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CRUISE SHIP TRENDS AND CHALLENGES
At Kane, Port Developers, Foit Lauderdale, FL

The purpase of my presentation today is to describe the challenges which
ports in the Caribbean area facs as they seek 1o develop or lo inctease their
crulsa ship busiress. | will outline some of the actioris which | believe will halp
ports to improve their atiractiveness as ports-of-call | shall bagn by gving
“soma infarmation an current trands in tho cruise industry which Caribbean ports
need to be aware of when planning their future developmient
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« The eruise industry has enjoyed tremendous growth over the past 10
years, as can be measured by the tremandous growth in the number o
ships  Majdr lines like Royal Cartibbesn, Camival and Princess ihal
rad four or five ships a few years ago, now nave 10 or more ships with
four or five mare on ordes

s As aresull of margers of some lines and the disappsarsnce of some
smatler players, the Indusiry is dominated today by the three lines just
meantioned: Royal Canbbean which siso owns Celebrity Crumses:
Camival which owns Holland America, Windstar, Costs, Cunard, and
par of Aiours, Princess which is owned by P&O

s Bul the most significant developmant ir the industry is growth in the
nuimber of méga-ships those of 70,000 gross registerad (ons that
Ay 2000 passangars of mare, plus crews of 1,000 of more. Prior 1o
1988, there was enly one ship that was of that size, the 88 Narway
Today there are 32 mega-ships seiving the Caribbiean and Mexican
Rivista and (here-are &l least 22 moro on order, which will mesih more
than 50 mega-ships in these waters in the near future  Instasd of
ships 800-7T00 ft long | these ships are 850 10 530 it long, except for
Royal Caribbean's Eagle Class ships that ate 1,015 1



« A mora recent industry irend is in new prapulsion syslems for IMogp

mega-ships. Cleanar engines with lower emissions have been
ordared for the iatest ships, including gas turbines which will shartly
mean almost nb emissions. Addifionally, azipod propuleion systems
are now common an the newost ships, their propeliers can revolve 360
degrees. Port direciors should be awarne that these systams could
affect their pisrs undarwater and therefore should delermine whethar
the berths can sustain the thrust of these systams.

Cruise Port Requiraments

Il should be cbvious Ihal the cruiss indusiry with its growing number and
sizecof ships is in nead of more ports and of anhanced tacilities in existing ports
Cruise hines with seversl ships ssrving the Caribbean cannot have the ships
calling a1 all the same ports  Thay need more ports in order to have a vanety of
Minsratigs. For example Camival Crulse Line in the past 5 years of so has
sddad new parts of depatiure in Florida. New Orleans ard Texas and is
presently looking 10 secure berths in new Caribbean ports-of-call

It might be helpful, themifore, to fist what a cruise line jooks far in
soledting a poct-of-csl|

Location - the pant must be within cruisifig distants of other ports on a
pamticular tinerary.

Part facilities - does it have adequate berths. frash waler avaiisble. an
ability to accepl shipboard waste.

Inlaresting shofe lolry and activilies for the passengers

Margues value - wall tha destitation help 1o sall ihe cruiss

Visitar satety and comir - local iransportation, no hassiing of visitors
low erime in \ourist areas

Head taxes - increasingly a facior, they should be reasonable

One factor fhiat the lines do not appeér to consider i= whether a part will
b2 avercrowded with ships and passengers in a way that will negativsly aftiect



the visitors' experience in the port. It is therefore up to the ports 10 decide
whalher they can accommaodate the number of ships wishing localion &
‘particular day. We will come hack ta this point becausa it offers a gemune
challenge for some ports.

LChallenges for Porls

For a long tims tourism has besn the prncipal source of revenus and jobs
for Caribbesan economies and cruise loutism has bacoma a major contributor to
thoss revenues. Inmy view the challenges facing Caribbean ports and tourism
officials involve mesling two principal gaals:

e To deliver B product that will ensure visiior salisfaction, and

» To maxmize visitor spending opportunities
| believe thal to achigve these two goals paris and local lousism depanments
must have a joind stralegy, thiat they must work together and not apatt, just es
govemmants and the private ssclor must work ingether lo maxmize the benefils
of loyrism

Without this joint planning and coaperation. ports have been known to
‘apptovea ship's request to call dn 3 day whan a numbar of ships weres alrsady
calling and severs ovarcrowding of shoreside lounst-faciliies and transporiaton
wias ﬁ'na resull  The produst and visitor satisfaction both suffar m this situation

Because of the size of ships loday It s essential that destinations decids
hiow ingny eruite passengers they can comfortably accommodste on any given
day Thees ships In pont 8 few years ago meant perhaps 3,000 total visilors
aghore, (oday three ships could daliver up 1o 8,000 passengers. Grand Cayman
detrtinined that il could serve up fo 8,000 cruise visitors at a lime and herefure
limits calls ih & single day to ships carrying a total of 6,000 psssengers. Grand
Cayman realized that congesiion ashbre was 8 negative o visior salisfecton
and tha quality prodoct which the Cayman Islands advertised and sought 1o
maintaln  Othar ports need 1o consider a similar strategy. particutarty in this era
af misga-stups



Product Quality

In addition to avoiding avercrowding of tourist facilities, there are othar
key slements of the tourism product which every destination must offer to ensurn
vigitor satisfaction with thelr experisnce ashore. Again, port authorities canno!
slone regulate the qualily of the fourism product; the cooperation and joinl
sirategy of the port snd lourism departments, the govemment and private secior
are necessary. and admittedly this cooperation, &s essential as it is, is not
always easy to achieve

Here are some of the elemeants that contribute to a2 quality tourism
product

« QOffer a variety of imeresling tours and monitar thelt oparations.

= Taxis and busas in good condlfion (cruiss lines prefsr buses for tours)

Tax operalors are the front line of the tourism mndustry for eruise visltors

» Trained tourism guitles and service personnal

« Mahe retall shapping aeas appealing and comfafable for visitors,

imizing Visitor Spending Opporunities
The Port of S1. Thomas, U.S Virgin lslands, is still the best example of
how Caribbesn parts can help to maximize local revenues. The port converted a
number of old warshouses into retail siores righl rext 1o the dock thet afien has
three ships slongside. Instead of decreasing visitar spending in the city canter,
the voluma of eales increased extensively because the same siores oparated =t
ne port where paesangers could shap up to tha last minute withoul fear of
missing the shis  Barbados also converted an old warahouse 1o the same use
vy sucoessiully

Many port authorities have land thal could be freed for the development of
relail shops. restaurants, a cammunications cantsr and aven entertainment
facitiies that would anhance pon révenues and increase visior spending. The
developmant of Ihase facilities, as well as the construction of additional berths to
saligfy the needs of more and bigper ships, can be dane a nlimber of ways.




It should be said that although the cruise lines are spending billions of
doltars building new ships, they have not up 1o now baen willing fo invest in
Caribbean port facililies.  They fes! that they are spafiding all their money on
twilding ships and biringing visitors 1o the destinations, and that i 1s.the
respansibility of the istands o provide the suitable part fagilities.

There are a number of ways that ports with limitd funds can today
finance the development of new and batter facilities. particularly facilities that will
prodiica revenies from visitar spending (retail shops, stc)

« A governmeni-owned part can be privatized or made into & separals
carporation which would then anabls it 1 ralse meney fram the jocal
private sacior or other sources for davelopment or expansion.

» A port can do a joint venture with & developer at a cost (o he part of
nothirig more than the land contributed to the project

e ABOT isancther mathod whare a private developer Builds
Operates for 2 number of years to recover his investmant, and then
Tisns over the developed fatilifies to ths port

* A lsasshold is whera the port grants 8 legse{o & davalopar who
develaps theporl lands and makss lease paymants a! an agreed raie
af oha percantage of revenues he receives from the devalopad lands

In the past few years | have been involved in one way or another with proposais
involving esch of these methiods of securing funds lor development  Obwviously,
ihe availabilily of local resources and the privete or public sector nature of the
port admimstralion have a great deal to do with the most useful means for any
particdlar destination

Coneluston
| wodd |ike to summarize my presentation with thess five points
*  The cruise industry will continue 1o grow and therefore conlinue 10
e addilicridl ports atile 1o ecoommadats thier shiips-and
PASSONgeNs



» Many Caribbean ports are already expanding or planning to expand
thaiir facilities in order to s=rve more and bigger ships; ports wishing 1o
enhance their cruise business must be prepared lo do the same.

* Hesd taxes, thal is, per passengas charges usually impesed and
callected by the govemments, should not be seen es a major reveriue
source, Because the cruise line itse!f pays this charge, an excessive
tead tay can determine whether a line chooses to visil a particular
port. Passenget spending is a muich graater revenue source for the

+ Inorder to maintain tourism product quallty and maximize visitor
spending, it is necassary for port authorilies and tourism officials to
develop a8 common stralegy and/lo wark together, a3 well az with the
prreats sector that provides lourism services.

= Finally, aven though the crnse lines have not been investing in pan
facilities in the Caribbean, they are now willing to sign long-term
agreements with ports (o biing their ships on & regular basis for
pernods up to 25 yesrs in return for por rate concossiones. Thess
agreements make it possible for ports Io arangs financing for the part
improvements thay might require

| am grateful for your stention and appreciate very much the invitation to

be with you today

Art Kana
Part Developars

Fort Leudaerdate, FL
13 Oclober 1558



THE CARIBBEAN MEGASHIP PARADE
{Shies of 70,000 GRT and 2500+ passengesy)
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