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The Cruise I ndustry’ s Growth
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Cruise Ship Changes



Thelatest Trend: RCCL Voyager of the Seas




ocal Cruise Ship Ports:

- Port of Miami
- Port Everglades
- Port of Melbourne




Untouched cruise
mar kets:

- The Pacific Rim,
and
- Southwest Asia.



Another significant reason for research in cruise ship portsistherelatively
untouched market in the Pacific rim countries. Much likethe Caribbean is
the destination for most of North America, the Pacific rim could create a huge
mar ket out of the South Pacific islands.

The South pacificisa market with lots of potential customersand some great
locationsto visit. Thismarket isalready being explored by cruiselines, but
itsgrowth hasn’t happened yet. Many of theretired shipsare pulled out of
the Caribbean service, refitted and sent to the Pacific to operate.



The Significant | mpact of Ports on all

other Transportation Systems.




Cargo shipsaregeared to transport material from one point to another. The primary
factorsto consider:

M anufacturing;

Raw materials;

M anufactured goods;

Consumerism — based on large population centers;

Trans-shipment (ferrying) of goods.



Cruise ships operatein two port types: a) Home-ports (origination ports) and,
b) Destination ports.



The Cruise Ship
Homeport:

Two factors havethe highest
Importance,

1) The port’sgeographic
location, and

2) The port’sinfrastructure.



The homeport offers (1) the ship a place to receiveits passengers and (2) all the
suppliesfor the cruise. (3) The port must the infrastructure to support the
passengers as they prepare for ther trip. (4) The homeport must have adequate

transportation systems to get the passengers to the ship, and (5) the ship needsto be
relatively close to the cruise market they are serving.



(1)The Port’s Geographic Location.
How far isit to the Destination Ports? Consider an Open L oop with a 7 day and
up to a 14 day cruise:




Shorter tripsresult in fuel savingsfor shipsand happier customer s visiting destination ports. For
example, 25 years ago, a majority of cruisesleft from New York City for warm water destinations.
They would head south for several daysbefore arriving at their first destination. Currently not many
cruise shipsdepart from New York. Now the cruise lines enjoy shorter tripsto destination ports and
In turn visit more portswith greater customer satisfaction.



(2)The I nfrastructure.

- Trangportation (Airports, Rail stations, | nter-State Highways, Parking);
- Ship maintenance;

- Ship re-supply;

- Lodgings (hotels, motels);

- Tourism (sitesto visit) and Local Customer Base.



(3) Destination Ports.
- Geographic L ocation:
3to 7 day cruise window from origination port;
- Must have atourist value;
- Must have the ability to handle tourism volume.




Destination portsdiffer from homeportsin a couple of smpleways. First, they must be
within a 3to 7 day window of the origination port. That putsthem within a reasonable
cruisedistance. Next, the destination port must have sometourism value. Tourism
value can range from shopping to relaxing beachesto adventuretours. Lastly, theport
needsto have theinfrastructure capacity ability to handle the traffic generated by
tourism volume. Thisisthelimiting factor for most ports.



What i1sthe difference between a carqo versus a cruise ship port?

Y ou might be saying to yourself: “Well, | seealot of ssimilarities between cargo and
cruise ship ports. They both basically dock ships and move thingsaround. But what is
thereal difference?” Themost important differenceisthe “material” you are
transporting and how it must be handled.



The" Material” Transported

Cargo Passengers
* Doesn’t Complain « Aesthetic Value of
e Doesn’'t Mind Waitingto Surroundings
Board / Depart Ship e Personal Safety
e Confined Spaces—no

« TimeisMoney

 Board/ Depart Ship
Rapidly and at Their
Convenience

« Complain and Carry
Video Cameras

Problem

Thebiggest differenceisthe material transported and how it is handled at the port facility. On one
hand, cargo doesn’t complain, is easy to move on and off the ship and doesn’t mind staying in
confined spaces. Passengers on the other hand care about the aesthetic value of surroundings, they
also care about personal safety, thetime it takesto board and debark the ship and most
importantly, they carry video cameras and their complaints don’t go unnoticed, as evidenced by
sever al episodes with Carnival Cruiselinesin the past few years.



e (Cargo Doesn’'t Care!



The Five Steps of Cruise Ship Port Planning:

1) Market Analysis,

2) Examine the Existing Port Conditions,
3) Develop the Options,

4) Financial Analysis and

5) Implement the Plan.



Step 1: Market Analysis

Deter minethe number of cruise ship berths (“ ship parking
gpaces’) the port will requireto support cruise ship operations.

Make determinationsfor short term and long term berthing.

Determineif the port isin a closed loop or an open loop.



A port in a closed loop means that the cruise starts and stopsin the same place. For example, to
determine the market share, all of the possible ports are considered in a 14-day window of the
origination port. Heretheorigination port isAruba, and the yellow designates a 4-day window, the
orange a 7-day window and the green a 14-day window in a closed loop..



A port in an open loop meansthat the cruise starts at the origination port and can end anywhere
within the 14-day window of the origination port. For example, if the origination port isAruba,
the yellow designates a 14-day window, which is much larger than a closed loop solution.



The Market analysisis a complicated processthat requiresa comprehensive
under standing of the cruise ship market. Thisisthecritical first step in

the cruise port development process. The market analysislaysthe foundation
for all theother steps.

The market analysisrevolves heavily around how much traffic a port can
capture as a per centage of the total market.

Many factorsinfluencethe market analysis, but the overall objectiveisto
determinethe number of berths. In some cases, the market analysis may have
been already accomplished by the cruiselines or port operator, but it must
beindependently evaluated. In theseinstances, it iscrucial to have an
evaluator with an outstanding under standing of the entire cruise ship
Industry to includeitsfuturetrendsand futuretechnical capabilities.



Step 2) Examine the Existing Port Conditions.

Determineif the existing port resour ces are adequate to
support the anticipated cruise (or cargo) traffic as estimated by

the market analysis.

Thisisaccomplished by examining the port in a multitude of
ways.



a) Examinetheexisting Land Use Plans.



b) Look for underutilized areasfor port expansion, or maximize the potential of existing
facilitiesbefore considering new areas.



c) How will current enhancements help? For example, this new bulkhead at the Port of
Miami.



Failing Systems: Thispier hasdeteriorated severely. Port systems must be constantly
checked, including utilitiesand structural systems.



What aretherequirementsfor maintenance, such asthispier in Key West?



Aretheport’sstructural and fender
systemsadequate?



| mmediate Enhancements: Thisimmediate enhancement was built for the Voyager of the Seas.
Dueto thelength of the ship, thismooring dolphin was constructed to dock the ship.



d) Arethe Utilities Sufficient? An excellent example of this problem occurs at
the Port of Miami. Accordingto port officials, when the shipsreload their
fresh water supply they place a huge demand on WASD’swater system.
During thereload process, they drop the water pressure significantly on
Fischer I1dand. If the port expandsfurther, thisproblem must be addressed.

Furthermore, handling of sanitary sewage must also be addressed to pump out
of the port to a treatment plant.



In summary, all physical aspectsof the port must be examined.

Furthermore, the port management and the fees placed on the user s should
also be evaluated. Thiswill have a significant impact on revenuesand the
ability of port staff to handle additional workload.

The port may havethe best design in theworld, but if the oper ational staff
lacks the management ability to operatethe port, the port will lose money.

Likewise, if the port feesaretoo high (or too low) the port will not be
profitable.



Step 3: Development of Options.

Objective: Develop several different plansenhancing the existing port
conditionsto levels supporting the market analysis. At a minimum, examine
the port over atwenty year period.

—Immediate=1to 2 years
—Short Range=2to5years
—Long Range=5to 15years
— Overall Vision = 20 years

Onceyou have evaluated the port facilitiesand the ongoing plans and
construction associated with it, you can marry that up with the market
analysis. Now you know what you have and you know what you haveto
support. Thisiswheretheengineering begins. The objectiveisto develop
several different plansthat will enhancethe port conditionsto levels
supporting the market analysis. Thisistypically donein a phased fashion so
that incoming revenue can be balanced against the capital investment into
the new port facilities.



Case Study: The Cruise Port of Ensenada, Mexico.

The Miami firm of Bermello, Ajamil and Partners, Inc., did a case study in
the year 2001 and subsequently created the design for the Cruise Port of
Ensenada, M exico.

Phase 1A was basically dredging a deep channel and berth area and filling
mar sh land with the dredged material and rip rap. This phase had a cost of
$6.6 million dollars (2002).

Phase 1B involved the construction of Berth #1 and the access boulevard to
the berth, and had a cost of $2.5 million.

Phase 1C wasthe addition of Berth #2, improved roadways, a passenger
reception area and a parking area. This phase had a cost of $2.7 million.

Phase 2 developed the marina and itsinterim parking, at a cost of $1 million.



Ensenada - Phase 1B



Ensenada - Phase 1C



Ensenada - Phase 2



Ensenada -Phase 3



Ensenada - Phase 4



Ensenada - Phase 5



Ensenada - Phase 6



Ensenada - Phase 7



Ensenada - Phase 8



Phase 3 expandsthe parking area, includes a commercial center and development of
inter nal roadways aswell asa commercial tourist marina and expansion of the
entrance boulevard. Thiswas accomplished at a cost of $4,188,800.

Phase 4 includes continuing the parking and the expansion of the marina; totheeast is
a new dock-master location and a mega yacht marina — cost $1,525,210.

Phase 5 included additional dredging and the construction of dock #3 at a cost of
$3,424,450.

Phase 6 involves continued expansion of the commercial center at a cost of $3,527,325.

Phase 7 includes construction of aresidential development, yacht club and hotel at a
cost of $25,503,906.

And thefinal Phase 8, posesthe possibility of making the dock-master and mega yacht
areainto an area for further development that may be more profit oriented.

All phases of this development wererapidly driven and time-lined to take placein
approximately 3 years. But the port authority hasthe option to stop development at
any time within the proposed phased development.



The port development optionsarereally a staged process.

First, you must lay out several different basic planstotheuser. Then let
them select the desired path. You job isto present them with the costs,
benefits and pitfalls of each path.

After thefinal selection, that plan isfully developed. They then havethe
option to work down the development path asfar asthey want. In other
wor ds, they may only develop the plan for thefirst 5-10 years, or may only
accomplish the immediate actions.



Steps 4 and 5: Financial Analysis and Plan | mplementation.

Objective: Determinethe best way to financethe proposed enhancements
and atimelineto implement them that isfeasible both economically and
practically.

Thismay be staged over avery short time, if the capital isalready available,
or thismay be spread over avery long timeif theareaispoor in resour ces.

Port expansionsin undeveloped areasisvery viable, dueto theincreasing
demand for new cruise ship portsof call, and thelargeinflux of tourist
revenues, that requirelittle additional investments.

A summary of thefirst four stepsare shown in the next slidesin the Gantt
flowchart (highlighted in blue) with the objectives (highlighted in magenta)
and therequired actions (highlighted in green).




Timeline:

In the case of the Ensenada
Case study, the process was
over athreeyear period.
Hereisthetimelinefor the
Ensenada Case Study
mentioned earlier.




Planning Process Flow Chart

Market Analysis

Examination of Existing Port Conditions

Port Development Options

Financial Analysis and Plan Implementation




Summary of the Financial Analysis and Plan | mplementation.

Thebottom lineisthat the funding must be available for development to
continue. Furthermore, thetraffic must be steadily forthcoming to warrant
the development.

Thereisadedlicate balancethat must be continuoudly struck to ensurethe
most efficient and well-funded operationswhile avoiding over -spending.

Otherwisg, it islike Washington DC, where the money goesin, and nothing
useful ever comes out.



