and
rely heavily on imports.
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There were increased cruise and stay-over arrivals for the first quarter of 2014 when compared to the first quarter of 2013.
Cruise arrivals increased by 7.7 percent which represent 52,588 passengers or an increase from 683,457 passengers in
the first quarter 2013 to 736,045 in the first quarter of 2014. Port calls also increased 6.8 percent, from 276 calls in first
quarter of 2013 to 295 calls in the first quarter of 2014.
Regarding government finances, government revenues increased by Naf 10 million in the first quarter of 2014 when
compared to the same period in 2013. This represents an increase of 8.2 percent. As per government expenses, there was
an increase of Naf 2.4 million for the first quarter of 2014 when compared to first quarter of 2013. This represents a 2.5
percent increase from Naf 97.0 million in 2013 to Naf 99.4 million in 2014. It can be stated, that for the first quarter of 2014
a surplus of Naf 33.2 million was achieved on the current account of the government budget.

CHAPTER 1: INTERNATIONAL SECTOR
For the first quarter of 2014, the economic development of St.
Maarten were monitored and compared against the worldwide
economic development of the various markets and how they are
likely to have an impact on St. Maarten. This comparison was
done in relation to the tourism sector. Based on analysis of the
first quarter visitor’s arrivals to the island, it is projected that for
2014 overall visitor’s arrival are to increase 3.2 percent, from
467,259 arrivals in 2013 to 482,006 in 2014. Additionally, as
indicated in table 2, all of the targeted markets are projected to
increase for 2014 with the exception of The Rest of the World
which comprise of visitors from African/Asian continent.

Table 2: Stay-over Arrivals Projections by Markets

Markets
Caribbean
North American
Europe
South America
Rest of the World
Total

2013 Stay-over 2014 StayArrivals over Arrivals
Actuals
Projections
24,895
292,488
104,019
15,820
30,037
467,259

25,884
300,941
108,026
15,926
31,229
482,006

Diff.
989
8,453
4,007
106
1,192
14,747

Estimated
% change
4.0
2.9
3.9
0.7
4.0
3.2

Source: EVT/ St. Maarten Tourism Bureau

For the selected countries of the various regions that are considered our target and emerging markets within our tourism
industry, focus is placed on three macro-economic indicators. These indicators are the real GDP, the inflation and current
account as a percentage of GDP.
NORTH AMERICA
For the first quarter of 2014, economic activity has been moving along relatively smoothly, despite weakening over the last
couple months and the severe winter weather the North American region experienced. For the moment, reduced fiscal
uncertainty is likely to boost capital spending and hiring. Job growth, housing, and manufacturing activity have slowed
substantially from the strong growth of the last two quarters of 2013. Major contributors to growth are still running below
comparable pace from prior expansions due to the effects of the government shutdown from the last quarter of 2013.
On the other hand, a slowing or reversal in the global economy’s forward momentum such as increased financial volatility
abroad or a sharp slowdown in emerging markets could have an impact on growth in the U.S., but only to the extent of a
few percentage points depending on the severity of the situation. Domestically, the biggest downside risk would involve
any financial market disruption and increased instability related to a disorderly Federal exit. However, given the latest
trends in monetary policy accommodation, there’s a low probability to this risk event.
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Canada’s economy had flat growth due to the severe winter
Table 3: North American Forecast 2013-2014
weather experienced in January and February. However,
Current Account (% of
growth in January was the largest since the summer of 2013. North America Real GDP Growth (%) Inflation (Average, %)
GDP)
The Bank of Canada has kept interest rates at or near rock
2013e
2014f
2013e
2014f
2013e
2014f
1.8
2.8
1.5
1.7
-2.6
-2.5
bottom, encouraging businesses and households to borrow USA
1.7
2.3
1
1.7
-3.2
-3.0
money and spend. Canada’s economy is being aided Canada
Average
1.8
2.6
1.25
1.7
-2.9
-2.8
particularly by the U.S., whereby 75 per cent of its exports end
Source: Global Macro Monitor-March 2014/EVT
up. Favorable economic developments in Canada for the
better remaining quarters of 2014 will depend highly on how the economy of the U.S. performs.
The development mentioned above of the first three months of 2014 in the North American region has reflected in the
tourism developments of St. Maarten as well as for imports. This is substantiated with the fact that arrivals from the U.S.
have increased 5.5 percent for first quarter of 2014, while Canada had a 21.8 percent increase for the same period. Overall
arrivals to St. Maarten from this region increased 8.5 percent during this reporting period, totaling 106,931 passengers as
against 98,519 passengers from the first quarter of 2013.
With focus on the key indicators of this region as illustrated in table 3, the U.S. is forecasted with an increase growth of 1
percent and slight growth in the rate of inflation for 2014, with decreasing current account as a percentage of GDP.
Likewise for Canada, it is forecasted to have increased growth and inflation, with decreasing current account as a
percentage of GDP. This analysis indicates for the region an increase in economic activity for 2014, as well as an increase
in exports, since there is present decreasing current account as GDP.
Inflation for both countries is forecasted to remain stable for 2014 as illustrated above. With regards to the current account
as a percentage of the Gross Domestic Product (GDP), the U.S. is forecasted to have a slight increase however remaining
negative. For Canada this remains stable at negative 3.0 percent which basically means that the current account of both
countries is not contributing to their Gross Domestic Product. Based on this illustrated forecast and the fact that this region
constitutes 67.9 percent towards our stay-over arrivals for the first quarter of 2014, EVT’s conservative estimate for the
year of 2014 in regards to arrivals from this region is 2.9 percent. The developments within this region should be noted
quite keenly, since they are our largest contributor to our stay-over arrivals.
EUROPE
The Eurozone recession has finally come to an end and the
slow recovery can be attributed to the favorable economic
policies and the improvement in the financial environment.
However, the ongoing debt reduction via assets and fiscal
consolidation continues to be a drag on the recovery. At the
same time, credit conditions in the Eurozone as a whole are
improving, thereby supporting higher investment activity.
Global growth continues to drive exports, although these are
less subjective towards emerging economies. Internal
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Table 4: Europe Forecast 2013-2014
Europe
Netherlands
Italy
France
Russia
Other Europe
Average

Inflation
Current Account
Real GDP Growth (%)
(Average,%)
(% of GDP)
2013e
2014f
2013e
2014f 2013e 2014f
-1.0
0.5
2.9
2.0
7.2
7.0
-1.8
0.4
1.1
0.9
0.6
0.8
0.2
0.7
1.4
1.5
-1.7
-1.5
1.4
2.1
6.8
5.8
2.8
2
0.4
1.6
1.3
1.7
5.7
5.3
0.4
1.5
2.0
2.1
4.8
4.5
Source: Global Macro Monitor- March 2014/EVT

demand is showing signs of recovery, and the peripheral countries have started to grow. The European Central Bank
maintains a cautious stance on the recovery, and appears to be prepared to take action to prevent deflation, which in any
case is viewed as very unlikely.
According to table 4 illustrations of the selected countries, on average slight growth is forecasted for 2014, with also
increasing inflation and decreasing of the current account as a percentage of GDP. This forecast can be considered in line
with the current developments in this region, taking into consideration the slow increasing economic activity that will
eventually lead towards growth and an increase in exports, leading to a decrease of the current account as a percentage of
GDP.
This development within the Euro Zone is welcoming news to the economy of St. Maarten since the visitor’s arrival from
this region is positive for the first quarter. Arrivals from this region have increased 0.5 percent during the first quarter of
2014, which is an indication of the economic recovery taking place. EVT’s preliminary projection for passenger’s arrivals
from the European market to St. Maarten indicates a 3.9 percent increase for 2014.
CARIBBEAN & SOUTH AMERICA
Despite the widespread economic downturn, the tourism Table 5: Caribbean Forecast 2013-2014
Inflation
Current Account
industry in the Caribbean region survived, although not Caribbean
Real GDP Growth (%)
(Average,%)
(% of GDP)
entirely unaffected. The region has continued to show an
2013e
2014f
2013e
2014f
2013e 2014f
increase in arrivals and moderate growth for the first quarter Barbados
-0.5
-0.4
2.5
4.0
-8.7
-7.1
4.3
4.0
2.6
3.5
-14.3 -12.5
of 2014, even with the ongoing fiscal issues. Increasing Guyana
0.8
1.8
9.4
9.1
-10.7 -10.5
investment in the hotel sector as well as in international Jamaica
Puerto Rico
-0.5
0.3
1.2
1.5
-0.4
0.3
transport in the region has begun to see results as a number Trinidad &Tobago
1.6
2.6
6.2
7.0
10.8
10.9
3.9
4.9
5.1
-3.4
-2.6
of projects under development came to completion. The Dominican Republic 3.1
Average
1.5
2.0
4.5
5.0
-4.5
-3.6
merely moderate growth in domestic demand and a slightly
Source: Global Macro Monitor- March 2014/EVT
downward trend in commodity prices in some countries will
maintain the pressure on fiscal deficits in the region. The recent “polar vortex” or severe winter storm experienced in the
North American region might have had some negative implications for the Caribbean region during this first quarter,
likewise.
With the uncertainty of China’s economy and their level of investment in the region, economic growth in the Caribbean can
be slowed this year as commodity prices remain flat. While incoming finance from foreign direct investments and
remittances will help the region absorb the impact of external shocks, some countries lack fiscal buffers needed to prevent
vulnerabilities. External factors, particularly lower prices of industrial metals, and increased uncertainty over China’s growth
can take a toll on the region’s growth.
However, reminiscent to St. Maarten, most countries in the region rely heavily on tourism primarily from the North American
region. Hence, with the projected growth of the U.S. and Canada we anticipate that the tourism industry, which is usually a
driver of key economic activity, will experience growth throughout the Caribbean, keeping real GDP growth fairly moderate.
This we anticipate will cushion or remedy the economic pessimisms of China’s economic uncertainty. As illustrated in table
5, real GDP for this region is projected to have a growth of 2.0 percent for 2014, with a slight increase in inflation and a
decreasing current account as a percentage of GDP, which indicates that the regions exports are in line with the projected
growth for 2014.
EVT : Macro Monitor First Quarter 2014
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The above mentioned challenges for the Caribbean region along
with the slow to moderate growth projected, is reflected on St.
Maarten’s tourism industry, particularly in the stay-over arrivals
performance for this first quarter of 2014. Arrivals from the region
for the first quarter decreased 3.6 percent, totaling 6,331
passengers as against 6,567 passengers of the first quarter of
2013. EVT’s projection of arrivals for 2014 from the Caribbean
region is an increase of 4.0 percent. This projection is based on
the developments during this quarter and the projected economic
movements for 2014 of the region on a whole.

Table 6: South American Forecast 2013-2014
South America Real GDP Growth (%)
Inflation
(Average, %)
2013e
2014f
2013e
2014f
Argentina
3.2
2.9
10.6
22.0
Brazil
2.3
2.4
6.2
5.8
Chile
4.3
4.2
1.8
3.1
Average
3.3
3.2
6.2
10.3

Current Account
(% of GDP)
2013e
2014f
-1.1
-0.9
-3.7
-4.2
-3.2
-2.4
-2.7
-2.5

Source: Global Macro Monitor- March 2014/EVT

With regards to the South American region, the countries as illustrated in table 6 continue to be the targeted countries for
2014. The selected countries are still on the decline with the exception of Brazil with a projected 2.4 percent growth for the
first quarter of 2014. Inflation seems to be increasing with the exception of Brazil, while their current account as a
percentage of GDP is on decline with the exclusion of Brazil.
Brazil’s economy expanded just 0.2 per cent in the first quarter when compared with the final quarter of last year, setting
the stage for possibly another disappointing year and casting new doubt on the health of emerging markets. Of late, the
government has taken a few measures to attract private, foreign investments into important sectors of the economy. In
addition, the government is struggling to get infrastructure ready for the upcoming football World Cup, however, the spin off
from this activity may well have its positive impact by year end 2014. The low growth, which was less than half what
markets expected, marked a third consecutive quarter of weak activity in the world’s sixth-largest economy.
From this region, the analysis shows there has been a decrease of 13.5 percent in stay-over arrivals for the first quarter of
2014 as compared to the same period in 2013. Conservative projection for 2014 stay-over arrivals from this region is
positive 0.7 percent which is 1,192 more tourists.

CHAPTER 2: EXTERNAL SECTOR

STAY-OVER TOURISM- ST. MAARTEN
Stay-over arrivals on St. Maarten increased by 5.1 percent during
the period January to March of 2014 when compared to the same
period for 2013. This increase accounted for 7,704 more visitors to
the island, with the month of January as the dominant month for the
quarter with 3,595 increased arrivals, followed by February and
March with 2,672 visitors and 1,437 visitors respectively. This is
illustrated in table 7.

Table 7: Stay over Arrivals Jan - Mar 2013/2014
2013
2014
Difference % change
Jan
47,812
51,407
3,595
7.5
Feb
47,552
50,224
2,672
5.6
Mar
54,369
55,806
1,437
2.6
Total
149,733
157,437
7,704
5.1
Source: PJAIE/EVT

A more in-depth analysis on the stay-over arrivals to St. Maarten as per market for this reporting period indicates positive
signs from the main two markets. The North American market had an 8.5 percent increase, which constitutes 8,412 more
visitors and Europe with a low growth of 0.5 percent constituting 179 more arrivals when compared to the same period in
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2013. The Caribbean, South American and Rest of the World
markets showed decreasing trends in this first quarter of 2014 when
compared to 2013. The Caribbean market decreased 3.6 percent
totaling 236 less visitors, while the South American market
decreased 13.5 percent, which constitute 645 visitors less than the
first quarter of 2013. The largest of the market decline for this
reporting period is the Rest of the World, which comprises of visitors
from African/Asian countries. This market declined 0.1 percent
which equates 6 less visitors to the island when comparing the first
quarter 2014 against 2013. This is illustrated in table 8.
Interestingly to note, is that despite the negative publicity from the
international media on the outbreak of the chikungunya virus in the
region and in particularly St. Maarten, the island was still able to
achieve growth in the stay-over arrival sector. Moreover from the
North American region this showed significant growth, thus
indicating St. Maarten’s tourism product buoyancy.

Table 8: Passenger Arrivals as per Region Jan-Mar 2013/2014

CARIBBEAN
Antigua
British/ BWI
Dominican Republic
Haiti
St. Kitts/Nevis
Trinidad & Tobago
EUROPE
France
Italy
Netherlands
Russia
Other Europe
NORTH AMERICA
United States
Canada
SOUTH AMERICA
Argentina
Brazil
Chile
Venezuela
Other Americas
REST OF THE WORLD
TOTAL VISITORS

2013

2014

6,567
406
3,057
950
683
505
966
32,840
20,757
1,350
4,186
412
6,135
98,519
80,019
18,500
4,792
919
1,648
135
1,034
1,056
7,015
149,733

6,331
448
3,346
851
647
468
571
33,019
19,760
1,377
4,873
685
6,324
106,931
84,407
22,524
4,147
833
1,636
95
533
1,050
7,009
157,437

2014 First
% Change Quarter %
Contribution
-236
-3.6
4.0
42
10.3
0.3
289
9.5
2.1
-99
-10.4
0.5
-36
-5.3
0.4
-37
-7.3
0.3
-395
-40.9
0.4
179
0.5
21.0
-997
-4.8
12.6
27
2.0
0.9
687
16.4
3.1
273
66.3
0.4
189
3.1
4.0
8412
8.5
67.9
4388
5.5
53.6
4024
21.8
14.3
-645
-13.5
2.6
-86
-9.4
0.5
-12
-0.7
1.0
-40
-29.6
0.1
-501
-48.5
0.3
-6
-0.6
0.7
-6
-0.1
4.5
7,704
5.1
100.0
Source: Tourism Bureau/ EVT
Diff.

With the developments of stay-over arrivals to the island during this
first quarter, the latest year-end estimate for 2014 is a growth of 3.2
percent. This represents an additional 14,747 visitors, increasing
from 467,259 in 2013 to an estimated 482,006 visitors in 2014. This
can be substantiated with the projected growth of the U.S. economy
for 2014 which remains our main market, the continuing market efforts of the tourism bureau to secure more airlifts to the
island, the commencement of flights of WINAIR to other Caribbean nations and above all the planned events and
conferences schedule in which St. Maarten is to host during the course of the year.

CRUISE TOURISM-ST. MAARTEN
Cruise arrivals for the first quarter of 2014 were
Table 9: Cruise Arrivals Jan - Mar 2013/2014
Ships Calls Jan- Mar 2013/2014
higher than arrivals in same period of 2013. As
2013
2014
Difference % change
2013
2014 % change
illustrated in table 9, cruise passenger arrivals for Jan
258,431
284,405
25,974
10.1
101
112
10. 9
the reporting period amounted to 736,045 tourists Feb
206,031
218,037
12,006
5.8
83
86
3. 6
compared to 683,457 in 2013 for the period Mar
218,995
233,603
14,608
6.7
92
97
5. 4
January to March. This indicates a 7.7 percent Total 683,457 736,045 52,588
7.7
276
295
6.9
increase or 52,588 more cruise tourist arrivals
Source: St. Maarten Harbour Holding Company/EVT
when comparing the periods 2014 and 2013.
Despite the outbreak of the norovirus and the chikungunya virus, there were 19 more cruise ship calls to St. Maarten for
the first quarter of 2014 when compared to the same period in 2013. The increase in the performance of the cruise sector
can be attributed to more bookings and the usual effects of the high season months, which presents more ships and more
passenger travel.
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Conservative estimates for the year 2014 are a 2 percent growth, totaling 1,821,951 passengers. This represents 36,281
more passengers from 2013 assuming a conservative month by month increase in arrivals of 8.5% for the balance of the
year 2014. This year end estimate and exceptional performance of the first quarter, is supported by the contractual
agreements the Harbour has secured with the various cruise lines and the demographic location of the island which makes
it convenient for the increasing trend of four day trips that the cruise line are currently promoting instead of the seven day
trips. Additionally, the well promoted destination of St. Maarten by the Harbour must be commended.

OCCUPANCY

Average occupancy rates for hotel and timeshare Table 10: Hotel and Timeshare Occupancy Rate (%) Jan-Mar 2013/2014
industry stood at 79 percent and 84 percent
2013
2014
Hotel Timeshare Total
Hotel Timeshare
Total
respectively for the months January to March of 2014.
This represents an overall decrease of 2 percent in Jan
80%
81%
81%
81%
83%
82%
hotel occupancy and 1 percent increase in timeshare Feb
87%
87%
87%
83%
86%
85%
76%
82%
80%
72%
83%
78%
occupancy, when compared to the same period for Mar
Avg.
81%
83%
83%
79%
84%
82%
2013. This is illustrated in the table 10. Deeper
Source: SHTA
analysis indicates that for the period January to
March, timeshare occupancy maintained an average 5 percent above hotel occupancy.
Analysis of this development indicates that other hotels, villas and condominiums that are not a member of the SHTA are
also doing well regarding its occupancy. This is due to the fact that SHTA only covers 60% of the hotel room stock on St.
Maarten. With timeshare, this is the type of accommodation which is already paid for in advance, thus persons are more or
less obligated to use the time or lose that which is already paid. Furthermore, this accommodation could be utilized year
round by others and not necessarily by the timeshare holder. This justifies the increase and the fact that timeshare is
always above hotels in occupancy.
The performance of this sector indicates a form of stability of the tourism industry. This is due in part to the continued
approaches hotels are implementing, offering special rates and all inclusive packages in order to increase occupancy and
compete with other destinations during the high season. Continued marketing efforts and the competitive rates and offers,
are giving travelers more incentive to choose our island as their destination to vacation. This initiative is a compliment of
the Sonesta Maho Resort since their room stock is basically 60 percent of the room stock of the members of St. Maarten
Hospitality and Trade Association (SHTA), from which data is gathered. In total there are approximately 4090 room stock
on St. Maarten, in which 2700 or 66 percent are SHTA members.

CHAPTER 3: FISCAL SECTOR
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Analysis of the fiscal sector for the first quarter of 2014
indicates an increase in government revenues collected
when compared to same period for 2013. With regards to
government expenditures for the first quarter of 2014, this
also shows an increase when compared to the first quarter
of 2013.

Table 11: Government Revenues First Quarter 2013/2014
REVENUES ( Naf. Millions)

Rest Income to Government from
Enterprises
Indirect Taxes
Direct Taxes from Enterprises
Direct Taxes from Households
Transfers from Households

2013

2014

Diff.
2014/2013

% Change
2014/2013

3.6

3.8

0.2

6.8

57.1

58.9

1.8

3.1

14.2

18.0

3.7

26.3

34.9

36.3

1.4

4.0

12.8

15.7

2.9

22.5

Total revenues collected for the period January to March Total Revenues
122.6
132.6
10.0
8.2
2014 amounts to Naf 132.6 million, while expenditures
Source: MinFin/ EVT
amounted to Naf 97.3 million. This development is an indication that for the period January to March 2014, there were
current account budget surplus of Naf 33.2 million. Therefore, no alternative funding was sought to finance the
expenditures incurred by the government during the reporting period.
GOVERNMENT REVENUES
Categorized in the System of National Accounts (SNA) as
illustrated in table 11 above, Government revenues for
the period January – March 2014, saw an increase of 8.2
percent or an increase by Naf 10 million when compared
to the first quarter of 2013. Indirect taxes to government
(which comprises of Turnover Tax (ToT), timeshare,
vehicle rental tax, room tax, transfer tax, road tax and
gasoline excise tax) increased 3.1 percent or Naf 1.8
million for the reporting period. Direct taxes from
Enterprise (Profit tax) increased 26.3 percent, Direct
taxes from household (wage tax) increased 4.0 percent
and transfers from households (licensing revenues,
concession) increased 22.5 percent.

Table 12: Government Revenues Jan- Mar 2014/2013
Tax Revenues
Q1 2014

Wagetax /incometax
Turnover tax
Profit tax
Road tax
Room tax
Car rental tax
Time share fee
Transfer tax
Other tax
Excise tax
Total tax ( incl excise tax)

Q1 2013

Diff

36,257,898

34,876,284

1,381,614

42,279,470

41,876,513

402,957

17,958,599

14,224,498

3,734,101

8,139,510

5,796,192

2,343,318

2,732,902

2,459,222

273,680
(326,152)

346,116

672,268

1,441,073

1,326,742

114,331

1,547,728

3,414,971

(1,867,242)

272,630

260,385

12,245

2,110,359

1,298,823

811,536
6,880,388

113,086,285

106,205,897

Permits Rvenues

Q1 2014

Q1 2013

Diff

Business license fees
Work permit fees
Building permits and inspection
Total permits

702,694

749,878

(47,184)

922,966

668,325

254,641

294,817

288,106

6,711

1,920,476
1,706,309
214,168
Analysis of the government revenues in a more detail
Fees & Concession Revenue
Q1 2014
Q1 2013
Diff
format, broken down by line item is illustrated in table 12.
Bank license fees
6,800,000
6,637,758
162,242
Contributory reasons for the increases in revenues Casino and lottery fees
2,659,597
1,779,697
879,900
includes; increased collection efforts from Receivers to Bureau Telecom
1,750,000
125,000
1,625,000
2,550,000
2,550,000
(0)
collect past due taxes especially with line item Concession fees
Total fees and concessions
13,759,597
11,092,455
2,667,142
wage/income tax and profit tax, changed in collection
Other Income Revenue
Q1 2014
Q1 2013
Diff
method with regards to road taxes as against that of Casino controllers
630,000
420,000
210,000
1,242,331
1,567,959
(325,628)
2013, and increased in work permit fees during this first " Domeinbeheer"
Miscellaneous
1,935,662
1,578,227
357,435
quarter. Additionally, the difference in excise tax is
Total other income
3,807,993
3,566,187
241,806
attributed to the fact that revenues from first quarter of Total Income
132,574,351
122,570,847
10,003,504
Source: MinFin
2013 were collected later in the year, thus causing a
revenue shift in 2013. With the illustrated decreases, these can be attributed to fact that there were less business license
applications during this reporting period and the issue with car rentals in which revenues are lost from the rental of vehicles
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from the French Side. In the case of Transfer tax, funds are often placed on a third party account which is not transferred
on a monthly basis.
Despite the 8.2 percent increase in revenues for this quarter when compared to same period of 2013, the amount of Naf
132,574,351 collected fell short by Naf 789,349 since the quarter’s budgeted revenues was Naf 133,363,700. Interestingly
however, given the developments of the revenues collected during this quarter, prognosis for the year-end total revenue is
Naf 427.6 million compared to the official budgeted amount of Naf 426.7 million. This Naf 0.9 million projected increase is
deemed achievable, given that collection methods, strategies and aggressiveness continues throughout the year.
GOVERNMENT EXPENDITURES
Total government expenditures for the first quarter of Table 13: Government Expenses Jan- Mar 2014/2013
2014 saw an increase of 2.5 percent when compared to
Q1 2014
Personnel
expenses
45,501,916
the same period in 2013. This amounted to
20,342,440
approximately Naf 2.2 million, increasing from Naf 97.3 Goods and services
Social Services
5,606,286
million in 2013 to Naf 99.5 million in the first quarter of Depreciation
2,304,889
2014. However, since these figures remains unaudited Subsidies
21,498,444
1,430,906
to date, there is the possibility that the Naf 1.08 million Study finance
Interest
2,783,850
was paid out in study financing and should be included
Total Expenses
99,468,731
in the overall payment for first quarter 2014 when
modified. Hence, the total expenditures for this reporting period will increase.

Q1 2013
41,716,199
18,741,918
9,447,774
2,814,519
21,519,922
348,915
2,694,311
97,283,559

Diff
3,785,717
1,600,522
-3,841,488
-509,630
-21,478
1,081,991
89,539
2,185,172
Source: MinFin

Increase in personnel cost, is attributed to the increment increases obtained by some of the government ministries during
this reporting period, while the decrease in social welfare cost of Naf 3.8 million can be attributed to the decision taken by
the government cut back on certain social benefits and premium that they previously paid.

CHAPTER 4: MONETARY SECTOR
Inflation
The consumer price index for St. Maarten has increased in the month
of February 2014 by 0.5 percent compared to that of December 2013.
The price index recorded in February 2014 is 125.7. When comparing
average consumer prices over a twelve month period (Feb. 2013 to
Feb. 2014), an increase of 2.5 percent was recorded compared to the
same period one year earlier. A more in depth look from the
expenditure category of the price index is illustrated in table 14.
From the above it is observed that during the month of February 2014,
seven of the nine expenditure categories have become moderately
more costly, whilst two became cheaper. Amongst the more
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Table 14: Expenditure Category

Weight

Food
Beverage & Tobacco
Clothing & Footwear
Housing
Household furnishing & Appliances
Medical Care
Transport & Communication
Recreation & Education
Misc.
TOTAL

10%
1%
7%
39%
6%
3%
20%
6%
8%
100%

Index
Index
December February % Change
2013
2014
172.9
174.2
0.8
145.5
146.1
0.4
113.5
114.5
0.9
124.6
125.2
0.5
140.1
139.7
-0.3
106.8
108.8
1.9
110.3
110.9
0.5
107.9
107.8
-0.1
118
118.1
0.1
125.1
125.7
0.5
Source: STAT

expensive were the categories; ‘Food’ (+0.8%), ‘Beverages and Tobacco’ (+0.4%), ‘Clothing and Footwear’ (+0.9%), ‘Housing’
(+0.5%), ‘Medical Care’ (+1.9%), ‘Transport & Communication’ (+0.5%) and ‘Miscellaneous’ (+0.1%). Whereas slight decreases were
recorded amongst the expenditure categories; ‘Household Furnishing & Appliances’ (-0.3%), and ‘Recreation & Education’ (-0.1%).

Inflation per expenditure
When comparing the rate of inflation by
expenditure categories over a 12 month
period, all of the categories recorded an
increased rate of inflation in February
2014 when compared to February 2013.
Quite notable were Household furnishing
& appliances’ (+12.3 percent), ‘Food’
prices saw inflation of (+6.3 percent),
‘Beverages and Tobacco’ (+3.0 percent)
and ‘miscellaneous items’ (3.1 percent).
Other categories increased between 0.3 percent and 1.2 percent as illustrated in the graph.

Source: STAT

Banking Totals
The overall loans for the first quarter of the year 2014
decreased 1.6 percent when compared to the first quarter of
2013, hence moving from Naf 1.82 million in 2013 to Naf 1.79
in 2014.The three loans category had insignificant declines for
the period. These categories include; business loans,
individual loans and other loans, which is further broken down
by residents and non-residents, depicting an overall view of
the financial transactions within the banking sector of St.
Maarten.

Table 15: Total Banking Loans for First Quarter 2013/2014
2013
2014
Residents
699,082
669,026
Business Loans
Non-Residents 224,634
241,400
Total Business Loans
923,716
910,426
Residents
718,861
713,490
Individual Loans
Non-Residents 137,448
130,198
Total Ind. Loans
856,309
843,688
Residents
37,375
38,159
Other Loans
Non-Residents
4,455
924
Total Other Loans
41,830
39,083
Total Loans
1,821,855
1,793,197

% Change
-4.3
7.5
-1.4
-0.7
-5.3
-1.5
2.1
-79.3
-6.6
-1.6

Source: CBCS
Overall business loans decreased 1.4 percent, from Naf
923,716 in the first quarter of 2013 to Naf 910,426 in this first quarter of 2014. However, non-residents solicitation of St.
Maarten’s business loans increased 7.5 percent moving from Naf 224,634 to Naf 241,400 in the first quarter of 2014, while
resident’s business loans solicitation decreased 4.1 percent. This analysis is indication that during the reporting period
locally owned businesses exercised their reluctance to re-invest, taking into consideration increased cost especially in the
area of inventory. Additionally, there is the reluctance and uncertainty taking into consideration that this year 2014 is an
election year, which normally is associated with business uncertainty.

Individual loans had an overall decrease of 1.5 percent for this reporting period when compared to the same period of
2013. In this loan category, non-residents loans request had a decline of 5.3 percent, while resident’s loan request
declined 0.7 percent for the reporting period. The overall declined in the loans from this category can be attributed to the
fact that there is less disposable income and persons are becoming more aware of their spending habits. Additionally, the
demand for mortgage loans has declined which can have an effect on the overall individual loan request.
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Overall, other loans requested during the first quarter of 2014 as against the first quarter of 2013 saw a decrease of 1.6
percent, while the other loans that were requested by residents had a 2.1 increase. The overall decrease was caused by
the waited decrease in loans request from non-residents which experienced a decrease of 79.3 percent for the reporting
period as against the same period of 2013. A possible reason for this development for the period can be attributed to
persons paying towards their loans and overdraft facility granted to them by the commercial banks.

Regarding Deposits, this is also broken down in categories, Table 16: Total Banking Deposits for First Quarter 2013/2014
namely; demand deposit, saving deposit and time deposit.
2013
2014
% Change
Residents
783,163
807,547
3.1
Overall deposits for the first quarter of 2014 increased by 21.0 Demand Deposit
Non-Residents 322,858
842,987
161.1
percent when compared to the same period of 2013. This was
Total Demand Deposit
1,106,021
1,650,534
49
due to the increased demand for demand deposit of 49.0
Residents
376,836
396,635
5.3
Saving Deposit
percent and the increase of savings deposits of 6.9 percent.
Non-Residents 170,937
189,092
10.6
Total
Saving
Deposit
547,773
585,727
6.9
Unfortunately, for the banking sector time deposit showed a
Residents
635,716
565,335
-11.1
decrease of 5.4 percent for the period. Possible reasons for Time Deposit
Non-Residents 254,307
276,504
8.7
this development for the first quarter are the fact that persons
Total Time Deposit
890,023
841,839
-5.4
are saving more than before due to economic uncertainty, Total Deposit
2,543,817
3,078,100
21.0
Source: CBCS
change in spending pattern of the consumers and also
changed in stocking pattern of the business community by not frequently replenishing existing stock but rather focusing on
selling exiting stock and saving the gains.

CHAPTER 5: REAL SECTOR
This chapter covers the overall development of various sectors of the
economy. As illustrated in table 17, the economic activities for the first
quarter of 2014 compared to the first quarter of 2013 can be
considered as one with tremendous weighted decelerations when
considering the variations of the indicators. It can be stated that the
economy was kept afloat predominantly by the tourism sector for the
first quarter of 2014.

Table 17: Economic Activity Indicators Jan- Mar 2013/2014
First Quarter
Indicators
First Quarter 2013
2014
Business License Request
226
119
Business License Issued
68
57
Building Permits Request
51
59
Building Permits Issued
102
66
Airlift
Commercial
5655
6272
Cargo
436
385
Charter
201
293
Private
3010
2769
Container Movements (TEU)
20907
19742
Water Consumption( M3)
938743
919984
Electricity Consumption(Kwh)
77009516
78849138

% Change
-47.3
-16.2
15.7
-35.3
10.9
-11.7
45.8
-8.0
-5.6
-2.0
2.4

The construction sector under performed during this reporting period,
thereby stifling the growth of investments to a certain extent. This is
cemented with the fact that despite 15 percent increase in building
permits requested, the number of permits issued during the period
Source: STAT
decreased by 35.3 percent, dropping from 102 in first quarter of 2013
to only 66 in the first quarter of 2014. Additionally, during the reporting period public investment on infrastructure remained
low since the government is still in the process of allocating funds to finance such projects.
With the utility sector, this presented a flat growth when compared to the first quarter of 2013. Even though electricity
consumption increased for the period by 2.4 percent, the weighted decrease in water consumption of 2.0 percent created
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that flat to low growth within the sector. All reports from the manufacturing sector especially in regard to ship yard repairs
for the period indicates growth for the period and optimism for the balance of the year. This is apparent since they have
reported to have solidified their market share and reaching their goal of hauling out large vessels successfully which is
great news for the sector over all. Indications are more boats will be hauled for repairs during the year than the previously.
In the transport and storage sector even though the movement at the airport with regards to commercial, chartered and
private airlift increased for the period, storage and cargo movements at both the airport and the harbor declined for the
period. This obviously limited the sector’s contribution to overall economic activity during this first quarter of 2014.

CONCLUSION
To sum up the first quarter of 2014, the global economy is continuously improving. Growth in the U.S. is accelerating with
unemployment dropping and inflation remaining stable, while Europe came out of recession and is slowly recovering, and
the major emerging markets face slower growth. The euro-zone managed to sustain moderate growth throughout the first
quarter of the year, and as we enter into the second quarter of the year 2014, the economic picture is likely to continue
improving at a moderate pace. All in all, the global economy is gradually improving with regards to growth including St.
Maarten as we have seen during this reporting period.
Base on tourism figures presented in this report, cruise arrivals and stay-over tourism improved considerably for this
reporting period. It is important to stress the need for all stakeholders within the industry to continue combining and
strengthen the efforts for the remaining quarters of 2014. This is necessary so as to capitalize on the projected growth
within the targeted markets, thereby luring and securing the projected growth of the sector. As indicated, cruise and stayover are expected to grow respectively.
Regarding the real sector, as observed, there is a need to stimulate economic activities based on the figures realized for
this reporting period. Sectors in need of stimulation of economic activities are the transport and storage sector with inbound
flights and cargo movements, manufacturing sector with regards to yachting activities, business sector regarding the
stimulation of new businesses and the construction sector, which of course depends on the labour market and access to
credit. Vibrancy is needed in these sectors, hence cushioning the overall reliance on the tourism industry for our main
economic pillar.
Considerable progress was made in the Government efforts in cutting costs and increasing revenues. Nonetheless there
are still challenges that St. Maarten is facing and continued effort need to be sustained so as to ensure that economic
growth of the country continues. This will require developments to enhance the business environment, for both domestic
and foreign investment, maintain the steady growth in tourism and capitalize on the strengths and opportunities that the
country possesses with its location and infrastructure i.e. airport and the harbour. Again, since our economy is tourism
driven and we are aware of the seasonality of this sector it will be imperative that measures and policies be adopted to
ensure the vibrancy of the sector during the low season.
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THOUGHT STIMULATION
The Importance of Public Expenditure for Economic Growth and Stability on St. Maarten
Introduction
Government expenditures and its effect on long-run economic growth is an important element, the effective functioning of
government is not limited to solely a balance budget, but may be seen as an investment. Macroeconomics, especially the
Keynesian school of thought, suggests that government spending accelerates economic growth. For instance government
expenditure has the power to dictate private consumption and decision making and, thereby trigging growth. Of recent
years, the expenditure side of government budgets has gradually received greater attention by all forums including the
general public. On the theme of the “quality” of public finances there has been growing debate on how much governments
should spend and on what, and how expenditure especially in the area of capital investment can contribute to more
economic growth and stability.
Government expenditure normally covers a wide
range of objectives, which may include;
redistribution or social benefits that can be seen
as a contribution to economic welfare. However,
this article focuses on the relevance of public
expenditure for growth and stability. It examines
government’s expenditure trends and patterns on
St. Maarten over the last 3 years, briefly proposes
a few possible areas for government expenditure
that can lead towards economic growth and
concluding remarks on the way forward.

Table 1: Fiscal Developments 2011-2013
Naf Millions

2011

2012

2013

Revenues

402.6

450.9

422.0

Expenditures

407.7

434.3

426.9

Surplus/Deficit

-5.1

16.6

-4.9

1667.7

1760.2

1707.0

24.4

24.7

25.0

GDP Market Prices (est)
Expenditure as % gdp

Source: Minfin, EVT

Expenditure Trends and Patterns on St. Maarten
As illustrated in table 1, over the three year period 2011-2013 government had a fluctuation in revenues. In 2012, there
were substantial increases in both revenues and expenditures and a current account surplus of Naf 16.6 million. However
despite this favorable fiscal performance for 2012, the years 2011 and 2013 present a fiscal deficit Naf 10 million in total.
The expenditure as a percentage of GDP had slight fluctuations over the period. Interestingly to note that for 2012, there is
an observation from the Audit Chamber that Naf 46 million is misallocated as revenues in the unaudited financial statement
for that year. With this being the case, there is the situation that for the 3 year period there may have been a continuous
current account deficit. This implies that the government has been spending more than what it has collected, therefore
having to tap into its reserves to finance the differences.
For St. Maarten, this development of continued deficit is a very undesirable situation when considering the fact that St.
Maarten has to operate within the confines of the CFT (Committee for Financial Supervision within the Dutch Kingdom).
Taking for example, the case of Curacao whereby they experienced prolonged current account deficit over the years 20102012 in the amounts of approximately Naf 120 million. They were eventually given an instruction by the CFT and now have
to comply with strict financial measures to recover that amount at the cost of implementing what one may consider
austerity measures.
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In this case, it is advisable that government seek to curb this deficit trend as soon as possible so as to avoid its
accumulation. In light of this, necessary measures should be taken, whether it may be fiscal reform or the Ministry of
Finance applying proper measures to ensure tax compliance and that persons/businesses are actually paying their fair
share to the government coffers. This will inevitably relieve some of the fiscal burdens and deficit government is faced with.
When looking at the composition of public
Table 2: Government Expenditures 2011-2013
expenditure for the three year period, one can see
3 Year Avg.
EXPENDITURES (Naf. Millions)
2011
2012
2013
3year
% Cont.
that on average 69 percent of total government
108.6
133.9
108.1
116.9
27.6
spending was dedicated to public consumption, Government Material Consumption
157.8
177.7
183.5
173.0
40.9
the main component of which is constituted by the Wage Bill of Government
11.4
2.7
Interest paid by Government
11.8
11.6
10.8
wages of government employees of 40.9 percent
92.0
21.7
Subsidies on prices
104.1
86.6
85.2
(see Table 2). A further 28.7 percent of total Transfers to Households
29.7
7.0
25.5
24.4
39.3
Total
Expenditures
407.7
434.3
426.9
423.0
100.0
spending was allocated to transfers and subsidies
Source: MinFin/ EVT
to which households and enterprises benefited.
This mainly consisted of social security-related spending, scholarships and, to a much smaller extent other social support.
The servicing of government debt for the period was 2.7% of total average spending.
In analyzing the link between government expenditure and its impact on economic growth and stability, it is important to
look at the relationship between government spending and deficit as well as debt developments. Generally, increasing
deficit is associated with increasing expenditures of the government especially when revenues collection is stagnant.
Likewise, to increase government expenditures and finance capital projects, loans are solicited in most instances when
revenues are not on par. This is what the government of St. Maarten is currently embarking on to finance 2014 capital
projects which may include; the government administrative building, purchase of Emilio Wilson Estate and other plan
projects by individual ministries.
Additionally, expenditure ratios are normally high when fiscal deficits are increasing. As of date the measure of reducing
government expenditures are adopted so as to reduce or maintain a low current account deficit. Indirectly, expenditure
developments also influence debt developments.
When discussing government expenditure and related challenges, it is also crucial to anticipate future developments that
could strongly affect government commitments. In this regard, the most important factor is the fiscal cost of population
ageing or increasing growth of the world’s economy. This can be expected to burden government’s budget over the
decades to come in the form of pension, health care and long-term care spending. In the case of growth in the world’s
economy, if the interest rate of borrowed loans by the government is increased to deflate the economy or stabilize inflation
due to a sudden economic boom during the loan period, this can have an adverse effect on government finances and fiscal
policies. This may include having to reduce government staffing or increasing taxes such as TOT, since they are
government’s biggest expenditure burden and the largest revenue generating purse, respectively. If unchecked, these
obligations would again put public expenditure on a significant upward trend in the coming decades.
In this regard it would be of optimum importance for government to try as much as possible to ensure that its expenditures
are geared towards the development of the factors of production; ensuring maximum output that will eventually is able to
cushion economic challenges when they surface and at the same time create growth and sustainability.
Possible Areas for Government Expenditure towards Economic Growth
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In identifying areas for which government expenditures should be allocated, it is important to bear in mind that public
expenditure policies are vital for promoting economic growth and preserving a stable macroeconomic environment, which
require sustainable public finances. From this perspective, expenditure policies are of high quality if they (i) provide
essential goods and services, (ii) make efficient use of government’s resources in undertaking these activities, and (iii)
underpin macroeconomic stability, being medium-term oriented, predictable and sustainable. It should be mentioned, that a
minimum of government spending is indispensable to allow a market economy to function. This, in turn, induces economic
agents within the private sector to work, save, invest, specialize and innovate, which is conducive to employment and
growth.
Now taking into consideration our current economic situation within the various sectors of the economy, especially in the
area of unemployment, our vulnerability to external shocks where imports are concerned and our slowness to attract
foreign direct investment, these areas should be of principal focus to drive the economy towards growth and stability.
Incurring public expenditures in the area of education will certainly curb the unemployment situation by equipping persons
with the right skill and knowledge to become part of the productive sector of the economy. With education this will ensure a
skilled labour force that will eventually be an added value that can drive the economy towards growth. Increasing output
and reducing of social cost through employment are vital elements towards economic growth and development.
With our vulnerability towards external shocks and the mere fact we are heavily reliant on tourism; therein lays the need for
economic diversification on the island. One of the areas that can be considered for diversification that can lead to possible
growth is in the area of agricultural production. With expenditure in this sector this will inevitably activate the factors of
production; thereby reducing unemployment, producing commodities for our own consumption, spending less on imports
and at the same time ensure our food and nutritional security for the Island. This will be a cost cutting measure and
production initiative that will definitely increase growth and development for St. Maarten. Although, St. Maarten is faced
with land scarcity and the fact that it is within the hurricane belt of the region, one must bear in mind that agricultural
production have moved from its traditional production to a more convenient and adoptable methods through the use of
technology.
Conclusion
Government finances play a very important role towards stimulating growth and stability in the economy. With government
present fiscal situation it is incumbent that due diligence and prioritization are exercised when incurring public expenditure
and ensure that these expenditures are geared towards production and economic growth. Additionally, with the occurring
fiscal deficit it should be cognizant that in order to promote growth and stability on St. Maarten though public finances,
expenditure policies have to be sustainable. Sustainability enhances the confidence of economic agents in the stability of
the future economic environment and their willingness to invest. This, in turn, supports growth, which further boosts
sustainability. If government wants to enhance sustainability by lowering deficits and debt without raising taxes,
expenditure restraint and fiscal reform are the only option.

EVT : Macro Monitor First Quarter 2014

Page 16

