Cruise Lines


A cruise line is a company that operates cruise ships and markets cruises to the public.  Cruise lines are distinct from passenger lines which are primarily concerned with transportation of their passengers. Cruise lines have a dual character: they are partly in the transportation business, and partly in the leisure entertainment business; a duality that carries down into the ships themselves, which have both a crew headed by the ship's captain, and a hospitality staff headed by the equivalent of a hotel manager.

Among cruise lines, some are direct descendants of the traditional passenger lines, while others were founded from the 1960s on specifically for cruising. The business has been extremely volatile; the ships are massive capital expenditures with very high operating costs, and a slight dip in bookings can easily put a company out of business. Cruise lines frequently sell, renovate, or simply rename their ships just to keep up with travel trends.

A wave of failures and consolidations in the 1990s has led to many companies to be bought by much larger holding companies and to operate as "brands" within larger corporations, much as a large automobile company holding several makes of cars. Brands exist partly because of repeat customer loyalty, and also to offer different levels of quality and service.  For instance, Carnival Corporation & plc owns both Carnival Cruise Line, whose former image were vessels that had a reputation as "party ships" for younger travelers, but have become large, modern, yet still profitable, and Holland America Line, whose ships cultivate an image of classic elegance.

A common practice in the cruise industry in listing cruise ship transfers and orders is to list the smaller operating company, not the larger holding corporation, as the recipient cruise line of the sale, transfer, or new order.  In other words, Carnival Cruise Line and Holland America Line, for example, are the cruise lines from this common industry practice point of view; whereas Carnival Corporation & plc and Royal Caribbean Cruises Ltd., for example, can be considered holding corporations of cruise lines. This industry practice of using the brand, not the larger holding corporation, as the cruise line is also followed in the member cruise lines in Cruise Lines International Association (CLIA), the list of cruise lines, and the member-based reviews of cruise lines.

Currently the largest cruise lines or brands, not holding corporations, include  Carnival Cruise Line, Royal Caribbean International, Norwegian Cruise Line, MSC Cruises, Costa Cruises, Princess Cruises, AIDA Cruises, Celebrity Cruises, Windstar Cruises, Viking Cruises, Thomson Cruises, Transocean Tours, TUI Cruises, Uniworld River Cruises, Un-Cruise Adventures, Saga Cruises, Seabourn Cruise Line, Silversea Cruises, Star Cruises, and Holland America Line.
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THE CRUISE INDUSTRY

Cruise Lines International Association (CLIA) states that cruising is currently
fastest-growing segment of the travel industry. It is experiencing a surge of gros
in passengers, ships, and ship passenger capacity. Cruise lines are expanding thes
fleets and adding new amenities and new ports of call. As with other sectors
travel suppliers, a great deal of consolidation is taking place.

Since 1980, the industry has had an average annual growth rate of 8.4 perce:
In 1980, 1.43 million passengers cruised; in 1997, a new record was set with 5.
million passengers (see Table 5.5). Every year since, a new record has been set, wi
6.88 million passengers in 2000. The average length of a cruise in 2000 was 6.5 day
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TABLE 5.5

Passengers Passengers
Year (in millions) Year (in millions)
1980 1.43 1995 438
1985 215 1996

1990 3.64 1997

1991 3.98 1998

1992 4.14 1999

1993 4.48 2000

1994 445

Source: Cruise Lines International Association.

Although ships have beena means of transportation since carly times, the cruise
industry is young. Its purpose is really to provide a resort experience rather than
point-to-point transportation. Though the modern-day cruise industry is barely 20
years old, it has established itself as an important component of the United States
travel and tourism industry. A study in 1999 by Business Research and Economic
Advisors and WEFA, Inc., indicated that the cruise industry has an estimated eco-
nomic impact on the United States of approximately $1 billion annually, and it
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is projected to have an $18.8 billion impact in 2002. Cruise lines directly employ
some 24,000 Americans.

Historically, most of the cruise companies have focused their marketing efforts
on North American clientele. However, with a marked increase in recent years of
European, South American, and Asian vacationers taking American-style cruises,
those companies have begun to pay more attention to the international markets.
Additionally, some of these cruise companies have positioned ships in Europe for
seasonal operations, thereby creating greater awareness among European clientele.

The cruise industry’s performance and satisfaction are the pacesetter for the
rest of the travel industry. No other vacation category can touch a cruise for prod-
uct satisfaction and repeat business. Of those who have cruised in the last five years.
the average number of cruises per person is 2.4, or one cruise every two years.

Growth has affected not only passenger and ship capacity, but the ports of em-
barkation as well.

Ports

Ports within the state of Florida serve as home for the majority of the U.S.-based
cruise industry. This is primarily due to the state’s close proximity to the prime cruis-
ing waters of the Caribbean. Most of these cruises are of three, four, and seven days
in length, though there are some voyages of 10 and 14 days. Miami currently claims
the title “Cruise Capital of the World.” Ports in Fort Lauderdale, Tampa, and Port
Canaveral also play host to a number of cruise ships. Several ships operating
Caribbean cruises are also based in New Orleans, Louisiana.

New York City and Boston are popular embarkation points for cruises to New.
England, Bermuda, and Canada’s maritime provinces.

On the West Coast of the United States, both Los Angeles and San Diego are
home ports for cruises of three, four, and seven days to Mexico.

San Juan, Puerto Rico, a U.S. territory, has also become a popular port of em=
barkation for seven-day cruises to the southern Caribbean.

One of the most popular summertime cruising areas in recent years is Alaska’s
Inside Passage. These cruises are frequently combined with land excursions into
Alaska’s interior and the Yukon Territory. Most of these cruises depart from Van-
couver, British Columbia, Canada.

One company, Delta Queen Steamboat Company, offers cruises on some of
America’s most famous rivers, including the Mississippt and Ohio, on riverboats
styled after turn-of-the-century paddle-wheel steamers.

Cruise Itineraries Cover the Globe

Though the islands of the Caribbean continue to be the leading year-round dest-
nation, CLIA member cruise lines service cruising areas around the world. The:
Mediterranean Sea plays host to an increas number of cruise ships during the
summer season, and CLIA reports that the industry continues to show an increased
emphasis on European and Southeast Asia itineraries. In 1998 the Caribbean share
was over 46 percent, the Mediterranean over 11 percent, Alaska and northers
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Europe over 8 percent, the Bahamas over 6 percent, and transcanal and western
Mexico over 5 percent. African destinations are increasing sharply while Southeast
Asia is declining.

And one of the world’s greatest adventures—a transit of the Panama Canal—
remains one of the industry’s big attractions. These cruises usually either begin or
end in San Francisco, Los Angeles, or Ft. Lauderdale.

lew Ships and New Markets

The North American cruise industry has enjoyed tremendous success in the last
decade and has continued to reinvest profits in new, modern cruise ships. Ap-
proximately 71 new ships have been introduced since 1990. Another fifty new ships
are contracted or planned to be added to the North American fleet from 2001
through 2005. Berths have been expanding at a rapid rate (7.4 percent). CLIA re-
ported 155,649 berths in 2001, and they predict capacity will increase by 10 per-
cent a year for the next six years. As the cruise industry continues to expand,
industry observers predict that new markets outside North America will become of
greater importance in the coming years.

olidation

Consolidation that has been taking place in the travel industry is rampant in the
cruise sector as well. Carnival Corporation is the world’s largest cruise company and
recently acquired Cunard and Costa Cruise Lines. They already own Holland Amer-
ica, Windstar, and Seabourn. Royal Caribbean International (RCI) is the second-
largest player and recently acquired Celebrity Cruises. Princess Cruises is the
third-largest company. These top three control 71 percent of all cruise berths. Com-
petition is fierce, with these three companies adding new 2000 passenger ships and
Disney having launched its new cruise line. Carnival is building twelve new ships.
RCI ten, and Princess five, all proposed to be launched between 2001 and 2005.
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While CLIA members (see the box) represent 97.7 percent of the North Amer-
ican cruise market and 87.2 percent of the ships, the world cruise fleet is suppl
mented by freighter cruises, river cruises, yachts, ferries, and charters. There
about eighty freighters that provide accommodations for a limited number of p:
sengers, such as 6 to 12. Freighter cruises tend to last a long time, go to unkno
parts, have schedules that can change rapidly, and be moderately priced. They
peal to the more adventurous traveler. River cruises are popular in the United Sta
on the Mississippi River on the Delta Queen and Mississippi Queen, in Egypt on
Nile, in Brazil on the Amazon, and in Europe on the Danube and Rhine, just
mention a few. Riverboat gambling is a recent addition on the Mississippi. Ba
and canal trips are also popular in many places.

Cruise Lines International Association

Cruise Lines International Association (CLIA) is a marketing and promotio
trade organization comprised of 23 of the major cruise lines serving North Am
ica, representing over 110 ships (see the box). CLIA was formed in 1975 out of
need for the cruise industry to develop a vehicle to promote the general conc
of cruising. CLIA exists to educate, train, promote, and explain the value, des
ability, and profitability of the cruise product.

When, in mid-1984, the Federal Maritime Commission consolidated other &
dustry organizations into CLIA, it became the sole marketing organization of
cruise industry. CLIA represents almost 97 percent of the cruise industry, and m:
than 21,000 travel agents are affiliated with CLIA and display the CLIA seal, whis
identifies them as authorities on cruise vacations. The CLIA headquarters is loca
at 500 Fifth Avenue, Suite 1407, New York, NY 10110; telephone (212) 921-01
fax (212) 921-0549; Web site h(tp://www.cruising.org.




