INTERIM REPORT IN THE CONTEXT OF THE HCC’S SECTOR
INQUIRY INTO COASTAL SHIPPING

FINDINGS, ISSUES AND RECOMMENDATIONS

Coastal shipping is a pivotal sector for the Greek economy, significantly contributing
to the country's tourism product while playing a key role in the country's social and
territorial cohesion, as the transport service provided thereby defines the geographical
continuity between mainland Greece and the island regions.

This Interim Report takes stock of the current state of play in the sector, focusing on
the analysis of market rules and the interactions between participants in order to
determine economic equilibrium, supply and demand issues, issues of institutional
and economic efficiency, which affect the existence and intensity of competitionin the
sector and, therefore, economic efficiency and consumer welfare.

In short, the key findings are as follows:

» Regarding supply and demand conditions

The demand for coastal shipping services in Greece stems from the need for
connection between the islands and between the islands and the mainland, providing
transport for passengers, vehicles and goods, as well as tourist transport. This is a
mainly derivative demand, affected by factors such as tourism, freight rates, island
population growth, agricultural and commercial activity, port infrastructure and the
quality of services provided.

Demand is highly seasonal, peaking during the summer months due to tourism. Island
residents and commercial transport ensure a more stable, inelastic demand, while
tourism demand is elastic. After the sharp decline due to the COVID-19 pandemic,
passenger and vehicle traffic is increasing again, reaching 17.25 million passengers
and 3.3 million vehicles on domestic sea routes in 2023.

Coastal shippingis served by about 299 vessels (247 conventional, 52 high-speed) and
216 companies, with Attica Group and Seajets dominating the market, together
accounting for approximately 60% of passenger capacity. The fleet is relatively old
(average age 25 years) and the integration of green technologies remains limited.

The main operating costs relate to fuel, payroll, maintenance, and insurance. Fuel
costs are the most significant expense, while large companies benefit from economies
of scale. Despite fluctuations, the industry is showing signs of recovery and



consolidation, with prospects for growth, provided that investments are made in
technology and sustainable shipping.

The process of organising the coastal shipping system and operating the coastal
shipping sector involves two different, often conflicting approaches:

» onthe one hand, coastal transport services have the characteristics of a public
service of generalinterest which, as such, must be provided at least adequately.

» onthe other hand, it is a productive activity which, as a marketed service, must
be at least economically sustainable.

Balancing these approaches is further complicated by the multitude of small and
remote islands in the Greek insular region, as well as by the highly seasonal nature of
transport demand in the tourism industry.

The liberalisation of the Greek coastal shipping market, a process that began in 2002,
and the gradual alignment of the Greek institutional framework with that of the EU,
brought about significant changes. With the aim of strengthening competition,
encouraging new entries to the market, and improving the services provided, State
regulatory intervention has been gradually reduced, and the market must address the
issue of adequate and sustainable coastal transport, with the state maintaining a
supervisory role and intervening where necessary. It is estimated that access to the
islands remains difficult, especially to small and/or remote islands, as the full
liberalisation of the market in terms of route choice has led shipping companies to
choose locations and service regularity solely driven by their business strategies,
which results in certain tourist destinations (e.g. Eastern Cyclades) enjoying higher
quality services (in the form of more, newer, and faster ships) compared to
connections that mostly serve less popular tourist destinations or less frequented
destinations.

When setting ferry transport prices today, the needs of the average service user (e.g.,
average passenger, island residents, transporters, etc.) or the current income situation
in the country seem not to be adequately taken into account, unlike tourists/visitors to
island regions, who, however, participate in the market only sporadically. State policy
seeks to deal with this issue by intervening on the demand side, subsidising part of the
ticket cost for island residents ("transport equivalent"). The Transport Equivalent
equals the cost of transporting passengers and goods by sea with the costs that would
apply to inland transport. Island-resident beneficiaries and island-based businesses
based are subsidised for the difference in the cost of transportation (ANIKO)."

L See Law 4551/2018 "Implementation mechanism, state supervision, general conditions for the

implementation of the Transport Equivalent (M.l.) and other provisions" (Government Gazette A116/02.07.2018
and Law 4832/2021 "Ratification of the code of legislation on integrated maritime policy in the island region
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» Regarding the institutional framework

The institutional framework governing the operation of the coastal shipping market
defines the procedure and conditions for vessel routing in the context of maritime
transport in Greece.

The existing framework, although it delimits the routing process in detail, it leaves
considerable scope for mitigating the intensity of competition on the basis of coastal
shipping companies’ business plans.

Atypical example is the provision in the legislative framework that, for the purposes of
the smooth functioning of the market, shipowners are required by the Ministry of
Shipping and Island Policy to adjust their ferry routes by agreement to the necessary
time intervals in the event of any need to amend the service operating declaration
submitted?. This established practice of the Ministry of Shipping and Island Policy for
approaching interested companies to reach an agreement between them on routes
operation, although common, leaves room for exchanges between competitors that
could lead to anti-competitive collusions. Indeed, in two relevant Decisions (Nos.
759/2021 and 793/2022) concerning the market for the provision of coastal transport
services on ferry routes, the HCC has found relevant price fixing agreements (by setting
minimum prices or a common commercial discount policy) and market allocation
agreements (by setting a plan or number of ferry routes), which distorted competition.
In Decision No. 759/2021, the HCC found that the anti-competitive agreement was
reached on the sidelines of successive contacts between the competing undertakings
and the Ministry of Shipping and Island Policy in the context of the specific legislative
provision.

A similar case of institutional provision that could possibly mitigate the intensity of
competition between shipping companies arises from the legislative provision
regarding the representation of a number of trade associations (e.g. Passenger
Shipping Companies Association - SEEN, EPE, SETK) in the Coastal Transportation
Council (SAS) and other advisory bodies of the industry.

In conclusion, the institutional framework of the market, and in particular the rules
governing the routing process, give rise to a market functioning that raises serious
concerns about the nature and intensity of competition, particularly with regard to the
rational design of the maritime transport network, the effective provision of quality
transport services and, ultimately, the prices of coastal shipping services.

Consequently, the modernisation of the institutional framework needs to be assessed.

and on the implementation mechanism, state supervision and general conditions for the implementation of
the Transport Equivalent" (Government Gazette A172/25.09.2021), as well as the dedicated website at
https://metaforikoisodynamo.gr/.

2 See Article 4 (4) of Law 4948/2022.



https://metaforikoisodynamo.gr/

In this context, we could discuss a possible change of the current regulatory
framework with a modern, dynamic, responsive and adaptive regulatory framework
that would not be based on the creation of incentives, which over time cause market
distortions, but on the creation of conditions for effective competition and continuous
market development in line with changing economic and social needs. Dynamic
regulation treats regulation as a recurring game in which the regulatory authority and
regulated companies face dynamic behavioural incentives subject to change
depending on the nature and timing of the regulation. Responsive regulation seeks to
create a middle ground between completely fixed regulatory rules and free conduct.
Adaptive regulation integrates learning from the past into the regulatory process. All
these dynamic approaches to regulatory policy emphasise the need to evolve
regulatory intervention in the present for the future.

» Regarding port substructure

Policy in the coastal shipping sector has focused mainly on the process of full market
liberalisation, with the main orientation being the provision of maritime transport
services and, in particular, the means of transport, i.e., ships. However, maritime
transport as a service is only one part of the maritime transport sector's value chain,
which operates in conjunction with other parts, such as port infrastructure. Improving
the efficiency of the shipping industry requires simultaneous management and
development of all the complementary components of the maritime transport
system.

Chronic deficiencies in the entirety of the country's port infrastructure, and especially
inisland ports, affect the provision of coastal shipping services, both in terms of supply
and demand, and are a hindrance to improving the sector's efficiency. The upgrading
of port facilities (extensions, reconstruction of passenger platforms, repairs to piers,
restoration of operational inshore depth, building facilities, etc.) will have a positive
impact, as, among other things, it will ensure easier access for ships, enhance safety,
streamline routes, improve passenger experience and satisfaction, etc. Indeed, in
recent years, state policy has set among its priorities to remedy the problem of
deteriorated Greek ports, using from various national and European funding sources?.

Furthermore, the need to reduce the fragmentation of port supervisory and operating
bodies and improve the efficiency of port authorities and port funds should be
assessed, with a view to creating strong, effective, and efficient port management
bodies in the country. The existing Harbor Funds may not have the expertise and
immediacy required for the maintenance and development of the infrastructure under

8 For example, through the National Recovery and Resilience Plan "Greece 2.0" and the Sectoral Program

"Fisheries, Aquaculture and Sea 2021-2027" of the "Regional Development Partnership Agreement 2021-2027"
("ESPA 2021-2027"). Also see in this regard C/2025/3982 COUNCIL RECOMMENDATION of 8 July 2025 on the
economic, social, employment, structural and budgetary policies of Greece (C/2025/3982).

4



their responsibility. It is considered appropriate to create port management and
operating bodies with sufficient size and human resources to be able to respond to
the daily operational needs of a port and sufficient expertise, which is necessary for
the formulation and implementation of a balanced development plan for their
facilities, for example, in the direction of the Evia Island Ports Authority S.A. (OLNE
S.A.), which manages and operates all the ports on the island of Evia.

However, as the relationship between ports and coastal shipping services is directly
linked and complementary within a single network value chain, the spatial model for
the development and upgrading of the country's ports should, in order to respond to
developments and meet the economic, social and territorial cohesion of the islands,
be integrated into a broader uniform system of coastal transport and supply,
creating the conditions for effective operational interconnection of the island regions.

Arecent development highlighting the relationship between ports and coastal shipping
services is the subject of a discussion by the Ministry of Shipping and Island Policy on
the development of a Sea Ports Time Slots System, in which peak times for ship
departures and arrivals can be auctioned and departure and arrival slots be reserved
to avoid simultaneous arrivals and departures at ports, i.e. similar to the in place in the
aviation sector®. The development of such a system is of great interest but requires
further consideration and careful planning in order to contribute to the effective
complementarity of ports and coastal shipping services, as well as to the
rationalisation of coastal shipping operations.

It should be noted that the direct and complementary relationship between ports and
coastal shipping services is expected to change significantly in the coming years,
shaping different growth prospects in maritime transport and different strategies of
interaction among participants, as well as different distributions of market power at all
network levels of the value chain. In this context, reference is made to the acquisition
of the ports of Igoumenitsa and Heraklion by the GRIMALDI group, which operates in
Greek coastal shipping through MINOAN on routes served by these ports (Piraeus-
Heraklion, Igoumenitsa-Adriatic ports) in competition with non-vertically integrated
groups (ATTICA, SEAJETS), while at the same time, there has been the recent vessel
routing to/from neighboring ports (Sitia, Rethymno) by these groups.

In any event, ports must function as intermodal hubs, connecting maritime coastal
transport with other modes of transport, such as road axes, airports, etc. Such
connectivity will ensure a smooth transition for passengers between different modes
of transport and will complete the integrated multimodal island transport system
required to fully meet the needs of island regions.

4 See MSIP website.



» Regarding the Coastal Shipping Network

A key prerequisite for improving the efficiency of the coastal shipping industry is the
creation of a sustainable coastal shipping network that takes into account the
geographical particularity of the Greek island region (e.g. number of islands, distances,
and size of islands), the business and strategic plans of shipping companies (e.g.
sustainability, competition, public service), island economic factors (e.g., tourism,
trade, local production) and the needs of islanders for reliable, fast, and affordable
connections to the mainland and the regional metropolitan and administrative
centers.

The coastal shipping network has been developed as a star network based around the
port of Piraeus.

Prior to liberalisation, the centralised structure of the coastal shipping network, with
Piraeus as its hub, had led to the development of routes that required ships to make
successive stops at many island ports, at the expense of service quality, especially
during the high-demand summer period when transport operations were intensified®.
At the same time, this topology did not serve the islands in a rational manner as, where
no inter-island transport connection was available between neighboring islands, it was
made only through Piraeus.

Today, the centralised structure of the coastal shipping network is the result of the
choice of route locations made by coastal shipping companies on the basis of an
indicative general coastal shipping network, as defined by law.

The redesign of the coastal shipping network on the basis of a hub and spoke network
with main routes to specific hubs and regional lines for inter-island connections has
been the subject of discussion, while relevant studies report improvements in the
efficiency of coastal transport services®.

In this context, it may be necessary to reassess the topology of the maritime
transport network in the light of new data on the functioning of the market mechanism
and competition among shipping companies. The design of a radial organisation of the
coastal transport system should be integrated into a broader, integrated multimodal
island transport system, with the aim of ensuring consistent, high-quality and regular

See Chlomoudis, K., Lekakou, M., Panou, K., Papadimitriou, E., Syriopoulos, Th., Tzannatos, E., (2007).
“Metadopéc: Aptnpieg lwngyla tavnold”, Papazisis Editions.

See, for example, Papadaskalopoulos, A., Christofakis, M., & Nijkamp, P. (2015). The coastal shipping network
in Greek insular space: Reorganizing it towards a “Hub and Spoke” system using matrices of flows and
connectivity matrices. European Research Studies Journal, vol.18(2), pp.29-44, Tsiotas, D., Polyzos, S. (2015),
Analyzing the Maritime Transportation System in Greece: A Complex Network Approach. Networks and Spatial
Economics, vol.15, pp.981-1010 and Chlomoudis, K., Lekakou, M., Panou, K., Papadimitriou, E., Syriopoulos,
T., Tzannatos, E., (2007) “Metadopéc: Aptnpieg wngywa tavnold”, Papazisis Editions.



connections between all the country's islands and achieving economic, social, and
territorial cohesion in island regions.

In this direction, the upgrading of port facilities on the islands, as mentioned above,
plays a central role in reshapingthe entire topology of the island transport
interconnection network, as the operational capacity of port infrastructure can create
conditions for the establishment of regional hubs and, by extension, serve as a tool for
changing the network structure.

» Regarding the coastal fleet and the green transition

The ageing of the Greek coastal fleet is a major challenge for the coastal shipping
industry. This problem is most acute in ships operating on medium and long-distance
coastal routes which actually meet the needs in the Aegean Sea, the average age of
which is 31 years’.

Since that all ships meet strict passenger and navigation safety requirements, a major
effect of the high average age of the fleet is the high operating costs of ageing ships
(e.g., repairs, fuel), which are passed on to passengers through higher prices.

This issue is growing by the fact that, in the context of the green transition, shipping
companies will have to either renew their fleet with new and/or younger vessels or
incorporate new anti-pollution systems and green technologies (e.g. exhaust gas
scrubbers, ballast water treatment systems) to comply with national and EU
environmental standards.

Investments by companies in the sector are therefore necessary. Whether and to what
extent the coastal shipping fleet will be renewed or upgraded depends on the cost of
upgrading existing ships to meet environmental standards, the cost of replacing them
with new or newly built ships and the current financial situation of companies
operating in the industry. There may be a funding gap at either the individual company
level or the overall industry level to cover the total investment cost.

However, in any event, regardless of any vessel upgrading or renewal and regardless of
whether there is a funding gap or not, the upcoming investment activity in the sector
opens up a nhew scope for competition, which will determine how the shipping
market will evolve in the near future. Future investments will determine new capacities
and qualities and, by extension, will redefine locations and prices.

In the context of the imminent investment competition between shipping companies,
the financing of the necessary investments is also a critical variable, as it will

7 Law 4948/2022 caps the age limits for ships at 30 years, but allows for exceptions based on compliance with

specific safety standards.



ultimately determine the position of existing companies in the new market and any
possibility of new entries to the market.

To this end, the Ministry of Shipping and Island Policy has recently begun to explore (a)
the technical and technological solutions available for modernising ships in terms of
energy efficiency, safety, and sustainability®; and (b) the development of Public-Private
Partnerships (PPPs) that will create the appropriate financial framework to support the
transition to green ships®. It is proposed that this planning be carried out with a view to
providing incentives for new players to enter the market.

» Regarding the supervisory governance of the industry

With regard to coastal transport services, supervisory powers are exercised by the
Ministry of Shipping and Island Policy and the Hellenic Coast Guard which, through the
Directorate of Maritime Transport, is responsible for managing the coastal transport
network, the setting of passenger and vehicle fares, the creation of the institutional
framework for maritime transport and its alignment with EU law.

Since June 2001, at the start the liberalisation of maritime transport services with the
enactment and publication of Law 2932/2001, the landscape of market surveillance
bodies for coastal transport services has been modified and reshaped many times,
often signaling a change in coastal transport policy within the general framework set
out by EU law. With regard to the supervision and regulation of maritime cabotage
services, the Maritime Transport Regulatory Authority, which was established by Law
2932/2001 to monitor and control the functioning of the market, was abolished by Law
3260/2004, and with regard to the supervision and regulation of port infrastructure, the
Public Ports Authority, which was established in 2016 as an autonomous and
independent service unit of the Ministry with administrative and financial autonomy,
was abolished in 2020, and its responsibilities were transferred to the Ministry. The
Public Ports Authority, which was established in 2013 within the then Ministry of
Merchant Shipping and for the Aegean as an independent public authority with
administrative and financial autonomy, supervised by the Minister of Merchant
Shipping and for the Aegean, was subsequently converted into an independent
authority, while Law 4770/2021 limited its powers.

The continuous restructuring and change of market surveillance bodies for maritime
transport in Greece does not foster the creation of a stable supervisory landscape,
without overlaps and potential conflicts of competence, and a coherent regulatory
framework, a situation that the recent codification of Law 4948/2022 attempts to

Study on the green transition of coastal shipping and the replacement of the passenger shipping fleet and the
reduction of the CO2 footprint. See the website of the Ministry of Shipping and Island Policy.

The PPP project “Consultant for the Pre-feasibility study for a Green Ferries PPP”. See the website of the
Ministry of Shipping and Island Policy.



mitigate to some extent. However, this effort is hampered by the fragmentation of
responsibilities in its implementation at the level of supervisory bodies. (see Section
V.6)

Furthermore, as noted above, both the composition and the functioning of the Coastal
Transport Council (CTC) raise concerns, in the sense that it is a multi-factor collective
advisory body for whose operation there does not appear to be a general and
comprehensive framework of rules and principles which the members of the CTC must
take into account when formulating their opinion, in order to ensure the principle of
equal treatment and transparency and to resolve any conflicts of interest.

In view of the above considerations, and in order to ensure more rational governance
of the now complex operation of the coastal shipping industry across its entire value
chain, it is deemed appropriate to have a regulatory and supervisory body that will
ensure the smooth functioning of the market and compliance with the institutional
framework, and will plan and develop the sector.

» Regarding public service contracts

The need to meet the connection and interconnection needs of island regions,
especially during the winter period of low demand, makes public service contracts
with route subsidies necessary, to ensure the territorial cohesion of the country.
However, their costs have increased by 1400% since the market was liberalised (from
€10 million per year in 2001 to €150 million in 2025) and the number of routes is (and
will be until 2029, based on current planning) 75. In other words, it appears that the
corrective supplementary mechanism of public service contracts (under lease) is a
common way of meeting the needs of island regions.

This fact demonstrates, on the one hand, the inability of the entire existing coastal
shipping market to resolve the central issue of serving the Greek islands and, on the
other hand, the ineffective use of the intermediate stage of concluding exclusive lease-
free contracts.

In other words, for routes where there were no regular routing statements, the law
allows the State to conclude a public service contract, following a tendering
procedure, for the exclusive operation of the route by a company without a lease for 1
to 5 years, this option is not opted for by shipping companies. The latter prefer the
option provided for in the next stage of the law, nhamely the conclusion of a public
service contract for the operation of the route by a company in return for a lease
(subsidy), which is determined following a competitive tender, with contracts lasting
from 1 to 12 years, on routes for which there have been no regular service statements
and no interest in signing a public service lease-free exclusivity contract (non-
commercial unprofitable lines).



It can reasonably be concluded that this intermediate stage is bypassed by shipping
companies due to a disincentive introduced by the legal framework itself, which allows
for emergency services on routes covered by public service contracts, as well as the
possibility of late services on such routes, effectively canceling the exclusive operation
of such connections with significant uncertainty for the contracted company as to the
economic viability of the route, and resulting in a significant increase in the total cost
to the state budget to cover the needs of the island region, according to the data
presented above in Figure 25. Furthermore, however, the fact that this corrective
supplementary mechanism for subsidised public service contracts is now necessary
to cover island regions is, in itself, indicative of the ineffectiveness of the current
structure of the maritime transport market, at least as in terms of serving the Greek
islands. The state is currently limited to partial price regulation, in the form of setting
price caps for coastal connections with limited passenger traffic, supporting islanders
with transport subsidies, and corrective intervention and subsidisation of coastal
transport through the mechanism of public service contracts.

In this context, it is appropriate to further examine the framework of public service
contracts, considering the incentives and any disincentives created by the existing
legislation, which routes are in fact unprofitable and need funding as well as the
competitive procedures for contract awarding.

» Regarding the economic, social and territorial cohesion of the Greek
islands

The overall management of the issue of economic, social, and territorial cohesion of
the country's island regions seems focused on maritime transport rather than on a
combination of maritime and air transport.

The geographical particularities of island regions require the consideration of an
integrated multimodal transport system for islands, i.e. a single transport system
linking coastal maritime transport and air transport with airplanes and, as far as
possible, with seaplanes and helicopters.

The development of such a broader system for island transport, integrating the
maritime and air transport (airplanes, seaplanes, helicopters) network value chains as
subsystems requires a different, holistic approach to the concept of transport and,
above all, a single central planning and implementation body.
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NEXT STEPS

The Interim Report reflects the structure of the coastal shipping market, the
determinants of supply and demand, the parameters of competition, the institutional
framework, and the rules governing business choices and market player behavior.

This Interim Report highlights inefficiencies and possible distortions in the functioning
of the market, which require further investigation. At the same time, by presenting
concerns and putting forward preliminary views and proposals, it seeks to trigger a
genuine and open dialogue with the competent authorities and stakeholders, with the
aim of strengthening competition and finding the necessary balance between the
economic sustainability of market players and serving the broader public interest.

In view of the above, the EA invites all interested parties to contribute with their
views on the issues under consideration herein by submitting written comments
by November 14 and/or by participating in a dedicated teleconference that will be
held within the first half of November. The exact date of the teleconference will be
announced shortly.

The views of interested parties will provide valuable guidance for the preparation of the
Final Report.
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