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“My initial perception of the industry 
was that it had great potential being the 
fastest growing segment in a growing 
vacation industry in which the cruise 
market constituted a very small part of 
the total,” Arne Wilhelmsen, one of the 
cofounders of Royal Caribbean Cruises, 
told Cruise Industry News.

“The focus at the time was on cruising 
in the Caribbean in older converted trans-
Atlantic liners with 80 percent of the 
voyages starting in New York, which 
indicated there was a great need for in-
novation and new thinking in the develop-
ment of the modern cruise industry.”

Forward Looking
Wilhelmsen, who served on the board 

of Royal Caribbean until 2003, said that 
the main drivers of the industry’s growth 
was the development of Miami as a mod-
ern cruise port and the building of modern 
vessels tailor-made for the Caribbean trade.

“At the time, there were some forward-
looking people in Miami who believed 
very strongly in the potential development 
of cruising in the Caribbean. One was Ed 
Stephan, a young hotel executive with a 
small cruise operation, who came to us 
in Oslo with a proposal. The other was 
Admiral Stevens, the port director of 

Miami, who had plans to develop Miami 
as a major cruise port.”

Initial Concept
“Our initial concept was very simple,” 

Wilhelmsen continued. “Three vessels 
– two on 14-day and one on seven-day 
itineraries with two sailings every Satur-
day, which was easy to communicate to 
travel agents.”

Royal Caribbean also chartered Boe-
ing 747 planes with 460 seats, which 
gave it the lowest seat cost between Los 
Angeles, San Francisco and Miami, which 
allowed the cruise line to tap the lucrative 
California travel market.

“The first ship, the Song of Norway, 
became very popular and after the first 10 
years we had to double the capacity of our 
fleet by lengthening two of the ships and 
building a new vessel, which was twice 
as big as the first one, which was the Song 
of America,” Wilhelmsen explained.

Industry Drivers
He said that the main drivers for the 

industry’s continued expansion are the 
development of ever bigger and more 
sophisticated cruise ships, the opening 
up of new markets and new destinations 
worldwide.

“Being a great believer in the merits 
of economies of scale, my initial challenge 
was to convince my partners and manage-
ment in Miami to build bigger and more 
efficient ships in order to grow the com-
pany.

“A big challenge for me personally 
was to have my two partners over 20 years 
sell their shares of Royal Caribbean to 
Carnival in 1988. Having the first right 
of refusal, I succeeded in raising the 
necessary funds to buy them out and find 
new partners, all in a very short time.”

Growth
Wilhelmsen added that the industry 

has seen phenomenal growth and that 
Royal Caribbean has made a substantial 
contribution. “A major challenge for the 
industry now is not only to continue to 
grow, but to grow in a sensible way. Qual-
ity in management and staff at all levels 
ashore and aboard will be a critical pre-
condition for healthy development.

“The ships will be subject to more 
demands not only from passengers but 
also from regulatory authorities and will 
be more technically sophisticated.”

The most interesting and sensational 
market development at this time, accord-
ing to Wilhelmsen, is the growth of the 
Chinese market and the revival of the 
U.S. economy. 

‘Good Business’
 Founded in 1939 by Anders Wilhelm-

sen, the family-owned company today 
known as Awilhelmsen is involved in 
shipping, offshore, cruise, real estate, 
retail and capital management.

According to the book The Eternal 
Hunt, which traces the company’s history, 
its growth is partially attributed to the 
success of Royal Caribbean.

The story is about Anders, who short-
ly after launching his company lost his 
brother Karsten, serving as captain on their 
first ship, when it was torpedoed by Ger-
man submarines. And it is about Anders’ 
sons, Arne and Gjert, and the third gen-
eration, Arne Alexander, son of Arne, and 
their focus on “doing good business and 
being willing to make commitments where 
others dare not go.” n
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Next: Sensible Growth
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“The industry is on a great road to 
the future,” said Edwin Stephan, co-
founder of Royal Caribbean Cruises. 
“The big companies are global and if 
there are places they don’t go to yet, they 
soon will. 

“And the biggest ships will be the 
biggest moneymakers.”

Stephan held various positions with 
other shipping companies in the 1960s, 
including the Yarmouth Shipping Com-
pany and Commodore Cruise Line, which 
he also cofounded. He set his sights 
higher, however, and saw a bigger po-
tential for new ships. He eventually got 
the support of Norwegian shipowner 
Sigurd Skaugen (I.M. Skaugen and 
Company), who agreed to build three 
ships. He also brought in two other 
Norwegian shipping companies, Anders 
Wilhelmsen and Gotaas Larsen. 

“I was looking for safety first and 
foremost,” Stephan said, “and (ship) 
culture, which the Norwegians had.”

‘Overcompensate’ 
In 1968, Stephan said the market was 

wide open. The trans-Atlantic liner com-
panies were trying to convert to cruise 
service, but had old ships and soon ran 
into union and flag problems, before 
going out of business. 

“So we stepped in and filled the gap 
with new ships,” he said. “I knew the 
demand was there, at Commodore we 
sold out our entire summer season in one 
week. But I was not interested in running 
the Boheme, unless we could improve 
the safey.”

Stephan said while watching out for 
weather, disease outbreaks onboard, col-
lisions and fire, his policy was to over-
compensate passengers whenever there 
was a rare incident. 

“We had a ship that got caught in a 
hurricane once,” he said. “We gave 
people another free cruise and everybody 
was happy.”

Economies of Scale
Economies of scale are key to driving 

earnings, according to Stephan. “Larger 
ships offer better economies of scale and 
give better margins. In addition, we had 
a captive audience onboard and all their 
onboard spending goes to the bottom line. 

“Another benefit the industry has,” 
he added, “is that ships can move. And 
our occupancy was always 100 percent 
or better. Even great hotels don’t achieve 
that.

“At the same time, as the ships have 
gotten bigger, operating expenses have 
come down. We used to pay travel agents 
16 percent. Now the cruise lines are tell-
ing agents they love them, but still give 
passengers the option of booking di-
rectly. Fuel costs have come down, too.

“On the whole, the future is looking 
very good for the top brands. Once 
people are on the ocean, they relax and 
start enjoying themselves.”

$3 Billion
“The barriers to entry are high,” 

Stephan continued, “but if you have $3 

billion and are willing to build a fleet of 
ships right away, a startup can still do it. 
One billion dollars for a newbuild is no 
big deal based on the return you get.

“Word-of-mouth is the most important 
advertising you can get. When people get 
off a cruise, they are happy. And chances 
are it cost less than going to Disney 
World.”

Stephan retired from Royal Caribbean’s 
board of directors as vice chairman in 
2003 at the age of 71. n

The Sun Viking was one of Royal Caribbean’s first three newbuilds.
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