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1. Introduction

On Thursday, December 13, 2007, the Committee on Waterfronts, chaired by Council Member Michael C. Nelson, and the Committee on Economic Development, chaired by Council Member Thomas White, Jr., will hold a joint hearing on the status of the Manhattan Cruise Terminal located at 12th Avenue between West 47th Street and West 53rd Street in Manhattan. Invited to testify are representatives of the New York City Economic Development Corporation, Ports America, cruise industry associations, hospitality unions, as well as other concerned community groups. 

2. Background

a. Growth of North American Cruise Line Industry in the United States

Since the 1990s, the cruise line industry has experienced a resurgence in interest among vacationers. An aging population, the economic recession, and the 9/11 terrorist attacks have steered consumers towards cruises for leisure travel.
 Cruise lines are increasingly popular among the large number of older baby boomers, many of whom have relatively larger disposable incomes and are approaching retirement. Many vacationers who wish to reduce their travel time as a result of harder economic times and to avoid potential terrorist attacks are looking at cruise lines—particularly those accessible by car—as a safer and more secure travel alternative.

Because of the popularity of the North American cruise lines, the industry has expanded in the United States, which is contributing a growing share of global cruise passengers. According to a study by Business Research and Economic Advisors (BREA) for the Cruise Lines International Association, in 2006, an estimated 9.36 million residents of the United States took cruise vacations throughout the world and accounted for 78 percent of the industry’s global passengers. In the same year, ports in the United States handled 9 million cruise embarkations, which represented an increase of 4.5 percent from 2005.
 Over a six-year period, spending on cruise travel almost doubled, and wage impacts increased by 110 percent.
 In addition, the majority of the cruise industry’s global economic impact was received by the U.S. economy.

The national economy, as well as state and local economies, have benefited from the expansion of the cruise line industry.  Such benefits derive largely from five different sources of expenditure, including:

· Spending by cruise passengers and crew for goods and services associated with their cruises, including travel between their places of residence and the ports of embarkation and pre- and post-vacation spending;

· Spending on shore-side staffing of the cruise lines for their headquarters, marketing and tour operations;

· Expenditures by the cruise lines for goods and services necessary for cruise operations, including food and beverages, fuel, hotel supplies, and equipment, navigation and communication equipment;

· Spending by the cruise lines for port services at U.S. ports-of embarkation and ports-of-call; and 

· Expenditures by cruise lines for the maintenance and repair of vessels at U.S. shipyards, as well as capital expenditures for port terminals, office facilities, and other capital equipment. 

While providing employment to more than 153,800 residents of the United States, the cruise industry and its passengers generated $17.6 billion in direct spending in the United States during 2006, increasing 9 percent over 2005.
 Accounting for direct spending and indirect spending (multiplier effects), the economic benefits produced by the cruise line industry by crew and passengers amounted to $35.7 billion in gross output in the United States.
 This translated into 348,000 jobs paying a total of $14.7 billion in wages and salaries.
 More than half of the total gross output and jobs was a particular boon to seven industries: professional and technical services, financial services, durable goods manufacturing, non-durable goods manufacturing, wholesale trade, airline transportation, and travel services. 
 
b. Growth of Cruise Line Industry in New York City and New York State

In 2006, New York State comprised 6.2 percent for the North American cruise line industry direct expenditures, which is over $1 billion.
 These expenditures generated an estimated 13,421 jobs, paying $729 million in income for New Yorkers.
 New York State’s impact is related primarily to cruise embarkations and cruise industry purchases. Many major business sectors in New York City benefit from the spending of the cruise industry and its passengers, including: air transportation and travel agent industries; financial services and pharmaceutical companies; advertising and marketing services; manufacturers of textile and apparel products; legal services; lodging; and food processors. 
  Based on research from Royal Caribbean of other ports, once a passenger visits a port, 25-30 percent will return for a 7-10 day visit in the next 2-3 years.

The Port of New York is the nation’s sixth busiest cruise port, behind the three major Florida ports, Port of Galveston in Texas, and the Port of Los Angeles.
 The City’s terminals in Brooklyn and Manhattan currently serve 15 cruise ship lines.
 Approximately 83 percent of passengers passed through the Manhattan Cruise Terminal in 2006, with the remaining 17 percent utilizing the newly opened Brooklyn Cruise Terminal.  That year, 536,000 passengers embarked on their cruises from Manhattan’s West Side and Brooklyn terminals, 6 percent of total U.S. embarkations.
 In addition, New York embarkations increased 45 percent compared to 2005, although this is 11,000 fewer than 2004.
 While the number of resident cruise passengers remained the same, New York’s direct expenditures with respect to the cruise industry increased by 4.2 percent from 2005. 
 

3. The Manhattan Cruise Terminal

The Manhattan Cruise Terminal (formerly called the New York City Passenger Ship Terminal), located between West 47th Street and West 53rd Street on piers 88, 90, and 92, was constructed in the 1930's.  In order to handle five ships at one time, the Port Authority of New York and New Jersey renovated the terminal in the 1970's.  In 1997, the New York City Economic Development Corporation (EDC) assumed ownership of the piers, and entered into a 10-year lease with P&O Ports. 

The terminal closed after 9/11 and became an emergency management command center for more than three months. Then, in January 2002, with the return of the Queen Elizabeth 2, the terminal was reopened. It is now the homeport for trans-Atlantic crossings from Europe and also serves as a major port for embarkations to Bermuda, Canada and the Caribbean.
 The piers are also used as a venue for trade shows when cruise ships are not docked and hosts the annual New York City Fleet Week with the U.S. Navy.

On January 15, 2004, due to changes in the industry and the size of modern cruise ships, the EDC announced $50 million in improvements to the terminal. This amount is part of the City’s $200-million project to renovate and expand its cruise facilities. Because of the increased size of modern cruise ships, two ships can not fit comfortably in the same slip anymore.
 Therefore, the City’s improvement plans call for the redesign of Piers 88 and 90, enlarging the berth space in order to handle three ships at one time. Pier 92 was to be used through 2008, with the EDC evaluating other uses. Other planned improvements to the terminal include expanding pier aprons, installing new gangways, installing and upgrading stairways, escalators, elevators, taxi stands, and heating system. Signage and safety improvements will also be made.
 

4. Concerns

On October 26, 2004, Kate Ascher, then Executive Vice President of the EDC, testified before the Committees on Waterfronts and Economic Development. In her testimony, she stated, “Design documents for the Manhattan renovations are expected to be complete in late 2005 with all improvements constructed by the end of 2009.” However, the NYCruise website, managed by the EDC, asserts that: 

“The overall master plan for the Manhattan Cruise Terminal, a 30-year program, provides for construction of additional berths and terminals—four modern berths to be developed immediately, and a total of six berths available for use by 2035.”

There thus appears to be a significant discrepancy in how the EDC has portrayed the timetable for this project.  

5. Conclusion

At today’s hearing, the Committees will examine the status of the planned improvements to the Manhattan Cruise Terminal including what renovations have already been finished, how long the project will take to complete and what work is currently being done. The Committees will also review the funding for the project and how much more money is needed to complete the project. 
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