NOTES ON GOVERNMENT SUBSIDISATION
OF FERRY TRANSPORT

By Leonard Roueche*

Ferry transport is an important mode of travel in many regions of the world. The
ABC Shipping Guide lists a total of 1,044 car-passenger ferries operating throughout
the world, ranging in size from the 30-ton Azimliler, operating between the Greek
island of Samos and the Turkish mainland, to the 24,605-ton Finnjet, operating
between Helsinki and West Germany (ABC Travel Guides Ltd., 1980). Several of the
larger ferry operations receive substantial government subsidies. This paper deals with
subsidy programmes in Norway, Scotland, Canada and the United States.

Ferry subsidies have generally been justified on the grounds that they provide
people in isolated regions with a minimum level of mobility and access to services and
opportunities, and that they encourage industry and employment in regions with
geographical disadvantages. One version of the latter argument is that certain regions
should be compensated for the lack of a direct road link. There has also been an effort
in most jurisdictions to devise a formula for ferry subsidies, apparently with the
following aims and objectives: (a) to determine the annual level of subsidy payments
automatically, so that government may avoid protracted disputes with the operator
and the public; (b) to allow a greater degree of certainty about future subsidy
payments, and thus to facilitate financial planning by both government and
management; (c) to provide incentives for management to operate the ferry system
efficiently.

Each of the subsidy programmes is reviewed in light of these objectives. The
arrangements are subject to criticisms that apply to all transport subsidies; among
others, that they subsidise a single mode to the detriment of all other modes, and that
they hinder competition and thus the introduction of new technologies. The paper
concentrates on two issues particularly relevant for administering ferry subsidies,
namely the determination of the appropriate subsidy level and the operation and
management of the ferry system.

SCOTLAND

Ferry service on the 43 routes in Scotland is provided by government and private
operators, both subsidised and unsubsidised: Caledonian MacBrayne, P & O Ferries,
Western Ferries, Orkney Islands Shipping Company, Clyde Port Authority, Highland

*British Columbia Ferry Corporation, Victoria, B.C., Canada. This research was carried out while
the author was a Visiting Fellow at the Transport Studies Unit, Oxford University. The author
gratefully acknowledges the support and encouragement of the Transport Studies Unit and its staff, as
well as the cooperation of the companies and agencies that were visited during the spring of 1980. The
views expressed are not necessarily those of TSU or of the B.C. Ferry Corporation.
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Regional Council, Shetland Islands Council, Strathclyde Regional Council, and M. A.
MacKenzie (Highlands and Islands Development Board, 1980, p. 8). During 1979 the
largest operator, the state-owned Caledonian MacBrayne, carried 4.4 million
passengers and 0.8 million vehicles (Scottish Transport Group, 1979).! P & O
Ferries carried 131,000 passengers and 23,000 vehicles on its two routes to the
Shetlands and Orkneys (P & O Ferries, personal correspondance, January 1981).
Western Ferries carried 378,000 passengers and 182,000 vehicles on its three routes
in western Scotland (Western Ferries, personal correspondence, January 1981).

According to the recent Consultative Paper by the Scottish Development
Department (1980, p. 1), the national government has provided subsidies to
Caledonian MacBrayne and the Orkney Islands Shipping Company, while some of
the other operations are subsidised by Regional and Islands councils. Caledonian
MacBrayne receives its financial support according to a common approach to
transport subsidies: the government simply provides a grant at the end of each year
equal to the deficit incurred by the company. The annual subsidy has risen from £3.2
million in 1975 to an expected level of £5.0 million in 1980 (Scottish Development
Department, 1980, p. 9).

Government policy-makers in Scotland appear to have discerned shortcomings in
this approach to transport subsidies. One new approach has been tried; another is
under discussion. The services to the Orkney and Shetland Islands provided by P & O
Ferries are subsidised by a unique method of direct payment to the customer rather
than to the operator. Since September 1979 customers have received a rebate of
12.5% for freight shipped northbound to the islands and 35% for freight shipped
southbound from the islands. The total subsidy for 1979/80 amounted to £0.7
million, and it is expected to increase to £1.6 million for 1980/81 (Scottish
Development Department, 1980, p. 2).

The customer-rebate method of subsidisation has several advantages over the
conventional deficit-grant approach. The objective of the subsidy is more clearly
identified because the assistance is applied directly to the traffic which it is intended to
benefit—in this case freight traffic, and particularly outbound freight. Paying to the
customer rather than to the operator allows the operator to retain the profit incentive
to manage the operation as efficiently as possible.

There are also some obvious disadvantages. The subsidy may accrue to the point in
the chain of producers at which monopoly power is strongest. If there is little competi-
tion in the freight transport market, the freight transport companies may be able to
retain the government rebates without passing the savings on to their customers. On
the other hand, if the freight transport market is competitive, with many small firms
unable to bargain effectively with the ferry operator, the ferry operator may be able to
capture the freight rebate by means of a tariff increase. This potential power of the
ferry operator results from the fact that the subsidy is available to only one mode. In
addition to these potential problems there are the substantial administrative costs of a
large-scale customer rebate scheme.

! As a basis for comparison with Caledonian MacBrayne and the other ferry operators discussed in
this report, it is interesting to note the size of Sealink UK, which operates 69 vessels on 20 routes and
during 1979 carried 18.1 million passengers, 2.9 million vehicles, 62,000 rail wagons and 132,000
containers. These figures include Sealink’s Continental partners: French Railways, Belgium Maritime
Transport Authority, and Zeeland Steamship Company (Sealink UK, 1980).

234



GOVERNMENT SUBSIDISATION OF FERRY TRANSPORT Leonard Roueche

The Secretary of State for Scotland has been actively considering important
changes in the subsidisation policy for Scottish ferry services (Scottish Development
Department, 1980). Besides large increases in the overall level of the subsidy, he is
considering adopting some form of route licensing and Road Equivalent Tariff. This is
basically the current Norwegian policy, discussed in the next section.

NORWAY

Government jurisdiction over domestic ferry operations in Norway depends on the
class of roadway connected by the ferry service. Some ferry operations are controlled
by local government, others by county governments, but most fall under the
jurisdiction of the national road network administered by the Vegdirektoratet (the
Public Roads Administration).

Ferry services on the Norwegian coast tend to be provided by small vessels on
short routes (average vessel size of 30 cars and average route length of nine miles),
but the whole Norwegian ferry system is one of the largest in the world. In 1979 the
Public Road Administration subsidised 27 companies (both private and government
owned) operating 265 ferries on 173 routes, with total traffic of 42 million passengers
and 14.3 million vehicles (Norwegian Public Roads Administration, March 1980, p.
14).2 The largest company, More og Romsdal Fylkesbatar, owned by the county of
More and Romsdal, operates 52 vessels on 39 routes and in 1979 carried 11.9 million
passengers and 3.9 million vehicles (Norwegian Public Roads Administration, March
1980, pp. 14-15).

Route licensing and the Road Equivalent Tariff are two distinctive features of the
Norwegian system of government control. The following account of the working of
these measures is derived from information given to me by the Norwegian Public
Roads Administration in a personal interview in May 1980 and in correspondence in
December 1980.

Each ferry route is licensed by the government, giving the operator a monopoly
for a five or ten year period. Theoretically licences can be revoked or not renewed
because of poor performance on the part of the operator. At times the Public
Roads Administration has become directly involved in the management of companies
with poor performance records, but a licence has never been revoked. It is unclear
whether this is the result of close monitoring of performance, or perhaps of an
unwillingness on the part of government to impose the severe penalty of suspension of
licence.

A standardised tariff common to all routes, known as the Road Equivalent Tariff, is
submitted annually to the Stortinget (the Norwegian Parliament) by the Public Roads
Administration and the Ministry of Transport and Communications. In theory the
vehicle tariff per mile is equal to the average cost per mile of operating that vehicle on
the road. In practice, however, there are a number of variations from this principle. A
portion of the tariff is fixed regardless of route length, reflecting fixed terminal costs.
The minimum charge is N. Kr. 9 (£0.77) for automobiles and N. Kr. 3 (£0.26) for
passengers. (The passenger tariff ranges from 33% to 40% of the automobile tariff.)

2By way of comparison, total ferry traffic across the English Channel and the Irish Sea in 1979
amounted to 21.5 million passengers and 5.8 million vehicles (Sealink UK, personal correspondence,
January 1981).
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There is a gradual decline in the tariff per mile as route length increases: e.g., routes
of 62 miles have an automobile tariff per mile which is 10% less than routes under 12
miles (Norwegian Public Roads Administration, January 1980). There is also a
seasonal surcharge during the summer, which was 20% in 1979, 30% in 1980, and
may rise to 50% in 1981.

In addition to these variations from the basic principle of the Road Equivalent
Tariff, in recent years the tariff has not been adjusted according to changes in road
vehicle operating costs. In the past few years the tariff has been increased by less than
10% per annum, which has been below the increase in road vehicle costs and also
below the increase in ferry operating costs. The result has been that the proportion of
ferry costs borne by the government subsidy has risen steadily, and is now
approximately 52%. The total subsidy for 1980 is expected to be N. Kr. 362 million
(£31 million) and is likely to rise to N. Kr. 400 million (£34 million) by 1981.

Even though the fare is fixed for each route according to the Road Equivalent
Tariff, the actual subsidy payment is subject to further calculations. Each ferry
company is required to submit an annual operating budget to the Public Roads
Administration; this covers service levels, traffic forecasts, operating costs, revenues
and the resulting deficit. Once approved by the Public Roads Administration,
however, the budget does not become a fixed contract. In fact it has been government
practice to provide sufficient subsidies at year-end to offset deficits, regardless of
initial budget estimates.

The most serious flaw in the concept of the Road Equivalent Tariff is the lack of a
direct relationship between the tariff and the cost of operations. The potential for the
misallocation of resources can be illustrated by a simple hypothetical example,
particularly relevant for the circumstances of ferries. Suppose that one ferry operates
to Island A and another ferry to Island B, and that both routes are of equal distance
(and therefore have equal tariffs according to the Road Equivalent Tariff concept),
but that the route to Island B is over open, unprotected water, requiring a more
seaworthy vessel with higher capital and operating costs than the Island A vessel,
which operates in calm, protected waters. Now suppose that a new industry, for which
transport costs are an important factor, has chosen to locate on Island B because it is
a marginally better location for the industry than the alternative location, Island A.
The new industry brings an influx of population and increased freight traffic,
necessitating the addition of a second ferry on the Island B route. Further, suppose
that the ferry tariff had been related to costs rather than distance; the Island A tariff
would have been significantly cheaper than the Island B tariff, and therefore the new
industry would have been induced to locate on Island A instead of Island B. The
welfare of the industry will be little changed if its transport costs remain the same, but
the ferry company is better off to the extent that its additional vessels, and operating
costs, are now of the cheaper Island A type. A wide range of similar distortions are
likely to result in situations where tariffs are not related to costs.

UNITED STATES

Information in this section was given to me by Washington State Ferries in a personal
interview at Seattle in December 1980. Washington State Ferries—owned by the
State of Washington—is the largest U.S. ferry operator, with 19 vessels and 11 routes
on the west coast. During 1979 the system carried 18 million passengers and 7.4
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million vehicles. A large proportion of this traffic consists of commuters travelling
between Seattle and the nearby islands. The two routes which operate from downtown
Seattle, and consequently are the heaviest commuter routes, carry approximately 35%
of system-wide traffic.

Washington State Ferries has a complex method of government subsidisation. In
1978, in the face of increasing deficits, the state government set as the objective for the
ferry system the recovery of 75% of direct operating and maintenance expenses
(excluding depreciation) from revenues, with the remaining 25% coming from a state
operating subsidy (Hunter, 1978). The actual operating subsidy in 1977/78 was $8.2
million (£3.6 million), representing 22% of operating expenses, and in 1978/79 $9.6
million (£4.2 million), 23% of operating expenses. In 1979/80, however, the subsidy
rose to $22.1 million (£9.7 million), or 40% of operating expenses, because an
important source of toll revenue had disappeared. In the early 1960s the Hood Canal
Floating Bridge was built as a replacement for a ferry route; Washington State Ferries
was given responsibility for the bridge operation (but not for depreciation costs) and
also received the toll revenues from the bridge. In 1977/78 the bridge made a net
contribution to revenues of $2.8 million (£1.2 million). In February 1979 the bridge
collapsed during a storm, and since then a relatively expensive temporary ferry service
has been operated while the bridge is rebuilt.

The subsidy programme for Washington State Ferries is based on a system of
earmarked tax revenues. The state retail sales tax on petrol is earmarked for the state
highway system, but 3.15% of it is allocated to a fund to subsidise the direct operating
and maintenance expenses of the ferry system. The ferry system, however, does not
automatically receive this tax revenue each year. The state legislature draws from it to
meet the annual operating deficit.

In addition to this operating and maintenance fund there is a separate fund for
capital construction. The money for this comes from the state motor vehicle excise
tax, 9.1% of which is allocated to the ferry capital fund. As with the operating fund,
the capital fund is not automatically turned over to the ferry system. It is simply the
fund from which the state legislature may appropriate money for the construction of
new ferries and terminals.

The essential difference between this complex arrangement and the conventional
system, under which the government provides a grant to the operator equal to the
year-end deficit, is that there is an upper limit to the amount of funding available from
the earmarked taxes. However, in effect, even this limit is not absolutely fixed, as is
shown by recent additional subsidy payments to deal with the Hood Canal Bridge
problem.

WESTERN CANADA

Ferry services on the west coast of Canada are provided almost exclusively by the
provincial government of British Columbia. The Ministry of Transportation and
Highways operates a fleet of eleven ferries on eleven routes serving small coastal
islands. Traffic during 1979/80 amounted to 2.5 million passengers and 1.2 million
vehicles, while the operating subsidy (not including depreciation) was $10 million
(£3.7 million) (British Columbia Ministry of Transportation and Highways, 1980).
The subsidy simply covers the annual operating deficit from general government
revenues. As this ferry operation is an integral part of a government department, there
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is virtually no public discussion on the annual level of subsidy. So, if there is a’
well-defined policy on tariffs and service levels, it is not apparent. In other
jurisdictions which have adopted the conventional transport subsidy approach (e.g.
Caledonian MacBrayne in Scotland and Washington State Ferries), some public
discussion is necessitated by the arms-length arrangement between the subsidising
agency and the operator.

Another peculiar feature is that a separate government ferry agency operates under
a totally different policy from that of the Ministry of Transportation and Highways,
even though some of the routes of the two ferry systems serve adjacent islands and, in
one case, the same island. The British Columbia Ferry Corporation operates 23
vessles on 13 routes and during 1979/80 carried 11.4 million passengers and 4.1
million vehicles. Its two busiest routes between the mainland and Vancouver Island
(7.5 million passengers and 2.5 million vehicles in 1979/80) are very similar in traffic,
service levels and length to the routes on the Straits of Dover and the Danish Great
Belt. '

The British Columbia Ferry Corporation has a method of subsidisation known as
the Highway Equivalent subsidy, which is defined as follows:

A sum of money ... substantially equivalent to the aggregate of the annual cost
of maintaining, and the annual amortisation of the capital cost, of lengths and
classes of highways in the Province which . .. are substantially equivalent to the
ferry routes operated by the corporation... (British Columbia Ferry Cor-
poration Act 1976, 18[2]).

It is not obvious how a ferry route can be “‘substantially equivalent” to a highway, but
the implementation of this formula in 1977 assumed the following highway costs:
initial construction and pavement, $975,000 per mile (£360,000); repaving, $52,500
per mile (£20,000); and annual maintenance, $6,300 per mile (£2,300) (British
Columbia Provincial Government, 1976). By “amortising the construction and
repaving costs on a straight line basis over 25 years” an annual cost per mile of
$47,400 (£18,000) is derived. This figure is then multiplied by the total mileage of the
routes operated by the Corporation (i.e. route-miles, not vessel-miles or passenger-
miles) to arrive at the annual subsidy. If routes are added, deleted, lengthened or
shortened, the amount of the subsidy changes proportionately, though changes in
routes require prior approval of the government. In addition the subsidy is
automatically altered each year in accordance with the regional Consumer Price
Index.

The initial subsidy in 1977 was $25.9 million (£9.6 million). Because routes have
been added and lengthened and because of the inflation escalator, the total subsidy for
1979/80 was $49.4 million (£18.3 million) for 918.96 miles of ferry routes. This
represents approximately 45% of annual operating costs (including depreciation); but,
since the actual deficit was only $33.7 million (£12.5 million), the Corporation
retained $15.7 million (£5.8 million) of the subsidy (British Columbia Ferry
Corporation, 1980).

By continuing to accumulate surpluses after subsidy, the British Columbia Ferry
Corporation has been able to finance new capital projects without prior government
approval. Only if external financing is required is it necessary for the Corporation to
seek government approval (British Columbia Ferry Corporation Act 1976, 14[1]). In
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the past three years of operation the Corporation has accumulated $85.5 million
(£31.7 million) in retained earnings from annual surpluses and depreciation charges
(British Columbia Ferry Corporation, 1980). In contrast to this degree of freedom in
capital financing, the Corporation is required to seek government approval for any
tariff changes, route alterations, or sale of assets or property (British Columbia Ferry
Corporation Act 1976, 6[1]).

The Highway Equivalent Subsidy can be criticised both conceptually and with
regard to the actual mechanics of the policy. To begin with there are a number of
errors in the document defining the formula (British Columbia Provincial Govern-
ment, 1976). Repaving costs are spread over the entire 25-year life of the highway,
even though repaving would obviously only occur after the initial pavement had worn
out. Reference is made to the “amortisation” of construction and repaving costs,
but these costs are simply divided by 25, with no consideration given to interest costs.
This is a misuse of the term amortisation. Finally, the total route mileage (918.96
miles) is measured to two decimal places (i.e. 53 feet) on routes ranging from three
miles to over 300 miles—a degree of accuracy which is quite redundant.

There are, however, more serious criticisms of the general concept of the Highway
Equivalent Subsidy. Like the Norwegian Road Equivalent Tariff, it defines the level of
subsidisation for one mode on the basis of the costs of an entirely different mode. The
intention is to provide some form of equity between regions served by highway and
regions served by ferry. The British Columbian approach, again, ignores the
consequences of the fact that the different modes and routes have totally different
capital and operating costs. To name only some of the obvious differences between
ferries and roads: capacity on a ferry route can be altered much more easily; ferry
operating expenses (i.e. fuel and labour) tend to be a higher proportion of total costs;
and ferry costs are more variable with respect to the level of traffic.

Although the Highway Equivalent Subsidy is calculated on the basis of route
mileage, the funds are not allocated to individual routes on this basis. One route
operated by the British Columbia Ferry Corporation is 550 miles long, and this
generates about 64% of the subsidy, which amounts to $31.7 million (£12 million).
The loss on this route, however, was only $2.7 million (£1 million) in 1979/80 (British
Columbia Legislative Assembly, 1981, p. 37).

It is not clear how the Corporation actually allocates its subsidy funds among
individual routes and its retained earnings account. Table 1 shows that for 1979/80
the proportion of route costs borne by the subsidy ranged from 0.8% to 89.6%.
Generally there appears to be a very rough correlation between the level of traffic and
the level of subsidy, with the subsidisation declining as traffic increases. There is no
official statement of policy from the Corporation, and no formal instruction from the
government, on how the subsidy is to be allocated.

The Highway Equivalent Subsidy tends to encourage some unusual, and
presumably unintended, results. Because the formula is based on route-miles, the
British Columbia Ferry Corporation has an incentive to seek government approval
for longer routes. This incentive is illustrated by the Prince Rupert route. Before 1977
the route ran from northern Vancouver Island up the coast to Prince Rupert, a
distance of 337 miles. In 1977, with government approval, the route was extended
south to Vancouver, an additional distance of 173 miles. As a result the subsidy was
increased by $8.2 million (£3.1 million). Of course there was some commercial
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TABLE 1
British Columbia Ferry Corporation: Subsidisation by Route, 1979/80
Traffic
Subsidy
Vehicles Passengers Cost
Route No. (Thousands) (Thousands) %

1 1,400 4,527 134

2 1,176 3,079 0.8

3 666 1,578 51.0

4 192 409 80.4

8 172 396 70.7

7 155 343 61.4

9 127 421 64.3

6 100 220 69.5

5 89 213 88.2

12 66 142 65.5

10 18 72 31.6

13 — 22 89.6

Source: British Columbia Legislative Assembly, 1981, p. 37.

Justification for extending the route, but there was also a large benefit in subsidy to the
Corporation. Unfortunately neither applications by the operator for route changes or
tariff increases nor reasons for decisions by the government are made public.

The Highway Equivalent Subsidy also encourages a reduction in the level of
service. Since the formula is based strictly on route-miles, the Corporation could
theoretically obtain its full subsidy by operating only one trip a year on each route.
Such a blatant disregard for the public interest would undoubtably provoke
government reaction, but service reductions on a smaller scale may be feasible. Again
with reference to the Prince Rupert route, although it was extended by 173 miles, the
additional service was provided during only eight months of the year. During the four
summer months the service reverted to its former, shorter, distance. There is, however,
a factor which may tend to offset this incentive to reduce service. Part of the personal
utility function of managers of public enterprises may include the expansion of their
activities, especially when there are surplus funds to be spent.

EASTERN CANADA

CN Marine is a wholly-owned subsidiary of Canadian National, the Canadian
government railway. CN Marine operates a fleet of 18 vessels on the east coast of
Canada linking the Maritime Provinces of Newfoundland, Nova Scotia, Prince
Edward Island and New Brunswick, as well as the state of Maine. In 1979 total traffic
amounted to 2.2 million passengers and 0.9 million vehicles (CN Marine, 1980).

The Canadian government has a constitutional obligation to provide assistance for
ferry services in the Maritime Provinces. In 1978 it provided $99.3 million (£37
million), representing almost 80% of the annual costs of the ferry services (CN
Marine, 1980). Before 1979 the federal government simply provided sufficient funds
to meet the year-end deficit. A new subsidy formula, however, has been developed,
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under which the federal Ministry of Transport and CN Marine negotiate an annual
contract for ferry services (Tingley, 1978). This contract specifies, for the first time,
the tariff, service level, subsidy and profit margin for each route. Once the contract
has been agreed upon, the government monitors performance to ensure that the terms
of the agreement are fulfilled, but will not provide additional finance. The company is
free to retain any excess profits it has been able to generate, but is also responsible for
any unforeseen deficits. Government capital financing of $143 million (£53 million) is
available to CN Marine, though it still requires prior government approval for
individual capital projects.

This form of subsidy arrangement has two important advantages. First and
foremost, it provides distinct incentives for management to be efficient. Although it
may attempt to recoup any losses through the following year’s negotiation, there is a
strong incentive for the operator to ensure that the losses do not occur in the first
place. Secondly, neither the level of the subsidy for individual routes (as in Norway)
nor the total subsidy (as in British Columbia) is fixed, and therefore it is possible to
reduce the level of subsidy as routes move from a “developing” status to a
“commercially viable” status.

Several potential pitfalls remain. A one-year contract may be too short for any
effective long-term planning. Extending the period of the contract, however, would
make it difficult for the operator to meet any unforeseen cost increases. The
appropriate compromise is probably to stick with the one-year operating contract, but
in addition to establish a general consensus between government and operator with
respect to a long-term plan (probably for 5 or 10 years). Duplication of staff is
implied—an inevitable consequence of the negotiating task. But it is not clear that the
CN Marine subsidy is considered in the context of including all alternative operators
and modes. One might expect the federal Ministry of Transport to be naturally
inclined to do this; but suspicions are aroused by the name of the branch responsible
for the CN Marine subsidy negotiations—the Water Transportation Assistance
Directorate. This does not suggest a multi-modal approach. And we cannot yet know
what impact this subsidy arrangement will have, since the negotiations, and the
criteria used to set tariffs and service levels, are not public.

CONCLUSION

It seems clear from the preceding analysis that there is no single formula to match the
objectives of transport subsidies. Simply setting the size of the annual subsidy is not
sufficient to ensure an optimum allocation of resources—the tariff and service level
(or level of output) must be determined simultaneously. A simple formula will not do
this. Moreover, no one formula can deal with the evolution of individual ferry routes
from a developmental stage to a fully developed, commercially viable, stage. For this
the level of subsidy must be determined individually for each route, and the level of
assistance must be re-evaluated periodically. That also allows the opportunity to
consider new technologies which develop after the formula is established.

Formulae for ferry subsidies do not usually allow for the fact that they are
attempting to meet two completely distinct and separable objectives. The first is to
establish a socially optimal level of price, output and subsidy for the transport
operation; the second to secure efficient day-to-day management. The most logical
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approach would be to separate these functions, since transport managers are not
necessarily the best people to undertake the complex benefit/cost task of determining
approximate subsidy levels—particularly when other factors must be taken into
consideration, such as government assistance to other transport modes, private
competition, and the overall level of government spending.

Of the ferry operations studied, the only one that seems to have recognised the need
to separate these two functions is the Canadian government arrangement with CN
Marine. That arrangement has only completed one full year, so it is too early to
evaluate its effectiveness. In this situation, what the government must have is infor-
mation to monitor the efficiency of management. One way of attempting to do this is
to compare the efficiency of similar ferry operations. A worthwhile topic for further
research would be the formulation of measures of performance and a comparison of
the ferry operations in Europe and North America (cf. Roueche, forthcoming).
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