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Introduction

The scope of the study is to document the contribution of the coastal maritime sector to the Greek
economy, considering also the catalytic effects associated with the development of:
- tourism,
- agriculture and
- manufacturing
 in the Greek islands. Additionally, the study examines the main issues related to the utilisation of
the  sector’s  potential.  The  study refers  to  all  passenger  coastal  maritime  activity,  except  of
ferries operating on small distance routes. 

The Greek Coastal Maritime

The  Greek  coastal  maritime  is  among  the  largest  in  Europe  due  to  the  vast  number  of
interconnections among the mainland and the island regions.  The large shipping companies
operate a modern fleet with large capacity, as a result of investments in new ships and scrapping
older ships during the past decade. 

The Impact of the 2009 Recession

Since 2009 the coastal maritime sector has been negatively affected by higher 
- oil prices and
- a vertical drop in passenger traffic,
due  primarily to  the  recession of  the  Greek economy and,  to  a  lesser  extent,  of  the  European
economy. In particular, the demand for coastal services has declined by 24% for passengers and
31% for vehicles respectively over the period 2009-2012 (with an indication of stability in 2013
coming from the data for the first nine months of the year), whereas the fuel cost comprises more
than half of the total turnover in the sector. The effort to adjust to these exogenous shocks was
hampered by limitations of the regulatory framework. These developments are reflected in the
adverse financial outcome of the sector, in which 
- the contraction of the turnover along with
- the substantial increase in operating expenses
has resulted in large losses. Meanwhile, the  reduced liquidity in the sector is accompanied by
increased debt burden. Therefore, the sustainability of some shipping firms as well as the capacity
of the current operating scheme to provide the required coastal shipping services over the coming
years is currently under threat, despite the improvement of the financial indices in 2013. 

The likelihood of shipping company closures due to the adverse economic environment in the 
coastal maritime sector will have negative repercussions for the Greek economy. This is due to the 
substantial contribution of the sector to the domestic economic activity through passengers and 
freight transportation services as well as from its supportive role in other economic activities, 
mainly in the island regions. 
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The impact of Greek Coastal Maritime on the Greek Economy

The economic impact from the demand for domestic coastal shipping services in 2013 in terms of
GDP is estimated at €1.5 billion, whereas the contribution in employment is estimated at about
21,400 jobs, of which about 5,000 jobs correspond to the employment in the sector (direct effect).
However,  the  contribution  is  substantially  higher  when  we  also  consider  the  catalytic  effects
associated with tourism and the growth of primary and manufacturing sector in islands. 

The economy of the islands is based on tourism, trade and agriculture,  i.e.  sectors that depend
strongly on the smooth interconnection of the islands to the mainland. By combining the direct,
indirect and induced benefits from the demand for coastal services in the domestic routes along with
the catalytic effects, the total contribution in GDP terms is approximately €11.8 billion or 6.5% of
Greek GDP, while in terms of employment it accounts for about 260,000 jobs (7.2% of the total
workforce in Greece and about half of the total employment in the Greek island regions). 

Given the current market conditions, the rationalisation of the sector’s capacity and the coastal 
transport network are necessary. The negotiations of some coastal shipping firms with the domestic 
banking institutions for debt restructuring is considered as a first step towards the sector’s 
recovery. 

In order for the sector to adjust in the current market conditions, the continuous reduction of the 
operating costs, along with the maintenance of best possible quality transportation services, 
should be the primary objective. 

In the short-term, some measures on the demand side, such as the reduction of surcharges imposed
on fares, can be beneficial, yet quite a few elements of the regulatory framework in the coastal 
maritime sector should also be re-examined. 
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Proposals for the Restructuring of the Maritime Transport Network

The maritime transport network should be reorganised in order to serve best the existing needs 
and at the same time to utilise better the funds provided for the compensation of public-service 
lines. This means that an assessment of the existing subsidised coastal routes is necessary taking 
into consideration the following issues: 

- Are the coastal transportation needs covered by the existing commercial routes?
- Are there alternative connection means (e.g, roads between the ports of the same island)?
- Do the routes fall under the minimum connection requirements?
- What is the cost per passenger?

Additionally, the reorganisation of the coastal maritime system implies that the calls for expression
of interest on coastal routes could take place more than once in a year. 

Re-examination of the compensation system for “public service obligations” across all means of 
transportation (sea, air, etc.). The proposed abolishment of the surcharge in favour of the public 
service lines, which distorts the coastal maritime market (through cross-subsidies), implies that the 
compensation awarded for the execution of public services should be re-assessed in total, so as to 
ensure that the resources from the State Budget are distributed, treating all users equally. Studies
have underlined the lack of appropriate planning with regard to this issue. For instance, in some 
routes the level of compensation is disproportionally low, while overlaps have been observed 
among coastal and air routes, as well as among air-transport public service obligations and 
profitable coastal shipping routes. 

Along with the re-design of the coastal network the potential of establishing regional transit hubs
that enable the fast correspondence with smaller islands – in combination also with other means of
transportation (e.g.  buses,  airlines,  seaplanes) – should also be examined in detail.  However,  it
should be underlined that such initiatives face numerous obstacles (e.g. complexities in handling
passengers and luggage). 

Improvement of processes: 
a) Commercial route applications 
b) Choice of vessels used on public service routes, 
c) Compensation for executing public services,
d) Tender terms for public service routes based on criteria with regard to seasonality, capacity of 
vessels and introduction of quality criteria (such as speed, comfort, fares, etc).
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Proposals for Reduced Operating Costs

The following indicative policy proposals would be helpful to consider towards this direction: 

Given that the fuel cost is to a large extent exogenously determined the operating costs can be
reduced, by:
- lowering the crewing costs (for instance, through subsidies of the social security contributions), -
changing  the  on-board  staff  composition  requirements  to  be  adequately  matched  to  the  real
operation needs of the vessels and
- abolishing the requirement for adequate knowledge of Greek for the crew that is not in charge –
  according to the international standards – of duties related to safety. Additionally,
- reducing the period of compulsory operation in regular routes (with a compensation for providing
   public services, reduction of the period of compulsory seamen employment and provision for
   unemployment benefits) would also help in this direction. 

- Consider the possibility of abolishing the surcharges that support public service lines, the
  reduction of fees for port use where the reciprocating services are lacking as well as the
- revision of the obligatory discount scheme for certain user categories.

- Examine the possibility to reduce the VAT rates on coastal fares for passengers and vehicles.
  Using three different scenarios, we estimated that the reduction of the VAT on passenger and
  vehicle (cars and motorcycles) fares could – under certain conditions (e.g. full pass-through of the
  VAT reductions onto fares) – increase the demand for coastal services. 

This is expected to have a positive impact both on the sector and the economy of the Greek coastal
regions due to a boost in the number of visitors. Additionally, any losses in revenues from the VAT
reduction  could  be  counterbalanced from  potentially  higher  tax  revenues  resulting  from  the
increased economic activity in the Greek island regions, provided that the new demand in the island
regions does not reduce tourism demand elsewhere in the country and tax-evasion does not erase
more than 60% of the potential tax revenue gains in the Greek islands. Therefore, under certain
circumstances the reduction of the tax rates on passenger and vehicle fares should not have negative
fiscal implications. 

-  Modernisation  of  the ticketing  system:  The  gradual  adoption  of  new  technologies  by  the
consumers, along with an upgrade of the IT systems of the shipping firms and adjustment of the
regulatory framework could facilitate the use of e-tickets in the maritime sector, as in the case of
airlines. With the necessary adjustments and under the condition that any issues arising are resolved
the services provided to passengers could improve further, while the shipping firms would be able
to make savings  and at  the same time extend the implementation  of  dynamic  pricing  systems,
allowing them to manage their revenue streams more efficiently.

Conclusion

In conclusion, the contribution of the coastal maritime sector to the Greek economy is substantial,
yet  the  preservation  and  the  expansion  of  this  impact  depends  to  a  large  extent  on  the
implementation  of  structural  and  sector  policy  measures.  These  policies  should  aim  at  the
minimisation of the costs for the supplied maritime services, so as to ensure the sustainability of the
sector, without sacrificing the quality of these services 


