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From liners to cruise ships
T he global cruise industry carried about 19.1 m illion passengers 
in  2011, up from  7.2 m illio n  in  2000. S ince 1990, over 154 
m illion passengers have taken a cruise o f  m ore than tw o days. O f  
this num ber, over 68 percen t o f  the total passengers have been  
generated in  the past 10 years and nearly 40 percent in  the past 
five years. T he global grow th rate o f  the cruise industry has been 
endu rin g  and stable, at around  7 p e rcen t p e r year, in  spite o f 
econom ic cycles o f grow th and recession.

T h e  em ergence o f  th e  cruise industry  can be traced to  the 
dem ise o f  th e  ocean  lin e r in  th e  1960s as it was replaced by 
fast jet services for w hich  it could no t com pete. T he last liners 
becam e the first cruise ships; the availability o f  a fleet o f  liners, 
w hose utility was no longer commercially justifiable, incited their 
reconversion to  form  the first fleet o f  cruise ships. However, liners 
were no t particularly suitable to the requirements o f  the em erging 
cruise industry. For instance, since m any liners w ere designed to 
operate on the N o rth  Atlantic throughout the year for scheduled 
passenger services, their ou tdoor amenities such as boardwalks and 
sw im m ing pools w ere lim ited. Additionally, they w ere bu ilt for 
speed (which was their trademark) w ith  the related high levels o f 
fuel consum ption.

T he  first dedicated cruise ships began to  appear in  the 1970s 
and could carry about 1,000 passengers. By the 1980s, economies 
o f  scale w ere further expanded w ith  cruise ships that could carry 
m ore than 2,0C)0 passengers. T he current largest cruise ships have 
a capacity o f  about 6,0C)0 passengers.

The cruise industry finds its business model
T h e  m o d ern  cruise industry  began  in  the  late 1960s and early 
1970s w ith  th e  fo u n d in g  o f  N o rw eg ian  C ru ise  T ine (1966), 
R o y a l C a rib b e a n  In te rn a tio n a l (1968) and  C arn iv a l C ru ise  
Tines (1972), w h ich  have rem ained the largest cruise lines. T he  
early goal o f  the cruise industry  was to  develop a mass m arket, 
since cruising was un til th en  an activity for the elite. In  doing 
so, it  d eveloped  a business m o d e l reflec ting  th e  m o b ility  o f  
its assets: th e  cruise industry  sells itineraries, n o t destinations, 
im ply ing  a g rea ter flexibility  in  th e  selection  o f  ports o f  call 
and adaptability to  changing m arket conditions.

A pplying this business m odel in  th e  past decades, th e  cruise 
industry  developed in to  a mass m arket using large vessels and 
add ing  m ore  revenue g enera ting  passenger services onboard . 
T h e  C a rib b e a n , w ith  its w in te r  p eak  season , rem ains th e  
key m arket, b u t its dom inance  is be in g  slowly eroded by the 
M editerranean  m arket, w h ich  offers a com plem entary  sum m er 
peak season. Furtherm ore, strong niche markets have developed, 
focusing on, for instance, h istory  (Hanseatic cities in  n o rth e rn  
Europe) o r natural am enities (Alaska). Since the cruise industry 
is a relatively small segm en t o f  th e  g lobal to u ris tic  sector, it 
has so far been  very successful at finding custom ers to  fill ever 
larger ships. T h e  cruise p roduct has becom e diversified to attract 
n ew  custom ers and to  respond  to  th e  preferences o f  a w ide  
array o f  custom er groups. In  doing so, th e  cruise industry  has 
innovated  th ro u g h  th e  developm ent o f  new  destinations, new

ship designs, new  and diverse onboard  am enities, facilities and 
services, plus w ide-ranging  shore side activities.

Capturing passengers and value
W hat is novel w ith  cruising is tha t the ship represents in  itself 
the destination, essentially acting as a floating hotel (or a them e 
park) w ith  all th e  re la ted  facilities (bars, restau ran ts, shops, 
theaters, casinos and sw im m ing  pools). T his p e rm itted  cruise 
lines to  develop a captive m arket w ith in  their ships as well as for 
shore based activities (for example, excursions o r facilities entirely 
ow ned by subsidiaries o f  the cruise line). Some cruise operators 
go very far in  developing new  entertainm ent concepts on  board 
o f their vessels, such as surf pools, w ater parks, ice skating rinks or 
rock climbing walls.

O nboard  services typically accoun t fo r b e tw een  20 and 30 
percen t o f  the total cruise line revenues. T he average custom er 
spends about $1,700 fo r the ir cruise, including on  ship and off 
ship expenses fo r goods and services. T h e  m ajo rity  o f  these 
expenses are captured w ith in  the cruise ship, as passengers spend 
on average $100 per p o rt o f call.

Selecting itineraries
Three m ain types o f  itineraries can be found:
• P eren n ia l — T he reg ion  covered by the itinerary  is serviced 

th roughou t the year as the dem and remains resilient, w hich is 
associated w ith  stable (subtropical) w eather conditions as well as 
stable itineraries. T here may be significant seasonal variations in 
the num ber o f  ships deployed bu t the m arket remains serviced 
th roughou t the year. T he C aribbean is the forem ost perennial 
cruise m arket (sum m er low  season), b u t the M editerranean  is 
also serviced year round, w ith  a w in ter low season.

• S e a s o n a l — W ea th e r is th e  d o m in a n t fa c to r  ex p la in in g  
seasonality, im plying that som e regions have a m arket potential 
only during a specific period or season. This is particularly the 
case for Baltic, N orw egian, Alaskan and N ew  England cruises 
th a t are serv iced  d u rin g  su m m er m o n th s. Inversely, Sou th  
A m erican  and A ustralian itineraries are serviced d u ring  the 
w in ter m onths.

• R e p o s it io n in g  — B ecause o f  th e  seasonality o f  th e  cruise 
industry the repositioning o f  ships betw een seasons is required. 
C ruise com panies are increasingly using this opp o rtu n ity  to 
offer custom ers low er cost cruises fo r th e  inconven ience  o f  
having to book  air travel arrangements for the return trip since 
the beg inn ing  and ending ports o f  call are no t the same. This 
m ainly takes place across the A tlantic as ships m ove from  the 
w in te r C aribbean  peak season to th e  sum m er M editerranean  
peak season (and vice versa).

T he num ber and order o f  p o rt calls, the  total sailing distance 
and the vessel speed are the m ain determ inants o f  the total vessel 
roundtrip  time. Schedule reliability is o f  u tm ost im portance to 
cruise passengers, particularly w hen  a tight synchronization exists 
betw een their arrival at the hub p o rt and the departure o f  their 
international flights.
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W h en  delays along the route and in  ports give rise to schedule 
reliability problem s, cruise ship operators often  decide to  catch 
up lost tim e by increasing the sailing speed at night. Cruise ship 
operators can insert tim e buffers in  th e  cruise liner service to 
reduce the risks o f  delays.

Caribbean itineraries: the cradle of the 
cruise industry
T h e  C arib b ean  is th e  w o rld ’s largest cru ise sh ipp ing  m arket, 
representing over 40 percent o f the annual cruise supply. It acts as 
an ideal cruising destination for the following reasons:

• T he C aribbean is m ostly a chain o f  islands in  close proximity, 
im ply ing  sh o rt cru ising  distances b e tw een  ports o f  call. T he  
clim ate is subtropical w ith  lim ited  tem pera tu re  fluctuations, 
albeit the hurricane season (August to O ctober) can create some 
disruptions. T here are a variety o f  landscapes ranging from  rain 
forests to  sem i-arid conditions, as well as the presence o f  coral 
and volcanic islands.

•T h e  re g io n  has a lo n g  h is to ry  associated  w ith  E u ro p ean  
co lon ialism  and  accoun ts fo r th e  o ldest settlem en ts in  th e  
A m ericas. A frican , E lispanic, E n g lish , F ren ch  and  D u tc h  
influences are prevalent, conferring  a very diversified cultural 
landscape th a t o ften  changes com pletely  from  one island to  
the other. T herefore, the cruise industry is able to  offer to  its 
customers a variety o f  cultural experiences in  close proximity.

• B eing  ad jacent to  the  U S offers a large m arket o f  po ten tia l 
tourists able to  afford cruise packages w ithou t having to  travel 
far to start a cruising itinerary.

M ost C aribbean  cruises beg in  (and end) from  the M iam i or 
Fort Eauderdale cruise ports that act as the m ain hub ports. B oth 
are m ajor airports well connected to the rest o f  the US. N ew  York 
is also a significant hub port, bu t its distance limits its C aribbean 
p o rts  o f  call op tio n s; K ings W h a rf  (B erm uda) rep resen ts a 
com m on p o rt call fo r N ew  York bo u n d  C aribbean  itineraries. 
Itineraries using San Juan, P uerto  R ico  as a hub p o rt have the 
advantage o f  being able to effectively cover the eastern Caribbean, 
the furthest from the US and no t serviced by cruises o f seven days 
and less calling from  southern  Florida.

T he typical itinerary is o f  about seven nights duration, w hich 
enables to cover a sub-reg ion  o f  the C aribbean  com prising o f 
three or four ports o f  call (see Figure 1). Cruise ships com m only 
arrive  at th e  p o r t  o f  call early in  th e  m o rn in g  and leave in  
th e  evening, using  th e  n ig h t to  sail to  th e  n ex t p o r t o f  call. 
To take advantage o f  a lo ca tio n  th a t does n o t have sufficient 
infrastructure to  accom m odate cruise operations, several cruise 
shipping companies developed private cruise terminals, including 
related private touristic amenities, such as beaches, craft markets 
and restaurants. A salient exam ple is Eabadee in Elaiti, w hich  is 
privately ow ned by R oyal C aribbean Cruises. T he facility is an 
enclave protected by private security forces and acts as a p o rt o f 
call for m ost o f  the company's W estern C aribbean itineraries.

Mediterranean itineraries: an emerging 
complementarity
T he M editerranean is the w orlds second largest cruise shipping 
market, representing over 29 percent o f  the annual cruise capacity.

A tlantic Ocean

Guff of Mexico

Caribbean Sea

B l l a u d e i d a l t

Figure 1. Selected cru ise Itineraries, C aribbean.
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Figure 2. Selected cru ise Itineraries, M ed iterranean .

Its adjacency to  E urope provides the advantage o f  a large pool 
o f  custom ers. I t is a perenn ia l cru ise  m arke t w ith  a sum m er 
peak season (several itineraries are n o t serviced in  the w inter). 
T h e  M ed ite rran ean  offers seaside reso rt destinations as well 
as w orld  class cultural am enities, as several cities are m useum s 
by them selves (for exam ple,V enice). Seven day itineraries are 
struc tu red  in to  small loops o f  fo u r to  five ports o f  call, each 
covering a specific sub-region, such as the Adriatic or the Spanish 
coast (see Figure 2). Since the distances betw een ports o f  call are 
relatively short, this leaves additional tim e fo r shore excursions 
as each p o r t o f  call offers a w ide  array o f  cultu ral am enities. 
Itineraries o f 14 days are also being offered, covering large parts o f 
the European side o f  the M editerranean.

M any o f  th e  itinera ries are focused on  h is to rica l sites and 
exceptional scenery. T he m ost popular countries for cruise ports 
o f  call in  E urope are Italy, Spain and Greece. Strong grow th in  
M ed ite rran ean  cruises in  th e  past years has m ean t th a t som e 
ports are getting  very crow ded. This is particularly  felt in  top 
cruise to u ris t destinations such as S antorin i in  G reece, Venice 
in  Italy and D ubrovn ik  in  C roatia, b u t also hub  ports, such as 
C ivitavecchia and B arcelona, are challenged to  cope w ith  the 
strong grow th o f the past years.

The importance of ports of call
Cruise ports com e in to  three m ain  categories depending o f  the 
role they serve w ith in  their regions:

• D estin a tion  cruise p ort — There are several reasons w hy the 
cruise po rt area can be the sole destination. In the case o f cities 
such as Venice and Barcelona, the cultural amenities offered are 
w orld class to  the p o in t that tourists w ill have few  incentives 
to  see anything else in  the vicinity. Alternatively, in  some cases

there may be  safety and security  issues outside th e  p o rt area, 
w hich can be com m on in developing countries.

• G ateway cruise p ort — Some cruise ports act as technical stops 
since they offer no significant cultural or physical amenities, but 
are used because they are servicing a m ajor touristic destination. 
For instance, the po rt o f Civitavecchia is the gateway to R om e, 
one o f  the most visited cities in the world.

• B a la n ced  cru ise  p o r t — These represent an array o f  cruise 
ports w here th e  p o rt can be a destination, b u t excursions are 
also available. T he balance betw een the gateway and destination 
functions varies according to  w hat each p o rt and its region has 
to offer.

For m ost customers, a cruise involves two travel segments, the 
first being air travel to the hub p o rt (with a return  trip) and the 
second is the cruise itself. It is therefore im portant that the hub 
port is serviced by a well connected airport, w ith  significant airlift 
capacity and w h ich  represents in  itself a tou ristic  destination . 
This is the case for M iami, Fort Tauderdale and San Juan; these 
are respectively well connected airports and act as hub  ports for 
C aribbean itineraries. Barcelona and Civitavecchia (near R om e) 
are m ajor hub ports for the M editerranean and are well serviced 
by air transportation. Poorly connected  airports are com m only 
associated w ith  higher airfares, w hich impair the competitiveness 
o f  the city for mass tourism . T here are a num ber o f  custom er 
benefits linked to having m ore cruise embarkation points available, 
such as drive to convenience (particularly felt in N o rth  America) 
and fewer airport hassles. M ore ‘close to hom e’ ports also increase 
the likelihood o f cruising; the reason w hy cruise lines will call at 
ports along the American G ulf Coast and Eastern Seaboard, such 
as Tampa, Galveston, B altim ore and N ew  Orleans, is to  capture 
customers wishing to avoid the hassles o f flying to a hub port.
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Live by the supply, perish by the supply?
T he cruise industry has em erged to  becom e a significant niche 
to  the global tourism  industry. T he selection o f  ports o f call and 
itineraries are carefully pondered  to  m axim ize the com m ercial 
potential and utilization o f  the ship assets. Since the cruise industry 
appears fundam entally  to  be driven by supply, it is likely that 
supply saturation, as opposed to demand saturation, will constrain 
future developm ents and im pose a m aturity  on an industry that 
has until now  continued to  grow  rapidly. W hile large hub ports 
have the capacity to  accom m odate additional p o rt calls, it is the 
smaller ‘exotic’ or ‘must see’ ports that cruisers are seeking to  visit;

this presents challenges for additional capacity. B erth  availability 
and the capacity o f  small com m unities to  accom m odate large 
tourist influxes o f short duration have becom e salient issues. This 
is likely to incite the additional involvement o f the cruise industry 
in term inal operations, a trend that has already taken place w ith 
the setting o f  private p o rt or resort areas. A n em erging strategy 
involves the developm ent o f new  cruise terminals co-located w ith 
service amenities, such as hotels, attractions, condom inium s and 
shopping malls. W hile  a fu rth er fragm entation  o f  itineraries is 
likely to  take place, a closer integration betw een the cruise port 
and cruise shipping industry is to be expected.
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