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Preface

Qualitatively the maritime sec-
tor is even more important. the
island economies of the Nether-
lands Antilles depend on the
maritime sector to provide pro-
duction factors and consumer
goods. Moreover, the maritime
sector is strongly linked with
other sectors in the economy.

PREFACE

WORD FROM THE AUTHORS

From the Economic Impact Study (EIS®) for the Maritime Sector of
the Netherlands Antilles (A-EIS), the fundamental importance of the
maritime sector for the Antillean economy is apparent. The maritime
sector of the Netherlands Antilles accounts for a total value added of
621 million NAf. Nearly 11 700 jobs depend on the maritime sector.
On Curagao, 11% of total employment is related to the maritime
sector. For the other islands this figure is even higher: 17% for Bon-
aire, and 19% for the Windward islands. The maritime sector gener-
ates a total backflow of over 132 million NAf. to all levels of gov-
ernment. Moreover, the analysis has shown that there is potential to

further increase this economic significance.

It should be stressed that gualitatively the maritime sector is even
more important: island economies like the Netherlands Antilles
largely, if not completely, depend on the maritime sector for the pro-
vision (and export) of raw materials, semi-manufactured articles,
capital goods and consumer goods. Moreover, as is shown in this re-
port, the maritime sector has strong linkages with other (sub)sectors,
such as free zone trading activities and cruise tourism. Because of the
strong linkages with the rest of the economy, an integrated approach

for the study of the maritime sector and its potential is chosen.

© Policy Research Corporation N.V.
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The r dations

a FRAMEWORK POLICY with
MARITIME FOCUS, and will
generate considerable economic
growth.

The implementation of the rec-
ommendations should be done
by the Beleidscodrdinatiecom-
missie (BCC), also known as the
IDB Task Force, but requires
the support of all other parties
involved.

The Economic Impact Study (EIS®) for the Maritime Sector of the
Netherlands Antilles has provided decision-makers with an insight in
the composition of the maritime sector and its economic significance.
Moreover, the study has identified the strengths and weaknesses of
the sector and its sub-sectors. In order to further develop the mari-
time sector, policy alternatives were developed and evaluated. Based
on the ex ante evaluation of the policy scenarios, the A-EIS project
has resulted in a large number of detailed and concrete policy rec-
ommendations for all levels of government involved. The policy rec-
ommendations are presented in implementation matrices, which do
not merely contain policy recommendations, but a concrete plan for

their implementation as well.

In summary, this report presents a ready-to-implement plan for the
further development of the maritime sector of the Netherlands An-
tilles. The expected effects are quantified beforehand, and show that
the implementation of a FRAMEWORK POLICY with MARITIME
FOCUS will generate over 3 600 jobs and nearly 200 million NAf.
in value added. Finally, the additional backflow to the government
of over 40 million NAf. a year is expected to easily outweigh the
costs related to the FRAMEWORK POLICY.

By means of the bottom-up approach, Policy Research has succeeded
to provide the policy makers of the Netherlands Antilles with a basis
for the further implementation of these recommendations. The top
priority for the government of the Netherlands Antilles should now
be to institutionalise the ‘ Beleidscodrdinatiecommissie’ (BCC), better
known as the IDB Task Force, as a central government body. The
BCC should co-ordinate and monitor the implementation process of
the A-EIS project. Moreover, it is of the utmost importance that Key
Players in the various sub-sectors assume their responsibility to take
the lead in further developing their sector, building on the momen-
tum of the A-EIS project. In short, the time to study is over, the

time to take action has come.

Prof. Dr. Chris Peeters
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Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

This Final Report consists of

two volumes:

—  Volume I 'EIS® Results';

- Volume I 'Cruise and
Container Markets'.

The most important conclusions
and recommendations are pre-
sented in the Executive Sum-

mary.

The policy recommendations are
presented in detail in imple-
mentation matrices, which do
not merely contain policy rec-
ommendations, but a concrele
plan for their implementation as
well (see Chapter XI).

For more detailed information
on a subject, references are
made to the relevant chapter of
the report in the last column of
the implementation matrices.

Finally, the text boxes serve as a
guide to the reader.

STRUCTURE OF THE REPORT: GUIDE FOR THE READER

The Final Report of the Economic Impact Study (EIS®) for Maritime

Sector of the Netherlands Antilles consists of two volumes:

— Volume I ‘Conclusions and recommendations’, focusing on all
aspects of the internal situation on the Netherlands Antilles: the
country’s general economic performance, its maritime sector and

related government policies and the economic impact of the five
policy scenarios and, finally, conclusions and recommendations;

— Volume II ‘Cruise and Container Markets’ presents an elaborate
(external) analysis of the maritime situation in the Caribbean re-
gion, focusing on trends and developments in cruise (tourism) and
container shipping.

Both volumes are preceded by an Executive Summary comprising the

most important aspects and conclusions of the study.

The general conclusions and recommendations of the project are pre-
sented in Chapter XI of Volume I. The policy recommendations are
presented in implementation matrices, which do not merely contain
policy recommendations, but a concrete plan for their implementa-
tion as well. As such, the implementation matrix identifies the re-
sponsible level(s) of government and provides an overview of the
concrete actions required. Moreover, the implementation matrix al-
lots priorities to the execution of the proposed measures. Finally, the
matrices contain ‘Milestones’, which reflect recommendations with
respect to the timing of the implementation phase. For more detailed
information on a subject, references are made to the relevant chapter

of the report in the last column of the implementation matrices.

Finally, the text boxes in the margin of the report contain the ‘thread’
of the presented information. As such they can be read separately and

serve as a guide to the reader.
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Executive Summary

ES.1.

The Economic [mpact Study
f’EIS®) for the Maritime Sector
of the Netherlands Antilles (A-
EIS project) is commissioned to
Policy Research Corporation
N.V. by the Ministry of Traffic
and Transport of the Nether-
lands Antilles.

The A-EIS project has been
carried out on the basis of an
elaborate bottom-up approach,
comprising the collection of
both qualitative information and
cost structure data on all five
islands of the Netherlands An-
tilles. Moreover, the bhottom-up
approach contributes to devel-
oping a basis for the implemen-
tation of the recommended pol-
fcy measures.

Input-Output analysis is used to
calculate both the present eco-
nomic significance of the sector
and the effects of alternative sets
of policy measures.

EXECUTIVE SUMMARY

INTRODUCTION

The Economic Impact Study (EIS®) for the Maritime Sector of the
Netherlands Antilles (A-EIS project) was commissioned to Policy
Research Corporation N.V. by the Ministry of Traffic and Transport
of the Netherlands Antilles. Moreover, the Steering Committee,
which was installed to support and monitor the research efforts, also
includes representatives of other federal departments and of the Is-
land Territories of Curagao, Bonaire, Sint Maarten, Statia and Saba.
The study is financed by the Dutch Ministry of Transport, Directorate
General Freight Transport.

The A-EIS project has been carried out on the basis of an elaborate
bottom-up approach. The bottom-up approach comprises the large-
scale collection of both qualitative information and cost structure
data on all five islands of the Netherlands Antilles. In addition to the
collection of data and information, the bottom-up approach also con-
tributes importantly to the development of a basis for the implemen-

tation of the recommendations proposed in the study.

The collected cost structure data is an essential input for the Input-
Qutput analysis, used to calculate the current economic significance
of the maritime sector of the Netherlands Antilles. The Input-Output
models are also used to quantify the effects of five alternative sets of
policy measures. These policy scenarios are evaluated on the basis of
their economic effects in terms of value added, employment, back-

flow to the government and spending impact.

© Policy Research Corporation N.V.
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ES.2.

There is a need for restructuring
the Netherlands Antillean econ-
omy. In this economy, the mari-
time sector plavs an important
role.

ES.2.1.

The maritime sector of the Neth-
erlands Antilles accounts for a
total value added of 621 million
NAS. Nearly 11 700 jobs depend
on it. Moreover, the maritime
seclor generates a total back-
flow to government of 132 mil-
fion NAS

Qualitatively the maritime sec-
tor is even more important: the
island economies of the Nether-
lands Antilles depend on the
maritime sector for provision of
production factors and con-
sumer goods. Moreover, the
maritime sector has strong links
with other sectors of the econ-
omy.

This Executive Summary provides policy makers and other interested
readers with an overview of the most important outcomes, conclu-

sions and recommendations of the A-EIS project.

CONCLUSIONS

The macro-economic analysis of Chapter II shows that the economy
of the Netherlands Antilles, and especially of Curagao, is in need of a
restructuring and stimulation programme on the basis of an *Inspiring
Plan’. A first conclusion of the Economic Impact Study (EIS®) for
the Maritime Sector of the Netherlands Antilles is that the maritime
sector is very important, both in terms of its strategic position within
the islands’ economies, and in terms of its economic significance (see
Chapter IIT). The current economic significance of the maritime

sector is summarised in Table ES. 1.

CURRENT ECONOMIC SIGNIFICANCE

The results in Table ES.1 clearly demonstrate the fundamental im-
portance of the maritime sector for the Antillean economy. The
maritime sector of the Netherlands Antilles accounts for a total value
added of 621 million NAf. Nearly 11700 jobs depend on it. On
Curagao, 11% of total employment is related to the maritime sector.
For the other islands this figure is even higher: 17% for Bonaire and
19% for the Windward islands. The maritime sector generates a total

backflow to all levels of government of over 132 million NAf.

It is emphasised that gualitatively the maritime sector is even more
important: island economies like the Netherlands Antilles largely, if
not completely, depend on the maritime sector for the provision (and
export) of raw materials, semi-manufactured articles, capital goods
and consumer goods. Moreover, as is shown in this report, the mari-
time sector has strong links with other (sub)sectors, such as free zone
trading activities and cruise tourism. Because of the strong links with
the rest of the economy, an integrated approach for the study to the

maritime sector and its potential has been chosen.

-ES.2-
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Table ES.1 :

Current significance of the maritime sector of the Netherlands Antilles, 1997.

Value added (000 NAf.)
direct  indirect  induced total
Curacao 146 779 45236 186 822 378 837
Bonaire 27 998 2624 20614 51236
Windwards 78 391 27122 85 654 191 167
Total 253 168 74 982 293 090 621 240
Employment
direct  indirect induced total
Curagao 2353 570 3247 6170
Bonaire 185 81 744 1010
Windwards 1977 402 2114 4493
Total 4515 1053 6105 11673
Backflow (000 NAf.)
direct  indirect induced rotal
Curacao 31636 9964 41 438 83 038
Bonaire 2874 418 4512 7 804
Windwards 17 081 5 832 18 891 41 804
Total 51591 16214 64 841 132 646

% GDP
+12%
+19%
+25%

% empl.
+11%
+=17%
+19%

{

A
3.
4.

ES.2.2.

This economic significance may
be further improved by new
policy measures. To this end,
Sfive scenarios will be considered
by Policy Research:

CONTINUATION of present
policy;

LAISSEZ-FAIRE policy:
REGISTER PLUS policy;
INTEGRATED maritime po-
licy:

FRAMEWORK policy.

Source : Policy Research Corporation N.V.

POLICY SCENARIOS

Moreover, an in-depth analysis of the maritime sector has shown its

potential for even greater economic significance. In Chapters V to X,

alternative sets of policy measures are introduced and discussed in a

qualitative manner. In Chapter X, the impact of the most important

measures has been quantified in the EIS® analysis. Inconclusion, the

following policy scenarios were considered for each of the five is-

lands:

1. the CONTINUATION of the present maritime policy;

2. the introduction of a LAISSEZ-FAIRE policy, which would imply
that no specific measures were taken (or continued) to support the

maritime sector;

3. the introduction of a REGISTER PLUS strategy, with more atten-
tion being paid to the image of the register of the Netherlands
Antilles in terms of the level of service and the quality of the ships

in the register:

© Policy Research Corporation N.V.
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The following package is rec-
ommended: _

- a FRAMEWORK POLICY
with MARITIME FOCUS;
an INTEGRATED MARI-
TIME POLICY:

a REGISTER PLUS ap-
proach.

These recommendations built on
an extended Input-Output analy-
sis the outcomes of which are
summarised in Table £S.2.

As shown in this table, the
FRAMEWORK  scenario  will
generate a strong increase in
economic activitv.  Moreover,
this increase is considered sus-
tainable.
In general, a FRAMEWORK
policy is

— incentive-driven;
transparent:

cluster-oriented;

stability-enforcing.

4. the introduction of an INTEGRATED MARITIME POLICY aimed
at developing actual shipping and related activities in the (ports of
the) Netherlands Antilles;

. the introduction of a FRAMEWORK POLICY with MARITIME
FOCUS, combining the integrated maritime policy with an im-
proved general economic policy.

In principal, the measures recommended by Policy Research are in-
cluded in the FRAMEWORK POLICY with MARITIME FOCUS sce-
nario. This implies the introduction of an INTEGRATED MARITIME
POLICY, including a REGISTER PLUS approach, in combination
with an improved GENERAL ECONOMIC POLICY. A detailed de-
scription of these scenarios and the included policy recommenda-
tions, is presented in Chapters Vto IX.

By means of Input-Output analysis, the effects of the considered
policy scenarios on the economic significance of the maritime sector
were modelled and estimated. To this end, three separate Input-
Output models were used for Curagao, Bonaire and the Windward
islands respectively. The results of the analysis are presented in detail
in Chapter X, and summarised in Table ES.2.

The introduction of the FRAMEWORK POLICY with MARITIME
FOCUS may realistically be expected to result in the following ob-

jective:

the expansion of sustainable economic activity in the maritime
sector, in the form of additional value added and employment
on the five islands of the Netherlands Antilles.

The FRAMEWORK POLICY is:

— incentive-driven: the government should not step into the shoes of
the entrepreneur, because it does not possess the necessary market
information;

transparent: a FRAMEWORK POLICY consists of clear and
straightforward measures. As a result there is no room for
‘perverse’ strategies of individual companies aimed at obtaining
exceptional or special government support;

cluster-oriented: a FRAMEWORK POLICY is often aimed at a
cluster of activities. The maritime sector in the broad sense used

-ES4-
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Compared to CONTINUATION,
the FRAMEWORK scenario may
generate an additional 192 mil-
lion NAf. value added, 3600
jobs, and 41 million NAf.
backflow to the government.

ES.2.3.

The recommended policy should
be  incorporated into  an
‘Inspiring Plan' for the econ-
omy of the Netherlands Antilles.
This is the responsibility of the
national and the Istand Gov-
ernments.

A similar approach is recom-
mended for some other key sec-
tors.

Moreover, a FRAMEWORK POLICY is based on the principles of
subsidiarity and limited government intervention. Consequently,
these effects are expected to be sustainable and can be accomplished
with relatively limited (financial) efforts.

In comparison with the CONTINUATION of the present policythe
FRAMEWORK POLICY with MARITIME FOCUS will generate a
nearly 200 million NA/. in additional value added, in the period un-
til 2005, which is the contribution to the country’s Gross Domestic
Product. Moreover, the FRAMEWORK POLICY is expected to create
more than 3 600 additional jobs throughout the Antillean economy.
Finally, the backflow to the government will increase by more than
40 million NAf. each year as a result of the introduction of a
FRAMEWORK POLICY.

GENERAL CONCLUSIONS

Clearly, the most favourable effects on the development of the mari-
time sector are expected from the implementation of an INTE-
GRATED MARITIME POLICY, preferably supported by an improved
general economic policy. The introduction of a FRAMEWORK POL-
ICY with MARITIME FOCUS is therefore strongly recommended by
Policy Research for all islands of the Netherlands Antilles.

Moreover, the recommendations for the maritime sector should be
incorporated into the overall ‘Inspiring Plan’ for the restructuring
and stimulation of the economy of the Netherlands Antilles. It is the
responsibility of the central government and the respective Island
Governments to develop this plan. This should be done in close con-
sultation with the private sector, the Dutch government and interna-
tional organisations such as the International Monetary Fund (IMF)

and the Inter-American Development Bank (IDB).

As indicated, this study has resulted in concrete recommendations for
the maritime sector. In order to follow up the more general recom-
mendations of the IDB report (1997), a similar approach is recom-
mended for other sectors, such as the financial offshore sector, tour-

ism, telecommunication, manufacturing, and fishery.

- ES.6 -
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Executive Summary

ES.3.

ES.3.1.

ES.3.1.1.

Most important at the national
level is the institutionalisation of
the IDB Task Force for BOC) as
a central government body for
the execution of economic pol-
Iy,

POLICY RECOMMENDATIONS

The concrete policy recommendations and the underlying considera-
tions following from the conclusions of the A-EIS project are dis-
cussed in detail in Chaprers V to IX. Moreover, the policy recom-
mendations are presented in implementation matrices in Chapter X1
An implementation matrix does not merely contain policy recom-
mendations but a concrete plan for their implementation as well. As
such, the implementation matrix identifies the level(s) of government
responsible and provides an overview of the concrete actions re-
quired. Moreover, the implementation matrix shows the order in
which the proposed measures should be implemented. Finally, the
matrices contain ‘Milestones’, which make recommendations with
respect to the timing of the implementation phase. In this Executive

Summary the most important recommendations are highlighted.

NATIONAL GOVERNMENT

Government structure

Top priority should be given to adjusting government structure by
means of the institutionalisation of the ‘Beleidscodrdinatiecom-
missie’ (BCC) or IDB Task Force as a central government body for
the execution of economic policy. The BCC should be responsible for
the co-ordination of economic policy in the Netherlands Antilles.
This implies that the BCC will not just be responsible for the mari-
time sector, but should also monitor and stimulate the development
of other sectors. One of the other principal tasks of the BCC is to re-
duce and bypass bureaucratic obstacles or ‘red tape’. The already
existing BCC should remain a part of the Ministry of Economic Af-
fairs, but co-ordinate the policies of all other Ministries and other
governmental organisations such as the National Bank. Moreover, the
BCC should be the link between the national and Island Governments
with respect to economic policy. The proposed government structure

is presented in Figure ES. 1.

© Policy Research Corporation N.V. -ES.7-
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Figure ES.1 : Government structure
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Source : Policy Research Corporation N.V.

The BCC

- co-ordinate the economic
policies of ministries and
government levels;

— execute the recommenda-
tions of the A-EIS study;

— remain part of the Depari-
ment of Economic Affairs;

~ consist of one or two offi-
cials, supported by an advi-
sory board and a group of
civil servants.

More details are given in Fig-
ure ES. 1.

ES.3.1.2.

Further points of attention for

the national level are:

— the implementation of the
IDB recommendations;

This BCC will be set up around one or two high-calibre officials of
the Department of Economic Affairs. They will be supported by an
interdepartmental group of civil servants of the Services for Eco-
nomic Affairs of all five islands. The Island governments should also
be supported by sector-related Advisory Boards made up by Antillean
and international experts. These specialised Advisory Boards can
provide the Island Governments with the indispensable sector-
specific expertise. In addition to these ‘local’ Advisory Boards,
Boards of International Experts can provide the credibility and
countervailing power which is sometimes necessary to withstand

pressures from powerful private parties.

In line with the IDB track for the restructuring and stimulation of the
economy of the Netherlands Antilles, the BCC should be responsible
for the monitoring and co-ordination of the execution of the recom-
mendations of the A-EIS study.

General economic policy

As was mentioned above, a solid economic development will support
the growth of the maritime sector. The government of the Nether-

lands Antilles is therefore urged to continue and speed up the imple-

-ES.8 -

© Policy Research Corporation N.V.




Executive Summary

ES.3.1.3.

— the attraction of foreign
invesiment by promotional

activities, the reduction of

bureaucracy,
measures:

and  fiscal

ES.3.1.4.

— the establishment of a ship's
register that is characterised
by high quality standards,
independence of the Dutch
register, high service levels
and active promotion.

ES.3.2.

There are two basic priorities
Sor this island.

mentation process of the general recommendations of the Inter-

American Development Bank.
Attraction of foreign investment

In order to revive the Antillean economy, the attraction of foreign
investment is essential. To this end, a streamlined promotional or-
ganisation should be installed at the national level. Moreover, foreign
investors in any sector should be attracted by the introduction of a
new taxation system, the simplification of investment procedures
(reduction of ‘red tape’), the granting of tax holidays and subsidies
related to the training and education of local employees. The previ-
ous government practice of providing investment guarantees to

(foreign) investors should be discontinued.
Registration of ships

Although the economic significance of the ship’s register and the
related offshore sector is rather limited, the issue is high on the po-
litical agenda. In order further to develop this subsector, the ship’s
register should be reorganised into a service-oriented one-window
operation. The Shipping Inspectorate of the Netherlands Antilles
(SINA) is not expected to be willing and able to become the operator
of the register. The maritime financial offshore sector should there-
fore consider taking the initiative of jointly operating the one-
window register. In principle, the register should aim for the higher
end of the market and attract as much tonnage as possible, with inter-
national safety and environmental standards as important constraints.
The register should be operated completely independently from the
Dutch register. For purposes of marketing, the Netherlands Antilles
should use a separate flag, underlining its independent position
within the Dutch Kingdom. The improved register should be actively

promoted.

ISLAND TERRITORY OF CURACAO

The priority tracks of maritime policy for Curagao should concern

port organisation and cruise tourism.

© Policy Research Corporation N.V.
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ES.3.2.1.

The first priority concerns port
organisation, with the port
changing from ‘tool port’ to
landlord port’ status,

This can be achieved by a revi-
ston of the concession between
CPA and CPS, which is due in
2001 and should be put on the
agenda in 1998, The revised
concession should give CPS the
incentive to attract more sea-fo-
sea container transhipment.

Port organisation and container transhipment

Contrary to the present situation, the port of Willemstad should be
operated as a ‘landlord port’. In order to realise a landlord port
model, the existing concession agreements between the public Cura-
¢ao Ports Authority (CPA) and the private stevedoring company
Curagao Port Services (CPS) should be revised.

In order to provide the CPS shareholders with more incentives to
pursue a pro-active and ‘state of the art’ transhipment marketing
strategy, the revision should aim to increase the share of fixed com-
ponents in the stevedore’s cost structure. Higher fixed costs will in-
duce CPS to achieve economies of scale by increasing the number of
containers handled. As the growth potential of local cargoes is lim-
ited, the stevedore will have to realise the scale increase by attracting
sea-to-sea transhipment. In turn, the larger the scale of the container
operation, the greater the chances of the port of Willemstad to attain
the status of ‘subregional hub’, which is of fundamental importance
from the macro-economic point of view. The excellent organisation
of the container terminal, its high productivity in regional terms, and
the favourable perception by international shipping lines are impor-

tant assets which will help it to achieve this status.

Failure to achieve subregional hub status is expected to result in the
loss of most direct calls by international shipping lines. As a result,
the Curagao economy will not benefit from the world-wide decrease
in shipping rates induced by new systems of multi-layered feedering.
Moreover, the loss of direct calls could even lead to an absolute in-
crease in freight rates, causing inflation and a deterioration of the
competitive position of the island. Trade sectors, and especially the
free zone in the port of Willemstad, would suffer most from such a

development.

The first opportunity to revise the agreements will present itself in
July 2001. It is recommended that an early start should be made on

preparations and negotiations.

-ES.10-
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Executive Summary

ES.3.2.2.

The second priority concerns
cruise tourism. This requires

more than the construction of

the mega cruise pier and the
reduction of harbour tariffs.

It also involves:
— developing  maore
aftractions;

tourist

= improving the attitude to-
wards tourists:

~ intensifving the co-operation
with CTDB, 5CG and the
cruise lines.

ES.3.3.

Just as for Curagao, there are
1w basic priorities.

ES.3.3.1.

The first priority concerns the
port. Improved port organisa-
tion will serve as a basic condi-
tion for relieving congestion and
making the port more attractive
Sfor cruise tourism,

Cruise tourism

Another top priority for Curagao is to continue to develop cruise
tourism. The importance of developing cruise tourism has already
been recognised by the CPA and the Island Government, as proved

by the recent decision to build a mega cruise pier and introduce at-

tractive harbour tariffs for cruise vessels.

In addition, the Island Government should aim to improve the
‘product Curagao’ by providing additional attractions. Another im-
portant aspect is to improve on pervasive negative attitude towards
providing services to tourists through elaborate training and educa-
tion programmes. Moreover, if co-operation is essential to become a
preferred cruise destination in the Deep Caribbean, this will require
further co-operation, both at island level, between the CPA and the
Curagao Tourism Development Bureau (CTDB)!. and internation-
ally, e.g. in the Southern Caribbean Group (SCG). In general, all in-
vestments made on behalf of cruise tourism should be made in close

consultation with the cruise lines and their umbrella organisations.

ISLAND TERRITORY OF BONAIRE

With respect to maritime policy, the priorities for the Island Gov-
ernment should be to improve the (physical) organisation of the port

and to attract additional cruise vessels to the island.
Port of Kralendijk

The port infrastructure of Kralendijk should be modified in order to
relieve congestion (at the South pier) and make the port more attrac-
tive for cruise tourism. Moreover, a clear structure for the organisa-
tion of the port is recommended: the Island Government, represented
by an upgraded Bonaire Port Authority (BPA), should remain re-
sponsible for the management, operation and development of the

port.

I Already institutionalised in the Curagao Cruise Action Group.

© Policy Research Corporation N.V.
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ES.3.3.2.

The second priority concerns the

crutse tourism itself. The current

efforts of the BCA should be

continued, and extended by

—  improving the functioning of
the port;

- intensifying the co-operation
with SCG and the cruise
lines.

ES.3.4.

ES.3.4.1.

The first priority concerns the
port. 4 'Co-ordinator for Mari-
time Affairs’ should develop and
follow up a policy for all three
Windward 1slands.

The port should be operated as a ‘landlord port’, with the Island
Government as the owner of the port infrastructure. The port infra-
structure (piers and quays) should be operated as a common user fa-
cility, accessible to licensed stevedoring companies and their accred-

ited employees.
Cruise tourism

In order further to stimulate cruise tourism on Bonaire and attain a

level of nearly 50 000 passenger visits in 2005, the Island Govern-

ment, BPA and Tourism Corporation Bonaire (TCB), co-operating in
the Bonaire Cruise Association (BCA), should:

— continue to improve the product Bonaire (island-related factors)
along the lines of their current efforts. This implies an upgrading
of the port area, the improvement of restaurants and shopping fa-
cilities, the promotion of attractions and the provision of addi-
tional attractions, and training programs for taxi-drivers and em-
ployees in tourism-related jobs. As indicated, all actions should be
taken in consultation and co-operation with cruise lines;

— improve the organisation and the facilities of the port of Kral-
endijk (port-related factors),

further increase existing international co-operation with respect to
developing itineraries and promoting ports in the Deep Caribbean
as cruise destinations, e.g. through the Southern Caribbean Group.

ISLAND TERRITORY OF SINT MAARTEN

The priorities of the Island Government of Sint Maarten with respect
to maritime policy, should concern investments in and the organisa-
tion of the port, and the further development of cruise tourism on the

island.
Port of Philipsburg

Within a Co-ordinator for Maritime Affairs the Service for Economic
Affairs should be made responsible for the development of a port and
maritime policy, and for providing the players in the port with guid-
ance and objectives. The Co-ordinator would also be responsible for

the other Windward islands.

-ES.12-
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Executive Summary

A new multi-purpose cargo ter-

minal and cruise pier should be

—  built in phases;

- managed by a private termi-
nal eperator;

~  operated as a ‘common user
facility .

The cruise pier should be oper-
ated by the SMPA,

ES.3.4.2.

The second priority concerns

cruise tourism. Rather than

building a new pier, which has a

lower priority the following

problems should be tackled first,

— traffic congestion should be
relieved;

~ the public facilities should
be upgraded:

— the local employees should
be further trained to provide
excellent service.

However, the construction of the
new cruise pier is notl refected,
provided that funds are also
available to solve the land-side
problems  facing the develop-
ment of cruise tourism on Sint
Maarten,

The newly-constructed multi-purpose cargo terminal and cruise pier
should be owned by the Island Government. The Sint Maarten Port
Authority (SMPA) should remain responsible for the technical and
nautical management as well as for safety in the port. Moreover, the
SMPA should operate the new cruise pier and collect the head tax
and other port charges.

The construction of a multi-purpose cargo terminal in the port of
Philipsburg should be executed in phases, depending on the devel-
opment of local and especially transhipment cargoes. The new multi-
purpose terminal should be operated as a common user facility. The
Island Government should therefore lease out the terminal to a Ter-
minal Operating Company (TOC) on the basis of a revenue-sharing
formula.

Cruise tourism

Notwithstanding its expected positive effects, the projected construc-
tion of a new cruise pier is not considered to be a top priority. Instead
of building a new pier, the possibility to restore the old pier should be
examined, while alternative plans for the development of the port
should be considered. Top priority should be allotted to the introduc-
tion of a number of flanking measures in order to maintain the exist-

ing basis for cruise tourism.

It should be emphasised that the construction of the new cruise pier is
not rejected, provided that funds are also available to solve the land-
side problems facing the development of cruise tourism on Sint
Maarten. For instance, a new traffic plan should be drawn up for the
town of Philipsburg in order to solve the existing problems of con-
gestion. Moreover, the quality of all kinds of facilities in the port and
town of Philipsburg to be upgraded, e.g. more public phones, auto-
matic teller machines (ATM), sanitary facilities and rubbish disposal

points.

The education and especially the training of personnel is an impor-
tant factor as well. The people of Sint Maarten have a favourable at-
titude towards cruise tourism, and are generally considered by cruise

passengers as very nice and helpful. Nevertheless, employees in

© Policy Research Corporation N.V.
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Especially  the latter priority
needs the attention of the gov-
erament. It requires the devel-
opment of a balanced labour
market program.

ES.3.5.

The basic priorities concern the
development of three new mari-
time activities.

ES.3.5.1.

The first activity is inter-island
shipping. A scheduled shipping
line may attract the ‘overflow’
of tourists from Simt Maarien,
which may have a significant
impact on the island economy.

service professions can be trained to provide more information and a
higher level of service. An important occupational group in this re-
spect are the island’s taxi-drivers. In co-operation with cruise lines,

the island should train its taxi-drivers to act as tour-guides as well.

Finally, the development of cruise tourism on Sint Maarten will have
a substantial impact on the island’s entire economy. The expected
effects on the labour market require special attention by the Island
Government and make an active labour market policy necessary. In
order to be able to meet the future demand for qualified personnel,
the development of a balanced programme of education and training

projects is essential.

ISLAND TERRITORY OF STATIA

At present, the maritime sector of Statia is small. Considering the
current idle capacity of the port, the (autonomous) development of
the Statia economy will not require large investments in port infra-
structure. With respect to maritime policy, the priorities for the Island
Government of Statia should therefore concern the possible devel-
opment of new maritime activities, such as inter-island shipping,

yachting and fishery.
Inter-island shipping

The connections between Sint Maarten and the other Leeward is-
lands, more specifically Statia and Saba, are mostly unscheduled or
tourism-related. Only ‘irregular’ cargo services exist between the
Dutch and other Windward islands. It is recommended to further in-
vestigate the potential for inter-island shipping connections between
the Dutch and other Windward islands. Especially with respect to the
transportation of tourists (and irregular cargo), a number of feasibil-
ity studies should be carried out. On the basis of these studies it
should be decided whether it would be feasible to set up a pilot proj-
ect. Especially the possible creation of an overflow of tourists from
Sint Maarten to neighbouring islands, such as Saba and Statia, should
be investigated. Modest numbers of tourists will already have a con-

siderable impact on the economy of these small islands.

-ES. 14 -
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Executive Summary

ES.3.5.2.

The second activity is yachting

and windjammer tourism. This

requires:

- the development of marina
infrastructure;

= the improvement of the is-
land’s  attractiveness 1o
[OUFISES,

ES.3.5.3.

The third activity is fishery.
Ecologically justified fishing on
the Saba Bank could generate
about 100 jobs on Statia and
Saba.

ES.3.6.

As for Statia, the basic priorities
concern the development of
three new activities.

Marine tourism: yachting and small cruise vessels

Investments could be considered for two specific market segments:
yachting and small cruise vessels (windjammers).At present, the port
of Oranjestad lacks even the most basic facilities to accommodate
yachts and small cruise vessels. In principle, the Island Government
could take the initiative to develop and co-ordinate such a project.
The development of marina infrastructure can be considered a gov-
ernment task just like the provision of ‘normal’ port infrastructure. In
addition to improving the island’s port infrastructure, the *product
Statia’, the *Historical Gem’. has to be improved as well, in order to
attract yachts and small cruise vessels. Co-operation with the other

(Dutch) Windward islands is crucial in this respect.
Fishery

At present, only a handful of fishing boats from Saba and Statia are
operating on the Saba Bank, although its economic potential is sig-
nificant. The Dutch government introduced an ‘Economic Fishery
Zone of the Netherlands Antilles and Aruba’ in 1993 to protect the
economic and ecological importance of the Saba Bank. The Saba
Bank could generate | 000 to 1 500 tons of fish each year, providing

Jjobs for over a hundred people on Saba and Statia.

It is outside the scope of this study to formulate detailed recommen-
dations for the development of the fishing sector and the processing
of its proceeds. However, the sector certainly seems to have potential
and relatively limited funds would be required to develop it. Support
for the fishing sector would include minor investments in facilities in
the ports of Saba and Statia.

ISLAND TERRITORY OF SABA

At present, the maritime sector of Saba is virtually non-existent,
while the (autonomous) development of the Saba economy will not
require large investments in port infrastructure, considering the cur-
rent idle capacity of the port. As for Statia, the priorities for the Is-

land Government of Saba should therefore concern the development
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ES.3.6.1.

The first activity is inter-island
shipping. A scheduled shipping
line may channel an ‘overflow’
of tourists from Sint Maarten,
which may have a significant
impact on the island’s economy.
The island’s  environmental
assels warran! a sustainable
and therefore gradual and lim-
ited development of tourism.

ES.3.6.2.

The second activity is yachting
and windjammer tourism. This
requires a series of feasibility
studies for further investments.

ES.3.6.3.

The third activity is fishery.
Ecologically sustainable fishing
of the Saba Bank could generate
about 100 jobs on Statia and
Saba.

of new maritime activities, e.g. inter-island shipping, yachting and

fishery.
Inter-island shipping

As indicated, Sint Maarten boasts a huge number of (cruise) tourists
in the high season. Small ferries from Sint Maarten to Saba already
carry about 50 day trippers and divers each way per day. Clearly, the
possibilities of increasing the overflow of tourists to Saba should be
investigated. Modest numbers of tourists would already have a con-
siderable impact on the economy of these small islands. In the case of
Saba this would also have an impact on the environment of the is-
land, which is its most important asset with respect to tourism. In
order to protect the environment, the Island Government has wisely
chosen a path of selective tourism development laid down in the
‘Integrated Tourism Development Masterplan’. The number of tour-
ists is consciously limited, while only sustainable activities are pro-

moted.
Marine tourism: yachting and small cruise vessels

The number of cruise ship calls has been in decline for some years, to
a large extent as a result of increased competition by alternative des-
tinations. In order to facilitate visits to Saba by ferries and cruise ves-
sels (windjammers), a single-point mooring buoy was installed. The
present port infrastructure apparently hampers the development of
yachting and cruise tourism on Saba. In order to assess to which ex-
tent investment in the port is justified, feasibility studies into the

various investment alternatives have to be carried out.
Fishery

At present, (;nly a handful of fishing boats from Saba and Statia are
operating on the Saba Bank, although its economic potential is sig-
nificant. The Saba Bank could generate 1000 to 1500 tons of fish
each year, providing jobs for over a hundred people on Saba and Sta-

tia.

As indicated, it is outside the scope of this study to formulate detailed

recommendations for the development of the fishing sector and the

-ES.16 -
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Executive Summary

ES.3.7.

The recommendations are di-
vided into three categories.

ES.3.7.1.

The  first category is
‘development policy', of which
the most important elements are
~ streamlining of the applica-
tion procedures for the
Sfunding  of  development
projects;
support for the updating and
streamlining of the overall
legislation.

processing of its proceeds. However, the sector certainly seems to
have potential and only relatively limited funds would be required to
develop it. Support for the fishing sector would include minor in-

vestments in facilities in the ports of Saba and Statia.

THE DUTCH GOVERNMENT AND THE KINGDOM

The recommendations are divided into three categories:
‘development policy’, ‘maritime issues’ and ‘general principles for

the government of the Kingdom’.
Development policy

The functioning of the existing channels for the funding of develop-
ment projects through the Cabinet for Netherlands Antillean and
Aruban Affairs (KabNA)2 and the Department for Development Co-
operation (DEPOS) should be improved where possible. At present,
the application procedures frequently take a long time. On the one
hand this is caused by incomplete information provided by the appli-
cants. On the other hand, the existing procedures often leave room
for debate and discussion. By evaluating projects on their individual
merits, using a uniform instrument on the basis of objective
(economic) arguments, the KabNA’s task can be facilitated consid-
erably. The development of a uniform project evaluation methodol-

ogy is therefore recommended.

The Netherlands should provide the Netherlands Antilles with sup-
port in updating the overall legislative framework, when requested by
the Antilles. In this respect it is very important to set objectives be-
fore new legislation is developed or legislation of the Kingdom is
adopted. The Netherlands should avoid overburdening the Antillean
administration with new legislation. The principle of subsidiarity
should be applied, which implies that new legislation should be in-

troduced at the lowest governmental level possible.

2 The name of KabNA will be changed in the course of 1998, when the
organisation will become a Directorate of the Ministry of Internal Af-
fairs.

© Policy Research Corporation N.V.
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ES.3.7.2.

The  second  category s
‘maritime issues’. of which the
most important element is guid-
ance in establishing an inde-
pendent ship's register,

ES.3.7.3.

The third category is 'general
principles for the government of
the Kingdom' This especially
concerns the attitude of the
Dutch government towards the
Netherlands Antilles. The coun-
iry should be regarded as a
‘favoured developing country’
rather than a 'former colony’

ES.4.

This study provides a large
number of concrete policy rec-
ommendations laid down in a
ready-to-implement plan for the
development of the maritime
sector of the Netherlands An-
tilles.

Maritime issues

As indicated, with respect to maritime affairs, the most eye-catching
aspect of the relationship between the Netherlands Antilles and the
Netherlands is the registration of ships. The Netherlands should fa-
cilitate and support the increased independence of the ship’s register
of the Netherlands Antilles.

To this end, some of the existing legislation at the level of the King-
dom will have to be either changed or abolished, especially legisla-

tion concerning the safety and manning aspects of sea-going vessels.

Moreover, the Statute of the Kingdom (Koninkrijksstatuut) already
permits the introduction of legislation which would grant the coun-
tries the right to use separate (trading) flags. Such legislation should
be introduced to allow the private operator of the Antillean ships’

register to pursue a powerful marketing strategy.

General principles for the government of the Kingdom

In general, the Dutch government and its civil servants should con-
sider and treat the Netherlands Antilles as any other favoured devel-
oping country, not as a former colony. This also means that the Dutch
government should no longer respond to Antillean demands for sup-
port, on the basis of its colonial past. This requires a change to a
more objective and detached attitude. Moreover, it has to be under-
stood that solutions to Dutch problems will not always work in the
Netherlands Antilles. The nature and scale of the problems are com-
pletely different. Furthermore, the government of the Netherlands (as
well as the Netherlands Antilles) should avoid entering into emo-

tional discussions as in the debate on the registration of ships.

CLOSING REMARKS

The Economic Impact Study (EIS®) for the Maritime Sector of the
Netherlands Antilles has provided decision-makers with an insight
into the composition of the maritime sector and its economic signifi-
cance. Moreover, the study has identified the strengths and weak-

nesses of the sector and its subsectors. In order further to develop the

-ES.18 -
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Executive Summary

The recommendations constitute
a FRAMEWORK POLICY with
MARITIME FOCUS, and will
generate considerable economic
growth,

The recommendations should be
implemented by the Beleid-
scodrdinatiecommissie  (BCC)
aka. the IDB Task Force, but
will require the support of all
ather parties invelved.

maritime sector, policy alternatives have been developed and evalu-
ated. Based on the ex ante evaluation of the policy scenarios, the A-
EIS project has resulted in a large number of detailed and concrete

policy recommendations for all levels of government involved.

In summary, this report presents a ready-to-implement plan for the
further development of the maritime sector of the Netherlands An-
tilles. The expected effects have been quantified beforehand, and
show that the implementation of a FRAMEWORK POLICY with
MARITIME FOCUS will generate over 3 600 jobs and nearly 200
million NA/. in value added. Finally, the additional backflow to
the government of over 40 million NAf. a year is expected easily to
outweigh the costs related to the FRAMEWORK POLICY.

By means of the bottom-up approach, Policy Research has succeeded
in providing the policy makers of the Netherlands Antilles with a ba-
sis for the further implementation of these recommendations. The
top priority for the government of the Netherlands Antilles should
now be to institutionalise the °Beleidscodrdinatieccommissie’ (BCC),
better known as the /DB Task Force, as a central government body.
The BCC should co-ordinate and monitor the implementation process
of the A-EIS project. Moreover, it is of the utmost importance that
Key Players in the various subsectors should assume their responsi-
bility and take the lead in the further development of their sector,

building on the momentum of the A-EIS project.

© Policy Research Corporation N.V. -ES.19-
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Introduction

I.1.

The Eeonomic [mpact Study
(EIS®) Jor the Maritime Sector
of the Netherlands Antilles (A-
EIS praject) is commissioned to
Policy Research Corporation
N.V. by the Ministry of Traffic
and Transport of the Nether-
lands Antilles,

L1

The A-EIS project took off in
March 1997,

INTRODUCTION

GENERAL INTRODUCTION: GOAL OF THE RESEARCH PROJECT

The Economic Impact Study (EIS®) for the Maritime Sector of the
Netherlands Antilles (A-EIS project) was commissioned to Policy
Research Corporation N.V. by the Ministry of Traffic and Transport
of the Netherlands Antilles. Moreover, the Steering Committee,
which was installed to support and monitor the research efforts, also
includes representatives of other federal departments and of the Is-
land Territories of Curagao, Bonaire, Sint Maarten, Statia and Saba.
The study is financed by the Dutch Ministry of Transport, Public
Work and Water Management, Directorate General for Freight

Transport.

Throughout the project, Policy Research has benefited from the ex-
cellent co-operation of the persons involved (see the list in Annex A).
Policy Research wishes to thank the more than 150 interviewed Key
Players, the members of the Steering Commitiee and the Preparatory
Committees, the participants in the workshops and finally, the Dutch

Ministry of Transport.

BACKGROUND

The A-EIS project took off during the Workshop *Scheepvaartsector
Nederlandse Antillen’, which was held, 1997 in Willemstad, Curagao
on March 26 and 27.

© Policy Research Corporation N.V. o
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A Steering  Committee  and
PREPCOMs (Preparatory Com-
mittees) were installed to pro-
vide the research team with
practical support and sounding
boards.

Following field and desk re-
search and on the basis of the
Jormulated scenarios the pre-
liminary results and recommen-
dations were presented at the
November 1997 workshop on
Curagao.

A final field trip took place in
March 1998.

Progress Report I was presented on May 1, 1997. It contained a de-
tailed explanation of the methodology used in the A-EIS project.

On August 22, 1997 a Steering Committee was installed, consisting
of representatives of the Central and Island Governments, as well as
the Dutch government. In this first meeting the methodology, pre-
sented in Progress Report I, was discussed in-depth. The Sreering
Committee played a central role in supporting the research team.
Furthermore, the Steering Committee was instrumental in the prepa-

ration of the implementation of future policy measures.

Preparatory Committees (PREPCOMSs) were installed, consisting of
Key Players representing the interests of all five islands. The task of
these PREPCOMSs was to provide the research team with a sounding
board for their ideas and with support for the preparation of the

workshops.

For the field research, the research team visited the Netherlands An-
tilles in May and June and at the end of August of 1997. Further-
more, a second research team visited a number of Caribbean coun-
tries (the Netherlands Antilles, Guadeloupe, Jamaica, Florida, the
Bahamas and Panama) for the external analysis in the course of Sep-
tember and October 1997. The preliminary results and recommenda-
tions of Progress Report I were presented at the second Workshop
on November 26, 1997.

After the second workshop, considerable time was devoted to further
detailing on the policy scenarios, incorporating the remarks made in
the course of the second workshop. Then, after additional desk re-

search, the final EIS® results were calculated.

During the first week of March 1998, a research team visited the
Netherlands Antilles to collect additional information, prepare the
third and last workshop and monitor the proceedings of the PREP-
COMs. Furthermore, to facilitate the implementation of the policy
recommendations, key-players in the political field were contacted

and informed about the past, present and future of the A-EIS project.
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Introduction

The final results and recommen-
dations were presented at the
third workshop in April 1998
The Final Report will be deliv-
ered on May 1, 1998,

L1.2.

The EIS® jor the Maritime
Sector in the Netherlands An-
tilles aims to:

= quantify the economic sig-
nificance of the maritime
sector;

— develop and evaluate alter-
natives for the future mari-
time policy in the Nether-
fands Anilles.

I.1.3.

Five policy alternatives  are

Sformulated and evaluated:

—  the CONTINUATION of the
present policy;
the introduction of a LAIS-
SEZ FAIRE policy:

- the introduction of REGIS-
TER PLUS policy:

— the introduction of an IN-
TEGRATED MARITIME
POLICY aimed at attracting
onshore maritime activiny:

— the introduction of a
FRAMEWORK POLICY
with MARITIME FOCUS,
combining the integrated
maritime policy with a new
general economic policy.

In the last phase the final conclusions and recommendations were

drawn up by means of a policy matrix to be used for implementation.

The final results and recommendations were presented at the third
workshop in Willemstad, Curagao on April 16, 1998. On the basis of
the discussions and additional information, the final results and rec-

ommendations are now published in this Final Report, delivered on
May 1, 1998.

GOALS OF THE RESEARCH

The A-EIS project has the following main goals:

I. to evaluate the structure and quantify the current economic sig-

nificance of the maritime sector in the Netherlands Antilles;

2. to develop maritime policy scenarios and evaluate these policy

alternatives in terms of potential economic impact.

The Economic Impact Study (EIS®) for the Maritime Sector of the
Netherlands Antilles aims to provide the maritime sector and the
relevant government agencies with the foundations for the develop-
ment and implementation of a Master Plan (an ‘inspiring vision”) for

the maritime sector.

POLICY ALTERNATIVES

As was mentioned above, one of the aims of the study is to develop
alternatives for maritime policy in the Netherlands Antilles. The
policy options that are presented in this Final Report represent alter-

native reactions to the current problems in the maritime sector:
1. the CONTINUATION of the present policy:

2. the introduction of a LAISSEZ-FAIRE policy, which would imply
that no specific measures were taken (or continued) to support the

maritime sector;

3. the introduction of a REGISTER PLUS strategy, with more atten-
tion for the image of the register of the Netherlands Antilles in
terms of the level of service and the quality of the ships in the

register;

© Policy Research Corporation N.V. -3-
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.2

Policy scenarios are drawn up
on the basis of an elaborate
policy analysis and Strategic
Interviews with Key Players.

The effects of the scenarios are
quantified on the basis of Input-
Output Analysis, calculating the
direct, indirect and induced
effects of the maritime sector.

4. the introduction of an INTEGRATED MARITIME POLICY, aimed
at developing actual shipping and related activities in the (ports of
the) Netherlands Antilles;

5. the introduction of a FRAMEWORK POLICY with MARITIME
FOCUS, combining the integrated maritime policy with a new

general economic policy.

SHORT OVERVIEW OF THE APPLIED METHODOLOGY

These policy scenarios are developed on the basis of an elaborate
analysis of the current situation in the sector, the present maritime
policy and the institutional framework. Furthermore, the qualitative
results of the Strategic Interviews with ‘Key Players’ in the maritime
sector constitute the empirical basis for the development of future

scenarios.

The effects of the policy scenarios are quantified using Input-Output
analysis as well as some additional calculations. For each sector of
the economy, an Input-Output model calculates the direct and indi-
rect output generated by (a change in) demand in the economy. It
systematically takes into account the impact on the supplying sectors
and on the sectors supplying the supplying sectors, and so on. It thus
analyses the full economic impact of an activity. Moreover, the re-
sults can easily be translated into, for example, impact on employ-
ment, backflow to government treasuries, external trade and expen-

ditures (the so-called induced effects).

As explained, the EIS® methodology uses existing Input-Output ta-
bles as a starting point. Earlier research has indicated that data in In-
put-Output tables published by National Statistical Offices are gener-
ally less reliable with regard to service industries, and particularly
shipping!. Furthermore, the existing Input-Output tables are usually

not sufficiently detailed.

I See Peeters (1992).

© Policy Research Corporation N.V.




Introduction

Additional  informati is
needed to modify existing Input-
Output tables. Two basic meth-
ods of gathering this informa-
tion are considered:

- top-down:

= bottom-up.

The bottom-up approach allows
Jor a tailor-made evaluation of
a sector in function of the policy
measure or problem under con-
sideration.

For an adequate estimation of the economic impact, the reliability
problems involved must be solved first. The best way of doing this is
by collecting additional information. Principally, there are two meth-
ods of collecting this information (see Figure I.1):

~ top-down:

- bottom-up.

The bottom-up approach builds on data collected at the level of the
individual firm. This allows sectors and subsectors to be defined in
function of the policy issues that are analysed. The researchers are
not limited by insufficient data, as they themselves collect all re-
quired data. The constraints of predetermined sector classifications
are thus avoided.

Figure 1.1 : Bottom-up versus top-down.
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Source : Policy Research Corporation N.V.

The bottom-up method is la-
hour-intensive but has the bene-
it of delivering reliable results.

The bottom-up method is labour-intensive. Belgian and Dutch cases,
however, have shown that the alternative top-down approach can also
be very expensive?. The bottom-up approach starts from company
data and aggregates to the desired sector or subsector level. This is a

direct way, which generates more reliable results.

2 See Peeters (1992) and Peeters er al. (1994).

© Policy Research Corporation N.V. -5-




Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

When the data is collected at the source, no disagreement about its
reliability can exist. In the analysis of policy issues, agreement on
basic data is essential, especially for the successful implementation

of new measures.

In the EIS® for the Antillean maritime sector, the bottom-up ap-

proach consists of:

The botiom-up approach con- — data collection: the collection of the actual cost structure data at

sists of: the company level, necessary to make modifications to the origi-
- the z.;afﬁf’fﬂg of cost stric- nal Input-Output table. Additional strategic information on flag-
ture data;

) : ging and location decisions was collected in face-to-face inter-
—  the construction of modified 3 2 A i
dolimins and Faws, forthé views with strategy makers. The stated behaviour was checked for
Input-Output tables. consistency and reliability by comparing it with historical data on
flagging-out;

— data processing: the collected cost structure data is used to add
new columns and rows existing Input-Output tables, thereby up-
grading their overall quality.

More (mathematical) details covering methodological topics can be

found in Annex B.

1.3. STRUCTURE OF THE REPORT AND ANNEXES

This Final Report consists of This Final Report presents the economic impact of five policy sce-
two volumes: ’
—  Volume I 'Conclusions and narios developed by Policy Research with respect to the future of the

R jons; ic . )
eeovapHtaioRs maritime sector of the Netherlands Antilles. The Final Report con-
- Volume !l 'Cruise and

Container Markets’. sists of two volumes:

— Volume I ‘Conclusions and Recommendations’, focusing on all
aspects of the internal situation on the Netherlands Antilles: the
country’s general economic performance, its maritime sector and
related government policies and the economic impact of the five
policy scenarios; finally, conclusions and recommendations are
made;

— Volume II *Cruise and Container Markets’ presents an elaborate
(external) analysis of the maritime situation in the Caribbean re-
gion, focusing on trends and developments in cruise (tourism) and
container shipping.

o © Policy Research Corporation N.V.
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Introduction

The structure of Velume [ is as

Soll

ows:
the macro-economic per-
Sformance of the Antillean
econonmy;

the current situation in the
maritime sector of all five
islands;

the external analysis with
respect  to  cruising  and
container shipping;

a detailed description of the
policy scenarios for the five
different islands;

the quantitative results of
the formulated policy sce-
HArios;

conclusions and  recom-
mendations.

After this introductory chapter, the structure of Volume I is as fol-

lows:

— the macro-economic performance of the Antillean economy is
analysed in Chaprer I1. This chapter provides a framework for the
analysis of the maritime sector. In the course of the field research
it appeared necessary to have a general framework for reference.
During the analysis of the available information and the evalua-
tion of policy scenarios this impression was confirmed: a large
number of maritime problems cannot be solved without taking the
general economic structure and situation into consideration;

— the current situation in the maritime sector of all five islands of
the Netherlands Antilles will be deseribed in Chapter I1I;

= Chapter IV contains a summary of the results and conclusions of
the external analysis with respect to cruising and container
shipping. As indicated, the external analysis and its results are
presented in-depth in Volume I1 *Cruise and Container Markets ",

— Chapters V 1o IX provide a detailed description of the policy
scenarios for the five different islands of the Netherlands An-
tilles. The scenarios are developed on the basis of the macro-
economic analysis of the Netherlands Antilles, the internal analy-
sis of the maritime sector and the external analysis of the Carib-
bean region;

- Chapter X presents the quantitative results of the formulated
policy scenarios, namely their resulting economic impact. On the
basis of their economic impact the scenarios are evaluated; then
the preferred scenarios for the different islands are chosen;

— furthermore, conclusions and recommendations for the imple-
mentation of the preferred scenarios will be formulated in Chapter
Al Mainly by means of a so-called policy matrix. For each policy
objective, it contains recommendations, required actions, respon-
sibilities, and priorities (top, high, moderate and low).

The main body of the report is preceded by an Executive Summary. In
addition to the main body of the Final Report a number of Annexes

are included:

— Annex A contains a list of the Key Players, both in and outside the
Netherlands Antilles, with whom Strategic mierviews were held.
The composition of the Steering Committee and the Preparatory
Committees is also listed:

— Annex B provides an overview of the methodology applied for this
project;

— Annex C presents some additional Figures concerning Chapter 11
of the report;

© Policy Research Corporation N.V. -7-
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— Annex D outlines alternatives for the organisation of the ships’
register of the Netherlands Antilles;

— Annex E deals with the topic of inter-island shipping;

— Annex F, finally, gives the references of the literature and statisti-
cal sources used.

The text boxes serve as a guide The text boxes in the margin of the report contain the “thread’ of the
to the reader.

presented information, and serve as a guide to the reader.

© Policy Research Corporation N.V.
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IL.

IL.1.

The Netherlands Antilles is a
Sive-island country in the Carib-
bean. It consists of Curagao,
Bonaire, Sint Maarten, Statia
and Saba. Curacao is the main
island.

The Netherlands Antilles have
Sew natwral resources. Ol re-
Sining and tourism impose pres-
sure on ity ecosystems.

MACRO-ECONOMIC PERFORMANCE OF THE
NETHERLANDS ANTILLES

GENERAL OVERVIEW

The Netherlands Antilles is a five-island country within the Dutch
realm!. It is organised around two hubs in the north-eastern and
southern Caribbean, separated by about 850 kilometres. The Wind-
ward islands, east of Puerto Rico, consist of Sint Maarten2, Saba and
Statia; the Leewards, situated to the north of Venezuela, are made up
of Curagao and Bonaire. The total land area of the Antilles is 800
square kilometres and average temperatures on the islands approach
30 °C all year round. The population is about 207 000 and is growing
at a moderate rate3. The greater part of the Antillean people reside on
Curagao, as can be seen on Figure [I.1. The official language is

Dutch. Papiamentu, English and Spanish are widely spoken.

The islands of the federation have few natural resources at their dis-
posal. Only 8 percent of the land is arable. Moreover, from July to
October the Windward islands are subject to hurricanes. Tourism,
combined with the burden of oil refining and high population den-
sity4, puts pressure on the fragile ecosystems on which the islands are
based. The country has been slow in developing an environmental
awareness and damage has already been inflicted.

I Aruba left the Netherlands Antilles on January 1, 1986 to obtain autonomy
(*status aparte’) within the Kingdom of the Netherlands.

2 Sint Maarten shares one island with the French territory of St. Martin,

3 2s percent a year in 1995 (source : Central Bureau of Statistics).

4 341 persons per square kilometre on Curagao and 1 134 on Sint Maarten. For the
Netherlands Antilles as a whole, the figure is 259 (source ; CBS).

© Policy Research Corporation N.V. -9
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The level of infrastructure is
relatively  high. lts  sectoral
structure is limited in variation.

In general, the level of physical infrastructural facilities is reasonably
high compared to other countries in the region. In some cases
though5, the infrastructure risks to deteriorate due to heavy utilisa-
tion. The sectoral structure is limited in variation, compared to an
industrialised country (see Table I.4 where an aggregation is made
to nine sectors). Given the relatively small population, the domestic
market cannot but be limited. An immediate consequence of this
situation is that international trade is extremely important if the

economy is to flourish.

Figure I1.1 : Population Shares in 1995 (in percentages)

Statia Saba
1%

1%

Bonaire
T%

St. Maarten

19%

Curagao
72%

Source : Policy Research Corporation N.V., based on Central Bureau of Statistics

The economy of the Netherlands
Antilles is on a downward slope.
The averall picture is quite dis-
mal.

Overall economic performance is on a downward slope, unemploy-
ment and real interest rates are high and chronic budgetary and exter-
nal imbalances exist. The situation is accompanied by a growing
threat of social instability, which results in a quite dismal overall

picture of the Netherlands Antilles economic situation®.

un

Such as roads.

6 Although the five islands are very different as to economie structure, much of
what will be said about Curagao will determine the overall result. However, when
data is available, justified attention will be given to the other islands.

- 10-

© Policy Research Corporation N.V.

e




Macro-economic Performance of the Netherlands Antilles

In this Chapter the macro-economic performance of the Netherlands

Antilles will be described in general terms7. Seven topics will be dis-

cussed, notably :

I. gross domestic product;
. investments, savings and consumption;

. the public sector;

. the capital market;

2
3
4. the labour market;
5
6. entrepreneurship:
7

. the balance of international payments.

Final inferences will be drawn in Chapter I1.3.
I1.2. THE MACRO-ECONOMY - ENDOWMENTS AND IMPERFECTIONS

11.2.1. GROSS DOMESTIC PRODUCT

There have been signs of a slowdown in total economic achievement
since 1994. Worse still, the evolution of real GDP has turned a peak
as can be seen on Figure [1.2. Furthermore, it follows from Figure
1.3 that the share of Curagao in GDP amounts to some 74 percent
while Bonaire takes up 6 percent. The Windward Islands account for
the remaining 20 percent. Thus, the pace of overall economic activity
of the Antilles is set by the developments on Curagao. This fact is
important when examining figures on the Netherlands Antilles as a

whole.

7 This Chapter draws on several sources : CIA World Factbook, IMF, The World
Bank. Bank of the Netherlands Antilles, Central Bureau of Statistics. Inter-
American Development Bank. Curagao Chamber of Commerce, Dienst Econo-
mische Zaken Nederlandse Antillen, Micro Macro Consultants and Policy Re-
search field investigations.

© Policy Research Corporation N.V. -11-
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Figure I1.2 : Real and nominal GDP (min. NAf), 1987-1996 (1987=100)
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Sowrce : Policy Research Corporation N.V., based on Central Bureau of Stalistics, National Accounts and
Micro Macro Consultants

Figure I1.3 : GDP shares, 1995 (in percentages)

Curagao
T4%

Windward Bonaire
Islands 6%
20%

Source : Policy Research Corporation N.V., based on Central Bureau of Statistics

The negative evolution of real
GDP is caused by economy-
wide imbalances. Nonetheless,
the Netherlands Antilles enjoy a
remarkably high standard of
living.

As will be discussed later in this Chapter, the slowdown is caused by
structural imbalances in more than one segment of the economy. In
addition, the hurricane that struck Sint Maarten in September 1995
caused a downturn in the important local tourism industry. Nonethe-
less, the islands of the Netherlands Antilles enjoy a remarkably high
standard of living compared to the Caribbean as a whole. At a fixed
rate of 1 US$ =1.78 NAf, GDP per head was almost 11 000 US$ in
19968, In Table 11.1 the gap between the Antilles an the rest of the

Caribbean countries is evident. As a result, a cheap production appa-

8 Since May 1987 (source : CBS)

2
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ratus as well as a low price level in the services sector, notably tour-

ism, are impossible.

Table II.1 : GDP per capita in 1994 (USS)

Country

Antigua & Barbuda
Bahamas

Barbados

Belize

Domenica
Domenican Republic
Grenada

Guyana

Haiti

Jamaica

St. Kitts & Nevis

St. Lucia

St. Vincent & Grenada
Suriname

Trinidad & Tobago

Netherlands Antilles

Region

GDP/capita % Neth. Ant.

6970
6770
6 530
2210
2 830
1320
2620

530

250
1420
4760
3450
2120

880
3 700

10 524

1226

66.23
64.33
62.05
21.00
26.89
12.54
24.90

5.04

238
13.49
45.23
32.78
20.14

8.36
35.16

100

Source : Policy Research Corporation N.V., based on The World Bank

11.2.2.

The low level of investment is

caused by two reasons :

~ complex and lengthy ad-
ministrative procedures.

~ aslowing economy.

INVESTMENTS, SAVINGS AND CONSUMPTION

A downturn in investment is one factor in the vicious circle of a

slowing economy. This evolution in gross and net investment is ex-

amined in Table I1.2. Given the limited resources of the country,

there is a strong reliance on foreign investments. Moreover, the An-

tillean incentives framework for new investment involves complex

and lengthy administrative procedures, which are not attractive to

investors and raise the risk of investment. As a result, ‘Projects in the

pipeline’ is a typical phrase among public servants and investors. In

many cases existing plans to invest are only ‘waiting’ to be realised

© Policy Research Corporation N.V.
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at short term9. A solution is to be expected from a Structural Adjust-
ment Programme and ‘Reinventing Government’ (see Chapter
11.2.3.2), which should to induce substantial investments in projects

and activities that are profitable and create employment (see Chapter
3.0,

Table I1.3 demonstrates that the savings are plummeting, preventing

domestic money from being invested.

Table I1.2 : Gross and Net Investment in current prices (mln. NAf), 1988-1993

1988 1989 1990 1991 1992 1993
[R)] Gross Fixed Capital Formation 612.5 7.7 766.5 814.2 8033 790.0
(2) Increase in Stocks 49.3 102.0 65.3 83.9 747 193
(3=(1+H2) Gross Investment 661.8 873.7 831.8 898.1 878.0 809.3
(4) Consumption of Fixed Capital 294.0 3220 330.7 379.6 400.9 471.6
(5)=(3)-(4) Met Investment 367.8 551.7 5011 518.5 4771 33717

Source : Policy Research Corporation N.V., based on Central Bureau of Statistics

Table I1.3 : Savings and Consumption in current prices (mln. NAf), 1988-1993

1988 1989 1990 1991 1992 1993
o Government Final Consumption Expenditure 6927 764.7 834.8 844.7 898.7 1045.0
2) Private Final Consumption Expenditure 1701 1813 1976 2019 2104 2220
(3) Savings 529.7 601.4 424.9 456.9 464.0 304.6
(4)=(1)+(2)+(3) Disposable Income 2924 3179 3236 3321 3466 3569
(3)=(3)/74) Savings Ratio nis .19 013 0.14 013 0.09

Source : Policy Research Corporation N.V., based on Central Bureau of Statistics

Transportation, offshore finance
and tourism are important sec-
tors. In terms of value added
and foreign exchange earnings,
they rank among the highest.

Labour-intensive tourism, particularly on Bonaire and Sint Maarten,
and offshore banking and finance on Curagao!!l, are considered to be
the mainstays of this economy which are closely linked to the outside
world!2. The other important industries are oil refining on Curagao,

petroleum transhipment facilities on Curagao and Bonaire and light

9 See Dienst Economische Zaken (1997), p.23-4.

10 See DEZ (1997), p.4.

Ll Per 31 December 1995 21 176 offshore financial companies were registered with
the Commercial Register in Curagao.

12 See Chapter 11.2.7

-14-
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manufacturing on Curagao!3. Table 114, Table 11.5 and Figure I1.4
investigate the position of the sectors in terms of value added and

foreign exchange earnings.

Table I1.4 : Value Added in the different sectors (mln. NAf), 1993

: :
= g £ H
£ % E % E ow 2 %
z o 2 =
Agneulture, fishing and mining 349 09 146 0.5 152 64 51 07
Manufacturing 2299 6.0 2000 7./ g9 3.7 210 27
Electricity, gas and water 1357 36 1063 38 107 45 187 24
Construction 251.9 6.6 1743 6.2 221 93 555 7.2
Wholesale and retail trade Te84 202 5454 195 2317 ion 1993 25.9
Hotels and restaurants 189.8 50 831 30 206 87 86.1 112
Transport, storage and communication 5071 13.3 3533 126 556 234 98.2 /2.8
Banking, insurance and business services 8717 22¢ 6941 248 68 /55 14008 183
Other services 3701 87 2521 90 218 9.2 962 2.5
lesy  interest banking industry -2273 6.0 1727 6.2 114 48 432 -5.6
(1) Tatal industry 31322 823 22505 S04 20400 85.8 677.7 &8.0
(2) Total governmen G74.6 177 3486 196 337 142 923 120
Source : Policy Research Corporation N. V., based on Central Bureau of Statistics
Table IL5 : Value Added per employee in the different sectors (NAf), 1993
2 w
2 g 2 ?;
£ g z E
z G 2 z
Agriculture, fishing and mining 437343 346793 127 731.1 190299
Manufacturing 2880952 475059.4 74 789.9 783582
Electricity, gas and water 170 050.1 252494.] 89916, 69 776.1
Construction 315 664.2 4140143 185 7143 207 089.6
Hotels and restaurants 237 844.6 197 387.2 173 109.2 3212687
Transport, storage and communication 635 463.7 839 1924 467 226.9 3664179
Banking, insurance and business services 1 092 355.9 | 648 693.6 3092437 525373.1

Source : Policy Research Corporation N. V., based on Central Bureau of Statistics

It follows that the sectors of Transport, storage and communications,
Banking, insurance and business services and Tourism rank among
the highest when considering value added!4. The transport sector

shows its importance by accounting for 13.3 percent of value added

13 Food processing, paint. paper. plastic, soap, vehicle parts. clectronic assembly,
batteries, skin lotion, liqueurs. beer.
14 Refected in the Hotels and restawrants sector,

© Policy Research Corporation N.V. -15-
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and 16.6 percent of foreign exchange earnings in 1993. Moreover, it
shows the second highest value added per employee. This sector will

be treated in great detail further on in this study.

Figure IL.4 : Composition of foreign exchange earnings from the service sector (in percentages)

100%

80%

60% _ M Telecommunication

'@ Refining fee
40% @ Transportation
20% Olnt. Fin. & Bus. Sector;
M Tourism
0% )
1993 1994 1995 1996

Source : Policy Research Corporation N.V., based on Bank of the Netherlands Antilles

11.2.3. THE PUBLIC SECTOR

11.2.3.1. The Nature of the Operation of Government
The public sector operates at a The public sector has a federal structure with two layers. It operates
Central  Government and  an
lsland Government Jevel at a Central Government level and an Island Government level

(‘Eilandraad’ and ‘Bestuurscollege’) with the Island Government of
Curagao in a dominating position. The Netherlands Antilles, formerly
a colony of the Netherlands, achieved autonomy of Government in

1954, but remain an integral part of the Kingdom of the Netherlands.

The economy is more oriented In 1993 the public sector was the third largest contributor to GDP,
towards the public sector than E .
towards free enterprise with a value added share of 17.7 percent and employing about 20

percent of the total active population. Public expenditures jumped
from 34.5 percent in 1990 to 42.3 percent of GDP in 1996 (see Table

C.1 in Annex C) which is a high end average: government is rela-

-16- © Policy Research Corporation N.V.
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11.2.3.2.

The budget deficit and the debt
ratio are increasing but not
altogether disastrous @ 5.1 and
66 percent of GOP in 1996, On
the other hand, the danger of a
snowhalling debt is imminent

A Cgeneral’ Struetural Adjust-
ment Programme (SAP) is pre-
yented by the governments to
remedy this situation.

tively ‘big’ on the Antilles!5. The orientation of the economy seems
to be in favour of public sector activity and is, generally spoken,

weakly orientated towards entrepreneurship.

Beyond its value added contribution, the public sector influences
economic activity by operating as an employer of the last resort.
There are indications that the sector is largely driven by the objective
of providing employment rather than by the demand for services and
efficiency considerations!6, Hence, the sector does not concentrate
on its core activities, such as creating legal and operational frame-
works and stimulating investments.

Public Finance

As for the budgetary situation of the Netherlands Antilles, the evolu-
tion of revenues and expenditures cannot be overlooked. Although
rising, revenues are surpassed by rapidly increasing expenditures. For
1996, this results in a deficit of 204.1 million NAf (see Table C.I in
Annex C), which accounts for 5.1 percent of GDP. This rising —
primarily domestic (see Table I1.6)— debt is another cause of the high

interest rates prevailing on the Antilles.

Moreover, the budget deficit, and as the implicit interest rate on pub-
lic debt are higher than nominal GDP growth. These two facts, com-
bined with a negative primary budget balance mean that the danger
of a snowballing public debt is imminent!7.

The first serious steps towards remedying this situation have been
taken this year via definitive Structural Adjustment Programme
(SAP) for the entire economy. The SAP was drawn up by the Central
Government and the Island Governments, assisted by the IMF. It
covers the IMF programme as well as recent recommendations by

external auditors. As immediate implementation would impair eco-

I5 1n 1996, Sweden had 64.7 %., the United States 33.3 % (source : IMF).

16 Productivity in the public sector rises much more slowly than in private business.
a phenomenon known as *Baumol’s discase’

I7 A snowballing debt feeds itsell in an exponential way when certain conditions
are met, See also Goudswaard (1994), p. 27-30.

© Policy Research Corporation N.V. -17-
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nomic development and social welfare, the programme is being ex-
tended by one year!8. The general recommendations were presented,
by Dutch and Antillean officials, on September 9t 1997 but detailed
policy measures and the path to be followed towards a solution still
have to be designed.

Table IL.6 : Total Public Debt and guarantees (mln. NAf), 1994-1996

Domestic debt
Foreign debt
Total debt
% of GDP
Guarantees

% changes
1994 1995 1996 1995 1996

1899.4 2027.1 2119.1 6.7 4.5
683.7  724.1 662.7 6.0 -8.5
2582.8 2751.2 27818 6.5 1.1
65.3 65.9 66 e it

3240 3995 3917 233 -2.0

Total debt and guarantees 29068 3150.7 3173.5 8.4 0.7

% of GDP

73.5 75.4 75.2 * *

Source : Policy Research Corporation N.V., based on Bank of the Netherlands Antilles

11.2.3.3.

The so-called 'Eilanden Rege-
ling  Nederlandse  Antillen’
(ERNA) determines the financial
Slows between Curagao and the
Central  Government. Up o
1996, Curacao was a net payer
but it will become a net receiver.

Content and Direction of Financial Flows

The responsibilities within the fiscal system lie with the Central
Government as well as with the Island Governments. The Central
Government, however, collects only indirect taxes, whereas the Is-
land Governments collect the direct taxes. In view of the so-called
“Eilanden Regeling Nederlandse Antillen (ERNA)”, 25 percent of the
principal amount of the income and profit taxes collected by Curagao
has to be transferred to the Central Government!?. According to the
same regulation, 50 percent of import/export/transhipment duties,
turnover taxes and excise duties collected in Curagao by the Central
Government has to be transferred to the Island Government of Cura-

¢a020, The result of this arrangement is a net flow from the Island

18 See Verslag vergadering "Ambtelijke Beleidsdialoog™ (10/7/97), p. 1-2.

19 Tax without island surcharge. These surcharges are considered to be additional
income for the islands and a means to diversify indirect tax tariffs in order to at-
tract investors. In practice, each island sets the maximum surcharge on indirect
taxes allowed by the Central Government to cover its budget deficits. The sur-
charges on direct taxes are the same for each island.

20 See ERNA. art 86-7.
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Government of Curagao to the Central Government. The actual pay-
ments will be deferred to next year2!. By levying a General Spending
Tax22 though, income from indirect taxes is likely to increase more
rapidly than direct tax income. Then, the net payments to the Central
Government will be replaced by net incomes for Curagao. The flow
of tax revenue between the islands and the Central Government are

presented in Figure I1.5.

Figure IL5 : Tax distribution between the Central Government and the Island Governments

Central Government —_—

Financial Flow

* »,
N — — P Tax collection
| N
50% indirect taxes | A
| indirect taxes
I N
| \, indirect taxes
25% direct taxes | \
y: | AN
Curagao | ~ Bonaire |4 - Windwards (& <
.' L ) i \ / )
N N~ N
75% direct taxes 100% direct taxes 100% direct taxes
Source : Policy Research Corporation N. V.
' By regulation of the ERNA. a For reasons of budgetary support a Solidarity Fund was installed (see
| Solidarity Fund was installed . . .
.' but never really implemented. Figure 11.6). It is funded by the Governments of the Netherlands An-
il This resulted in an uncovered

Biidget dificit for Bovdive; Sio- tilles (55 percent), the Netherlands (20 percent) and Aruba (25 per-

tia and Saba, cent) with the aim of financing the structural budget deficits of Bon-

aire, Statia and Saba. This regulation was written down in the

ERNA23, but has not been implemented yet24. In 1985 an agreement
. between the three parties was reached, stipulating that, as of 1986,
fixed amounts would be distributed: 14 million NAf to Bonaire and

3.5 million NAf each to Saba and Statia. Because the —structural—

21 See ERNA, art. 88.

22 Asof 1 July 1996. In Dutch it is called ‘Algemene Bestedingsbelasting” (ABB).
It is levied on the import of goods into the Leeward Islands, on the manufacture
of local goods and on certain specific services. See also Chapter [.2.7.

23 See ERNA, art. 110, par. 2-3 and art. 111, par. 1.

24 The draft law has still not been passed because of disagreements on the ratio of
distribution (50/20/25).

© Policy Research Corporation N.V. -19-
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Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

deficits surpassed donations, this situation has so far resulted in a
cumulated uncovered deficit of nearly 46 million NAf.

Taxation accounts for 80 per- A major part of government income on the Antilles consists of taxes.
cent of government income. N 5 - =
Non-tax revenues are important As can be seen on Figure C. 1 (see Annex C), taxation accounts for 80

only for the Central Govern-

it percent of government income, even in Bonaire where grants are re-

duced in favour of tax revenues23. Non-tax revenues are a substantial
income component for the Central Government26, Figure C.2 and
Figure C.3 in Annex C, show Curagao’s dominance with regard to tax

income, in absolute terms as well as per capita.

Figure IL.6 : The Solidarity Fund

The Netherlands
(20 %)

BONAIRE 14 min.

Central Goverriment » Solidarity Fund SABA 3.5 min.
(55 %) STATIA 3.5 min.
Aruba ‘
(25 %)
Source : Policy Research Corporation N. V.
Curagao is @ major contributor Furthermore, some inferences with regard to the redistribution of tax
to the Central Government s tax . ; ;
incorie. income can be drawn from the three figures in Annex C. First, Cura-

cao accounts for the larger part of the Central Government’s tax in-
come; data analysis shows it to be 60 to 70 percent of the Central
Government budget during the last four years. Second, together with
analysis of direct tax income, wage taxation on Curagao and Sint
Maarten has increased. This has led to a higher wage cost (see
Chapter 11.2.4.1).

25 Almost entirely originating from the so-called Solidarity Fund. These grants play
an important role in the composition of the Bonaire budget.
26 Dividends, fees, charges, sales, ...
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There is little room for policy-
making on the Netherlands An-
tilles, although there are some
sources of investment money
apart from official budgets.

11.2.4.

The labour market is rigid and
protected. Without co-operation
between the government on the
one hand and social partners on
the other hand, this situation
will continue.

On the expenditure side, the proportion of personnel costs to current
expenditures was 51 percent in 199627, Interest payments are an im-
portant part as well as spending on goods and services. Current ex-
penditures take up about 90 percent of total outgoing government
money and fixed engagements exist within capital expenditures (see
Table C.1 in Annex C). Consequently, there is bound to be only lim-
ited room for policy-making although there is some. Apart from the
official budget. other sources of investment capital exist28, These are

mostly allocated to specific projects.

THE LABOUR MARKET

The labour market is characterised by a high degree of rigidity and
protection2?. The procedure for granting work and residence permits
to foreigners is lengthy, which hampers the use of foreign labour30.
These complex procedures encourage workers to immigrate and work
illegally. Measures are therefore in place to prevent this illegal im-

migration.

Moreover, labour mobility is low, especially in the Public Sector.
This lack of mobility, together with the shortage of skilled workers
causes a mismatch between supply and demand with regard to la-
bour. Furthermore, a consultative structure of workers and employers
is not part of tradition. However, both parties realise that if some-
thing is to be done about the present situation, co-operation between
workers and employers is essential. This changed attitude is reflected
in the ‘Akucrdo di Amandelweg’, which is an agreement on increased
co-operation reached by the “social partners’ (i.e. workers and em-

ployees) in September 1997.

27 For the Central Government, this figure was as high as 58 percent.
It is striking that subsidies to public companies on Curagao are surprisingly large.
See Bank ol the Netherlands Antilles (1997a), p.95

28 “Het kabinet voor de Nederlandse Antillen’ (KabNA), the European Develop-
ment Fund, the Social Development Fund for the Netherlands Antilles (SofNA),
elc. See DEZ(1997), annex 11, p. 2.

29 The labour market is governed by laws which were introduced following riots in
reaction to lay-offs from the refinery in Curagao in 1969 and 1985.

30 See *Landsverordening toelating en uitzetting’ (PB 1966, 17) and ‘Landsbesluit
Toelating” (PB 1985, 57).

© Policy Research Corporation N.V.
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1.2.4.1.

High wage levels and low pro-
ductivity hamper the competitive
position of the Antillean eco-
Romic seclors.

Labour Costs

In general, wage levels in the Netherlands Antilles are high. The av-
erage wage cost is about 30 000 US$ in the government sector and
15 000 USS$ in the business sector3!, In 1992, the relative unit labour
cost was nearly 14 percent higher than in a highly industrialised
European country like the Netherlands. The Antillean unit labour cost
was 2.3 times lower than in the Netherlands but was offset by the
reduced labour productivity of the Antillean worker. The calculations
in Table I1.7 were carried out using the 1992 exchange rate of |
NAf=1.02 NLG32.

Table I1.7 : Unit Labour Cost Relative to the Netherlands, 1992 (NLG)

labor cost/employee

value added/employee

relative unit labor cost

The Netherlands Antilles The Netherlands Antilles-Netherlands ratio

24 605 56 288 0.44
40 585 105 809 0.38
* * 1.14

Source : Policy Research Corporation N.V., based on National Accounts

Since labour productivity has decreased by 14% over the last five
years33, all of this has an adverse impact on costs. Protective meas-
ures compound the existing problems, In turn, costs are further
driven up in a small market where economies of scale in industrial
sectors are virtually absent. Meanwhile, if other countries focus on
market orientation and liberalisation, Antillean competitiveness with

respect to these issues will decrease year by year.

31 Curagao Chamber of Commerce (1996), p.XXI.

32 These estimates are meant to give only a rough and general idea of the Antillean
situation. The calculated ratio is bound to differ for the sectors and between the
islands.

33 See Inter-American Development Bank (1997), p. 9 and DEZ (1997), p.2.

-22-
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11.2.4.2.

Unemplayment (s high,  but
compared to other Caribbean
countries fairly average. The
overall  participation  rate s
normal.

Employment and Unemployment

Unemployment is problematic on the Netherlands Antilles. In 1992,
it amounted to 15.3% of the labour force (see Table I1.8). Compared

to other Caribbean countries, however, this rate is fairly average(see

Table 11.9). The participation rate is also on average, although the

50.% in Sint Maarten is unusually high34,

Table IL8 : Unemployment on the Netherlands Antilles and its Islands

Netherlands Antilles Bonaire Curacao Saba Statia St. Maarten

Labour force
employed
unemployed
unemployment rate
participation rate

1992
87 756
74 322
13 434

15.3

423

1994 1995 1992 1992 1992
5948 62236 547 867 19 366
5617 54 060 524 817 16 911
331 8176 23 50 2425
5.5 13.1 42 5.8 12.5
41.8 41.1 45.6 45.6 50.2

Source : Policy Research Corporation N.V., based on Central Bureau of Statistics

Table I1.9 : Indicators for some Caribbean Countries, 1994

Population Inflation Unemployment

('000)
Netherlands Antilles *207
Bahamas 273
Barbados 265
Dominican Republic 7600
Haiti 7035
Jamaica 2496
Trinidad/Tobago 1292
Antigua 65
Dominica 71

*=1996, *¥ =995, **% = 1992

(%)

*%2.7
1.3
0.5
14.3
426
35.1
8.5
3.5
1.6

(%)
EEL ] ] 5‘3
15.0
17.1
30,0
*
15.3
18.5
6.7
9.9

Deficit
(% GDP)
*4.6
1.1
1.1
-3.6
-4.2
42
-3.1
-7.0
-12.1

Current Account balance
('000 000 USD)

136.2

-149.8

19.7

-213.0

4.2

-5.4

104.0

-27.9

-20.9

Source : Policy Research Corporation N.V., based on IMF and Central Bureau of Statistics

34 “T'he labour force as a percentage ol the total population.
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Youth and female unemployment
are a problem, especially on
Curagao.

I1.2.5.

I.2.5.1.

Inflation is rising . albeit on a
moderate level. Compared (o

neighbouring  couniries it s

clearly below average.

Although youth unemployment is a problem on Curagao33, incentives
introduced in 1989 to stimulate employment for men and women un-
der twenty-five have not been implemented36. In general, men are
increasingly better off than women; on Curagao the unemployment
rate among women (17 percent) is almost twice as high as among
men. Social problems arise, with many single mothers surviving on a
low income. Naturally, the low employment rate causes a narrow tax
base and a high social security burden. Thus, public finance is being

destabilised even further.

THE CAPITAL MARKET

Inflation

Inflation is on an upward slope on Curagao and the Windwards (see
Figure 11.7), albeit at a moderate level. It seems to be a cost push in-
flation given rising petrol prices, the increase of labour cost and de-

creasing labour productivity as well as international37 effects.

Figure IL7 : Percentage changes in consumer prices, 1985-1995

1985

Curagao windwards Bonaire 12
(=]

Source : Policy Research Corporation N.V., based on Central Bureau of Statistics

35 See Central Bureau of Statistics. p.8.

36 The so-called “Lei di Bion™ Sce "Landsverordening ter invoering van een rege-
ling ter bevordering van de werkgelegenheid van werkzockenden van 18 tot 30
jaar’ (PB 1989, 74).

37 Higher foreign producer and export prices. ( See Chamber of Commerce (1996),
p. 1XX)
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11.2.5.2.

The Central Bank has set a
credit ceiling but has not made
a distinction between consump-
tive and investment credit,

Compared to other Caribbean countries the inflation rate is, with a
few exceptions, clearly below average, as can be inferred from Table
11938,

Monetary Developments

Given the fixed exchange rate of the NA guilder (NAf) to the US
dollar, the cash reserve instrument is the most important monetary
tool in the Antillean economy. Prompted by concern about their for-
eign exchange reserve position, a letter of intent was signed by the
Central Bank, the Central Government and the Island Government of
Curagao on the 9th of May 1996. This confirmed their commitment
to implementing the SAP negotiated with the IMF mission. Because
the targets for monetary policy had not altogether been met by the
end of 1996, the Central Bank decided further to restrain credit
growth. It is the intention of the Bank to continue to urge banks to be
cautious about the extension of credit for consumptive purposes and
to encourage loans for productive purposes3?. Until now, though.
little distinction has been made between consumptive and investment

credit. The credit ceiling continues to be one absolute figure.

The contracting money supply as an indicator of the level of transac-
tions can be attributed to the economic downturn in 199640, Table

1110 presents an overview of the money supply and its components.

38 See The World Bank {1996), p.25. Suriname suffers 587% while St. Vincent has
0.4%.

39 See Bank of the Netherlands Antilles (1997b), p.45

40" See Bank of the Netherlands Antilles (1997b). p.46

© Policy Research Corporation N.V, -25-
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Table I1.10 : The Money Supply and its Components (mIn. NAf), 1994-1996

1994

Coins and notes with the public 196.2
Demand deposits held by the public 815.0
NAf 6718
foreign currency 143.2
Money (M1) 1011.2
Time deposits 3353
Savings 1101.5
Near money 1436.8
Money supply (M2) 2448.0

1995 1996
206.5 191.6
8719 8024
684.8 646.0

187.1 156.4

1078.4  994.0
350.1 400.3
1132.8 1098.5

1482.9 1498.8
2561.3 2492.8

Source : Bank of the Netherlands Antilles

Higher domestic borrowing by
the governmeni has contributed
to upward pressure on nominal
Interest rates.

The aforementioned expansion

higher domestic borrowing by

of the public sector has resulted in

the Government, contributing to up-

ward pressures on nominal interest rates (see Figure I.8) and par-

tially crowding out private sector investment. Curbing the budget

deficit could help to lower interest rates, reduce debt service obliga-

tions and improve the investment climate more vigorous.

Figure I1.8 : Evolution of Interest Rates, 1975-1995 (in percentages)

assssuw

Nominal interest
rate

Real interest rate

14 .

12

10 .

8

6 .

3

24

0 ,

-2 -
-4

wy =1 —_
& & &

1984
1987
1990
1993
1996

Source : Policy Research Corporation N.V., based on IMF

The oligopoly of local banks
makes lending inefficient and
expensive.

The banking sector comprises both offshore and onshore banks. The

latter are trading banks and mortgage banks. An oligopoly of three

local banks in a closed system

results in restricted competition. To-

- 26
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11.2.6.

11.2.6.1.

The Antillean investment context
is neither transparent nor pre-
dictable. This has led 1o a
downturn in foreign investment,
although action has been taken
On Some points.

gether with local customs of granting credit?!, this leads to inefficient
and expensive lending. Finally, the spread on capital cost is recouped

from the client42,

ENTREPRENEURSHIP

The Importance of Foreign Investment

Again, given the fact that the Netherlands Antilles has a small and
open economy, the importance of foreign capital being invested in
the local economy is difficult to underestimate. But, as was men-
tioned before, the investment context on the Antilles is neither trans-
parent nor predictable. This is likely to increase costs, which in turn
will lead to a reduction in both domestic and foreign investment. The
path of the foreign investment curve since the latter half of the previ-
ous decade (see Figure [1.9) clearly shows about the structural prob-

lems of investment in the Antilles.

Figure I1.9 : Evolution of Foreign Investment in current prices (mln. USS), 1976-1994
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Source : Policy Research Corporation N. V., based on IMF

As a result, the Antillean Department of Economic Affairs (Dienst
Economische Zaken, DEZ) conducted an inquiry named °‘Red

41 Trustworthiness and guarantees play a key role in the Antillean banking system.
Moreover a spread between short-term and long-term credit does not exist. Fi-
nally, the transformation margin is high (6 to 8 percent).

42 See Dienst Economische Zaken (1997), p.6
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I1.2.6.2.

Local initiative is restrained due
to the moderate state of educa-
tion. In addition, highly edu-
cated Antilleans do not return to
their country after completing
higher education elsewhere.

Some negative local attitudes
and aversions are hampering
the development of local initia-
tive.

11.2.7.

The balance of payments shows
a large structural trade deficit,
not sufficiently offset by services
or capital account surpluses.

Tape’#3 in 1996 and action was taken on a certain number of points.
These include quick granting of a business licence, a new Residence
Act and faster granting of residence and working permits. Nonethe-
less, it has to be realised that these facilities regarding permits are
only one of the issues considered in an investment decision. The fis-
cal climate, interest rates, cost and education level as well as labour

productivity also play their part44.
Developing Local Initiative

It is deemed to be difficult to stimulate local initiatives for economic
activities due to the state of education on the islands. The primary
school level shows only a moderate record, the second and tertiary
levels are confronted with a significant number of drop-outs. This
leads to a shortage of qualified management personnel and skilled
professionals, in spite of high education expenditures. Also, a signifi-
cant number of highly educated Antilleans do not return to their
home country, but stay in the Netherlands or the United States after

completing a college or university education.

Furthermore, the development of local initiative risks being ham-
pered by some negative attitudes of the Antilleans. The complex
permit procedures are based on a certain aversion to foreigners. Even
more dangerous to local initiative in the long term is the aversion to
rendering services. Another typical Antillean phenomenon is the
‘don’t-say-no’ culture, which might frighten off foreign partners and
investors, because in some cases appointments and confirmations are

not kept.

THE BALANCE OF INTERNATIONAL PAYMENTS

The balance of payments (BOP) for the Netherlands Antilles (see
Table I1.11) economy has been deteriorating. A large trade deficit is
not or not sufficiently being offset by services surpluses. Although

private and official capital is flowing in, the capital account does not

43 A synonym for bureaucracy.
44 The SAP intends to remedy existing problems relating to these issues. Unless it is
made operational, the general framework alone will not suffice.

-28-
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succeed in curbing the current account deficit. This results in a fur-
ther loss of reserves, the import cover45 —a mere 1.5 months— be-

coming dangerously short46.

The structural trade deficit is  The current account almost entirely explains the deterioration of net
cawsed by the scarce natural
resources  of the Netherlands
Antilles.

international reserves. The large merchandise deficit is easily ex-
plained by the nature of the country’s resources. On the Netherlands
Antilles, virtually everything has to be imported, including all en-
ergy47. Almost all consumer and capital goods are imported, with
Venezuela and the United States?8 as major suppliers49. Exports con-

sist largely of oil and oil products from the refinery on Curagao30.

A ban on imports, would however generate an extra, possibly infla-
tionary, demand for domestic goods. But with import penetration5! at
more than 60 percent of GDP and very low import compressibility32,
this is simply impossible. Import restrictions by means of additional
duties and quotas to protect local manufacturing, are in force,
whereas export duties are non-existent33. Under pressure of Southern
Member States of the EU, the European Commission has been re-
viewing the preferential trading status of the Netherlands Antilles
with the EU under the OCT (Overseas Countries and Territories) ar-
rangements34 since 1996. Its view was to impose limits on exports of
rice and sugar. This has resulted in the collapse of the rice and sugar

handling business to a downfall. Finally, it can easily be inferred

43 The ratio of official reserves to imports, expressed in months. Thus, the import
cover indicates how many months a country can pay lor its imports with official
reserves held constant,

46 The international standard is three months,

47 “The main imports into Curagao include food, machinery. transport equipment
and consumer goods,

48 “This must be obvious given an exchange rate pegged to the dollar and the geo-
graphic proximity of the USA.

Trade relations with the USA are governed by the Caribbean Basin Economic
Recovery Expansion Act,

49 US 32%, Venezuela 26% and the Netherlands 11 % of total imports (source :
CIA Factbook "95)

30 See Chamber of Commerce (1996), p. XXI

51 Imports of goods and services as a percentage of GDP or total final demand.

52 The extent to which there are non-essential goods which need not be imported in
times of stress on the balance of payments.

53 On Curagao and Bonaire import duties on products such as bread, beer, tobacco,
cars. petrol, elc vary from 5 to 25.5%. The Leewards have import duties only for
natural gas. See International Bureau of Fiscal Documentation (1997), p.85. and
PB 1975, 219, p.131d-f)

54 The Netherlands Antilles are an associate member of the U
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from Figure II. 10 that the trade balance has shown a deficit since the
latter half of the eighties.

Figure I1.10 : Evolution of Trade (mln. NAf), 1975-1993
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Source : Policy Research Corporation N.V., based on IMF

On the services account, the dropping share of the international fi-
nance and business sector is prominent while tourism on Sint
Maarten is still below the pre-hurricane level of 1995. It is not a co-
incidence with regard to the situation of the BOP that these two sec-
tors are the main generators of foreign exchange. On the basis of the
figures in the balance of payments, transportation is doing well. The
bunker sales of the oil terminal on Statia are booming while ship re-
pair and storage show falling revenues35. These items will be treated

in more detail further in this study.

The capital account shows significant net borrowing activities from
abroad. Deferred amortisation payments to the Dutch government are
the reason of the increased surplus on the official capital balance. As
the exchange rate of the Netherlands Antilles guilder is pegged to the

US dollar, the recent appreciation of the latter against other curren-

55 See Bank of the Netherlands Antilles (1997b). p. 38.
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cies has negatively affected the international competitiveness of the

Antillean economy36,

Table IL.11 : Balance of Payments* (mln. NAf), 1994-1996 (a minus sign denotes an increase in

reserves)
* cash basis
1994 1995 1996
Current account -129.7 -29.9 -424
Goods -1940.2  -2168.3 -2217.9
Exports 428.6 377.1 402.8
Imports 2368.8 25454 2620.7
Services 1945.8 22453 1900.3
Receipts, of which 30023 3491.6 3152.9
Transportation 454.9 557.5 609.6
Travel 1143.2 1004.5 984.9
Int, Fin. & Business 6497 800.3 7129
Investment & labor income 218.2 208.7 239
Expenditures, of which 1056.5 1246.3 1252.6
Travel 364.9 397.2 455.8
Int. Fin. & Business 176.6 200.1 2449
Investment & labor income 112 177.7 128.4
Unilateral Transfers -135.3  -106.9  -106.4
Capital account 2 134.7 322.7
Private capital 26.8 635.3 2133
Official capital -24.8 69.4 109.4
Statistical discrepancies -8.5 3.4 9.1
Change in reserves 136.2  -108.2 92.2
with commercial banks 373 -12.4 14
with Central Bank 98.9 -95.9 78.2

Memorandum Items

Official reserves (excl. gold)
in millions NAG 320.7 416.5 3383
import cover in months 1.6 2.0 1.5

Source : Policy Research Corporation N.V., based on Bank of the Netherlands Antilles

56 The rationale for the fixed exchange rate is questionable from the point of view
of inflation and labour market (in)flexibility. See IMF, World Economic Qutlook
1998,
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In order to improve the balance
of payments, seclors generating
Jforeign exchange should be
stimulated.

IL3.

The economy of the Netherlands
Antilles is in a suboptimal siate.

Many of the problems which
arise are caused by structural
shortcomings. This situation is
reversible.

It is now important to develop,
within the general framework of
a solution, policy recommenda-
tions and a path to be followed.
This study intends to do so for
the maritime sector of the Neth-
erlands Antilles.

From the analysis of the balance of payments it follows that it is im-
portant to stimulate sectors generating foreign exchange. The stimu-
lation of tourism, transportation and finance contributes to an im-
provement in BOP. The fact that these sectors create a substantial
amount of value added makes another case for giving them additional

attention.

CONCLUSIONS

The macro-economic situation of the Netherlands Antilles is critical.
The labour and capital market, the legislative framework, public fi-
nances and the balance of payments are in a suboptimal state. This
has led to a slowdown in economic achievement with unemployment,
insufficient investments, budgetary problems and decreased interna-

tional competitiveness as the main results.

Worse still, many of these problems are caused by structural short-
comings. Solutions must therefore be defined in the framework of a
thorough restructuring of the economy. Given the limited socio-
economic dimensions of the country, a reorganisation should not at

all be impossible: the situation is still reversible.

During the last ten years workers and employers on the one hand and
politicians on the other have held diverging opinions about which key
issues should be focused on in the the economic framework within
the Netherlands Antilles. On September 9, 1997, the aforementioned
general conclusions were accepted and general recommendations
were presented. But this is only a first step. It is of the utmost im-
portance that these conclusions should form the basis of detailed and
practical recommendations concerning each sector of the Antillean
economy. The goal of this study is to work out the policy recommen-
dations and the path to be followed with regard to the maritime sec-
tor of the Netherlands Antilles.

-32-
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To this end, an inspiring mari- The implementation of these policy recommendations by the gov-
time vision, broadly supported, - . N
would help, ernment should be facilitated by drawing up a plan, which includes

an inspiring maritime vision. For this to be realised, the social part-

ners, will more than ever, have to support the plan.
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II1.

IIL.1.

HnL1.1.

This chapter gives an overview
of the maritime sector on the
respective islands of the Neth-
erlands Antilles.

The following subsectors are

distinguished in the quantitative

analysis of the EISY:

- shipping:

—  port-related services:

- shipping agents.

= ship repair:

—  register-related services:

- [free zone:

=~ oil refining. storage and
transhipment.

INTERNAL ANALYSIS: THE MARITIME SECTOR
OF THE NETHERLANDS ANTILLES

INTRODUCTION

SUBSECTORS OF THE MARITIME SECTOR

Chapter 11l describes the current status and significance of the mari-

time sector in the Netherlands Antilles. Moreover, it reflects the

findings of the field research concerning these activities. In this first

paragraph the subsectors distinguished in the Economic Impact Study

(EIS®) are presented. Subsequently, the maritime sector on each of

the islands is outlined on the basis of this subdivision.

In principle, the following subsectors are distinguished in the quan-

titative analysis of the EIS®:

shipping: this subsector consists of actual shipping companies, in
other words companies that own and/or operate ships;

port-related services: this subsector consists of port authorities,
terminal operators and miscellaneous services that are related to
the operation of ports (such as towage. pilotage, supplies, classifi-
cation and loss survey);

shipping agents: this subsector consists of shipping agents. These
companies represent (foreign) shipping lines and operate as cargo
brokers. Furthermore, they provide services to ships calling at
ports in the Netherlands Antilles;

ship repair: this subsector incorporates the Curagao Dry Dock
company (CDM);
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Besides these sub-sectors, some
other maritime activities are
taken into consideration. The
most important of these (s cruise
fourism.

For statistical reasons, a num-
ber of diverse maritime activi-
ties are aggregated into one
sub-sector ‘maritime activities'
for Bonaire and the Windward
islands.

— register-related services: this subsector consists of the services
that are related to the operation of a shipping register (such as in-
spection, trust, law and notary services);

— free zone: this subsector reflects trading activities in the free zone
‘Koningsplein’. Because of its close relation to the port and espe-
cially the container terminal, the free zone is considered as part of
the maritime sector;

— oil refining, storage and transhipment: this subsector consists of
oil refineries and oil storage and transhipment terminals.

These subsectors are explicitly taken into account in the Input-Output
analysis. To this end separate columns have been built into the sys-

tem of Supply & Use tables to represent these subsectors.

Furthermore, cruise tourism is taken into consideration in the EIS®
in an alternative way: this subsector is not represented in the Supply
& Use system by means of a separate row and column because it in-
cludes activities of a range of sectors, such as restaurants, the retail
trade, entertainment and hotels. Nevertheless, the EIS® is able to
quantify their impact of cruise tourism. By means of the closed In-
put-Output analysis which calculates the direct, indirect and induced
effects of the expenditures of cruise tourists on the islands.

The above presented subdivision is the starting point of the analysis,

based on and fully applicable to the situation on Curagao. For the

other islands it is necessary to deviate from this subdivision for a

number of reasons:

— either the distinction between the subsectors is not as clear-cut as
the subdivision suggests;

— the subsector concerned does not exist at the particular island:

— the subsectors concerned were too small, or too few question-
naires were completed in the subsectors statistically to warrant the
inclusion of separate columns.

For Bonaire and the Windward islands a sub-sector ‘Maritime Serv-
ices’ is therefore built into the Supply & Use tables. This sub-sector
is an aggregate of all types of activities in the ports of these islands:
agents, stevedores, port authorities, efc. The limited number of com-
panies and their relatively small scale make it impossible from a sta-

tistical point of view to distinguish more clear-cut subsectors, as was

-36-
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1.2

done for Curagao. In the subsequent paragraphs the sub-sectors on

the different islands are described and, if necessary. clarified. First,

the overall economic significance of the maritime sector is discussed.

CURRENT SIGNIFICANCE OF THE MARITIME SECTOR OF THE
NETHERLANDS ANTILLES

The current economic significance of the maritime sector of the
Netherlands Antilles is presented in Table 1.1,

Table IIL.1 :  Current significance of the maritime sector of the Netherlands Antilles, 1997.

Value added (000 NAf.)

direct  indirect  induced total % GDP
Curacao 146 779 45236 186 822 378837 £12%
Bonaire 27 998 2624 20614 51236 +£19%
Windwards 78391 27122 85 654 191167 +25%
Total 253 168 74982 293090 621 240
Employment
direct  indirect induced roral % empl.
Curagao 2353 570 3247 6170 +£11%
Bonaire 185 81 744 1010 +17%
Windwards 1977 402 2114 4493 + 19%
Total 4515 1 053 6105 11673
Backflow (000 NAf.)
direct  indirect induced total
Curagao 31636 9964 41438 83 038
Bonaire 2874 418 4512 7 804
Windwards 17 081 5832 18 891 41 804
Total 51591 16214 64 841 132 646

Source : Policy Research Corporation N.V.

The maritime sector plays an
essential role in the economic
development of the Netherlands
Antilles. The importance of the
sector (s confirmed by the re-
sults of the EIS®,

The maritime sector is of strategic importance to the five island
economies of the Netherlands Antilles an it plays an essential role in
its economic development. The importance of the sector is confirmed
by the results of the Economic Impact Study (EIS®), The EIS® en-

ables policy makers to evaluate both the direct and indirect economic
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The maritime sector of the Neth-
erlands Antilles accounts for a
total value added of 621 million
NAL Nearly 11 700 jobs depend
on the maritime sector. Moreo-
ver, the maritime sector gener-
ates a total backflow to govern-
ment of 132 million NAS.

IIL.2.

2.1

impact of the sector. These indirect effects consist of the intermediate
purchases made by the sector for its production process. Moreover,
the EIS® is able to determine induced effects as well. These are the
effects of the spending of public and private income generated and

earned in the maritime sector.

The maritime sector of the Netherlands Antilles accounts for a total
value added of 621 million NAf. Nearly 11 700 jobs depend on it. On
Curagao, 11% of total employment is related to the maritime sector.
For the other islands this figure is even higher: 17% for Bonaire and
19% for the Windward islands. The maritime sector generates a total

backflow to all levels of government of over 132 million NAf.

1t will be possible to increase its present economic significance even

more in the future by taking advantage of opportunities in cruise

tourism, fishery and yachting.

THE MARITIME SECTOR OF CURACAO

ECONOMIC SIGNIFICANCE: OVERVIEW

An overview of the maritime sector and its subsectors on Curagao is
provided in Table 111.2 and Table I11.3.

Table IIL.2 : Total economic significance of the maritime sector of Curacao, 1997.

direct indirect induced total %

value added (000 NAf.) 146 779 45236 186822 378837 12%

employment

2353 570 3247 6170 11%

backflow (000 NAf.) 31636 9964 41438 83038

Source : Policy Research Corporation N, V.

-38-
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Table IIL3 :  Subsectors of the maritime sector of Curagao, total effects (direct plus indirect
plus induced) 1997.

Port- Register-  Cruise

Shipping  related  Agents  Dry dock  related  tourism  Free zone  Total

value added (000 NAF.) 18:572

employment 264
backflow (000 NAf.) 3857
% 4.9%

88 230 24 185 122 194 4791 32328 88536 378837
1253 368 2009 81 692 1 503 6170
18 194 5229 27522 1028 7638 19 522 83 038
23.3% 6.4% 32.3% 1.3% 8.5% 23.4%

Source : Policy Research Corporation N.V.

Fhe maritime sector of Curagao
accounts for 12% of the island’s
regional product, and generates
over 6 000 jobs.

The attention devoted to this
sector in terms of government
budget and policy is not in line
with the actual economic im-
portance of the sector,

The maritime sector of Curagao accounts for a total value added of
approximately 380 million Naf. or roughly 12% of the regional prod-
uct of the island!. Moreover, directly and indirectly the sector creates

over 6 000 jobs, or about 11% of the total employment on Curagao.

On the basis of these figures it may be concluded that Curagao’s
maritime sector is of great importance to the island’s economy. The
attention devoted to this sector in terms of government budget and
policy is not in line with its economic importance: at present there is
no department of maritime affairs and consequently no maritime

policy.

In Table I11.3 the economic importance of the various subsectors of
the maritime sector is illustrated:
— the subsector shipping accounts for merely 5% of the total value

added, which reflects the fact that only a few (small) shipping
companies are active;

- port-related activities, the subsector primarily formed by Curagao
Ports Authority (CPA) and Curagao Port Services (CPS), repre-
sent about one quarter of maritime activities;

shipping agents in the port of Willemstad account for some 6% of
the value added of the maritime sector;

I The regional product is the regional equivalent of a country’s Gross Domestic
Product or GDP.
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111.2.2,

Curagan boasts only a few on-
shore  shipping  companies,
which are mainly involved in
inter-island  cargo  shipping
hetween the Leeward islands.

— the importance of the Curagao Dry Dock isobvious: one third of
value added and employment is related to this single company:

— the relatively small economic impact of the ships® register and
activities related to it is striking. The register, and especially the
relationship with the Netherlands in this respect, attracts a lot of
public and government attention. This is caused by the strong
sentiments surrounding the Antillean register, its independent po-
sition within the Kingdom, and the political importance attributed
to the issue. Despite the fact that these activities account for a
marginal 1.3% of total maritime value added, the register is a
centre piece in the political debate (with the Netherlands);

— the expenditures of cruise tourists visiting Curagao add another 32
million or 8.5% to the total of value added:

— because of its dependence on the port, the activities of free zone
‘Koningsplein® are also considered part of the maritime sector.
These activities make up another quarter of the total of value

added.

SUBSECTOR SHIPPING

Curagao (and the Netherlands Antilles in general) only has a few
shipping companies2. These small shipping companies are mainly
involved in local transport of cargoes to, from and between the is-
lands of the Netherlands Antilles. The analysis presented by Policy

Research therefore concentrates on the subject of inter-island ship-

ping.

As there are only a few shipping companies on Curagao, this sub-
sector also includes other deep-sea related activities such as deep-sea
towage, The direct output of this relatively small subsector is 11.9
million NAf3 The merchant shipping companies are basically in-
volved in general cargo and container services to and from the other

islands and some major regional ports.

(%]

In addition to the small onshore shipping companies, some offshore shipping
companies have chosen Curagao as their principal seat of business, mainly for tax
reasons.

3 All values given in this chapter refer to 1997, and are based on the EIS® field
research carried out in May - October 1997.
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I1.2.3.

The subsector port-related ac-
fivities comprise the Cwragae
Ports  Authority.  stevedoring
company Curagao Port Services
and other services such as tow-
age, pilotage, ship classifica-
tion, and loss survev. Intrinsi-
cally, this sector should also
include  bunkering and ship
chandling, but these activities
conld not be included due to a
lack of information on them.

On the basis of its organisation,
the port of Willemsiad can be
characterised as a 'tool port .

Table 111.4 :

SUBSECTOR PORT-RELATED SERVICES

As indicated. the subsector port-related activities mainly consists of
the Curagao Ports Authority (CPA) and Curagao Port Services (CPS).
The economic impact of these two organisations has already been
expressed in terms of their contribution to the value added created by
the maritime sector. However, their central position in the port and its
operations makes their strategic behaviour of even greater impor-

tance to the economy of Curagao.

Among the other services are towage, pilotage, ship classification,
loss-survey and technical consulting. Intrinsically, this sector should
also include bunkering and ship chandling. Because of the very lim-
ited information on these activities, however, it was not possible to
include them. The direct output of the services included is 50.5 mil-
lion NAf. for 1997. The total value added4 generated amounts to al-
most 90 million NA/. Over 1 200 jobs depend on this part of the

maritime sector,

a/ Port organisation

Different forms of port organisation can be discerned on the basis of
the responsibilities of the port’s authority with respect to infrastruc-
ture, superstructure and stevedoring. On the basis of Table [[1.4. the

port of Willemstad can at present be characterised as a “tool port’.

Models of Port Organisation.

Port Authority responsibilities

Port Type

Private port

Landlord port

Tool port
Service port

Infrastructure Superstructure Stevedoring

(cranes)
No No No
Yes No No
Yes Yes No
Yes Yes Yes

Source : Policy Research Corporation, based on R. Saundry & P. Turnbull.

4 Dircet plus indirect plus induced value added.
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The concession agreemeni be-
tween CPA and CPS has created
an indefinite stevedoring mo-
nopoly.

The CPA oversees all nautical
operations and services and
owns the island’s cruise and
container terminals, most quays
and property adjacent to the
port.

Curagao Port Services is a pri-
vate stevedoring company, The
company Is a joint venture
Sformed by the stevedoring com-
panies that traditionally oper-
ated in the port of Willemstad.

Typically, this ‘tool port’ approach involves a (periodical) competi-
tive tendering process between potential private terminal operating
companies, each bidding to lease a specific port facility which also
contains quay-side cranes and sheds. This bidding process aims to
ensure a form of competition, and therefore the alignment of the mi-
cro-economic goals of the operators (profit) and the macro-economic
goals of the government (port authority), namely the efficient supply

of port infrastructure and services for the benefit of the economy.

In the port of Willemstad, the element of tendering, and therefore
competition, has been eliminated by two concession agreements and
four rental agreements between Curagao Ports Authority (CPA) and
Curagao Port Services (CPS). The concession agreement grants the
CPS the sole right to perform all stevedoring services in the port of
Willemstad, now and in the indefinite future (see Chapter IV.). In

principle. the concession agreement is an ‘evergreen’ contract.

b/ Curagao Ports Authority

As indicated, the port of Willemstad is managed by the Curagao Ports
Authority (CPA) as a tool port. The CPA oversees all nautical opera-
tions and services and owns the island’s cruise and container termi-
nals, most quays and property adjacent to the port. It also provides
handling equipment such as gantry cranes or container chassis. Prop-
erty and equipment are leased out to private operators. This is also
the case for the container terminal, for which a concession has been
awarded to ‘Curagao Port Services’. CPA is responsible for major
capital investments to upgrade facilities and services. A more de-
tailed analysis of the role of CPA in the port of Willemstad is pro-
vided in Volume II of this Final Report.

¢/ Curagao Port Services

Curagao Port Services is a private stevedoring company. The com-
pany is a joint venture formed by the stevedoring companies that tra-
ditionally operated in fierce competition with each other in the port
of Willemstad. Due to the small scale of activities in the port, the
situation of fierce competition was (deemed) inefficient and therefore

replaced by the current stevedoring monopoly of CPS.

- 42-
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The most controversial part of
the CPS stevedoring monopoly
concerns the handling of con-
tainerised general cargo. How-
ever, considering the actual
velume and cost structure of the
container operdation, the criti-
cived local container tariffs of
CPS can bear the comparison
with loeal tariffs in other Carib-
hean ports

Moreover, the terminal’s repu-
fation with its main users is
good. A more detailed analysis
of the role of CPS in the port of
Willemstad is provided in Vol-
ume Il af this Final Report.

I11.2.4.

This subsector consists of a
number of shipping agents rep-
resenting international compa-
nies in container, bulk and
cruise shipping. The prosperity
of this subsector is closely re-
lated to the level of activity in
the port.

The concession agreement between CPA and CPS covers stevedoring
activities for all cargo types. The most visible and controversial part
of the agreement, however, concerns the handling of containers at the
Curagao Container Terminal. As the sole stevedore in the port, CPS
has introduced a differentiated pricing system. which is based on the
cross subsidisation of transhipment tariffs by the tariffs for local
containers. The monopoly position and the alleged ‘monopoly pric-
ing strategies of CPS have resulted in persistent resistance against its
position. However, considering the present volume and cost structure
of the container operation, CPS’s local container tariffs can bear
comparison with local tariffs in other Caribbean ports (see Chapter
IV and Volume IT).

Moreover, despite some fierce local opposition against the present
situation, the terminal’s present reputation with its main users is
good. Hourly ship-to-shore output levels compare favourably with
those in most other Caribbean ports. Security is not a major problem
(thefts do not occur) and waiting times have been very limited. Al-
though the port of Willemstad has the potential to become a sub-
regional hub for container transhipment (see Chapter IV), at present
transhipment accounts for only a small fraction of the activities on

the container terminal.

A more detailed analysis of the role of CPS in the port of Willemstad
is provided in Volume II of this Final Report.

SUBSECTOR SHIPPING AGENTS

This subsector consists of three large and a number of smaller com-
panies, each operating for a handful of the large international liner,
bulk. and cruise shipping companies. A number of the agents have a
stake in Curagao Port Services (CPS), the operator of the Willemstad

container terminal.

© Policy Research Corporation N.V.
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The subsector shipping agents
accounts for roughly 7% of the
value added and 6% of the em-
plovment  generated by the
maritime sector.

I1.2.5.

The CDM accounts for nearly
one third of the value added of
the maritime sector, generating
over 2 (1) jobs on the island.

The subsector’s turnover (commissions) is estimated at 13.8 million
NAf. for 1997. The subsector shipping agents accounts for roughly
7% of the value added and 6% of the employment generated by the
maritime sector. The prosperity of this subsector is closely related to
the level of activity in the port: the more ships that call at the port of
Willemstad, the higher their revenues. As a result of this ‘dependent’
position, the future of the agents in Willemstad is largely determined

by factors beyond their own control.

SUBSECTOR SHIP REPAIR

The only company in this sub-sector is the Curagao Dry Dock Com-
pany (Curagao Droogdok Maatschappij, CDM). The economic im-
portance of the Curagao Dry Dock (CDM) is obvious from Table
I11.3. The CDM accounts for nearly one third of the value added of
the maritime sector. In terms of employment the CDM is also a great
asset to the Curagao economy, directly and indirectly generating over
2 000 jobs.

The CDM is a joint-venture company, and is 50% owned by the Is-
land Government of Curagao. The other 50% are owned by Cuban
partners. The joint venture with the Cuban partners was set up on
defensive grounds in order to consolidate the competitive position of
both wharves. Notwithstanding the government’s stake in the dock,
the CDM presently operates on a commercially active and competi-
tive basis. Thus, privatisation is not strictly necessary. The dock is

faced with two main problems:

— the fact that the CDM has no captive market. This problem can
only be solved by a good marketing strategy which decreases the
importance of emergency repairs in the dock’s order book. De-
pendence on emergency repairs has fallen considerably: at pres-
ent, 80% of turnover is generated in planned repairs, based on the
competitive position of the CDM;

— in 1996, under pressure from the Island Government of Curagao
and labour unions, the national government of the Netherlands
Antilles introduced new labour market legislation which hampers
a flexible use of labour and increases the wharf’s costs. The la-
bour market should be therefore restructured by introducing mod-
ern legislation which ensures a more flexible use of labour with-
out excessively compromising the rights of employees.

~44-
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I11.2.6.

The subsector register-related
activities consists of the Ship-
ping Inspectorate of the Neth-
erlands Antilles (SINA) and the
registry-refated services of trust
companie and, law and notary
affices.

Notwithstanding  its  relatively
limited economic significance,

this subsector is the subject of

an animated political  debate
between the Netherlands and the
Netherlands Antilles.

SUBSECTOR REGISTER-RELATED SERVICES

Though the direct output of this subsector is calculated at only 2.7
million NAY., it is distinguished as a separate subsector because of its
political importance. The subsector consists of the Shipping Inspec-
torate of the Netherlands Antilles (SINA) and the registry-related
services of trust companies and law and notary offices. The subsector
currently generates less than a hundred jobs on the island. It needs to
be stressed that the above given output is only indicative, because
registry-related activities could not always be clearly separated from
the total activities of the companies involved. Furthermore, only lim-

ited information was available for the law and notary offices.

As indicated, the ships’ register is the subject of a lengthy political
debate between the Netherlands Antilles and the Netherlands. The
focal point of the discussion is independent position of the Shipping

Inspectorate of the Netherlands Antilles.

Table IIL.5 :  Registration of ships, current situation and comparison with competitors.
Netherlands Antilles Panama Liberia
Activities
Register Registrar of mortgages  Registrar of Ships (public) International Registries Inc.

Bareboat register

Ship Documents
Crew Documents

Radio License

Inspections

SINA Registrar of Ships (public) International Registries Inc.
SINA Registrar of Ships (public) International Registries Inc.
SINA Registrar of Ships (public) International Registries Inc.

Bureau Telecommunication Registrar of Ships (public) International Registries Inc.

SINA Class societies Class societies

Class societies

Source : Policy Research Corporation N. V.

Unlike in some successful ‘open
registry’ countries like Panama
and Liberia, the activities re-
lated to the registration of ships
in the Netherlands Antilles are
not streamlined or integrated.

As indicated in Table IIl.5 a number of aspects are related to the
ships’ register. Unlike in some successful ‘open registry’ countries
like Panama and Liberia, the activities related to the registration of

ships are not all controlled by one organisation. The ships’ register

© Policy Research Corporation N.V.
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11.2.7.

Cruise tourism makes an im-
portant  contribution (o the
Curagao economy.

The building of a mega cruise
terminal on Curagao is a project
worth undertaking. It would
improve its attractiveness as a
port-of-call and make the Deep
Caribbean as a whole more
interesting for cruise lines and
their customers.

itself is the responsibility of the Registrar of Mortgages (Dutch: Hy-
potheekbewaarder). The technical and safety inspections of the reg-
istered ships, as well as the ship and crew documentation, are the re-
sponsibility of the SINA. Moreover, radio licences have to be applied
for at another government service, the Bureau Telecommunication
(Dutch: Bureau Telecommunicatie). In addition, in order to be able to
register a vessel, shipping companies need a local representative or
branch office. These services are rendered by ( a specialised part of)
the financial offshore sector (trust companies) and law and notary
offices. Finally, in order to register, it is necessary to apply for a
‘declaration of nationality” (Dutch: nationaliteitsverklaring), pro-
vided by a local legal court. One of the objectives for the future is to
integrate these services into one window for the shipping companies,

while simplifying some of the legal procedures.

CRUISE TOURISM

About 250 000 passengers and crew members visit Willemstad each
year. The economic impact of their expenditures amounts to 32 mil-
lion NAf. in value added and the creation of 700 jobs on Curagao.
The competitive position of Curagao as a destination and home port

for cruise ships is discussed and evaluated in detail in Chapter IV.

Curagao is considered to be an outstanding port-of-call. Duty-free
shopping, adequate availability of berthing places and the reliability
of sailing schedules are the main strong points in relation to its status.
Passenger reception facilities, on the other hand, leave much to be
desired. The Curagao Ports Authority recently decided to build a new
mega cruise pier on the shoreline west of the St. Anna bay. This pier
will enable the arrival of the largest vessels with a capacity of up to
2 500-3 000 passengers. At present the capacity of arriving vessels is
between 600-900 passengers on average. Both the improved passen-
ger reception facilities and the building of the new pier constitute an
important signal to cruise lines concerning the positive attitude and

ambitions of Curagao with respect to cruise tourism.
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Although it may be excluded
from of the one-week market
from Florida, the development
of home port San Juan may get
Curagao back on the schedules
of the large cruise lines.

Home porting mass marker lines
s not a valid option for Cura-
¢ao.

On Curagao, cruise lines and
airfines working together could
set up home porting initiatives
as da joint project.

When it comes to home porting
Jor  Choutique' lines,  market
credibility does exist with re-
gard to Curagao.

I11.2.8.

Thus, with 90 million NAF. in

value added and the creation of

| 3000 jobs the economic impor-
tance  of the free  zone
‘Koningsplein' is obvious,. The
efforts of the island government
of Curagao aimed at supporting
the further development of the
Sree zone do not reflect this im-
portance.

The distance between Curagao and the Florida ports, combined with
the trend of decreasing cruise duration excludes Curagao from of the
one-week market from Florida home ports. However, the likely con-
gestion in the Florida ports may get the island on itinerary schedules
for 7-day cruises home porting from San Juan, St. Croix or Barbados
instead of Florida. From these home ports cruise ships can reach the

island in a one-week cruise.

As a home port for the mass market lines, Curacao does not offer
competitive advantages in comparison with Miami and San Juan. The
insufficient cost effectiveness of its airlift capacity is a hindrance
factor to Curagao’s becoming a home port for mass cruise tourism.
However, when it comes to home porting for “boutique’ lines3, mar-
ket credibility does exist for Curagao. Selecting the right marketing

efforts and strategies must generate results.

FREE ZONE ‘KONINGSPLEIN’

The activities in the free zone are closely related to the container
(transhipment) function of the port. They involve logistic value
added services on merchandise. which remain outside the domestic
customs area of Curagao. Though the merchandise itself does not
enter the Curagao economy, the logistic services evidently create
value added and employment. The EIS® has calculated that the over-
all economic significance of the free zone in the port translates into
almost 90 million NA/. in value added and over | 500 jobs.

Thus, the economic importance of the free zone ‘Koningsplein® is
clear. The efforts of the island government of Curagao aimed at sup-
porting the further development of the free zone do not reflect this
importance. Notwithstanding the economic importance of the free
zone, decision making on the continued implementation of the rele-
vant fiscal legislation has been dragging on for years. The relevant
legislation to continue the free zone facilities until 2015 was only

extended in December 1997. This caused uncertainty, both for entre-

5 “RBoutigue” lines are (often smaller) cruise lines operating in niche markets.
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111.2.9.

mnr2.9.1.

The ISLA refinery is owned by
the government of the Nether-
lands Antilles, and operated by
the Venezuelan state oil com-
pany PdVSA.

preneurs already located in the free zone, and for potentially inter-
ested parties.
In addition, the competitive position and subsequent growth potential

of the Curagao free zone are negatively influenced by other factors:

— the relatively high freight and container handling rates, while the
number of chassis is not sufficient to meet demand at all times;

~ the relatively high labour costs and low labour productivity;

— the increased competition of large free zones in (regional) hub
ports such as Panama, Kingston, Freeport and Trinidad,. which of-
fer free zone traders both economies of scale and economies of
scope (number of shipping services).

Nevertheless, the occupancy rate has been over 90% since 1990. As a
result, Curinde has decided to develop the first phase of a second free

zone near Hato airport.

MISCELLANEOQUS ACTIVITIES

0il refining, storage and transhipment

On Curagao, this sector comprises the ISLA refinery operated by the
Venezuelan state petroleum company PdVSA. The refinery itself is
owned by the government of the Netherlands Antilles and let to the
PdVSA. The rental agreement was recently renewed to cover another
20-year period. Extensive investments are planned for the refurbish-

ing of the refinery.

The costs for these investments, which are to improve the efficiency
of the plant and increase its capacity, are borne by the PdVSA and
the Antillean government on a 50/50 basis. The refinery, including
upgrades and modifications, remains 100% owned by the govern-
ment. Moreover, investments are necessary in order to meet ever
more demanding environmental and safety standards. The costs of
these investments are borne exclusively by the Antillean government

completely.
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The ISLA refinery is one of the
mainstavs of the Curagao econ-
amy, generating over hall a
billion NAf in value added
Total job creation on Curagao
as a result of the ISLA amounts
to nearfy 8 000,

I1r.2.9.2.

Maritime training & education
on the Netherlands Antilles is
very limited.

Currently, there is no course or
programme exists for the train-
ing of nautical or technical offi-
cers. At preseni, the only course
on Cnracao concerns the train-
ing of ratings or ‘able seamen’.

The refinery is called on by 700 to 800 tankers each year. As such, it
makes an important contribution to the activities in the port. of which
the shipping agents and the port authority are the main beneficiaries.
[t is owing to its impact on the other subsectors that the refinery is
included in the EIS® for the maritime sector.

Notwithstanding its close relation with the port, the refinery is not
included separately in the EIS® calculations. Nevertheless. some
tentative calculations were made, in order to indicate the overall im-
portance of the ISLA for the economy of Curagao. Moreover, the ex-
penditures of the ISLA refinery are included in the EIS® as part of
the turnover of the subsector shipping agents (fees) and the sub-

sector port-related activities (port and handling charges).

Directly and indirectly the refinery generates over half a billion NAf.
in value added. At present, the refinery employs some 1400 people
directly and another 800 through subcontractors. In the coming years
these numbers are expected to decrease. Overall job creation on

Curagao as a result of the ISLA amounts to nearly 8 000,

In conclusion, the activities of the refinery are not included in the
EIS® for the Curagao maritime sector. For Bonaire and the Wind-
ward islands (Statia) oil storage and transhipment activities are in-
cluded.

Training and education

At present, maritime training & education on the Netherlands An-
tilles is very limited. The Curagao nautical school (Zeevaartschool)
offers a one-year course for those wishing to become *able seamen’.
After the course, the graduates need 3 years of practical experience in
order to qualify as ratings or ‘able seamen’. Responsibility for the
school is borne by the Dienst Onderwijs of Curagao. Plans are being
implemented to integrate the nautical school into the general poly-

technic school.

Currently, there is no course or programme for the training of nauti-
cal or technical officers. In the last decade. the interest in maritime
education has been marginal. Moreover, the course suffers from high

absence rates and a high percentage of drop-outs. The graduates of

© Policy Research Corporation N.V.
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111.2.9.3.

Some small-scale fishery activi-
ties exist on Curacao, general-
ing (part-time) employment for
over 300 people. Fishing activi-
ties are mostly limited to the
island s coastal waters.

There is, however, potential for
Sfishery outside the coastal wa-
ters, e.g. fishing for migrating
fish (like wna) in the Atlantic
Ocean.

Moreover, there may be poten-
tial in combining fishery with
tonrism

the course generally end up being employed by the ISLA refinery or
CPS. Only a small number of students end up working aboard a ship.
Nevertheless, there seems to be a considerable demand basis for sea-
farers: e.g. the Coast Guard, towing services, the tourist sector, fish-

ery and local shipping companies.
Fishery

Curacao boasts a considerable fleet (about 250) of small fishing boats
of between 5 and 10 meters, which are built on the island. The fish-
ery sector meets about 50% of local demand. In all, the fishing sector
employs about 140 fishermen full time and another 250 people on a

part-time basis®,

The catch is mostly sold on the beaches of the island, and at a small
fish auction in Caracas Bay. No fish processing takes place on Cura-
¢ao, although this would actually increase the revenue of the sector.
The scale of the sector is far too limited for activities like canning to
be profitable. Other processing activities, such as the bleeding and
cooling (refrigerating) of the catch, are hindered by the limited pro-
duction of ice in fishing ports. The two machines available are not
efficient and break down regularly because of the high temperature of
the water on Curagao. Financial support is needed to solve this prob-

lem.

There is additional potential forfishery outside the coastal waters.
Currently, fishing for migrating fish (like tuna) in the Atlantic Ocean
is an activity fishermen from the Netherlands Antilles are not en-
gaged in. However, there would appear to be potential additional
revenues from tuna fishing for the Leeward islands to generate. In
order to become involved in this market. the Netherlands Antilles
would have to become a member of ICATT, which regulates fishery

on migrating fish in the Atlantic Ocean by setting quotas.

Finally, no links with tourism have been established yet. There may
be potential in offering fishing trips to tourists, and providing more

fresh fish to hotels and restaurants. However, overfishing is a poten-

6 Figures from the report Projectdossier Vissershavens™. LVV-DOW-DEZ (1994).
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tial danger, as a result of the low fish stock in the Caribbean region at
present. The Food and Agriculture Organisation of the United Na-

tions (FAO) expects a shortage, which will result in an increase in

prices.
IIL.3. THE MARITIME SECTOR OF BONAIRE
3.1, EconoMmiC SIGNIFICANCE: OVERVIEW
Only a limited number of sub- An overview of the maritime sector and its subsectors on Bonaire is
sectors are distinguished for : " i i .
Bonaire for statistical reasons. provided in Table II1.6 and Table II1.7. As indicated in the introduc-

tion to this chapter, only a limited number of subsectors are distin-
guished for Bonaire for statistical reasons: the number of observa-

tions is too small to justify a more detailed subdivision.

Table I11.6 :  Total economic significance of the maritime sector of Bonaire, 1997.

direct indirect induced total %
value added (000 NAf) 27998 2624 20614 51236 =19%
employment 185 81 744 1010 =17%

backflow (000 NAf.) 2874 418 4512 7804

Source : Policy Research Corporation N.V.

Table IIL.7 :  Subsectors of the maritime sector of Bonaire, total effects (direct plus indirect
plus induced) 1997.

Maritime  Oil storage & Cruise
services  transhipment  tourism  Total

value added (000 NAT) 9309 41 139 787 51235
employment 224 759 27 1010
backflow (000 NAf.) 1 887 5752 164 7803
% 18.2% 80.3% 1.5%

Source : Policy Research Corporation N.V.
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On Bonaire the most important
maritime activities are oil stor-
age, shipping agencies and ste-
vedoring.

IIL.3.2.

The sub-sector maritime serv-
ices accounts for over 9 million
NAf. in value added. Some 22()
Jobs are related to this sub-
sector, with direct employment
of over 80 people,

The total value added generated by the maritime sector of Bonaire is
calculated at about 50 million NAf, or almost 20% of the island’s
regional product. A large part of this value added consists of the ac-
tivities of the oil storage facility, which is distinguished as a separate
subsector. The other maritime activities are grouped into one sub-

sector.

SUBSECTOR MARITIME SERVICES

This subsector, consisting of shipping agents/stevedores and the pub-
lic Harbour and Port Service, accounts for nearly 10 million NAf in
value added. Some 220 jobs are related to this subsector, with direct
employment of over 80 people. There is one (merchant) shipping
company, which is mainly involved in regular inter-island transport

of containers to and from Curagao and Aruba.

a/ Port of Kralendijk

The port of Kralendijk is a small multipurpose port. The port infra-
structure comprises three piers:

— the North pier is used mainly by small vessels, two tugs and cruise
vessels. The North pier is designated for cruise vessels;

— the middle pier is a ro/ro pier which is hardly used, because of a
construction error: the ramp of the pier is too high to be used by
the ro/ro vessels of the inter-island shipping operators;

— the South pier is the most intensively used pier: it is used for local
ro/ro traffic as well as dry bulk cargoes (mainly rice). Moreover,
cruise vessels over 50 000 DWT have to berth at the South pier.

Table I11.8 presents the number of container movements in the Port
of Kralendijk between 1993 and 1997. Taking into account that all
incoming containers will leave the island again (mostly empty), the
total number of (ro/ro) TEUs handled in the port is around 5 500 on a
yearly basis. This number has been fairly stable over the years. No
sharp increase is expected on account of the growth of the population
and the local economy. Even if tourism takes off in a spectacular way
and the number of containers doubles within the next ten years, no

problems need to be expected.
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No substantial investments are On the basis of these figures, plans for the construction of a new
necessary lo increase the cargo

handling capacity of the port of ~ container terminal outside the port of Kralendijk cannot be justified,
Nratenagk also taking into consideration that Bonaire cannot expect to attract
any container transhipment. Moreover, the rice imports and exports
are expected to be severely reduced as a result of the review of the
EU-OCT arrangement. At the moment the number of rice ships call-
ing at the port has dropped from 12 to merely one per month. As a
result, the utilisation and congestion of the South pier have de-

creased.

Table I11.8 :  Port of Kralendijk, number of imported containers (1993-1997),

Number
20 ft 40 ft TEU
1993* 1086 855 2796
1994 1130 847 2824
1995 1191 1012 3215
1996 954 876 2706
1997 931 919 2769
*estimate
3500
3000 ____r/\n’__‘
2500 i
2000 ——20 ft
—a—40 fi
1500
. & ——TEU
1000 & = e 4
500
0
1993* 1994 1995 1996 1997

Source : Policy Research Corporation N.V., based on Harbour and Pilotage Service.
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The small shipping agents on
Bonaire are also involved in
other activities, such as steve-
doring and road transport.

Through the Harbowr and Port
Service, the Island Government
is responsible for the manage-
ment, operation and develop-
ment of the port.

b/ Shipping agenis/stevedores

There are a number of shipping agents on Bonaire, with a total esti-
mated turnover of 7.7 million NAf. These agencies are also involved
in stevedoring activities and local road transport. The operation of the
port is characterised by free competition between the incumbent

agents/stevedores.

¢/ Harbour and Pilotage Service

As most of the typical port-related services are performed by the
shipping agents, the port authority or Harbour and Pilotage Service
is the only other entity included in this subsector. Through the Har-
bour and Port Service, the Island Government is responsible for the
management, operation and development of the port. The Harbour
and Pilotage Service consists of two Harbour Masters/pilots, two
ratings and one shore hand. Pilotage, especially of tankers at BOPEC,
takes up most of the available time of the Harbour Master and his
assistant. Consequently, only very little time remains for the man-
agement of the port. And there is no coherent port development plan

while other elementary tasks cannot be performed either.

Pilotage is compulsory. Cruise vessels pay only one third of the nor-
mal pilotage tariff7. Two tugs are available in the port of Kralendijk,
operated by Bonaire Marine Services N.V. Towage is compulsory for

tankers, but optional for other vessels at the discretion of the pilot.

7 If more than five local residents join or leave the vessel at Bonaire.
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I11.3.3.

The large otl storage and tran-
shipment facility operated by
BOPEC is owned by the Vene-
zuelan state company Petroleos
de Venezuela (PdVS4). BOPEC
is the largest emplover on Bon-
aire, while it accounts for ap-
proximately 15% of the island’s
regional product.

I1.3.4.

The economic impact of cruise
tourism on Bonaire is very mod-
est, although there is some po-
tential for further development.

SUBSECTOR OIL REFINING, STORAGE AND TRANSHIPMENT

Bonaire has a large storage and transhipment facility, operated by the
Bonaire Petroleum Company N.V. (BOPEC) and owned by the
Venezuelan state company Petroleos de Venezuela (PdVSA) since
1989. The terminal has a storage capacity of over 10 million barrels
in 23 tanks, while it operates two deep water jetties. Besides simple
storage and transhipment, BOPEC offers other services to its clients,
such as the blending of oil products, bunkering services, limited ship

chandling and the provision and reception of ballast.

BOPEC is the largest generator of value added and employment on
the island: the terminal accounts for over 40 million NAf in direct,
indirect and induced value added, or some 15% of the island’s re-
gional product. The terminal directly employs nearly a hundred peo-
ple. In addition some 600 jobs are created as a result of indirect and

spending effects related to the terminal.

CRUISE TOURISM

The impact of cruise tourism on the island economy of Bonaire is
still very modest: the expenditures of the cruise tourist generate 0.8

million NA/. in value added. and create some 30 jobs on the island.

The cruise ships that call at Bonaire are generally small and on aver-
age, have carried less than 300-400 passengers over the last decade
(see Figure III.1). At present, there is no head tax. The number of
cruise tourists and crew members who visited Bonaire reached a peak
in 1992. The market has been volatile ever since. with about 19 000
visitors in 1997. Moreover, the cruise market is highly seasonal, with
hardly any cruise ships calling at Kralendijk between May and No-

vember.
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Figure ITL.1 :

Cruise vessels and passengers Bonaire (1987-1997).
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A ™ .o T4 | —=1 Passengers
15000 + N\ & -
\ L o0 —p— Pax/vessels
10000 4
+ 200
5000 4= " o+ 100
0 |_I + + + + + + + + + + 0
1987 1988 15989 1990 1991 1992 1993 1994 1995 1996 1997
80
60
20

1987

1988

1989

1991 1992 1993 1994 1995 1996 1997

Source : Policy Research Corporation N.V., based on TCB/Harbour and Pilotage Service Bonaire

In 1997, a small survey was carried out among cruise passengers ar-
riving at the Port of Kralendijk8. The results of the survey give a
good indication of some of the strengths and weaknesses of Bonaire
as a cruise destination. The island tours are a clear asset, because of
the friendliness of the people and Bonaire’s clean and diverse envi-
ronment. On the other hand, the shopping facilities in Kralendijk
leave much to be desired. Moreover, the cruise passengers would like
more variety in restaurants. The fact that Bonaire is a *Divers' Para-
dise’ does not seem to add to the island’s attraction for (generally

older) cruise passengers. The average passenger spent some 45 US$

8 This concerns a small survey conducted by the Tourism Corporation Bonaire
(TCB) among passengers of the Statendam.
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I11.4.

Due to the limited scale of the
sector and the low response to
the cost structure questionnaire,
only three subsectors are distin-
guished in the EIS®:

= maritime services;

~ il storage & transhipment;
= cruise tourism.

on the island. A large number of respondents indicated that they

would like to visit Bonaire again for a longer vacation.

Moreover, in 1997 a SWOT analysis was performed with respect to
Bonaire’s position in the cruise market?. It confirmed the results of
the aforementioned survey and brought some additional information
to the fore thought. As one of the Leeward islands situated in the
Deep Caribbean (see Volume II of this Final Report), the geographic
position of the island is a constraint on its growth as a cruise destina-
tion. The lack of co-ordination in approaching the cruise lines is an-
other weakness. There are major opportunities in participating in re-
gional efforts to attract cruise ships, e.g. in the Southern Caribbean
Group. In this respect, it would be useful to bring all existing initia-
tives together in a master plan for the development of cruise tourism
on Bonaire. Moreover, where these are not available, new human and

budgetary resources will have to be tapped.

THE MARITIME SECTOR OF THE WINDWARD ISLANDS

For the Input-Output analysis, all shipping and port-related activities
of the Windward islands have been aggregated into one combined
maritime services subsector. First of all, this was done because of the
lack of information on which to estimate separate input-output tables
for the three islands. Therefore, one table was estimated by combin-
ing row and column structure information from Curagao with spe-
cific knowledge about the Windward islands’ economy. Secondly,
only three subsectors are distinguished because of the limited size of
the maritime sector and the limited availability of data at the subsec-

tor level.

9 The SWOT analysis was commissioned to Strategic Decisions Inc. by the Tour-
ism Corporation Bonaire (TCB).
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mi4.1.

ECcONOMIC SIGNIFICANCE: OVERVIEW

Table IIL9: Total economic significance of the maritime sector of the Windward islands,

1997.

direct indirect induced total %

value added (000 NAf.) 78391 27122 85653 191166 =25%

employment

1978 402 2115 4494 =19%

backflow (000 NAT) 17081 5832 18890 41803

Source : Policy Research Corporation N.V.

Table 11110 : Subsectors of the maritime sector of the Windward islands, total effects (direct
plus indirect plus induced) 1997.

Maritime Cruise  Oil storage &
services tourism  transhipment  Total

value added (000 NAT.) 29 258 157 397 4511 191 166
employment 582 3602 310 4 494
backflow (000 NAT) 6150 34 661 992 41 803
% 15.3% 82.3% 2.4%

Sowrce : Policy Research Corporation N.V.

The total value added for the
maritime sector of the Wind-
ward islands is calcwlated at
185 million NAf. or one quarter
of the joint regional product of
the three istands. Moreover, the
sector generates a total of over
4000 jobs.

The total value added for the maritime sector of the Windward is-
lands is calculated at 191 million NAf. or one quarter of the joint re-
gional product of the three islands. Moreover, the sector generates a
total of nearly 4 500 jobs. The three subsectors of the maritime sector

that have been distinguished for the Windward islands are:

— maritime services, which consist of a combination of the port
authorities of the three islands, stevedoring companies and ship-
ping agents. As a result of the relative position of the Port of
Philipsburg, this subsector is dominated by companies from Sint
Maarten. This subsector accounts for 15% of the value added cre-
ated in the maritime sector;

— cruise tourism. As was the case for Curagao and Bonaire the eco-
nomic significance of this subsector is determined on the basis of
the spending impact generated by cruise tourists. Clearly, this
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IIL5.

Hrs.1.

The subsector maritime services
of the Windward islands com-
prises port authorities, shipping
agents and stevedoring compa-
nies, Together they generate
nearly 30 million NAf in value
added, mostly on Sint Maarten,

The port of Philipsburg is oper-
ated by the public Sint Maarten
Ports  Authoritv. The capacity
and facilities of the port were
severely damaged by hurricane
Luis in 1995, So far, most of the
damage has not been repaired.

Plans to upgrade both the cargo
handling and passenger recep-
tion facilities are currently in
the process of being executed. A
more detailed analvsis of the
port of Philipsburg is presented
in Volume Il aof this Final Re-
part,

subsector mainly concerns the impact on the island of Sint
Maarten;

— oil storage & transhipment. This sector only comprises the Statia
Oil Terminal on Statia. It accounts for 2.4% of the maritime sec-
tor’s value added, and generates over 300 jobs on Statia.

No or insufficient information was available to make statistically
warranted estimates about other activities such as yachting & mari-

nas, maritime tourism (yachting, diving), and ship repair.

THE MARITIME SECTOR OF SINT MAARTEN

SUBSECTOR MARITIME SERVICES

No shipping companies are established on Sint Maarten. The sub-
sector therefore consists of the port authorities of the three islands,
stevedoring companies and shipping agents. This subsector accounts

for nearly 30 million NA/. in value added, and creates some 600 jobs.

a/ Port of Philipsburg

The port of Philipsburg is owned by the Island Territory of Sint
Maarten. It is managed and operated by the Sint Maarten Ports
Authority (SMPA). The port is managed according to the ‘landlord
port’ model: the infrastructure is owned by the government, while the

only available crane is privately owned by one of the stevedores.

The capacity of the port was severely reduced as a result of the dam-
age caused by hurricane ‘Luis’ in 1995. Only 109 metres of quay can
be utilised for cargo handling, while the pier formerly used by cruise
vessels is no longer operational. Thus, at present no facilities exist for
the reception of cruise vessels. Cruise vessels come to anchor at the
roadstead of Great Bay, while passengers are brought ashore by
means of tenders. Recently, a new tender pier was built in the centre
of Philipsburg. Furthermore, the SMPA’s plans for the construction
of new cruise facilities are being executed: a pier with berthing

places for up to five mega cruise ships is being built.

© Policy Research Corporation N.V.
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I11.5.2.

‘Maritime tourism' is a very
important, if not the most im-
portant, contributor to the re-
gional product of Sint Maarten.
The economic impact of cruise
tourism on the economy of Sint
Maarten is enormous: the ex-
penditures of cruise fourist re-
sult in a value added of nearly
160 million NAf. and over 3 500
jobs on the island.

In addition to the cruise pier, a new multi-purpose terminal is in-
cluded in the construction plans as well. A more detailed analysis of

the port of Philipsburg is presented in Volume II of this Final Report.

b/ Shipping agents/stevedores

The island of Sint Maarten boasts four cargo shipping agents with a
total estimated turnover of 5.6 million NAf. Two agents are also in-
volved in stevedoring. A third agent is a cruise line specialist, but

also performs other activities such as running a travel agency.

As most of the typical port-related services are performed by the
shipping agents/stevedores, the SMPA is the only other entity in this

subsector.

There are no activities related to the registration of ships on Sint
Maarten. These services are only performed on Curagao. Sint
Maarten also has a dry dock and some repair yards for yachts and
other small boats. Because of insufficient data, these activities have

not been included in the analysis.

CRUISE TOURISM

‘Maritime tourism’ is a very important, if not the most important
contributor to the regional product of Sint Maarten. It consists of
cruise tourism and activities related to sightseeing, yachting, marinas

and diving.

Cruise tourism is the most important component. In 1996, 473 size-
able vessels brought nearly one million passengers and crew mem-
bers to the island. This indicates a firm recovery from the decline in
1995, caused by hurricane ‘Luis’. The economic impact of cruise
tourism on the economy of Sint Maarten is enormous: the expendi-
tures of cruise tourists result in a value added of nearly 160 million
NAf. and over 3 500 jobs on the island.

The other component of this subsector consists of yacht rentals, ma-
rinas, diving companies, etc. Obviously, ‘Luis’ also caused consider-

able damage to the island’s marina facilities. Because only very few
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1L.6.

On Statia the most important
maritime activity is oil storage.

Considering the small volumes
of cargo and passengers, it iy
not necessary to invest in port
infrastructure which would al-
low larger vessels to call at
Oranjestad,

companies responded to the cost structure questionnaire, however, no
statistically warranted analysis of this type of activity can be made.
The economic significance of this subsector could therefore not be
established.

THE MARITIME SECTOR OF STATIA

For the economic analysis, the maritime activities of Statia are ag-
gregated into a combined maritime sector for the Windward islands,
see Chapter I1I.4. These activities include the port authority, a few
small shipping agents, a relatively large oil storage and transhipment

terminal, and some maritime tourism.

a/ Port of Oranjestad

The port, airport, and oil terminal are considered to be the corner
stones of the Statia economy. As hardly any manufacturing activities
are found on the island, the cargo handled in the port mainly con-
cerns imports for consumption on the island. The island’s supplies
are provided on a regular basis from Sint Maarten, St. Thomas and
Puerto Rico by means of ro/ro containers. The quality and capacity of
the port is sufficient to meet the island’s cargo transportation needs

now and in the foreseeable future.

At present, the island population numbers 2 500, as opposed to over
12 000 in the past. In 1996, the total number of incoming (ro/ro)
containers on Statia equalled 223 TEU, or about a hundred 40ft ro/ro
containers. The current storage area (almost 6 000 m?) of the port can
accommodate nearly 200 of these containers. Furthermore, there is
no congestion at the pier. Considering the small volumes of cargo
and passengers, it is not necessary to invest in port infrastructure

which would enable larger vessels to call at Oranjestad.

The port of Oranjestad lacks even the most basic facilities to accom-
modate yachts: there are no berthing places, no sanitary facilities, no
shops (for provisions), no harbour-front restaurants, erc. In the recent
past, some tentative plans were put forward to upgrade the port. in-

cluding the construction of a marina.
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The Statia Qil Terminal has a
storage capacity of 16 million
barrels. The SOT is the largest
emplayer on the island, with
over 200 direct and subcon-
tracted employees.

Currently, only a handful of
small fishing boats from Saba
and Statia operate on the Saba
Bank, generating employment
for two dozen fishermen.

The potential of the Saba Bank
is very considerablel. If the
newly  introduced  Economic
Fishery Zone can effectively be
protected from illegal fishing,
the Saba Bank will generate
over a hundred jobs on Saba
and Statia in due course.

b/ Harbour service

The Island Government is responsible for the management, operation
and development of the port. In addition, the harbour master also
functions as a pilot. Administrative and other executive tasks are per-
formed by the harbour service or port authority. These mainly con-
cern the collection of harbour fees and the administration of cargo

movements in the port.

¢/ Statia Oil Terminal

The Statia Oil Terminal has a storage capacity of 16 million barrels.
Besides oil storage and transhipment, the Statia Oil Terminal (SOT)
performs some refining activities, while it also provides bunkers and
white oil products to ships calling at the terminal. It employs about
200 people directly and through subcontractors. Evidently, the ex-
penditures made by these workers and their families have a signifi-
cant impact on the economy of the island: the SOT accounts for a
total value added of 4.5 million NA/. and indirectly generates another
110 jobs. The Statia Oil Terminal is permitted to perform pilotage

and towing services for ships mooring at their jetty and buoys.

d/ Fishery

Currently, only a handful of fishing boats from Saba and Statia oper-
ate on the Saba Bank. Most of the fish on the Saba Bank is caught by
foreign fishing boats, to such an extent that the fish stock is danger-
ously low. In 1993, the Dutch government introduced an ‘Economic
Fishery Zone of the Netherlands Antilles and Aruba’ including the
Saba Bank. In this zone, fishery is subject to a system of permits. A
large number of foreign requests for permits were filed. However, in
order to protect the fish stock and to support the Antillean fishing
sector, these requests will be denied. This legislation will have to be

enforced by the Coast Guard.

The economic potential of the Saba Bank is significant. If the stock is
brought to and maintained at a healthy and sustainable level, the Saba
Bank could generate 1 000 to 1 500 tons of fish each year. In an ideal
situation the Saba Bank could provide jobs for over a hundred people

on Saba and Statia.
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HL7.

On Saba, the most important
economic activity is  (niche)
tourism, There is hardly any
maritime activity on the island,

Port and terminal management
are the responsibility of the
Island Territory.

The current port infrastructure
hampers the development  of
{maritime) tourism on Saba.

THE MARITIME SECTOR OF SABA

For the EIS® analysis, the maritime activities of Saba have been ag-
gregated into a combined maritime sector for the Windward islands,
see Chapter [I1.4. At present, there is hardly any maritime activity on
the island. Existing activities include the port authority, a part-time
shipping agent, some maritime tourism and fishery. Due to a lack of
information only the Saba Port Authority is included in the quantita-
tive part of the EIS®.

a/ Port of Fort Bay

Port and terminal management are the responsibility of the Island
Territory. As hardly any manufacturing activities are found on the
island, the cargo handled in the port mainly concerns imports for
consumption on the island. The island’s supplies are provided by
small conventional cargo vessels, ¢.g. a biweekly service from Puerto
Rico (ro/ro containers). Moreover, the port is used by stone barges of
the BBW quarry and oil product tankers delivering petrol and diesel
fuel for the power plant. The owner of the local supermarket is the

only (part-time) shipping agent on the island.

b/ (Maritime) tourism

Tourism is a vital industry for the economy of Saba and despite calls
for diversification, it is the only realistic and sustainable option for
the island. Nevertheless, the Island Government has chosen a path of
selective tourism development. This strategy is laid down in the
‘Integrated Tourism Development Masterplan’. The number of tour-
ists is consciously limited, while only sustainable activities are pro-
moted (e.g. diving, hiking, eco-tourism). Moreover, the present port
infrastructure hampers the development of (maritime) tourism on
Saba.

Maritime tourism has three main components on Saba:

— passengers of yachts and small cruise vessels (mainly windjam-
mers) calling at the port;

— day trippers visiting the island by ferry!l. Each day approximately
50 day trippers visit the island;

10 The Edge and the Voyager | call at the port on a regular basis.
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The majority of the day trippers
visiting the island come in by
ferries from Sint Maarten and
other neighbouring islands.

Plans to develop a marina on
Saba are hindered by the fact
that a suitable location is hard
to find, while the development
costs are expected to be high.

— divers visiting the Marine Park (3 500-5 000 a year). The island
has three dive shops. The Marine Park is self-supporting, levying
a 3 US$ dive tax and a fee for the Marine Park mooring facility.

Two thirds of the day trippers visiting the island come by sea, mainly
on two ferries. The number of cruise ship calls have going down for
some years, largely as a result of increased competition by alternative
destinations. In order to facilitate visits to Saba by these ferries and
cruise vessels (windjammers), a single-point mooring buoy has been
installed.

Only a very limited number of stay-over tourists arrive by sea and
actually stay ashore. Most of them live aboard the dive boats, which
are provisioned in Sint Maarten. At present, their impact on the is-
land’s economy is very limited, and can therefore not justify large

investments on their behalf.

Plans exist to develop a marina on the island. Because of the heavy
swell it is very difficult to find a suitable location. A relatively large
breakwater would be required to protect the marina and make it ac-
cessible all year round. The European Union has already granted
support of 5 million Naf. which is however not enough to cover the
costs. Therefore this project has been put on hold for an indefinite

period.

There has been a strong increase in the number of yacht calls since
1990, to about 600 in 1995, even despite hurricane Luis. These
yachts mostly come from the French side of Sint Maarten, where a
well developed charter market exists (over 350 boats in 1995). How-
ever, because of the lack of facilities and entertainment in the port,
the economic impact of these yachts is very limited!!. This situation
has even led to the recommendation of a cap on yacht calls. An alter-
native would be to provide the yacht passengers with more possibili-
ties to spend money in the port area.

Il Economic Analysis of the Saba Marine Park report (R. Framheim, 1995).
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Currentlv, only a handful of
small fishing boats from Saba
and Statia operate on the Saba
Bank, generating  emplovment
for two dozen fishermen.

The potential of the Saba Bank
is  very considerable. If the
newly  introduced  Economic
Fishery Zone can effectively be
protected from illegal [fishing,
the Saba Bank will generate
over a hundred jobs on Saba
and Statia in due course.

¢/ Fishery

The situation on Saba with respect to fishery is comparable to that on
Statia. Currently, only six fishing boats of 20-40ft from Saba operate
on the Saba Bank. The potential of the Saba Bank is very consider-
able. If the newly introduced Economic Fishery Zone can effectively
be protected from illegal fishing, the Saba Bank will generate over a
hundred jobs on Saba and Statia in due course. If stock is raised to
and maintained at a healthy and sustainable level. the Saba Bank
could generate 1 000 to 1 500 tons of fish each year. As mentioned
before, the Saba Bank could provide jobs for over a hundred people

on Saba and Statia.

d/ Marine Park

One of the island’s main attractions is the Marine Park, which is vis-
ited by 3 500-5 000 divers each year. However, the multipurpose port
of Saba at Fort Bay apparently is a constraint on the development of
tourism on the island, as it offers no tourist facilities (shops, restau-

rants, sanitary facilities. efc.).

© Policy Research Corporation N.V.
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IV. EXTERNAL ANALYSIS: CONCLUSIONS OF THE
CARIBBEAN PORTS SCAN

The following text is a summary, taken from the Economic Impact
Study (EIS®) for the Maritime Sector of the Netherlands Antilles -

Volume II: Cruise and Container markets.

| IV.1. THE CRUISE LINE INDUSTRY
Iv.1.1. TRENDS AND STRUCTURAL CHANGES IN THE CRUISE INDUSTRY
DURING THE PAST DECADE
i.
| The cruise industry is one of the The cruise industry is one of the fastest growing segments in the lei-
| Jastest growing segments in the d s : 5 5 ;
| leisure industry. sure industry. In addition, it has become greatly diversified in the

past decade. New destinations, itineraries and cruise durations are
emerging world wide, order books are filled with orders for new
mega ships of innovative design, and prices for cruises have dropped
‘ dramatically. Cruise operators are prospecting for cheaper destina-
tions, often even calling at their own private islands. Others are tap-
| ping new sources of income through the introduction of on-board
advertising systems, thereby offering island entrepreneurs the possi-

bility to promote their services and products.

The main findings regarding the cruise industry’s development in the
past decade are summarised hereafter. Special attention is thereby

paid to the Caribbean.

The cruise industry grows at The cruise industry records a compound annual growth rate of 7.6%
7.6% per annum on average.

per annum.
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6 to 8-day cruises are the most
popular, 2 to 5-day cruises are
growing the fastest.

Newbuildings for the cruise
lines will mainly concern large
vessels.

The Caribbean holds approxi-
mately 50% of the world cruise
market.

The Caribbean market doubled
in volume over the last decade.
It shows promising growth fig-
nres.

The top four destinations are the
Bahamas, the US Virgin Islands
(St.  Thomas), Cozumel and
Puerto Rico (San Juan). Strong
growers are Guadeloupe. Bar-
bados and the Cayman Islands.

At present the 6 to 8-day cruises are the most popular (about 53% of
all cruise passengers). The 2 to 5-day cruise market, however, is the
fastest growing market segment (with a compound annual growth

rate of 10.3%, compared to an overall growth rate of 7.6%).

In total, cruise lines have some 28 newbuildings on order for com-
missioning between 1997-2001. In terms of lower berth capacity,!
more than 50% of the additional capacity will be on board ships of
2 000 or more lower berths; 85% of the extra capacity will be on
ships having 1 500 or more lower berths. These vessels will mainly
serve the Eastern, Western and Southern Caribbean. Although the
Deep Caribbean may receive some of them, it is likely that without
additional passenger receiving facilities, only smaller tonnage will be
transferred to the latter destination.

According to the Caribbean Tourism Organisation, there were 10.6
million passenger visits to Caribbean destinations in 1996. This is
approximately 50% of the world cruise market in terms of passenger
visits. It is estimated that about 90% of the cruise passengers in the
Caribbean are North Americans.

The Caribbean market grew by a little over 100% in the 1986-1996
period, from some 5.3 million passengers to 10.6 million. This is
translated into a compound annual growth rate of 7.2%. Annual
growth rates in the first half of this ten-year period were significantly
higher than those recorded after 1992. In fact, the Caribbean wit-
nessed a decline in growth between 1993 and 1995. For 1996, how-
ever, a growth rate of 11% was recorded. The growth figures for
1997 are also promising, with passenger visits in some destinations

increasing by 10 to 20% in the first half of the year.

The four largest Caribbean destinations in terms of passenger visits
are the Bahamas, the US Virgin Islands (St. Thomas), Cozumel and
Puerto Rico (San Juan). In 1996, each of these destinations received
over 980 000 passengers. The first two, however, show growth rates

below the Caribbean average, and have therefore lost market share.

1 A berth is a bed on a boat.
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In recent years itineraries have
shifted from Eastern to Western
Caribbean destinations.

The Deep Caribbean is the
smallest  segment and  shows
only moderate growth figures.

Home port San Juan has cata-
lysed the growth in the Eastern
and Southern Caribbean.

San Juan is ready to take over
fram congested Florida East
Coast home ports.

Polarisation into a mass market
and niche markets is likely if
overcrowding continues.

Strong growers, on the other hand, are Guadeloupe, Barbados,

Cozumel and the Cayman Islands.

The Eastern Caribbean caters for most of the Caribbean passenger
visits. Its growth rate, however, is below the Caribbean average.
Strongly growing segments are the Western and Southern Caribbean.
Hurricane damage to Eastern Caribbean ports, as well as the fact that
repeat passengers demand new itineraries, may have contributed to
the shift in recent years from Eastern to Western Caribbean destina-

tions.

The Deep Caribbean is the smallest segment. In addition, it registers
only moderate growth rates. With a compound annual growth rate of

merely 1.2%, only the Bahamas segment grows more slowly.

The development of home-porting activities in San Juan has played a
significant role in the growth of the Eastern and Southern, and to a
lesser extent the Deep Caribbean market segment. In 1993, some
85% of the passengers for the Eastern Caribbean already home ported

from San Juan.

If the passenger growth forecasts for the region are confirmed, the
level of port congestion is likely to increase (in home ports as well as
in regular ports-of-call). In addition, ports will have to cope with a
growing number of cruise ships carrying over 2 000 passengers. This
concentration of passengers will add to congestion. In order to top off
the congestion peaks, especially in the main home ports such as Mi-
ami and Fort Lauderdale at weekends, new home ports are being de-
veloped. At present San Juan is first in line as an alternative for the
Florida East Coast home ports. If they set off from these new home
ports, cruise lines would be able to offer more creative itineraries.
Nevertheless, in the next three years cruise lines do not anticipate

great changes in their itineraries.

The overcrowding may push smaller cruise lines out of the more
popular ports, thereby polarising the cruise market into two seg-
ments : the mass market versus niche markets. Cruise lines serving

these niche markets are often referred to as “boutique’ lines.

© Policy Research Corporation N.V. - 69 -



Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

The Caribbean market is con-
trofled by five operators.

An oligopoly of three cruise
lines is emerging,

Private islands, onboard pro-
motion of shops and shore ex-
cursions and demands for lower
port tariffs are elements of a
cruise line's strategy to control
costs and revenues,

The cruise industry wishes o
meet  changing customer de-
mands, for example by offering
holiday packages.

The Caribbean market is served by some 30 different cruise lines.
Five of them control 85% of the market (the largest three accounting
for 70%). The Caribbean cruise industry is thus characterised by a

high level of concentration on the supply side.

The three largest cruise lines serving the Caribbean, Carnival Cruise
Lines, Royal Caribbean International and Princess Cruise Lines are
all in the process of supplementing their fleet with new and larger
ships. As a result, a growing oligopoly is emerging. Those cruise
lines that are consistently adding to their capacity are reaping
economies of scale. Thus, they further strengthen their position,
which will eventually result in outpacing their financially weaker

rivals.

Profit margins are increasingly commanding the cruise business. As a
result, cruise lines not only build larger ships (economies of scale),
they also seek better to control other costs, particularly port costs. In
addition to demanding lower port tariffs, cruise lines are trying to
increase their shore revenue. The concept of “private islands™ fits in
perfectly with their strategy of gaining more control over costs and
revenues. Another source of revenue for cruise lines is the promotion
onboard of shops and shore excursion operators. Profit margins are
also the reason why cruise ships usually leave the port early in the
afternoon. As soon as they are sailing, they are permitted to open

their onboard shops and casinos.

The cruise industry has become highly diversified and reflects the
changing holiday patterns of today’s market. To comply with the
changing demands from their customer base, cruise lines are offering
new products. An example of these are the so-called “holiday pack-
ages”. Tourists are, for example, encouraged to spend a few days in
Florida, with a five-to-seven days cruise thrown in. As a result, the
attraction of home ports themselves becomes greater, since many
passengers choose to spend additional pre- or post-cruise time in or

near the port city.
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Despite  increased competition
and  reduced profitability, «
large b of Caribb
destinations are developing or
planning new cruise facilities.

1V.1.2.

v.1.2.1.

Curagao is considered to be an
oulstanding  port-of-call.  Pas-
senger reception facilities could
still be improved,

Although  threatened  to  be
squeezed  owt of the one-week
market from Florida, the devel-
opnient of home port San Juan
may get Curagao back on the
schedules.

The building of a mega-cruise
terminal on Curagao is a project
worth undertaking. It would
improve ifs attractiveness as a
port-of-call and make the Deep
Caribbean as a whole more
interesting.

It is to be expected that competition between Caribbean destinations
will further increase in the next ten years. Notwithstanding the threats
of substitution and increased rivalry among cruise destinations, a
large number of Caribbean destinations are developing or planning

new cruise facilities.

THE COMPETITIVE POSITION OF CURACAO AND SINT MAARTEN

Curagao

Curagao is considered to be an outstanding port-of-call2. Duty-free
shopping, adequate availability of berthing places and the reliability
of sailing schedules are the main strengths in relation to its status.
Passenger reception facilities on the other hand leave much to be de-

sired.

The distance between Curagao and the Florida ports, combined with
the trend of reducing cruise duration, is setting Curagao out of the
one-week market from Florida home ports. However, the likely con-
gestion in the aforementioned ports may get the island on itinerary
schedules for a 7-day cruise. This is because cruises home porting
from San Juan, St. Croix or Barbados instead of Florida can reach the

island in a one-week cruise.

Curagao, located in the Deep Caribbean, would very much improve
its attractiveness as a port-of-call by building a mega cruise terminal
on the shoreline west of the St. Anna Bay. This is a particularly cru-
cial investment, as an increasing number of larger cruise ships are
expected to be deployed on the Deep Caribbean itineraries. From a
macro-economic point of view, this project is worth undertaking. By
improving its own position, Curagao would at the same time make
the Deep Caribbean region as a whole more attractive. Complemen-
tary in this context are the improvements currently pursued by the
Colombian port of Cartagena. This port too could well be integrated

into a Deep Caribbean itinerary.

2 In 1997, Curagao registered 216 000 cruise passenger visits.
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Home porting mass market lines
is not a valid option for Cura-
can.

On Curagao, cruise lines and
airlines working together could
set up home porting initiatives
as a foint project.

When it comes to home porting
Jor Choutigue’ lines3, market
credibility does exist with re-
gard to Curagao.

Figure IV.1 :

As a home port for the mass market lines, Curagao does not offer
competitive advantages in comparison with Miami and San Juan. The
insufficient cost effectiveness of its airlift capacity is a hindering
factor for Curagao’s becoming a home port for mass cruise tourism.
The development of home porting activities on Curagao is like the
‘Chicken and Egg’ problem: what comes first: the cruise lines or the
necessary airlift capacity and transport infrastructure? One way to
overcome this dilemma is therefore to make the different interests

work together and set up home port initiatives as a joint project.

When it comes to home porting for ‘boutique’ lines, market credibil-
ity does exist for Curagao. Selecting the right marketing efforts and
strategies is bound to yield results, once the mega cruise terminal has
been built.

The contribution of value added by cruise tourism to Curagao’s
economy, with and without the mega cruise pier, is illustrated in
Figure IV.1.4

Contribution of direct and indirect value added by cruise tourism to Curagao’s

economy 1986-2005 (in thousands of USS)
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Source : Policy Research Corporation N.V.

3 Cruise lines serving niche markets.

4 1t should be emphasised that the calculations are made on the basis of conserva-
tive assumptions with respect to the number of passenger visits and spending per
Cruise passenger.
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— Cwracao should build a
mega cruise ship terminal
and wupgrade the Riffort
area;

— an integrated cruise and
tourism promotion plan for
Curagao  should  set  the
Sframework for the future ex-
pansion of the whole leisure
sector;

- a ‘Deep Caribbean Cruise
Fxperience’ programme
should be designed as a
Joint undertaking by differ-
ent islands:

— airlines, cruise lines and the
public sector should work
together to set up home port
initiatives.

The following recommendations are made with regard to Curagao:

— Curagao should build its mega cruise pier. However, as was cor-

rectly put forward at the final workshop, by using the Otrabanda
cruise pier, one of the principal attractions of Curagao, the experi-
ence of entering the Sint Anna bay, is lost. This has to be balanced
by offering first-class passenger reception facilities in an attrac-
tive environment. In other words: the Riffort area urgently needs
to be upgraded:

co-operation should be increased, not only between the Deep
Caribbean ports and interested cruise lines, but also with hotel
groups, tourism organisations, travel agencies, airlines, efc.; ini-
tiatives of the Curagao Tourism Development Board to this end
should therefore be encouraged. In this respect, the initiatives of
the Curagao Cruise Action Group (CCAG) are welcomed; should
be continued and increased. The CCAG itself should be expanded
to include representatives of both the island government and the
private sector;

an integrated cruise and tourism promotion plan for Curagao
should set the framework for the future expansion of the entire
leisure sector. This would involve developing an integrated island
tourism policy and drafting a home port business plan; as part of
the implementation of this policy, additional information should
be collected on cruise passenger satisfaction. Market segmenta-
tion and, consequently, targeted promotional efforts are important
tools when addressing the wishes of new (younger) and different
(more active) categories of cruise tourists;

a ‘Deep Caribbean Cruise Experience’ programme should be de-
signed as a joint undertaking of different ports, offering a niche
line cruise itinerary and thus shifting itineraries away from more
congested market segments, if other ports improve their cruise fa-
cilities and service levels. Existing regional co-operation in the
Southern Caribbean Group should be continued precisely to this
end. Curagao could serve as a home port or port-of-call;

airlines and cruise lines should work together on Curagao; this co-
operation can be stimulated through the co-ordination of air travel
and harbour policies on the Netherlands Antilles.
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v.1.2.2.

Sint Maarten is considered 1o be
an  outstanding  port-of-call.
Passenger reception  facilities
could still be improved. Over-
crowding and over-commercia-
lisation could jeopardise  its
position.

Home porting for mass market
lines is not a valid option for
Sint Maarten.

Although a prervequisite for a
growth in passenger arrivals,
land-side operations may  im-
pede further growth.

Sint Maarten

Sint Maarten is considered to be an outstanding port-of-call. Duty
free shopping, the adequate availability of berthing places and the
reliability of sailing schedules are the main strong points in relation
to its status. In opposition to these three aces, overcrowding, conges-
tion and over-commercialisation are the negative consequences of its
fast growth, both at present and in the future. Moreover, the passen-

ger reception facilities could be improved.

As a home port for the mass market lines, Sint Maarten does not of-

fer competitive advantages in comparison with Miami and San Juan.

Given the substantial contribution of value added to the island econ-
omy (see Figure IV.2), the considerable attention paid to and efforts
invested in the promotion of Sint Maarten for cruise tourism are fully
justified. However, the further growth of passenger volumes may be
impeded by land-side congestion, which has to be addressed with

priority.

Figure IV.2 : Value added contribution by cruise tourism to Sint Maarten’s economy 1986-
2005 (in thousands of USS)

180 000

160 000 —-

140 000

120 000 |

100 000
80000 |
60000
40000
20000

0

1986
1987
1988

1989

improved island
product and
cruise pier

impr(:wed island

~ produet

without upgrading

island product
P — |
|
= -— (s} (34 =+ b b=l g o = = — ~ ” - wy
2 22 3 2322 88888 8 8 8
= T = S = = M & M~ &M

Source : Policy Research Corporation N.V.

74 -

© Policy Research Corporation N.V.




External Analysis: Conclusions of the Caribbean Ports Scan

The following recommendations

are made:

— notwithstanding its expected
positive effects, the con-
struction of the new cruise
pier is not considered a top
prioritv by the cruise lines;
ahermﬂiwﬁ exise;

— on Sint Maarten, passengers
should be ahle to and en-
couraged to fan oul across
the istand or visit neigh-
bouring islands:

— a theme park should be
opened on Sint Maarten;

— airlines, cruise lines and the
public sector should work
together.

Solving the land-side problems
is considered the highest prior-
itv if cruise tourism is to show in
a sustainable development. New
criise  vessel and passenger
reception facilities would fur-
ther add to the attractiveness of
Sint Maarten as a cruise desti-
nation.

The following recommendations are made for Sint Maarten:

— notwithstanding its expected positive effects, the construction of
the new cruise pier is not considered a top priority (by the cruise
lines) for the further development of cruise tourism3;

— in consultation with the cruise lines, the island should address
other problems first to secure the basis for its continued success as
a cruise destination. In brief, the growth of cruise tourism is about
to reach its limits on the island. If no measures are introduced to
improve the ‘product Sint Maarten’, lower growth rates are to be
expected. These expectations are shown by the lower in line in
Figure IV.2: if the problem of congestion and its other issues re-
lated to it are not solved, Sint Maarten could be losing out on over
200 000 additional passengers by 2005:

for instance, priority should be given to solving congestion in the
town of Philipsburg, as well as on the rest of the island, by im-
plementing a traffic plan, providing a wider range of attractions,
and improving the quality of taxi service and guided tours:

— moreover, passengers should also be encouraged to fan out across
the island or to neighbouring islands by multiple means of trans-
port: taxis, buses, boats, efc.:

— on Sint Maarten a theme park for tourists should be opened; the
past of the region and the mix of cultures offer possibilities;

— airlines and cruise lines should work together on Sint Maarten;
this co-operation can be stimulated through co-ordination of the
air travel and harbour policies on the Netherlands Antilles:

If the “product Sint Maarten’ is sufficiently upgraded, the realisation
of the middle growth projections in Figure IV.2can be realised. The
construction of a new cruise pier could add another 100 000 passen-

ger visits.

It should be emphasised that the construction of the new cruise pier is
not rejected, provided that funds are also available to solve the land-
side problems facing the development of cruise tourism on Sint
Maarten. If the congestion problems are not solved and the “product
Sint Maarten’ is not upgraded, this development is not expected to be
sustainable in the long run. Therefore. solving the land-side problems

is considered the highest priority. New cruise vessel and passenger

3 An alternative could be to consider restoring the old pier. while alternative plans
for the development of the port should be considered as well.

© Policy Research Corporation N.V. -75-



Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

Iv.2.
1V.2.1.

Like other regions, the Carib-
bean will eventually be influ-
enced by scale increase and
concentration in logistics and
maritime  transport.  Multi-
lavered (ranshipment networks
will affect its ports. This is ac-
companied by transhipment
SNlows  concentrating on  ad-
vanced and strategically located
terminal facilities.

This  evolution will remodel
trade routes in the Caribbean
and its environment. A transport
pattern will develop with main
ports  feedering  subregional
hubs, feedering to final destina-
tion. Small Caribbean ports will
mainly be served by feeder ves-
sels. Medium-sized ports will be
able to became feeder ports or
subregional hubs, depending on
their marketing strategy.

reception facilities would further add to the attractiveness of Sint

Maarten as a cruise destination.

THE CONTAINER LINE INDUSTRY

CONCLUSIONS AND RECOMMENDATIONS WITH REGARD TO THE
PORT OF WILLEMSTAD

The Caribbean basin does not escape the major mutations that have
globally affected the logistics and maritime transport of general car-
goes in the past decades. It may feel the effects of scale increase and
concentration later than other regions, but these delayed repercus-
sions have the same causes and the same results as elsewhere in the
world. Hence, the development of multi-layered transhipment net-

works too is also bound to affect Caribbean ports.

The establishment of major hubs in the Bahamas and Panama and the
expansion of Kingston’s container terminal clearly demonstrate that
the concept of ‘main hub port’ is here to stay. At the same time the
direction of transhipment flows is changing. They are concentrating
on new and advanced terminal facilities, strategically located in ports
where linkages between East/West and North/South routes are feasi-

ble and can be efficiently organised.

In the Caribbean, the consequences of concentrating the main trade
flows on selected hubs have not yet been fully understood. The in-
evitable scale increases these will entail (in terms of the ship sizes
that will call in the region and the probable growth in transhipment
volumes) will also result in the remodelling of trade routes. The fol-
lowing routes will be affected: intra-Caribbean routes, the routes
between the Caribbean and the United States Gulf, between the Car-
ibbean and Central America and between the Caribbean and the At-
lantic seaboard of South America. This will ultimately give rise to a
maritime transport pattern in which international cargoes are tran-
shipped in main ports, feedered to subregional hubs and again tran-

shipped and feedered to final destination.

=TE
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In the event of container han-
dling overcapacity in the wider
Caribbean region. port dues
and terminal  handling 1ariffs
will be driven down. Multi-
layered  transhipment  and
Jeedering can remedy this.

The container terminal opera-
tions in Willemstad are tailored
te a tool port-concessionaire
relationship  between the Port
Authority (CPA) and the oper-
ating company (CPS). The con-
cession and rental agreements
shaping the relationship do not
provide CPS  with sufficient
Sfinancial incentives or auton-
omy.

Improved operational agree-
ments would further add to ex-
isting idle capacity, unless new
throughput activity was gener-
ated.

In this transport model small Caribbean ports will mainly be served
by feeder vessels whilst medium-sized ports stand gradually to loose
most of their direct calls. Thus either they become feeder ports or
they implement an aggressive marketing strategy with the aim of be-
coming subregional hubs. The main hubs in the wider Caribbean re-
gion have already been identified, but competition for this business
promises to be as fierce as that between the many contenders for a

subregional hub role.

Although established Caribbean ports have registered significant in-
creases in container throughput they have achieved this in spite of
facilities which often fall short of the minimum requirements set by
the shipping lines. This situation may, however, change rapidly with
the commissioning of state-of-the-art container terminals both in the
Caribbean basin itself, Panama and Colombia. If all container termi-
nal development plans at present under consideration are imple-
mented, the future container handling capacity in the wider Carib-
bean region could well become substantially higher than handling
demand. This over-capacity will drive levels of port dues and termi-
nal handling tariffs down. Only the introduction of multi-layered
transhipment and feedering would make it possible to absorb excess
handling capacity as it would substantially increase the total amount

of handling in the various hub and feeder ports.

The container terminal operations in Willemstad are currently tai-
lored to a tool port-concessionaire relationship between the Port
Authority (CPA) and the terminal operating company (CPS) (see Ta-
ble V.3 in Chapter V). The present working framework is set by two
concession agreements and four rental agreements. These and the
crane rental agreement do not provide the terminal operator with suf-
ficient financial incentives to fully utilise available handling capacity
or improve on his operational performance. The terminal operator
lacks the encouragement that would allow him to pursue a more ag-
gressive marketing strategy® and seek to modernise equip-
ment/systems. Even given the current operational context, the termi-

nal has substantial idle capacity. Improved operational arrangements

6 This marketing strategy should be developed in co-operation with the CPA and
the shipping agents.

© Policy Research Corporation N.V.
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At present, the terminal's repu-
tation with its main users is
good. However, if Willemstad
intends to become a subregional
hub, the Curagao's Container
Terminal  performance levels
must be boosted and operational
practices revised. The alterna-
tive is overall decline.

For Willemstad to become a
successful subregional hub, the
Port Authority and the Curagao
Container Terminal need to
carry out a comprehensive plan
of action.

would significantly increase the intrinsic capacity of the terminal
without requiring large new capital investments. They would further

add to idle capacity, unless new throughput activity was generated.

The terminal’s present reputation with its main users is good7, con-
sidering the fact that the efficiency of a terminal is to a large extent
determined by local operating conditions. Hourly ship-to-shore out-
put levels compare favourably with those in most other Caribbean
ports. Security is not a major problem (thefts do not occur) and
waiting times have been limited. Output levels are, nevertheless,
modest when compared to the results obtained by container terminals

in other regions of the world.

If the port of Willemstad, and the Curagao Container Terminal in
particular, intends to broaden its commercial base and become a
subregional hub, performance levels must be boosted and operational
practices revised. It will then be able to cash in on the potential of-
fered by the restructuring of maritime geography (world wide and in
the Caribbean). There is no other alternative, unless both the port
authority and the terminal operator accepted in future declining mar-
ket shares, the disappearance of all container transhipment activity
and the loss of direct call services. The latter is because the ratio of
vessel size to number of exchanges in the port becomes unfavourable

to smaller and medium-sized ports.

For Willemstad to become a successful subregional hub, the Port
Authority and the Curagao Container Terminal will need to carry out
a comprehensive plan of action. This should include the recom-

menced actions listed in Figure IV.3.

Moreover, a modern and pro-active marketing strategy is crucial if
subregional hub status is to be achieved. This marketing strategy
should build on existing activities (Newsletter, personal visits) and
co-ordinated in the Marketing Action Group which was installed in
1993.

7  Willemstad was awarded the title of ‘“Most Dependable Port” in the Caribbean
region for 1996 by the Port Award Committee of the Caribbean Shipping Asso-
ciation.
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Figure IV.3: Recommended actions for the establishment of the port of Willemstad as a

subregional container hub

Development of a general port policy for the Antillean ports based on the imperative goal of
realising both macro-economic and micro-economic objectives.

Preparation of a strategic marketing plan specifically aimed at encouraging major shipping
lines/joint services/alliances to call at Willemstad and use the port as a relay to the East Caribbean
and Atlantic seaboard of Colombia and Venezuela. This plan should be developed by the CPS,
CPA and the shipping agents in the port of Willemstad. The existing Marketing Action Group can
provide the basis for an integrated and intensified marketing effort.

Revision of the concession and rental agreements, so that they become simpler and more
effective, and fully contribute to achieving both macro- and micro-economic objectives.
Restructuring of the container handling tariff, incorporating all supplements for regular
activities/services and giving more incentives to carriers bringing in substantial numbers of
containers.

Greater flexibility in allocating berths, cranes and other operational resources in line with carriers’
requirements.

Revision of the labour market legislation and re-negotiation of the present collective labour
agreements with a view to making working conditions more flexible, permitting effective 24-hour
operations, increasing employment on the terminal and ensuring the long-term expansion of the
terminal’s activity.

Gradual increase in the number of ship-to-shore gantries in line with increasing demand and the
gradual replacement of the present stacking system (poorly using land areas) by an RTG system

(intensively using land areas) if new transhipment flows materialise.

Source : Policy Research Corporation N.V.

To implement them successfully.
a change in the perception of
the port’s and container termi-
nal’s role is needed. This vision
needs to he shared by all mem-
hers of the port community so as
to  anticipate  the  coming
changes.

None of the actions listed in Figure IV.3 are unrealistic or unfeasible.
To implement them successfully, a change in the perception of the
port’s and container terminal’s role is needed. All members of the
port community must be convinced that the present state of affairs,
possibly satisfactory from a purely micro-economic point of view,
cannot be perpetuated. Changes are on the way. If they are timely
anticipated and properly accommodated all parties with an interest in
the port of Willemstad will ultimately benefit. If changes are ne-
glected, the port and all the members of its community refuse to
adapt the new situation. the port’s activity, its influence and it-

seconomic significance will slowly but inevitably decline.
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Figure IV.4 : Main principles for the revision of the concession and rental agreements in the

port of Willemstad

CPA is to become a ‘landlord’ type port with respect to the provision of berths and terminal
facilities.

The concession will be converted into a long-term (not less than 15 years) exclusive licence and
leasehold contract for the container terminal and will include the right to manage, operate and
promote these facilities.

The object of the licence and leasehold contract will be the terminal infrastructure and
superstructure; it will exclude gantry cranes, HD-mobile harbour cranes and other handling
equipment.

The annual lease rental to be paid by CPS as lessee to the CPA as lessor will be a fixed amount;
this fee will also include the rental for all buildings on the terminal.

The lessee will pay a royalty in excess of a predetermined minimum throughput (the latter should
not be less than 2/3 of intrinsic handling capacity to give a proper incentive to the lessee to further
increase the terminal’s handling activity); hence the licence and leasehold agreement between
CPA and CPS would become one of a revenue-sharing type.

The ship-to-shore gantry cranes, HD-mobile harbour cranes and CPA handling equipment will be
transferred from CPA to CPS at market value (to be determined after valuation by an independent
expert); the rental agreements for the cranes/other equipment will become redundant.

In future the procurement of new gantry cranes and accessories such as spreaders will be the
responsibility of CPS.

The concession on the Curagao Ferry Terminal and the other existing CPA wharves and quays of
St. Anna Bay, Waaigat and Schottegat will be separated from the Container Terminal; CPS’s
monopoly of CPS regarding stevedoring/cargo handling will be rescinded and separate licence
and leasehold contracts will be offered through local or international competitive bidding; also
bulk handling will no longer remain the exclusive right of CPS either. Moreover, in the contract
the CPS could be granted ‘first refusal’ to perform the stevedoring of bulk cargoes at a price level
negotiated by the new operator.

Inclusion in the CPA/CPS licence and leasehold contract of minimum performance standards

(throughput/productivity).

Source : Policy Research Corporation N.V.

To facilitate adaptation to
change, the concession and
rental  agreements  should  be
revised. The main principles are
listed in Figure 1V.4,

Adaptation to change is never easy. Figure IV.4 summarises the main
principles on which the revision of the concession and rental agree-
ments should be based. This listing also provides an excellent indica-

tion of the challenges and difficulties ahead. But a revision of these
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It is rational that these princi-
ples should not alter CPS's
exclusive rights 1o manage and
operate the terminal.

To prevent monopoly pricing by
CPA the lease contract will have
to include a safeguard clause.

agreements may still be easier than some of the other recommended
actions, which would end traditional attainments and some privi-
leges. For instance, notwithstanding the fact that the first steps in the
right direction have already been taken, CPS and the relevant labour
unions should come to a (CAQ) agreement on the more flexible de-
ployment of labour in order to break away from the current rigid shift

system with excessive shift supplements.

The main principles for the revision of the concession and rental
agreements do not infer a change with regard to CPS’s exclusive
right to manage and operate the container terminal facilities for the
first 15 years. This is rational because :

— even if subregional hub throughput is boosted, container handling

activity remains too limited to warrant the operation of two or
more container terminals;

— tariff levels at the Curagao Container Terminal are mainly deter-
mined by the attainable throughput level and much less by the
relative monopoly CPS enjoys:

— rescinding the monopoly with regard to other facilities will expose
the ports to a limited degree of competition.

A number of remarks should be made with respect to the recommen-

dations in Figure IV.4:

— the gantry and mobile cranes should be transferred from CPA to
CPS, though not in exchange for an equity share in CPS. This

could easily lead to conflicts of interest, while it would also hin-
der the recommended development towards a landlord port model:

— the CPS should only consider investing in new or additional gan-
try cranes and other equipment, if market development warranted
it.

Only afier the expiration of the first 15-year period would the con-
cession be the subject of (international) tendering. In spite of all these
precautions, the risk of monopoly pricing by CPS remains. This is
why the lease contract will have to include a proper safeguard clause
enabling CPA to keep an appropriate level of control over the han-

dling rates for local cargo/containers.
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The proposed recommendations
are fundamental and radical but
necessary. Advantages and pre-
rogatives will be gained and
lost, but ultimately both macro-
economic and micro-economic
optima will be reached.

w.2.2

Philipsburg is a relatively minor
player among Caribbean cargo
ports, Nevertheless, there are
opportunities.

The port has a certain potential

as a subregional hub. lis main

strengths are:

— ity proximity fo the main
North-South shipping

routes;
— its central position in the
Leewards.

However fundamental and radical they may be, the proposed recom-
mendations, are necessary to modernise the management and opera-
tional arrangements in the port of Willemstad. They are balanced and
in line with expected mutations in maritime transport. If imple-
mented, each interest group will benefit although they may as well as
some of their advantages and prerogatives. The future prosperity of
the port community can no longer be guaranteed by the mere quest
for individual short-term targets. On the other hand, the ultimate re-
sult of the proposed changes will be the achievement of both macro-

economic and micro-economic optima.

CONCLUSIONS AND RECOMMENDATIONS WITH REGARD TO THE
PORT OF PHILIPSBURG (SINT MAARTEN)

At present, Philipsburg is a relatively minor player amongst Carib-
bean cargo ports. In conventional and bulk cargo it annually handles
some 27 000 cubic metres of volume cargo and some 250 000 metric
tonnes of weight cargo, with 26,700 container moves in 1996 in con-
tainer cargoes Philipsburg belongs to a group of small to medium
sized container ports in the Caribbean that show more ambition than
traffic potential. Nevertheless, the restructuring of the geography of
container liner shipping and the anticipated development of a multi-
layered transhipment and feeder network in the Caribbean basin offer
new opportunities to entrepreneurial port and terminal operators,
even if their present throughput levels are small.

A SWOT analysis covering Philipsburg and the main contenders for
a subregional hub status in the Leeward and Windward Islands was
carried out. It confirms a certain potential for further container
throughput growth as a result of subregional transhipment activity.
Philipsburg’s main strengths are its proximity to the main North-
South shipping routes and its central position with regard to the other
Leeward islands.
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Other strong points are its:

= productive handling record;

— organisational structure.

lts most significant weaknesses

are;
its low centrality to the
Windwards;

- the distance from the main
Fasi-West shipgung routes;
the condition of ity present
facilities.

St. Lucia, Puerto Rico, Trinidad
and Barbados are major com-
petitors for the sub-regional hub
role,

Annual growth of between 2 and
3% in container throughput is
the mosi realistic forecast. By
2008 Container throughput will
thus total only 7 001 container
maoves more than at present. In
2008 the port of Sint Maarien
will still need to accommodate
break-bulk and general cargoes.

In addition a reasonably productive handling record and an effective
organisational infrastructure are also considered as strengths by local
port interests. The latter demands confirmation as current throughput
levels cannot be considered very taxing. The port’s most significant
weaknesses concern its low centrality with respect to the Windward
islands, its distance from the main East-West shipping routes and the
condition of its present facilities (hurricane damage, poor road ac-
cess, draft limitations and limited possibilities for shore-based expan-

sion),

The SWOT analysis further identified ports in St. Lucia, Puerto Rico,
Trinidad and Barbados as major competitors for the subregional hub
role. Competition from both Pointe-a-Pitre and Fort-de-France can-
not be ruled out either. although these ports will primarily target traf-

fic flows to other French-speaking countries in the region.

The demand forecasts for Sint Maarten developed in the *Cargo In-
dustry Study’ acknowledge that strong increases in building and con-
struction supplies are only temporary and economic growth for the
country will only average 2% per annum up to 2008. The main
growth incentives for local cargo can therefore only come from a
much higher level of consumption by tourists (more tourists, more
consumption per tourist or both) and much greater demand for hous-
ing and new commercial facilities. Of the Cargo Industry Study’s
three alternative demand scenarios, the moderate scenario with an-
nual growth in container throughput of between 2 and 3% is the most
realistic. This will lift the container throughput to some 49 000 TEU
by 2008 (approximately 34 000 container moves), of which 2 500
transhipment TEUs (approximately 1 700 container moves). This is
only some 7 000 container moves more than the present throughput.
In 2008 the port of St. Maarten will still need to accommodate break-
bulk and general cargoes. These have been estimated at 21 000 cubic
metres of volume cargoes, some 8 000 cubic metres of lumber and

200 000 tonnes of weight cargoes (mainly low value bulk).
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None of the forecast activity for
2008 thus warrants the devel-
opment of a new major 4-berth
terminal.

The SMPA basically has two

options for providing the neces-

sary handling capacity:

— rehabilitating  the present
cargo handling facilities;

— building the terminal, as
proposed in the master plan,
but in phases.

The new terminal should be
managed and operated as a
common user facility.

None of the forecast 2008 activity thus warrants the development of a
new major 4-berth terminal. Such a terminal, if properly equipped
with ship-to-shore cranes and HD-mobile harbour cranes would offer
a minimum aggregated handling capacity of at least 300 000 con-
tainer moves, plus 250 000 tonnes of bulk and 50 000 tonnes of vol-
ume cargo and would easily be capable of annually berthing some
1 500 container ships of average length (currently 400 to 500 con-

tainer vessels are received each year).

Implementing the full terminal lay-out as presented in the Phil-
ipsburg master plan 1996 would thus create a facility with a berthing
and handling capacity vastly superior to realistic demand forecasts
for Sint Maarten. This also holds for optimistic throughput forecasts,
predicting throughputs of not more than 47 000 container moves,
29 000 cubic metres of volume cargo and 300 000 tonnes of weight
cargo for 2008 per year.

The SMPA basically has two options for providing the necessary
handling capacity. The first is to rehabilitate the present cargo han-
dling facilities. Lack of space, inadequate water depth and the impos-
sibility to expand berth length and area in the future make this option
less than acceptable. The second is to build the terminal, as proposed
in the master plan, but in phases. In a first phase a berth length of 225
metres could be built, with a total terminal area of some 40 000
square metres (assuming an average depth of + 175 metres) and a
draft alongside of ten metres to allow the berthing of container ves-
sels of up to 1 000 TEU. The terminal should then be equipped with
at least an additional HD-mobile harbour crane of minimum 45 ton-
nes lifting capacity and a minimum of six front-end loaders or reach
stackers for container handling. A well-dimensioned gate complex
with an adequate number of entry and exit lanes should be provided.
Additional smaller handling equipment would complete the outfit of
phase 1 of such a new multi-purpose terminal. The total capital in-

vestment required would amount to between US$12 and 14 million.

The new terminal should be managed and operated as a common user
facility. The SMPA as landlord should therefore lease out the termi-
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The bidding for the lease con-
tract could be reserved exclu-
sively to local interests or could
be broadened by making it the
international tender competitive.

A successful bid to become a
sub-regional hub also implies a
maore competitive and simplified
handling tariff structure.

nal to a Terminal Operating Company on a ten to fifteen year term,
on the basis of a revenue-sharing formula. This would imply that, in
spite of this TOC’s exclusive right to operate the terminal, it would
be obliged to serve all shippers, shipping companies and their agents

at the terms set in the lease agreement.

The bidding for the lease contract could be reserved exclusively to
local interests or could be broadened by making it the internationally
tender competitive. The latter would improve Philipsburg’s changes
of attracting an increasing transhipment flow and gradually building
up its reputation as a subregional hub for the Leeward and possibly
the Windward islands.

For a successful bid to become a subregional hub to be successvul, a
more competitive and simplified handling tariff structure would be
needed, with all-in rates for work in the first and second shift, cov-
ering both the ship-to-shore and the yard activities. It would also be
advisable to incorporate the container tax levied on full import boxes
into the container handling rates. A revision of the complete tariff is
necessary in order to optimise the utilisation of available/future fa-
cilities and maximise SMPA revenues while maintaining Phil-
ipsburg’s competitive edge and removing unnecessary tariff catego-

ries.

The cash flow projections need to be redone on the basis of a re-
worked detailed costing of the phase I multi-purpose terminal devel-

opment and a re-structured and improved tariff.

Although for the next few years it will be acceptable for SMPA to set
the tariff schedule as in the past, this practice should be phased out in
order to give the Terminal Operating Company sufficient flexibility
to negotiate handling contracts with potential shipping line customers
and decide on its own pricing strategy. Only for the handling of local
containers should SMPA approval still be required. The SMPA tariff
schedule should then cover all port dues such as anchorage, dockage,

pilotage, etc.).
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Finally the SMPA should with- Finally the SMPA should without further delay develop and imple-
out further delay develop and . . . ) .
implement a realistic marketing ment a realistic marketing strategy for its cargo traffic. This strategy

strategy for its cargo irafic need actively to search for new opportunities for trade with the
Northern part of Latin America and promote the strengths of Phil-
ipsburg in order to attract substantially more subregional tranship-
ment cargoes. After awarding the lease contract to the Terminal Op-
erating Company the marketing strategy for containers, bulk and
general cargoes should be jointly implemented and revised in view of

the obtained results.

Figure IV.5 : External analysis: conclusions with respect to transhipment on Sint Maarten

A revised first phase of a new multi-purpose terminal is to be implemented, with an equivalent
capacity of approximately 100 000 container moves.

The first phase of the multi-purpose terminal is to provide 225 meters of berth length with a draft of
10 metres alongside and 40 000 m? terminal area. The required investment in infrastructure and
superstructure is estimated at 12-14 million USS.

The multi-purpose terminal is to be equipped with a second HD-mobile harbour crane and additional
reach-stackers or front-end loaders to be provided by the Terminal Operating Company.

The multi-purpose terminal is to be operated as a common user facility by a single Terminal
Operating Company which is obliged to serve all parties on the basis of the terms and tariffs set in
the lease agreement.

SMPA as landlord tenders the multi-purpose terminal either locally or on an internationally
competitive basis for a 10-15 year period.

The lease rent for the multi-purpose terminal is to be agreed on the basis of a revenue-sharing
formula.

The Terminal Operating Company is eventually to set its own tariffs without interference from SMPA
or other authorities. Only tariffs for local cargoes would require SMPA approval.

Other SMPA tariff schedules are to be revised, restructured and simplified.

SMPA is to develop without delay a realistic marketing strategy to be jointly implemented and

occasionnaly revised by SMPA and the nominated Terminal Operating Company.

Source : Policy Research Corporation N.V.
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If the recommendations in
Figure V.5 are fully imple-
mented, the Port of Philipsburg
will be in a position to gradually
develop a multi-purpose termi-
nal with substantial lolo and
roro container and trailer ca-
pacity.

The outlined development strat-
egv nol only fits the require-
ments of the port operationally.
It also considerably reduces the
Sinancial risk for both SMPA
and the Terminal Operating
Company.

From an economic point of view
its impact in the medium (o
longer term could be equally
significant.

Figure IV.5 summarises the main recommendations formulated in
this Chapter. If they are fully implemented, the Port of Philipsburg
will be in a position gradually to develop a multi-purpose terminal
with substantial lolo and roro container and trailer capacity. This will
enable the port to offer high quality cargo handling services, geared
to suitably accommodate the maximum projected container and cargo
flows in a first phase. Moreover, as transhipment flows are supply
driven the phase [ development will allow SMPA and the selected
Terminal Operating Company to attract more local transhipment car-
goes, whereas in the present conditions the port of Philipsburg is not
considered as an alternative. The proposed phased construction will
also have the advantage of allowing the tailor-made development of
the multi-purpose terminal in line with growing volumes and im-

proved market share.

In the second and final phase of the multi-purpose terminal’s expan-
sion (with the addition of another 225 metres of berth), the conver-
sion of part or all of the facilities” berth length and land area into a
full-scale container terminal could be envisaged. The outlined devel-
opment strategy not only fits the requirements of the port operation-
ally. It also considerably reduces the financial risk for both SMPA
and the Terminal Operating Company. From an economic point of
view its impact in the medium to longer term could be equally sig-
nificant, with the potential full employment of 150 terminal staff and
the creation of value added activities in local and subregional distri-

bution.

© Policy Research Corporation N.V.
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Policy Scenarios

POLICY SCENARIOS: INTRODUCTION

1. INTRODUCTION

The current situation in the maritime sector of the Netherlands An-
tilles was described in Chapter II1. The results of the external analy-
sis of the competitive positions of Curagao and Sint Maarten with
respect to cruise tourism and container transhipment were summa-
rised in Chapter IV. A detailed description of the relevant issues and
considerations with respect to the formulation of policy scenarios is
presented in Chapters V'to 1X.

The following policy alterna- With regard to maritime policy in the Netherlands Antilles, the fol-
tives are distinguished: . ) . - .
— CONTINUATION of present lowing policy alternatives are distinguished:

policy;

— CONTINUATION of the present policy:
— introduction of a LAISSEZ FAIRE POLICY;
— introduction of a REGISTER PLUS POLICY:

- introduction of a LAISSEZ
FAIRE POLICY;

- introduction of a REGISTER
PLUS POLICY:

introduction of an INTE-

GRATED MARITIME POL- — introduction of an INTEGRATED MARITIME POLICY,
1C¥;

~ introduction of @ FRAME- — introduction of a FRAMEWORK POLICY with MARITIME FO-
WORK ~ POLICY  with CUS, a combination of an integrated maritime policy with an im-

MARITIME FOCU3, proved general economic policy.

Subsequently, Chapter X provides a short overview of the definitive
policy scenarios which are included in the EIS® calculations. The

results of the EIS® calculations are presented in Chapter XI.
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The following classification of

sub-sectors is used in the EIS®:

- shipping;

— pori-related services;

- shipping agenis;

- ship repair;

- register-related activities:

- free zone:

~ oil refining. storage and
transhipment;

—  cruise tourism

A number of policy fields can be

identified:

- (port) infrastructure;

— fiscal measures:

- legislation;

— safety and environmental
regulation;

- training and education;

- promotion;

—  governmenl organisation,

POLICY ASPECTS

In order to analyse current and future maritime policy in the Nether-
lands Antilles it is imperative to first identify the component sub-
sectors of the maritime cluster. In the Economic Impact Study (EIS®)
for the Maritime Sector of the Netherlands Antilles the following
subsectors are distinguished (see Chapter III):

— shipping;

— port-related services;

— shipping agents;

— ship repair;

— register-related activities;

— free zone:

— oil refining, storage and transhipment;

— cruise tourism.

For Bonaire and the Windward islands it is not feasible to use such a
detailed subdivision. A number of diverse activities is therefore ag-
gregated into a ‘maritime services’ sector. As indicated, a detailed
description of these subsectors was presented in Chapter I11.

With regard to the above mentioned subsectors a range of ‘policy
fields’ can be identified, such as:
— (port) infrastructure: planning and government investment;

— fiscal measures aimed at supporting the maritime cluster, e.g.
taxation, investment subsidies, Free zone;

— legislation, e.g. with respect to registration, the manning of ships;
- safety and environmental regulation;

— training and education for maritime professions;

— promotion of the Netherlands Antilles and its maritime cluster;

— government organisation: distinction between policy-making de-
partments and operational services, level of decision-making
(federal or island), public-owned enterprises (e.g. dry dock).
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The described scenarios repre-
sent possible paths for the future
development of the maritime
sector on the Netherlands An-
tilles. They can thus play an
important role when  policy
decisions are made.

The economic effects of the pol-
icy scenarios are calculated by
means of Input-Output analysis,
and used for the evaluation of
the policy alternatives,

The policy scenarios for the five
islands are described in detail in
Chapters V to 1X.

These aspects are the “bricks’ or components of the policy scenarios
which will be discussed in the subsequent chapters. The policy alter-
natives or scenarios will vary on the basis of the way and extent to
which these aspects are prioritised and dealt with by policy makers.
The described scenarios represent possible paths for the future devel-
opment of the maritime sector on the Netherlands Antilles. As such
they can play an important role when policy decisions are made by

providing a number of detailed reference points.

In the Economic Impact Study (EIS®) the economic effects of the
maritime policy scenarios are calculated ex ante by means of Input-
Output analysis. These economic effects are expressed in terms of
value added, employment, backflow to the government and spending
impact. In order to make the calculations, Input-Output tables were
modified or developed for the individual islands of Curagao and
Bonaire, and for the Windward islands as a group. Information on the
maritime sector and its subsectors, collected by means of cost struc-
ture questionnaires, was introduced into these Input-Output tables.
The outcomes of the Input-Output analysis are presented in Chap-
ter X.

The starting point for the calculations, however, is the description of
the policy scenarios for Curagao (Chapter V). This description in-
cludes the federal aspects of maritime policy, i.e. the measures and
actions which apply for all the islands. In subsequent chapters, spe-
cific information is provided on the relevance and applicability of
these scenarios with regard to the other islands of the Netherlands
Antilles. For the other islands, deviations and specific characteristics

are described in detail in the following chapters:

— Chapter VI Bonaire;

— Chapter VIl Sint Maarten;
— Chapter VIII Statia:

— Chapter IX Saba.
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Policy scenarios for Curagao

V. POLICY SCENARIOS FOR CURACAO

V.1. SCENARIO 1: CONTINUATION

The situation on July 1, 1997 is used as a reference point for the cur-
rent situation, and is therefore the basis for the CONTINUATION

scenariol. In brief, this implies that:

no department of Shipping and Maritime Affairs has been estab-
lished2. This implies that no maritime policy for the Netherlands
Antilles has been developed either. All actions to develop mari-
time activities on the islands are left at the (uncoordinated) dis-
cretion of the private sector and the administrative or executive
government level (e.g. SINA, ports’ authorities);

no specific policy has been developed for the management and
operation of the ports of the Antilles, including investments in
port infrastructure. As a result the Ports’ Authorities will have to
continue to manage without a framework for their planning and
actions:

furthermore, the current position of Curagao Ports Services (CPS),
resulting from the concession agreement with Curagao Ports
Authority (CPA), is maintained;

as a result no changes are expected in the operation and manage-
ment of the container terminal. Thus, CPS has no special incen-
tives to pursue a more vigorously transhipment strategy. This lack
of stimuli to pursue transhipment cargoes may result in a decrease
in container volume, and possibly the loss of most direct calls by
container lines (see Chapter IV.);

Hence, (general economic) policy measures in the process of being introduced at
that time, are not taken into consideration in the continuation scenario. However,
they can be part of scenario 5.

Currently steps are being taken towards founding such a department. Neverthe-
less, at the present time no such department exists,
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in the CONTINUATION scenario, the registration process of ships
is continued in its present form (see Chapter 111.2.3.), including
the present organisation of the Shipping Inspectorate of the Neth-
erlands Antilles (SINA). Thus, no measures are introduced to
further facilitate registration in the Netherlands Antilles;

the rules and regulations for the registration of ships, including the
precondition of having a legal representative in the Netherlands
Antilles, remain unchanged3. In practice, the owner or bareboat
charterer is often a Netherlands Antilles corporation, which meets
all the legal requirements of the ‘Zeebrievenbesluit’, and has been
established especially for this purpose;

the current system of tonnage taxation (0.40 Naf. per GT, with a
minimum of 1 000 Naf) is continued. Furthermore, the special
profit tax tariff (between 7.7% and 9.7%) for shipping and aircraft
companies is also continued;

no investments in port facilities are made on behalf of the cruise
industry. In the CONTINUATION scenario, only the existing fa-
cilities (Prins Hendrikwerf, Matheywerf, efc.) are used for the re-
ception of cruise passengers;

the free zone ‘Koningsplein’ is continued in its present form,
which means that the facilities will be extended beyond 20004.
However, the position of the free zone is threatened by a number
of factors. At present, the port of Curagao is already confronted
with relatively high transportation costs (freight rates)3, especially
when compared to larger ports in the region. The difference in
freight rates can amount to hundreds of dollars per box. This dis-
advantage will be further aggravated by the loss of most direct
calls if no active transhipment strategy is developed by CPS and
CPA. Moreover, there is increasing competition of large and fast-
growing free zones in the region (Panama, Kingston, erc.). These
free zones are located in large hub ports (see Chapter IV). Com-
bined, these factors will cause a gradual decline of the free zone.
In the CONTINUATION scenario it is assumed that only 50% of
the present free zone activities will remain by 2005;

the current stake in the Curagao Dry Dock Company (CDM) is not
managed actively. No decision towards privatisation will be made
in the near future;

With regard to the process of registration, there are a set of rules and regulations,
concerning the ship, (and the nationality of) its owners and its master.

It can easily be argued that the free zones on Curagao are part of a general eco-
nomic policy. However, because of its interrelation with the shipping activities in
the port, the free zone *Koningsplein™ will be considered as part of the maritime
sector and will thus included in the EIS®,

It is important to distinguish between “freight rates” charged to the shipper or
consignee by the shipping lines, and the “terminal handling fees’ charged by ste-
vedoring companies.

-04 -
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No changes are assumed to
occur in the general economic
policy of the federal and island
governments within the CON-
TINUATION scenario.

V.2,

A LAISSEZ FAIRE attitude im-
plies that existing measures
aimed at or related to the mari-
time sector will be discontinued
and that no new measures are
introduced.

The implications of such an
attitude are presented in Chap-
ter 1.2,

— maritime education and training is continued in its present form
and at its present level: the nautical college (‘Zeevaartschool’) on
Curagao will be continued as part of the general polytechnic
school;

— no (concerted) efforts are made to promote the Netherlands An-
tilles as a maritime centre.

With respect to general economic policy (business climate), this sce-
nario will assume that current conditions will not change (radically):
utility prices will remain virtually unchanged, current legislation with
respect to residence and working permits will not relaxed, telecom-

munication tariffs will remain high, etc.

SCENARIO 2: LAISSEZ FAIRE

In a thorough policy analysis the alternative of ‘doing nothing’
should always be compared to existing or possible “active’ alterna-
tives®. In the context of this analysis a LAISSEZ FAIRE policy is de-
fined as:
a government attitude characterised by non-intervention: no
measures are implemented which support or stimulate the activity
concerned, in casu maritime transport. This attitude springs from
the principle that the best (macro-jeconomic results are achieved

by means of freely-functioning markets.

This scenario implies that all existing measures aimed at or related to
the maritime sector will be discontinued and that no new measures
will be introduced. In brief, there are no special facilities for compa-
nies, entrepreneurs or employees in the maritime sector in this sce-
nario. It should be stated that the laissez faire attitude is limited to
maritime policy: in other sectors and policy domains the government
is assumed to continue its present policies. As indicated, all present
measures are assumed to be discontinued and no new measures will
be introduced. All port-related services at present performed by gov-

ernment bodies will be left to the private sector. This implies that:

6 It should be noted that in order to realise a laissez-faire policy, one-time action is
required. namely the abolition of existing policy measures. In this respect the
continuation of the current policy requires less effort. at least initially.
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No specific maritime policy is
developed.

— no department of Shipping and Maritime Affairs will be estab-

lished, which means that no maritime policy will be developed to
guide the administrative and operational government services and
departments;

the free zone “Koningsplein’, closely related to the shipping ac-
tivities in the port, is not to be continued after the expiration of the
facility in the year 20007;

the current interest in the Curagao Dry Dock Company will be
sold (privatisation). At present, the CDM is already run as if it
were a private company. No substantial changes in its operations
therefore are expected. Moreover, the sale will only result in a
single revenue for the government. Thus, no structural economic
impact on public finances is incorporated into the LAISSEZ
FAIRE scenario as a result of privatisation$;

theoretically, there are two options in the LAISSEZ FAIRE sce-
nario with respect to the ships’ register:

i the register is abolished., in which case the current tonnage tax
facility will become superfluous. The registration of ships is
not a core task for a government (it is not a public good).
Therefore, this activity should only be continued if a net
macro-economic benefit is generated by it. In the LAISSEZ
FAIRE scenario this is evaluated;

ii the register is privatised. In which case, a concession will be
granted to a private operator. The level of the concession fee
will depend on the potential of the register. If the register is
privatised, the tonnage tax facility will have to be maintained,
as well as the special profit tax regime for shipping (and air-
craft) companies. Zero or low taxation is a prerequisite for the
successful operation of any register, and therefore also when
trying to find a private operator. However, in a pure laissez
faire policy, the special tax facilities (tonnage tax, special
profit tax tariffs) would also be abolished, eliminating the pos-
sibility to run a competitive register.

As mentioned before the free zone is considered as part of the maritime sector,
not of general economic policy: in a maritime laissez faire it will therefore be
discontinued.

It is assumed that the CDM's possible future profits will not generate dividend
revenues for the government: all future profits will be reinvested in the company.
The contribution to profit tax revenues is assumed to be identical for the priva-
tised company. One could argue, however, that the privatised company would
generate more profits and therefore higher tax revenues.

This does not, however, imply that the activity itself should be profitable.

- 96 -
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The ship's register is abolished.

No investments in porl infra-
structure are made, neither for
cargo handling nor for cruise
passenger reception,

A true laissez faire approach
implies the privatisation of the
port. However, considering the
macro-economic importance of
the port to the island's economy
this option is considered unsuit-
able for Curagao.

Moreover, it becomes clear from the analysis of the current
situation (see Annex D) that even if tonnage tax is maintained,
a private operator will not be able to run the register profitably
in its present form, as it would be very hard to attract sufficient
additional tonnage. An upgraded form is only considered in the
REGISTER PLUS scenario.

Moreover, if the register is privatised, the government will re-
main responsible and liable, because the national flag (of the
Dutch Kingdom) is connected to the registration of ships. This
is another reason why the pure LAISSEZ FAIRE scenario is
based on the abolition of the register, forcing shipping compa-
nies to flag their ships elsewhere.

In conclusion, the LAISSEZ-FAIRE scenario is based on the first
alternative: the abolition of the register;

the Shipping Inspectorate (SINA) will become redundant as a re-
sult of the abolition of the register. Moreover, activities related to
the registration of ships will also disappear (trust companies, no-
tary activities, et cetera);

as in the CONTINUATION scenario, no public investments in port
facilities (pier at Otrobanda) are to be made on behalf of the
cruise industry in the LAISSEZ FAIRE scenario;

the training and education of seafarers with government support
will be discontinued. Activities in this area will have to be a result
of private initiatives only (but are not expected);

the Netherlands Antilles will not be promoted as a maritime cen-
tre, at least not by the public sector. The private sector may still
promote the Netherlands Antilles in this respect.

In a true LAISSEZ FAIRE scenario, the management of the ports is

privatised as welll0. Currently, this is the responsibility of the Cura-

¢ao Ports Authority (CPA). The private operator would also become

responsible for investments in and the maintenance of port infra-

structure. Many different formulas exist for the privatisation of

ports!1:

in the present situation the port is operated by the public CPA,
while the stevedoring or terminal operating activities are per-
formed by the private Curagao Port Services (CPS). This situation
can be described as a ‘tool port’ type operation(see Chapter I1T);

11

Granting of a concession can in fact not be considered a pure laissez faire policy.
A concession agreement will (normally) include terms under which the port has
1o be operated. Thus, laissez faire implies full privatisation which would result in
a situation comparable to the organisation of ports in the United Kingdom.
See Chapter 111.2.3. Also see Cass (1996) and Saundry & Turnbull (1997).
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— in a complete LAISSEZ FAIRE scenario, the remaining public part
is also privatised, including port (safety) management, pilotage!2,
tug services, port maintenance, efc.. In order to be interested in the
relatively small port of Willemstad, any potential private operator
will have to be offered the complete package of all port activities
and services, probably even including the operation of the
(container) terminal facilities. However, the goals and interests of
such a monopolistic integrated private port and terminal operator
will not necessarily coincide with the macro-economic interests of
the island. This is illustrated by the possible negative effects of
the continuation of CPS’s stevedoring monopoly in its present
form (see Chapter IV and Chapter V.4 of this Final Report). The
problem is not necessarily in the monopoly position itself, but
rather in the unlimited term of the granted concession. By means
of a periodical tender procedure, the element of competition could
be re-introduced.

As an island economy, Curagao relies heavily on its port infrastruc-
ture. Therefore, a complete LAISSEZ FAIRE scenario is considered to
be undesirable with respect to the management of the port and the
terminals of the port of Willemstad. In the INTEGRATED MARI-
TIME POLICY scenario (see Chapter V.5.) an alternative for the pre-

sent situation is formulated.

With respect to general economic policy the same assumptions are
made as in the CONTINUATION scenario. This will enable decision
makers better to compare the results, and answer the question
whether non-intervention by the government is to be preferred to its

current policy.

12 The liability problems with respect to a private pilotage service should be solved
by means of insurance. This would inevitably lead to higher tariffs for pilotage
services,
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V.3.

V.3.1

The economic significance of the
ship's register and its related
activities is relatively limited in
termy of the value added and
employment  generated by the
sector,

Notwithstanding  its  limited
quantitative  economic  rele-
vance. the position of the Antil-
lean register and the Shipping
Inspectorate of the Netherlands
Antilles (SINA) is the subject of
lengthy and heated discussions.

Moreaver, on both sides emo-
tions play an important role in
the discussions.

The relationship berween the
registers and shipping inspec-
torates of both countries should
be evaluated on the basis of
objective, economic principles
and criteria, setting aside all
emotional considerations.

SCENARIO 3: REGISTER PLUS

INTRODUCTION

As indicated in Chapter III, the economic significance of the ship’s
register and its related activities is relatively limited in terms of the
value added and employment generated by the sector. There are,
however, some benefits of a more qualitative nature. The existence of
the register and maritime offshore are important for the preservation
of maritime knowledge in the Netherlands Antilles. Moreover, the
relation with vessels registered in the Antilles could lead to other ac-
tivities, such as repair and maintenance (e.g. the ‘Balder’, a giant
Semi-Submersible Crane Vessel or SSCV) and fishery activities.
Moreover, the international promotion of the ships™ register, which 1s
recommended below, could also have positive side-effects for other

(maritime) activities in the Netherlands Antilles.

Notwithstanding its limited quantitative economic relevance, the po-
sition of the Antillean register and the Shipping Inspectorate of the
Netherlands Antilles (SINA) has been the subject of lengthy and
heated discussions. The costs in terms of budget and time spent on
this discussion, and the adverse impact on the relationship between
the Netherlands and the Netherlands Antilles, are out of proportion

considering the economic importance of the subsector.

Moreover, on both sides emotions play an important role in the dis-
cussions. For instance, both countries claim they ‘have the same
rights to use the flag of the Dutch Kingdom’!3. The Dutch are deter-
mined to apply Dutch standards and methods, sometimes because of
a paternalistic perception of the Antillean practice. The Antillean po-
sition is often ambiguous: they expect support. but reject any inter-
ference incompatible with their independent position. Obviously, at
present there is no basis for close(r) co-operation. The relationship
between the registers and especially the shipping inspectorates of

both countries should be evaluated on the basis of objective eco-

I3 Which is in fact correct from a legal point of view.
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V.3.2.

The REGISTER PLUS scenario
covers a set of measures aimed
al stimulating activities related
to the registration of ships.

nomic principles and criteria, setting aside all emotional considera-

tions.

OBJECTIVES AND COMPETITION

The Netherlands Antilles and the Netherlands have different objec-
tives and goals with regard to a ship’s register. Since the introduction
of the new shipping policy, the goal of the Dutch government has
been to attract onshore maritime activities in the Netherlands. The
registration of ships is merely one instrument in a complete package
of maritime policy measures designed to this end. As a true and tra-
ditional maritime nation, the Netherlands are in a position to pursue

such a location policy.

Contrary to the Netherlands, the Netherlands Antilles do not aim to
develop substantial onshore maritime. The Antilles are not in a posi-
tion to pursue such an objective: the country does not have a mari-
time tradition and is located outside the major shipping regions and
routes. The REGISTER PLUS scenario therefore focuses on the fur-
ther development of activities related to the ships’ register. The goal
of such an open register policy is to attract as many ships as possible
(under certain quality requirements) in order to generate revenue
from registration fees, tonnage tax, inspections, ships’ and manning
documents, efc. (subsector maritime services). Furthermore, some
income and employment could be generated in related activities car-
ried out by lawyers, trusts, and public notaries. This type of policy is

also pursued in Panama and Liberia.

It is clear that the registers of the Netherlands and the Netherlands
Antilles have completely different objectives. As they aim for differ-
ent parts of the market, the registers should not (or no longer) be con-
sidered to be competitive. Therefore, both registers should offer dif-
ferent products, e.g. with respect to safety standards. The Netherlands
Antilles set and enforce quality and safety standards at an interna-
tionally accepted level. Traditionally, Dutch standards and their en-
forcement have been even stricter. Insistence on these very strict re-

quirements and high standards is perceived to be of great importance

- 100 -
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V.3.3.

With respect to the registration
of ships two alternatives can be
considered:

— an open register aimed ai
altracting any kind of ton-
nage, regardless of quality
and safety standards,

= an open register, in com-
parison  with a strategy
aimed at attracting ships of
high quality and good safety
standards.

at both policy-making and operational (inspectors) levels in the
Netherlands.

Moreover, the registers should use different marketing strategies. In

the recent past, the abovementioned differences have not received

proper attention when developing new legislation at the level of the

Kingdom. For the Antillean register to become a more successful

open register, a number of alterations should be considered.

These concern:

the choice of the market segment aimed for: relatively high qual-
ity and safety requirements or low quality;

the future relationship with the Netherlands and especially be-
tween the Shipping Inspectorate of the Netherlands Antilles
(SINA) and the Dutch Shipping Inspectorate (NLSI), and subse-
quently the choice of flag;

the organisation of the integrated registration services: a public or
a private operator.

MARKET POSITION: HIGH VERSUS LOW QUALITY

In principle, two alternative market positions are possible:

(o]

the register of the Netherlands Antilles can aim to become a very
large register, regardless of the quality of the registered ships. In
other words, the Antilles could choose to become a genuine flag
of convenience (FOC). In this case, the Antilles and the Nether-
lands will most certainly have heated discussions about the use of
the Dutch flag, and the Antilles may end up having to use the An-
tillean flag;

. alternatively the Netherlands Antilles could continue and even

strengthen their current policy of having a ‘high quality’ open
register, operating at the higher end of the market. This strategy
aimed at attracting as many ships as possible, although, with solid
quality and safety at widely accepted international standards as a
prerequisite for registration.
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The ‘high quality’ approach is
chosen over the flag of con-
venience ' strategy in the REG-
ISTER PLUS scenario.

The Netherlands Antilles should
aim for the ‘high' end of the
registration market, competing
with registers like Liberia and
Panama.

V.3.4.

A number of alternatives can be

considered:

— (close)  co-operation  be-
tween SINA and NLSI:

~ a separate flag and regis-
tration for the Netherlands
Antilles:

—- @ (compromise) constella-

The first approach is not considered desirable for the Netherlands
Antilles:

— the chances of success are fairly limited, as no registers with
lower standards than for instance Panama and Liberia have been
able to attract a large share of the market on a structural basis!4;

— a ‘low quality’ FOC strategy would imply breaking with the cur-
rent strategy. This would mean a complete mental shift for the
administration, and fundamental changes in the relationship with
the Netherlands. Although a large degree of practical autonomy
exists with respect to the safety requirement for ships registered in
the Antilles, the Netherlands and the Netherlands Antilles are held
by the ‘Statuut voor het Koninkrijk’ to agree on a ‘bandwidth’ re-
garding these safety requirements. The enforcement of these re-
quirements is a national matter. As indicated, a true FOC strategy
would most probably result in a conflict between the Netherlands
and the Antilles;

— finally, a country is responsible (and liable) for the quality of the
ships in its register. A low quality register would bring a relatively
large risk of accidents and environmental pollution, and could
consequently lead to high claims and a tornished image.

In conclusion, the Netherlands Antilles should aim for the *high’ end
of the registration market, competing with the registers of for exam-
ple, Liberia and Panama. In the subsequent sections, the conse-
quences of opting for this market position are discussed with respect

to:
— the flag and the relationship with the Netherlands;

— the organisation of the register and the level of service.

CO-OPERATION VERSUS INDEPENDENCE

A number of alternatives concerning the degree of co-operation be-
tween the Netherlands Antilles and the Netherlands can be consid-
ered:

— (close) co-operation between SINA and NLSI, both using the flag

of the Dutch Kingdom. This would imply the continuation of the
present (unsatisfactory) situation;

tion.
14 One successful exception, Malta, is at present considering discontinuing its low-
quality approach, even though this will probably result in a loss of tonnage.
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V.3.4.1.

For quality and efficiency rea-
yons, the Netherfands Antilles
could apt to continue to use the
flag of the Dutch Kingdom.

In opposition to market percep-
tion, the relevant Dutch policy
makers are not convinced by the
quality of the Netherlands An-
tilles " register.

Closer co-operation between the
two registers and inspectorates
means two differentiated regis-
tration products under the same
Nag. appealing to a larger
population of ship owners. But
when the difference in quality
standards is limited, the differ-
entiation would be too small to
discern and promote two prod-
ucts.

— a separate flag and registration for the Netherlands Antilles, with a
completely independent position of the Netherlands Antilles with
respect to safety standards and inspections;

— a (compromise) constellation, in which both countries use the flag
of the Dutch Kingdom, but without any organisational and politi-
cal ties.

Close co-operation

Following the *high quality” strategy, the Netherlands Antilles could
opt to continue to use the flag of the Dutch Kingdom, in order to
support this image of quality. In this context, the option of increasing
co-operation between the NLSI and the SINA with respect to inspec-
tions and the monitoring of safety standards could be considered.
Closer co-operation might even result in increased efficiency and

economies of scale.

As indicated, the Netherlands Antilles’ register scores well on market
perception with respect to ‘quality’, ranking above the likes of Pan-
ama and on a par with Liberia. However, one should keep in mind
that, from the point of view of the relevant Dutch policy makers, the
quality of the ships in the registers of the Netherlands Antilles and
Liberia is not high (by Dutch standards).

Closer co-operation between the two registers and especially the in-
spectorates should in this alternative take the shape of promoting two
differentiated ‘registration products’ under the same flag, appealing
to a larger population of ship owners. However, the difference in
quality is crucial in this respect, while both registers aim for a differ-
ent market. The Netherlands Antilles have an open register aimed at
attracting ships and related offshore activities. As indicated. the
Dutch flag and registration are part of a strategy aimed at attracting

onshore shipping activities.

In other words: as both registers aim at different markets, it is highly
unlikely that both will be successful if the same safety standards are
applicable and enforced. Therefore, a larger ‘quality bandwidth’ is a
prerequisite for successful marketing of the Antillean register. How-
ever, such a large ‘bandwidth’ for quality standards does not tally
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In  conclusion, closer co-
aperation in the current uniform
constellation under the flag of
the Dutch Kingdom is unlikely
1o be successful.

V.3.4.2.

The best alternative would be to
pursue a quality strategy for a
separate Netherlands Antilles
flag within the Dutch realm.

A separate flag for the Nether-
lands Antilles would be prefer-
able from a promational point
of view.

with the Dutch policy regarding safety standards and their opera-

tional enforcement.

At present, the limits of this ‘bandwidth” are somewhat reflected by
the distinction between ‘List 1’ and “List 2" of the Antillean register.
List | vessels are inspected by the NLSI, while the vessels on List 2
are the responsibility of the SINA. This division has often been a
subject of conflict. The choice to be on either List | or 2 is at the dis-
cretion of the shipping company. There is a clear difference in both
the Dutch governments and the shipping community’s perception,
between the two lists with respect to the safety and quality standards

maintained.

In conclusion, closer co-operation in the current uniform constella-
tion under the flag of the Dutch Kingdom is unlikely to be successful.
On the basis of experience, it may be expected that a lot of energy
would be wasted on arguments between the NLSI and the SINA. This
energy had better be used productively with a view to improving and
expanding the ship’s register of the Netherlands Antilles.

Separate Antillean flag

The best alternative would be to pursue a quality strategy for a sepa-
rate Netherlands Antilles flag within the Dutch realm, along the lines
of the British model of the ‘Red Ensign’. A recent study has con-
cluded that from a legal point of view there are no real obstacles to
the introduction of such a construction!3. The SINA and the NLSI
would be two completely independent organisations, without any
operational links. Existing legislation with respect to safety and man-
ning requirements at the level of the Kingdom would have to be re-

placed by national legislation.

The principal marketing advantage of a separate flag is that more
ship owners can be attracted because of the removal of the current
link with the Dutch Shipping Inspectorate (NLSI). Moreover, the

distinct product can be promoted under a separate flag. Thus, in prin-

15 For more details, see The Netherlands Institute for the Law of the Sea (1998).

-104 -

© Policy Research Corporation N.V.

]



Policy scenarios for Curagao

V.3.4.3.

Although not  preferable, the
alternative is to continue with
two registers using the same

Nag.

It would require a strict and
clearly-communicated  separa-
tion of the operation of the reg-
isters.

ciple, a separate flag for the Netherlands Antilles would be prefer-

able, mainly from a promotional point of view.
One flag, two distinct products

In spite of its being the best option from the economic and marketing
point of view, the transition to two separate flags could cause too
much emotional turmoil in the relationship between the two coun-
tries. The less advisable alternative is to continue with the two regis-

ters using the same flag!6.

Because of the difference in quality, this second-best alternative
would require a strict and clearly-communicated separation of the
operation of the registers, especially with respect to inspections. This
would concern both their organisation and their legal and political

responsibilities. This would imply that:

— the NLSI would no longer perform inspections for so-called ‘List
1 vessels” on behalf of the SINA. These inspections would have to
be performed by the SINA and especially by class societies in the
future. The separation would have to be complete in this respect,
as the NLSI would continue to apply its own higher standards
while the Antillean register would aim at a different market seg-
ment, using internationally acceptable standards. Inevitably, as
has been shown in the past, this would lead to conflicts between
the NLSI and the SINA.

Of course, the two Shipping Inspectorates could perform inspec-
tions on each other’s vessels in the scope of Port State Control.
However, the NLSI should not specifically target Antillean ships
in this respect, but treat the Antillean ships like those of any other
open register or even take a more lenient stance. This is an im-
portant recommendation to the Dutch government and one which
would require a substantial change in attitude;

— the Netherlands Antilles need to develop maritime legislation with
respect to safety standards, manning requirements, efc. In the past,
this legislation was drawn up and introduced at the level of the
Kingdom (Schepenwet), to a large extent without taking due no-
tice of the interests of the Netherlands Antilles. Moreover, the
work generated as the introduction of this legislation has often led
to a periodical overload of the Antillean administration. The
Netherlands should consider continue into provide juridical and

16 The continued use of the flag of the Kingdom would enable the Antillean register
to remain extra attractive for the market segment of offshore vessels (FPSOs
ete. ), as the "quality image’ of the Duich flag is very important in this segment.
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V.3.5.

Within the high quality REGIS-

TER PLUS approach, two alter-

natives are evaluated:

— anintegrated register run by
a public service (SINA):

- an integrated register man-
aged by a private and com-
mercial operator.

In the course of the A-EIS proj-
ect a clear that 5INA, was not
expected by the financial off
shore sector to be able to make
the (mental) shift towards the
service-oriented  approach a
necessary commercially to op-
erate the register successfully.

Moreover, at the final workshop
on April 16, 1998, the manage-
ment of SINA indicated it was
not interested in becoming the
operator of a one-window ship's
register.

administrative support in this respect, although only at the request
of the Antilles;

— the Antilles should be enabled to apply for independent
(associated) membership of international organisations such as the
International Maritime Organisation (IMO). Furthermore, the
Netherlands Antilles would have to be allowed to participate in
international agreements and treaties on a more independent basis.
At present, these matters are still arranged at the level of the
Dutch Kingdom. The introduction of the New Fiscal Framework
(NFR, see Chapter V.5) will put the Netherlands Antilles in a
better position to realise a more elaborate network of tax treaties.
This will in turn increase the attractiveness of the register.

ORGANISATION: PUBLIC VS PRIVATE, SERVICE LEVEL

The ‘registration market’ is very competitive. Consequently, the
maximum price of registration services (registration fees, tonnage
taxation) is set by the market. For the sake of competitiveness, both
the register’s service levels and efficiency have to be improved
through a ‘one-window approach’. In addition, the costs of the regis-
ter have to be reduced. To make the register more competitive, two

alternatives can be considered (see Annex D):

— an integrated register run by a public service (more specifically
SINA). Although not strictly necessary because of the generated
indirect effects, this ¢ service could aim to become self-financing;

— an integrated register managed by a private and commercial op-
erator. Obviously, profitability would be a prerequisite in this in-
stance.

On the basis of the analysis in Annex D it may be concluded that it
would be hard to find an interested private operator outside the Neth-
erlands Antilles to run the register. Moreover, the effects in terms of
value added and employment on Curagao are expected to be slightly
higher in the case of operation by the SINA. However, in the course
of the A-EIS project became clear that the SINA, intended to perform
inspections, could not be expected to be able to make the (mental)
shift towards the service-oriented approach necessary commercially
to operate the register successfully. This concern was also expressed
by the maritime offshore sector benefits from the register, during the
final workshop on the project on April 16, 1998. Moreover, at the
same workshop the management of the SINA, | indicated it was not
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The opinion of private registra-
tion is only feasible if the mari-
time financial offshore sector of
Curacae decides to operate the
register itself

The responsibility for investment
in a one-window  register
clearly lies with the private
sector and possibly in so far that
it should facilitate the procedure
with the government.

In addition to financing the one-
window approach and related
promotional activities, the pri-
vate sector should also develop
practical solutions with respect
to the organisation of the regis-
([

The organisational  structure
proposed is presented in Figure
V1. and discussed in the fol-
fowing sections.

interested in becoming the operator of a one-window ship’s register,
but would rather stick to the *core business’ of this public service, i.e.

performing inspections.

It would be possible to opt for a private registration office, but only if
the maritime financial offshore sector of Curagao decided to operate
the register itself. Annex D shows that the financial offshore sector
should consider running the one-window register itself by means of
an operation integrated into an existing structure, for instance the

Curagao Ports Authority (also see section V.3.5.2.).

It needs to be emphasised that it is the private sector, notably the trust
companies and law and notary offices active in ship’s registration
and its related activities, which should take the initiative in estab-
lishing a private and commercially viable one-window register!7.
The responsibility with regard to investing in a one-window register
clearly lies with the private sector and possibly in so far that it should
facilitate the procedure (e.g. with respect to legislation) with the gov-

ernment.

In addition to financing the one-window approach and related pro-
motional activities. the private sector should also develop practical
solutions with respect to the organisation. In order further to develop
a structure for the organisation of the register, its tasks and responsi-
bilities should be clearly defined first. In order to improve its com-
petitive position, the operation of the register should be restructured,

with more emphasis on service-level and cost-efficiency.

The organisational structure proposed is presented in Figure V.1 and

discussed in the following sections.

17 Keeping in mind the process of Re-inventing Government and privatisation. the
government of the Netherlands Antilles should take a passive stance in this re-
spect, as the registration of ships is neither a “public good” nor extremely of
prime budgetary interest,

© Policy Research Corporation N.V.
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Figure V.1 : Organisation of the one-window register

concession agreement

Department of
Economic Affairs l

Privately operated | registration
one-window ship & crew
register of ships certificates
A
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| certificates

1
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classification
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Source : Policy Research Corporation N.V.
V.3.5.1. The role of the private one-window register
The approach and organisation In principle, the private operator of the register is responsible for the
necessary to provide integrated . - i " y
registration services are de- service aspects, most administrative services and the commercial ac-

Eribea:on Upe Jollowing pags: tivities related to registration. The tasks and responsibilities of the

register are described below:

— a ‘one-window’ approach (one-stop shopping) should be intro-
duced, allowing ship owners to register their ships conveniently
and efficiently. This means that:

i the operator of the one-window register should be able to issue
temporary certificates (Zeebrief), awaiting the final approval
of the classification society and/or the SINA. This is essential
in order to be able provisionally to register vessels within a 24
hour period;

ii the operator should be able to issue provisional crew docu-
ments within 24 hours as well. No nationality requirements
would be made with respect to the master of the ship (nor the
other officers and crew): this way the current lengthy dispen-
sation procedures could be avoided. Obviously, the require-
ments with respect to training certificates would remain very
strict;

iii the private operator should also manage the ship’s register,

which is currently the responsibility of the Registrar office. In
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v

as

order to be entitled to register a ship, the ship owner has to ap-
point a local representative. Although rather weak, this so-
called ‘genuine link” condition is upheld, not merely because
of economic considerations, but a legal one as well: the link
enables the Netherlands Antilles to exercise its judicial powers
on the ship!8.

The procedure to obtain a declaration of nationality (*nationa-
liteitsverklaring™), at present necessary to register a ship,
should either be cancelled or simplified.!9;

in order to offer a complete package of registration services,
the possibility of bareboat registration, both bareboat-in and
out should be continued. Thus, the bareboat register, which is
currently managed by the SINA, should be transferred to the
operator of the one-window register. This part of registration
should be promoted more actively:

contrary to the present situation (Bureau Telecommunication) ,
the issuing of radio licenses is also integrated in the one-
window operation of the register;

indicated, the registration market is very competitive. Conse-

quently, the Netherlands Antilles should offer services at com-
petitive rates and fees:

a)

b)

this implies that an increase of the tonnage tax rate may be ex-
pected to have an adverse impact on the register’s competitive
position. At present, the tonnage tax rate of the Netherlands
Antilles is 0.40 NAf/GT, which is in the competitive range
when compared to Liberia (0.70 NAf/NT) and Panama (0.18
NAf/NT). Moreover, the improvement of the service level is
not considered a valid reason for an increase in the tonnage tax
rate: the competing (and more successful) registers all offer
service at a high level;

a similar reasoning applies with respect to the sharp increase in
the registration fee recently announced by the Registrar of the
Netherlands Antilles. Although the current fees of 1 700 NAf.
are very low when compared to Liberia (4 375 NAf.) and Pan-
ama (on average 5 250 NAf), very steep increase would hurt
the register’s competitive position20;

18 See Nederlands-Antilliaans Zeebrievenbesluit 1993, explanatory notes,

19 In order to register a ship in the Netherlands Antilles, the ship owner has to be
either a natural person or legal entity with the nationality of the Netherlands An-
tilles, the Netherlands or one of the Member States of the European Union. For
registration in truly ‘open registers’ even less strict conditions are imposed:
‘Foreign Maritime Entities” are allowed to register ships in Liberia, while a local
legal representative is sufficient for registration in Panama. For registration in
Bermuda it is necessary to have a resident representative or corporate entity.

20 Source: the Official Guide to Ship Registries, 1995-1996, International Market-
ing Strategies, Inc,

© Policy Research Corporation N.V.
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with respect to safety requirements and vessel manning, the Neth-
erlands Antilles register should comply with important interna-
tional legislation, mainly with IMO regulations with respect to
safety standards. For instance, a Safe Manning Certificate should
be required, implying that STCW and SOLAS standards would-
have to be met:

a travelling representative with significant marketing experience
should be appointed to promote the register. Furthermore, promo-
tion should consist of mailings, brochures, advertising, visits to
international conventions and other similar events;

in addition, local representatives should be appointed in major
maritime centres (e.g. consuls, “special agents™);

the emphasis of the organisation should be on the provision of
service. To provide clients with detailed and accurate information
at all times, an interactive web-site should be set up;

the current problems with the ITF should be sorted out. Ever since
the ITF started its “flag of convenience’ campaign, the flag of the
Dutch Kingdom in combination with Antillean registration, has
been considered a FOC. This FOC status attributed to the fact that
social security and labour legislation of the Netherlands Antilles
does not apply to foreign seamen aboard Netherlands Antilles
ships. Except for the Master, there are no nationality limitations
with respect to the manning of ships under the Antilles flag. In
practice this means that only non-nationals are employed. In order
to solve the ‘conflict” with the ITF, ships flying the Antillean flag
(or the Netherlands Antilles variety of the Dutch flag) would be
required to comply with ITF rate agreements2!. These require-
ments have to be enforced by the operator of the register;

special facilities should be created for the registration of yachts in
the Netherlands Antilles.

Currently, most large yachts are registered in the Bahamas and
under ‘Red Ensign’ flags like Bermuda and Cayman Islands.
These countries offer open registers, combined with zero taxation
and liberal regulations with respect to the crew (number, nation-
ality, certificates, lodging conditions).

Furthermore, through the establishment of a local company ano-
nymity of the owner(s) can be assured. This may be important for
both fiscal and (personal) safety reasons. Like the Netherlands
Antilles, the concerned countries can offer all services related to
the establishment of such companies, including legal advice, no-
tary services and trust companies.

2

The policy of requiring ‘ITF blue certificates’ is likely to solve problems with the
ITF. In the mean time, the effect on the attractiveness of the register may be
negative. However, such a policy fits in with a high-quality register philosophy.
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V.3.5.2.

In view of the ahove mentioned
factors, the staff of the registra-
tion office should be limited to
two lo four administrative em-
Movees and a travelling repre-
sentative.

The maritime financial offshore
sector should develop concepts
Sfor the physical organisation
and the focation of the registra-
tion office.

Moreover, the Anglo-Saxon legal framework of these countries is
convenient with respect to financing and the insurance of the ves-
sels. Obviously, the Netherlands Antilles do not offer this advan-
tage.

Within the EU Value Added Tax (VAT) is due on the value of
newly built yachts. By registering their yachts outside the EU and
using local companies, EU owners can avoid paying this VAT,
which can amount to an advantage of about 20% of the vessel’s
value. In this respect the clear fiscal relation between the Nether-
lands Antilles and the Netherlands (EU) through the ‘Belasting
Regeling voor het Koninkrijk™ (BRK) may be a disadvantage.

Practical organisation of the registration office

The following factors have to be considered when in physically or-

ganising the registration office:

— the above mentioned tasks and responsibilities of the operator of
the one-window register;

— the potential for automation and computerisation;

— the current and expected registered tonnage;

- the provision of service on a 24 hours a day basis.

On the basis of these considerations, the staff of the organisation
should be limited to between 2 and 4 administrative employees, plus
the travelling representative. Specialist services, e.g. seftting up and

updating a web-site, should be contracted out as much as possible.

Apart from the financing of personnel and promotion, another point
of discussion could be the location of this one-window registration
office. It is obvious that a separate office would sharply increase
costs. Moreover, in order to avoid conflicts of interest, integrating the
register into one of the existing trust companies is not recommended.
An alternative would be to rent office space provided by the Curagao
Ports Authority (CPA). The sector could even consider paying the
CPA fully to operate the registration office. One additional (and mu-
tual) advantage concerns the promotion of the register, which could
be combined with CPA’s efforts to promote other maritime activities
on Curagao. With respect to the promotion of the register, organisa-

tions such as Curagao Inc. could also make considerable.
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It is up to the offshore sector to
take the initiative and present a
practical solution which is ac-
ceplable to all parties involved.
The role of the government
should be limited to providing
the sector with a suitable legal
framework, e.g. a separate An-
tillean flag.

V.3.5.3.

The role of the SINA should be
limited to monitoring (meta-
control) the work of the classifi-
cation societies and occasion-
ally visiting ships themselves to
this end.

The inspection of ships should
be contracted out by the private
aperator lo classification socie-
ties (classes) to the maximum
extent possible. In order to be
able to maintain current quality
standards, only a limited num-
ber of classes would be eligible
to perform these services, eg.
the full members of the Interna-
tional Association of Class So-
cieties (TACS).

As indicated, it is now up to the offshore sector to take the initiative
and present a practical solution which is acceptable to all parties in-
volved. The role of the government should be limited to providing
the sector with a legal framework enabling the one-window register
to be operated in an efficient and commercially attractive manner.
However, the government should only take action after the sector has

clearly committed itself to developing the register.

In that case, the Antillean government could cancel the ‘nationali-
teitsverklaring’ and the nationality requirements with respect to the
Master. Moreover, should the sector request the introduction and use
of a separate Antillean flag for promotional reasons. This should be
made possible in co-operation with the Dutch government.

The role of the SINA

As indicated in Figure V.3, the SINA would remain responsible for
safeguarding the safety standards of the ships in the register. In con-
trast with the present situation, the role of the SINA in this respect
should be limited to monitoring (meta-control) the work of the classi-
fication societies and occasionally visiting ships themselves to this

end.

The private operator should contract out the inspection and certifica-
tion of ships to classification societies (classes) to the maximum ex-
tent possible. In order to be able to maintain current quality stan-
dards, only a limited number of classes would be eligible to perform
these services, e.g. the full members of the International Association
of Class Societies (IACS). The SINA experts would only monitor the
work of the classification societies and occasionally visit ships them-
selves to this end. Moreover, the SINA could play an important role

in performing Port State Control inspections.

It is clear that, in view of its new role, the size and organisational
structure of the SINA should be reconsidered by the Central Gov-
ernment of the Netherlands Antilles. It is to be expected that as a re-

sult of transferring a part of the SINA’s tasks present tasks to the pri-

-112 -

© Policy Research Corporation N.V.




Policy scenarios for Curagao

V4.

Chapter V.4 portrays the INTE-

GRATED MARITIME POLICY

scenario, which consists of three

(inter-related) tracks:

~ the facilitation of economic
development in general,

= the stimulation of activities
in the maritime sector;

— the provision of beneficial
houndary conditions.

The track focusing on the fu-
cilitation of economic growth in
general covers:

= port organisation:

= inter-island shipping;

= cruise tourism.

vate operator of the one-window register, some rationalisation will be

warranted.

SCENARIO 4: INTEGRATED MARITIME POLICY

The INTEGRATED MARITIME POLICY (IMP) scenario builds on
the assumption that a new package of maritime policy measures is
introduced and takes into account all aspects and sub-sectors of the
maritime sector. The principal aim of the IMP is to develop
(maritime) activity in the ports of the Netherlands Antilles, and for

the Netherlands Antilles to become a Maritime Centre in the region.

The integrated maritime policy is based on three (interrelated) tracks

or viewpoints with respect to maritime policy:

|. Facilitating policy: policy measures aimed at enhancing the func-
tion of ports and shipping as facilitators of economic develop-
ment in general. In this context the maritime sector is considered
to be an essential part of a country’s “infrastructure’. This is espe-

cially true for island nations such as the Netherlands Antilles.

~ An integrated maritime policy must ensure that port authorities
and operators actively pursue these macro-economic objec-
tives, besides striving for the realisation of their own micro-
economic goals (profit).

One of the objectives of this study is to evaluate whether the
current organisation and tariff structure of the ports and other
maritime services is conducive to economic growth on the is-
lands, and to formulate recommendations to improve this
function of the maritime infrastructure of the Netherlands An-
tilles (see Chapter V.4.1.1);

— apart from port infrastructure, inter-island shipping connec-
tions can also be considered as infrastructure (‘maritime high-
ways’) for an island nation such as the Netherlands Antilles. In
Chapter V.4.1.2. this aspect, including the possible role of the
government, is discussed;

— finally, port facilities can support externally generated eco-
nomic growth. The provision of facilities to promote cruise
tourism is the subject of Chapter V.4.1.3.

2. Development policy: measures aimed at stimulating the develop-
ment of activities in the maritime sector itself. From this view-
point the port is considered as a nucleus of economic growth;
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3. Flanking policy: policy measures aimed at the boundary condi-
tions for a successful maritime sector, such as education & train-
ing, promotion etc. These measures support both the facilitating

and development tracks of maritime policy.
The three tracks of the integrated maritime policy are presented in

Figure V.2. This classification is used as a starting point for the de-

tailed description of the various aspects of this policy scenario.

Figure V.2 : Three tracks of an Integrated Maritime Policy (IMP).

Facilitate
general
economic
growth

Stimulate
maritime clustel
activities

Provide
favourable
boundary

conditions

Source : Policy Research Corporation N.V.

V4.l FACILITATION OF ECONOMIC GROWTH IN GENERAL

V4.l.l. Port organisation
The organisation of the port, As indicated in Chapter 111, the port of Willemstad can at present be
structured by means of the con- . A . L.
cession agreement between CPA characterised as a ‘tool port’. The tool port approach, in combination

and CPS, has to be altered to
realign the micro and macro-

economic goals of CPA, CPS objectives of CPS do not always coincide with macro-economic effi-
and the island of Curagao.

with the absence of competition, has led to a situation in which the

ciency. A number of changes in the concession agreement are pro-
posed inthe INTEGRATED MARITIME POLICY scenario. The sug-
gestions with respect to container handling are presented in Chapter
V.4.2.3.
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Figure V.3: Proposed port organisation and government structure for Curacao.
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Source : Policy Research Corporation N.V.

Figure V.3 presents the proposed organisation for the port of Willem-
stad. As indicated in Chapter IV, the port should be operated on the
basis of a ‘landlord model’. This implies that the Curagao Port

Authority (CPA) would be responsible for the nautical operations and

| safety in the port. Moreover, in a landlord model, the public CPA
would own and maintains the port’s infrastructure, in particular the

quays and related facilities such a buoys, boulders, efc.

Cargo handling equipment and the superstructure used for the load-
ing and unloading of vessels, mobile and gantry cranes, chassis,
container stacking equipment (front end loaders, straddle carriers),
grain elevators, efc. would be owned and operated by private steve-

doring companies in such a constellation.

It should be emphasised that the present division between the CPA,
the provider of the port infrastructure, and the stevedoring company
CPS should be maintained. Consequently, a CPA participation in the
equity of CPS is not recommended. Detailed recommendations with
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The concession ugreement be-
tween the CPA and the CPS
needs to be amended in order to
realise a ‘landlord model’,
Taking the existing agreement
into consideration, in 2005 the
concession should be granted to
CPS for the first 15 years. After
that  period the concession
should be tendered internation-
ally.

V4.1.2.

Inter-island  shipping services
can be an important form of
infrastructure for an island na-
tion such as the Netherlands
Antilles.

A number of measures to facili-
tate and support such a service
are included in the INTE-
GRATED MARITIME POLICY

scenario.

respect to the maritime government structure are presented in section
V.4.3.5.

As indicated, the concession agreement between the CPA and the
CPS would have to be amended in order to realise the above de-
scribed situation of the ‘landlord model’. The “evergreen’ contract
between the CPA and the CPS should be revised every 10 to 15
years. The concession agreement became effective on July 31, 1991.
The first ‘window of opportunity’ to change or renegotiate the con-
cession agreement will thus present itself on July 31, 2001. In order
to finish the re-negotiation and (legal) preparation of a new conces-
sion agreement in time, action have to be taken as soon as possible.
Taking the existing agreement into consideration, in 2005 the conces-
sion should be granted to CPS for the first 15 years. After that period

the concession should be tendered internationally.

Inter-island shipping

By providing efficient and well-priced transportation and logistic
services, the maritime sector can positively influence the economic
growth of the Netherlands Antilles’ economy. However, it should be
kept in mind that facilitating transport is not synonymous with gen-
erating economic growth. Demand for transportation infrastructure is
a derived demand, and thus the result of economic growth, not its
engine. Nevertheless, the provision of a frequent and regular inter-
island shipping service between the Leeward and the Windward is-
lands may contribute to the economic development of the Nether-

lands Antilles, especially of the smaller islands of Saba and Statia.

In principle, the inter-island shipping services should be carried out
by a private operator. A tendering procedure is recommended so as to
ascertain the (periodical) influence of market competition. The terms
of reference, set by the central government, should contain strict
conditions with respect to the service level, e.g. frequencies. Appli-
cants should be allowed to tender for a concession for a period of five
years at a time and via a procedure comparable to that followed
forthe granting of concessions for regional public transport in some

European countries. The concession should be granted to the com-
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pany requesting the lowest operating subsidy, provided all conditions
of the terms of reference are met.

Annex E presents the results of calculations with respect to the feasi-
bility of a regular inter-island connection between the Leeward is-
lands and the Windward islands. In order to support this inter-island

service, a number of measures may be considered:

— the introduction of zero harbour tariffs. At present, harbour tariffs
make up a considerable part of the total voyage costs between
Curagao and Sint Maarten. The abolition of harbour tariffs would
only marginally lower the break-even point of an inter-island
service (see Annex E). Such a measure would constitute an
(opportunity) cost for the islands’ ports authorities, and can there-
fore be considered a (small) contribution to the development of
inter-island services and the island’s economic development;

— if necessary, the (temporary) granting by central government an
operating subsidy for an inter-island shipping service, on the
grounds of its contribution to the ‘Nation Building’ program.
However, the calculations of Annex E show that its operating sub-
sidy would have to be very substantial. A total of over 11 million
NAf. would be required in the first ten years of the operation.
Such a public contribution cannot be justified, considering the fact
that existing indirect services by international liner shipping com-
panies already meet the demand for cargo transportation between
Curagao and the Windward islands. Moreover, a more direct and
more efficient way of using this money would be to stimulate the
economies of the smaller Windward islands:

— a combination of passengers (tourism) and cargo may also facili-
tate the profitable operation of an inter-island service. In the ten-
dering procedure, applicants which combine tourism and freight
shipping should be favoured;

— the development of an information platform facilitating the con-
solidation of cargo flows between the Leeward islands and the
Windward islands. To this end an inventory of all current and pos-
sible flows between the islands of the Caribbean region should be
made;

— attempts to achieve international co-operation with respect to in-
ter-insular shipping, e.g. within the Association of Caribbean
States.

On the basis of the calculations presented in Annex E, a regular and
direct shipping service between the Leeward and the Windward is-
lands is not considered economically feasible. Moreover, the effect
on the economies of the smaller Windward islands is expected to be

merely marginal. An inter-island shipping connection is therefore not
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Further investigation into the
potential of inter-island ship-
ping connections between the
Dutch and other Windward
islands, especially with respect
to the transportation of tourists.

V.4.1.3.

Cruise tourism is in fact the
most outstanding and significant
external impulse to (be) sup-
portfed by) the maritime sector.

In the INTEGRATED MARI-
TIME POLICY scenario, the
provision of improved passenger
reception facilities (mega cruise
pier) is evaluated on the basis of
its macro-economic effects.

included in the EIS® calculations for the INTEGRATED MARITIME
POLICY scenario.

However, further investigation into the potential of inter-island ship-
ping connections between the Dutch and other Windward islands is
recommended. Especially with respect to the transportation of tour-
ists (and irregular cargo), a number of feasibility studies could be
carried out. For example, Sint Maarten is visited by huge numbers of
(cruise) tourists in the high season. It should be examined whether it
would be possible to stimulate the overflow of tourists to neighbour-
ing islands, such as Saba and Statia. Even small numbers of tourists
would already have a considerable impact on the economy of these

small islands.
Cruise tourism

Maritime policy also aims to support the economic development gen-
erated by other stimuli. This inducement of economic growth can
either be the result of:

1. general economic policy (see Chapter V.5.) or

2. external factors.

In the INTEGRATED MARITIME POLICY scenario it is assumed that
the current general economic policy is continued, which implies the
absence of a concerted government programme for the stimulation of
the Antillean economy. Hence, the focus is on supporting (potential)

external impulses for economic development.

The current and future competitive position of the Netherlands An-
tilles with respect to cruise tourism is the subject of a separate and
elaborate external analysis (see Volume II of this Final Report). The
most important conclusions of this analysis are summarised in
Chapter 1V. and Table V.1. This analysis has shown that cruise tour-
ism is in fact the most striking and most significant external impulse

to (be) support(ed by) the maritime sector.

The development of cruise tourism in the Caribbean region is inde-
pendent of the economic development of the Netherlands Antilles

themselves. The Caribbean cruise market is, however, very competi-
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tive. Attracting cruise tourism depends on other important factors,

namely:

— an attractive product (see Chapter V.5.);

— high quality port facilities at a reasonable price.

Table V.1 : External analysis: conclusions with respect to cruise tourism on Curagao

* The projected annual growth for the Caribbean cruise market between
1996 and 2005 is £10% (passenger visits).

»  The projected annual growth for the Deep Caribbean cruise market
between 1996 and 2005 amounts to £9% (passenger visits).

» In recent years, Curagao has lost market share within the Deep
Caribbean cruise market.

+  The construction of' a mega cruise pier at Otrobanda is expected to
enable Curagao to maintain its present Deep Caribbean market share.

= This would mean some 50 000 additional passenger visits generated
by the pier.

Source : Policy Research Corporation N V.

Within the integrated maritime policy support for the development of

cruise tourism is limited to maritime aspects only:

— the provision of berthing facilities which meet the requirements of
the cruise line operators. It is assumed that the existing infra-
structure (quays and ‘terminals’) for cruise vessels is upgraded
and will mainly be used by smaller and medium-sized cruise ves-
sels. Furthermore, the INTEGRATED MARITIME POLICY sce-
nario includes the construction of a new terminal facility (pier} for
the reception of cruise ships at Otrobanda;

— in a joint effort with other cruise destinations in the region, the
Leeward islands of the Netherlands Antilles are in the process of
drawing up new cruise itineraries in co-operation with cruise
lines. Recently, a ‘Southern Caribbean Group’ was installed pre-
cisely to this purpose: in May 1998, new itineraries will have been
presented to selected interested cruise lines. The Southern Carib-
bean Group comprises ports in Panama, Colombia, Venezuela,
Trinidad & Tobago, Aruba and the Netherlands Antilles (Curagao,
Bonaire). Together, these ports can develop cruise programmes
for the Deep Caribbean in order to attract more vessels to the re-
gion on a regular basis. These activities are included in the INTE-
GRATED MARITIME POLICY scenario;
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To become a home port for seg-
ments of the cruise market, the
provision of passenger facilities
in the port has to be comple-
mented by flanking measures
outside the scope of maritime
policy. These measures are in-
cluded in the FRAMEWORK
POLICY with MARITIME FO-

CUS scenario.

— a port tariff structure attractive to cruise lines22, based on the
macro-economic viewpoint that the benefits of cruise tourism ac-
crue mainly through the spending impact of tourists and crew, and
not so much from the revenues of port authorities;

— the provision of convenient, efficient and competitively priced
services, such as the bunkering of fuel oil and the provision of
water. Recently, the CPA and CUROIL have come to an agree-
ment concerning the provision of bunkers at the mega cruise pier.

Not included in the INTEGRATED MARITIME POLICY, but part of
scenario 5 ‘FRAMEWORK POLICY with MARITIME FOCUS' (see

Chapter V.5.) are other, more general actions, such as:

— the further promotion and operation of Curagao as a cruise desti-
nation in a continued concerted action between the maritime sec-
tor (Curagao Ports Authority) and the tourism sector, represented
by the Curagao Tourism Development Bureau. This means the
‘product Curagao’ has to be upgraded: more attractions, more em-
phasis on historical sites outside Punda, guided tours, efc. In 1997,
the management of Caracas Bay was transferred to the CPA,
which is looking for partners to implement its plans for the devel-
opment of Caracas Bay for water and cruise tourism;

— the promotion of Curagao not only as a cruise destination, but also
as a stay-over destination by means of ‘return visit promotion
programmes’: the cruise passengers visiting Curagao must be en-
couraged to return for a longer stay:

— the introduction of a more ‘open air’ transport policy, allowing
other airlines to compete on international connections, with lower
air fares as a result;

— the restructuring of the hotel sector, both financially and with re-
spect to the service offered;

— the implementation of a programme for the training of hotel and
restaurant personnel, as well as other tourism-related employees
and entrepreneurs, such as taxi-drivers and tour guides.

These actions are necessary if Curagao is to become a successful
home port for a segment of the cruise vessels (‘boutique lines’). In
this scenario the possibility of (limited) home porting is ruled out, for
reasons presented in Volume II of this Final Report (see Chapter IV
of this report for the main conclusions). Limited-home porting is a
possibility considered in the FRAMEWORK POLICY with MARI-
TIME FOCUS scenario.

22 Recently introduced by the Curagao Ports Authority.
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V.4.2.

The INTEGRATED MARITIME

POLICY  scenario  considers

activities which are largely in-

dependent of the general eco-

nomic situation, namely:

~ the ships' register and re-
lated activities:

— the ship management activi-
ties;
transhipment of cargo:

—  ship repair;

= bunkering;

= ship chandling;

— free zone 'Koningsplein':

- yachting and marinas.

V.4.2.1.

STIMULATION OF ACTIVITIES IN THE MARITIME SECTOR

As explained previously, the growth of the maritime sector is largely
dependent on economic growth in general. In the INTEGRATED
MARITIME POLICY scenario it is assumed that a general economic
policy stimulating economic growth is virtually non-existent. Conse-
quently, growth in the maritime sector as a result of a positive macro-
economic development, and a subsequent increase in local traffic will
be part of the FRAMEWORK POLICY WITH MARITIME FOCUS

scenario, and is not considered in this scenario.

Hence, the INTEGRATED MARITIME POLICY scenario only con-
siders the stimulation of activities which are largely independent of
the general economic situation on the Netherlands Antilles them-
selves, namely:

— the ship’s register and related activities;

— ship management activities;

— transhipment of cargo in the port of Curagao:

— ship repair;

- bunkering services and facilities;

— ship chandling;

— the activities in the free zone 'Koningsplein’;

— yachting and marinas.
Ship’s register

With respect to the ship’s register, the INTEGRATED MARITIME
POLICY scenario builds on the REGISTER PLUS scenario. The as-
sumptions and proposed measures of the REGISTER PLUS scenario
apply here as well. This implies that the SINA will continue to oper-
ate the register. Moreover, the register should be a one-window op-
eration supported by effective promotional activities aiming for the

high end of the market and using a separate Antillean flag.

A register of high quality in an international context is one of the
corner stones of a strategy aimed at becoming a Maritime Centre. In
such a centre, shipping companies should have all relevant facilities

and services at their disposal.
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V.4.2.2.

Ship management is not identi-
fied as a subsector with large
potential for future develop-
ment. Therefore, no specific
measures are introduced to
support it

Ship management

The management of ships is a ‘“footloose’ activity, not necessarily
connected to the home country of the ship owner, or even the country
of registration. Ship management is an activity that can be performed
by both ship owners and specialised ship managers. The former man-
age their own ships, while the latter manage ships on behalf of third

parties. Obviously, combinations are also possible.

The management of ships covers a number of areas:

— crew management; — fleet management;
— technical management; — financial management;
— commercial management; — administration.

At present, hardly any operational ship management activities exist
in the Netherlands Antilles. Some administrative and financial serv-
ices are performed by trust companies. In the absence of a local sup-
ply of seafarers, the Netherlands Antilles are not particularly well
placed to carry out crew management activities. In order to attract
these, either by ship owners or specialised managers, the Netherlands
Antilles must offer other substantial advantages over and above those

offered in alternative places of business.

The same argument can be used with respect to the other types of
management: In order to attract management activities Curagao
should offer clear advantages. These can be either of a maritime or a

general economic nature:

— at present the Netherlands Antilles, and more specifically Cura-
¢ao, cannot be considered a maritime centre with a prospering
maritime community and a large stock of human capital (skilled
and experienced work force)23;

— as indicated before, the current general economic situation and the
business or investment climate are not particularly conducive to
attracting foreign investments in any industry, including the mari-
time sector. For a footloose activity such as ship management the
prevailing business climate is especially important.

23 One possible exception in this respect can be made for technical management.
with the presence of the dry dock, surveyors and classification societies. The
main problem is that Curagao is not close enough to the major trade routes, and
thus to ships.

-122 -

© Policy Research Corporation N.V.

-




Policy scenarios for Curacao

V.4.2.3.

The attainment of regional sub-
hub status is a serious possibil-
ity for the port of Willemstad.

This may be concluded on the
hasis of an elaborate analysis of
the competitive position of the
ports of the Netherlands Antilles
in the Caribbean region.

For the Netherlands Antilles to become a maritime centre, both the
general economic development and the investment climate have to be
dramatically improved. The main problem is the region’s remoteness
(airway connections, time-zone) with respect to the world’s major
shipping markets (brokers in Europe and Asia). Apart from adminis-
trative and financial services related to the registration of ships, it is
therefore not very likely that substantial management activities can

be developed in the Netherlands Antilles.

Since the chance of success is very limited, no specific measures to
attract ship management activities are introduced within the INTE-
GRATED MARITIME POLICY scenario.

Transhipment

Another form of port activity which is not directly and completely
related to the economic situation on the island itself, is the tranship-
ment of cargo. In this analysis, three types of cargo are considered:

containers, dry bulk and liquid bulk.

a/ Container transhipment

The attainment of regional subhub status is a real possibility for
Curagao. An in-depth analysis was carried out, focusing on the
(competitive) position of the ports of the Netherlands Antilles in re-
gional and global liner shipping networks. In this analysis a number
of preconditions for success in container transhipment were identi-
fied. The conclusions of this analysis are summarised in Chapter IV

and presented briefly in Table V.2.
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Table V.2:  External analysis: conclusions with respect to transhipment on Curagao

»  The relationship between CPA and CPS should be one of landlord port and
lessee. As a result of the current (tool port) relationship between the CPA and
the CPS, encapsulated in the concession agreement between these parties, there
is no incentive for the CPS to vigorously pursue a transhipment strategy.

«  Failure to vigorously pursue transhipment cargoes is a threat to the overall
position of the port of Willemstad in liner shipping networks.

- Without substantial transhipment activities, the port of Willemstad is expected to
lose most of its direct calls and will only be served by feeder vessels. As vessel
sizes increase, direct calls will stop and carriers will switch to a full hub-and-
spoke operation, because of the limited volumes in the Caribbean in general and
Willemstad in particular.

«  This will have negative macro-economic effects, as Curagao freight rates could
increase (possibly with 250-350 US$ per box), whilst they are
approximately | 000 USS higher on some deep-sea routes. These higher freigth
rates are not a result of the CPS monopoly, but rather of the relatively small
volumes of cargoes. Even if the overall freight rate levels (to the Caribbean)
decrease as a result of the introduction of the multi-layered feedering system, the
port of Willemstad will still be confronted with higher rates than for instance

Manzanillo.

« In turn, this will result in a decrease in captive traffic, threatening the
profitability of the container terminal in combination with the loss of most if not
all transhipment traffic.

- By means of a pro-active transhipment strategy, however, Willemstad could
develop into a sub-regional hub, serving the ABC islands and the Atlantic
Seaboard of Colombia and Venezuela. Such a marketing strategy is
recommended, in close co-operation with CPA and the shipping agents in the
port. The existing Marketing Action Group can be a starting point towards a
more pro-active approach of the transhipment market.

« In a first phase, no substantial investments are necessary to increase the capacity
of the container terminal. A number of changes in the operational and cost
structure will, however, have to be elaborated and implemented.

Source : Policy Research Corporation N.V.

The initiative to develop into
such a subregional hub should
come from the operator of the
container  terminal, Curagao
Port Services.

The initiative for the development of subregional transhipment
should come from the private sector, in casu the Curagao Port Serv-
ices (CPS). The successful development of container transhipment is

conditional upon the introduction of the following measures:

— the development of a general policy for the management of the
Antillean ports. This means that the current situation of the port of
Curagao is evaluated. In principle, the CPA and (especially) the
CPS at present operate on the basis of micro-economic considera-
tions and the goals of the shareholders, while both companies
have important macro-economic function and impact as well.
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To provide the CPS with extra
incentives actively to pursue a
transhipment strategy, the cur-
rent concession agreement be-
tween the CPA and the CPS has
ta be altered.

In the past, the CPS has introduced special handling rates for ex-
port products, inter-island cargoes and transhipment containers.
Moreover, some (extra) handling rates do not apply for free zone
export containers. Nevertheless, it is recommended that the con-
cession agreement should be adapted to provide the CPS with ad-
ditional and structural incentives to increase the scale of the con-
tainer operation by attracting transhipment cargoes. This scale in-
crease should lead to an overall reduction in handling rates, which
would benefit the entire economy of Curagao;

the good organisation of the container terminal (reflected by the
recent 1SO 9002 certification), its high productivity when com-
pared to other terminals in the region, and the favourable percep-
tion by the international shipping community24 provide CPS with
a good starting position to compete with other ports for the posi-
tion of sub-regional hub. However, a modern and active market-
ing approach is essential in this respect. The existing Marketing
Action Group is a good platform for such actions;

A change in the concession agreement between the CPA and the
CPS with respect to the provision of superstructure and equip-
ment: the CPS should become the owner of the cranes on the
container terminal and be responsible for their maintenance and
timely replacement25, This would cause a shift in the CPS cost
structure from a high variable to a high fixed cost component,
providing an extra incentive to attract more (transhipment) traffic.
The principles for the revision of the concession agreement are
presented in Figure IV.4;

if the port of Willemstad is successful in attracting transhipment,
the CPS should have three to four ship-to-shore gantry or HD-
mobile cranes available in order to provide an efficient tranship-
ment function. This means that CPA’s plans to sell the mobile
crane should be cancelled. The procurement of a third gantry
crane and additional equipment should only be considered if the
marketing strategy to become a sub-regional hub is successful;

other large additional investments in the container terminal are
not necessary in the short term. In the short term, however, the
purchase of some more reach stackers to improve handling and
stacking operations is recommended;

2

=

wn

Willemstad was awarded the title of *Most Dependable Port” in the Caribbean
region for 1996 by the Port Award Committee of the Caribbean Shipping Asso-
ciation.

The gantry and mobile cranes should be transferred from the CPA to the CPS, but

not in exchange for an equity share in the CPS. This could easily lead to conflicts
of interest. while it would also make the recommended development towards a
landlord port model more difficult.
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Besides a number of relatively
small investments in the termi-
nal itself a crucial factor for
suceess is an agreement between
the CPS and the labour unions
on a more flexible deployment of
labour on the terminal,

The INTEGRATED MARITIME
POLICY scenario does not in-
clude specific measures aimed
at stimulating the transhipment
of liquid bulk (oil products).

— the increase of the stacking area’s capacity by changing the
stacking system and equipment. This may require the gradual re-
placement of front-end loaders, as well as future investments in a
different type of container handling equipment (e.g. Rubber-Tyred
Gantries) and in the training of personnel. This would entail a
gradual shift from a stacking system characterised by a high con-
sumption of land area to one with a low consumption of land area;

— a new labour agreement notwithstanding the fact that the first
steps in the right direction have already been taken, the CPS and
the relevant labour unions should come to a (CAO) agreement
with regard to a more flexible deployment of labour in order to
break away from the currently rigid shift system with excessive
shift supplements. Moreover, national labour market legislation
should be changed to permit a more flexible use of labour. This
would also benefit other sub-sectors, such as ship repair;

— CPS and CUROIL should jointly consider providing bunkering
services at the container terminal, reducing the turnaround time of
the vessels through the implementation of a ‘one-stop shopping’
concept.

b/ Liquid bulk

The transhipment of liquid bulk on Curagao currently only consists of
the limited transhipment of oil products by the Venezuelan Petroleum
Company (PdVSA) in the port of Bullenbaai 26. In general, the mar-
ket for transhipment of crude oil in the South Caribbean is going
slump. The main cause seems to be the shifted pattern of crude oil
sourcing by the United States. The US is increasingly importing
Venezuelan and Mexican oil, at the expense of the market share of
suppliers in the Middle-East (Saudi Arabia).

This shift has eroded the position of transhipment terminals in the
region27, The INTEGRATED MARITIME POLICY scenario does not
include specific measures aimed at stimulating the transhipment of
liquid bulk.

26 Currently, Bullenbaai terminal is used by PAVSA mainly for the import of light
and medium crude for the ISLA refinery. Furthermore, some bunker activities are
performed for ships operated by the Venezuelan oil company.

27 The Statia Oil Terminal is in an exceptional position as a result of the long-term
contract with Saudi Arabian giant Aramco, which also has a large client base in
Europe. In addition to transhipment. SOT offers very cheap bunkers and white
oil products.
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It is not clear whether the port
of Willemstad has potential to
become a dry bulk transhipment
port. Further (market) research
is required. However, any po-
tential development of dry bulk
activities  (storage,  tranship-
ment) does not seem to he
stimulated by the currenl con-
cession agreement between CPA
and CPS.

Changing  the concession
agreement with respect to dry
hulk operations would enable
other operators, more interested
in such activities than CPS, to
step in.

¢/ Dry bulk

Until the review of the EU-OCT arrangement ('LGO regeling”) with
the European Union, the dry bulk cargo in the port of Willemstad
mainly consisted of rice and sugar28. Because of the light processing
of rice and sugar, these activities cannot strictly speaking be consid-
ered as ‘pure’ transhipment2?. Nevertheless, in this analysis they will
be considered as bulk transhipment. Although the Netherlands An-
tilles continue to object to the review of the OCT arrangement, the
prospects for this category of dry bulk transhipment are bad. Within
the INTEGRATED MARITIME POLICY scenario no specific meas-
ures are introduced to counter current developments, although actions

to revive the transhipment of EU-OCT cargoes would be welcomed.

In the (recent) past, feasibility studies were carried out with respect
to the transhipment of other types of dry bulk on Curagao. So far,
these studies have not resulted in the actual start-up of dry bulk tran-
shipment activities. In conclusion, it is not clear whether the port of
Willemstad could become a dry bulk transhipment port. Further mar-
ket research is required to establish this. However, the issue is out-

side the scope of this study.

Any potential development of dry bulk activities (storage, tranship-
ment) does not, however, seem to stimulate the current concession
agreement between the CPA and the CPS. The concession grants the
CPS the sole right to perform stevedoring activities in the ports of
Curagao for all cargo categories, including dry bulk cargo. So far, the
CPS has not been very active in developing the bulk transhipment
market: in terms of marketing. the company’s interest is mainly in
the container terminal, and it has no significant incentive to enter
other markets. Changing the concession agreement with respect to
dry bulk operations would enable other operators more interested in

such activities than the CPS, to step in.

28 The OCT arrangement will expire in the year 2001, A decision on the extension
of the arrangement still has to be made by the EUL

29 In this sense rice and sugar activities are comparable to free zone activities: the
product is not destined for the local market and the processing of the activities is
relatively limited. Still, the rice and sugar business generates considerable em-
ployment in the port and port-side factories. According to some sources, about
500 people are employed directly (+£300) and indirectly (£200) in the rice and
sugar business on Curagao (NEI, 1997).
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V.4.2.4.

Considering the market position
and the operation of the CDM,
no specific maritime measures
to support the dry dock company
OFe RECESSary.

Still, a change in labour legis-
fation resulting in more flexibil-
ity to work with subcontractors,
can further improve the com
petitive position of the CDM.
This kind of labour marker lib-
eralisation, however, is outside
the scope of maritime policy and
therefore part of the FRAME-
WORK POLICY with MARI-
TIME FOCUS scenario.

An alternative for the current concession agreement with respect to
the transhipment of bulk cargoes, could be to grant limited conces-
sions to new operators that bring substantial new cargo flows to the
port30. Such a new operator would then be allowed to perform steve-
doring activities for his own cargo, in consultation and agreement
with the CPA and the CPS. Moreover, in the concession agreement
the CPS could be granted ‘“first refusal’ to perform the stevedoring at

a price level negotiated by the new operator.

Ship repair

The situation of the Curagao Dry Dock Company (CDM) was de-
scribed in Chapter II1. The conclusion was that the main problems of
the wharf on Curagao were:

— the fact that the CDM had no captive market;

— the recently introduced labour market legislation, which hampered
a flexible use of labour and increases the wharf’s costs.

It is obvious that the ‘captive market problem” cannot be solved eas-
ily. However, an increase in the activities of the port of Curagao will
most likely result in additional contracts for the CDM. An improve-
ment of labour market legislation is outside the scope of maritime
policy, and is therefore part of the FRAMEWORK POLICY with
MARITIME FOCUS scenario.

In conclusion, notwithstanding its huge economic importance, no
specific measures for the benefit of the ship repair subsector are in-
troduced within the INTEGRATED MARITIME POLICY scenario.

30 The aim is not to re-create a situation in which a large number of small steve-
doring companies would operate in the port of Willemstad.
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V.4.2.5.

Although at present no accurate
data are available to Policy
Research, there seems 1o be
potential in the provision of
upgraded bhunkering  services.
fence, a number of measures
are incorporated into the [N-
TEGRATED MARITIME POL-

ICY scenario to this end.

Bunkering services and facilities

Two arguments can be made in favour of stimulating efficient and
well-priced bunkering services. In the first place, they are part of a
complete package of port services, and therefore add to the attrac-
tiveness of the port. Secondly, any possibility to generate income in
the port must be seized. Although no accurate data are available,
Policy Research holds the opinion that there is potential in the provi-
sion of upgraded bunkering services. The 32% growth in bunker sales
in 1997, as a result of a more active marketing approach and an at-
tractive package of (port) tariffs, may be an indicator of this poten-
tial.

A number of concrete measures can therefore be considered:

— the current CUROIL menopoly for bunkering could be re-

considered. This would enable other suppliers to compete on this
market, in both the Schottegat and Bullenbaai ports31;

— currently, bunker points (pumps) are in place at the CPS container
terminal. However, these facilities are not connected to the fuel
tanks of CUROIL, the sole supplier of fuel bunkers in the port of
Willemstad. Container vessels thus have to berth a second time to
bunker fuel oil: this is both time-consuming and expensive
(double harbour fees). A supply pipe is proposed to solve this
problem. Although this is not expected to increase the number of
ships in the port, the bunkering revenues per ship could increase;

— furthermore, the CPA has to offer a more attractive package of
port charges (wharfage, towing, pilotage charges), if the bunker
port function is to be enhanced:

— Willemstad is to offer a wide range of products, e.g. engine-room
chemicals and lubricating oils to be an attractive bunker port;

— furthermore, the new mega cruise pier should be equipped with
bunker facilities, so that ships can avoid the time and expenses in-
volved in going into the St. Anna Bay and the Schottegat for bun-

3

The CUROIL concession with respect to the supply of petrol on Curagao is
clearly outside the scope of maritime policy. However, the supply of ship’s bun-
kers is considered a part of maritime policy. Although no information on this
concession was available to the researchers, the possibility to change its bunker
component is not ruled out at this time. The monopoly position of CUROIL does
not necessarily have to be discontinued: as is the case for the container terminal,
maost problems can be solved by means of an adequate concession agreement.

© Policy Research Corporation N.V.
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V.4.2.6.

Ship chandling in the port of
Willemstad  has  very limited
potential, due to the high price
level and the limited assortment.
Conseq lv. no sures o
support this sub-sector are in-
cluded in the INTEGRATED
MARITIME POLICY scenario.

kers32. At present, Curagao cannot offer such offshore bunker fa-
cilities33.

Very recently, CPA and CUROIL have reached an agreement for
the provision of bunkers at the mega cruise pier: CUROIL is to
invest some 4 million NAf. in bunkering facilities at the pier. As
cruise vessels require high quality bunkers, which apparently can-
not be supplied by the ISLA refinery, CUROIL will have to pur-
chase them elsewhere;

— a logical result of the bunker port strategy could be the opening of
a tank cleaning station at the port of Bullenbaai34.

Ship chandling

Due to the high price level on the island and the relatively small scale
of the market, Curagao ship chandlers cannot offer services at truly
competitive prices. Moreover, the assortment is bound to be smaller
than in larger ports in the region. This is illustrated by the fact that
the cruise vessels calling on Curagao hardly ever rely on local pro-
viders for their supplies. Nevertheless, Curagao boasts a limited

number of relatively small ship chandling companies.

For a more competitive ship chandling subsector, a decrease in the
(general) price level has to be achieved. The high price level results
from the fact that almost all products have to be imported. The rela-
tively small scale of the economy hinders purchasing and transporta-

tion at low prices.

Solutions for this problem are found largely outside the scope of
maritime policy:

— transportation costs are more or less determined by shipping lines
and airlines: the bargaining position of the Antilles is weak.
Chapter 1V has shown that there is (not much) room for a reduc-
tion in the port-related costs in Curagao;

— as there is hardly any local production of fresh food, the removal
of import duties would not have significant adverse effects. Any

32 A detailed analysis of the costs and revenucs related to such a connection should
be carried out. At present no cost structure information is available on CUROIL.

33 In the past CUROIL used the *Sonny’ to provide offshore bunker services to
ships. The use of barges or a single-point mooring buoy is complicated by the
heavy swell of the coast of Curagao.

34 In June 1996, CPA requested KabNA to fund a feasibility study for this project.
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V.i4.2.7.

If an active transhipment strat-
egy is pursued by CPS, it will be
possible to maintain or even
improve the the competitive
position of the free zone.

Furthermore, special free zone
handling rates could be intro-
duced by the CPS to suppori
labour-intensive, and thus em-
playment-generating  activities
in the free zone. To this end the
CPA-CPS concession agreement
may need (o be changed.

existing duties on foodstuffs imported for ship chandling purposes
should therefore be reduced:

— in general, supplies for cruise vessels concern more expensive
fresh and luxury goods, for which air transport is economically
viable. A reduction in air fares as a result of the liberalisation of
air traffic, could benefit the ship chandlers’ competitive position,
especially with respect to catering to the needs of the cruise lines.

The latter measures are part of the FRAMEWORK POLICY with
MARITIME FOCUS scenario. In conclusion, no measures are in-
cluded in the INTEGRATED MARITIME POLICY scenario, as the
potential further to develop ship chandling activities is considered to

be limited.

Free zone ‘Koningsplein’

With respect to the free zone areas on Curagao the following aspects
are dealt with in the INTEGRATED MARITIME POLICY scenario:

— in the IMP scenario the free zone *Koningsplein® is continued in
its present form after the expiration of the current legislation in
the year 2000. The decision on the extension of the legislation was
finally made in December 1997 and. in order to provide clarity,
should now be communicated to all parties involved or potentially
interested;

— the existing customs legislation of 1908 should be adjusted to fa-
cilitate the customs clearance of containers;

— the competitive position of the free zone is to a certain extent de-
termined by the terminal handling rates of the CPS. If the CPS
does not pursue a transhipment strategy, freight rates will go up
and adversely influence the competitive position of the free zone;

— the performance and reliability of the Curagao Container Terminal
have no doubt contributed to the degree of activity in the free
zone. However, in the present situation free zone trading activities
do not benefit from the CPS’s relatively low transhipment tariffs
of CPS. In order further to stimulate the development of free zone
activities on Curagao, the CPS should offer a lower tariff for free
zone cargoes. If necessary, the concession between the CPA and
the CPS could be altered to include such a lower tariff for free
zone containers. If the CPS successfully pursues a transhipment
strategy the increased volume would result in economies of scale,
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V.4.2.8.

At present, the yachting and
marina subsector of Curagao is
of limited significance. Further
market research is necessary lo
assess this subsector's potential
on Curagao.

permitting lower tariffs. This tariff should be cost-effective for the
CPS, but still offer a real advantage to free zone trading353;

— if the INTEGRATED MARITIME POLICY is implemented suc-
cessfully the CPA should reserve space in the port for the expan-
sion of the free zone.

Furthermore, in order to boost the free zones ‘Koningsplein® (port)
and ‘Hato’ (airport) the development of Sea-Air traffic, in a joint ef-
fort by Curinde, Curinta, and HADCO, is striven for. However, this
measure goes beyond a purely maritime policy, and therefore
strongly depends on general economic policy (see FRAMEWORK
POLICY with MARITIME FOCUS scenario).

Yachting and marinas

At present, yachting is not an activity of great significance on Cura-

¢ao. This is partly due to its position in the South Caribbean. Curagao

should be able to attract more marina activities because:

— the island is positioned outside the so-called ‘Hurricane belt’,
making it a potential safe haven for yachts;

— the island is characterised by a number of large bays and natural
mooring places, with great potential for water sports, tourist de-
velopment and the establishment of marinas, for example in the
Caracas Bay and ‘Spaanse Water’. Plans also exist to develop a
marina in ‘Het Waaigat® in the historic centre of Willemstad;

— unlike many other Caribbean islands Curagao, offers many attrac-
tions and worthwhile tourist sites:

— it is possible to register yachts on the island.

In order to support the development of water sports and marinas on

the island, the following measures are proposed:

— the registration of yachts could be further facilitated and inte-
grated into the one-window approach of the ship’s register;

— feasibility studies should be performed to evaluate investment
possibilities in marinas and other water sports facilities. The [s-
land Government should consider investing in marina infrastruc-
ture, e.g. through the Curagao Ports Authority (CPA);

35 The effectiveness of this measure will to a large extent depend on the value of the
goods shipped through the free zone ‘Koningsplein™: the ‘local rates of the CPS
pose the largest problem for low-value goods.
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V.4.3.

The third track of the INTE-

GRATED MARITIME POLICY

is the provision of beneficial

peripheral conditions, covering:

— fiscal measures;

- training & education;
promoltion;

—  safety and environmental
measures;

= the structure of maritime
government services.

— the feasibility of establishing ship repair facilities for yachts on
the island should be further investigated as well. The Island Gov-
ernment could contribute to developing these activities by means
of tax holidays or other fiscal incentives (no guarantees) or by
subsidising specific training courses;

— in the longer term, after market research and feasibility studies
have proved the viability of the development of yachting activi-
ties, the island could be promoted as a ‘yachting paradise’, e.g. by
organising a regatta (race around the island) or by initiating more
traditional promotional activities;

— an important aspect in attracting more yachts could be to recon-
sider the ‘penshionado’ legislation, making it (fiscally) more at-
tractive for retired people to live on the island. The Dutch gov-
ernment should take a lenient stance in this respect. The recent
change in legislation, which has made it harder for Dutch retirees
to come to Curagao, should be revoked for the Dutch have lots of
other island alternatives (outside the Kingdom) and will avoid
Dutch taxation anyway.

Clearly, the (marine) environment has to be protected, so proper
regulations would have to be introduced, e.g. with respect to sewage

and waste disposal.

PROVISION OF FAVOURABLE PERIPHERAL CONDITIONS

The creation of a favourable overall business and investment climate
by means of an improved general economic policy is the basis of
scenario 5. However, a number of measures to improve the business
and operational climate at the level of the maritime sector are part of
the INTEGRATED MARITIME POLICY scenario. These measures

concern the following aspects:

— fiscal measures;

— the training & education for maritime professions;

— the promotion of the Netherlands Antilles as a maritime centre;
- safety and environmental measures;

— the structure of maritime government services.
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V.4.3.1.

Apart from the existing profit
tax and tonnage tax facilities for
shipping companies, no fiscal
measures are included in the
INTEGRATED MARITIME
POLICY scenario.

V.4.3.2.

In the INTEGRATED MARI-
TIME POLICY  scenario a
phased approach is  chosen,
geared to market demand for
maritime education.

Fiscal measures

As a result of the incorporation of the measures related to the ship’s
register the system of tonnage taxation is continued. The same ap-
plies for the low corporate tax rate for shipping (and aircraft) compa-

nies36,

An exemption from corporation tax for specialised ship managers
could be considered. Normally, their activities, i.e.ship management
for third parties, are considered ‘onshore’ activities, and the system
of tonnage taxation is not applicable. The special onshore profit tax
tariff for shipping companies would also apply to specialised ship

managers.

However, to exempt ship managers from paying corporate tax would
only lead to a relatively limited reduction in their tax burden. Under
the current tax system on the Netherlands Antilles, the corporate tax
rate for onshore shipping companies (including managers) is only
7.7% to 9.7%. It is clear that the expected incentive of reducing it to

0% is merely marginal.

In conclusion, it would not be feasible to develop ship management
activities by means of this instrument on Curagao (or the other is-
lands) within the INTEGRATED MARITIME POLICY scenario. The
adverse location factors mentioned in Chapter V.4.2.2 would on the
basis of fiscal measures outweigh the benefits of tax reduction.

Training & education for maritime professions

Within the integrated maritime policy, training and education are
important aspects. In order to develop Curagao into a Maritime Cen-
tre, a qualified and motivated work force is essential. The develop-
ment of the maritime educational infrastructure is a process of years.
In the INTEGRATED MARITIME POLICY scenario a phased ap-

36 7.7% to 9.7% (including 15% island surcharges). International Tax Summaries,
1997,
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proach is chosen, geared to the gradual development into a maritime

centre.

The current situation with respect to maritime training and education
is presented in Chapter II1. In brief, maritime training on Curagao is
at present limited to a one-year course for the training of *able sea-

men’ at the Zeevaartschool.

Central to the new philosophy of organising training and education is
the principle of demand-driven development. The initiative thus lies
mainly with the private sector. However, the government has an im-
portant role to play with respect to the financial aspects of the train-

ing schemes.

Two types of maritime education are distinguished:
— a basic nautical education:

i at MBO and HBO level (nautical college):

ii over a period of more than one year;

iii organised on a permanent basis;

iv for example a four-year training to become a ‘maritime offi-
cer’ (MAROF).

— “short’ maritime courses, professional training and retraining for
both seafaring and land-based professions.

i atall levels (LBO, MBO, HBO, MBA):

ii up to one year in length;

iii courses organised on a demand basis;

iv examples could be: master mariner/engine driver restricted
certificate37 and courses for tank storage operators (basic),
cargo broker, shipping agent, efc.

a/ Basic nautical training and education

Qualified teaching staff is currently not abundantly available on the
islands. In general, the organising these long courses in the Nether-
lands Antilles using foreign (e.g. Dutch) teachers would be expen-

sive. Moreover, in view of the small scale of the local market, the

37 Such a course (Schipper/Machinist Beperkt Werkgebiced) is currently and suc-
cessfully organised on Bonaire, in co-operation with a Dutch institute.
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conclusion must be that basic nautical education cannot be realised

on a local basis in the Netherlands Antilles.

Hence, a regional approach should be considered for basic nautical
education in the INTEGRATED MARITIME POLICY scenario. In
practice, it will be hard to realise a regional function right away for
several reasons. Therefore, a regional approach is not considered fea-

sible in the short run.

b/ Short training courses

An alternative for basic nautical education on a permanent and re-
gional basis, could be the organisation of short courses, for both sea-
farers and ‘waterside’ employees. These courses, which take from a
few weeks up to a year, could be organised with greater flexibility,
depending on local and /or regional demand.

Again, organising of courses in the Netherlands Antilles using for-
eign (e.g. Dutch) teachers would be rather expensive. This is also true
for the alternative of teaching Antillean students abroad (in the Neth-
erlands or U.S.). Grants and fiscal advantages for employers would

thus probably be necessary in order to attract students.

These considerations lead to the following elements (which hold for
all the islands) being included in the INTEGRATED MARITIME
POLICY scenario38;

— the ‘Zeevaartschool’ in its present form should be discontinued;

— the starting point should be the organisation of short courses, for
both seafaring professions (seamen, officers) and land-based
maritime professions (shipping agents, stevedoring, ef cefera);

— based on demand, these courses woulf be organised in a flexible
way, using available infrastructure (class rooms, administration)
and teaching staff (local, Dutch)39;

38 Because of the small scale and relatively high costs of education and training,
these activities should in principal be concentrated on Curagao. Curagao should
learn from the success of the hands-on approach on Bonaire. If demand on the
Windward islands is substantial enough, the organisation of courses on Sint
Maarten could be considered as well. As was mentioned above, a training pro-
gramme has already successfully been started on Bonaire.

39 Some (parts) of the courses could only be organised using available infrastruc-
ture in the Netherlands.
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— in the first stages the courses would mainly be aimed at the mari-
time sector in the Netherlands Antilles (and Aruba). A regional
function for the Caribbean cannot be realised overnight. First, a
solid reputation should be established in the region;

— a regional function could only be performed if the courses were
taught in English. Additional advantages would be the availability
of books and other teaching materials on the one hand, and of
English-speaking (Dutch) teachers on the other;

in the longer run, the courses may attract participants from outside
the Netherlands Antilles. Cheap housing facilities would have to
be created to accommodate these students;

— moreover, the high costs of studying on Curagao could not be
borne by the (foreign) students. A system of grants (or loans)
would be therefore a prerequisite for successful development of
any kind of international (regional) education;

— in a later stage, and only if it was successful, could the pro-
gramme become institutionalised, with its own infrastructure and
staff. A “train the trainers’ programme would be necessary to de-
crease dependency on foreign teachers;

— finally, on the financial and infrastructural basis provided by the
short courses programme, the development of nautical education
for the regional market could be considered in the longer run.

V.4.3.3. Promotion of the Netherlands Antilles as a maritime centre
The promotion of the Nether- In order to stimulate the development of the Netherlands Antilles as a
lands Antilles as a maritime . o 3 o -
centre should become part of an Maritime Centre, the entire maritime sector, on all five islands,

overall promotional campaign,
co-ordinated by a national pro-

_1 motional campaign. motional organisations on Curagao are working towards a merger.

should promote the Netherlands Antilles in a co-ordinated way. Pro-

The first step in this direction has recently been taken by the incorpo-
ration of FIAC into Curine. The resulting organisation could form the

basis for a national arrangement.

Within this general and national promotional organisation, special
attention should be devoted to “maritime promotion’. To this aim a
special maritime task force is to be installed. It should be emphasised
that no separate organisation is to be created for the promotion of

maritime interests.

Another way of promoting the maritime aspect of the Antilles is to

become more actively involved in international forums of discussion,
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V.4.3.4.

In order to autain the quality
image of the REGISTER PLUS
approach, the Netherlands An-
tilles should meet the require-
ments of relevant international
agreements  with  respect (o
safety and environmental issues.

the organisation of symposia, the hosting of conventions of interna-

tional organisations, efc.

Safety and environmental measures

a/ International standards and conventions

In order to attain the quality image of the Register Plus approach, the
Netherlands Antilles should meet the requirements of relevant inter-
national agreements with respect to safety and environmental is-
sues40, Particularly relevant are the conventions of the International
Maritime Organisation (IMO), such as:

— International Convention for the Safety of Life at Sea (SOLAS),

including the International Safety Management code (ISM
code)?!;

— International Convention for the Prevention of Pollution from
ships (MARPOL);

— International Convention on Standards for Training, Certification
and Watch keeping for Seafarers (STCW);,
— International Convention on Load Lines (CLL);

— Convention on the International Regulations for Preventing Colli-
sion at Sea (COLREG);

Another important convention is International Labour Organisation

(ILO) convention 147 on Merchant Shipping Minimum Standards.

The Netherlands are a full member of the IMO42. As a result of the
‘Rijksschepenwet’ (Shipping Act) of the Dutch Kingdom, the SO-
LAS and COLREG conventions, and a small part of the STCW con-
ventions apply to all countries in the Kingdom. The bulk of the
STCW convention, however, is not applicable to Netherlands An-
tilles ships. In the near future, the ISM code will also become part of
the ‘Rijksschepenwet’ and will thus be applicable to ships registered
in the Netherlands Antilles. The MARPOL treaty applies to all coun-

40 Clearly there is a link with the aspect of training and education,

41 The ISM code is described in the new chapter 9 of the SOLAS convention.

42 As such the Netherlands have signed all IMO conventions, with the exception of
Annex 1V of the MARPOL convention.
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There are plans exist to replace
the existing Shipping Act by a
new  legislative  framework,
which would leave the responsi-
bility of legislating safety and
manning requirements to the
separate countries of the King-
dom.

In order 1o prevent (further}
disruptions of the day-to-day
activities in the port of Willem-
stad the current problems be-
tween the CPA and the CLV will
have to be solved.

tries of the Dutch Kingdom as well43. However, the Netherlands An-
tilles and Aruba implement these standards by means of own legisla-

tion.

Currently, there are plans to replace the existing legislation of the
Kingdom with respect to safety standards and manning requirements,
especially the Shipping Act, by completely a new legislative frame-
work. This new framework would leave the responsibility of legis-
lating these aspects to the separate countries of the Kingdom. Conse-
quently, the Netherlands Antilles would have to develop such legis-

lation, possibly with the juridical support of the Dutch government.

Separate (associate) membership of the IMO and other relevant or-
ganisations will become necessary for the Netherlands Antilles if the
register and the SINA obtain an independent position. Moreover, the
Netherlands Antilles should be able to enter into international agree-
ments and treaties. This to enforce the independent position and the
quality image of the REGISTER PLUS approach, and to protect both

seafarers and the marine environment44,

The Netherlands Antilles have recently become a voting member of
the Caribbean Memorandum of Understanding concerning Port State
Control. Furthermore, the Netherlands Antilles (SINA) host the Car-
ibbean Maritime Information Centre, co-ordinating and distributing
information between member states for Port State Control purposes.
Within the INTEGRATED MARITIME POLICY scenario this path of

action is to be continued.

b/ Pilotage service

Efficient pilotage is an essential peripheral condition for the func-
tioning of ports in general and of the nautical function in particular.
The current disagreement between the CPA and the Curagao Pilots
Association (CLV) has to be solved in order to prevent (further) dis-

ruptions of the day-to-day activities in the port of Willemstad.

43 Asa result of MARPOL regulations, a “Haven Ontvangst Installatie” will have to
be built on Curagao.
44 For separate membership the *Koninkrijksstatuut” would have to be changed.
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Pilotage could remain one of the
Island Government's responsi-
bilities. However, the current
organisational structure should
be changed, creating a public
pilotage service (not a separate
NV), independent of the CPA.

An alternative is to privatise the

provision of pilotage services, in

which case a number of condi-
tions would have to be met:

- a solid concession agree-
ment for a limited period
should safeguard the gquality
and continuity of service;

— the legal framework should
regulate the use of pilots;

= the pilots’  organisation
should  be  financially
autonomous. the govern-
ment budget should be re-
lieved.

With respect to the provision of pilotage services two options exist:

1. Pilotage services could in principle remain a public service, under

the island governments’ responsibility. The underlying logic of
this option is that the limited number of pilots (13) hardly justifies
the incorporation of a separate entity (NV). With the limited scale
of pilotage activities, their operation and administration cannot be
made cost-effective. Hence, pilotage should continue as a public
service, and the pilots should continue to be employed by the is-
land government.

In this option is retained, the organisational situation on Curagao
will have to be changed. Currently, the pilots are assigned to the
Curagao Ports Authority (CPA). In order to prevent any (apparent)
conflict of interest, they should be organised as a separate opera-
tional or executive service of the Island Territory of Curagao. This
executive ‘unit’ should then be monitored and supervised by the
Island government, e.g. by the Service for Economic Affairs.

. A second option is the privatisation of the pilotage activities. In

the case of privatisation, a number of conditions will have to be
met:

— the private pilots should work within the framework of a con-
cession agreement. The concession could be granted for a pe-
riod of, say 10 years. Moreover, the concession should contain
a formula for setting of tariffs, and contain strict criteria with
respect to the required competence level of the pilots and the
continuity and quality of the service to be provided. If these
criteria are not consistently met by the pilots, the government
should be able to cancel the concession at any time;

— the government should create (or continue to provide) an ap-
propriate legal framework with respect to the use of pilots in
the ports of Curagao (the conditions for their compulsory use);

— stating, for instance, there should not be any government in-
volvement beyond the creation of a legal framework and the
above described concession. Moreover, privatisation should re-
sult in a reduction in the costs incurred by the government and
improved service for ships calling at Curagao’s ports. This im-
plies that the pilots would have to be financially autonomous
and generate sufficient revenues to pay for their operation, in-
cluding wages, the purchase and maintenance of pilotage ves-
sels, offices, efc. Obviously, the pilots would be allowed to
levy and collect pilotage fees.

The public option is recommended in the INTEGRATED MARITIME
POLICY. However, regardless of the chosen structure, the privatisa-

tion of pilotage services is a realistic possibility on condition that the
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V.4.3.5.

The principle of subsidiarity
should be applied to all gov-
ernment  tasks, including s
maritime responsibilities. This
implies that tasks which can be
performed by the island gov-
ernmenis, should not be per-
Jormed by the central govern-
ment.

minimum criteria set out above are met, and that these are formalised

in a solid concession agreement.

Government structure

The structure and scale of government on the Netherlands Antilles in
general are discussed in the FRAMEWORK POLICY with MARITIME
FOCUS scenario (see Chapter V.5.). With respect to maritime policy
making, the same train of thought should be applied.

Clearly, the (size of the) organisation is closely related to the selected
policy scenario: the execution of an integrated maritime policy re-
quires more government intervention than a laissez faire policy. In
order to create synergy and scale economies, we propose to formalise
the ‘Beleidscoordinatiecommissie’ (BCC), better known as the /DB
Task Force. The BCC should be responsible for the co-ordination of
economic policy in the Netherlands Antilles. This implies that the
BCC would not just be responsible for the maritime sector, but would
also monitor and stimulate the development of other sectors of the

economy.

However, the government’s decision power should be delegated to
the level of the islands to the maximum extent possible: tasks which
can be performed by the Island Governments should not be per-
formed by central government. This means that the Islands Govern-
ments should have a large degree of autonomy with regard to mari-
time policy, which would enhance commitment enable them to react
to problems fast and efficiently. Given the scale of the maritime sec-
tor on the Netherlands Antilles, however, two remarks have to be
made:

— this delegation of tasks should not lead to a duplication of work or

other inefficiencies. Some tasks, such as ship’s registration and
related activities should the central government’s responsibility;

— the scale of the maritime sector and the related government tasks
should justify the establishment of separate organisations on each
of the islands. For instance, in view of the very limited signifi-
cance of the maritime sector on Statia and Saba, separate depart-
ments cannot be an option.

© Policy Research Corporation N.V.
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Figure V.4 presents the proposed general government structure,

Figure V.4 : Government structure
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The already existing BCC should remain a part of the Ministry of
Economic Affairs, but co-ordinate the policy of all other Ministries
and other governmental organisations such as the National Bank. The
BCC’s principal task is to reduce and bypass ‘red tape’ hampering
the implementation of policy proposals. Moreover, the BCC is the
link between the Central and Island governments with respect to eco-
nomic policy, and is, in fact, an interdepartmental group of civil ser-
vants, mainly representatives of the Services for Economic Affairs of

all five islandsd43.

The Island Governments should also be supported by sector-related
Advisory Boards made up by Antillean and international experts. The

constitution of these Advisory Boards should be tripartite, with repre-

45 The basis for the extension of this group could be formed by the “Werkgroep
Methodologie’, which was set up to provide Policy Research with practical sup-
port in the course of this study The ‘Werkgroep Methodologie’ comprises repre-
sentatives of the federal Department of Economic Affairs, the Mational Bank of
the Netherlands Antilles, and the Services of Economic Affairs and Finance of
the island of Curagao.
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Principles for the government
structure  are  formudated. A
clear and sharp separation be-
tween legislative tasks and ad-
ministrative or execufive fasks is
recommended.

sentatives of government, the private sector and the labour unions.
Obviously, tripartite co-operation is also important at macro-
economic level: therefore, the Sociaal Economische Raad (SER) or
comparable organisations should be consulted by all levels of gov-

ernment.

These specialised Advisory Boards can provide the Island Govern-
ments with indispensable sector-specific expertise. In addition to
these ‘local” Advisory Boards, Boards of International Experts could
provide the credibility and countervailing power which is sometimes

necessary to withstand pressures from powerful private parties.

The proposed government structure specifically with respect to

Maritime Affairs is presented in Figure V.5.

1. At the level of central government the BCC should be formalised,
linked to the Department of Economic Affairs. Regarding mari-
time affairs, the Minister of Traffic & Transport, supported by the
BCC, is responsible for:

e the co-ordination between the island governments and the na-
tional government;

e the provision of a policy framework for ship’s registration;
e maritime (and related fiscal) legislation;

e the negotiation, ratification and legal implementation of inter-
national treaties:

e setting standards for maritime training and education pro-
grammes by private institutions:

e defence and coast guard issues.

2. At the level of the islands appropriate organisational structures
should be installed. These ‘organisations’ should be represented in
the Advisory Boards for Maritime Affairs supporting the Island
Governments.

A Maritime Advisory Board should advise the Island Government
with respect to maritime interests on Curagao?0,

The Harbour and Pilotage Service of Bonaire should be strength-
ened by a general manager, who would be the chairman of the
Maritime Advisory Board on Bonaire.

46 As indicated, this Advisory Board should consist of representatives of the gov-
ernment (e.g. the CPA). the maritime sector and the labour unions.
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Because of the small scale of the maritime sector on Statia and
Saba, separate organisations cannot be justified: the maritime in-
terest of these islands should be promoted by a Maritime Co- i
ordinator within the Sint Maarten administration. This Co-

ordinator would report to the Island Governments of all three

Windward islands, and chair the Maritime Advisory Board for the |
Windward Islands.

The tasks of the Island Governments would include:

e the development of maritime and port policy, with the macro-
economic development of the island as a central goal;

e the supervision of port management, both with respect to the
level of both services and tariffs;

e the evaluation and co-ordination of investment projects initi- ;
ated by the executive organisations.

3. The execution of maritime policy would be the responsibility of
operational organisations, both at national and island level. i

Figure V.5 : Government structure with respect to maritime affairs.
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a/ National level
|

As indicated in Chapter V.3, a concession to perform the operational,

promotional and administrative activities related to the register |
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should be granted to a private operator: provision of ship and crew
certificates, registration, esc. Under the supervision of the Depart-
ment of Traffic & Transport, the Shipping Inspectorate of the Neth-
erlands Antilles (SINA) remains responsible for the inspection of
ships, the investigation of accidents and Port State Control activities.
As also indicated in the REGISTER PLUS scenario, the operational
tasks should be commissioned to classification societies as much as
possible: the SINA would only supervise these activities.

The Coast Guard has a number of tasks:
— guarding the maritime borderlines of the Kingdom;
tasks related to customs;

— certain police tasks: patrolling the territorial waters and coast line
in search of illegal actions (waste dumping, pollution, illegal
fishing, drug trafficking, etc.):

— tasks related to environmental control:

— offering assistance to ships in distress.

The BCC should coordinate these activities with those of other gov-

ernment organisations.

b/ Island level

Under the supervision of the Island Government, the executive appa-
ratus at the level of the islands consists of two public services:
— the management and operation of the port infrastructure by the

Ports Authority;

— the provision of pilotage services.

As indicated before, on Curagao these activities should be performed
by two separate organisations controlled by the island government.
On the other islands these services should be provided without sig-
nificant problems by one integrated organisation. No changes are

therefore proposed.
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V.5,

The development of the maritime
sector is largely dependent on
the general economic situation
of the Netherlands Antilles. In
order for the integrated mari-
time policy to be truly effective,
it should be supported by a solid
general  economic framework
policy.

In this fifth scenario, FRAME-
WORK POLICY with MARI-
TIME FOCUS, an overview is
presented of the different as-
pects that should be covered by
such a framework.

In previous studies a number of
potential sources of growth were
identified, among which the
transport and distribution sec-
tor.

The Economic Impact Study
(EIS®) for the Maritime Sector
of the Netherlands Antilles pro-
vides concrete policy measures
to stimulate the maritime sector,

A similar research and imple-
mentation approach is recom-
mended for other sectors, such
as lowrism, air (ransport and
telecommunications.

SCENARIO 5: FRAMEWORK POLICY WITH MARITIME Focus

Scenario 5 combines the INTEGRATED MARITIME POLICY sce-
nario with an improved general economic policy (GEP). In the previ-
ous scenario concrete maritime policy measures were presented.
Furthermore, it has become clear that the development of the mari-

time sector is closely linked to the general economic situation.

A detailed description of the current macro-economic performance of
the Netherlands Antilles is provided in Chapter I of this report. For
the first time now, there seems to be a consensus on the seriousness

of the macro-economic situation in the Antilles.

All concerned parties (government, employers, labour unions, IMF,
the Netherlands) are now convinced that structural changes are nec-
essary to improve the country’s economy. The execution of the
Structural Adjustment Program (SAP) and the related process of re-
inventing government (RIG) are expected to facilitate and foster eco-

nomic growth in the longer term, if implemented successfully.

Along the lines presented in Chapter I, previous studies have, with-
out exception, indicated the general direction of economic reforms.
In the recent IDB47 study, a number of potential sources of growth
were identified. Furthermore, a general strategy for recovery and de-
velopment was presented. This widely-accepted general strategy now

has to be translated into concrete policy recommendations48.

The Economic Impact Study (EIS®) for the Maritime Sector of the
Netherlands Antilles provides such concrete policy measures for the
maritime sector. However, the development of the maritime sector is
largely dependent on the economic situation of the Netherlands An-
tilles in general. In order for the integrated maritime policy to be
truly effective, it should be supported by a general economic frame-

work policy.

47 See Inter-American Development Bank (1997).
48 Subsequently, the IDB was asked to develop an action plan. containing concrete
measures and a detailed time scale.
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In support of the integrated
maritime policy the FRAME-

WORK

POLICY with MARI-

TIME FOCUS includes meas-
ures aimed at:

restricturing government;
spurring economic growth
in general;

providing beneficial bound-
ary conditions;

attracting  foreign  invest-
ment.

specific sectors;
stimulating inter-island
trade.

V.5.1.

This fifth scenario, FRAMEWORK POLICY with MARITIME FO-
CUS, presents an inventory of the different aspects that should be
covered by such a framework. These measures concern both general
economic policy and measures aimed specifically at other sectors of
the economy, e.g. tourism. It is outside the scope of this study to in-
vestigate and describe these measures in detail, although an approach
similar to that used in this study is recommended for other sectors,

such as tourism, air transport and telecommunications.

This scenario clearly builds further on the INTEGRATED MARITIME
POLICY scenario. The additional effects of the proposed flanking
policy measures are calculated in Chaprer X.

In support of the integrated maritime policy the FRAMEWORK POL-
1CY with MARITIME FOCUS includes measures aimed at;

restructuring government;

- spurring economic growth in general;

— providing beneficial peripheral conditions;
— attracting foreign investment;

— specific sectors: financial offshore activities, (cruise) tourism,
manufacturing industries, fishery, and telecommunications;

— stimulating inter-island trade;

— promoting the Netherlands Antilles.

MEASURES AIMED AT RESTRUCTURING GOVERNMENT

— The government of the Netherlands Antilles is to be restructured
along the lines of the Re-Inventing Government (RIG) plan. This
means that government will be down-scaled and focuses on its
core responsibilities, i.e. providing public services. One of the
principal measures to down-scale government is to privatise gov-
ernment companies to the maximum extent possible. The reduc-
tion of the public sector’s size will provide more room for private
initiative;

— it needs to be stressed that the privatisation of government activi-
ties does not release the government from the task of developing a
policy. On the contrary, the government should provide the pri-
vate sector with a framework in which to operate;

© Policy Research Corporation N.V.
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V.5.2.

besides being reduced in scale, government power is delegated to
the level of the islands along the lines of the principle of subsidi-
arity: the tasks which can be performed by the island governments
should not be performed by central government;

decision making at all levels of government is to be sped up by
reducing bureaucratic procedures (‘red tape’, see Chapter I) and
by decentralisation: fast decision-making should become one of
the Netherlands Antilles strenghts.

MEASURES AIMED AT SPURRING ECONOMIC GROWTH IN
GENERAL

In the FRAMEWORK POLICY with MARITIME FOCUS scenario
the government should focus its efforts on the stimulation of
service industries, e.g. tourism, financial offshore, transport &
distribution, and telecommunications. Due to the lack of raw ma-
terials, production industries suffer a ‘natural’ disadvantage;

a new taxation system, the New Fiscal Framework (Nieuw Fiscaal
Raamwerk, NFR) should be introduced. The NFR will result in a
lower profit taxation tariff, while the difference between onshore
and offshore companies will be abolished. The economy will be
stimulated by the lower tax level, which can of course only be re-
alised if the government is severely down-sized. In turn, the fi-
nancial offshore sector will be able to open new markets by en-
tering into new bilateral tax agreements, which are possible as a
result of the respectable nature of the NFR49;

the capital market should be liberalised, allowing foreign banks to
enter the local market. This will result in lower interest rates and a
more formalised way of investment financing;

current investment credit ceilings are to be removed, or at least
separated from ceilings for consumptive credit;

the labour market should be restructured by introducing modern
legislation which permits the more flexible use of labour without
excessively compromising the rights of the employee. This was
also one of the principal recommendations of the IDB study. In
the short term, introducing more flexibility may seem a threat to
labour unions. However, in the longer run this flexibility will
stimulate economic growth and create additional employment on
the islands.

49

The financial offshore sector is ‘protected’ from paying high taxes by means of a
clear-cut advance ruling system.
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V.5.3. MEASURES AIMED AT PROVIDING BENEFICIAL PERIPHERAL
CONDITIONS

— The privatisation of government companies and the liberalisation
of the markets will lead to better services and lower tariffs for
telecommunications and utilities (water, electricity). However, the
government cannot stop at liberalisation and privatisation. The
limited size of the Antillean markets can easily lead to a monop-
oly, and this time a private one. In order to guarantee a certain de-
gree of competition, the government should therefore tender the
right to provide the services in question on the islands, on the ba-
sis of strict terms of reference with respect to service levels and
(maximum) tariffs;

— training and education will be restored as crucial elements for
economic development and subsidised to attract foreign invest-
ment;

— closely related to the aspect of training and education is a policy
aimed at reversing the continuous ‘brain drain’. Highly-educated
Antilleans living in the Netherlands and the United States will be
urged to come back to the Netherlands Antilles to contribute to
the economic development of their home country30. A very im-
portant aspect in this respect, is the provision of good and afford-
able (temporary) housing for repatriates;

in order to achieve more economic, social and political stability, a
move should be made towards more co-operation and consultation
between government and the social partners. The first step in this
direction was recently taken with the signing of the ‘Akuerdo di
Amandelweg’ by representatives of the labour unions and em-
ployers® and producers’ organisations. This ‘consultation econ-
omy’ is modelled the Netherlands (‘Poldermodel’), taking into ac-
count the characteristics of the Antillean history and economy;

— the legal framework of the Netherlands Antilles is modernised,
while obsolete legislation is discontinued. In order to achieve this
goal, the capacity of the Central Bureau for Legal and General Af-
fairs (CBJAZ) is (temporarily) increased and ‘red tape’ is re-
duced>1. In order to obtain transparent legislation, it is essential to
have policy makers determine the objectives to be achieved before
the actual law texts are drawn up by jurists;

— an objective and uniform instrument for the evaluation of both
direct government investment and investment projects supported
by the Antillean or Dutch (KabNA) government will be devel-
oped.

50 The *Arbeids Advies Dienst’ and the *Centrum Voorlichting Antillianen” can
provide support to this end.
51 Using technical support by Dutch public servants.
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V.5.4.

V.5.5.

MEASURES AIMED AT ATTRACTING FOREIGN INVESTMENT

The following measures are to be introduced:

fast decision-making and the removal of bureaucratic obstruc-
tions. For instance, the procedures for granting work and resi-
dence permits to foreign employees (expatriates) are to be simpli-
fied and sped-up;

a more favourable fiscal treatment of foreign investment is to be
introduced. These fiscal advantages may take the form of tax
holidays. However, the current system will have to be simplified:
a uniform system of granting these tax holidays “across the board’
is to be introduced, while clear and unambiguous criteria are to be
developed so as to avoid uncertainty and abuse.

the historical policy of granting government guarantees should be
abandoned for obvious reasons: (foreign) investors should bear
their own investment risk. Entrepreneurs should not have any
problems in financing solid projects ‘in the market’. In the past,
nearly all guarantees provided by the government of the Nether-
lands Antilles were cashed in;

the free zone areas should be continued in their current format,
while the Economic Zone (E-zone) at Hato airport should be fur-
ther developed (partly as experimental garden for possible future
deregulation);

Sea-Air transport and the development of a regional distribution
function are to be stimulated by means of fiscal incentives and
promotional port handling tariffs;

the intrinsic fear of foreign investors and employees should be
tackled by means of promotion and training. This campaign
should be aimed at both the general public and pressure groups
such as labour unions. A ‘mental shift’ or change in the attitude
towards foreigners is the final goal: the professional experience
and knowledge of foreigners should be used to the advantage of
the Antilles. Moreover, providing service should be considered an
“art’ instead of the proof of subordination;

support by contributing to (organising, financing) the training and
education of (potential) local employees.

SECTOR-SPECIFIC MEASURES

In order to formulate policy alternatives for other sectors, an ap-

proach similar to the one used for the maritime sector is recom-

mended for the financial offshore sector, tourism, telecommunica-

tions, manufacturing, and fishery. Some general and preliminary rec-

ommendations are presented below.
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V.5.5.1. The financial offshore sector

— the telecommunications market are to be liberalised:

— the financial offshore sector is to be supported by means of the
introduction of a New Fiscal Framework (Nieuw Fiscaal
Raamwerk, NFR).

The NFR will turn the Netherlands Antilles into a ‘high-tax ha-
ven’: relatively high tariffs (28%), combined with a system of de-
ductions and rulings will result in very low effective taxation for
offshore companies.

The respectability of the NFR will enable the sector to broaden its
income base by entering into new bilateral tax treaties. Further-
more, the link with the Netherlands - the home market of the An-
tillean offshore - can remain intact. An alternative tax scenario
aimed at attract more offshore activity would be to become a ‘no-
tax haven’. Such an imprudent approach would inevitably result in
the striking of the tax arrangement of the Dutch Kingdom
(*Belasting Regeling voor het Koninkrijk’, BRK). As a result, the
financial offshore would lose an important part of its ‘home mar-
ket’. namely the Netherlands.

V.5.5.2. Tourism

a/ Stay-over tourism

— the generally negative attitude towards providing services (to
tourists) has to be changed, especially on Curagao;

— to support (cruise) tourism, local (small-scale) initiatives have to
be stimulated. Investments in hotels and tourist attractions will be
supported by means of investment grants and/or fiscal advantages
(e.g. tax holidays). However, the current policy of providing gov-
ernment guarantees will be discontinued:

- because of the intrinsically high price level on the islands, the
Netherlands Antilles should aim for the high end of the tourist
market:

— to this end. the quality of service in hotels and restaurants will
have to improve, and new attractions will have to be built, such as
a golf course and other sports facilities;

— the potential of new forms of "‘combined tourism” should be con-
sidered, e.g. an island-hopping programme including some or all
of the Netherlands Antilles, emphasising the differences between
the islands.
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b/

furthermore, the combination of inter-island passenger and cargo
shipping could be economically feasible and contribute to the
concept of Nation Building. The combination of tourism and fish-
ery could also appeal to certain markets, efc.

the hotel sector is to be restructured, both financially and with
respect to the service rendered.

Cruise tourism

Curagao is to be promoted and operated as a cruise destination in
a concerted action of the maritime sector (Curagao Ports Author-
ity), the tourism sector, represented by the Curagao Tourism De-
velopment Bureau, and the (Punda) retail sector;

a limited home porting strategy may be pursued, aimed at short
cruises (up to one week) in the region, provided by ‘boutique
lines’ and small cruise vessels (e.g. windjammers);

in a joint effort with other cruise destinations in the region, the
Leeward islands of the Netherlands Antilles should initiate the
proposals for new cruise itineraries in co-operation with cruise
lines. Recently, a ‘Southern Caribbean Group® was installed pre-
cisely for this purpose. The group comprises ports in Panama,
Colombia, Venezuela, Trinidad & Tobago, Aruba and the Neth-
erlands Antilles (Curagao, Bonaire); the initiative was taken by
the tourist offices in the countries concerned:

the new package(s) should be promoted as well, e.g. as the ‘Deep
Caribbean Cruise Experience’;

a more ‘open air’ transport policy is introduced, allowing other
airlines to compete with KLM and ALM on international connec-
tions, with lower air fares as a result. This aspect is of great im-
portance if Curagao is to become a (limited) home port for small
cruise vessels.

V.5.5.3. Manufacturing and light industry

Investors in manufacturing and light industry should obtain a
number of advantages, comparable to those aimed at attracting
foreign investment, provided the following conditions are met: the
activity should be sustainable, create employment, and be non-
polluting. Furthermore, no protection from international competi-
tion will be provided;
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— with respect to manufacturing related to the EU-OCT arrangement
(rice, sugar) no concrete recommendations can be made at present
pending decision-making at the level of the Kingdom and the EU.
However, from a realistic point of view, both the near and more
distant future prospects for this kind of activity are far from
promising32. Hence, no positive long-term effects should be ex-
pected.

V.5.5.4. Fishery

The Curagao fishery sector was briefly described in Chapter [11. With
respect to fishery, two projects are at present being carried out on

Curagao:
— the development of port facilities for small fishing boats;

- the use of deep water buoys (Fish Attraction Devices) to improve
efficiency.

The port project aims to maintain current fishery activities on the
island, by providing the fishermen with specific fishery port facili-
ties, such as ice-machines. The aim is not to stimulate the sector. The
buoy project is aimed at increasing the catch of the current fisher-
men. Again, the aim is not to increase the number of fishing boats.
Nevertheless, credit funds for investment in the sector are available
through the Development Bank for the Netherlands Antilles (OBNA),
At present, further growth in the number of boats is expected to result
in a decrease of the catch per boat, as the potential of the coastal wa-

ters of Curagao is limited.

Additional potential is in fishery outside the coastal waters. At pres-
ent, fishing for migrating fish (e.g.like tuna) in the Atlantic Ocean is
not an activity in which fishermen from the Netherlands Antilles are
engaged33. However, there seems to be potential for additional reve-
nues from tuna fishing for the Leeward islands. [n order to become

involved in this market, the Netherlands Antilles have to become a

52 For one. the benefits related to the OCT arrangement will decrease with the
world wide downward trend of tariffs and duties caused by the WTO. Further-
more. it is very likely that the EU-OCT arrangement will not be continued when
it expires in the year 2001,

53 The ship’s register has attracted a fleet of Spanish tuna fishery vessels using the
Netherlands Antilles as their home base.
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member of ICATT, which regulates the fishing of migrating fish in
the Atlantic Ocean by setting quotas.

Finally, no links with tourism have been established yet. There would
be some potential for fishing trips for tourists, and for providing
more fresh fish to hotels and restaurants. However, ,as a result of the
currently low fish stock in the Caribbean region the danger of over-
fishing is real. The Food and Agriculture Organisation of the United

Nations (FAQ) expects a shortage resulting in an increase in prices.

With relatively minor investments the fishery sector, which is im-
portant in the sense of employment, can be actively supported. With-
out going into much detail, the FRAMEWORK POLICY with MARI-
TIME FOCUS scenario assumes this support will be realised in order
to sustain the current scale of the sector and its contribution to the

island’s economy.
Telecommunications

After the privatisation of Antelecom and its merger with the (public)
telecommunication companies of the islands, the liberalisation of the

telecommunication smarket of the Netherlands Antilles is completed.

Like for the operation of the ports, the Antillean government cannot
stop at the point of liberalisation. The limited size of the Antillean
telecommunication market can easily give occasion for a monopoly,
and this time a private one. In order to guarantee a certain degree of
competition, the government should therefore tender the right to pro-
vide telecommunications services on the islands, on the basis of strict
terms of reference with respect to service levels and (maximum) tar-
iffs.

With competitive telecommunications, the islands will be able to
promote all sorts of telecommunication-related activities, such as call
centres (marketing), help desks, security services, dispatch services,
et cetera. The time difference with Europe, the multilingual popula-
tion, and the relatively cheap labour are additional strengths in this

respect.
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V.5.6.

V.5.7.

MEASURES AIMED AT STIMULATING INTER-ISLAND TRADE

In order to stimulate trade and transport, the islands should start pro-

ducing products. The following measures and options may be consid-

ered in this respect:

the stimulation of agricultural and cattle breeding activities on the
five islands, enabling the Netherlands Antilles to substitute some
of the current imports of agricultural products;

the facilitation of inter-island contacts by means of lower tele-
communication tariffs and low air fares. Personal contacts are es-
sential to establish good trade relations;

Annex D showed that the central government should not consider
granting an operating subsidy for an inter-island shipping service,
on the grounds of its contribution to the ‘Nation Building” pro-
gramme. Moreover, supporting inter-island transport, especially
inter-insular shipping, by means of fiscal advantages and prefer-
ential harbour tariffs is not expected to generate results either;

a combination of passengers (tourists) and cargo may facilitate the
profitable operation of an inter-island service;

stimulating the development of an information platform facilitat-
ing the consolidation of cargo flows between the Leeward islands
and the Windward islands. To this end, an inventory of all current
and possible flows between the islands of the Caribbean region
should be made;

attempting to achieve international co-operation with respect to
inter-insular shipping, e.g. within the Association of Caribbean
States54,

MEASURES AIMED AT PROMOTING THE NETHERLANDS ANTILLES

the promotion of the Netherlands Antilles as a place of business
and investment should be reorganised. Organisations such as
Curinde, FIAC, Curagao Inc., HADCO should work towards a
merger so that Curagao will have a clear and efficient promotional
organisation. A first step in this direction is the merging of FIAC
into Curagao Inc, Close co-operation with the CTDB is also rec-
ommended. Within this umbrella organisation, task forces may be
set up to look after specific (sector) interests;

54

It should be borne in mind that these activities should be in line with the net-
works of the major international shipping lines to be successful.
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— the merged Curagao promotional organisation could serve as a
platform for the establishment of a promotional structure for the
Antilles as a whole. This way economies of scale could be real-
ised. Furthermore, the operation of the current programme
‘Netherlands Antilles - Dutch Caribbean’, promoting the Nether-
lands Antilles as a diverse set of islands would be facilitated;

— the ‘mundane character’ of the Netherlands Antilles is to be pro-
moted in high class tourism if the aim is to attract. The arts and
fashion design should be stimulated by providing facilities for
artists, and by organising fashion shows, festivals, exhibitions etc.
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VL POLICY SCENARIOS FOR BONAIRE

In this chapter the policy sce- As has already been indicated, the previous chapter provided a de-
narios are adapted to the par-

feular sieation o Bt tailed description of the policy scenarios for Curagao. Because of the

central position of Curagao in the Netherlands Antilles, federal as-
pects of maritime policy, which also apply to the other islands, were
described as well. In this and the subsequent chapters the policy sce-
narios are adapted to the situation on Bonaire and the Windward is-

lands.

VI.1. SCENARIO 1: CONTINUATION

Chapter VLI describes  the Chapter Il presented an overview of the current situation in the
CONTINUATION scenario for ¥ 7 5 ; .
Bonaire. maritime sector of the Netherlands Antilles, including Bonaire. In the

CONTINUATION scenario current policies, as described in Chapter

111, will be continued in the future.

The situation on July 1, 1997 is used as a reference point for the cur-
rent situation, and thus as the basis of the CONTINUATION scenario.

For maritime policy on Bonaire this means:

— all current federal measures will continue to apply, including the
registration of ships and the (special profit and tonnage) taxation
system. The lack of an overall policy framework, and of efforts to
promote the Netherlands Antilles as a maritime centre will not be
remedied;

— the Island Government will remain responsible for the manage-
ment, operation and development of the port. The operational and
administrative tasks related to the port will be delegated to the
Harbour and Pilotage Service. Private companies (shipping
agents) will perform agency and stevedoring activities in the port
of Kralendijk;
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No changes in the general eco-
nomic policy of the federal and
island governments are assumed
to  occur within  the CON-
TINUATION scenario.

VI.2.

A LAISSEZ FAIRE attitude im-
plies  that existing measures
aimed at or related to the mari-
time sector will be discontinued
and that no new measures will
he introduced.

The implications of such an
altitude are presented in Chap-
ter V1.2,

no specific policy will be developed for the management and op-
eration of the ports of the Antilles, including investments in port
infrastructure. As a result the Harbour and Pilotage Service will
(continue to) have to do without a framework for its planning and
actions;

no investments will be made in port infrastructure to upgrade ei-
ther the cargo handling or (cruise) passenger reception facilities;

no measures (e.g. promotion) will be introduced to attract more
cruise ships to Bonaire;

the activities of Bonaire Petroleum Company (BOPEC) at the oil
storage and transhipment terminal will be continued;

the CONTINUATION scenario will take into account the decline
of the rice imports and exports in the port of Kralendijk as a result
of the review of the EU-OCT arrangement;

no free zone will be established in the CONTINUATION scenario;

maritime education and training will be continued in its present
form, at its present level: the course leading to the ‘Master/Engine
driver restricted certificate” will be continued.

With respect to general economic policy (business climate), this sce-

nario assumes that current conditions will not change (radically):

utility prices will remain virtually unchanged, current legislation with

respect to residence and work permits will not be relaxed, telecom-

munications tariffs will remain high, efc. As for Curagao (and the

Windward islands), changes in the general economic situation are
assumed to be part of the FRAMEWORK POLICY with MARITIME
FOCUS.

SCENARIO 2: LAISSEZ FAIRE

As for Curagao the LAISSEZ FAIRE scenario implies that:

no Department of Economic and Maritime Affairs will be estab-
lished, which means that no maritime policy will be developed at
central government level.

moreover, no Service for Shipping and Maritime Affairs (SSMA-
B) will be set up for the Island Territory of Bonaire either;

the ship’s register will be abolished, the Shipping Inspectorate
(SINA) will (largely) become redundant, and the current tonnage
tax facility will become superfluous;

no free zone area will be established on Bonaire;
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A true laisses faire approach

would entail the privatisation of

the port. However, considering
the macro-economic importance
of the port to the island’s econ-
omy this option is considered
unsuitable.

VIL3.

The REGISTER PLUS scenario
covers a sel of measures aimed
at stimulating activities related
to the registration of ships.

However, considering the ab-
sence of such activities on Bon-
aire, the effects of the REGIS-
TER PLUS scenario are rea-
sonably assumed to be limited to
Curagao.

— the training and education of seafarers with government support
will be discontinued. Activities in this area will only sprout from
private initiatives. This means the current training programme
leading to the ‘Master/Engine driver restricted certificate” will not
be continued:

— the Netherlands Antilles will not be promoted as a maritime cen-
tre.

The complete privatisation of the management and operation of the
port of Philipsburg is not considered in the LAISSEZ FAIRE scenario,
for the same reasons that applied for Curagao. Because of the macro-
economic importance of port infrastructure for the island economys, it
is not desirable to create any kind of (unregulated) private monopoly
in the portl.

With respect to general economic policy the same assumptions are
made as in the CONTINUATION scenario.

SCENARIO 3: REGISTER PLUS

The REGISTER PLUS scenario is not expected to have a significant
impact on the maritime sector of Bonaire. Although the ship’s regis-
ter enables ship owners to register ships on Bonaire, this has not
caused any related activity (notary, trust companies) on the island.
For the future no change in this pattern can logically be expected.
The same is true for the Windward islands. The effects of the REG-
ISTER PLUS scenario are therefore limited to Curagao.

If the registration of yachts in the Netherlands Antilles is facilitated
and promoted, this may have a positive impact on yachting, marinas,
boat yards etc. The fact that Curagao and Bonaire are situated outside
the hurricane belt is an additional advantage. The islands can be pro-
moted as ‘safe havens’ during the hurricane season. The positive ef-
fect on yachting and marinas can only be realised within an overall
policy aimed at developing tourism on Bonaire. This is therefore part
of the FRAMEWORK POLICY with MARITIME FOCUS.

| Considering the small scale of the port, a monopoly is the most likely outcome of
a privatisation process.

© Policy Research Corporation N.V.
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VI14.

Vi4.1.

Chapter VI4 portrays the IN-

TEGRATED MARITIME POL-

ICY scenario, which consists of

three (inter-related) racks:

= the facilitation of economic
development in general;

— the stimulation of activities
in the maritime sector;

— the provision of beneficial
peripheral conditions.

Three aspects can be considered
in the light of the facilitation of
economic growth in general:

— port organisation;

- inter-island shipping;
= cruise tourism.

Vi4.1.1.

Because of the macro-economic
importance of port infrastruc-
ture for the island's economy, it
is not desirable to create any
kind of (unregulated) private
manopoly in the port of Kral-
endifk.

Hence, a slight modification of
the existing situation: the termi-
nal should be operated as a
common user facility by all li-
cenced stevedoring companies
in the port.

SCENARIO 4: INTEGRATED MARITIME PoOLICY

As for Curagao, the integrated maritime policy is based on three
tracks:

1. facilitating (externally generated) economic growth in general;

2. stimulating activities in the maritime sector;

3. providing favourable peripheral conditions.

THE FACILITATION OF ECONOMIC GROWTH IN GENERAL

As indicated, the maritime sector can merely facilitate economic
growth. At present, the Bonaire economy is not likely to produce in-
ternal growth, largely because of the near-full employment situation
and the limited potential for economic development and diversifica-
tion. Apart from salt, the island’s natural resources are limited, while

qualified labour is scarce and utilities are relatively expensive.

Three aspects can be considered in the light of the facilitation of eco-

nomic growth in general:

— port organisation;

|

inter-island shipping;

|

cruise tourism.
Port organisation

Because of the macro-economic importance of port infrastructure for
the island economy, it is not desirable to create any kind of

(unregulated) private monopoly in the port.

A number of years the island government of Bonaire ago, pressured
by the Dutch government (KabNA), considered re-organising the port
of Kralendijk along the lines of the current organisation of the port of
Willemstad. The re-organisation was put forward as a precondition
for further investment support by KabNA. Such a move would effec-
tively have granted a stevedoring monopoly to a group of small ste-
vedoring companies. A lawsuit, instituted by stevedores excluded

from the agreement, prevented the plans from being implemented.
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Because of insufficient staffing, As indicated in Chapter IIl, at present the Harbour and Pilotage
an adjusted structure for the . A

organisation of the port of Kral- Service does not have the time nor the resources to manage the port
endifk is  recommended see

Figure VL. properly and effectively. An adjusted structure for the organisation of
the port of Kralendijk is therefore recommended. The recommended
adjustments are presented in Figure VI /. In an ideal situation, the
statutory and legislative tasks should be performed by the Service for
Economic Affairs (Dienst Economische Zaken) of the island, while
the operational and administrative tasks related to the port would be
delegated to the Harbour and Pilotage Service. However, in view of
the scale of the port and the characteristics of the current organisa-

tion, a different structure is recommended.

Figure VI.1 : Proposed organisation for the port of Kralendijk.

ML HGa : Island government of Bonaire
Advisory B3 Commissioner for Economic Affairs
Board ]
, : < 2 Service for
Port policy : Bonaire Port Authority Economic
Port infrastructure < - > Affairs
Pilotage General = >
. - ourism
Services manager Corporation
Bonaire

I
safety & nautical |

surveillance licences
: 1
Port superstructure : 1
inal handlin
FermiAdihandling Agents/stevedores
services (stevedoring)

Source : Policy Research Corporation N.V.

Within the INTEGRATED MARITIME POLICY scenario, the Island
Government remains responsible for the management, operation and
development of the port. The port should be operated as a *landlord
port’, with the Island Government as the owner of the port infra-

structure. Private agents/stevedores should be responsible for the
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Within the new structure, a
stronger BPA would take up
new responsibilities:

the development of a mari-
time and port policy at is-
land level;

co-ordination with the inte-
grated maritime policy at
national level;

having a part in drawing up
a Master Plan for the devel-
apment of cruise tourism;
the continuation of existing
initiatives for regional co-
operation  with respect o
cruise [ourism;

issuing licences;

setting (new) harbour tariffs
and pilotage charges;
drawing up rules and regu-
fations;

the conception of a strategy
Jor the promotion and de-
velopment of yachting and
marinas.

procurement and maintenance of the port’s superstructure (cranes,
chassis and other cargo handling equipment).

Because of the diverse background and interests of the port’s existing
shipping companies/agents/stevedores, a merger into one single ste-
vedoring company is not expected to be feasible. The port infra-
structure (piers and quays) should therefore be operated as a common
user facility, accessible to all licenced stevedoring companies and
their accredited personnel. With respect to the personnel a system of
port access passes should be introduced in order to prevent the pub-

lic’s access to the port area.

The Harbour and Pilotage Service should be turned into a Bonaire
Port Authority (BPA) by adding a general or strategic manager to the
present staff. The BPA should operate in close co-operation with the
Service for Economic Affairs and should report directly to the Com-
missioner of Economic Affairs. In addition to pilotage services, the

BPA would be responsible for:

— the development of a port policy. This would mainly concerns
strategic planning with respect to investments in the port, and
finding the funds to realise these investments. At present, the
Netherlands (KabNA, DEPOS, Sociaal Vangnet) and the EU are
the most important sources of funds for port investments. The
general manager would be responsible for this aspect;

— the island’s port policy should be co-ordinated with the integrated
maritime policy at national level, guarded by the ‘Beleidscodrdi-
natiecommissie’ (BCC). In the development of proposals for the
island’s maritime and port policy, the general manager of BPA
would be supported by the Maritime Advisory Board, of which he
would be the chairman;

— in co-operation with the Tourism Corporation Bonaire, BPA
should also be involved in completing a master plan for the devel-
opment of cruise tourism and making it operational;

— moreover, existing initiatives for regional co-operation (Southern
Caribbean Group) with respect to cruise tourism should be con-
tinued;

— the issuing of licences to agents/stevedoring companies;
— setting (new) harbour tariffs and pilotage charges:

— drawing up a set of nautical rules for the use of the port and the
allocation of berths;

— drawing up regulations with respect to the use of labour in the
port, dealing with education and safety at work. The BPA could
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Vid4.1.2.

Vi4.1.3.

Although tourism is very im-
portant to the Bonaire economy,
the Island Government has con-
sciously chosen a path of grad-
ual and limited growth.

also take the initiative for setting up training courses in this re-
spect:

— drawing up a set of port regulations with respect to nautical safety
and environmental issues. These regulations should be based on
international standards. However, giving the (economic) impor-
tance of the preservation of the marine environment, additional
legislation may be necessary. The additional environmental leg-
islation should be developed in consultation with the Bonaire Ma-
rine Park (STINAPA) and the Coast Guard:

— the conception of a strategy for the promotion and development of
yachting and marinas on Bonaire.

In order to be able to perform these additional tasks, the BPA should
acquire a general manager who would be entrusted with these strate-
gic issues. The Harbour Master should remain responsible for the
surveillance and enforcement of nautical safety and environmental
regulations, as well as for providing of pilotage services. Moreover,
the Harbour Master should be involved in developing the above-
mentioned legislation, and be a Member of the Maritime Advisory
Board.

Inter-island shipping

Shipping connections between Bonaire on the one hand, and Curagao
and Aruba on the other, are regular, sufficient and acceptable. No
additional measures to stimulate inter-island shipping to and from

Bonaire are introduced.

Cruise tourism

Analogous to the situation on Curagao, the principal external source
of economic growth to be supported by the maritime sector is
(cruise) tourism. Although tourism is very important to the Bonaire
economy, the Island Government has chosen a path of gradual and
limited growth. So as to protect the island’s (marine) environment.
With respect to cruise tourism, the Island Government aims to attract
medium-sized cruise vessels, with an average of about 700 passen-

gers, which is the maximum the island can sustain. Two visits a week
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Considering the growth pros-
pects for the Deep Caribbean as
a whole and the competitive
position of Bonaire, 48 000 is
considered the maximum aftain-
able number of passenger visits
per year by 20003,

by ships of this size would be considered ideal by the Island Gov-

ernment.

The historical development of the number of cruise passenger visits
to Bonaire is presented in Figure V1.2, Moreover, the figure presents
a forecast for the future development of cruise tourism on the island.
A total number of 48 000 passenger visits is forecast for 2005. This is
far less than two vessels carrying 700 passengers a week, such a
schedule which would result in approximately 70 000 passenger vis-
its a year. Considering the growth prospects of the Deep Caribbean as
a whole and the competitive position of Bonaire, 48 000 is consid-
ered the maximum attainable number. This level will probably not be
attained as gradually as Figure VI.2 suggestss but rather by fits and
starts.

Figure VL2 : Bonaire, number of cruise passenger visits (x 1 000), 1986-2005.

50
45

40

35

30

25
20

15

10

]
0

1986
1988
1990

1992
1994
1996
1998
2000
2002
2004

Source : Policy Research Corporation N.V.

To actually attain this level, the

Island Government, BPA and

TCB should:

— improve their product;

- improve the organisation
and facilities of the port:

— co-operate internationally to
promote their port.

In order to stimulate cruise tourism on Bonaire and actually attain the
level of 48 000 passenger visits in 2003, the Island Government, BPA

and TCB have a number of instruments at their disposal:

the improvement of the product Bonaire (island-related factors);

— the improvement of the organisation and facilities of the port of
Kralendijk (port-related factors);

— international co-operation with respect to promoting ports in the
Deep Caribbean as cruise destinations.
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As a cruise tourism product,

Bonaire can still improve in

sOme respects:

- upgrading the area adjacent
to the pori;

= shopping and restaurant
facilities in Kralendifk:

- training of employees in
service professions;

— better use of attractions;

— more funds for island pro-
motion.

a/ The product Bonaire

Some of the strengths and weaknesses of Bonaire as a cruise destina-
tion have already been discussed in Chapter IIl. For instance, the
clean and diverse environment makes the island very suitable for
one-day tours. In some respects, however, the product Bonaire still

needs to be improved.

Which could also be considered as part of the port itself. The area
directly adjacent to the port should be upgraded too: by means of
more attractive street furniture, a promenadeZ2, trees, sanitary facili-

ties, sun sheds, esc.

Among the other aspects which need improvement are the shopping
facilities in Kralendijk. In this respect, the island should not aim at
conventional articles such as T-shirts and souvenirs. Bonaire should
focus on becoming an ‘island of art’, selling all kinds of (art-related)

products to tourists and organising conventions and exhibitions.

In addition, a wider variety of restaurants is apparently necessary.
The education and especially the training of personnel is an impor-
tant factor as well. The people of Bonaire have a favourable attitude
towards cruise tourism, and are generally considered very nice and
helpful by cruise passengers. Nevertheless, employees in service pro-
fessions can be trained to provide more information and a higher
level of service. An important occupational group in this respect con-
sists of the (temporary) taxi-drivers. In co-operation with cruise lines,

the island should train its taxi-drivers to be tour-guides as well.

In addition, the island should make better use of the available attrac-
tions to, for instance, diving and snorkelling sites, the flamingo
sanctuaries, slave huts and the light house, salt pans, National Park
Washington Slagbaai, efc. Wherever possible, Bonaire should de-
velop new attractions and activities, e.g. new water sport activities,

(historical) exhibitions and other cultural events.

2 The Island Government has recently decided to start upgrading the existing

promenade.
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Substantial investments in port
infrastructure  and  passenger
reception facilities on behalf of
cruise tourism cannotl be justi-
fied, due to the rather limited
volume of this type of tourism.

Moreover, with relatively small
investments and a more efficient
utilisation of the available piers,
the port s cruise facilities can be
upgraded considerably.

Finally, more funds have to be made available for the promotion of
the island and its cruise potential. The existing Bonaire Cruise Asso-
ciation should take the initiative in this respect. Although there is
very little crime on Bonaire, the island should battle clamp down on
it: even petty crime damages a destination’s reputation with cruise

lines and their passengers.

b/ Port organisation and facilities

Some clear recommendations can be formulated on how to make
better use of the existing infrastructure for the benefit of cruise tour-

ism, with only limited investments:

— the North pier should be adapted to suit the reception of larger
cruise ships: additional boulders and dolphins will have to be con-
structed to this end. At the North pier, cruise passengers directly
arrive in Kralendijk’s tourist centre and can avoid walking
through the less attractive southern part of the port. If more cruise
ships call at the port simultaneously, the use of the South pier may
be considered3;

— the North pier and the surrounding area should be upgraded to
offer better service and higher quality to cruise tourists: upgraded
boulevard (‘Zeepromenade’), more restaurants, shops, sanitary fa-
cilities, etc.;

— by relieving the South pier, more capacity will come available for
cargo handling, mainly ro/ro cargo;

— in addition, the middle pier should be adjusted to accommodate
the ro/ro vessels of the inter-island operators, as well as ferries.
This way. reliance on the single ro/ro ramp of the South pier will
be reduced. At present, the entire island economy depends on the
rofro facility of the South pier for its supplies, which is an unde-
sirable situation;

— more efficient and structured use of the storage areas and road
access will help solve current problems concerning capacity,
safety, efc.

The port can be made more efficient so that it will be able to accom-
modate all cargo and passenger traffic expected over the coming
years. This upgrading will only require limited investments. Consid-
ering the fairly limited potential for cruise tourism, large investments

in cruise reception facilities are not warranted anyway.

3 An alternative would be to offer tendering services from the roadstead to the
shore. Considering the relatively calm water in the port. this seems a [easible al-
ternative which deserves further investigation.
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The lLeeward islands of the
Netherlands Antilles are in the
process of drawing up new
cruise  itineraries  in  co-
operation  with cruise lines.
Recently, a 'Southern Caribbean
Group ' was installed precisely
o this end.

By working together with other
ports in the Deep Caribbean,
Bonaire may be able to attract
medium-sized  cruise  ships
thraoughowt the year.

VI4.2.

The stimulation  of maritime

activities in the INTEGRATED

MARITIME POLICY scenario is

considered for the jfollowing

tvpes of activities:

—~ the transhipment of il
products;

~  bunkering services and fa-
cilities;

—  ship chandling:

— free -one trading activities;

- vachting and marinas.

¢/ International co-operation: Southern Caribbean Group

In a joint effort with other cruise destinations in the region, the Lee-
ward islands of the Netherlands Antilles are in the process of drawing
up new cruise itineraries in co-operation with cruise lines. Recently,
a ‘Southern Caribbean Group® was installed precisely for this pur-
pose: in May 1998, new itineraries were presented to selected inter-
ested cruise lines. The Southern Caribbean Group comprises ports in
Panama, Colombia, Venezuela, Trinidad & Tobago, Aruba and the
Netherlands Antilles (Curagao, Bonaire). Together, these ports can
develop cruise programs for the Deep Caribbean. with a view to at-
tract more sizeable vessels to the region on a regular basis. These
activities are included in the INTEGRATED MARITIME POLICY

scenario.

At present, cruise tourism is a highly seasonal industry on Bonaire.
By working together with other ports in the Deep Caribbean, Bonaire
may be able to attract cruise ships throughout the year. The port’s
infrastructure is capable of receiving very large vessels, carrying
some 1 500 passengers. However, as indicated, considering the avail-
ability of tourist facilities and attractions, the island prefers vessels

carrying a maximum of about 700 passengers.

STIMULATION OF ACTIVITIES IN THE MARITIME SECTOR

As for Curagao, the INTEGRATED MARITIME POLICY scenario
only considers the stimulation of maritime activities which are
largely independent of the general economic situation in the Nether-
lands Antilles. For Bonaire these activities include:

— the transhipment of oil products;

— bunkering services and facilities:

— ship chandling;

— free zone trading activities;

yachting and marinas.

© Policy Research Corporation N.V.
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V14.2.1.

The activities of the BOPEC oil
terminal are affected by devel-
opments on the international
market, and largely independent
of the economic (and therefore
maritime) policy of the Nether-
lands Antilles.

Hence, no specific measures are
included in the INTEGRATED
MARITIME POLICY scenario.

V14.2.2.

As the potential for bunkering is
rather limited due to the small
number of ships calling at the
port of Kralendijk, no measures
to stimulate this activity are
introduced.

Transhipment of oil products

As indicated in Chapter [lI, the Bonaire Petroleum Company
(BOPEC) is privately owned and operated. BOPEC’s operations are
largely dependent on developments in the international market. No
government intervention is suggested to support or discourage these

activities.

The main concern for the Island Government is to ensure the obser-
vance of the contract and the safety and environmental regulations.
The environmental aspect (danger of oil spills) is crucial because of
the importance of the underwater environment for the island’s econ-

omy (diving)4.

In conclusion, no specific measures are introduced in the INTE-
GRATED MARITIME POLICY scenario.

Bunkering services and facilities

BOPEC offers bunkering services to ships calling at the oil terminal,
mainly oil tankers loading and unloading. At present no bunkering
facilities are available in the port of Kralendijk. Plans exist to provide
such services from Curagao (CPA, CUROIL) by means of a bunker
barge. Moreover, although BOPEC would be interested in providing
bunker services in the port of Kralendijk, this is apparently not possi-
ble due to a CUROIL monopoly. The BOPEC and CUROIL should
be encouraged by the government to find of a solution to this prob-

lem.

The provision of bunkering services is not a task for the Island Gov-
ernment or the Harbour and Pilotage Service of Bonaire. Initiatives
from the private sector (oil companies) are welcomed, but not ex-
pected, due to the limited scale of the local market. Furthermore,
Bonaire is not on one of the major shipping routes in the Caribbean
(like Statia), which hampers its development into an international

bunker station.

4 In fact BOPEC has an excellent track record with respect to safety and environ-
mental protection.
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V1.4.2.3.

Ship chandling in the port of

Kralendijk has very limited po-
tential, due to the high price
level and the limited range of
goods. Consequently, no meas-
ures to support this subsector
are included in the INTE-
GRATED MARITIME POLICY

scenario.

VI.4.2.4.

The development of a free zone
area on Bonaire is not expected
o be a success and is therefore
hot recommended,

Given the above-mentioned factors, no measures to support the de-
velopment of bunkering services are proposed in the INTEGRATED
MARITIME POLICY scenario. However, as indicated, BOPEC and
CUROIL should come to an agreement concerning the provision of
bunkers in the port of Kralendijk.

Ship chandling

Generally speaking, price levels are relatively high on Bonaire, as the
local market volume is small and there is hardly any local production
of consumer goods, including food and beverages. Provisions for
ships need to be imported (through Curagao). Moreover, demand for
ship chandling is limited, which has clear repercussions on the scale
of chandling activities and, consequently, the price level. Since ship
chandling can thus not be performed on a competitive basis on Bon-

aire, no measures are introduced in this respect.
Free zone trading activities

In the past, several plans were drain up for the establishment of free
zone trading areas on Bonaire. Recently, the Island Government has
resurrected plans to realise two free zone areas. The main free zone is
to be situated south of the port and airport, near Punt Vierkant, next
to the Trans World Radio antenna park. The distance to the port is

considered a clear disadvantage.

Moreover, it is unlikely that of the establishment of a free zone on
Bonaire will be a great success. The island is offside the main trade
and shipping routes. All international sea transport will have to be
transhipped, for instance in the port of Curagao. Furthermore, Bon-

aire has only a limited number of international airline connections.

Because of these factors, the transportation costs related to free zone
trade on Bonaire are expected to be relatively high, which would se-
verely affect the competitiveness position of the zone. Other limita-

tions are the relatively high costs of labour in the Antilles, as well as

© Policy Research Corporation N.V.
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VI4.2.5.

Tourism, especially that gener-
ated by diving, is crucial for the
Bonaire economy.

Bonaire’s tight labour market3. In addition, the competition of exist-
ing free zone areas on Curagao, Aruba and especially Panama, is ex-

pected to be fierce.

On the basis of these considerations, the establishment of a free zone
area on Bonaire is not expected to be feasible. It is therefore recom-
mended not to make any investments in a free zone area before a

number of contracts with trading companies is signed.

Yachting and marinas

Clearly, tourism is one of the main sources of employment and reve-
nue on Bonaire. Almost half the tourists come to Bonaire for diving
and snorkelling. The economic impact of tourism is very consider-
able, as was shown by a recent study on behalf of the Tourism Cor-
poration of Bonaire (TCB)6. Because of its economic significance,
tourism should be central in the Island Government’s economic deci-
sion making. Despite calls for diversification, tourism is bound to

remain an important source of revenue and employment on Bonaire.

At present there is only one full-service marina on the island. Further
research is necessary to establish whether or not additional marina
capacity is necessary. So far, no research on this subject has been
carried out and there are no plans to do so in the near future. Addi-
tional market research would be necessary to evaluate the potential

for marinas and yachting on the Leeward islands, including Bonaire.

Recently, an initiative was launched to start up a small boating yard
for the building and repairing of yachts on Bonaire. These kinds of
facilities are very important if the island is to successfully develop a
marina industry. The Island Government should also consider pro-

viding assistance in training technical personnel for the yard.

5 The changes in the EU-OCT agreement with respect to rice and sugar have re-
sulted in the loss of some 50 jobs on Bonaire. As a result. the labour market
situation has changed as well.

6 International Centre for Tourism and Hospitality Research, 1997.
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At present, the yachting and
marina subsector on Bonaire is
of very limited economic signifi-
cance.

As for Curagao, further market
research is necessary to assess
whether this subsector’s poten-
tial is sufficient enough to justify
investments and/or other
(promotional) efforts.

If so. the [sland Government
should  consider investing in
marina infrastructure.

Vi4.3.

VI4.3.1.

Vi4.3.2.

In the INTEGRATED MARI-
TIME POLICY scenario a
phased approach is chosen,
geared to market demand for
maritime education.

In principle, the training facili-
ties are concentrated on Cura-
cao.

In principle, the private sector should take the initiative, while the
TCB could play a central and co-ordinating role in attracting yachts
and developing marinas on the island7. The government could also,
directly contribute to the development of marina infrastructure. Up to
now, the TCB has not taken any action in this respect. This should be
part of an overall tourism promotion campaign, which falls outside

the scope of maritime policy.

Efforts should be made not only to promote Bonaire as a holiday
destination, but also to facilitate the registration of yachts on the
Netherlands Antilles as this may stimulate yachting on Bonaire. The
organisation of an international sailing regatta would help Bonaire to

realise its the yachting ambitions.

PROVISION OF FAVOURABLE PERIPHERAL CONDITIONS

Fiscal measures

Within the INTEGRATED MARITIME POLICY scenario no fiscal

measures are introduced to stimulate the maritime sector on Bonaire.
Training and education for maritime professions

In principle, maritime education and training in the Netherlands An-
tilles are concentrated on Curagao, so as to generate economies of
scale. Consequently, no investments are made on Bonaire with regard
to training teachers or providing physical infrastructure. As was sug-
gested for other programmes, such as the training of personnel in the
tourist sector, existing staff and premises should be used as much as
possible. Whenever possible, state of the art methods of ‘distant

learning” should be employed.

The main tasks for the Island Governments of the other islands are:

— promoting the maritime professions (both seafaring and ashore)
and providing information on existing programmes;

7 1t should be emphasised that the island government should not provide guaran-
tees to private (foreign) investors,

© Policy Research Corporation N.V.
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VI1.4.3.3.

The promotion of the Nether-
lands Antilles as a maritime
centre should become part of an
overall promotional campaign,
co-ordinated through a national
promotional campaign.

VI4.3.4.

— making an inventory of and co-ordinating local demand for mari-
time education;

— providing (or channelling federal) financial support to students,
e.g. in the form contributions towards the cost of living and
studying on Curagao;

— organising short training programmes, such as the existing an d
successful programmes leading to a Master/Engine driver re-
stricted certificate” at island level, if local demand is sufficient.

In order for yachting, marinas and related activities to develop suc-
cessfully, qualified personnel is essential. In the short term skilled
staff will probably have to be ‘imported’. In the longer run, training
programs could be organised, e.g. short technical courses aimed spe-
cifically at yacht repairs (after basic polytechnic training), but also

courses to train officers for local tourist charter vessels, etc.

The promotion of the Netherlands Antilles as a maritime

centre

As has already been indicated with regard to Curagao, the promotion
of the Netherlands Antilles as a maritime centre should be incorpo-
rated into other campaigns, e.g. general investment promotion, or
tourism campaigns (Dutch Caribbean). Each island should contribute
to the campaign(s), which should emphasise the particular strengths
of the individual islands. For Bonaire these strengths currently are the

storage and transhipment of crude oil and (cruise and dive) tourism.
Safety and environmental measures

As indicated, ensuring safety in the ports and coastal waters and pro-
tecting the (marine) environment are essential for an island such as
Bonaire. Its dependence on (dive) tourism is strong and there is little

potential for economic diversification.

Special attention should be devoted to the BOPEC terminal in this
respect. Moreover, the (further) development of diving and yachting
can only be realised within a strict regulatory framework with respect
to pollution effects. The formulation and enforcement of this legisla-
tion is the principal task of the Island Government, with the assis-
tance of the Coast Guard and the Bonaire Marine Park (STINAPA).
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V1.4.3.5.

Because of the limited scale of
Bonaire's maritime sector, a
separate service for shipping
and maritime affairs cannot be
Justified. A general manager
responsible for port policy and
strategic  planning  should be
added to the Harbour and Pi-
lotage Service.

VLS.

The FRAMEWORK POLICY with
MARITIME ~ FOCUS  includes
measures aimed at:

—  restructuring government;

— spurring economic growth;

— providing beneficial periph-
eral conditions;

— attracting foreign investment;

- supporting specific sectors;

— stimulating inter-island trade
and traffic

- promotion.

Structure of maritime government services

As was suggested for the other islands, a small maritime service
should be established within the Island Government of Bonaire. Be-
cause of the small scale of the maritime sector on the island, this
service should consist of only one person. As indicated, a general
manager should be added to the Harbour & Pilotage Service (see
Figure VI1) to form a new Bonaire Port Authority (BPA). Because
of the emphasis on cruise tourism, the BPA should work closely with
the Tourist Corporation Bonaire (TCB) and the Service for Economic
Affairs. The BPA and TCB should continue to contribute to the
Southern Caribbean Group, which coordinates existing international
initiatives, the existing international co-operation in the field of

cruise tourism.

At island level, the general manager of the BPA should be the chair-
man of the Maritime Advisory Board, comprising representatives of
the government, the maritime sector and the labour unions. The
structures (PREPCOM) set up for the A-EIS project should therefore

be formalised.

SCENARIO 5: FRAMEWORK POLICY WITH MARITIME FocCus

Scenario 5 combines the INTEGRATED MARITIME POLICY sce-
nario with an improved general economic policy (GEP). In the previ-
ous scenario, concrete maritime policy measures were presented.
Furthermore, it demonstrated that the development of the maritime

sector is closely linked to the general economic situation.

The FRAMEWORK POLICY with MARITIME FOCUS scenario, as
described in Chapter V.5., mainly includes measures outside the
scope of maritime policy. All general measures which apply to Cura-
¢ao and the central government are also relevant for Bonaire. For a

detailed description, see Chapter V.5.

© Policy Research Corporation N.V.
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VLS. 1

VLS5.2.

VI.5.3.

VI1.5.4.

MEASURES AIMED AT RESTRUCTURING GOVERNMENT

Government power is delegated to the level of the islands along the
lines of the principle of subsidiarity, and decision making at all levels
of government is sped up by reducing bureaucratic procedures. The
Island Government of Bonaire is reorganised and, if necessary down-

scaled.

MEASURES AIMED AT SPURRING ECONOMIC GROWTH IN
GENERAL

The government focuses its efforts on the stimulation of service in-
dustries. For Bonaire this means a focus on tourism, in particular
cruise and dive tourism, and possibly yachting. As a result of the lack

of raw materials, the island is not suitable for production activities.

Furthermore the New Fiscal Framework (Nieuw Fiscaal Raamwerk,
NFR) also applies to Bonaire. The NFR will result in a lower profit
taxation tariff. Moreover, the capital market is liberalised, current
investment credit ceilings are removed, and the labour market is re-

structured.

MEASURES AIMED AT PROVIDING BENEFICIAL PERIPHERAL
CONDITIONS

As for Curagao, these measures include: the privatisation of govern-
ment companies and the liberalisation of telecommunication and
utilities, more emphasis on training and education, the reversal of the
‘brain drain’, and more co-operation and consultation between gov-
ernment and the social partners. Furthermore, the legal framework is
modernised, and an objective and uniform instrument for the evalua-

tion of investment projects is developed.

MEASURES AIMED AT ATTRACTING FOREIGN INVESTMENT

National procedures of granting work and residence permits to for-
eign employees (expatriates) are simplified and sped-up. This also
applies to Bonaire. A more favourable fiscal treatment is introduced

for foreign investment.
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VL5.5.

VI.5.5.1.

In addition to being a "Diver's
Paradise’ the island should try
to generate more revenue from
criise  tourism by providing
better and more elaborate serv-
ices and facilities.

As o result of obvious over-

capacity, it will not be necessary

to expand the hotel sector on
Bonaire.

The emphasis and focus of economic and investment policy should
be on sectors with the best potential, in casu tourism. A campaign to
combat the local population’s fear of foreigners and promote a better
service attitude is not strictly necessary on Bonaire, where the level

of service is generally higher.

SECTOR-SPECIFIC MEASURES

Within the context of formulating policy alternatives for other sec-
tors, a similar approach as that proposed for the maritime sector is
recommended for tourism. Some general recommendations are pre-

sented below.

Tourism

Tourism is extremely important for Bonaire’s economy. Despite calls
for diversification, the island’s main source of income is bound to
remain tourism. In order to boost (cruise) tourism, local (small-scale)
initiatives need to be stimulated and investments in hotels and tourist
aftractions need to receive support. Bonaire should be promoted and
operated as a cruise destination in a concerted action by the maritime
sector (BPA) and the tourism sector, represented by the Tourism

Corporation Bonaire.

Furthermore, Bonaire should continue to promote itself as a “Diver’s
Paradise”, although environmental concerns have to be taken into
account. In addition to the Bonaire Marine Park (STINAPA) with its
beautiful underwater attractions, the island has other strengths, such
as the National Park *Washington Slagbaai” and the Flamingo Sanc-

tuaries.

The Government, both at central and island levels, should not finan-
cially support (e.g. by providing guarantees) private investments in
the tourist industry, for instance new hotel accommodation. Support

for (foreign) investors could take the form of reduction in ‘red tape’

© Policy Research Corporation N.V.
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VI.5.6.

and the financing and organising of specific training and education

programmes for (potential) local employees.

At present, however, there is no need for additional beds on Bonaire:
in 1996 the occupancy rate was well below 60%. Moreover, tourism
dropped in 1997, due to the expensive US dollar, the high level of
indirect taxation and fierce competition by cheaper destinations in the
Caribbean and Far East. Nearly 20 approved plans for the expansion

of hotel capacity on the island are at present not being carried out.

MEASURES AIMED AT PROMOTING THE NETHERLANDS ANTILLES

The measures proposed in Chapter V.5 apply to the Netherlands An-

tilles in general and therefore for all the (separate) islands.
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VII.

VIL.1.

Chapter VILI presents the as-
sumptions underlying the CON-
TINUATION scenario for Sint
Maarten.

POLICY SCENARIOS FOR SINT MAARTEN

The current situation in the maritime sector of Sint Maarten is de-

scribed in Chapter I11.4. Furthermore, Volume 11 of this Final Report

(summarised in Chapter IV of this volume) provides the results of the

external analysis with respect to the competitive position of the port
of Sint Maarten.

SCENARIO 1: CONTINUATION

The CONTINUATION scenario implies that the situation as of July 1,
1997 will be continued:

all federal measures will apply to Sint Maarten as well, including
the registration of ships, the (special profit and tonnage) taxation
system, the lack of an overall policy framework and of efforts to
promote to the Netherlands Antilles as a maritime centre;

the Sint Maarten Ports Authority (SMPA) will remain responsible
for the management, operation and development of the port. Nei-
ther at the level of Central Government, nor at the level of the Is-
land Government will a maritime policy department or service be
installed:;

the Island Government’s policy will not so much be structural as
project-related, and focused on the expansion of the port';

furthermore, the Island Government will be involved in negotia-
tions with the cruise line industry, represented by the Florida
Caribbean Cruise Association (FCCA);

the physical organisation of the port of Philipsburg will not be
changed in the CONTINUATION scenario: it is assumed that the

Qver the last years, the Island Council has played an active role in supporting the
development plans for the port.
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No changes are assumed to
occur in the general economic
policy of the federal and island
governments within the CON-
TINUATION scenario.

port development plan will not be carried out. Thus, no new cruise
pier and container terminal will be built?;

the damage to the port infrastructure, caused by hurricane “Luis”
in 1995, has not been fully repaired yet. As a result, the cargo
handling capacity of the port is limited. This situation is assumed
to change in the CONTINUATION scenario. As the overall plans
will not be carried out, for the damages of the existing port infra-
structure will only be repaired;

a 5 USS$ head tax for cruise passengers, introduced by the SMPA
as for January 1, 1997 in order to finance a part of the port’s ex-
pansion plans, will remain, effective. However, as the port expan-
sion plans are not included in the CONTINUATION scenario, the
funds will be used to repair the damages caused by hurricane Luis
and finance the construction of the new Capt. Hodge tender pier’;

moreover, the 200 Naf. ‘road tax’, levied on incoming containers,
will remain valid. Normally, this tax would benefit the Island
Government. However, the money is currently being channelled to
the SMPA to finance the port expansion project. Instead, like the
head tax, these funds are now used to repair the damage caused by

the hurricane;

the SMPA will remain responsible for the provision of pilotage
services;

the island will remain a ‘free zone' as no import duties are levied
on Sint Maarten and the other Windward islands*;

currently, there are no programmes for maritime training and edu-
cation on Sint Maarten. This situation is assumed to continue in
the CONTINUATION scenario.

With respect to general economic policy (and the business climate),

this scenario assumes that the current conditions will not change

(radically): utility prices will remain virtually unchanged, current

legislation with respect to residence and working permits will not be

relaxed, telecommunications tariffs will remain high, efc.

ra

The implementation of the current plans was severely delayed by the slow reac-
tion of the Central Government with respect to the water rights problem.

The costs of the construction of the Capt. Hodge pier will amount to 4.7 million
USS$.

Except for natural gas. See International Bureau of Fiscal Documentation (1997),
p.B5.

- 178 -

© Policy Research Corporation N.V.




Policy Scenarios for Sint Maarten

VIL.2.

A LAISSEZ FAIRE attitude im-
plies that existing measures
aimed at or related to the mari-
time sector will be discontinued
and that no new measures are
introduced.

A true laissez faire approach
calls for the privatisation of the
port. However, considering the
macro-economic importance of
the port to the economy of Sint
Maarten, this option is consid-
ered unwarranted.

VIL3.

The REGISTER PLUS scenario
covers a set of measures aimed
at stimulating activities related
to the registration of ships.

However, considering the ab-
sence of such activities on Sint
Maarten, the effects of the REG-
ISTER PLUS scenario may rea-
sonably be assumed to be lim-
ited to Curagao.

SCENARIO 2: LAISSEZ FAIRE

The LAISSEZ FAIRE scenario implies that:

— no policy-making department will be established, which means
that no maritime policy will be developed, neither at Central Gov-
ernment nor at Island Government level;

— the ships’ register will be abolished, the Shipping Inspectorate
(SINA) (largely) will become redundant, and the current tonnage
tax facility will become superfluous. This will have no direct in-
fluence on the maritime sector of Sint Maarten;

— the Island Government will stop its activities and support for the
expansion and development of the plans;

— no maritime training and education program will be introduced;

— the Netherlands Antilles will not be promoted as a maritime cen-
tre.

Complete privatisation of the management and operation of the port
of Philipsburg is not considered in the LAISSEZ FAIRE scenario, on
the same grounds as those which apply to Curacao and the other is-
lands. Because of the macro-economic importance of port infra-
structure for the island economy, the creation of any kind of (un-

regulated) private monopoly in the port is not recommended®.

With respect to general economic policy the same assumptions are
made as in the CONTINUATION scenario.

SCENARIO 3: REGISTER PLUS

The REGISTER PLUS scenario is not expected to have a significant
impact on the maritime sector of Sint Maarten. Although the ship’s
register enables ship owners to register ships on Sint Maarten, this
has not led to significant related activity (notary, trust companies) on
the island so far. The same applies to the other Windward islands.
The effects of the REGISTER PLUS scenario are therefore expected
to be limited to Curagao with respect to merchant shipping.

% Considering the small scale of the port, a monopoly is the most likely outcome of

a privatisation process.

© Policy Research Corporation N.V.
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VIL4.

Central to the INTEGRATED
MARITIME POLICY scenario
for Sint Maarten are the plans
for the expansion and improve-
ment of the port of Philipsburg.

These plans focus on:
= cruise tourism;
— container transhipment.

For both paths, the chances of
success and the potential eco-
nomic impact were determined
in the external analysis. The
conclusions of this analysis are
presented in Chapter IV.

However, in the REGISTER PLUS scenario, the registration of yachts
in the Netherlands Antilles is facilitated and promoted. This could
have a positive impact on yachting, marinas, boat yards, efc. Sint
Maarten already has significant activities in this area, which they suf-
fered from the hurricanes in 1995 and 1996. Improved registration
facilities alone are not expected to boost yachting and marinas on
Sint Maarten either. In order to restore the pre-hurricane situation, a
more integrated approach towards (yachting and) tourism is neces-
sary. At present, no such policy exists with respect to the marine in-

dustry on Sint Maarten.

SCENARIO 4: INTEGRATED MARITIME POLICY

The INTEGRATED MARITIME POLICY scenario aims to develop
‘onshore’ maritime activity on Sint Maarten. Central to the discus-
sion concerning the development of maritime activities on Sint
Maarten, are existing plans to reorganise and expand the harbour fa-
cilities in Great Bay®. These plans focus on two activities: cruise

tourism and container transhipment.

Whether or not development in these areas is successful, will largely
be determined by factors outside the (sphere of influence of the) is-
land, namely developments in international liner shipping and cruise
tourism. Opportunities for the development of other maritime activi-
ties on Sint Maarten will depend on these two central activities in the
port.

In Volume II of this Progress Report a detailed analysis of the com-
petitive position of Sint Maarten is presented. Its conclusions are
summarised in Chapter IV. In the INTEGRATED MARITIME POL-
ICY scenario, plans for the expansion of the port are evaluated’. For
both paths, container transhipment and cruise tourism, the chances of

success and the potential economic impact are determined.

% The project is jointly financed by the SMPA, local and Dutch banks, and KabNA.
The port expansion plans approved by the Island Government of Sint Maarten.
However, funding for the project has not yet been finalised completely. The water
rights problem seems to have been solved. The construction work was due to start
mid-November 1997.
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VIl.4.1.

Three aspects are considered in
the context of the facilitation of
economic growth in general:

—  port organisation;

— inter-island shipping;

- cruise tourism.

VIl4.1.1.

It is recommended that the ex-
isting ‘landlord port’ structure
should be continued into the

Sfuture.

THE FACILITATION OF ECONOMIC GROWTH IN GENERAL

Like many island economies, Sint Maarten is characterised by a pre-
dominance of service industries, as the possibilities for production
industries are limited. One of the principal tasks of the maritime sec-
tor (and other transportation sectors) is to support the economy with
efficient infrastructure and transportation services. However, the
maritime sector cannot be expected to induce internal economic

growth (outside the maritime sector) on Sint Maarten.

Port organisation

In the INTEGRATED MARITIME POLICY scenario, large invest-
ments in Sint Maarten’s port infrastructure are considered. As well as
the construction of new infrastructure, a new port organisation con-

cept should be considered.

Al present, as indicated in Chapter II, the port of Philipsburg can be
characterised as a ‘landlord port’:

— the Sint Maarten Ports Authority (SMPA) is the owner of the ter-
minal infrastructure (quays and storage area), while the only crane
is owned by one of two principal agent/stevedoring companies.
The crane is also used by the other stevedore, while the container
terminal is a common user facility;

— with respect to the cruise segment, the pier that was used to berth
cruise vessels was destroyed by hurricane Luis. As a result, the
cruise lines and their passengers have to rely on tender services,
offered by a private operator to reach the shore. The SMPA has
built a small pier for tenders and some basic reception facilities in
the centre of Philipsburg.

It is recommended that, after the completion of the port investment
plans, the port of Philipsburg remains a landlord type port, albeit op-

erated in a different organisational constellation (see Chapter IV and
Figure VII.1.).

© Policy Research Corporation N.V.
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Figure VIL1 : Proposed government structure and port organisation Sint Maarten.

Maritime Advisoryl__| Island Government of Sint Maarten
Board Commissioner for Economic or Port Affairs
Port Holding NV Service for
Economic Affairs
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NV Cargo NV Cruise I
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T A Way maritime
concession  * ™ ‘licence’ ‘licence’ olic
concession fee fee o _ fee P y
¢ & royalties e % *
TOC nautical & safety SMP{{\
(stevedore) m (port authority &
surveillance cruise pier operator
A .
handling charges head tax, port & pilotage charges

Source : Policy Research Corporation N.V.

In the future, the newly-constructed multi-purpose cargo terminal and
cruise pier would be owned by two special-purpose companies
(SPCs), the ‘NV Cargo’ and the ‘NV Cruise’. In turn, these SPCs
would be controlled by a holding company owned by the Island Gov-
ermnment. This construction was apparently set up for reasons to do

with financing the investment project.

The Sint Maarten Port’s Authority (SMPA) should remain responsi-
ble for the technical and nautical management, as well as the safety in
the port. This implies that the SMPA will provide pilotage services.
Moreover, the SMPA should operate the new cruise pier, collecting
the head tax and other port charges. As discussed in more detail in
Chapter IV.2.2, the multi-purpose terminal should be operated as a
common-user facility. The NV Cargo should therefore lease out the
terminal to a Terminal Operating Company (TOC) for a ten to fifteen
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VIlL4.1.2.

Inter-island  shipping services
can be an important form of
infrastructure for an island na-
tion like the Netherlands Antil-
les.

A number of measures to facili-
tate and support such a service
are included in the INTE-
GRATED MARITIME POLICY

scenario.

year term, on the basis of a revenue-sharing formula. Although this
TOC would have the exclusive right to operate the terminal, it is
obliged to serve all shippers, shipping companies and their agents on

the basis of the terms set out in the lease agreement.

A Co-ordinator for Maritime Affairs in the Service for Economic Af-
fairs will be responsible for the development of a port and maritime
policy which will provide the players in the port with guidance and
objectives. This co-ordinator should also be responsible for the de-
velopment of port policy on the other Windward Islands, and would
thus report to all three Windward Island Councils. The Maritime Co-
ordinator should have regular contacts with the Harbour Masters of
both Statia and Saba, in order to benefit from their knowledge of lo-
cal circumstances. Moreover, the Co-ordinator for Maritime Affairs
should be the chairman of the Advisory Board for Maritime Affairs of
the Windward islands.

Inter-island shipping

At present, there is no scheduled direct service between Sint Maarten
and the Leeward islands. Most cargo between the Leeward and
Windward islands is transhipped by international lines based in
Trinidad, Puerto Rico or Jamaica. Every now and then a small vessel
makes the trip on a charter basis. This charter service is only slightly
cheaper than the (indirect) services of the international shipping
lines. The principal problem with regard to establishing a direct
scheduled service is the lack of return freight from the Windward
islands: there is hardly any production on the islands and no consoli-
dation activities are performed by stevedores on Sint Maarten.

As was concluded in Chapter V and Annex E, even on the basis of
optimistic traffic projections, a regular weekly inter-island shipping
service between the Leeward islands and the Windward islands
would not be feasible unless it was hugely subsidised. An inter-island
shipping connection is therefore not included in the EIS® calculations
for the INTEGRATED MARITIME POLICY scenario for Sint
Maarten.

© Policy Research Corporation N.V.,
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VII4.1.3.

For the maritime sector of Sint
Maarten cruise tourism is in fact
the most significant external
impulse.

In the INTEGRATED MARI-
TIME POLICY scenario, the
provision of improved passenger
reception facilities, a new pier,
is evaluated on the basis of its
macro-economic effects.

The connections between Sint Maarten and the other Leeward is-
lands, more specifically Statia and Saba, are mostly unscheduled or
tourism-related (small ferries). The ferries from Sint Maarten to Saba
carry about 50 day-trippers and divers each way per day. Only ir-
regular dedicated cargo services exist between the Dutch and other
Windward islands.

The potential for inter-island shipping connections between the
Dutch and other Windward islands should be investigated further.
Especially with respect to the transportation of tourists (and irregular
cargo), a number of feasibility studies could be performed, while the
start-up of a pilot project could be considered. The possibilities of
having an overflow of (cruise) tourists from Sint Maarten to neigh-
bouring islands, such as Saba and Statia, should be investigated. Even
limited numbers of tourists would already have a considerable impact

on the economy of these small islands.
Cruise tourism

The maritime sector can stimulate external impulses for economic
growth, among which cruise tourism is the most important. Geo-
graphically, Sint Maarten is ideally located in the Caribbean cruise
market, and cruise tourism is an important factor in the island’s
economy. It is in this area that the provision of an attravtive (mari-
time and island) product can attract more ships and passengers (see
Chapter IV).

To this end the Sint Maarten Ports Authority (SMPA) plans to con-
struct new cruise facilities, more precisely a pier with berthing places
for up to five mega cruise ships. The aim of the SMPA is to combine
a cruise strategy and a subregional hub strategy with respect to the
transhipment of containers. The total investment costs are estimated
at 60 million US$. The effects and considerations with respect to the
multi-purpose cargo terminal are further discussed in Chapter
Vil4.2.
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However, in order to maintain
the existing basis for cruise
tourism,  absolute  priority
should be given to the introduc-
tion of a number of flanking
measures than to the construc-
tion of a new pier.

If no measures are introduced 1o
improve the ‘product Sint
Maarten', lower growth rates
are expected to be realised.

In conclusion: the top priovity
for the island of Sint Maarten is
to upgrade the island product,
in order to keep attracting large
numbers of cruise tourists in the
future, and make the develop-
ment of cruise tourism sustain-
able.

On the basis of these conclusions, the proposed cruise pier is in-
cluded in the INTEGRATED MARITIME POLICY scenario, and its
economic impact is calculated in the EIS®. The construction of the
new cruise pier is not considered a top priority (by the cruise lines).
Instead, the possible restoration of the old pier should be investi-
gated, while alternative plans for the development of the port should
be considered.

Top priority should be given to the introduction of a number of
flanking measures, in order to maintain the existing basis for cruise
tourism. In brief, cruise tourism is about to reach its maximum po-
tential on the island. If no measures are introduced to improve the
‘product Sint Maarten’, lower growth rates are likely.

Figure VIL.2 : External analysis: conclusions with respect to cruise tourism on Sint Maarten

» The proiected annual growth for the Caribbean cruise market between
1996 and 2005 is £10% (passenger visits).

» The projected annual growth for the Eastern Caribbean cruise market
between 1996 and 2005 amounts to 9% (passenger visits).

* Asaresult of the damages caused by hurricane ‘Luis’, Sint Maarten
has lost market share within the Eastern Caribbean cruise market.

+ The construction of cruise facilities at Great Bav is expected to enable
Sint Maarten to maintain its present market share. and possibly even
improve towards the ‘before-Luis’ level of passenger visits.

= This means that some 100 000 additional passenger visits can
reasonably be expected to be generated by the new cruise facilities.

= Notwithstanding its expected positive effects, the construction of the
new cruise pier is not considered a top prioritv by the cruise lines for
the further development of cruise tourism on Sint Maarten. An
alternative could be to restore the old pier.

+ In consultation with the cruise lines, the island of Sint Maarten should
address other problems first. The basis for the continued success as a
cruise destination has to be secured by adressing these other problems.
Failure to address these problems is expected to result in a
considerablv lower growth of cruise tourism on Sint Maarten,

= For instance. priority should be given to solving the congestion in the
town Philipsburg by means of a new traffic plan. providing a wider
range of attractions. and improving the guality of taxi service and

guided tours.

Source : Policy Research Corporation N.V.
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Most of these flanking measures,
aim to develop Sint Maarten as
a tourist ‘product’.

The education and training of
personnel in the tourist sector is
of crucial importance as well.

Considering the impact of cruise
tourism development on the
island economy, special atten-
tion is to be given to the labour
market.

For instance, a new traffic plan should be drawn up for the town of
Philipsburg in order to solve the existing problems of congestion.
Moreover, the quality of the roads in general leaves much to be de-
sired on the island. One measure could be to turn Front Street into a
pedestrian zone. According to a recent survey among cruise tourists
more public phones, automatic teller machines (ATM), sanitary fa-
cilities and rubbish disposal points should be installed in the tourist
part of Philipsburg’.

The education and especially the training of personnel is an important
factor as well. The people of Sint Maarten have a favourable attitude
towards cruise tourism, and are generally considered very nice and
helpful by cruise passengers. Nevertheless, employees in service pro-
fessions can be trained to provide more information and a higher
level of service. Moreover, the above mentioned survey also pointed
out that cruise tourists often feel harassed by street vendors and dis-
tributors of flyers. An important occupational group in this respect
are the island’s taxi-drivers. In co-operation with cruise lines, the is-

land should train its taxi-drivers to act as tour-guides as well.

Finally, the expected development of cruise tourism on Sint Maarten
will have a substantial impact on the island’s overall economy (see
Chapter X). The effects on the labour market call for special attention
of the Island Government: an active labour market policy is neces-
sary. This includes the close monitoring of the development of supply
and demand, both quantitatively and qualitatively (education level).
In order to be able to meet the future demand for qualified personnel,

the development of a balanced training programme is essential.

* See CBS (1997)

- 186 -

© Policy Research Corporation N.V.



Policy Scenarios for Sint Maarten

Vil.4.2.

The INTEGRATED MARITIME

POLICY scenario  for Sint

Maarten considers the following

activities:

— the transhipment of contain-
ers;

—  ship management activities;

—  bunkering;

— ship chandling;

— yachting and marinas;

—  ship repair.

VIL4.2.1.

In the INTEGRATED MARI-
TIME POLICY scenario for Sint
Maarten the recommendations
with respect fo the multi-
purpose  terminal  facilities,
summarised in Figure VIL3.,
are assumed to be realised: new
multi-purpose cargo terminal
Sfacilities are built in combina-
tion with the cruise reception
Sacilities.

However, a phased expansion of
the cargo terminal is recom-
mended.

STIMULATION OF ACTIVITIES IN THE MARITIME SECTOR

Once again, the stimulation of activities in the maritime sector can
only concern activities which do not depend on the development of
the local economy, namely:

the transhipment of containers;
— ship management activities;

— bunkering services and facilities;
— ship chandling;

— yachting and marinas;

— ship repair.
Transhipment of containers

At present, Philipsburg is a relatively minor player amongst Carib-
bean cargo ports. With 26 700 container moves in 1996 with regard
to containerised cargoes Philipsburg belongs to the group of small to
medium-sized container ports in the Caribbean that show more ambi-
tion than traffic potential. The conclusions of the external analysis
performed by Policy Research with respect to Sint Maarten’s com-
petitive position as a subregional transhipment hub are summarised in
Figure VII.3. A more elaborate presentation of the results, conclu-
sions and recommendations is provided in Chapter IV.

In the INTEGRATED MARITIME POLICY scenario for Sint Maarten
the recommendations with respect to the multi-purpose cargo termi-
nal facilities (see Figure VII.3.) are assumed to be implemented. It
should be clear that the investments in the multi-purpose cargo termi-
nal recommended by Policy Research are less considerable than
those proposed in the original SMPA plan. A phased expansion of
cargo handling facilities is recommended (see Chapter IV and Vol-
ume II).

Figure VIL3 : External analysis: conclusions with respect to transhipment on Sint Maarten

A revised first phase of a new multi-purpose terminal is to be implemented, with an equivalent capacity of

approximately 100 000 container moves.

© Policy Research Corporation N.V.
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The first phase of the multi-purpose terminal is to provide 225 meters of berth length with a draft of 10 metres
alongside and 40 000 m? terminal area. The required investment in infrastructure and superstructure is estimated
at 12-14 million USS$.

The multi-purpose terminal is to be equipped with a second HD-mobile harbour crane and additional reach-
stackers or front-end loaders to be provided by the Terminal Operating Company.

The multi-purpose terminal is to be operated as a common user facility by a single Terminal Operating Company
which is obliged to serve all parties on the basis of the terms and tariffs set in the lease agreement.

SMPA as landlord tenders the multi-purpose terminal either locally or on an internationally competitive basis for
a 10-15 year period.

The lease rent for the multi-purpose terminal is to be agreed on the basis of a revenue-sharing formula.

The Terminal Operating Company is eventually to set its own tariffs without interference from SMPA or other
authorities. Only tariffs for local cargoes would require SMPA approval.

Other SMPA tariff schedules are to be revised, restructured and simplified.

SMPA is to develop without delay a realistic marketing strategy to be jointly implemented and occasionnaly
revised by SMPA and the nominated Terminal Operating Company.

Source : Policy Research Corporation N.V.

The economic impact on the island’s economy is estimated in the
Economic Impact Study (EISW). The aim is to evaluate whether the
proposed investments can be justified by the generated economic im-
pact in terms of value added, employment and backflow to the gov-

ernment.

VIL4.2.2. Ship management activities

Ship management is not identi- At present, no ship management activities are carried out on Sint
fied as a subsector with large : .
potential on Sint Maarten. Maarten. Neither Sint Maarten nor Curagao, can offer decisive ad-

Therefore, no specific measures

are datradiced io sugport it vantages to attract shipping companies or specialised ship managers:

Sint Maarten is not a maritime centre, and is not very likely to be-
come one. Therefore, no measures to support or attract those kinds of
activities are introduced in the MARITIME FRAMEWORK POLICY

scenario.
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VIl.4.2.3.

Because of the limited potential,
the provision of bunkering
services Is not considered a
(government) priority in  the
INTEGRATED MARITIME
POLICY scenario for Sint
Maarten.

VIlL.4.2.4.

There is only limited potennal
Sfor ship chandling in the port of
Philipsburg. Conseq ly, no
measures to support this sub-
sector are included in the IN-
TEGRATED MARITIME POL-
ICY scenario.

VII.4.2.5.

Nowwithstanding the ec
importance of the yachting and
marina industry, no relevant
government  policy  currently
exists.

It is recommended that the gov-
ernment should take a more
active approach, even to the
extent of considering investing
in marina infrastructure itself.

Bunkering services and facilities

Currently, no bunkering services for sea-going vessels are provided in
the port of Philipsburg. Even in the port expansion plans bunkering
facilities are not included. Apparently, plans exist to provide bun-

kering services with barges.

Ships, especially cruise ships, are expected to bunker in the cheapest
port. Sint Maarten is not likely to be the cheapest supplier, consider-
ing that crude oil has to be imported in relatively small volumes.
Moreover, the nearby Statia Oil Terminal on Statia provides conven-
ient bunkering facilities at very competitive prices. The possibilities
for co-operation in this respect should be investigated.

In brief, the provision of bunkering services is not considered in the
INTEGRATED MARITIME POLICY scenario. Nevertheless, private
initiatives in this respect should be supported.

Ship chandling

The market potential for ship chandling is limited. As the entire is-
land is duty free, most yachts buy their own provisions in local su-
permarkets. Ships operating internationally generally buy in cheaper
ports and only occasionally use chandlers for ‘emergency purchases’.
Cruise ships calling at Sint Maarten are generally on one-week trips
and buy all their provisions in their (cheaper) home ports (Miami,

San Juan).

Yachting and marinas

At present, the yachting and marina business, the ‘marine industry’,
is an important factor in Sint Maarten’s economy. Nevertheless, no
government policy has been developed in this area. The rapid growth
of this sector levelled off after the hurricanes of 1995 (Luis) and
1996. As yet some of the damage has not been repaired.

The government itself can consider investing in this sector, but can
also provide incentives, e.g. in the form of tax holidays, for private

investment in the restoration and expansion of the marine business.

© Policy Research Corporation N.V.
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VII.4.2.6.

Currently, ship repair facilities
mainly cater for the yachting
sector. No specific measures are
introduced further to stimulate
this activity. An exception could
be made for technical training
and education, so as to provide
the secior with local skilled
labour.

VIIL4.3.

Vil.4.3.1.

Furthermore, in a joint effort by the Island Government and the pri-
vate sector (Marine Trades Association), Sint Maarten should be
promoted as an affordable and pleasant yachting destination. How-
ever, promotion falls within the scope of tourism, rather than the
maritime sector and is thus not the responsibility of a maritime ad-
ministration. (Private) initiatives such as the annual Heineken Regatta
are an excellent way to promote yachting on Sint Maarten.

Clearly, the (marine) environment has to be protected so regulations
will have to be imposed and enforced, e.g. with respect to sewage and
waste disposal.

Ship repair

At present, ship repair facilities mainly cater for the yachting sector.
This subsector consists of the Caribbean Dry Dock NV and a number
of marina wharves. The future growth of this subsector is closely
linked to the development of yachting on the island. Measures aimed
at stimulating the marine industry will therefore also benefit the re-
pair sector. Considering the competition of other wharves in the re-
gion, e.g. on Curagao and Cuba, investments in ship repair facilities
for sea-going vessels are not recommended.

One important form of support is the financing and/or provision of

technical training and education in order to provide the sector with
local skilled labour.

PROVISION OF FAVOURABLE PERIPHERAL CONDITIONS

Fiscal measures

No additional fiscal measures to support the maritime sector are in-
troduced in the INTEGRATED MARITIME POLICY scenario.
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VII.4.3.2.

In the INTEGRATED MARI-
TIME POLICY scenario a
phased approach is chosen,
geared to market demand for
maritime education.

In principle, the training facili-
ties are concentrated on Cura-
cao. However, if local demand
on the Windward Islands is
substantial enough, short train-
ing programmes could be or-
ganised at island level.

VIl.4.3.3.

The promotion of the Nether-
lands Antilles as a maritime
centre should become part of an
overall promotional campaign,
co-ordinated through a national
promotional campaign.

Training & education for maritime professions

In principle, maritime education and training in the Netherlands An-
tilles is concentrated on Curagao so as to generate economies of
scale. Therefore, no investments are made in the training of teachers
or in physical infrastructure. The main tasks for the Island Govern-
ments of the other islands in this respect are:

— promoting the maritime professions (both seafaring and ashore)
and providing information on existing programmes;

— making an inventory of and co-ordinating local demand for mari-
time education;

— providing (or channelling federal) financial support to students,
e.g. contributions towards the cost of living and studying on Cura-
¢ao.

If local demand on the Windward Islands is substantial enough, short
training programmes could be organised at island level. As indicated,
the post-graduate training of technical personnel for the yacht repair

industry could be considered.
Promotion of the Netherlands Antilles as a maritime centre

The promotion of the Netherlands Antilles as a maritime centre
should be co-ordinated closely between the islands. Each island
should contribute to the joint campaign, emphasising the particular
strengths of the individual islands. For Sint Maarten these strengths

currently are (cruise) tourism and yachting.

© Policy Research Corporation N.V.
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VIIL.4.3.4.

the protection of its coastal
waters and marine environment
is essential for a tourism-
dependent  island  like  Sint
Maarten.

VIl.4.3.5.

Taking into consideration the
very small scale of maritime
activities on Statia and Saba, a
Joint Co-ordinator for Maritime
Affairs, based on Sint Maarten
should be responsible for all
Windward Islands.

Moreover, the Co-ordinator for
Maritime Affairs should be the
chairman of the Advisory Board
for Maritime Affairs of the
Windward islands.

The basis for this Maritime Ad-
visory Board should be the ex-
isting Sint Maarten Committee
for Maritime Affairs, which
should be extended to include
representatives from the mari-
time sectors of Statia and Saba.

Safety and environmental measures

As indicated, guaranteeing safety in the ports and coastal waters and
protecting the (marine) environment are essential for an island like
Sint Maarten. Its dependence on tourism is strong, and there is little
potential for economic diversification.

Special attention in this respect should be devoted to the yachting and
marina industry: the (further) development of diving and yachting can
only be realised within a strict regulatory framework with respect to
pollution effects. The formulation and enforcement of this legislation

is a principal task of the Island Government.
Structure of maritime government services

A Co-ordinator for Maritime Affairs should be appointed within the
Island Government of Sint Maarten. This co-ordinator should also be
responsible for the other Windward Islands, and should thus report to
all three Windward Island Councils. Because of the relatively small
scale of the maritime sector on the islands, this co-ordinator should
work alone, possibly with an assistant. The co-ordinator is part of the
island’s Service for Economic Affairs. Moreover, the Co-ordinator for
Maritime Affairs should be the chairman of the Advisory Board for
Maritime Affairs of the Windward islands.

The basis for this Maritime Advisory Board should be the already
existing Sint Maarten Committee for Maritime Affairs®., which com-
prises government representatives and maritime entrepreneurs and
should provide the co-ordinator with support and advice. The Sint
Maarten Maritime Committee has to be extended to include repre-
sentatives from the maritime sectors of Statia and Saba. Moreover,
the co-ordinator should also have regular contact with the Harbour
Masters of both Statia and Saba in order to profit from their knowl-
edge of local circumstances. To this end, the Harbour Masters should

represent their respective islands on the Maritime Advisory Board.

?  This Sint Maarten Maritime Committee stems from the Preparatory Committee

which was set up to provide input for the A-EIS project.
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This task force should be an
integral part of the Service for
Economic Affairs, while close
co-operation with the Tourist
Office and the Marine Trades

organisation is recommended.

VILS.

The FRAMEWORK POLICY with

MARITIME FOCUS  includes

measures aimed at:

—  restructuring government;

—  spurring economic growth;

— providing beneficial periph-
eral conditions;

— attracting foreign investment;

— supporting specific sectors;

- stimulating inter-island trade
and traffic;

- promotion.

VILS.1.

Because of the emphasis on cruise tourism and yachting, the co-
ordinator should work closely with the Tourist Office and the Marine
Trades Association. Administrative and operational assistance are be
provided by Economic Affairs and the Sint Maarten Ports Authority
(SMPA), which will remain also a government service as well.

The SMPA should remain responsible for the operation and day-to-
day management of the new port and report to the Service for Eco-
nomic Affairs, which represents the Island Council and is responsible
for the island’s port policy(see Figure VII.1). The Harbour Master
should represent the SMPA in the Maritime Advisory Board, which
advises the Maritime Co-ordinator and the Island Government.

SCENARIO 5: FRAMEWORK POLICY WITH MARITIME FOCUS

The INTEGRATED MARITIME POLICY scenario covers the expan-
sion and upgrading of the port of Philipsburg. One of the principal
aims of these investments is to attract more cruise tourism. However,
in order to be successful, the provision of good port infrastructure has
to be flanked by other measures. These flanking measures are mostly
outside the scope of maritime policy.

The FRAMEWORK POLICY with MARITIME FOCUS scenario, as
described in Chapter V.5., mainly includes measures outside the
scope of maritime policy. All general measures which apply to Cura-
¢ao and the central government, are also relevant for Sint Maarten.

For a detailed description, see Chapter V.5.

MEASURES AIMED AT RESTRUCTURING GOVERNMENT

Government power should be delegated to the level of the islands
along the lines of the principle of subsidiarity, and decision-making
at all levels of government needs to be sped up by reducing bureau-
cratic procedures. The Island Government of Sint Maarten is to be
reorganised and, if necessary downsized.
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VIL5.2.

VIL5.3.

VIL5.4.

MEASURES AIMED AT SPURRING ECONOMIC GROWTH IN
GENERAL

The government should concentrate its efforts on the stimulation of
service industries. For Sint Maarten this means a focus on tourism,
both stay-over and cruise tourism, and possibly yachting. As a result
of the lack of raw materials, production industries should not be pro-
moted, especially if they compete with tourism.

Furthermore the New Fiscal Framework (NFR) will also apply to Sint
Maarten. The NFR will result in a lower profit taxation tariff.
Moreover, the capital market is liberalised, current investment credit
ceilings will to be removed, and the labour market is restructured.

MEASURES AIMED AT PROVIDING BENEFICIAL PERIPHERAL
CONDITIONS

As for Curagao, these measures should include: the privatisation of
government companies and the liberalisation of telecommunications
and utilities, more emphasis on training and education, the reversal of
the ‘brain drain’, and more co-operation and consultation between
government and the social partners. Furthermore, the legal frame-
work should be modernised, and an objective and uniform instrument

for the evaluation of investment projects is to be developed.

MEASURES AIMED AT ATTRACTING FOREIGN INVESTMENT

In brief, support for foreign investment can take the form of:

— a clear foreign investment fiscal policy, based on the granting of
tax holidays;

— fast decision-making and the removal of bureaucratic obstructions,
with respect to the granting of tax holidays and of work and resi-
dence permits to foreign employees (ex-patriates) etc.;

— the Island Government should not provide (foreign) investors with
guarantees: entrepreneurs should bear their own investment risk;

— support with respect to the training and education of local em-
ployees.
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VIL.5.5.

VIL5.5.1.

The ‘product Sint Maarten' has
to be upgraded in order for the
island 1o continue to attract
tourists. This holds for both
stay-over and cruise tourism.

Congestion problems have to be
addressed while additional at-
tractions should be offered. This
will also increase the revenue-
generating potential of the is-
land with regard to tourism.

The emphasis and focus of economic and investment policy should
be on the sectors with the best potential, in casu tourism. Unlike on
Curagao, a campaign to combat the local population’s fear of for-
eigners and promote a better service attitude is not strictly necessary
on Sint Maarten, where the attitude towards tourists is more friendly,
and the level of service generally higher.

SECTOR-SPECIFIC MEASURES

In order to formulate policy alternatives for other sectors, a similar
research approach similar to that currently applied to the maritime
sector is recommended for the tourism sector. In the text below some
general recommendations are presented.

Tourism

Tourism is of great importance for Sint Maarten’s economy, as the
island has little opportunity for diversification. For the island to con-
tinue to attract (even larger numbers of) cruise passengers, the ‘prod-
uct Sint Maarten’ needs to be upgraded. The island should be able to
offer a larger variety of attractions and activities. To achieve this,
local (small-scale) initiatives need to be stimulated and investments
in hotels and tourist attractions should be supported by the govern-
ment. This will also increase the revenue related to cruise tourism,
which at present is relatively limited in comparison to that generated
by stay-over tourism.

The Government, both at central and island levels, will not finan-
cially support (e.g. through direct subsidies or guarantees) private
investments in the tourist industry, for instance new hotel accommo-
dation. Support to (foreign) investors could, however, take the form
of tax holidays, a reduction in ‘red tape’ and financing and organising
specific training and education programmes for local employees.

The sustained promotion of the island as a cruise destination is war-
ranted the upgrading of the island. As such a promotion conform joint
efforts of all relevant sectors of the economy: maritime sector, hotel

and restaurant sector, marine industry, the entertainment sector. An
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VIL5.6.

integrated promotional effort is called for. The establishment of a
Sint Maarten Cruise or Tourism Association is strongly recom-
mended. In the INTEGRATED FRAMEWORK with MARITIME FO-
CUS scenario, this joint promotion campaign is assumed to be real-
ised.

MEASURES AIMED AT PROMOTING THE NETHERLANDS ANTILLES

The measures proposed apply to the Netherlands Antilles in general
and therefore to all the (separate) islands.
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VIIL

VIILI.

In this chapter the policy sce-
narios are adapted to the par-
ticular situation on Statia.

Chapter VIII.] describes the
CONTINUATION scenario for
Statia.

POLICY SCENARIOS FOR STATIA

SCENARIO 1: CONTINUATION

The CONTINUATION scenario implies that the situation as of July I,
1997 will be continued:

all federal measures will apply to Statia as well, including the
registration of ships, the (special profit and tonnage) taxation
system, the lack of an overall policy framework and of efforts to
promote the Netherlands Antilles as a maritime centre;

the Island Government will remain responsible for the manage-
ment, operation and development of the port. The administrative
and other executive tasks which mainly concern the collection of
harbour fees and administration of cargo movements in the port
will be performed by the Harbour Service;

the physical organisation of the port of Statia will not be changed
in the CONTINUATION scenario. So far, plans for further invest-
ments in the port have not advanced beyond the planning stage:

in its budget, the Island Government of Statia at present does not
reserve funds for port maintenance, investments, or even depre-
ciation. The necessary investments have historically been fi-
nanced thanks to development aid (mainly provided by KabNA,
e.g. the purchase of a new harbour boat). This practice is carried
through in the CONTINUATION scenario;

the recently introduced mooring fee for yachts, will continue to be
levied in order to generate income for the port, even though it of-
fers no facilities:

the island will remain a ‘free zone’ de facto, as no import duties
are levied on Statia;!

Except for natural gas. See International Burcau of Fiscal Documentation (1997),
p.85.
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No changes are assumed 1o
occur in the overall economic
policy of the federal and island
governments within the CON-

TINUATION scenario.

VIIIL.2.

A true laissez faire approach
would imply the privatisation of
the port. However, considering
the macro-economic importance
of the port to the island's econ-
omy this option is considered
unsuitable for Statia.

— the current activities of the privately-owned Statia Oil Terminal
(SOT) will be continued. The SOT is an oil storage and tranship-
ment terminal, with a crude oil storage capacity of 16 million bar-
rels (see Chapter IIT). In addition, SOT offers cheap bunkers and
white oil products (produced in a new small refinery);

— the SOT at present provides pilotage and towing services to ships
calling at the oil terminal (barges, jetty). The Harbour master acts
as pilot for ships in the port, although this is only occasionally
necessary. This practice will be continued in the future;

— currently, there are no programmes for maritime training and edu-
cation on Statia. This situation is assumed to continue into the
future,

With respect to the overall economic situation, this scenario assumes
that current conditions will not change (radically): production and
investment will remain low, utility prices remain virtually un-
changed. current legislation with respect to residence and work per-
mits will not be relaxed, telecommunications tariffs will remain high,

ele.

SCENARIO 2: LAISSEZ FAIRE

A complete LAISSEZ FAIRE scenario for Statia would simply imply
that the operation and management of the port were privatised. How-
ever, complete privatisation of the management and operation of the
port of Oranjestad is not considered in the LAISSEZ FAIRE scenario,
on the same grounds as those which apply to Willemstad and the
other ports. Because of the macro-economic importance of port infra-
structure for the island economy, the creation of any kind of (unregu-

lated) private monopoly in the port? is not advisable.

Moreover, because of the small scale of the port, it is considered
highly unlikely although not impossible that a private operator would
be found3. A pure LAISSEZ FAIRE scenario is therefore not consid-
ered for Statia.

2 Considering the small scale of the port, a monopoly is the most likely outcome of
any privatisation process.

3 There is some room for increasing revenue by raising tariffs, as well as for cut-
ting cost by reducing the number of the staff.
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VIIL3.

The REGISTER PLUS scenario
covers a sel of measures aimed
at stimulating activities related
to the registration of ships.

However, considering the ab-
sence of such activities on Sta-
fia, the effects of the REGISTER
PLUS scenario are reasonably
assumed to be limited to Cura-
cao.

VIIL4.

The INTEGRATED MARITIME
POLICY scenario consists of
three tracks:
the facilitation of economic
development in general;
the stimulation of activities
in the maritime sector:
— the provision of beneficial
peripheral conditions.

VIIlLA4.1.

VIIL4.1.1.

Four aspects need 1o be consid-
ered with regard to the facilita-
tion of economic growth in gen-
eral:
— transporiation needs and
port capacity;
port organisation;
- inter-island shipping;
= cruise lonrism,

SCENARIO 3: REGISTER PLUS

The REGISTER PLUS scenario is not expected to have any impact on
Statia’s maritime sector. Although the ship’s register enables ship
owners to register ships on the island, so far this has not led to sig-
nificant related activity (notary, trust companies). The effects of the
REGISTER PLUS scenario are therefore expected to be limited to

Curagao.

SCENARIO 4: INTEGRATED MARITIME PoLICY

As for the other islands, the integrated maritime policy is based on
three tracks:

|. facilitating (externally generated) economic growth in general;

2. stimulating activities in the maritime sector;

3. providing favourable peripheral conditions.

FACILITATING ECONOMIC GROWTH IN GENERAL

Traffic volumes and port capacity

The possibilities with regard to generating internal economic growth
on Statia are limited, even more so than for Bonaire and Sint
Maarten. As indicated in Chapter 111, the port, airport, and oil termi-
nal are considered to be the corner stones of Statia’s economy. Con-
sidering the limited growth potential for the island’s economy, the
quality and capacity of the port are expected to meet the island’s
transportation needs now and in the foreseeable futured. At present,
the island population numbers 2 500, as opposed to over 12 000 in
the past. Thus, the autonomous development of Statia’s economy
will not require large investments in port infrastructure, considering

the current idle capacity of the port.

4 Investments made in the past have not led to an ideal layout of the port with re-
spect lo the prevailing wind and wave conditions, Notwithstanding its less than
optimal situation the port is not considered a bottleneck in the development of
the island.

© Policy Research Corporation N.V.

-199-

s i EEEE R ctii (o Rl 0 A e



Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

The major investments needed to
enable larger vessels to call at
the Port of Oranjestad, cannot
he justified in view of the small
velume of traffic to and from the
island.

The existing infrastructure suf-
fices to meet the island’s trans-
portation needs now and in the
Joreseeable future.

Vill4.1.2.

The Harbour Service, headed by
the Harbour Master, would
remain responsible for the day-
to-dav management of the port.

In close consultation with the
Harbour Masters of Statia and
Saba, the Co-ordinator  for
Maritime Affairs would be re-
sponsible for the development of
a maritime policy for the Wind-
ward islands.

Given its importance for the
istand economy, Statia Oil Ter-
minal would continue its opera-
tions.

Nevertheless, the lIsland Gov-
ernment's options with regard
{o the re-negotiation of the SOT
contract seem limited.

Currently, only relatively small conventional and ro/ro cargo vessels
can be handled in the port. As a result, Statia depends on tranship-
ment on Sint Maarten for the provision of supplies, which results in
higher transportation costs and a higher price level on the island.
However, very substantial investments in the port would be required
to enable larger vessels to berth, while the effects on the island’s
price level are expected to be merely marginal. Such investments

cannot be justified, and are therefore not included in this scenario.
Port organisation

The Harbour Service, headed by the Harbour Master, should remain
responsible for the day-to-day management, the collection of harbour
fees, and safety in the port. The Harbour Service is to remain part of
the Island Government, while the size of its staff should be reduced
as much as possible. Finally, the Harbour Master should be a member

of the Maritime Advisory Board for the Windward Islands.

As indicated in Chapter VII, a Co-ordinator for Maritime Affairs
should be appointed within the Island Government of Sint Maarten.
This co-ordinator should also be responsible for the development of
port policy for the other Windward Islands, and would report to all
three Windward Island Councils. The Maritime Co-ordinator should
have regular contacts with the Harbour Masters of both Statia and

Saba, to benefit from their knowledge of local circumstances.

The Statia Oil Terminal (SOT) is expected to continue its operations,
including the provision of agency, pilotage and towing services to
ships visiting its facilities. Although the Island Government of Statia
may hold the opinion that the direct revenue generated by the pres-
ence and maritime operations of the SOT is limited, the importance
of the terminal for the island’s economy is evident from the figures
presented in Chapter III. Over 300 jobs are directly and indirectly
related to the SOT, its impact on the island’s economy is consider-

able.

Considering the economic importance of the SOT and the validity of
the existing agreement, the Island Government’s options with regard

to the re-negotiation of the contract seem limited.
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VIIL4.1.3.

Inter-island  shipping  services
can be an important form of
infrastructure for an island na-
tion such as the Netherlands
Antilles. However, calewlations
have shown that a service be-
iween the Leeward islands and
the Windward islands would not
be profitable.

The intrinsic capacity to gener-
ate cargo on islands like Statia
is too small to justify additional
shupping services.

However, existing (un)scheduled
connections are mostly passen-
ger-oriented. The potential for
new connections may precisely
be in this segment: cruise tour-
ists and other day-trippers in-
terested in visiting these smaller
islands.

Inter-island shipping

The stimulation of inter-island shipping is only warranted if the is-
lands can produce products to be shipped between them. Considering
the (potential) scale of production on Statia, significant inter-island
traffic cannot reasonably be expected. Perhaps the stimulation of ag-
ricultural activities could provide some export products. However,
the scale of these agricultural activities on Statia cannot justify the
investments necessary to set up such a service, as over 200 TEUs

leave the island empty every year.

Moreover, an increase in activities on Statia (and Saba) alone could
never generate sufficient cargo to run profitable inter-island shipping
in the region. In the past, similar initiatives were heavily subsidised.
Finally, the restructuring of shipping networks is a process taking
place on a world wide basis: the feeder-services of international liner

shipping companies are increasingly penetrating the local markets.

As concluded in Chapter V and Annex V.2, even on the basis of opti-
mistic traffic projections, a regular weekly inter-island shipping
service between the Leeward islands and the Windward islands
would not be profitable unless it was heavily subsidised. An inter-
island shipping connection is therefore not included in the EIS® cal-
culations for the INTEGRATED MARITIME POLICY scenario for

Statia.

The connections between Sint Maarten and the other Leeward is-
lands, more specifically Statia and Saba, are mostly unscheduled or
tourism-related (small ferries). There are only ‘irregular’ dedicated
cargo services between the Dutch and other Windward islands. The
potential for inter-island shipping connections between the Dutch and
other Windward islands should however be investigated further. Es-
pecially with respect to the transportation of tourists (and irregular
cargo), a number of feasibility studies should be performed. On the
basis of which the implementation of a pilot project should be con-

sidered.

© Policy Research Corporation N.V.
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A number of feasibility studies
should be performed with re-
spect to the transportation of
tourists fand irregular cargo).
On the basis of these studies it
should be decided whether it is
attainable to organise a pilot
project..

As modest numbers of tourists
would already have a consider-
able impact on the economy of
these small islands, these feasi-
hility studies should become a
high ar even a top priority.

VIIL4.1.4.

The potential for cruise tourism
is limited, with the exception of
windjammer cruises.

No extensive port infrastructure
investments can be justified in
this respect.

Moreover. the ‘product Statia'
should be improved to attract
more cruise tourists and day
trippers.

For example, Sint Maarten boasts a large number of tourists in the
high season of cruise tourism. Small ferries from Sint Maarten to
Saba already carry about 50 day-trippers and divers each way per
day. The possibility of organising similar day trips between Sint
Maarten and Statia is at present hindered by the greater distance be-
tween the two islandsS and rough sea conditions. The use of new
(types of) vessels may solve these problems. This should be investi-
gated.

Moreover, bearing in mind the large numbers of American cruise
passengers the market potential should be investigated for such a
connection between Sint Maarten and Statia, the ‘Historical Gem’
where the American flag was first saluted. This important historical
link could be made the corner stone of a day trip to Statia. Obviously,
the success of realising this ‘overflow’ of cruise passengers will not
merely depend on the connection: the product Statia should be im-
proved too. In addition, the market for these trips may be created by
means of promotional activities. For instance, these day trips may
already be sold on board the cruise vessels. This would obviously

require the co-operation of the cruise lines.

Clearly, the possibilities of realising an overflow of tourists from Sint
Maarten (and other ‘larger’ island in the region) to neighbouring is-
lands, such as Saba and Statia, should be investigated in-depth. As
modest numbers of tourists would already have a considerable impact
on the economy of these small islands, these feasibility studies

should get a high or even top priority.
Cruise tourism and day-trippers

As for the other islands in the region, tourism is the foremost
(potential) source of income and activity for Statia. The entire econ-
omy, including the maritime sector, should therefore be geared to

attracting tourism.

With respect to cruise tourism it should be borne in mind that in the

current situation only very small cruise ships can call at the port of

5 Sint Maarten -Saba is 28 miles (45km), Sint Maarten - Statia is 38 miles (61km).
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In order to atiract cruise tourist
to visit Statia, the island product
should be improved and pro-
moted better,

VIIIL4.2.

VIIL4.2.1.

The volume of trade and the
demand for maritime services on
the island do not necessitate the
Jurther development of its mari-
time sector.

Oranjestad. The completion of even the most daring existing plans
for the development of the port infrastructure will not change this.
However, the facilities for the reception of windjammer cruise ves-
sels, and consequently Statia’s competitive position, may be im-

proved by investing in marina infrastructure®.

As indicated, an alternative may be to ship in cruise tourists (day
trippers) from Sint Maarten. At present the trip is both long and un-
comfortable, even on high-speed ferries, considerable distance be-
tween Sint Maarten and Statia and the frequency of rough sea condi-
tions. Thanks to larger and more modern vessels these problems may
be solved in the future. Moreover, although the island boasts a his-
torical fort, it can currently not offer much more to make the trip
worthwhile. Investments in the ‘product Statia” are therefore essen-
tial. The Hotel & Tourism Association should take the lead in devel-
oping the product Statia in co-operation with the Island Government.
The promotion should take place within the existing ‘Dutch Carib-

bean” campaign.

STIMULATING ACTIVITIES IN THE MARITIME SECTOR

Shipping and related services

As indicated, the volume of trade and the demand for maritime serv-
ices on the island do not necessitate the further development of its
maritime sector. All services are already performed either by the is-

land’s maritime sector itself, or by foreign companies.

In 1996 the total number of incoming (ro/ro) containers on Statia
mounted to 223 TEU, or about a hundred 40ft ro/ro containers. The
current storage area (almost 6000 m?) of the port can accommodate
nearly 200 of these containers. Furthermore, there is no congestion at

the pier. Considering the small volumes of cargo and passengers, it is

6 Port infrastructure consists of the (concrete) quays and breakwaters necessary for
the handling of *normal’ cargo and passenger vessels. Marina infrastructure con-
cerns buoys and (wooden) landing stages for the mooring of yachts and other
pleasure boats,
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VIil.4.2.2.

Considering the success of Sint
Maarten in this respect, there
seems o be some potential for
the development of yachting and
diving on Statia.

However, so far (pre)feasibility
studies have not demonstrated
that substantial investments in
marina infrastructure would be
Justified.

In January 1998 two engineer-
ing firms were asked by the
Statia Harbour Master (o draw
up plans for the construction of
marina facilities in the port of
Oranjestad. The costs of these
tentative plans were estimated at
some 3 million NAS

not necessary to invest in port infrastructure which would allow
larger vessels to call at Oranjestad.

Marine tourism: yachting and small cruise vessels

Although the current port infrastructure is sufficient to meet the is-
land’s autonomous (cargo) transportation demands, investments
should be considered with high priority in two specific market seg-
ments: yachting and small cruise vessels (windjammers). At present,
the port of Oranjestad lacks even the most basic facilities to accom-
modate yachts and/or small cruise vessels: there are no berthing
places, no sanitary facilities, no shops (for provisions), no-harbour-
front restaurants, et cetera. In the recent past, some tentative plans
were put forward to upgrade the port, including the construction of a

marina.

In order to protect a marina from the heavy swell in the bay, consid-
erable investments in the construction of breakwaters would be nec-
essary. However, the costs and benefits of these breakwaters were
never properly evaluated, although pre-feasibility studies carried out
in the past apparently showed that the investments could not be justi-
fied on economic grounds. Furthermore, the development of the har-

bour front would require substantial investments as well.

In the first months of 1998, two plans for the development of marina
infrastructure in the port of Oranjestad were drawn up by two engi-
neering firms at the request of the Harbour Master. Both plans are
tentative in nature and use the extension of the existing pier and the
construction of a new breakwater as starting-points. These facilities
would create a better sheltered port basin, suitable for the mooring of
yachts and fishing boats. In addition to ‘artist impression’ drawings
of the new port, both plans provide a cost estimate on the basis of
preliminary inspections of the site. Both plans independently estimate
the costs at some 3 million NA/. In both cases this figure includes the
construction of the pier and the breakwater and the provision of
sanitary facilities, facilities for the bunkering of fuel and water, a

small port office building, et cetera.
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Unfortunately neither plan did
include a thorough economic
evaluation of the feasibility of
the project.

Although at present the con-
struction of a marina cannol yet
be justified. Further studies into
the development of a marina on
Statia  are  strongly  recom-
mended and should be given top
priority.

These studies should inelude:

~ a marketing study to estab-
lish the potential;

— a technical feasibility study,
accurately fo estimate the
costs of the projeet;

— an economic evaluation,
both  at  micro-economic
fevel and with respect to the
macro-economic impact;

— an integrated  analysis,
which should point  out
whether additional invest-
ments in the port and the
‘island product’ are neces-

Thesdstand Government should

take the initiative, as marina

infrastructure can be considered

a government task just like

‘normal” port infrastructure.

Unfortunately neither plan did include an economic evaluation of the
feasibility of the project, although some qualitative arguments in fa-
vour of the project were put forward. A detailed and in-depth invest-
ment evaluation is outside the scope of this project. Moreover, due to
the late availability of the information (April 1998), the development

of a marina on Statia could not be included in the quantitative part of
the EIS®.

Consequently, the construction of a marina cannot at present be justi-
fied on the basis of detailed calculations of its economic effects.
Further studies with regard to the development of a marina on Statia
are however strongly recommended. These studies should be the is-
land government’s top priority, and should include:

— a marketing study, which would establish the potential and de-
mand for yachting facilities on Statia;

— a technical feasibility study with a detailed estimation of the costs
of the various aspects or modules of the project;

— an economic evaluation of the development plans for the port,
both at a micro-economic level (investment evaluation) and with
respect to the macro-economic impact on the island’s economy;

- moreover, an integrated analysis should reveal whether additional
investments in the port and the ‘island product” would be neces-
sary to increase the chances of successful port development.

In principle, the Island Government should take the initiative to in-
vestigate and possibly develop and co-ordinate such an investment
project’. In this respect, marina infrastructure can be considered a
government task just like ‘normal’ port infrastructure, especially
considering the scale of the island and the possible impact of such a
project on the economy. However, to make these investments, or
provide support to private investors, the Island Government would
probably have to rely on external funds (e.g. KabNA, EU) too. An

alternative would be to grant tax holidays to foreign investors.

In general, support for private/foreign investors should come in the
form of a reduction in ‘red tape’ and the financing/organising of spe-

cific training and education programmes for (potential) local em-

7 The possibilities to develop these plans in co-operation with partners on Sint
Maarten should be considered. For instance, regional co-operation could lead to
drawing up a yachting itinerary or tour between the Windward islands.
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To protect the marine environ-
ment and stimulate diving on
Statia, the creation of a Marine
Park is supported.

VIII4.3.

VIIL4.3.1.

Taking into consideration the
very small scale of maritime
activities on Statia and Saba,
the maritime interests of all
Windward islands should be
furthered by a Co-ordinator for
Maritime Affairs, based on Sint
Maarten.

ployees. If the macro-economic effects are significant, even (limited)
subsidising of private entrepreneurs’ start-up losses could be consid-
ered. As was for projects in other sectors, the Island Government

should not start to provide guarantees to (foreign) investors.

Apparently, plans were developed to establish a Marine Park in co-
operation with the STINAPA. To the knowledge of the research team
these plans have not resulted in concrete actions. Policy Research
recommends going ahead with the creation of a Marine Park, as this
would provide better protection for the marine environment better,

and would stimulate diving on Statia.

PROVIDING FAVOURABLE PERIPHERAL CONDITIONS

Structure of maritime government services

As indicated in Chapter VII, a Co-ordinator for Maritime Affairs
should be appointed within the Island Government of Sint Maarten.
This co-ordinator should also be responsible for the development of
port policy for the other Windward Islands, and would thus report to

all three Windward Island Councils.

The Maritime Co-ordinator should chair the meeting of the already
existing Sint Maarten Committee for Maritime Affairs, which has to
be extended to include representatives from the maritime sectors of
Statia and Saba, to become the Maritime Advisory Board for the
Windward islands. Moreover, the co-ordinator should also have
regular contacts with the Harbour Masters of both Statia and Saba, in
order to benefit from their knowledge of local circumstances. To this
end, the Harbour Masters should represent their respective islands on

the Maritime Advisory Board.

Because of the relatively small scale of the maritime sector on the
islands, this co-ordinator should work alone, possibly with an assis-
tant. The maritime co-ordinator would be part of the Sint Maarten

Service for Economic Affairs.
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VIIl4.3.2.

The protection of the marine
environment is  essential  for
Statia, both with respect to the
Saba Bank (potential for fish-
ery) and the coastal waters of
Statia (potential for diving).

VII14.3.3.

The promotion of the Nether-
lands Antilles as a maritime
centre should become part of an
everall promotional campaign
and should be co-ordinated
through a national promotional
campaign.

The harbour service (Harbour Master) would remain responsible for
the day-to-day management of the port, the collection of harbour
fees, as well as forsafety in the port. The harbour service would re-
main part of the Island Government, while the size of the staff should
be reduced as much as possible. Moreover, the Statia Oil Terminal
would continue its operations, including the provision of pilotage and

towing services to ships using its facilities.
Safety and environmental measures

With respect to the Statia Oil Terminal, the Island Government
should ensure it that the environment is effectively protected. This is
essential, not only for the marine environment in the immediate vi-
cinity of Statia, but also for the fishing grounds on the Saba Bank.
The fact that SOT is now subject to a ‘Hinderwetvergunning’ is a

step in the right direction.

The Saba Bank could be an important asset to the economies of both
Saba and Statia (see Chapter IX.5). In order to make possible the fu-
ture exploration of the fishing grounds of the Saba Bank, illegal
fishing by foreigners should be stopped. Both the Island and Central
Governments should make this a priority. The Coast Guard plays a

crucial role by preventing illegal fishing.
Promotion of the Netherlands Antilles as a maritime centre

The promotion of the Netherlands Antilles as a maritime centre
should be closely co-ordinated by the islands and incorporated into
existing promotional campaigns. Each island should contribute to the
joint campaign, emphasising its particular strengths. For Statia these

comprise (selective) tourism and fishery.
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VIILS.

The FRAMEWORK POLICY

with MARITIME FOCUS in-

cludes measures aimed at:

= restructuring government;

—  spurring economic growth;

— providing beneficial periph-
eral conditions:

— altracting foreign  invest-
ment;

— supporting specific sectors;

SCENARIO 5: FRAMEWORK POLICY WITH MARITIME Focus

Scenario 5 combines the INTEGRATED MARITIME POLICY sce-
nario with an improved general economic policy (GEP). In the previ-
ous scenario concrete maritime policy measures were presented.
Furthermore, it became clear that the development of the maritime

sector is closely linked to the overall economic situation.

The FRAMEWORK POLICY with MARITIME FOCUS scenario, as
described in Chapter V.5., mainly covers measures outside the scope
of maritime policy. All general measures which apply to Curagao and
the central government, are also relevant for Statia. For a more de-

tailed description, see Chapter V.
MEASURES AIMED AT RESTRUCTURING GOVERNMENT

Government power is to be delegated to the level of the islands along
the lines of the principle of subsidiarity, and decision-making at all

levels of government is to be sped up by reducing bureaucratic pro-

cedures.

MEASURES AIMED AT SPURRING ECONOMIC GROWTH IN
GENERAL

The government should concentrate its efforts on the stimulation of
service industries. For Statia this means focusing on selective tour-
ism, in particular sustainable forms of tourism, such as diving and
possibly hiking. As a result of the lack of raw materials, production

industries suffer a “natural’ disadvantage.

Furthermore, the New Fiscal Framework (‘Nieuw Fiscaal Raam-
werk’, NFR) should also apply to Statia, which will result in a lower

profit taxation tariff.

MEASURES AIMED AT PROVIDING BENEFICIAL PERIPHERAL
CONDITIONS

As for Curagao, these measures include: the privatisation of govern-
ment companies and the liberalisation of telecommunications and

utilities, more emphasis on training and education, the reversal of the

~  stimulating inter-island
trade and traffic;
—  promotion.
VIIL5. 1.
VIIL5.2.
VIILS.3.
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VIIL5.4.

VIILS.5.

VIILS.5.1.

Tourism could become more
important for the economy of
Statia. To be successful in at-
fracting more fourists, the island
should upgrade its tourist prod-
wet: “Statia - Historical Gem'’

‘brain drain’, and more co-operation and consultation between gov-
ernment and the social partners. Furthermore, the legal framework
should be modernised, and an objective and uniform instrument for

the evaluation of investment projects is to be developed.

MEASURES AIMED AT ATTRACTING FOREIGN INVESTMENT

The national procedures for the granting of work and residence per-
mits to foreign employees (expatriates) should be simplified and sped
up. This also applies to Statia. A more favourable fiscal policy should

be implemented towards foreign investment.

As indicated, support for foreign investors could take the form of a
reduction in ‘red tape’ and of financing and organising specific

training and education programmes for (potential) local employees.

SECTOR-SPECIFIC MEASURES

After a change in Dutch legislation per January 1, 1993, Statia and
Saba lost the so-called “driver’s licence tourism’, an important source
of revenue. In order to formulate policy alternatives, an approach
similar to that applied to the maritime sector is recommended for
other sectors. Below some general recommendations for tourism and

fishery are presented.
(Cruise) tourism

Tourism could become more important for Statia’s economy. Despite
calls for diversification, the island’s main source of income is bound
to remain tourism. To stimulate (cruise) tourism, local (small scale)
initiatives should be encouraged and investments in hotels and tourist
attractions should be supported (although no government guarantees
will be given), with the ecological limitations of the island may,

however, hinder its development.

For *Statia - The Historical Gem’ to be successful in attracting tour-
ism to, it should upgrade the fourist product it has to offer: better in-

frastructure (roads, water supply), more and better hotels and restau-
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VIILS5.5.2.

The potential of the Saba Bank
is very considerable. If the re-
cently  introduced Economic
Fishery Zone can effectively be
protected from illegal fishing, in
due time the Saba Bank will be
able to generate over a hundred
Jobs on Saba and Statia,

VIIL5.6.

rants, guided tours to historical sites (e.g. Fort Orange). improved

hiking trails on the Quill, et cetera.

Moreover, support for investors could take the form of tax holidays, a
reduction in ‘red tape’ and financing and organising specific training

and education programmes for (potential) local employees.
Fishery

Currently, only a handful of fishing boats from Saba and Statia oper-
ate on the Saba Bank. As indicated in Chapter III, the Dutch gov-
ernment introduced an ‘Economic Fishery Zone of the Netherlands
Antilles and Aruba’ in 1993 to protect the economically and ecologi-
cally important Saba Bank, whose economic potential is consider-
able. If the stock is brought up to and maintained at a healthy and
sustainable level, the Saba Bank could generate 1000 to 1500 tons of
fish each year. In an ideal situation, the Saba Bank could provide jobs

for over a hundred people on Saba and Statia.

It is outside the scope of this study to formulate detailed recommen-
dations for the development of the fishing sector and for the proc-
essing of its proceeds. However, the sector certainly seems to have
potential and only relatively limited funds would be required to de-
velop it. Support for the fishing sector would include minor invest-

ments in the facilities of the port(s) of Saba and/or Statia.

MEASURES AIMED AT PROMOTING THE NETHERLANDS ANTILLES

The measures proposed in Chapter V.5.7. apply to the Netherlands

Antilles in general and therefore to all the (separate) islands.
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IX.

In this chapter the palicy sce-
narios are adapted to the par-
ticular situation on Saba.

IX.1.

Chapter  [X.] describes  the
CONTINUATION  seenario for
Suba,

POLICY SCENARIOS FOR SABA

As was discussed in Chapter I1l, the maritime sector is negligibly
small, if not non-existent on the island !, whereas tourism is the most

important economic activity.

SCENARIO 1: CONTINUATION

At present, there are no maritime policy on Saba. All federal meas-
ures apply to Saba as well, including the registration of ships, the
(special) taxation system, the lack of an overall policy framework,

and of maritime promotion for the Netherlands Antilles.

The Island Government, represented by the Harbour Master and his
assistant, is responsible for the operation and management of the port
at Fort Bay. With a view to stimulating the development of tourism
on the island, the reorganisation and restructuring of the port infra-
structure have been considered2. Yet, no concrete measures have

been introduced so far.

I The owner of a local supermarket acts as a shipping agent in order to obtain the
supplies for his store.

With respect to the redevelopment of the harbour, the European Commission has
prepared a Terms of Reference for the formulation of a Long Term Development
Plan for the Maritime Facilities on Saba. It is not clear whether any progress has
been made in drawing up such a plan.

2
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IX.2.

A true laissez faire approach
would imply the privatisation of
the port. However, considering
the macro-economic imporiance
of the port for the island's econ-
omy this option is considered
unsuitable for Statia.

Considering the enormous im-
halance in the revenue and costs
related to the port, privatisation
iy not a feasible option anyway.

IX.3.

Considering the absence of reg-
istration and offshore activities
on Saba, the effects of the REG-
ISTER PLUS scenario may rea-
sonably be assumed to be lim-
ited to Curagao.

IX.4.

The INTEGRATED MARITIME

POLICY scenario consists of

three tracks:

— the facilitation of economic
development in general;

— the stimulation of activities
in the maritime seclor;

— the provision of beneficial
peripheral conditions.

SCENARIO 2: LAISSEZ FAIRE

The introduction of a pure laissez faire policy would imply that pri-
vatisation of the operation and management of the port at Fort Bay is
privatised. Considering the enormous imbalance in the revenue and
costs related to the port, privatisation is not a feasible option. In
1995, the total income (port charges) amounted to 19 249 Naf., while
the operational costs of the port totalled almost 150 000 Naf3.

Moreover, the complete privatisation of the management and opera-
tion of the port of Philipsburg is not considered in the LAISSEZ
FAIRE scenario, for the same reasons as those which apply to Cura-
¢ao. Because of the macro-economic importance of port infrastruc-
ture for the island economy, the creation of any kind of (unregulated)
private monopoly in the port is not recommended4. The LAISSEZ
FAIRE scenario is therefore not applicable to Saba.

SCENARIO 3: REGISTER PLUS

The REGISTER PLUS scenario is not expected to have a significant
impact on Saba. At present, one financial offshore company is active
on the island. However, this company is not involved in maritime

affairs.

SCENARIO 4: INTEGRATED MARITIME POLICY

The principal aim of the integrated maritime policy is to develop
(maritime) activity in the ports of the Netherlands Antilles. The IMP
is based on three tracks:

1. facilitating (externally generated) economic growth in general,

2. stimulating activities in the maritime sector;

3. providing favourable peripheral conditions.

3 Annual Accounts of the Island Territory of Saba, 1995,
4 Considering the small scale of the port, a monopoly would be the most likely
outcome of any privatisation process.
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IX.4.1.

IX.4.1.1.

Four aspects can be considered
in the context aof the facilitation
of economic growth in general:
= supporting function;

= port organisation.

— inter-istand shipping;

~ cruise tourism and ferries,

FACILITATION OF ECONOMIC GROWTH IN GENERAL

Supporting function

The possibilities for generating internal economic growth on Saba are
limited, even more so than on Sint Maarten. At present, the island
population numbers about 1500, with a virtual full employment

situation.

Currently, only small cargo vessels can call at the Fort Bay port. As a
result, Saba mainly depends on transhipment in Sint Maarten and
Puerto Rico for the provision of supplies, which leads to higher
transportation costs and a higher price level on the island. However,
very large investments in the port would be required to enable larger
vessels to berth. Moreover, the effects on the island’s price level are
expected to be merely marginal, because of the small scale of im-

ports.

The number of vessels calling at the port is highly seasonal, and the
traffic mainly concerns passengers. Due to the short service time per
vessel, there is hardly any congestion in the port, not even in peak

months.

In brief, the autonomous development of Saba’s economy will not
require large investments in the port infrastructure, considering the
current idle capacity of the port. The development of tourism is also
capped by the Island Government’s decision to limit the number of
tourists in order to protect the environment and the atmosphere of the
island. As indicated, the traffic in the port of Fort Bay mainly con-
cerns passengers (tourists). The existing infrastructure is expected to
be able to handle the maximum allowed numbers of tourists in the
future. A (large) investment in port infrastructure on behalf of cargo

and passenger shipping can therefore not be justified3.

5 These findings are confirmed by a study pertormed by TecnEcon, 1997,
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IX.4.1.2.

The Harbour Service, headed by
the  Harbour Master, would
remain responsible for the day-
to-day management of the port
of Fort Bay,

.The Co-ordinator for Maritime
Affairs would be responsible for
the development of a maritime
policy for the Windward islands
in close consultation with the
Harbour Masters of Statia and
Saba,

IX.4.1.3.

Inter-island  shipping services
can be an important form of
infrastructure for an island na-
tion like the Netherlands An-
tilles.

A number of measures to facili-
tate and support such a service
are included in the INTE-
GRATED MARITIME POLICY
scenario at a national level (see
Chapter V.4).

Port organisation

The management and operation of the port of Fort Bay would remain
the responsibility of the Island Government, more specifically the
Harbour Master. The loading and unloading of cargo, mainly ro/ro
containers, would be performed by the ship’s crew and
(representatives of) the local interested party, supervised by the Har-
bour Master. Considering the small scale of the activities and the re-
sulting over-capacity of the port, it would not be necessary to set up a

new and possibly more efficient structure.

As indicated in Chapter VII, a Co-ordinator for Maritime Affairs
should be appointed within the Island Government of Sint Maarten.
This co-ordinator should also be responsible for the development of
port policy for the other Windward Islands, and would report to all
three Windward Island Governments. The Maritime Co-ordinator
should have regular contacts with the Harbour Masters of both Statia
and Saba, in order to benefit from their knowledge of local circum-

stances.
Inter-island shipping

The stimulation of inter-island shipping is only worthwhile if the is-
lands can produce products to be shipped between them. Considering
the (potential) scale of production on Saba, significant inter-island
traffic cannot reasonably be expected. If the development of fishing
and the processing of fish products is successful, this could generate
some cargo, although no additional shipping services to and from the

island would be required.

Moreover, an increase in activities on Saba (and Statia) alone could
never generate sufficient cargo to run profitable inter-island shipping
services in the region. In the past, similar initiatives were heavily
subsidised. Finally, the restructuring of shipping networks is a proc-
ess taking place on a world wide basis: the feeder-services of inter-
national liner shipping companies are increasingly penetrating the

local markets.
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The potential for inter-island
shipping connections  between
the Dutch and other Windward
istands. especiallyv with respect
to the ransportation of tourisis,
should be investigated further

However, in the case of Saba
this would also imply protecting
the environment of the island,
which is its most imporiant asset
with respect to tourism.

As concluded in Chapter V and Annex V.2, even on the basis of opti-
mistic traffic projections, a regular weekly inter-island shipping
service between the Leeward islands and the Windward islands
would not be profitable unless it was heavenly subsidised. An inter-
island shipping connection is therefore not included in the EIS® cal-
culations for the INTEGRATED MARITIME POLICY scenario for
Statia.

The connections between Sint Maarten and the other Leeward is-
lands, more specifically Statia and Saba, are mostly unscheduled or
tourism-related (small ferries). There are only irregular dedicated
cargo services exist between the Dutch and other Windward islands.
The potential for inter-island shipping connections between the
Dutch and other Windward islands should however be investigated
further. Especially with respect to the transportation of tourists (and

irregular cargo), a number of feasibility studies should be performed.

As indicated, Sint Maarten is faced with considerable ‘congestion’
problems in the high season of cruise tourism. Small ferries from Sint
Maarten to Saba already carry about 50 day-trippers and divers each

way per day.

Clearly, the possibilities of increasing the overflow of tourists to
Saba should be investigated, particularly as modest numbers of tour-
ists would already have a considerable impact on the economy of

these small islands.

However, in the case of Saba this would also imply an impact on the
island’s environment, which is its most important asset with respect
to tourism. In order to protect the environment, the Island Govern-
ment has wisely chosen a path of selective tourism development, laid
down in the ‘Integrated Tourism Development Master Plan’. The
number of tourists is consciously limited, while only sustainable ac-

tivities are promoted (e.g. diving, hiking, eco-tourism).
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IX.4.14.

Feasibility studies are required
to assess (o what extent invest-
ments in the port of Fort Bay
are warranted by the potential
of tourism.

In general, private investment
initiatives should be endorsed,
as long as they are not incom-
patible with the the island’s
ecological constraints.

Although the number of calls by
cruise ships has been declining
for some years, largely as a
result of increased competition
by alternative destinations, there
seems to be potential at the top
end of the cruise markel. using
small windjammer cruise ves-
sels.

Cruise tourism and ferries

Two thirds of the day-trippers visiting the island come by sea, mainly
on two ferries. The current port infrastructure apparently hampers the
development of (maritime) tourism on Saba. In order to assess to
which extent investment in the port can be justified, feasibility stud-
ies of the various investment alternatives have to be performedt.
However, this kind of analysis is outside the scope of this project. No
specific recommendations with respect to the overall restructuring of

the port can therefore be formulated at this time.

In general, private investment initiatives should be endorsed, as long
as they are not incompatible with the island’s ecological constraints.
This support should not consist of investment grants or guarantees.
The Island Government could encourage private investors by means
of tax holiday. An indirect incentive could involve cutting invest-
ment-related red tape. amongst other things with regard to applica-
tion for work permits for foreign employees. Another possibility
would be to organise and pay for the training and education of

(potential) local employees.

The number of calls by cruise ships has been declining for some
years, largely as a result of increased competition by alternative des-
tinations. Nevertheless, there seems to be potential at the top end of
the cruise market, using small windjammer cruise vessels. A recent
study has rightly indicated that in order to serve this market, it is not
necessary to have a docking pier?. It needs to be pointed out in this
respect that as in order to facilitate visits to Saba by these ferries and
cruise vessels (windjammers), a single-point mooring buoy has re-
cently been installed, as passengers can be taken ashore by tenders or
dinghies. It is more important to upgrade the port area to provide
these tourists with (sanitary) facilities, shopping opportunities and

transportation across the island.

6 On the one hand the *cap’ on the number of tourists ensures sustainable devel-
opment. On the other hand. however. it limits the potential revenue and conse-
quently the profitability of investment projects.

7 See TeenEcon (1997).
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IX.4.2.

IX.4.2.1.

IX.4.2.2.

In recent years, the number of

vacht calls has increased. How-
ever, the spending impact of the
visitors has been relatively lim-
ited.

The provision of marina infra-
structure would require large
investments in breakwaters.

Such investments can only be
warranted in comhination with
an overall program to increase
the revenue generating potential
of the island.

Only a very limited number of stay-over tourist arrive by sea and
actually stays ashore. Most of them live aboard the dive boats, which
are provisioned in Sint Maarten. At present, their impact on the is-
land’s economy is very limited and can therefore not justify large

investments on their behalf.

STIMULATION OF ACTIVITIES IN THE MARITIME SECTOR

Shipping and related services

There is only a very limited need for maritime services on Saba,
which produces hardly any agricultural or manufacturing goods. For
its supplies and provisions, the island successfully relies on external

providers of maritime transport.
Yachting and marinas

There has been a strong increase in the number of yacht calls since
1990, to about 600 in 1995, even despite hurricane Luis8. These
yachts mostly come from the French side of Sint Maarten, where a
well-developed charter market exists (over 350 boats in 1995). How-
ever, because of the lack of facilities and entertainment in the port,
the economic impact of these yachts is very limited?. This situation
has even led to the recommendation of a cap on yacht calls. An alter-
native would be to provide yacht passengers with better facilities and

more possibilities to spend money in the port area.

Plans exist to develop a marina on the island. However, because of
the heavy swell it is very difficult to find a suitable location. The
European Union has already granted a subsidy of 5 million Naf. to
upgrade the existing breakwaters so as to better protect small vessels
in the port. A relatively expensive enlargement of the main break-
water would be required to protect a marina within the current port
and make it accessible the whole year round. The EU subsidy, how-
ever, does not suffice to cover the costs. The project has therefore

been put on hold for an indefinite period.

& Saba, Integrated Tourism Development Master Plan, 1996.
9 Economic Analysis of the Saba Marine Park report (R. Framheim, 1995).
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The project to construct a new
small boats port at the West
breakwater of the port at Fort
Bay can apparently cannot be
Justified on the basis of a micro-
economic and financial evalua-
tion.

As the information concerning
the project was made available
to Policy Research too late, the
macro-economic impact of the
investment plan could not be
established.

1X.4.3.

IX.4.3.1.

Taking into consideration the
very small scale of maritime
activities on Statia and Saba,
the maritime interests of all
Windward islands should be
Surthered by a Co-ordinator for
Mavritime Affairs, based on Sint
Maarten

Another option is to extend the West side breakwater to create a sec-
ond port area for small boats (yachts, fishing boats). This option was
evaluated in the summer of 1997 and cost estimates were provided!0.
These estimates were based on very conservative assumptions and
excluded important aspects, such as navigational aids, mooring fa-
cilities and the stabilisation of the hillside next to the marina. Still,
the costs of this project were already estimated at nearly 6 million
NAf. Moreover, the project could apparently not be justified in mi-
cro-economic terms. Overall, the arguments presented in the report in
favour of building the additional small boats port are qualitative or
weak, especially from a financial point of view and in view of the

assumptions made.

Whether the macro-economic effects, canned by the additional traffic
generated in the port, would be able to justify the expansion plans
could not be established. The necessary information was only made
available to Policy Research in April 1998, when it was too late for
an in-depth analysis and inclusion in the Economic Impact Study
(EIS®).

PROVISION OF FAVOURABLE PERIPHERAL CONDITIONS

Structure of maritime government services

As indicated in Chapter VII, a Co-ordinator for Maritime Affairs
should be appointed within the Island Government of Sint Maarten.
This co-ordinator should also be responsible for the development of
port policy for the other Windward Islands, and would report to all
three Windward Island Councils.

The Maritime Co-ordinator should chair the meeting of the already
existing Sint Maarten Committee for Maritime Affairs, which has to
be extended to include representatives from the maritime sectors of

Statia and Saba, to become the Maritime Advisory Board for the

10 TeenEcon (1997).
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IX.4.3.2.

As was the case for Statia and
Bonaire, the protection of the
marine environment is essential
for Saba. This concerns both the
Saba Bank (potential for fish-
erv) and the Marine Park diving
arounds.

Windward islands. Moreover, the co-ordinator should also have
regular contacts with the Harbour Masters of both Statia and Saba, in
order to benefit from their knowledge of local circumstances. To this
end, the Harbour Masters should represent their respective islands on

the Maritime Advisory Board.

The operation of the port at Fort Bay would remain the responsibility
of the Island Government. The harbour service (Harbour Master)
would be responsible for the day-to-day management, the collection
of harbour fees, for the safety in the port. The harbour service should

remain part of the Island Government.
Safety and environmental measures

Considering the economic and ecological importance of the Saba
Marine Park, environmental protection is an essential task of the Is-
land and central government. In this respect, the Island Government
should work closely with the STINAPA and the Coast Guard.

In relation to the protection of the underwater environment (Marine
Park), the activities of the BBW cement plant in the port require spe-
cial attention. The new stone-crushing equipment used to produce
building materials (cement) apparently causes damage to the coral.
Furthermore, the produced dust negatively influences the port envi-
ronment, which is detrimental to the tourists” perception. The extent
of the damage has to be established and proper measures need to be

taken.

Furthermore, the Saba Bank could become an important asset to
Saba’s economy. In order to ensure the future exploitation of the
fishing grounds of the Saba Bank, illegal fishing by foreigners should
be stopped. Both the Island and Central Governments should make
this a priority. The necessary legislation seems to be in place and the

Coast Guard plays a crucial role by actively preventing illegal fish-
ing.
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1X.4.3.3.

The promotion of the Nether-
lands Antilles as a maritime
centre should become part of an
overall promotional campaign
and should be co-ordinated
through a national promotional
campaign.

IX.5.

The FRAMEWORK POLICY
with MARITIME FOCUS in-
cludes measures aimed at:

= restructuring government,

~  spurring economic growth;

- providing beneficial periph-
eral conditions;

~ atiracting foreign  invest-
ment;

- supporting specific sectors;

Promotion of the Netherlands Antilles as a maritime centre

The promotion of the Netherlands Antilles as a maritime centre
should be closely co-ordinated by the islands. Each island should
contribute to the joint campaign, emphasising its particular strengths.
For Saba these at present comprise eco-tourism and diving (Marine
Park).

However, for the Saba to promote its maritime activities would not
be advisable, as its strengths are mainly in tourism-related marine
activities. These aspects, as well as the ‘Saba - Unspoiled Queen’
image, are already promoted under the collective marketing umbrella
of the Netherlands Antilles and Aruba, the ‘Dutch Caribbean’, a pub-
lic-private initiative which was launched in 1997,

SCENARIO 5: FRAMEWORK POLICY WITH MARITIME Focus

Scenario 5 combines the INTEGRATED MARITIME POLICY sce-
nario with an improved general economic policy (GEP). In the previ-
ous scenario concrete maritime policy measures were presented.
Furthermore, it became clear that the development of the maritime

sector is closely linked to the overall economic situation.

The FRAMEWORK POLICY with MARITIME FOCUS scenario, as
described in Chapter V.5., mainly includes measures outside the
scope of maritime policy. All general measures which apply to Cura-
¢ao and the central government, are also relevant for Saba. For a de-

tailed description, see Chapter V.5.

MEASURES AIMED AT RESTRUCTURING GOVERNMENT

Government power is to be delegated to the level of the islands along
the lines of the principle of subsidiarity, and decision-making at all
levels of government is to be sped up by reducing bureaucratic pro-
cedures. The Island Government of Saba is to be evaluated and, if
necessary reorganised and down-sized. Currently, about 75% of the

island’s workforce is employed by the Island Government!1,

11 Source: Saba Integrated Tourism Development Master Plan,

- stimulating inter-island
trade and traffic;
- promotion.
IX.5.1.
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IX.5.2. MEASURES AIMED AT SPURRING ECONOMIC GROWTH IN
GENERAL

The government should concentrate its efforts on the stimulation of
service industries. For Saba this means focusing on tourism, in par-
ticular selective and sustainable forms of tourism, such as diving and
possibly hiking. As a result of the lack of raw materials, production

industries suffer a ‘natural” disadvantage.

Furthermore, the New Fiscal Framework (Nieuw Fiscaal Raamwerk,
NFR) should also apply to Saba, which will result in a lower profit

taxation tariff.

IX.5.3. MEASURES AIMED AT PROVIDING BENEFICIAL PERIPHERAL
CONDITIONS

As for Curagao, these measures include: the privatisation of govern-
ment companies and the liberalisation of telecommunications and
utilities, more emphasis on training and education, the reversal of the
“brain drain’, and more co-operation and consultation between gov-
ernment and the social partners. Furthermore, the legal framework is
modernised, and an objective and uniform instrument for the evalua-

tion of investment projects is to be developed.

IX.5.4. MEASURES AIMED AT ATTRACTING FOREIGN INVESTMENT

National procedures for the granting of work and residence permits to
foreign employees (expatriates) should be simplified and sped up.
This also applies to Saba. A more favourable foreign investment fis-
cal policy should be introduced. As indicated, support for foreign
investors could also take the form of financing and organising spe-
cific training and education programmes for (potential) local em-

ployees.
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IX.5.5.

IX.5.5.1.

IX.5.5.2.

The potential of the Saba Bank
is very substantial. If the intro-
duced Economic Fishery Zone
can effectively be protected from
illegal fishing, in due time the
Saba Bank will generate over a
hundred jobs on Saba and Sta-
fia.

SECTOR-SPECIFIC MEASURES

Like Statia, Saba lost its “driver’s license tourism’, an important
source of revenue, after a change in Dutch legislation per January 1,
1993. In order to formulate policy alternatives, an approach similar to
that proposed for the maritime sector is recommended for other sec-
tors. Some general recommendations for tourism and fishery are pre-

sented below.
Tourism

Tourism is important for Saba’s economy. Despite calls for diversifi-
cation, tourism is the only realistic option for the island. In terms of
economic impact, stay-over tourists arriving by air are the most im-
portant, albeit not the largest group of visitors. Stay-over tourists
coming in by sea generally live aboard their boats and have a more
limited impact. Day-trippers coming in by sea (ferries, cruise vessels)

also have a limited spending impact, unless they are divers.

To stimulate tourism, local (small-scale) initiatives should be en-
couraged and investments in hotels and tourist attractions supported,
bearing in mind the ecological limitations of the island. As indicated
before, the instruments to be used to attract investors are tax holidays
and subsidies for the training of local personnel. Moreover, the prod-
uct of Saba, the ‘Unspoiled Queen’, should be further developed and
marketed within the existing ‘Dutch Caribbean’ promotion pro-
gramme. The Saba Tourist Bureau should play a co-ordinating role.

Fishery

Currently, only a handful of fishing boats from Saba and Statia oper-
ate on the Saba Bank. As indicated in Chapter 111, the Dutch gov-
ernment introduced an ‘Economic Fishery Zone of the Netherlands
Antilles and Aruba’ in 1993 to protect the economically and ecologi-
cally important Saba Bank, whose economic potential of the Saba
Bank is significant. If the stock is brought up to and maintained at a

healthy and sustainable level, the Saba Bank could generate 1000 to

-222-

© Policy Research Corporation N.V.




Policy scenarios for Saba

1500 tons of fish each year. In an ideal situation, the Saba Bank

could provide jobs for over a hundred people on Saba and Statia.

It is outside the scope of this study to formulate detailed recommen-
dations for the development of the fishing sector and for the proc-
essing of its proceeds. However, the sector certainly seems to have
potential and only relatively limited funds would be required to de-
velop it. Support for the fishing sector would include minor invest-

ments in the facilities of the port(s) of Saba and Statia.

IX.5.6. MEASURES AIMED AT PROMOTING THE NETHERLANDS ANTILLES

The measures proposed apply to the Netherlands Antilles in general

and therefore to all the (separate) islands.
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The policy scenarios of Chap-
ters Vo [X:

i

ot

&

CONTINUATION — of  the
present policy;
LAISSEZ-FAIRE policy:
REGISTER PLUS policy:
INTEGRATED maritime po-
licy:

FRAMEWORK policy,

were quantified in order to de-
termine their impact on the
Netherlands Antilles " economy.

EcoNOMIC IMPACT OF POLICY SCENARIOS

In Chapters V to IX, five policy scenarios were developed for the

maritime sector of the Netherlands Antilles:

1. CONTINUATION of the present policy: in this scenario, it is as-
sumed that there will be no changes in the current maritime eco-
nomic policy;

2. LAISSEZ-FAIRE policy: in this scenario, it is assumed that there
will be no maritime economic policy at all;

3. REGISTER PLUS policy: a set of measures aimed at promoting
the Netherlands Antilles ship’s register are adopted;

4. INTEGRATED maritime policy: a package of measures aimed at
the maritime sector as a whole is implemented;

5. FRAMEWORK policy: the measures related to the maritime sector
are embedded is a package of measures that will improve the
structure of the Netherlands Antilles” economy.

In order to evaluate the economic impact of these scenarios, their
major elements were quantified and used as a starting point for the
EIS® analysis. REGISTER PLUS was thereby been included into /N-
TEGRATED. Some overall economic developments, such as eco-
nomic growth and the growth of the Caribbean cruise market growth
are also taken into account. For each scenario, the impact on value

added, employment and backflow was estimated.

In this chapter, a distinction between the direct and the total eco-
nomic impact is made. The direct impact principally is the impact
within the maritime sector itself, in other words the value added, em-
ployment and backflow created in the respective maritime subsectors.

For cruise tourism it is the impact of purchases made by passengers
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and crew.! It thus shows how the respective policy scenarios work

out on the maritime activities themselves.

The ‘total' impact consists of  The total impact is the effect upon the whole economy. It includes

three elements:

~ the ‘direct’ impact in the three elements:

maritime sector itself;

= the ‘indirect’ impact in the
supplying sectors;

— the ‘induced' impact gene-
rated by the spending of in-
come, profits and tax reve-
rues.

the direct impact;

the indirect impact, which is the effect of the purchases of goods
and services in order to produce the maritime output;

the induced impact, which is the impact of spending the incomes,
profits and tax revenues generated by the direct plus indirect im-
pact.

The total impact is given for the economy as a whole, whereas the

direct impact separately considers the maritime subsectors.

This chapter analyses the direct This chapter gives the results for Curagao, Bonaire and the Wind-

and the total impact.

ward Islands in three sections. Each of these is built up as follows:

first, the factors that determine the direct impact are introduced,
which are the proposed policy measures and some other economic
developments;

second, it is shown how these factors are translated to the direct
value added, employment and backflow per activity;

third, the total impact of the scenarios on the Island economy is
given.

For a full description of the scenarios, the reader is referred to Chap-
ters Vito IX.

This approach is also applied for the oil terminal on Statia, where the impact of
the workers” purchases is estimated.
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X.1.

X. 1.1

The direct impact on Curagao
is, on the one hand, determined
hy policy measures;

register-related measures;
port-related measures:

the construction of a cruise
pier:

promotional activities;
general economic measures.

On the other hand, it is deter-
mined by economic develop-
ments:

growth in cruise lourism,
local growth;
world-wide growth.

Economic IMPACT ON CURACAO

DETERMINATION OF THE DIRECT ECONOMIC IMPACT

In the scenario analysis of the EIS®, the direct economic impact is

determined by policy measures and economic developments.

The policy measures and their principal effects are the following:

- register-related policy: this will have an impact on registered
tonnage, and thus on register-related activities, such as the SINA
and the law and trust offices:

— port-related policy: the incentive-driven change in the CPA-CPS
concession is expected to boost sea-to-sea container transhipment.
This will increase the output of the port and the shipping agents.
On the other hand, transhipment is expected to diminish if the
concession is not changed. This would also make the activities in
the free zone fall significantly, since the number of direct calls by
the international container lines would fall and the transport costs
consequently rise.

~ cruise pier construction: compared to the present berthing facili-
ties, significantly larger vessels will be able to arrive at this pier.
This will result in approximately 55 000 additional passengers in
2005

— promotional activities: these are expected to have a positive im-
pact on all maritime activities, although this is hard to quantify.
Because of this, the results presented for INTEGRATED and
FRAMEWORK may be regarded as an underestimation of the ac-
tual effects;

— general economic measures: these are expected considerably to
strengthen the economy as a whole. As shown below, the mari-
time sector will also benefit from growth in this respect.

The following economic developments are considered:

— growth in cruise tourism: this will depend on the developments
in the Deep Caribbean cruise market (see Chapter 1V and Volume
1), and the government decision regarding the construction of a
new cruise pier. At the same time, it is an important factor in local
economic growth;

— local economic growth: because of the ‘open’ character of the
Netherlands Antilles economy, this will strongly depend on the
world wide economic growth. However, some specific develop-
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X.1.2.

ments in Curagao’s maritime sector will also have an impact on
local growth. These developments are a growth in cruise tourism
and in container transhipment and the probable modernisation of
the ISLA oil refinery. It needs to be stressed that, as shown above,
the former two will depend on the policy measures regarding the
cruise pier and port concessions;

— world wide economic growth: besides being a major determinant
of local economic growth, world wide economic growth will di-
rectly affect the output of some specific maritime activities, such
as shipping and the dry dock.

DIRECT ECONOMIC IMPACT PER SUBSECTOR

The direct economic impact of the respective scenarios is given in
Table X.1. In this table, the estimated economic impact of the re-
spective scenarios in 2005 are compared to the CURRENT impact
(see Chapter III). This CURRENT impact refers to 1996, the year for

which the maritime data was collected as part of the Case Studies.

The numbers between brackets represent expected local economic
growth per year. As indicated in the previous section, this growth rate
consists of two components:

1. basic growth per year as derived from the ‘Curalyse’ macro-
economic model, which is estimated at 1.9%2;

2. the *structural’ component induced by specifically maritime de-
velopments which depend on the scenarios.

Under CONTINUATION and LAISSEZ-FAIRE the structural compo-
nent is -0.3%.3 Mainly because of the expected modernisation of the
ISLA refinery, which may lead to a significant loss in labour income,
and thus in value added. Under INTEGRATED it is -0.1%, which is
‘lower’ because of stronger growth in cruise tourism and container
transhipment. Under FRAMEWORK, the basic growth rate is ex-
pected to be higher because of the measures that will improve the
business environment on Curagao. Note that an alternative growth
percentage is given for CONTINUATION and INTEGRATED. This
percentage is estimated assuming that the basic growth rate is zero.

2 See Micromacro Consultants (1996).
3 Note that all numbers are rounded up or down, so that the growth rates in the
tables need not be precisely equal to the sum of the components from the text.
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Table X.1 : Direct economic impact of maritime activities on Curacao, 2005

Scenario (growth %) Port- Register-  Cruise

Shipping  related  Agents  Dry dock  related  tourism  Free zone Total Index
Value added (000 NAL)
Current 63591 EYAYE] 9407 45134 1628 11007 35839 146 780 95%
Continuation (-0.3%) 6553 35818 9064 44916 | 089 I8 468 17920 133 827 87%
Continuation (1.7%) T 820 43 406 10 984 54073 1 089 18 468 17820 153 760 100%
Laissez faire (1.7%) 7820 43 406 10 984 54073 L] 18 468 0 134 752 88%
Integrated (-0.1%) 6601 45 238 11159 45 (64 3814 21 477 315839 169 233 110%
Integrated (1.8%) T 868 52 858 13086 54239 384 21 477 15839 189 180 123%
Framework (2.8%) 8031 56 668 14 (29 55430 igl4 21477 35839 195 288 127%
Employment
Current 72 386 133 758 31 334 639 2353 94%
Continuation (-0.3%) 72 372 128 754 27 60 320 2232 89%
Continuation (1.7%) 83 451 135 08 27 560 320 2 505 100%
Laissez faire (1.7%) 83 451 155 908 0 560 0 2159 86%
Integrated (-0.1%) 72 445 158 757 49 651 639 2771 111%
Integrated (1.8%) 86 519 184 911 449 651 639 3041 121%
Framework (2.8%) b 557 198 931 44 631 639 3ns 124%
Backflow (000 NAL)
Current 1278 6762 1932 10478 340 3135 7m 31 636 95%
Continuation (-0.3%) 1270 6515 1 862 10426 239 4814 3 855 25 981 87%
Continuation (1.7%) | 516 7 895 2256 12552 239 4 814 3853 33127 100%
Laissez faire (1.7%) 1516 T 895 2256 12552 0 4814 0 29033 88%
Integrated (-0.1%) 1279 7783 2300 10 459 766 53598 T710 35895 108%
Integrated (1.8%) 1524 9094 2 688 12 588 T 5598 7710 39 968 121%
Framework (2.8%) 1 555 9 750 2881 12 863 766 5598 7710 41123 124%

Source : Policy Research Corporation N.V.

The policy scenarios have little
impact on shipping itself The
direct impact on merchant ship-
ping depends on more local
growth, whereas deep-sea low-
age it depends on  world wide
g:’(m'fh.

For shipping, two separate activities are considered, viz. merchant
shipping and deep-sea towage. As merchant shipping basically con-
cerns shipping between the ports of the Netherlands Antilles (and
other ports in the region), the direct impact depends on local eco-
nomic growth. Deep-sea towage directly depends on world wide eco-
nomic growth. Because of the dependence on economic growth
rather than policy measures, the results for the respective scenarios
do not differ much. The value added, employment and backflow are
only slightly higher under INTEGRATED than under CONTINUA-
TION and LAISSEZ-FAIRE.

© Policy Research Corporation N.V. -229-

T 1 [ ————— e T T ™7 EEmEls @ | @ &




Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

Port-related activities also basi-
cally depend on local growth.
The concession arrangements of
the respective scenarios will,
however, have a significant
impact on sea-to-sea container
transhipment.

The activities of shipping agents
directly depend on activities in
the port.

The policy scenarios have little
impact on the dry dock. The
direct impact on emergency
repair depends on local growth;
on planned maintenance it de-
pends on world wide growth.

The development of port-related activities basically depends on local
economic growth. The higher the level of welfare, the greater local
demand will be, and the more goods will be imported via the port.
The activities also directly depend on sea-to-sea container tranship-
ment, which is subject to the decisions of the international container
lines on whether to call at the port of Willemstad with direct or
feeder services. However, these decisions may be influenced by the
effects of the proposed changes in the concession agreements in the
port (see Chapter V). So, these activities are influenced more by pol-
icy decisions than shipping is. This is shown by the effect of INTE-
GRATED. Under this scenario, the value added will be 9.5 million
NAS. higher than under CONTINUATION and LAISSEZ-FAIRE in
2005, which will generate an additional 69 jobs and 1.2 million NAf.

net tax revenue.

The activities of shipping agents are assumed to be directly depend-
ent on activities in the port. In comparison to CONTINUATION and
LAISSEZ-FAIRE, the INTEGRATED scenario will result in 2.1 mil-
lion NAf. value added, 30 jobs and a 430 000 NA/. net backflow to
activities in the port of Willemstad.

Just as for shipping, two separate activities are considered for the dry
dock, viz. emergency repair and planned maintenance. Emergency
repair is usually carried out on ships that call at the port for loading
and unloading. It thus depends on local economic developments.
Planned maintenance is directly dependent on the world-wide eco-
nomic growth. As indicated in Chapter 111, some 80% of the turnover
is generate by planned maintenance. Hence, just as for shipping, the
results for the respective scenarios do not differ much. Value added
is expected to be less than 0.2 million NAf. higher under INTE-
GRATED than under CONTINUATION and LAISSEZ-FAIRE. Under
FRAMEWORK, just as for the other activities, the performance is
somewhat better (1.4 million NAf.). basically because of the
strengthened local economy. Furthermore, the increased labour flexi-
bility proposed in this scenario should help to ensure the sustainabil-

ity of the performance.
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Economic Impact of Policy Scenarios

Register-related  activities  de-
pend on the policy concerning
the register, If successful, it may
make a fairly substantial contri-
bution to growth in the maritime
sector.

Cruise tourism depends growth
in the cruise market, which is
expected to be considerable. It
will be even more pronounced if
a new pier s built and further
measures are taken to improve
tourism on the istand.

The free zone activities will
decrease unless ils competitive
position changes. They will he
safeguarded if’ that position is
improved.

The development of the register-related activities directly depends
on the government policy concerning the Netherlands Antilles ship’s
register. Although this is a relatively small activity, its contribution to
the growth of the maritime sector will be quite considerable if the
INTEGRATED scenario is carried through successfully. As can be
derived from Table X.1, this activity at present produces about 1% of
the maritime sector’s value added. Its contribution to value added
growth, however, will be far more than proportional. Compared to
the 1996 situation, in other words before tonnage started to decline,
the value added may be 2.3 times higher in 2005 (2.2 million NAf.).
Compared to 1997, it may even increase to 3.5 times (2.7 million
NAL).

Cruise tourism depends on growth in the Deep Caribbean cruise
market, which is expected to be considerable in the next decade.
Even without the new pier and without the improvement of the
*product Curagao’, the growth in tourist (and crew) expenditures will
represent 7.5 million NAf. In value added. 226 new jobs and a 1.7
million NAf. increase in net backflow from the sectors that directly
serving tourists. This will in itself have a strong effect on the local
economy. If the pier is built, however, 55 000 additional passengers
are expected, who represent an additional 3.0 million NAf., in value
added, 91 jobs and a 780 000 NAf. backflow per year.

The activities of the firee zone will decrease under the conditions of
the CONTINUATION scenario. As indicated in Chapter 111, its com-
petitive position will then further be threatened. This is expected to
result in a direct value added loss of 17.9 million NAf., a job loss of
about 320, and a net tax revenue loss of no less than 3.9 million NAf.
Under LAISSEZ-FAIRE, the free zone will be abolished, whereas
only a small part of the activities will be taken over by the local
wholesale sector. The free zone activities will be safeguarded when
its competitive position is strengthened. As shown in Chapter V. this
may be the case under INTEGRATED. The activities will then remain

unchanged.
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Without policy changes, the
maritime sector on Curacao will
grow by only 5% over 8 years. If
the proposed measures are im-
plemented, growth will increase
by at least 25%.

X.1.3.

Under CONTINUATION, the
growth of the maritime sector
will generate 23 million NAf. in
value added on Curagao, 420
Jobs, and a net backflow of 5.3
million NAf. If the LAISSEZ-
FAIRE is implemented, the
maritime sector will cause a
decline in the economy.

If no new policy is introduced (and the economy grows as expected),
in 2005 the value added in the maritime sector will be 154 million
NAf., employment 2 500, and of net backflow of 33 million NAS.
Compared to the present situation, this represents a growth of only
5% over 8 years. Under LAISSEZ-FAIRE, the sector will be signifi-
cantly smaller, because of the abolition of the free zone and the reg-

ister.

Under INTEGRATED, the value added will be 189 million NAY., the
number of jobs 3 000, and the backflow 40 million NAf. This repre-
sents a growth of about 25-30%, which is about 3% per year. Under
FRAMEWORK, which will further boost local economic growth, an-
other 6.1 million NAf. in value added, 73 jobs and a 1.6 million
NAS. backflow may be expected.

TOTAL ECONOMIC IMPACT OF THE MARITIME SECTOR

The total economic impact of the respective scenarios is given in Ta-
ble X.2. If the purchases of the maritime sector (the indirect impact)
and the spending of the generated labour income, profits and tax
revenues (the induced impact) are taken into account, an additional
248 million NAf. in value added will be created in 2005 under the
conditions of the CONTINUATION scenario. Including the direct
impact, the maritime sector will then generate 402 million NAf. in
value added. This is only 23 million more than is currently generated.
The major cause of this moderate performance is the expected de-
cline in free-zone activities. Employment and backflow will also in-
crease only moderately, by 420 jobs and 5.3 million NAf., respec-
tively.

Under LAISSEZ-FAIRE, if the free zone and the register are abol-
ished, the performance will be even worse. Value added, employment

and backflow will then decline by about 6.5% over 8 years.
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Table X.2 :

Economic impact of the maritime sector on the Curag¢ao economy, 2005

Value Added (000 NAf)

Employment Backflow (000NAf)

Direct Total Index  Direct Total Tnidex Direct Total Index
Current 146 780 378 836 94% 2353 6169 94% 31 636 83038  94%
Continuation (-0.3%) 133 827 350 424 87% 2232 5801 88% 28 981 77213 87%
Centinuation (1.7%) 153 760 401727 100% 2505 6590 100% 33127 88319 100%
Laissez faire (1.7%) 134 752 353 891 88% 2159 5772 88% 29033 77787 88%
Integrated (-0.1%) 169 233 436047 109% 2771 7184 109% 35 895 95371 108%
Integrated (1.8%) 189 180 486989 121% 3041 7965 121% 39 968 106318 120%
Framework (2.8%) 195 288 501 941 125% 3113 5183 124% 41123 109440 124%

Source : Policy Research Corporation N.V.

Under the INTEGRATED MA-
RITIME POLICY, the growth of
the sector is expected to gener-
ate 108 million NAf. in value
added, | 800 jobs, and a net
backflow of 23.3 million NAf.
The  implementation of a
FRAMEWORK policy, s ex-
pected to result in 123 million
NAS in value added, 2 000 jobs
and a net backflow of 26.4 mil-
lion NAJ.

Under the INTEGRATED MARITIME POLICY, the total value added
will be 487 million NAf.. This is 21% more than under CONTINUA-
TION. The generated employment will be 8 000. This implies an in-
crease by | 800 jobs, which is over four times more than growth un-
der CONTINUATION. The net backflow will turn the cape of 100
million NAf. As can be deduced from Table X.I above, the major
contributors to this significantly better performance are port-related
activities, shipping agents, cruise tourism and the free zone. The port
and agents perform better because of boosted container transhipment.
Cruise tourism performs better because of the larger number of ves-
sels attracted by the new pier. The free zone, finally, will preserve its

present size instead of declining.
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X.2. EcoNoMmIC IMPACT ON BONAIRE

X.2.1 DETERMINATION OF DIRECT ECONOMIC IMPACT
The direct impact on Bonaire is Just as for Curagao, the direct economic impact of the policy scenar-
determined by policy measures: N . : . .
—  port-related measures; ios is basically determined by policy measures and economic devel-

= promotional activities; opments,

- general economic measures.

The policy measures and their basic effects are the following:

— port-related policy: this involves measures to improve the per-
formance of the port of Kralendijk, such as port management and
cruise berthing facilities. This is, however, not expected signifi-
cantly to affect the local economy:

- promotional activities: these are expected to have a positive, al-
beit difficult to quantify, impact on the maritime sector. Never-
theless, the effect of the activities of the Bonaire Cruise Associa-
tion (BCA) has been taken into account;

— general economic measures: these are expected considerably to
strengthen the economy as a whole. As shown below, the mari-
time sector will also benefit from growth in this respect.

It is also determined by eco- The following economic developments are considered:

nomic developments:

= cruise tourism: — Growth in cruise tourism: this will depend on the developments
- local growth, in the Deep Caribbean cruisc market and the activities of the
- world wide growth. BCA:

— local economic growth: because of the ‘open’ character of the
Netherlands Antilles” economy, this will strongly depend on
world wide economic growth. However, growth in cruise tourism
also have some impact on local growth (see Table X 3);

— world wide economic growth: as indicated above, this is a major
determinant of local economic growth.

X.2.2. DIRECT ECONOMIC IMPACT PER SUBSECTOR

The direct economic impact of the respective scenarios is given in
Table X.3. In this table, the small structural component induced in the
cruise tourism growth has been taken into account. This is estimated
at about 0.05% per year under CONTINUATION and LAISSEZ-
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Table X.3 :

Direct economic impact of maritime activities on Bonaire, 2005

FAIRE, and at about 0.15% per year under INTEGRATED and

FRAMEWORK.

Scenario (growth %) Maritime 0il Cruise
services  storage  ftourism Total Index
Value added (000 NAT.)
Current 4973 22 688 337 27997 94%
Continuation (0.1%) 5083 22 688 948 28719 97%
Continuation (2.1%) 6 006 22 688 948 29 642 100%
Laissez faire (2.1%) 6 006 22688 948 29 642 100%
Integrated (0.2%) 5177 22 688 1 468 29 333 99%
Integrated (2.2%) 6100 22 688 | 468 30 256 102%
Framework (3.2%) 6561 22 688 1 468 30718 104%
Employment
Current 83 90 12 185 82%
Continuation (0.1%) 85 90 35 209 93%
Continuation (2.1%) 100 90 35 225 100%
Laissez faire (2.1%) 100 90 33 225 100%
Integrated (0.2%) 86 90 54 230 102%
Integrated (2.2%) 101 90 54 245 109%
Framework (3.2%) 109 90 54 253 113%
Backilow (000 NAT.)
Current 961 1 839 74 2874 90%
Continuation (0.1%) 982 1839 207 3029 24%
Continuation (2.1%) 1161 1 839 207 3207 100%
Laissez faire (2.1%) 1161 1 839 207 3207 100%
Integrated (0.2%) 1 000 1 839 321 3161 99%
Integrated (2.2%) 1179 1839 321 3339 104%
Framework (3.2%) 1 268 1 839 321 3428 107%

Source : Policy Research Corporation N V.

The maritime services basically

depend

growth.

on

focal

economic

The development of the maritime services, which are mainly port-

related, will basically depend on local economic growth. The higher

the level of welfare, the more goods will be imported via the port. As

© Policy Research Corporation N.V.
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Oil storage activities are ex-
pected to remain constant, irre-
spective of policy measures and
economic growth.

Cruise  tourism depends on
growth in the cruise market,
which is expected to be consid-
erable. Growth will be boosted
even moore by the efforts of the
BCA.

Withowt  policy changes, the
maritime sector on Bonaire will
grow by abowt 10% over 8 yvears
If the proposed measures are
implemented, the growth rate
will be about 15%.

indicated in Chapters 11l and IV, growth in the Bonaire economy is
expected to be limited in the coming decade. Moreover, policy meas-
ures are expected to have only a modest impact on this sector, basi-
cally as a result of the increased demand for goods imports, induced
by an increase in cruise tourism.

Oil storage activities are expected to remain constant. They are not
influenced by policy measures or local economic growth. Further-
more, as the facilities are already operating near capacity. These ac-
tivities will only increase if capacity is expanded. This, however, is
not likely.

Thanks to the BCA’s efforts to make the tourists’ stay more comfort-
able, cruise tourism is expected to grow significantly more than
without the efforts (see Chapter VI). Although the BCA has already
started, its activities, these are considered to be part of the INTE-
GRATED scenario, because they indicate a change in the attitude to-
wards cruise tourism, fitting in with the ‘spirit’ of the INTEGRATED
scenario proposed by Policy Research. Under CONTINUATION, the
increase to about 31 000 passengers in 2005 would result in a three-
fold rise in value added, employment and backflow in the serving
sectors in comparison with the present situation. The activities of the
BCA may attract another 17 000 passengers. Together with the crew,
they would generate an additional 520 000 NAf. in direct value
added, 19 jobs and a 110 000 NA/. backflow.

If no new policy is introduced and the activities of the BCA are not
considered, the value added in the maritime sector will total 29.6
million NAf. in 2005. Employment will then stand at 225 jobs , and
the net backflow will be 3.2 million NAf. Compared to the present
situation, this would mean an increase by 6% and for employment an

increase by about 21% over 8 years.

Under INTEGRATED, the value added will be 30.3 million NAf., the
number of jobs 245, and the backflow 3.3 million NAf..4 Compared

4 This may be slightly higher if the free zone attracts some additional economic
activity, Currently, one potential investor is prepared to create 66 jobs in such a
zone. 20 of which are to be filled by well-educated foreigners. The expenditure
of the additional incomes will result in a modest direct effect on value added,
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X.2.3.

Under CONTINUATION and
LAISSEZ-FAIRE, growth in the
maritime sector will generate
3.4 million NAJ. in value added
on Bonaire, 100 jobs, and a net
backflow of 0.7 million NAf.

to CONTINUATION, the impact of INTEGRATED is still significant,
but less pronounced than on Curagao. Under FRAMEWORK, an ad-
ditional 460 000 NA/. in value added may be expected.

TOTAL ECONOMIC IMPACT OF THE MARITIME SECTOR

The total economic impact of the respective scenarios is given in Ta-
ble X.4. Compared to 1997, an additional 3.4 million NAf. in value
added is created on Bonaire under CONTINUATION. As can be de-
duced from the direct impact of Table X.3, roughly two thirds of this
growth is induced by local economic growth, and one third by cruise
tourism. Employment will grow by about 100, backflow by 690 000
NAf. LAISSEZ-FAIRE will have no specific implications for Bon-

aire.

Table X.4:  Economic impact of the maritime sector on the Bonaire economy, 2005

Value Added (000 NAS) Employment Backflow (000NAf)

Direct Total Index  Direct Total Index Direct Total Index

Current 27997 51235 94% 185 1009 21% 2874 7 804 92%
Continuation (0.1%) 28719 52872 97% 209 1064 6% 3029 8143 96%
Continuation (2.1%) 29 642 54 600 100% 225 1105 100% 3207 8494 100%
Laissez faire (2.1%) 29 642 54 600 100% 225 1105 100% 3207 8494 100%
Integrated (0.2%) 29333 54 265 929% 230 1110 100% 3lel 8432 99%,
Integrated (2.2%) 30256 55993 103% 245 1151 104% 3339 8 783 103%
Framework (3.2%) 0718 56 857 104% 253 1172 106% 3428 8 958 105%

Source : Policy Research Corporation N. V.

employment and backflow of 420 millionNAf., 14 jobs and 89 millionNAS., re-
spectively.

T T EET N T TTETITI0TT

© Policy Research Corporation N.V. -237-



Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

Under  the INTEGRATED MA- Under the INTEGRATED MARITIME POLICY, the total value added
RITIME POLICY, growth in the ) o

sector is expected to generate will be 56.9 million NAf. This is 3% more than under CONTINUA-
4.8 million NAf. in value added, 2 g i : .
;4”’;{:);,:?"0“;'; :;,u:;;i;o;of TION. The generated employment will be 1 200. This implies an in-

L0 million NAJ. After the im- : ich is i h as under
plementation of the FRAME. crease by 140 jobs, which is one and a half times as much as un

WORK policy, this is expected to CONTINUATION. The net backflow will be 9.0 million NAf, which
be 3.6 million NAf., 160 jobs i .
and 1.2 million NAf., respec- is 3% more than under CONTINUATION. Under FRAMEWORK, the

tively. impact will be 4 - 6% higher than under CONTINUATION.
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X.3.

X.3.1.

The direct impact on the Wind-
ward Islands is determined by
policy measures:

—  port-related measures;

~ the construction of the

cruise pler;
~  promotional activities:
= general economic measures.

It is also determined by eco-
nomic developments:

= cruwise fourisn:

- local growth;

- waorld wide growth.

ECONOMIC IMPACT ON THE WINDWARD ISLANDS

DETERMINATION OF DIRECT ECONOMIC IMPACT

The direct economic impact of the maritime activities is basically

determined by policy measures and economic developments.

The policy measures and their basic effects are the following:

port-related policy: because of the Sint Maarten port organisa-
tion and expansion plans, sea-to-sea container transhipment is ex-
pected to growquite considerably. at least if the first phase of the
multi-purpose cargo terminal is completed as planned.

cruise pier construction: The availability of a cruise pier is as-
sumed to attract additional passengers; who would not visit the
islands if the present tendering facilities on Sint Maarten were not
replaced.

promotional activities: these are expected to have a positive, al-
beit difficult to quantify, impact on all maritime activities. Nev-
ertheless, the effect of activities aimed at improving the facilities
for cruise passengers has been taken into account;

general economic measures: these are expected considerably
strengthen the economy as a whole. As shown below. the mari-
time sector will also benefit from growth in this respect.

The following economic developments are considered:

Growth in cruise tourism: this will depend on developments in
the Eastern Caribbean cruise market, and government decisions
regarding the accommodation of passengers (see Chapter [V and
Volume IT):

local economic growth: because of the ‘open’ character of the
Netherlands Antilles’ economy, this will strongly depend on
world wide economic growth. However, growth in cruise tourism
and container transhipment also have an impact on the local
growth. It needs to be stressed that, as shown above. these two
factors will at the same time depend on the policy measures re-
garding the cruise pier and port concessions;

world wide economic growth: as indicated above, this is a major
determinant of local economic growth.

© Policy Research Corporation N.V. -239-
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X.3.2.

Maritime  services  basically
depend on local economic
growth. However, policy meas-
ures regarding tourism and
transhipment facilities are ex-
pected to have a significant
impact on this sector as well.

il storage activities are ex-
pected to remain constant, irre-
spective of policy measures and
economic growth.

DIRECT ECONOMIC IMPACT PER SUBSECTOR

The direct economic impact of the respective scenarios is given in
Table X5. First of all, it is striking that the expected local growth rate
is impressive. This is mainly induced by growth in cruise tourism,
which is an important source of income for the Windward Islands.
Even if growth in other economic activities stagnates, growth gener-
ated by cruise tourism will amount to almost one percent per year. If
growth in other activities is included, the annual growth on the
Windwards will thus stand at between 3 and 4%. Under the
FRAMEWORK-scenario, this may increase at almost 5%.

Maritime services, which mainly comprise port-related activities (see
Chapter III), basically depend on local economic growth. The higher
the level of welfare, the more goods will be imported via the port.
Furthermore, policy measures are expected to have a significant im-
pact on this sector. First, local economic growth strongly depends on
cruise tourism. As indicated above, cruise tourism may be affected
by policy decisions. Second, port-related activities partly depend on
the container transhipment, which is also subject to policy decisions.
Without new policy measures, the value added will grow by 2.6 mil-
lion NAf., employment by 43 and backflow by 510 000 NAf. INTE-
GRATED is expected to generate another 2.3 million NAf. in value
added, 43 jobs and a 450 000 NA/. backflow.

Oil storage activities on Statia are expected to remain constant. They
are not influenced by policy measures or economic growth. Further-
more, as the facilities are already operating near capacity, these ac-
tivities will only increase after extensive investments in new storage
capacity, which are not expected. Because of data limitations, the
impact is approximated by the spending effects of the employees’
wages and income tax, and the company’s corporate tax.3

5 This way of approximating is comparable to the analysis of the impact of cruise
tourism, where the expenditure of passengers and crew is considered. It implies,
however. that the 200 employees are not included in Table X5, If they were,
comparability within the tables would be disturbed. as the direct value added and
backflow generated by the oil terminal are not included either. So, for the sake of
completeness, the purchases of goods and services by the employees is estimated
to amount to 2.8 million NA/. (not given in the tables!). The government collects
corporate and income taxes from the terminal and its employees, and spends
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Table X.5 : Direct economic impact of maritime activities on the Windward Islands, 2005

Scenario (growth %) Maritime oil Cruise
services  storage  lfourism Total

Value added (000 NAf.)

Current 11326 1 869 65195 78 390
Continuation (0.9%) 12 028 1 869 95 306 109 202
Continuation (3.0%) 13 909 1 869 95 306 111 083
Laissez faire (3.0%) 13 909 1 869 95 306 111 083
Integrated (1.8%) 14 295 1 869 129 025 145 188
Integrated (3.8%) 16 176 1 869 129 025 147 069
Framework (4.8%) 17116 1 869 129 025 148 010
Employment
Current 188 50 1 539 1777
Continuation (0.9%) 200 50 2 251 2501
Continuation (3.0%) 231 50 2 251 2 532
Laissez faire (3.0%) 231 50 2251 2532
Integrated (1.8%) 237 50 3048 3335
Integrated (3.8%) 269 50 3048 3367
Framework (4.8%) 284 50 3048 3382
Backilow (000 NAT.)
Current 2233 412 14 436 17 081
Continuation (0.9%) 2 371 412 21 104 23 887
Continuation (3.0%) 2742 412 21 104 24 257
Laissez faire (3.0%) 2742 412 21104 24 257
Integrated (1.8%) 2818 412 28 570 31 800
Integrated (3.8%) 3189 412 28 570 32171
Framework (4.8%) 3374 412 28 570 32 356

Source : Policy Research Corporation N.V.

these accordingly, The expenditure of both employees income and government
directly creates 1.8 million NAJ in value added, 50 jobs and an additional back-
flow of 0.4 million NAf. This is given in Table X.5. The 200 employees are
added afterwards. and are included in Table X.6.
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Cruise  tourism depends on
growth in the cruise market,
which is expected to be consid-
erable. It may be enhanced and
made more sustainable if the
tourist facilities are improved,

Without policy changes, the
maritime sector on the Wind-
ward Islands will almost double

in importance over 8 years. If

the proposed measures are im-
plemented, it will more than
double in importance, Further-
more, the sustainability of the
economic impact will then be
hetter guaranteed.

The development of cruise tourism depends on growth in the Eastern
Caribbean cruise market, which is expected to be considerable in the
next decade (see Chapter IV). Even without policy changes, expen-
ditures will increase by 46%, and represent 95 million NAf. value
added, 2 300 jobs and a 21 million NAf. net backflow in the sectors
that directly serve tourists. This will in itself have a strong effect on
the local economy. However, this growth may not be sustainable,
because the present policy does not secure sufficient investments to
accommodate passengers. If these investments are made, another
340 000 passengers may be expected (see Chapter [V). This would
represent another 34 million NAf. in value added, 800 jobs and a 7.5
million NAf. backflow. If allocated properly, these investments may

secure the sustainability of this performance.

If no new policy is introduced, in 2005 value added in the maritime
sector will be 111 million NAf., employment 2 500, and net back-
flow 24.3 million NA f. Compared to the present situation, this would
mean an increase by 42% over 8 years, which is about 4.5% per year.
This increase would mainly be the result of the growing number of

cruise vessel calls. Its sustainability, however, is not guaranteed.

Under the INTEGRATED MARITIME POLICY scenario, the value
added will be 147 million NAf., the number of jobs 3 400, and the
backflow 32.2 million NAf. Including the workers on the Statia Oil
Terminal, the number of jobs will stand at about 3 600.6 Compared to
CONTINUATION, the impact of the INTEGRATED MARITIME
POLICY is still significant, but less pronounced than on Curagao. The
reason for this is that the impact of cruise tourism is already rela-
tively strong under CONTINUATION. Under FRAMEWORK, an ad-

ditional million NAf. in value added may be expected.

6 See Nore 3.
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The overflow of cruise tourists
and other day-trippers from Sint
Maarten could have a consider-
able spending impact on the
econonmy of Saba. A number of
200 (W) passenger visils seems to
be a reasonable estimate for
2003, with an annual direct
spending impact of 14 million
NAF

The effects on Statia are ex-
pected to be more modest bhe-
cause of the greater distance
from Sint Maarten.

X.3.3.

Under CONTINUATION —and
LAISSEZ-FAIRE, growth in the
maritime sector will generate 79
million NAf. in value added on
the Windward Islands, 1,800
Jobs, and a net backflow of 17.4
million NAf.

{/nder the INTEGRATED MA-
RITIME POLICY, growth in the
sector is expected to generale
167 million NAf. in value
added, 3770 jobs, and u net
backflow of 36.6 million NAS.
After the implementation of the
FRAMEWORK policy. this is
expected to be slightly higher, at
169 million NAf., 3820 jobs
and 37.0 million NAf., respec-
tively,

The overflow of (cruise) tourists from Sint Maarten to Saba and Sta-
tia could have a considerable impact on the economies of these is-
lands, even if only small numbers of passenger visits were involved.
In 1995, some 10 000 day-trippers visited Saba by boat (ferries) from
Sint Maarten. If constructive regional co-operation could be achieved
and a reliable and comfortable connection could be set up, this num-
ber could be increased to around 20 000 passenger visits per boat in
2005. On the basis of an average spending of 40 US$ per visitor per
day7, these numbers of passengers would have to a direct spending
effect of 8 million US$ or 14 million NAf. Considering the scale of
Saba’s economy this is a considerable amount of money. which
would also generate indirect and induced spending effects. As a re-
sult of the greater distance from Sint Maarten, the number of visitors
and the subsequent spending impact is expected to be much lower on
Statia.

TOTAL ECONOMIC IMPACT OF THE MARITIME SECTOR

The total economic impact of the respective scenarios is given in Ta-
ble X.6. Compared to 1997, value added, employment and backflow
are expected to grow by about 40% under CONTINUATION. As can
be deduced from the direct impact shown in Table X.3, this is basi-
cally induced by growth in cruise tourism. LAISSEZ-FAIRE will have

no specific implications for the Windward Islands.

Under the INTEGRATED scenario, the total value added will be 3538
million NAf. This is 32% more than under CONTINUATION. The
generated employment will be 8 300 jobs, which is 2 000 more than
under CONTINUATION. The net backflow will be 78 million NAf.
Under FRAMEWORK, the impact will be about 33% higher than un-
der CONTINUATION.

7 Source: Integrated Tourism Development Master Plan Saba (1996).
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Table X.6 : Economic impact of the maritime sector on the Windward Islands economy,

2005

Value Added (000 NAS) Employment Backflow (000 NAS)

Direct Total Index  Direct Total Index Direct Total  Index

Current 78 390 191 167 7% 1977 4494 7% 17081 41 803 T1%
Continuation (0.9%) 109 202 265 655 98% 2701 6193 98% 23 8§87 58189 98%
Continuation (3.0%) 111 083 270 514 100% 2732 6 290 100% 24 257 59210 100%
Laissez faire (3.0%) 111 083 270 514 100% 2732 6290 100% 24 257 59210 100%
Integrated (1.8%) 145 188 352914 130% 3535 3172 130% 31 800 77346 131%
Integrated (3.8%) 147 069 357773 132% 3567 8269 131% 32171 78 367 132%
Framework (4.8%) 148 010 360 202 133% 3582 8317 132% 321356 T8 878 133%

Source : Policy Research Corporation N.V.

X4.

SUMMARY AND CONCLUSION

The main results of the EIS® analysis are summarised in Table X.7.
For each scenario and the CURRENT situation, this table gives the
deviation from CONTINUATION in absolute numbers and as an in-
dex. For example, the CURRENT value added generated by the Cura-
¢ao maritime sector (378.8 million NAf., see Table X.2) is 22.3 mil-
lion NAf. lower than the 2005 value added under CONTINUATION.
In percentage terms, it is 94% of the 2005 value added, so 6% lower.

If no new policy measures are adopted, the maritime sector of the
Netherlands Antilles will grow modestly, following the local demand
for goods and services. Under the conditions of the proposed INTE-
GRATED MARITIME POLICY (IMP), however, growth will be more
pronounced. The basic reason is that this policy will better enable the
maritime sector to attract ‘autonomous’ activities, which do not de-
pend on local demand. Examples are cruise tourism and sea-to-sea

container transhipment.
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Table X.7 : Comparison of the policy scenarios with the continuation of the present policy,
2005
Curagao Bonaire Windward Netherlands
Islands Antilles
Difference  Index Difference Index  Difference  Index Difference Index

Current
Value added (000 NAf.) 22892 %% 23364 91% -79347 1% S105603  85%
Employment -421 -96 -1796 -2312
Backflow (000 NAf.) -5281 -690 -17407 2233717
Continuation
Value added (000 NAf.) 0 100% 0 100% 0 100% 0 100%
Employment 0 0 0 0
Backflow (000 NAf.) 0 0 0 0
Laissez-faire
Value added (000 NAf.) 47837 88% 0 100% 100% -47837  93%
Employment -818 0 -818
Backflow (000 NAf.) -10 531 0 -10 531
Integrated
Value added (000 NAf.) 85262 121% 1393 104% 87259  132% 173913 124%
Employment 1375 46 1979 3 400
Backflow (000 NAF.) 17999 289 19157 37445
Framework
Value added (000 NAf.) 100214 125% 2258 106% 89689  133% 192160  126%
Employment 1593 67 2027 3687
Backflow (000 NAf.) 21121 464 19 668 41253

Source : Policy Research Corporation N. V.
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Without new policy measures,
there will be modest growth,
induced by the maritime sector,
If the proposed measures are
implemented, however, growth
is expected to be more pro-
nounced,

In 2005, and compared to the
CONTINUATION of the present
policy,

— the effect on the national
income will broadly be be-
tween 150 - 2000 million
NAf..

- a 33500 - 4000 additional
Jjobs will be created;

- povernment  revenue  will
increase by about 35 - 40
million NAf.

Via the purchases of the maritime sector and the expenditure of the
generated income, this will have a considerable effect on the Nether-
lands Antilles’ economy in the INTEGRATED MARITIME POLICY
scenario. Compared to the CONTINUATION of the present policy,
the total increase would amount to 174 million NAf. and 3 400 jobs
on all five islands together. The increase in the government budget
would be 37 million NAf. If the IMP was embedded in the proposed
FRAMEWORK policy, the effects would be about 10%more pro-
nounced. They would then be expected to amount to 192 million
NAf.,3 700 jobs and 41 million NAf.

The FRAMEWORK policy is thus the most beneficial alternative with
respect to the Netherlands Antilles” maritime sector. In this policy,
the INTEGRATED MARITIME POLICY measures specifically aimed
at the maritime sector, are embedded in a proper macro-economic
policy (see Chapter V.5). This FRAMEWORK policy then provides
the conditions under which the maritime sector to operate.
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XI.

XL1.

There is a need for restructuring
the Netherlands Antillean econ-
omy, in which the maritime
sector plays an important role.

XLII.

The maritime sector of the Neth-
erlands Antilles accounts for a
total in value added of 621 mil-
lion NAf Nearly 11700 johs
depend on it. Moreover, the
maritime  sector generates a
total backflow to government of
132 million NAf.

CONCLUSIONS AND RECOMMENDATIONS

CONCLUSIONS

The macro-economic analysis of Chapter II shows that the economy
of the Netherlands Antilles, and especially Curagao’s, is in need of a
restructuring and stimulation programme on the basis of an “Inspiring
Plan’. A first conclusion of the Economic Impact Study (EIS®) for
the Maritime Sector of the Netherlands Antilles is that the maritime
sector is very important, both in terms of its strategic position within
the islands’ economies, and in terms of its economic significance (see
Chapter IIl). The current economic significance of the maritime

sector is summarised in Table XI.1.

CURRENT ECONOMIC SIGNIFICANCE

The fundamental importance of the maritime sector for the Antillean
economy is obvious, from the results in Table XI.I The maritime
sector of the Netherlands Antilles accounts for a total value added of
621 million Naf, nearly 11 700 jobs depend on it. On Curagao, 1%
of total employment is related to the maritime sector. For the other
islands this figure is even higher: 17% for Bonaire, and 19% for the
Windward islands. The maritime sector generates a total backflow of

over 132 million NAf. to all levels of government.

© Policy Research Corporation N.V.
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Qualitatively the maritime sec-
tor is even more important. the
istand economies of the Nether-
lands Antilles depend on the
maritime sector for the supply of
production  factors and con-
sumer goods. Moreover, the
maritime sector has strong links
with other sectors in the econ-
omy.

It needs to be emphasised that qualitatively the maritime sector is
even more important: island economies such as the Netherlands An-
tilles depend largely, if not exclusively, on the maritime sector for
the provision (and export) of raw materials, semi-manufactured arti-
cles, capital goods and consumer goods. Moreover, as is shown in
this report, the maritime sector has strong links with other
(sub)sectors, such as free zone trading activities and cruise tourism.
Because of the strong links with the rest of the economy, an inte-
grated approach was chosen for the study of the maritime sector and

its potential.

Table XI.1 : Current significance of the maritime sector of the Netherlands Antilles, 1997.

Value added (000 NAY.)

Curagao
Bonaire
Windwards
Total

Employment

Curacao
Bonaire
Windwards
Total

direct  indirect induced total % GDP
146 779 451236 186 822 378837 +£12%
27 998 2624 20614 51236 *£19%
78 391 27122 85654 191167 +25%

253 168 74 982 293090 621240

direct  indirect  induced total % empl.
2353 570 3247 6170 =11%

185 81 744 1010 +17%
1977 402 2114 4493 +19%
4515 1053 6 105 11673

Backflow (000 NAf.)

Curagao
Bonaire
Windwards
Total

direct indirect induced total
31636 9 964 41 438 83 038
2874 418 4512 7 804

17 081 5832 18 891 41 804

51591 16214 64 841 132 646

Source : Policy Research Corporation N.V.
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XL1.2.

The maritime sector's economic

significance may be further

improved by new policy meas-

ures. To this end, five scenarios

were considered by Policy Re-

search:

I. CONTINUATION of the
present policy:

2. LAISSEZ-FAIRE policy;

3 REGISTER PLUS policy:

4. INTEGRATED maritime po-
licy;

5. FRAMEWORK policy.

The following package is rec-

ommended:

- a FRAMEWORK POLICY
with MARITIME FOCUS;

- including an INTEGRATED
MARITIME POLICY:

- and a REGISTER PLUS
approach.

These recommendations  build
on an extended [nput-Output
analysis, the results of which are
summarised in Table X1.2.

POLICY SCENARIOS

Moreover, an in-depth analysis of the maritime sector has shown that
there is potential for greater economic significance. [n Chapters V to
IX, alternative sets of policy measures are introduced and discussed
in a qualitative manner. In Chapter X, the impact of the most impor-
tant measures was quantified in the EIS® analysis. In brief, the fol-

lowing policy scenarios were considered for each of the five islands:
1. the CONTINUATION of the present maritime policy:

2. the introduction of a LAISSEZ-FAIRE policy, which would imply
that no specific measures were taken (or continued) to support the
maritime sector;

3. the introduction of a REGISTER PLUS strategy, with more atten-
tion for the image of the register of the Netherlands Antilles in
terms of the level of service and the quality of the ships in the
register;

4. the introduction of an INTEGRATED MARITIME POLICY, aimed
at developing shipping itself and its related activities in the (ports
of the) Netherlands Antilles:

5. the introduction of a FRAMEWORK POLICY with MARITIME
FOCUS, combining the integrated maritime policy with an im-
proved general economic policy.

In principle, the measures recommended by Policy Research are in-
cluded in the FRAMEWORK POLICY with MARITIME FOCUS sce-
nario. This implies the introduction of an INTEGRATED MARITIME
POLICY, including a REGISTER PLUS approach, in combination
with an improved GENERAL ECONOMIC POLICY. For a detailed
description of these scenarios and the included policy recommenda-

tions, the reader is referred to Chapters V1o IX.

By means of Input-Output analysis, the effects of the considered
policy scenarios on the economic significance of the maritime sector
were modelled and estimated. To this end, three separate Input-
Output models were used, for Curagao, Bonaire and the Windward
islands respectively. The results of the analysis were presented in

detail in Chapter X, and summarised in Table XI1.2.

© Policy Research Corporation N.V.
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As shown in this table, the
FRAMEWORK ~ scenario  will
generale a sirong increase in
economic  activity. Moreover,
this increase is considered sus-
tainable,

Table XI.2 :

If the FRAMEWORK POLICY with MARITIME FOCUS is imple-

mented the following objective may realistically be achieved :

the expansion of sustainable economic activity in the maritime

sector, in the form of additional value added and employment

on the five islands of the Netherlands Antilles.

Comparison of the policy scenarios with the continuation of the present policy,

2005.
Curagao Bonaire Windward Netherlands
Islands Antilles

Difference Index  Difference  Index Difference  Index Difference  Index
Current
Value added (000 NAf.) 22892 94% 3364 91% =79 347 % -105603  85%
Employment 421 96 -1 796 2312
Backflow (000 NAf.) -5 1281 -690 -17 407 -23377
Continuation
Value added (000 NAJ.) 0 100% 0 100% 100% 0 100%
Employment 0 ] 0
Backflow (000 NAf.) 0 0 0
Laissez-faire
Value added (000 NAf.) 47837 88% 0 100% 0 100% 47837 93%
Employment -818 0 -818
Backflow (000 NAf.) -10 531 0 -10 531
Integrated
Value added (000 NAf.) 85262 121% 1393 104% 87259 132% 173913 124%
Employment 1375 46 1979 3400
Backflow (000 NAf.) 17 999 289 19157 37445
Framework
Value added (000 NAf.) 100214 125% 2258 106% 89689  133% 192160 126%
Employment 1593 67 2027 3687
Backflow (000 NAf.) 21121 464 19 668 41253

Source : Policy Research Corporation N.V.
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In general, u FRAMEWORK
policy is

- incentive-driven;

= transparent;

= cluster-oriented;

- stabilitv-enforcing.

Compared to CONTINUATION,
the FRAMEWORK scenario may
generate an additional 192 mil-
fion NAf. in value added, 3 600
Jjobs, and a 41 million NAF.
backflow to the government.

XI1.3.

The FRAMEWORK POLICY is characterised by being:

— incentive-driven: the government should not step into the shoes of
the entrepreneur because it does not possess the necessary market
information;

— transparent: a FRAMEWORK POLICY consists of clear and
straightforward measures. As a result there is no room for
‘perverse’ strategies of individual companies aimed at obtaining
exceptional or special government support;

— cluster-oriented: a FRAMEWORK POLICY is often aimed at a
cluster of activities. The maritime sector in the braod sense used
in the A-EIS project is such a cluster. All activities will directly
and indirectly benefit:

— stability-enforcing: it is important to build a long-term
‘partnership’ between the government and the maritime sector in
order to solve its problems. The FRAMEWORK POLICY repre-
sents a long-term vision and commitment, providing the sector
with a competitive and stable business environment.

Moreover, a FRAMEWORK POLICY is based on the principles of
subsidiarity and limited government intervention. Consequently,
these effects are expected to be sustainable and can be accomplished

with relatively limited (financial) efforts.

In comparison with the CONTINUATION of the present policy, in the
period until 2005 the FRAMEWORK POLICY with MARITIME FO-
CUS will generate an increase in a value added of nearly 200 mil-
lion NAf., which is the contribution to the country’s Gross Domestic
Product. Moreover, the FRAMEWORK POLICY is expected to create
more than 3 600 additional jobs throughout the Antillean economy.
Finally, the backflow to the government will increase by more than
40 million NAf. each year as a result of the introduction of the
FRAMEWORK POLICY.

GENERAL CONCLUSIONS

Clearly, the most favourable effects on the development of the mari-
time sector are expected from the implementation of an INTE-
GRATED MARITIME POLICY, preferably supported by an improved
general economic policy. The introduction of a FRAMEWORK POL-
ICY with MARITIME FOCUS is therefore strongly recommended by
Policy Research for all islands of the Netherlands Antilles.
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The recommended policy should
be  incorporated imto  an
‘Inspiring Plan’ for the econ-
omy of the Netherlands Antilles.
This is the responsibility of the
national and the Island Gov-
ernments.

A similar approach is recom-
mended for some other key sec-
tors.

XI1.2.

The  recommendations  are
eluborated in a series of
‘implementation matrices’ for

— the national government;

—~  the Island Governments;

= the Dutch and Kingdom
governments.

Such a matrix contains a de-
tatled plan for implementation,
including allocation of

= priorities;

— responsibilities.

Moreover, the recommendations for the maritime sector should be
incorporated into the overall “Inspiring Plan’ for the restructuring
and stimulation of the economy of the Netherlands Antilles. It is the
responsibility of the central government and the respective Island
Governments to develop this plan, preferably in close consultation
with the private sector, the Dutch government and international or-
ganisations such as the International Monetary Fund (IMF) and the

Inter-American Development Bank (IDB).

As indicated, this study has resulted in concrete recommendations for
the maritime sector. In order to follow up the more general recom-
mendations of the IDB report (1997), a similar approach recom-
mended for other sectors, such as the financial offshore sector, tour-

ism, telecommunications, manufacturing, and fishery.

POLICY RECOMMENDATIONS: IMPLEMENTATION MATRICES

In this section, the concrete policy recommendations are presented in
a series of implementation matrices. As indicated, for a detailed dis-
cussion of the recommendations and the underlying considerations,

the reader is referred to Chapters V1o IX.

An implementation matrix does not merely contain policy recom-
mendations, but a concrete plan for their implementation as well. As
such, the implementation matrix identifies the responsible level(s) of
government and provides an overview of the concrete actions re-
quired. Moreover, the implementation matrix shows the order in
which the proposed measures be implemented. Finally, the matrices
contain ‘Milestones’, which reflect recommendations with respect to

the timing of the implementation phase.

In order to facilitate and support the decision-making process fol-
lowing the A-EIS project, implementation matrices are drawn up for:
— the national government of the Netherlands Antilles;

— the respective Island Governments of Curagao, Bonaire, Sint
Maarten, Statia and Saba;
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The implementation matrix for
the national level 1s given in
Table X1.3.

XIL.2.1.1.

At national level the institution-
alisation of the IDB Task Force
for BCC) as a central govern-
ment body for the implementa-
tion of economic policy should
be given top priority.

— the government of the Netherlands and the Kingdom of the Neth-
erlands as a whole.

In the following sections these implementation maltrices are pre-
sented. The most important recommendations arve discussed in

greater detail in the accompanying fext.

XI.2.1. NATIONAL GOVERNMENT

Table X1.3 presents the implementation matrix at the level of the na-

tional government of the Netherlands Antilles.
Government structure

Top priority should be given to adjusting government structure, by
means of the institutionalisation of the ‘Beleidscodrdinatie-
commissie’ (BCC) or IDB Task Force as a central government body
for the implementation of economic policy. The BCC should be re-
sponsible for the co-ordination of economic policy in the Netherlands
Antilles. This implies that the BCC should not just be responsible for
the maritime sector, but should also monitor and stimulate the devel-
opment of other sectors. One of the other principal tasks of the BCC
is to reduce and bypass bureaucratic obstacles or ‘red tape’. The al-
ready existing BCC should remain a part of the Ministry of Eco-
nomic Affairs, but co-ordinate the policies of all other Ministries and
governmental organisations such as the National Bank. Moreover, the
BCC should be the link between the national and Island Governments
with respect to economic policy. The proposed government structure

is presented in Figure XI.1.
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Figure XI.1: Government structure

Board of
International
Experts

Advisory boards

Advisory boards

Advisory boards

BC Curagao

Curagao

BC Bonaire
Bonaire

Windwards

: Economische !
: Raad :

Source : Policy Research Corporation N.V.

The BCC is to:

— co-ordinate economic policy
at ministerial and govern-
mental levels;

~ executes the recommenda-
tions of the A-EIS study;

= be part of the Department of
Economic Affairs:

- consist of one or two offi-
cials, supported by an advi-
sory board and a group of
civil servants,

More details are given in Figure
XL

One or two high-calibre officials of the Department of Economic Af-
fairs should be the pivotal figures in the BBC. They should be sup-

ported by an interdepartmental group of civil servants of the Services

Jor Economic Affairs of all five islands. The Island governments

should also be supported by sector-related Advisory Boards made up
by Antillean and international experts. These specialised Advisory
Boards are to provide the Island Governments with indispensable
sector-specific expertise. In addition to these ‘local’ Advisory
Boards, Boards of International Experts can provide the credibility
and countervailing power which is sometimes necessary to withstand

pressures from powerful private parties.

In line with the IDB track for the restructuring and stimulation of the
economy of the Netherlands Antilles, the BCC should be responsible
for monitoring and co-ordinating the implementation of the recom-
mendations of the A-EIS study.
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XI.2.1.2.

Further points of attention for
the national level are:
— the implementation of the

IDB recommendations;

XIL.2.1.3.

the attraction of foreign
investment by promotional
activities, the reduction of
bureaucracy, and fiscal
measures;

XI.2.1.4.

the establishment of a ship's
register  characterised by
high quality standards, in-
dependence of the Dutch
register, high service levels
and active promotion.

General economic policy

As was mentioned before, solid economic development will support
growth in the maritime sector. The government of the Netherlands
Antilles is therefore urged to continue and speed up the implementa-
tion of the general recommendations of the Inter-American Devel-

opment Bank.

Attraction of foreign investment

In order to revive the Antillean economy, the attraction of foreign
investment is essential. To this end, a streamlined promotional or-
ganisation should be established at national level. Moreover, foreign
investors in any sector should be attracted by the introduction of a
new taxation system, the simplification of investment procedures
(reduction of ‘red tape’), the granting of tax holidays, and subsidies
related to training and education for local employees. The govern-
ment practice of providing investment guarantees to (foreign) inves-
tors should be discontinued.

Registration of ships

Although the economic significance of the ship’s register and the
related offshore sector is rather limited, the issue is high on the po-
litical agenda. In order further to develop this subsector, the ship’s
register should be reorganised into a service-oriented one-window
operation. The Shipping Inspectorate of the Netherlands Antilles
(SINA) is not expected to be willing and able to become the operator
of the register. The maritime financial offshore sector should there-
fore consider taking the initiative of jointly operating the one-
window register. In principle. the register should aim for the higher
end of the market and attempt to attract as much tonnage as possible,
provided international safety and environmental standards are met.
The register should be operated completely independently from the
Dutch register. For purposes of marketing, the Netherlands Antilles
should use a separate flag, underlining the independent position
within the Dutch Kingdom. The improved register should be actively
promoted.

© Policy Research Corporation N.V.
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Table X1.3 : Implementation matrix for the national government of the Netherlands Antilles

Recommendations

Action(s) required

Formulation of Inspiring Plan

4 Attract foreign investment

5 Introduce cluster-specific measures (service)

C

d

!
id

I Institutionalise economic policy Institutionalisation of the BCC (IDB Task Force)
b Installation of sector-specific Advisory Boards
c I“-;__ ion of IDB rec dations
d Performance of sector studies for tourism, fishery, air transport
2 Monitor progress of implementation a Follow-up calendar ul‘agrccmt.nls and priorities: every 3 months
Improvement of General Ec ic Policy
I Improve povernment structure ‘a  Execution of the Reinventing Government Process
o ‘b Reduction of red tape
¢ Privatisation of public companies
i Regulate liberalised markets
'd Delegation of decision-making to island govemment
2 Spur economic growth ‘a Stimulation of the ¥, with focus on service sectors
o b Introduction of New Fiscal Framework
ic |Liberalisation of the capital market
| I| :Rcmn\-'c credit ceiling for investment
i Introduce foreign competition on local market
jd Inlrnductmn of new labour market legislation
i 'Reduce minimum wage level
i Facilitate flexible deployment of labour
3 Provide beneficial boundaries ‘@ Underlining the importance of training and education

i Provide funding for training projects
Ii [Use training as a subsidy measure to attract umstmcnl
‘Introduction of measures to reverse brain drain

i |Provide reasonable housing

i ?z\ctivc])' approach Antillean expatriates
Stimulation of tripartite co-operation

i Institutionalise the 'Akuerdo di Amandelweg'

Modernisation of the legal framework

i Modemise labour market legislation: flexibiltiy, minimum
i Modemise customs Ieglslalloh B

~ Reduction of red tape and other obstacles to investment

i [Simplify/speed up procedure for work and residence pmmts
Jii|Simplify and speed up procedure to grant tax holidays

i | Allow employment of spouses of foreign employees

’Indhccmc_:?l of changes in (service) attitude (service awareness)

'1' ‘Start up training and education projects in all sectors
Simpllfcanon and increase of favourable tax treatment

i Grant tax holidays on a simple, institutionalised and uniform basis
i Slmpllfy procedures for establishment in free zones and E zone

Institutionalisation of training as a subsidy to attract in

‘Performance studies: financial offshore, (cruise) tourism, fishery, air lr'dnspnrt

I<1nanc1a1 offshore

||..Ibel‘£l|.t5f: telecommunications market
i |Introduce New Fiscal Framework
(Cru:sc) tourism

i Improve the attitude towards providing service through training prugramm
i Suppon small-scale (local) initiatives: no » guarantees, but training subsidies|
jii Build additional attractions and facilities, i improve quality hotels

‘iv Increase promotional efforts, emphasise diversity of the islands

|Reconsider 1 :iiunopn]y KLM

I‘ishcry

\Integrate promotional efforts: maritime sector, tourism and retail sector

|Intem1f} regional co-operation: Southemn Caribbean Group, ACS
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Department of Economic Affairs

Table X1.3
Details in

Responsibility Priority Milestones Chapter
Minister of Economic Affairs top Sept. 1998 V4
Island governments top Sept. 1998 V4
BCC (IDB Task Force) ) . high 1998 V.5
BCC (1DB Task Force) high 1998 / 1999 V.3
BCC (IDB Task Foree) / external consultant top - -
BCC (IDB Task Force) ) top 1998 /1999 V.5
All government levels (external consultant) high ! V.5
Island g,ovcrnmcnfs moderate July 1999 V.5
Island governments i moderate V.5
Central government - high Vs
All government levels i top V.5
Minister of Finance (external consultant) high July 1999 VATAR
Minister of Finance / Bank N.A. high July 1999 Vs
Bank N.A. - high ! Vs
Minister of Finance o moderate V.5
Department of Labour / CBJAZ high Dec. 1998 V.5
Department of Labour / CBJIAZ o moderate A
Department of Labour / CBJAZ high V.5
Department of Labour / CBJAZ | top B V.5
Min. of Education / Min. of Economic Af¥airs ~high V.5
National promational organisation [ Task Force high ! NS
All government levels - high Y V.5
BCC (IDB Task Force) - ‘moderate V.5
Centrum Voorlichting Antillianen / Arbeids Advies Dienst high V.5
Government & social banners ) top 1998 V.3
Government & social partners T top L
CBIAZ (Netherlands) o " high | V5
Department of Labour / CBIAZ - high [ vaivs
Department of Finance / CBIAZ B { moderate ' V4/V.5
All govemment levels o high Dec. 1998 V.5
Department of Labour / CBJAZ ) high - V.5
Department of Finance / Island government ~ high V.5
Department of Labour maoderate ) V3
Department of Education high V.5
Department / Island services of Education / Task Force high - 1 V.5
Department of Finance / Island government - high Dec. 1998 V.5
Department of Finance / Island government 1 high B V.5
Curinde / Island govemnment Curagao moderate V.5
All govemment levels o high _ VA4IVS
BCC (IDB Task Force) (external consultant) high 1998 /1999 V.5
BCC (IDB Task Force) ' B il - ) -
BCC (IDB Task Force) / island services moderate B V.5
Department of Finance N moderate V.5
BCC (IDB Task Force) / Tourism associations - -
All government levels B high V5
Island governments N moderate V.5
Island governments - | high Dee. 1999 A
Island governments / tourism boards ~ high ' ) | V.5
BCC (IDB Task Force) / island governments B high o V.5
National government. Task Force o moderate - V.5
Island governments ' high — Sept. 1998 V.5

© Policy Research Corporation N.V.
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Formulation of Maritime Policy

| Stimulate registration of ships

2 Modemise legislation

4 'Cio-ordinale Defense and Coast Guard efforts
5 Improve government structure

a

vii I"mmote manllme pro i

Inslllullonullqalmn of choice for 'high quality’ rcg:ater
'Introduction of a a separate Antillean flag

Upgmdmg of service: one-window approach, operated by sector
Shift towards more active promotion: travelling representative, ete,
:!\pph(.auon of international agreements on safety & mannmg
Introduction of modem safety and environmental legislation
‘Application for separate IMO membe:slup

Intensification of network of bilateral tax agreements

_-lnlroduc on org,amsanonal structure for Port State Control and Coast Guard
Organisation of demand-driven projects: flexible and phased approach

:i Centralise training on Curagao, decentralised projects on local demand
:ii I(}fgamse short courses. both for seafarers and slmre_h._ahcd pgs_(mncl
i Provide scholarships and grants (if necessary)

iv  Use available teaching staff and infrastructure

:v 'Introduce train-the-trainers pm[,rammt. in the longer run

vi Use murung as subsidy measure to attract {manllme) 1nveslmenl
and career opportuni

‘Stimulation of gromh to regional function in Ionger un

i Provide scholarships and grants for for mtcmmional studenls

ii Provide cheap housing

il ;Pmmotc projects throughout region, e.g. Association of ¢ Cnr{bbem_-s_-latcs

Institutionalisation of the BCC (IDB Task Force)
TInstallation of Maritime Advisory Boards
li Appoml island representatives in y Maritime Ad\«'mory Board
i Appoint international maritime experts
arity pnnmplt.

1

6 Monitor progress of implementation

App]lcalmn of sub
[Follow- up calendar of agreements and priorities: every 3
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BCC (IDB Task Force) / CBIAZ
BCC (IDB Task Force) / CBIAZ
Maritime Financial Offshore sector
Maritime Financial Offshore sector
BCC / CBJAZ / SINA

BCC / CBIAZ / SINA

Department of Economic Alfairs
Department of Finance / VOB
BCC (IDB Task Force) B
Department / Island services of Education
Department / Island services of Education

Department / Island services of Education
Department / Island services of Education
Department / Island services of Education
Department / Island services of Education
BCC / promotional organisation
Island government of Curagao
Department / Island services of Education
Department / Island services of Education

Department / [sland services of Education
BCC (IDB Task Force)
Department of Economic Affairs
Island governments o
Island govun;nmcnts

BCC (IDB Task Foree)

All government levels

BCC (IDB Task Foree) / external consul

BCC (IDB Task Force) / Island Service of Education

I)eparlmcm-.;’ Island services of Ed-u_catiun

high | Sept. 1998 V.3
) high - V.3
- high " Sept. 1998 V3
high Sept. 1998 V.3
“high [ ' V.4

high P | V3Iv4

high ) V3/IV4

moderate | V3/va
moderate V.5

moderate - I v4

moderate - V4
moderate - VA
moderate i V.4
low ] V.4

high ) ' Va4
moderate 3 Vi
3 moderate | ) VK ]
moderate ) - V4
moderate I i T w4
moderate Va4

moderate | i V4
moderate - Vi
B top  Sept 1998 V4
top © Sept. 1998 Va4
Lop I . -
top -
high V.4
lhp | -

© Policy Research Corporation N.V.
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X1.2.2.

The implementation matrix for
Curagao is given in Table X1.4.

There are two basic priorities
Sor the island.

XI.2.2.1

The first priority concerns port
organisation. Willemstad should
be operated as a ‘landlord port’
rather than as a 'tool port .,

This is to be achieved by a revi-
sion of the concession between
the CPA and the CPS, which is
due in 2001 and should enter
the agenda in 1998, The revised
concession  should  encourage
the CPS to attract more sea-to-
seq container transhipment.

ISLAND TERRITORY OF CURACAO

Table X1.4 shows the implementation matrix for the Island Govern-
ment of Curagao. The foremost tracks of maritime policy for Curagao

should concern port organisation and cruise tourism.
Port organisation and container transhipment

Contrary to the present situation, the port of Willemstad should be
operated as a ‘landlord port’. To realise a landlord port model, the
existing concession agreements between the public Curagao Ports
Authority (CPA) and private stevedoring company Curagao Port
Services (CPS) should be revised.

In order to provide the CPS sharcholders with more incentives to
pursue a pro-active and ‘state of the art’ transhipment marketing
strategy, the revision should aim to increase the share of fixed com-
ponents in the stevedore’s cost structure. Higher fixed costs will in-
duce the CPS to achieve economies of scale by increasing the num-
ber of containers handled. As the growth potential for local cargoes is
limited, the stevedore will have to realise the scale increase by means
of attracting sea-to-sea transhipment. In turn, the larger the scale of
the container operation, the higher the chances for the port of Wil-
lemstad to attain the status of ‘subregional hub’, which is of funda-
mental importance from a macro-economic point of view. The ex-
cellent organisation of the container terminal, its high productivity by
regional standards, and the favourable perception by international
shipping lines are important assets with regard to achieving this
status.

Failure to achieve sub-regional hub status is expected to result in the
loss of most direct calls by international shipping lines. As a result,
the Curagao economy would not benefit from the world wide de-
crease in shipping rates induced by new systems of multi-layered
feedering. Moreover, the loss of direct calls could even lead to an
absolute increase in freight rates, causing inflation and a deterioration

of the competitive position of the island. Trade sectors, and espe-
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XI.2.2.2.

i The second priority concerns
cruise tourism. This does not

only involve the construction of

i the megacruise pier and the
| lowering of harbour tariffs.

It also involves:

— developing  more  tourist
attractions,

— improving the attitude to-
wards fourists;

~ intensifying the co-operation
with the CTDB, the SCG
and the cruise lines.

cially the free zone in the port of Willemstad, would suffer most
hardest from such a development.

A first opportunity to revise the agreements will present itself in July
2001. It is recommended that an early start should be made on prepa-

rations and negotiations.
Cruise tourism

Another top priority for Curagao is the continued development of
cruise tourism. The importance of developing cruise tourism has al-
ready been recognised by the CPA and the Island Government, as
proved by the recent decision to build a megacruise pier and the in-

troduction of attractive harbour tariffs for cruise vessels.

In addition, the Island Government should aim to improve the
‘product Curagao’ by providing additional attractions. Another im-
portant aspect is changing the pervasive negative attitude towards
providing services to tourists, through elaborate of training and edu-
cation programmes. Moreover, co-operation is essential if Curagao is
to become a preferred cruise destination in the Deep Caribbean. Fur-
ther co-operation, both at island level, between the CPA and the
Curagao Tourism Development Bureau (CTDB)!, and internation-
ally, e.g. in the Southern Caribbean Group (SCG) is a must. In gen-
eral, all investments with regard to cruise tourism should be made in
close consultation with the cruise lines and their umbrella organisa-

tions.

I Already institutionalised in the Curagao Cruise Action Group.
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Table X1.4 : Implementation matrix for the Island of Curacao

Recommendations

Action(s) required

Facilitation of General Economic Growth

| Improve port organisation

2 Promote inter-island shipping

3 Stimulate cruise tourism

4 /Monitor progress of implementation

_5 ‘Introduction of a landlord port model

b 'Revision of the concession agreement
i Negotmle new agreements
lii Formulate criteria with respect to minimum pcrfonnancn_ standards
i \ngn agreement on new concession and perlorm.moe standards
iv Impl t new agr ts in 2001
a Inw:sug,auen al'pmmblilllc'i for shnppmg b-cTW!:en Wmdwazds (feasibility stud
IJ _Stlmui:mnn of international co-operation
i Intensify participation in Association of Caribbean Slales
‘a Construction of mega cruise pier
|h ?tlmulalmn of (international) Lo-operanon
i Intensify Southem Caribbean Group
i Imensnl‘y oo-npcrauon at island level: CTDB, CPA and Punda relanl sector
¢ |Continuation of competitive port tariff structure for cruise vessels
Id 'I"rovls:un ofcompclmvc bunkering services
i "Discontinue monopoly of Curoil
i Co-operation CPA and providers of bunkers: tariff package
L IPromotwn of Curagao as cruise-destination
i [Promote strengths more actively: cultural diversity etc.
' Exploration of the possibilities of (limited) home porting
.i |Perform market and feasbility study
i Aclwi.]y appm-:-:ch candidate cruise lines in co-ordinated effort
g Impmvemem of the product Curagao
i .i Increase the number of attractions and facilities (¢.g. restaurants)
::'i "iupp()ri small-scale (local) mltlat:vn no guarantees, but training subsidies
il Train peﬁonnei in tourist sector and taxi drivers

“a Tollow-up (.alcndcr of agreements and pnormeq every 3 months

Stimulation of the Maritime Cluster

1 Stimulate container lranship}nel:t

2 Support ship repair

3 Stimulate bunkering activities

4 Stimulate free zone development

5'Stimulate yachting and related actvities

2 Inducement of a pro-active T.ﬁmbhlpl'l'!l.nl strategy CPS

i |Rev1smn of the CPS-CPA concession agreement

'il 'Facilitate flexible deployment of |dh0ul‘ ( change legislation and CAQ)
b Stlmulalmn of co- opzfa_lmn between CPA, [“I’S and local shipping agents
- linlcnslt)' M..I.I‘kLlII'lE, Action Group

| Revive Curacutl .‘shlppmg Association

cilitation of flexible use of labour

-i Cl Imnbc labour market legislation
a {Introduction of competition in bunker market: discontinue monopoly
b _l"acnlntauon of bunkering in the port of Willemstad

Offer additional bunker points: CPS, cruise pier, bunker barge
‘Continue to offer attractive package of port taritls
"Offer wide range of bunker and white oil products (lubricants)
‘iv Consider opening tank cleaning facility at Bullen Bay
a  Improvement of competitive position 1 free zone
. |i [Revise the CPS-CPA concession agreement: lower tariffs
i Increase promotional activities
i Modemise customs legislation
a  Construction of marina infrastructure and other mooring facilities
: _i [Perform market and feasibility study
i Provide investment support to private initiatives: tax holidays, training, ...
b Investments in ship repair facilities (at Spanish Water)
| |Perform market and feasil ility study
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Table X1.4
Details in

Responsibility Priority Milestones Chapter
Island government / CPA lop 1998-2001 IV/V4
BCC (IDB Task Foree) / Island gov. / CPA op 1998-2001 IV/iVa4
Island government (CPA) / CPS top 1999 IV/vVa
CPA / external consultant top Dec. 1998 w/iva
CPA/CPS Lop 1998-2001 IV/IV.4
CPA/CPS top 1998-2001 V/ivd
BCC / Co-ordinator Maritime Affairs Windwards moderate - Vil4
BCC (IDB Task Force) (co-ordination) moderate o V.5
BCC (IDB Task Force) moderate V.5
Island government / CPA high March 1999 IV/iva
BCC (IDB Task Foree) high - V4
CPA/CTDB/ BCC (IDB Task Farce) high Sept. 1998 IV/iv4
CPA /CTDB / Punda retail sector moderate V.5
CPA high V4
CPA - V.4
BCC (IDB Task Foree) moderate V4
CPA / CUROIL / third party high V.4
CPA/CTDB high Sept, 1998 V.5
CPA/CTDB high V.S
CPA/CTDB i high V.5
CPA/CTDB high V.5
CPA/CTDB - high I V.5
BCC (IDB Task Force) (co-ordination) high Vi
Island gov. / CTDB / Chamber of Commerce / VBC high V.5
Island government o high V.5
CTDB (cruise lines) high V.5
BCC (IDB Task Force) / external consultant top -
BCC (IDB Task Force) (co-ordination) top 1998-2001 V.4
Island government (CPA) / CPS top 1998-2001 V4
Department of Labour / social partners top Dec. 1998 V.4
CPA i high I V.4
CPA / CPS / shipping agents top Sept. 1998 V4
Shipping agents moderate / high o V4
Department of Labour / social partners top Dec. 1998 V.5
Department of Labour / CBIAZ top T V.5
Island government / BCC (IDB Task Foree) moderate Va4
CPA high March 1999 va
CPA / CPS / Curoil high V4
CPA high V4
CPA / Curoil / other providers high V.4
CPA moderate V.4
Curinde / BCC (IDB Task Foree) high V.4
BCC (IDB Task Force) / Island gov. / CPA top 1998-2001 V4
Curinde ) high Va4
Department of Finance / CBJAZ high V4
CPA/ Island government moderate V4
CPA (external consultant) maoderate July 1999 V4
Island government moderate i V4
BCC (IDB Task Force) (co-ordination) moderate V4
CPA /CDM {exlem;:l' consultant) maoderate VA

© Policy Research Corporation N.V.
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Bl b 1

Provision of b ial y conditions

| Support maritime training and education

2 Inerease promotion of maritime opportunities

3 Modemnise safety and environmental regulation

4 Improve maritime government organisation

5 Monitor progress of implementation

'(Jrganisation of demand-driven projects: flexible and phased approach

i Centralise training on Curagao, decentralised projects on local demand

i Organise short courses, both for seafarers and shore-based personnel

i Provide scholarships and grants (if necessary)

‘iv Use available teaching stat¥ and infrastructure

v Introduce train-the-trainers programme in the longer run

vi Use training as subsidy measure to attract (maritime) investment

vii Promote maritime professions and career opportunities

Discontinuation of existing 'zeevaartschool’

Stimulation of growth to regional function in longer run

| Provide scholarships and grants for intermnational students

il 'vaide cheap housing

iii Promote projects throughout region, e.g. Association of Caribbean States
~ Co-ordination of promotion efforts: 'Dutch Caribbean'

i Stimulate co-operation/merger of promotional organisations

ii {ntegrale promotion: offshore, lourism, investment, et cetera

-iii No separate maritime promotion organisation: task force

iv  Promote maritime professions and career opportunities

/Introduction of active approach: participation & organisation internationally
|Updating of legislation for the port of Willemstad (if necessary)

| Arrangement of position of pilots within government, independent of CPA
'Inslirm' lisation of the BCC (IDB Task Force) at national level
Inblallallon ofMantlmL Advisory Board

i Appolm island reps mECT:_ahd Maritime Advisory Board

i Apponnt international maritime experts

-DIVISl{m of responsibilities: policy-making versus operational services

i [Formulate port policy, supported by Adv:sor}' Board

i D«.It.galc operational tasks to CPA
Follow-up calendar of agreements and priorities: every 3 months

Stimulation of other sectors

| Financial offshore

2 Tourism

3 Fishery

4 Telecommunication

5 Monitor progress of implementation

Continue liberalisation of the telecommunications market
‘Stimulation of introduction of New Fiscal Framework by National government
Stimulation of stay-over tourism: high end of the market

i Improve the attitude towards providing service through I.raln:ng programm
i Support small-scale (local) initiatives: no guarantees, but training subsidie|
iii  Build additional attractions and facilities, improve guality of hotels

v Increase promotional efforts, emphasise island characterisitics
‘Stimulation of cruise tourism
i Integrate promotional efforts: maritime sector, CTDB and retail sector

i Discontinue monopoly KLM

il Intensify regional co-operation: Southemn Caribbean Group

"Provision of funds and support for small-scale projects to improve efficiency
"Protection of fishing grounds Netherlands Antilles: Saba Bank

Devel [ and strengthening of the link with tourism

|Continue liberalisation of the telecommunications market: end monopoly

-Prﬁwsmn of legal and policy framework for liberalised telecom sector
i'i‘olluw-up calendar of agreements and priorities: every 3 months

Source: Policy Research Corporation N. V.
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Department / Island services of Education B = © Sept. 1998
Department / Island services of Education moderate V4
BCC (IDB Task Force) / Island Service of Education moderate A
Department / 1sland services of Education moderate V.4
Department / 1sland services of Education maoderate V4
Department / Island services of Education low V.4
Department / Island services of Education ) high o V.4
BCC (IDB Task Force) / promotional organisation moderate ' V.
Island government of Curagao moderate | Va4
Department / Island services of Education moderate | V.4
Department / Island services of Education o moderate I V4
Department / Island services of Education moderate V.4
Department / [sland services of Education moderate V.4
BCC (DB Task Force) (co-ordination) a - Dee. 1998
BCC (IDB Task Foree) - moderate V.51 IXS
Mational promotional organisation | moderate y V.5/7./1X3
Mational pmmot'ional organisation ! moderate COVSLLIXS
National promotional organisation moderate V.5/.1 X5
BCC (IDB Task Force) / national promotional organisation high | V5LJIXS
CBIAZ / CPA [ SINA moderate V.4
Island government of Curagao o high ' V4
Department of Economic Alfairs top Sept. 1998 V.4
BCC (IDB Task Force) ; top Sept. 1998 V.4
Island government of Curagao o B top Sept. 1998 -
Island governments wop Sept. 1998 -
National government / island governments | high V4
Island government of Curagao o o high Sept. 1998 V4
BCC (IDB Task Force) i high i - VA
BCC (IDB Task Force) / external consultant ) top ! - | s
Island government of Curagao / Department uI'Transporl_ . high o V.5 =
Island governments o o ! high " Dec. 1999 V.S
BCC (IDB Task Force) (co-ordination) T w high T Vs
Department / Service of Education / CTDB / Task Force high o Vs
Island government of Curagao = \ moderate ! Vs 1
Island government of Curagao / CTDB / Task Force high . Dec. 1999 V.5
CTDB o B high I V.5
CPA { CTDB/ retail sector o high ! V.5
CPA / CTDB / retail sector high © Sept. 1998 Vs
Department of Traffic & Transport (external consultant) high V.3
BCC (IDB Task Force) (co-ordination) high Sept. 1998 V.5
Island service of Agriculture, Cattle-breeding and Fishery | moderate VS
National government / Coast Guard ) high _ V5
CTDB / private intitiatives o moderate | Vs
Island government of Curagao high V.5
National govemment / island govemment / CBJAZ high i V.5
BCC (IDB Task Force) [ external wns?l_:ml ~top ! -
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XI1.2.3.

The implementation matrix for
Bonaire is given in Table X1.5.

Just as for Curagao, there are
twa basic priorities.

XI1.2.3.1.

The first priority concerns the
port. An improved port organi-
sation will serve as a basic con-
dition for relieving the conges-
tion and making the port more
attractive for cruise tourism.

X1.2.3.2.

The second priority concerns the

cruise tourism itself. The current

efforts of the BCA should be

continued, and extended by

~ improving the functioning of
the port;

~ imtensifying the co-operation
with SCG and the cruise
lines.

ISLAND TERRITORY OF BONAIRE

Table XI5 presents the implementation matrix at the level of the Is-
land Government of Bonaire. With respect to maritime policy, the
priorities for the Island Government should be to improve the
(physical) organisation of the port and to attract additional cruise
vessels to the island.

Port of Kralendijk

The port infrastructure of Kralendijk should be modified in order to
relieve congestion (at the South pier) and make the port more attrac-
tive to cruise tourism. Moreover, a clear structure for the organisation
of the port is recommended: the Island Government, represented by
an upgraded Bonaire Port Authority (BPA), should remain responsi-
ble for the management, operation and development of the port. The
port should be operated as a ‘landlord port’, with the Island Govern-
ment as the owner of the port’s infrastructure. The port infrastructure
(piers and quays) should be operated as a common user facility, ac-
cessible to licenced stevedoring companies and their accredited em-

ployees.
Cruise tourism

In order further to stimulate cruise tourism on Bonaire and attain a
level of nearly 50 000 passenger visits by 2005, the Island Govern-
ment, the BPA and Tourism Corporation Bonaire (TCB), co-
operating in the Bonaire Cruise Association (BCA), should:

— continue to improve the product Bonaire (island-related factors)
along the lines of their current efforts. This would involve up-
grading the port area, improving restaurants and shopping facili-
ties, promoting existing attractions and providing additional ones,
offering training programs for taxi-drivers and employees in
tourism-related jobs. As indicated, all actions should be taken in
consultation and co-operation with cruise lines;

— improve the organisation and facilities of the port of Kralendijk
(port-related factors);

— further increase existing international co-operation with respect to
developing itineraries and promoting ports in the Deep Caribbean
as cruise destinations, e.g. through the Southern Caribbean Group.
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Table XL.5 : Implementation matrix for the Island of Bonaire

Recommendations Action(s) required

Facilitation of General Economic Growth

| Improve port organisation a _lJpgrading of the Harbour and Pilotage Service to Bonaire Port Authority
o i Install strategic cell (general manager)
i |I}evelop port policy and port regu]nlmns (tariffs)
m 'Develop master plan for cruise tourism in cooperation with TCB
‘iv Develop master plan for y achting and mannn sector
‘b Introduction of landlord port model with common-user facility
i Grant licences to stevedores

i Set L personnel requirements and introduce port entrance restrictions

" |iii |Introduce nautical and safety regulation and surveillance
|c |Rcorgamsa_t|or| of port infrastructure: small investments
2 Stimulate cruise tourism a Improvement of the producl Bonaire (island-related factors)
) i Promote strengths more actively: clean environment, diversity etc.
i 'lncrca.w the number of attractions and facilities (e.g. restaurants)
i “Train personnel in tourist sector and taxi drivers
~ liv ‘Market Bonaire as 'island of art’ B
b lmpmvuncm of the port of Kralcnduk (port-related factors)
i Upgrade port environment, improve (sanitary) facilities
i Rcorgam;e_pﬁn infrastructure: small investments in piers and quays
i Stimulate provision of bunkering services
b Stimulation of (international) co-operation
i 'Entcnsif\ activities Southern Caribbean Group: develop Deep Caribbean
i Intensify co- operation at island level: Bonaire Cruise Association

3 Monitor progress of implementation ‘a2 Follow-up calendar dar of agreements and priorities: every 3 months

Stimulation of the Maritime Cluster

| Upgrade port infrastructure a Demsnun on upgr-l:ilng port infrastructure (no further studu'.s)
i Adjust middle pier to accommo_d_aie_l_ocal rofro vessels

‘Adjust North pier for larger cruise vessels: additional boulders
Perform maintenance on ro/ro facility §0ulh pier
b Secking funding from KabNA or EU
2 Stimulate bunkering activities ‘a /Introduction of competition in bunker market: discontinue manopaly
b Tacmtaunn of bunkering in the port of Kralendijk (bunker barge)
i Offer attractive package of port tariffs
i Offer wide range of bunker and white oil products (lubricants)
3 Stimulate yachting and related actvities a  Construction of marina infrastructure and other - mooring facilities
. |Perform market and feasibility studies
i Seek funding (KabNA, EU) or private investors
iii Use training of personnel as subszdy to attract investors
b Investments in ship repair facilities
i Perform market and rCEISIinIl)' study
i Seek funding (KabMNA, EU) or private investors
| |1u Use training of personnel as subsidy to attract investors
¢ Facilitation of registration of yachts in the Netherlands Antilles
'd Promotion of Bonaire as hurricane-free yachting paradise
i Organisation of regatta
i Increase co-operation of BPA with TCB and national promotion
‘¢ Constraint: environmental protection (STINAPA)
4 Monitor progress of implementation a  Follow-up calendar of agreements and priorities: every 3 months
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Details in
Responsibility Priority Milestones Chapter
Island government of Bonaire - top Dec. 1998 V14
Island government of Bonaire top Dec. 1998 V14
Bonaire Port Authority high March 1999 V14
Bonaire Port Authority / Tourism Coporation Bonaire top March 1999 V1.4
Bonaire Port Authority maderate Vi4
Bonaire Port Authority high March 1999 V.4
Bonaire Port Authority high March 1999 | Vi.4
Bonaire Port Authority high March 1999 V14
Bonaire Port Authority high Vi4
Island government / Bonaire Port Authority . top Sept. 1999 V14
Island govenment / Tourism Corporation Bonaire high Dec, 1999 V1.4
Tourism Corporation Bonaire - high Vi4
Island government / Tourism Corporation Bonaire high V14
Island government / Tourism Corporation Bonaire - high Vi4
Tourism Corporation Bonaire = ) moderate i V14
Island government / Bonaire Port Authority ) high Sept. 1999 Vi4
Island government / Tourism Corporation Bonaire | high Vi4
Island government / Bonaire Port Authority high V14
Bonaire Port Authority a moderate Vi4
Bonaire Port Authority - high - VI4
Bonaire Port Authority / Tourism Coporation Bonaire high Sept. 1998 V14
Bonaire Port Authority / Tourism Coporation Bonaire high i V14
BCC (IDB Task Foree) / external consultant - top = -
]
Island government of Bonaire B top Sept. 1998 | Vi4
Bonaire Port Auhtority . - high o ) V1.4
Bonaire Port Auhtority - ! high - Vi4
Bonaire Port Auhtority o high V14
Island government of Bonaire ~ high ' Sept. 1998 V14
Island government of Bonaire B maoderate Vi4
Curoil & CPA / BOPEC / other suppliers ' moderate V4
Bonaire Port Auhtority T moderate i V1.4
Curoil / BOPEC / other suppliers moderate | . V14
Island government of Bonaire ) maderate ) | Vi4 5
Bonaire Port Auhtority (extermal consultant) | moderate - Vi4
‘ Island government of Bonaire © moderate | Vi4
Island government of Bonaire ) moderate | - Vi4
Public-private initiative %) moderate - Vid
} Bonaire Port Auhtority (extemal consultant) | moderate vi4
Island go\;emrnenl of Bonaire o moderate T V14
Island government of Bonaire o moderate Vi4
SINA / VOB . moderate - | V3/VI4A
Tourism Corporation Bonaire | moderate I Vi4
Tourism Corporation Bonaire -_ - - © moderate |: \"|4_
Bonaire Port Auhtority / Tourism Corporation Bonaire moderate i | Vi4
' Island government of Bonaire o top | -
‘ BCC (IDB Task Force) / external consultant | top ) =
1
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ot 1

Provision of b y conditions

I Support maritime training and education a Organls:luon of demand-driven projeets: flexible and phased approach
i |Centralise trai lrammg on C uragao, decentralised projects on local demand
Drgasilsc short courses, both for scafarers and shore-based personnel
“Provide scholarships and grants (if necessary)
“Use available teaching staff and infrastructure
v Introduce train-the-trainers programme in the longer run
vi  Use training as subsidy measure to attract {m.mlimE) investment
vii Promote maritime professions and career opportumlles
2 Increase promotion of maritime opportunities a Co-ordination of promotion efforts: 'Dutch Caribbean'
) i Stimulate co- opmt:orufmcrger of promononal orgamsatlons
i Inlegrar.e promotion: offshore. tourism. investment, et cetera
'iii No separate maritime promotion ¢ orgamsallon task force
iv Promote maritime professions and carcer opportunities
b |Inlr0ducuun of active appmach pm“:lpallon & organisation internationally
3 Modemise safety and environmental regulation a Introduction of legislation and regulations for the port of Kralendijk
4 Improve maritime government organisation a  Institutionalisation of the BCC (IDB Task Force) at national level
b Installation of Maritime Advisory Board
- o i Appoint island reps in BCC and Maritime Advisory Board
'ii | Appoint international maritime experts
‘¢ Bonaire Port ort Autherity responsible for both policy and operational tasks

5 Monitor pmgmss'of implementation a Followup calendar of agreements and priorities: every 3 months
-

Stimulation of other sectors

I Tourism ‘2 Stimulation of stay-over tourism: high end of the market
_i : .lmprovc the attitude towards pm\aldmg service Ihrough training pmgmmm
Suppoﬂ small-scale (local) initiatives: no guarantees, ees, bul training subsidies|

iii Increase promotion efforts, emphasise island characteristics
Rceons:du mcmopnly KLM

i Inlcgralc promotional efforts: Bonaire Cruise Association

i lnlensﬂ'y regional co-operatlon Southern Caribbean Group
' Build additional attractions and facilities

2 Monitor progress of implementation :a Fullo“-up calendar ¢ ol‘dgrw..mt.nlb and priori

:every Sﬂmlhs

Source: Policy Research Corporation N.V.
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Department / Island services of Education moderale  Sept. 1998 V.A4/Vi4
Department / Island services of Education N moderate V.4/ VL4
BCC (IDB Task Force)/ Island Service of Education moderate V4/ VL4
Department / Island services of Education moderate ) V4/VL4
Department / Island services of Education o moderate - VA4/VL4
Department / Island services of Education T low VAV
Department / Island services of Education - high V.4/VL4
BCC (IDB Task Force) / promational orﬁhnis:lliun moderate Va/vid
BCC (IDB Task Foree) (co-ordination) ) - Dec. 1998 -

BCC (1DB Task Foree) o maoderate B V.5 IXS
National promotional organisation maoderate V5. IXS
National promotional organisation moderate V5/.IXS
National promotional organisation - moderate V5LIIXS
BCC (IDB Task Force) / national promotional organisation high ViLIXS
Bonaire Port Authority ' high March 1999 vVia
Department of Economic Affairs B lop Sept. 1998 V14

BCC (IDB Task Force) i top Sept. 1998 vid
Island government of Bonaire B top S_eﬁl. 1998 -

Island govemments top Sept. 1998 -

Island government of Bonaire - high V14

BCC (IDB Task Force) / external consultant top -

BCC (IDB Task Force) (co-ordination) high VL5
Department / Service of Education / TCB | Task Force high VIS
Island government of Bonaire moderate VL5
Tourism Corporation Bonaire “high VL5
Department of Traffic & Transport (external consultant) high VS
Bonaire Port Auhtority / Tourism Corporation Bonaire i high V4
Bonaire Port Auhtority / Tourism Corporation Bonaire ~ high Vi
Bonaire Port Auhtority / Tourism Corporation Bonaire high V4

Island govemment of Bonaire / TCB / Task Force high VL5

BCC (1DB Task Force) / external consultant top -
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XI1.2.4.

The implementation matrix for
Sint Maarten is given in Ta-
ble X1.6.

There are two basic priorities.

X1.2.4.1.

The first priority concerns the
port. A 'Co-ordinator for Mari-
tme Affairs” will develop and
maonitor a policy for all three
Windward islands.

A new multi-purpose cargo ter-

minal and cruise pier should be

—  built in phases:

- managed hy a private termi-
nal operator;

- operated as a ‘common user
facility"

The cruise pier should be oper-
ated by the SMPA.

ISLAND TERRITORY OF SINT MAARTEN

Table XI.6 presents the implementation matrix at the level of the Is-
land Government of Sint Maarten. With respect to maritime policy,
the priorities of the Island Government of Sint Maarten should con-
cern investments in and the organisation of the port, and the further
development of cruise tourism on the island.

Port of Philipsburg

A Co-ordinator for Maritime Affairs in the Service for Economic Af-
Jairs should be responsible for the development of a port and mari-
time policy, and should provide the players in the port with guidance
and objectives. The Co-ordinator would also be responsible for the

other Windward islands.

The newly-constructed multi-purpose cargo terminal and cruise pier
should be owned by the Island Government. The Sint Maarten Port’s
Authority (SMPA) should remain responsible for technical and nauti-
cal management, as well as safety in the port. Moreover, the SMPA
should operate the new cruise pier, and collect the head tax and other

port charges.

The construction of a multi-purpose cargo terminal in the port of
Philipsburg should be executed in phases, depending on the devel-
opment of local and especially transhipment cargoes. The new multi-
purpose terminal should be operated as a common user facility. The
Island Government should therefore lease out the terminal to a Ter-
minal Operating Company (TOC), on the basis of a revenue sharing

formula.
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X1.2.4.2. Cruise tourism
The second priority concerns Notwithstanding its expected positive effects, the projected construc-
criise towrism, Building a new . . R . .
pier has a lower priority than, tion of a new cruise pier is not considered to be a top priority. Instead

addressing the problem of
congestion on the island,
~ upgrading public facilities: be examined, while alternative plans for the development of the port
- requiring  training  pro-
grammes to encourage local

of building a new pier, the possibility of restoring the old pier should

should be considered. Top priority should be given to the introduc-

employees to the local em- tion of a number of flanking measures, in order to maintain the ex-
plovees to provide excellent
service. isting basis for cruise tourism,
However, the construction of the It should be emphasised that the construction of the new cruise pier is
new cruise pier is not rejected, . . .
provided that funds are also not rejected, provided that funds are also available to solve the land-

available 1o solve the land-side
problems  facing the develop-

T;‘”" !_"f cruise fonrism on Sint Maarten. For instance, a new traffic plan should be drawn up for the
Maarien.,

side problems facing the development of cruise tourism on Sint

town of Philipsburg so as to solve the existing problems of conges-
tion. Moreover, the quality of all kinds of facilities in the port and in
the town of Philipsburg needs to be upgraded, e.g. more public
phones, automatic teller machines (ATM), sanitary facilities and rub-

bish disposal points.

The education and especially the training of personnel is an impor-
tant factor as well. The people of Sint Maarten have a favourable at-
titude towards cruise tourism, and are generally considered by cruise
passengers as very nice and helpful. Nevertheless, employees in
service professions can be trained to provide more information and a
higher level of service. An important occupational group in this re-
spect are the island’s taxi-drivers. In co-operation with cruise lines,

the island should train its taxi-drivers to act as tour-guides as well.

Especially the latter priority Finally, the development of cruise tourism on Sint Maarten will have
needs the attention of the gov- e . o .
ernment. It requives the devel- a substantial impact on the island’s entire economy. The expected

opment of a balanced labour

miatrket program, effects on the labour market special attention of the Island Govern-

ment, and make an active labour market policy necessary. In order to
be able to meet the future demand for qualified personnel, the devel-
opment of a balanced programme of education and training projects

is essential.
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Table X1.6 : Implementation matrix for the Island of Sint Maarten

Recommendations Action(s) required

[Facilitation of General Economic Growth

I Improve port organisation & ;Inimdlﬁibn of a new po?argarii-saiion structure
i Establish Port Hnldmg NV .md NV Cargo and NV Cruise
i Arrange for SMPA to oeral{: cruise pier
Develop port pollcy and port rz:gulanum
iv Introduce new system of port lﬂl‘lﬂh (qnmplllnd and restructured)
) -\.' Deu::lnp realistic marktllﬁg \‘r:ub:g} for cunlalner transhipment
| Develap master plan for yachting and marina sector
b lnlmduchon of landlcrd port model
i Operax-: multi-purpose terminal as common-user facility
‘Grant concession and licence to terminal operating mmpany
i Set personnel requirements and introduce port entrance restrictions B
- N i 'iv Introduce nautical and safety regulation and surveillance -
2 Promote inter-istand shipping. a Invest\gatmn of p{)SSIbIlIllES for shipping between Wmdwa.rd'i (f‘casth:hly slud
b Stimulation of international co-operation
i lmn::'rml}f participation in Association of Caribbean States
3 Stimulate cruise tourism . j_il _Impro\fn.mcn: of the product Sint Maarten (island-related factors)
i Develop aplan for the upgrading of the island
i 'Promote e strengths more actively: clean environment, diversity ete.
i
:iv |Train personnel in tourist sector and taxi drivers
v Stlmulale overflow ofcrulse tourists to neighbouring islands
'\'! ‘Draw up a new traffic plan to fight uongestmn in Philipsburg
b Improw.mml of the port of Philipsburg (pan -related factors) B
1 :i "Restore old pier for cruise and fishery vessels
i Build new cruise pier (no priority) in consultation with cruise lines only
“Use small tender pier in town centre
E: :lEgmdc port environment, improve (sanitary) facilities
v Stimulate provision of bunkering services
¢ Introduction of an active labour market policy
i Monitor demand and suppl} both quantitatively and qualitatively
i chlup and introduce an mlegratod training and education programme
3 Monitor progress of implementation a f‘ullo“-up calendar of agreements and pnunues every 3 months

‘Increase the number of attractions and facilities (e. g. restaurants, shops)

Stimulation of the Maritime Cluster

| Upgrade port infrastructure ‘4 Execution of investment plans for port improvement
i Construct first t phase of multi-purpose terminal: 225 m berth, 40.000 m?
RLSTOI‘C old pier for cruise and Inshury vessels
'Build new cruise pier {rm prmnly) in mn3u1ulmn with cruise lines only
iv Continue levy of head tax to finance investments
b Seek funding from KabNA, EU and banks
2 Stimulate yachting and related actvities a C onstruction and restoration of marina infrastructure and mooring facilities
"~ i Perform market and feasibility study for mega vacht marina
i Seck funding (KabNA, EU) or private investors
'Supporl private investments: tax holidays
iv. Use training of personnel as subsidy to attract investors
b Quppnrt ship repair for yachts
i Use training of personnel as subsidy to attract investors
¢ Facilitation of registration of yachts in the Netherlands Antilles
'd |Promotion of Sint Maarten as yachting centre
i Org:,amsanun of regalta

e Constraint: environmental protection (STINAPA)

il Increase co-operation at island level: intensify Marine Trades Association

3 Monitor progress of implementation a  Follow-up of agreements and priorities: every 3 months
-274 - © Policy Research Corporation N.V.
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Details in
Responsibility Priority Milestones Chapter
Island government of Sint Maarten / Maritime Co-ordinator top Dec. 1998 Vil4
Island government of Sint Maarten i high Vil4
Island government of Sint Maarten . Lop Vil4
Maritime Co-ordinator / Sint Maarten Port Authority high VilL4
Maritime Co-ordinator / Sint Maarten Port Authority high IV/VIL4
Maritime Co-ordinator / Sint Maarten Port Authority high IV /VIL4
Maritime Co-ordinator moderate VilL4
Istand government of Sint Maarten / Maritime Co-ordinator top Dec. 1998 ViL4
Island government of Sint Maarten / Maritime Co-ordinator top ViL4
Island government of Sint Maarten ) lop - Vil4
Maritime Co-ordinator / Sint Maarten Port Authority high ViL4
Sint Maarten Port Authority ) high VIL4
BCC (IDB Task Force) / Maritime Co-ordinator - ) high C VA4 VIL4
BCC (IDB Task Force) (co-ordination) i moderate V.S
BCC (IDB Task Force) ) maoderate V.5
Island government / Maritime Co-ordinator R top ' IV / VIL4
Island government / tourism association top . Dee. 1998 IV /VIL4
Island go\'cmmeni / tourism association high IV/VIL4
Island govcmmc_ﬁl of Sint Maarten i lop IV /VIL4
Island government of Sint Maarten (cruise lines) - top B IV / VL4
Maritime Co-ordinator / Tourism Associations top IV/VIL4
Island govermment of Sint Maarten top V/Vid
Maritime Co-ordinator / Sint Maarten Port Authority high ) VIL4
Island government of Sint Maarten ) Thigh K VIL4
Island government of Sint Maarten moderate i VIL4
Maritime Co-ordinator / Sint Maarten Port Authority high VL4
Maritime Co-ordinator / Sint Maarten Port Authority lop ) VIL4
Maritime Co-ordinator / Sint Maarten Port Authority moderate - VIlL4
Island government of Sint Maarten (external consultant) moderate / high  Dec. 1998 Vil4
Island govcmﬁ\enl of Sint Maarten (external consultant) ) moderate / high VIl.4
Island government of Sint Maarten (external consultant) moderate / high VilL4
BCC (IDB Task Foree) / external consultant top i -
Island government of Sint Maarten / Maritime Co-ordinator high Vil4
Maritime Co-ordinator / Sint Maarten Port Authority high  Dec. 1999 VIL4
Maritime Co-ordinator / Sint Maarten Port Authority i high i vild
Maritime Co-ordinator / Sint Maarten Port Authority maoderate VIL4
Maritime Co-ordinator / Sint Maarten Port Authority " moderate VIL4
Maritime Co-ordinator / Sint Maarten Part Authority high i VIL4
Island govemnment of Sint Maarten / Maritime Co-ordinator ~ moderate Vil4
Maritime Co-ordinator (external consultant} ) moderate Dec, 1998 ViL4
Maritime Co-ordinator (external consultant) 3 moderate | CVI4
Island government of Sint Maarten B moderate ' VIL4
Island government of Sint Maarten B | moderate VILA4
Island government of Sint Maarten / Maritime Co-ordinator © moderate VILA
Island government of Sint Maarten moderate ' ViL4
SINA / VOB moderate V3/VIL4
Tourism Association / Marine Trades Association moderate VilL4
moderate Vil4
Maritime Co-ordinator | moderate | i VIL4
top -
BCC (IDB Task Foree) / external © | | top -
© Policy Research Corporation N.V. -275 -
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Provision of beneficial boundary conditions

1 Support maritime training and education a Organisation of demand-driven projects: flexible and phased approach
i Centralise training on Curagao, decentralised projects on local demand
i .Organlse short courses, both for seafarers and shore-based personnel
Provide scholarships and grants (|fneccﬁ:.ary}
v Use available teaching staff and ||1fraslrun_lun.
v Introduce train-the-trainers programme in the longer run
vi Use Lrammg as submdy measure to attract (rrnrltlme) mvestmem
vii Promote maritime professions and career opportunities
2 Increase promotion of maritime opportunities a Co-ordination of pr promotion efforts: "Dutch Caribbean'
N i Stimulate co-operation/merger of promotional organisations
i Inlegrah, promotion: maritime, tourism, investment, el cetera
'No sepamu_ maritime promotion organisation: task force
iv Promote maritime professions and carcer opportunities
| Intrnducuon of active approach: p.:mc:pduon & organisation internationally
3 Modemise safety and environmental regulation  a Inlmduman of legislation for the port of Philipsburg and coastal waters
i Stimulate co-operation between SMPA, STINAPA, Coast Guard
4 Improve maritime government organisation ‘a Institutionalisation of the BCC (IDB Task F orce} at national level
) b Installation of Maritime Adv:sory Board
g Appoint island reps in BCC and Maritime Advisory Board
'ii "\ppoml international maritime l:xper{s
‘¢ Division of rcspunalblhucs policy makmg versus operational services
i Appoint Maritime Co-ordinator within Island Service for Economic Affair
i 'Delegate aperational tasks to SMPA
5 Monitor progress of implementation a Follow-up caiendar of agrcements and priorities: every 3 months

Stimulation of other sectors

| Tourism ‘a Stimulation of stay-over tourism: high end of the market
: = i q i-urlher improve the attitude towards prowdmg service dlmugh training
‘iupporl small-scale (local) initiatives: no guarantees, but tax holidays. tral
“Build additional attractions and facilities, i improve quality of hotels
'w |Increase promotion efforts, cmphas:sc island characteristics
l¢'Co-ordination of promotional efforts: ‘Dutch Caribbean’
i Co-ordinate promotion: establish 'Sint Maarten Cn.uw Association'
i _-i' Co—operntlonfmerger of promotional organisations
m Integrate promotional efforts: offshore. tourism, mveslmenl et cetera
iv No separate maritime promotion organisation: task force
v |Intmduclmn of active approach: partncnpauun & urganlsalmn internationall

_ o B 'd Promotion with phasise on 'marq ! value of the islands (for toun:;m)
2 Monitor progress of implementation a  Follow-up calendar of agreements and priorities: every 3 months B
Source: Policy Research Corporation N.V, = }
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Department / Island services of Education moderate Sept. 1998 VA4/VIL4
Department / Island services of Education moderate . V.4 VIL4
BCC (IDB Task Force) / Island Service of Education " moderate C o V4/VIL4
Department / Island serviees of Education moderate V.A4/VILA
Department / Island services of Education © moderate VA4 VILA
Department / Island services of Education = low V.4 /VIL4
Department / Island services of Education ' high VA VILA
BCC (1DB Task Force) / promotional organisation muoderate V4/VIL4
BCC (IDB Task Foree) (co-ordination) - Dee. 1998 -

BCC (IDB Task Force) ' maoderate ] V.5/LLIXS
National promotional organisation © | moderate V.S1L.IIXS
National promotional arganisation " moderate | . VSLJIXS
National promotional organisation B moderate L VSLIXS
BCC (IDB Task Force) / national promotional organisation high j V5L IX5
Island government of Sint Maarten / SMPA / STINAPA high ViL4
Maritime Co-ordinator - high 3 Vil4
Department of Economic Affairs B lop i Vil4
BCC (IDB Task Force) i top Sept. 1998 VIL4
Island government of Sint Maarten ' top | Sept. 1998 V.4/VIL4
Island governments - "~ top " Sept. 1998 V.4
Island governments of Windward islands ) ! high | Sept. 1998 Vild
Island governments of Windward islands ) top © Sept. 1998 VilL4
Sint Maarten Port Authority — 1 high P Vil4
BCC (IDB Task Force) / external consultant top b

BCC (IDB Task Force) (co-ordination) - high ! Sept, 1998 ' VILS
Department / Service of Education / Tourism association high N VILS
Island government of Sint Maarten - © moderate ' VILS 5
Island government of Sint Maarten / private initiatives | high/top  Dec. 1999 VILs
Island government of Sint Maarten B ' high | | VILS
BCC (IDB Task Force) (co-ordination) i i = B .
Maritime Co-ordinator - o3 high Dec. 1998 VSLAIXS
National promotional organisation ) ' moderate V5L IXS
National promotional organisation o moderate | - COVSLJIXS
National promotional organisation B moderate I VSI.1IX5
National promotional organisation ~ 1 moderate VIS
National promotional organisation o high i~ 1 VILS
BCC (IDB Task Force) / external consultant. . top : - -

© Policy Research Corporation N.V. -277-
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XI1.2.5.

The implementation matrix for
Statia is given in Table XI.7.

The basic priorities concern the
development of three new mari-
time activities.

XI1.2.5.1.

The first activity is inter-island
shipping. A scheduled shipping
line may attract the ‘overflow'
of tourists from Simt Maarten,
which may have a significant
impact on the island economy.

X1.2.5.2.

The second activity is yachting

and windjammer tourism. This

requires:

~ the development of marina
infrastructure;

— the improvement of the at-
traciiveness for tourism.

ISLAND TERRITORY OF STATIA

Table XI.7 presents the implementation matrix at the level of the Is-
land Government of Statia. At present, the maritime sector of Statia
is small. Considering the current idle capacity of the port, the
(autonomous) development of the Statia economy will not require
large investments in the port infrastructure. With respect to maritime
policy, the priorities for the Island Government of Statia should
therefore concern the possibilities to develop new maritime activities,

such as inter-island shipping, yachting and fishery.

Inter-island shipping

The connections between Sint Maarten and the other Leeward is-
lands, more specifically Statia and Saba, are mostly unscheduled or
tourism-related. Only ‘irregular’ cargo services exist between the
Dutch and other Windward islands. It is recommended to further in-
vestigate the potential of inter-island shipping connections between
the Dutch and other Windward islands. Especially with respect to the
transportation of tourists (and irregular cargo), a number of feasibil-
ity studies should be performed. On the basis of these studies it
should be decided whether it is attainable to organise a pilot project.
Especially the possibilities of creating an overflow of tourists from
Sint Maarten to neighbouring islands, such as Saba and Statia, should
be investigated. Modest numbers of tourists will already have a con-

siderable impact on the economy of these small islands.

Marine tourism: yachting and small cruise vessels

Investments could be considered for two specific market segments:
yachting and small cruise vessels (windjammers). Nowadays, the port
of Oranjestad lacks even the most basic facilities to accommodate
yachts and small cruise vessels. In principle, the Island Government
could take the initiative to develop and co-ordinate such a project.

The development of marina infrastructure can be considered a gov-
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XI.2.5.3.

The third activity is fishery.
Leologically justified fishing on
the Saba Bank could generate
about 100 jobs on Statia and
Saba,

ernment task just like ‘normal’ port infrastructure. In addition to im-
proving the island’s port infrastructure, the ‘product Statia’, the
‘Historical Gem’ has to be improved as well, in order to attract
yachts and small cruise vessels. Co-operation with the other (Dutch)

Windward islands is crucial in this respect.

Fishery

Currently, only a handful of fishing boats from Saba and Statia oper-
ate on the Saba Bank. although its economic potential is significant.
The Dutch government introduced an ‘Economic Fishery Zone of the
Netherlands Antilles and Aruba’ in 1993 to protect the economic and
ecological importance of the Saba Bank, which could generate 1 000
to 1 500 tons of fish each year and provide jobs for over a hundred

people on Saba and Statia.

It is outside the scope of this study to formulate detailed recommen-
dations for the development of the fishing sector and the processing
of its proceeds. However, the sector certainly seems to have potential
and relatively limited funds would be required to develop it. Support
for the fishing sector would include minor investments in facilities in
the port(s) of Saba and/or Statia.
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Table X1.7 : Implementation matrix for the Island of Statia

Action(s) required

Facilitation of General E ic Growth

| Improve port organisation

2 Promote inter-island shipping

3 Stimulate cruise tourism

4 Monitor progress of implementation

o

I ot ot

a

e

- :m Upgmdl. port environment, |rnpr0ve (sanitary) facilities

Rationalisation of Harbour Service
‘Introduction of new / port regulations

ii [vaelop port policy and port regulations
i /Introduce new system of port tariffs (simplified and restruclurcd)
‘Develop master plan for the yachting and marina sector

_Invcstlganon of possibilities for shipping between Windwards (feasibility stud
i Stmulate overflow of cruise tourists from Sint Maarten

Slimulat' n of international co-operation

i Intensify participation in Association of Caribbean States
|Impr0vcmcn! of the product Statia (island-related factors)

i Promote strengths more actively: clean environment, diversity etc.

:ii _-lnl:rc.asm':- number of attractions and facilities (e.g. restaurants, ghoppirlg}
il Train personnel in tourist sector and taxi drivers

Improvement of the port ul'Oran_]esta.d (port- relmcd factors)

;i |I’rovuk: mooring buoy or berth for small cruise vessels (windjammers)

! Invcstlgate feasibility nfconstrucl:n], marina infrastructure

Follow-up calendar of agreements and priorities: every 3 months

Stimulation of the Maritime Cluster

| Stimulate yachting and related actvities

2 Monitor progress of implementation

COI'I.S[I'LK.IIOH of marina infrastructure and mooring facilities

i Perform market and feasibility studies

i Seck funding (K.ibNA EU) or private investors

il ._S_uppnrl private investments: tax holidays, training

[Facilitation of registration of yachts in the Netherlands Antilles
'Promotion of Statia as yachting destination

i Organise regatta

i Increase co-operation with other Windward islands: _wchlmg tour
‘Constraint: environmental protection (STINAPA)

Follow-up calender of agreements and priorities: every 3 months
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| Details in
Responsibility Priority Milestones Chapter
|
=5
Island government of Statia / Harbour Master ~high © Dee. 1998 VIIL4
Harbour Service | moderate 1 VIIL4
Maritime Co-ordinator / Harbour Service moderate | March 1998 i VIIL4
Harbour Service maoderate July 1999 VIIL4
Maritime Co-ordinator / Harbour Service high July 1999 | ViiLg
BCC / Maritime Co-ordi (external Itant) top July 1999 VIIL4
Maritiem Co-ordinator / Tourism Associations ' top i VIILd
BCC (IDB Task Force) (co-ordination) moderate I VIlL4
BCC (IDB Task Force) | muoderate VIIL4
Island government of Statia / Hotel & Tourism Association ~ high ~ Dec. 1999 vilLd
Hotel & Tourism Association / promotional organisation | high ) ’ VIIL4
Island government of Statia / Hotel & Tourism Association high VL4
Island government of Statia / Hotel & Tourism Association moderate ViL4
Island government of Statia / Harbour Sr\:r\'i_m: - | 3 hig_h . VIIL4
Island government of Statia / Harbour Service high VIIL4
Harbour Service (external consultant) ) o wp "~ Sept. 1998 VIIL4
Island government of Statia / Harbour Service - - hi_g:h K - VIlLg
BCC (IDB Task Foree) / external consultant | top =
1

Island government of Statia / Harbour Service - - top Sept. 1998 VIIL4
Harbour Service (external consultant) | top Sept. 1998 VIIL4
Island govemment of Statia high Dec. 1998 | VIlL4
Island govemment of Statia - i moderate B ) VIIL4
SINA /VOB moderate | V3/VIL4
Hotel & Tourism Association / promotional organisation i “high ) ' VIIL4
Harbour Service / Hotel & Tourism Association high VIIL4
Maritime Co-ordinator / Tourism Associations high b ! VIIL4
Island govenment of Statia top VIlL4
BCC (IDB Task Foree) / external consultant Lop ¥

© Policy Research Corporation N.V.
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[Provision of beneficial boundary conditions

|
I Support maritime training and education a  Organisation of demand-driven projects: flexible and phased approach
N 1 Centralise training on Curagao, decentralised projects on local demand
i 'Organise short courses, both for seafarers and shore-based personnel
2 Increase promotion of maritime opportunities a Cu-nrdmatmn of promotion efforts: 'Dutch Caribbean’
) ) 1 Stimulate co«)perat:on!m;rgu ul'promeuonal organisations
ii Integrate promotion: tourism, investment, et celera
iii [No separate maritime promotion organisation
'iv "Promote maritime professions and career oppor
_lh Introduction of active approach: paﬂlm ation & organ:batlun internationally
3 Modemise safety and environmental regulation 'a 'Introduction of legislation for the port of Oranjestad and coastal waters
N i Stimulate co-operation between harbour master, STINAPA, Coast Guard |

4 lmprove maritime government organisation a 'Institutionalisation of the BCC (IDB Task Force) at national level
~ Installation of Maritime Advisory Board

i [Appoint island reps in BCC and Maritime Advisory Board i
) ‘S "ii Appoint intermational maritime experts o
‘¢ Division of responsibilities: policy-making versus opt.mnonal services
i Appoint M Maritime Co-ordinator within Island Service for Economic Affair

i Rn.gular consultation: co-ordinator and harbour masters Windwards islands

iii Delenalu operational tasks to Harbour Servu:(. (H.u-buur Mnsler)
5 Monitor progress of implementation a Follow-up calendar of agreements and pnontu.s. every 3 njl_onlhs

Stimulation of other sectors

| |
| Tourism " a Stimulation of'murisrn- high end of the market
) I |i |Further |mpr0vc the attitude towards pl‘D\"ldll‘ll., service through trmmng
i 'Support small-scale (local} initiatives: no guarantees, but tax holidays, trai
-iii Build additional attractions and facilities, improve qualnfy hotels
v |Increase promotion efforts, emphasise island chamctcnsucs
b (wordlnutmn of promotional efforts: "Dutch C aribbean’
i Co-ordinate pmmhtmn slrengtheﬁ "Hotel & Tourism Assocmnon
i Promote marquee’ value of the island: ‘Historical Gem'
2 Fishery - @ Protection of the Economic Fishery Zone ) -
i 'Enforcement by Coast Guard
i Consider installation of Saba Bank Fishery Insitute
liii ‘Monitor dcvelopmcﬁ stock -(-ﬁsh and lobster)
“b  Stimulation of fishery on Saba and Statia
i |Subsidise small projects to improve methods. fleet and material
i Construct mimimum facilities in the ports ui"()ranjestad and Fort Bay
3 Monitor progress of implementation - ‘a  Follow-up calendar of agreements and priorities: every 3 months

Source: Policy Research Corporation N.V.
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Department / Island services of Education maderate Sept. 1998 V4/VIL4
Department / Island services of Education ! maoderate V4/VIL4
BCC (IDB Task Force} / Island Service of Education “moderate V.a4/ViiLg
BCC (IDB Task Force) (co-ordination) o @ o Sept. 1998 -
BCC (IDB Task Force) ! maoderate VALJIXS
Mational promotional organisation o © moderate o EYAE
Mational promotional organisation muoderate V.5 /L. 1XS
National promotional organisation ) moderate COVSLIXS
BCC (IDB Task Force) / national promotional organisation 1 high VSLAIXS
Maritime Co-ordinator / STINAPA / Coast Guard high July 1999 VillL4
Maritime Co-ordinator ) high VIIL4
Department of Economic Aftairs ' top Sept. 1998 V4/ V4
BCC (IDB Task Force) o N top Sept. 1998 VIIL4
Island government of Statia top Sept. 1998 V.4/ VL4
Island governments : 3 top SL’_p-l. 1998 V4
Island governments of Windward islands high VIIL4
Island governments of Windward islands - — top Dec. 1998 VL4
Maritme Co-ordinator o L high VIL4/ VIIL4
Maritme Co-ordinator - high o ~ VIL4/ VIIL4
BCC (IDB Task Force) / external consultant top -
|

BCC (IDB Task Force) (co-ordination) high VIILS
Department / Service of Education / Tourism association | high ) VIILS
Island government of Statia I moderate = VIILS
Island government of Statia / private initiatives high/top I VIILS
Island government of Statia - | high VIILS
BCC (IDB Task Force) (co-ordination) o |7 . Dec. 1998 -
Island government of Statia N ~ moderate | V5L IXS
Hotel & Tourism Association / promotional organisation moderate - V.57 IXS
Kingdom of the Netherlands o i top VIILS / 1X.5
Coast Guard / BCC (IDB Task Force) ' top i o VIILS/IX.5
National government / island governments o ) high VIILS /IX.5
Saba Bank Fishery Institute moderate - o DOVIIIS /XS
Maritme Co-ordinator / Island governments o Ny high i VIILS /1X.5
[sland govemments / KabNA / EU high - VLS /IXS
Island governments / KabNA / EU o i high VHLS /1X.5
BCC (IDB Task Force) / external consultant ) top __ -
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XI.2.6.

The implementation matrix for
Saba is given in Table XI.8.

Just as for Statia, the basic pri-
orities concern the development
of three new activities.

XL2.6.1.
The first activity is inter-island
bt 3 hordulod b Fy
ipping. A sc pping

line may channel an ‘overflow’
af tourists from Sint Maarten,
which may have a significant
impact on the island economy.
The island’s  environmental
assels require a sustainable and
therefore gradual and limited
development of tourism.

X1.2.6.2.

The second activity is yachting
and windjammer tourism. This
requires a series of feasibility
studies for further investments.

ISLAND TERRITORY OF SABA

Table X1.8 presents the implementation matrix at the level of the Is-
land Government of Saba. At present, the maritime sector of Saba is
small. Considering the current idle capacity of the port, the
(autonomous) development of the Saba economy will not require
large investments in the port’s infrastructure. As for Statia, the pri-
orities for the Island Government of Saba should therefore concern
the possibilities to develop new maritime activities, such as inter-

island shipping, yachting and fishery.

Inter-island shipping

As indicated, Sint Maarten boasts a huge number of (cruise) tourists
in the high season. Small ferries from Sint Maarten to Saba already
carry about 50 day-trippers and divers each way per day. Clearly, the
possibilities of increasing the overflow of tourists to Saba should be
investigated. Modest numbers of tourists would already have a con-
siderable impact on the economy of these small islands. However, in
the case of Saba this would also imply an impact on the environment
of the island, which is its most important asset with respect to tour-
ism. In order to protect the environment, the Island Government has
wisely chosen a path of selective tourism development, laid down in
the ‘Integrated Tourism Development Master Plan’. The number of
tourists is consciously limited, while only sustainable activities are

promoted.
Marine tourism: yachting and small cruise vessels

The number of cruise ship calls has been going down for some years,
largely as a result of increased competition by alternative destina-
tions. In order to facilitate visits to Saba by ferries and cruise vessels
(windjammers), a single-point mooring buoy has been installed. The
current port infrastructure apparently hampers the development of
yachting and cruise tourism on Saba. In order to assess to which ex-
tent investment in the port can be justified, feasibility studies into the

various investment alternatives have to be performed.
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X1.2.6.3.

The third activity is fishery.
Ecologically sustainable fishing
on the Saba Bank could gener-
ate about 100 jobs on Statia and
Saba,

Fishery

Currently, only a handful of fishing boats from Saba and Statia oper-
ate on the Saba Bank, although its economic potential is significant.
The Saba Bank could generate 1000 to 1500 tons of fish each year,
providing jobs for over a hundred people on Saba and Statia.

As indicated, it is outside the scope of this study to formulate detailed
recommendations for the development of the fishing sector and the
processing of its proceeds. However, the sector certainly seems to
have potential and only relatively limited funds would be required to
develop it. Support for the fishing sector would include minor in-
vestments in facilities in the port(s) of Saba and/or Statia.
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Table XI.8 : Implementation matrix for the Island of Saba

Recommendations

Action(s) required

Facilitation of General Economic Growth

I Improve port organisation

2 Promote inter-island shipping

3 Stimulate cruise and day-tripper tourism

4 Monitor progress of impl jon

la Dcvelap port policy and port rcgulanons
b Develop master plan for the yachting and marina sector

@ Investigation Drpanlb:lhT.[es for shlppmg between Windwards (fcablbllll}' stud |

‘i Stimulate overflow of cruise tourists from Sint Maarten

b S imulation of international co-operation

i |nT.cn\1fy participation in Association of Caribbean States
‘Further improvement of the product Saba (|sl.md-nlzllud tac!o:s)

a
| |i'Promote strengths more actively: clean environment, etc.

ii Increase the number of attractions and facilities (c. g. n.slaumnls shopping)

i Tram personnel in tourist sector r and "taxi drivers'
b i_rnprovcmcnl of the perl of Fort Bay (port-related factors)
|1 |Provide mooring b tllll}} or berth for small cruise vessels (w:ndjdmmcm)
i Investigate feasibility of constructing marina infrastructure
iii Upgrade port Ln\'lmnmcnl improve (sanitary) facilities
¢ Constraint: selective grm\-’th in order to protect environment
A Fullow -up calendar ofagmemems and priorities: every 3 manths

Stimulation of the Maritime Cluster

2 Monitor progress of implementation

| Stimulate )fachliﬁ_g and related actvities

a  Construction of marina infrastructure and mooring facilities
i Perform market and (technical) feasibility study
i 'Seek k funding (KabNA. EU)or private investors
it Suppun private investments: tax holidays, Lr:umng
h Facilitation ol"rcgnslmtwn of yachts in the Netherlands Antilles
¢ Promotion of Saba as yachting destination
' 'i -Incn:a.s:. co-operation with other Windward islands: yachting tour
/d ! Constraint: environmental protection (STINAPA)

a I“ollow up calendar ol'agn.em:.nts and priorities: every 3 months
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Dretails in
Responsibility Priority Milestones Chapter

Harbour Master / Maritime Co-ordinator ~ high July 1998 X4
Harbour Master / Maritime Co-ordinator high July 1998 IX.4
BCC / Maritime Co-ordinator {external consultant) - top 1X.4
Maritiem Co-ordinator / Saba Tourist Bureau N top 1X.4
BCC (IDB Task Force) (co-ordination) ~ moderate 1X.4
BCC (IDB Task Force) . moderate 1X.4
Island govemment of Saba / Saba Tourist Bureau ' high h X5
Island government of Saba / Saba Tourist Bureau high IX.5
Island govemnment of Saba / Saba Tourist Bureau / private high B X5
Island government of Saba / Saba Tourist Bureau high B IX.5
Island government of Saba / Maritime Co-ordinator I - IX.5
Harbour Master / Maritime Co-ordinator / KabNa - high 1X4
Maritime Co-ordinator (extermnal consultant) B moderate Dec. 1998 X4
Island government of Saba / private initiatives high ' 1X4
Island government of Saba i top - -
BCC (IDB Task Foree) / external consultant top | -
Island government of Saba / Harbour Service " high i X4
Harbour Service (external consultant) ' top T Sept. 1998 XA
Island government of Saba - ~ moderate Dec. 1998 IX.4
Island government of Saba ' moderate | IX.4
SINA/VOB ‘moderate V3/IX4
Saba Tourist Bureau / national promotional organisation high - 1X.5
Maritime Co-ordinator / Tourism Associations | high IX.4
Island government of Saba B B top IX.4
BCC (1DB Task Force) / external consultant T wp ) | B -

© Policy Research Corporation N.V.
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Provision of beneficial boundary conditions

| Support maritime training and education ‘a  Organisation of demand-driven projects; flexible and phased approach
] 'i Centralise training on Curagao, decentralised projects on local demand
il Orgamsc short courses, both for seafarers and shon: based personnel
2 Increase promotion of maritime opportunities  a  Co-ordination of promotion efforts: ‘Dutch Caribbean’
o i ‘Stimulate co-(meranom’lmrgcr of promotional urgamsauons
|Imegrau. promotion: tourism, investment, et cetera
-|u No separate maritime promotion organisation
iv. Promote maritime prnl:.xsmns and career opportunitics
b Introduction of active e approach: pammpauon & organisation mtemallcmall:.r
3 Modemise safety and environmental regulations a Introduction of legislation for the port of Fort Bay and coastal waters
o © i Stimulate co-operation between harbour master, STINAPA, Coast Guard
4 Improve maritime govemment organisation ‘a Institutionalisation of the BCC (IDB Task Force) at national level
i Installation of Maritime Advisory Board
i Appmnt island reps in BCC and Maritime Advisory Board
i 5 Iii Appoint intemational maritime experts
¢ Division of responsibilities: policy-making versus operational services
H ‘Appoint Maritime C o-ordinator within Island Service for Economic Affair
-ii chular consultation: co-ordinator and harbour masters Windwards islands|
B o ] il |Dclegaie operational laéks to Harbour Service (Harbour Master)
5 Monitor progress of implementation a Fulluw-up calendar of agreemcnu and priorities: every 3 months

Stimulation of other sectors

| Tourism ) a fatlmulauon of tou tourism: high end of the market, ‘green’ tourism
© i Further i improve the attitude towards providing service Ihmugh training
lii [Support small-scale {tocai) initiatives: no guarantees, | but tax holidays, trai
|Bulld additional attractions and fac:llllesT improve qugi:ly of hotels
v |Increase promotion efforts, emphasise island characteristics
b Co-ordination ufpmmnllonal efforts: ‘Dutch Caribbean’
. |i [Co-ordinate promotion: establish Tourism Association'
ii |Promote 'marquee’ value of the island: 'Unspml:d Quu.n
2 Fishery o la ' Protection of the Economic Fishery Zone -
f o B | i Enforcement by Coast Guard
lii | Consider installation of Saba Bank Fishery Insitute
liii |Monitor development stock (fish and Iobster)
‘Stimulation of fishery on Saba and Statia
-i Subsidise sma-I-E pm_]z.cl-.s to lmpmve methods, fleet and material
. L |Con§m1cl mimimum facilities in the ports omenJulad and Fort Bay
3 Monitor progress of implementation la 'Follow -up ¢z calendar of agreements and priorities: every 3 months

Source: Policy Research Corporation N.V.
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Department / Island services of Education f moderate | Sept. 1998 VA/IXA
Department / Island services of Education moderate ' Va/l1X4
BCC (IDB Task Force) / Island Service of Education moderate VA/IX4
BCC (1DB Task Foree) (co-ordination) - Dee, 1998 =
BCC (IDB Task Force) ) moderate V5L IXS
National promotional organisation “moderate V3/L/IXS
National promotional organisation ) muoderate . V.51 1X5
National promotional organisation maderate V.5 IXS
BCC (1DB Task Force) / national promotional organisation high VELJIXS
Maritime Co-ordinator / STINAPA / Coast Guard - high July 1998 1%.4
Maritime Co-ordinator ) high 1X.4
Department of Economic Affairs C wp VA IXA
BCC (IDB Task Forec) i top I Sepl. 1998 1X.4
Island government of Statia top Sept. 1998 VA4/1X4
[sland governments B I top Sept. 1998 V4
Island govemmcn& of Windward islands high  Sept. 1998 X4
1sland governments of Windward islands I top Dec, 1998 1X.4
Maritme Co-ordinator B - B high '_J ) VIL4/TX.4
Maritme Co-ordinator high Vil4/1X.4
BCC (IDB Task Force) / external consultant 1 top ¢ ) -
BCC (IDB Task Force) (co-ordination) ! high ! IX.5
Department / Service of Education / Saba Tourist Bureau high ' : 1X.5
Island government of Saba i moderate i IX.5
Island govcrnrni:nl of Saba / private initiatives high/top 1X.5
Island government of Saba - high ) X5
BCC (IDB Task Force) (co-ordination) _ i - | Dec. 1998 -
Island government of Saba maoderate | W5/[./IX5
Saba Tourist Bureau / national promotional organisation ~ moderate ) COVSLIIXS
Kingdom of the Netherlands - ~top T VILS/IXS
Coast Guard / BCC (IDB Task Force) top | OVIILS/IX.5
National government / island governments . high - COVILS/IXS
Saba Bank Fishery Institute “moderate ' B VIILS /1X.5
Maritme Co-ordinator / Island govemments high ) VIILS /1X.5
Island governments / KabNA / EU - ' high | VIL5 /1X.5
Island governments / KabNA /EU " high | | VILS/IXS
BCC (IDB Task Force) / external consultant : top =

© Policy Research Corporation N.V, -289-
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XI.2.7.

The implementation matrix for
the Netherlands and the King-
dom is given in Table X1.9.

The recommendations are di-
vided info three categories.

X1.2.7.1.

The first category concerns

‘development policy’, of which

the most important elements are

- streamlining of the con-
cerning  application  for
Sunding  for development
projects;

—  support with regard to up-
dating and  streamlining
overall legislation.

X1.2.7.2.

The second category concerns
‘maritime issues’. of which the
most important element is the
guidance in establishing an
independent ship's register.

THE DUTCH GOVERNMENT AND THE KINGDOM

Table IX.9 presents the implementation matrix at the level of the
government of the Netherlands and the Dutch Kingdom. The recom-
mendations are divided into three categories: ‘development policy’,
‘maritime issues’ and ‘general principles for the government of the

Kingdom’.
Development policy

Existing channels for the funding of development projects through
the Cabinet for Netheriands Antillean and Aruban Affairs (KabNA)
and the Department for Development Co-operation (DEPOS) should
be improved where possible. At present, the application procedures
frequently take a long time. On the one hand this is because appli-
cants provide incomplete information. On the other hand, the existing
procedures often leave room for debate and discussion. By evaluating
projects on their individual merits using a uniform instrument on the
basis of objective (economic) arguments, the task of KabNA’s could
be considerably facilitated. The development of a uniform project
evaluation methodology is therefore recommended.

If requested to do so, the Netherlands should provide the Netherlands
Antilles with support in updating the overall legislative framework..
In this respect it is very important to set objectives before new legis-
lation is developed or the relevant legislation of the Kingdom is
adopted. The Netherlands should avoid overburdening the Antillean
administration with new legislation. The principle of subsidiarity
should be applied, which implies that new legislation should be in-

troduced at the lowest governmental level possible.
Maritime issues

As indicated, with respect to maritime affairs, the most striking as-
pect of the relationship between the Netherlands Antilles and the
Netherlands concerns the registration of ships. The Netherlands
should facilitate and support the increased independence of the ship’s

register of the Netherlands Antilles.
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To this end, some of the existing legislation at the level of the King-
dom will have to be either changed or abolished, especially legisla-

tion concerning the safety and manning aspects of sea-going vessels.

Moreover, the Statute of the Kingdom (Koninkrijksstatuut) already
allows for the introduction of legislation which would grant the
countries the right to use separate (trading) flags. Such legislation
should be introduced to allow a powerful marketing strategy by the

private operator of the Antillean ship’s register,

XT.2.7.3. General principles for the government of the Kingdom

The third category comprises In general, the Dutch government and its civil servants should con-
‘general principles for the gov- . . :
ernment of the Kingdom ' and, in sider and treat the Netherlands Antilles like any other favoured de-

particular, addresses the atti-

ks i the: Diieh SoNEeRent 1o veloping country, not as a former colony. This also means that the

the Netherlands Antilles, which  Dutch government should no longer respond to Antillean demands
should be regarded as a ; ) .
‘favoured developing country’ for support, which take advantage of the country’s colonial past. This

rather than as «a former col-

any requires a change to a more objective and detached attitude. Moreo-

ver. one has to realise that solutions to Dutch problems are not al-
ways applicable to the Netherlands Antilles. The nature and scale of
the problems are completely different. Furthermore, the government
of the Netherlands (as well as the Netherlands Antilles) should avoid

entering into emotional debates, such as the registration of ships.
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Table X1.9 :

Implementation matrix for the Netherlands and the Kingdom

Action(s) required

Development policy

Improve functioning KabNA o 'a

Development of a uniform instrument for the evaluation of projects

b Adjustments in project evaluation pmcedllrcs

i |Reduce red tape in evaluation of projects
||| ‘Evaluate {smai!!prqects on mdmdual basis, no more ‘project paLkagﬂ!S

2 Provide assistance in legal matters (at request) “aIntroduction of New Fiscal Framework
) B b Modernisation of general legal framework i |
o ( .i [dt.nhfy goals and nbjécl:ws before d devn.lupmg legislation ! :
o l¢ Modernisation and upg g of maritime legisl |
) I (‘hange "Schepenwet! (Sh:pp:ng Act) o I
Maritime matters

| Change relationship with respect to the registration la

2 Change maritime legislation at level of Kingﬁbm a

l[nl.roducllon of separale registers and ms;:cc. ions

i Confirm more independent position of'the Netherlands Antilles: separate flag
i Armrange membership of international orgamsahcns (e g IMO)

liii Stop inspections of List | vr.-;scls complete separation

Facilitation of more independent pos position of the Antilles

i Reduu: legislation at level ngdom with T respect to snf'ely and manning (; (Schcpcr!wu)
ii "Provide assistance {on rcquesl) to Netherlands Antilles to fill it voids in legi

il -Inuoduce possibility to use separate (trading) flags within the ngdorn

Ik Lstabl.l.si\ﬁ:ent of new relationship on basis of Port State Control - |
i ?xo focus on ships of the Netherlands Anhll:.s |
General Principles for the government of the Kingd
I Change paternalistic attitude towards Antilles  a  Introduction of more abjective and isiness-like attitude
2 Stap transferring 'Dutch’ systems and solutions  a  Seale of the Antillean economy and prol problems demand different solutions
i ) ) b Antillean 'Ieglalam'c apparatus cannot cope with Dutch-type Ieglslatmn
3 Stop thinking in terms of ‘competences’ @ Work towards practical solutions - B
4 Avoid debate on the basis of emations |£l |[)Lc1smm should be based on objective (cconomic) arguments =
5 Change exisiting project-relayed support h ‘Support on the basis of Iong term plans (program financing)
' e Munnonng ufpmgrams_]oml responsibility of Antilles and Nn.lh:.rlands
6 Increase 'soft’ support - _'a IM.uma:r_l balance between 'hard' and 'soft' measures
7 Modernise the 'Statuut’ a  Clear identification of competences
) "b' Principle of Subsidiarity
8 Detend interest of the Antilles in the EU a Labmage
) _'b OCT arrangement - o

Source: Policy Research Corparation N.V.

-292-

© Policy Research Corporation N.V.

s iRl ak ¢ 8 57T THTT N T



Conclusions and Recommendations

|
Details in
Responsibility Priority Milestones Chapter
1
KabMNA (extemal consultant) ) ) ' top " Dec. 1998 V.5
KabNA / DEPOS B ~ high g )
KabNA /{ DEPOS - '~ high i
KabNA / DEPOS - T high i )
Govemment of the Netherlands Antilles / Dutch Ministry of Finance high - V3I/Vs
CBJAZ / Dutch Ministry of Justice / KabNA (external consultants) | high i V.5
Government of the Netherlands Antilles (external consultant) top I V.5 i
Dutch Ministry of Transport / Dutch Ministry of Justice high \E
Dutch Ministry of Transport / Dutch Ministry of Justice high V4
! [
Duteh Ministry of Transport / Dutch Sluppmg Inspectnmlu’ SINA high Scpi_ 1998 Vi
Dutch and Antillean Ministries : Transport /SINA ~ high N V.3
Dutch Ministry of Transport / Dutch Ministry of Justice B moderate | V3
Dutch Shipping Inspectorate / SINA B  high a V.3
| Dutch Ministry of Transport / Dutch Ministry of Justice o | high Sept. 1998 V3
| Dutch Ministry of Transport / Dutch Ministry of Justice high b V.3
Dutch Ministry of Transport / Dutch Ministry of Justice ) ‘moderate V.3
. Duteh Mi imslr}f of Transport / Dutch Ministry of Justice | high ) V3
Dutch Ministry of Transport / Dutch Shipping Inspectorate / SINA high ! | V.3
Dutch Shipping Inspectorate i B high ) Vi3
]
£ | - ) _
| Dutch government in general high -
Dutch government in general N top P B
| Dutch government in general ___ ) !' i top q =
| Dutch government in general top 1 | -
: Dutch govemment in general i high ) -
Dutch government in general i i high i -
Dutch government in general / KabNA / Antillean government high i I -
Dutch government in general i high ) .
| Dutch govemnment in general ) ) top -
. Dutch government in general - ' top i -
i Dutch government in general / Dutch Ministry of Transport high - ' -
Dutch government in g{:m:rul i moderate ) V4 -
|
i' © Policy Research Corporation N.V. -293-
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XL.3.

This study provides a large
number of concrete policy rec-
ommendations, which are laid
down in a readily imple-
mentable plan for the develop-
ment of the maritime sector of
the Netherlands Antilles.

The recommendations constitute
a FRAMEWORK POLICY with
MARITIME FOCUS, and will
generate considerable economic
growtl.

The implementation of the rec-
ommendations should be the
responsibility  of the Beleid-
seodrdinatieccommissie  (BCC)
also known as the IDB Task
Force, but will require the sup-
port of all other parties in-
volved.

CLOSING REMARKS

The Economic Impact Study (EIS®) for the Maritime Sector of the
Netherlands Antilles has provided decision-makers with an insight
into the composition of the maritime sector and its economic signifi-
cance. Moreover, the study has identified the strengths and weak-
nesses of the sector and its subsectors. In order further to develop the
maritime sector, policy alternatives have been developed and evalu-
ated. Based on the ex ante evaluation of the policy scenarios, the A-
EIS project has resulted in a large number of detailed and concrete
policy recommendations for all levels of government involved.

In brief, this report presents a readily implementable plan for the
further development of the maritime sector of the Netherlands An-
tilles. The expected effects have been quantified beforehand, and
show that the implementation of a FRAMEWORK POLICY with
MARITIME FOCUS will generate over 3 600 jobs and nearly 200
million NA/. in value added. Finally, the additional backflow to
the government of over 40 million NAf. a year is expected to easily
outweigh the costs related to the implementation of the FRAME-
WORK POLICY.

By means of the bottom-up approach, Policy Research has succeeded
in providing the policy makers of the Netherlands Antilles with a ba-
sis for the further implementation of these recommendations. The
top priority for the government of the Netherlands Antilles should
now be to institutionalise the ‘Beleidscodrdinatiecommissie’ (BCC),
better known as the IDB Task Force, making it a central government
body. The BCC should co-ordinate and monitor the implementation
process of the A-EIS project. Moreover, it is of the utmost impor-
tance that Key Players in the various subsectors should assume their
responsibilities and take the lead in the further development of their

sector, building on the momentum of the A-EIS project.
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ANNEX A LIST OF INTERVIEWED KEY PLAYERS
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|
Naam / surname Voornaam / name Functie / function :
Aster Karel Jan Managing Director
Bakmeijer s.C. ) -Managing Director |
Barnard 15.C. Directie Int. Fiscale Zaken !
Beharie Neville O. ~ Economist Advnsor Region 3 |
Bennett-Merkman iEEis 'Commissioner |
Beukenboom R. (_nedeputeerde economische zaken |
Blok T. B ‘Direkteur |
Blokland |Maureen ~Head Department Preliminery National Accounts '
Born 'Peter " Loods _
Britt Richard 'Director
Brown ‘Clarence W. Terminal Manager
Bruney 'Franklin _‘_sfuppmg Coordinator
Buncamper ‘Eddy Director .
Calmera !Runy - ‘Medewerker algemeen economische beleid rl
Camelia-Rémer s, ‘Statenlid B |
Chacuto “Abrin o Pennlngmeester '
Chak IS|gr|d Y.Ng Hoofd dienst onderwijs
Chance ~ 'Hubert ‘Chairman - Supervisory Board of Director
Chance Capt. L. Minister Verkeer, Vervoer & Telecommunicatie
Chemaly 'Deanna Directeur a
Chong ~ RamonR. 'Hoofd van Dienst -
Colmenares " Eliecer I. |Terminal Man_agcr N
Comenencia [Paul R.J. 'Executive Director N
Corporaal 'Hans a Man&igmg Director )
Cova :Marcos F.A. a |D|v|smn Manager LPG, Retail & Aviation
Cova |Errol Pres:dem
Crawford K_enny o o
Croes M. ] .
Curiel iRm_dj' 'Executive Assistant to the Commissioner
Daal E. I o
Da Costa Gomez EFrank " 'Direkteur o
Daryanani _ '1.1.P. Managmg Director
Davelaar ) Charles Managmg Director
Deen AG. a [Principal Surveyor
de Freitas mevr. M. i '
De Jongh E. IManager Curagao / eigenaar o
De Jongh . h .Kdanager Bonaire B
De Jongh-Hart |G. N o ‘Representative .
De la Fuente BiX |Directeur / eigenaar |
De Lannooy ]l-.r5|1|a Th. M. ) !Econcmic Policy R |
De Veer Eduardo "President and Chief Executive Officer
de Wit ‘Jan Managlng Director o
Dragt Dirk Attorncy at law
Eikelenboom "Hendrik J. President o B
Eisden " Cedric chcputeerdc Economische zaken B
Elias ;Gregory o fLa@cr- Mariaging Director
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Annex A: List of Interviewed Key Players

Organisatie / organisation

Rol / role A-EIS project

Curagao Port Services Inc., N.V.

Ing Fatum B
Ministerie voor Financién, Nederland
Inter-american Dcvciopment Bank (IDB)
The Island Government of St. Eustatius
Eilandbestuur van Bonaire
ZEHATRAN

CBS

Curagaose Loodsen Vereniging (CLV)
Shipping Insp_ectoratc NA (SINA)

Statia Terminals N.V.

S.E.L. Maduro & Sons (WI) Inc.

St. Maarten Port Services N.V,

Dienst Economische Zaken _Curaqa_o

PNP ' N

ABVO

Servisio di Ensefiansa

Sint Maarten Ports Authority N.V. (SMPA)
Decro Trust N.V. -
Dienst Economische Zaken

Bonaire Petroleum Corporation N.V.
Curagao Chamber of Commerce & Industry
Skibs Hassel Antilles NV
Curoil N.V. )

Kamara Sindikal

Maduro & Curiel Bank

Rocargo Services NV

Island Government of Curagao
Bank Nederlandse Antillen
Gomez Enterprises B
Hermanos Lalo

Hato Area Developm_e;nt Company
Lloyd's Register of Shipping
ASINA B

Don Andres Shipping Curagao
Don Andres Shipping Bonaire
Don Andres Shipping Curagao
Pecters Divers Corporatié_n
Department of Economic Affairs
Meta Corp B
Intis

Nauta Dutilh

Antelecom

Eilandbestuur Curgao -

Intertrust N

Lid prepcom

Lid stuurgroep

Voorzitter stuurgroep

Lid prepcom

—
Lid prepcom
'Lid_ prepco_m

LEI prepcom B
plv. Lid stuurgroep / lid prepcom
|

Lid prepcom

Lid prepcom
| ks

'Lid stuurgroep
jLid | stuurgroep
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Ellis Maarten 'Professor
Eshuis 'André '
Evertsz ‘Mario Managing Director
Ferreira JLAM. "Docent
Fleming ‘Diana Head Department Economic Affairs
Fraai |Renald 'Vertegenwoordiging Nederland
Frankel 'R. ‘Havenmeester Curdwu
Geysen JROEI Manag&r Busmess Deveiopment n
Gielen : Directeur
Gijsbertha Carlos ITfAccountmg Manager
Gijsbertha IRandolf President
Gittens ‘Murvin H.V. [Harbour Master B
Godett ' |Anthony ‘Statenlid
Goedgedrag "Frits |Gezaghebber
Gonzales iLex 'Anorncy at law
Goslinga Jochem "Adviseur
Gustowski ~ Stevel. ‘Shipping Manager ) a o
Haal IK.AN. Director
Hansen ~ OleGeisler 'Royal Danish Consul N
Hassell B ' IJamcs Ray 'Island Council Member )
Hassell ~ Steve ‘Commissioner o N - B
Heyliger ) |Theo :Gedeputeerde Economische Zaken
Henriquez Harold Minister of Finance
Hernandez Javier [Direkteur o a B
Hoffmann ) ~ llan ~ Economista Maritimo Unidad de Transponc
Hoo 'Sonny Havenmeester Port of Phlhpshurg
Huisman |Ekkc Managlng Director
Hunzmga LH Belcldsmedewerkerfplv Directeur
[gnacu) - o "_iRoIH Vice-voorzitter )
Isabella 'S. V|ce-vonrzmer o o -
Jansen N .JH
Jansen B TwWH ~ advocaat
Jeanpierre “Eric " |Directie
Johnson Eddy "Pilot
Klein Schiphorst ‘Beleidsmedewerker
Kruithof - “Jan 'Mlnlsterle van Financién Nederland
Kuster lIvan 'Hoofd dienst Financién
Lagendijk a ' _E L Managmg Director
Lapré ) ) - Marcella A Beleldsmedewerker
[.indcndérp o ~ Bert Directie
Locadia |Etienne R. ;Lt Governor - -
Lopez Ramirez Richard Managmg Director o - -
Marchera Norman Adjunct TIsland Secretary
Marcos IR - Penmngmee ster
Martina ) Don |Sla1enl id - o =
Meijer |Hug0 Managmg Director
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Loyens & Volkmaars

Smeets, Advocaten- notarissenkantoor
Curagao l‘jrnogdok Maalschapp-ij_
Zeevaartschool N.A. '

Island Government of Sint Maarten
Curagao Inc.

Curagao Ports Authority B

Curagao, Inc. o

Cargill

S.E.L. Maduro & Sons (Curagao.) Inc.
Petroleum Workers Federation of Curagao
Harbour Service Statia

FOL

Eilandgebied Bonaire

Zielinski & Gonzalez, Law Offices
Departement Verkeer & vervoer
Bonaire Shipping Co. Ltd.
Continental Milling

M & MC Associates

Saba

Island Territory of Saba

Sint Maarten

Council of Ministers

ISLA Refinery

Sint Maarten
Indel
ABVO

Petroleum Workers Federation of Curagao
New World Shipping a

de Brauw, Blackstone en Westbroek
Belastingen Nederlandse Antillen

Sint Maarten Ports Authority N.V. (SMPA)

Fiscale Faciliteiten Zeescheepvaart
Eilandgebied C uragao

Lagendijk Shipping Curagao
Shipping Inspectorate NA (SINA)

Int. Fiscale Zaken

Island Territory of Sint Eustatius
Curagao Port Authority

Island Territory of Sint Eustatius
Petroleum Waorkers Federation of Curagao
MAN

S.E.L. Maduro & Sons (Curagao.) Inc.

Lid prepcom

Lid prepcorﬁ

Lid stuurgroep
Lid prepgm”

Lid prepcom

Lid i_t_uurgroep

Lid stuurgroep
|Lid prepcom

Lid stuurgroep

UN CEPA : Comision Econdmica para América Latina y el Caribe

Lid prepcom

Kabinet vor Nederlands-Antilliaanse en Arubaanse Zaken

Lid prepcom
Lid prepcom

Kabinet vor Nederlands-Antilliaanse en Arubaanse Zaken

W_erkgroep methodologie

Lid stuurgroep / lid prepcom
|

Lid prepcom / plv. lid stuurgroep

Lid prepcom
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Meijnders Erwin |Sectorleider Maritieme Infrastructuur
Melfor :Giovanni 'Director
Mendes De Gouveia Eduardo 'Managing Director
Mulders B.W.AM, [ - o
Nederlof Remco Financial Manager
Nederlof |Ton o Managing Director
Nieuwpoort |Ger 'Hoofd Afdeling Zeescheepvaart o
Nothias Pierre "~ General Manager o
Offerman o |G.R.I \Business Economist Economic Policy 1
Oostvriesland 'Michael L. Director
Paige o |Michele M. [President -
Pascal |E.v. ‘Executive Assistant to the Minister
Paulina |Elfried "~ Head General Economic Policy |
Pelgrim "~ George President o
Pennings ‘AC.
Pengel-Calmez, mevr. v |Beleidsmedewerker
Perret-Gentil " H |President -
Peters jLibcria “IMedewerker mevr. Camelia-Ramer |
Ponsen (11, Direkteur
Pourier Miguel ‘Premier van de Nederlandse Antillen
Priest |Leonard F. ‘Commissioner -
Profas Alfeo 'Wnd. Landsbemiddelaar N
Richardson D. Gezaghebber
Rodrigues [ [Manager Personnel & Organization
Rojer 'Hubert Voorzitter -
Romero AG. |Onderdirecteur Financieel-Economische Zaken
Rossen AJG. 'Hoofd dienst Financién
Rouse | Lasil T Director o
Saleh H ‘Gouverneur van de Nederlandse Antillen
Salzbach "Angel ‘Gedeputeerde
Saverys ‘Virginie o 'Director. General Secretary .
Schmidt o 'Carlyle |President
Scholma ‘Mark ~ |Loods o
Schriel ‘Robert ! N
Schrijver {Henk ‘Manager Marketing Research o
Seferina iO.A. ‘Directeur der Belastingen en Douane
Semerel |Oscar 5 -Algemeen Sekretaris
Seraus John 'Assistant Managing-Director
Siebesma ~ CB. |Managing Director T
Sierhuis Jan ‘Niaﬁager Marketing and Commercial Affairs
Sillé R.LL. 'Departement Financién [
Sint Jago [Rob J. 'Havenmeester -
Sint Jago Eﬁ "Hyportheekbewaarder
Smeulders |Eric - _Minaging Director
Smit |Sandra Landsbemiddelaar
Sollman Philip Directeur
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Ministerie van Verkeer & Waterstaat DG Goederenvervoer
Department of Economic Affairs Netherlands Antilles Lid stuurgroep
Curagao Inc. ) B Lid prepcom
Nationale Investerings Bank - ' -

Dammers & Van der Heide. Shipping & Trading (Antilles) Inc.

Seatrade

Ministerie van Verkeer & Waterstaat DG Goederenvervoer Lid stuurg_ruep
Curagao Trading Co. (St Maarten) N.V. ) i

Departement Economische Zaken plv. Lid stuurgroep

Foreign Investment Agency Curaqao
Florida Caribbean Cruise Assaciation

Departement Verkeer & vervoer |
Department of Economic Affairs Werkgroep methodologie

Carribean International Maritime Co N.V. (lmermar)
Seacon Ship Management Lid prepcom

Buitenlands Economisch beleid Dcpartemem EZ
HAPEQ Shipping Corporation N, V.

Staten Nederlandse Antillen

Dammers & Van der Heide Shippirig & Trading (Antilles) Inc.

Government of the Island Territory of Sint Maarten
Bureau Landsbemiddelaar i
Eilandgebied Sint Maarten

Curagao Dr}rdouk Company Inc.

ABVO -
Bank van de Nederlandse Antillen ) |Werkgroep methodologie
Eilandgebied Bonaire Lid prepcom

Statia Port Services
|

Eilandgebied Curagao ) - 'Lid stuurgroep

i . . 1 =} =

Carlyle Shipping

CLV

REMPEITC

Tourism Curporatmn Bonaire

Directie der Belastingen N.A.

Central General of Curagao Workers

Aruba Ports Authority N.V. h

Anthoom Trust Company N.V.

CPA Lid prepcom

Directie B'elasting-en - - ) 'Lid stuurgroep / lid prepcom
Kra!cnduk (Bonaire) ) B - plv. Lid stuurgroep B
Nederlandse Antillen N i ) | ' -

Curinde - N - Lid prepcom )
Bureau Landsbemiddelaar i __ | _

IMTA o B
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Sorton S.AE. 'Lt. Governor
Statia 'Carlos I. Funshonario Ensefiansa Tekmka -
Statie O Havenmeester Bonaire B
Stewart-de Geus Lily-Anne Director of Product Development
Suarez Garcia Enrique [Commercieel direkteur
Ten Hoopen |H.G.H. Directeur
Tijssen “Theo Directeur Economische Zaken
Tjon Tam Pau ‘Mildred ~ Lid Commissie Modernisering Scheepvaart
Tromp ’B. - '
van Bebber Matthieu 'Directeur
van Burken [Ronald T B - -
van Buurt Gerard Beleidsmedewerker N
van den Nieuwenhuyzen Joep Al h 'Chairm% & C.E.O.
van der Biezen Christina ) Prqect Managcr - i N
van der Kwast ,l-!cnry A - ‘Chief Executive Officer a
van der Laan N - Eilandsecretaris
van den Stoom B ‘Wim F. ‘Account Managcr
van der Sluys [Brent ‘Business Unit Manager )
van der Vuurst D. - iBaeidsmedcwerker -
van Klaveren i.loh; Beleidsmedewerker
van Vliet .Idép i ‘Managing Director i
Veenhuizen ~ Doedo ‘Deputy Director Commerclal & Financial Affa:rs
Velasquez 'Bobby President/CEQ
Versluis ' Anthonie F. |Industrial Eng. Business Administration
Voges [Jacky Directeur - B
Volbeda BJ. B Managmg Dxrecmr
Vroon |Piet ~ Directeur/Eigenaar -
Willem ‘Mike |M|n|5ter Sociale Zaken & Arbeid
Wind GK. ‘Managing Director a
Winklaar Aquilles Th, Financial Controller -
Woodley JCA. _Gedepuleerde Economische Zaken
Wygac?ts ) Luc Spec:allst Offshore banklng -
Zimmerman 3 "Juan Pahlu - |Eresn:lem ) B
Zuniga [Marco
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Island Territory of Saba

Servisio di Ensefiansa

Haven en Loodsdienst

Tourism Corporﬁtian Bonaire
Curagao Droogdok Maatschappij
NLSI - :
Eilandgebied Bonaire - -
Centraal Bureau Juridisch & Algemene Zaken - |
Kralendijk Port Services ) '
Avond-MTS Curagao

ISLA Refinery

Department of Agriculture, Animal Husbandry and Fisheries.
RDM Technology Holding )

Foreign Investment Agency Curagao

Maduro Holding Inc.

Island Territory of Saba

CITCO - Curagao International Trust Company N.V.

Smit International (_Antilles) NV -

Kabinet vor Nederlands-Antilliaanse en Arubaanse Zaken
Milieu & Infrastructuur KabNA N

Anthony Veder & Co. N.V.

CPA

Bobby's Marina N.V. - St. maarten N.A.

DEPOS )

Stichting Monumentenzorg

Nationale Investerings Bank

Vroon B.V., Shipowners, shipbrokers & shipmanagers

CEMAR

Bonaire Petroleum Corporation N.V.
Eilandgebied St. Eustatius )
KPMG

Kooperativa di Transporte Multiple

Sint Maarten Port Services -

Lid prepcom

Lid prepcom

Lid prepcom .

Lid prepcom

Lid prepcom
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Annex B: The Contents and Role of Input-Output Analysis

ANNEX B

B.1.

Since its advent in the 1920s,
Inpur-Output  Analysis has be-
come an established tool for the
analysis of economic interde-
pendence among  sectors and
regions.

In the basic Inpui-Output model,
the final demand of households,
government,  investors  and
foreign  sectors generales a
‘rippling effect’ of intermediate
demand for the inputs of all
sectors.

THE CONTENTS AND ROLE OF INPUT-OUTPUT
ANALYSIS

INTRODUCTION

Input-Output Analysis derives its name from the work of Wassily
Leontief, which earned him the Nobel Prize in economic science in
1973.. Leontief’s aim, like with Léon Walras’ a hundred years before
him, or even earlier Frangois Quesnay’s “tableau économique” was
to analyse the interdependence of a country’s industrial sectors in a
systematic way |. This is why the term infer-industry analysis is
sometimes used. The body of literature on Input-Output Analysis is
vast and articles on the subject have appeared in almost all journals

of economics and regional science2.

The principle behind Input-Output Analysis is relatively simple. Each
sector produces goods or services to satisfy:

— the intermediate demand of all other sectors in an economy that
use its output as an input;

— the final demand for consumption and investment goods.
including all demand from abroad.

Final demand is usually considered exogenous. This means that it is
assumed to be independent of the producers’ output decisions.
Instead, a change in final demand may be due to changes in tastes,

price, disposable income or government expenditures.

1 Sec Leontief (1936, 1966).
2 Thorough reviews of regional Input-Output models can be found in Polenske
(1980) and Rose & Miernyk (1989).

© Policy Research Corporation N.V.
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This  effect  may, however,
constitute an  overestimation.
This will be the case if the
resources needed to produce
inereased  output  must  be
released from other activities.

The basic reasoning behind Input-Output Analysis is that a
change in a commodity’s final demand will not only have an
impact on the sector(s) producing that commodity, but also on all
supplying sectors. In turn, the supplying sectors will also demand
more inputs, and so on. Thus, a ‘rippling effect’” is generated and
dispersed throughout the economy. By the time the “ripple’ subsides,
total spending exceeds initial spending, total production exceeds the
production for final consumption, and total employment exceeds
employment in the production of the goods for final consumption.
The strength of Input-Output Analysis lies mainly in its ability to
capture and summarise these multiplicative indirect effects on

output, household incomes and labour requirements.

It must be stressed that the economic effects thus derived only reflect
gross impacts. A net impact would also reflect all opportunities
available elsewhere in the economy for the resources used directly by
the sector and indirectly by the other sectors. In other words, in a
situation of full employment of labour and/or capital, the resources
needed for increased demand must be released from the production of
other goods and services, and the net effect may ultimately be
negligible. Input-Output Analysis does not take account of such
secondary effects. Likewise, if the demand change is negative, Input-
Output  Analysis does not account for the re-employment

opportunities of the resources released from production.

In practice, however, it is unlikely that the net effect will deviate

significantly from the gross effect:

- as full employment only holds in rare cases, it is not likely that all
resources needed to satisfy increased demand will have to be
released from other uses. Such problems may only exist in the

short run if there is a shortage of labour with the specific skills
needed;

— it is not likely that all resources that become unemployed after a
fall in demand will immediately find new employment.

So, the gross effects measured by Input-Output Analysis may
constitute an overestimation of the actual effects, which is, however,

not expected to be very considerable. Moreover, the gross effect

-A.12-
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Annex B: The Contents and Role of Input-Output Analysis

The basic data source is the
Input-Owipnt table. This study
will, however, utilise a Supply &
Use table, which is closely
related to an Input-Owiput table.

B.2.

In a Supply table,

— a column shows a sector’s
supply of goods and services,;

~ a row shows the total sales of
a good or service, including

shows the extent to which re-employment opportunities need to be
sought in the case of decreasing activity in a given sector.

Traditionally, the Input-Output table is the basic data source for
Input-Output Analysis. An Input-Output table gives a detailed
representation of the goods and services flows between sectors. An
Input-Output table is therefore compiled on a sector by sector or a
commaodity by commodity basis. This study, however, uses a ‘Supply
& Use table’, which explicitly interrelates sectors and commodities,
i.e. sectors making commodities and sectors using commodities. Its
advantage therefore lies in the explicit consideration of sectors and
commodities. An increasing number of countries are now compiling
such tables in accordance with United Nations recommendations3,
which show that the Supply & Use table actually serves as a basic

source for the compilation of Input-Output tables.

THE SuPPLY & USE TABLE

Formally, the Supply & Use table of an economy is described by two
types of linear equations. The first type shows the demand for and
supply of goods and services in the economy. The second type shows
the sales and cost account of the sectors. Usually, imported goods
and services are included in the first type of equations, so that the
‘rest of the world” is considered as a separate “sector’ in the second
type. Figure B.1 gives a simplified representation of the Supply &
Use table for Curagao. For illustrative reasons, the rows and columns
for transport and communications are explicitly given. These rows

and columns do, however, not aim to be complete.

The origin of a commodity used in the economy is found by reading
across the relevant row of the Supply table. In the case of transport

and communications, the services are either supplied by the transport

imports. sector or imported. Note that a commodity may be supplied by more
than one sector. For example, building materials are produced by
both the mining sector and the manufacturing sector.
3 See CEC et al. (1993).
© Policy Research Corporation N.V. -A.13 -
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Annex B: The Contents and Role of Input-Output Analysis

In a Supply table,

a column shows a seclor’s
supply of goods and services;
a row shows the total sales of
a good or service, including
imports.

In a Use table,

a column shows a sector’s
outlays  for  goods and
services, labour, capital,
entrepreneurship and faxa-
tion;

a row shows the intermediate
‘and final demand for a good
or service,

The tables thus give a detailed
description of

intermediate  deliveries  bei-
ween seclors]

Jinal demand:

primary cost, including value
added:

market shares,

The origin of a commodity used in the economy is found by reading
across the relevant row of the Supply table. In the case of transport
and communications, the services are either supplied by the transport
sector or imported. Note that a commodity may be supplied by more
than one sector. For example, building materials are produced by

both the mining sector and the manufacturing sector.

The demand for a commodity is found by reading across the relevant

row of the Use table. In the case of transport and communications the

services are, among others, bought by:

— mining for the transport of stone;

— manufacture for the transport of containerised goods:

— other services for providing on-line information;

— households for providing telephone services;

— foreign companies for servicing the country’s imports and
exports.

The intermediate demand is given in the upper left area of the Use

table, the final demand in the upper right. Note that for transport two

categories of final demand are not defined. First, sales to government

are usually considered intermediate deliveries to a ‘public services’

sector. Second, the transport sector does by definition not produce

investment goods.

Obviously, the total supply of a commodity as given by the Supply
table must match its total demand as given by the Use table. So, for
each commodity the row sums of both tables should be equal. For
goods, this is not obvious at first sight. Supply surpluses may be
stocked, shortages withdrawn from stocks. As variations in stocks are
considered a part of demand, however, the goods’ row sums of both

tables should be equal by definition as well.

As a consequence of the row-wise representation of the commodities,
the sales and cost account of a sector is found by reading vertically
down the corresponding columns. In the case of transport, the sector
for example:

— sells transport services;

— sells communications services;

© Policy Research Corporation N.V.
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The Supply table presents the
sales structure, while the Use
table contains the cost structure.
The Use table also provides
information on the purchase of
primary costs, which generate
value added in the production
process.

The relations described in a
Supply & Use table are fairly
stable over time.

— buys victuals from the agricultural sector;

— buys fuel from the manufacturing sector;

— buys finance and insurance from the other services sector;
— pays taxes and receives subsidies;

— employs labour, capital (depreciation) and entrepreneurship
(profits).

The sales are given in the Supply table, the costs in the Use table.
Hence, the Use matrix does not only give the purchases of
intermediate commodities. It also gives payments to primary
production factors, such as labour and capital. Profit is thereby
interpreted as payment to a primary factor called “entrepreneurship’.
These primary costs are found in the lower left area. They are
labelled value added, as they represent the (sales) value that is added
to the (purchase) value of the goods and services used in the
production process. Of course, as the profits are included in the costs,
the total sales of a sector must match its total costs. So, for each

sector, the column sums of both tables should be equal.

Note that the use of transport equipment is embodied in depreciation
and thus included in value added. This implies that their purchase is
not recorded as an intermediate input, but in the investments column
of the transport equipment sector, which is part of manufacturing in

Figure B.1.

The number of commodities and sectors included in a Supply & Use
table can vary from a few to several hundred. This depends on the
desired level of disaggregation and the particular problem at hand.
For example, transport can be considered as a single sector or, as in

this study, broken down into its subsectors.

As compiling Input-Output and Supply & Use tables is an expensive
and time-consuming exercise, they are often outdated by the time of
issue. This ecriticism is, however, sometimes unjustified. A
considerable body of research has reported on the remarkable
temporal stability of inter-industry relations. Furthermore, rigorous
techniques to update the tables with minimum data requirements

have also been developed.

-A16 -
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B.3.

B.3.1.

As the variations in stocks are
included in final demand, the
corresponding row sums of the
Supply and the Use table are
logically balanced. They give
the market equilibrium  per

With the advent of inexpensive computing power, the problems
related to the computational requirements of Input-Output Analysis
have virtually been eliminated. The methodology has thus become a
widely used tool in policy evaluation. The United Nations is
recommending it as a planning tool for developing countries and has
sponsored a standardised system of economic accounts for the

development of Input-Output models?.

THE BASIC MATHEMATICAL REPRESENTATION

SuvprprLy & USE TABLES AND NATIONAL ACCOUNTS

Let ujj be the value of commodity i purchased as an input by sector j.
Then. the total demand for commodity i (g;) is distributed throughout

the economy as:

commodity. - )
=>u, +f, =1l (IL1)
f=l
where f; represents the purchases of commodity i for final use and J
the number of sectors. It is thus given as the sum of the elements of
the corresponding row in the Use matrix. The total supply of
commodity i is given as the sum of the elements of the corresponding
row in the Supply matrix:
J
g, =2,v, +m, i=1,..00, (112)
j=1
where vjj is the value of commodity i sold by sector j, and m; the
import value. Total demand and supply in the economy is thus given
by summing (Z.1) and (/1.2) over i
! I !
0=200,= 22, + 2.,
i=1 i=1
ZZ ; (11.3)
In simplified notation, (/1.3) is written as:
U+F=V+M, (IL.4)
4 See, for example, Bulmer-Thomas (1982) and Miller & Blair (1985).
© Policy Research Corporation N.V. -A.17-
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Economic Impact Study (EIS®) for the Maritime Sector of the Netherlands Antilles

As  profits are included in
primary cost, the column sums
of the Supply and the Use table
are logically balanced. They
give the cost account per sector.

They are represented by the
technical and market  share
coefficients. Mathematically the
model can be written as a
system of linear equations.

If all sectors are taken together,
the double-c ted inter jaat
deliveries cancel each other out.
Hence, total value added is
identical to total final demand
minus imports. This is equiva-
lent to the macro-economic
equality of National Product
and National Income.

which means that the sum of intermediate and final demand is equal

to the total supply of domestic and imported goods.

Analogously, a sector’s output value is given as the sum of its total

costs, including profits,

i
X, =D u+y,, J=ld, (115)
i=1
where y; is the value added created by the sector. It is thus given as
the sum of the elements of the corresponding column in the Use
matrix. Its output is also given as the sum of its sales, as represented

by the corresponding column in the Supply matrix:
!

-H=Z%w J=lendd. (IL6)
i=|
The balance of sales and costs is thus given by:
J J J
X:Zx.r': Z%‘"ZL
i=1 J=ti=l =1
L a7
= Z Z Vi
=1 i=1
In simplified notation, (1/.7) is written as:
U+Y=V, (11.8)

which means that the sum of intermediate and primary costs is equal

to total output.

From (11.4) and (11.8) it follows that:

U+F=U+Y+ M,
S0

F=Y+M or Y=F-M. (11.9)
Equation (11.9) is the basic National Accounts identity, in which Y is
Gross National Income (GNI) and (F-M) is Gross National Product
(GNP). GNP is thus read as the final use of goods and services, from

which imports are excluded. Annex II1 indicates how this is related

-A.18-
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Annex B: The Contents and Role of Input-Output Analysis

B.3.2.

Input-Cutput Analysis assumes:

— fixed relationships between
inputs and outputs;

— fixed market shares.

to other customary definitions of National Product and National

Income.

THE SupPPLY & USE MODEL

One of the main features of Input-Output Analysis is its assumption
of constant returns to scale. Consider the typical technical

coefficient, as derived from the Use matrix:
= i=l..... i = Lo (11.10)

This simple Input-Output ratio shows the value of the commodity i
used as an input in the production of an Naf.’s worth of output of
sector j. In basic Input-Output Analysis, once the coefficients have
been derived from observed data, they are assumed to remain
constant. So, economies of scale are not allowed for, and inputs are
used in fixed proportions. No factor substitution is possible in the

sector’s production function.

An analogous assumption holds for the constancy of market shares.
For each commodity, the market shares are derived from the Supply

matrix:

b, =, = Ly B = Vsl (HETT)

It shows the value of the commodity i supplied by sector j per Naf.’s
worth of demand for commodity i. As above, once the coefficients
have been calculated from observed data, they are assumed to remain
constant. So, no gains or losses in market share are possible in this

basic model.

Employing matrix notation and using (11.10) and (/1.11), the system
of equations in (7I.1) and (I1.6) can be written as3:

g=Ax+f (11.12)

and

5 Boldfaced letters denote matrices and vectors. For readers unfamiliar with matrix
notation and operations, the summation notation (S) is used paralle] to matrix
notation, to the extent possible.

© Policy Research Corporation N.V. -A.19-
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The basic model can be ex-

ded by ‘endogenising" parts
of final demand, for example
household expenditure of gen-
erated labour income. Such a
model is known as a ‘closed’
model, compared to the ‘open’
basic model.

x=B'q, (11.13)

where q and f are the (/x1) commodity output and final demand
vectors, x is the (Jx1) sector output vector, A is the (/x/) matrix of
technical coefficients, B is the (JxI) transposed matrix of market
shares.

As mentioned before, final demand for a commodity is usually
considered to be exogenous to the model. In other words, it is
determined by considerations independent of a sector’s output. Under
this assumption, the model is known as an open model. In practice,
this is of course rarely the case. Final demand for, say, consumer
goods may indeed be determined by prices, tastes etc., but also by
consumer income, which is a function of output produced in the
economy. Furthermore, income distribution also has a bearing on
final demand. Given this interdependence between final demand and
production, closed systems are often usedS. In such a system, parts
(or even all) of total demand are considered as endogenous sectors.
They are included through the addition of extra rows and columns. If
all final demand is endogenised, the model is said to be completely
closed. Apart from the mathematical problems involved in such a
model, it is rarely found in practice, because at least part of final
demand (for example exports) can be considered exogenous.
Disadvantages inherent in using closed Input-Output models are the
increased data requirements and the effort of modelling the

relationship between income and expenditures in an adequate way.
Substituting (77.13) into (11.12),
q=AB'q+f, (I1.14)

and considering the assumption of exogenous final demand, the

solution to the open system in terms of commodities is given by:

6 Usually. the terms open and closed refer to the standard Input-Output model (see
Chapter 11.4). An excellent example of a closed model built from a Supply &
Use system is given in Cloutier & Thomassin (1994).

-A.20-
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Annex B: The Contents and Role of Input-Output Analysis

The solution of the model is
represented by a matrix, and
can be stated in terms of
commodities or sectors. Each
element of such a matrix shows
the ewtput of a commodity or
sector, as generated by demand
Jor another commoditv.  The
I,

ts  thus ise the
rippling effects  of exogenous
demand changes.

Ko, the strength of Input-Output
modelling lies in the systematic
consideration of  indirect
production effects.

q=(1-AB)'f. (11.15)

Each element ;i of the matrix (1-AB’)| gives the impact on the
demand for commodity i as a result of a change in final demand for
commodity k, viz. Ag; = ajkAfi. Its importance lies in the fact that
this coefficient captures in a single figure a series of direct and
indirect effects. It thus measures the subsided ‘rippling effects’

introduced at the beginning of this chapter’.

Using the market share equations (/1.13) the impact is translated into

domestic production per sector:

x=B'(I-AB)'f. (11.16)
This is equivalent to8:
x=(I-B'A)'B'f. (11.16”)

where B’f allocates final demand per commodity into final demand

per sector. Let p = B’f, then

x=(I-B'A)"'p. (IL.17)
Analogous to (71.15). each element ﬁ)‘,‘k of (I-B’A)- ! gives the impact
of a change in demand for the commodities produced by sector k
upon the output of sector j. For the impact upon the whole domestic
economy, the elements are simply summed over the individual
sectors. As will be shown in Chapter 114, expression (I1.17) is very
closely related to the solution of a model based on an Input-Output

table.

7 No further explanation is given here. Suffice it to say that the matrix in (IL13)
indeed “translates’ changes in final demand f to commodity output q. For an
adequate explanation, the reader is referred to Miller & Blair (1985).

8  This becomes clear by setting B*(I-AB’)-! = (I-B'A)-IB*. and multiplying both
sides by (I-AB?) and (I-B’A). The result is also obtained directly by substituting
(1112} into (11.13).

© Policy Research Corporation N.V.
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B.3.3.

The elements of the solution
matrices are used for the calcu-
lation of summary measures.
These are known as ‘multi-
pliers’,

In general, a multiplier shows
the impact of a final demand
change on another economic
variable.  Examples of such
variables are output, labour
income and employment.

From the above, the model’s strength thus becomes apparent in the
property that its solution captures both the direct and indirect

economic impact of demand changes.

MULTIPLIERS IN INPUT-QUTPUT ANALYSIS

From the model solutions, a number of useful summary measures
known as multipliers can be produced. These are numerical
expressions aimed at capturing the impacts of a change in final
demand on, for example, gross output in the economy, household

incomes and employment.

Multipliers are often categorised as simple and fotal multipliers
depending on whether or not the model is closed to households. In
open systems, multipliers capture the direct and indirect effects of a
change in final demand. In closed systems, households are
considered an endogenous sector, producing labour and spending
income. The total multipliers then also capture the induced effects of
increased spending by households, as a result of their now higher
incomes. As a result, the numerical value of a total multiplier is often

significantly higher than that of the simple one.

The most straightforward and commonly used multiplier is the output
multiplier, from which other measures such as income and
employment multipliers are derived. The latter are often preferred in
Input-Output Analysis. First, multipliers stated in terms of income
and employment are more relevant policy indicators. Second, income
and employment data are more readily available than data on final

demand needed for the required calculations.

-A.22-
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B.3.3.1.

The basic multiplier is the out-
put multiplier. For any sector, it
is equal to the column sum of
the matrix.

In terms of intersector siructure.
the output multiplier is a
measure of "backward links .

Output multipliers

Assume that final demand for the services produced by the maritime
sector increases by one Naf. Ap(t) will thus be a (JxI) column vector
with a one at the maritime sector element and zeroes elsewhere?. The

economic impact of this change is given by

Ax(M) = (I-B'A) "' Ap(M) . (11.18)

[t is not difficult to recognise this as the Mth column of (I-B’A) 1.
The simple output multiplier of the maritime sector is then defined as

the sum of that column:

0,, =i'(l‘B‘A)“Ap(M)=Zﬁ,A.,- (11.19)
=1

In a closed model, total output is defined analogously. The multiplier
then also captures the economic impact of consumption expenditures

resulting from the generated income.

As was mentioned before, the output multiplier measures the direct
and indirect effects on the whole economy as a result of a one Naf.
change in the demand for maritime services. Expressed alternatively,
it measures the backward lines of the maritime sector. The label
‘backward’ comes from the nature of the links, as solely relating to
the links with supplying sectors. This rather partial view on
intersector links is inherent in the nature of basic Input-Output
Analysis. By analogy, the forward linkages would solely relate to
links with purchasing sectors. For analytic purposes, these forward
linkages are less relevant, and require careful modelling

considerations. They are therefore not discussed any further!0.

To see whether the maritime multiplier is relatively weak or strong, it
can be compared to the other sectors’ multipliers. In such a

comparison, the power of dispersion is often used as a summary

9 In the Make & Use table for Curagao there is no separate maritime sector. As will
be introduced in Chapter [V. an cstimation will be made by extensive field
research.

10 The reader is referred to e.g. Ghosh (1958), Oosterhaven (1988, 1996) and
Dictzenbacher et al, (1993).
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Some  helpful measures in the
interprefation  of the output
multiplier are:

- power of dispersion.

- coefficient of variation;

- sensitivity of dispersion.

B.3.3.2.

The income multiplier trans-
lates the output multiplier into
the required labour outlays.

The  emplovment  multiplier
translates the output multiplier
into  the number of workers
needed.

measure. [t divides the multiplier by that of the average multiplier for
all sectors. It is thereby preferable to apply the weighted average as a
basis for comparison. Clearly, a value above one indicates a strong,

and a value below one, a weak impact.

Two other helpful measures in the interpretation of the output
multiplier are the coefficient of variation and the senmsitivity of
dispersion. The former analyses whether the economic impact of the
maritime sector is concentrated in only a few sectors, or spread
evenly throughout the economy. The latter takes opposite scope to
the power of dispersion. It analyses whether the maritime sector is
likely to experience output changes. More detail on these three

multiplier-related measures are given in Annex I1.2.

Income and employment multipliers

Income multipliers, as mentioned above, are derived from output
multipliers. They capture the effect of changes in final demand on
incomes earned by households for the provision of their labour
services to the production process. They are calculated by
multiplying vector Ax(M) of (71.18) by a vector of labour coefficients
h’. The typical element hj of this vector shows the amount of labour

costs per Afl. output of sector j:

J
I, =h'(I-B'A)'ApM) =D h B, . (11.20)
=1

It captures the direct and indirect income effects on the whole
economy due to a one Afl. change in demand for maritime services.
If the system is closed with respect to houscholds, then the direct,
indirect and induced income effects on the economy are summarised
by the total household income multiplier of the maritime sector.
Similar multipliers can be calculated for the other components of
value added.

Employment multipliers are quite similar to income multipliers. The
only difference is that physical labour inputs are used instead of the
value of labour services. Sectoral employment coefficients can be
obtained from labour statistics, and substitute h” in (11.20) to obtain

-A.24 -
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The 'Twpe 1" and ‘Type I’
multipliers relate total labour
outlays  (or  employment) to
labour outlays (or employment)
Jor the initially  demanded
commodity. They refer to the
open and the closed model,
respectively,

B.3.3.2.1.

The ement Of € lative
cost’  translates  the income
multiplier into the absolute di-
rect and indirect labour cost
eenerated by an actual (change
in) final demand.

the employment multiplier Ejz. It measures the number of additional
jobs in the economy required to meet an Afl.’s increase in the
demand for maritime services. The total employment multiplier,
which also captures the induced employment effects of the new

household expenditures, can be calculated in the same way.

Particularly for policy-making purposes. it is sometimes of interest to
calculate the effect of a change in sectoral income and employment
on total income and employment in the economy. These multipliers
are known as Type I and Type II multipliers, for open and closed
models respectively!l. The Type | multiplier for income is simply
defined as
oy =Ly =l (IL21)

and analogously for employment. It thus differs from the income
multiplier in that it relates the effects to the income and employment
generated in the maritime sector, instead of to the output of the
sector. So, the simple income multiplier shows income generated in
all sectors per unit of output of the maritime sector, and the Type |
income multiplier shows the income generated in all sectors per unit
of income earned within the maritime sector. The Type Il multiplier

is derived and interpreted analogously.
Cumulative costs

If the actual change in demand instead of a one Afl. change is applied
in (11.20), i.e. Ap instead of Ap(M), then the total income generated
by a given demand change is calculated. This translates the multiplier
into an absolute figure representing the labour embodied in the
demand change. For this reason, it is a more attractive measure in the
analysis of economic impact than the mere income multiplier. It is
known as the analysis of cumulative cost, and can principally be
carried out for all other components of value added, such as

depreciation, indirect taxes and operating surplus!2. Analogously,

11 See Miller & Blair (1985).
12 See Bossier et al. (1984) and Peeters (1992), for an introduction and analysis of
cumulative costs.

© Policy Research Corporation N.V.
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B.4.

Input-Output tables are derived
Jrom Supply & Use tables. There
are three basic types of
derivation:

= sector-by-sector;

- commodity-by-sector;

- commodity-by-commodity.

cumulative cost can be calculated for actual demand instead of a one
Afl. change, i.e. p instead of Ap(M).

The cumulative cost index also builds on the income multiplier.
Analogous to the power of dispersion, it compares the maritime
income multiplier to the income multipliers of the other sectors!3.
Likewise, similar indices are calculated for the other components of

value added.

SuprpLY & USE vs. INPUT-OUTPUT TABLES

Input-Output tables are closely related to Supply & Use tables. They
have the same basic structure as the Use tables, with intermediate and
final demand in the upper areas and primary cost in the lower. A
fundamental property is that the number of rows and columns of
intermediate demand are equal. Considering intermediate demand,
there are three basic types:
— sector-by-sector: the rows of the Use table are transformed from a
commodity classification to a sector classification. This is the

traditional and most commonly used type of Input-Output table,
introduced in more detail below:

— commodity-by-sector: the rows of the Use table are aggregated in
such a way that there is a one-to-one relationship between the
commodity and sector classification. This type thus resembles the
Use table most;

— commodity-by-commodity: the ‘sector technology’ definition of
the columns is transformed into a ‘commodity technology’
definition. Though this is theoretically the most ideal Input-
Output table, it is often difficult to derive from the available
statistical datal4.

Because of its relevance for this study, and its close relationship to
the measures introduced in Chapter II.3, this section will mainly

focus on the sector-by-sector type.

The sector-by-sector table is basically obtained from the Use table in

two steps. First, each of the / rows is divided into J rows for the

13 See Peeters (1992).
14 See e.g. Rainer & Richter (1992). Konijn (1994) and Konijn & Steenge (1995),
for the problems and solution techniques involved.
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The sector-by-sector table is

derived from the Use table by

- dividing the commodity rows
by sector of origin;

— aggregating the resull into
sector rows.

One way of dividing the rows is
to use the market shares of the
Supply table. So, the Supply &
Lise model as introduced in this
chapter is a special case of the
sector-by-sector  Input-Oniput
maodel.

B.5.

Input-Output Analysis

— models the complete chain
of indirect output effects in
the economy;

- can easily be augmented 1o
analyse the effects on other
variables than output.

sectors producing the commodities, and one for the imports. Second,
the outcome is aggregated sector-wise. To the extent possible, the
division is done by using additional information. For the remainder,
it is done proportionally!3. After this transformation, the Input-

Output model can be stated directly as
x=A Xx+p. (11.22)
and solved as

x=(I-A,)"'p. (11.23)

From this solution it is easily seen that the solution (/1.17) from the
Supply & Use tables is a special case of this general Input-Output
model, viz. where B’A = A,q. In other words, a sector-by-sector table
underlying (11.17) is obtained by dividing the rows of the Use table
just in proportion to the market shares of the Supply table, so without
using additional information. This is precisely what the matrix

multiplication B’A involves.

With regard to the other two types of Input-Output table, the model is
precisely the same as (/1.22) and (1.23). The difference lies in the
way in which it is derived from the Supply & Use tables. Discussing

this is, however, outside the scope of this study.

CONCLUSION

In this chapter two outstanding merits of Input-Output Analysis have
come to the fore:

I. if there is a significant change in demand for a given commodity,
it will of course affect the output and employment of the sector
producing that commodity. Because of the implied purchases of
intermediate inputs it will also affect the sectors supplying that
sector, the sectors that supply the supplying sectors, and so on.
Input-Output Analysis is able to capture the complete chain of
indirect demand into one measure,

2. the principal outcome of the model is total output per sector. With
the use of additional data, however, the output effects can be
transferred to the impact upon a wealth of other economic

15 See CBS (1993).
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A drawback is  the relative

rigidity of the model:

— only the gross impact of
A A l_I' 'l

5 ed;

- no allowance for price
changes;

— no allowance for supply in-
duced effects;

- no allowance for techno-
logical change:

~ outdated Input-Orwput tables;

- no expenditure effects of
generated income.

Some of these constraints are
not relevant, some must be
borne in mind while interpreting
the results of the analyses, some
are  overcome by a more
sophisticated model.

variables. Examples of these are National Income, employment,
government budget and environmental degradation.

On the other hand, Input-Output Analysis is also rigid in some ways.
Sometimes this can easily be overcome. At other times this must be

kept in mind when interpreting the results:

— the models only measure the gross impact of demand changes.
They do not take account of boftle-necks in labour and capital
(sub)markets, nor do they take account of alternative opportunities
for released labour and capital. The actual impact of demand
changes may therefore be smaller than estimated by the model;

— the models do not allow for price changes. In practice, demand
growth will often be accompanied by an increase in prices. This
may somewhat mitigate the actual output growth;

— the models are usually fully demand-driven. They do not allow for
exogenous changes in supply:

— the models no not allow for input substitution and economies of
scale;

- because of the very disaggregated data requirements, the tables
are often outdated by the time they are published;

— the models do not usually take into account the expenditure
effects of generated income. This may therefore underestimate the
outcomes somewhat;

Concerning the first three of these constraints, it should thus be borne
in mind that the multipliers are interpreted to be an upper limit of the
actual economic impact of demand changes. These shortcomings can
be overcome by introducing flexible prices and market constraints
into the model. Models adapted as such are known as Computable
General Equilibrium models, and require sophisticated solution
techniques. The fourth and fifth constraints become more serious the
longer the time periods involved. As the technical coefficients appear
to be quite stable, this will not have significant repercussions for
analyses covering a time span of 5 to 10 years. Moreover, the bottom-
up approach applied in this study guarantees up-to-date information
on the maritime sector. The last constraint is overcome by applying a
closed model of the kind introduced in this chapter. Drawbacks
inherent in closing the model may be increased data requirements
and the effort needed for adequately to model the relation between

income and expenditures.
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ANNEX C

MACRO-ECONOMIC PERFORMANCE OF THE
NETHERLANDS ANTILLES
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Table C.1 : Government Revenues in the Netherlands Antilles (min. NAf), 1990-1996

Central Government Bonaire

1990 1993 1995 1996 1990 1993 1995 996

Total Revenues 337.9 4523 4773 4982 324 3906 468 44.1
Tax Revenues 2314 3032 321.8 3727 13.5 21 268 277
Nontax revenues 96.9 1383 146.8 118.6 4.1 3.8 52 43
Capital revenues 0.1 0.0 02 0.2 00 00 00 00
Grants 95 108 85 6.7 148 148 148 120
Total expenditures 360.2 4395 554.8 5934 31.2 46.7 493 482
Current Expenditures  332.9 4203 5224 5427 31.0 428 432 469
Capital Expenditures 273 192 324 507 02 39 16 24
Investments 8.3 1.7 20.7 26.1 0.2 39 1.6 24
Capital transfers 0.4 ] 0 12.5 - - - -
Net lending 9 -1.4 -1 11 - - - -
Amortization 9.6 8.9 12.7 1.1 - - - -
Budget Balance -223 128 775 -95.2 1.2 -7 25 -4.1

Curacao Sint-Maarten

1990 1993 1995 1996 1990 1993 1995 1996

Total Revenues 553.3 7534 786.8 799.1 77.5 1055 143.9 147.0
Tax Revenues 533.7 6452 695 7023 70.1 92 121.7 101.8
Nontax revenues 19.3 66.5 629 726 74 135 214 26.7
Capital revenues 0.3 0.4 0.0 0.7 00 00 08 0.2
Grants 0.0 413 289 235 00 00 00 183
Total expenditures 655.4 861.7 912.6 893.1 76.7 96.9 150.8 157.8
Current Expenditures  583.3 7884 860.1 841.6 729 969 1253 1435
Capital Expenditures 721 733 525 242 38 0 255 143
Investments 331 423 329 15.8 38 0 238 126
Capital transfers 7.5 7.5 7.5 - 0 0 0 0
Net lending 14.1 -2 -12.8 B4 0 0 1.7 1.7
Amortization 17.4 24.7 24.9 27.3 - - - -
Budget balance -102.1 -108.3 -125.8 -94.0 0.8 8.6 -6.9 -10.8

Total Total in % GDP

1990 1993 1995 1996 1990 1993 1995 1996

Total Revenues 1001.1 1350.8 1454.8 1488.4 30.77 35.48 36.0 37.23
Tax Revenues 848.7 1061.4 11653 1204.5 26.1 279 289 30.1
real prices 848.7 9957 1040 1039 26,1 26,16 2574 2599
Nontax Revenues 127.7 2221 2363 2222 3.9 5.8 59 5.6
Capital revenues 0.4 0.4 | 1.1 00 00 0.0 0.0
Grants 243 669 522 60.535 0.7 1.8 1.3 1.5
Total expenditures  1123.5 1444.8 1667.5 1692.5 34.54 38.0 41.29 4233
Budget balance -122.4 940 -212.7 -204.1 -3.8 25 -33 -51

Source : Policy Research Corporation N.V., based on Central Bureau of Statistics
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Figure C.1 : Government Revenues (in percentages of total), 1990-1996
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Source : Policy Research Corporation N.V., based on Central Bureau of Statistics
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Figure C.2 : Government Revenues per head (‘000 NAf), 1990-1996
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Figure C.3 : Government Revenues (mln. NAf), 1990-1996
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ANNEX D

ALTERNATIVES FOR THE ORGANISATION OF THE
SHIP’'S REGISTER

In this Annex alternatives are evaluated with respect to the
organisation and operation of the ship’s register of the Netherlands
Antilles. The most important consideration is whether the improved
REGISTER PLUS should be operated by the SINA or by a private
operator. Two alternatives are evaluated in this respect (see Table
D.1y:

1. the register and its related activities are integrated into the one-
window approach, and operated by the SINA. In principle, the
current number of SINA staff will only slightly rise (2), while
additional activities are integrated, namely the register itself and
the issuing of radio licences. Moreover, the register and the
inspection will be operational on a 24 hours-a-day basis. In the
context of the ‘high quality approach’, the SINA will continue to
work with IACS classification societies only. In addition, SINA
experts will continue to perform (first) inspections, and set
standards for and monitor the quality of the classification
societies. However, the majority of the inspections are carried out
by the classification societies!, not by SINA experts. This way, no
increase in in-house inspection staff will be necessary when the
register expands. Finally, intensive promotional activities are to
be started, in order to market the new approach and attract
additional tonnage;

2. the control, management and operation of the register will be
contracted out to a private commercial organisation (e.g. to the
maritime offshore sector on Curagao by means of a construction
comparable to the agreement between Liberia/Marshall Islands
and International Registries Inc.). This way the government will
be assured of a certain revenue from tonnage taxation and/or
concession fees, while the costs related to the register and the
Shipping Inspectorate can be severely reduced or even eliminated.

1 A part of the inspections is at present being carried out by the Dutch Shipping
Inspectorate (NLSI) on behalf of the SINA. In the new situation this will no
longer be the case.
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A private integrated register is not expected to use in-house
inspectors/experts, only classification societies and is therefore
expected to have fewer costs. On the other hand, it should be
emphasised that a private register has less revenue (no tonnage
tax, no inspection fees) and a concession fee to pay. On a macro-
economic level the costs of both options are also compared: even
if the government closes down the SINA (and the register), it will
continue to incur the costs of paying ‘reduced pay’ (‘wachtgeld’)
and welfare (‘onderstand’) for a number of years.

Table D.1:  Register Plus: one-window approach, public and private alternative.

Present situation Register Plus Register Plus
Pri

Activities SINA rivate operator
Register Registrar of mortgages SINA Private operator
Bareboat register SINA SINA Private operator
Ship Documents SINA SINA Private operator
Crew Documents SINA SINA Private operator
Radio Licence  Bureau Telecommunication SINA Private operator
Inspections SINA SINA Class societies

Class societies Class societies SINA (meta control)

Source : Policy Research Corporation N.V,

Table D.2 presents the economic significance of the register for a

number of alternatives:

column | represents the effect in 2005 of the present organisation
and cost structure of the register, with registered ships accounting
for a total tonnage of around 800 000 GT;

column 2 represents the break-even situation of the REGISTER
PLUS strategy pursued by the SINA. The micro-economic break-
even point is at a total tonnage of 2.8 million GT in 2005;

column 3 represents the REGISTER PLUS situation at a break-
even tonnage for a private operator with a local operation on
Curagao. It is assumed that the operator is not yet involved in ship
registration, and can therefore not benefit from economies of
scale. The break-even tonnage (3.9 million GT) for a private
operator is higher because the tonnage tax revenues will accrue to
the government of the Antilles, and not to the private operator;

for comparison, column 4 reflects the economic impact of the
REGISTER PLUS strategy by SINA at the break-even tonnage of
the private operator (3.9 million GT);

-A.36 -
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Table D.2 :

column 5 reflects the break-even situation for a private operator,
starting up new registration activities (no economies of scale)
outside Curagao, e.g. in New York or London. Due to the higher
price and labour cost level, the break-even tonnage is even higher,
namely 5.2 million GT;

column 6 represents the break-even situation for an existing
registration company (e.g. International Registries Inc.). This
private operator would operate the register outside Curagao, and
would benefit from considerable economies of scale by
integrating the service into an existing operation. Therefore, the
break-even tonnage is a mere 1.1 million GT;

for comparison, column 7 is based on the same off-island,
integrated private operator, but at the REGISTER PLUS break-
even tonnage of the SINA (first column).

Overview of the economic effects of alternative organisations of the Antillean
ship’s register in 2005.

l

! 2 3 4 5 6 7
Register Plus  Register Plus  Register Plus  Register Plus R gister Plus  Register Plus  Register Plus
current SINA break-  private local  SINA break-  private off-  private off-  private off-
tonnage even break-even  even private island break- island break-  island scale
operator even even scale economies
econonies
tonnage 800 000 2 800 o0 3 900 000 3 900 000 5200 000 1100 000 2 800 000
value added 2228000 10433000 12989000 14936000 16 319 000 3502 000 8 598 000
employment 44 158 186 220 230 47 128
backflow 752 000 3607 000 4 389 000 5499 000 5513000 1179000 1838 000

Source : Policy Research Corporation N.V.

On the basis of these alternatives and the concomitant economic

effects, the following inferences are made:

in Chapter III it became clear that, although the SINA itself is not
self-financing in the present situation, the subsector register-
related activities make a positive contribution to Curagao’s
economy;

at the current level of tonnage a REGISTER PLUS operation by
the SINA would not break even in 2005. Although the SINA
would be loss-making, the effect of the register-related subsector
would still be positive at macro-economic level. This implies that
the Antillean government should continue registration activities:
if the register is closed down, all maritime offshore activities will
disappear as well;
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the SINA would break even at 2.8 million GT of registered ships.
This implies that a substantial amount of additional tonnage
would have to be attracted in order to make the SINA profitable.
Although not considered impossible, such an increase could only
be realised by means of a distinct product and the active
promotion of the Antillean register. As indicated, however, the
SINA does not need to be profitable as it is a government
organisation: the macro-economic effect of the registration
activities will be positive;

a private operator starting ‘from scratch’, either on or outside of
Curagao, would need to attract an even larger amount of tonnage
to break even. This is considered highly unlikely without very
intensive promotion, the costs of which are not even included in
the analysis. Therefore, the operation of the Antillean register by a
completely new private operator is not expected to be possible;

an existing private operator, or a new operation integrated into an
existing organisation would be able to make a profit at much
lower tonnage levels, because of economies of scale resulting
from existing activities:

i it may be hard to find an independent and bonafide operator
willing to represent the Antilles, as the register and its profit-
potential are only small. Although the register has potential,
it is not expected to attract a very substantial amount of
tonnage2;

ii  however, the maritime financial offshore sector on the
Netherlands Antilles stands to gain from a positive
development of the register. As indicated in Chapter V, the
sector itself should consider jointly operating the register. In
this case the one-window register would not need to be
profitable in itself, as the sector would benefit by means of its
own related activities. Moreover, if the one-window
operation is jointly operated by the financial offshore, and
integrated into an existing organisation (e.g. the CPA), it is
expected to break-even at a tonnage near the lower boundary
of the range between 1.1 million GT (integrated private
operator outside Curagao, column 6) and 3.9 million GT
(new independent private operator on Curagao, column 3).

2 For instance, although the register of the Marshall Islands has grown explosively

over the last years, it is not considered successful by its private operator.
Moreover, it is doubtful whether such a combined operation would benefit the
Netherlands Antilles and no conflicts of interest would arise.
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In conclusion, as the SINA is not a suitable operator, the maritime
financial offshore itself (trust companies) should seriously consider
operating the one-window register in a joint operation. It is up to the

sector to take the initiative for development of the ship’s register.

© Policy Research Corporation N.V.
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ANNEX E

Table E.1:

INTER-ISLAND SHIPPING

Table E.1 and Figure E.| present the results of a detailed evaluation
of the potential and costs of an inter-island connection between the

Leeward islands and the Windward islands.

Traffic forecast for a weekly inter-island connection between Curagao and the
Windward islands, 1998-2010.

TEU Curagao - Sint Maarten 500 |, 500 | 525 578 664 764 878
Return TEU " o0 | 100 | 105116 133 153 176
Operating subsidy (Naf.) 1690 805| 1690 sosll_sz_s 784]1518954 1316093 1113231 910369 |
Traffic growth (est.) 0% 5% 0% | 15%  15% | 15%  10% |

TEU Curagao - Sint Maarten | 966 | 1063 1160 1286 | 1415 1485
RewnTEU | 193 213 234 257 283 | 297 | i
Operating subsidy (Naf.) | 707508 | 504 646 | 301784 67911 0 0

Traffic growth (est) | 10% | 10% _ 10% | 10% 5% 5% B

| 1998_| 1999 | 2000 2001 2002 2003 2004

2005 2006 2007 2008 2009 2000

Source : Policy Research Corporation N.V.

The analysis is based on the following assumptions:

— the vessel operated is relatively small, with a tonnage of 500 GT
and a capacity of 38 TEU. In this respect the vessel is comparable
to the ‘OLAF’ and the ‘Don Andres’, currently used for inter-
island cargo transport between the Leeward islands by existing
shipping companies;

_ the service maintains a schedule of one round trip per week;

— the utilisation of the vessel’s capacity depends on the total cargo
flows between Curagao and Sint Maarten. The imbalance in the
cargo flows between the two sets of islands is an important con-
straint for the profitable operation of a regular service. Initially,
25% of the vessel’s capacity will be used on the Curagao to Sint
Maarten route and 5% on the return voyage. In 2005, the figures
will be 50% and 10%, respectively.
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— a rather optimistic projection for the growth in traffic flows is
used: after a start-up period, an annual growth rate of initially
15% and later 10% is forecast;

— the freight rates are estimated at 2 450 US$ for a 40 ft container (2
TEU) and 1 650 USS$ for a 20ft container;

— all costs incurred by the operator are included in the analysis:

a the costs of the vessel: depreciation, maintenance, fuel and lu-
bricants, provisions, classification, insurance, etc.:

b crew costs, based on a total of 12 sea-going and 2 shore-based
employees;

¢ container lease costs, based on 3 sets of 38 containers;
d port and handling charges;
e agency fees, based on a fixed fee and 104 port calls per year;

— the loss incurred by the operator is subsidised by the central gov-
ernment of the Netherlands Antilles. No port charge reductions
are included in the figures. However, a total exemption from port
charges would only result in a 4% decrease of total costs.

Figure E.1 : Traffic forecast (left scale) and annual operating subsidy (right scale) for a
regular inter-island connection between Curagao and the Windward islands,

1998-2010.
1 600 1 800 000
1 400 1600 000
1200 1 400 000
ol
000 1 200 000
1 000 000
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800 000
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Source : Policy Research Corporation N. V.

The conclusion of this analysis is clear: even on the basis nl‘Loptimis—
tic traffic projections, a regular weekly inter-island shipping service

between the Leeward islands and the Windward islands is not feasi-
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ble without a very considerable operating subsidy. The total subsidy

for the loss-generating start-up period would amount to over 11 mil-

lion NA/. between 1998 and 2008,
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