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BUSINESS SHIP UPGRADES

Investment trend, 
complexity, and other key

aspects of cruise ship upgrades
BY KARI REINIKAINEN

C
ruise ship upgrades have
become a big and
necessary business in
recent years. There are
drivers for this trend. At the

same time, there are technical, financial,
and other issues associated with it. The
complexity and challenges of the tasks
require a pool of talents, sacrifice, and
commitment.

Things have changed quite a bit since
Richard Fain, chairman and CEO of Royal
Caribbean Cruises Ltd (RCCL), presented
the company’s third-quarter results in the
autumn and said that its capital
expenditure would change in the future:
upgrades of existing ships will become an

increasingly important element.
As the coronavirus crisis has

escalated, RCCL, the world’s second-
largest cruise shipping group, has, like the
rest of the industry, been forced into cash-
preservation mode.

However, when life returns to normal
there should be a lot of work for years to
come for a wide range of companies
involved in the business of ship upgrades.
Some of them also work in the newbuilding
business, while others specialise in the
upgrade sector.

The dynamics of upgrades, however,
differ markedly from newbuildings. The
actual work is carried out in a shorter time,
although it requires diligent planning and

good skills in project management.
According to Fain, it has financial
implications as well: most of such capital
expenditure has to be depreciated in a
shorter time than in a newbuilding.

Cruise lines are spending vast amounts
of money on upgrading their fleets. There
are a few reasons for this, according to
Markus Aarnio of Foreship, a leading
Finnish naval architect firm. “On one hand,
the lines probably cannot sell all their
ageing ships, and on the other, they do not
want to sell all these vessels,” he said.
“Consequently, the only option left for them
is to keep them in service, which forces
them to maintain and upgrade these
ships.”
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There is no obvious upper age limit for
a cruise ship to remain in service. At the
moment, there are no envisaged SOLAS
rules that would take effect retroactively, as
in the case of SOLAS 2010. These fire-
safety rules applied to existing ships as
well as newbuildings, and some owners
decided to retire vessels rather than
upgrade them to meet the new
requirements, because this would have
been very expensive.

Exhaust-gas cleaning systems, often
called scrubbers, are quite expensive and
cannot be installed on all ships, due to
space or weight constraints, Aarnio pointed
out. Such equipment will allow a vessel to
use heavy fuel oil, which is much cheaper
than the low-sulphur fuels that must be
used under new rules that took effect in the
beginning of 2020 if a vessel is not fitted
with scrubbers. 

project complexity 
Environmental legislation could emerge

in the future that will force ageing ships out
of service, but this is not yet the case,
Aarnio noted. One example of possible
new regulations is retroactive energy-
efficiency requirements, which could mean
that the most inefficient ships would
become too difficult to operate.

In the past, the upgrades tended to
focus on providing alternative dining
venues to complement the main dining
room and buffet. Now the entire experience
offered by an older ship must be brought
as close as possible to that offered by the
latest units of each line. “Changing carpets
is not enough any more,” Aarnio said. 

This also means that the cost of such
upgrades can rise to very high levels.
Carnival Cruise Line will spend about $200
million to transform the 1997-built Carnival
Victory into Carnival Radiance this spring.
Quite a few lines have carried out refits of
ships, with each unit costing more than
$100 million. “Adding cabins to the ship in
a major refit has become a common
practice, as it means revenue from these
additional capacities will help to pay back
part of the investment,” Aarnio said.

Vessel stability is a vital technical issue
that requires close attention in the planning
of a ship upgrade. Additional cabins are
often located in an observation lounge or
other part quite high up in the vessel. The
cabins add weight to the ship and,
generally speaking, ships tend to accrue
weight over their service life due to new
equipment, additional layers of paint,
modifications, and so on. 

These may be small items, but if
something is installed in each cabin, for
example, and their numbers are significant,
the increased weight even from such
installations must be taken into account.
Designers can tackle the issue of stability
by adding a ducktail in stern and side
sponsons. If they are properly designed,
they can significantly improve the stability
without any real fuel-consumption penalty.

Multi-functional focus
Use of space is another major focus of

ship upgrades, especially in connection
with passenger facilities and revenue
generation. “An underutilised public area
can be converted into a multi-function

space that caters for different activities,
depending on the type of each cruise,”
said Simon Dawkins, commercial manager
at Trimline, a UK-based interior outfitter.
“On a cruise where nature and wildlife are
the main attractions, it can serve as a
lecture area, and, on another cruise, it can
be used as an area where passengers can
practise their cocktail-making skills, under
the guidance of a member of the ship’s bar
staff.” 

Flexibility is the keyword here. A single-
purpose room that is only used for a few
hours each day is no longer a preferred
option for cruise lines.

With the rapid growth of the cruise
industry – there are more than 120
newbuildings currently on order –
competition for ship staff has increased,
and cruise lines are working hard to retain
experienced staff. Trimline has noticed an
increase in investment to upgrade and
repurpose crew areas. This trend is likely to
continue. 

“In the past, there might be just one
crew bar on a ship, whereas today, there
can be three different ones,” Dawkins said,
adding that, as a large ship might have
over 2,000 crew members, it was obvious
that the range of facilities for them had to
become broader than what was available
in the past.

On existing ships, IT rooms are prime
candidates in the crew quarters for being
repurposed, as people now use their
smartphones to keep in touch with friends
and family rather than the stationary
computers in a single-purpose room.
“Passengers want better facilities on board,

SD Marine recently completed a refit of
AIDA Cruises’ AIDAmar in Marseilles.

Photo: AIDA Cruises
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and so do the crew,” Dawkins said. 

demanding projects 
As well as being complicated,

upgrading a ship is a demanding task in
many respects, especially in terms of
project management and expertise.
Getting the people and materials to the refit
location ready to start work on time is a
major part of the management of each
project. Some projects can involve up to
1,000 tradespeople and many containers
of materials – all of which must arrive on
time to start the process as planned. 

The rapidly expanding market for
cruise ship upgrades and refurbishments is
creating exciting prospects for companies
that carry out this work, but it also
highlights the need to plan the projects well
and to ensure that there are people with
the right skills and the right mindset to
carry out this work, according to Gareth
Preston, director of marine services at SD
Marine in the UK. 

Most of these projects are carried out
in just 14–21 days; only very large ones
take up to 80–90 days. This means that to
ensure the completion of a project in time,
everything has to be planned well in
advance. “Getting everything to the right
place on time is important and takes quite
a lot of planning – for example, you cannot
send hazardous materials by air freight,”
said Preston.

Moreover, upgrading a ship require

sacrifices and commitments on the part of
the people involved. SD Marine, for
example, has as a pool of talents, mainly
self-employed, ranging from carpenters to
electricians and specialists on upholstery,
who carry out the work in locations as far
afield as Freeport in the Bahamas and
various locations in Europe and the Far
East.

Carrying out the work means living on a
ship where power may be out one moment
and running water the next; the air
conditioning may not work for quite some
time, as work is being carried out in various
departments of the vessel. 

Living and working under conditions
that are constantly changing can be

demanding. “It’s like living on a
construction site – it is actually quite a bit
harder than what many think,” said
Preston.

Investment returns
At the end of the day, for commercial

enterprises, the aim of all investments is to
generate healthy returns. This is key to
cruise ship upgrade decisions and
planning. As with other big decisions,
major cruise groups have considered
carefully their strategies in this regard. The
balance sheets of RCCL and Norwegian
Cruise Line Holdings Ltd (NCLH) show the
amounts spent on upgrades that are
capitalised and remain to be depreciated.

Ship improvement expenditure (million US$)

Source: RCCL and NCLH

AIDA scrubber installation. 
Carnival Group is phasing out 

single-use plastics, applies special 
hull coatings on its ships, and is 

investing some $500 million in exhaust-
gas cleaning systems to drive sustainability.

Photo: Carnival Corporation & plc
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Carnival Corporation & plc, in its
accounts, does not separate upgrade
expenditure from that of newbuildings. It
depreciates the investment in a period of
up to 30 years, whereas for RCCL the time
frame is 20 years. 

Referring to capital expenditure on ship
upgrades, Roger Frizzell, Carnival’s SVP of
corporate communications, said: “During
this time frame, we were investing heavily,
more than $500 million, in the installation of
Advanced Air Quality Systems – also called
scrubbers – throughout our fleet. Today, we
have these systems installed on 80% of our
fleet. Separately, we have installed
electrical shore power connection
equipment, called cold ironing, on 40% of
our fleet.” 

Upgrading ships is a heavy financial
burden even for the biggest cruise group in
the world. But then, everything is
proportionate to its size. 

The current focus seems to be on
environmental technology. According to

Aarnio of Foreship, investment in
environmental technology to meet the
requirements of new legislation and the
expectations of passengers also acts as a
significant driver of capital expenditure on
upgrades.

Lengthening of ships offers a way to
increase not just capacity but also the
number of public areas and outer deck
space. MSC Cruises did this in 2014–15
with its four Lirica-class vessels, which
received 193 cabins each in the process.
The project cost was $273 million. The cost
per lower berth was about $171,400,
equivalent to that of the 177,000-gross-ton
Meraviglia-class newbuildings.

The upmarket operator Windstar
Cruises is lengthening three old ships by
25 metres, adding 50 cabins per ship. The
total investment for this project is $250
million, which means about $267,000 per
berth. To put it in perspective, a Viking
Cruises newbuilding has a price tag of
about $323,000 per berth.

Cruise lines also want to find new use
for little-used spaces on board to boost
revenue after the expensive mid-life refits.
“We are working with several cruise brands
to propose how they can add more cabins
to redundant or underutilised spaces. This
type of project uses our full range of
expertise, from technical and design, to
soft goods and wet spaces,” said Dawkins.
“Many ships built 20 or 30 years ago had
cinemas on board. Now people watch
movies on TV in their cabins. So these
areas can be repurposed as coffee shops,
for example. A burger bar could be
replaced with something like a sushi venue
to match the healthy-living, land-based
trends of today.”

As well as regulatory compliance,
revenue generation is a powerful driver of
upgrades, because it directly relates to the
need for capital investment returns.

Sound investment
As capital expenditure on upgrades

and refurbishments of ships is becoming
more and more important, cruise groups
like Carnival have a rolling plan for this
work. This gives suppliers like MJM, Marine
Interiors and Somec better visibility and
allows them to plan their future strategies
accordingly. 

While the hectic pace of ordering
newbuildings may have slowed down as
uncertainties mount, lines will need to
invest in upgrading existing ships. This is
good news for the contractors and
suppliers involved in this work, but it also
means that the cruise operators will need
to generate decent returns in the future to
cover the capital expenditure committed to
this work. 

On the whole, cruise lines believe that
upgrading ships is a commercially sound
investment – although given the current
unstable situation, this investment may
now have to be deferred.

MSC Lirica after lengthening.
Photo: MSC Cruises

Markus Aarnio, chief naval architect,
Foreship Oy. Photo: Foreship Oy

Simon Dawkins, commercial manager,
Trimline. Photo: Trimline
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