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Background. 
 
 The definition of insanity, the old joke goes, is doing the same thing over and over and expecting a different 
result.  The Whatcom County Council is about to impose yet another exorbitant fare increase on users of the 
Lummi Island Ferry-- the fourth substantial increase in four years. It should be evident to everyone that raising 
fares year after year does little to raise revenue, but it does great harm to the Lummi Island community, and it 
puts downward pressure on County property tax revenues.  

 
Like the last three annual rate increases, those currently proposed represent significant percentage increases 
over current fares. Unlike the previous hikes, which mitigated some of their impacts with considerable savings 
on multi-ride passes, the current proposal is specifically designed to reduce or eliminate the cost savings from 
multi-ride tickets.  
 
The twelve fare options developed by Public Works cluster around a much higher mean multi-ride passenger 
fare of $4.33 (a 270% increase over the present $1.60), and a new average multi-ride vehicle/driver fee of 
$10.55 (a 65% increase over the present $6.40).  This would bring the cumulative fare increases since 2006 to 
about 440% for a multi-ride passenger fare, and about 170% for a multi-ride car and driver fare. At present the 
Council seems to favor Option 6, which would raise multi-ride pedestrian and vehicle fares even higher to a 
whopping $5.60 and $11.00 respectively.  
 
The cumulative social and economic costs of the proposed fares on Island families, businesses, employers, 
customers, and property owners have consistently been dismissed as inconsequential. The failure of large fare 
increases to increase revenue has repeatedly been demonstrated.  And the likely dip in future property tax 
revenue from predictable drops in Island property values has never been taken into account in assessing the 
overall fiscal impact of fare hikes.  
 
Based on past experience none of the projected revenue scenarios has any chance of achieving the target 
revenue goals over the long term. And even though none of the three previous fare hikes has solved the 
alleged “problem,” alternative strategies of trying to improve revenue by lowering fares, leaving them the 
same, or making rate increases very much more modest  have never been explored. Why is the Council even 
considering another major fare increase when the strategy consistently fails to deliver the desired results? 
 
A few months ago Councilman Mann wanted Islanders to “just tell him how much we are willing to pay” for 
continued ferry service. All anyone should need to know is that for Islanders every crossing is a conscious 
economic decision about benefits and costs. We are not a self-sufficient community. Everything revolves 
around the ferry fares and schedules that connect Lummi Island to the rest of the County—and which connect 
the rest of the County to Lummi Island.  
 
The correct question is not “what price are we willing to pay?” The correct question is “what proportion of our 
incomes are we willing to pay?”  Once you understand the difference between these two questions, discussed 
further below, you will understand why raising fares is rarely an effective strategy for raising revenue in 
transportation systems. 
 
A brief note on economic theory 
Economic theory provides a straightforward explanation of why raising fares has a limited effect on raising 
revenue in transportation systems. It is because a fare increase prompts two kinds of consumer responses: a 
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relative price effect (we substitute something cheaper for the thing that just got more expensive) and an 
income effect (we buy less of the thing that now takes a larger chunk of our income).  
The relative price effect is well known, and explains why each fare increase has caused more and more people 
to shift from single-ride tickets to multi-ride tickets and from drive-on to walk-on passages. If this substitution 
of relatively less expensive for relatively more expensive were the economic response, chances are that raising 
fares proportionally on both vehicle and pedestrian tickets, as presently proposed , might actually raise 
revenue. However, there is another, larger response at work —“the income effect”-- that changes the picture 
dramatically. 
 
The income effect arises because significant price increases make us feel poorer, so we “tighten our belts” to 
keep the proportion of our income going to various needs constant. We cut back sharply on the services that 
get more expensive. The larger the proportion of income we spend on a budget item, the more we are forced 
to economize on it.  When you raise fares you are not just raising the cost of one ride. You are raising the entire 
annual expenditure on ferry services by that percentage. In the case of the current proposals, that is a huge 
economic burden. Consider:  
 

 
 
 
 
 

 
Social and Economic Impacts of Proposed Rates 
 
In the short run passengers who have not already done so will ride the ferry less often, use multi-ride tickets 
more often, and ride as pedestrians more often. For the first six months to a year after the proposed fare hike, 
revenue is likely to increase until people can make longer term adjustments in their lifestyles and behavior. The 
ability to make long-term adjustments will vary among island subgroups.   
 
Renters, with the shallowest roots in the community, will find it expedient to move off the island relatively 
quickly, as leases permit. Over time, significant numbers of daily commuters, who make up about a third of the 
island population and who bear the biggest burden of ferry fares, will also leave the island. They will be 
followed by an increasing number of retirees on fixed incomes, who have already taken big economic hits from 
the 2008 financial collapse and previous fare increases. Over time the incentive to move away will affect every 
full-time resident, and will be amplified by the growing expectation of large, inevitable annual fare increases 
with no apparent upper limit and over which Islanders feel they have no control.  
 
The number of daily vehicle commuters will gradually decline over time, and revenue will decline from its early 
peak. A new equilibrium will be reached with a much smaller number of daily commuters, a greater proportion 
of walk-ons, and fewer riders overall. Fewer businesses will be willing to deliver goods and services to the 
island, and those that do will charge more. At the end of the day, fare revenue is unlikely to be significantly 
greater than under current fares, yet many families will have been seriously displaced. 
 
Individual decisions to buy land, build, and live on Lummi Island were all based on a hundred-year fare and 
schedule history.  Just like mainland residents, Islanders have reasonable expectations that their transportation 
expenditures will remain a predictable proportion of their household incomes. Every time fares rise, the County 
breaks a long-standing trust, confounds carefully planned family budgets, and forces Islanders to cut back on 
ferry usage and give up other necessities.  
 

Under the current fare proposals a typical working family of four 
with two commuters could easily be looking at ferry expenditures on 
the order of $500 per month, compared to only $200 five years ago.  
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Marine highways are the foundation on which the Northwest economy was built. Yet this Council has attached 
itself to the bizarre notion that Island residents and visitors should pay disproportionately for the marine 
“road” that connects Lummi Island with the rest of the County.  There is no more justification for assigning a 
special category of Public Works expenditures to the ferry than there is for putting tolls on every County road 
and bridge, or charging only victims for fire and police services.  
 
Social and economic impacts of proposed fare increases 
 Many residents will leave the island. 
 Daily commuting will become increasingly unfeasible 
 Rental properties will be increasingly vacant, posing new financial burdens on owners. 
 Lower and middle income families will leave the island. 
 School enrollment will drop. 
 Island businesses, always at the margin, will lose customers. 
 Island workers will lose jobs. 
 Islanders will spend less money in the county economy.  
 Property values will drop, reducing island tax revenue for the County. 
 Total fare revenues will decline substantially after an initial rise . 

 
Summary  
Given the strong incentive for ferry users to maintain their total ferry expenditures as a fixed proportion of 
their budgets, there is a fairly rigid limit on the amount of revenue that can be extracted from fares. The string 
of economic and social adaptations triggered by the proposed increase is likely to unfold over a considerable 
period. Early revenue gains will occur but will be largely transitory, followed by a long period of decline. Island 
residents will suffer severe displacements. The expectation of ever-rising fares will amplify and accelerate 
migration away from the Island and continued losses in annual ferry and property tax revenue. 
 
Recommendations  
Even if all the new costs allocated to the ferry were legitimate (which few Islanders believe), another massive 
fare increase will not raise revenue enough to cover them, especially in the long run. A more moderate 
approach based on solid principles and lessons learned from previous rate hikes would have as good a chance 
of success in raising revenue as the proposed scenarios, while having a much smaller negative impact on the 
community. The two pillars of such an approach would include: 
 

1. A modest increase in pedestrian multi-ride fares to $2.60 (a $1 increase). 
2. A modest decrease in vehicle 10-ride fares to $64 from $72 ( same $/ride as 25-ride)’’ 

 
This combination of changes will make vehicle passage slightly more attractive than under current rates, 
encouraging more vehicle traffic, making more efficient use of ferry capacity, and modestly increasing revenue. 
A one-dollar increase in pedestrian fares is small enough not to evoke large changes in behavior,  yet still offers 
considerable savings over the vehicle fare, and will increase revenue modestly with minimal social 
displacement.  
 
In addition to these adjustments, a number of other management reforms are recommended:  

1. Manage costs more aggressively. 
2. Adopt appropriate accounting practices. 
3. Manage fares for affordable access, predictability, and optimal mobility, not revenue targets. 
4. Limit periodic fare increases to very small (“under the radar”) percentage changes. 
5. Adjust fares and schedules to keep the ferry “mostly full most of the time.“ 


