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Executive Summary

The cruise industry has become a major economic force in Alaska, bringing nearly
780,000 visitors to the state in 2003 alone. To better understand how the cruise ship
industry affects the Alaska economy, the North West CruiseShip Association
(NWCA) contracted with McDowell Group, an Alaska research and consulting firm,
to prepare a study of the impacts of the Alaska cruise industry on the state during
2003.1 Impacts were also summarized for Southeast, Southcentral and
Interior/North regions of Alaska (see map). Cruise industry impacts are expressed
in terms of spending, employment and payroll. Key findings are presented below.

Cruise Passenger and Crew Member Spending

The average out-of-pocket spending per passenger in 2003 was $511, for total
spending of $393 million. This does not include airfare lo and from the state, or
any trip components included in the cruise or cruisetour package (such as hotel,

rail, and bus components).

e Cruise passengers make the bulk of their out-of-pocket purchases in Southeast
Alaska, where they spend the most time. It is also where they have the most
opportunity to make independent purchases on tours, retail items, and meals.

e Approximately 20,000 crew members spent an estimated $13 million in Alaska in
2003, nearly all of it in Southeast Alaska.

Cruise Passenger Spending by Region, 2003

Region Total Sponding Percent of Total
Southeast $334 million 85%
Southcentral 34 million 9
Interior/North 12 million 3
Unnttnbuled' 13 million 3

Total $398 million 100%

'‘Unallfi&utod sponduv;} incljjos Spending that cannot be obviously attributed to a region

Cruise Lino Spending on Goods and Services

Cruise lines and their subsidiaries purchased approximately S149 million in
goods and services from Alaska businesses and organizations during 2003.
Included in this figure is spending on operational expenses as well as capital
projects According to cruise line data, approximately $35 million of the $149
million is attributable to capital projects Direct payroll is not included.

Southcentral captured about half of cruise line spending at ?7<» million Southeast
and the Interior /North each captured about a quarter ot spending at $3‘'<million
and $34 million, respectively.

e |he high level of spending in Southcentral reflects in part, cruise line subsidiary
operations such as lodges, railcars, and olher land tour components, many ol
which are based and or supplied by businesses located in that area

' this kluilv consider* nnpai | Irom MVCA nuinhrr him unit Much ir|'t<r*eiil "'s pvicrnt ol die Atavk.i mine iiuriir
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Cruise Line Direct Purchases of Goods and Services by Region, 2003

Region Total Spending Percent of Total
Southcentral 51%
Southeast 39 million 26
Interior/North 34 million 23

Total $149 million 100%

Total Direct Cruise Industry Spending

e Cruise lines, crew members, and passengers directly accounted for $633 million
in spending in Alaska in 2003. This figure includes $393 million in passenger
spending, $149 in cruise line spending on goods and services, $46 million in
cruise line payroll spending, $32 million in passenger airfare, and $13 million in

crew memberspending.
Total Direct Cruise Industry Spending, 2003
total Spending

| Region
Cruiso passenger spending $393 million
Cruise line spending on goods and services 149 million
Cruise line payroll 46 million
Cruiso passenger airfare 2 32 million
Crew member spending 13 million
$633 million

Total

e The following table shows the direct spending by cruise lines (purchases and
payroll), passengers (out-of pocket spending and airfare), and crew members, by

region.

Total Direct Spending by Cruise Lines, Passengers, and Crew Members
By Region, 2003

Total Direct Spending:
Southeast (GZ%) $633 m|“|0n
$395 million

Southcentral (25%)
$156 million

Interior/North (11%)

Ufmttnbulcd (2%) $69 million

$13 million

L= rwiw ( tif«rauiitr irlri= i tin- p--rtict) iX(j<» ruy.triill.Uv licit e «Uinuled to May in llir sl.ilr ol Alj 1.
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Cruise Industry Employment and Payroll

In 2003, the cruise industry directly employed an average of 1,630 workers, with
peak employment of 3,130. Direct payroll accounted for $46 million. These
figures do nol include jobs created by passenger spending or by cruise line
spending with Alaska businesses.

Counting both direct and indirect employment and payroll, the cruise industry
generated 12,430 jobs (annual-equivalent) in 2003. Cruise industry-related
employment peaked at approximately 21,000 jobs during the summer. The
industry accounted for $384 million in total payroll.

The cruise industry has the greatest impact in Southeast, where it accounts for
7,300 jobs and $212 million in payroll. These figures represent 14 percent of all
employment and 12 percent of all payroll in Southeast.

Total Statewide Employment and Payroll Impacts of the Cruise Industry, 2003
(Including Direct, Indirect, and Induced Impacts)

Payroll
($ millions)
Statewide
Cruise line employment and spending 4.830 $152.7
Passenger and crew spending 7,600 231.4
Total 12.430 384.1
Southeast
Cruise line employment and spending 800 $28.4
Passenger and crew spending 6.500 183.6
Total 7,300 212.0
Southcentral
Cruise line employment and spending 1,970 S81.5
Passenger and crew spending 900 37.3
Total 2,870 118.8
Interior/North
Cruise line employment and spending 1,960 $42 6
Passenger and crew spending 300 10.6
Total 2,260 532

Note: Regional totals may not add up lo slalewide totals due lo rounding
Cruise Industry Impacts on State and Local Governments

e At the municipal level, it is estimated that local governments earned over $30
million from the cruise industry in 2003, including $14 million in sales lax from
passenger and crew spending.

Statewide Municipal Rovonuos from the Cruise Industry, 2003

) Total Rovonuos
Passenger/crew sales tax revenues S$13.906,000
Cruise line sales tax rovonuos 1,500,000
Cruise line dockage/moorage foos 7.834.000
Bed tax rovonuos 4 489.000
Property lax revenues 3.000,000
Total $30,729,000

Tho Economic Impacts otlho Cnnan Industryin Alaska KkDowvll Group, Inc - Pago 3



« All available data suggests thal the cruise industry provides an overall net
benefit to local governments, with cruise-related revenues significantly

exceeding cruise-related expenses.

Though it is not possible to measure all state government costs and revenues
associated with the cruise industiy, available information suggests that revenues
exceed costs.

Based on interviews with state departments and cruise industry data, it is
estimated that in 2003, S21 million was generated by the cruise industry in
revenue to the slate, with $775,000 in verified program costs attributed lo the

cruise industry

Total Spending Impact

e Statewide, total spending attributable lo the cruise industry was approximately
$878 million in 2003. This is a measure of all the direct, indirect, and induced
spending in support of the industry, its passengers, and its labor force. Direct
cruise line spending, passenger spending, crew member spending, cruise line
payroll, and all associated indirect and induced spending and payroll are
included in this number. This is a total measure of all dollars moving through the

Alaska economy as a result of the cruise industry

Below is a chart that shows how total spending activity (including direct,
indirect, and induced impacts) is spread out regionally in Alaska.

Total Spending Impact of the Cruise Industry by Region, 2003
(Including Direct, Indirect, and Induced Impacts)

Total Impacts:
Souther $878 million
S535

Southcentral (28%)
S247 million

Interior/North (11%)
$96 million

Trui £cwohme lwpucliatiriw o uon Intluuty in Azas* i rrcoortd'i Gioap lor - >4



Introduction

Scope of Work

Over the Inst decade, the cruise ship industry has clearly become a major economic
force in lhe state of Alaska. Like lhe visitor industry as awhole, it is a difficult sector
to analyze. The cruise industry exists within a wide variety of economic sectors:
services, amusement/recreation, hotel/lodging, and transportation, among others.
To better understand how the industry affects the Alaska economy, the North West
CiuiseShip Association (NWCA) contracted with McDowell Group, an Alaska
research and consulting firm, to prepare a study of the impacts of the Alaska cruise
industry on the slate during 2003.

The 2003 Alaska large cruise ship market was almost entirely comprised of eight
cruise lines, all members of NWCA: Carnival Cruise Lines, Celebrity Cruises, Crystal
Cruises, Holland America, Norwegian Cruise Line, Princess Cruises, Royal
Caribbean International, and Radisson Seven Seas Cruises.3 Passengers from these
lines represented over 98 percent of the 2003 Alaska cruise market. This study
examines the impacts of these lines only, not small cruise ship lines, or olher non-
NWCA member lines.

The study includes:
* Alaska Cruise Industry Profile
* Cruise Industry-Related Spending in Alaska
Cruise line spending
Cruise passenger spending

Cruise industry-related employment and payroll

Cruise Industry Role in the Alaska and Regional Economies

» Cruise industry Impacts on State and Local Government Revenues

Methodology

Cruiso Line Purchases of Goods and Services

Ihe study team received 2003 purchasing data, by vendor and by location, from
seven of the eight NWCA member lines operating in Alaska in 2003. (These seven
lines represented 98 percent of all passengers in 2003.) The data included all
purchases by cruise lines in support of their operations, as well as subsidiary
operations, over the course ol the year Capital expenditures are also included in the
data

For this report, the sludv team only analyzed expenditure data for purchases made
with Alaska businesses The data was reviewed and categorized into sectors (such as
construction, transportation, and government) in order to facilitate the analysis ot
indirect economic impacts Purchasing data was also categorized by community and

region

Jm miire Cruise line' V .ilm uriil ruise Line and World I: spinier I'ruisrs, .nr members et NW t \ bill did not send Jiiy
ships lit Alastj in 2U0J
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The purchasing list was further sorted to avoid duplication. Payments to lour
operators were eliminated where those expenditures were included in passenger

spending data.

The cruise lines also provided information on their charitable donations (both in-
kind and cash) and payments made to local membership organizations.

Cruise Passenger and Crew Spending

Cruise passenger spending estimates were derived primarily from McDowell
Group's biennial, proprietary visitor research program, the Alaska Travelers Survey. In
a 2003 exit survey of cruise passengers, respondents were asked to estimate how
much their party spent on their entire Alaska trip, not including their cruise or
cruisetour package or airfare. Passengers were also asked to estimate their
expenditures in several specific communities where the surveys were conducted.

It is important to note thal the Alaska Travelers Survey expenditure data does not
include any trip components paid for in the cruise or cruisetour package - for
example, hotel stays, meals, bus transfers, and train transportation. These purchases
are accounted for in the spending by cruise lines. The passenger expenditure data
docs include spending on shore excursions, even if the excursions were purchased

through the cruise line before the cruise.

For a more detailed explanation of cruise passenger spending estimates, please refer
lo page 16.

To estimate 2003 crew member spending, the study team drew up on data from a
1995 McDowell Group study estimating creW spending for Juneau and Sitka,
McDowell Group's 1999 Southeast cruise industry impacts study, and interviews
with local retailers and crew members.

Cruise Industry Employment and Payroll

Detailed employment and payroll data for 2003 was obtained directly from the
cruise lines. McDowell Group also received monthly employment data for all cruise
industry-owned operations in Alaska (including land tour and hotel operations)
from the Alaska Department of Labor and Workforce Development.

The sliuly team used IMFLAN econometric models for Alaska to estimate indirect
(and induced) impacts from cruise industry activity at the regional and statewide
level. To verify the relevancy of the IMI'LAN model, the study team used known
direct expenditures provided by the cruise industry to evaluate the relationships
between cruise-related activities and olher businesses in Alaska The direct, indirect,
and induced impacts on output, employment, and payroll were aggregated to obtain

total impact.
Impacts on State and Local Governments

At tin* stale budget level, both revenues and expenses related to the cruise industry
were analyzed for the report. The budgets ol each individual state department were
assessed for links to Ihe cruise industry. Department, division, and section directors
were interviewed to determine specific expenses and revenues from cruise
passenger activity This information was supplemented by McDowell Group visitor
data - for example, cruise passenger sporifi'-hing participation data was used to
determine fishing license revenue, and cruisetour traffic data was used In determine
airport usage by cruise passengers. Cruise line vendor data provided further

information on revenues tu the state budget

ThoEconomic Impacts ol ho Cruiso Industryin Alaska McDowell Group. InC - pay* 6



This level of effort was not possible at the local level, considering the large number
of communities across the state affected by the cruise industry. However, findings
from the McDowell Group's 1997 study Cruise Industry Impacts on Local Governments
in Southeast Alaska provide valuable insight into how the cruise industry affects

municipal budgets in port communities.

Using current data, the study team also estimated 2003 municipal revenues,
including sales tax revenues, docking and moorage fees, bed tax revenues, and
property tax revenues. The data is presented at the regional level where possible.

Note on Previous Cruise Industry Economic Impact Analysis

The cruise industry impact numbers presented in this study differ from another
recent analysis of cruise industry impacts. In The Contribution of the North American
Cruise Industry to the U.S. Economy in 2003, a report prepared for the International
Council of Cruise Lines (ICCL), cruise industry activity in Alaska in 2003 included
$694 million in direct spending and 13,650 in total employment. Methodological
differences account for relatively minor variations between numbers presented in

the ICCL report and this study.

Tiin Economic Impacts vl the Cruise Industryin Ahiskn MeDox»ull Group, Uc «Pago 7



Alaska Cruise Industry Profile

Overview of the Cruise Industry in Alaska

Alaska’s Role in the Global Cruise Industry

Alaska captured 6.7 percent of the worldwide cruise market in 20U3.4 1t is the third
most popular cruise destination in the world, after the Caribbean/Bahamas at 51.5
percent and the Mediterranean at 15.0 percent. Alaska's share lias declined just
slightly from 2002 when it captured 7.0 percent of the market, following market
shares of 5.5 percent in 2000 and 6.6 percent in 2001.

The worldwide cruise industry has expanded at an average rate of 8 percent for
more than two decades, and continued growth is forecasted._Accordln? to the Cruise
Industry News Annual, "Only 15 percent of the North American population has ever
taken a cruise... Moreover, crmsm]ghw said to account for only 3 percent of the North
American leisure travel market. That leaves a huge potential of cruise passengers
among all those who take vacations."5

Cruise Lines Operating in Alaska
The 2003 Alaska large cruise ship market was almost entirely comprised of eight
cruise lines, all members of the North West CruiseShip Association (NWCA):5

+ Carnival Cruise Lines

+  Celebrity Cruises

«  Crystal Cruises

* Holland America

Norwegian Cruise Line

* Princess Cruises

« Royal Caribbean International

* Rndisson Seven Seas Cruises

Toge_the_r,_these eight cruise lines sent a total of 26 ships to Alaska in 2003, on nearly
450 individual trips. Several of these cruise lines are affiliated with one another
Holland America is a subsidiary of Carnival Corgoration; Princess was recently
acquired by Carnival Corporation; and Royal Caribbean International and Celebrity
Cruises are owned by one parent company. Royal Caribbean Cruises Ltd.

Ave_rage large ship capacity tor the 2003 season was 1,700 passengers, with
individual snip capacities ranging from 700 to 2,600. Average ship capacity has
grov&/ntsteadﬂy over the last decade as new, larger ships have been introduced to the
marke

*Oiuie InJmtry «Vjirs Ainnul Joel, published In Cnme Indu'try Ntnv>. 2(H)1
' Crime Industry Afrits Annual 200.1
*1tvo moie iruiM’line', Se.ibouro . nine | ine .mil World | «ploiei Cruise’, me member* ol NW iA but did nol 'end mi\

dopv lo Aljsk.i in 2U0.1
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Cruise Passenger Volume

Cruise passenger volume to Alaska has %rown dramatically over the last decade,
increasing by 120 percent since 1994. In 2003, 780,000 people cruised to and/or from
Alaska, an 8 percent increase over the previous year. The vast majority (98 percent)
traveled on large cruise ships, which have a capacity of 250 passengers or more.

Industry projections indicate continued growth for the Alaska cruise market. A
recent study conducted for the City of Ketchikan predicted that cruise passenger
demand would reach 1.3 million passengers by 2015.7 This estimate reflects an

average annual growth rate of 5 percent.

Chart 1
Alaska Cruise Passenger Volume, 1994-2003
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Sourco Cruise Lino Agencies

Alaska's forimary cruise ship ports .ire Juneau, Ketchikan and Skagway. Over 80
percent ol the total market visits these three ports, and their market share changes
little from year to year. Other ports experience more fluctuation in traffic and market
share, as cruise lines experiment with different itineraries, and as new ports come
onto the market (such as Icy Strait Point near Iloonah) Table |, below, shows the
2003 passenger volume and market share by Alaska port; lable 2 shows the trend in
cruise passenger volumes by Alaska ports for the past decade

*Poti aiut iiiK '« Tecihtv Pfirhymitil Ifofi. 1'luu | /WCIrem iinj Sfa* fVjvo. KITI <on‘ulling, Lily el

Krlchikdit. W '
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Table 1
Cruise Passenger Volume and Market Share by Port, 2003

Markot Share of

Port of Call Volume (ft of passengers) Total Volume (%)
Total Volume 780,000

Juneau 777,000 99.5%
Ketchikan 770,700 98.7
Skagway 628,000 804
Seward 293,200 375

Sitka 256,000 32.9
Wrangoll 39,100 5.0
Haines* 28,500 3.6
Valdez 17,000 22

Nolo: Those figures Include both largo and small cruiso ship passengers.
* Does nol Include Skagway passengers who visit Haines on shore excursions
Source: Cruise Lino Agoncios

Table 2
Cruise Passenger Volumo by Alaska Ports, 1994 - 2003

Locaton 1994 1995 1996 1997 1998 - 1999 JQZS 2001 2002 2003

Juneau 360.000 407.000 464.000 525.000 569.000 596.000 640.000 690.000 740.000 777.000
Ketchikan 379.600 380.000 426.200 480,700 531.100 565,000 572,500 665.200 701.000 770.700
Skagway 202.900 252.800 268.400 435,600 486,600 515.000 563.700 610.100 619.600 628.000
Seward 158,000 137.000 230.000 208.900 280,500 280.200 274,700 337,200 316,600 293.200
Sltkrl 200.000 221.000 252,300 183.600 163.400 168.000 156,000 206.300 249.500 256.800
Wrangell n/a n/a 24.400 8.300 11,200 12,000 6.700 4,800 6,000 39.100
Haines 43,200 G4.700 85.200 132.300 104.500 159.700  187.400 40.200 82.000 28,500

Note: These figures include both largo and small cruise ship passengers.
Source: Cruise Line Agencies

Glacier Bay is llu* most popular peopr.iphic.il point of interest, followed by the
Hubbard Glacier, Collepe Fjord, Misty Fjords, and Prince William Sound. Ports not
specified in the above table include many communities that are visited only by small
snips, such as Filin Cove, Petershurg, Metlakatla, Dutch I(arbor. 1fomer, and Nome

Cruise Industry Investments in Alaska

The cruise industry has a substantial amount of investment in properly and facilities
throughout Alaska. These include hotels/lodges, rail cars, molorcoaches, offices, and
maintenance shops. Most assets are owned by the three cruise tines with cruisetour
operations: Princess (Princess Tours Koval Highway Toursg, Holland America
EHoIIand America line Westours/Gray line), and Koval Caribbean/Celebrity
Koval Celeb_rltY Tours) Cumulatively, these three lines have spent nearly $5h0
million in capital projects in Alaska since they began operations

Hotels represent the cruise industry's most substantial assets in the slate [wo cruise
lines own and/or operate hotels in Alaska Princess and Holland America lhe
following table Ib-Is the properties and their capacity, by cruise line

The Economic impncti ol Iho Cruuo Inautlty in Alaika |.IcDoavll Group me - Pngv 10



Some cruise line holdin%s serve olher markets hesides cruise passen?_ers, such as the
Westmark Anchorage hotel. Others, like Princess' hotels in Denali, serve almost

exclusively cruise passengers.

Table 3
Cruise Line-Owned (or Operated) Hotels in Alaska
t Location Capacity
Princess
Fairbanks Princess Fairbanks 325 rooms
Denali Princess Denali 436 rooms
McKinley Princess Talkeetna 334 rooms
Kenai Princess Cooper Landing 86 rooms
Copper River Princess Copper Center 85 rooms
Holland America
Westmark Anchorage Anchorage 198 rooms
. 136 rooms
Westmark Fairbanks Hotel Fairbanks (400 as of 5/04)
Westmark Tok Tok 92 rooms
Westmark Denali Sourdough Cabins Denali 45 cabins
Westmark Inn Skagway Skagway 151 rooms
Juneau 196 rooms

Westmark Baranof Juneau
Note: This table does nol inludo properties managed but not ownod by cruise line subsidiaries, such as
the Westmark Shoo Atika Hotel and the Westmark Totem Square Inn, both in Sitka,

Examining the number of hotel rooms by region, of the 2,084 total room capacity
available in 2003, 1,119 rooms are located in the Interior/North, 618 rooms in
Southcentral, and 347 rooms in Southeast. The map below shows where cruise line-

associated hotel properties are located in Alaska.

i . > - .
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Alaska Cruise Itineraries and Tour Packages

Cruis* routes and itineraries vary among and within cruise lines, although there are
general similarities. Cruises tend to supplement port calls with visits to geographical
poi Us of interest such as Tracy Arm and Glacier Bay. Round-trip itineraries usually
use Vancouver or Seattle as the embarkation/disembarkation ﬁort. "Cross-gulf"
iteincraries use these same ports as a base, but also sail across the Gulf of Alaska,
traveling between Vancouver/Seattle and Seward. (In 2004, Whittier will become an
additional Southcentral port ) Passengers on cross-gulf itineraries cruise one-way
and fly one-way. h. 2003, round-trip cruises accounted for approximately 60 percent
of all traffic, cross-gulf 40 percent. Alaska cruises generally last seven days, although
some variations exist in cruise length

Passengers on cross-gulf itineraries can choose from an array of land tour itineraries
that last anywhere from three to_ten_dars. Cruisetours spread out passengers, who
embark and disembark their ships in farge volumes, to different properties and
locations - airplanes, hotels, buses, and railcars clearly have much lower capacities
than cruise ships. As a result, there are many variations in tour length,
accommodations, and transportation used to get from place to place.

Land tours usually consist of a rail segment and overnights in Fairbanks, Denali, and
Anchorage. Olher cruisetour destinations include Girdwood, the Kenai Peninsula,
Talkeetna, Glennullen, and the Yukon. Cruise passengers can also choose optional
add-on trips to such destinations as Nome, Prudhoe Bay and the Arctic Circle. In
2003. about 15 percent of all cruise passengers participated in aland tour.

Tour participation in Alaska is extremely high compared to other cruise destinations.
Between 80 and 90 percent of all passengers purchase at least one tour through their
cruise line. Recent years have seen an increase in the demand for more active,
adventure-oriented tour options. In response, tour operators have created a wide
array of adventure tours, including hiking on a glacier, dog sledding, scuba diving,
kayaking, canoeing, river ratting* and driving aJeep on mountain roads.

The table below shows the percentage of cruise visitors that participated in each tyﬁe
of tour during their Alaska vacation in 2003. The most popular tour in Alaska is the
White Pass and Yukon Route train in Skagwa?. City tours are also very popular,
followed by glacier tours, day cruises, and wildlite viewing tours.

(-ce tiiblc next payd
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Tablo 4

Cruise Passenger Tour Participation
Alaska Travelers Surveyc, Cruiso Passcngc.s, Summer 2003

Il Total
While Pass/Yukon Route train 47%
City tours 39
Glacier tours 29
Day cruises 27
W ildlife viewing tours 25
Native culture tou s/activitics 16
Museums/historical sites 14
Helicopter flightseeing 10
Tramway/gondola 10
Lumberjack show 10
Gold panning/gold mine tours 10
Small plane flightseeing 9
Salmon bake 9
Hiking/nature walk 8
City walking tours 6
Charte' fishing 6
Rafting 4
Dog sledding 3
Kayaking 3
Conoemg 3
Bear viewing 3
Horseback ndmg 2
Bike tours 2

9

Other tours/excursions

Cruise Passenger Profile

fsil <

iIn- following section inijudcs data from tin* McDowell Group's ongoing, propriety
research program Alaska Tiaveleis Survey* In addition to 2,000 surveys of
mdeﬁ_endent \isttor*. over 1.500 iruise visitors were surveyed .it cruise ship docks in
Ketchikan and (tineaii and at the Fairbanks and Anchorage airports in the summer of
2003 Lhe cruise sample included passengers on laige cruise ships only

Domographic Characteristics

Alaska cruise passengers are predominantly Irom the United States tM Acr—iti [bw*
Western US is ihe largest market representing one-third of all passenger ¢ followed
by the South. Mid-west, and the Fast tanadians represent about one in ten

pawngvrs

Cruise passengers lend to travel in 2-peison patlie< showing an average party si/e
of 2ti They report an average age of 5>years old The average age among cruise
ﬁassengers continues lo trend downward gradually Over half of cruise passengers
ave a college degree Of passengers who reported their household income. M

jH-nent earned over S75.0U0 annually

croup, INC ~Pagn 13



Table 5
Demographics
Alaska Travelers Surveyc, Cruise Passengers, Summer 2003

j Total
Average age 55.8 years
Average party size 2.6 people
Household income >S75.000 60%
Origin

Western U.S. 34%
Southern U.S. 26
Midwestern U.S. 14
Eastern U.S. 12
Canada 9
Other International
Gender

Male 43%
Female 57%

Educational Attainment
High school graduate 78%
College graduate 54%

v Ctonow?*: irt'patlt ol tro QU bvtuUry warm*a KKDo+m Group. xC *fago 14



Cruise Industry-Related Spending in Alaska

Money sgent by cruise lines, its subsidiaries, and passengers affect the Alaska
economy both directly and indirectly. Direct impacts include:

« Expenditures for goods and services
« Payroll (shore-side employees only)
m Government revenue

« Cruise passenger spending

m Crew memberspending

Indirect and induced spending is sometimes referred to as a "multiplier effect.”
Cruise industry emploP/ees and passengers spend money with Alaska businesses;
those businesses employ others and purchase goods and services; this in turn
generates additional jobs and expenditures.

Cruise Line Purchases of Goods and Services

Cruise Lino Purchases by Sector

Cruise lines and their subsidiaries spent agfroxir_nately $149 million on goods and
services from Alaska businesses during 2003. This amount includes apFrommateI?/
$35 million in spending on capital projects; it does not include cruise line payroll,
Spending data is derived from purchasing information provided by NWCA member
lines. The data was sorted lo eliminate spending outside of Alaska, as well as
payments to tour vendors accounted for under passenger spending.

Total Alaska expenditures are categorized by the industry sector in the table below.
The top five sectors affected by cruise line direct purchase, of goods and services
were:  hotels and accommodations (812 million); construction (829 million);
transportation, including air, rail, ground and water ($21 million); government fees
and taxes ($19 million); and wholesale and retail trade ($12 million). NWCA member
lines purchased goods and services from more than 1,770 Alaska businesses,
organizations or government entities in 2003

Table 6
Cruise Lino Direct Purchases of Goods and Services by Sector, 2003

Total Expenditures

Sector (s million) Percent of Total
Accommodations $.19 28.1%
Construction 28 0 19 3
Tfiinsportalicin* 239 160
Local, state, and federal government 18 5 174
Trade (retail arid wholosnli 12 3 83
Professional and business uorvtcos 120 81
All other soctoro*' 11 7 78
Total $149.1 100%

* Eut-rxMuu-. with iV.r.Vji Railroad .iff included undo? tranvpodalon. not stale government

“ Ott'of »oclor% include utiMiov hooitn vnr.xes. financial nclivdm* and manufacturing
Source NWCA nMimt.XM ime»
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Cruise Line Purchases by Region

The S149 million spent on goods and services by cruise lines almost entirely occurs
in three regions: Southcentral, Southeast, and Interior/North (see map below).
When categorizin? sEending by region, just over half (51 percent; $76 million) occurs
in Southcentral Alaska, a quarter %26 percent; $39 million) in Southeast Alaska, and
another quarter (23 percent; $34 million) in Interior/North Alaska.

These figures reflect, in part, expenditures related to cruise line subsidiary
operations such as lodges, railcars, and other land tour components, which are based
primarily in Southcentral. In addition, purchasing data reflects the location of the
comgany's headquarters - not necessarily where the service was provided. Of the
1,770 Alaska businesses, organizations or government entities from which ﬁurchases
were made, 820 were based in Southcentral Alaska, 4S0 in Interior/North Alaska,
and 470 in Southeast Alaska.

Tablo 7
Cruise Industry Direct Purchases of Goods and Services by Region, 2003
1Region Total Expenditures (| million) Percent of Total
Southcentral $76 0 51%
Southeast 393 26
Interior/North 338 23
Total S149.1 100%

Source NWCA ttiivntM!r in n
Contributions to Non-Profit Organizations

Hie cruise industry had an an htionul impact on the Alaska economy in its charitable
contributions to non-pro' * mgamzations Based on data provided by NWC A
mernlHT lines, in 2003. the crui..c industry made m 1 mil and cash contributions lo
more than 256 non-profit organizations in Alaska, totaling $522,IKK)

Thaccoocvtk rmpocfj of trio Cntao Irnfuxtr/ in AJinko " <n mnunyin i >



Table 8

Cruise Industry Contributions to Non-Profit Organizations in Alaska, 2003

Total Contributions

Cash $349,000
In-Kind $173,000
Total $522,000

Source: NWCA member lines

These non-profit or%anizations ranged from church groups to social service
organizations to scholarship programs. Support for community services and civic
organizations (food banks, fire departments, senior centers, etc.) and educational
programs (scholarship programs, school districts, etc.) are the two types of
organizations thal receive the highest support from the cruise industr

Tahle 9
Cruise Lino Contributions to Non-Profit Organizations in Alaska
by Type of Organization, 2003

| Type of Organization CeSfr In-Kind Total
Commi;. ) and civic $122,000 S86.000 $208,000
Education $90,000 $26,000 $116,000
Arts and humanities $56,000 $11,000 $67,000
Youth activities $32,000 $13,000 $45,000
Health/social service.. $14,000 $29,000 $43,000
Alaska Native $18,000 $6,000 $24,000
Other $17,000 $2,000 $19,000
Total $349,000 $173,000 $522,000

Source: NWCA member linos

Contributions were made throughout the state. Southeast Alaska received the most
contributions ($253,000), followed bv Southcentral ($164,000) and Interior/North

($105,000),

Cruise Passenger Spending

Cruise or cruisetour packages usually include hotel accommodations, meals,
transportation, and some tours in addition to the cruise itself. Cruise passenglers 150
spend money on items not included in their package: shore excursions, meals, gifts,
and transportation, for example. Cruise passengers who choose to travel on their
Odetin Alaska before or after their cruise spend additional money on lodging, meals,
and tours

Total Cruiso Passenger Spending

The average out-of-potket spending per passenger in 2UU3 was $3|I. tor a total
spending figure ol $3*1 million (NWCA passengers onlyt

Ih>Econom/c Impacts ol Iho Cruiso Industry w Alaska Mc.Lkiaali Ghn/p Inc « Pago 17



Table 10
Statewide Cruise Passenger Spending, 2003

Average Per Person . ]
i Total Spendin

Out-of-Pocket Spending Passenger Volume pending
$511 768.500 | $393 million

*NWCA member lines only

This per-passenger spending figure is derived from McDowell Group's biennial,
Bropnet_ary visitor research program, the Alaska Travelers Survey, which includes
oth cruise and non-cruise visitors in its sample. In the summer of 2003, 1,149 cruise
passengers were interviewed before they exited the state at three locations: the docks
In Ketchikan, the Anchorage airport, and the Fairbanks airport. Results were
weighted according to cruise line and cruise type (round trip, cross-gulf, and
cruisetour) to ensure statistical representation of the entire large cruise ship market.

Respondents were asked to estimate how much their party spent on their entire
Alaska trip, not including their cruise or crmsetour_packa%e or airfare. To arrive at a
per person spen_dlng[ figure, the average per party fi ure_g_l,18_2) was divided bﬁ/ the
average party size The total expenditure figure ($393 mil |on\)v|s a result of applying
the §511 avera8e p[er person figure to the total number of NWCA cruise passengers
in 2003 (768,500). The majorlty_ of cruise passenger spending is on tours, followed by
retail. Cruise passengers traveling independently also spend money on lodging.

It is important to note that the Alaska Travelers Survey expenditure data does not
include any trip components paid for in the cruise or cruisetour package - for
example, hotel stays, meals, bus transfers, and train transportation. These purchases
are accounted for In the spending by cruise lines, discussed in the preceding section.
The passenger expenditure data doés include spending on shore excursions, even if
the excursions were purchased through the cruise line.

Cruise Passenger Spending by Region

Cruise passengers make nearly all of their out-of-pocket purchases (§334 million out
of $393 million) in Southeast Alaska, where they spend the most time. Southcentral
destinations (including Anchorage, the Mat-Su Valley, the Kenai Peninsula, and
Prince William Sound) generate approximately a tenth as much spending. The
Interior/North region, where spending is largely concentrated in two locations
(Fairbanks and Denali), generated approximately $12 million in passenger spending

In 2003

Not only do cruise passengers spend the most time in Southeast, it is also where they
have the most opportunity to make independent purchases Passengers on
cruisetours to the Interior/North have most of their land tour included in their
package, including transportation, day tours, and accommodations

Table 11
Cruiso Pnssonger Spending by Region, 2003
I Roglon Total Spending Porcont of Total
Southeast $334 million 85%
Southcentral $34 million 9
Interior/North $12 million 3
Unnltnbutod* $13 million 3
Total $393 million 100%
-UiiAtmiAjtod (341 Pml car/rol b rtrvouvV «tireu'r-1In a i»9c*i
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Regional spending figures are derived from Alaska Travelers Survey data, cruise line
data, and dpast spending data acquired by the McDowell Group. The study team
determined an estimated per-passenger sPendlng amount for each port of call as
well as each community visited on cruiselours. Communities frequently visited by
cruise passengers traveling on their own were also considered.

The 2003 Alaska Travelers Survey program included acquiring passenger spending in
certain communities. Other communities' spending levels were determined using
Fast McDowell Group spending estimates as well as information provided by cruise
ines on tour sales.”

Cruise line spending estimates were applied to passenger volume estimates for each
community. For port communities, Cruise Line Agency passenger volume data was
used.9 For other communities, the study team estimated visitation using Alaska
Travelers Survey data. During the survey, cruise passengers were asked where they
had overnighted, and for how 1>ng. Applied to the total volume of NWCA cruise
passengers, this data provides the volume of passengers for each community, as well
as their length of stay. Visitation volume data was verified by checking known
volumes of passengers on various cruisetour patterns.

Cruise Passenger Spending on Air Travel

While four out of ten cruise passengers either enter or exit Alaska by air, neither the
cruise line purchasing data nor the cruise passenger spending data includes
passenger travel to and from Alaska.

Some of this spending on air travel to and from Alaska impacts the state's economy,
in the form of landing fees, fuel purchases, airline emﬁ_loyee wages, and other
purchases in support of airline operations. To estimate this economic impact, one
naif the cost of an avera?e one-way Seattle-Anchorage ticket was assumed to stay in
the state. This methodology is inexact: some Passengers fly to and from Fairbanks
rather than Anchorage, and many passengers fly to or from points other than Seattle.
In the ahsence of more specific data, this provides a reasonable and conservative
estimate of impacts from cruise passenger airfare in and out of the state.

Using arrival and departure data generated by McDowell Group, an estimate of air
ticket costs, and the portion of these costs that have an econom ¢ impact in Alaska,
total 2003 air travel s_rxendmg by cruise passengers Inat affects the Alaska economy is
estimated at 53 million 1 Over SO percent of this figure is associated with the
Anchorage airport ($2* million) with the remaining $5 million associated with the
Fairbanks airport. Southea: t airports receive a nominal amount of traffic associated
with large cruise ships. This distribution reflects cruise passenger traffic through
Alaska airports.

Crew Member Spending

Approximately 20,000 crew members visited Alaska in 2003 aboard NWCA ships.
Iheir spending in Alaska ports is difficult tu quantify, as there lias never been a
survey of crew members on tlieir spending habits m the state

! HH] lVifVil, p( thf Ctuitf InJuttryiq S'tilta' W AUtla, — I»IMI|. Pm | 'idc Ui hrliiiiif hitluilnn in
Anthortft Jt2°2U0iand Thrf / m pa, ‘» tin crurw/'idmfrv nfaotxtrC.f Vi

* Fi'f On- j'uflh*m*s«i| litit-muniiw loU Irgirnifiluirx (Mivnpfriflumes wriv ad|U'tc»l Item Ct.A data te r»lletl llto l.id

thd net all disorntsuk m em y ivninuinitv
Alipn>»imaM> .'23,(00 pM xn”~un crimed enrivji l«e»r Irvin Alaska in 2n»J AnflVcragrvnr «.iy Seattle Anchorage

tair ixaround 52j*> A" timing SOjfiirnt ixatinl’iitaMc In Alaska. 51U0 js-i passrrgcr Mass in the slale. (or an overall
unpiut el 532 Million
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In 1995, lhe McDowell Group estimated Juneau and Sitka crew spending using
surveys of local merchants. To estimate 2003 spending, the study team drew upon
the 1995 data, the 1999 cruise impacts study, and interviews with local retailers,
former crew members, and the owner of a crew service operation. These sources led
to a conservative estimate of per crew member, per port estimate of spending for the
entire season. Spending ranged significantly from port to port, from $25 to 3300 Eer
crew member, per season. Per-port spending reflects the number of crew member
visits in each port, the level of retail development, and typical length of in-port time.

According to interviews, crew members' largest portside expense is food and
bevera?e. They also spend a Iar?e amount of money on communications: phone
cards, Internet use, and postage. In addition, crew members are frequent visitors to
retail centers such as Fred Meyer's and Costco in Juneau. The table below provides
community estimates of crew spending.

Table 12
Crew Member Spending, 2003

Total Spending

Juneau $5.7 million
Skagway $3.5 million
Ketchikan $2.9 million
Sitka $572,000
Seward S236.000
Wrangell 554,000
Haines $43,000
Total $13 million

Economic activity associated with crew members also comes in the form of fI%/ing
crew members in and out of the state and housing them when necessary. These
expenditures are included under cruise line spending on goods and services.
According to cruise line estimates, over 3,000 one-way trips were made by crew
members in or out of the state in 2003

Total Direct Spending by Region

The following chart combines cruise line, passenger and crew member spending
totals by region Southeast benelits from over half (b2 percent) of all direct spending.
Southcentral receives one-guarter of all spending (25 percent), and the Interior
receives 11 percent. These distributions change significantly for payroll spending,
discussed in the following section.
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Chart 2
Total Direct Spending by Cruise Lines, Passengers, and Crew Members
By Region, 2003

Total Direct Spending:
Southeast (62%) $633 million

S395 million

Southcentral (25%)
5156 million

Interior/North (11%)

Unattributed (2%) S69 million

S13 million

Cruise Industry-Related Employment and Payroll

Direct Impacts

Cruiso_ line_employment includes a wide variety of occupations: managers,
administration and clerical workers, luggage handlers, drivers, mechanics,
restaurant servers, cleaners, and tour guid - amon% others. Using seasonal and
year-round emp]ogment estimates from NWCA member lines, approximately [t>30
annual average jobs were created directly by cruise lines in Alaska in 2003." These
lines reported that thev spent $-16 million on Alaska payroll during 2003,

Cruise line direct employment can be divided into hotel employment and tour
employment. Tour employment includes all land-hased tour employees, such as rail
car workers and molorcoach tour guides. Ilotel employment refers to employment at
hotels owned by cruise lines or their subsidiaries - whether or not the hotel caters to
cmise Passeng,ers. Of the 1,630 annual average jobs created in 2003, 850 were related
to hotel operations, while the remaining 780 jobs were in tour operations.

I-mployment in the cruise industry is largely seasonal, fluctuating dramatically
between summer and winter During its seasonal summer peak, cruise lines directlv
employed aggrommate!y 3,130 workers (July 2003) tit Alaska This number dropped
toalow of 600 workers in December.

" | .thin U.itt prev ulfij In Ilie Al.ol.i I'Vp.itliiu-ni ol I.iKu Jiul Welllnm* IVvelopini-Mt
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' Chart 3
Cruise Industry Monthly Employment, 2003

3500 -t'

Source Alaska Department ot Labor and Workforce Development

The following table shows how the direct employment and payroll impacts of the
cruise industry break down by region. Interior/North Alaska accounts for 65 percent
of all direct cruise industry employment. About a quarter of direct cruise industry
employment is found in Southcentral Alaska (23 percent) and one-eighth in

Southeast Alaska (12 percent).

Tablo 13
Cruiso Lit e Direct Employmentlin Alaska, By Region, 2003
Tour Hotol Total , Porcont of

Employment Employment Employment Total
Interior/North 68 585 653 40%
Southcentral 436 199 634 39
Southeast T96 147 343 21
Total 700 930 1,630 100%

].Annual average employment
Source Total employment reflects Alaska Department ot labor and Workforce Development annual

average figures for 2003 Regional employment is based on NWCA cruiso Ime employment data

Regionally, payroll is distributed evenlv between Southcentral Alaska ($19 million)
and Interior/North employees ($1*>million) with the remaining $9 million paid in
Southeast Alaska

Thoeconomic Impacts at tho Cruiso Industry in Alaska MrUowotl Croup. Inc - Pago &



Chart 4
Cruise Line Direct Payroll in Alaska, by Region, 2003

Southeast (19%)

$8.6 million Total Direct Payroll:

$45,8 million

Southcentral (41°/«
$13.6 million

Interior/North (40%)
$18.5 million

Source: NWCA member lines' payroll data

Total Cruise Industry Impacts (Direct, Indirect and Induced)

Cruise line spending on goods, services and payroll, in addition to ou.t-of-ﬁocket
expenditures by passengers and crew, create additional jobs and spending that are
not considered "direct” impacts, but rather "indirect" and "induced" impacts. For
example, a cruise passenger buying a meal creates employment and payroll at the
restaurant These are indirect impacts. In turn, the employees at the restaurant create
jobs and sF]endmg with their own purchases from other businesses, called induced
iImpacts The repeated rounds of spending produce a multiplier effect that increases
the economic impact by a substantial amount Commonly, indirect and induced
impacts are grouped together under the label of indirect impacts.

To estimate the indirect economic impacts of cruise industry-related activity in
Alaska, Ihe study team used IMI'LAN, predictive input-output model of local and
state economies. IMI'LAN is widely used lo measure the economic impact of
industries and industrial/commercial development.

Not all cruise passenger spending was entered into the IMI'LAN' model. Most shore
excursions that passengers participate in are purchased through their cruise lines,
which charge a commission. These commissions do not necessarily enter into the
Alaskan economy and were therefore subtracted from passenger spending for the
purposes of IMI'LAN modeling

In summary, IMI'LAN" analysis indicates that _emplogyment di_rectIP/ or indirectly
related to cruise line spending totaled -1,830 |obs in 2003, recounting for .53 million
m payroll. Passen?_er and crew sp_endm% directly or indirectly created a total ol 7,600
jobs and $231 million in payroll in 2003 In total, the cruise industry accounted for
12,430 jobs throughout Alaska and $381 million in labor income. Cruise industry-
related outputéa measure ol all direct and indirect spending related to the cruise
irulustrv) totaled $878 million

Thu Economic Impact* ol tho Cruiso Industry in Ala .bn McOowull Cmup. Inc - Pago 23



Table 14
Total Statewide Economic Impacts of the Cruise Industry
(Including Direct, Indirect, and Induced Impacts)

\ #obs Payroll Total Spending Impact
($ millions) ($ millions)
Cruise line employment and spending 4,1.0 S152.7 S281.2
Passenger and crew spending 7,600 231.4 596.4
Total 12,430 S384.1 $877.6

Total Impacts by Region

The Southeast region experiences the highest degree of economic impact from the
cruise industry, with 7,300 jobs and S212 million in payroll, from $535 million in
economic output, Southcentral receives nearly 3,000 jobs and $119 million in payroll,
while the Interior/North receives 2,260 jobs and $53 million in payroll.

Table 15

Regional Economic Impacts of the Cruise Industry
(Including Diroct, Indirect, and Induced Impacts)

Jobs Payroll Total Spending Impact
($ millions) ($ millions)

Southeast
Cruise line employment and spending HOO S28.4 $67.5
Passenger and crew spending 6..JO 183.G 467.3
Total 7,300 212.0 534.8

| Southcentral
Cruiso lino employment and spending 1,970 $81.5 $146.4
Passenger and crew spending 900 37.3 100.6
Total 2.870 118 8 247.0

| Interior/North
Cruiso line employment and spending 1,960 $42.6 $67.3
Passenger and crew spending 300 106 28.5
Total 2,260 53.2 95 8

While a detailed assessment of the cruise industry's local-level economic impacts is
beyond the scope of this study, some data is available on the larger communities of

Anchorage and Fairbanks.

Approximately 292,000 passengers visited Anchorage in the 2003 season. Direct
spending in Anchorage by cruise lines totaled $72 million, not including cruise line-
related payroll, which totaled $17 million. Cruise lines made purchase*, from 588
Anchorage businesses. Cmise passengers spent an estimated $19 million in
Anchorage in 2003 |his is a conservative estimate which includes only out-of-
pocket purchases and does not include pre-paid expenditures, such as hotels and

some local tours.

Fairbanks was visited by about 13*1,01)0 passengers in 2003. Direct Cruise line
spending in Fairbanks totaled $15 million. Ctuise line-related payroll totaled $12
million. In total, cruise lines made purchases from 349 Fairbanks businesses in 2003.
Cruise passengers spent an estimated $8 million in Fairbanks. This is also a
conservative estimate, and it does not include pre-paid expenditures
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Role of the Cruise Industry in the Statewide and Regional Economies

Having estimated cruise industry spending, employment, and payroll, it is
important to look at these figures in the context of the regional and statewide
economies. Out of all jobs in the stale of Alaska, the cruise industry accounts for
approximately 3.0 percent - including direct and indirect employment. The industry

accounts for 2.3 percent of all payroll in the state.

The cruise industry plars the greatest role in Southeast Alaska, where it accounts for
14.2 percent of all employment in the region, and 12.0 percent of total wages. In the
Interior/North the figures drop to 3.8 percent of all employment and 2.3 percent of
all wages. In Southcentral, the cruise industry accounts for 1.2 percent of all

employment and 1.1 percent of all wages.

Table 16

Cruise Industry and Regional/Statewide Employment and Payroll Impactsl
(Including Direct, Indirect, and Induced Impacts)

Total for Cruiso Industry  Cruiso Industry as
Region Total % of Total
Southeast
Employment 51,535 7,300 14.2%
Payroll $1.7 billion $212.0 million 12.0%
Southcentral
Employment 240,805 2.870 1.2%
Payroll $10.4 billion $118 8 million 1.1%
Interior/North
Employment 59,420 2,260 3.8%
Payroll $2.4 billion $53.2 million 2.3%
Statewide
Employment 413,995 12,430 3.0%
Payroll S17.1 billion $384 million 2.3%

-tatewido and regional employment and payroll data presontod in this table are total full-time
and part-time employment as measured by the US Bureau ot Economic Analysis This data
differs from Alaska Department of Labor data in that it includes self-employed workers
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Cruise Industry Impacts on Stateand Local Government

The cruise industry generates significant revenues for state and local governments in
Alaska. User fees, sales taxes, property taxes, income taxes and others payments all
flow to state and local governments in Alaska directly or indirectly from the cruise
industry. At the same time, state and local governments expend resources in support
of the cruise industry. This chapter details, to the extent possible, the state and local
government expenditures and revenues that can be attributed to the cruise industry.

State Government Revenue and Program Impacts

The study team contacted Alaska's state government departments and agencies to
determine the revenue and program impacts that could be attributed to cruise-
related activity. Since there is no explicit accounting of most cruise impacts in the
state budget, it is not possible to track the full extent of all revenue and program
impacts. However, based on interviews and cruise industry data it was estimated
that $2.1 million was generated in revenue lo the stale, with only $775,000 in verified

program costs attributed to the cruise industry.

Details on how these figures were estimated can be found in the Appendix.

Table 17
Cruise Inaustry-Related Revenue and Program Impacts
on Alaska’s State Government by Department, 2003
(General Fund Impacts Only)

1Alaska Stato Departments Estimated Revenue Estimated Costs
Administration $102,000 No attributed cost
Education and Early Development $121,000 No attributed cost
Enviionmental Conservation $742,000 $456,000
Fish and Game $618,000 No attributed cost
Natural Resources $172,000 S$309.000
Health & Social Services $0 $10,000
ﬁclj:sij(i;)'nal direct payments to State of $385.000 No attributed cost
Estimated Total $2,140,000 $775,000

mThose rovonuos wore cwidont in the rtuiso lino expenditure data hut could nut tie attributed lo a
specific state government department

The table above addresses only revenues generated in FY 2003. In FY 2003, the
legislature "swept" leftover Cruise Ship Program funds from previous year

(administered by the Department of linvironmental Conservation) into the C.eneral
Fund The $1,099,970 consisted of fees and fines collected since the establishment ol
the program in 2001 that were not used tor program expenses

It is also important to point out thal cruise lines contributed a total ol $1 Kmillion in
2003 to the Alaska Travel Industry Association, which by government mandate is
rciltiired to raise funds from the tourism industry

Thu Goonnue, Impacts ut the Cruisu industry in amsaa veoitve// Group Inc o f.tifn 'L



Impacts on Local Governments

Impacts of the cruise industry on local governments include a broad range of bolh
revenues (sales tax, bed lax, properly tax, moorage fees, etc.) and expenses (public
parks, police, fire protection, medical, etc.). Studying impacts of the cruise .ndustry
at the local level introduces another layei of complexity to an already complex study.
Each community has a unique relationship to the industry - Girdwood, for example,
may host several thousand passengers on overnight stops, while Juneau hosts nearly
800,000, but for day visits only.

Expenses incurred on behalf of the cruise industry (such as police and fire safety) are
particularly difficult to gauge. For the purposes of this study, the McDowell Group
compiled current data on municipal revenues: from sales tax, bed tax, Property tax,
and moorage fees. Individual community data was used wherever possible.

Cruise-related expenses (as well as revenues) are discussed below, in a summarg of a
McDowell Group study conducted for Southeast Conference in 1999, Cruise Industry
Impacts on Local Governments in Southeast Alaska, 1997 That study included in-depth
analysis at the local level of municipal expenses such as libraries, convention and
visitors bureaus, museums, emergency medical services, etc. Although in-depth
analysis of cruise-related exlpenses as not been conducted since 1999, the net effect
on municipal budgets is not likely to have changed significantly since that time.

Local Government Revenues

In 2003, Alaskan municipalities received si?nificant amounts of revenue related lo
the cruise industry in the form of taxes and fees. Following arc estimates of revenues
to municipalities, statewide, from: sales tax, bed tax, moorage/dockage fees, and

property tax.
Sales Tax Revenues

Cruise Passenger and Crew Spending

Sales tax revenues for 2003 were estimated using McDowell Group crew and cruise
passenger spending data, local sales tax rates, and data from cruise lines related to
taxable spending by cruise passengers For a complete explanation of how cruise
passenger and crew expenditures were determined, please see page 16,

Local sales t.ix rates cannot be applied lo all cruise passenger spending, because not
all cruise passenger spending is laxable For example, fhghtsecing purchases are
non-taxable under federal regulation (Only the flightseeing portions of tours are
nun*taxable; other portions of flightseeing tours, such ns transfers, trekrung, and
dog-sledding, remain taxable.) In addition, commissions on tours, travel and Iodgmg
are non-taxable, including the commissions earned by cruise lines from on-boar
sales of tours

Taxable spending rales were determined lor each community with a sales lax lhal
was affected by cruise passenger spending in 2003, Using ‘data from llu* Alaska
Travelers Sunny a-, well as lour revenue data provided by cruise lines, the study team

estimated:
how much spending in each community was on tours

* how mutlt spending in each community was on flightseeing

e an aterage lour commission rate.

Hum* estimates rielded a taxable spending rate for each community with a sales lax.
As a point "I reference, Ihe total .-ales lax revenue flgure was compared with each
community's total lax reverne s tor lhe fiscal year 2003 In luneau, tor example,
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cruise passenger sales tax revenue accounted for approximately 15 percent of all FY
2003 sales tax revenue for the city.

Becabulse crew members very rarely take lours, all of their spending is assumed to be
taxable.

The following table shows sales tax revenues from cruise passenger and crew
spending, divided by region. The primary cruise ports %Juneau, Ketchikan, and
Skagway) are broken out to show specific data for those communities. The
Southcentral region shows lower revenue in part because most passenger spending
occurs in areas without a sales tax (including Anchorage). The Interior/North region
is not included because virtually all passenger spending occurs in areas without a

sales lax.

Table 18
Sales Tax Revenues from Cruiso Passenger and Crew Spending,
By Community and Region, 2003

Region/Community T eS8 TERNON T pending . Spending  Revenes
Southeast S$256,004,000 S$12.740.000 $268,744,000 $13,339,000
Juneau $87,754,000 $5,715,000 $92,469,000 $4,674,000
Ketchikan $85.231.000 $2.858.000 $66,089,000 54,845,000
Skagway $58,008,000 $3,499,000 $61,507,000 S$2,460,000
Southcentral $11,329,000 $236,000 511,565,000 $567,000
Total $267,333,000 $12,976,000 $280,309,000 $13,906,000

Note’ The Interior/North region is not included because virtually all passenger spending occurs in areas without a sales

tax.

Cruise Line Spending

Sales tax revenues from cruise line spending an* difficult to measure, particularly at
the local level. Each community has different sales tax rates as well as exemption
policies, and each community experiences different types of cruise line spendmg]. For
example, Juneau has a sales tax exemption on the portion of transactions over $7,500.
At the same time, they do not charge a sales tax to cruise lines on their per passenger
fees - which constitute a major portion of cruise line spending in the community.
They also do not charge a sales tax on medical spending

Examining these complexities in eve% cruise-affected community is beyond the
scope of this study. Ilowever, it is i)osm le to estimate statewide cruise line spending
sales fax revenues using an overall taxable spending rate, spending per community
from cruise line purchasing data, and sales tax rates for each community.

Using this methodology, it is estimated that statewide, communities earn
apprommately $1 5 million in sales tax revenues from cruise line spending Over 15
gercent of sales tax revenues occurred in Southeast Alaska, as few communities in
outhcentral and Interior/North charge sales tax

Cruise Line Fees

Most municipal governments in Alaska's cruise port communities earn revenues
from cruise lines in the term ot moorage and clocking lees Skagwav and Seward are
two exceptions, as their dock facilities are privately owned funeau has both private
and public docks, while the lemaming ports have only publicly owned docks lor

large cruise ship use
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Each community has its own system of charging cruise lines for using port facilities.
Dock charges are generally assessed on a per fool/per day basis. Additional charges
include tonnage fees, passenger fees, lightering fees, and water fees - varying among
communities. Juneau has several unique fees: a $5 per passenger "head tax" and a
$25 per hour "transfer bridge fee." Sitka has only one fee: a per-day lightering
charge, as there isno large cruise ship dock. Haines offers a discount on docking fees

for day calls (as opposed to evening calls).

Docking and moorage revenue data were collected from port officials in each
community with mumcu;ally-owned docks used by Iarge cruise ships. The total
revenues for 2003 were $7.8 mil lon, all of it collected in Southeast. (Seward's docks
are frlvately owned.) Because oi a new passenger fee introduced in Ketchikan for
the 2004 season, thal figure is expected to increase to $11 million in 2004.

Not all docking and moorage revenues go towards port operations or municipal
general funds. Revenue from Juneau's $5 passenger fee is dedicated to visitor
Industry-related projects. Likewise, Ketchikan charges a $1.90 per foot/per day "port
development" fee that is earmarked for cruise-related development of port facilities.

Bod Tax Revenues

Passengers on cruisetours to the Interior/North and Southcentral regions of Alaska
generate a significant amount of bed tax revenue for local municipalities. Bed tax
revenues were determined using Alaska Travelers Survey data, which identified
where passengers spent every night of their trip, and average Iodgmg expenditure
data provided by cruise lines. As a point of reference, cruise-related bed tax revenues
were compared with total bed tax revenues from fiscal vear 2003. It is important to
note lhat not all communities have bed taxes

Anchorage had the highest amount of bed tax revenue of all Alask i communities in
2003, at $1.8 million, followed by Fairbanks at approximately $1.5 million.The
Southeast region is not included in this analysis because with very few (large ship)
ruise passengers overnighting in the region their bed tax revenues from this market

are negligible.
Tnblo 19 .
Bed Tax Revenues from Cruise Ship Passengers
By Region, 2003
1Region Lodging Expenditures Bod Tax Rovonuos
Southcontml $30,531,000 $2,161,000
Iritunor/North $31,018,000 $2,328,000
Total $61,549,000 $4,489,000

f.i i IhesB fovtinuiri are Irom largo cruise ship Passengers only. Southeast Alaska
receives anominal amount ot overnight visits trom largo cruiso ship tmsscngers.

Property Tax Revenues

lhe cruise industry ahu directIFy and indirectly contributes property lax revenues to
local governmentsin Alaska Property laxes are paid on truise-Ime owned facilities
and equipment Property taxes are also paid by many businesses that are dependent
on cruise passenger spendm_%(, including gift shops in high cruise passenger trallic
areas (especially in Ketchikan, Juneau and Skagway%, flightseeing operations
(particularly in Juneaty, and bus tour operations, among others Property taxes are
also paid by residents doj.ndeut on the cruiM.*industry lor their livelihood.

"I Simited »ruiM* frliied Is-tt ra« revenues in Am borage el 51 * million irprrsent Inpm eni el total Anchorage M i«
revenues ter roulel 511 million | -tnnjtrJ n a imrs m | awhanls el 51 " million trprtsent *3 percent of total | auh.inl &

revenues et $1 H million
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It is beyond the scope of this study to measure property tax revenues in each Alaska
community affected by cruise traffic. The analysis would be very complex; most
property tax revenues are indirect, that is, paid by businesses that provide goods and
services to cruise ship passengers. Many cruise-affected business also provide goods
and services to independent visitors and Alaska residents. Therefore, not all of the
property taxes paid by these businesses could be attributed to the cruise industry.

Cruise line data shows that NWCA lint's made direct payments of nearly 52 million
in property taxes in 2003 To provide some measure of impacts from Cruise-related
businesses, the study team examined the commercial property lax rolls for Juneau.
Businesses that are S_P_ercer_lt or more dependent on Ihe cruise industry account for
approximately $60 million in assessed valuation. At Juneau's 11.64 mill rate, lhat
accounts for $700,000 in annual property tax revenues. This does not include
property taxes paid by businesses less dependent on cruise activity (but still deriving
Income cruise passengers) or taxes paid by households of employees of cruise-

related businesses.

Based on this data, the study team developed a model that links crube visitor
spending in key communities (Whlch to a degree reflects local investment in facilities
and equipment to service visitors) and local property tax rates The analysis indicates
that, statewide, the cruise industry accounts for at least $3 million in property tax
levenues. This is only a partial measure of property tax revenues in that it does not
include taxes paid by businesses that are only partl_alljy dependent on the cruise
industry, or taxes paid be household earnings from the industry.

Summary ol Government Revenues Irom Cruise Industry

This overview of local government revenues from the cruise industry' indicates
measurable revei les totaled approximately $30 million This is an incomplete
measure, however, because some indirect and all induced taxes are excluded

(induced taxes are those paid by cruise industry employee households)

Table 20
Statewide Municipal Rovonuos from the Cruiso Industry, 2003

Total Rovonuoa

Passongcr/crow solos tax rovonuos $13,906,000
Cruiso lino sales tax rovonuos $1,500,000
Cruise lino dockngo/moorapo toes $7,834,000
Bod {a X rovonuos S-1.489,000
Property tax rovonuos $3,000,000
Total $30,720,000

As described previously, this ©, only a partial measure of cruise industry related
revenues lo local governments Il does nol include, lor example, rugn rlv taxi-, and
sales taxes paid by employees of iiiiim* lines or employees of ollu r businesses

providing gmsls and services to cruise lines, passengers and crew

Mn assessment of cruise industry impacts on state government indicated revenues
ui about $1 7 million in general fund revenue attributable to the cruise industr
(Ihis diM-s not include corporate income taxes paid by business . providing goods
and sen nos lo cruise lines. then itew and their passengers )

In addition to indirect employment ai d payroll data. IMIT.AN provides an estimate
ol total state and local government revenues stemming cruise-related spending in
Alaska IMI'LAN indicates the total stale and ks«q government revenues from the
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industry total approximately $46 million annually. Thik is an estimate all direct,
indirect and induced revenues. The methodolo%y employed in the IM'LAN model
Is imprecise in terms of tax revenue analysis, however, the model's data appears
reasonable given what isactually measurable.

Summary of 1997 Study: Cruise Industry Impacts on Local Governments in
Southeast Alaska

The McDowell Group conducted a study for Southeast Conference in 1997
exammlr’hq the impacts of the cruise industry on local %overnments_ in Southeast
Alaska. Municipal entities studied included: City of Ketchikan, Ketchikan Gateway
Borough, City of Wrangell, City of Petersburg, City and Borough of Sitka, City and
Borough of Juneau, City of Jlaines, Haines Bo-ough, and City of Skagway. The study
focused on local government revenues and expenditures during the 1997 cruise
season (which included 525,000 passengers)

Revenues
The study measured municipal revenues in terms of two general categories:

+ Sales tax revenues: These include the sales taxes generated by local governments
as a result of local spending by cruise ship passenPers, crew and cruise lines.
Sales lax rates were athed only to estimated taxable spending, which excludes

tour commissions and flightseeing sales.

+ User fees and other revenues The e revenues include fees paid by cruise lines
and cruise passen?ers. This includes passenger fees, docking fees, lightering fees,

and water service fees.

Cruise industry related revenues not measured in the study include property tax
payme it- made by businesses selling goods and services to cruise visitors or sales
taxes paid by business people as they make local purchases in support of their
operations. It also did not include any secondary or indirect tax revenues (such as
sales and property lax payments made by employees of the cruise industry)

Sales tax revenues to Southeast Alaska municipalities totaled an estimated $7.0
million m 1997, while port fees totaled $3.2 million, for a total of $10 2 million in
revenues

Expenditures

Services provided by local governments that are affected bg the cruise industry
include polite protection, emergency medical services, harbors/docks, libraries,
museums, convention and visitors bureaus, public utilities/public works, and
occasionally other services, depending on the community To assess costs to these
services, budget information was gathered and interviews were conducted with
representatives of each affected municipal department The study measured cruiv-

related expenditures in two different ways

+ Marginal Costs These are direct additional or ncje <n<(s incurred by local
government over and above what would be iruurcd in the absence o! the cruise
Industry. Lor example, it the police department di*e> not need to hire additional
patrol or traffic officers as a result ol cruise trallic. there are no marginal cost* m
that department, even though officer* spend some of their time serving cruise*

visitors

« Direct Overhead Crists (Average Cost or lull Allocation) These are costs
allocated according to services rendered rather than dollars spent Reluming to
our police department analogyv, if a patrol officer is spending 25", ol his time
dealing with cruise visitors, the approach dictates that 25" ot Iu% salary and
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overhead should be allocated lo the cruise visitor industry. The theory
underlying this approach is that while there may be no new cost associated with
serving visitors, there is an "opportunity cost" in terms of reduced service for

residents.

In addition to operating expenses, the study also considered capital projects that
were related to the ctuise industry, although these are not included in the following

table.

Total marginal costs to municipalities in Southeast were estimated lo be $2 1 million,
direct costs were estimated at $1.2 million, for total costs of $3.3 million. That
compares to total estimated revenues of $10,1 million.

The 1997 study found that in general, municipalities gained far more from the cruise
industry lhan they lost. This is not surprising, considering how few municipal
services cruise passengers really require: thev are highly unlikely to commit crimes;
they rarely use major municipal facilities like schools and swimming pools; and they
onlv occasionally require emergency medical services. On the other hand, they are
highly likely to shop, dine and take tours - anil in doing so contribute significantly

fo local sales tax revenues.
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A ppendix

State Government Revenue and Program Impacts

Department of Administration

The only area of the Department of Administration with direct ties to the cruise
industry is the Division of Motor Vehicles, which issues licenses to tour bus drivers.
Based on cruise industry vendor data, it is estimated that $102,000 was directly paid
to the state for motorcoach licensing. The division is not able to precisely quantify
how much of their activity is cruise industry-related. (Each Commercial Drivers
License costs $100.) It is true that the cruise industry represents a very small portion
of the division's activities. Further, it is clear that while the DMVV serves the cruise
industry, it does not incur any costs ths* twould not incur in the absence of the
industry. Any administrative expenses in rred by cruise industry activity are likely

covered by the license fees.
Department of Community and Economic Development

Cruise industry vendor data shows direct payments of several million to the Alaska
Railroad Corporation. Corporation officials indicated that the fees paid by the cruise
mdustay for pull or haul fees of industry-owned rail cars and cruise passenger fees
covered all operational costs this activity incurred. The railroad receives no general
fund money from the stale.

Marine pilot licensing is also handled under the L3CED. The marine pilots pay
wholly for the department’s administration of their occupational licensing program
through their annual licensing fees (a total of $120,000). While the Southeast marine
pilots pilot other large ships, a significant portion of [lu*ir business is cruise-related.
Cruise-related business for Southcentral and Southwest pilots is a less signiticant

portion.
Department of Education and Early Development

One area of the Department of Education and Early Development is directly
involved with the cruise industry: Stale Museums The Division of Alaska State
Museums manages two museums, both visited bv cruise passengers the Alaska
State Museum in Juneau, and the Sheldon lackson Museum in Sitka In FY 2003,
TH.ST0 people visited the Juneau state museum Of that number, 23,940 (or 34
p_er_centg) were cruise passengers on shore excursions. In FY 2003, 1K.710 people
visited the Sheldon Jackson Museum, it which 4,590 (25 percent) were cruise
passengers on -bore excursions

In FY 2003, the Juneau slate museum ollecled $102,340 in admissions from shore-
based tour companies serving cruise passengers, according to museum staff [lie
Sheldon Jatk.son Museum collected $1W.IW

In discu-  » with the Chief Curator as well as the Acting Director of librartes,
Archives atnl Museums, it was noted that Ihe vast ntAjoniv of the division's budget
is allocated to expenses lhat would he incurred whether or not cruise passengers
patronized the facilities (such as exhibit research ami design) Ihe only ddfecencv tn
expenditures attributable to the cruise* industry is additional staff time clue to the
increased visitation Both of those interviewed aq[eed thal the tees paid by cruise
passengers and shore excursion companies most likely make up for the additional
stall turn* requited to accommodate them
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Department of Environmental Conservation

There are two divisions in the Department of Environmental Conservation that have
direct ties to the cruise industry: the Division of Spill Prevention and Response, and
the Division of Water. The Division of Spill Prevention and Response did not handle
any cruise ship spills in 2003. According to a program director in the division, none
of the division's expenses can be attributed to the cruise industry. On the rare
occasions when cruise ship spills occur, the division does participate in clean-up.
However, the responsible cruise line is billed for the entire expense, including
administrative time, as well as clean-up.

The Division of Water runs a program called Commercial Passenger Vessel
Environmental Compliance Program (otherwise known as the Cruise Ship Program).
This program has two main areas of focus: wastewater discharges and opacity
(visible emissions). Cruise ships pay a fee to the Division that covers the
environmental monitoring. The fee is based uh)on passenger capacity multiplied by
number of voyages they make in Alaska. The program’s budget is occasionally
augmented when fines are collected from cruise lines.

According to the program's director, in FY 2003, $742,250 was collected from NWCA
member [ines and these fees collected from the cruise lines more than cover the cost
of the program It cost $456,370 to ru the pro?ram. In 1Y 2001 and 2002, the excess
monies were applied to the program’s budget for the following year. In FY 2003, the
legislature "swept" the leftover Cruise Ship Program funds into the General Fund.
The $1,099,970 consisted of fees and fines collected since the establishment of the

program in 2001 lhat were not used foi program expenses.

Department of Fish and Game

The one area of Fish and Game with ties to the cruise indusl y is the Division of
Sport Fish. According to the McDowell Group's survey of over 1,100 cruise
P_assengers in the summer of 2003, 6 percent of passengers participated in sport
ishing on their Alaska trip Applied to the total volume of cruise passengers, this
translates into 46,800 participants (Of the 292,844 non-resident fishing participants
in the state in 2003, 46,800 represents 16 {)ercent.) Each participant is assumed lo
participate in one day of sport fishing At $10 for a one-day license, cruise passengers
generated $468,000 in regular license fees in 2003. Based on interviews,
approximately one-third of participants also purchase king salmon stamps, at $10
each, for §150,000 in king salmon stamp sales Total fees generated from cruise
passengers are therefore estimated at $n]8,000 for 2003 This figure repiesenls 6
percent of total gross sales Irom non-resiiient fishing licenses and king salmon
stamps

According to both the Assistant Director and the Southeast Regional Supervisor for
the Sport Fish I)ivision ot the Department of Fish and Game, nodp_ar_t of the division's
expense budget can be attributed to the cruise industry The division's efforts ate
focused on research (such as port sampling and creel census), regulation, and
management These activities would occur whether there were cruise passengers
Inching or not  While cruise pass_enger_tr_afﬂc (and related sport fishing activitv) has
Br_own dramatically sfme 1991, (lie div ision s program has not chang_ed in response

ivision contacts confirmed Ihat it the cruise mdiistv were lo disappear, their
program expenseswould not he affected

Department of Hoalth and Social Sorvicos

Ihe only office m the Department ol Health and Social Services with a noticeable
amount of cruise indiistiy-related activity is the Sution ot Epidemiology, in the
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Division of Public Health. According to its website, the office of Epidemiology is
responsible for "surveillance, investigation and control of acute and chronic diseases
and injuries through defining causal factors, identifying and directing control
measures and providing a basis for policy development, program planning and
evaluation." The office 1s occasionally affected by the cruise industry when cruise
ship passengers bring communicable diseases to Alaska cruise ports. (The federal
Center for Disease Control is responsible for ship-board prevention and control.g
The Section of Epidemiology has a budget of $10,947,800, of which $7,994,800 (or 7
percent) is federally funded.

According to a Medical Epidemiologist in the Division, it would be virtually
impossible to determine exactly what percentage of their activities or budget could
be attributed to the cruise industry. Ilowever, the office did recently compile a list of
tourism-related disease control efforts that occurred between 1995 and 2003, alon_%
with details of each effort. Three of the operations occurred in fiscal year 2003 mi
were cruise ship-related: an outbreak of "norovirus" aboard four ships in the
surnmei of 2002, influenza aboard two ships in June of 2003, and a SARS case ahoard
one ship, also in June of 2003. Eor each case, the Office of Epidemiology estimated
how much staff time and travel was required. These three cases combined resulted
in the expenditure of six weeks of Epidemiology staff time, mcludmfg two weeks of
doctor time, two weeks of nurse lime and two weeks of support staff time. The cost
of this time is estimated .it approximately $10,000. The cruise industry does not pay
any fees to make up for these expenses to the state.

Department of Natural Resources

State Parks is the only area of the Department of Natural Resources with clear links
to the cruise industry. State parks that are utilized by cruise passengers include
Totem MI'%]h'[ State Historical P.irk in Ketchikan, Baranof Castle State Historical Site in
Sitka, Chilkat Bald Eagle Preserve in Haines, Chilkoot l.ake State Recreation Site in
Haines, and Denali State Park, among others. In some cases, such as Totem Bight,
passen?ers pay a fee &35 part of their tour price) to visit the state park; in others there
are no tees paid by either cruise or non-cruise visitors.

No ilata is available to estimate exact!jy how many visits are made lo slate parks by
cruise visitors It is also difficult to determine how much the fees paid by cruise
passengers cover lhe cost of their usage of the parks. Cruise visitors account for
approximately half of all Alaska visitors However, they are not as likely as non*
cruise visitors to visit the state's widely-distributed parks, as they rarely utilize
camp?_rounds, and their itineraries are shorter and more concentrated They are also
more likely than non-cruise visitors to be part of a commercial tour, and thus subject

lo fees

According to State Park estimates, MK),1)00 out of ti e total 4 2 million annual stale
park visit-, are by non-residents, or 19 ?ercent An estimate of cruise passenger
visitation to state parks of 20 percent of all non-resident visitation would represent A
percent of all stale park visitation, residents included Cllieactu.il percentage i* likely
even lower)

Flie FY 2003 operating budget lor Parks and R<*creation Management, to%ether with
Parks Management, was $7.7-3,400 Four percent ol that $F|l%.|re is $3(19,00(1 Cruise

vendor data shows ti.it the cruise industry payment of $152,000 directly to State
Parks lor use- o Totem Bight State Park in the 2003 season An additional $20,000

was pan! dire» tlv for park ranger services
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Department of Public Safety

There are two divisions in the Department of Public Safety with links to the cruise
industry: the Division of State Troopers (Bureau of Wildlife Enforcement) and the

Division of Pire Safety.

The Bureau of Wildlife Enforcement (until recently Fish and Wildlife Protection) is a
program administered by the Alaska State Troopers. The Bureau handles the
enforcement of wildlife and fisheries-relatcd regulations, including commercial
fishing, sport fishing, hunting, g?_md_lng, and trapping. The only area affected by
cruise passenger activity is sport fishing regulation enforcement. As discussed in the
section on Division of Sport Fish, cruise passengers represent 16 percent of non-
resident sport fishing participants, and approximately 10 percent of all sport fishing
participants. An Assistant Bureau commander estimated that of all the Bureau's
activities, less than 1 percent would be related to cruise passenger activity.

One of the(j)rograms offered by the Division of Fire Prevention is Fire Service
Training, and several cruise lines take advantage of this cervice. Cruise lines contract
with the Division to train crew members and bus drivers in fire safety while in
Alaska ports. The Supervisor of Fire Service Training estimates that between 5 and
10 percent of the Division's activity is related to cruise lines. The supervisor also
stated Ihat all of the services provided to crew members are billed to the cruise lines,
including overhead costs. The cruise lines are "more than compensating" for their
costs, he said. Princess, the major cruise line contract of the Division, pays for
Division instructors to be trained in England, in order to teach in the way the cruise
line prefers. This extra training benefits Division instructors, and in turn the
Division's other training recipients. "We are a huge beneficiary of the cruise
industry," the contact stated.

Department of Transportation and Public Facilities

The airports are the most obvious link to the cruise industry in the Department of
Transportation and Public Facilities (DOTfrPF), since many cruise passengers use
the Anchorage and Fairbanks airports as part of aone-way cruise or cruise-tour.

Based on discussions with DOT&PF officials, the study team calculated the revenue
impacts from cruise passengers using the Fairbanks and Anchorage International
Airports at about $2 million

There are two major sources of revenue Ihe fust is the passenger facility tee This is

a fee tli.it the airport charges its departing air passengers to pay for capital
improvements to the airport. All of the money collected goes into the capital fund

Tnblo 21
Cruise Passenger Revenue to Anchorage and Fairbanks Airports
From Passenger Foes, 2003

Anchorage Airport Fairbanks Airport .
Per passenger fee $3.00 $4 50
Number of exiling cruise passengors 130.500 2G.500
Ruvenuu $391,500 $119.000
Jf.fi 010

Total revenue lo Capital Fund

Tiie second source is monies collected through landing tees and fuel Mow fees.
DOTPF gave us an overage of $696 36 per Ihe average sized flight used for passenger
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travel (largely 737, 757, and 767). They also suggested an average of 150 cruise
passengers per flight. All money goes into the operating fund.

Table 22
Cruise Passenger Revenue lo Anchorage and Fairbanks Airports
From Landing and Fuel Foes, 2003

Total annual passengers 314,000
Average number of seats per plane 150
Number of annual landings 2,100
Revenue per landing $700
Tolal airport operation revenue 51.458,000
Anchorage $1,210,000
Fairbanks S248.000
Ta' lo 23
Cruise Passenger Revenue to Anchorage and Fairbanks Airports, 2003
" Anchorage Fairbanks
Airport Airport Total
Total passenger revenues $392,000 $119,000 $511,000
Total landing and fuel revenues $1,210,000 $248,000 $1,458,000
S1.601.000 $367,000 $1,968,000

Tolal revenues

It is important to note that the international airports receive no Alaska state general
fund money. All airport operations are supported hy federal money and revenue
Because there are no general fund impacts, cruise related costs and expenditures are

not included in the summary table.

The Division of Measurements and Commercial Vehicle Enforcement (CV1-) is
another area of DOT&IM- affected by the cruise industry, as this division is
responsible for dom%_safely inspections on motorcoaches Accordmg to a
representative of the office of Commercial Vehicle Enforcement, out of 8,258 total
commercial vehicle inspections, 103 (12 percent) were of motorcoaches The cruise*
lines ilo not pay anything to lhe department for these services, and violation lines
are very rare |he total budget tor CVE was $3,512,531 in EMM

Other State Departments

While the cruise industry may have irulif timpact-, on other departments within
the Alaska stale government, no significant or apparent hid to the cruise industry
could be found in the Departments of Corrections, labor and Workforce
Development, Law, or Military and Veteran- Allan -
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