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E(ecutive Summary;

Legal and Institutional Improvement Measures for Cruise Ship
Operation

1, Purpose

O The study analyzes legal obstacles to entry or departure of national flag cruise
ships.

- Compared to high interest in and plans for emerging international cruise market
and cruise, level of relevant infrastructure, policy and the rule of law in Korea
remains low.

- It is necessary to improve regulations and institutions on national flag cruise
ships. operation, preparing for domestic cruise industrial development and

constant increase of national flag cruise ships.

O The study helps development of the Korean cruise industry with its measures for
institutional improvement.
- The recent launch of the national flag cruise ships company highlighted

problems in cruise ship operation, which required improvement measures.

2. Methodologies and Feature

1) Methodologies
O To analyze preceding studies on cruise

O To conduct comparative analysis on relevant regulations and institutions of other

countries, such as the US, Japan and China

O To interview executives and staff in the cruise industry and to consult with out-

side experts



2) Feature

O This policy study is focused on upgrading regulations and institutions for cruise
ship operation, the core component of the cruise industry.

O The study presents practical policy measures by involving experts in the cruise
industry.

- The study referred to interviews with legal experts while reviewing legal
obstacles to cruise ship operation and developing improvement measures. It also
interviewed executives and staff in the domestic and international cruise

industry to identify the current cruise operation and other problems.

3. Results

1) Summary

O The study presented legal and institutional improvement measures for cruise ship
operation.

- For conversion of foreign merchant ships to coaster ships: to minimize
procedures over entering inner/outer ports by cruise ships based on

characteristics of cruise ship operation

For commodity within cruise ships: to regard such commodity as ‘articles for
ships’

For upgrading of the Immigration Control Act: to apply the uniform landing

permission system to ship crew of cruise ships

For upgrading of the Seafarers Act: employment standards for foreign crew

cannot be applied uniformly under the current Seafarers Act.

O Since cruise ships are more expensive than general merchant ships, outside capi-
tals are often borrowed. Therefore, financially supportive measures are necessary
to secure cruise ships.

- According to the current operation of the Tourism Promotion Development
Fund, large cruise companies which don’t require loan necessarily are enjoying
supportive measures, while small and medium-sized cruise companies which are
desperate for loan are shunned.



| Executive Summary | iii

- Therefore, the Tourism Promotion Development Fund should be revised to
correspond to current practices of shipping industry.

- Governmental financing organizations need to prepare foundations in which
collateral values of ships can be recognized according to the Bare Boat Charter
with a Hire-Purchase (BBCHP) contract. BBCHP contract are generally used for
ship purchase.

O The study suggested legislative measures and policy tasks for better service with-
in and outside of cruise ships.

- Legislative improvements (as for casinos): If relevant laws are under review to
upgrade the Korean cruise industry and its competitiveness, legal foundation
which allows casino operation within cruise ships should be prepared, along
with system for regulations and policy tasks.

- Policy tasks: Roadmaps to establish and operate training centers for cruise

professionals; foundation for operation cost supports for cruise terminals

2) Policy contribution

O The study can be used as basic material in setting policy direction for legal and

institutional improvements for cruise ship operation.

O It can be referred to when the Special Act on Cruise Industry Development is

enacted.

3) Expected benefits

O The study encourages enactment of the Special Act on Cruise Industry
Development.

- Relevant laws on cruise were kept in order, preparing legal foundation for cruise
business permission. However, they lacked detailed provisions about cruise
businesses and had complex regulations, raising difficulties for companies.

- Therefore, a master plan should be prepared on development of national cruises.
For their effective operation, relevant regulations scattered over the Marine

Transport Act, the Tourism Promotion Act and the leisure and Ferry Business



Act should be unified. Moreover, procedures involving subsidiary facility permits
should be streamlined under law.

O The study will upgrade supports for national cruise company development.

- For development of national cruise companies, their higher market share and
cost reduction, financially supportive measures should be prepared to help them
secure ships. The tonnage tax system and temporary supply of tax free oils are
also required for cruise companies.
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6) Marc Mancini, Crusing: 4 Guide to the Cruise Line Industry, 2nd edition, Thomson, 2004, p. 3.

7) o|FE, TAF= WHAA ofdf,, ek 2004, pp. 28~33.
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PALLIS, Maria N. PAPADOPOULOU, “Plain Cruising? The State of The Cruise Industry in
Greece and EU Policy Developments”, International Association of Maritime Economics
(IAME) Conference 2005, p. 313.
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23/ (Value / Traditional), |4l 8]ZE ¥ (Resort / Contemporary), ilH
(Premium), &3} (Luxury), S41%(Niche / Specialty) &2 HE&535}31 T},

o] Hhojrx ZBRZ Aure o]g TEARWH=g P IZZ(Pleasure
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HeEch E3| Huf 2829 FAL, eugt A5 *%(Opera Cruise), T
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20,000,000

15,000,000

10,000,000

5,000,000 -

2001 20024 20031 2004 20054 2006 2007 2008 2009 2010 2011t 2012'A(e)

T AFZ WBAL Ocean Cruise HWF2TE Aoz gk
A& ;1) 2001~2004d : Tony Peisley, 7he Future of Cruising - Boom or Bust? A Worldwide
Analysis to 2015, Seatrade Communications Ltd., 2006, ; 3-23] €], 'mF= it
o R 2k, S gAT Y, 2006, p. 20004 A l-gRk
2) 2005~2012% : European Cruise Council.

AA 2= AHRE 344402 Adex|al Qlal, o=
Carnival 153} Royal Caribbean 15| &3S}l ot ol I1HFE A
A 2gx Aol 56.6%8 48T ACHGE 2-3) B,

AR AAFA oot e =g A AL AStE Utk
Cruise Market Watch(2011)0] w2, I2= HAE Q14 oz AlA
ot 5% AAHCarnival 2 Royal Caribbean)®] AJAE-G&°] L =

oFx|aL Qlek, 20109 ¥ 7|E AANA ZF= A2 252202 g4k

Mo

_IN_f
>
N

+= 428,835 1], Carnival ¥ Royal Caribbean©®| X-3-3F Ay}
TORE= 571.9%5 AASHAL, FEAE V|ECRE= T3.4%E
Carnivalo] HG3F Aure 104402 214,590H(50.0%) &

Caribbean©®| X931 A¥re 4224 07 100,030%(23.3%) B 4 il
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v 2] a5z Aol B AUk 106302 114,215 (26.6%) % &

I 4 9k

| E 2-3 | MMl 72 AFZ A MO dF(2012.9¥)

- 34} e | 3ES | 2853 | £8%9
(Line) (No) (1,000GT) (berths) H]S(%)
Carnival Carnival Cruise Lines 24 2,262 61,890
Princess Cruise 16 1,491 36,720
Costa Cruise 16 1,369 35,686
Holland America 15 995 22,794
Cunard Line na na na
P&O Cruise 7 565 14,612
sub total 78 6,682 171,702 38.1
Royal Royal Caribbean 22 2,562 61,971
Caribbean Celebrity Cruise 10 924 21,312
Azamara na na na
sub total 32 3,486 83,283 18.5
MSC 12 1,058 27,774
OTHER 222 6,097 139,902
Total 344 17,323 450,435 100.0

N

T ArEHe 272 AEte digste ol& AAt FEskal Qi
Royal Caribbean Cruisex= 2010 12&€Hof A|A o {2l 227t & F
282A(16%, AN 27007, 5400W TL) 2HS QlEyTt
FzslA Z71ske] 20119 (9F, 18,712%)F} 20129 (4H, 10,536™)9] &
1329 vl Q=2 HAA aF= A wiE2 199 g, @5

1305 o] 718 Ao djarsla ek,
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Today 5 years ago
16,5% 23,0%
3,4%
5,4% 29%
W; 20128 **_ 2008
% 2,/2'/

7%
8,3%

98% 19,9%

M Caribbean
B Australia/New Zealand/S.Pac M Alaska

M Mediterranean

A7 2013 FAFRZ AWEA T2

15) Cruise Market Watch, 2010, 2009 11 28

oz s}% FtobAlol A%,

A= sHOMF LR 25 T

BAAE 71Esha ek, @A oFAlobA gL

So(gstel, AR, AF

AT

P [e]
|:|-|QrE

Hot

10 years ago

20,0%

2,4%

"5

1%

10.9% @

Europew/o Med
South America

Asia
Other Programs



[ Al2% 222 Ak} BT A4l 222 A% 59| 23

=

olgl Tio] A== wF A3 st Ha ek, 22 A 2
=2 e e 2= Ado] Axel zdseugl Ade] At A
A A2z Ao oF 10%E AASAL Ytk o5 ARZMNELS F TE
el aszatEo] wel okt AxAES sl ol sl 2
22ANES AIERE REoT SUopolE Liels AHARZ

L
T—
AT

_

AZHE e NS AT, BeY aF2 So

[J8 2-3 | MM 32 AT NN

RN CCL Group(49.2%)
Disney, 29\ 7|Ef, 94

MSC Cruise, 5.8 Carnival, 21.1

Azamara,
02

CDF, 0.3

Pullmantur, 1.6
Celebrity, 4.7

AIDA, 44

Holland Amarica, 3.7

RCL Group(23.8%)

P&O Cruise, 1.9

P&O Cruise Australia, 1.9
Ibero Cruise, 1.3 /

Seabourn, [0.

Cunard, L.

TE - Cruisemarket watch

A& @ Cruise Market Watch.

A
9 1970\ 0) 509 o] ARXE AY, 19954 4357+
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#AiL, 53] od AHEH F55k= B97F ok CLIA(Cruise Lines
International Association)of|A] w|=rQl 1,354 HEOZ AASH HFE

ZAbo] WHER(2011,3.2~4.14), AFZ ooF A] of R4} o] §EE
oA = =M E 20024 88%0 A 20114 68%%2 AL&Ho g Ftets}
e 1 9 53} ARzs ojds] oy o880 ke, 717t 899,
80%= LtERTH ol ofALE Bt ojokrrt QIEUlS Bt ojoko] A

n4ge) gol it ook Mool 7] WEOE HARL,

| B 2-4| AFA CIAA| OIYAT O|§E ZO|

(5t %)
20114
T& 2002 20043 2006 20114
Luxury Premium
o SYAL 88 80 78 68 89 80
7l 12 20 22 32 11 21

F AR S F ARE oA YAOIES B ofofel ts) 50| U Aow ey
A} CLIA, “2011 Cruise Market Profile Study”
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2T AFEe 252 A2 AE dPSEI ATk 2005 o] A
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o= Autt syt EAR o7 o]RojFort Aute] Z4l ol

AlZFSE B | sol= AA| FolA]7] AT 2000 15%F E(GRT) ©

Apo] of R zsle] QERR A2 Aol tAely HgAe] FxT
7] NASHEAL, 47 oY $AS £8F 4 G AT=A0] Wi

7] Akt

| 18 2-4| ATANY HiFe FA

Ship
Passengers Draft Air Draft Displacement
1960s (In Thousands GRT)
St 400-500 | up to 30 - 18
400 feet
1970s
i, 600 20-36 - 20
500 feet
1980s
1200-2000 26-30 140-175 80
800 feet
+1990s
6B 2600-3800 26-34 160-180 90-150
900-1050 feet
+2000s
3500-5000 30-34 +/- 200 150-250

960-1250 feet

Z}&: Bruno-Elias Ramos, “Terminal Design”, 2008. 3, “Seatrade Cruise Convention 2008”
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| B 2-5| AN AEE N4 Biop 0|

(ehel: &)
. 1985 1995 2006 2011 2013
T A | HF (A | HT | He | HE | A | v | e | HT
1% GT
o 59 | 158 | 75 | 85 | 115 | 352 | 87 | 252 | 78| 231
oJst
WO g | gg0 | 130 | 674 | 119 | 364 | 127 | 368 | 118 | 349
GTol3} : : : : :
6%E~1073+
GTols) 2 | 61 | 17 | 241 | 69 | 211 | 84 | 243 | 88| 260
10%F GT
231 - - - - 24 ] 73 | 47 | 136 | 54| 200
A 147 | 100 | 222 | 100 | 327 | 100 | 345 | 99.9 | 338 | 100.0

Z}&: CLARKSON, KMI.
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Allure of the

Seas 5,400 19,750 | 225,282 Bahamas | 2010 Royal Caribbean

Oasis of the

Seas 5,400 15,000 | 225,282 Bahamas | 2009 Royal Caribbean

Norwegian

Epic 4,200 10,850 | 155,873 | Bahamas | 2010 | Genting Hong Kong

Liberty of The |5 )| 10500 | 154407 | Bahamas | 2007 | Royal Caribbean

Seas
Freedom of .
3,634 10,500 154,407 Bahamas | 2006 Royal Caribbean
the Seas
Independence |3 ¢43 | 10500 | 154407 | Bahamas | 2008 | Royal Caribbean
of the Seas
Queen Mary 2 2,620 19,189 | 148,528 UK 2003 Carnival Corp.

Mariner of the

Seas 3,114 9,600 138,279 Bahamas | 2003 Royal Caribbean

Navigator of

3,114 9,616 138,279 Bahamas | 2002 Royal Caribbean
the Seas

MSC Fantasia 3,300 11,000 | 137,936 Panama 2008 | Mediterranean Shpg.

Explorer of

3,114 10,937 137,308 Bahamas | 2000 Royal Caribbean
the Seas

Voyager of the

Seas 3,114 11,132 137,276 Bahamas 1999 Royal Caribbean

Adventure of 5 14| 11033 | 137276 | Bahamas | 2001 | Royal Caribbean

the Seas

MSC .

i 3,300 10,000 130,000 Panama 2009 | Mediterranean Shpg.
Splendida
Carnival 3,646 | 10,500 | 130,000 | Panama | 2009 |  Carnival Corp.
Dream

Az KMI(EE2 39 A2 o]g AA).
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1,200 L
951 962
1,000
/ 887
843 :’_,"
759 757, 783 929 955
e 822
637 642 / 850
575 777 753
601 555 547 5eq
48.
352
200
1980 1985 1990 1995 2000 2005
Ho Lo E) A= (B Zo|(HE))

Z}&: Luis Ajamil, “The Terminal”, 2008. 3, "Seatrade Cruise Convention 2008"

B

< Az FQ A7 A4 g 8 A5 B AL
7¥eh= A, Wa oF 50001 WA F7leHs FARS Ko

(2008 2,845, 2009 3,456™).

il

|38 2-6| 1R ATAY MG BFLE 51 4 19 70|

— — 1 —
4,000
3,456
3,500 /I—
2,845
3,000 2,703 2,714 ~d
2,500 ya
2,093 2,077 Z’./wu
2,000 1728 1,833 Ay
1,427 1,464
1,500 -
1,000
500
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
TEr s

Z}&: Luis Ajamil, “The Terminal”, 2008. 3, "Seatrade Cruise Convention 2008"
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A=t Cruise Market Watch®] ¥F3to] 93}, 20104 1,8427F Hof A
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20

o2 Agqt 3.8%% F7HE Aol

| E 2-8 | Al AFZ ATY 27 MY

(a9k 5t )

T8 20054 20104 20154 2020(p) (Effgg’g)
] 9.25 11.75 13.79 16.36 34
9 3.20 4.45 5.70 6.9 44
7)€t n.a. 2.2 2.90 345 45
(o} Ao} (0.84) (1.27) (1.70) (2.02) (4.8)
3H 13.29 18.42 2239 26.67 3.8

A}&: Cruise Market Watch 2011, ©F 20054
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3M+ APCDs
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