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Maritime Radio 

We'll help you ride out the storm. 
Regardless of time or weather, you can always be assured of 

excellent maritime radio telephone, telex, Radio Telex Letter, 

telegram, paging and facsimile services. 

But only through the Singapore Coast Radio Station. 

Because when it comes to ship-to-shore, shore-to-ship and 

ship-to-ship communications, we offer unrivalled service to meet 

all your maritime needs. 

In fact, our high tech Coast Radio Station answers all callers 

promptly, 24 hours a day. 

And you can't find any cheaper rates. For instance, our 

automatic radio telex charges are the lowest around and are 

priced in more economical six second blocks. 

And our charges for MF/HF/VHF radio telephone and 

radio telegrams are amongst the most competitively priced. 

For ship owners, shipping firms and agents, the 9VG is not 

only the call sign of Singapore Coast Radio Station but also a 

reassuring sign of comforting reception in any dire straits. 

Please send me more information on 
Maritime Radio Communicat ion Services. 

Name: 

Company: 

Address: 

. Tel: 

Please return the coupon to: Division Manager, International 
Mobile Communications, Orchard Point Post Office, 
P.O. Box 38, Singapore 9123. Telex: RS 20213, Telefax: 733 8595, 
Telephone: 730 2669 / 730 2660. 

Singapore 
Telecom 
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Photos: Cover—Clockw ise f r o m logo: Star 
Princess, Joseph and Clara Smal lwood, Del 
Monte Planter, Humme l , Henry Larsen, 
(center ) Isabella. Page 2 5 — T h e USNS Rigel 
( fo reground) and the U.S.S. Canopus in the 
large bui lding basin of Be th lehem Steel Cor-
porat ion 's Bal t imore Marine Division ship-
yard. 

Forecast 2 0 0 0 
Forecast 2000 is a comprehensive 

series of articles authored by lead-
ing marine industry professionals 
offering their outlook for the final 
decade of the 20th century. The 
marine sectors covered include 
world shipbuilding, U.S. shipyards, 
the short cruise market, the shal-
low-draft vessel industry, and op-
portunities for U.S. companies in 
Europe 1992. 
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$576-Mi l l ion Contract 
Awarded By U.S. Navy 
To Electric Boat 

The Electric Boat Division of 
General Dynamics was recently 
awarded a $576-million contract to 
construct an Ohio Class nuclear 
submarine for the U.S. Navy. The 
contract brings the number of Tri-
dent submarines on order or under 
construction at the Groton, Conn.-
based company to seven. 

Houston Ship Repair 
Awarded $13.4-Mil l ion 
MarAd Contract 

A $13.4-million contract has been 
awarded by the Maritime Adminis-
tration to Houston Ship Repair Inc. 
to convert the tanker Chesapeake to 
an offshore petroleum discharge 
ship. 

The work will be completed with-
in a year by Houston Ship Repair of 
Channelview, Texas. 

For more information and free lit-
erature on Houston Ship Repair 
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OWNER 
VESSEL DATA 

OWNER 
VESSEL TYPE SIZE UNITS 

Del Monte Reefer 
Reefer 

370.000 cu f t 
580.000 cu ft 

4 
5 

Knutsen Tanker 
Chemical carrier 
Chemical carrier 

112.500 DWT 
12.500 DWT 
14.625 DWT 

3 
2 
1 

C.N.N. Tanker 140.000 OWT 2 

Seatankers Phosphoric acid carrier 
Tanker 

25.000 DWT 
140.000 DWT 

2 
2 

Phiasud Trawler 
Trawler 

33,0 m. Lbp 
33,0 m. Lbp 

5 
9 

Albacora Tuna purse seiner 
Tuna purse seiner 

91,0 m. Lbp 
66,6 m. Lbp 

1 
1 

Client sat is fact ion 

In shipbuilding, as in almost any kind of 

business, satisfied clients represent one of 

your most valuable assets. 

But how do you measure just how 

satisfied a client actually is? 

There are many ways, but one of the 

most obvious (and reassuring) indications 

is the number of clients w h o return to 

place orders for fur ther newbui ld ings. 

At Astil leros w e are proud of all our 

clients, b u t , w e take a special pride in 

those clients w h o come back to us t ime 

and again. 

And of course, that 's part icularly 

sat isfying for us. 

ASTILLEROS 
ESPANOLES 
For fu r ther i n fo rmat ion : Ast i l le ros Espanoles, S.A. 

Padilla, 17 

2800B Madr id 

Tel. 13411 4 3 5 78 40 

Telex. 2 7 6 4 8 ASTIL-E 

Fax. 13411 2 7 6 29 56 

The Shipbuilders of Spain 
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This artist's impression portrays the vital electrical systems and circuitry on which the ship's mission depends. 

The Power Behind the Power 
Behind every advanced weapons system is an 

equally advanced electrical system. Consider today's 
fighting ship — and tomorrow's. In battle its every action 
and reaction will depend on clean, uninterruptible, sur-
vivable electric power. 

Such a fighting ship doesn't simply "plug in." The 
electrical network contained within its hull and super-
structure must be highly secure and perfectly tuned to 
meet its every performance requirement. 

Matching the electrical system to the weapons 
system is where MagneTek comes in. 

Every AEGIS cruiser and destroyer in the U.S. 
Navy fleet receives controlled 400-Hertz power from 
MagneTek frequency converters. MagneTek is the only 
manufacturer of both 60- and 400-Hertz naval Mil-
Spec distribution transformers. MagneTek fault isola-
tion units and current limiting devices are now being 
installed on Navy vessels. And MagneTek is the leading 

©1989 MagneTek, Inc. 



supplier of secondary propulsion systems and Service-A 
motors to the Navy. 

On land and in the air? MagneTek electrical 
products perform critical power supply functions on 
advanced land-based weapons systems and combat air-
craft as well. 

Wherever the "battleground" may be, if you are 
working on a new weapons system, or retrofitting an 
existing platform, MagneTek can help you deliver the 
power behind the power. 

Contact Magnelek Defense Systems. In the 
United States: 901 E. Ball Rd., Anaheim, CA 92805, 
(714) 956-9200, FAX: (714) 956-5397. In Europe: 
Zum Panrepel 2, 2800 Bremen 45, Federal Republic of 
Germany, (0421) 48693-0, FAX: (0421) 48693-41. 

M Magnelek 
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IMO Delaval Names 
Three N e w Managers 
For Turbine Division 

The Delaval Turbine Division of 
IMO Industries Inc. recently an-
nounced that Bern E. Deich-
mann has been appointed as man-
ager of commercial operations, 
Steven W. Jadney promoted to 
manager of quality operations, and 
Debra J. Vietzke promoted to 

manager of project management. 
Gary Walker, vice president 

and general manager, stated that 
the new assignments "are a reflec-
tion of our growing interest in the 
new unit business, as well as our 
continued commitment to our tradi-
tional markets: industrial, chemical, 
petro and chemical, oil and gas, util-
ity and marine." 

As manager of commercial opera-
tions, Mr. Deichmann will be re-
sponsible for marketing, product 
support services, project manage-

ment, field service and marketing 
communications for the Delaval 
Turbine Division 

Mr. Jadney has been with IMO 
for over 17 years, holding positions 
in project management, marketing 
and field sales. Mr. Walker said "... 
Mr. Jadney's promotion to man-
ager of quality operations confirms 
our commitment to this important 
program." 

Project managers will report to 
Ms. Vietzke in her new role as 
manager of project management. Of 

this promotion, Mr. Walker stated, 
"She has the strong background 
needed in the area of project man-
agement which will enable us to pro-
vide close cooperation between the 
Delaval Turbine Division and its 
many customers." 

As part of IMO Industries Inc., 
based in Lawrenceville, N.J., the 
Delaval Turbine Division is located 
on the company's original 100-acre 
site in Hamilton Township. It is a 
major supplier of 5 to 80-MW steam 
turbine generator sets to the MSW, 
industrial cogeneration, pulp and 
paper and independent power pro-
duction industries. In addition, it is 
a leading supplier of mechanical 
drive steam turbines (to 50,000 
bhp), centrifugal compressors, sin-
gle and multi-stage boiler feed 
pumps, and double helical marine 
gears. 

For more information and free lit-
erature, 
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When Duty Calls 
Our patented Armorshield shrink film process is the 

reliable method of protection.. .and we keep proving it! 
Ingalls Shipbuilding Company called on us to wrap the 
U.S. Navy's mock engine room modules for transporta-
tion. Traveling over 3,000 miles on a cargo ship from Mis-
sissippi to a naval facility in Great Lakes, Michigan, the 
modules arrived in perfect condition. We developed this 
process for storage and shipping of boats, aircrafts and 
heavy machinery. 

Compared to other methods of protection, only the 
A system provides you with these advantages: 

• Armorshield's special blend of resins forms a barrier that 
resists sun, wind, snow and acid rain 

• FANA's propane heat gun creates an ai 
completely leak-proof 

i can be added to prevent 
m i l d e w 

• Armorshield film comes jhf various width sizes and 
forms to any shaped objc 

• A FANA crew can come to your business and 
personal, on-site service anywhere in the world 

• FANA can also furnish your business with a complete 
turnkey operation including on-site training and ail 
necessary materials and hardware 
Call us today and learn more about this revc 

form of protection. We're always on duty for ; 

is • 

Sr-**"* 

FILM. 

Write or Call for a Distribt 
ifand Avenue,f 

3-4810 « H 

' i n Y o u r , 

field, PA 
l 328-5907 
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Schottel Takes Over 
Hat lapa's Transverse 
Thruster Program 

Schot te l -Wer f t Josef Becker 
GmbH & Co KD at Spay/Rhine 
recently took over the complete 
transverse thruster program from 
Hatlapa Uetersener Maschinenfa-
brik GmbH & Co. 

From its headquarters at Spay, 
Schottel, one of the world's largest 
manufacturers of 360-degree steera-
ble propulsion units and maneuver-
ing aids for ships, will perform ser-
vice, inspection, repair and spare 
part activities for all existing Hatla-
pa units. New projects and conver-
sions will be handled by Schottel 
Hamburg. Orders already received 
will be carried out by Hatlapa, and 
the program will be progressively 
transferred to Schottel in coordina-
tion with customers and suppliers. 

Both companies are convinced 
that Schottel's long-standing and 
relevant experience in the field of 
ship propulsion and maneuvering 
aids will guarantee the competent 
continuation of technical problem 
solving and the supply of highest 
quality products. 

Hatlapa will continue to offer 
complete packages including its 
main products, deck machinery, 
steering gears and compressors and 
now, Schottel transverse thrusters 
as well. 

For more information and free lit-
erature, 
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Todd Gets Contract 
Wor th $12.5 Mi l l ion 
For PMA Of Support Ship 

Todd Pacific Shipyards, Seattle, 
Wash., was recently awarded a 
$12.5-million Navy contract for the 
phased maintenance availability 
(PMA) of the fast combat support 
ship USS Sacramento (AOE-1). 
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Mani towoc Engineering 
Names Fox Executive VP 
And General Manager 

Wil l iam W. Fox 

William W. Fox has been pro-
moted to executive vice president 
and general manager of Manitowoc 
Engineering Co., a division of The 
Manitowoc Company, Inc. Mr. Fox 
succeeds Ralph E. Feiertag, who 
recently retired as president of 
Manitowoc Engineering. 

In his new position, Mr. Fox will 
oversee the operations of Manito-
woc Engineering Co., which designs, 
manufactures, and distributes 
cranes, log debarking equipment, 
and contract products such as large 
stamping presses and tunnelling 
machines. 

He will also oversee the opera-
tions of Manitex, Inc., McAllen, 
Texas, which designs, manufac-
tures, and distributes offshore ped-
estal cranes, boom trucks, overhead 
cranes, and straddle cranes. 

Mr. Fox has more than 20 years 
of experience selling and marketing 
heavy equipment. He joined Mani-
towoc Engineering in 1980 as vice 
president and general manager of 
the company's Chicago-based sales 
subsidiary. Promoted to vice presi-
dent of North American Distribu-
tion in 1986, he served in that 
capacity until his latest promotion. 

The Manitowoc Company, Inc. is 
a leading manufacturer of cranes 
and industrial products, and ship 
repair. 

For more information and free lit-
erature, 
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SPD's Henschel Unit Wins 
Taiwanese Navy Contract 
For Ship Controls 

Henschel has received a contract 
to provide ship control systems for 
up to eight FFG-7 frigates being 
built for the Taiwanese Navy. 

The contract calls for immediate 
production of two shipsets, with op-
tions for six additional systems. 

Henschel, an SPD Technologies 
company, has been the premier de-
signer and producer of ship control 
systems for the past 70 years. The 
company's installations can be 
found on virtually every U.S. Navy 
combatant vessel, and has also been 
used on frigates for the Australian 
and Spanish navies. 

For more information and free lit-
erature from Henschel, 
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Ocean Survey Ship, 
USNS Tanner, Launched 
By Beth-Sparrows Point 

The U.S. Navy's Military Sealift 
Command (MSC) recently chris-
tened the ocean survey ship USNS 
Tanner (T-AGS-40) at ceremonies 
at Bethlehem Steel Corporation's 
Sparrows Point, Md., shipyard. 

Rear Adm. Richard F. Pitten-
ger, Oceanographer of the Navy, 
was the principal speaker. The Hon-
orable Mimi W. Dawson, former 
Deputy Secretary of Transporta-
tion, was the ship's sponsor. Vice 
Adm. Paul D. Butcher, USN, 
Commander, Military Sealift Com-
mand, represented the MSC. 

The 499-foot, 15,821-ton-clis-
placement USNS Tanner is to con-
duct ocean surveys and gather es-

sential geophysical and other scien-
tific data. Among other things, this 
type of information is used to map 
the deep ocean floor. The Tanner is 
expected to join the MSC's ship 
Special Mission Support Force in 
1990. 

For free literature detailing the 
shipbuilding and ship-repairing ser-
vices of Bethlehem's Sparrows 
Point yard, 
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There are many reasons 
for using JDN-hoists. 

They are for instance standard built 
forappl icat ion in areas where there 
is a risk of explosion. Explosion 
proof requirements are especially 
high on drill platforms. For this 
reason increased sparking 
protection is possible as an 
optional extra. JDN-pneumatic 
hoists are available wi th carrying 
capacities from 0,1 to 100 tons. 

JDN - The successful synthesis 
of tradition and progress 

JDN-pneumatic-
monorai l block 
Available forcarry ing capacities up 
to 100 tons for 6 bar. 
Standard models have F-controls w i th 
emergency stop. 

Please, request 
our latest information material 
on the complete 
JDN-hoist programme! 

J.D. N E U H A U S Corporation • 2603 Rolling Road • P.O. Box 26442 
Gwynn Oak, Maryland 21207 • USA • Tel. 301-597-9805 • Fax 301-597-9808 
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Unitor Ships Service 
Announces Appointments 

Unitor Ships Service, Inc. recent-
ly announced the following appoint-
ments: 

Lasse Nergaard has joined the 
operation as financial manager, 
Americas area. He will be responsi-
ble for all financial and administra-

tive matters in that area. 
Kevin Kelley has been pro-

moted to territory manager, US/ 
Canada West Coast. He previously 
held the position of account sales 
manager, West Coast. 

Both positions are based in Long 
Beach, Calif., Unitor's headquarters 
for the Americas. Both men report 
to Paal Berg, general manager. 

FOR ANCHORS 
AND CHAINS 

In standard lengths, 
in special 
and extra quali ty. 
With all accessories 

More than 
1000 pieces 
in conventional 
and 
high holding 
power type. 

If you're interested in receiving extensive 
documentat ion, please contact us! 

Willem Pot b.v. 
P.O. Box 2 9 1 0 2 3 0 0 1 GC R o t t e r d a m Hol land 

Phone: ( 1 0 ) - 4 3 3 1 2 7 7 - Te le fax : ( 1 0 ) 4 1 3 0 3 0 4 Telex: 2 2 4 9 6 
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The recent ly chr is tened USNS Pecos (T-AO-197) is powered by twin Colt-Pielst ick diesel 
engines. 

A v o n d a l e Industr ies Chr istens 
N a v y ' s N e w e s t Fleet O i l e r , 

U S N S Pecos ( T - A O - 1 9 7 ) 

Christening ceremonies were re-
cently held at the Shipyards Divi-
sion of Avondale Industries, Inc., for 
the seventh in a series of seven fleet 
oilers under construction by the 
Louisiana builder. 

The USNS Pecos (T-AO-197) is 
667 feet long, 97 feet wide and has a 
maximum draft of 36 feet. Her mis-
sion along with her sister ships is to 
transport bulk products from shore 
depots to combatants and support 
forces under way. The fleet oilers 
also carry and deliver fleet freight, 
cargo, water, mail and personnel. 
Underway refueling of other ships 
in the fleet is accomplished using 
transfer rigs with transfer hoses sus-

pended by a span wire automati-
cally maintained in a constant-ten-
sion range. T-AOs are also capable 
of refueling helicopters from a verti-
cal replenishment facility aft of the 
superstructure. 

Powered by a pair of Colt-Piel-
stick 10-cylinder, medium speed 
diesel engines, the Pecos is capable 
of service speeds of 20 knots. She 
has a capacity of 183,500 barrels of 
oil in 18 cargo tanks, and is capable 
of simulataneously receiving, stor-
ing and discharging two separate 
grades of cargo fuel. 

For free literature detailing the 
shipbuilding facilities of Avondale, 
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Emergency Rescue Beacon 
Introduced By Litton To 
Aid Mariners In Distress 

Clifton Special Devices division 
of Litton has developed and is pro-
ducing an emergency rescue beacon 
that can help rescuers locate vessels 
at sea to within one mile. 

Litton's Emergency Position In-
dicating Radio Beacon can automat-
ically transmit an emergency radio 
signal to polar-orbiting satellites 
which relay the data to ground sta-
tions for high accuracy calculation 
of a craft's location. 

The rescue beacon is a self-con-
tained aid that fastens securely to 
nautical craft. It comes in two ver-
sions. The first is fully automatic, 
meaning that it will activate and 
begin transmitting automatically 
should the vessel sink or capsize. 
The automatic deployment mecha-
nism releases the beacon before it 
reaches a depth of four meters. 

The second version, which can be 
deployed manually, is designed for 
use where automatic activation is 
not required, such as for use in a 
lifeboat. 

Circle 211 on Reader Sen/ice Card 

Koden International, Inc. of Nor-
well, Mass., has been named exclu-
sive distributor of the rescue beacon 
for the Litton division. 

Clifton Special Devices division, 
headquartered in Springfield, 
Penn., is a unit of Litton's Servo 
Components group. 

For more information and free lit-
erature on the emergency rescue 
beacon from Litton, 
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MHI To Build 
Second NYK Cruise Ship 
Under $695.2-Mil l ion Pact 

Mitsubishi Heavy Industries Ltd. 
(MHI) will construct a second cruise 
ship for Nippon Yusen Kaisha 
(NYK) under a $695.2-million con-
tract. 

The 27,000-grt ship, expected to 
be delivered in November 1991, is 
the near sister ship of the larger 
Crystal Harmony, presently under 
construction at the yard. The 600-
passenger liner is aimed at the inter-
national market but with particular 
emphasis on the U.S. 

44 
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MAN B&W Holeby diesel genera tor set t ype 9 L 2 8 / 3 2 H. 

N i n e M A N B & W H o l e b y G e n S e t s 
O r d e r e d For T h r e e Conta inersh ips 

To Be Built A t O d e n s e S h i p y a r d 

MAN B&W Diesel, Holeby has 
received an order from A.P. Moller 
of Denmark for nine diesel genera-
tor sets for three 4,200-TEU con-
tainer vessels to be built at Odense 
Steel Shipyard, Denmark. 

The diesel generator sets of type 
9L28/32 H, each with an output of 
2,010 kw at 720 rpm are for HFO 
operation according to the Unifuel 
principle, meaning that they are to 
be operated on the same low grade 
and thus, low cost heavy fuel oil as 
the propulsion engine. 

One diesel generator for each ship 
set will be equipped with ICS, Inte-
grated Charge Air System, devel-
oped and patent applied for by 
MAN B&W Diesel. The ICS con-
cept facilitates operating the diesel 
generator continuously on HFO in 
the complete load range from full 
power down to and including id-
ling. 

The successful 28 series which 
was introduced in 1976 has, through 
continuous development, repre-
sented the latest state-of-art, thus 

meeting changing market demands. 
Orders for this well-proven design 
have now reached a total of more 
than 1,200 engines, representing a 
total number of 1,893,000 kw in the 
output range 880-3,960 kw. 

With the heavy fuel operating, 
four-stroke, medium-speed engine 
types of 23 and 28 series as prime 
movers, MAN B&W Diesel, Holeby 
has gained a position as market 
leader for heavy duty diesel power 
modules, primarily in form of Gen-
Sets, but also as PumpSets and 
Combi-Sets. 

The ability to offer tailor-made 
solutions meeting specified require-
ments is continuously improved by 
the introduction of concepts, which 
are expanding the deliveries to com-
prise not only diesel power modules 
but complete systems for produc-
tion of electricity and alternative 
auxiliary power. 

For more information and free lit-
erature on MAN B&W Holeby Gen-
Sets, 
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MarAd Repair Subsidy 
Proposal Opposed By 
U.S. Shipbuilders 

The Maritime Administration's 
proposed rule making it clear that 
certain vessel repairs performed in 
foreign shipyards may qualify for 
subsidy is opposed by U.S. ship-
builders. John J. Stocker, presi-
dent of the Shipbuilders Council of 
America, said in a recent letter that 
the proposed rule is "bad public pol-
icy in that it ignores a vital consider-
ation underlying the 1936 Merchant 
Marine Act." Mr. Stocker said 
that MarAd is obligated under that 
law to "foster and promote the de-
velopment of the ship repair base of 
the United States." 

The proposed rule change would 
make it clear that whatever portion 
of a repair is domestic is eligible for 
subsidy, even if done in an overseas 
shipyard. 

December, 1989 

$120-Mi l l ion Order 
Awarded AESA For Two 
Suezmax Oil Carriers 

A contract for two Suezmax crude 
oil carriers has been placed with 
Astilleros Espanoles SA (AESA) by 
Spain's state-owned Empresa Na-
tional Elcano. 

Together, the ships are believed 
to be costing around $120 million. 

Delivery of the 140,000-dwt ves-

sels will be from the Puerto Real 
yard of Astilleros Espanoles at the 
end of 1992 and beginning of 1993. 

Elcano, which belongs to the same 
Instituto Nacional de Industria 
(INI) holding company as Astilleros 
Espanoles, intends to use the two 
newbuildings mainly for hauling 
crude from the Persian Gulf. 

For free literature on the facilities 
and capabilities of AESA, 
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The shipbuilders council "totally 
disagrees" with the proposed rule. 
"Instead, the council urges that the 
two components of vessel repair, the 
part and the installation thereof, be 
tied together to be eligible for the 
payment of maintenance and repair 
subsidy to an o p e r a t o r , " Mr. 
Stocker said. 

U.K. Yard To Build 
Nile Cruise Vessel 

The U.K. yard of Yorkshire Dry 
Dock Co. will construct a 256-foot 
cruise vessel for operation on the 
Nile River. 

The 160-passenger vessel, which 
is being built under a $6.4-million 
contract awarded to engineering 
company Tempest Diesels, who as-
signed the work to Yorkshore Dry 
Dock, will be delivered to Nile 
Cruisers of Egypt. 
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FORECAST 2000 

WORLD SHIPBUILDING 
A MARKET POISED FOR RAPID TAKE-OFF 

AND SUSTAINED GROWTH 

Editor's note: This article pertains to 
commercial shipbuilding. Details of the U.S. 
Navy shipbuilding program, which includes 
the construction of 90 vessels and three 
major conversions over the next five years, 
are highlighted in Mr. McCaul's article, 
"Status Report on Navy Shipbuilding and 
Repair," in the Naval Technology & Ship-
building supplement in this issue. 

The past 15 years have been diffi-
cult times for many shipbuilders 
and marine equipment manufactur-
ers. Massive overbuilding of inter-
nationally trading ships in the early 
1970s and dramatic structural 
changes in the flow of international 
trade combined to make a very de-
pressed situation. Many marine 
firms throughout the world have 
been unable to weather this eco-
nomic storm. This difficult period, 
however, is coming to an abrupt 
end. A business turnaround is oc-
curring in major shipping sectors 
and aging ships present a massive 
fleet replacement requirement. In 
fact, as will be discussed below, the 
take-off in worldwide ship construc-
tion has already begun. 

Ignoring usual short term cyclical 
movements, long term business con-
ditions in the two major marine sec-
tors—tankers and dry cargo ship-
ping—have dramatically improved 
over the past several years. 

World trade in oil has been grow-
ing since the mid-1980s. OPEC pro-
duction during the first eight 
months of 1989 was 14 percent high-
er than the corresponding period 
last year—and more than 50 percent 
higher than production in the mid-
1980s. The world oil trade has grown 
from about 24 million barrels per 
day (MBD) in 1985 to more than 30 
MBD in 1989. 

As a result, tanker charter rates 
have climbed and resale prices of 
secondhand tankers have soared. 
For example, a 350,000-dwt VLCC 
built in the mid-1970s would bring a 
price of $42 million today. Just one 
year ago, its resale price would have 
been $24 million. Five years back 
the ship was worth $6 million. Spec-
ulators have made vast killings in 
this market—including the Loews 
Group who is understood to be dis-
cussing sale of 50 percent interest in 
six 12- to 15-year-old ULCCs now 
valued at $300 million. 

Rates in the bulk carrier markets 
have also improved over the past 
several years. One year time chart-
ers are fetching rates which double 
or triple those in the mid-1980s. 

By James R. McCaul 
IMA Associates, Inc., Washington, D.C. 

ALL SHIPS IN THE WORLD ORDER BOOK 
AT THE END OF THE SECOND QUARTER, 1989 

Under Cons t ruc t ion Not C o m m e n c e d TOTAL 
Where Building Percentage 

Gross Gross Gross of World Deadweight 
No. Tonnage No. Tonnage No. Tonnage Tonnage Tonnage 

Argent ina 19 68 ,503 11 23 ,979 30 92 ,482 0.34 140,241 
Austral ia 25 22 ,638 7 5 ,409 32 28 ,047 0.10 22,033 
Bangladesh 3 950 2 825 5 1,775 0 .01 1,050 
Belgium 5 78 ,000 1 20 ,000 6 98 ,000 0.36 97 ,000 
Brazil 32 690 ,290 14 324 ,500 46 1 ,014,790 3 .71 1,626,109 

Bulgaria 5 65 ,434 16 152,346 2 1 217 ,780 0.80 335 ,390 
Canada 7 30 ,016 2 1,400 9 31 ,416 0 . 1 1 4 ,695 
Chile 7 2 ,400 5 2 ,150 12 4,550 0 .02 28 
•China, People's Republic of 25 283 ,719 52 578 ,457 77 862 ,176 3.15 1,292,915 
China, Republic of (Taiwan) 7 426 ,500 10 592 ,800 17 1 ,019,300 3.73 1,785,490 

Colombia 1 207 1 207 327 
Denmark 23 168,686 38 608 ,227 6 1 776,913 2.84 956,147 
Egypt 7 24,177 1 9 ,329 8 33,506 0.12 33 ,600 
Finland 22 454 ,877 7 141,215 29 596 ,092 2.18 115,366 
France 19 106,877 14 104,419 33 211 ,296 0.77 72,624 

" G e r m a n Democra t ic Republic 1 11,977 50 530 ,000 51 541,977 1.98 446 ,862 
Germany, Federal Republic of 50 537 ,127 24 270 ,399 74 807 ,526 2 .95 812 ,030 
Greece 28 39 ,455 4 12,780 32 52,235 0.19 56,981 
Guatemala 1 130 1 130 
Iceland 1 143 1 200 2 343 100 

India 62 172,099 12 106,860 74 278 ,959 1.02 426 ,118 
Indonesia 15 16,884 2 7 ,000 17 23 ,884 0.09 23,270 
Iran 3 2 ,874 1 200 4 3 ,074 0 .01 
Israel 1 492 1 492 
Italy 69 608 ,349 10 177,000 79 785 ,349 2.87 788,103 

Japan 224 3 ,779,147 200 4 ,018 ,714 424 7 ,797 ,861 28 .53 11,556 ,401 
Korea (South) 62 2 ,264 ,265 108 4 ,254 ,100 170 6 ,518 ,365 23 .84 11,448 ,664 
Lebanon 1 3 0 0 1 300 
Malaysia 4 4 ,000 2 19,000 6 23 ,000 0.08 39 ,350 
Malta 8 28 ,200 8 28 ,200 0.10 53,920 

Mexico 25 49 ,984 39 19,813 64 69 ,797 0.26 94 ,254 
Morocco 2 755 2 600 4 1,355 
Nether lands 65 118,006 36 107,212 101 225 ,218 0.82 271 ,008 
Norway 20 23 ,918 23 70 ,550 43 94 ,468 0.35 108,333 
Pakistan 2 11,150 2 11,150 0.04 17,550 

Peru 33 15,071 33 15 ,071 0.06 5,400 
Poland 63 380 ,575 91 608 ,554 154 989 ,129 3.62 1,273,894 
Portugal 41 76 ,568 6 8 ,946 47 85 ,514 0 .31 120,976 
"Roman ia 3 89 ,818 32 490 ,264 35 580 ,082 2 .12 892 ,090 
Singapore 15 29 ,208 9 19,980 24 49 ,188 0.18 59,551 

Spain 124 462 ,930 89 752 ,794 213 1 ,215,724 4.45 1,856,618 
Sri Lanka 1 350 1 350 
Sweden 15 24 ,314 3 24 ,250 18 48 ,564 0.18 19,980 
Thai land 1 2 ,500 1 2,500 0 .01 
Turkey 22 80 ,349 19 144,700 4 1 225 ,049 0.82 352 ,950 

•U.S.S.R. 1 18,526 4 115,250 5 133,776 0.49 221 ,970 
Uni ted Arab Emirates 3 1,147 3 1,147 1,670 
Uni ted K ingdom 40 197,313 9 55 ,946 49 253 ,259 0.93 273 ,741 
Uni ted States of Amer ica 52 26 ,671 64 15,078 116 41 ,749 0.15 46 ,250 
Venezuela 6 650 6 650 200 

Yemen, People's Democra t i c Republic of 1 144 1 144 250 
Yugoslavia 36 801 ,806 27 640 ,820 63 1 ,442,626 5.28 2,308,667 

WORLD TOTAL 1,307 12 ,300,339 1,048 15 ,036,196 2 ,355 27 ,336 ,535 100.00 40 ,060 ,166 

Source: Lloyd's Register Merchant Shipbui ld ing Returns " I n f o rma t i on Incomple te 
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EXISTING FLEET—TANKERS AND COMBINED CARRIERS 

Size tdw 
Year of Build (number of vessels and thousand tons deadweight) 

TOTAL Size tdw Up to 1969 1970-74 1975-79 1980-84 1985-89 TOTAL 

1 0 / 15,999 
1 6 / 24,999 
2 5 / 34,999 
3 5 / 44,999 
4 5 / 59,999 
6 0 / 79,999 
8 0 / 89,999 
90 /119 ,999 

120 /159 ,999 
160 /199 ,999 
200 /254 ,999 
255 /319 ,999 
320 ,000 / & over 

52 648 
159 3,247 

73 2,191 
46 1,763 
46 2,366 
47 3,338 
14 1,178 
28 2,915 

3 420 
1 176 
1 207 

46 642 
85 1,820 

125 3,671 
32 1,186 

9 452 
40 2,958 
32 2,722 
60 6,277 
86 11,786 
13 2,183 
84 19,695 
80 21,650 

3 1,018 

50 663 
74 1,501 

169 5,108 
77 2,925 
42 2,337 
31 2,238 
72 6,158 
67 6,840 

157 21,267 
25 4,343 
52 12,267 

104 28,738 
51 20,281 

56 687 
97 1,903 
98 2,951 
97 3,804 
87 4,721 

120 8,417 
42 3,589 
25 2,585 
15 2,054 

4 705 
3 710 
5 1,436 
2 710 

44 577 
41 760 
55 1,599 
87 3,472 
31 1,581 
41 2,957 
45 3,789 
33 3,323 
20 2,788 

1 161 
29 7,017 

7 2,074 

248 3,217 
456 9,231 
520 15,520 
339 13,150 
215 11,457 
279 19,908 
205 17,436 
213 21,940 
281 38,315 

44 7,568 
169 39,896 
196 53,898 

56 22,009 

TOTAL 470 18,449 695 76,060 971 114,666 651 34,272 434 30,098 3,221 273,545 

% t.d.w. of 
steam vessels 
% t.d.w. of 
motor vessels 

33.4 

66.6 

48.6 

51.4 

50.0 

50.0 

4.3 

95.7 

1.0 

99.0 

36.9 

63.1 

Source: Clarkson Research Studies Ltd. 

As a result there has been a rise in 
secondhand prices for bulk carriers. 
For example, a 15-year—old 
120,000-dwt bulker would currently 
bring offers of around $22 million. 
Twelve months ago offers would be 
about $17 million—and five years 
ago a price of $7 million would be 
within reach. 

Shipowners over the past several 
years gave been placing new ship 
orders at the rate of 20 million dwt 
annually. By late 1988, the world 

orderbook stood at 37 million dwt. 
This is a far cry from the early 
1970s—when new orders were run-
ning 120 million dwt annually and 
order backlog had swollen to 240 
million dwt. 

The increase in freight rates has 
not yet fully reflected itself in ship-
building orders. Mostly the impact 
has been reducing inactive tonnage 
and raising secondhand prices. 

This is about to end—and, in fact, 
probably has already ended. 

Driving future shipbuilding de-
mand is the increasing age of exist-
ing ships. By the mid-1990s, 42 per-
cent of ships in the world tanker 

fleet will be 20 years or older. 
Almost 60 percent of the OBO fleet 
and 37 percent of world bulk car-
riers will be 20 years or older. While 
some life extension is possible—and 
many owners are studying extension 
possibilities—a ship's economic and 
physical life starts to close quickly 
at 20 years of age. To meet this 
replacement timing, orders have to 
be placed now through the early to 
mid-1990s. 

This replacement requirement— 
combined with improved shipping 
demand—will produce a massive fu-
ture shipbuilding requirement. In 
fact, a number of major yards are 
already reported to be committed 
well into 1992. Quite likely there are 
speculators now placing ship orders 
for which they have no intention of 
taking delivery. Rather, they expect 
to gain by selling their building 
berth spaces to anxious buyers— 
much like speculators in the mid-
1980s who bought laid-up tankers 
for subsequent resale when market 
conditions improved. 

(continued) 

DRY BULK CARRIER TONNAGE DELIVERED AND ON ORDER 

1983 1984 1985 1986 

I I Bulk & Ore Delivered 

Bulk & Ore on Order 

1987 1988 

Combos Delivered 

Combos on Order 

OIL CARRIER TONNAGE DELIVERED AND ON ORDER 

1982 1983 1 

I . I Tankers Delivered 

Tankers on Order 

1989 1990 1991 1992 

Combos Delivered 

Combos on Order 
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FORECAST 2000 
World Shipbuilding 

(continued) 
Analyses of future ship construc-

tion by groups such as the Associa-
tion of West German Shipbuilders 
and Japan's Ministry of Transport 
result in similar bullish outlook. 
The Association of West German 
Shipbuilders projects ship orders 
totaling 155 million dwt over the 
1991-95 time period. Japan's Minis-
try of Transport projects new orders 
totaling 164 million dwt during the 
same timespan. Placed in perspec-
tive, this would be an average order 
rate which is about double the cur-
rent world shipbuilding output. 

World shipbuilding will provide a 
growing market for shipbuilders, 
marine equipment manufacturers 
and other marine industry sup-
pliers. Prices for ships and ship 
components will climb to more prof-
itable levels as demand begins to 
approach industry capacity. 

All shipbuilding and marine 
equipment manufacturers should be 
positioning themselves to ride the 
coming world shipbuilding boom. 

IMA Associates provides assist-
ance in developing market strategy 
and long-term business plans. The 
firm's clients include shipyards, 
equipment manufacturers and oth-
er marine suppliers. IMA has per-
formed assignments for more than 
100 clients in 18 countries. For 
more information, contact: Jim 
McCaul at (202) 333-8501. 

SIZE AND AGE STRUCTURE OF VLCC/ULCC FLEET 

Size Groups: (Number of vessels and tons deadweight) 

Year 
Bui l t 200 /254 ,999 255 /319 ,999 320 .000 /& over T o t a l 

1969 1 206,972 1 206,972 
1970 3 700,504 1 280,420 4 980,924 
1971 7 1.563.645 3 795,062 10 2,358,707 
1972 14 3,322,494 7 1,824.463 21 5,146,957 
1973 22 5,131,703 17 4,610,579 39 9,742,282 
1974 26 6,191,366 48 13,071,005 3 1,018,270 77 20,280,641 
1975 29 6,877,935 45 12,410,869 9 3,400,242 83 22,689,046 
1976 16 3,777,487 40 11,017.444 17 6,624,112 73 21,419,043 
1977 3 694,705 12 3,379,663 14 5,584,239 29 9,658,607 
1978 2 451,469 3 796,797 7 2,774,287 12 4,022,553 
1979 4 1,133,059 4 1,898,316 8 3,031,375 
1980 1 275,271 1 355,020 2 630,291 
1981 2 474,998 1 267,672 1 355,020 4 1,097,690 
1982 1 290,084 1 290,084 
1983 2 603,313 2 603,313 
1984 1 234,733 1 234,733 
1985 2 490,006 2 490,006 
1986 9 2,150,286 1 317,353 10 2,467,639 
1987 5 1,170,334 1 259,992 6 1,430,326 
1988 10 2,458,104 10 2,458,104 
1989 3 748,903 3 748,903 

Total 155 36,645,644 187 51,333,046 56 22,009,506 398 109,988,196 

Newbuilding tonnage 

1989 10 2,450,000 7 1,898,000 17 4,348,000 
1990 4 970,000 8 2.156,000 12 3,126,000 
1991 3 726,000 6 1,656,000 9 2,382,000 

Total 17 4,146,000 21 5,710,000 0 0 38 9,856,000 

Source: Clarkson Research Studies Ltd. 

U.S. YARDS COULD COMPETE WITH EUROPE IN 1990s* 

If foreign shipbuilding subsidies 
are eliminated or substantially re-
duced, U.S. shipyards have the po-
tential to compete successfully with 
Northern European yards for con-
struction of U.S.-owned commercial 
tonnage by the mid-1990s. This was 
the conclusion of a paper delivered 
at a meeting of the Society of Naval 
Architects and Marine Engineers 
(SNAME) held recently in San Die-
go, Calif. The paper was prepared 
by Jay Carson, an associate of 
Temple, Barker & Sloane, and con-
sultant Barbara Lamb. 

The international shipbuilding 
situation has changed markedly 
from that of the early and mid-
1980s, the authors say, resulting in 
an improved competitive situation 
for the U.S. shipbuilding industry. 
Appreciation in foreign currencies 
as compared to the U.S. dollar, cou-
pled with sharp increases in ship-
yard labor costs abroad, have driven 
shipbuilding costs up in foreign 
yards. In the United States, howev-
er, construction costs have gone 
down and shipyard labor rates have 
remained stable. 
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Furthermore, whereas through-
out much of the 1980s many foreign 
shipyards endeavored to bid at or 
below costs, ship prices internation-
ally are now on the rise. In fact, they 
have almost doubled in the past five 
years and are predicted to increase 
even more during the 1990s. For 
example, a very large crude carrier 
(VLCC) built in the Far East and 
priced at $42 million in 1984 costs 
the shipowner about $80 million to-
day. By the late 1990s, the price tag 
is expected to exceed $100 million. 

Currently, the U.S. and Northern 
European shipyards have similar to-
tal costs for construction of a new 
ship. Although the European yards 
have overhead and productivity ad-
vantages, these are offset by labor 
rates that are significantly higher 
than those of U.S. yards. Neverthe-
less, the study authors warn, "with-
out U.S. Government assistance to 
eliminate foreign subsidies, a sub-
stantial price differential between 
the U.S. and its nearest competitors 
is expected to remain." 

While U.S. price competitiveness 
improved during the 1980s, the lack 

of commercial orders slowed the 
pace of product improvements in 
U.S. shipyards as compared to for-
eign yards. Although U.S. yards 
have implemented advanced meth-
ods (i.e.-modular construction) in 
building naval ships, they have not 
had sufficient opportunities to be-
come skilled in applying advanced 
methods to commercial shipbuild-
ing, the paper reports. 

Mr. Carson and Ms. Lamb see 
the potential market for American 
shipyards as U.S. owners of foreign-
flag and U.S.-flag ships. Thus, the 
available market in the 1990s are 
the U.S. owners of the 10.4 million 
gross tons (gt) needed to replace the 
300-plus, U.S.-controlled and U n -
registered ships that are currently 
15 years of age and older (assuming 
a 25-year life span). This includes 
the 86 ships, totaling 2.14 million gt, 
in domestic (Jones Act) commerce. 
Currently, there are 41 ships— 
mostly product tankers—in the 
Jones Act trades that are already 
over 25 years of age. However, to-
day's charter rates are not high 
enough to support newbuildings to 

replace these aging tankers. 
In addition to the ships engaged 

in the U.S. domestic trades, there 
are 76 large, oceangoing barges that 
are at or approaching obsolescence. 
Although not all of these vessels 
may be replaced with new, similar 
vessels, at least some will. According 
to the study, replacement tankers 
and barges for the domestic trades 
represent the primary commercial 
opportunity for U.S. shipbuilders in 
the 1990s. The best long-term op-
portunities for U.S. yards, however, 
are the more sophisticated ships en-
gaged in international commerce. 
This presents a strategic dilemma 
which U.S. shipbuilders will have to 
resolve in order to determine the 
marketing focus and research and 
development emphasis throughout 
the 1990s. 

Another problem facing the yards 
will be lack of skilled shipyard 
workers. "Manpower constraints, 
rather than facilities, will limit the 
ability of U.S. shipbuilders to meet 
the possible demand for commercial 

(continued) 
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ships in 1990s," the authors of the 
SNAME paper say. 

Mr. Carson and Ms. Lamb rec-
ommend the following steps for U.S. 
shipbuilders to achieve competitive-
ness in the commercial market by 
the mid-1990s: (1) decide upon the 
market segment and ship types on 

which to focus; (2) determine a fea-
sible price structure for the ships; 
(3) develop a program to radically 
improve productivity in building 
the ships; (4) import established 
state-of-the-art designs or develop 
standard designs; and (5) actively 
promote the product to targeted 
shipowners. 

The authors call on the federal 
government to investigate improv-
ing methods of promotion that 

would stimulate the replacement of 
U.S.-flag ships, resume funding for 
commercial shipbuilding research 
under the National Shipbuilding 
Research Program, and aggressively 
pursue the elimination of foreign 
shipbuilding subsidies. 

In addition, the analysts also have 
suggestions for shipowners: develop 
a long-term ship replacement plan, 
communicate this plan to shipbuild-
ers, and accept that standard de-

signs are the most cost-effective way 
to meet their transportation needs. 

*Editor's Note: This article originally ap-
peared in the October 12 issue of Shipyard 
Weekly, the weekly publication of the Ship-
builders Council of America, Washington, 
D.C., an organization whose members and 
affiliate, allied industry and associate mem-
bers include major American shipbuilders 
and repairers, equipment manufacturers, 
naval architects and marine engineers. 

Is The Small Passenger Vessel Industry Still A Growth Market? 

A SHIPBUILDER'S PERSPECTIVE 
By T.R. Hensley, President 

Service Marine Industries, Inc. 

"Is the small passenger vessel in-
dustry still a growth market?" This 
is an interesting question and it 
could be posed by prospective boat 
owners and their lenders, commer-
cial developers, municipalities, tour 
and charter brokers, and certainly, 
by shipbuilders. As one of the lead-
ing builders of these types of vessels 
in the U.S., we continually survey 
these markets, question our custom-
ers, and analyze the results of our 
advertising. Our conclusion at this 
time is a qualified "yes." 

The most exciting thing that hap-
pens to a shipbuilder is receiving 
that telephone call which says 
"okay, we've got a deal." We've been 
very fortunate in receiving quite a 
few of these phone calls, with two 
boats delivered this year, one under 
construction, and one in engineer-
ing. Our construction book is solid 
and our inquiry load remains very 
high. 

There is no doubt that the pub-
lic's love affair with boats has led to 
a phenomenal growth in the indus-
try. The National Association of 
Passenger Vessel Owners (NAPVO) 
now has 333 members who have 
some 1,000 boats in operation. 
There are many other boat opera-
tors outside this organization who 
have one or more boats catering to 
excursion or ferry clients. It's diffi-
cult to find a seacoast town, large 
river town, or even landlocked lakes 
such as Lake Tahoe, or Lake Mead, 
that don't have at least one excur-
sion boat or ferryboat. 

The spectacular growth of the in-
dustry and broad coverage of the 
navigable water in the U.S. by small 
passenger boats unfortunately lead 
to a significant problem for opera-
tors wanting to increase their fleet, 
or entrepreneurs considering en-
tering the market. Our discussions 
with potential customers point out 
the high cost of dock space or even 
the lack of dock space in cities that 
would otherwise support a boat op-
eration. Other problems such as eco-
nomical, available parking, power, 
water and trash and sewage disposal 
facilities also arise. The customer 

The u l t r amodern Spir i t of Norfo lk II, buil t by Service Marine Industr ies of Morgan City, La., 
for Cruise Internat ional . 

base may be in place, but facilities 
cannot be found for the operation. 

Current economic news may be 
reason for a slowdown. This past 
year hasn't been one of the best for 
many operators. People seem to be 
expecting a slowdown in our econo-
my, and are paring down their vaca-
tion plans. Whether this a short 
term phenomenon, no one seems to 
know for sure. 

The cost of construction of small 
passenger vessels has risen over the 
past two years. The prices of materi-
als and equipment have risen on an 
average of six percent per year, the 
cost of labor slightly more. However, 
the good news is that the price of 
steel has recently turned down to 
mid-1988 levels. Ticket and charter 
prices, on the other hand, have not 
been able to keep pace with new 
construction costs. This puts more 
pressure on the growth plans of the 
industry. 

As most shipbuilders do, we con-
tinually try to find ways to lower the 
labor content of our boats, so that 
our prices rise at a rate lower than 
the rate of increase in material, 
equipment, and labor costs. We also 
try to give our customer added value 
in quality of workmanship and 
equipment installed in the boat. 
This added value tends to lower the 
operation cost of the boat through 
lower maintenance cost. 

We also spend a lot of time in the 
design appeal of the boat through 

styling and decoration. Our intent 
here is to make the boat more 
attractive so that the operator can 
increase his occupancy and perhaps 
even charge a premium for his 
boat. 

Another contributor to what may 
be a slowdown in new construction 
of excursion boats is the lack of ade-
quate sources of financing. It is the 
exceptional startup that has the 
know-how to start a limited part-
nership. Many times the startup 
operator is not able to prepare a 
business plan that satisfies the re-
quirements of the lending institu-
tion. We give clients assistance in 
developing the plan if they ask for 
our help. Very few startups have the 
capital base required by most lend-
ing institutions, particularly banks. 

We have found it necessary to 
locate sources of finance and to 
introduce our customers to those 
sources. Naturally, the project has 
to be feasible, but at least, the oper-
ator will be talking to someone who 
understands his business. 

The four factors influencing fu-
ture growth of the industry—lack of 
location, economic slowdown, high-
er construction costs, and inade-
quate financing—are being evalu-
ated by the established operator, as 
well as startup companies, with 
many taking a cautious approach. 

However, there are significant 
bright spots in the small passenger 
boat market. At present, the main 

growth areas are ferryboats and up-
scale, very posh megayachts for cor-
porate charters or large private par-
ties. 

Yacht Vacations, a magazine de-
voted to vacations on the water, 
recently reported on the lure of 
water and boats for corporate incen-
tives and business functions. They 
report that the reasons corporations 
are organizing events on luxury 
yachts range from the ability to 
offer complete privacy from the hec-
tic pace of the office, to the advan-
tage of offering custom-designed 
charters tailored to a promotion or 
event. 

Marie Convoy, who coordinates 
the charters for Mariner III and the 
President, offers the New York Har-
bor because, "new waterfront devel-
opments and the spectacular skyline 
have contributed to the surge in 
social functions aboard yachts, both 
corporate and private. There is no 
more private place to gather. The 
atmosphere is relaxed, and condu-
cive to socializing and networking. 
The hustle and bustle of Wall Street 
seems so far away." 

Among the shipbuilders to take 
advantage of this trend is the Trini-
ty Marine Group, Trinity Indus-
tries. The company has delivered 
one 142-foot yacht to Kathleen 
and Fred Windridge, who are in 
the Florida charter yacht business. 
Soon to be delivered is the Lady 
Windridge, a 170-foot megayacht. 
All of the Windridge boats cater to 
the corporate and caviar crowd. The 
Lady Windridge will glide along the 
night lights of Florida's famous 
Gold Coast on the Intracoastal 
Waterway. 

Trinity is also building a 97-foot 
yacht and will soon start a 135-foot 
yacht to be located in Boston. John 
Dane I I I , president of Trinity Ma-
rine Group, stated, "The yacht busi-
ness is doing very well across the 
country, interestingly in the very 
small and very large sizes." 

Service Marine Industries, Inc. 
has designed, and construction will 

(continued) 
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THE SHORT CRUISE MARKET IH EUROPE 
AHD HORTH AMERICA 

By Dr. Stanley I. Buchin and J. Duncan McDougall 
Temple, Barker & Sloane 

The U.S. one-day market is one of 
the fastest growing segments of the 
North American cruise industry; the 
Baltic luxury ferry market is one of 
the most well-developed cruise 
markets in Europe. Why do Scandi-
navians purchase 27 times more 
short cruises per person than North 
Americans? How profitable are the 
two markets, and where is the mon-
ey made? What product and service 
trends can be expected in the two 
markets? What lessons can the 
markets learn from each other? 

Temple, Barker & Sloane, Inc., an 
international general management 
consulting firm, reported results of 
research and analysis it performed 
to answer these questions in the 
keynote speech of the Cruise & Fer-
ry 89 conference held recently in 
London. 

The research consisted of surveys 
of representative North American 
and Baltic cruise and ferry lines, 
industry interviews, as well as Tem-
ple, Barker & Sloane's studies of the 
U.S. one-day market and analysis of 
its worldwide cruise database. 

U.S. One-Day Cruise & 
Baltic Luxury Ferry Markets 

While the two markets have 
roughly the same number of ships, 

Shipbuilder's Perspective 

(continued) 
soon start on, a radically new 170-
foot megayacht to fit into this 
market. This boat will have a very 
plush interior and an exterior pro-
file which will be very appealing to 
corporate customers. The boat will 
have a full menu galley, a very 
exclusive restaurant on the first 
deck, and a lounge and disco on the 
second deck. East Coast Investors, 
Ltd., will operate the American Ea-
gle out of their new marine on 
Jamaica Bay, with trips to lower 
Manhattan. 

The recent San Francisco earth-
quake brought home in a very 
graphic way the ability of ferryboats 
to complete highway links, even in 
high density traffic. Ferries from 
Washington and Los Angeles, and 
old ferryboats from San Francisco 
were pressed into service after the 
failure of the Oakland Bay Bridge. 
But in other areas of the country, 
ferry traffic is an ordinary way of 
travel. 

Commuters regularly travel the 
waters of New York and Boston 
Harbors, all along the East Coast 
mainland to offshore islands, St. 
Thomas, U.S. Virgin Islands, to oth-
er Virgin Islands and Puerto Rico. 
Other major systems include the 
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in 1988 the Baltic luxury ferry 
market (13 ships and 6.8 million 
passengers) carried over 5 times the 
number of passengers as the U.S. 
one-day market (with 9 ships and 
1.3 million passengers). 

Market Size 

us Baltic 
E Number of Lines 3 
9 Number of Ships 13 

8,600 Daily Passenger Capacity 26,300 
1.3 1988 Mill ions of Passengers 6.8 

$201.5 1988 Gross Passenger $1,598.0 
Revenues (Millions) 

Both markets have experienced 
steady growth in recent years. From 
1985 to 1988, the Baltic luxury ferry 
market grew 4.4 percent annually 
while the U.S. one-day market expe-
rienced an explosive 20 percent an-
nual growth. 

The U.S. one-day cruise industry 
acts as an important source of new 
passengers for the overall U.S. 
cruise industry because one-day 
cruises offer an attractive way for 
first-time cruisers to try the cruise 
experience without having to spend 
an extended period of time on 
board. About one-third of one-day 

Washington State Ferry System, 
which in 1988 carried 19.3-million 
passengers and 8.3-million vehicles, 
San Francisco Bay Commuter Ser-
vice, and the ferry system between 
San Pedro and Catalina Island. 

The big players in this business 
have been Trinity Industries, build-
ing two 112-foot high-speed passen-
ger ferries for the Washington State 
Ferry System; Avondale Industries, 
building new luxury surface effect 
boats for Metro Marine Express; 
and Gladding-Hearn and Nichols 
Bros., both building high-speed 
wave-piercing catamarans based on 
an Australian design. 

Washington State Ferry System, 
Massachusetts Bay Transportation 
Authority, and Metro Marine Ex-
press, all have plans for expanding 
to new locations requiring new 
boats. Several private operators are 
reported to be eying some high den-
sity traffic areas on the East Coast 
that would respond to ferry opera-
tions. 

While conventional dinner boat 
operators may be thinking about 
taking a breather, the operators of 
posh, exclusive megayachts are ex-
panding in several major East Coast 
cities, and commuters are flocking 
to high-speed ferries in ever-in-
creasing numbers. There is definite-
ly still vitality in the small passen-
ger vessel industry. 

Market Growth 
MM 

10 

Passengers MM 

10 

6 

4 Baltic Luxury Ferry 

(Annual 

2 

(Annual 

1985 

Source: Car Ferry-Into, TBS Analysis 

1988roW,h) 

cruisers eventually go on to pur-
chase conventional cruises. 

U.S. one-day cruise ports have 
tended to be located in vacation 
destinations which offer a year-
round cruising season (e.g.-Miami, 

Ft. Lauderdale, Port Everglades, 
San Diego, etc.). Almost all one-day 
cruises begin and end in the same 
port. Baltic luxury ferries, on the 
other hand, usually act as a trans-
portation link between major Baltic 
cities (e.g., Stockholm, Helsinki) or 
between ports which represent the 
shortest distance between key land 
masses (e.g.-Turku, Mariehamn). 
Typical Ship & 
Product Characteristics 

Most Baltic luxury ferries are 
considerably larger than U.S. one-
day cruise ships. The typical Baltic 

(continued) 
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ferry has 27,000-30,000 grt and car-
ries 1,800-2,000 passengers. The 
typical one-day cruise ship in the 
U.S., on the other hand, has 7,000-
10,000 grt and carries 900-1,000 pas-
sengers. 

Typical Ship 
US. One-D«y Cruise Baltic Luxury Ferry 

• 7,000-10,000 GRT • 27,000-30,000 

• Late 1960s, 
rebuilt in mid 1980s 

Built • Mid 1980s 

• 900-1,000 Passengers • 1,800-2,000 

• 9.3 GRT/Passenger • 13.2 

• 30H of passengers Berths • 80M of passengers 

• None l Cars _ • 450-550 

^ - - 7 

Much of the difference in ship 
size is due to the fact that Baltic 
luxury ferries carry passengers, cars, 
and trucks, while U.S. one-day 
cruise ships are dedicated to carry-
ing passengers only. Baltic luxury 
ferries usually have enough cabins 
to accommodate approximately 80 
percent of their passengers. The 
typical U.S. one-day cruise ship, 
which is substantially smaller and 
rarely offers overnight cruises, only 
has cabins for approximately 30 per-
cent of its passengers. Some one-day 
cruise ships offer no cabins at all. 
Typical 
Passenger Profiles 

U.S. one-day cruise lines and Bal-
tic luxury ferries both attract most-
ly middle-aged cruisers who are re-
peat passengers, and both tend to 
have a younger passenger profile on 
weekends. While Baltic luxury fer-
ries draw about 95 percent of their 
passengers from locals (Swedes and 
Finns) who live within 125 miles of 
the ports of departure, roughly half 
of the U.S. one-day cruisers are tou-
rists to the area. 

The higher percentage of tourists 
in the U.S. one-day market has led 

U.S. operators to use a wide range of 
media (e.g., local print, radio, televi-
sion) and depend more on travel 
agents to obtain bookings. About 
half of U.S. one-day bookings are 
made through travel agents. In the 
Baltic, where almost all passengers 
are "locals," most tickets are sold 
directly by the ferry companies 
which use local print and signage to 
promote trips. 
Trends & 
Implications 

The potential for considerable 
growth still exists in the U.S. one-
day cruise market. Less restrictive 
gaming legislation is currently un-
der discussion in several states. If 
this legislation is passed, the pros-
pects of high on-board gaming reve-
nues may encourage new cruise lines 
to enter the one-day market. TBS 
also believes that new one-day oper-
ations are likely to be developed in 
the near future on the Mississippi 
River and in new coastal locations. 

There are a variety of important 
issues which currently face U.S. 
one-day cruise lines: (1) new com-
petitors can easily and inexpensive-
ly enter the market; (2) state regula-
tions concerning gaming, a critical 
source of revenues, are constantly 
under review; (3) the potential sur-
plus of 7-day cruise ships may begin 
to enter the market; (4) port facili-
ties may become severely strained 
or limited in key locations; and (5) 
the aging population is becoming 
increasingly quality conscious and is 
demanding higher levels of service. 

Competition will become more in-
tense in the Baltic luxury ferry 
industry as new lines enter the 
market, and as newer, larger vessels 
are built. Ferry lines will be forced 
to increase promotional efforts to 
stimulate sufficient demand to keep 
new ships profitable. Baltic opera-
tors are also beginning to consider 
what effects, if any, EEC 1992 will 

have on their dynamic industry. 
Suggested Steps 
For Action 

Actions that U.S. one-day opera-
tors should consider to attract more 
passengers include: (1) building new 
ships designed specifically for the 
one-day market instead of refur-
bishing older vessels originally de-
signed for other markets; (2) devel-
oping new home ports and itinerar-
ies; (3) including one-day cruises in 
travel packages; and (4) improving 
menus and dining facilities. To in-
crease on-board revenues, U.S. one-
day operators should consider un-
bundling meals, requiring a sur-
charge for gourmet dining, improv-
ing shops, and gaming facilities, 
providing more cabins, and offering 
health spas. 

Actions that Baltic luxury ferry 
operators should consider to attract 
more passengers include: (1) includ-
ing ferry passages into more travel 
packages; (2) selling more ferry trips 
to groups outside Sweden and Fin-
land; and (3) evaluating the market 
for "cruises to nowhere." To in-
crease on-board revenues, Baltic 
luxury ferry operators should con-
sider providing more boutiques, im-
proving cabin quality, offering 
health spas, and adding to the on-
board gaming facilities. 
Summary 

A final comparison of these two 
dynamic markets underscores their 
potential for increased growth and 
profitability: 

•If 13.3 million Scandinavians 
purchased 6.8 million passages on 
Baltic luxury ferries, how much ad-
ditional volume could be generated 
in the U.S. market from the 69 mil-
lion coastal metropolitan residents 
who are currently buying only 1.3 
million one-day cruises? 

•If 1.1 million U.S. one-day cruis-
ers spend $40 person in on-board 
casinos, how much additional gam-

ing revenue could be generated in 
the Baltic market from the 6.8 mil-
lion Scandinavians who are current-
ly spending only $5 per person on 
gaming? 

TBS believes that substantial 
growth opportunities exist in both 
the U.S. one-day cruise market and 
the Baltic luxury ferry market. Suc-
cessful operators will be those that 
concentrate on providing passengers 
with a superior cruise experience 
and offering them a variety of at-
tractive opportunities to purchase 
on-board goods and services. 

This article summarizes a key-
note speech presented by Dr. Stan-
ley I. Buchin at Cruise & Ferry 89 
conference held in London on May 
24-25, 1989. Copies of the speech 
can be obtained by writing to Dr. 
Buchin at Temple , Barker & 
Sloane, Inc., 99 Hayden Avenue, 
Lexington, Mass. 02173. 
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EUROPE 1992: WHAT LIES AHEAD 
FOR U.S. COMPAHIES? 

By Wil ford W. Middleton, Group Vice President, Market ing 
Sea-Land Service, Inc. 

In all probability, the changes 
taking place in Europe will have a 
profound impact on the way ocean 
carriers do business in the years 
ahead. 

Of course, no one can predict 
exactly what the European economy 
will look like in 1992. While many 
people expect the European Com-
munity to achieve full economic in-
tegration, it is unrealistic to assume 
that one unified market—where 
goods, services, capital and labor 
flow unrestrained—will be created 
by the end of 1992. Policies are still 
being set, and the true shape the 
market and its full impact on the 

business world is largely unknown. 
The exact timetable for Europe 

aside, we are clearly in a business 
environment that is taking on global 
dimensions. Europe is on its way to 
becoming a four trillion dollar 
market—that's four thousand bil-
lion—made up of 320 million con-
sumers. Europe's drive toward a sin-
gle market is accelerating a move 
toward the creation of three global 
trading blocs—North America, Asia 
and Europe. Gross domestic prod-
uct in the Common Market will soon 
rank with that of the U.S.; it is 
already larger than Japan's. 

Some important steps have al-

ready been made as European coun-
tries prepare for life after 1992. 
Many of the nearly 300 trade direc-
tives are being dismantled, elimi-
nating cumbersome standards and 
regulatory procedures. 

As we get closer to 1992, one sig-
nificant development is the possible 
integration of 12 heterogeneous 
markets into one large market for 
goods and services. Companies 
around the globe will be looking at 
what could become the largest sin-
gle customer base in the world. 

We see a number of opportunities 
and some obstacles for American 
businesses. The unification of Eu-

rope should compel American busi-
nesspeople to look at the world as 
they never have before. After all, 
what we're seeing in Europe repre-
sents the first situation in decades 
where American companies will not 
play a leading role in a significant 
development in world trade. In the 
next five years, we expect that 
events in Europe will not have a 
dramatic impact on trade into and 
out of the U.S. 

The changes in Europe should 
make it easier for firms to do busi-
ness. In fact, a U.S. government offi-
cial recently said that American 
companies currently operating in 
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