Transportation Equity and the Sustainability of the Outlying Islands Ferry Services in Hong Kong

( abstract)

The Hong Kong Special Administrative Region (HKSAR) is one of the few regions in the world in which public transport is provided without direct government subsidies
. As time evolves, users (i.e. the public) demand a better level of service from transport providers. To avoid being trapped into subsidizing public transport when these operators upgrade their service, the government has taken various steps to either relax the franchise agreements with these operators to allow new competitors into the market, or to initiate privatization for the mass carriers. These measures were widely accepted by the public as an appropriate approach in the Kowloon Motor Bus (KMB) and Mass Transit Railway (MTR) cases.

Of all the public transport modes in Hong Kong, the government has paid least attention to the vitality of the ferry services. In the past few decades, government publications such as Transport in Hong Kong: a paper for public information and discussion (1974), the Second Comprehensive Transport Study (CTS-2) in 1989, the White Paper on Transport Policy published in 1990, and the recent consultation document on the Third Comprehensive Transport Study (CTS-3) published in 1997 have indicated government slackness and a complacent attitude towards ferry services.

It is the government's policy in Hong Kong that the provision of transport facilities mainly depends on the population size of local residents. When the resident population in a newly developed area reaches a certain level, the government will coordinate the provision of basic transport services such as public light buses, franchised buses and eventually rail connections if required. The incentives for people to move into these newly developed areas are mainly due to the comparatively low property prices. The prevalent view of these residents is that adequate transportation will be provided once the population reaches that trigger level. 

High property prices taking up half of the household income may be one of the reasons driving people to live away from the city center. In addition, the small size of the metropolitan areas of Hong Kong also forces people to live away from the city center. Evans (1973) suggested that the location of households is related to family characteristics. He also suggested that household location pattern is relative to household income. Because of high property prices in other urban locations, and if the travelling time to the city center has been considered, the choice of living in the outlying islands becomes feasible and practicable. Most residents on these outlying islands are not indigenous villagers but have actually come from urban locations looking for a better quality of life. 

The small landmasses on these outlying islands, with the exception of Lantau Island, the possibility of building either a direct link to the main transport infrastructure, or a self-contained Town-Country type magnet as proposed by Ebenezer (1946), does not exist. Ferry services thus become the sole transport mode available to residents. The demand for ferry services is inelastic when the residents want to go to the city center for work or for school.

Transport gives people the opportunity to access goods, services and activities, which provide benefits. Transport helps determine where people can live, shop, work, go to school and recreate. Transportation is therefore about opportunity and equity. There are three general types of equity: horizontal equity [USDOT (1997)], vertical equity with regard to income and social class, and vertical equity with regard to mobility need and ability [BTS91997)]. 

Government involvement

If residents pay rates and the government provides public utilities such as water, electricity, fire and police services, then it is the government(s obligation to provide a transport link to these islands. We can identify three major groups of beneficiaries of the outlying islands ferry services, as indicated by Foster (1975). They are:

1. the ferry users who pay directly,

2. those who pay for the by-products of the ferry system, such as shop owners on the islands who use the ferry service for freight transportation,

3. those who own property on the island.

Since the ferry is the only transport mode available to residents on the outlying islands, and the ferry services provider is allowed to operate under an open tender system with a fairly short licensing period, the provider tends to set the fare for maximum profit within this period. In this situation, the open tender system operates like the private market, with no consideration of the ferry service as a necessary public service. 

In the worst case scenario, the fare will be set so high that transport costs will come to constitute a more sizable share of the household income than before, and residents will move back to the metropolitan areas where property rent is similar to that on the island. Total patronage of the service will decline as the residents move away from the islands and, since this patronage is not recoverable once they move away, the profits of the ferry service providers will diminish considerably and the service provided will deteriorate to an unacceptable level. 

Ferry services have high entry costs, ranging from the construction of piers to the chartering costs of suitable ferries, and hence form an entry barrier to any newcomers. Furthermore, ferry operators cannot manipulate demand as suggested by Cole (1998). It is mainly due to the confined populations on the outlying islands that more passenger demand cannot be generated even if the ferry frequency is increased. Restrictions on cruising speeds in the inner harbor also hinder the operators in shortening travel time significantly.

According to public choice theory, government decision-making is subject to pressure from interest groups, lobbying, and voting behavior, as well as from self-interest. As we can see from the above assumption, the ferry service is not sustainable without any assistance from the government.  However, according to Lowi (1972), Quiggin (1987) and Olson (1965), the groups involved in the outlying islands ferry service are comparatively small, therefore it is more likely that the government will make decisions at the political level. As such, the government will argue that it never subsidizes any public transport in Hong Kong. However, it is well known to everyone in Hong Kong that public transport operators are not interested in the revenue generated from transport operations, but focus rather on the property development associated with the transport node, such as terminals and workshop areas. Based on the above thinking, the author will argue that it is the government's obligation to provide transport to these islands.
( Mr. Wong Chi Chung Peter, Hong Kong Polytechnic University)
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