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Cruise Liner Industry
1. Introduction

The cruise liner industry has for sometime been discussed as a target market for Cape Town. The Cape Town Tourism Development Framework report dated February 2004 states that “Cruise tourism is untapped with city, national and regional strategies not helping the situation” (9). The area framework component of the report further states “Cruise terminal- There is a requirement for a more detailed investigation of a tourism position into the viability and cost-benefit of the establishment of a cruise liner terminal in Cape Town.  Such an investigation would include: cost-benefit assessment of alternative locations; influence on the primary functions of the port; displacement of higher order port cruise activities; passenger behaviour and preferences; access to CBD and V&A Waterfront; current developments in the global cruise market; competitive/complementary terminal development in South Africa; the role of Cape Town in a Southern/East African cruise circuit etc.” (10)
There have been a number of reports commissioned concerning the potential to establish a cruise liner industry in South Africa and these have been used to help write this report. A bibliography of these reports is attached for reference.
2. Background
Cape Town has a long history of welcoming and saying farewell to passenger liners. Many Capetonians remember the era of the Union Castle mailships and the ‘City ‘ Line passengers vessels. There was a certain romance to travelling by sea between South Africa and Britain. The entry of the steamer into Table Bay was for many the highlight of the trip. That era has passed but travelling by sea remains popular but now it is cruise liners that ply the seas.

The cruise liner industry is one of the fastest growing segments of the tourism industry. Globally cruise liner passenger numbers have grown from approximately 4 million in 1990 to 13,6 million in 2005. The industry is estimated to be worth some $29 billion and it sustains approximately 559 000 jobs. (2)
In 2008 some 33 ships over 100 000 tons will be in service. 30 new ships are scheduled for delivery between January 2008 and December 2012 fuelled by the continuing increase in demand for high value cruise vacations and ever larger ships with more facilities and options. (8) While there has been a trend to build larger ships, flowing from segmentation of the market, there has also been an increase in the number of smaller and specialised vessels.

Rather surprisingly Cape Town has only partially benefited from the growth in the cruise liner market. Most of the cities worldwide against which Cape Town benchmarks itself have significant cruise liner activity together with impressive cruise liner terminals catering for the trade i.e. Vancouver, Sydney, Melbourne and of course Miami. Cruise liners are not only a profitable market for these cities but add considerably to the ambience of the areas. The sight of a massive cruise liner entering Venice, going under the Sydney harbour bridge or berthing at the beautiful terminal in Vancouver are moments that people wish to catch on camera. The entry of such a vessel into Table Bay would be an equally iconic moment. 
At present smaller cruise liners can be accommodated within the V & A complex but larger liners must use cargo berths in Duncan Dock.

3. Market factors
There are three basic segments of the cruise liner industry namely:
· Round-the-World or classic cruises;

· Repositioning cruises, where a cruise vessel is relocating from one home-port of a destination and offers a cruise to another destination;

· Destination or area based cruises, where a cruise ship is located within a specific area and is based at a ‘home-port’ in close proximity to the area of its cruise itinerary and returns to the home-port at the end of the voyage. 
Fly/cruise tourism is usually available for each of the above categories. (4) This situation limits home-ports to those that have international flight connections. So in case of South Africa only Cape Town or Durban would qualify as potential home-ports.

At present Cape Town and Durban feature on the schedule of round-the–world and vessels on repositioning cruises but this is a limited market.
Destination or area based cruises are by far the largest component of the cruising market. In areas such as the Caribbean, the Baltic, West Coast of North America and the Mediterranean cruising is a major business. It is interesting to note that the East Coast of Australia and New Zealand have become popular destination bases experiencing 28% per annum growth during 2000-2003. (4) South and Southern Africa is one of the few remaining suitable places left in the world where destination based cruising does not exist to any significant degree.

On the South African coast at present only Durban has any cruises based in the harbour. Starlight Cruises are based in Durban and offer cruises to Mozambique. These cruises are aimed to attract South Africans rather than the international tourists. 
KwaZulu-Natal (KZN) Tourism has taken a pro-active approach to try to position Durban and Richards Bay as cruise liner ports. KZN Tourism has become a member of the Cruise Indian Ocean Association. Representatives from KZN Tourism attend the annual Miami Trade Show which focuses on cruising as well as other such events in Europe and the Far East. 
The cruise liner industry is highly oligopolistic. There are 10 major cruise lines worldwide of which 8 are owned by just 3 corporations. It is estimated that Carnival Corporation control almost 50% of the market, followed by RCCL with about 25%, Star Cruises with 12% and the balance 15%.
According to KZN Tourism the cruise liner operators state that they will come to South Africa if facilities are available. Given this position Durban is planning to build a dedicated cruise liner terminal as part of phase 6 of the Point Development. At present phase 6 is planned to be implemented in 2010.
In addition, in terms of the memorandum of understanding between KZN Tourism, Eastern Cape Tourism and Cape Town Routes Unlimited, they have agreed to co-operate to attempt to develop South Africa as a cruising destination.

With its vast array of attractions theoretically South and Southern Africa should be able to establish a vibrant destination based cruise industry. Cape Town and its’ surrounds, the Winelands, Addo Elephant Park and the growing number of private reserves close to Port Elizabeth/Coega, the Wild Coast, Durban from which trips to the Ukhlahamba Drakensberg range is achievable, the Hluhluwe-Imfilosi Parks and Isimangiliso/Greater St Lucia Park are all close to Richards Bay, the Mozambique coast and islands, Zanzibar, Mombasa as well as the stark attractions of the Namibian coast are just some of the attractions on offer. There is so much potential and so much to show the visitor.
Cruise liner passengers are high spending tourists, generally, falling into the upper income bracket. Many of these people are important figures in their own countries capable of influencing investment decisions. Clearly if these visitors return to their own countries with a positive image of our region then further investment could flow. 

The KPMG report makes the important point that cruise tourists should not be assumed to be different from any other international visitor. Cruise tourists want to see the same attractions as every other visitor to the country. (1) In the case of South Africa the main attractions would include scenery, wildlife and the people. A cruise which took in Cape Town, Port Elizabeth, Durban and Richards Bay could include all of the elements of the main attractions.
KPMG also state that the cruises should just be part of the package of offerings that South Africa should promote/market. The promotion would need to cover, not only the cruise liner operators, but also the source/target community. What is required is for the target community to demand cruises to an area from the operators. (1)
It follows that cruises would need to be integrated within the country’s tourist attractions and services. For example, a popular package offered in Canada is to fly to Calgary to join the Rocky Mountaineer train over the Canadian Rockies. The train journey ends in Vancouver where the tour continues by joining a cruise to Alaska. The cruise returns to Vancouver where the tourist leaves the vessel and flies back home. There has been a suggestion that cruises would only benefit the coastal ports but the Canadian example clearly indicates that with a bit of ingenuity this is not necessarily so.
Given this position, if South and Southern Africa are to be successful in establishing the area as a cruise destination base, it is essential that all the countries and provinces in the region work together. It is unlikely that one City or region can develop the market alone. It will require a concentrated effort involving a number of role-players to ensure that the objectives are achieved.
4. Value of the industry

Accurate data covering the cruise liner industry seems lacking. South African Tourism quotes spending by cruise tourists to South Africa as being between R850-R33 000. 

Bermelio Ajamil & Partners Inc state that the average daily spend by a cruise tourist in the Caribbean is $124 and for a crew member $63. They estimate that one vessel carrying 2000 passengers, with a crew of 600 would result in expenditure of R2 286 400 per day, excluding victualling, port tariffs etc. Based on these figures a 7 day cruise Cape Town, Port Elizabeth, Durban, Richards Bay returning to Cape Town would result in expenditure of R9,14 M. Just 25 of such cruises would result in revenue of R228,5M (2)
Clearly detailed analysis of the costs and benefits related to the cruise liner industry is required.
5. Infrastructure and services to support the industry

World wide all the major cruise liner home-ports have dedicated cruise liner terminals. None of the South African ports has a facility that matches what is available elsewhere. The lack of decent facilities at the ports will make a poor impression on both cruise liner operators and tourists. If South Africa is serious about the cruise liner industry as a target market then it needs to provide facilities that at least match those provided internationally.
There is a particular problem for port operators in that cruise liners are not a particularly attractive financial option, certainly not relative to cargo handling. Given this position not many port authorities are going to build dedicated cruise liner terminals and the National Ports Authority are not likely to be any different. It appears that cruise liner terminals are unlikely to provide a direct positive return on investment for the harbour authorities or for the public sector. In any event, at present there are probably insufficient cruise liners visiting Cape Town to warrant the construction of a dedicated cruise liner terminal. However, according to KZN Tourism’s research, without the facilities to cater for cruise liners they will not come to our shores.
The value of the cruise liners is to the port where it calls. An analogy can be drawn between a convention centre and a cruise liner terminal. Convention centres very rarely cover their full capital and operating costs but they attract visitors that fill local hotels, restaurants and spend money in the town. The cruise liner industry is no different and the real benefit is to local business rather than the harbour authorities. The problem is if the city does not have the facilities then it will not attract the cruise liners.
Given that the destination based market is largely fly/cruise Cape Town, with its’ international airport, would be the obvious choice as a base for the vessels on the coast.

A special form of private, public partnership would be needed to develop cruise liner facilities. Sydney, Melbourne, Vancouver and Auckland have all built dedicated cruise liner terminals. There is a need to investigate how these cities financed the building of the required facilities.
The trend worldwide is to construct multi-use facilities that can be used as cruise liner terminals and other uses. The site that has the greatest potential to perform such a multi functional role in Duncan Dock is opposite the convention centre at E or F berth. Indeed such a terminal could be linked to and act as an extension of the existing convention centre. The design of the expansion of the Cape Town Convention Centre needs to take account of the provision for a multi-purpose cruise liner terminal to be added at a later date. It is quite possible to construct the terminal so it does not unduly affect cargo operations in the harbour by straddling the gangway across the wharf to meet the point where the passengers disembark. A dedicated cruise liner terminal linked to the convention centre could be a spectacular facility. However clearly opposite the Convention Centre is not the only site where a multi-use facility could be located and this issue may need more investigation in consultation with the National Port Authority and other bodies.
At least Cape Town and Durban as potential home-ports should have dedicated terminals but the planning of the new Port Elizabeth and Richards Bay waterfront developments should consider catering for cruise liners.
A benefit of a cruise liner is that it is capable of visiting an area where the landside infrastructure may be limited. Given this position areas in Southern Africa with limited past exposure to tourism could become accessible to cruise liners. Areas of  Mozambique, Tanzania and Angola previously inaccessible to the majority tourists could be reached through the use of cruise liners.
There are however additional problems that will need to be addressed when looking to extend the destination concept beyond South Africa to our SADC neighbours. For example a ship carrying 2000 passengers would need about 45 luxury coaches to take the tourists on excursions. How would this particular logistical problem be tackled in, for example, Pemba, Mozambique?  Pemba may have the attractions but how to make them accessible to such a large number of tourists at one time?
6. 2010 Window of opportunity
It appears likely that cruise liners will need to be chartered by FIFA to provide accommodation for fans visiting South Africa in 2010. Quite what the berthing configuration will be or which ports will be used remains unclear. However it is assumed that Cape Town, Port Elizabeth and Durban harbours will all required to accommodate cruise liners. Although it may not be the best time of the year, it seems probable that repositioning cruises will be offered as part of a package to visit South Africa for the World Cup.  The occasion of the World Cup could be used to promote the potential of South and Southern Africa to the industry.
7. Summary

At present smaller cruise liners can be accommodated within the V& A complex but larger liners must use cargo berths in Duncan Dock.  A custom built multi-use berth catering for cruise liners, preferably opposite the convention centre is suggested by private sector developers.  However this particular proposal is but one element of what is required to develop the cruise liner industry in South and Southern Africa. At present several bodies around the country support the development of this segment of the tourism industry but no one is taking the initiative to drive the process. KwaZulu Natal is promoting their particular province and private sector groups are promoting the construction of a terminal in Cape Town. However it is contended that it requires an initiative which involves all role-players around the country and the region if efforts to develop this industry in South and Southern Africa are to be successful. 

It is contended that to a large extent South and Southern Africa are failing to benefit from the lucrative and fast growing cruising market. Australia/New Zealand/Pacific Islands have developed a dynamic round-the–world, relocation and destination based cruise liner industry so why not South and Southern Africa? This situation is surprising given that the region has game parks, coral reefs, spectacular islands, deserts, classic destinations such as Cape Town and Zanzibar plus a range of other interesting attractions within easy reach of coastal ports. 
There are probably a number of reasons why this market remains unexploited including the following:


-   The value of the market is not well recognized in Southern Africa;

-   The infrastructure required by the industry is inadequate or non existent;

-    The National Ports Authority does not consider the cruise liner industry to be a 
      target market;
· Cruise liner owners are largely unaware of the potential;

· Efforts to promote the cruise liner industry have been largely disparate.

· High repositioning costs being distant from other major destination based       cruise liner markets;
· The perceived seasonality of the Southern African market.
Clearly a cruise liner carrying up to 2000 passengers has the potential to considerably benefit the local tourism industry but a more serious evaluation of the potential is required. The evaluation would need to include an assessment of the market potential of the cruise liner industry to the region, discussions with and marketing of the concept to cruise liner owners (possibly inviting them to the region to show them the potential), an evaluation of the infrastructure provision and the costing regime available/required to be applied at Southern African harbours. In addition cruising would need to become a component of SATour’s and the local tourism bodies marketing campaigns.
A good deal of work by a number of bodies has already taken place to assess the potential of the cruising industry to South and Southern Africa. However to date these efforts have largely been disparate and uncoordinated. The key to taking the process forward is to combine the efforts and to ensure that the project becomes a priority of all relevant role-players- the various spheres of government, parastatals and the private sector.
Notwithstanding the fact that the promotion of the South and Southern Africa needs to be a combined effort, the reality is that the process needs a champion. KZN Tourism has been reasonably proactive in the field but has failed to actively involve the other essential role-players. Given the tremendous potential of the industry and bearing in mind the possible link between the construction of the extension to the Convention Centre and a cruise liner terminal, it is recommended that the City of Cape Town takes the lead in this initiative. As a first step it is recommended that a consultant recognized by the cruise liner industry be appointed to answer the questions raised earlier in this chapter. As mentioned earlier, part of the study the consultant would need to undertake would be to contact the major cruise liner operators to understand their demands and to make recommendations to Cape Town as to how increase its’ market share of this valuable industry.
8. Recommendation:
1. Appoint a consultant recognized by the cruise liner industry to report on the following:

· to assess the market potential of the cruise liner industry to the region;

· to contact the major operators to assess their interest in our region and better understand their requirements;

· to evaluate what infrastructure and services would be required to service the industry;

· to benchmark Southern African harbour costs covering services related to the cruise liner industry;

· to understand and report on how other regions such as Australasia managed to develop the market in their region;

· to make recommendations as to what form of model could be established to fund cruise liner facilities.
D J Gretton

Tel: 021 710 8020   
Cell:  084 4444170

David.gretton@capetown.gov.za
3 July 2007 and 31 January 2008
