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1 Introduction  

1.1 Subject Selection  

EPTA (European model for Public Transport Authority as a key factor leading to transport 

sustainability) is a European Territorial Cooperation project funded under the  INTERREG IVC EU 

Programme which commenced in January 2012. The Interregional Co-operation Programme 

INTERREG IVC, financed by the European Union’s Regional Development Fund, helps Regions of 

Europe work together to share experiences and good practice in the area of innovation, the knowledge 

economy, the environment and risk prevention.  

The overall objective of EPTA is the transfer of experience, knowledge and good practices about 

Public Transport Authorities. The focus within EPTA is to assist small rural areas and medium sized 

urban areas that are considering developing PTAs. This is aimed at increasing public transport 

sustainability by focusing on environmental, energy and economic aspects, through the identification 

of appropriate “model(s)” for a PTA as a powerful tool of governance. The EU has established policy 

goals to achieve a more sustainable transport system. (European Commission, 2011)  The complexity 

of meeting the mobility needs of all its citizens requires a clearer vision and an effective and co-

ordinated governance approach. It is important for policy makers and local governments to co-ordinate 

competences among different stakeholders at different levels within a clear and proper policy 

framework. 

This European initiative takes place in an ideal period for THEPTA as it is at a critical stage of its 

transformation from a simple supervisory board in a modern European Public Transport Authority. 

Taking into consideration the challenge of a deregulated market for passenger transport services 

following the European Regulation 1370/2007, THEPTA conducted a feasibility study entitled 

"Tendering and awarding the bus transport services in Thessaloniki" where the legal framework and 

the market conditions in the city of Thessaloniki were analyzed.  

  

http://www.interreg4c.eu/
http://www.interreg4c.eu/
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1.2 Objectives of the study 

The main objective of the current study is to identify the alternative scenarios for tendering and 

awarding the bus transport services in the area of responsibility of THEPTA, namely the Regional 

Unity of Thessaloniki. This will be achieved through the analysis of the existing legal framework 

based on local conditions, the existing knowledge and the good practices provided by the European 

experience. Through this study THEPTA is aiming to improve its skills and its competences in order 

to meet the requirements of a deregulated public passenger transport and being prepared to tender and 

award public transport services.  

1.3 Transport Policy Goals 

The White Paper of the European Union entitled ‘European transport policy for 2010: time to decide’, 

set the goal to provide safe, effective and high quality passenger transport services through regulated 

competition. In order to achieve the above objective, a public transport authority has to take important 

decisions and make strategic choices in many areas. In this framework, THEPTA examined the most 

important strategic choices, noting however that in this primary stage the policy objectives were set 

without taking into account the constraints arising from the local conditions, avoiding with this way an 

underestimation of the potential improvements at an early stage.  

In this sense THEPTA presents below in Table 1 the general guidelines of the transport policies 

incorporated in the present study concerning not only exclusively transport issues but also the 

necessary social dimension of transport and urban policies such as social cohesion, environmental 

protection and economic development.  

Table 1: Transport Policy Goals 

Transport policy Increase the share of public transport  

Ensure mobility  

Promote alternative modes of transport (walking, cycling) 

Traffic Safety 

Social policy Protect people with limited mobility 

Protect people with low incomes 

Protect young and elderly people 

Environmental policy Reduce emission of pollutants  

Noise reduction  

Protection of vulnerable rural areas 

Regional development Land-use policy  

Rational Regional structure 

Rational  Infrastructure policy 

Budgetary aspects Increase public transport budget 

Use incentives to enhance efficiency  

Willingness to bear risk by the authority 
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1.4 Methodology 

The study is based mainly but not exclusively on the methodology proposed in the study 

commissioned by the Directorate General for Energy and Transport of the EU (European 

Commission-DG TREN) entitled «Contracting in urban public transport» (2008). 

More specific, the first chapter sets the policy objectives of the public transport authority in a 

strategic level and then presents the current legislative framework, the procurement procedures 

concerning public transport, the possible legal forms of public transport authorities and operators and 

analyses the alternative ways of risk allocation, which determines the type of contract with the 

operator. 

In the second chapter the local market is defined for the area of interest. This includes the 

presentation of the existing transport operators, the transport characteristics in the region and 

concludes with the discussion about the local restrictions.  

Finally, in the third chapter, based on the previous analysis, the alternative scenarios are presented 

and the dominant scenarios are highlighted for the city of Thessaloniki.  

The study concludes with some important remarks while presenting-in two annexes-the best practices 

from other European Union countries and the partners of the project used for the study. Additionally, 

are presented the opinions of distinguished experts coming from the industry and the academy through 

their answers to a standardized questionnaire. 
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2 CONTRACT REGULATORY FRAMEWORK 

Aiming to identify the best scenario for tendering and awarding the transport services by bus in the 

city of Thessaloniki, at the first chapter of the study are presented the current legislative framework 

and the crucial answers to the following questions that have to be answered by the competent 

authority: 

- What are the possible forms that a transport authority can take and what are the appropriate 

competences that should have? 

o How should be organized the infrastructure ownership? 

o Who will be responsible for the transport network planning? 

- Which are the possible operator types? 

- Which is the optimal risk allocation between the contracting parties, and hence the optimal 

contract type? 

- Which are the alternative procedures for awarding the contract? 

- How is the compensation of the operator calculated? 

- How is achieved the transition from monopoly to effective competition? 

 

2.1 The Regulation 1370/2007 and the transitional provisions 

The passenger services until recently constituted a monopoly (either state or franchised in the form of 

exclusive right to private or semi-public company). A crucial point for tendering and awarding public 

passenger transport was the adoption of Regulation 1370/2007, introduced by the European Union, as 

a mandatory harmonized regime for service contracts by all Member States (Articles 1 § 1 and 5 

paragraph 1 of Regulation 1370/2007).  

This scheme is based on the principle that, in order to organize the public passenger transport services 

in a manner that best suits the needs of the public, all competent authorities should be able to freely 

choose the operators of the transport services (preamble, paragraph 9). Free choice does not necessary 

mean competition, since the Regulation recognizes cases of legitimate direct award. However, the 

Regulation requires mandatory contract between the authority and the operator (Article 3 paragraph 1 

of Regulation 1370/2007), to ensure compliance with the fundamental principles of EU law (principle 

of transparency, equal treatment, protection of free competition, principle of proportionality when 

compensation is calculated or exclusive rights). Reasonably, the regulation recognizes that "the type 

and the title of the contract may vary according to the legal systems of each Member State". 
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2.2 Alternative types of Award 

According to Article 5 of Regulation 1370/2007, the public transport authority has the opportunity to 

choose the specific type of contracting the provision of public passenger transport. Below the main 

types of awards are analysed and Table 2 presents some examples from different European cities: 

Scenario 1: in-house award 

The public transport authority decides to provide its own passenger transport services by using its own 

means (vehicles and staff). Alternatively, the public transport authority can award direct provision of 

passenger transport services to a third party, independent of the authority, on the condition that the 

authority controls it, similarly as it was its own department (internal operator, in-house award). In 

order to legitimize an in-house award, the cumulative conditions must be met set in Article 5 

paragraph 2, points A to D of the Regulation, as these specific requirements are interpreted by the 

European Court of Justice (see indicatively Case EU, WEU WEU C-107/98 Teckal C-458/03 Park 

Brixen). Briefly is mentioned that the lesser the freedom of action that the internal operator has, the 

more is accepted the existence of an in house award, without requiring the legal entity of the operator 

be 100% publicly owned. 

This kind of award is a widespread form of organization of urban transport in Europe. However, 

because of the different historical conditions and the legislation of each country the final form vary 

considerably. For example, the French law is governed by the principle of public initiative, meaning 

that for transport (except the area of Paris) the public authority, and not the market, will decide to 

award the services. In the contrary, the German law is governed by the principle of market initiative, 

giving the right to any interested economic entity to provide passenger transport services on the 

condition that it meets the requirements set by the state and then it is authorised with the appropriate 

license. 

Scenario 2: Competitive tendering 

The public transport authority chooses to award the provision of passenger transport services through 

competitive tendering process to an individual entity. In this case the authority firstly identifies if the 

procurement falls within the scope of European procurement directives or if instead falls within the 

scope of Regulation 1370/2007 (see below under particular chapter Selection of the Tendering 

Legislative Framework) and then select the specific tender procedure. 

So, if the procurement falls within the scope of Regulation 1370/2007, the award is organised as an 

open public tender in accordance with the general principles of public procurements (transparency, 

fairness) while allowing (unlike the classical open procedures of Directives 2004/17 and 2004/18) 

negotiations with one or more preselected candidates in order to determine the way to satisfy special 
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or complex requirements in a manner  to meet the contract requirements (see also recital 22 in the 

preamble to Regulation 1370/ 2007). This is the an open procedure with negotiation, as it is named by 

the Regulation, competitive tendering, which is not requiring strict conditions as the European 

Directives regarding matters of deadlines, selection criteria and contract award criteria. 

Table 2: Award procedure in different cities  

Award procedure  City Distinctive/remarkable elements 

Quality partnership within 

free market 

Leeds ♦ No formal process, typically mutual agreement authority 

and (incumbent) operator 

Competition for market 

initiated authorizations 

Wittenbergh ♦ ‘Competition for exclusive authorisations to operate 

commercial routes’. Fixed price -> competition only 

through quality, 3 networks. State aid issue because of fixed 

price mechanism outside Regulation 1191/69. 

(Functional) tendering of 

network contract 

Elmshorn, Haarlem 

Halmstad, Oviedo 

Grenland, Santiago de 

Compostella, Trieste, 

Sundvall, 

Parla/Madrid 

♦ Elmshorn: functional tendering, 4 bids  

♦ Grenland: minimum specification allowing bidders to 

present better value  

♦ Santiago: 10+5 years  

♦ Sundsvall: award on lowest subsidy requirement  

♦ Trieste: a.o. ITS application and fleet renovation as 

criterion for award 

Tendered route bundle 

contracts 

Frankfurt, Munich 

Suburbs, 

Sondrio/Lombardy, 

Warsaw, Stockholm 

♦ Frankfurt: Gross cost 

♦ Munich suburbs: ‘negotiated prolonging of contracts’.  

♦ Lombardy: restricted tender for bid requiring lowest 

compensation 

♦ Stockholm criteria: 1. price per bus km 2. Quality through 

constant benchmark and internal improvements  

♦ Warsaw: lowest price / vehicle-km as only award criterion 

Tendering of gross cost 

bus route (L) and tramway 

(D) contracts 

London, Manchester, 

Dublin 

♦ London: 700 contracts, each route has its own contract, 

rolling program of tenders. Pre-selection through ‘approved 

bidder list’. When on that list operators may tender 

(Manchester idem) 

♦ Dublin: open tender and negotiation 

Subcontracting by a public 

operator 

Gifhorn, Porto ♦ Gifhorn: Direct negotiation with all interested operators. 

Repeated offers between 2 providers, leaving municipal 

operator empty handed 

♦ Porto: Metro should organize by decree a competitive 

tender for operations (open procedure followed by 

prequalification and negotiation) 

Tendered network 

management contract 

Dijon, Lyon ♦ Pre-selection and negotiation according to national 

procedures 

Contracting to in house 

operator, sometimes 

Rome, Barcelona, 

Brussels, Budapest, 

Innsbruck, Prague, 

Amsterdam, Krakow 

♦ Krakow/Amsterdam: Some competition elements, in 

negotiation form (or a hidden ‘shadow 

procedure’(Amsterdam) ♦ Innsbruck: Vertical integration 

♦ Rome: peripheral bus lines tendered 

Source: Contracting urban public transport, 2008 page 99  
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Equivalent, almost free choice exists in the (probably rare or completely unlike) case where the 

contract, falls within the scope of Directive 2004/18, with only difference that the negotiation 

procedure must be accompanied by a specific justification (mainly due to the specialized nature of the 

contract which does not allow an ex ante safe estimation of its value). 

Scenario 3: Direct award 

Under certain conditions, the public transport authority may award directly the provision of passenger 

transport services to an individual entity, ie without competitive procedures. The conditions that must 

be met, in order to be legal, are the following: 

a) Either the small financial value of the procurement (average annual value of less than 1 million 

euros or an annual provision of less than 300,000 vehicle kilometers) 

b) Or existence of medium size company (with a fleet no more than 23 vehicles maximum) and 

contract with low financial value (average annual value of less than 2 million euros or an annual 

provision of less than 600,000 vehicle kilometers) 

c) Or urgent conditions (interruption of service or imminent risk of interrupting them), thus allowing 

direct award or extend the current contract (a maximum of 2 years) or the imposition of public service 

obligations. 

Scenario 4: Status of complete deregulation (liberalization) 

In any case and independent of the (minimum) provisions of Regulation 1370/2007 on the introduction 

of regulated competition, the transport authority can open all or part of its services (especially those 

that have high commercial interest) to the status of complete deregulation. This means that everyone 

who complies with certain conditions will be allowed to operate with prices which are determined by 

the rules of the free market. This scenario does not exclude indirect subsidies to achieve social policy 

objectives (eg reduced rates for certain categories of citizens), while it is desirable the subsidies to be 

contingent on achieving goals, in order to stimulate the free market to provide higher quality services. 

2.3 Selection of awarding legal framework  

Specifically, a significant, among other decisions, that a public transport authority has to take is to 

identify whether the contract is a classic public service contract or if in the contrary is a public service 

concession. The correct classification of the procurement type has a direct influence on the applicable 

law. In particular, if the contract is classified as public service then the contracting authority is obliged 

to award it in accordance with Article 5 § 3 of Regulation 1370/2007. If, however, the contract 

described as classic public service contract (concession), the contracting authority is obliged to be 
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procured according to the strict procedural requirements of (Directives 2004/171 and possibly 

2004/182), while applying for all other matters (except award procedure) the provisions of Regulation 

1370/2007 (with the exception of Article 5 paragraphs 3 and 7). 

According to Article 5 of Regulation 1370/2007, the public transport authority has the freedom to 

choose the specific type of contracting the provision of public passenger transport: In-house award, 

Competitive tendering, Direct-award and Status of full deregulation. 

In order decide on the legal framework of the procurement, the contracting authority must consider 

how the contractor is financially satisfied and how the risks are allocated between the contracting 

authority and the contractor. Contractual agreement of public service concession exists if provided 

cumulatively a) payment of the contractor through the passengers, ie directly through the collection of 

revenue from fares (or even payment by users and partly compensation by the contracting authority) 

and b) passing to the contractor most of the financial risk of exploitation of the service [Article 1, 

paragraph 4 of Directive 2004/18, Article 1, paragraph 3b of Directive 2004/17, the Commission 

Interpretative Communication on concessions proposal for a directive on concessions OJEU C 121 , 

29.4.2000]. In all other cases, it is a classic contract of public services. 

The above analysis shows that the correct legal description of the contract and the subsequent decision 

of the legal regulatory framework is a difficult legal task for the Member States. This decision is 

getting even more difficult in the cases of mixed contracts or contracts with provision of gradual risk 

passing to the contractor. 

In any case the mandatory general principles of procurement law are applied, namely the principle of 

transparency, equal treatment of tenderers, proportionality and principle of free and undistorted 

competition (Decision Court European Union, WEU C-324/1998, Telaustria). 

The above grid of laws is complemented by the implementation of the national legal rules governing 

the procurement of public services contracts. In Greece there is no specific national legislation 

governing the award of service contracts (concessions or conventional public contracts). However, in 

accordance with Article 239 paragraph 3 N.4072/2012 (FEK A 86), the procurement of public service 

                                                

1 Directive 2004/17/EC of the European Parliament and the Council of 31 March 2004 coordinating the 

procurement procedures in the areas of water, energy, transport and postal services sectors, OJ L 134, 30.4.2004, 

p 1-113. 

2 Directive 2004/18/EC of the European Parliament and the Council of 31 March 2004 on the coordination of 

procedures for the award of contracts of public works, public supply contracts and service contracts, OJ L 134, 

30.4.2004, p 114-240. 
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contracts co-financed by the ESPA is conducted by applying the provisions of Presidential Decree 

118/2007 on the Public Procurement Rules. 

2.4 Organizational form of the competent authority  

This chapter focuses on the responsible and appropriate type of the organizational form to procure the 

public transport services. Regulation 1370/2007 requires the competent transport authority (hereinafter 

"transport authority” or simply Authority) to be public and have the power to intervene in public 

passenger transport in a given geographical area. It can be any other (public) institution which has 

similar powers. This authority can also be local in the sense of area of jurisdiction and not to the whole 

national territory (see Article 2 of Regulation 1370/2007). 

Internationally two models3 can be identified: In the first model there is only the public (governmental 

or regional) authority and the operator (eg France, Netherlands), the authority gathers all powers 

except the purely operational at the business level. The operator may, however, retain a significant 

degree of freedom, because is the one knowing the market and is also able to meet the requirements of 

demand. In the second model there is between the public authority and the operator an organizing unit 

(eg Germany, Scandinavia), which keeps part of the decisions and planning competences. The two 

models are not always visible, and in some cases overlapping (eg United Kingdom). 

According to the study conducted by Finn and Nelson (2004) a detailed survey was carried out of 

various operating models of transport authorities that have been adopted in various urban areas. They 

concluded that in medium-sized urban centers and small rural areas the responsibility of planning, 

organizing and assigning service passenger transport is usually under the responsibility of the central 

government or regional authorities, which however leads to duplication of responsibilities, and 

ultimately ineffective management services. For this reason, it is proposed the establishment in all 

cases an intermediate public transport organizing authority. 

2.5 Organizational form of the operator 

Recital 12 of the Regulation emphasizes that in order to apply the common legislative framework 

which is introduced, it is indifferent whether the public passenger transport services provided by 

public or private enterprises. This is fully in line with the Treaty on the function of the European 

Union. However, if domestic local or national authority provides its own public passenger transport 

services or the services are awarded without competition to a domestic entity should be strictly 

controlled (Article 5 paragraph 2 of Regulation 1370/2007). 

                                                

3UITP Study, A Vision for Integrated Urban Mobility: Setting up your Transport Authority, 2011. 
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To reduce competition distortion further, internal operators and all their transport activities are 

confined to the territory and to the transport services on which the awarding local authority is 

competent. Article 5 (2) b) requires that internal operators’ activity and any bodies influenced by the 

internal operators be geographically confined within the competent authority’s territory. To benefit 

from direct award, internal operators are neither to deal with transport activities extending beyond the 

authority’s territory, nor to take part in competitive tendering organised beyond that territory. 

These regulations confirm the rule of neutrality of European Law regarding the ownership within the 

Member States, but also demonstrate the preference of the European Legislation to award such 

services through tendering process. 

2.6 Functions of the proposed Public Transport Authority  

Following the analysis conducted in the European project EPTA and with the use of the existing 

knowledge of EMTA (2003), Finn and Nelson (2004) and UITP (2011) they have been identified the 

seven key functions of a standard Public Transport Authority: Regulation, Planning, 

Tendering/Awarding, Integration, Promotion, Management and Control. 

In the framework of this study focus is given on the most important features concerning the 

development of competitive conditions in the city of Thessaloniki: The assets ownership and the 

responsibility of the planning of the transport services. 

Assets ownership 

According to the EU study4 the provision of public passenger transport requires assets investments 

(vehicles, depots, facilities) and human resources. The assets may belong either to the authority or to 

the operator, depending on the chosen scenario: 

Scenario 1: The assets are owned by the public authority (public property). In this case the assets are 

managed either by the transport authority or the operator (the latter refers to vertical segregation). 

Scenario 2: The assets belong both to the public authority and the operator this can be done in various 

rates (gross property).  

Scenario 3: The assets and consequently the management are owned by the operator (private property 

- vertical integration). 

 

 

                                                

4 Study submitted to EC-DG TREN by inno-V, KCW, RebelGroup, NEA, Tøi, SDG, TIS, Contracting in Urban 

Public Transport, 2008. 



EPTA – Feasibility Study THEPTA   

  Page 11 

Planning of the transport services  

The competent authority must decide whether to retain the power of designing the transport service or 

if, instead, it can be passed to the operator. According to international experience the following 

scenarios can be identified: 

Scenario 1: The transport authority is fully and exclusively responsible for the design of 

passenger transport service (constructive planning): The transport authority determines the 

transport policy objectives on which the design of services is based and thereby fulfils the goals it has 

set. In this case the procurement process leads to gross cost contract. This scenario is known as the 

"Scandinavian model" or "model of London" (Stockholm, London, Copenhagen). 

Scenario 2: The public transport authority determines the quality standards and gives guidelines 

and support to the operator (intermediate planning). 

Scenario 3: The operator retains the power to plan the passenger transport services (functional 

planning). 

Scenarios 2 and 3 give freedom to the operators to plan the transport services while the transport 

authority sets minimum standards, also known as public service obligations. These scenarios are 

known as "French model", while in other countries there are significant differences in the degree of 

involvement of the operator in tactical level of planning. In some cases, operators have limited 

freedom to redesign services during the contract (eg Lyon, Dijon), but may be asked to suggest 

measures to improve the design. Table 3 below presents the main advantages and disadvantages of 

each option. 
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Table 3: Service Requirements Allocation 

 

Tendering network or routes 

Another key issue that the transport authority has to decide on is whether to award the transport 

services as a single network to one operator or whether to split it into more parts (lots), per route or 

bundles of routes. For the procurement for public contracts, the general European trend is the contract 

awarding after segmentation, to encourage the participation of Small and Medium-Sized Enterprises 

(SMEs) in the competitions (Code of Best Practices facilitating access by SMEs to public 

procurement, EU Working Document SEC (2008 ) 2193, 26.06.2008). 

 

Service Requirements Allocation 

 Pros Cons 

The operator is free to 

design the public transport 

services 

(Functional planning) 

1. No need of expertise within the 

public transport authority – no need 

of investment  

1. Need for control and monitor the 

operator 

2. Need of experienced operators  

3. The authority does not have the 

surveillance of the network  

Authority sets the minimum 

standards and the 

supporting guidelines to the 

operator 

(Intermediate planning) 

1. The authority can translate the 

policy aims into service requirements 

and set specific thresholds 

2. No need of high expertise within 

the public transport authority – no 

need of investment 

1. Need for control and monitor the 

operator 

2. Need of experienced operators 

 

Authority designs the public 

transport services  

(Constructive planning) 

1. The authority has the option to 

apply competitive tender per route or 

bundles of routes 

2. The authority has the surveillance 

of the network 

3. The authority can translate the 

policy aims into service design more 

efficiently 

1. Need a well-established 

experienced authority 

2. Need to find resources to finance 

the new expanded authority 
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Risk Allocation - Optimal type of contract 

Regarding the risk allocation between the parties of the contract, the competent authority is required to 

decide on the way the different risks are going to be distributed. Risks can be distributed in different 

ways between the transport authority and operator and respectively this concludes to a different type of 

contract. Below the main risks relating to contracts in the transport sector is analysed.  

In the transport sector there are two main risks: a) the risk of the cost for providing the services, and b) 

the risk of operating the service (revenue risk). 

The cost risk is analysed into the risk of operation and the risk of investment. The operational cost risk 

can be either external, that cannot be influenced by the operator at all or risk that can be influenced by 

the operator indirectly (i.e. energy price, price of materials, etc.), or internal risk which is coming from 

the operational costs and the maintenance cost. The investment risk includes risks arising from 

property and the value of assets (infrastructure and vehicles). This concerns mainly the residual value 

of the assets at the end of the contract period. 

The concept of revenue risk includes all risks regarding the additional profit or additional loss if 

revenue passengers are higher / lower than expected at the beginning of the contract period. 

Besides the basic course and there secondary hazards such as the risk introduced by the additional 

incentives used to support the risks of operating performance or passenger traffic or even the risk that 

arises as a result of operational complexities that can come from a large and complex network or new 

vehicles, etc.  

Besides the above main risks there are two more items that should be considered as possible risks. One 

is the risk that is introduced by the additional incentives strengthening either the risk out of operational 

performance or patronage performance. The second is coming out as a result of the operational 

complexity, such as risk from large and complex network or new developed vehicles etc. 

The above risks can be allocated and shared in various ways between a transport authority and a 

transport operator. One way to represent this in a simplified way is to use the three following typical 

contract forms (see Picture 1):  

Scenario 1: The operator bears no risk; all the risks are carried by the competent authority  

Scenario 2: The operator bears the cost risk while the competent authority carries the revenue risk 

coming from the tickets. 

Scenario 3: The operator bears all the risks both the cost and the revenue risk, while the competent 

authority bears no risk.  
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Scenario 3

The operator bears no risk

The operator bears the cost risk 

while the competent authority 

carries the revenue risk

The operator bears all the risks

Scenario 2

Scenario 1

Alternative scenarios - Risk Allocation 

 

Picture 1: Risk allocation between the competent authority and the operator 

The different scenarios of risk allocation, the between the transport authority and the operator, lead to 

different types of contracts. More specific below are described the three typical contract forms:     

Scenario 1: The operator bears no risk. This leads to a ‘management contract’. 

In management contract, the competent authority retains the ownership and controls the infrastructure 

and the assets (depots, offices, vehicles), while pays all expenses (operating or not) and collects the 

total revenue from fares. The authority may also be the employer of all or most of the employees. The 

operator only manages the daily operation of the services, for a specified period of time, in an agreed 

payment. 

Scenario 2: The operator bears the cost risks. This leads to a simple ‘gross-cost contract’, in its 

typical form the operator bears the production cost risk while the authority keeps the revenue risk.  

In gross cost contracts, the competent authority does not control the assets and the infrastructure, 

though it may typically maintain their property. However, it pays the costs (excluding operational 

costs) and collects the revenues from ticket sales. This type of contract may result to the fact that the 

operator is not interested in increasing its patronage. The operator manages the operations, according 

to predefined quality standards and against an agreed payment. As this type of contract reduces the 

risk taken by the operator, it makes it easier to enter into the market small and medium-sized 

businesses SMEs with low capitalization. 
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Scenario 3: The operator carries all the risks while the competent authority carries no risk. This risk 

allocation leads to a “net-cost contract”. 

In the net cost contract, the competent authority does not control the resources and infrastructure, 

though it may typically maintain their property. The operator manages the fleet, according to 

predefined quality standards and against an agreed payment (which may include subsidies or efficient 

incentives). The difference between the net cost and the gross contracts lies in the fact that in the net 

ones the operator collects the revenues from the fares, while undertaking the whole (almost) risk of the 

operations. Though it is not impossible, even in net cost contracts to pass certain risks to the 

competent authority in order to attract more operators (bidders) in the tendering process. As this type 

of contract passes almost all decisions to the operator (quality of supply, fare policy, planning etc) may 

weaken the social aspect of the provision of passenger transport (eg isolated areas or unprofitable 

services). 

From the above, the following general remarks are exported: 

1. The risk allocation between the contractual parties and the consequential choice of the type of 

contract depends on various factors, including the maturity of the market, the competitive conditions, 

the financial support of public authority and its social awareness. In all cases, the Regulation  

In particular, the contract must define with clarity, objectivity and transparency: 

- The public service obligations the recipient undertaking has to discharge and the geographical 

area concerned; 

- The nature and the effect of any exclusive right granted; 

- The arrangements for the allocation of costs (including a suitable return of capital) and 

revenues; 

- The parameters on the basis of which the compensation payment is calculated (staff, energy, 

infrastructure charges, maintenance and repair of vehicles, rolling stock and installations, 

overheads, return on capital). 

2. The risk allocation affects the legal framework of the contract. As the risks are passed to the 

operator the contract is more similar to the concept of a concession as described in Directive 2004/18. 

According to Directive 2004/18, concession service is (in contrast with a classic public service 

contract) when the contractor is compensated through the service users and also bears the financial 

risk –the most at least– of the operation of the services. Since, the operator undertakes all risks and is 

compensated by the users – passenger, keeping exclusive right to provide the service (net-cost 
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contracts and under-condition gross-cost contracts), the tendering of the contract is subject exclusively 

to Article 5 § 3 of Regulation 1370/2007. 

3. Different risk allocation also implies a different outcome for the tendering process. The greater the 

risk to the operator, the more is obliged to calculate higher risk insurance premium and thus increase 

the cost of providing the service and the relative payment by the competent authority. Similarly, this 

affects the number of the potential bidders who will participate in the tendering process.  

Table 4 below summarizes the advantages and disadvantages of the different types of contract 

depending on way the risk is allocated between the transport authority and the operator.  

Table 4: Risk allocation analysis 

Risk allocation analysis 

 Pros Cons 

The operator bears 

no risk 

Management Contract 

1. The low level of risk for the 

operator, resulting to more bids and 

to a better competitive environment  

1. Need investment in setting an 

authority with extended 

responsibilities 

2. The authority needs to design 

the network 

The operator bears 

the cost risk 

Gross - Cost Contract 

1. The low level of risk for the 

operator, resulting to more bids and 

to a better competitive environment  

2. In the case of more than one 

operator the need of expert operators 

for allocating the revenues is reduced 

– the authority can do it centrally. 

3. The authority has the choice to 

design network and apply route 

contracting with competitive 

tendering procedure in case this is 

preferable. 

1. Fares are usually set by the 

Authority thereby reducing the 

scope for operators to 

significantly increase patronage 

and revenue. 

The operator bears 

the cost risk and the 

revenue risk 

Net - Cost Contract 

1. No need to invest in setting an 

authority with extended 

responsibilities 

2. Benefit of linking patronage and 

financial incentives to the operator 

1. Increase the risk for the 

operator thereby reduces the bids 

for the contract imperfect 

competition environment  

2. Freedom to influence the 

services and the network must be 

given to the operator  
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2.7 Setting a reasonable compensation payment 

The provisions of Regulation 1370/2007 concerning the compensation payment to the operators for 

covering the costs of providing public passenger transport services are in full harmony with the Court 

of Justice of the European Union (CJEU). 

In accordance with the Decision Altmark Trans GmbH, namely C-280/00, 24.07.2003, in order to 

avoid the classification as State aid as defined in the Article 107 of the Treaty on the Functioning of 

the EU, the compensation granted by the transport authority to the operator whose mission is to 

provide services general economic interest must meet cumulatively the following conditions: 

a) the company must actually be responsible for the fulfilment of the public service obligations and the 

obligations must be clearly defined 

b) the main parameters on which the compensation is based for its calculation must be established in 

advance, in an objective and transparent manner, to avoid including in the compensation economic 

advantage which may favour the beneficiary company opposed to its competitors   

c) the compensation payment cannot exceed what is necessary to cover all or part of the costs realized 

to fulfill public service obligations, taking into account the relevant revenues and a reasonable profit 

for fulfilling these obligations 

d) finally, when the award is not carried out with competitive tendering procedure, allowing the 

selection of the most capable competitor in terms of total social cost, the compensation must be 

determined based on the analysis of an average costs run by a typical company, well performed, taking 

into account the relevant revenues and a reasonable profit for operation those obligations. 

If the above criteria are not met, the compensation payment for public service is defined as State aid. 

Regulation 1370/2007 reproduces the criteria of the Altmark decision only in the case of awarding the 

services of general economic interest through tendering process. However, when it comes to award 

without competitive process, in the above criteria is added an extra condition: the contractor of the 

direct award must maintain separate financial accounts for the calculation of the costs incurred 

individually by the service of general economic interest. 

2.8 Creating conditions of perfect competition  

The regulation of awarding the contracts for public passenger transport through tendering process is 

not an end in itself to the European legislation. This was introduced because it is believed that the 
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creation of perfect competition is possible to provide better and cheaper services5. In its attempt to 

guarantee the creation of free and undistorted competition, Regulation 1370/2007 sets certain rules for 

the duration of the procurement, mandatory disclosure of competitive processes, and the creation of 

conditions for a smooth transition from monopoly to the regime of free market. Specifically: 

2.9 Contract length 

According to Article 4 of Regulation 1370/2007, the duration of the contracts is limited and should not 

exceed ten years for urban and long distance buses. Under special circumstances the contract period 

may be extended by 50% maximum, or to allow the depreciation of assets if the operator has 

significant assets, whether it is justified by the high cost of the service from the particular geographical 

position of the region (ie isolated regions) (paragraphs 3 and 4). The contract may have a longer 

duration of the decade in the cases that it is required an extra amortization period of the capital 

investment, rolling stock and vehicles, in order to reduce the investment risk, provided that the award 

of the contract was the result of a fair competitive process (Section 4). 

2.10 Publicity 

Fully respecting the principle of transparency and equal treatment of potential operators, Regulation 

1370/2007 imposes strict requirements of publicity. So in view of awarding such contracts, the 

transport authority must notify its intention of at least one year earlier, this is considered the necessary 

period in order to ensure the prompt knowledge and the appropriate preparation of potential bidders. 

In the obligations of publicity is included the annual report, where the Member States must present the 

content of all the activities of the competent authorities in relating to the provision of public passenger 

transport. This report should be detailed, analysing the selected institutions, the compensation paid to 

them as subsidy for public service provision or of any exclusive rights that have been granted for the 

same reason. 

2.11 Transition from monopoly to competition  

According to recital 31 in the preamble to Regulation 1370/2007, the transition from the existing 

monopoly systems of Member States to the free and undistorted competition takes time. Article 8 of 

Regulation therefore provides a very complex transition, product after many years of hard negotiations 

between Member States. 

Initially, the transitional period applies to the termination of the existing contracts (paragraph 3 of 

Article 8 of the Regulation) and the different application time of rules during the transitional period. 

                                                

5 EU White Paper entitled "European transport policy for 2010: time to decide". 
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The full application of Regulation 1370/2007, namely the full implementation of the obligation to 

comply with the conditions of tender and award the passenger transport starts on 5/12/2019, giving 

Member States enough time to adjust to the new conditions. However, the provision of full 

implementation of the Regulation by the year 2019 and after, it applies only to public service contracts 

awarded in accordance with the National and European legislation. For the rest, there are special 

transitional provisions of Article 8. There is of course, as a last safeguard, the provision that the 

contracts, which are subject of Article 8, can retain the already set expire date if its denouncement 

would bring unjustified legal or economic consequences. This applies only after the Commission’s 

approval. 

For all other cases, there are specific transitional provisions as follows (Article 8): 

a) contracts awarded prior to 26.07.2000 with fair competitive tendering process remain valid until 

their expiry 

b) contracts awarded before 26.07.2000 without fair competitive tendering process may continue to be 

valid until their expiry, but not more than 30 years 

c) contracts awarded after 26.07.2000 and before 03.12.2009 with fair competitive tendering process 

may continue to be valid until their expiry, but not more than 30 years 

d) finally, contracts awarded after 26.07.2000 and before 03.12.2009 without fair competitive 

tendering process remain valid until their expiry, provided they have limited duration, "comparable to 

the durations as specified in Article 4. " 

There is of course, as a last safeguard, the provision that these contracts can be valid until their expire 

if their denouncement would bring unjustified legal or economic consequences and provided that the 

Commission has approved them. 

Secondly, the provisions for the transitional period regards the possibility of operators from monopoly 

markets to bid in markets already open to competition (paragraph 4 of Article 8 of the Regulation). 

Specifically, operators coming from closed markets can participate in competitions for contracts in 

markets that have opened up faster to regulated competition. However, in order to avoid any 

competition distortion, the transport authorities may reject during the second half of the transition 

period, bids of operators which offer services awarded without competitive process in proportion of 

more than 50% of the total value of under commissioning new services. Of course, this possibility of 

excluding candidates must be applied without discrimination and the candidates shall be promptly 

notified at the stage of the invitation to tender. 



EPTA – Feasibility Study THEPTA   

  Page 20 

This legislation intends essentially to avoid problems that can arise because of the different time 

opening of the local market in each Member State. Finally, aiming to award progressively the 

contracts by tendering procedures, Member States are obliged to submit to the EU Progress Report 

within six months after the first half of the transition period (between 12/03/2014 and 06/03/2015). 
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3 LOCAL MARKET ANALYSIS 

In Greece the general authority of transport policy is under the Ministry of Development, 

Infrastructure, Transport and Networks. In the two largest urban centers some of the authorities of the 

central government are assigned to public transportation authorities (OASA, THEPTA), while a 

number of responsibilities are assigned to municipalities in the Region and the Regional Unity of 

Thessaloniki (N.3852/2010, Program Kallikratis ). This administrative scheme is criticized for many 

overlapping responsibilities. 

In the present study as “local market” is defined the area stretching its boundaries within the Regional 

Unity of Thessaloniki. In this administrative and geographical area, the Greek government has granted 

the exclusive right to provide passenger transport by bus to Thessaloniki Public Transport 

Organization (OASTh), while maintaining the power of the pricing policy and the compensatory 

payment to the private operators. Small part of services is currently provided by the Association of 

Bus Operators Thessaloniki (KTEL SA) and by municipalities through municipal public transport.  

The monitoring role is under Thessaloniki Public Transport Authority (THEPTA) while some 

authorities are claimed by Organisation for Planning and Environmental Protection of Thessaloniki 

(ORTHE)6. A schematic representation is shown in Figure 2. Finally, various organisations of the city 

are involved directly or indirectly in the transport system in an attempt to ensure easy access and 

mobility advantages of their members (eg the cyclist, the union of pedestrians, disabled associations, 

the Association of Paraplegic and Physically Handicapped, the Association of the Blind and the Deaf 

Association, the Commerce and Industry Chamber of Thessaloniki, the Professional Chamber of 

Thessaloniki, Thessaloniki Labor Center and the Commercial Association of Thessaloniki). 

                                                

6 ORTHE is a governmental body under the Ministry of Environment, Energy and Climate Change, one of its 

authorities is to consult and decide for each project (transportation or not) of large scale at the level of urban 

master plan. ORTHE is also responsible for the analysis and the assessment of traffic studies of transport 

planning, and the decision making in transport planning and projects for the city and the surroundings. 
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Picture 2: Responsibilities spread over many central and local government authorities  

3.1 Transport organizations in the Regional Unity of Thessaloniki  

3.1.1 Thessaloniki Public Transport Organization (OASTh)  

OASTh was founded in 1957 as private entity (Legislative Decree 3721/1957) and since then provides 

the urban transport in the city at the base of successive concessions of exclusive right granted from the 

Greek Government (Legislative Decree 3721/1957 with expiration date on 31.12.1981, L.866/1979 

expiration on 31.12.2000, L.2898/2001 expiration on 31.12.2009, L.3652/2008 with an expiration date 

two years after the completion of the construction of the basic Metro Line in Thessaloniki, 

N.3897/2010). 

The capital of OASTh is divided into 424 shares, of which 346 are distributed in about 1,900 small 

shareholders, 29 belong to KTEL SA, 25 in the OASTh Workers Union and 24 belong to the same 

legal entity of OASTh. In OASTh there are working approximately 2,600 employees. 

The bus routes and stops are planned by the THEPTA and executed by OASTh. The network services 

include urban lines serving the city of Thessaloniki and suburban lines serving the suburban 

municipalities of the agglomeration. The total length of the network exceeds 970,000 km while the 

arrangement of the network is radial with poles at the interchange stations on the peripheries of the 

city (station “Macedonia” at the western entrance of the city's bus station, New Railway Station, East 

Station “IKEA” Eastern Thessaloniki, Stavroupoli in northwestern entrance to the city, Station 
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Crossroad Hortiati and station New Elvetia). According to the planning schedule OASTh operates 

more than 5,800 daily itineraries. On Saturday and Sunday the number of services is decreased by 

approximately 9%. The average frequency of scheduled bus routes are 15 minutes in urban lines and 

29 minutes to suburban. Annually are traveled about 42 million vehicle kilometers, of which 92% are 

on scheduled bus lines based on OASTh‘s annuals reports.  

The network is served by 622 diesel buses of which 348 are normal sized (12 meters, 100 seats), 245 

are articulated (18 meters, 160 seats), 25 are minibuses (45 seats) and 4 are vehicles for people with 

kinetic difficulties. To meet the scheduled needs OASTH operates 528 buses daily (90% of the total 

fleet). 

OASTH has installed a Global Positioning System, GPS based on Automatic Vehicle Location System 

AVL on all buses realizing in this way both management of its fleet and provision of real time 

information to passengers either at bus stops or on board or even at home through internet. 

Information can be also provided through mobile phones. On board information is given with audio 

and visual aids announcing or displaying next stop. Information are provided in real time at 200 smart 

bus stops. 

The capacity of the system, according to scheduled programme, is approximately 422,000,000 

passengers annually, however the number of the final passengers is about 167 million using about 79 

(+4 KTEL) bus lines (data OASTh 2011) as shown in Figure 3.  

  

Source: OASTH Report 

Picture 3: Public Passenger transport per year 
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The fare policy is set by the Greek government. Currently, there are two levels of fares, one for a 

single trip (€ 0,80) and for two trips and within a 90 minutes period from the first validation (€ 0,90). 

Discount rates for specific categories (students, elderly, etc.) reduce the above values by 50%. There 

are also daily, monthly and annual cards. The ticketing system is mainly based on conventional paper 

tickets which can be purchased at the counters of OASTh and in about 1670 selling points (kiosks, 

convenience stores, etc.). There is also the possibility of issuing tickets from automatic machines 

inside the vehicles. Tickets are validated in specific equipment on board.  

During the last 30 years the level of fares is set below cost for social policy reasons. Since 2005 

OASTh applies a special program for free transport for disabled people. Each year approximately 

12,000 trips of disabled (people with wheelchairs and other disabilities) are taking place with four 

specially equipped buses of OASTh. 

The Greek state grants compensatory payment to OASTh as the difference between the costs and the 

revenues, based on the approved balance sheet and the income statement. The compensatory payment 

is not associated with the number of users. According to the law, as costs are recognized the depot 

rents, office administration, staff costs, overheads, general expenses, variable expenses, business profit 

and depreciation. The revenues are mainly come from fares. The finalization of the compensatory 

payment is approved by Joint Ministerial Decision about six months after the end of each financial 

year. In case of disagreement between the Greek state and OASTH, they can appeal to Arbitration 

Court. The annual operating cost for OASTh in 2011, including depreciation of property and the 

nominal return of assets was 173.000.000 €, while the annual revenues were 50.000.000 € while the 

average occupancy rate was calculated at 40%. 

3.1.2 Thessaloniki Public Transport Authority (THEPTA) 

Thessaloniki Public Transport Authority is a decentralized public authority under the Ministry of 

Transport and Networks and is established according to the founding Law 2898/2001 (FEK 71A / 

2001) and Law 3185/2003, Chapter II, Article 17. It was founded in order to meet the need for 

comprehensive planning, initiative, coordination and implementation of measures aimed at improving 

urban public transport in the second largest urban center in the country. It is functioning under a 

Council of eleven representatives of public organisations of Thessaloniki, appointed by the Minister of 

Transport and Networks, and has a three year service. The members of the Council have autonomy of 

political expression and personal responsibility. THEPTA is mainly financed by OASTH revenues. 

Since its establishment is receiving 1% of the revenues from fares and other sources of OASTH. This 

percentage can only be modified by a Ministerial decree according to the current legislation. Other 

sources of revenue are Community Funding. THEPTA participates in translational programs such as 
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INTERREG and South East or EU development research projects. THEPTA lacks Organizational 

Chart and therefore statutory employment. 

Specifically, according to Article 1 of THEPTA’s founding law, it has authority a) on matters relating 

to the design, planning, supervision and control of urban transport in the Regional Unity of 

Thessaloniki, b) for measures improving the level of service for passengers and urban transport in the 

Regional Unity of Thessaloniki, c) for designing and allocating public service facilities (shelters, 

transfer stations etc.), d) for establishing new routes, canceling and changing existing routes, the routes 

frequency, its origins and its destinations in the operating area of OASTh, ex officio or after the 

request of OASTh e) the award of urban transport to the municipalities located in the urban area of 

Thessaloniki.  

Also, THEPTA a) verifies the compliance of the contractual obligations of OASTh and can impose 

fine for any violation, b) advises OASTh on matters related to changes in the area of jurisdiction c) 

conduct studies in energy saving (2001) d ) verifies the Obligations Charter to Consumers prepared by 

OASTh e) suggests justified modifications in the rates of staff (Article 4, Section A, paragraph 2, point 

c, the last paragraph of the Economic Agreement between Greek state and OASTh). 

However, the goals of the THEPTA are more ambitious compared to the limited authorities given to it 

by L.2898/2001. However, the realization of these goals requires both the institutional evolution of 

THEPTA to a Single Public Transport Authority and the political will for changes and alignment with 

the European legislation. 

3.1.3 Association of Bus Operators (KTEL) 

Greece is divided into 51 prefectures – currently regional unities - each of which has its own Bus 

Operating Company called KTEL (Association of Bus Operators). KTELs are privately owned and 

operated by cooperatives consisting of shareholders who are also the bus owners. Each KTEL 

Company offers intra and inter-regional transport services according to Law 2963/2001. All KTEL 

Companies are controlled by the Ministry of Transport and Networks and the respective department of 

the Regional Authority where it each KTELs belongs, KTEL companies are not subsidized by the 

Government with the exception of routes at isolated areas and students’ commuting. 

KTEL SA of Thessaloniki until recently was offering only interurban passenger transport in the 

Regional Unit of Thessaloniki. However, since Jan 2011, based on a contract signed with OASTH and 

ratified by the Greek parliament, it offers feeder and local passenger transport services at the 

municipalities at the Lagada area. More specifically certain KTEL routes have been modified and 

instead of connecting Thessaloniki with various municipalities, they connect those with the 

municipality of Lagada where people transfer to OASTH buses to their final destinations. 
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According to this Contract KTEL will perform increased transport services in the area as compared to 

the previous situation and at the same time feeder lines will be charged by the standard OASTH fare. 

OASTH will annually compensate KTEL for these additional services and for charging lower fares 

compared to the previous situation. 

The services of KTEL Thessaloniki represent about 3% of the total services offered at the Regional 

Unity of Thessaloniki. KTEL Thessaloniki for the services which provides receives annually 950.000€ 

from OASTh (data 2011). 

THEPTA is responsible for controlling whether the services offered by KTEL are according to this 

contract between the two operators. In case KTEL offers fewer services then a proportional reduction 

to the compensation should be made. If on the other hand more than agreed services are offered 

following approval of THEPTA the compensation may be increased. There is in fact a simple bonus-

malus system. 

It has already been under consultation the draft Law referring to the deregulation of long distance road 

transport, which foresees three categories of routes: routes of exclusive rights to the operator, the 

remote unprofitable routes and the routes of free choice. In the case of routes of exclusive right, the 

operator will ensure exclusivity and will pursue all the routes of a geographical area for 10 years, and 

possibility of extension for another five years, following an open competition. These lines will connect 

the municipal units with the centers of Kallikratis municipalities and then the centers of regional units. 

Exclusivity and compensation is ensured to the operators of unprofitable routes, after open competitive 

tendering, while routes of free choice with commercial interest, all the operators will be allowed to 

offer their services with pricing that will be determined by the rules of free market. In the latter 

category would belong interregional connections between urban and regional centers and the 

connections between city centers ports, airports etc, except Athens and Thessaloniki. 

In full liberalization will enter only routes of free choice until 2015. The segregation of the routes will 

be based on geographical, transportation and population criteria, while responsible for setting the 

routes at each class, procure, draft the contracts and determine the amount of subsidy will be the 

National Authority of Land Passenger Transport, evolution of the Railway Regulatory Authority. For 

routes of exclusive right and the unprofitable routes the National Authority will set the maximum 

value (price limit per passenger) of all operators. 
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3.2 Transport data for the Regional Unity of Thessaloniki 

3.2.1 Demographic and geographic analysis  

Thessaloniki is the second largest city of Greece and the administrative, financial and cultural center 

of Northern Greece. The city is the capital of Thessaloniki Regional Unity and of the region of Central 

Macedonia and spreads over an area of 3.683km² with a population of 1,104,460 inhabitants.  

It consists of the municipalities of Thessaloniki, Kalamaria, Kordelio-Evosmos, Neapolis-Sykies, 

Pavlos Melas, Ampelokipi-Menemeni, Pilea-Hortiatis, Thermi, Thermaikos, Halkidona, Delta, 

Oreokastro, Langada and Volvi (see Picture 4). The agglomeration of Thessaloniki, consisting of the 

first seven aforementioned municipalities, has the greatest urban density and is populated by 

approximately 820,000 inhabitants (2011 census). 

 

Picture 4: Regional Unity of Thessaloniki  

The population and the densities of the municipalities of the Regional Unity Thessaloniki are 

presented in Table 5. 
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Table 5: Population and densities of the municipalities of the Regional Unity Thessaloniki  

Area 
Total 

population 

Percentage of the 

total population of 

the Regional Unity 

Density 

(inhabitants per 

sq. km) 

Municipality of Thessaloniki 322,240 29% 16,703.30 

Municipality of Ampelokipi- Menemeni 51,670 5% 5,276.76 

Municipality of Volvi 23,370 2% 29.85 

Municipality of Delta 45,460 4% 146.13 

Municipality of Thermaikos 50,100 5% 375.53 

Municipality of Thermi 53,070 5% 138.89 

Municipality of Kalamaria 91,270 8% 14,258.71 

Municipality of Kordelio-Evosmos 101,010 9% 7,561.76 

Municipality of Langada 40,800 4% 33.37 

Municipality of Neapolis-Sykies 84,500 8% 6,548.86 

Municipality of PavlosMelas 98,870 9% 4,160.67 

Municipality of Pilea-Hortiatis 70,210 6% 451.12 

Municipality of Halkidona 33,560 3% 85.73 

Municipality of Oreokastro 38,330 3% 175.94 

Thessaloniki Regional Unity 1,104,460 100 299.90 

 

The city is located in the western side of the Regional Unity of Thessaloniki, at the head of 

Thermaikos Gulf. It is built on the slopes of Kedrinos Hill surrounded to the north by the forest of 

Sheikh Sou. The coastline at the south as well as the existence of a mountainous bulk at the north, led 

to the inordinate growth of the urban sprawl (butterfly shape) at the eastern and western areas of the 

city (see Picture 5). Despite the fact that the population of the city is close to 1 million inhabitants, the 

width of the city centre is only 1.7 Km. 

 

Picture 5: The butterfly shape of the urban sprawl of Thessaloniki  
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Thessaloniki wider area is articulated in three big sub areas: 

 Thessaloniki metropolis: a cohesive department of the greater area that constitutes the 

backbone of the residential region 

 The suburban area: an area that surrounds the cohesive department where various suburban 

settlements are established which are extensive except drawing residence, as well 

 The remaining wider Thessaloniki area where, beside settlements and extended suburban 

residence, large cultivated agricultural territories are developed. 

Considering the Metropolitan area one of the main characteristics of its spatial structure is the 

monocentric character, resulting from a big concentration and clustering of mainly commercial 

enterprises in the city centre. However, during the last years a growth of central operations is observed 

also outside the Metropolitan area and the city of centre. 

3.2.2 Mobility data  

According to, the latest "General Study of Transport and Traffic for the Urban Area and the 

surroundings of Thessaloniki" (Ministry of Competitiveness, Infrastructure, Transport and Networks/ 

Organisation of Planning and Environmental Protection of Thessaloniki, Thessaloniki, 1999), nearly 

25% out of 2.4 million motorized and non-motorized daily passenger travel have one or both ends of 

the journey to the city center. THEPTA conducted a Socio-Economic Study of the expansion of the 

Thessaloniki Metro to Kalamaria and the development of a Traffic Model (December 2011) where it 

was estimated that the car share reaches 55% in 2010 compared to 44% in 1999 (see Table 6 ). 

Table 6: Distribution of personal trips by transport mode (1999 and the estimation of 2010) 

Transport Mode 
Distribution of 

person trips (1999) 
Estimation 2010 

Car 44% 52-58% 

Public Transport 27% 18-21% 

Coach 3% 2-4% 

Taxi 7% 3-6% 

Motorcycle 6% 6-10% 

Pedestrian 12% 9-10% 

Source: Socio-Economic Study of the expansion of the Thessaloniki Metro to Kalamaria and the 

development of a Traffic Model (December 2011) 
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Picture 6: Distribution of personal trips by transport mode (1999 and the estimation of 2010) 

Source: Socio-Economic Study of the expansion of the Thessaloniki Metro to Kalamaria and the 

development of a Traffic Model (December 2011) 

According to the Socio-Economic Study of the expansion of the Thessaloniki Metro to Kalamaria and 

the development of a Traffic Model (December 2011) new updated transport data for the city of 

Thessaloniki were estimated based on the General Study of Transport and Traffic for the Urban Area 

and the surroundings of Thessaloniki.1999.  

The car ownership in the area of Thessaloniki is approximately 450 vehicles per 1.000 residents; 

approximately 400.000 private cars use the city network every day and 140.000 vehicles during peak 

hour. The above mobility figures have been reduced by at least 20% during the last 3 years of 

economic recession. 

The mean speed per vehicle is 14 km/hour in the city center. The bus lanes are restricted in the 

Municipalities of Thessaloniki and Kalamaria. The average travel time for the journey of 8 to 4 km is 

about 30-45 minutes. During peak hours, the demand for public transport is very high while the 

capacity offered insufficient. The road network in the city centre is normally congested during 

morning and afternoon peak periods and as a result, delays are a common phenomenon for all vehicles 

directed to this specific area. Moreover, congestion creates all usual impacts such as environmental 

pollution, energy consumption and loss of quality of life. However, congestion phenomena are being 

reduced as a result of the economic crisis. 

Roughly out of the total 2.4 million personal trips in Thessaloniki during a typical working day, 

approximately 450,000 boardings are made by public transport (18.8%). However, the actual number 

of users of public transport is estimated to be significantly higher due to the high ticket fraud. 
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3.2.3 Future modes of transport 

The Public Transport system will be enhanced by an underground Metro system that has been under 

construction since 2006. The metro system will cost approximately 1 billion Euros and will be ready 

by 2017. The long construction period is mainly because of the many antiquities which are being 

discovered during excavations. The first (main) Metro line - Phase 1 - is set to extend over 9.6 

kilometers, includes 13 stations and it is expected to serve eventually 250.000 passengers per day. 

Kalamaria metro extension – Phase 2 - will operate almost simultaneously, having already secured 

funds and an estimated daily patronage of 60.000 passengers per day in 2016. Discussions are already 

underway for future extensions, in order for the metro network to also serve major transport generators 

and hubs of the city, notably the Macedonia Central Bus Station (intercity bus terminal) the 

Macedonia International Airport, major state hospitals etc. 

For many years is under consultation the design of marine urban transport. According to the latest 

actions a competition was held in February 2013 which concluded with the agreement between the 

Region of Central Macedonia, Municipalities of Thessaloniki, Thermaikos, Kalamaria and Egnatia 

Odos SA the latter to undertake the project: “Maritime urban transport of Thessaloniki- Studies 

Development - Issue Authorisation & Construction of Technical Infrastructure of Quay 5 - Stations”. 

Finally, THEPTA in the framework of European Interregional Cooperation Programme (INTERREG 

IVC) ECOTALE (External Costs of Transport and Land Equalization) investigates alternative 

scenarios constructing a tram system and the possible funding resources. The tram system is a mesure 

proposed to be implemented by the Sustainable Urban Mobility Plan for Thessaloniki metropolitan 

area which has already been developed by the THEPTA within the project ATTAC (Attractive Urban 

Public Transport for Accessible Cities - Attractive Urban Public Transport for accessible cities) in the 

Transnational Cooperation in Southeast Europe. 

3.3 Local market analysis 

3.3.1 Limited authorities of the existing transport authority 

Law 2898/2001 attempted to create a three levels model in Thessaloniki, by establishing the 

Thessaloniki Public Transport Authority. However, THEPTA today because of the limited 

responsibilities in its founding law, and further administrative failures cannot fully play the role of a 

European metropolitan authority to formulate policy and monitor the operators of transport services. 

Some examples are presented below: 

- The fare policy is under the responsible ministry 

- The contract is signed between the operator (OASTh) and the Greek state, while THEPTA has 

only some authorities to monitor the contract and its economic agreement- however, these 
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authorities only exists at a theoretical level since it does not have the power to impose fines in 

case of not fulfilling the operator the obligations of the contract (Article 1, paragraph 6b 

L.2898/2001) 

- -They have not been defined Public service obligations for OASTh 

The Ministry of Infrastructure, Transport and Networks aiming to facilitate the transformation of 

THEPTA into a modern European Transport Authority, the commissioned a study in 2010 for the 

Development of a Metropolitan Agency Urban Transport in Thessaloniki, the results of which 

confirmed the need for an effective independent Transport Authority and Mobility in city of 

Thessaloniki. The study presented three scenarios of organizational transformation THEPTA. 

However, by the time of this study, there has been no political decision for the transformation of 

THEPTA to the proposed body by the above study.  

After completion of the study, THEPTA participated actively in drafting the relevant Law, which was 

proposing the transformation of THEPTA to an independent Transport Authority in the form of a legal 

entity governed by private law, particularly public limited company nonprofit which operates under 

the public interest. It was proposed to be under the supervision of the Ministry of Infrastructure, 

Transport and Networks and the capital should be all covered by Greek state in cash.  

Finally, the draft law of THEPTA’s transformation was proposing that the Transport Authority will be 

responsible for: planning the transport system (infrastructure, networks, terminals, vehicles, boats, 

other means), locating and determining the operational characteristics of particular routes, starting and 

stopping points, terminals, parking lots, shelters, depots, transfer stations, integrated multimodal 

transportation centers, rolling stock, special bus lanes, high occupancy vehicle lanes, bicycle lanes, 

existing or new modes of transport aiming to promote public transport. 

3.3.2 The Greek state carries all the risks in the case of Thessaloniki   

According to the Economic Agreement between the Greek state and OASTh, the public bears the 

greatest-if not all-risk generated by the services of bus public transport in Thessaloniki. In particular, 

the Greek state carries the full risk of the operating costs of the service, since all operating expenses of 

OASTh are included in the calculation of the compensatory payment given to OASTh by the Greek 

state. However, OASTh is the only one that can affect the internal risks of operating costs and 

maintenance costs. The Greek state bears and the external risks which cannot be influenced by OASTh 

(natural disasters, flooding roads, increase in prices of fuels or materials). 

In the contrary, the annual revenues of OASTh are secured and increased annually by 2% compared to 

revenues of the previous year (if the fares are not adjusted) or by 80% on the difference by type of fare 

(if the fares are adjusted). If indeed, OASTh raises revenues even more, the extra revenues are given 
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during the next year by 40% to OASTh’s shareholders as additional business profit, by 40% to the 

workers OASTh as bonus of productivity and by only 20% to the Greek state with a corresponding 

reduction of the compensation of the next year (Article 6 of the Economic Agreement L.2898/2001). 

The Greek state finally fully compensates OASTh for the total rentals paid for hiring depots, despite 

the fact that the depots are property of another private entity owned by shareholders of OASTh. 

Moreover, according to Article 4 of the Economic Agreement L.2898/2001, OASTh had to replace by 

30.04.2001 all vehicles that had completed 12 years of operation. With the new Economic Agreement 

(N.3652/2008, Article 6) the time limit of 12 years was increased to 15 years. For the procurement of 

new vehicles, the OASTh is forced to use its own resources, but has the right to depreciate the total 

costs in 15 years. The annual depreciations of vehicles are considered eligible costs and increase the 

amount of compensatory payable by the Greek state to OASTh. In other words, OASTh has 

guaranteed full depreciation of its assets by the Greek state. For this reason after the termination of the 

agreement between the Greek state and OASTh the assets of OASTh will be fully depreciated and 

given to Greek state.  

Finally regarding to the service operation, noted that despite the fact that OASTh is solely responsible 

for the collection of rates, this revenue (profit or loss) are included in the balance sheet for the 

calculation of compensation. Additional loss in revenue (which is a fact in recent years), simply leads 

to a corresponding increase in compensation that provides OASTh the Greek public. From the above, 

it is clear to me with great clarity that the current economic agreement allows OASTh to provide 

services without substantial risk and certainly opens the debate on the existence of unlawful State aid 

regime in OASTh. 

The main advantage of the current system is the ability of the state to adopt social policy as it 

formulates the pricing policy of the operator and compensates it for providing these services. 

However, the main disadvantage is the absence of effective public control, either through the Ministry 

or through THEPTA, on costs of OASTh. In this way, the Greek state bears all the risks of OASTh and 

covers all its costs. 

3.3.3 Obstacles in ensuring perfect competition environment  

The current policy of the Greek state is in line with the EU policy on transport issues and knows that a 

competition is considered successful when it takes place in an environment of healthy competition. 

However, the case in Thessaloniki for tendering the public passenger transport does not guarantee an 

easy transition to perfect competition. 
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Firstly, OASTh is the only provider of public passenger transport for 56 years (56 years of monopoly). 

Secondly, because the application of the transitional provisions of Regulation 1370/2007 creates the 

following complex legal issue: 

As already mentioned, the provision of public passenger transport in Thessaloniki was granted in 

1957, as an exclusive right to OASTh (Decree 3721/1957). Since then, the area of services and the 

duration of the contract were extended until 2000 (L.866/1979). A third in a series of economic 

agreement signed in 2001 with validity until 31.12.2009 (N.2898/2001) and again expanded the area 

of OASTh’s performance by including 15 new neighboring municipalities (Government Gazette B 

934). The financial arrangement between the Greek state and OASTh amended and supplemented in 

2008, while its duration was extended up to two additional years after completion of Basic Metro line 

of the city (L.3652/2008).  

However, the provision of full implementation of the Regulation by the year 2019 and after, it applies 

only to public service contracts awarded in accordance with the National and European legislation. For 

the rest, there are the special transitional provisions of Article 8 in particular the provision that i) 

contracts awarded before 26.07.2000 without fair competitive tendering procedure may continue to be 

valid until their expiry, but not for more than 30 years and that ii) the contracts awarded after 

26.07.2000 and before 03.12.2009 without fair competition process remain valid until their expiry, 

provided they are of limited duration, “comparable to the durations specified in Article 4”. There is of 

course, as a last safeguard, the provision that the contracts, which are subject of Article 8, can retain 

the already set expire date if its denouncement would bring unjustified legal or economic 

consequences. This applies only after the Commission’s approval. 

Article 4 of Regulation 1370/2007 specifically defines: "The duration of public service contracts is 

limited and not exceed ten years for urban and long distance bus [...]" (paragraph 3). "If necessary, 

taking into account the conditions of depreciation of assets, the duration of the public service contract 

may be extended by 50% at most, if the public service shows assets which, on the one hand is crucial 

for the size of all the assets necessary to perform passenger services under the public service contract 

and, predominantly associated with passenger transport services covered by the contract. If justified by 

the costs resulting from the particular geographical position, the duration of public service contracts 

referred to in paragraph 3, in the outermost regions may be extended by another 50% or less 

"(paragraph 4). 

From the above provisions it appears that the current concession of exclusive right to provide 

passenger transport to OASTh falls under b of Article 8 paragraph 3 of the Regulation 1370/2007, 

which means that today, 56 years after the original signature, the agreement is not valid. Even if it was 

accepted that the current concession is part of the case d of Article 8 paragraph 3 of the Regulation 
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1370/2007 meaning that the main contract was signed in 2001 (ratified by N.2898/2001) could be 

considered to be valid, provided that the requirements of that article, namely a contract of limited 

duration not exceeding 10 years. In this case, the contract could be maintained until 2011. But even 

under the most expansive interpretation that considers both new and independent contract of 2001, 

would justify an extension of up to 50% of the initial duration, the contract of 2001 could remain in 

valid until 4/10/2014 ( ie 13 years after its signing, this is derived as the sum of the validity period of 

the original contract (8 years and 8 months) and the extension by 50% ie 4 years and 4 months) 

[Paragraphs 3 and 4 of Article 4 of Regulation 1370/2007]. 

According to the above, the Greek government must move rapidly, both to clarify the duration of the 

existing contract with OASTh, partly to seek approval of extension of validity of the EU since it wants 

to maintain its current contract in following years. In any case, no later than one year before the start 

of the tendering process, the public must publish in the Official Journal of the European Union a 

preliminary notice of some information regarding the procurement subject and the areas performance 

(Article 7 paragraph 2 of Regulation 1370/2007). Consequently, the need for measures in the field of 

passenger transport in Thessaloniki is imperative. 
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4 FORMULATION AND EVALUATION OF THE SCENARIOS  

4.1.1 Good Practices analysis 

In this chapter the most dominant scenarios are formulated and evaluated in order to propose the best 

process for tendering and awarding of bus service in the city of Thessaloniki. Crucial part for this 

procedure was the available good practices provided by the EPTA project through its partners. 

Specifically the following good practices were used: 

 GP2: “SRM the Agency for Mobility and Local Public Transport” 

In Italy, the liberalization of passenger transport market is realized slowly while the competitive 

tendering process is not yet a common practice. The services of passenger transport by buses are 

highly subsidized, in order to achieve low fares. Regional or municipal authorities are responsible for 

the procurement of bus services and set of fares (within a general framework that is set by each 

Region), while public funding for transport is provided nationally by the state. Also, in some areas 

public-private partnerships have been created. Existing contracts are usually net cost contracts. There 

are a large number of operators which mainly belong to the regions and municipalities. 

The Transport Authority «SRM-Reti e Mobilità» was established in 2003 and is owned 62% by the 

Municipality of Bologna and by 38% by the Province of Bologna. SRM subsidizes the operator more 

than 100 million euros per year, while the organization has revenues of approximately EUR 50 million 

from ticket sales. The contract is net cost. 

The network covers 37.3 million vehicle kilometers, has 1,000 buses and 112 million passengers per 

year. The average satisfaction score is slightly above 7/10. Every two years, the operator can adjust the 

levels of fares to inflation, since the routes are certified by EN 13816. 

Of great interest for the current study is the process followed by the Public Transport Authority SRM 

for tendering and awarding the last contract of bus services in the city of Bologna. The central 

government had selected to give the network in a net cost contract after bidding process. The first 

phase was the pre-selection under certain requirements: 1. Experience 22 Mkm / year, 2. Network 

management at least 14 km tram / trolley and 3. 1,2 Mcu.m / year CNG. Finally, for the marking of the 

bidders was used a scoring based on certain points (point system). However, due to the existence of 

the incumbent public operator, there was no other offer, no one asked to see the tendering folder. 

Useful conclusion from this practice is that in the cases where there is an incumbent operator the 

tendering must be arranged in a manner that ensures fair competition, even before the beginning of the 

procurement.  
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 GP14: “Rogaland Kollektivtrafikk FKF (RKT) (Rogaland Public Transport Company, 

“Kolumbus”) 

The company is owned by the County Council of Rogaland in order to effectively develop multi-mode 

Public Transport service in the County of Rogaland, including bus-services, school-buses, boats and 

ferry-services. It was established in 2002, when the Council decided to change from a model where 

public transport companies operated within different concessionary areas to a tendering model. 

The idea was to professionalise the county’s operations and provide for a more effective and business-

oriented body to carry out the PT policies decided by the County Council. The County Council still 

has the responsibility to decide quality standards for the PT services on a superior level, but any 

execution of Council policy is carried out by RKT.  

Large contracts are gross contracts (RKT get all the ticked incomes and pay the service provider 

according to contract). It is uncertainty about whether the current combination of planning-

responsibility and contract forms is able to provide the best value for money. Useful conclusion for 

this example is that more responsibility to the service provider for quality, and economy could prove 

to provide more PT for the same amount of money (net contracts). However, this could be achieved 

with the use of gross-cost contracts and extra use of incentives to the operator in order to give freedom 

and risk to them. Possible impact on the conditions for overall political intervention could be weaker, 

but possibly lower the economic risk for the Council. The overall integration of PT-services inside the 

County Councils PTA, is covered by RKT activities today. There is, on the other hand weak - if any 

integration between the customer service and ticketing solutions between RKT PT-services and the 

national train service and the state owned car ferry services. There would be large benefits for 

travelers if all public PT-service providers could co-ordinate their fare structure and ticketing systems. 

 GP34: A common tender to realize surveys on service quality and customer satisfaction 

referring to Local Public Transport 

A crucial part when tendering public transport services is monitoring. The service contracts must 

include the monitoring of the correct implementation of the urban and suburban transport services. 

Emilia Romagna Region consists of 13 urban services and 9 province suburban services faced the 

necessity to develop shared (among Public Transport Authority, Emilia Romagna Region and Private 

operators), homogeneous and comparable standards on which the Local Public Transport monitoring 

service has to be based. The results can be demonstrated through indicators. The Public Transport 

Authority and Emilia Romagna Region have allocated the total amount requested for the surveys on-

board and at the bus stops.  
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The adopted solution of a shared tender for implementing a standardized monitoring and evaluating 

system reduced the final cost around 30%. The saved money was reinvested to improve the survey 

services. 

Following the experience provided by the Good Practice 34 and the study conducted by THEPTA 

entitled “Strategic direction for the Integration of quality issues in urban public transport in 

Thessaloniki”7 THEPTA is prepared to integrate the quality issues at the by improving the monitoring 

of the existing operator and of course include quality incentives in the forthcoming contracts.  

 GP35: A system to monitor and control the performance service of the PT Operator 

Following the above analysis is presented GP35. Province of Forlì-Cesena monitors/controls the 

service performed by the PT Operator in order to verify if it corresponds to the Service described in 

the Service Contract and applies prizes (if it corresponds) or penalties (if it doesn’t correspond).  

The Public Transport Authority established a complex methodology to monitor the PT service 

performed by the Operator. Some employees of the PTA are in charge of travelling all around the PT 

network, following a path elaborated by specific software, in order to check bus trips. The number of 

controlled trips is a statistically significant percentage of the total number of performed trips. The 

Operator has a global target for the performed service: if PTA finds out the target is not achieved a 

penalty is applied to the Operator, on the contrary if the target is overtaken the Operator will get a 

prize. The amount of penalties/prizes is defined on the Contract of Service.  

The Good Practices facilitated this study to take into account the international experience and the best 

practices in the Member States. Another tool which was used was the positions of experts who were 

asked to answer crucial questions for this study. All these were examined against the data of the local 

market. The following local factors considered critical: a) knowledge and experience of the potential 

contractual parties, b) intention to invest in the creation of the required knowledge, c) funding 

constraints and d) the complexity of implementation. 

We will consider below how the regulatory framework (described in Chapter 1) is applicable in the 

case of the local market (described in Chapter 2) and that affects the configuration options in order to 

lead to the selection of the optimal solution. 

4.1.2 Scenarios Formulation  

Aiming to examine in this study all the future possibilities, in the scenarios formulation are examined 

two time horizons, since it is not known the time of expiration of the existing contract OASTh - Greek 

                                                

7 TOSKAS I., XENIDIS I., GEORGIADIS G. 2013. “Strategic direction for the Integration of quality issues in 

urban public transport in Thessaloniki”, conducted on behalf of THEPTA, July 2013, Thessaloniki 
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State. The first horizon is defined in terms of the current contract expiration on 2014 and the second in 

2019, as argued in the previous chapter. In each separate horizon are examined the existing types of 

contract. 

Ι. 1 Time horizon 2014 

If the contract between Greek State and OASTh expires the latest on 2014 tendering procedures 

should begin immediately. There is a very small time frame and this affects the possible choices, as 

well as international experience shows that public procurement procedures are time consuming. 

The state must first realize its intention to create a new Public Transport Authority with clear and 

expanded responsibilities. It is expected that the new Authority will be able to undertake the design of 

the network since already today THEPTA has the advantage of access to the majority of the data, 

costs, etc. However, since the time frame is short to grow all authorities in the anticipated level, it is 

proposed that the new Authority must move to an intermediate network design (intermediate 

planning), by determining the quality standards / guidelines and by guiding and supporting the 

operator/s, instead of being the only responsible for the design of passenger transport services 

(constructive planning). Besides the existing operator has the knowledge and experience to operate the 

existing bus network. 

Furthermore, by 2014 Thessaloniki Basic Metro Line will not be completed and subsequent the 

network that will be procured will be the existing one or slightly different, secondly, the contract in 

this case can have a maximum duration of up to 5 years. At least two years after completion of the 

Metro will be necessary to assign a new restructured network of bus lines. However, in the new 

contract it will be determined exactly its expiration date even this is based on the uncertain -at the 

moment- time of finalization of the construction of the Metro line. In case that this date is delayed 

legitimate actions following the Regulation will be taken into account.  

It is not insignificant that the existence of OASTh for 56 consecutive years in the city creates 

conditions of imperfect competition. In order to carry a successful competition the competent authority 

must take provisions and overcome this issue. It is proposed based on the existing experience that in 

order to give the opportunity to more bidders to take part in the competition must provide data. So, it 

is crucial to be included in the tender, data for network (routes and frequencies required, opening and 

closing schedules, required accuracy and accessibility, high fares, fleet size and environmental 

criteria), the requirements for employment of the existing’s agency personnel, etc. Contracting 

authority ensures to all bidders simultaneously and effectively access to the same data, which ensures 

better competition conditions. 

Finally, if and to the extent that the new operator has access to buses and depots of OASTh will not 

need to invest large amounts of capital so it can depreciate the investment over the next five years of 

the contract’s duration. Based on the above analysis the following types of contract are examined: 
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1. In-house operator 

This scenario requires the creation of a public operator that will belong to the Transport Authority and 

perform the bus services in Thessaloniki. This option does not appear likely, partly because there is 

only a small timeframe for realizing of such a large structural change, and because the policy followed 

in the past three years in Greece is oriented to shrink public sector. 

2. Network competitive tendering  

In case of procuring the whole network in one contract, based on international experience and best 

practices is preferred the design freedom to be given to operators so that they can influence the whole 

network design. The standard contract form for this case is a net-cost contract. Based on the GP2: 

“SRM the Agency for Mobility and Local Public Transport” an example of procurement of public 

transport services by bus to Bologna with a net cost contract single network and provided network 

planning by the operator8. The motivation in such a contract allows the operator to maximize profit 

and also to achieve the policy objectives set by the Transport Authority, while ensuring effective 

monitoring of the contract by the Transport Authority. 

Tendering the whole network in one contract creates economies of scale9 to the operators and ensures 

the integration and continuity of the network for users. Its main disadvantage is considered the 

difficulty in participating Small-Medium Size Businesses SME and consequently the reduced 

competition. 

3. Route competitive tendering 

In the case of tendering separate routes, the authorities of network design and the revenue collection is 

usually given to the Transport Authority under a gross-cost contract. Such contracts require reasonable 

an experienced Public Transport Authority. Typical examples of such authorities that handle gross cost 

contracts are the Transport for London (23.478 employees) 10 and as presented in  GP14:Rogaland 

Kollektivtrafikk FKF (RKT) the Rogaland Public Transport Company, “Kolumbus”. However, until 

                                                

8 Bologna (Italy): Network competitive tendering for awarding a net-cost contract, SRM- Reti e Mobilitá “the 

Agency for Mobility and Local Public Transport” The Authority monitors and controls the activities for the local 

public transport services and manages the financial resources. 

9 MEHDI Farsi, AURELIO Fetz, FILIPPINI Massimo, Economies of scale and scope in local public 

transportation, CEPE Working Paper No. 48, 2006  

In the case of local public transportation such sharable inputs are labor, capital and energy. Local public 

transport companies which combine several transport modes use similar equipment such as wires, overhead line 

and similar skills such as driving, management and network maintenance. Such synergies also apply to activities 

like R&D, advertising and ticketing. Another source of cost savings is due to economies of massed reserves 

(Waldman and Jensen (2001)). Multi-output transportation companies can make use of the same reserve capacity 

for maintenance and buildings. 

10 Report of Transport for London, Workforce Report (2011). 
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2014 it does not appear reasonable that THEPTA will have sufficient time to acquire the required 

experience. Therefore the case of procuring separate routes to more operators does not appear likely 

with the existing data. 

4. Urban-Interurban network competitive tendering (based on geographic characteristics) 

Today, long distance passenger transport in the Regional Unity of Thessaloniki is not performed by the 

same operator. OASTh coexists with Association of Bus Operators (KTEL) (see chapter 2). Following 

the idea of tendering separate routes it can be considered (based on the existing experience) the case of 

tendering separate urban and interurban routes. This solution is applicable only in the case of tendering 

the whole network in one contract. This can be improved while keeping the advantages of the 

“network competitive tendering” and allowing comparison in costs between the different operators. 

The ability to compare prices due to the existence of more operators in the region supported by experts 

(see Tommasso Bonino, Annex II), but has already proven in practice in the case in Thessaloniki by 

comparing prices and costs between OASTh and KTEL after starting operating both companies in the 

Regional Unity of Thessaloniki (N.3897/2010). 

Ι.2. Time horizon 2019 

If the time horizon of awarding the contract for urban passenger transport is 2019, the time frame is 

considered sufficient to achieve greater structural changes and prepare the tendering procedure. Until 

then the construction of the Basic Metro line will be completed and therefore the bus network of 

Thessaloniki will be redesigned. The new THEPTA in the form of a strong public transport authority 

with increased responsibilities will be able to take the responsibility of the city's transport design. 

Finally, the duration of the contract will depend on the type of contract chosen. One of the best 

examples of the same scale Transport Authority is the Metropolitan Transportation Authority of 

Barcelona (ATM)
11.

  

Based on the above data, the basic types of contracts are examined: 

 

1. In-house operator 

For 2019 the option is considered feasible, however it is required clear political will to invest in the 

creation of the Authority and the public operator. 

                                                

11 Autoritat del Transport Metropolità ATM (Barcelona): Responsible for the design of public transport 

infrastructure and planning for 10 years, defining characteristics, investment planning, supervision of the 

projects and the preparation of design tools for ensuring the coordination of metropolitan public transport 

system. 
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All OASTh assets will pass to the Greek State, which will facilitate the establishment of an operator of 

public interest, for example in the standard of OASA (Athens Public Transport Authority, whose 

operators (OSI SA, STASI SA) are subsidiaries public limited companies. The advantage of this 

option is that the goals of the Public Transport Authority can be achieved in terms of social cohesion, 

environmental protection and economic sustainability. The option to create an equivalent entity could 

result in a contract either net or gross cost. In the case of Thessaloniki is proposed a gross cost 

contract, giving to the Authority the competence and the risks to collect the revenues coming from all 

modes of transport in the area of its jurisdiction. 

2. Network competitive tendering 

The characteristics of this option have already been mentioned in the same scenario in the time 

horizon of 2014. Given the network size of Thessaloniki, the opportunity to operators to participate in 

this kind of tender will be extremely limited (see also Brian Masson, Director of the company Multi 

Modal Transport Solutions Ltd, ANNEX II). Unique advantage of this option is that the Transport 

Authority because of the sufficient time (time horizon of 2019), will have adequate time to undertake 

more responsibilities and intervene more in the network design, under a net cost contract. 

3. Route competitive tendering 

Until 2019 the new THEPTA will have sufficient time to undertake the design of the network and to 

ensure a fair competitive process based on the costs and revenues of each route. Comparative 

advantage of this proposal is the guarantee of a perfect competitive environment (see, Tommaso 

Bonino who sees this scenario as the best solution, Annex II). The existence of more operators 

guaranties the replacement of the operators that do not meet its contractual obligations. In such cases it 

is proposed that contracts include incentives for quality, reliability of service and customer service 

satisfaction in the form of bonus-malus
12.

 However, the competent authority must set the incentives 

carefully, since the operators will have limited involvement in the overall quality of the network due to 

non-participation in planning process. 

4. Urban-Interurban network competitive tendering 

The scenario of competitive tendering -as separate contracts- the network of urban and interurban 

services is advantageous in the case of Thessaloniki, regardless of tendering horizon. This scenario is 

considered only in conjunction with the solution of tendering the whole network in one contractand 

                                                

12 London: Using gross cost contracts for a total of 700 contracts for public bus services in London, one per 

line. These contracts include additional production incentives or penalties based on a “Quality Incentives 

Contract”. Operators are able to earn 15% of the contract price in bonuses and penalties of up to 10%. Designing 

services is responsibility by the "Transport for London". 
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this will be a complementary measure to allow for comparison in cost prices between the two or more 

operators. 
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5 CONCLUDING REMARKS  

The public passenger transport services are undoubtedly Services of General Economic Interest 

(SGEI) and may not constitute state monopolies. This European position, as expressed through the 

Regulation 1370/2007, finds in agreement the Greek State. It remains now to take the correct political 

decisions that will open the market of Thessaloniki in the competition, while making transport services 

more attractive, more innovative and less expensive for the benefit of every citizen. 

The city of Thessaloniki is still in the beginning of a long and difficult procedure, during which all the 

stakeholders have much to learn from the best practices of other countries. Following the Good 

Practices as described above and the research work that was conducted during this study the following 

conclusion are derived.  

1. Full liberalization - deregulation  

According to the study conducted by ICLEI for the European Commission "Better Public Transport 

for Europe through Competitive Tendering - A Good Practice Guide, 2008", the process of regulated 

competition has achieved better results than the one of full liberalization both in terms of passengers 

growth, and in terms of efficient use of resources. O good example is the comparison between these 

two processes in the case of UK. In London (non-market competition) and the rest of UK (deregulated 

market) (1986 and 2000) showed that the number of trips to London by public transport have 

increased by 13%, while in rest of UK was reduced by 34%. Respectively, in 2007 Trel et al. 13 

concluded that, after the pressure on the Municipal operators in Netherlands (except Amsterdam, 

Rotterdam and The Hague) with the introduction of competitive processes from 2000 to 2006, there 

was a decrease in operating costs of operators of 10% -15%. In conclusion, in this study are only 

recommended procedures of regulated competition. 

2. Securing third party access rights to the necessary assets 

The contract should in any case ensure that the new contractor will make use of all assets that will be 

provided by the Greek State. 

As it is already mentioned, all the movable and immovable property of OASTh is moved at the end of 

his contract automatically to the Greek State, without return under the only condition that the value of 

these assets has already been depreciated. If these assets are not depreciated, the Greek State is obliged 

to pay OASTh the non-depreciated value. An exception to the above seems to be the two major depots 

of OASTh, which belong to the "Suppliers Cooperative Motorist in Thessaloniki" with the distinctive 

                                                

13 TREL, E., VAN DE VELDE, D., WESTERINK, H., PRUIS, O., & LUTJE SCHIPHOLT, L. (2007). 

Benchmark GVB, HTM, RET en GVU, inno-V. AmsterdamV 
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title “HERCULES” (members of this cooperation are many of OASTh shareholders). This result to 

alignment of interests between OASTh and “HERCULES” and gives an important advantage to 

OASTh against the new bidders. The Greek State, in order to create conditions of fair competition, 

must ensure access of all potential bidders in the depots either by purchasing or renting them (with or 

without return) and grand them at final contractor. 

Otherwise, the new operator is required to secure space for new depots. These could include 

identifying land available land in relevant areas, price premiums for alternative use, difficulty in 

getting local councils to agree to new depots (“not in my back yard”), planning approvals, 

environmental impacts assessments, potential increases in dead running etc. All these create 

significant barriers to entry for potential market entrants and therefore for governments wishing to 

conduct a competitive tender.14 

From international experience we know that if the depots belong to the operator the competition 

decreases. Operators hold their own depots gain a competitive advantage over all others. On the other 

hand, if the depots belong to the Transport Authority reduces the responsibility of operators and 

therefore their freedom. "The ownership of infrastructure is a point that should be explicitly stated in 

the contract. The contract must state that any profits from sale of depots etc .must go back to state if 

sold within 10 year period for example or have a profit sharing scheme»(Brian Masson, Annex II ). 

  

                                                

14 ASHMORE D.; MYERS J., (2007) “When to tender, when to negotiate? Why are we ignoring the elephants 

in the room”, Saha International Cape Town, International Conference Series on Competition and Ownership in 

Land Passenger Transport – 2007 – Hamilton Island, Queensland, Australia – Thredbo 10, Copyright the 

University of Sydney 
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6 BEST SOLUTION SELECTION  

In the 2014 time horizon the most appropriate contract in terms of social cohesion, environmental 

protection and economic viability is considered to be a net cost contract. Due to the large size of the 

network it is proposed to be split into parts (two or three) and be awarded with different, separate 

contracts (lots) using geographical criteria (west of the downtown, downtown and east region of 

former Langadas area and the borders of the Regional Unity of Thessaloniki) as shown in Figure 1. 

However, an extensive study should be conducted taking into account all transportation data and cost 

data of the bus lines. 

A special provision is needed for OASTh employees and the crucial issue is undoubtedly to find a 

balance between the number of the existing staff and the real needs of the new situation. It is possible 

that the employees are too many or very highly paid. Therefore a transitional period is proposed as to 

ensure more consensual decisions. 

 

Picture 7: Competitive tendering in separated contracts (lots) based on geographical criteria 

For the 2019 horizon a gross cost contract is considered to be the most suitable contract type. It is 

proposed the segregation of the network into three separate contracts, with three different operators of 

gross cost contracts, which will be awarded by the competent authority as the only responsible for the 

overall design of the network. The operators will be able to suggest network planning improvements. 

A more exhaustive segmentation is not considered to be the proper since it will be very difficult for the 
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market to be adjusted to such a big change after 56 years of monopoly. This partial segregation will 

achieve economies of scale. The new Transport Authority should be responsible for the planning of 

the overall network (all modes) in order to achieve the best possible integration. The contract should 

clearly state that the subsidy will be provided to the operator by the authority and not centrally by the 

government in order to strengthen the supervisory responsibilities of the authority. 
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7 ANNEX Ι: EXMPLES OF MEMBER STATES 

a/a City Population Type of Authority 

Mode of 

transport 

Type of 

contract Type of operator 

Awarding 

procedure 

Asset 

ownership 

Number of 

contracts 

(network-lots) 

Planning 

responsibility; 

Revenue 

collection; Pros-Cons 

1 Amsterdam 1.557.905 

City Region of 

Amsterdam 
(Partnership of 16 

Municipalities of the 

Region of 
Amsterdam) 

Bus, Tram, 
Metro Net-Cost 

Public interest 
GVB Municipali 

Transport 

Company (Belong 
to municipalities) 

Direct Award 
(benchmarking) Operator 

1 concession 
contract  

Operator and the 
authority approves  Operator   

2 Bologna 373.000 

SRM-Reti e 

Mobilita, limited 

company (SA.) 
Belongs to the City 

of Bologna 62%, 

and Region 38% 

Bus 

(+Trolley) Net-Cost 

Operator of public 

interest  

Competition 
(Service Contract 

and Infrastructure 

Contract) Operator 

1 network 

contract Operator Operator 

Cons- 1 Bidder 

showed up in the 

competition  

3 Dijon  250.000 

Le Grand Dijon 
(Region consists of 

21 municipalities) Bus  

Management 

contract with 

financial 
incentives 

(net-cost) Private - Keolis 

Competitive 
tendering and 

negotiation  Authority  

1 network 

contract 

Authority and the 
Operator suggests 

improvements Operator 

Pros-Financial 

incentives 

4 Frankfurt 650.000 

Rhein- 
Main-

Verkehrsverbund 

GmbH (RMV),  
Responsible for 

transport in all 

Region of Frankfurt, 
Lokale 

Nahverkehrsgesellsc

haft Frankfurt 
am Main mbH 

traffiQ (traffiQ) 

responsible for the 
city  Bus  Gross-Cost  Private -Alpina Competition  Operator 

6 contracts (5 
big, 1 small) Authority  Operator  

Pros-Environment 
incentives 

5 Halmstad 1.300.000 

Hallandstrafiken 

(HT). Belongs to 

Halland County 

Council and the 

municipalities Bus  Gross-Cost  Private -Swebus Competition  Operator 

1 network 

contract 

Authority and after 

1 year with 

collaboration with 

the operator  Authority  

Pros- Patronage 

incentives  
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a/a City Population Type of Authority 

Mode of 

transport 

Type of 

contract Type of operator 

Awarding 

procedure 

Asset 

ownership 

Number of 

contracts 

(network-lots) 

Planning 

responsibility; 

Revenue 

collection; Pros-Cons 

6 London 7.800.000 

Transport for 

London, Department 
of Greater London 

Authority, Mayor of 

London Bus  Gross-Cost  

23 Private 

operators Competition  Operator lots Authority  Authority  

Cons- The depots 

belong to operators 
and is barriers to 

new players in the 

market 

7 Lyon 1.300.000 

SYTRAL (Syndicat 
Mixte des 

Transports pour le 

Rhône et 
l’Agglomération 

Lyonnaise) 

Bus, Tram, 
Metro, 

Trolley 

Management 

contract with 

financial 
incentives 

(net-cost) Private - Keolis 

Competitive 
tendering and 

negotiation Authority 

2 network 

contracts  

Authority, operator 

make changes up to 
1% of the annual 

vehicle kilometers  Operator 

Pros-Financial 

incentives 

8 Rotterdam 1.200.000 

Metropolitan 
Council  (Stadsregio 

Rotterdam) 

Bus, Tram, 

Metro Net-Cost 

Municipal 

Operator  Direct Award Operator 

1 concession 

contract 

Operator and the 
transport authority 

approves Operator 

Cons- Change 
ownership of the 

operator from the 

Municipality to the 
Metropolitan 

Council so it can be 

awarded directly, 
(Municipality keeps 

the some authorities) 

9 

Sondrio/ 

Lombardy 22.000 

Municipality of 

Sondrio Bus  Net-Cost ASM Sondrio Competition  Operator 

Bundles of 

routes 

The Authority and 
the Operator design 

in more detail Operator   

10 Stockholm 1.900.000 

Stockholm 

Transport Property 
100% of Stockholm 

County Council Bus  Gross-Cost  Private -Swebus Competition  Operator 

Bundles of 

routes Authority  Authority  

Pros- Quality 

incentives, reduce 
the subsidy rate 

from 75% to 50% 

11 Trieste 205.000 

Autonomous region 
Fruili- Venezia-

Giulia and Province 

of Trieste Bus  Net-Cost 

Trieste Trasporti, 

cooperation of 

private companies Competition  Operator 

1 network 

contract Authority  Operator 

Pros - Mandatory 

recruitment of 

previous staff 
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a/a City Population Type of Authority 

Mode of 

transport 

Type of 

contract Type of operator 

Awarding 

procedure 

Asset 

ownership 

Number of 

contracts 

(network-lots) 

Planning 

responsibility; 

Revenue 

collection; Pros-Cons 

12 Warsaw 1.700.000 
City Transport 

Management (ZTM) Bus  Gross-Cost  

Private - 

International 
Transport 

Spedition Adam 

Michalczewski 
(ITS) Competition  Operator 

Bundles of 
routes Authority  Authority  

Cons- Agreement 

between the City 

and the Unions of 
municipal operator 

13 Athens 5.000.000 

Public Transport 
Authority, OASA 

SA 

Bus, Trolley, 

Tram, Metro Net-Cost 

Public operators 

Railway (STASI 
SA) Road (OSI 

SA)  Direct Award Operator 

2 Contracts to 2 

operators Authority  Operator   
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8 ANNEX ΙΙ: EXPERTS POSITION  

 

Questionnaire: 

Introduction to the questionnaire 

Tendering and awarding the bus transport services in Thessaloniki 

Thessaloniki is the second largest city in Greece and the administrative, financial and cultural center of 

Northern Greece. Thessaloniki conurbation is made up of 8 Municipalities and spreads out over an 

area of 3.683km² with a population of approximately 1,000,000 inhabitants. Thessaloniki Public 

Transport Authority (THEPTA) is a decentralized public authority under the responsibility of the 

Central Government responsible for the planning and the monitoring of Public Transport in the area.  

Provision of public transport services are offered by the Organization of Urban Transportation of 

Thessaloniki (OASTH), a private legal entity, which was granted 3 consecutive direct awards from the 

Greek Government (1957, 1979, 2001). The PT network in Thessaloniki area is served by 622 diesel 

buses owned by OASTH, of which 348 are normal sized (12 meters, 100 seats), 245 are articulated (18 

meters, 160 seats), 25 are minibuses (45 seats) and 4 are vehicles for people with kinetic difficulties. 

The network includes 79 bus lines and extends approximately 50 km around the city. THEPTA decides 

and advises on a range of issues and is responsible for monitoring compliance with contractual 

obligations of OASTH. 

Further to OASTH, Intra-municipal public transport services are offered by the Association of Bus 

Operators of the Region of Thessaloniki (KTEL), another private legal entity, which owns some shares 

of OASTH according to the contract modification of OASTH with the Greek Government in 2008 and 

2010. These services account for approximately 3% of the total offered services in Thessaloniki 

Region. 

According to the last contract, dated April 2001 and modified twice in 2008 and 2010 respectively, the 

expiration date is set two years after the completion of Thessaloniki Metropolitan Railway (Metro) and 

its commencement of operations. However, alternative (earlier) expiry dates are also suggested for the 

current contract according to the provisions of European Regulation 1370/2007. Given that the 

contract of OASTH with the Greek State will have to terminate in the next years, a need emerges for 

tendering and awarding public transport services. Furthermore the forthcoming implementation of the 

standard EN 15816 about incorporating quality into public services contracts by 2014 calls for an 

additional need, to elaborate on the required Key Performance Indicators (KPI) which will be 

associated with operational and quality performance of the operator(s) who will win the respective 

bids. 
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Given that PT services in the area are provided for the last 56 years almost exclusively by OASTH, a 

monopolistic market situation has been in fact created. The transition to competitive market 

conditions, especially in an industry such as the one of PT services, seems to be difficult. One can also 

take into account that the Greek State will obtain by the expiry date of the current contract all assets of 

OASTH (bus fleet, other equipment and means), but not the two depots which do not belong to 

OASTH but to other legal entities owned by OASTH shareholders. Therefore, there is a need to 

examine all possible options for moving from the existing situation to the new environment, options 

which will be heavily influenced by the time the METRO system will put into operation. 

For all the above reasons, THEPTA has undertaken, within the framework of the European Project 

EPTA, a feasibility study in order to examine and compare tendering and awarding possible options 

and has formulated a short questionnaire aiming at gathering valuable views of top expert people 

specialized in the area. 

In this perspective, we need your knowledge and we would be grateful if you could communicate to us 

some of your expertise. Your answers will be officially recorded as an annex of our feasibility study, 

with detailed reference to your kindness to help us.  

The main questions we try to answer are the following: 

1. Given the current de-facto monopolistic market in the area of Thessaloniki, how likely is 

that a fair competitive environment will be created in the next years? 

2. What should be the first steps to be taken by the Greek state and at what time?  

3. What seems to be the most preferable contract type for the immediate period after the 

OASTH current contract expiration date? a) Management Contract, b) Gross Cost 

Contract, c) Net Cost Contract, d) Creation of a Public/Municipal operator to undertake on 

a direct award contract the provision of services of at least one area. What is the best way to 

allocate risks between the authority and the operators in the case of Thessaloniki? 

4. Would you suggest the fragmentation of the required services in more than one lots? If yes, 

to how many? 

5. What the Greek State should do to counterbalance the fact that the current depots used by 

OASTH will not be transferred to the Greek State by the date of the OASTH contract 

expiration? 

6. What would you suggest to secure employment to the current OASTH employees 

(approximately 2.600 persons)?  

Yours sincerely, 

EPTA Project Team 
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Experts Contribution  

A. Brian Masson: Expert Freelancer, Director of Multi Modal Transport Solutions Ltd 

Input: 

1. Given the current de-facto monopolistic market in the area of Thessaloniki, how likely is that 

a fair competitive environment will be created in the next years? 

Difficult unless services are tendered in a way that encourages competition. If whole network is 

tendered as 1 tender only large companies will be able to quote and competition will be difficult.  

Metro will be main competition in the areas where it serves. Once opened smaller feeder services 

might evolve. 

2. What should be the first steps to be taken by the Greek state and at what time? 

Must look at getting costs and efficiencies within Bus Company up to northern Europe Standards. 

There are hundreds of admin and support workers. Same goes for spare vehicle and engineering 

working practices. Driver costs too high. UK driver gets 28,000 Euro for 45 hour driving week!! 

3. What seems to be the most preferable contract type for the immediate period after the 

OASTH current contract expiration date? a) Management Contract, b) Gross Cost Contract, c) 

Net Cost Contract, d) Creation of a Public/Municipal operator to undertake on a direct award 

contract the provision of services of at least one area. What is the best way to allocate risks 

between the authority and the operators in the case of Thessaloniki? 

Create company that is a Public/Municipal Operator in the first place to ensure network and service 

levels are protected. Then introduce cost savings to get costs down to reduce subsidy levels. 

4. Would you suggest the fragmentation of the required services in more than one lots? 

If yes, to how many? Needs to be decided based on facts. Cannot advise without fully understanding 

the costs and revenue streams for each line, depot. 

5. What the Greek State should do to counterbalance the fact that the current depots used by 

OASTH will not be transferred to the Greek State by the date of the OASTH contract 

expiration? 
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Contract must state that any profits from sale of depots etc .must go back to state if sold within 10 

year period for example or have a profit sharing scheme 

6. What would you suggest to secure employment to the current OASTH employees 

(approximately 2.600 persons)?  

You can only secure employment for the people who are really necessary to deliver services. 

Costs have to be reduced.  Help can be provided to help displaced staff to set up their own 

businesses.  For example, painters, engineers, accountants, catering, marketing, payroll, etc.   I 

was involved in creation of employee owned Bus Company in Scotland and this worked well 

when we had to reduce staff numbers by 20%.   

I explained this to OASTH Company managers last May.  
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B. Tommaso Bonino: Organising Authorities Committee member, Tehnical Director SRM- Reti 

e Mobilitá, Bologna, Italy 

Input: 

1. Given the current de-facto monopolistic market in the area of Thessaloniki, how likely is 

that a fair competitive environment will be created in the next years? 

Two ways. By law: the running operator's contract comes to an end because of a national/local 

law/regulation. Or by money: you stop paying and they get out of the business. The first, of 

course, looks like being more strong on a legal point of view.  

I think you will never have a monopolystic operator on your side when it comes to stop or even 

reduce their running businness. Should it be owned by the public, then as the owner of the 

company you can bear a loss that is "profitable" for the public owner as regulator. Hope I made 

myself clear enough. 

2. What should be the first steps to be taken by the Greek state and at what time?  

It looks like you asked the right questions, in the following, to answer question n. 2 ... I mean: 

once you know which kind of contract you're going for, which selection rules you'll be applying 

and how to manage essential assets then you can start. And the sooner you start the best you'll 

manage things and come to an end. 

Pay attention: it takes a lot of time, beginning in few days does not mean ending in some weeks or 

months (as far as my/our own experience is concerned). 

3. What seems to be the most preferable contract type for the immediate period after the 

OASTH current contract expiration date? a) Management Contract, b) Gross Cost 

Contract, c) Net Cost Contract, d) Creation of a Public/Municipal operator to undertake on 

a direct award contract the provision of services of at least one area. What is the best way to 

allocate risks between the authority and the operators in the case of Thessaloniki? 

This is THE question. You can't go without politics, I can't answer from Italy. There are pros and 

cons, mainly dealing with the allocation of risks and know-hows. 
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If you go "net" you won't have economical problems on yourself, that'll be hard to deal with lots 

and to try and have different contracts; if you go "gross" you'll bear commercial costs and risks 

but could compare operators among them within different lots. 

Going "gross" means having a bigger organisation, who's going to deal with legal, marketing, 

purchases, and so on. If you go direct or in-house you give life to something that will be for a long 

time. And you need motivation, referring to the EU Regulation. 

4. Would you suggest the fragmentation of the required services in more than one lots? 

I personally would suggest that. You'd deal with more than one operator, that'd ease your 

understanding of costs, mainly. Comparison is the best way to understand issues. More, if one 

operator bankrupts, you have another one who can quickly take its place. 

How's the service organised today? Does OASTH run one single depot or many? Do they manage 

different networks (trolleybuses and buses, eg)? Would that be possible to characterize potential 

lots? Begin from these considerations ... 

5. What the Greek State should do to counterbalance the fact that the current depots used 

by OASTH will not be transferred to the Greek State by the date of the OASTH contract 

expiration? 

Usually, building activities in cities are restricted/ limitated. I mean: what can you do out of a 

depot if you're not running PT anymore? Isn't it too big to run private services? Can the state or 

the city put OASTH in front of this question? 

If yes, then the right thing to do is to try and contract conditions so to have depots available for 

the coming operator(s). The state/city could buy them or simplier lease them for itself or on the 

coming operator(s) behalf. If the state/city is the one who contracts, then: 

a) conditions are OASTH-comprehensive, it's not them who makes conditions but the state/city 

and these conditions will apply also to OASTH in case they win; 

b) the state/city is stronger, faster and more noticeable in contracting these kind of issues. I told 

you it'll take time. 
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6. What would you suggest to secure employment to the current OASTH employees 

(approximately 2.600 persons)?  

Of course, constraining the coming operator(s) to keep workers has two faces, on one side those 

people can manage the service, are skilled and own know-hows; on the other side they might be 

over-sized, over-payed, partly unprepared, ... what else? 

Then a balanced solution could be to force the coming operator(s) to take all of them for, let's say, 

a 1-year period of time, then to keep at least 80% of them. 

This is a very Thatcher-like solution, I don't know if that could work. The solution of more than 

one lot does not work fine if the workers are now referring to one single lot/employer. 

I don't know how strong trade unions are in Greece, these days, but you can't decide without 

taking their position into account. So: start talking. Moreover, if you go for a net-cost contract 

we're talking about many nowadays-workers, if you go for a gross-cost contract a lot of them - I'm 

not talking about drivers of course - might be part of the organisation who signs the contract(s) 

with the coming operator(s). 
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C. Panagiotis Papaioannou: Professor at the Aristotle University of Thessaloniki, Department of 

Civil Engineering, Traffic Management, Public Transport, Road Safety, Transport Economics 

Input 

1. Given the current de-facto monopolistic market in the area of Thessaloniki, how likely is 

that a fair competitive environment will be created in the next years? 

It is quite unlikely that fair competition can be achieved in the next years, given the current 

situation. There must be a transitional period which will normally take at least 5 years in order to 

absorb potential strong shocks. Otherwise it is quite unknown what will come up.  

2. What should be the first steps to be taken by the Greek state and at what time?  

The Greek State must decide what is the best option to follow taking into account the common 

interest, the minimization of costs for both users and the State and of course the real prevailing 

conditions and the targets set for the provision of Public Transport Services. Given the fact that 

there is no competent authority with full responsibilities in the area of Thessaloniki, the first step 

for the State will be to establish such an authority. It seems that valuable time has been already 

lost and therefore any such action should be taken as soon as possible. Regarding the 

monopolistic situation, the State has some alternatives, but no one is perfect. The available 

options are always less and more expensive of critical time is lost. Which is the best one is a 

complicated matter and there are many criteria which must be taken into account. The State must 

decide what the weight of each one of them is. 

3. What seems to be the most preferable contract type for the immediate period after the 

OASTH current contract expiration date? a) Management Contract, b) Gross Cost 

Contract, c) Net Cost Contract, d) Creation of a Public/Municipal operator to undertake on 

a direct award contract the provision of services of at least one area. What is the best way to 

allocate risks between the authority and the operators in the case of Thessaloniki? 

No contract is perfect of course in this situation. The less bothersome for the State is the net cost 

contract, but then there must be incentives and prerequisites for the contractor (Operator). The 

difficult part is to secure equal competition for all possible competitors given the current 

monopolistic situation. It may be necessary to introduce some kind of legislative action, to create 
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a better competitive environment. A longer duration will be also required, e.g. 10 years. Gross 

cost contract and Management contract may be more flexible in many aspects but they require a 

very well organized and experienced competent authority. If this is the way to establish a good 

authority, then go for it. In any case there will be a compromise among alternatives and there is no 

obvious winner. With respect to risk allocation, they are strongly linked to the type of contract, 

but there are several ways to smoothen things. 

4. Would you suggest the fragmentation of the required services in more than one lots? 

Definitely yes. This will help the creation of a more market oriented environment. However, the 

international tendency is to procure networks and not routes or bundle of routes. Two or three lots, 

organized according to clear criteria, such as urban – suburban, or east-west areas should be 

enough. In the case of many lots then other problems may arise and the management tasks 

become complex and more expensive. 

5. What the Greek State should do to counterbalance the fact that the current depots used 

by OASTH will not be transferred to the Greek State by the date of the OASTH contract 

expiration? 

There must be a legislative intervention either to buy out the depots or to establish new depot 

areas which will be compulsory for all competitors including OASTH. Alternatively, the cost for 

the depots rent should be excluded from the financial offers in order to harmonize them among 

competitors. 

6. What would you suggest to secure employment to the current OASTH employees 

(approximately 2.600 persons)?  

This can be easily dealt with if in the next procurement the winner will be obliged to employ a 

certain % of the current OASTH employees, especially from the drivers and the technical staff 

who will have less opportunities to find another job. 
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