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Direct Economic Impact of Cruise Tourism for the Economies of

Europe 2015

Cruise Line Purchases 2015 (£ 6,900 Mil)

Other
o
14% Petrochemicals
11%

€6,9 Bil

Services
21%

Manufacturing
20%

Cruise Employee Compensation (€ 1,550 Mil)

Portugal
2%

Germany
8%

© Alexis Papathanassis

2015 ( €16,880 Mil)

Pax & Crew
Purchases
23%

Cruise Line
Purchases
41%

€ 16,8 Bil

Shipbuilding
27%

Cruise Employee
Compensation
9%

Passenger & Crew Spending 2015 (€ 3,832 Mil)

Direct Economic Impact of Cruise Tourism for the Economies of Europe Embarkation

Spending
(mainly
airfares)

46%

Visit
Spending

(Shopping,
F&B, Tours)
50%

Ship-Building 2015 (€ 4,604 Mil)

Other
22%

€ 4,6 Bil

Finland‘

% _Germany
11% 28%
(]

* Data Source: CLIA Europe Economic Impact Reports 2012-2016 — Online: http://www.cliaeurope.eu/media-room/clia-europe-
economic-contribution-report



Some Simple Observations...

‘Big Business benefits Big Business’

Ship-Building and Cruise-Line Purchases = € 11.5 Bill.
(68% of Total Impact)

~

Petrochemicals, Manufacturing and Transport / Logistics
= € 3.8 Bill. (55% of Cruise Line Purchases / 23% of Source
Total)

\.

market-

Germany, UK, and Italy = € 1.2 Bill. employee .
compensation(80% of the total of compensation) economies

A

.

benefit the

>

Airfares and Embarkation = € 1.8 Bill. of Pax & Crew most
Spending (46% of Total Pax and Crew Spending)

Germany, Italy and France = € 9.8 Bill. of Ship-Building
(67% of Ship Building / 58% of Total Impact)

J
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Distribution’ = Tail
becomes thicker

Anderson (2009): Effect

of ‘Democratisation of

TAIL: Rest 46 Tour Operators
37% of Market Share
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Driving tail towards niches

Anderson (2009): Effect of
‘Connecting Supply & Demand

T

Top 5 Cruise
Operators / Brands
63% of Market Share
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The current Highly-

sector, focusing

on -tourism and competing

on -reductions achieved
through and
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Intl. Cruise Capacity 2015:

Big 3 = 57% of Vessels / 79% of Pax Capacity

REVEVUE (% OF TOTAL)

AVERAGE PAX / VESSEL

RCL; 2498

2500 CCL: 2223

NCL; 2041
- .

1500

W

PASSENGERS

1000 Other: 788 Total Average, 841

500

Average Pax / Ship

© Alexis Papathanassis * Data Source: Cruise Market Watch (2016) - http://www.cruisemarketwatch.com/market-share/

** Data Source: Cruise Market Watch (2016) - http://www.cruisemarketwatch.com/capacity/



Average Cruiser 2015

Financial Breakdown*

Total Revenue = € 1640.68

1.800,00 € (2013: € 986)
58,88 £
1.600,00 € 7912€  paima .
217,12 €
1.400,00 € 237,36 €
1.242,00 € On Board Revenue
1.200,00 € =€ 398.68 212,52 €
(2013: €307)
1.000,00 € 176,64 €
800,00 € 189,52 €
600,00 € 180,32 €
Onboard Revenue
_ . 157,32 €
400,00 € =24.2% of Total Revenue
. . 98,44 €
(2013: 23.8%) 71,76 €
5428 €
200,00 € 50,60 €
0,00 € 207,92 €
200,00 €

© Alexis Papathanassis * Data Source: Cruise Market Watch (2016) - http://www.cruisemarketwatch.com/home/financial-breakdown-of-typical-cruiser/




Cruise Guest Motives*

Challenges for Destinations - Competition

Ranking of Best Vacation Type Factors Inluencing Cruise Selection
% of Cruisers, 2014 % of Cruisers, 2014
Ocean cruise 42%
, M Destination
Land-based vacation - 14%
j> Ease of Travel
All-inclusive resort . 9%
Overall experience
Resort non-package 6%
Visit friends/relatives 6%
Value4Money EM .

River cruise 4% Property/ship

Resort package I 4%
® Very high value
House rental I w | P B _ ® Cost
Box " Somewhat high value
@ Land-based escorted tour I 2% 69% o Moderate value
. ) 27
Camping trip 2% 4 " Low value Facilities
Vacation with business trip 1% Cruise Value vs. Land Vacation

% of Cruisers, 2014

© Alexis Papathanagsis * CLIA (2015). 2014 North American Cruise Market Profile Report. Online: http://www.cruising.org/docs/default-

source/research/clia_naconsumerprofile_2014.pdf



Friends of the Earth Scorecard

The Smaller the Better?

The higher the
Passenger Capacity, the
higher the FoE Total
»\
Passenger \S:iwage Air Pollution Total FoE Score Sco re
Capacity Treatment
(i.e. correlation significant at the 0.05 level)
Correlation Coefficient 1,000 14 ,227* * ’194*
Passenger
N 171 171 71 71
Correlation Coefficient ,143 1,000 ,184* ,831%* H
Sewage orrelation Coerfricien Fo E G ra d I ng
Treatment Sig. (2-tailed) ,062 . ,016 ,000
restmen i o o o o System correlated
Correlation Coefficient 1,000 ,677%* Wlth Stated crlte ria
Air Pollution Sig. (2-tailed) ,000 (i.e. correlation significant at the 0.05
level)
N 171 171

Newer-vessels tend to be La Fger and more technologically-

advanced... Hence more environmentally-friendly!

© Alexis Papathanassis

Source Data: Friends of the Earth Cruise Ship Report Card - http://www.foe.org/cruise-report-card



Smart Cruise Ships: RCL Anthem of the Seas

http://pocketnow.com/wp-
content/uploads/2015/11/AnthemoftheSeas__AZL2776.jpg

SURF » STREAM « SHAR High-SPGEd )
T S| Dedicated

THE FASTEST INTERNET AT SE Internet

http://www.royalcaribbeanblog.com/2014/10
https://secure.royalcaribbean.com/media/ima /05/99-days-of-quantum-royal-iq
ges/offers/featured/voom-sailings-support.jpg

- http://prevuemeetings.com/wp-
http://www.telegraph.co.uk/content/dam/Travel/le content/uploads/2014/09/Royal-
adAssets/32/61/Bionic-Bar_3261528a-large.jpg Caribbean-Digital-Signage.jpg

Virtual 7 RFID Services

Robotic | Balconies & Tracking
Entertainers 1

i

0219-Sinus-Award-2016/dancing-screens.jpg

"!I
=

RS Do Tt f . . http://images.huffingtonpost.com/2014-11-15-
1408793468_wristbandinusefinalcomposite.jpg

© Alexis Papathanagsis http://media.royalcaribbean.com/content/shared_assets/images/ 11
fleet/cabin_type/gallery_main/QN_studio_interior_305x202.jpg



Pax-Space & Pax-Crew Ratios...
A Look through 264 Vessels!

Space-Service
Ratio (Average 10)

© Alexis Papathanassis

Pax/Crew

e Average 1 Crew to
3 Pax:

A DU « Boutique: 1,79

e Mainstream: 2,71
e Superliner: 3,04
e Megaliner: 3,14

* Boutique: 19,7
* Mainstream: 9,9
e Superliner: 8,4
* Megaliner: 8,5

Space/Pax

e Average 26 GT per
Passenger — Guest
or Crew:

e Boutique: 31,01

e Mainstream: 24,28
e Superliner: 24,86

e Megaliner: 26,16




Mario... Robotic Cruise Host

| / Robot hostess puts IT in international
v Tourism Fair https://www.youtube.com/wat
h UnPA

Meet Connie, the Hil{
concierge https://WWW.Va :
/watch?v=ghbS- aTYw14

© Alexis Papathanassis



https://www.youtube.com/watch?v=ghbS-aTYw14
https://www.youtube.com/watch?v=fljHh__UnPA

The current of ships

and vessels will persist.

There are strong and
drivers for this!
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Cruise Passenger Development

Main European Markets

% Change YoY Passenger Growth EUROPEAN PAX DEVELOPMENT
45,0% 3,1%
40,0% 3,6% os% [
35,0% 13,4% — -
-0,7%
30,0%
25,0% 10,3% R?=0,997
20,0% “"-.‘.
15,0% 11,8%
oo R? =0,9699
5,0%
0,0%
2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15
Pax ('000)
R? =0,9948

R? = 0,9485

R2=0,7832

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

* Data Source: CLIA Europe Economic Impact Reports 2012-2016 — Online: http://www.cliaeurope.eu/media-room/clia-europe-
economic-contribution-report

© Alexis Papathanassis




Benefits of Cruise vs. Other Vacations

© Alexis Papathanassis

Cruise Guest Motives*

Hybrid Customers...

Chance to Visit Several Locations [ NG 70%

Relax/ Get Away From It All
Being pampered

Explore Vacation Area/Return Later
High quality entertainment
Easy to Plan and Arrange
Hassle-free

Variety of activities

Unique & Different

Fine dining

Luxurious

Offers something for everyone
Good value for the money
Exciting and Adventurous

Fun vacation

Makes me feel special - rich and famous
Romantic getaway

Reliable

Good vacation for entire family
Safe

Cultural Learning Experience
Comfortable accommodations
Good Activities for Children
Participate in Sports You Enjoy

60%
60%
I 50
59%
58%
57%
56%
55%
55%
54%
53%
52%
52%
51%
49%
48%
46%
45%
44%
40%
39%
36%
27%

% of Cruisers, 2014

Good to sample - :
destinations _ Cruising as a Source for Future Trips

85% % of Cruisers, 2014

Have returned to

destination first

visited by cruise
42%

Typically extend
vacation in port city

45%

Cruise Vacation Beliefs % of Cruisers, 2014

| enjoy cruising often, but prefer to mix cruising with other types of vacations 34
| enjoy cruising, but | do it infrequently and instead choose other types of vacations 28

| prefer cruising to other types of vacations and cruise as often as possible 18

| enjoy cruising, but consider it a vacation | would only take once or twice in my life 1

| don’t enjoy cruising and prefer other types of vacations instead 9

* CLIA (2015). 2014 North American Cruise Market Profile Report. Online: http://www.cruising.org/docs/default-

source/research/clia_naconsumerprofile_2014.pdf




Cruise Sector Digital IQ

Content & Booking Process Complexity = Human Agents

AVERAGE DIGITAL 1Q &
PERCENT OF BOOKINGS ONLINE

By Category

120 60% rj
L
113 MOBILE PRESENCE BY CATEGORY
110 50% % of Brands with the Following:
100% /
100 40% AIRLINES
76%
- 75% J
2 £ 66% ==
- H 61% .
2 qp 0% £ CRUISE LINES
3 3 50%
g o 50%
80 20% 24% HOTELS
25%
oy
13 -] 1 1 o&
6%
70 o 10% 0%
g -1 09'9 L L
Mobile Site Smartphone App iPad App
60 . . 0%
AIRLINES HOTELS CRUISE LINES

. . * Galloway, S. (2011). L2 Digital 1Q Index: Travel. Available Online: http://www.|2thinktank.com/research/travel-2011. Access Date: 12.06.2011
© Alexis Papathanassis Y & P
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Distribution Democratisation

Cruise Booking Process Complexity & Third Parties

Av. Time Spent  Search Bounce Av. Pageviews /
TRAVEL BOOKING % % % of Website  Visits (%) Rate (%) Visit
Online Marketing Share by Channel l l
Z »
100% a) 24,60%
69% 67% 66% 50% 56% 54% 41% 44% 44% = BRAND & ¢ 10:42:55
WEBSITE T35
= ONLINE TRAVEL £6 42%
AGENT (OTA)
80% pe
© 15,50%
o
o~ 6:27:00
=5
S
60%
(V]
9% 56% 56% 58 14,90%
g 8 5:26:27
3 L {+)
46% 5% 33%
44%
40% 41%
34% 0% 10% 20% 30% 40% 50% 60%
31% 33%
E 3
20%
Ratings of Distribution Channel with Best Service and Price
7 = Tour
operators
2008 2009 2010 2008 2009 2010 2008 2009 2010 The cruise
_ line directly
»& ﬁ ® Travel agents
AIRLINES HOTELS CRUISE LINES
Websites and
. online travel
Price retailers

% of Cruisers, 2014

. . * CLIA (2015). 2014 North American Cruise Market Profile Report. Online: http://www.cruising.org/docs/default-source/research/clia_naconsumerprofile_2014.pdf
© Alexis PapathanaSS|s ** Source Data: Alexa.com f

*** Galloway, S. (2011). L2 Digital 1Q Index: Travel. Available Online: http://www.|2thinktank.com/research/travel-2011. Access Date: 12.06.2011



Brand Development... For Free!
Social Media!

Cruise Critic

A TR
Yesterday ¥

A big "ol tip of the hat to Captain Greybeard for revealing the hull
design for Norwegian Cruise Line's Breakway. Painted by Peter
Max. Love it or hate it? http://bit.ly/OMY5aa

263
744

yesterday!

Like * Comment - Share
& 744 people like this.

7 view all 263 comments

© Alexis Papathanassis

20



!.lll‘ . 4
. = I - L= Ny
Pre-Cruise  Pre-Board  On Board

On Shore

Patenly Apple

Post-Cruise

Pre-Cruise

Building Guest Excitement

Cruise Exploration
Upsell Opportunities
Activies and Excursions
Port Accommodations
Bon Voyage Gifts

New Players Examples...

Apple iTravel Cruise

Social Networking Services

T

e
[T TSN ¥ 1 &
[ sHore Excunsions | L 3
T <o ! T_WvPROFLE ]
L—" -] — CAUNSE ACTIVES
i FINORTEFOO0S:
RESERVE FAVORTE GAMES
Would you Ik 10 take the
Sydney Opera House Toer? B (e )
| Erter Prefeconces
i ‘ Show Preterences: (| OFF)
[ BLUEMOUNTANS [ ADO || WY LOCATION PREFERENCES
RSSES : "’""':]' e worRwrE(oN ] )
| MAMGAZOOWMX  (AD0 ) | PO SRR

L ©

)

FIG.6

Pre-Board
Facilitate Guest Welcoming

Boarding Reminders
Showcase On-Board Activies
Capture Customer Preferences
Prepare for Check-In

|
Sytney Oper Hous Tour |
CANCEL ) (RESERVE |

| Patenty Apple

© Alexis Papathanassis

Patenty Apple

[

On Board

Enhanced
Entertainment Access

Pre-Boarding Information On Board - Enhanced Entertainment & Social C{
600 = -

FIG. 7 i

e s caes |

Pg

/|

ravel - Overview of the Cruise Package

FIG. 2

FIG. 3

Patently Apple

FIG.9

On Shore

Provide More Fun to Go

PORT SCHEDULE
5

Feah 6
) . e
Cabin ontrl ©) i &
Dining and Activiy Information ~
Custom Recommendations. Location-Based Attractions 61°F
Book Excursions and In-Port Schedule o
Activities Excursion Details Vo Juns 68, 3
Social C A .
ol Conmactions 7 Send Tourism Information Al asve
Restaurant Reservations wa
Sl
—
wst| FIG.8 e
o —_
7 —
s 1 3\
THE CA ' -
A
| [
oK ) (5 @)
(D) THE PHANTOM OF
| s00n ) THE OPERA WILL BEGIN
B | waomnuTEsNTHe || |
= ‘GRAND THEATER. 802
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wie
| ) 4
] : T
= # (B
~
<
|\ |\ /)

Patenty Apple

Patenty Apple

“Educating & Building

Experience

“Creating Memories &
Future Cruises”

“Building Relationships”

Monetization
“Services and Upgrades”

/—310

Affiliates
“Creating Opportunities”

FIG. 12 1200

Continue the Conversation

Debarkation Schedule

Rewards and Affiliates
Post-Cruise Purchases
Bounceback Offers

s L s Pos G - Debarale, Rewars & e

ft DEBARKATION.
1202 —}4- Satueday, June 20tn, 2058 |
Tt s wh o Wb
e e bpwention |
e w |

| Dk Fe oo rsion

AT THE U CRUSEDWTW 05
CUR GIEW SHE Vi

LOVETOPATE Y00 BACK O
NEXT CHUSE THS SIVMER
BOOK NOW

©)

Patenty Apple

Pre-Cruise  Pre-Board ~ On Board On Shore  Post-Cruise
202 204 206 208 210
Customer Acquisition |—302 Enhanced Guest 304

Excitement” “Personal & Connected"
Customer
Satisfaction 3% |ICustomer Retention} %8

/—312

www.patentlyapple.com

www patentyapple com




New Players Examples...

Cruise.Me Startup*

http://cruise.me

29 cruises found

Traveling to:

From:

Choose Departure Port

Filters

©)

More

When:

Choose Departure Month

Choose Departure Date

Ports To Visit:

Choose Ports

With:

Choose Cruise Line

On:

Choose Ship

Passenger Capacity:

Choose Passenger Capacity

Price:

Choose Budget

© Alexis Papathanassis

We have built a more intuitive way for consumers to search, discover and plan/book their cruise.
A cruise is definitely a social experience but so far social has been neglected by most OTAs. Cruise.me

who travel on the same ship. We enhance your travel experience before, during and after your cruise.

The five founders recognised that most online cruise sites are modeled on flight and hotel services but
m that booking a cruise is complex and typical customers require more than a few hours to go through
ol the process.

So, with a goal of creating the best possible online cruise booking experience, the team has invested
7night time in tackling the existing problems while drawing inspiration from the online property and banking

Singap
oo SECTONS.
T cotowrity JGruises ‘J “ona Nang L ;

Booking online is complex due to the vast number of ships, ports, destinations, cabin categories, etc.

helps you to connect with the cruise community, your friends and family and even other passengers

Palau

T

General ,
Santos.

Uahad|Datua:

7 nights Hong Kong to
Singapore

7 nights Singapore
(Roundtrip)

dBontang

2 Samarinda
SorongP anokwari 8
2 Balikpapan

© Mapbox © OpenStreetMap Improve this map.

* https://www.tnooz.com/article/cruise.me-travel-startup/




New Players...

Shore Excursions Italy*

CRUISE EXCURSIONS ’ ; HOME  ABOUTUS  SHORE EXCURSIONS  PRIVATETOUR  PRICELIST  CONTACT US

——t T T s e
BN ——— * Cruise lines had kept the shore excursions business under strict control; it was in fact their most
F profitable ancillary product Exclusivity contracts with travel agents and on-destination companies
closed the circle, making it impossible for local operators to reach the cruise customers before they got
off the ship.

Z;gﬁf%;ﬁ“;;g;‘ge“"-"“— 2 cxcursions independently, skipping the travel agent and the cruise line.

Unsurprisingly, cruise lines have started to lose ground to local operators as standard, 45-passenger,
over-priced excursions seem obsolete and unappealing compared to more local, personalized and
economical independent operators tours.

HOME

Shore Excursions Shore Excursions Italy

TD ROME Quality Small Group and Private Tours From the Ports of Italy
> Fés,rir;:\lselcgcl‘uhtisaeeingExcurmon from grvgisrpp‘aminifjmit ltaVama[d‘.a:,mzp:i]?.XOU ‘
it e veel Fnabling a direct conver -rsation between the customer and the local operator has essentially unlocked
5) Rome at Your own Pace v " the cruise excursions market. And whilst the attempts of cruise lines to keep the gates closed has
S Earcio ... broven unsuccessful, obviously the time has come for them to rethink their strategy in order to stay
shoree - - M -
~<¢ relevant for this critical part of the overall cruise experience.
FROM NAPLES melplent feedback from our customers.
») Pompeii and Vesuvius Excursion ” - v :::rm;s:scomprehen5|ve
_ , Private Tour Experience, Group Tour 2
P> E:ELerr;ItouaPosmanoandAmalﬂ Pri(:es v Expert tour guides to each

region
») Naples and Pompeii Highlights

When traveling in a small group each passenger receive a Skip the line entrances for

* https://www.tnooz.com/article/cruise-excursions-latest-tech-battle-battle-travel-ecosystem/
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New Players Examples...

ProPublica Database*

Cruise Control

Your one-stop shop for health and safety data on cruise ships

By Lena Groeger, ProPublica, May 21, 2015

_“ Al 5
e — | v 5
ProPublica includes a ship-by-ship accounting for about 300 vessels. For any specific ship he or she .%
might sall, a traveler can see a track record dating back to 2010. L ame— R

Illustrations by Josh Cochran, special to ProPublica

© Alexis Papathanassis * https://www.tnooz.com/article/propublica-launches-us-cruise-ship-health-safety-database-for-consumers/
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So where does this leave us?!
Cruise Business ‘Oligarchy’

The ‘Cruise Tail’ will become:

Shorter’ (Dictatorship of Production):

[ § - H V4
e Mega-Smart Ships (Technology and Ship-building C r u I Se Ta I I

Barriers)
e ‘Shake out’ of SME Cruise Operators (‘differentiate or
die’)
* ‘Thicker’ (Democratisation of Distribution):

* |CT-enabling of distribution and reduction of capacity
risk (for large vessels)

e Upward Vertical Integration (esp. Online Retail) — To , .,
capture market share Market Concentration

e Downward Vertical Competition (esp. Ports) — To
maximise ‘share of wallet’ / Onboard revenue

For Ports this means: ‘Port Focus’

e Increased M&A and PPP activity at the destination-level

e Increased cruise passenger volumes (plus externalities) \
for ‘primary ports’

* Decreased cruise passenger volumes and increased
competition for ‘secondary ports’

© Alexis Papathanassis
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