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shipping goes for growth

David Jessop, Executive Director, Caribbean Council

he shipping trade with the nations of the
I ACS can be said to have begun in 1879
when Captain Lorenzo Baker’s eighty-
five ton schooner the Telegraph, stopped off in
Jamaica to collect a cargo of bamboo. He also took
on, incidentally, stems of bananas, landing them in a
saleable condition in Boston after seventeen stormy
days at sea. After many difficulties a market for the
fruit developed, leading to a regular shipping service,
the development of commercial banana plantations
and smallholdings across the region and eventually,
through mergers, to the creation of the powerful
United Fruit Company.

As the trade developed shipping services proliferated
carrying a mix of passengers, freight and a range of
other agricultural produce between the region, North
America and Europe; arguably leading also to the
development of Caribbean tourism and the creation
of today’s fast growing cruise ship industry. Today the
shipping and ports sector is central to the ability of the
region to integrate, become globally competitive and
service industries from bananas to tourism.

This is further emphasised by recently signed
agreements such as the Economic Partnership
Agreement between the Caribbean and Europe, and
the negotiations recently begun for a Central American
Association agreement with the EU are all predicated
on viable ocean transport.

But can carriers remain competitive in the face of
increased energy prices and the liberalisation of trade?

In a 2002 paper for the Association of Caribbean
States, Professor Norman Girvan, then the ACS’s
General 2000-2004, noted that research showed that
the costs of transport as a proportion of the total cost
of imports into the countries of the whole Caribbean,
were two to three times the world average. While
the world average for transport costs, as a percentage
of the cost of imports was five per cent, the cost in
CARICOM countries was, he suggested, on average,

twelve per cent.

The reason for this was, he argued, because of the
trend towards ever-larger cargo ships, containerisation,
and the growing role of transshipment in maritime
cargo which meant, perversely, that smaller countries
have to import a higher proportion of their cargo via
transshipment ports and bear extra costs.

‘What he could not have imagined then was the impact
that energy costs and other factors beyond the region’s
control would also come to have on shipping costs.

Over the past two years, oil prices have surged.
There are many reasons for this. The global oil
system is running at near to full capacity. The US
had been purchasing oil for its strategic stockpile,
insufficient global refining capacity has restricted
production and soaring demand from China and
India as their development programmes accelerate,
have been pushing requirements close to or beyond
present levels of supply. This, taken together with the
financial markets’” uncertainty about the stability of oil
producing states in the Middle East and Africa and
the global threat of terrorist disruption suggest little
likelihood of any significant downward trend.

Steel, another commodity that affects the cost of
shipping around the world has also been showing
prodigious gains. Comparing prices in mid 2004 with
those for the same period in previous years, current
values in much of the world are unparalleled in recent
history. But analysts seem divided as to what will
happen next. From a historical standpoint, they argue
that current values look unsustainable. But while most
believe that present prices will start to slip there is a
strong body of opinion that suggests that they will
stabilise at close to present levels.

Despite the high costs of steel, forward orders for
ships at the world’s shipyards are only showing a gradual
decline. Analysts suggest that for certain ship types
forward order books are very large. For LNG tankers,
for example, it represents more than thirty percent of
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vessel capable of carrying 5,400 passengers.

According to industry analysts the move to larger
vessels is the industry trend. International cruise lines
took delivery of seven new ships in 2006, with eleven new
builds scheduled for delivery by the end of 2007. Each
has an average capacity of around 3,300 passengers.

There are two reasons behind this drive for size.
The first is that by increasing the capacity of the ships
the cruise lines can maximise their profits against a
background of a weakening Caribbean cruise market
and increased operating costs. The second is that by
increasing the size of the vessel, operators can provide
an ever wider range of on board experiences thereby
attracting a wider range of visitors and retaining an
increased amount of overall passenger expenditure
otherwise spent on-shore.

Proof that this concept works can be seen in the
annual reports of Carnival and Royal Caribbean, the
two biggest operators, who made respectively US$2.3
billion and US$634m in profits in 2006, despite rapidly
increasing fuel costs.

But larger vessels are bringing with them new
problems. Caribbean islands have been investing heavily
in creating new port and on-shore infrastructure to
facilitate cruise ship arrivals. This means, according to
22003 paper by Kenneth Atherley of the Barbados Port
Authority, that port expansion projects have had to be
initiated roughly every ten years to match the changes
in modern ship technology. To cope with the ever
increasing size of new cruise liners, a Caribbean cruise
port now has to have a minimum of two mega ship
berths with at least eleven metres draught alongside;
the ready availability of reliable utilities; facilities such
as incinerators for waste; special fender systems; and a
wide range of port reception facilities for visitors, crew,
security and other personnel.

While virtually all Caribbean destinations have
invested in cruise ship facilities there are risks involved.
Cruise ship operators are often volatile and because of
the nature of their business can respond to natural
disasters and changes in port charges or visitor taxes
by changing their sailing schedules at short notice.

Future trends are mixed. There is growing year round
competition from cruising in the Mediterranean, cruise
lines are starting to call at their own private islands in
the Caribbean and are establishing in some destinations
their own private clubs in order to maximise their
revenues. Set against this, Caribbean nations that
have good berthing and reception facilities, low port
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dues and charges, a wide range of visitor attractions,
sufficient quality ground transport and high levels of
security are clearly benefiting from increased numbers
of cruise ship calls.

There are also interesting opportunities for
Caribbean ports that promote themselves for home-
porting with European lines. European cruise visitors
account for some ten per cent of cruise passengers
visiting the region and European lines are more
prepared to consider a Caribbean destination as a home
port. However success will depend on there being good
infrastructural facilities, sufficient air lift from Europe
and enough hotel beds available for pre and post-cruise
stay-overs to make this viable.

Other opportunities are also being investigated.
These include the Scandinavian model whereby
mixed cargo and ferry services traveling between
ports no more than half a day sail away might provide
facilities for top-end visitors similar to those on
smaller cruise ships operating on the Caribbean coast
of Latin America. A further but more remote option
lies in the home port opportunities that lie in the new
development of residential cruise ships.

While the new generation of mega cruise ships
may only call at a limited number of ports, there are
many more new and smaller refurbished cruise ships
that will continue to want to call at even the smallest
of Caribbean ports. Cruise ships have become a
permanent part of the Caribbean scene. The likelihood
is that the container and bulk cargo operation will
continue to sit side by side with cruise ship terminals
for the foreseeable future.

With the exception of Trinidad, Venezuela and
Mexico, all ACS nations are now concerned that the
recent huge leap in oil prices may seriously damage
economic recovery and plans to adjust economies
in preparation for the changes that will come
inevitably as a result of trade liberalisation. The
shipping industry is no exception as carriers have no
alternative but to raise rates through fuel surcharges
or ships, in certain categories, cost more to build as
steel prices increase.

What emerges from all of this is that the Caribbean
shipping industry must now rise to three great
challenges: a change in the structure of the international
shipping market; the continuing high cost of energy
and steel; and the effect that the process of global trade
liberalisation will have on competition and the volume
and direction of trade. |
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the capacity
of the ships
the cruise
lines can
maximize
their profits
against a
background of
a weakening
Caribbean
cruise market
and increased
operating
costs

101




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 10%)
  /CalRGBProfile (Apple RGB)
  /CalCMYKProfile (U.S. Sheetfed Coated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends false
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize false
  /OPM 0
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage false
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts false
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages false
  /ColorImageDownsampleType /Average
  /ColorImageResolution 2400
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages false
  /GrayImageDownsampleType /Average
  /GrayImageResolution 2400
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Average
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /Description <<
    /FRA <>
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308000200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e30593002537052376642306e753b8cea3092670059279650306b4fdd306430533068304c3067304d307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <FEFF004700680079006c006c007000720069006e0074002700730020005200650063006f006d006d0065006e006400650064002000530065007400740069006e00670073>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.283 858.898]
>> setpagedevice


