2 The market

The market for cross-Solent ferry services

2.1. The Isle of Wight is located some 3 to 5 miles off the south coast of England between Lymington
and Portsmouth. The population of the Island at mid-1990 was 130,000, some 46,000 of whom (28 per
cent) were over retirement age. The age bias in the population is reflected in the high level of car
ownership-above the average for the United Kingdom as a whole. Average gross domestic product per
capita is 23 per cent below that of the United Kingdom as a whole, and 33 per cent below that of the
South-East of England. Average gross weekly earnings of Island full-time male employees are some 20
per cent below the United Kingdom equivalents. However, we have seen estimates that personal per capita
disposable income is at least on a par with the United Kingdom average. The Island's heavy dependence
upon tourism as a source of employment (some 28 per cent of the Island's population is dependent upon
tourism for work) and the Island's large number of small employers make employment on the Island
relatively less secure than on the mainland. Since 1989 the Island's unemployment rate has begun to
converge with the United Kingdom average but on the evidence received during our inquiry is well above
that experienced in the neighbouring county of Hampshire. There are no branches of major multiple
clothing or furniture stores located on the Island, and only three major supermarkets.

2.2. The absence of any form of fixed link or scheduled air services between the Island and the
mainland means that regular, timetabled, daily access to and from the mainland and the Island is solely by
ferry across the Solent. Our terms of reference are concerned with the supply of all cross-Solent ferry
services which are defined as the service of conveying persons, vehicles or freight by ship or other
seagoing vessel.

2.3. Four operators of reference services offer a regular daily service based on a published timetable
between the Isle of Wight and the mainland. They are Wightlink, a wholly-owned subsidiary of Sea
Containers Ltd; Red Funnel, a wholly-owned subsidiary of ABPH; Hovertravel, an independent hovercraft
operator; and Cowes Express, an independent operator of surface effect ships (SES). The services provided
are shown in Table 2.1.



TABLE 2.1 The services
Vessels used and

Operator Route Type of service maximum capacity® Distance Time

Wightlink Portsmouth- Passenger-only 2 catamarans, 401 pass 4.42nm 15 mins
Ryde Pier

Wightlink Portsmouth- Car ferry 4 Ro Ro ferries, 6.23nm 35 mins
Fishbourne 1000 pass, 142 PCUs

Wightlink Lymington- Car ferry 3 Ro Ro ferries, 3.39nm 30 mins
Yarmouth 756 pass, 52 PCUs

Red Funnel Southampton-  Car ferry 3 Ro Ro ferries, up to 10.6nm 55 mins
East Cowes 850 pass, 85 PCUs

Red Funnel Southampton-  Passenger-only 2 catamarans, 120 pass 10.4nm 22 mins
West Cowes

Red Funnel Portsmouth- Passenger-only 1 hydrofoil, 67 pass 10.5nm 35 mins
West Cowes

Hovertravel Southsea- Passenger-only 2 hovercraft, 96 pass 4.0nm 10 mins
Ryde Esplanade

Cowes Express Southampton-  Passenger-only 2 SES vessels, 280 pass, 10.5nm 22 mins
West Cowes 1 SES vessel, 80 pass

Source: MMC.

*Summer passenger capacity given: winter maximum capacity on car ferries is lower.

Note: PCU is an abbreviation for passenger car unit-the unit used to standardise vehicle capacity by ferry operators. Wightlink
equates a single coach to 6 PCUs, a single lorry to 4 PCUs. Red Funnel equates 1 coach to 3 cars, 1 lorry to 2.5 cars,
car+caravan/trailer to 3 cars.

24. Car ferries, catamarans and hydrofoils are subject to national and international regulations
covering seagoing vessels as applied by the Department of Transport (DTp). Hovercraft and SES, which
are airborne, are subject to regulation by the Civil Aviation Authority. In July 1991 Red Funnel replaced
the four hydrofoils on its Southampton-Cowes fast passenger service with two newly-built "Red Jet'
catamarans. One of Red Funnel's hydrofoils is now operating the Portsmouth-Cowes route whilst the
others serve as back-up vessels.

2.5. The map at Figure 2.1 illustrates the position of each of these routes. Estimated shares of reference
services taking traffic on all these routes together are summarised in Tables 2.2 and 2.3. The total value of

the market in 1990 was about £41 million, of which Wightlink accounted for about 77 per cent.

TABLE 2.2 Summary of market shares: actual numbers

1983/84 1984/85 1985/86 1986/87  1987/88* 1988 1989 1990 19911
All passengers
Hovertravel 447,266 473,963 542,220 555,564 565,107 580,156 614,476 632,874 675,000
Wightlink 4,777,952 4,648,626 4443256 4,643,801 4,961,720 4,977,654 5,415,024 5,328,357 5,191,000
Red Funnel 1,362,806 1,350,983 1,400,333 1,501,253 1,516,657 1,536,724 1,616,799 1,522,519 1,527,865
Cowes Express} - - - - - - - N/A 83,789
Total 6,588,024 6,473,572 6,385,809 6,700,618 7,043,484 7,094,534 7,646,299 7,483,750 7,477,654
Cars
Wightlink 636,030 693,422 712,605 745,461 826,934 835,138 902,673 891,841 912,000
Red Funnel 142,815 143,604 150,396 153,890 152,767 153,723 162,263 158,772 175.216
Total 778,845 837,026 863,001 899,351 979,701 988,861 1,064,936 1,050,613 1,087,216
Coaches
Wightlink 9,478 10,657 11,191 11,369 12,344 12,290 13,616 15,975 16,000
Red Funnel 1,762 1,903 2.080 2.696 2,641 2.678 2,253 1,072 1,274
Total 11,240 12,560 13,271 14,065 14,985 14,968 15,869 17,047 17,274
Commercial
Wightlink 94,015 103,450 118,491 121,098 132,953 135,727 149,874 146,392 147,000
Red Funnel 37,030 36.817 37,198 40,701 39,858 39,293 38,464 35,620 35,852
Total 131,045 140,267 155,689 161,799 172,811 175,020 188,338 182,012 182,852

Source: 1983-1990: Isle of Wight County Council.

*Until 1988 the Council collected data on the basis of accounting periods. 1988 denotes a change in the period of collection from
accounting to calendar years.

171991 projections provided by the companies.

tCowes Express figures cover the period 6 July to 19 October 1991 only.






TABLE 2.3 Summary of market shares: percentages

1983/84 1984/85  1985/86 1986/87  1987/88 1988 1989 1990 1991
All passengers
Hovertravel 6.8 7.3 8.5 8.3 8.0 8.2 8.0 8.5 9.0
Wightlink 72.5 71.8 69.6 69.3 70.5 70.2 70.8 71.2 69.4
Red Funnel 20.7 20.9 21.9 22.4 21.5 21.6 21.2 20.3 20.4
Cowes Express - - - - - - - N/A 1.1
Cars
Wightlink 82 83 83 83 84 84 85 85 84
Red Funnel 18 17 17 17 16 16 15 15 16
Coaches
Wightlink 84 85 84 81 82 82 86 94 93
Red Funnel 16 15 16 19 18 18 14 6 7
Commercial
Wightlink 72 74 76 75 77 78 80 80 80
Red Funnel 28 26 24 25 23 22 20 20 20

Source: MMC.

2.6. On 22 July 1991 Cowes Express established a new regular timetabled service between Cowes and
Southampton and on 2 August 1991 Red Funnel introduced a new hydrofoil service between West Cowes
and Portsmouth. We also heard of Cowes Express' plans to establish a further fast passenger service
between Cowes and Portsmouth and its proposal to introduce a car ferry service between Southampton and
Cowes. There are two other operators of charter and day-trip services between the Island and the mainland
which occasionally charter back-up vessels to Wightlink and Red Funnel, and some coastal shipping
services which carry bulk freight to and from the Island.

2.7. As is apparent from Figure 2.1, Wightlink is the only operator of services to and from the western
end of the Island, between Lymington and Yarmouth. Red Funnel is the only operator of car ferry services
between Southampton and Cowes, but Cowes Express currently provides a fast passenger service in direct
competition with Red Funnel on this route. Cowes Express' share of the market in 1990 when it operated
only for a short period was negligible. Wightlink is the only operator of car ferry services at the eastern end
of the Island, between Fishbourne and Portsmouth, but fast passenger services are provided between Ryde
and Southsea by Hovertravel, and between Ryde Pier Head and Portsmouth by Wightlink. In 1990
Wightlink accounted for some 75 per cent of foot passengers between Ryde- Fishbourne and Portsmouth-
Southsea.

2.8. Table 2.2 shows that the market for reference services grew throughout the period 1983 to 1990
with highest growth in coaches (52 per cent), commercial vehicles (39 per cent), and cars (35 per cent).
Lowest growth has occurred in the all-passenger sector where a rise of 13 per cent for all passengers (car,
coach and foot passengers combined) masks a reported fall in demand for services by foot passengers
using the railway services. Growth in the market for ferry services reflects growth in the Island's economy
and changes in consumption patterns.

2.9. Increases in coach and car traffic also reflect the trend away from rail travel as a means of
travelling to holiday resorts and the increased demand for package or self-catering holidays. Moreover, the
growth in car-borne passenger traffic may reflect car ownership by Island residents.

2.10. The increase in freight traffic over the period in part reflects the increased significance of road
transport experienced throughout the United Kingdom over the last ten years.

2.11. In order both to meet this increased demand and encourage market growth, Wightlink, Red
Funnel and Hovertravel have significantly increased the capacity of their services. Details of current and
past services offered by Red Funnel and Wightlink are shown in Appendix 2.1.

2.12. The introduction of catamaran services by Wightlink between Portsmouth and Ryde in 1986
reduced the crossing time and allowed an increase in the number of sailings operated. In 1988 and 1989
some catamarans also called at Clarence Pier, Southsea. In 1990 the introduction of a fourth vessel
between Portsmouth and Fishbourne allowed a further increase in frequency. There have been no
significant changes on the Lymington-Yarmouth route, where Wightlink wishes, however, to introduce
new vessels with greater capacity.



2.13. Services offered by Wightlink and Red Funnel have expanded in the period 1985 to 1991 with
greatest growth in frequency occurring in the last three years. The frequency of services offered by each of
the ferry operators reflects the highly pronounced peaks in demand for services arising from the tourism
and leisure sectors, with lowest frequency in winter, increases introduced for the bank and Easter holiday
periods and maximum frequency arising for the summer period May to September. Wightlink introduces
additional crossings to ease congestion during July and August. Thus while all services offered between
May and September are referred to by each of the operators as ‘summer' services, maximum summer
frequency offered by Wightlink arises during July and August.

2.14. Frequency on the Wightlink Portsmouth-Fishbourne route on summer weekdays has increased
from a minimum of 21 and maximum of 26 crossings in 1985 to a minimum of 31 and maximum of 32 in
1991. On summer Saturdays, the number of crossings has increased from 29 to 33 and on summer Sundays
from 23 to 27. The winter timetable (October to April) is more restricted, with weekday crossings rising
from a minimum of 18 and maximum of 19 in 1985 to a minimum of 22 and maximum of 25 in 1991.
Winter Saturday crossings have increased from 17 to 18, Sunday crossings from 15 to 21.

2.15. On the Wightlink Portsmouth-Ryde route, summer weekday crossings have risen over the period
from 20 to 30, summer Saturday crossings from 20 to 28 and summer Sunday crossings from 19 to 29.
Winter weekday crossings have increased from 17 to 20, but winter Saturday crossings have remained at
15 throughout the period, while winter Sunday crossings have increased from 9 to 17. The timetable on
this route is unusual in so far as the Saturday service terminates earlier (2035 in winter, 2135 in summer)
than on any other day of the week (last ferry ex-mainland Monday to Friday, 2345).

2.16. Frequency on the Wightlink Lymington-Yarmouth route has not increased to any appreciable
degree since 1985. Summer weekday sailings have increased from a minimum of 23 and maximum of
32 in 1985 to a minimum of 28 and maximum of 29 in 1991. Summer Saturday sailings have increased
from 28 to 29 and summer Sunday crossings from 25 to 27. Winter crossings have not increased from the
16 weekday, 13 Saturday, 13 Sunday crossings run since 1985.

2.17. The frequency of the Red Funnel fast passenger service between Southampton and Cowes
expanded significantly in the period 1985 to 1991 with summer weekday crossings increasing from a
minimum of 19 and maximum of 20 to a minimum of 34 and maximum of 35 in 1991. Summer Saturday
services have increased from 17 to 28, summer Sunday services from a minimum of 15 and maximum of
16 to 23. Winter weekday services have increased from a minimum of 16 and maximum of 19 to a
minimum of 30 and maximum of 31. Winter Saturday services have increased significantly, rising from 16
in 1985 to 30 in 1991. Winter Sunday services have increased from a minimum of 11 and maximum of 14
to 29.

2.18. In 1991 Red Funnel extended its car ferry services with hourly departures between Southampton
and East Cowes. Passengers using Red Funnel car ferry services have also benefited from increased
frequency on this service although the increases have not been as great as those on the fast passenger
ferries. Here, summer weekday services have risen from a minimum of 14 and maximum of 16 crossings
per day to a minimum of 17 and maximum of 18. Summer Saturday crossings have become more
standardised with a minimum of 16 and maximum of 18 in 1985 consolidated at 18 crossings in 1991.
Summer Sunday frequency has increased from a minimum of 11 and maximum of 13 to 16 crossings in
1991. Winter weekday frequency has increased from a minimum of 9 and maximum of 10 to a maximum
of 12 for November and December, with 10 or 11 crossings per day in the period January to March. Winter
Saturday crossings have also increased from 9 crossings in 1985 to 12 in 1991. Sunday crossings have
increased from 5 in 1985 to 11 in 1991.

2.19. The cross-Solent hovercraft carry only foot passengers and parcels. Hovertravel operates two 96-
seater hovercraft between Southsea and Ryde Esplanade and provides the service year-round except 25 and
26 December. The first departure on weekdays is 0700 from Ryde and 0715 from Southsea, with an 0830
start from Ryde on Saturdays and 0900 from Ryde on Sundays except during the peak summer when the
Sunday start is 0830. The last hovercraft crossings are always from Southsea to Ryde and are at 1935 in
the winter, 2005 early summer and 2035 peak summer. Frequency of the service depends on the season. In
the period September to May there are departures every 30 minutes for most of the day, hourly during
early afternoon. Early summer departures are every 30 minutes and during the peak season departures are
every 15 minutes between 0930 and 1145 and between 1600 and 1815.



2.20. In summer 1991 Cowes Express introduced an hourly service from Cowes between 0525 and
0005 Monday to Friday, 0630 to 0005 Saturday, and 0705 to 2305 Sunday. Operating times from
Southampton are 0600 to 0035 Monday to Friday, 0705 to 0035 Saturday and 0735 to 2345 Sunday.

Demand

2.21. Demand for reference services is split between Island residents, mainland residents and
commercial freight traffic, with travel from the Island accounting for some 30 per cent of Wightlink's 1990
annual gross revenue. The remaining 70 per cent was split between leisure traffic, freight, passenger
catering services and other activities including “all-in' holidays.

2.22. Island resident demand for services on each of the individual routes depends upon a number of
factors:

(@) destination on the mainland;

(b) departure point on the Island;

(c) price;

(d) availability of special offers;

(e) comfort and facilities available; and
() frequency and time of sailings.

2.23. Demand for ferry services varies between the different sectors of the Island's population. 28 per
cent of the Island's population are retired people whose primary demand for ferry services is described by
ferry operators as falling within the “visiting friends and relations' sector. Daily commuters, both those
travelling to work on the mainland and, with some seasonal variation, those travelling to work on the
Island, provide a relatively stable source of demand for fast passenger services. Students attending schools
and higher education colleges on the mainland also commute daily during term time.

2.24. The primary wealth-generating sectors of the Island are manufacturing industry, tourism and
public services. In 1989 manufacturing industry accounted for 24 per cent of total Island output and
24.2 per cent of employment. Tourism and the public sector (local government, health, the prison service
and the police) each accounted for a further 18 per cent of Island output and together accounted for some
73 per cent of employment. Island manufacturing lies in the high technology/high added value sectors,
including electronics, aerospace and marine. Marine manufacturing accounted for 11 per cent of Island
output, small and medium-sized enterprises 8.5 per cent and business services 4 per cent. The
manufacturing sector is, however, made up of a few large and a proliferation of very small enterprises, the
majority of which employ fewer than 25 people. Over 60 per cent of the Island's land is used for
agricultural purposes. Agriculture employs 2.4 per cent of the Island's workers and generates 3.5 per cent
of total Island output.

2.25. The size and nature of the Island's population and economy results in significant dependence upon
the mainland. The Island is of necessity an importer of raw materials and capital goods. It also imports the
majority of its consumer goods including food. In addition to such imports, Island industry also imports
skills and services. Most Island manufacturers export predominantly to the United Kingdom mainland,
with 99 per cent of Island agricultural produce shipped there. Manufacturers in the high technology, high
value added areas, together with a minority of niche market manufacturers, also export to the rest of the
European Community and other international markets. Tourism is a major source of income for the Island.
The overwhelming majority of visitors to the Island are from the United Kingdom mainland and, in the
main, are from within the low to middle income groups. For the Island as a whole, but for Island
businesses in particular, the reference services are of critical importance to their continued development.



2.26. Private individuals making day trips from the Island to the mainland most frequently do so as foot
passengers although many travel by car. For residents on the eastern side of the Island, the British Rail
railway line between Shanklin, Sandown and Ryde stops at Ryde Pier Head where trains connect with the
Wightlink catamaran service and at Ryde Esplanade for passengers travelling with Hovertravel. Both
Hovertravel and Wightlink offer car-parking facilities for passengers driving to Ryde.

2.27. The Island's public transport requirements are met by the limited railway line and a single bus
company whose services do not allow for the rapid crossing of the Island. For residents on the western side
of the Island, dependent on public transport services, the most easily accessible service across the Solent is
the Yarmouth-Lymington car ferry service.

2.28. In 1989 62 per cent of all visitors to the Isle of Wight were resident in London and the South-
East, with a further 13 per cent resident in the South-West of England.! Residents of North and West
London travelling by car are likely to travel to the Island via the M3 to Southampton. Visitors from South
London and the Sussex coast may be more likely to use Portsmouth, those from the South-West will tend
toward Lymington. The M27, with easy access to Lymington, Southampton and Portsmouth, provides car-
borne passengers with a degree of flexibility. Wightlink told us, however, that in its experience decisions
as to which of the three car ferry routes to take are also influenced by the time of day, the time of next
sailing, price and destination on the Island.

2.29. In 1989 77 per cent of all visitors to the Isle of Wight embarking from Southampton travelled to
the port by car. Daily commuters to the Island, however, came mainly from Southampton itself.

2.30. The Portsmouth-Ryde Wightlink service, Portsmouth-Cowes Red Funnel service and Southsea-
Ryde Hovertravel service link with the Waterloo-Portsmouth British Rail service at Portsmouth Harbour
and Portsmouth-Southsea rail and ferry termini. Fast trains from Portsmouth to London run half-hourly
with a journey time varying between 1 hour 23 minutes and 1 hour 45 minutes. British Rail indicator
boards and information services at Waterloo have traditionally shown Portsmouth Harbour as the
interchange for travel to the Isle of Wight.

2.31. The Cowes-Southampton Red Funnel service links with the Southampton-Waterloo British Rail
service via a bus shuttle from the ferry terminus to the railway station. Cowes Express uses a taxi service to
transfer passengers from its terminal to the station. There is a half-hourly fast service from Southampton to
London with a journey time of between 1 hour 6 minutes and 1 hour 24 minutes.

2.32. The Yarmouth-Lymington Wightlink service links with British Rail at Lymington Pier. There are
no direct trains to London from Lymington; passengers have to change at Brockenhurst. There are two
trains an hour from Brockenhurst to London. The total journey time between Lymington Pier and London
is just under 2 hours. Table 2.4 provides details of total journey times between the Island and London on
public transport (including bus and train connections).

lFarley, R and Middleton V T C (1991): The Isle of Wight End of Season Tourism Survey 1990. Isle of Wight Tourist Office.



TABLE 2.4 Journey times, public transport, from Isle of Wight to London (Waterloo), summer 1991

Via Via Via
Yarmouth-Lymington West Cowes-Southampton Ryde-Portsmouth

Time of departure:  0730-0830 0930-1030 0730-0830 0930-1030 0730-0830 0930-1030
Departure from:
Freshwater 2hrs 51mins 2hrs 53mins 3hrs 33mins 3hrs 37mins 4hrs 4hrs
Yarmouth 2hrs 23 mins  2hrs 23 mins 3hrs 12mins 3hrs 30mins 3hrs 22mins 3hrs 36mins
Newport 3hrs 3mins 3hrs 8mins 2hrs 23mins 2hrs 23mins 2hrs 46mins 2hrs 44mins
Cowes 4hrs 1min 3hrs 36mins 2hrs Smins 2hrs Smins 2hrs 52mins 3hrs 14mins
Sandown 4hrs 16mins 4hrs 3mins 3hrs 16mins 3hrs 17mins 2hrs 36mins 2hrs 30mins
Shanklin 4hrs 2mins 4hrs 2mins 3hr 2mins 3hrs 2mins 2hrs 46mins 2hrs 38mins
Ventnor 4hrs 28mins 4hrs 13mins 3hrs 28mins 3hrs 13mins 3hrs 11mins 3hrs 9mins
Ryde 3hrs 50mins 3hrs 48mins 2hrs 53mins 2hrs 48mins 2hrs 2mins 1hr 59mins

Additional time, compared with fastest route from each point of departure
Freshwater 0 0 42mins  44mins69mins 67mins
Yarmouth 0 0 49mins 67mins59mins 73mins
Newport 40mins 45mins 0 0 23mins 21mins
Cowes 116mins 91mins 0 0 47mins 69mins
Sandown 100mins 93mins 40mins 47mins0 0
Shanklin 76mins 84mins 16mins 24mins0 0
Ventnor 77mins 64mins 17mins 4mins 0 0
Ryde 108mins 109mins S51mins 49mins0 0

Through rail/sea fares
£
From
Yarmouth W Cowes E Cowes Ryde Sandown Shanklin

Single 20.40 20.30 18.70 17.30 18.80 18.80
Cheap day return 20.60 21.00 18.70 18.70 20.20 20.20
‘Network Away Break' 26.40 27.00 23.70 23.90 25.90 25.90

Bus fares are likely to add up to £3 single to journeys requiring bus connection.

Source: MMC.

Demand for the individual services

2.33. A study by Portsmouth Polytechnic for Red Funnel of hydrofoil passengers between
Southampton and Cowes covering the three-week period 5 July to 24 July 1989 found that 40 per cent of
travellers from Cowes began their journey there, with a further 14 per cent travelling from Newport. Table
2.5 shows the breakdown.

TABLE 2.5 Passenger origin, Red Funnel Cowes-Southampton route

%

Cowes 40
Newport 14
Ryde 6
Sandown/Shanklin/Ventnor 14
Yarmouth/Freshwater/Brightstone 3
Bembridge 3
Rest of the Isle of Wight 20

Source: Portsmouth Polytechnic 1989.

2.34. The Portsmouth study also found that 70 per cent of passengers travelling to Cowes from
Southampton had Cowes or Newport as their final destination and that 62 per cent of these passengers
began their journey in Southampton.

2.35. The Portsmouth study also asked passengers from Cowes to name their final destination once they
arrived at Southampton: 79 per cent of daily commuters were travelling to Southampton itself.
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2.36. In 1988 Sealink commissioned a market research survey of passengers. The study related only to
usage of the company's three routes: Portsmouth-Ryde, Portsmouth-Fishbourne, Lymington- Yarmouth.
As part of the survey passengers gave details of their “origin': the initial starting point for their journey. The
results, given in Table 2.6, showed a low percentage of Cowes-based passengers using any of their routes
and a high percentage of passengers whose origin coincided with the location of the port.

TABLE 2.6 Passenger origin, Wightlink routes

per cent
Portsmouth- Portsmouth- Lymington-
Ryde Fishbourne Yarmouth

Cowes/Newport 6 8 6
Ryde 21 14 4
Sandown/Shanklin/Ventnor 16 14 8
Yarmouth/Freshwater/Brightstone 3 4 22
Hampshire 22 17 24
Greater London 9 8 3
Rest of United Kingdom 23 35 33

Source: Feedback 1988.

2.37. The Sealink study asked passengers to state their reasons for their choice of route. As shown in
Table 2.7, convenience was the most important factor by a considerable margin for passengers on each of
the three routes.

TABLE 2.7 Reasons for choice of route

per cent
Portsmouth- Portsmouth- Lymington-
Ryde Fishbourne Yarmouth
Convenient 82 78 86
Previous experience 10 25 14
Safe/reliable 8 16 10
Quality of service 5 10 5
Facilities on board 1 14 5
Price 8 9 6
No alternative/package 8 8 5

Source: Feedback 1988.

2.38. Table 2.7 suggests that price was not one of the most significant reasons given for choice of route
but it is Wightlink's strongly-held view that if prices were cut significantly on one route and not on
another, there would be an ‘enormous' shift of traffic. Consideration of the absolute differences in
passenger fares over a period of years provides guidance on the extent of responsiveness of demand to
price. Fares on the three fast passenger services over the period 1986 to 1991 indicate the extent to which
all services may be regarded as close substitutes. Table 2.8 shows that standard return fares on the Red
Funnel hydrofoil plying between Southampton and Cowes were at least 22 per cent higher than those on
either of the other two fast passenger services in each of the relevant years. Over the period, Red Funnel's
standard return fares were on average 27.5 per cent above Wightlink's, and 37 per cent higher than
Hovertravel's. The fact that fares on Hovertravel and Wightlink have been more closely related to one
another may reflect the more direct nature of the competition between them on the Southsea/ Portsmouth-
Ryde route. Relative price changes have been comparable in terms of orders of magnitude and in recent
years have been subject to agreement with the Isle of Wight County Council to increases at or below
increases in the Retail Price Index (RPI). It is therefore the actual price differences which may be expected
to affect market shares.
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TABLE 2.8 Comparative standard return fares: fast passenger services

£
Red Funnel Wightlink Hovertravel
1986 6.70 5.00 4.80
1987 6.70 5.20 5.00
1988 7.20 5.60 5.20
1989 7.90 6.20 5.70
1990 8.70 7.00 6.20
1991 9.50 7.80 7.20

Source: MMC.

2.39. Operators' shares of the foot passenger sector of the market over the period show an uncommonly
high degree of stability in the position of each operator despite some differential movement in fares,
particularly between Red Funnel and Wightlink. There has been some recent change in shares in the coach
sector, but this may indicate Red Funnel's renewed interest in meeting demand from this sector since its
take-over by ABPH.

2.40. The absence of a clear relationship between movements in price and the distribution of market
share would appear to confirm the evidence collected by Feedback that choice of route is relatively
insensitive to price, suggesting low cross-price elasticity of demand and an absence of close substitutes.

2.41. For these and other reasons, the evidence we received from several witnesses suggested that the
market for cross-Solent ferry services should not be viewed as a single market but as three distinct
markets: a market for services between Southampton and Cowes; a market for services between
Lymington and Yarmouth; and a market for services between Portsmouth and Ryde. Wightlink, Red
Funnel and Sally, which during its attempted take-over of Red Funnel (see paragraph 5.19) undertook
substantial research into this market, were, however, highly dismissive of any suggestion that the market
should be perceived as anything other than a single entity, particularly because commercial and passenger
vehicles were primary users of the services.

Variability of demand

2.42. Wightlink and Red Funnel provided evidence of variability in passenger traffic volumes
experienced during 1990. Although neither company provided full information for load factors for each
route by day and time of day, the evidence suggested that demand for ferry services peaks during the May
and August school holiday periods when mainland residents take their main annual holiday, with greatest
demand arising between 1000 and 1500 on Saturdays when holiday booking ‘changeovers' take place.
Wightlink's evidence of load factors for each route on nine days in 1990, summarised in Table 2.9,
confirmed the second Saturday in August as the day when demand was greatest on all routes, with load
factors on the Lymington-Yarmouth route rising to particularly high levels.
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TABLE 2.9 Wightlink routes: load factors on representative days

Approx Highest
Number of  Number  load factor  load factor Time of
Route Day Date crossings full’ that day that day* departure From
% %
Portsmouth- Tues 16.1.90 40 0 18 71 08.00 Ryde
Ryde Sat 20.1.90 30 0 28 50 10.00 Ryde
fast Tues 5.6.90 60 0 17 76 07.30 Ryde
passenger Sat 9.6.90 56 2 32 92 08.20 Ryde
service Tues 7.8.90 60 3 32 94 11.20 Portsmouth
Sat 11.8.90 56 6 54 95 10.45 Portsmouth
Portsmouth- Tues 16.1.90 40 8 43 81 09.00 Portsmouth
Fishbourne Sat 20.1.90 32 2 29 57 13.00 Portsmouth
car Tues 5.6.90 52 8 40 89 10.00 Portsmouth
ferry Sat 9.6.90 54 25 60 98 09.30 Portsmouth
Tues 7.8.90 64 1 42 96 13.30 Portsmouth
Sat 11.8.90 70 51 77 108 18.00 Fishbourne
Lymington- Tues 16.1.90 32 0 55 90 16.00 Yarmouth
Yarmouth Sat 20.1.90 26 0 31 79 08.00 Yarmouth
car Tues 5.6.90 56 0 49 96 12.15 Lymington
ferry Sat 9.6.90 56 22 79 135 12.45 Lymington
Tues 7.8.90 56 1 65 94 17.30 Yarmouth
Sat 11.8.90 58 32 105 146 07.15 Lymington
Source: MMC.

*Load factors have been calculated with reference to the number of passengers on the Portsmouth-Ryde service, and the number of
passenger car units (PCUs) on the car ferry services based on Wightlink's standard measure of passenger car equivalents. This is only
an approximate measure: whether a vessel is full will also depend on the weight on board, the precise length of the vehicles carried,
and the configuration in which the car ferries are operated.

2.43. By estimating actual passenger numbers and PCUs from the Wightlink evidence, we calculated
load factors as a percentage of weekly capacity per route for each week of 1990. Figure 2.2 graphs these
calculations. On the Portsmouth-Ryde passenger ferry, capacity utilisation is estimated to have risen to 40
per cent in the third week of August and to 38 per cent in the second week of May. The Lymington-
Yarmouth route, which exhibited the highest capacity utilisation of all three routes, is estimated to have
peaked at 72 per cent in the third week of April and at 75 per cent in the first week of October. The
Portsmouth-Fishbourne weekly car ferry capacity utilisation is estimated to have risen from a low of 31 per
cent in the first week of January to peak at 56.5 per cent in the third week of August and 55 per cent in the
first week of June. The graph shows capacity utilisation falling as low as 11.3 per cent on the Portsmouth-
Ryde route and remaining below 41 per cent throughout the year. The Lymington-Yarmouth route,
operating on a higher base utilisation over the year, fluctuated rather less although exhibiting a low of just
under 40 per cent and a high of 75.2 per cent.'

2.44. Capacity utilisation figures reflect Wightlink's evidence that each of its services meets the specific
demand requirements of different groups of passengers, with greatest consistency of demand arising on the
Portsmouth-Fishbourne route where a 24-hour service meets the demands of freight hauliers and business
travellers. The relatively large capacity of each of the car ferries operated and comparatively stable level of
capacity utilisation on the Portsmouth-Fishbourne route supports research into ferry services” which
suggests that opportunities for increased efficiency are greatest with larger ferries.

2.45. Red Funnel has provided us with illustrations of annual capacity utilisation which emphasise the
variability of demand for its services and confirm the high level of demand experienced during August.
Figures 2.3 and 2.4 reproduce Red Funnel's 1990 traffic flow analysis for car ferries and the fast passenger
service.

"These figures are based on the maximum load factor when the mezzanine deck is in use. To the extent that it may not be possible to
use any or all of the mezzanine deck if high vehicles are carried, the figures may overstate total capacity and understate capacity
utilisation, depending on the mix of vehicles carried on any particular crossing.

2Forsund, F R (1991): Efficiency Analysis of Ferry Transport. Memorandum from Department of Economics, No 3. University of
Oslo.
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Prices

2.46. Tables 2.10, 2.11 and 2.12 show movements in passenger fares over the five-year period 1986 to
1991. Movements in vehicle tariff rates are shown in Appendix 2.2. In the majority of cases standard fares
for all classes of passenger and private vehicle using all ticket types on all routes increased by more than
the rate of inflation (37 per cent over this period). Comparison of the movements in passenger-only fares
of the individual operators, shown in Figure 2.5, suggests that the Red Funnel hydrofoil fares have been
above other passenger fares, but, as shown in Figures 2.6 and 2.7, peak and off-peak weekday car ferry
fares of Red Funnel and Wightlink have converged. Figure 2.8 shows the differential between Red Funnel
and Wightlink standard car passenger fares over time. Red Funnel told us that, at the time it revised its
fares, it was unaware of Wightlink's intentions. Wightlink told us that in considering its fare structure for
the following year it takes into account likely increase in costs, demand, competitor promotional activity
and opportunities to create new demand. Wightlink reviews competitors' fares when these become known,
to consider what promotional activities or fares it should launch during the year.

TABLE 2.10 Red Funnel summer standard fares: high-speed service: all passengers

Increase
From Southampton 1986 1987 1988 1989 1990 1991 1986 to 1991
£ £ £ £ £ £ %
Adult single 3.80 3.80 4.00 4.40 4.85 5.30 +39
Day return 5.65 5.65 6.00 6.60 7.25 8.00 +42
Period return 6.70 6.70 7.20 7.90 8.70 9.50 +42
Out hydro back car ferry (day) 5.30 5.30 5.65 6.20 6.85 7.00 +32
Period return 6.60 7.30 8.00 8.50
Books of tickets:
10 single 31.60 31.60 33.80 37.20 40.90 45.00 +42
50 " 147.10 147.10 157.40 173.10 190.40 210.00 +43

100 " 272.85 272.85 291.95 321.15 353.25 395.00 +45

Source: Red Funnel.
TABLE 2.11 Red Funnel standard fares: car ferries: all passengers

Increase
From Southampton 1986 1987 1988 1989 1990 1991 1986 to 1991
£ £ £ £ £ £ %

Adult single 2.65 2.70 2.85 3.10 3.40 3.80 +44
Day return 3.70 3.80 4.00 4.30 4.70 5.30 +43
Half-day return 2.90 3.00 3.15 3.40 3.70 - N/A
Period return 4.85 5.00 5.25 5.60 6.15 6.80 +40
OAP day return 2.65 2.70 2.85 3.10 3.40 3.80 +44
OAP period return 3.70 4.00 425 4.60 5.00 5.50 +49
Books:

30 single 52.25 59.00 62.50 70.00 76.50 85.50 +64

Source: Red Funnel.

2.47. Cowes Express' fares are currently significantly below those of the Red Funnel fast passenger
service, but above those of the car ferry service. Cowes Express' period return of £7.50 from Southampton,
£7 from Cowes, compares with £9.50 standard period return on the fast passenger service, and £6.80 on
the car ferry service. Similarly Cowes Express' day return of £6 from Southampton, £5.30 from Cowes,
compares with the "Red Jet' standard fare of £8, and the car ferry fare of £5.30.
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2.48. Table 2.12 shows movement in Wightlink adult passenger fares over the five-year period 1986 to
1991.

TABLE 2.12 Wightlink adult fares

Foot passengers 1986 1987 1988 1989 1990 1991 1986 to 1991
% increase
Ryde-Portsmouth
Adult single 2.50 2.60 2.80 3.10 3.50 3.90 +56
Return 5.00 5.20 5.60 6.20 7.00 7.80 +56
Cheap day return 3.50 3.70 4.10 4.50 5.00 5.20 +49
Half-day return 3.00 3.00 3.20 3.50 3.90 4.30 +43
Yarmouth-Lymington
Adult single 2.15 225 2.40 2.60 2.80 3.10 +44
Return 4.30 4.50 4.80 5.20 5.60 6.20 +44
Cheap day return 3.00 3.20 3.50 3.70 4.00 4.30 +43
Car passengers
Adult single 2.15 225 2.40 2.60 2.80 3.10 +44
Return 4.30 4.50 4.80 5.20 5.60 6.20 +44

Source: Wightlink.

2.49. Table 2.13 shows information provided by Wightlink on the changes in yield in the period 1985
to 1990, reflecting both tariff changes and the change in the mix of traffic over the period. The yield from
foot passengers increased significantly above RPI over this period, whilst yields from other categories of
traffic were at or below the 33 per cent increase in RPL.

TABLE 2.13 Average yield by type of traffic, 1985 to 1990

£
Foot Cars/ Coaches/ Commercial
passengers motorists passengers freight
1985 1.27 13.86 86.45 25.45
1986 1.51 15.13 83.09 26.47
1987 1.61 15.50 79.25 28.06
1988 1.72 15.80 84.47 30.30
1989 1.86 17.09 93.00 30.58
1990 2.10 18.40 102.44 33.40
% change +65% +33% +18% +31%

Source: Wightlink.

2.50. Table 2.14 compares 1991 standard fares to the Isle of Wight for two adults with two children and
car. There is a noticeable difference in peak period day return fares but a close similarity of certain other
fares, particularly for smaller cars and for off-peak returns.
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2.68. On commercially-operated routes where demand for a frequent, high-quality ferry service may be
regarded as ‘infinitely elastic'’ because there is no alternative means of crossing that stretch of water, the
total fixed and variable costs of running the service will be passed on to passengers. When fares on
commercially-operated routes rise beyond the ability of consumers to pay, but the service is deemed to
meet a social need, part of the costs of running the service may be met by Government subsidy, as in the
case of certain services between the Scottish Islands and the mainland, shown in Tables 7 to 12 of
Appendix 2.4.

Quality of service

2.69. The overall quality of service offered to passengers including regular commuters, tourists and
commercial freight hauliers depends on a number of factors: location, frequency and timing of sailings,
reliability in poor weather, availability of space, ticketing and booking arrangements, on-board facilities
and facilities at terminals, back-up facilities, availability and cost of car parking, efficiency and courtesy of
staff, communication between passengers and operators, and national and international safety regulations.

2.70. Wightlink provided information on load factors for certain specific services on certain days. This
limited detail confirmed that certain services tended to be fully booked at peak weekends at peak times and
underlined Wightlink's acknowledgement of the need to spread peak demand to ease the difficulties
experienced by passengers at these times. Wightlink told us that it could not act unilaterally. To spread
demand it needed the co-operation of the holiday accommodation sector on the Island as well as tour
operators. In Wightlink's experience these groups had shown a marked reluctance to move away from
Saturday change-over days.

2.71. On-board facilities and facilities at terminals were a cause of complaints to us. In 1990 Red
Funnel introduced a computerised ticketing service, and completed redevelopment of its terminal facilities
at West Cowes. In 1991 the company embarked on the process of obtaining Quality System Certification
under the auspices of Det Norske Veritas, a classification society. The object is to obtain qualification
under the Safety Management and Environment Protection Scheme (SEP). Building on this, it is intended
that Red Funnel's management systems will be further certified in line with BS 5750.

2.72. During 1990 495 Red Funnel fast craft sailings were cancelled due to bad weather (some 9 per
cent of the total) and 186 (3 per cent of the total) were cancelled for other reasons. The replacement of
hydrofoils by "Red Jet' catamarans is expected to reduce delays and cancellations arising from the inability
of hydrofoils to operate in bad weather. A lower proportion of Red Funnel car ferry services were
cancelled, about 4 per cent, again mainly due to weather conditions. About 93 per cent of car ferry services
departed within 5 minutes of schedule (86 per cent arriving within 5 minutes of schedule), but over 99 per
cent of hydrofoil services that operated were less than 5 minutes late.

2.73. Red Funnel's ageing fleet of car ferries offers limited on-board facilities to passengers and limited
capacity for coaches and other commercial vehicles when demand for car space is high. The introduction
of new international safety regulations to be implemented in 1995 will, however, necessitate replacement
of the Red Funnel car ferry fleet.

2.74. Data on capacity utilisation given above show that in 1990 slightly less than 7 per cent of all Red
Funnel ferry trips exceeded 50 per cent passenger carrying capacity. Problems associated with queuing and
lack of space were thus confined to certain peak crossings in August where they arose at all.

2.75. During the summer peak intending passengers on certain ferries may be told that a particular ferry
is fully booked, only to see it departing with space available. The problem is particularly acute for Island
residents who may experience difficulty and delay in conducting their normal business between the Island
and the mainland because ferries are notionally fully booked. During the summer months many tourists
tend to arrive early for ferries, and depart on ferries earlier than booked if space is available. Red Funnel
told us that because it operates a stand-by system the problem arises only very rarely. Since Wightlink

1The term ‘infinite elasticity' denotes demand for a good or service remaining roughly constant up to a certain price level beyond
which demand falls away dramatically as consumers change demand patterns. See, for example, R G Lipsey (1983): An Introduction
to Positive Economics, 6th Edition. Weidenfeld & Nicholson: London.
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attempts to get passengers away from the ports where parking is limited, the practice results in later ferries
departing with space available.

2.76. Compared with other services from the Island, the Wightlink Lymington-Yarmouth ferry
timetable covers a shorter period, operating between 0600 and 2015 Monday to Friday with a slight
reduction in service early morning and late evening at weekends. The relatively limited capacity of ferries
on this route, 52 PCUs, can result in the necessity for vehicles to queue at popular times of day both in off-
peak as well as peak months of the year. It is for this reason that Wightlink wishes to increase the size of
ferries on this route.

2.77. The Wightlink Portsmouth-Ryde catamaran service is subject to delay and cancellation in poor
weather, primarily because of the difficulty of tying up at Ryde Pier Head under those conditions. In 1990,
for example, some 3.4 per cent of catamaran services were cancelled, compared with about 0.5 per cent of
car ferry services cancelled. About 90 per cent of the Portsmouth services were less than 5 minutes late in
1990, compared with 94.5 per cent of the Lymington services. Moreover the relatively early departure of
the last ferry on Saturday (from Ryde at 2155 in summer, 2055 in winter and from Portsmouth at 2135 in
summer, 2035 in winter) forces foot passengers on to the Fishbourne or Cowes car ferries, neither of which
is convenient for Ryde or the Island's east coast. Wightlink said that, during the week, the late evening
services were operated by the ‘nightwatch' who also operated the early morning commuter services:
operating later services on a Saturday evening would demand renegotiation of working practices with the
relevant unions and, given the low demand for services on Sunday mornings, was not financially viable.
Wightlink is nevertheless prepared to reconsider introducing later catamaran sailings on Saturdays 'if
demand so warrants'.

2.78. Wightlink also offers a sailing from Fishbourne for goods classified as dangerous at 0200 each
day and from Portsmouth at 0500 each day. Because of the strict limitations on the number of passengers
permitted to use a dangerous goods service, Wightlink thinks it would be unfair to passengers to have such
sailings during the day. It was put to us that the timing and infrequency of this service increases the costs to
Island firms of carrying dangerous goods between the Island and the mainland.

Ports

Southampton

2.79. The Port of Southampton is owned and run by Associated British Ports (ABP), another subsidiary
of Red Funnel's parent company, ABPH. The eastern limit of the port of Southampton extends across the
Solent from Old Castle Point on the Isle of Wight (about 1 km east of East Cowes) to Hillhead at the
mouth of the River Meon on the mainland. The south-western limit runs across the Solent from Egypt
Point on the Isle of Wight (just west of Cowes) to Stansore Point (east of the River Beaulieu) on the
mainland. The southern limit is contiguous with the northern boundary of the Port of Cowes Harbour.

2.80. Vessels bound to or from Southampton are regulated by ABP as statutory harbour authority for
the Port of Southampton. Vessels bound to or from Portsmouth are regulated by Portsmouth City Council
(the Portsmouth dock operator) and the Queen's Harbour Master (the Portsmouth Harbour Authority).

2.81. As the statutory harbour authority for the port of Southampton ABP has certain rights and
obligations in connection with the management of the harbour and control of navigation. These include the
right by statute to raise harbour conservancy dues on all vessels entering or leaving the harbour which are
charged in accordance with a published tariff.
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2.82. Where vessels operate from piers, wharves or quays owned by ABP, charges are raised for the use
of those facilities, together with any ancillary equipment, land or other facilities or services which may be
supplied. ABP provides, manages and maintains the dredged approaches and berths alongside quays within
ABP's Dock Estate, with their associated marine services. The Dock Estate includes amongst other berths
Town Quay, the Red Funnel terminal area and berths within the Eastern Docks.

2.83. Charges for ABP facilities vary according to use. For those port users who have high-volume or
regular business with ABP, or who require sole priority user terminals, ABP negotiates special financial
arrangements.

2.84. In the case of Red Funnel, total revenue to be paid to ABP in 1991 in respect of Isle of Wight
ferry operations is approximately £500,000, the aggregate of vessel dues for three ferries, four hydrofoils,
and all traffic tolls. About £100,000 of this amount relates to the fast passenger services.

2.85. At the end of May 1990 Cowes Express entered the market in direct competition with Red Funnel
for foot passengers on the Cowes-Southampton route. Cowes Express attempted to operate with one 280-
passenger side-wall hovercraft (SES), and had to cease operations one month after commencement. For
this service ABP agreed with Cowes Express an annual rental for Town Quay of £250,000, and a lump
sum of about £250,000 for vessel and passenger dues, with total payments in excess of this depending on
the number of passengers carried. Cowes Express was given permission to operate only for three months.
In July 1991 Cowes Express re-entered the market with three craft: two of 280-passenger capacity and a
smaller 80-passenger capacity back-up vessel. Cowes Express has arranged for the use of units 25 and 26
at Town Quay until December 1991 when it will have developed berth 45 in Ocean Dock within the
Eastern Docks as a permanent ferry terminal with priority, but not exclusive, use. For 1991 it was agreed
that harbour conservancy dues and pilotage charges would be based on ABP's published tariff: £90,000 per
annum to be paid for dock berthage dues; and passenger dues to be paid at the rate of 30p per passenger up
to 500,000 passengers per annum, 20p for each passenger from 500,000 up to 750,000 passengers and 15p
per passenger thereafter, subject to a minimum payment for berthage and passenger dues of £290,000 per
annum. Cowes Express has agreed to lease 2 acres of land from ABP for a sum of £90,000 per annum.

Portsmouth

2.86. The Dockyard Port of Portsmouth is controlled by the Queen's Harbour Master. Its western
boundary is contiguous with the eastern boundary of Southampton and its eastern boundary extends across
the mouth of Langstone Harbour and Hayling Bay on the mainland down to Sandown Bay on the Isle of
Wight.

2.87. Within the area of Portsmouth Harbour, Wightlink owns the freehold of the landing stage at
Portsmouth Harbour Station and is the statutory harbour authority for Portsmouth Harbour Railway Jetty.
Wightlink also has a lease and operating agreement with Portsmouth City Council for Gunwharf Terminal
which, inter alia, gives priority use of the facility until 2002. Portsmouth City Council is the statutory
harbour authority for the Continental Ferry Port, Flathouse Quay and the Camber area. There have recently
been discussions between Wightlink and Cowes Express about the use by Cowes Express of the Wightlink
jetty at Portsmouth Harbour. Wightlink told us that capacity was available at certain times, but the specific
timings and payment for use of the jetty had not yet been discussed. No operators other than Cowes
Express had sought to use Portsmouth or any of the other port facilities used by Wightlink. Apart from the
Wightlink services from Portsmouth Harbour station jetty (foot passengers) and Gunwharf Terminal (cars
and passengers), other services from Portsmouth are the Hovertravel service run from Southsea beach to
Ryde Esplanade and the Red Funnel hydrofoil service from Portsmouth to West Cowes. The Queen's
Harbour Master for the Dockyard Port of Portsmouth does not charge harbour dues for the use of the port.
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Ryde

2.88. Wightlink is the statutory harbour authority for part of Ryde Pier on the Isle of Wight and
Wightlink's Piermaster exercises powers within a small water area adjacent to part of the pier. The service
provided by Hovertravel is not subject to regulation by any particular harbour authority. It travels from the
water on to Ryde sands and thence to the Ryde Esplanade Terminal. As a hovercraft it is given a Civil
Aviation Authority Safety Certificate and a DTp Operating Permit.

Fishbourne

2.89. Wightlink is the statutory harbour authority for the terminal at Fishbourne.

Lymington

2.90. Wightlink is the statutory harbour authority for Lymington Pier and Wightlink's Piermaster
exercises powers within a small water area adjacent to the pier, subject to the overriding jurisdiction of the
Lymington Harbour Commissioners and their harbour-master.

Yarmouth

2.91. At Yarmouth, Wightlink has a commercial operating agreement with the Yarmouth (Isle of
Wight) Harbour Commissioners for the use of the linkspan and marshalling area at Yarmouth. Subject to
the maintenance of a scheduled service of not less than five ship arrivals and five ship departures per day
on 300 days per year, Wightlink has first call on the use of the berthing facilities.

Cowes

2.92. Cowes Harbour Commissioners control the port of Cowes, both East and West, which consists of
a number of privately-owned berthing facilities. Red Funnel owns the freehold of the terminal and
infrastructure at both East and West Cowes. Foreshore and water areas are leased from the Crown Estate
Commissioners. Cowes Harbour Commissioners publish a schedule of rates and dues for all inward traffic
to the harbour. In 1990 Red Funnel paid £53,388 in harbour dues which represented an 82.5 per cent
reduction for regular use. The 82.5 per cent ‘compound reduction' is payable one year in advance and
calculated on the basis of the previous 12 months' inward journeys. Cowes Express is not yet eligible for
the compound reduction, but received a 30 per cent reduction for the first three months in service and 60
per cent thereafter, to the completion of 1991. Subject to application and credit status, a ‘compound
reduction’' will be considered for 1992, payable in advance.

The legal obligations on port authorities

2.93. The right of entry to a port or to use its facilities is established in section 33 of the Harbours
Docks and Piers Clauses Act of 1847 and is incorporated in some of the local acts applying to the harbours
under consideration. The owner or operator of a port may not refuse access to any ship operator offering to
pay the harbour dues. A port authority may, however, be granted powers by Parliament to ‘appropriate' a
berth, ie limit its use to specific operators, and the right of entry is also subject to existing user rights and
other competing claims. Wightlink told us that section 33 of the 1847 Act did not apply to its statutory port
facilities at Lymington, Fishbourne or Portsmouth: ABP, however, told us that section 33 of the 1847 Act
does apply to ABP's facilities at Southampton. A harbour authority may also not be permitted to close a
part of its harbour, without statutory authority, possibly requiring further legislation, unless there is
provision for discontinuing any part of its undertaking in its special legislation. Wightlink and ABP told us
that there was no such provision for any of the port facilities under their control.
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2.94. Under section 31 of the Harbours Act 1964 written objections may be made to the Secretary of
State as respects ship, passenger and goods dues imposed by a harbour authority at its harbour. Under
section 27 of the Harbours Act 1964, certain other charges of certain harbour authorities are required to be
‘reasonable’. Wightlink and ABP confirmed that sections 27 and 31 of the 1964 Act applied to the port
facilities under their control and that a ferry operator could therefore object to the Secretary of State about
the charges they levied for use of these facilities. DTp acknowledged in evidence to us that disputes did
indeed occur from time to time over harbour dues between harbour authorities and users. Thus the
relationship may at times be one of conflict, a point underlined to us by Sally UK Holdings plc (Sally).

Opportunities for new entry

2.95. We were told that there was no spare capacity at Lymington or Yarmouth, and indeed little spare
capacity at Gunwharf Terminal or Fishbourne, for any additional car ferry operators. Both Wightlink and
Red Funnel provided us with details of sites where they suggest that there is scope for the development of
existing and new port facilities on both the mainland and the Isle of Wight. Each company has suggested
that there are numerous sites particularly on the mainland which would be suitable for terminals and to
berth vessels. Of the four sites on the Island suggested as possible new ferry terminals, other evidence we
received suggested that two were wholly unsuited to the purpose-one on the basis of safety and
accessibility, the other on the basis of its ownership and marine geography.

2.96. Sally gave evidence to suggest that the availability of suitable port and terminal facilities was a
major barrier to a new car ferry operation, and drew a distinction between the provision of car ferry and
passenger ferry services, for which there were fewer problems for potential new entrants. The company
confirmed that a new entrant would require terminal facilities convenient to intending travellers with easy
access to road, rail and linking transport services that were equivalent to those available at the termini of
existing operators. The company also emphasised the importance of having rights of access to berths at
peak as well as other times and expressed the view that new entrants faced particular difficulties
negotiating such rights with port operators where these were also ferry operators.

2.97. The cost of establishing a new ferry service between the Isle of Wight and the mainland would
depend on the type and nature of vessels to be employed and related requirements such as terminal and
linking facilities. We have seen one estimate that the initial investment required to enter this market with a
new single catamaran, new single car ferry, linkspans and terminal facilities is of the order of £20 million.
Increasing the fleet size to two ferries and two catamarans would necessitate further investment of over
£10 million.

2.98. On 7 September 1991 it was reported in Lloyd's List that Cowes Express intended to begin
operation of a passenger, car and freight service between Southampton and Cowes, as mentioned in
paragraph 2.6. The report stated that Cowes Express was expected to acquire three vessels for this purpose
from a Danish ship owner. Each vessel was reported to have a carrying capacity of 266 passengers, 64 cars
and 16 large trucks.
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