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Executive Summary

The health situation is improving and the
economy is gradually returning to normality

In the last four months, we observed the simultaneous
evolution of two trends: public health and the econo-
my. In the field of health, we saw the recession of the
pandemic both in new cases and in ICU patients, as
well as in the loss of human lives. It is obvious that as
more citizens are vaccinated, the coronavirus cases
decrease. In the economic field, we see almost every
day a series of positive developments that signal the
gradual return to a dynamic normality.

The economic climate index has been growing stead-
ily for four months.! Last May, the index stood at 108.6
points, compared to 97.9 points in April, marking the
highest performance in the last 14 months. In essence,
it returned to pre-coronavirus levels. The same hap-
pened with the consumer confidence index. Con-
sumer confidence is constantly improving and this is
reflected in the increase in sales of new cars.? In May
2021, sales reached 10,850, from 4,497 a year earlier,
showing an increase of 141.3%, which of course is due
to the lockdown that took place in May last year.

In the industry sector, there are also impressive im-
provements with increased production and new or-
ders, especially from the domestic market. These are
reflected in the procurement index compiled by IHS
Markit.® In May, this index stood at 57.1 points, from
53.8 in April, the highest level since February 2018.
The final price in May was higher than the initial 56.9
points and well above the threshold of 50 units sepa-
rating growth from shrinkage. The index covering the
services sector rose to a three-year high of 55.2, from
50.5 points.

Developments in the stock market indices are also
positive (see section 1.5). After an unusual stock mar-
ket year, which was characterized by increased un-
certainty, the year 2021 started with positive stock
returns for the first four months. More specifically, all

1. <www.iobe.gr>

A W N

. <https://www.imd.org/centers/world-competitiveness-center/>
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stock market indices recorded positive returns with
FTSE/Athex Basic Resources and FTSE/Athex Indus-
trial Goods & Services indices standing out, while the
banking sector is in fourth place in the performance of
industry indices. Moreover, the total value of Assets
Under Custody held by domestic and foreign in-
vestors increased, and the course of the KEPE GRIV
index reflected a decrease in uncertainty for the ex-
pected short-run course of the Greek market, based
on April 2021 estimations.

At the same time, there are still positive signs coming
from the government bond market with the raising
of funds at low borrowing costs. Note that €3 billion
were raised at a historically low borrowing cost (zero
coupon and re-offer yield of 0.172%) from the success-
ful issuance of the 5-year government bond in early
May 2021; the yields on the recent issues of the Greek
Government Treasury bills of 13, 26 and 52 weeks re-
mained negative, with the yield of the recent 13-week
Greek Government Treasury bill in early May 2021 at
a historically low borrowing cost of -0.40%. These is-
suances followed Greece’s credit rating upgrade by
the international rating agency S&P Global Ratings in
April 2021.

Competitiveness is enhanced

Based on the data published annually by the Institute
for Management Development (IMD), Greece’s rank-
ing in the International Competitiveness Index (World
Competitiveness Yearbook) improved in the two years
2019-20 by 12 places.* Greece is ranked in 46th place
in 2021, from 49th place in 2020 and 58th place in 2019
(the results presented each year concern the country’s
performance during the previous year). Specifically, in
terms of individual indicators, Greece has improved its
position compared to 2019 in the following categories:

e “Economic Efficiency”, by 8 places, to 52nd place
from the 60th;

. <https://www.newsauto.gr/offers/maios-nea-afxisi-ton-poliseon-aftokiniton-pies-markes-protimoun/>

. <https://www.markiteconomics.com/Public/Home/PDF/PMI_Brochure_ELL>
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* “Government Efficiency”, also by 8 places, to 52nd
place from the 60th;

e “Business Efficiency”, by 14 positions, to 44th po-
sition from the 58th;

® and “Infrastructure”, by 2 places, to 39th from the
41st.

Big business deals are multiplying

Recently, there has been an escalation of various busi-
ness agreements such as the acquisition of Chipita by
the multinational giant Mondeléz International (former-
ly Kraft) and the successful share capital increase of Pi-
raeus Bank, 70% of which was covered from abroad.®
Essentially, what is observed is that investment funds
are looking for a place in the Greek market, precisely
because they see that the next period is very positive.

Exports showed strong resilience

Confirmation of these trends is the fact that, despite
the pandemic, Greece was one of the few EU econ-
omies that showed an increase in exports of goods
in real terms in 2020 (see section 4.1). According to
the provisional data of the National Accounts, this in-
crease amounted to 4.3%, placing the country in the
third position in the EU in terms of this rate. In Greece,
the impact of the pandemic on exports was felt in the
second quarter of 2020, with a relatively mild negative
rate of change; in the third and even more so in the
fourth quarter of the year, the country recorded signifi-
cant export growth. In contrast, the EU experienced on
average a decline in goods exports from the first quar-
ter, with the situation deteriorating rapidly in the second
quarter, and a marginal recovery occurring towards the
end of the year. In the case of the Greek economy,
exports of goods have emerged over the past dec-
ade as the main demand component that shows the
strongest resilience and the most favorable evolution
in times dominated by adverse conditions. During the
economic crisis, Greece’s exports of goods showed
significant and stable growth rates, helping to contain
the decline in GDP and contributing to the rebalancing
of external accounts. In the most recent conjuncture,
where the world economy and international trade have
been under the heavy impact of the Covid-19 pandem-
ic, Greece has managed to strengthen its export activ-
ity in several of its main export products, thus largely

offsetting the losses in certain major exporting sectors,
most notably petroleum products. These results were
linked to the country’s successful response to the
epidemic waves (see section 4.3), but were also large-
ly related to the structure of Greek exports, mainly in
terms of product composition, but also with regard to
geographical destinations. Greece benefited from its
significant export activity in the category of agri-food
products (see section 4.2), as well as in other catego-
ries of goods, such as pharmaceutical products, the
needs for which increased due to the pandemic. At the
same time, the resilience of Greece’s exports was en-
hanced by the high share and the relatively high de-
gree of differentiation (variety) of the products exported
by Greece to the the EU, as well as by the expansion
of the country’s export trade to the markets of South-
east Asia (e.g., wines) in the previous years. In relation
to the prospects of Greece’s merchandise exports for
the year 2021, developments in the international envi-
ronment are expected to create more favorable con-
ditions for export growth, although the uncertainties
related to the course of the pandemic still complicate
significantly any assessment. Based on the indications
so far, the European and world economies are expect-
ed to recover partially this year, boosting international
trade in goods (see section 1.6). At the same time, the
needs for pharmaceutical products are expected to re-
main high, while oil prices have increased compared to
the previous year, a development that, combined with
increased demand in this market, is expected to en-
hance Greece’s exports of petroleum products.

Public revenues are improving

The latest data from the implementation of the budget
in May (see section 2.1) showed that total tax revenue
increased by 47 million euros or 1.6% compared to
the target of the 2021 budget reporté. The increase in
revenue is even higher, reaching 12.2%, compared to
the objectives of the stability program (which took into
account the prolonged lockdowns of the first months
of 2021, as opposed to the budget).

Employment is increasing

The result of all these positive developments is that
employment is constantly increasing (see section 3.1).
The number of new jobs has increased since last April
(33,210 vs. 7,205), while in the first four months 109,091

5. <https://www.liberal.gr/apopsi/ston-asterismo-ton-big-deals-i-ellada/380791>

6. <https://www.minfin.gr>
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more new jobs were created than in the respective
period of 2019. However, it should be noted that the
labour market underperformed compared to previous
years, at least since 2014. Interestingly enough, the
share of new full-time job contracts increased to
63.1%, which is much bigger than 50%, i.e., the maxi-
mum share in previous years. The sectors of economic
activity that reported the biggest positive net flows of
paid employees in the first four months of 2021 include
wholesale and retail trade, education, human health
services, public administration and defence, while in
March and April food services, retail trade and accom-
modation activities exhibited dynamism as a response
to the relaxing of social distancing constraints and the
gradual recovery of economic activity.

Domestic and international organizations revise
their estimates for 2021 growth upwards

The biggest change was made by the OECD, which
revised its forecast for this year’'s growth from 0.9%,
forecast last December, to 3.8% of GDP.” The Europe-
an Commission revised its growth rate to 4.1% of GDP
in May from 3.5% of GDP forecast in February.? The
Bank of Greece maintains the forecast for a growth
rate of 4.2% of GDP for this year.® The Parliamentary
Budget Office announced that it now forecasts growth
of 3.6% to 4.8% of GDP for this year, provided that the
Recovery Fund proceeds normally and that tourism re-
covers a significant part of the turnover lost in 2020.1°

KEPE’s revised estimate for the GDP growth rate
in 2021 is 4.7%

The short-term forecast regarding the evolution of the
rate of change of real GDP for the year 2021, based
on the structural factor model of KEPE, is 4.7% (see
section 1.3). The relative estimated rates of change for
the first and second halves of 2021, in relation to the
respective periods of 2020, amount to the same level,
while the forecasts per quarter show a purely positive
sign, presenting a particularly high level in the second
quarter (11.7% for the corresponding quarter of 2020)

7. OECD Economic Outlook, May 2021, Paris.

and gradual de-escalation thereafter (6.6% in the third
quarter and 2.8% in the fourth quarter of the year).

The estimated short-term dynamic recovery
does not mean that the risks and threats to
the economy in the near future have been
eliminated

First risk: The new coronavirus mutation

The recent “Delta mutation” of the coronavirus and
the possible fourth wave create reasonable concern
for the course of the country’s economic recovery.
Tourism is subject to uncertainty for the second year
in a row, while the revenue target of 45% of those in
2019 is now being pushed away. If local lockdowns
and additional support measures need to be taken in
the autumn or earlier to address the side effects on the
economy, it is clear that the €41 billion bill will grow.
Can the coronavirus mutate the positive scenario of
the Greek economy? Our estimate is that the potential
shocks from tourism will be absorbed by the very dy-
namics of the economy in areas such as consumption
and investment.

Second risk: Inflation

Recently, there have been increases in the internation-
al prices of raw materials, which have also passed into
the Greek market and are now beginning to be felt in
the family budget (see section 1.2). According to the
data of ELSTAT, already in the first quarter of 2021, in-
creases have been recorded' in meat by 17%, in fruits
and vegetables by 15%, in legumes by 8%, in sugar
and baby milk by 6%, in cheeses and oils by 5% and
by 1% in personal hygiene items. What is worrying
is that global food costs continue to rise. In fact, in
May, food costs hit a decade-long record. In addition,
the “Commodity Food and Beverage Monthly Price
Index”, the IMF’s food and beverage raw material in-
dex showed a 30% increase in just one year." If there
is no de-escalation in the prices of international raw
materials, then there is a visible risk that prices will be

8. <https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts/spring-2021-economic-forecast

_en#forecast-by-country >

9. <https://www.liberal.gr/economy/g-stournaras-sto-42-o-ruthmos-anaptuxis-gia-to-2021/368620 >

10. <http://www.pbo.gr/el-gr/>
11. <https://www.statistics.gr/el/statistics/-/publication/DKT87/->

12. <https://www.indexmundi.com/commodities/?commaodity =food-and-beverage-price-index&months=60>
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affected throughout the supply chain. If that happens,
the government could consider further VAT cuts on
more basic goods to avoid a drop in real incomes.

Third risk: The inability to fully absorb
Community funds and implement all projects
in the next five years

In the next five years, the public and private sector of the
country will be called on to implement projects whose
total worth (including leverage) is 80-90 billion euros.
This money comes from the Recovery and Resilience
Fund, the new NSRF, the new Common Agricultural Pol-
icy and other Community aid. The planning for all Com-
munity aid has been extremely effective, as evidenced
by the immediate approval of the Greek proposal for the
Recovery and Resilience Fund by the European Com-
mission. The bet is its rational and timely implementa-
tion. The Greek Public Administration has been called
upon to absorb multiple resources in a shorter period of
time than in the past. Unfortunately, the historical path
(path dependency) of the country shows that the Public
Administration cannot easily get rid of entanglements
and bureaucratic procedures. The only way to do this is
through the continuous and persistent efforts of govern-
ments to implement reforms, especially in the areas of
Public Administration and Justice.

Fourth danger: The large primary surpluses

From 2023 until 2060, the Greek economy will return to
the obligation to produce primary surpluses over 2%
of GDP. But targets for primary surpluses of more than
2% are all about keeping the country captive at low
growth rates with exactly the opposite of what big sur-
plus advocates are pursuing or ostensibly seeking. Of
course, Greece cannot solve this issue on its own as
it was a product of an agreement with the institutions
in the framework of the third memorandum. It can,
however, form alliances with other European countries

13. <http://www.pbo.gr/el-gr/>

(e.g., ltaly) to revise the Stability and Growth Pact in a
more developmental direction.

Fifth risk: Private debt

According to the latest report of the State Budget Of-
fice in Parliament, the total overdue balance at the
end of April 2021 amounted to €109.1 billion, an in-
crease of €3.4 billion compared to April 2020."™ This
increase is broken down into (a) €1.2 billion in arrears
previously confirmed; (b) €7.6 billion in new arrears;
and (c) €5.4 billion in receivables and write-offs. In-
flation of private debt is not just a budget issue. If
not addressed in a timely manner (e.g., by extending
the installments), it could lead to unpredictable de-
velopments on the front lines of both unemployment
and social cohesion.

Sixth risk: The demographic trends

From 2010 onwards, the country’s population has
been declining rapidly mainly due to the migration of
young people to other countries. From 2020, due to
mass retirement and the aging of the population, there
has been a dramatic increase in retirees. According to
Eurostat, Greece is the second oldest country in the
European Union as 3 Greeks who were of productive
age in 2017 corresponded to an elderly person over 65
years old.' The fertility rate is very low, at only 1.2 chil-
dren. However, maintaining the Greek population at
current levels after 30-40 years requires a fertility rate
of 2.2 children. So Greece will grow older and shrink
continuously in the coming years. The problem must
be addressed immediately, mainly through tax incen-
tives, following the best practices of other countries
(e.g., France).

Professor PANAGIOTIS LIARGOVAS
Chairman of the Board and Scientific Director of KEPE

14. <https://ec.europa.eu/eurostat/databrowser/view/tps00198/default/table?lang=en>
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1. Recent (macro-)economic developments

KEPE, Greek Economic Outlook, issue 45, 2021, pp. 7-14

1.1. The evolution of the main
components of demand during
the Covid-19 pandemic

1.1.1. Introduction — Domestic and
external demand for 2020

Yannis Panagopoulos

This section records the general trends concerning the
main components of demand until the end of 2020.
By extension, the analysis of the macroeconomic data

mainly incorporates the negative effects of the Covid-
19 pandemic, since its outbreak in March 2020 and for
the whole year.

Based on the annual data of the National Accounts
(ELSTAT), as shown in Table 1.1.1, we observe the
serious negative change in the growth rate of the Greek
economy compared to 2019. More specifically, in con-
trast to the growth of 2019, the recession of the econ-
omy in 2020 was 8.25%. We could even briefly point
out that the main macroeconomic factors for the 2020
recession, compared to 2019, were the negative per-
centage in total exports (from 4.84% to -21.67%) and
in private consumption (from 1.89% to -5.15%). On the
other hand, we had a positive percentage, compared

TABLE 1.1.1 Basic macroeconomic variables (non-seasonally adjusted data)

Private consumption
Public consumption
Fixed capital investment
Domestic demand*
Exports of goods and services
Exports of goods
Exports of services
Imports of goods and services
Imports of goods
Imports of services
Balance of goods and services (% GDP)
GDP
Contribution to the GDP
Domestic demand*
Balance of goods and services

Change of inventories

Source: National Accounts, ELSTAT.

* Without change of inventories.
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In million euros
(current prices)

Annual % change
(constant prices)

2020 2019 2020
118,935 1.89 -5.15
37,113 1.19 2.74
18,433 -4.63 -0.65
161,959 1.09 -3.12
52,880 4.84 -21.67
30,020 1.99 4.31
22,859 7.34 -42.95
65,402 2.95 -6.81
49,199 2.30 -3.67
16,204 4.90 -16.02
-7.55

165,830 1.86 -8.25
1.03 -3.07

0.66 -5.62

0.16 0.67



FIGURE 1.1.1a
Sub-components of domestic demand
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Source: National Accounts, ELSTAT, data processing by
the author.

to 2019, for public consumption (from 1.19% to 2.74%),
fixed capital investment (from -4.63% to 0.6%) and,
mainly, for exports of goods (from 1.99% to 4.31%).

As regards to the existing components of domestic
demand, which are also recorded in Figure 1.1.1a, we
observe the negative contribution of private consump-
tion, with -3.58, as the dominant one. In addition, fixed
capital investment, with -0.07, contributed negatively to
the domestic demand for 2020. Only public consump-
tion contributed positively, with 0.52. In conclusion, as
shown in Table 1.1.1 and in Figure 1.1.1a, in contrast to
the 2019 data, the overall contributing factor of domes-
tic demand to GDP growth is considered as strongly
negative (-3.07) for 2020.

In line with the above analysis, Figure 1.1.1.b also
shows the participation of the domestic and external
demand sectors (i.e., the balance of goods and servic-
es) in GDP growth for 2020. Except for the small pos-
itive contribution of the change in inventories (0.67),
the overall picture was negative. Actually, both the bal-
ance of goods and services (-5.62) and the domestic
demand (-3.07) factors shared almost the total contri-
bution to the 2020 GDP recession.

Regarding the trend of the Economic Sentiment Index
(ESI), as a proxy of future demand, it is known that, like
some other leading indices, it offers valuable informa-
tion from both business and household perspectives. It
is also an important indicator for the economy and can
be used for predictions relating to the future of GDP

FIGURE 1.1.1b
Domestic and net external demand
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the author.

FIGURE 1.1.2
Economic Sentiment Index (2020-21)
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growth. As demonstrated by Figure 1.1.2, the ESI pre-
sents a period of more than one year (1/2020-4/2021).
More specifically, it is relatively stagnant, around 90
points, from May to December 2020. The Index, from
the beginning of 2021, gradually changed upwards
and, until April 2021 reached 97.9 points. With the end
of the official lockdown and with the progress in vac-
cinating of the total population, it is expected that the
ESI will make an impressive increase.
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Next, a more detailed discussion follows on the con-
tribution of the trade balance of goods and services
(external sector) with respect to the GDP recession,
for 2020.

Balance of goods and services

The contribution of the external sector (exports less
imports) to GDP growth for 2020, as already men-
tioned above, is generally negative as it mainly reflects
the importance of international demand.

Next, in more detail, we will analyze the rate of change
in goods and, separately, the rate of change in servic-
es. Starting with exports, it should be initially stressed
that services constitute the relatively smallest part of
total exports and, as shown in Table 1.1.1, appear
with a very large annual decrease of 44.9% for 2020
while, in contrast, goods, which are the largest part of
total exports, appear with an annual increase of 4.3%.
On the other hand, it was fortunate that the imported
services had an annual decrease of 16.0%, while the
imported goods had a much smaller annual decrease
of 3.6%.

FIGURE 1.1.3
Sub-components of external demand
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the author.

1. Quarterly National Accounts, Press release, ELSTAT, March 5, 2021.

2. Percentage changes are calculated by the formula M .

t-1
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With regard now to the total contribution of the bal-
ance of goods and services to the rate of change in
GDP, we should reiterate that it stood at -5.6 points
for 2020, as opposed to 0.66 points in 2019. In more
detail, we observe the significant negative contribution
of exports to GDP, estimated at 8.27 points, while, on
the other hand, the (positive) contribution of imports
to GDP was at 2.65 points. This unusual record of a
negative contribution of exports and a positive con-
tribution of imports to GDP is also demonstrated in
Figure 1.1.3, which shows the awkward change in the
respective import and export histograms compared to
those presented from 2017 to 2019.

1.1.2. Private consumption and investment

Konstantinos Loizos

1.1.2.1. Private consumption

Components of private consumption fell due to the
new wave of the pandemic

According to the quarterly seasonally adjusted Na-
tional Accounts,' private consumption decreased to
29,749 million euros in current prices during the fourth
quarter of 2020, lower than 30,803 million euros re-
corded in the third quarter of the same year. At the
same time, in terms of chain-linked volumes (year of
reference 2015), private consumption fell to 30,548
million euros in the fourth quarter of 2020 with respect
to a value of 31,237 million euros during the third quar-
ter in that year. Consequently, there was a decline in
private consumption expenditure in the fourth quarter
compared to the third quarter. This reduction man-
ifests itself also in the relevant percentage changes?
of seasonally adjusted chain-linked volumes. Hence,
private consumption reduced at a rate of -4.7% in the
fourth quarter of 2020 with respect to the fourth quarter
of 2019, and at -2.2% with respect to the immediately
preceding quarter.

In addition, private consumption as a percentage of
GDP decreased in the fourth quarter to 72.16%, from
75.59% of GDP in the third quarter of 2020 (Figure
1.1.4). On the contrary, public consumption increased
from 22.93% in the third quarter to 23.03% of GDP in
the fourth quarter of 2020. A reduction has also been



FIGURE 1.1.4
Evolution of private consumption and other components of demand as a percentage of GDP
(expenditure approach) (seasonally adjusted data in current prices)
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Source: ELSTAT, data processing by the author.

observed in gross capital formation (fixed capital and
changes in inventories) as a percentage of GDP be-
tween the third and fourth quarters, from 13.17% to
12.13%, whilst the negative value for net exports de-
creased from -11.70% in the third quarter to -7.31%
in the fourth quarter of 2020. In short, the rebound of
the Covid-19 pandemic during the last quarter of 2020
had a significant impact on the components of private
demand, which was only partially offset by the higher
levels of public consumption.

Adverse effects on retail trade, except for food
items, due to the second wave of the Covid-19
pandemic

Figure 1.1.5 depicts the evolution of retail trade accord-
ing to the monthly data provided by ELSTAT. Despite
a short-lived recovery in October, the overall volume
index in retail trade followed a falling trend during the
subsequent period until February 2021. The relevant
percentage changes varied between -1.78% (in Febru-
ary 2021) and -11.39% (in December 2020). Also, the
average percentage change was negative (-3.83%) for
the semester starting in September 2020. There was
a similar negative trend during this semester, which
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includes the first two months of 2021, for automotive
fuel, with an average percentage change of -16.62%.
Other items except food and automotive fuel also man-
ifest a negative average percentage change, though of
a much smaller magnitude (-1.55%) since, in this case,
the profound negative trend in November and Decem-
ber of 2020 was offset by positive percentage changes
in the rest of that period. Finally, there is a completely
different situation in food items, with persistent positive
percentage changes from October 2020 onwards and
an average percentage change of 5.32% during the
whole semester. Hence, developments in retail trade
during the second wave of the pandemic, with respect
to the same bout of the previous year, were negative,
with the only exception being the food items.

Despite fluctuations, expectations in retail trade
significantly recovered in March and April 2021

Confidence indicators published by EUROSTAT (Figure
1.1.6) show two distinct patterns during the period start-
ing in September 2020 and lasting until April 2021. Dur-
ing the first sub-period ending in February 2021, both
retail and consumer confidence indicators fluctuated
without exhibiting any clear trend. On the contrary, in
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FIGURE 1.1.5

Percentage changes in the seasonally adjusted overall volume index and the main sector indices
in retail trade
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FIGURE 1.1.6
Confidence indicators in retail trade
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March and April 2021, there was a definite and steep 1.1.2.2. Investment

upward trend in both indices that might be justified as

a precursor of positive developments in retail trade.  Ambiguous developments in investment during
Such optimism is probably based on the perceived the fourth quarter

progress in vaccinations and the imminent opening of  Gross fixed capital formation reduced to 4,327 million
the economy at a greater scale. euros in current prices in the fourth quarter of 2020,
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FIGURE 1.1.7

Gross fixed capital formation as a percentage of GDP (overall and by asset)

(seasonally adjusted data in current prices)
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down from 4,929 million euros in the third quarter of
that year. However, in terms of chain-linked volumes,
there was arise in gross fixed capital formation to 4,744
million euros in the fourth quarter of 2020 from 4,696
million euros in the third quarter. This rising trend in
the last quarter of 2020 is also confirmed in terms of
percentage changes with respect to both the preced-
ing quarter (1.0%) and the corresponding quarter in
the previous year (1.6%), based on the seasonally ad-
justed chain-linked volumes.

On the other hand, developments in the contribution
of investment and its components to GDP (Figure
1.1.7) were negative during the last quarter of 2020
which coincides with the second wave of the pandem-
ic. Specifically, gross fixed capital formation and most
of its components reduced their share in GDP in the
fourth quarter with respect to the third quarter of 2020.
In particular, there is a reduction in machinery and
transport equipment, in terms of percentage changes,
in both its total (-17.70%) and its individual compo-
nents. At the same time, buildings in total manifested
a negative percentage change in the last quarter of
2020 (-14.48%), despite a small positive percentage
change in dwellings (5.90%).

12

Machinery and transport equipment predominates
over buildings

Regarding the two main components of gross invest-
ment, machinery and transport equipment still predom-
inates over buildings. Therefore, in the fourth quarter
of 2020, the share of machinery and transport equip-
ment in total gross fixed capital formation remained
higher (46.14%) than that of buildings (31.46%), de-
spite the fact that it fell compared to its share during
the third quarter of 2020 (48.65%). Since this is a per-
sistent feature of the data about the main components
of investment (as of the third quarter of 2018), it is an
interesting finding that invites further research con-
cerning the possible impact on the structure of gross
investment in the Greek economy during the last few
years.

Persistently favourable expectations in
the construction sector as of January 2021

The evolution of business expectations in the con-
struction sector is depicted in Figure 1.1.9. The main
result is a positive trend in the construction confidence
index during the first four months of 2021, despite its
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FIGURE 1.1.8

Machinery and transport equipment and buildings as a percentage of gross fixed capital formation
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FIGURE 1.1.9
Construction confidence indicator
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fluctuation until the end of 2020. This finding could be
explained as reflecting a favourable business senti-
ment in this sector. Moreover, for the first time in the
last five years, this index recorded a positive value

KEPE, GREEK ECONOMIC OUTLOOK 2021/45

(5.1) in April 2021, possibly because economic agents
discount a recovery in building activity in the context of
the imminent opening of the economy as vaccinations
gather pace.
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1.1.2.3. Conclusions

The above analysis showed that the Greek economy
manifested two major trends during the second wave
of the pandemic. On the one hand, it suffered from
negative effects in most components of demand and
especially in private consumption, except food items.
At the same time, positive developments in public con-
sumption and ambiguous effects in investment were

14

not able to reverse the overall negative trend in most
components of demand expressed as percentages of
GDP. On the other hand, there is a clear increase in
confidence both in retail trade and in construction as
precursors of an expected economic recovery, as the
country is now going through the phase of gradually
building immunity in the population through vaccina-
tions, and it is hoped that tourism will provide signifi-
cant support for Greece’s economy.
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1.2. Higher Energy prices drive
inflation in Greece and in Eurozone

Emilia Marsellou

Greece

Energy prices have been the key factor driving the
Consumer Price Index (CPI) over the last few months
in Greece and in the global economy. The increase in
oil prices is partly due to the positive expectations for
global demand. However, the price indices of the re-
maining sub-groups of goods and services in Greece
continue to record negative rates of change.

TABLE 1.2.1 Inflation in Greece (%)

Headline inflation

(Greece) (Greece)
2020:M1 0.9 0.7
2020:M2 0.2 0.3
2020:M3 0.0 1.1
2020:M4 -1.4 -0.1
2020:M5 -1.1 0.4
2020:M6 -1.6 -1.4
2020:M7 -1.8 -1.3
2020:M8 -1.9 -1.4
2020:M9 -2.0 -1.6
2020:M10 -1.8 -1.4
2020:M11 -2.1 -1.8
2020:M12 -2.3 -2.0
2021:M1 -2.0 -1.3
2021:M2 -1.3 -1.0
2021:M3 -1.6 -2.8
2021:M4 -0.3 -1.6
2021:M5 0.1 -1.7

Source: ELSTAT.

Core inflation

According to ELSTAT statistics, the National CPI in May
2021 recorded an annual marginal increase of 0.1% for
the first time since the outbreak of the COVID-19 pan-
demic in Greece and the imposition of the first lockdown
in March 2020. Already, from April 2021, the de-esca-
lation of the index reductions had begun to appear,
recording a decline of only 0.3% compared to the
much higher reductions of the first quarter of 2021 (Ta-
ble 1.2.1.). A decisive factor for this development is
the significant recovery of Energy prices over the past
two months, which continued even more strongly in
May. As a result, the core' CPI in May 2021 remained
in negative territory, recording a decrease of 1.7%. A
decrease was also recorded in the HICP by 1.2% as
well as in the core of the HICP (-3.1%).

More specifically, the annual increase of the Gener-
al CPIl in May 2021 by 0.1% is a combined result of

Harmonized inflation Core Harmonized

(Greece) inflation (Greece)
1.1 1.0
0.4 0.4
0.2 0.9

-0.9 0.0
-0.7 0.3
-1.9 2.4
-2.1 2.2
-2.3 -2.4
-2.3 -2.6
-2.0 2.2
-2.1 -2.3
2.4 25
2.4 -2.3
-1.9 -2.1
-2.0 -3.2
-1.1 -2.3
-1.2 -3.1

1. The Core Inflation Index is calculated from the Overall Consumer Price Index excluding the divisions of Food and non-alcoholic beverages,

Alcoholic beverages and tobacco and Energy prices.
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FIGURE 1.2.1
Annual changes in CPI sub-categories (May 2021)
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Source: ELSTAT.

the following changes in the price indices of the sub-
groups of goods and services. More specifically, in-
creases were recorded by

3.2% in the Housing sector. This increase, which
is mainly due to the significant rise in the prices
of Heating oil (+28.9%) and Natural gas (+31.8%),
was partly offset by the fall in the price of Electricity
(-0.9%).

4.6% in Transport. This increase is mainly attribut-
ed to the rise in the prices of Fuels and lubricants
(+19.4%),2 New motorcars (+3.3%) and Tickets for
passenger transport by air (+3.6%).2

On the other hand, prices decreased in the follow-
ing groups of goods and services:

-0.2% in Food and non-alcoholic beverages. This
is mainly due to the fall in the prices of breakfast ce-
reals (-5.4%), pork (-4.3%), yoghurt (-5.0%), fresh fruit
(-11.4%) and soft drinks (-7.4%). This decrease was
partly offset by the increase, mainly, in the prices of
lamb and goat (+14.5%), poultry (+4.0%), fresh fish
(+6.1%), cheese (+0.9%), olive oil (+1.1%), other

30 4.0 5.0 60 7.0 80 9.0 100

edible oils (+13.8%), fresh vegetables (+3.0%) and
potatoes (+3.5%).

-0.3% in Alcoholic goods and tobacco. This de-
crease is mainly attributed to the fall in the prices
of Wines (-2.3%).

-5.0% in Clothing and footwear. This decrease is
mainly attributed to the fall in the prices of Clothing
and footwear.

-1.4% in Household equipment. This is mainly
due to the decrease in the prices of Household tex-
tiles (-4.9%), Glassware-tableware and household
utensils (-4.6%) and Non-durable household goods
(-2.1%).

-1.3% in Health, which is mainly attributed to the
fallin the prices of Pharmaceutical products (-4.3%).
This decrease is partly offset by the increase, main-
ly, in the prices of Medical, dental and paramedical
services (+0.6%).

-1.7% in Communication, due to the decrease,
mainly, in the prices of Telephone services (-2.0%).

2. In more detail: Diesel +20.6%, Gasoline +20.2%, Other fuels +14.5% and Lubricants -0.1%.

3. The consumer price sub-indices of the rest of the Transport categories recorded decreases: Tickets for passenger transport by railway
-12.3%, Tickets of passenger transport by road -8.8% and Tickets of combined passenger transport -12.4%.
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TABLE 1.2.2 Annual changes in CPI sub-categories, January-May 2021

Groups of goods and services

1 Food and non-alcoholic beverages
2 Alcoholic goods and tobacco

3 Clothing and footwear

4 Housing

5 Household equipment

6 Health

7 Transport

8 Communication

9 Recreation and culture

10 Education

11 Hotel-Cafés-Restaurants

12 Miscellaneous goods and services

General Index

Source: ELSTAT.

FIGURE 1.2.2
HICP in the euro area, annual change (2015=100)
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® -0.8% in Recreation and culture. This decrease
is mainly attributed to the fall in the prices of Major
durables for outdoor recreation (-3.1%).

® -1.6% in Hotel-Cafés-Restaurants. This decrease
is mainly due to the fall in the prices of Hotels,
motels, inns and similar accommodation services
(-21.1%).

e -1.8% in Miscellaneous goods and services. This
decrease is mainly attributed to the fall in the prices
of Other appliances and articles for personal care
(-4.9%) and Other personal effects n.e.c. (-3.3%).

The Euro area

Inflation in the Eurozone in May 2021 is expected
to reach 2.0% according to the flash estimates an-

18

nounced by Eurostat (1/6/2021). These estimates
further reinforce the positive course of inflation that
began in January 2021. Regarding the main consum-
er price sub-indices, in May 2021 in the Eurozone,
the largest increase was recorded in Energy prices
(+13.1% vs. +10.4% in April) followed by Services
(+1.1% vs. +0.9% in April) and Non-energy industrial
products (+0.7% vs. +0.4% in April), while the index
for Food, alcohol and tobacco is expected to remain
stable (+0.6%).

Among the Eurozone member states, the countries with
the highest inflation are expected to be Luxembourg
(+4.0%), Lithuania (+3.5%) and Estonia (+3.1%). In
contrast, the countries that experienced the lowest in-
flation are Greece (-1.1%), Portugal (+0.5%) and ltaly
(+1.3%).
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1.3. Factor model forecasts for the
short-term prospects in GDP

Factor Model Economic Forecasting Unit
Ersi Athanassiou, Theodore Tsekeris,
Ekaterini Tsouma

The current section presents the updated short-term
forecasts of KEPE concerning the evolution of the rate
of change of real GDP in Greece for 2021, based on
KEPE’s dynamic structural factor model.2 The under-
lying time series database used to estimate the mod-
el and produce the forecasts includes 121 variables,®
covering the main aspects of economic activity in the
country on a quarterly basis and spanning the time
period from January 2000 up to March 2021.

As pointed out in the more recent issues of the Greek
Economic Outlook, the exceptional and constantly
changing conditions caused by the COVID-19 pan-
demic significantly complicate the conduct of projec-
tions concerning the course of real GDP, due to both
the ensuing unprecedented uncertainty and the con-
tinuous alternation between periods of wide-ranging
restrictive measures and periods of partial and gradual

lifting of restrictions. Moreover, as was the case during
the preceding period of reference, the quantification of
the compensatory effects of measures implemented to
deal with the pandemic and shield the economy and
the evaluation of the impact of the recent partial lifting
of restrictions are not straightforward. In addition, the
technical forecasting procedure followed cannot take
into account policy measures that could potentially
have major effects on economic activity, such as the
disbursement and progressive utilization of funds pro-
vided within the framework of the Recovery and Resil-
ience Facility.*

According to the factor model econometric estimates
presented in Table 1.3.1 and having incorporated
published (provisional) data up until the first quarter
of 2021,5 the mean annual rate of change of real GDP
for 2021, as well as the related mean rates of change
for the first and second halves of 2021, are all forecast-
ed at 4.7%. Moreover, all the projected year-on-year
quarterly rates of change exhibit positive signs, with
the respective percentage changes being highest in
the second quarter (at 11.7%) and gradually declin-
ing thereafter (6.6% in the third and 2.8% in the fourth
quarter of the year). Against this background, it seems
that in the nine-month period April-December 2021,
the Greek economy will follow a recovery path. The
observed variation in the forecasted quarterly rates
of change of real GDP is somehow anticipated, given

1. The date of the forecast is June 23, 2021.

2. A detailed description of the model can be found in Issue 15 (June 2011, pp. 19-20) of KEPE’s scientific journal entitled Greek Economic
Outlook. See <https://www.kepe.gr/images/oikonomikes_ekselikseis/issue_15enb.pdf>.

3. The database incorporates both real economy and nominal variables, as well as a considerable number of variables reflecting expecta-
tions and assessments of economic agents, as reported in earlier issues of the Greek Economic Outlook. By way of exception, the underlying
data sample does not include five variables related to individual subcategories of employment and unemployment aggregates, which are
otherwise used as standard practice, due to the non-availability of detailed data from the Quarterly Labour Force Survey for the first quarter
of 2021 at the time of conducting the forecasts. The seasonal adjustment of the time series is carried out by use of the Demetra+ software,
using the TRAMO/SEATS filter.

4. Note that the implementation of the dynamic factor model does not involve the explicit estimation of any effects caused by policy meas-
ures (policy neutral model), while the model itself is not suitable for a straightforward analysis of the impact caused by huge shocks, such
as the COVID-19 pandemic, which create abnormal economic conditions and lead to sudden and extreme (away from the trend-determined
course) shifts in GDP. Still, the model implicitly takes into account any impact, through the incorporation of the economic variables updated
to the most recent period of reference (first quarter of 2021). Note that the forecasts are obtained on the basis of a small number of ‘factors’,
which summarise the information provided by a large number of explanatory variables, employing the procedure of principal components,
with the aim to preserve as much of the variability of the underlying economic series as possible. Hence, in the current conjuncture, any
assessment of the provided forecasts should be subject to the degree to which all short-run fluctuations in real economic activity are reflect-
ed and should, further, take into account the increased heterogeneity in the dynamic response of the economic series, in combination with
the occurrence of outliers. In addition, the underlying data sample, which relies on quarterly data with a hysteresis of one quarter, does not
mirror the most recent swift changes on a daily or weekly basis. All the aforementioned limitations might, in the current juncture, affect the
forecasting performance of the factor model employed.

5. According to the most recent ELSTAT Quarterly National Accounts publication, dated June 4, 2021.
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TABLE 1.3.1 Real GDP rate of change (%, y-0-y)

2021
Quarters 2021Q2 2021Q3 2021Q4
Quarterly rate of change 11.67 6.57 2.77

[10.69 , 12.66] [5.08, 8.09] [1.11, 4.46]
Mean rate of change, 1st half * 4.69 i
[4.20, 5.18]
Mean rate of change, 2nd half ** ) 4.67
[3.10, 6.27]
Mean annual rate of change *** 4.68
[3.65, 5.73]

Note: Values in brackets indicate the lower and upper boundaries of the 95% confidence interval of the forecasts.

* The mean rate of change for the first half of 2021 and the mean annual rate of change for 2021 incorporate the
officially available (provisional) data for the first quarter of 2021, on a seasonally adjusted basis.

that the depth of the contraction in 2020 recorded a
similar course, mounting in the second quarter of 2020
and de-escalating afterwards.

The above-presented forecasts for 2021 point to a fa-
vourable development in economic conditions in the
country, resulting from improving health conditions
and the implied re-opening of many significant sec-
tors of the economy. These encouraging prospects
were already reflected during the first quarter of 2021
in the positive course of a number of economic varia-
bles incorporated in the model. In more detail, the cor-
responding observations for the first quarter of 2021
(compared to the respective quarter of 2020), on a
non-seasonally and non-calendar adjusted basis, in-
dicated a remarkable increase in overall investment
and all investment sub-categories. They also pointed
to a further increase in goods exports, alongside a
continuing increase in consumption expenditure by
the General Government. Rising trends characterized
the General Industrial Production Index and the related
sub-indices, with the exception of the index for durable
consumer goods. With reference to the Turnover Index
in Industry, an increase was recorded in the general
index and all the sub-indices for the external market,
as well as in the individual categories of intermediate
and capital goods for the internal market. Private build-
ing activity was enhanced, in terms of volume and on
the basis of permits issued, while the turnover index in
wholesale trade increased modestly.

In contrast, the negative impact of the pandemic was
reflected in the path of private consumption expendi-
ture, which declined significantly in the first quarter of
2021, as compared to the respective quarter of 2020.
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In correspondence with the developments in private
consumption, the Overall Volume Index in Retail Trade
fell, despite the marginal increase of the supermarkets
sub-index and the significant rise of the food-beverages-
tobacco, pharmaceutical products-cosmetics and
furniture-electrical equipment-household equipment sub-
indices. The tourism sector continued to be severely
hit by the repercussions of the pandemic, with the
reduction in tourism receipts reaching 85.9% and the
decline in transport receipts persisting. These devel-
opments were translated into a considerable fall in
services exports. As to the domestic labour market
conditions, the moderate decline in total employment
recorded up until the last quarter of 2020 was followed
by a sharp fall of -5.4% in the number of persons em-
ployed in the first quarter of 2021, as compared to the
respective quarter of 2020. Still, the number of unem-
ployed kept falling, at least marginally.

With regard to indicators depicting expectations and
assessments formed by economic agents concern-
ing the course of economic activity, the first quarter
of 2021 was characterized by positive developments
on a g-o0-q basis, i.e., as compared to the last quarter
of 2020. More specifically, business expectations in
industry, retail trade and construction were reinforced,
while the Economic Sentiment Indicators for Greece
and the EU, as well as the General Index of the Athens
Stock Exchange, increased. Finally, improvements
were observed in terms of several competitiveness in-
dicators.

The projected course of real GDP in 2021 may evolve
according to a more or less favourable scenario (than
implied by the aforementioned projections), condition-
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al upon the repercussions of a number of crucial and
dynamic factors, of which several are directly linked to
the evolution of the pandemic. These factors are ex-
pected to determine, among other things, the demand
and supply dynamics in Greece, the country’s export
performance, the investment and saving decisions of
households and enterprises, the developments in em-
ployment and unemployment and, hence, income, as
well as the financial conditions and the course of fiscal
aggregates.

Factors that could potentially operate in the positive
direction include: (a) the predominance of a positive
scenario with reference to the evolution of the pandem-
ic and progress made in the field of vaccinations, which
will allow the further re-opening of economic activities
and the creation of a secure environment at the domes-
tic and international levels, (b) the gradual rebalancing
of fiscal aggregates, with a targeted adjustment of com-
pensatory economic measures in order to preserve the
support for businesses and households in sectors that

KEPE, GREEK ECONOMIC OUTLOOK 2021/45

continue to be severely hit by the pandemic, and (c) the
initiation of the National Recovery and Resilience Plan,
by making use of the Recovery and Resilience Facility
resources, in order to boost investment and complete
crucial structural reforms with the aim to transform and
promote innovation in the Greek economy.

Factors that could potentially operate in the negative
direction include: (a) the prevalence of a fourth wave
of the pandemic during the second half of 2021, if it
is severe enough to once again negatively affect eco-
nomic activity in the country, (b) the high degree of
uncertainty concerning the overall evolution of the
pandemic, which could cause, among other things,
a further withholding of private consumption, (c) the
potential escalation of inflationary pressures in the
Eurozone, with possible implications for policy deci-
sions concerning interest rates or the early withdrawal
of support measures for the European economy, and
(d) any developments in the direction of intensifying
geopolitical tension.
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1.4. Can tourism save 2021
GDP growth?

Nikolaos Rodousakis
George Soklis

1.4.1. Introduction

In 2020, the Greek economy faced a strong blow due
to the international spread of the coronavirus (COVID-
19). Thus, the Gross Domestic Product (GDP) fell by
8.2%." This major recession in the Greek economy was
primarily a result of the deterioration of the balance
of goods and services, over 10 billion euro compared
to 2019, and secondarily, due to the sharp decline in
private consumption, over 6 billion euro compared to
2019. In particular, the exports of goods and servic-
es decreased by 21.7%, while the fall of 6.8% for im-
ports was not sufficient to limit the deterioration of the
balance of goods and services. In turn, the decline in
exports was caused exclusively by the decline in ex-
ports of services of about 44%, while exports of goods
recorded a small increase of 4.3%.2

The fall in exports of services was caused by the signif-
icant reduction of travel receipts recorded during 2020.
In particular, incoming passenger traffic decreased by
about 78.2% and amounted to 7.406 million visitors,
versus 34 million visitors in 2019, while the travel re-
ceipts in 2020 amounted to 4,319 million euro, a de-
crease of about 76.2% compared with 2019.

For the period January-March 2021, the travel re-
ceipts reduced by 511 million euro (-86.1% com-
pared to 2020), amounting to 83 million euro. This
decrease is due to the decrease of the incoming trav-
el traffic by 85.2%, as well as to the reduction of the
average expenditure per trip by 5.6%. Despite this,
the government cabinet seems to be quite optimistic
and invested in a recovery of tourism in 2021, due

to an increase in travel of about 50%. In the same
context are also the two scenarios recently published
by Eurobank for Greek tourism. The first scenario,
called “conservative”, estimates that travel receipts
will amount to 40.3% of 2019 revenues, while the lat-
ter, characterized as “more aggressive”, estimates
55.7%.

As for its current estimates for the GDP in 2021, ac-
cording to the spring forecasts of the European Com-
mission, the Greek economy is expected to grow by
4.1%. In the same way, the forecasts of the Ministry of
Finance estimate a growth of 3.6% for this year.?

In this article, we (a) explore the multiplier effects that
will have for 2021 the change of both the components
of autonomous demand (government consumption
expenditure, investment, exports) and, separately, the
travel receipts to GDP, employment and imports of
the Greek economy and (b) compare these two dif-
ferent results.* Our analytical framework bases on the
concept of the Sraffian multiplier; using data from the
Supply and Use Tables to capture the structure of the
Greek economy (for details see Rodousakis and Soklis
2020 and Mariolis et al., 2020 and 2021). The changes
to the components of final demand are based on the
projections of the European Commision and the Greek
Ministry of Finance, respectively. Finally, we adopt the
official government opinion that the travel receipts in
2021 will be equal to 50% of the receipts of 2019, i.e.,
an increase of 4.54 billion euro.

1.4.2. Multiplier effects on the Greek economy

Using data from ELSTAT, we estimate the multiplier
effects of the increase in government spending, in-
vestments, exports and international travel receipts on
GDP, employment and imports of the Greek economy.
These effects are shown in Table 1.4.1, which shows
for every 1 billion euro increase (decrease) in the com-
ponents of autonomous demand and travel receipts
the corresponding increase (decrease) in billion euro
in GDP and imports, while in terms of employment,

1. This was due to the extraordinary measures taken by the government to support the workers who were out of work because of the pan-
demic. The exact size of unemployment is not feasibly reflected in elements of ELSTAT; for this issue, see Papadimitriou et al., 2020.

2. Private consumption decreased by 5.2%, gross fixed capital formation remained virtually stagnant, and public consumption increased by

2.7%.

3. For a complete picture of the possible GDP growth of the Greek economy, see also Papadimitriou et al. (2021).

4. It should be noted that neither scenario distinguishes between exports of goods and exports of services.
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TABLE 1.4.1 Multiplier effects

GDP
Investments 0.68
Government 1.48
Exports 0.78
Tourism 1.07

Employment
18.93
33.52
16.60
26.40

Imports
0.60
0.35
0.50
0.32

Source: Mariolis et al. (2021).

this increase (decrease) corresponds to thousands of
people.

1.4.3. Impact on GDP, employment and total
imports

According to the European Commission’s Spring
2021 forecast for the changes in the elements of au-
tonomous demand of the Greek economy in 2021,
the government’s final consumption is expected to in-
crease by approximately 0.786 billion euro, gross fixed
capital formation is expected to increase by approxi-
mately 3.060 billion euro, and exports are expected to
increase by approximately 4.992 billion euro. There-
fore, using Table 1.4.1, we estimate that the European
Commission’s projections correspond to a total (direct
and indirect)

® increase in GDP by around 4.26%;

® increase in the levels of total employment of about
4.44%;

® increase in total imports by about 7.03%.

According to Ministry of Finance (MinFin) projections
for the changes in the elements of autonomous de-
mands of the Greek economy in 2021, the govern-
ment’s final consumption is expected to increase by
approximately 0.536 billion euro, gross fixed capital
formation is expected to increase by approximately
1.662 billion euro, and exports are expected to in-
crease by approximately 5.705 billion euro. Our esti-
mations suggest that MinFin projections correspond
to a total (direct and indirect)

® increase in GDP of about 3.80%;

® increase in the levels of total employment of about
3.83%;

® increase in total imports by about 6.16%.
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In Tables 1.4.2-1.4.4, we present in detail the multiplier
effects of the components of autonomous demand for
both scenarios.

Finally, the analysis of the multiplier effects of the
country’s travel receipts shows that if the receipts of
2021 reach 50% of the receipts in 2019, this, ceteris
paribus, will cause an

® increase in the country’s GDP by about 2.9%;

TABLE 1.4.2 Multiplier effects of the
elements of autonomous demand
on GDP (%)

Ministry European
of Finance Commission
Total 3.80% 4.26%
Investments 0.67% 1.24%
Government 0.47% 0.69%
Exports 2.66% 2.32%

TABLE 1.4.3 Multiplier effects
of autonomous demand elements
on employment (%)

Ministry European
of Finance Commission
Total 3.83% 4.45%
Investments 0.84% 1.54%
State expenses 0.48% 0.70%
Exports 2.52% 2.20%
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TABLE 1.4.4 Multiplier effects
of autonomous demand elements
on total imports (%)

Ministry European
of Finance Commission
Total 6.17% 7.04%
Investments 1.52% 2.80%
State expenses 0.29% 0.42%
Exports 4.35% 3.81%

® increase in employment in the economy by about
3.19%;

® increase in total imports by about 2.21%.

Our estimates show, based on both scenarios, that
most of the growth of the economy is expected to
be caused by the positive effects of export growth,
followed by the positive effects of fixed capital forma-
tion and by the small increase in government spend-
ing. Also, our estimates seem to be in line with the
forecasts of both the Ministry of Finance and the Eu-
ropean Commission: Based on the scenario of the
European Commission, we estimate growth of 4.26%
versus 4.1% of the Commission, while based on the
scenario of the European Commission, we estimate
growth of 3.8% versus 3.6% of the Ministry. In com-
parison to our estimates, there is an overestimation of
the range of increase in employment and the exports
of goods and services.

Regarding the scenario that, ceteris paribus, tourism
revenues will be around 50% of 2019, the analysis
shows an increase in GDP of 2.89%. Compared to
the two scenarios mentioned above, this result can be
considered, at first, as impressive, but it has perfectly
logical explanations, which are the following:

1. GDP in 2020 dropped to 165.8 billion euro from
183.4 billion euro in 2019.

2. For travel receipts, reference is made to a size
corresponding to 2019. Thus, 50% of receipts in
2019 is equivalent to an almost 100% increase in
receipts in 2021 compared to 2020.

3. The multiplier of tourism is above the average of
the economy and, in fact, much higher than the

multiplier of investment and the multiplier of ex-
ports (the latter includes goods not only services).

4. Public expenditure, which has quite a high mul-
tiplier footprint not only in relation to the average
of the economy, but also in relation to tourism, on
the basis of both scenarios, is almost stagnant in
2021.

5. According to a study by KEPE on behalf of the
Ministry of Finance, the impact of funding from
the National Plan for Recovery and Sustainability
(ESAA) on GDP for 2021 will be of the order of
0.30%.°

Finally, it is worth noting that, often, to find the total (di-
rect and indirect) impact of tourism on GDP, a tourism
multiplier of 2.5 is used. This leads to a total (direct
and indirect) contribution of tourism to GDP of about
30%. It is rather obvious that estimates for the contri-
bution of tourism to GDP of 30% are incorrect, as this
would mean the recession of the Greek economy in
2020 would be at least 20%. On the contrary, com-
bining the above framework of multiplier effects with
national concepts that reflect the specific weight of the
tourism sector in the economy, we recently estimated
that the total multiplier effect of the tourism sector in
the Greek economy is around 12% of GDP, while the
share of tourism in GDP is in the range of 6%-7.2%
(Rodousakis and Soklis, 2021).

1.4.4. Conclusions

The analysis of the multiplier effects in the Greek econ-
omy for 2021 shows that based on the assumptions of
the scenarios of the Ministry of Finance and the Euro-
pean Commission for autonomous demand, we esti-
mate a GDP growth of 3.8% and 4.26%, an increase
of employment of 3.83% and 4.45%, and an increase
of total imports of 6.17% and 7.04%, respectively. Fur-
ther, based on the hypothesis that tourism revenues
will hover at 50% of 2019, we estimate one ceteris
paribus increase in GDP of 2.9%, in employment of
3.19%, and in total imports of 2.21%. The above results
show that tourism can be the “pillar” of development
for 2021, and it seems that the relevant government
planning for 2021 is based on this fact.

However, this fact is temporary and deals with the spe-
cial conditions that prevail in the Greek and interna-
tional economies due to the pandemic of COVID-19.
Tourism, due to its specific characteristics, has long
proven that it cannot play the role of the “locomotive”

5. For the period 2021-2026, KEPE estimates that the ESAA will contribute to growth cumulatively by 7.2%.
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of the Greek economy (Rodousakis and Soklis, 2021).
Indicatively, it is sufficient just to consider that in the
period 2008-2019, travel receipts rose by about 56.2%
and, at the same time, the nominal GDP reduced by
about 24.2%.

Therefore, given that the positive effects of the Nation-
al Plan for GDP Recovery and Resilience will begin to
emerge from 2022 onwards, the other components
of autonomous demand, other than exports, do not
appear to be able to support GDP growth above 2%
for 2021. Increasing tourism revenues by 4.54 billion
euro is the only way for the Greek economy to receive
the short-term growth stimulus that it so desperately
needs.
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1.5. Positive messages
and challenges for the Greek
stock market

Fotini Economou

1.5.1. Introduction

The outbreak of the health crisis in 2020 created un-
precedented conditions of uncertainty, both for the
international and the domestic market, which were
maintained due to the peak of the third wave of the
pandemic, with negative social and economic conse-
quences. Nevertheless, the Greek stock market com-
pleted the first four months of 2021 with positive re-
turns for all stock indices.

At the same time, the successful government bond is-
sues, with the raising of funds at particularly low bor-
rowing costs (at historically low levels), confirmed the
market’s confidence in the Greek economy. In addi-
tion, the first four months of the year ended with an-
other very positive development for the Greek econo-
my and market as, on April 23, 2021, the international
rating agency S&P Global Ratings upgraded Greece’s
credit rating from BB- to BB, while also improving the
country’s outlook from “stable” to “positive”. This is
the second upgrade, after the upgrade of the Greek
economy by the international rating agency Moody’s
in November 2020 from B1 to Ba3 with a stable out-
look, which is observed during the health crisis and
the unprecedented conditions of uncertainty that it
entails. This development is particularly positive, as,
according to S&P Global Ratings,' the upgrading of
the Greek economy reflects their “expectation of a rap-
id improvement in Greece’s economic and budgetary
performance as the adverse impacts of the COVID-19
pandemic subside”, while emphasis is also given to
the governance effectiveness.

This article presents the course of the Greek stock
market since the beginning of 2021 with emphasis on
key stock market indices and data. Moreover, having

completed more than a year of the pandemic, the
available stock market data allow the empirical investi-
gation of the impact of the pandemic on the returns of
the stock market. Finally, the last section of the article
summarizes and concludes.

1.5.2. The course of the stock market for the first
four months of 2021

After a year of intense uncertainty due to the pandemic
and its socio-economic impact, the first four months of
2021 ended with a positive sign, with all the stock indi-
ces of the Athens Stock Exchange (ATHEX) recording
positive returns.

More specifically, according to ATHEX data (Table
1.5.1), the Athex Composite Share Price Index in-
creased by 12.53%, reaching 910.37 points at the end
of April 2021 from 808.99 units at the end of December
2020. The course of the FTSE/Athex Large Cap Index
was similar, recording an increase of 14.37%, while the
FTSE/Athex Mid Cap Index also increased by 21.16%.
The course of the sector indices was also positive. The
three sector indices that recorded the highest returns
were FTSE/Athex Basic Resources, FTSE/Athex In-
dustrial Goods & Services, and FTSE/Athex Construc-
tion & Materials, with returns of 34.38%, 28.28%, and
19.88%, respectively. FTSE/Athex Banks followed with
a return of 18.44%. The lowest returns were recorded
by FTSE/Athex Financial Services and FTSE/ATHEX
Real Estate at 4.56%, and 4.52%, respectively.

According to ATHEX (2021)2 data, the total value of
Assets Under Custody held by domestic and foreign
investors (in total listed equities) reached €52.72 bil-
lion at the end of April 2021 (including the participa-
tion of the Hellenic Financial Stability Fund), increased
by 8.6% compared to the end of the previous month.
The participation of foreign investors was 62.2% and
the participation of domestic investors was 37.8%. Do-
mestic investors recorded inflows of €24.4 million in
April 2021 and total inflows of €94 million since the
beginning of the year, while foreign investors recorded
outflows of €24.4 million in April 2021 and total out-
flows of €94 million since the beginning of the year.
Note that foreign investors made 51.8% of transactions

1. See S&P Global Ratings, “Research Update: Greece Upgraded To ‘BB’ On Improved Governance Effectiveness; Outlook Positive”, April

23, 2021.

2. Note that in May 2021, the revised AXIAnumbers disposal began in the new environment of Hellenic Central Securities Depository SA

(ATHEXCSD) according to Regulation CSDR and Law 4569/2018.

26

KEPE, GREEK ECONOMIC OUTLOOK 2021/45



TABLE 1.5.1 Prices and returns for selected indices of the ATHEX (31/12/2020-29/4/2021)

29/4/2021 31/12/2020 Year min Year max Year change
(%)
FTSE/Athex Mid Cap Index 1,341.74 1,107.38 1,026.21 1,357.56 21.16%
FTSE/Athex Large Cap 2,212.69 1,934.64 1,718.82 2,234.40 14.37%
Hellenic Mid & Small Cap Index 1,369.95 1,202.50 1,110.37 1,392.77 13.93%
Athex Composite Share Price Index 910.37 808.99 726.02 919.21 12.53%
Athex All Share Index 210.51 187.55 175.88 211.18 12.24%
FTSE/ATHEX Mid & Small Cap Factor-Weighted Index  3,412.16 3,124.15 2,996.13 3,462.31 9.22%
FTSE/Athex Basic Resources 8,269.73 6,153.83  5,233.31 8,544.50 34.38%
FTSE/Athex Industrial Goods & Services 3,762.32 2,932.95 2,762.19  3,819.60 28.28%
FTSE/Athex Construction & Materials 3,310.09 2,761.06  2,565.75 3,310.09 19.88%
FTSE/Athex Banks 614.67 518.99 405.46 621.79 18.44%
FTSE/Athex Travel & Leisure 2,002.81 1,732.48 1,540.34 2,009.99 15.60%
FTSE/Athex Retail 56.69 49.57 46.54 58.49 14.36%
FTSE/Athex Technology 1,245.44 1,092.34 1,043.00 1,248.65 14.02%
FTSE/Athex Utilities 5,213.40 4,602.67 4,264.97 5,372.86 13.27%
FTSE/Athex Insurance 2,120.69 1,909.42 1,909.42 2,192.44 11.06%
FTSE/Athex Health Care 489.84 443.19 396.54 503.84 10.53%
FTSE/Athex Food & Beverage 10,862.44 9,885.18  9,045.08 10,966.04 9.89%
FTSE/Athex Consumer Goods & Services 8,533.79 7,781.92 6,939.31 9,231.17 9.66%
FTSE/Athex Energy 3,217.20 2,964.77  2,835.10 3,417.93 8.51%
FTSE/Athex Telecommunications 3,931.25 3,644.51 3,294.37 4,054.79 7.87%
FTSE/Athex Financial Services 798.77 763.95 679.98 832.38 4.56%
FTSE/ATHEX Real Estate 5,043.36 4,825.18  4,187.35 5,277.93 4.52%

Source: Daily official list of trading activity of the ATHEX (29/4/2021 and 31/12/2020).

in April 2021, from 57.5% in the previous month. More-
over, domestic retail investors made 24.1% of transac-
tions in April 2021, from 21.8% in the previous month.

The course of the value of equity transactions on the
ATHEX is also interesting (see Figure 1.5.1). The cash
value of settled transactions of equities for the first four
months of 2021 reached €6.13 billion, close to the lev-
els of the first four months of 2020 at €6.10 billion.

3. Based on the net price of each bond.
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According to April 2021 data, the cash value of set-
tled transactions of equities decreased to €1.63 billion
from €2.09 billion in the previous month, even though
it recorded an increase compared to April 2020, which
was at €1.01 billion.

Moreover, the course of the corporate bond indices
was also positive, with the Hellenic Corporate Bond
Price Index?® recording a return of 1.86% and the Hel-
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FIGURE 1.5.1

Cash value of settled transactions, January 2020-April 2021 (in million €)
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lenic Corporate Bond Index* a return of 2.91%.% Note
that during the first four months of 2021, the cash
value of settled transactions of corporate bonds de-
creased to €60.52 million from €81.16 million during
the first four months of 2020, even though the cash
value of settled transactions of corporate bonds was
at €16.50 million in April 2021, i.e., higher compared
to April 2020 when it was at €10.04 million (Figure
1.5.1).

Finally, improvement was also recorded in April 2021
in the KEPE GRIV implied volatility index, i.e., the so-
called “fear” index. The KEPE GRIV index reflects the
uncertainty of the derivatives market participants about
the expected short-term course of the Greek market
and is calculated on the basis of the FTSE/ATHEX
Large Cap options prices. The KEPE GRIV index de-
creased in April 2021, reaching 22.82% on 29/4/2021
from 25.97% on 31/3/2021, and 23.97% at the end of
December 2020. The index remained below its histor-
ical average level (since January 2004) for the Greek
market, which stands at 32.90%, while the average
daily value of the index decreased in April, reaching
24.00% from 25.35% in March 2021. The evolution of
the index during the period under examination reflects

a decrease in uncertainty for the expected short-run
course of the Greek market.

1.5.3. The impact of the pandemic on the stock
market: findings for the ATHEX

Having completed more than a year of the health crisis
that began with the outbreak of the COVID-19 pandemic
in Greece, the availability of stock market data makes it
possible to examine the impact of the pandemic on the
stock market. This current issue is of particular interest
to international research that empirically documents
the negative impact of the pandemic on international
stock markets, with increased risk and significant loss-
es for investors in the short term (Zhang et al., 2020).
In addition, empirical findings confirm the negative im-
pact of total domestic confirmed COVID-19 cases on
the respective stock markets (Al-Awadhi et al., 2020;
Ashraf, 2020; Cao et al., 2020).

In this article, we investigate the impact of the pan-
demic on the ATHEX using weekly® (percentage) re-
turns of the Athex Composite Share Price Index and
the weekly (percentage) change of the total con-

4. Based on the net price, accrued interest and the value of the payments of each bond.

5. Returns on 27/4/2021 according to the daily official list of trading activity of the ATHEX of 29/4/2021.

6. The use of daily observations implies the loss of Covid-19 case observations recorded on non-working days. For this reason, in the present
analysis, weekly observations (changes) were preferred, given the availability of a sufficient number of observations. To test the robustness
of the findings, the analysis was also performed using daily observations and the results did not differ qualitatively.
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firmed COVID-19 cases in Greece from March 2020
to April 2021. This variable is used in the internation-
al literature to examine the impact of COVID-19 on
the stock market (see, for example, Al-Awadhi et al.,
2020, and Ashraf, 2020). The data for the Athex Com-
posite Share Price Index were derived from investing.
com and COVID-19 cases data as recorded by Johns
Hopkins University.”

The least squares method was used to estimate the
following equation (with robust standard errors):

Athex Composite Share Price Index Return(%), =
= a + 3 ATotal COVID-19 cases(%),_, + &, (1)

where we examine the effect of the percentage weekly
change of the total COVID-19 cases of the previous
week in Greece on the percentage weekly return of the
Athex Composite Share Price Index during the current
week; t is the time and ¢, is a random error term.

According to the estimation of equation (1), there is a
negative and statistically significant relationship (coef-
ficient B is equal to -0.0174). Considering the long-term
stability of this relationship and taking into account the
importance of vaccination for the course of the pan-
demic and the prospect of exiting it, equation (1) is
re-estimated before and after the first vaccine mar-
keting authorization in the EU for the BioNTech and
Pfizer® vaccine on December 21, 2020 (with the first
vaccinations to follow within a few days in Greece).
By examining the two subperiods of the sample, the
observed negative relationship is located in the period
before the authorisation of the vaccine, with a 8 coef-
ficient of similar size (coefficient 8 equals to -0.0178)
and statistically significant, while in the second sub-
period there is no statistically significant relationship.
It seems, therefore, from the empirical findings, that
after the announcement of the vaccine authorisation
and the subsequent beginning of the vaccinations, the
negative impact of the COVID-19 cases in the course
of the Athex Composite Share Price Index is no longer
confirmed, despite their high number during the third
wave of the pandemic in Greece.

1.5.4. Conclusions

After an unusual stock market year, which was charac-
terized by increased uncertainty, the year 2021 start-

ed with positive stock returns for the first four months.
More specifically, all stock market indices recorded
positive returns, with FTSE/Athex Basic Resources and
FTSE/Athex Industrial Goods & Services indices stand-
ing out, while the banking sector was in fourth place
in the performance of industry indices. Moreover, the
total value of Assets Under Custody held by domestic
and foreign investors increased and the course of the
KEPE GRIV index reflected a decrease in uncertainty
for the expected short-run course of the Greek market,
based on April 2021 estimations.

At the same time, there are still positive signs coming
from the government bond market with the raising of
funds at low borrowing costs. Note that €3 billion were
raised at a historically low borrowing cost (zero cou-
pon and re-offer yield of 0.172%) from the successful
issuance of the 5-year government bond in early May
2021, while the yields on the recent issues of the Greek
Government Treasury bills of 13, 26 and 52 weeks re-
mained negative, with the yield of the recent 13-week
Greek Government Treasury bill in early May 2021 at
a historically low borrowing cost of -0.40%. These is-
suances followed Greece’s credit rating upgrade by
the international rating agency S&P Global Ratings in
April 2021.

The examination of the pandemic period, from March
2020 to April 2021, empirically confirms the negative
effect of the pandemic on the Athex Composite Share
Price Index returns for the period under examination,
with the negative effect of the weekly change of total
COVID-19 cases being detected in the period before
the authorisation and the beginning of the vaccination.
Note that the stock market is simultaneously affect-
ed by several factors, which could be considered in
a more detailed future analysis, which is beyond the
scope of this short article.

Finally, according to data provided in the Annual Report
of the Hellenic Capital Market Commission for 2020,
the total capital raised from equity issues amount-
ed to €102.34 million in 2020, significantly reduced
compared to €976.18 million in 2019, and the cap-
ital raised from the issuance of bonds amounted to
€1.02 billion from €525 million in 2019. More than
ever, the capital market should promote economic
growth by facilitating financing and contributing to
the utilization of the resources of the Recovery and
Resilience Fund.

7. Source of the data: COVID-19 Data Repository by the Center for Systems Science and Engineering (CSSE), Johns Hopkins University,
available at <https://github.com/CSSEGISandData/COVID-19>. See Dong et al. (2020).

8. Conditional marketing authorisation for the COVID-19 vaccine developed by BioNTech and Pfizer. See Press Release of the European
Commission <https://ec.europa.eu/commission/presscorner/detail/el/ip_20 2466>.
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Overall, there are positive messages from the mar-
kets, based on the analysis of the data of the first four
months of 2021. However, the challenges posed by
the health crisis remain, as its overall impact on the
real economy will depend, among other things, on the
course of vaccinations in the effort to mitigate the pan-
demic and return to “normality”.
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1.6. International environment:
Recent developments and prospects
of global economic activity

Aristotelis Koutroulis

The global economy showed great resilience in the
face of the 2020 crisis. This has created expectations
for a stronger economic recovery and a faster return of
economic activity to normalcy. Still, the global economy
remains vulnerable to the future dynamics of the pan-
demic. In a globalized economic environment where
economic strength is asymmetrically distributed among
states, there is room for more international solidarity and
closer economic policy coordination.

1.6.1. Trends and developments in the global
economy

After a difficult year for most nations, the world seems
to be entering a phase of the gradual restoration of
normalcy. On the public health front, significant pro-
gress regarding the discovery, production and distri-
bution of vaccines against Covid-19, along with mass
vaccinations of populations in several geographical
regions, indicate that the way out of the pandemic is
closer. Things are looking better on the economic front
as well.

According to recent revisions made by international
organizations to growth estimates, the decline in
global GDP over the past year is expected to be much
smaller than originally projected, with the rate of de-
cline in global GDP hovering around -3.5% (see Table
1.6.1) (EC, 2021; IMF, 2021; OECD 2021b; and UN,
2021a). The improved estimates mainly reflect the
unprecedented policy responses around the world.
In fact, it is estimated that without the combined
effects of automatic stabilizers, expansionary fiscal
and monetary policy and the emergency measures
to support the financial sector, the contraction of
world GDP in 2020 could have been three times larg-
er (IMF, 2021).

In 2021, the annual growth rate of global GDP is pro-
jected to range from 5.4 to 6 percentage points (see
Table 1.6.1). Global economic activity is expected to

KEPE, GREEK ECONOMIC OUTLOOK 2021/45

benefit from the fast reopening of the world’s two larg-
est economies, namely, China and the US, and the
strong rebound of manufacturing activity. On the de-
mand side, spending on digital equipment related to
teleworking and distance education as well as spend-
ing on durable goods —mainly passenger cars- are
among the key drivers of the global economic recov-
ery. As for economic policy, public support in the form
of fiscal and monetary stimulus will remain vital for
most economies (EC, 2021; IMF, 2021 OECD 2021b
and UN, 2021a).

Comparing last January’s growth forecasts with the re-
cently revised ones paints a clearly improved picture
of the global economy. However, a simple overview of
key macroeconomic figures at a national level reveals
significant differences across countries. Regarding
last year’s recession, the data show that economies
with disproportionately high dependence on tourism
or exports of raw materials were the recorded the larg-
est losses in terms of domestic production (IMF, 2021;
OECD 2021; and UN, 2021a). On the contrary, econ-
omies whose production structure is characterized by
the presence of a robust manufacturing industry ex-
perienced a milder economic crisis. At the same time,
these economies are expected to achieve faster recov-
ery rates in 2021 (UN, 2021a).

1.6.2. Inflation and Unemployment

Since the beginning of the year, inflation in devel-
oped economies has been following an upward trend.
Emerging inflationary pressures reflect, to a large ex-
tent, temporary supply shortfalls in the oil market, the
base metals market, the production of semiconductor
materials and international shipping (OECD, 2021a;
UN, 2021b).

According to IMF analysts, the rise in inflation marks
a return to its long-term trend without inspiring much
concern. This position reflects the modest increases
in wages and the reduced bargaining power of work-
ers in an environment of high productivity gaps, high
unemployment and high rates of underemployment
(IMF, 2021). Given that most central banks across
the globe are determined to react against stronger
inflationary pressures, the average annual inflation in
advanced and developing economies is not expect-
ed to exceed 1.6% and 4.9%, respectively (see Table
1.6.2).
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TABLE 1.6.2 Inflation’

(annual percentage changes)

Advanced economies
USA

Euro Area

Japan

United Kingdom
Developing economies
Brazil

Russia

India

China

IMF
0
1.2
0.3
0
0.9
5.1
3.2
3.4
6.2
2.4

2020*
EC OECD IMF
1.6

12 12 23
03 03 1.4
0 0 0.1
09 09 15
4.9

48 4.6

35 45
6.5 49

25 25 1.2

2021*
EC OECD
2.2 3
1.7 1.8
0.3 0.1
1.6 1.3
4.9
4.7
5.4
15

2022*
IMF EC OECD
1.7
2.4 2 24
12 13 13
07 09 06
19 18 17
4.4

4 4
34 43
4.1 48
1.9 2.4

Sources: IMF, World Economic Outlook, April 2021; OECD, OECD Economic Outlook, (Vol. 2021/1: Preliminary version); European

Commission, European Economic Forecast, Spring 2021.

* Projections.

Note: 1. The sub-group of emerging economies is included in the group of developing economies.

TABLE 1.6.3 Annual unemployment rates

IMF
USA 3.7
Euro Area 7.6
Japan 2.4
United Kingdom 3.8
Brazil 11.9
Russia 4.6
China 3.6

2019

EC
3.7
7.5
2.3
3.8

OECD
3.7
75
2.8
3.8

IMF
8.1
7.9
2.8
4.5
13.2
5.8
3.8

2020*

EC OECD

8.1 8.1

7.8 7.9
3 3

4.4 4.5
6

4.2

IMF
5.8
8.7
2.8
6.1
14.5
5.4
3.6

2021**
EC
4.6
8.4
2.9
5.6

5.7

OECD
5.6
8.2

3
5.4

IMF
4.2
8.5
2.4
6.1
13.2
5
3.6

2022**
EC
3.4
7.8
2.6
5.9

5.7

OECD
4.3
7.9
29
5.8

Sources: IMF, World Economic Outlook, April 2021; OECD, OECD Economic Outlook, (Vol. 2021/1: Preliminary version);
European Commission, European Economic Forecast, Spring 2021.

* Estimations, ** Projections.
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Despite the unprecedented emergency measures to
support labour markets, unemployment rates have in-
creased considerably. According to the International
Labor Organization, total working hours worldwide fell
by 8.8 percentage points in 2020, which is equivalent
to the loss of 255 million full-time jobs (ILO, 2021; UN,
2021a). Over the same period, the exit of 81 million
workers from the labour force led to a reduction in la-
bor force participation rates by 2.2% (ILO, 2021; UN,
2021a). Along with these developments, the total num-
ber of people living in extreme poverty increased by 95
million (IMF, 2021).

The workers mostly affected by elevated unemploy-
ment, underemployment and low wages are mainly
found in the demographic groups of young people,
women and low-skilled workers. This asymmetry re-
flects the disproportionately high share of the three
groups in the workforce of the sectors that have been
hit harder by the pandemic (accommodation and ca-
tering services, entertainment, arts, etc.) (IMF, 2021).
Given the social protection gap regarding informal em-
ployment, the burden of suffering is worse for workers
of the informal sector. The problem is particularly wor-
risome in regions of Africa, East and South Asia and
Latin America where the proportion of informal to total
employment exceeds 50% (UN, 2021a).

Throughout 2021, unemployment rates are projected
to remain elevated in most regions of the world (see
Table 1.6.3 above). This pessimistic projection reflects
a combination of factors: the large concentration of the
unemployed in sectors and occupations that require
direct social contact; the large share of these sectors
in total employment (OECD, 2021a); the persistence
of social distancing on a voluntary basis; and the per-
manent loss of jobs either due to the acceleration of
automation processes or due to the exit of firms from
the market.

1.6.3. Economic developments across the globe

Advanced economies

Fast vaccine deployment along with the gradual lifting
of restrictive measures have significantly improved the
economic climate in most advanced economies. With
expansionary economic policy supporting aggregate
demand and household and business confidence on
the rise, it is estimated that the average annual GDP
growth rate in the advanced world will reach 5% this
year (see Table 1.6.1).

Owning to accommodative monetary policy and two
significant fiscal packages, the US economy is project-

34

ed to obtain the highest growth rate since 1966 and
take the advanced world’s recovery lead in 2021 (UN,
2021a). Along with policy interventions, encouraging
messages from rapid vaccination rates and improving
labor market conditions have boosted household and
business confidence, thereby creating expectations
for a faster normalization of economic activity than fore-
seen (IMF, 2021; UN, 2021a).

Compared to the US, economic recovery rates in the
Eurozone and Japan are set to be milder (see Table
1.6.1). According to the IMF, this diversification reflects
differences between the three economies regarding
(a) the response of national health authorities to the
pandemic, (b) the attitude of the population towards
public health threats, (c) the degree of adaptability of
economic agents to pandemic life, and (d) pre-pan-
demic trends and structural weaknesses (IMF, 2021).

The Eurozone’s economic recovery is linked to in-
creased private consumption, expansionary fiscal poli-
cy and rising external demand, mainly from the US. On
the supply side, manufacturing has proved remarkably
resilient with output picking up in most manufacturing
subsectors. In contrast, service activities requiring
close proximity between consumers and producers
are expected to experience a gradual recovery during
the second half of 2021. As for Japan, economic activ-
ity is expected to recover at a moderate pace this year
on the back of public spending and manufacturing ex-
ports (OECD, 2021b).

Emerging and developing economies

The observed discrepancy between government pro-
curement of vaccines and demographic data in many
developing countries has raised concerns about the
prospects of the vaccination process (IMF, 2021).
Equally worrying is the spread of coronavirus variants
in India and other regions of developing world. In turn,
heightened uncertainty regarding public health may
slow down economic recovery and add pressures for
additional policy support in countries that have already
exhausted their public finances (OECD, 2021b). Nev-
ertheless, the average annual rate of GDP growth in
emerging and developing economies is projected to
be around 6%. This projection reflects the positive out-
look of commodity-producing economies and China’s
strong rebound.

Thanks to the effective control of the pandemic, the
sizable economic policy support, and the fast recov-
ery of the manufacturing sector, China managed to be
the only large economy that registered positive growth
rates in 2020. As Chinese manufacturing is gaining
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momentum, it is expected to lead the economic recov-
ery of the country and simultaneously boost economic
activity in China’s supply-chain partners. In India, last
spring’s adverse developments on the epidemiological
side are expected to exert only a temporary negative
impact without derailing the country from its recovery
path. As for the other two major emerging economies,
Russia and Brazil, they are expected to benefit from
rising international demand for the commodities they
produce and export.

1.6.4. World trade and commodity prices

The progress in vaccine deployment in combination
with the reopening of the national borders, the rising
demand for consumption and capital goods and the
gradual restoration of normality in global supply chains
have improved the prospects of international trade.
According to the IMF, the total volume of international
trade (goods and services) is expected to increase by
8.4% in 2021 (see Table 1.6.4). So far, merchandise
trade remains the key driver of global trade. In contrast
to merchandise trade, which has already returned to
2019 levels, the volume of cross-border trade in ser-
vices (tourism, international travel) shrank by 85% in
the first quarter of 2021 (UN, 2021a). This asymmetry
between goods and services is projected to dim only
gradually over the next months and only after a suffi-
cient number of countries have managed to bring the
pandemic under control.

TABLE 1.6.4 World trade volume'
(annual percent changes, goods and services)

Commodity prices are expected to follow an upward
trend in 2021. More specifically, temporary ‘bottle-
necks’ in international crude oil markets are estimated
to drive the average international oil price from $41.29
per barrel in 2020 to $58.58 in 2021 (IMF, 2021). Basic
industrial metal prices are also set to rise due to the
strong manufacturing recovery in China and many ad-
vanced economies. As for the prices of precious met-
als, they will move upwards as a result of the extremely
loose monetary policy and the low interest rates. Fi-
nally, increased demand for food commodities, either
for immediate consumption or storage, in combination
with low harvests due to adverse weather conditions,
is expected to add some pressure on food commodity
prices.

1.6.5. Downside risks and international policy
coordination

The gradual deceleration of Covid-19 spreading across
advanced economies in combination with the strong
rebound of the world’s two largest economies —China
and the US- have led analysts to take a more optimis-
tic view about global growth prospects. On the oth-
er hand, available data on the daily number of new
reported cases and new mutations in the rest of the
world suggest that the pandemic is far from over for
many developing countries (UN, 2021a). At the same
time, the downside risks surrounding global economic
recovery remain high. These are related to (a) a longer-

2019* 2020* 2021** 2022**
World trade volume
(goods and services) 0.9 -8.5 8.4 6.5
Imports
Advanced economies 1.7 -9.1 9.1 6.4
Developing economies -1 -8.6 9 7.4
Exports
Advanced economies 1.3 -9.5 7.9 6.4
Developing economies 0.5 -5.7 7.6 6

Source: IMF, World Economic Outlook Update, April 2021.

* Estimations, ** Projections.

Note: 1. The sub-group of emerging economies is included in the group of developing economies.
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term impact of the crisis on the economies’ productive
capacities, (b) tighter financing conditions, (c) increas-
ing protectionism of domestic producers against for-
eign competition, (d) escalating social tensions, and
(e) adverse weather conditions due to global warming.

By prolonging uncertainty, these risks could make
households and firms excessively cautious when con-
suming and investing, respectively, thereby leading to
a softer than projected economic recovery. The prob-
lem is particularly worrisome in financially constrained
developing countries that cannot continue to support
their economies through expansionary economic poli-
cies. To address this problem and secure the recovery
of financially weaker countries, the global communi-
ty needs to ensure that international coordination on
economic policy is maintained.

Although the issue of international solidarity and coop-
eration has received special attention from policy mak-
ers across the globe, little progress has been made in
practice. Perhaps the best way to illustrate poor inter-
national coordination is to consider the distribution of
available vaccines across countries: As of last April,
50% of the global stock of vaccines against Covid-19
had been acquired, through pre-purchases, from rich

36

economies that host 16% of the world population (IMF,
2021). Obviously, the manifestation of such ‘ethnocen-
tric’ behaviors on the epidemiological side is not in line
with the spirit of international solidarity and coopera-
tion that our times demand.
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2. Fiscal developments

KEPE, Greek Economic Outlook, issue 45, 2021, pp. 37-42

State Budget, public debt, and fiscal
figures perspectives

Elisavet I. Nitsi

2.1. State Budget execution, January-May 2021

According to the most recent data retrieved from the
General Accounting Office,’ on a modified base, the
execution of the State Budget in the period January-
May 2021 is significantly deficient compared to the
corresponding period of 2020, but it is less deficient
compared to the monthly estimates, as they were re-
flected in the executive summary of the State Budget
for the fiscal year 2021. The deficit was expected, as
there was a necessity for higher expenditures to cover
the needs resulting from the Covid-19 pandemic.

According to the data shown in Table 2.1.1, the State
Budget had a deficit in its balance amounting to 10.8
billion euros in the period January-May 2021, against a
deficit of 7.5 billion euros in the corresponding period
of 2020, and a target for deficit of 938 billion euros. The
State Budget Primary Balance, also deficient, stood to
8.2 billion euros in comparison to the primary deficit of
4.8 billion euros for the same period in 2020 and the
primary deficit target of 7.2 billion euros.

Net revenues of the State Budget amounted to 18.3 bil-
lion euros, showing an increase compared to the reve-
nues of the corresponding period in 2020 of 2.3 billion
euros or 14.1%, and a decrease of 259 million euros or
1.4% against the targets set by the 2021 Budget. Pub-
lic Investment Program (PIP) revenues reached 1.3 bil-
lion euros, around the same level compared to the cor-
responding period of 2020 (49 million euros or 3.8%
more), but less than the budget target by 594 million
euros or 30.7%. More specifically, the rise in revenue
compared to the same period last year is mainly due to
tax collection (1.5 billion euros), transfers (311 million

euros) and other current revenues (304 million euros).
On the contrary, the decrease in revenues in relation
to the targets set came from transfers that were below
the target by 148 million euros and reduced tax col-
lection by 132 million euros, while, at the same time,
there were no budgeted sales of fixed assets of 143
million euros. This decrease was partially offset by a
significant increase in other current revenues of 295
million euros.

On the expenditure side, which amounted to 29.1 bil-
lion euros, the State Budget in the January-May 2021
period increased by 5.6 billion euros or 23.8% com-
pared to the corresponding period of 2020, while in
comparison with the target set at 28.3 billion euros, it
increased by 801 million euros or 2.8%. The main rea-
sons for this expansion compared to the same period
last year are the significant increase in transfers due
to pandemic measures, by 3.9 billion euros or 33.9%,
and spending on armaments programs of the Ministry
of Defense (acquisition of fixed assets), by 1.2 billion
euros, an expenditure for which only 557 million euros
had been budgeted, while in the corresponding period
of 2020 only 56 million euros had been spent. In addi-
tion, it should be noted that a significant part of the ap-
propriations to be transferred to the category of trans-
fers within the period January-May were ultimately not
transferred. Moreover, the PIP expenditures, amount-
ing to 3.6 billion euros, increased by only 199 million
euros or 5.9% compared to the same period last year
and by 1.8 billion euros or 104.5% compared to the
target set by the 2021 Budget. Finally, in the 2021
Budget, for the first time, 2.6 billion euros have been
budgeted from the Recovery and Resilience Fund, of
which 329 million euros were expected in May, a fund
that ultimately had not been absorbed.

Overall, the implementation of the Budget in the first
five months of 2021 shows a relatively small deviation
from the targets set by the Ministry of Finance Budget
for 2021, as the Covid-19 pandemic lasted longer and
led to a prolonged lockdown requiring more than the
budgeted funds to address it. The deviation from the
corresponding period of 2020 is clearly due to the

1. Based on preliminary data published in the State Budget Execution Monthly Bulletin: May 2021, General Accounting Office, June 2021.
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TABLE 2.1.1 State Budget Execution, January-May 2021 (mill. €)

Jan-May 2020 Jan-May 2021 2020 2021
Outcome Outcome Budget estimates Outcome?  Budget 20213
2021°

State Budget

Net revenue 16,029 18,290 18,549 47,364 52,970
Taxes 15,471 16,920 17,052 43,198 48,652
Social contributions 22 23 23 54 54
Transfers 1,590 1,901 2,049 6,537 6,951
Sales of goods & services 168 233 229 507 603
Other current revenue 551 855 560 2,731 1,636
Sales of fixed assets 2 60 303 8 330
Sales of valuables 0 0 0 0 0
Tax refunds 1,775 1,644 1,666 5,672 4,256

Expenditures 23,523 29,118 28,317 70,169 67,811
Compensation of employees 5,567 5,546 5,575 13,335 13,544
Social benefits 53 117 38 137 199
Transfers 11,446 15,329 13,546 38,751 31,394
Purchases of goods & services 362 462 325 1,618 1,251
Subsidies 25 16 32 248 80
Interest payments (gross basis) 2,652 2,821 2,600 4,774 4,510
Other current expenditures 3 20 54 29 91
Non allocated expenditure 0 0 3,519 0 4,709
Purchase of fixed assets 56 1,249 557 631 2,646
Purchase of valuables 0 0 0 0 0
Public Investment Program (PIP)

Revenue* 1,294 1,343 1,937 5,542 4,192

Expenditures 3,360 3,559 1,740 10,647 6,750

Recovery and Resilience Fund® 0 0 329 0 2,635

State Budget Primary Balance -4,843 -8,167 -7,169 -18,195 -10,331

State Budget Balance®” -7,494 -10,828 -9,769 -22,806 -14,841

Source: General Accounting Office, Greek Ministry of Finance.

Notes:

1. Budget targets, according to the total estimates as depicted in the 2021 Budget introductory report.

2. Total revenue and expenditure outcome is preliminary and will be finalized after the vote of the 2020 annual Budget report (for both
revenue and expenditure).

3. Annual estimates as depicted in the executive summary of the 2021 Budget introductory report.

4. Revenues from the Public Investment Program (PIP) fall into the categories of “Transfers” and “Other current revenues”.

5. Revenues of the Recovery and Stability Fund are contained in the category “Transfers”.

6. + surplus, - deficit.

7. Data is presented according to the new economic classification (Presidential Decree 54/2018).
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impact of the pandemic, which in that period had not
even started to produce economic effects that could
be found in the implementation of the budget.

2.2. The evolution of Greek public debt, first
quarter 2021

According to the latest data available from the General
Accounting Office,? in the first quarter of 2021, the
Central Government’s debt amounted to 380,795.05
million euros, an increase by 6.8 billion (1.8%) com-
pared to the previous quarter, i.e., end of 2020, and 19
billion (5.2%) compared to the corresponding quarter
of 2020. In addition, cash deposits decreased by 0.6
billion (3.3%) compared to the end of 2020 and 7.2 bil-
lion (28%) compared to the first quarter of 2020.

The observed increase in the last quarter can be at-
tributed mainly to the issuance of bonds and Treasury
Bills that took place during the same period. The in-
creased borrowing of the Greek State was used to fi-
nance the increased Budget expenditures, such as the
measures that have been taken in order to support the
health system due to the pandemic, and to help the
economy to cope with the recession, a consequence
of the pandemic.

The composition of Central Government debt in the first
quarter of 2021 is presented in Table 2.2.1. Based on
the type of interest rate, fixed versus floating, the Central
Government debt, on a percentage basis, amounted to
979.8% and 2.2%, respectively. There is a change in
the composition of debt in favor of fixed rates as com-
pared to the previous quarter (96.7% and 3.3%), but

TABLE 2.2.1 Central Government debt' (in million €)*

Period

Outstanding Central Government debt
Debt by type of interest rate
Fixed rate?

Floating rate?®

Debt by way of trading
Tradable

Non-Tradable

Debt by currency

Eurozone

Non-Eurozone currencies
Cash Deposits of the H.R.*

Debt guaranteed by the Central Government

2020Q1 2020Q4 2021Q1
361,828.74 374,005.73 380,795.05
346,631.93 361,663.54 372,417.56
15,196.81 12,342.19 8,377.49
69,109.29 78,541.20 86,440.48
292,719.45 295,464.53 294,354.57
357,848.62 369,891.67 380,033.46
3,980.12 4,114.06 761.59
25,675.20 17,891.90 18,474.60
9,987.61 14,306.26 13,896.65

Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

Notes:

1. Central Government Debt differs from General Government Debt (Maastricht definition) by the amount of intra-sectoral

debt holdings and other ESA ’95 adjustments.

2. Fixed/floating ratio is calculated taking into account i) interest rate swap transactions, ii) the use of funding instruments
by the ESM regarding the loans that have been granted to the Hellenic Republic and iii) the incorporation of the risk metrics

of the EFSF’s liability portfolio into the Greek debt portfolio.
3. Index-linked bonds are classified as floating rate bonds.

4. Included balance of dedicated cash buffer account, 15,697.3 million euro on 31/03/2020 & 30/06/2020.

* Estimates.

2. Public Debt Bulletin, March 2021, General Accounting Office, Ministry of Finance.
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mainly in regard to the corresponding quarter of 2020
(95.8% and 4.2%, respectively). An analogous change
is observed in favor of the non-tradable to tradable
debt, which stood at 22.7% and 77.3%, respectively,
over the period considered. Finally, the composition
of Central Government debt by currency remained es-
sentially unchanged compared with the previous quar-
ter, as well as to the same quarter of 2020 (98.9% in
euro). In addition, as far as the guarantees provided by
the Greek government are concerned, they display a
relatively small increase, by 582 million euros or 3.3%,
after continuous reductions.

The distribution of debt, based on the residual ma-
turity in the first quarter of 2021, is reflected in Table
2.2.2. Short-term Greek government securities (with
maturity less than one year) represent 14% of the total,
compared to 10.7% from the medium-term notes (with
maturities of one to five years), and 75.3% from long-
term issues (maturity after five years) of 13.4%, 11.3%
and 75.4%, respectively, which was the last quarter of
2020. Compared to the same quarter of 2020, there is
no significant change in the debt distribution.

The average residual maturity of the total Central
Government debt stood at 19.28 years, slightly de-
creased from that of 20.31 years in the correspond-
ing quarter of 2020. It should be noted that the av-
erage residual maturity of the total Central Govern-
ment debt has tripled since the country’s entry to the
support mechanism, which amounted to 7.65 years
in the second quarter of 2010. Furthermore, regard-
ing the new borrowing of the Greek government dur-
ing the reporting period, the weighted average ma-
turity rose to 8.06 years, with a significant increase
from the level of 4.05 years at which it had formed at
the end of 2020.

New borrowing for the first quarter of 2021 decompos-
es to 59.9% in Treasury Bills, 36.4% in fixed bonds,
3.6% in SURE loans and only 0.1% comes from Euro-
pean Investment Bank loans (Graph 2.2.1).

Graph 2.2.2 shows the redemption schedule of the
Central Government debt based on the latest pub-
lished data. From the display of newer data, it seems
that apart from the present year (2021), the dispersion
of the burden of redemption of public debt has now
leveled, with few exceptions, at less than 10 billion eu-
ros per year until 2070.

In conclusion, debt, although it showed an increase
in the last quarter, does not raise concerns, as the fi-
nancing needs of the Greek economy were particular-
ly high due to the pandemic and the measures need-
ed to deal with its consequences. In this context, the
Greek government maintained, utilized and improved
the management of all government cash deposits, but
also had a continuous publishing presence in the in-
ternational capital markets, maintaining at the same
levels the average weighted maturity of short-term
borrowing and risk-taking ratios. The mixed financ-
ing needs arising from the pandemic were mainly met
by consortium issues of fixed-rate, 15-year, 7-year and
10-year bonds.

To conclude, debt increased significantly, especially
in terms of GDP, given the significant decline in GDP
(debt to GDP ratio reached 205.6% in 2020), due to the
significant increase in the Budget deficit, necessary to
finance all the support measures for the economy in
the effort to deal with the pandemic, as discussed in
the previous section. However, the cost of the Greek
government’s borrowing was at historically low lev-
els, as Greek government bonds were included in the

TABLE 2.2.2 Budgetary Central Government debt by residual maturity (amounts in mil. €)*

Period 2020Q1 2020Q4 2021Q1
Total volume 361,828.74 374,005.73 380,795.05
Short-term (up to 1 year) 48,445.79 52,461.48 53,464.91
Medium-term (1 to 5 years) 40,713.15 39,861.04 40,722.34
Long-term (more than 5 years) 272,669.80 281,683.21 286,607.80

Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

* |t concerns the volume of bonds, interest-bearing bills and short-term securities and not the total Debt of the Central

Administration.
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GRAPH 2.2.1
Composition of borrowing, first quarter 2021

SURE loans 3.6%

Fixed bonds 36.4% =

European Investment Bank loans 0.1%

Treasury bills 59.9%

Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

GRAPH 2.2.2

Redemption schedule of Budgetary Central Government Debt on 31/3/2021 (amounts in million euro)
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Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

Notes: Buy-backs are scheduled for the smoothening of redemptions.
Including extension of EFSF loans agreed on at the Eurogroup of 22-6-2018.

PEPP (Pandemic Emergency Purchase Program) of
the European Central Bank (ECB) to address the fi-
nancial consequences of the pandemic. In addition,
the ECB accepted Greek bonds as collateral to pro-
vide liquidity to Greek banks. The upgrade of Greece’s
credit rating by Standard and Poor’s and Moody’s was
a result and, at the same time, helped to further re-
strain Greek bond vyields. Finally, lending, both long-
term and short-term, contributes to the normalization
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of Greek bond maturities. Based on the above, the
Greek public debt can be considered sustainable both
in the medium and long term.

2.3. Fiscal figures perspectives

The evolution of the country’s fiscal figures in the rest
of 2021 depends on (a) the course of the health crisis
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and especially the course of vaccinations, so that a
wall of immunity can be created to control the pan-
demic and allow economic activity and especially tour-
ism to function, both in summer and autumn when the
fourth wave of the pandemic is expected, and (b) the
timely absorption of the funds of the Development and
Sustainability Fund, together with the low interest rates
financing the Greek economy from the markets, will
become the driving force that will lead to economic
growth, necessary to balance the Budget deficits and
reduce the public debt. However, the contribution of
private investment in the implementation of the recov-
ery plan, which will lead to multiplier benefits for the
Greek economy, should also be important. A key ele-
ment in this contribution will be the commercial banks
and the credit they will channel for their financing.

Budget execution, which is significantly in deficit the
period under examination compared to the corre-
sponding period of 2020, will improve in the coming
months. This will succeed by controlling the pandemic,
as spending on pandemic measures taken earlier this
year will be significantly reduced, but also with the si-
multaneous increase of revenues, due to the increase
of taxes and social contributions collection. Thus, the
estimates for a primary deficit of 7.2% of GDP by the
Ministry of Finance is in line with the recent estimates
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of the European Commission (7.3% of GDP), while the
IMF gives an even smaller deficit (6% of GDP). In ad-
dition, the level of economic development in 2021 will
be an important element. The forecast for economic
development of 3.6% of GDP in the Stability Program
is rather conservative, given that the recession in the
first quarter of 2.3% of GDP (as measured by ELSTAT)
is threefold lower than expected by the Ministry of Fi-
nance, revenues are increased, as retail and catering
businesses opened and the expected funds of the
Development and Sustainability Fund will contribute
to further improving the primary results. If, finally, the
economic development in 2021 is a little over 4% of
GDP, as predicted by the European Commission and
Greek institutions such as KEPE, the Bank of Greece
and the Parliamentary Budget Office, then the devel-
opment of the Greek economy will be even better.

Regarding the public debt, its composition, financing
needs and the ECB’s loose monetary policy, in combi-
nation with the positive effect of the Fund for Recovery
and Sustainability’s funds in GDP in the coming years,
will contribute greatly in the management of the Greek
debt in the medium term. Finally, the economic devel-
opment expected for 2021 and the coming years will
contribute to the reduction of public debt as a percent-
age of GDP.
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3. Human resources and social policies

KEPE, Greek Economic Outlook, issue 45, 2021, pp. 43-53

3.1. Recent developments in key
labour market variables

loannis Cholezas

3.1.1. Introduction

The reduction in economic activity in 2020 due to the
social distancing measures to contain the spread of the
Covid-19 virus had adverse effects on the Greek GDP,
which dropped by 8.2% compared to 2019, while the
respective drop in the EU27 was 6.1%." Employment
was also hurt both in Greece and internationally. The
economic measures introduced by the Greek govern-
ment early on and in accordance with the European
directions and practices managed to contain, but did
not eliminate, the adverse economic consequences of
the pandemic. Thus, both the number of the employed
and the number of the unemployed decreased in
2020, while the impact of the pandemic on the labour
market increased further if one considers the number
of jobs that were not created due to uncertainty and
the reduced economic activity. The axes of the analy-
sis that follows confirm the variety of impacts the pan-
demic has had on the population and the changes in
practices and behaviours caused by it. These changes
dictate the reshaping of the institutional framework,
which is already under way.

3.1.2. Employment

The number of the employed aged 15-74 decreased
by 35.5 thousand people (or -0.9%), amounting to
3,875,500 individuals in 2020 on average (Graph 3.1.1).
Given the unprecedented measures of social distanc-
ing to avoid the spread of the virus and the complete
or partial suspension of many businesses, the reduc-
tion in employment seems rather small. The annual
outcome was driven by the reduction in the number
of the employed that took place in the second quarter

(-2.8% or 112.4 thousand lost jobs) when the country
faced the first wave of the pandemic. The age decom-
position of the employed reveals that the biggest de-
clines took place in age groups 25-29 and 30-44 (-21.7
thousand and -59.1 thousand, respectively). However,
the proportional decreases in the number of the em-
ployed were the biggest in age groups 25-29 (-6.2%)
and 20-24 (-6.0%). It seems, then, that irrespective of
the criterion used, the age group 25-29 lost the most
in terms of employment.

However, the scope of the negative impact of the pan-
demic does not involve only lost jobs. The fact that
the Greek economy was experiencing an expansion
in employment before the pandemic should also be
considered. Note that approximately 96 thousand
jobs were created in the second quarter of 2019, while
112.4 thousand jobs were lost in the first quarter of
2020. Their sum exceeds 200 thousand lost jobs over-
all, and it probably reflects a better estimate of the em-
ployment losses due to the pandemic. Assuming that
employment would have increased in a similar manner
in 2020 as it did in 2019 may be moderate. In the fourth
quarter of 2019, new jobs were indeed fewer than
those in the previous two years, but in the first three
quarters of 2019, the number of new jobs exceeded
the respective number in 2018 (Graph 3.1.2).

Men were more likely to lose their job in 2020. The
number of employed men decreased by 32.8 thou-
sand persons, while the number of employed women
decreased by nearly 2.8 thousand persons. Actually,
the number of employed women decreased by -0.2%
throughout 2020, despite the fact that it had reached
-2.4% in the second quarter of 2020. However, Graph
3.1.1 shows that there have been groups within both
genders that followed a different path, either compared
to the other same gender groups or compared to the
general declining trend. In this context, the number of
employed men aged 15-19 increased along with men
and women aged 45+ whose number also increased.
On the contrary, the reduction in the number of em-
ployed women aged 15-24 and employed men aged
25-29 far exceeded the average reduction. These dif-

1. See <https://ec.europa.eu/eurostat/databrowser/view/tec00115/default/table?lang=en>.
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GRAPH 3.1.1

Proportional change in the number of the employed by age group and gender, 2019-2020 (%)

65+

45-64

30-44

25-29

20-24

15-19

Total

= Women

Men m All

Source: Labour Force Survey, ELSTAT, KEPE processing.

GRAPH 3.1.2

Annual change in the number of the employed by quarter (in ’000s)
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Source: Labour Force Survey, ELSTAT, KEPE processing.

ferences are probably the result of the uneven distribu-
tion of the pandemic’s impact on sectors of economic
activity and occupations combined with gender and
age segregation.

Despite horizontal support measures that addressed
the entire economy in 2020, the sector of economic
activity proved important for the size of the pandemic’s
impact (Table 3.1.1). The decrease in the number of

a4

2020

2014
2015
2016
2018
2019
2020
2014
2015
2016
2017
2018
2019
2020

the employed in the already declining sector of Agri-
culture, forestry and fishing was three times bigger in
2020 compared to 2019; hence, the pandemic sped up
the developments. From the remaining sectors, which
employ a significant share of the workforce, both Man-
ufacturing and Accommodation and food service activ-
ities saw the number of the employed persons drop,
while in 2019, they both exhibited an increase. Thus,
the pandemic reversed the trend.
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TABLE 3.1.1 Employed individuals by sector of economic activity and decreasing share
of total employment share

Change Change 2020
2018-2019 2019-2020

(000s) (%)  (000s) (%)  (000s) (%)

Wholesale and retail trade, repair of motor

vehicles and motorcycles 3.4 0.5 218 32 7137 18.4
Agriculture, forestry and fishing -16.0 -3.4 -41.6 -9.2 412.0 10.6
Manufacturing 19.3 5.4 -6.0 -1.6 371.1 9.6
Public administration and defence, compulsory

social security 4.8 1.4 9.0 2.7 350.5 9.0
Accommodation and food service activities 20.2 5.6 -38.2 -10.0 343.7 8.9
Education 17.7 5.8 3.0 0.9 323.9 8.4
Human health and social work activities 5.8 24 20.6 8.3 269.0 6.9
Professional, scientific and technical activities 3.7 1.7 11.3 52 2295 5.9
Transportation and storage 22.2 12.0 1.6 0.8 208.5 5.4
Construction -4.0 -2.6 -6.9 -4.6 140.8 3.6
Information and communication 55 5.7 -2.1 -2.1 100.1 2.6
Other service activities 1.6 2.0 4.4 5.3 87.0 2.2
Administrative and support service activities 25 28 6.1 6.7 84.8 22
Financial and insurance activities -3.4 -3.9 0.4 0.4 84.6 2.2
Arts, entertainment and recreation 1.3 25 3.0 55 56.7 1.5
Electricity, gas, steam and air conditioning

supply -1.1 -3.6 2.9 9.7 32,5 0.8
Water supply, sewerage, waste management

and remediation activities 0.8 25 7.2 -21.7 26.0 0.7
Activities of households as employers -4.9 -16.3 -3.4 -13.6 21.6 0.6
Mining and quarrying 1.2 10.6 -1.4 -11.2 11.1 0.3
Real estate activities 0.1 2.0 0.1 2.0 5.1 0.1
Activities of extraterritorial organizations and

bodies 2.2 103.5 -0.7 -17.3 3.6 0.1
Total 83.0 2.2 -35.5 -0.9 - -

Source: Labour Force Survey, ELSTAT, KEPE processing.
*: The column represents shares of total employment.

Notes: a) sectors are ranked based on their shares in total employment in 2020, b) italics represent a bigger than average
decrease in period 2019-2020.
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On the other hand, the number of the employed in
Wholesale and retail trade, etc. increased by 3.2% in
2020 when, most of the time, stores were closed or
operated under restrictions. Interestingly enough, the
respective increase in 2019 did not exceed 0.5%. This
is probably the best proof of the strong effects gov-
ernment support measures have had on the labour
market. However, one should not ignore the fact that
certain areas of commercial activity were strengthened
during the pandemic, like e-stores, as well as some
complementary activities, like transport services. On
the other hand, the number of the employed in Human
health and social work activities increased, as expect-
ed, due to the increased demand for doctors, nurses,
etc., because of the pandemic.

The number of the employed increased in five out of
ten occupation groups (Graph 3.1.3). Six groups had
a share bigger than 8% in 2020. Of these groups, the
number of employed individuals decreased in Skilled
agricultural and fishery workers by -8.5%, while the
number of the employed in Technicians and associate
professionals increased by 6.0%. It is evident that the
general trend shifted in 2020, since in 2019, only two

GRAPH 3.1.3

occupational groups exhibited a decrease in their size.
It is also interesting that the number of the employed
in the first three groups in Graph 3.1.1 increased faster
than in 2019.

The biggest part of the decrease in the number of
the employed was in paid employees (-22.6 thou-
sand)? and self-employed without personnel (-16.8
thousand). However, in relative terms, the number of
those working in family businesses and the number of
self-employed without personnel decreased the most.
On the contrary, the number of self-employed with
personnel increased by almost 11 thousand persons
or 3.7%. Graph 3.1.4 shows that these changes are
not equally distributed across the year. Interestingly
enough, the number of self-employed with personnel
increased considerably in the third and fourth quar-
ters of the year, while a big decrease in the number
of assistants in family businesses was recorded in the
last quarter. Overall, the share of paid employees in
total employment remained unchanged in 2020, at
68.1%,; the share of self-employed with personnel in-
creased at 7.7%; and the shares of the remaining two
groups decreased.

Annual change in employed individuals by occupation (%)
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Source: Labour Force Survey, ELSTAT, KEPE processing.

Notes: a) the numbers on the vertical axis stand for (1) Legislators, senior officials and managers, (2) Professionals, (3) Technicians
and associate professionals, (4) Clerks, (5) Service workers and shop and market sales workers, (6) Skilled agricultural and fishery
workers, (7) Craft and related trades workers, (8) Plant and machine operators and assemblers, (9) Elementary occupations, (10)
Armed forces, b) occupations were ranked in descending order of the absolute change in period 2019-2020.

2. On the other hand, the ERGANI report for December 2020 recorded an increase in paid employees by 93,003 individuals throughout 2020.
Note that the Labour Force Survey is a survey, while ERGANI relies on administrative data. Therefore, some divergence between the two is

expected, e.g., due to unreported labour.
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GRAPH 3.1.4

Annual change in employed individuals by position (%)

2019-2020

2019Q4-2020Q4

2019Q3-2020Q3

2019Q2-2020Q2

2019Q1-2020Q1

-16 -14 -12 -10 -8 -6 -4 2 0 2 4 6 8 10 12
Assistant in family business Employee
= Self-employed without personnel m Self-employed with personnel

Source: Labour Force Survey, ELSTAT, KEPE processing.

Except for the effects of the pandemic on the num-
ber of the employed, one can define additional effects
on employment based on four indices: absence from
work, work from home (distance working), working
hours and the number of individuals looking for work,
but are not immediately available to work. The evolu-
tion of these indices is presented in Table 3.1.2. The
incidence of absence from work increased in the first
quarter of 2020. However, the biggest increase was re-
corded in the second and third quarters of 2020 when
travel restrictions were introduced and many firms
were forced to shut down. The share of those working
from home exhibited a more gradual increase, follow-
ing a similar pattern with absence from work, thus in-
creasing considerably in the second and fourth quar-
ters of 2020. The fact that work from home increased
more in the last quarter of the year than in the second
quarter, when the first wave of the pandemic unfolded,
could probably be attributed to the necessary time,
mostly for firms, to adapt to the prerequisites of dis-
tance work, e.g., acquiring the necessary technical
equipment.

The right to reduce working hours given to firms fac-
ing a stark decrease in demand for their products and
services led to an expected reduction in weekly work-
ing hours throughout the economy. The reduction ex-
ceeded nine hours in the second quarter of 2020 com-
pared to the respective quarter in 2019 and stood at

30 hours per week. Unsurprisingly, the reduction was
evident already in the first quarter of the year; following
a recovery in the third quarter, another plunge took
place in the last quarter. Last but not least, the share of
those looking for work, but not immediately available
to work did not follow the same path with the indices
already discussed. It increased in the first two quarters
of the year, more intensely in the second quarter of
2020, but it remained smaller compared to 2019. This
could probably be explained by the realisation that the
emergency would not end as soon as initially expected
when the pandemic appeared in early 2020; hence,
there was no reason to postpone the inevitable, i.e.,
going to work when one was found.

The sector of economic activity is a defining param-
eter for the first three indices even when sectors are
grouped together for statistical purposes (see Table
3.1.8). The wider sector of Trade, accommodation,
etc., for example, exhibits the biggest share of em-
ployed individuals who were absent from work, ap-
proximately one out of three in the second quarter
of 2020 and one out of four in the last quarter. The
heterogeneous sector of Other services follows.® On
the contrary, the share is significantly smaller in the
sectors of Manufacturing and energy and Agriculture,
forestry and fishery.

The situation is similar for the share of those work-
ing from home. Due to the nature of their activities,

3. Construction exhibits an unusually big share in 2020Q2 without a straightforward explanation.

KEPE, GREEK ECONOMIC OUTLOOK 2021/45

47



TABLE 3.1.2 Indices measuring the impact of the pandemic in the labour market

Absence Work
from work” from home”

(%) (%)
2019Q1 3.3 5.2
2019Q2 2.0 5.3
2019Q3 6.9 5.1
2019Q4 2.8 5.4
2020Q1 9.2 6.6
2020Q2 22.3 10.7
2020Q3 8.6 9.3
2020Q4 11.6 15
Annual change (percentage points)
2019Q1-2020Q1 5.9 1.4
2019Q2-2020Q2 20.3 5.4
2019Q3-2020Q3 1.7 4.2
2019Q4-2020Q4 8.8 9.6

Working Looking for work,
hours but not available to work

immediately ™" (%)
38.2 1.6
39.4 0.7
38.5 0.7
39.1 1.8
35.5 3.4
30.3 1.6
38.4 0.5
35.3 1.2
2.7 1.8
-9.1 0.9
-0.1 -0.2
-3.8 -0.6

Source: ELSTAT, Press Release Labour Force Survey, Quarters Q1, Q2, Q3, Q4 in 2020.

*: as a share of total employed, **: as a share of inactive individuals aged 15-74.

it is easier for some sectors of economic activity to
embrace work from home. This seems to be true
for Financial and business activities followed by Oth-
er services; these sectors have triple and more than
double the shares of work from home, respective-
ly, than the average share for the entire economy.
Another interesting fact is that the shares of those
working from home do not decrease as in the case
of those absent from work, which, of course, as a
practice has certain boundaries. This could be an
indication that work from home is not a temporary
trend and, therefore, it is necessary to build a suit-
able institutional framework —a process which has
already begun, as discussed next.

Sectors of economic activity also differ with respect
to working hours. The longest working hours per
week are found in Trade, accommodation, etc. (>40)
and Manufacturing and energy (approximately 40),
while the shortest weekly working hours are found
in Other services (<34). Working hours decreased
in almost all sectors of economic activity in 2020 and
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in all quarters compared to 2019. However, in Trade,
accommodation, etc. the average annual reduction
exceeded six hours (>13 in 2020Q2), while in Con-
struction and Financial and business activities, the
weekly decrease was nearly four hours and peaked
in the second quarter of 2020 (-11.6 and -8.6 hours,
respectively).

In any case, the reader should bear in mind that meas-
ures introduced to support employment had an impact
on the labour market. Therefore, it is not an easy task
to directly assess the net impact of the pandemic. On
the one hand, scheduled layoffs never took place,
since maintaining the same number of workers was a
prerequisite to benefit from support measures, while
flexibility was increased through work from home and
the reduction in working hours at will with the pro-
gramme SYN-ERGASIA. On the other hand, seasonal
hires were severely reduced due to uncertainty and re-
straining measures that led to lower demand for many
goods and services, like those associated with tourism
and food service activities.
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TABLE 3.1.3 Indices measuring the impact of the pandemic on the labour market by sector

of economic activity

2019Q1 2019Q2 2019Q3 2019Q4 2020Q1 2020Q2 2020Q3 2020Q4

Absence from work

Agriculture, forestry and fishing 10,4 2,2
Manufacturing and energy 1,1 1,1
Construction 2.1 0,7

Trade, accommodation,
restaurants, transport and 2,2 1,0
communication

Financial and business activities 1,1 0,6
Other services 3,5 4,4

Work from home

Agriculture, forestry and fishing 2,5 2,9
Manufacturing and energy 2,5 2,4
Construction 3,1 3,0

Trade, accommodation,
restaurants, transport and 2,6 2,8
communication

Financial and business activities 11,9 11,9
Other services 8,1 8,4

Working hours

2,0 6,7 10,0 5,4 2,8 6,1
53 0,7 5,0 14,8 5,1 4,9
29 2,3 8,4 26,2 3,0 8,2
2,8 1,8 10,0 30,3 52 18,8
54 1,8 6,7 18,6 6,5 6,5
16,2 3,7 10,7 23,5 17,7 10,5
2,9 3,3 3,7 3,1 3,0 3,2
2,3 2,5 3,3 4,6 4,5 6,9
3,3 3,5 4,3 5,8 4,7 5,8
3,0 3,3 4,1 5,1 54 7,3

11,8 12,3 14,2 21,0 22,8 31,3

Agriculture, forestry and fishing 33,9 40,2
Manufacturing and energy 39,8 40,0
Construction 37,2 38,6
Trade, accommodation,

restaurants, transport and 41,8 42,9
communication

Financial and business activities 39,8 40,2
Other services 34,6 34,4

7,6 7,5 9,6 19,4 13,6 25,6
41,5 38,0 34,1 38,4 42,9 38,8
39,8 40,4 38,1 33,7 39,7 39,1
38,9 38,4 35,0 27,0 40,3 35,6
42,6 42,2 37,7 29,2 42,0 35,0
39,1 40,4 37,2 31,6 38,8 37,2
31,3 34,6 31,6 26,8 31,4 32,3

Source: ELSTAT, Press Release Labour Force Survey, Quarters Q1, Q2, Q3, Q4 in 2020.

3.1.3. Recent developments on paid employment

As far as paid employment is concerned, the most
recent report from ERGANI involves April 2020 and
outlines developments in the first four months of the
year. The number of new jobs increased since last
April (33,210 vs. 7,205), while in the first four months,
109,091 more new jobs were created than the respec-
tive period in 2019. However, it should be noted that
the labour market underperformed compared to pre-
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vious years, at least since 2014. Interestingly enough,
the share of new full-time job contracts increased to
63.1%, which is much bigger than 50%, i.e., the maxi-
mum share in previous years. Of course, this could be
just temporary, especially considering that the share
seemed to gradually drop from 66.9% in January to
58.5% in April. Limited mobility is also recorded re-
garding job contracts converted from full-time to either
part-time or work-in-shift job contracts. In the first four
months of the year, these were dominated by conver-
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sions of full-time to part-time contracts (>75%), possi-
bly because state support measures and the flexibility
in working hours associated with them made other
choices unnecessary.

The sectors of economic activity that reported the big-
gest positive net flows of paid employees in the first
four months of 2020 include wholesale and retail trade,
education, human health services, public administra-
tion and defence; while in March and April, food servic-
es, retail trade and accommodation activities exhibited
dynamism as a response to relaxing social distancing
constraints and the gradual recovery of economic ac-
tivity. Labour demand across occupations was deter-
mined in accordance with sectors of economic activity.
The occupations most in demand included salesper-
sons, teaching staff, clerks, drivers, couriers and un-
skilled workers. In April, there was a strong demand
for occupations related to food services, like waiters,
cooks and roasters, salespersons and cashiers at
commercial businesses.

3.1.4. Unemployment

Contrary to what is usually observed, the decrease in
the number of the employed in 2020 was coupled with
a decrease in the number of the unemployed, which
equalled 64 thousand persons. The most plausible ex-
planation is that some of those who lost their job exited
the labour force, i.e., they decided to stop looking for
a job. Exploring this hypothesis using Eurostat* data
reveals that, indeed, the share of those who transited
from employment to inactivity increased from 0.9% in
2019 to 1.2% of the total employed in 2020, while the
share reached its maximum value in the second quar-
ter of 2020 (1.4%).

The biggest part of the decrease in the number of the
unemployed is attributed to women (-45.4 thousand)
and persons aged 30-44 (-36.6 thousand), while those
aged 45-64 also contributed considerably to the de-
crease (-22.7 thousand). The only age group of un-
employed persons that increased was group 25-29.
Throughout the year, the number of the unemployed
decreased from 819 thousand people in 2019 to 755
thousand in 2020. The number of the unemployed
increased amongst persons aged 25-29, mostly be-
cause the number of unemployed men also increased.
The composition of the pool of the unemployed based

on educational attainment is also quite heterogeneous.
The decrease in the number of the unemployed was
mainly fuelled by the reduction in the number of un-
employed primary education graduates at most (-28.5
thousand) who are usually older, hence they may head
towards retirement. On the contrary, the number of the
unemployed with post-graduate studies and tertiary
education graduates increased during 2020 by 2.7
thousand and 4.7 thousand persons, respectively.

The combined effect of the above changes is the re-
duction of the unemployment rate by a percentage
point in 2020. Hence, the annual unemployment rate
stood at 16.3% in 2020, 16.2% in the last quarter and
16% in January 2021.5 The unemployment rate de-
creased faster for women, but they still faced lower
chances of getting a job than men (19.8% vs. 13.5%).
Similarly, the unemployment rate for youth aged 15-24
dropped only marginally and less than that for indi-
viduals aged 25+. This means that differences in the
probability of finding a job across the age distribution
remained significant. Last but not least, the unemploy-
ment rate decreased for all education groups in 2020
with the exception of tertiary education graduates. This
is a point worth discussing, especially since the sec-
tors that seemed to have suffered the most from the
pandemic usually employ graduates from the low lev-
els of education.®

3.1.5. Institutional reforms in the labour market

A new bill on distance work, or teleworking as it is usu-
ally referred to, in the public sector was made public
this April.” Until the writing of this article, it has not been
voted on yet, but the process of public consultation
has been completed; hence, not much is expected to
change. Several crucial provisions aim to protect the
employee and to discourage illegal practices on behalf
of the employer —the public sector in this case— so long
as the supply of distance work is feasible. These pro-
visions refer to the right of the employee to disconnect
outside normal working hours; the obligation of the
employer to supply the necessary equipment for dis-
tance work (teleworking station) and to bear the cost
of operation and maintenance; the strict ban of any
kind of employee monitoring, e.g., through video cam-
eras or other means; the use of suitable software to
perform conference calls that ensures the safety of the

4. See <https://ec.europa.eu/eurostat/databrowser/view/LFSI_LONG_Q__custom_937440/default/table>.

5. See ELSTAT, January 2021, Press Release, May 17, 2021.

6. It is not uncommon in the Greek labour market to hire people with more skills than those required for the job, given the lack of suitable jobs.

7. See <http://www.opengov.gr/ypes/?p=7851>.
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participants, e.g., through encryption and link protec-
tion; the voluntary nature of distance work unless there
are serious health reasons, e.g., a pandemic, in which
case the employee is forced to accept the employer’s
proposition for teleworking. Moreover, distance work
must be supplied in predetermined days per week and
month, and it cannot exceed forty days per year dur-
ing a three month period. No teleworking is allowed
during the period July 1t — August 31%. Employees
who offer their services through distance work have
the same rights and obligations as other employees,
while the number of teleworking employees should not
exceed 25% of total employees in the directorate (or
stand-alone department).

The bill seems to move in the right direction by setting
rules to a recently emerged field, that of distance work.
However, there are some points that would probably
benefit from further dialogue. The prerequisites to de-
cide whether teleworking is feasible or not should be
clearly determined so that they are not interpreted at
will by the supervisor. Moreover, it must be ensured
that the necessary technical requirements are met in
order to supply distance work and to assess wheth-
er it has been supplied properly, which is an issue
not addressed in the relevant bill. Time constraints
for teleworking set by the bill may limit the chances
of people with mobility problems, or other problems
that hinder their physical presence in the workplace,
to offer their services, while they reduce the chanc-
es of utilising teleworking to improve work-family life
balance. It would probably be useful to discuss more
flexible rules for specific categories of employees, e.g.,
parents with very young children. Moreover, the volun-
tary nature of teleworking, as far as the legal entity is
concerned, may lead to its disuse. It would be more
useful to make distance work mandatory for a certain
share of the body’s employees and allow everyone to
take turns.

Assessing the work produced during teleworking is
a necessary condition in order to avoid making tele-
working an excuse for reducing the public sector’s
productivity. In this context, setting specific targets
is a necessary requirement, and it would benefit the
process by increasing workers’ flexibility by allowing
them to choose their working hours themselves, per-
haps even outside normal working hours. As far as the
assessment of the employee’s request to work from
home is concerned, a written justification of the deci-

8. See <http://www.opengov.gr/minlab/?p=4977>.

sion to accept or reject the request should be required.
Otherwise, the period of ten days followed by an auto-
matic rejection could lead to requests being rejected
without any justification and weaken the reform effort.

The second legislative initiative by the Ministry of La-
bour and Social Affairs has been made public recently
and is going through the process of public consulta-
tion.2 The bill is similar to the one for the public sector.
It provides the definition of distance work and the right
of the employee to disconnect outside normal working
hours; it also provides for the employer’s obligation to
provide suitable and necessary equipment to the em-
ployee and to cover the expenses for its maintenance,
forbids the use of cameras to monitor the employee,
and provides for the same rights and obligations ir-
respective of whether the employee is working from
home or not, etc. A troubling point is the right of the
employee who works from home to disconnect, since
the bill refers to it as an employee’s right rather than
an employer’s obligation.® Obviously, no one believes
that a bill could solve all problems in the Greek labour
market, but it is an opportunity to open a dialogue for
the improvement of working life.

Probably the key reform is the introduction of the dig-
ital work card, which aims at reducing abusive prac-
tices on behalf of some employers and fighting unde-
clared and uninsured labour. The bill provides for real-
time recording of any change made in the worker’s
time schedule, e.g., what time work starts and finish-
es, when the break is taking place, whether normal
working hours are exceeded, etc. It also provides for
the direct crosschecking of real-time data with the An-
alytical Periodic Statements submitted by firms, and
it allows for inspections by the Labour Inspectorate
(SEPE) to be conducted. The details of the digital card
have not been fully disclosed, but certainly this is not
a simple task and should be treated seriously so long
as there is the political will to enhance the protection
of employees. It should be made clear, though, that
without intensifying inspections of the labour market,
the digital work card will not yield the expected results.

In this context, another reform is the upgrade of the
Labour Inspectorate (SEPE) to an independent au-
thority. Some relevant questions include how soon
the upgrade could be completed, what is best way for
the Labour Inspectorate to operate during the transi-
tion, which safety procedures are necessary to oper-

9. Interestingly enough according to research published in January 2021 by INE-GSEE (the General Confederation of Greek Labourer’s
Institute of Research), 65% of private sector employees consider that teleworking had a negative effect on working hours. See <https://www.
naftemporiki.gr/finance/story/1682544/alco-ereuna-sxedon-6-stous-10-ergazomenous-ston-idiotiko-tomea-dilonoun-meiosi-eisodimaton>.
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ate efficiently and for the benefit of the employees,
as well as whether the body will be reinforced with
new equipment and human resources, which is con-
sidered to be currently lacking. Other interventions
included in the bill involve rules for teleworking and
the employee’s right to disconnect outside normal
working hours, similar to the bill for the public sector.
A very important provision gives the Labour Inspec-
torate access to the communication data between the
employee and the employer; however, once again,
the question is whether there is the necessary ca-
pacity in terms of technical equipment and human
resources to perform such a demanding task. Moreo-
ver, one of the key points of the bill is the promotion
of balance between work and family life with the in-
troduction of a fourteen-day paternal leave, a paren-
tal leave of four months (two months subsidised by
OAED) for both parents and the ability to adopt flexi-
ble work arrangements for parents with children up to
twelve years old. Probably the biggest challenge will
be to persuade men to make use of these benefits,
since the Greek reality still favours a traditional distri-
bution of gender roles at home, forcing women to as-
sume more responsibilities than men when it comes
to taking care of children and running the household.
It is also likely that men could be afraid to use such
benefits in order to avoid being discriminated against
by employers.

Moreover, the bill introduces several measures to fight
violence and harassment at work. This way, Greece
is adapting to Convention number 190 of the Interna-
tional Labour Office (ILO).™ This is a positive step, but
it should be accompanied with specific solutions that
allow victims to respond in order to become effective,
while the establishment of a special department at the
Labour Inspectorate is in the right direction. The bill
also provides for the minimum guaranteed personnel
equal to 33% of all personnel in utility companies in
order to relieve the negative impacts during strikes.
However, this provision decreases the effectiveness of
strikes and is expected to cause opposition. The bill
expands the cases of invalid layoffs to include all cir-
cumstances in which the employee has exercised her
rights, while it abolishes the distinction between clerks
and craftsmen regarding layoff compensations, thus
correcting an injustice. These last two provisions move
towards the right direction, but there should be more
efforts to find better and more suitable ways in terms of
cost and time for the employees to react to violations
of the labour law.

Giving the opportunity to the employee to arrange her
working time by increasing working hours some days
and reducing working hours others without being enti-
tled to overtime pay and as long as both sides agree is
going to be a point of conflict. The provision paves the
way for a four-day working week without a reduction in
earnings (keeping overall weekly working hours con-
stant) and the flexible employment of parents and car-
ers with individual job contracts, but it risks arbitrary
behaviour on behalf of the employers and circumvent-
ing the eight-hour work day, especially in the context
of substituting collective with individual job contracts.
Therefore, special attention needs to be paid, since
the provision tacitly assumes there is a balance of
power between employees and employers, which is
obviously not the case. Providing for the invalidity of
a layoff in case the employee refuses to accept the
employer’s proposal is a safety valve. However, given
the high unemployment rate and the cost in terms of
money and time associated with settling any disagree-
ment between the two parties, it is doubtful whether it
can ensure a balance of power.

Another provision that is likely to cause opposition is
the increase by 50% in the number of hours of over-
time permitted (to 150 hours annually) while equating
the limit between manufacturing and other sectors of
economic activity. Note that the amount of overtime
pay is increased to 120% of the wage rate. Howev-
er, it involves only the hours of overtime for which the
proper procedure of approval has not been followed.
In any case, it seems odd to choose to employ people
overtime when the unemployment rate remains high;
unless these people are very high skilled and impos-
sible to substitute with temporary workers. The role of
the Labour Inspectorate would be crucial at this point
to ensure the deal is honoured. It would probably be a
good idea to recognise the employee’s right to refuse
to work overtime under certain circumstances. Other-
wise, the employer would be able to demand overtime
work without the consent of the employee.

To summarise the discussion so far, planned reforms
could improve employee protection and increase
flexibility to the benefit of both sides in a difficult pe-
riod ahead for the Greek economy. However, some
parameters must be discussed more thoroughly with
the social partners in order to achieve the necessary
understanding and perhaps make some adjustments
that could lead to a valuable consensus for the effec-
tive implementation of the reforms. It is absolutely nec-
essary to reinforce the Labour Inspectorate in order to

10. See <https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:C190>.
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operate as a balancing factor between employees and
employers and to protect more efficiently the former
who hold little bargaining power.

The successful settlement of labour issues that came
up during the pandemic, while respecting labour
rights, could improve working conditions and establish
a welcoming field for attracting distance workers from
abroad, known as digital nomads, to Greece. The ben-
efits could be important and could also compensate
to some degree for the losses Greece suffered during
the crisis from brain drain, i.e., the migration of highly
skilled individuals.

Last but not least, the consultation process for the de-
termination of the new minimum wage has begun after
two years of postponements. The process involves so-
cial partners and research institutes, but the final de-
cision is made by the government and the Ministry of
Labour and Social Affairs. At this stage, all parties have

prepared and submitted their reports to Organisation
for Mediation and Arbitration (OMED). They assess the
health of the Greek economy, the special economic
circumstances characterised by great uncertainty due
to the pandemic and the impact of relaxing the state
measures supporting firms and employment, as well
as the short- to medium-term prospects of the Greek
economy. The result of the consultation process can-
not be determined a priori, since there seem to be sug-
gestions to increase, decrease or keep the minimum
wage at its current level, while all participants have ar-
guments. Irrespective of the result, though, the interest-
ing part is that the consultation process has increased
transparency and dialogue between stakeholders for
an issue that involves the entire Greek economy and
labour market, while it attracts ever greater attention at
the European level, as is evident by the EU directive on
setting adequate minimum wages."

11. See <https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2020:0682:FIN:EL:PDF >.
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3.2. Recent developments in income
inequality in the EU15'

Viassis Missos

3.2.1. Introduction

The official database utilized for the estimation of the
most widely used indicators of income inequality is
referred to as the Survey of Income and Living Con-
ditions (EUSILC). EUSILC is an annual sample survey
autonomously conducted by each national statistical
authority of the EU member states under the supervi-
sion of Eurostat.? The methodology of processing and
managing the collected micro-data follows the broad-
ly accepted basic principles that are applied among
the countries of the EU. As a result, this common
methodology allows for the construction of indices
that are consistent, while also permitting comparabil-
ity between the different economies. In that way, the
investigation of income inequality among EU coun-
tries becomes feasible, given the various qualitative
differences that exist between the national welfare
states. However, due to the significant time resources
required for collecting and retrieving the information
of a great number of questionnaires, the publication
of annual EUSILC surveys is subject to delays and
the availability of the micro-data is marked by signif-
icant time lags. For example, during the period this
article was written, the most recently published micro-
database referred to the EUSILC of 2019, which cor-
responds to household income earned in the previous
year (2018).

This presentation is limited to three easily captured
indices of income inequality, based on the EUSILC
database. These are the Gini index, the income quin-
tile share ratio (s80/s20) and the relative poverty rate.
Concerning the first and the third, along with the par-
allel interpretation of the aforementioned magnitudes,

the impact of the social welfare system on income in-
equality is also investigated. The latter is achieved by
dividing the total expenditures between pensions and
other social transfers (apart from pensions), so that
their contribution to the reduction of the overall ine-
quality is calculated separately.

3.2.2. Basic indicators of income inequality

The Gini index is one of the most prominent and com-
prehensible indices for measuring income inequality.
Its range of values spans between 0 and 100, with the
lower boundary standing for absolute equality and the
upper for the exact opposite, i.e., absolute inequality.
For our current purposes, apart from the numerous in-
terpretations proposed in order to understand what the
Gini actually means, it would suffice to conceive the
index as capturing the average distance between the
distribution of income as it already exists to that which
would have been if absolute equality had prevailed, as
a percentage of the total disposable income.® In other
words, higher (lower) values of Gini correspond to a
higher (lower) level of inequality.

Figure 3.2.1 depicts the Gini index in three different
versions for all countries of the EU15 for the year 2018
(EUSILC 2019). First, the Gini is calculated according
to the distribution of equivalized disposable income,
estimated before and after social transfers have been
made. As far as the second version, Gini reflects the
level of total inequality as it is deduced from the new
distribution of income after pensions have been reim-
bursed to the beneficiaries. The third version refers to
the inequality of income distribution after all other so-
cial transfers have been paid. In that way, the impact of
total social transfers on income inequality may be esti-
mated as a whole or in part, depending on the manner
social expenditures are analyzed.

Obviously, among the countries of the EU15, the val-
ues of the Gini index measured before social trans-
fers are substantially different. In Belgium (46.2), the
Netherlands (46.4), Austria (47.6) and Ireland (47.1),

1. The group of the EU15 corresponds to a statistical sub-category containing all countries that were members of the European Union before
the 1st of May 2004. More specifically, the category of the EU15 refers to the following: Austria (AU), Belgium (BE), France (FR), Germany
(DE), Denmark (DK), Greece (EL), Ireland (IE), Spain (ES), Italy (IT), the Netherlands (NL), Portugal (PT), Sweden (SE), Finland (FL), the
United Kingdom (UK) and Luxembourg (LU). The UK is included since the data refer to a period that is prior to its date of exiting the EU (31

January, 2020).

2. See Missos V. (2019), “Income inequality indices in the European Union (EU15)”, Greek Economic Outlook, issue 39, pp. 38-41.

3. Cowell F. A. (2011) Measuring inequality, 3" edition, Oxford University Press.
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FIGURE 3.2.1

Gini index before and after social transfers, EU15, 2018
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inequality is estimated to be relatively low, whereas in
Greece and Portugal, it tends to be higher -55.1 and
55, respectively. At the same time, the highest level
is estimated for Sweden (57.3), indicating the sharp
level of inequality that would have been, had the so-
cial-democratic model of social protection not inter-
vened to alleviate the social tension expected to result
from such an unfavorable income distribution. Further-
more, a clear disproportional downturn in the level of
inequality is shown immediately after the amount of
pensions is included.

For example, the Gini index after pensions and before
other social transfers decreases for the Netherlands
(32) and Belgium (32.7), while for the United Kingdom
(40.4) and Ireland (38.9), it remains higher. Lastly, af-
ter the rest of the social transfers are paid, inequality
drops even lower, rearranging the ranking of income
inequality among the countries of EU15. Belgium
(25.1), Finland (26.2) and Sweden now present the
lowest levels. On the other hand, the United Kingdom
(83.5), Spain (33) and ltaly (32.8) are estimated to be
at the highest places.

An additional index used to record inequality is the
income quintile share ratio (s80/s20). Based on the
definition of personal income as stated above, we take
a further step, ranking the population from the poor-
est to the wealthiest households, creating five equally
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populated groups. As a measure, the ratio of the fifth,
wealthiest, quintile over the first, poorest, captures the
difference between the two extremes. Thus, the high-
er the value of the index, the greater the distance be-
tween the two shares of the distribution, meaning that
inequality is exacerbated.

Accordingly, Figure 3.2.2 presents the index of income
distribution between the two quintiles for the years
2016 and 2018, for all countries of the EU15, as meas-
ured by the EUSILC. According to the EUSILC 2019,
the inequality index is lower for Belgium (3.6), Finland
(8.7) and the Netherlands (3.9). On the contrary, higher
values are calculated for ltaly (6.0), Spain (5.9) and the
United Kingdom (5.6). In addition, an important issue
has to do with the fact that, from 2016 and 2018, the
relation between the two quintiles improved in Spain,
Portugal, Greece and Ireland whereas for Germany
and Ireland, increases are only marginal.

An additional qualitative aspect of income distribution
is presented by the poverty rate index. According to
this conventional measure, the rate of poverty is cal-
culated as the part of the population whose level of
disposable income is less than 60% of the median.

Following the distinction between pensions and other
social transfers, Figure 3.2.3 depicts the rates of pov-
erty for 2018, as calculated before and after pensions
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FIGURE 3.2.2

Income quintile share ratio, 2016 and 2018, EU15
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FIGURE 3.2.3
Poverty rate index before and after social transfers, 2018, EU15
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and other transfers have been realized. While Greece
is estimated to have the highest poverty rate before
transfers (48.4 %), at the same time, the impact of pen-
sions seems to have been of utmost importance since
the index is reduced by 25.2 percentage points. On
the contrary, the contribution of the rest of the transfers
seems to be relatively minimal, since the rate of poverty
ends up at 17.9%, i.e., reduced by just 5.3 percentage
points. Apart from Greece, Spain, Italy and Portugal, in
the rest of the EU15 countries, the contribution of pen-
sions and of social transfers in the reduction of income
poverty is -more or less— of equal magnitude. For ex-
ample, in the case of Ireland, it has been observed that
pension payments contribute less than the rest of the
social expenditures put together. In general, in 2018,
among the members of EU15, the average impact of
pensions on the reduction of the poverty rate amounts
to 17.7 percentage points while the corresponding
contribution of the rest of the social transfers is lower
and amounts, to 9.7 percentage points.
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3.2.3. Conclusions

EUSILC micro-data allow for the construction of indi-
ces that assist us in evaluating the level of income in-
equality in the EU. The present article makes it appar-
ent that the degree of inequality among the countries
of the EU15 has been significantly varied. One of the
main differences between the systems of social wel-
fare is that the overall impact of social expenditures
depends on the internal design and fabrication that
exists in each one of them. Greece had the 3" highest
Gini index and the 6™ highest income quintile share ra-
tio. Furthermore, in ltaly, Spain, Greece and Portugal,
the role of pensions is of high importance, whereas in
countries like Denmark, Sweden, Finland, the Nether-
lands and the UK, the impact between pensions and
the other social transfers is clearly more balanced.
Finally, between 2016 and 2018, in the countries of
southern Europe, the distance between the upper and
the lower quintiles of income was limited.
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4. Reforms-Economic development
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4.1. Developments in Greece’s
exports of goods during the
COVID-19 pandemic

Ersi Athanassiou
Agapi Kotsi

4.1.1. Introduction

In the case of the Greek economy, exports of goods have
emerged over the past decade as the main demand
component that shows the strongest resilience and the
most favorable evolution in times dominated by adverse
conditions. During the economic crisis, Greece’s exports
of goods showed significant and stable growth rates,
helping to contain the decline in GDP and contributing to
the rebalancing of external accounts. In the most recent
conjuncture, where the world economy and international
trade have been under the heavy impact of the Covid-19
pandemic, Greece has managed to strengthen its export
activity in several of its main export products, thus largely
offsetting the losses in certain major exporting sectors,
most notably petroleum products.

The present section outlines the evolution of Greece’s
exports of goods under the conditions of the pandem-
ic and highlights export sector characteristics related
to the resilience of Greek exports under the current
adverse conditions. The analysis summarises the ef-
fects of the pandemic on world merchandise trade so
far, and records changes in Greece’s goods exports in
2020, in total and compared to other European Union
(EVU) countries. Furthermore, the analysis examines ex-
port developments for Greece at the level of industries/
products and destination countries, and identifies the
main positive and negative changes that took place
in the course of the pandemic. The data employed in
the analysis comprise the most recent annual figures
of the National Accounts (ELSTAT., Eurostat), as well
as recent detailed annual export data from the UN
Comtrade database.
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4.1.2. Effects of the pandemic on world
merchandise trade and developments in total
exports of goods in Greece and the EU

Developments in world merchandise trade during 2020
were inextricably linked to the evolution of the pandem-
ic, the restrictions imposed to contain the spread of the
Covid-19 virus and the measures implemented to sup-
port affected businesses and households. According
to data from the World Trade Organization, the impact
of the pandemic on international trade flows peaked in
the second quarter of 2020, with the decline in world
trade for the year as a whole amounting to 5.3%.

The direct effects of the pandemic on trade in goods
in 2020 were linked to a number of phenomena which
affected international demand and supply. In particu-
lar, the global recession and the wait-and-see attitude
of consumers and investors led to a significant decline
in international demand for goods, with the exception
of some sectors that benefited from changing con-
ditions (e.g., pharmaceuticals, medical supplies and
equipment, IT equipment). In addition, the disruptions
to production resulting from restrictive measures at the
local, regional or national level, and the transmission
of these disturbances from one country to the other
through supply chain and value chain malfunctions,
led to a dampening of the international supply of
goods. At the same time, the decline in trade activity
contributed to a fall in energy product prices —espe-
cially in the case of oil- while the application of stricter
rules and controls in the context of dealing with the
pandemic resulted in additional transportation costs.

In the EU, foreign trade in goods was significantly
affected by the pandemic, with the effect on exports
varying widely among member states. As illustrated in
Figure 4.1.1, which shows the real rate of change of
goods exports by EU country in 2020, based on Na-
tional Accounts data, most member countries experi-
enced a decline in total exports due to the pandemic.
Notably, this decline was particularly sharp in major
European economies, such as France, Germany, Ita-
ly and Spain, with the corresponding rates of change
amounting to -14.9%, -8.3%, -9.8% and -8.9%, respec-
tively. With reference to these countries, it seems that
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FIGURE 4.1.1

Rate of change of exports of goods in EU countries, 2020 (constant prices, %)
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unfavorable export developments were linked not only
to the adverse epidemiologic features of the first wave
of the pandemic, but also to the structure of their ex-
ports, which is characterised by high shares of sec-
tors such as the automotive industry, machinery and
equipment, chemicals and metal products. These in-
dustries were severely hit by the pandemic due to a
decrease in the demand for their products combined
with their close links with production in other affected
countries, as part of global value chains.

In this environment, Greece was one of the few EU
economies that saw an increase in exports of goods
in real terms during 2020. According to the provi-
sional data of the National Accounts, this increase
amounted to 4.3%, placing the country in the third
position in the EU in terms of this rate. As illustrated
in Figure 4.1.2, which shows the real quarterly rate of
change of exports of goods in Greece and the EU, as
compared to the corresponding quarters of the previ-
ous year, the impact of the pandemic on exports was
felt in the second quarter of 2020 in Greece, with a
relatively mild negative rate of change, while in the
third and even more so in the fourth quarter of the
year the country recorded significant export growth.
In contrast, the EU experienced, on average, a de-
cline in goods exports already from the first quarter,
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with the situation deteriorating rapidly in the second
quarter, and a marginal recovery occurring towards
the end of the year.

Greece’s goods export performance in 2020 had a
positive contribution of 0.8 percentage points to the
yearly rate of change of GDP, thus limiting by this
magnitude the corresponding depth of the recession
experienced by the Greek economy in this period. As
illustrated in Figure 4.1.3, which depicts the annual
evolution of Greece’s imports, exports and goods bal-
ance at constant prices, the pandemic did not prevent
the country from keeping with its long-lasting real ex-
port growth trend, while reducing, with the assistance
of a concurrent decline in imports, the goods deficit.

The evolution of Greece’s merchandise exports in
2020 was linked to the country’s successful response
to the first epidemic wave, but was also largely related
to the sectoral structure of Greek exports, combined
with the use of certain opportunities by Greek export
companies. As analyzed below, Greece benefited
from its significant export activity, both in the category
of agri-food products, which show relatively inelastic
demand, and in other categories of goods, the needs
for which increased due to the pandemic (e.g., medi-
cines, certain food products).
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FIGURE 4.1.2

Quarterly rate of change of exports of goods in Greece and the EU, as compared to the corresponding
quarter of the previous year, 2020 (constant prices, %)
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FIGURE 4.1.3

Greece’s value of exports and imports of goods (million euros, 2015 constant prices) and balance

of goods as a share of GDP (%)
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4.1.3. Developments in Greece’s merchandise
exports by sector/product

Table 4.1.1 presents the evolution of Greek merchan-
dise exports in the top 30 two-digit sectors with the
highest export value in year 2019, i.e., before the
outbreak of the pandemic. The last row of the Table
shows export developments in one more sector (68),
which entered the corresponding top 30 in 2020, in the
place of sector 64. The sectors listed in Table 4.1.1 can
be considered as representing the core of Greece’s
export products, as in the years 2019 and 2020 they
added up to 89.9% and 88.3% of the country’s mer-
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chandise export value, respectively. Notably, the vast
majority of the industries represented in the Table had
shown significant export dynamics in the previous
decade, a fact that probably contributed to the resil-
ience of Greek merchandise exports in the course of
the pandemic.

It is noted that the data in Table 4.1.1, which come
from the United Nations UN Comtrade database,
are expressed at current prices and therefore reflect
developments not only in the volume, but also in the
unit prices of exported products. As the pandemic
affected significantly the price levels of certain goods
—particularly the price of oil products, which represent
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Greece’s largest merchandise export sector- data at
current prices provide a different picture as to the over-
all change in Greek exports in 2020, compared to data
at constant prices. In particular, the sharp drop in the
price of oil, and the resulting strong impact on the unit
price of petroleum products, was largely responsible
for the observed decline in exports of the correspond-
ing sector (27) by 37.0% or 3.9 billion euros at current
prices in 2020. In turn, this particularly unfavorable
development in the oil sector dragged Greece’s total
exports of goods at current prices to a fall of 9.2%.

In contrast to the adverse developments in oil products,
Greece’s non-oil exports showed an increase in year
2020, amounting to 3.7% at current prices. Out of the 31
sectors listed in Table 4.1.1, a total of 18 experienced
a rise in export value in 2020, with the most impressive
increase (49.2%) being recorded in the pharmaceutical
products sector (30). Export growth was also consider-
able in the electrical machinery and equipment sector
(85), while in the agri-food sector all nine two-digit cat-
egories included in Table 4.1.1 showed an increase
in export value ranging from 6.8% to 36.2%. From the
remaining sectors of the Table, positive export growth
was also observed in the categories of iron or steel (73),
miscellaneous chemical products (38), optical, photo-
graphic, cinematographic and measuring instruments,
etc. (90), essential oils, perfumery and cosmetics (33),
toys, games and sports requisites (95), tanning or dye-
ing extracts, tannins, dyes, pigments, etc. (32) and pa-
per, paperboard and related products (48).

For a more detailed account of developments in
Greece’s foremost export products, Table 4.1.1 pre-
sents the evolution of merchandise exports in the top
30 four-digit HS product codes with the highest export
value in year 2019. The last row of the Table shows ex-
port developments in three more product categories
(8517, 0809, 3920), which entered the corresponding
top 30 in 2020, in the place of categories 2515, 2523,
24083. The sectors listed in Table 4.1.2 added up to
64.8% and 62.1% of the country’s merchandise export
value in years 2019 and 2020, respectively.

The data in Table 4.1.2 confirm the large decline in
exports of petroleum products, but also the positive
development of exports in all major export products of
the Greek agri-food sector, and in particular fresh fish,
preparations of vegetables, fruits, etc., cheese, olive oil,
yogurt, tobacco products and fresh fruit. In addition, the
Table shows the major rise in exports in the category of
medicines for retail sale, and the increase in exports in
product codes referring to copper, iron or steel pipes,
toys, telephone sets and plastic plates, sheets, etc.

At the time of writing the article, the value of Greek
merchandise exports in 2020 was available up to the
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level of six-digit codes of the HS classification, ena-
bling an even more detailed picture in relation to the
products that contributed to the resilience of exports
against the pandemic conditions. The analysis of these
data shows that the product with the largest increase
in exports in absolute terms (889 million euros) comes
from the category of pharmaceuticals, followed by vir-
gin olive oil (increase of 139 million euros). Among the
products of the agri-food sector, the largest increases
in exports by value in absolute terms were recorded,
apart from olive oil, in the categories of cheeses, or-
anges, sea breams, canned peaches, cigarettes, yo-
gurt, food preparations n.e.s., kiwis, cherries, peach-
es, olives, pastry mixes and strawberries. Concerning
other product categories, the largest increases were
recorded in passenger ships, turbine engines, iron or
steel pipes, ores and concentrates of precious metals,
bars and aluminum alloys and automatic information
processing machines.

On the other hand, the largest reductions in exports
were recorded, in addition to petroleum products, in
raw cotton, marble, clothing, portable computers, elec-
trical energy and plates, films and aluminum foil. It is
noted that in the case of portable computers, the de-
cline in exports is most likely associated with increased
domestic demand and the consequent greater domes-
tic absorption of production, due to the needs arising
from teleworking and distance learning. In contrast, in
the case of industries such as cotton, clothing and mar-
ble, the drop in exports reflects a decline in external de-
mand due to the conditions caused by the pandemic.

4.1.4. Developments in Greece’s merchandise
exports by geographical destination

Developments in Greek exports in 2020 have varied
widely not only between sectors, but also between
geographical destinations, with the country’s trade
relationship with specific geographical areas and des-
tinations seeming to have contributed to its resilience
against the pandemic conditions.

Table 4.1.3 shows the value of Greece’s merchandise
exports towards the geographic regions of Europe, the
Middle East, South and Central Asia, Africa, the Ameri-
cas and Oceania, as well as the percentage change in
the country’s exports per region in year 2020. It seems
that a large part of Greece’s exports of goods is direct-
ed to Europe, with the Eurozone first in order of val-
ue, followed by the rest of the EU and other European
countries. Greece’s exports to the Eurozone remained
stable in 2020, while exports to other EU countries
increased by 6.0%, with these developments provid-
ing significant support to the country’s export sector.
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TABLE 4.1.3 Greece’s merchandise exports by geographic region in years 2019 and 2020,
and percentage change in year 2020 (current prices)

Geographic region

2019
Eurozone 13,205
Other EU countries 5,316
Other European countries 3,092
Middle East 5,825
South Asia 1,884
Central Asia 156
Africa 1,399
America 2,168
Oceania 332

Export value (million €)

Change (%)

2020 2020/2019
13,213 0.1
5,633 6.0
2,622 -18.4
3,631 -37.7
2,094 11.2
136 -12.9
1,420 1.5
1,754 -19.1
330 -0.5

Source: Own calculations based on UN Comtrade data, March 2021.

Note: Egypt has been included in the Middle East region, not Africa.

FIGURE 4.1.4

Shares in Greece’s merchandise exports by geographic region (%)
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Among the other geographic regions, exports to South
Asia and Africa also increased. On the other hand, a
significant decline was recorded in 2020 in export ac-
tivity towards the Middle East and non-EU European
countries, while exports to the United States also de-
clined. It is noted that the observed resilience of Greek
exports towards the EU is related to the higher degree
of diversification (i.e., the greater product variety) of
the country’s exports to this region, while the large de-
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cline in exports to the Middle East and non-EU Euro-
pean countries is associated with the high share of the
affected oil sector in Greece’s exports to these areas.

As expected, the differences in Greece’s export perfor-
mance between geographic regions after the outbreak
of the pandemic had an impact, even temporarily, on
the geographical structure of the country’s exports.
As shown in Figure 4.1.4, the Eurozone’s share in ex-
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TABLE 4.1.4 Developments in Greece’s exports in the top 30 countries with the highest export
value from Greece in years 2019 and 2020

Country Export value (million €) Share in exports (%) Change (%)
2008 2019 2020 2008 2019 2020 2019/08  2020/19

Total 21,156 33,842 30,747 100.0 100.0 100.0 60.0 -9.1
ltaly 2,168 3,653 3,262 10.2 10.8 10.6 68.5 -10.7
Germany 2,049 2,250 2,393 9.7 6.6 7.8 9.8 6.3
Turkey 903 1,974 1,339 4.3 5.8 4.4 118.5 -32.2
Cyprus 1,327 1,900 1,985 6.3 5.6 6.5 43.2 45
Bulgaria 1,371 1,560 1,535 6.5 4.6 5.0 13.8 -1.6
United States of America 1,110 1,305 1,137 5.2 3.9 37 17.6 -12.9
United Kingdom 955 1,225 1,184 45 3.6 3.9 28.3 -3.3
France 731 1,184 1,784 3.5 3.5 5.8 62.0 50.7
Lebanon 87 1,162 650 0.4 3.4 21 1237.2 -44.1
Spain 551 1,104 1,140 2.6 3.3 3.7 100.4 3.3
10 countries 11,251 17,317 16,409 53.2 51.2 53.4 53.9 -5.2
Romania 833 1,014 1,118 3.9 3.0 3.6 21.7 10.3
Egypt 146 943 498 0.7 2.8 1.6 547.2 -47.2
China 135 892 858 0.6 26 2.8 562.8 -3.9
North Macedonia 456 794 540 2.2 23 1.8 741 -32.0
Saudi Arabia 122 748 296 0.6 22 1.0 512.5 -60.5
Netherlands 472 699 698 2.2 2.1 2.3 48.0 -0.1
Albania 548 573 510 2.6 1.7 1.7 4.6 -10.9
Slovenia 254 521 322 1.2 1.5 1.0 105.3 -38.2
Poland 241 495 578 1.1 15 1.9 105.8 16.7
Belgium 246 479 390 1.2 1.4 1.3 95.0 -18.6
20 countries 14,702 24,475 22,216 69.5 72.3 72.3 66.5 -9.2
Israel 154 472 371 0.7 1.4 1.2 2071 -21.3
State of Libya 134 403 638 0.6 1.2 2.1 200.5 58.3
Malta 225 329 250 1.1 1.0 0.8 46.1 -24.2
Serbia 299 324 323 1.4 1.0 1.1 8.3 -0.2
Austria 157 292 349 0.7 0.9 1.1 86.2 19.7
Czech Republic 129 262 261 0.6 0.8 0.8 103.9 -0.6
United Arab Emirates 272 253 235 1.3 0.7 0.8 -6.9 -7.3
Sweden 193 214 192 0.9 0.6 0.6 10.9 -10.1
Ukraine 126 211 193 0.6 0.6 0.6 66.9 -8.6
Russia 428 209 161 2.0 0.6 0.5 -51.3 -22.7
30 countries 16,819 27,443 25,189 79.5 81.1 81.9 63.2 -8.2
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TABLE 4.1.4 (continued)

Export value (million €)

Country

2008 2019 2020
Japan 89 190 355
Korea 30 157 335
Croatia 194 148 288
Hungary 116 206 251

Share in exports (%) Change (%)

2008 2019 2020 2019/08  2020/19
0.4 0.6 1.2 113.7 86.4
0.1 0.5 1.1 429.2 113.5
0.9 0.4 0.9 -23.3 94.4
0.6 0.6 0.8 77.0 21.8

Source: Own calculations based on UN Comtrade data, March 2021.

Note: The countries listed, except for the last four, appear by order of Greece’s export value in 2019.

ports strengthened significantly, from 39.6% in 2019 to
43.0% in 2020, while a corresponding increase from
15.9% to 18.3% was recorded in the share of other
EU countries. The corresponding share of South Asia
increased moderately (from 5.6% to 6.8%), while sig-
nificant reductions were recorded in the shares of the
Middle East (from 17.5% to 11.8%) and non-EU Euro-
pean countries (from 9.3% to 8.2%).

Table 4.1.4 presents export developments and shares
in total Greek merchandise exports for the top 30
countries with the highest export value from Greece
in years 2019 and 2020. The last four rows of the Ta-
ble also show the course of the country’s exports to
Japan, South Korea, Croatia and Hungary, countries
that entered the top 30 in 2020, in the place of the
United Arab Emirates, Sweden, Ukraine and Russia.
The countries listed in Table 4.1.4 absorbed a total of
83.2% and 85.9% of Greece’s goods exports in years
2019 and 2020, respectively.

Among the countries listed in Table 4.1.4, 12 record-
ed an increase in their imports from Greece in 2020.
In particular, Greek exports showed a large increase of
50.7% or 600.4 million euros in the case of France, while
they increased more than 100 million euros in the cas-
es of Libya, South Korea, Japan, Germany, Croatia and
Romania. It is interesting to note that for these destina-
tions, the increase in Greek exports came largely from
the trade activity of a limited number of individual export
sectors. In particular, the increase in exports concerned
mainly the pharmaceutical sector in the cases of France
and Japan; the petroleum sector in Libya, South Korea
and Croatia; the dairy, fruit, other agri-food products
and machinery sectors in Germany; and the sectors
of cast iron, iron and steel and their products, fruit and
toys in Romania.
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In relation to the destinations to which Greece showed
a decline in exports during 2020, the largest reductions
in absolute terms concerned Turkey, Saudi Arabia, It-
aly, Northern Macedonia, Lebanon, Slovenia, the USA
and Israel. Notably, to a large extent, these reductions
were related to the petroleum sector.

4.1.5. Conclusions and prospects

As shown in the above analysis, Greece’s merchan-
dise exports sector exhibited a considerable degree
of resilience to the highly unfavourable internation-
al environment caused by the Covid-19 pandemic.
Greece achieved a 4.2% increase in goods exports in
real terms during year 2020, and was one of the few
EU economies to have shown positive performance in
this respect, in the course of this particularly difficult
conjuncture. At the same time, at current prices, the
decline observed in Greece’s merchandise exports
came mainly from the fall in demand and prices in
the oil sector, with the country’s non-oil exports hav-
ing increased by 3.7%. These results were linked to
the country’s successful response to the first epidemic
wave, but were also largely related to the structure of
Greek exports, mainly in terms of product composi-
tion, but also with regard to geographical destinations.
Greece benefited from its significant export activity in
the category of agri-food products, which show rela-
tively inelastic demand, but also in other categories of
goods, such as pharmaceutical products, the needs
for which increased due to the pandemic. At the same
time, the resilience of Greece’s exports was enhanced
by the high share and the relatively high degree of
differentiation (variety) of the products exported by
Greece to the the EU, as well as by the expansion of
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the country’s export trade to the markets of Southeast
Asia in the previous years.

In relation to the prospects of Greece’s merchandise
exports for 2021, developments in the international en-
vironment are expected to create more favorable con-
ditions for export growth, although the uncertainties
related to the course of the pandemic still complicate
significantly any assessment. Based on the indica-
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tions so far, the European and world economies are
expected to recover partially this year, boosting inter-
national trade in goods. At the same time, the needs
for pharmaceutical products are expected to remain
high, while oil prices have increased compared to the
previous year, a development which, combined with
increased demand in this market, is expected to en-
hance Greece’s exports of petroleum products.
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4.2. External trade of agro-food
products

Athanasios Chymis

4.2.1. Greece’s overall external trade

The year 2020 will probably be remembered for the
coronavirus pandemic and the ensuing economic cri-
sis, which in many cases, especially in developed coun-
tries, has become the worst crisis since World War Il.
The Greek economy suffered a significant decrease in
GDP. However, while this decrease was accompanied
by the expected decline of imports (due not only to

lower demand caused by the lockdowns, but also the
reduced income for a significant portion of workers),
exports (excluding petroleum products) increased.

Table 4.2.1 shows that in 2020, total imports and ex-
ports (including petroleum products) decreased signif-
icantly, by 12.5% and 9.2%, respectively. However, if
we remove the petroleum products, which are an im-
portant part of Greek foreign trade, imports decreased
by 4.1% (or €1.68 billion) while exports increased by
3.6% (or €0.84 billion). This led to a reduction of the
total trade deficit by 17.8% (a €1.36 billion decrease in
petroleum products and €2.52 billion in other goods,
totaling €3.88 billion). It is noted that the large de-
crease in the trade of petroleum products (imports by
35.3% and exports by 37.0%) was mostly due to the
significant price decline for oil.

TABLE 4.2.1 Total exports of goods and agro-food products (in billion €)

2008 2011 2014 2017 2018 2019 2020 % change
2019-2020
Imports
Total imports 60.72 4327 4773 50.26 55.19 55.68  48.69 -125
Petroleum products imports 12.12 11.62 16.07 12.21 15.99 15.01 9.71 -35.3
Total except petroleum products  48.60 31.65 31.66 38.05 39.20 40.67  38.99 -41
Agro-food products 7.05 6.46 6.49 7.00 7.05 7.31 6.65 -9.0
Agro-food % 14.5 20.4 20.5 18.4 18.0 18.0 17.1
Exports
Total exports 17.36 22.45 27.19 28.83 33.46 33.85 30.74 -9.2
Petroleum products exports 1.90 6.30 10.35 8.97 11.48 10.68 6.73 -37.0
Total except petroleum products 15.46 15.88 16.84 19.86 2197 23.17 24.01 3.6
Agro-food products 4.01 4.50 5.18 6.10 6.49 6.61 7.18 8.6
Agro-food % 25.9 28.4 30.7 30.7 29.6 28.5 29.9
Trade balance
Total balance -43.36 -20.82 -20.55 -21.43 -21.73 -21.84 -17.96 -17.8
Excluding petroleum products -33.14 -15.77 -1482 -18.18 -17.23 -1750 -14.98 -14.4
Agro-food -3.04 -196 -1.31 -0.90 -0.55 -0.70 0.52 *

Source: Hellenic Statistical Authority (ELSTAT), own calculations.

* Due to changes in the sign, calculation of the rate of change is not possible.
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4.2.2. Agro-food products trade

If 2020 remains in Greek economic history as a bad
year in general, this is not the case with the agricultur-
al sector, which has continued to show resilience and
dynamism during the COVID-19 crisis, as it did during
the last economic crisis. So, in 2020, for the first time in
several decades, the trade balance of agri-food prod-
ucts is a surplus. This is due to the significant reduc-
tion of agri-food imports by 9% (or €660 million) and,
at the same time, the impressive increase of exports
by 8.6% (or €568 million), which, for the first time, ex-
ceeded the barrier of €7 billion, setting a new record.

Indicative of the dynamic course of agri-food exports
is the fact that the cumulative increase in exports since

2008 reached 79%, while agri-food imports have not
changed significantly during the same period. Thus, the
record deficit of €3 billion in 2008, which in recent years
had been reduced and ranged between €0.5 and €1
billion, disappeared in 2020, giving way to a surplus of
€524 million. We know that agri-food products are ine-
lastic, which means that any change in income affects
the imports of industrial rather than agri-food products.
The significant decline in agri-food imports in 2020 can
be attributed to the special characteristics of the pan-
demic, namely the lockdowns that mostly affected hotel,
catering and, entertainment services (i.e.: sectors involv-
ing the consumption of important agro-food products).

Table 4.2.2 presents the evolution of the imports of all
basic categories of agri-food products. Specifically, it

TABLE 4.2.2 Imports of agro-food products categories, in million € (M €)

2008 2011 2014 2017 2018 2019 2020
M€ % M€ % M€ % M€ % M€ % M€ % M€ %

Meat products® 1,211 172 1,171 181 1,162 179 1242 17.7 1,242 176 1322 181 1,132 17.0
Dairy 808 115 812 126 842 13.0 856 122 829 118 857 117 819 123
Fruits-Vegetables 786 111 702 109 663 102 812 116 827 117 900 123 817 123
Cereals 681 97 655 10.1 532 82 673 96 682 97 707 97 664 10.0
Feeding stuff 406 58 355 55 403 62 407 58 462 6.6 487 6.7 548 8.2
Coffee, tea, etc. 365 52 409 63 442 68 425 6.1 453 64 470 64 436 6.6
Fish 428 61 414 64 378 58 489 7.0 521 74 540 7.4 423 6.4
Various foodstuff 344 49 331 51 37 57 347 50 358 51 374 51 376 5.7
Tobacco 335 47 247 38 236 3.6 305 44 347 49 327 45 286 4.3
Beverages 436 62 308 48 248 38 318 45 309 44 328 45 235 3.5
Oils and fats 290 41 255 39 274 42 291 42 256 36 226 31 224 3.4
Sugars 225 32 259 40 227 35 251 36 196 2.8 203 28 209 3.1
Oil seeds 224 32 175 27 220 34 203 29 202 29 204 28 186 2.8
Raw materials 130 1.8 112 17 121 19 142 20 140 20 140 19 134 20
Wood 262 37 121 19 118 18 127 18 140 20 147 20 132 2.0
Hides-skins 93 13 97 15 116 18 8 12 62 09 56 08 14 0.2
Total 7,054° 6,461 6,488 6,998 7,047 7,313 6,653

Source: Hellenic Statistical Authority (ELSTAT), own calculations.

a. Includes live animals and meat products.

b. The sum of values for each product may not equal to ‘Total’ because some categories with insignificant values such as cotton,
natural rubber, other natural textile fibers, wool and jute are not included.
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shows the evolution of import values at current prices
as well as the share of each category in the total im-
ports of agri-food products. Import values of feeding
stuff, sugars and various foodstuffs increased in 2020
by 12.5%, 3% and 0.5%, respectively. Part of this in-
crease is due to the increase in the per unit price of
imported quantities. In the case of foodstuffs, the im-
ported quantity decreased, but the increase in prices
led to an increase in the final import value.

Import values for all other categories declined. Spe-
cifically, hides-skins declined by 75%, a small part of
which is due to falling prices; beverages declined by
28.6%, a significant part of which is due to lower pric-
es; fish lost 21.7% of its import value, a small part of
which is due to falling prices; meat products declined

by 14.5%, a small part of which is due to falling prices;
tobacco lost 12.7%, most of which is due to lower pric-
es; wood lost 10.1%, partly due to lower prices; fruit
and vegetables declined by 9.3% despite the slight
increase in prices; and oil seeds lost 8.8% despite the
significant rise in prices. Raw materials and oils-fats
had a relatively small decrease in their import value
due to the significant rise in prices, which partially off-
set the decrease in imported quantities. It becomes
clear that the pandemic, through the lockdowns and
the subsequent closure of restaurants, bars, hotels,
etc., significantly affected the consumption of several
agri-food items.

Regarding exports, fruits and vegetables had an im-
pressive increase of 11.5% —a small part of which is

TABLE 4.2.3 Exports of agro-food products categories, in million € (M €)

2008 2011 2014 2017 2018 2019 2020
M€ % M€ % M€ % M€ % M€ % M€ % M€ %

Fruits-Vegetables 1,346 33.6 1519 33.7 1,826 353 1969 323 2,086 32.1 2,175 329 2,425 33.8
Dairy 275 69 322 71 483 93 634 104 672 103 705 10.7 805 11.2
Fish 449 112 604 134 556 107 674 110 689 106 684 103 728 10.1
Oils and fats 333 83 299 66 322 62 570 93 704 10.8 421 64 570 7.9
Tobacco 416 104 370 82 386 75 484 79 489 75 508 77 550 7.7
Cereals 315 79 311 69 338 65 361 59 402 62 422 6.4 467 65
Cotton 236 59 251 56 310 6.0 35 58 342 53 530 8.0 397 55
Various foodstuff 124 31 188 4.2 221 43 282 46 307 47 338 51 376 5.2
Beverages 163 41 195 43 198 38 222 36 223 34 229 35 235 3.3
Meat products?® 76 1.9 87 1.9 84 1.6 109 1.8 125 19 145 22 138 1.9
Feeding stuff 51 1.3 42 09 58 1.1 61 1.0 80 1.2 88 1.3 120 1.7
Oil seeds 76 1.9 66 1.5 86 1.7 75 1.2 76 1.2 76 1.1 101 1.4
Coffee, tea, etc. 30 0.7 43 1.0 60 1.2 80 1.3 80 1.2 86 1.3 86 1.2
Sugars 54 13 116 26 71 1.4 96 1.6 91 1.4 76 1.1 75 1.0
Raw materials 18 04 23 05 34 07 46 0.8 51 0.8 54 0.8 58 0.8
Hides-skins 38 0.9 54 1.2 64 1.2 73 1.2 63 1.0 56 0.8 30 04
Wood 9 0.2 9 0.2 10 0.2 10 0.2 11 0.2 13 0.2 12 0.2
Total 4,011° 4,505 5,176 6,103 6,493 6,609 7,177

Source: Hellenic Statistical Authority (ELSTAT), own calculations.

a. Includes live animals and meat products.
b. The sum of values for each product may not equal to ‘Total’ because some categories with insignificant values such as wool,
natural rubber, other natural textile fibers and jute are not included.
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due to rising prices— reaching an export value of €2.43
billion and expanding their share in total exports to
33.8%. Exports of dairy products continued their dy-
namic course, increasing by 14.2% -a small part of
which is due to rising prices— and earning the second
place regarding their share (11.2%), behind fruits and
vegetables. Although fish export quantities marginal-
ly decreased (-0.9%), the significant increase in fish
prices led to an increase in export value by 6.4%. For
oils and fats (olive oil being the main product), export
values increased, but the falling prices partially offset
the significant export quantity increase.

Among the other agro-food categories, those that had
a significant increase in their export value are feeding
stuff by 36.2%, a small part of which is due to rising
prices; oil seeds by 32.7%, a small part of which is
due to price increases; various foodstuffs by 11.5%,
which is almost entirely due to rising prices; cereals by
10.7%, partly due to rising prices; tobacco by 8.4%, a
small part of which is due to rising prices; and raw ma-
terials by 8.2%, which is purely due to significant price
increases, as export volumes fell by 13.1%.

On the contrary, some agro-food categories had a de-
crease in their export value, such as hides-skins by
47.4%, most of which is due to falling prices; cotton
by 25%, part of which is due to falling prices; wood
by 12.2%, entirely due to falling prices and despite the
increase in exported quantities, and meat products by
4.8%, mainly due to lower prices. Finally, in the case of
sugars, the rise in prices almost offset the significant
decline in export quantity (-25.4%), as was also the
case for coffee, tea etc., the export quantity of which
decreased by 7.4%.

4.2.3. Concluding remarks

Beyond a health crisis, the coronavirus pandemic has
brought a significant economic crisis, with the reces-
sion in Greece in 2020 comparing to the recession of
the worst financial years of the 2009-2016 economic
crisis. This is a setback for the Greek economy as it
has not been long since it emerged from the great
economic crisis. Moreover, the Greek economy for
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the previous 2-3 years has only made some timid
growth steps, and it needs to substantially accelerate
its growth rate.

Although foreign trade was significantly affected by
the pandemic, its resilience in terms of exports is a
very positive sign. Exports are a key driver for growth.
The continuous and long-lasting lockdowns signifi-
cantly reduced domestic demand as well as touris-
tic demand due to the dramatic decline of visitors.
Thus, imports of non-petroleum products decreased
by 4.1%, and those of agri-food by 9%, an amount
comparable only to the decrease observed in 2009,
the first year of the Greek economic crisis and a year
of the international financial crisis. But then the de-
cline in total imports of non-petroleum products was
much greater and reached 15.85%. The proportion-
ately more adverse effect of the pandemic on the
agri-food sector is clear due to the drastic restric-
tions on social events (catering, entertainment) and
tourism worldwide.

Despite the corresponding decrease in demand inter-
nationally, exports of Greek non-petroleum products
increased by 3.6%, while exports of agri-food products
grew by an impressive 8.6%. Combined with a 9% drop
in agro-food imports, the agro-food trade balance in
2020 has a surplus for the first time in more than 30
years. While this fact is very positive, it should be not-
ed that this result was achieved due to the large reduc-
tion in imports. The increase in exports alone (€568
million) would not have been enough to turn the deficit
(€704 million in 2019) into a surplus, although it would
have greatly reduced it. This means that for a sustain-
able surplus in the agro-food trade balance, agri-food
exports must continue the dynamic growth of recent
years at an accelerating pace. As this column repeat-
edly points out, the development of the livestock sec-
tor, among other sectors, has the potential to make a
significant contribution to creating a sustainable trade
surplus. The livestock sector has, by far, the greatest
deficit. If domestic production contributes to reducing
even a small fraction of livestock imports or increasing
livestock exports, the agro-food trade balance could
become sustainably positive.
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4.3. Economic output and human
losses in Greece during the
pandemic

Prodromos Prodromidis

4.3.1. Introduction

The article looks into the evolution of the quarterly gross
domestic product (GDP) figures and of the weekly mor-
tality figures in Greece, in relation to other European
states during the SARS-CoV-2 pandemic, from the first
quarter of 2020 (2020%") to the first quarter of 2021
(202191, with the aim of describing what happened,
and assessing the country’s performance in terms of
economic output and human losses.

To that end, the weekly mortality figures are converted
to quarterly numbers so as to match the GDP time-
series, and both sets of quarterly figures are: (a) Re-
shaped into indices through division with the respective
(pre-pandemic) quarterly figures of 2019, (b) Compared

to the corresponding indices relating to the other EU
member states (except for the Republic of Ireland for
which the data are incomplete), and to six neighboring
states for which Eurostat provides reliable, comparable
data for three or more quarters. The neighboring states
are Albania, Iceland, Norway, Serbia, Switzerland, and
the United Kingdom.

The rationale is as follows: While monitoring and com-
paring country performances during the pandemic is
often based on the number of infected people or on the
number of confirmed virus-related deaths (e.g., NPHO;?
Middelburg and Rosendaal, 2020; WHO, 2021), (a) the
former may not be suitable for comparisons if the tests
are not performed on representative samples or in sim-
ilar manners etc., and (b) the latter may be mislead-
ing if deaths from other causes are underestimated or
neglected due to the pressure placed on the health
systems by the pandemic. As a result, it may be more
appropriate to engage in comparisons based on the
total number of deaths or in terms of the additional
deaths that occur in relation to a pre-pandemic year
(e.g., by ECDC, 2020; Karanikolos and McKee, 2020;
Amoretti and Lalumera, 2021; Lau et al., 2021). Fur-
thermore, it may be useful to take into consideration
how economic activity unfolded as: (i) The govern-

TABLE 4.3.1 The cumulative number of confirmed SARS-CoV-2 deaths in Greece at the end

of 20209, of 2020°* and of 20219"

Deaths per 100,000

people
End of 202092: After the 15t wave 1.8
of the pandemic in Greece.
End of 202094 Near the end 43.7
of the 2" wave of the pandemic
in Greece
End of 20212": Amid the 3 wave 75.1

of the pandemic in Greece

Source: WHO (2020a, 2020b, 2021). Own calculations.

Rank based on the figures submitted
by the various countries to the WHO
4™ lowest in the EU-27

8™ lowest in the EU-27

5t lowest in the EU-27

Note: WHO reports on the issue used to be occasional, but became weekly from October 2020 onwards.

1. All sets of data used in the Figures are collected and provided by Eurostat. The data are available up to 20219".

2. The daily reports of the National Public Health Organization (https://eody.gov.gr/en/npho) are available via the Greek site: <https://eody.

gov.gr/epidimiologika-statistika-dedomena/ektheseis-covid-19>.
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ment stated that it took economic activity into account
in its decision making,? (ii) It is generally accepted that
by looking into both the GDP (the widely used proxy
for economic performance) and mortality, one may
look into prosperity and social choice issues in a more
comprehensive way (e.g., Sen, 1998; Peltzman, 2009;
Balmford et al., 2020).

In Greece, the authorities had very little time to eval-
uate the various approaches adopted in China and
other Asian countries that dealt, in January 2020, with
what is now known as the first wave of the pandemic.
The novel virus was first confirmed on European soil
on January 24" 2020, based on an infection in France;
three days later in Germany; and by the end of the
month in ltaly, Spain, the United Kingdom and Swe-
den. As the virus spread within countries and across
Europe, it reached Greece on February 26, 2020, and,
eventually, Albania and Cyprus, on March 8" 2020 (the
last two countries to report at least one SARS-CoV-2
infection, among the countries considered in the ar-
ticle). Without effective vaccines at their disposal, but
alarmed by the disproportionately high death toll that
devasted neighboring ltaly, the Greek authorities ini-
tially ordered local lockdowns and, soon after, a na-
tional lockdown that restricted all but essential move-
ment and economic activity. The equally alarmed
community swiftly obliged. Consequently, the number
of confirmed SARS-CoV-2-related deaths was initially
kept at a relatively low level (Schellekens and Sour-
rouille, 2020; Table 4.3.1).

4.3.2. The numbers

It turns out that in 20209, Greece’s (i) quarterly GDP
dropped to 98.6% of the respective 20192 figure, and
(i) the total number of deaths rose to 100.3% of the re-
spective 20199" figure. By contrast, of the 31 Europe-
an states considered: (a) Six states that were affected
either earlier (Belgium, United Kingdom, Spain, Italy)
or at the same time with Greece (Austria, Iceland),
preformed worse in both measures (output decreased
and casualties increased compared to 2019%"). (b) Six
states that were affected either earlier (France, Germa-
ny) or at the same time with Greece (Portugal) or later
(Albania, Slovenia, Slovakia) performed better in terms
of human losses and worse in terms of GDP. (c) Three

states that were affected either earlier (Sweden) or at
the same time with Greece (the Netherlands) or later
(Cyprus) performed better in terms of GDP and worse
in terms of human losses. (d) 16 states that were af-
fected either earlier (Finland) or at the same time with
Greece (Switzerland, Luxemburg, Denmark, Norway,
Poland, the three Baltic states, Czechia, Romania,
Croatia) or later (Malta, Bulgaria, Serbia, Hungary) per-
formed better in both measures. See Figure 4.3.1(1).

In 202092, as the nationwide restrictions remained in
effect for the first month, and were eased afterwards,
the quarterly GDP figure dropped to 84.4% of the re-
spective 2019 figure, and the total number of deaths
fell to 96.4% of the respective 2019% figure.* At the
same time, of the 31 European states considered: (a)
A cluster of five states (ltaly, Spain, Portugal, France,
the United Kingdom) performed worse in both meas-
ures. (b) Croatia performed better in terms of human
losses and worse in terms of GDP. (c) 25 states per-
formed better in terms of GDP and worse in terms of
human losses. See Figure 4.3.1(2).

Early in 20209 the authorities turned their attention to
salvaging the high tourist season and restoring opera-
tions in other sectors of the economy. To that end, they
completed the gradual re-opening of economic activ-
ity (close to full normalization, except for large public
events). Unsurprisingly, given the situation in other parts
of the world, the number of visitors was lower compared
to 2019%. However, to the extent (i) the restrictions were
intended to slow the spread of the virus and mitigate
the pandemic’s effects on the healthcare systems (but
not necessarily eliminate transmission of the virus), and
(i) the restrictions were eased and lifted in a manner
that bred complacency in several segments of the pop-
ulation, the balancing act of opening up borders and
activities in order to affect economic recovery etc., gave
the virus a chance to continue to circulate. As a result,
around mid-2020% the numbers of SARS-CoV-2 infect-
ed and of hospitalized people, as well as SARS-CoV-2
confirmed deaths began to rise. On the whole, the quar-
terly GDP dropped to 90.6% of the respective 2019
figure, and the total number of deaths rose to 104.8%
of the respective 2019 figure. At the same time, of the
31 European states considered: (a) Two states (Croatia,
Malta) preformed worse in both measures. (b) A clus-
ter of 16 central, northern and northeastern European

3. Indeed, it stated that by opening and closing economic activity where necessary, it aimed to both contain the economic downturn and
manage the infection crisis. Moreover, in managing the situation it tried to avoid disrupting care for other diseases and potential causes of

death.

4. In all likelihood, the increased hand hygiene, the wearing of masks, along with school and business closures and the gathering-traveling
or other restrictions imposed (e.g., ECDC, 2020), affected a reduction in deaths from other causes (e.g., from other respiratory diseases,

from fewer road accidents during lockdowns, etc.).
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FIGURES 4.3.1 (1-5)
The relative position of Greece and of other European states in terms of real GDP (2015 prices)
and the total number of deaths during the pandemic, compared to the same quarter in 2019

111

105.5

100

Deaths

94.5

89

145

136

127

118

Deaths

109

100

91

136
132
128
124
120
116

Deaths

112
108
104
100

96

76

1. 20209" compared to 20199 (=100), 32 states

ES® IS®
°
NL ®
UK
® s O
AT @ BE D) L4
® gGR oNO
FR® oe® ©CZ ®cH
«® ALe E.E. F ® DK et @RS
® PT L P
s HRE Ty
@ ®ro
BG
v e @ Hu
94 96 98 100 102 104 106
GDP
2. 20209 compared to 201992 (=100), 32 states
®uk
BE SE
®ES p S
oMt
FR®@® IT
PTe W FI
s CY ® EE ©® LT
® ® DE QAL Lx cCH® ® o
mT ATe °® ® RO @ ®DK
® ° ® PL ®
GRe® HU sk Clg ° o NO
(] IS RS
HR BG
78 82.75 87.5 92.25 97
GDP
3. 2020 compared to 2019 (=100), 32 states
oL
PT
MT ES °
e ° ®ro
RS LT
BG °
GR T SK_EE ® LU
HR ® o & o AT pe TR u
cz ®e @ &0k
H® e DE v OO °
KT el oY SE cH NO
89 90 91 92 93 94 95 96 97 98 99 100 101

GDP

KEPE, GREEK ECONOMIC OUTLOOK 2021/45



FIGURES 4.3.1 (1-5) (continued)

4. 2020% compared to 2019% (=100), 30 states
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Source: Eurostat (the namqg_10_GDP and demo_r_mwk_ts datasets updated, respectively, on June 6" and June 10" 2021).

Own calculations.

Key for country codes: Albania (AL), Austria (AT), Belgium (BE), Bulgaria (BG), Croatia (HR), Cyprus (CY), Czechia (CZ2),
Denmark (DK), Estonia (EE), Finland (Fl), France (FR), Germany (DE), Greece (GR), Hungary (HU), Iceland (IS), ltaly (IT),
Latvia (LV), Lithuania (LT), Luxembourg (LU), Malta (MT), Netherlands (NL), Norway (NO), Poland (PL), Portugal (PT), Romania
(RO), Serbia (RS), Slovakia (SK), Slovenia (Sl), Spain (ES), Sweden (SE), Switzerland (CH), United Kingdom of Great Britain &

Northern Ireland (UK).

states (France, Belgium, the Netherlands, Luxemburg,
Germany, Switzerland, Austria, Hungary, Slovenia,
Czechia, Denmark, Sweden, Norway, Finland, Latvia,
Iceland) and Cyprus performed better in both meas-
ures. (c) 11 southern and eastern European states
(Portugal, Spain, Italy, Albania, Serbia, Bulgaria, Ro-
mania, Slovakia, Poland, Lithuania, Estonia) performed
better in terms of GDP and worse in terms of human
losses. (d) The United Kingdom performed better in
terms of human losses and worse in terms of GDP.
See Figure 4.3.1(3).

In 2020%, as the numbers of confirmed infection cases
and of related deaths continued to rise, Greece was
pushed into the second wave of the pandemic. The
government announced a new national lockdown in
November that ran to the end of 20209 and beyond.
The GDP dropped to 94.1% of the respective 201994
figure, and the total number of deaths rose to 117.9%
of the respective 2019% figure. Of the thirty European
states considered and for which data are available:®
(a) Five southern EU states (Portugal, Spain, Italy, Mal-
ta, Croatia) performed worse in both measures. (b) A

5. The data regarding Albania and the United Kingdom are not available.
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cluster of nine central, northern and northeastern Eu-
ropean states (the Netherlands, Germany, Denmark,
Sweden, Norway, Finland, Estonia, Latvia, Iceland)
and Cyprus performed better in both measures. (c)
14 contiguous states (Belgium, Luxemburg, France,
Switzerland, Austria, Slovenia, Serbia, Bulgaria, Ro-
mania, Hungary, Slovakia, Czechia, Poland, Lithuania)
performed better in terms of GDP and worse in terms
of human losses. See Figure 4.3.1(4).

Early in 20219', the authorities commenced a mass
vaccination campaign, and gradually lifted the lock-
down restrictions. However, as the transmission of the
virus had not been eliminated, and the virus continued
to circulate, they had little choice but to re-introduce
another lockdown in March in order to deal with the
third wave of the pandemic. The lockdown ran to the
end of the 20219" and beyond. (The restrictions were
gradually lifted in May and June 2021; the third wave
ran into June 2021.) During 20219" both the GDP and
the total number of deaths fell to 97.2% and 97.3%
of the respective 2019%" figures. Of the 29 European
states considered and for which data are available.® (a)
Nine contiguous states (Portugal, Spain, France, ltaly,
Austria, Slovakia, Czechia, Germany, the Netherlands)
preformed worse in both measures. (b) Three states
(Belgium, Norway, Cyprus) performed better in both
measures. (c) 15 states (Denmark, Sweden, Finland,
the three Baltic states, Poland, Hungary, Slovenia,
Croatia, Serbia, Romania, Switzerland, Luxemburg,
Malta) performed better in terms of GDP and worse in
terms of human losses. (d) Iceland performed worse
in terms of GDP and better in terms of human losses.
See Figure 4.3.1(5).

4.3.3. Conclusions

As the SARS-CoV-2 pandemic spread across Europe
in the course of seven weeks, it affected countries for
unequal lengths of time —one for two months, anoth-
er one for three weeks, Greece for about a month—
in 20209, We keep this in mind when comparing the
20209 output and mortality measures across coun-
tries.

In the four quarters that followed, Greece took both mild
and more drastic steps to slow the spread of the virus
and mitigate the pandemic’s effects on the healthcare
system. The restrictions disturbed economic and so-
cial life. As soon as the virus transmission went down,
the restrictions were eased and lifted to allow for the

economy and society to recover. Yet, easing and lifting
the restrictions and giving the virus a chance to circu-
late widely again may have affected new transmission
waves. Currently (summer of 2021), with the third wave
having run its course, the authorities are once again
turning their attention to salvaging the high tourist sea-
son and restoring operations across the economy.

In reviewing the numbers, we note the country’s rank-
ings in 202092 2" best in the mortality measure and
22 in the output measure among the 26 EU member
states. The performance suggests that the emphasis
was placed squarely on the preservation of lives. The
rankings of 20202 (15 place in the mortality measure
and 24" place in the output measure among the 26 EU
member states) are in line with the attempt to contain
the decline in output (the decline was not avoidable).
As activities opened up, mortality worsened. The two
rankings of 20209* (9" place in the mortality measure
and 21 place in the output measure among the 26 EU
member states) and of 20219' (3 place in terms of the
mortality measure and 16" place in the output meas-
ure among 25 EU member states) suggest that sub-
sequently the country’s performance in terms of both
measures improved: improved time and time again.
So, based on the findings, and considering that other
EU member states probably had similar aspirations, it
appears that Greece’s approach was not only consist-
ent, but also effective.
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Testing the (new) equity multiplier
in the Greek banking system:
2002Q4-201901

Konstantinos Loizos*
Yannis Panagopoulos**

Abstract

This article attempts to reveal the endogenous or the
exogenous nature of the credit expansion of money,
through the banking system, in the Greek economy. The
way we tried to do this is through the assessment of
the Basel lll (2016) based equity multiplier model, which
institutionally states that «banks’ equity controls lending
expansion» in the money-making process. The empiri-
cal results of Johansen (1988) and L (itkepohl and Re-
imers (1992) co-integration methodology, applied here,
verified the existence of a reverse, both short-term and
long-term, equity multiplier, from credit growth to banks’
equity, in the Greek banking system, for the time period
2002Q4 - 2019Q1.

Keywords: Equity multiplier, exogenous/endogenous
money supply, co-integration.

JEL classification: E51, C23, C22.
1. Introduction
One of the most interesting parts of international litera-

ture on credit and monetary policy is the control of the
process of creating credit expansion and, consequent-

ly, the exogenous or endogenous nature of money in
each banking system. It is also known that the exoge-
nous nature of money is supported by representatives
of Orthodox monetary schools of thought (e.g., Mon-
etarists, New-Keynesian and “New Consensus”), while
the endogenous nature of money is supported by rep-
resentatives of Heterodox monetary schools of thought
(e.g., the different versions of the Post-Keynesians').

As Rochon (1999) states, the general philosophy for
the representatives of all Orthodox monetary schools
of thought is based on the view that changes in the
elements of banks’ financial liabilities trigger changes
in its financial assets. However, in the case of Hetero-
dox economists, this causal relationship between the
banks’ financial assets and liabilities is reversed: it is
the banks’ financial assets that cause the changes in
the banks’ financial liabilities.

Until a few years ago, the causal relationship between
the banks’ financial assets and financial liabilities was
limited to the Classical/Heterodox debate whether
“bank reserves control deposits and deposits create
loans” (Lavoie, 1984), which then led to the discussion
of the way the classic money multiplier operates (Pana-
gopoulos and Spiliotis, 2008; Deleidi, 2020; etc.). The
main objective of this article is to extend the discussion
of the causal relationship between banks’ financial as-
sets and liabilities to the causal relationship between
banks’ equity and loans. In simple words, in this article,
we try to reveal the nature of operation of the equity
multiplier in the Greek banking system. This new credit
multiplier is examined here for the time period 2002Q4-
2019Q1 taking also into account the re-capitalizations
of 2013-2015 in the Greek banking system.

The main conclusion drawn from our empirical analy-
sis shows that there is a reverse short-term and long-

* Research Fellow, Centre of Planning and Economic Research (KEPE) and Visiting Lecturer at the University of Athens.

E-mail: kloizos@kepe.gr

** Senior Research Fellow, Centre of Planning and Economic Research (KEPE) and Visiting Lecturer at the Hellenic Open University.
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1. The “Structuralists” and the “Horizontalists” or “Accommodatalists” of the post-Keynesian schools of thought.
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term relationship between equity and loans portfolios
of the systemic banks that confirms the post-Keynes-
ian/"Horizontalists" perception of the money creation
process.

The article is structured as follows. In section 2, we
discuss the theoretical explanation concerning the
causal behavior of the equity multiplier, which also de-
termines the exogenous or endogenous nature of the
money generation process in the banking system. In
section 3, we present the data, the econometric meth-
odology and the empirical results. Finally, in section 4,
we conclude.

2. The equity multiplier

The emergence of the importance of commercial
banks’ equity, as a key factor in banks’ liabilities, has
gradually resulted from several developments in credit
and monetary issues. The abandonment of minimum
reserve requirements of deposits by the central banks
(Rochon and Rossi, 2010; Xiong and Wang, 2018,
etc.), the lack of a convincing causal relationship be-
tween deposits and loans (Panagopoulos and Spiliot-
is, 2008), the increase in securitization of international
loans (Lutskina and Strahan, 2009) and the globaliza-
tion of the banking system (Goodhart et al., 2004; Puri
et al., 2011, etc.), were the most important of them.

As has already been pointed out above, this has re-
defined the debate on how credit and money is cre-
ated not only for the prevailing Orthodox monetary
view, but also among Heterodox monetary econo-
mists. In particular, the importance of so-called “cap-
ital requirements or the capital adequacy ratio” for
the credit expansion in the bank’s balance sheet has
been highlighted. This important relationship was first
recognized by the Basel Committee in 1988 (Basel 1)
and, subsequently, was further improved and special-
ized by Basel Il (2006) and Basel Il (2016), aiming at
financial stability in the conduct of monetary policy in
every economy.

2.1. The Capital Adequacy Ratio (CAR)

The Basel lll (2016) mandates follow the framework for
the Orthodox monetary school about credit expansion
and thus the creation of money supply process without
considering the importance of credit demand. In other
words, it could be said that, except for the institutional-
ly ‘outgoing’ classical money multiplier, this school of
thought —-through the CAR- has now formulated a new
credit multiplier, the so-called “equity multiplier”. In
addition, through detailed mandates, the Basel Com-
mittee has tried to clarify and control the different cat-
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egories of bank loans, using different risk weights, in
an attempt to stabilize the general CAR at least above
a minimum «threshold» for all banks (Basel Il [2016]).

This restrictive role of the CAR, in terms of credit crea-
tion and the money-making process, has nevertheless
been theoretically and empirically challenged (Lavoie,
2003). In simple words, a possible “reversibility” of
such a credit (and money) multiplier has already been
empirically addressed and tested in various advanced
economies (Karagiannis, et al, 2012; Panagopoulos
and Spiliotis, 2017).

Thus, on the basis of the above theoretical analysis,
we can summarize the three (3) main causal relation-
ships that can be examined, in the empirical section
of our article, in order to investigate the form of the
operation of the equity multiplier in the Greek banking
system. More specifically:

Hypothesis 1: Banks’ equity forms the basis for the
control and/or creation of the banks’ loans (Equity =
Loans). If this is the causal relationship between the
two variables, then this new multiplier is functional/ac-
tive and consistent with the theoretical approach of the
Orthodox school of thought and the Basel Il

Hypothesis 2: Banks’ loan portfolios trigger the crea-
tion of equity (Loans = Equity). If this is the causal
relationship of the two variables, then the new multi-
plier is functional, but in the reverse way. The theo-
retical interpretation of such a relationship is that the
new multiplier follows the “Horizontalists” view of the
Heterodox monetary school.

Hypothesis 3: Banks’ equity is in a feedback relation
with their loan portfolio (Equity = Loans). If this is the
causal relationship between the two variables, this sig-
nals that the amount of banks’ equity restricts the ex-
pansion of loans and, at the same time, loans, through
their repayment process, “feed” the size of the banks’
equity. The theoretical interpretation of this relation-
ship is that the new multiplier follows the “Structural-
ists” view of the Heterodox monetary school.

Theoretically, we could also add a fourth case, which
would take the following form:

Hypothesis 4: Banks’ equity is not related to their loan
portfolios (Equity # Loans). If this is the (non) causal
relationship of the two variables, this indicates that the
new multiplier is not functional/active in the banking
system of the country examined.

In the following section we will empirically examine the
capital multiplier, in the Greek banking system, from
the period of accession to the euro (2002) until the first
quarter of 2019.
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3. Data, econometric methodology and
empirical results

We make use of quarterly data for the Greek banking sys-
tem (2002Q4-2019Q1) which has been obtained from
the Bank of Greece and the Thompson Reuters Eikon
data base. Specifically, we employ data for total credit,
which corresponds to gross loans in thousand euros, as
these are provided by the Bank of Greece (BoG), which
we have transformed into natural logarithms. In addi-
tion, we have collected data on Capital Adequacy Ratios
(CAR) (defined as total equity over total assets) for the
National Bank of Greece, Alpha Bank, Eurobank, Pirae-
us Bank and Attica Bank, derived from the data base of
Thompson Reuters Eikon. On the basis of this data, we
have constructed a Capital Adequacy Ratio (CAR), for
the Greek banking system, as the weighted average of
individual bank’s ratios. Each bank participates in this
average with a weight equal to the ratio of its assets over
the sum of the assets of all five banks.?

Figure 1 depicts the natural logarithm of gross loans and
indicates the existence of a turning point in their evolu-
tion after a long period of a continuous rising trend.
Specifically, from mid-2010 onwards, during the man-
ifestation of the fiscal and debt crisis in Greece, loans
follow a downward trend despite a short-lived rebound
in the first quarter of 2013.

In addition, CAR, as depicted in Figure 2, decreas-
es substantially during the interval 2011Q3-2012Q4, a
period which is marked by a steep decline in banks’
equity which, in some cases, turns negative. Further-
more, CAR fluctuates also during the interval 2014-
2015 and up to 2016Q1. These two “anomalies” relate
both to the effect of public debt restructuring on banks’
balance sheets through the Private Sector Involvement
(PSI), and the three (3) recapitalizations of Greek banks
that followed: those of May-June 2013, April-May 2014
and December 2015 (Kolliopoulos, 2020; Panagopou-
los and Peletidis, 2015; Bank of Greece, 2012).3

According to the relevant unit root tests, we conclude
that the natural logarithm of loans (Loans) and the
Capital Adequacy Ratio (CAR) are both I(1)%.

FIGURE 1
The natural logarithm of gross loans:
2002Q4-2019Q1
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FIGURE 2
Capital Adequacy Ratio (CAR) (as a percentage,
% of Assets), 2002Q4- 2019Q1
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In order to find out which of the assumptions (1 to 4)
concerning the new credit multiplier (equity), referred
to in the previous section, is valid in the Greek case
—during the two first decades of the 21t century, when
the country joined the Eurozone- we make use of a
Vector Autoregressive (VAR) bivariate causality tech-
nique introduced by Liutkepohl and Reimers (1992).

2. Following Honda (2002) and Roulet (2018), we employ the variable of the Capital Adequacy Ratio (CAR) as a proxy for the role of equity

capital in the causal relationships under examination.

3. For a detailed presentation of the recapitalization process concerning the four (4) Greek systemic banks, the National Bank of Greece,
Alpha Bank, Eurobank and Piraeus Bank, see Panagopoulos and Peletidis (2015).

4. We employed the following tests: Augmented Dickey Fuller (ADF), Phillips-Perron (PP) and Kwiatkowski-Phillips-Schmidt-Shin (KPSS).
The ADF and PP tests indicate that the above time series are non-stationary I(1) whilst the KPSS test concludes that they are stationary 1(0).
However, after inspecting the relevant graphs of autocorrelation, the existence of a unit root is confirmed for both variables. Our unit root tests

results are available on demand to the interested reader.
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The same technique has been employed by Pana-
gopoulos (2010) for the Greek banking system during
the period 1995Q1-2006Q1.

In Tables 1 and 2, we present the results of the Johansen
co-integration test according to the above method-
ology. Specifically, we run tests both on the whole
sample and on the same sample with the introduction
of two dummy variables (dummy2013Q2 and dum-
my2016Q1) in order to take into account the period
of banks’ recapitalizations, the importance of which is

stressed by Kolliopoulos (2020) and by Panagopoulos
and Peletidis (2015), as explained above.®

Inspecting the results of the Johansen test for long-
run causality between CAR and Loans presented in
Tables 1 and 2, we conclude that such a relationship
only exists when the effect of banks’ recapitalizations
is accounted for by the two (2) dummies for the quar-
ters 2013Q2 and 2016Q1. Consequently, we reach
a different result than that of Panagopoulos (2010)
who, when examining the period 1995Q1-2006Q1,

TABLE 1 Johansen test results between Capital Adequacy Ratio and Loans, 2003Q3-2019Q1

Johansen Critical values A Max- A Trace M(r) Number Long-run
cointegration test eigenvalue value of Lags relationship
CAR vs. Loans MacKinnon-Haug- 15.01 19.18 0 1 Loans = CAR
Michelis (1999) [15.89] [20.26]
(0.07) (0.07)

Notes: The choice of lags was based on the Likelihood Ratio (LR) test, Akaike Information Criterion (AIC), Final Prediction Error
(FPE), Schwarz Information Criterion (SC) and Hannan and Quin Criterion (HQ). However, when there is disagreement among
these tests, we followed Burke and Hunter (2005), and we chose the number of lags indicated by the Schwarz Information
Criterion (SC). Critical values at the 5% level of significance are inside brackets and p-values are inside parentheses. According
to the Pantula principle (See Harris (1995: 97)), we chose a model with an intercept but no trend in the cointegrating equation
and no intercept or trend in VAR.

TABLE 2 Johansen test results between Capital Adequacy Ratio and Loans, 2003Q3-2019Q1*

Johansen Critical values® A Max- A Trace M(r) Number Long-run
cointegration test eigenvalue value of Lags relationship
CAR vs. Loans MacKinnon-Haug- 24.28 34.02 reduced 1 There exists
Michelis (1999) [19.39] [25.87] rank a relationship
(0.01) (0.004) r=1 between Loans
and CAR
Giles and Godwin 34.02
(2012) [22.34]

Notes: Remarks in Table 1 concerning the choice for the number of lags still hold. For m variables and v; sample breakpoints
the Giles and Godwin (2012) critical values correspond to m —r = 1, v; = 0.65, v, = 0.80 and a linear trend. According
to the Pantula principle, we chose a model with an intercept in the cointegrating equation and VAR, a linear trend in the
cointegrating equation and no trend in VAR.

* Including two dummies in quarters 2013Q2 and 2016Q1.

5. For a similar econometric approach to the same issue, see also Economou, et. al. (2016) and Panagopoulos and Peletidis (2016).

6. Since in the case that exogenous variables are introduced, MacKinnon, Haug and Michelis (1999) critical values do not hold, we also
report the Giles and Godwin (2012) critical values for the trace test.
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TABLE 3 Wald test results for Granger
short-run causality between the Capital
Adequacy Ratio and Loans*

Null Hypothesis X2 value
A(Loans) does not 12.96 (0.00)
cause A(CAR)

A(CAR) does not 0.30 (0.58)

cause A(Loans)

Note: p-values inside parentheses. We ran the test
estimating a VECM with one (1) lag.

* Results obtained from an estimated VECM,
2003Q3-2019Q1, with dummy variables for the
quarters 2013Q2 and 2016Q1 respectively.

TABLE 4 VECM test for long-run causality

Dependent vs. ECT,_,, Long-run
independent  coefficient (a;) causality
variable

A(Loans) vs. -0.007 Loans = CAR
A(CAR) (-3.357)

A(CAR) vs 0.003

A(Loans) (3.376)

Note: Values of the t statistic inside parentheses. We ran
the test estimating a VECM with one (1) lag.

attributed the lack of a long-run relationship to the im-
maturity of the Greek banking system and the exist-
ence of “redundant” equity that rendered the equity
multiplier as non-operational. However, our estima-
tion period includes time intervals characterized by
significant pressure on banks’ equity capital, which
turn negative during 2011Q4-2012Q4. Because of
this event, the banking sector entered a period of
successive recapitalizations in the years 2013, 2014
and 2015. Therefore, it seems that CAR plays a more
significant role in the period under examination, which
calls for further research concerning the effect for the
Greek banking system of the (new) credit multiplier
in the context of Basel Il (as of 2006) and Basel lll (as
of 2010).

In this sense, and following Panagopoulos and Spilio-
tis (2006), in Tables 3 and 4 we present the Wald test
results, both for short-term and long-term Granger cau-
sality, after estimating a Vector Error Correction Model
(VECM) of the following form?:

AL, =ci+ YiALi i+ Yi2A(CAR) 1+ AyiDi + AD +
+a, ECT,_+ uy

A(CAR); = ¢+ Y21 AL+ Y5A(CAR),_1 + ApiDy + AxD, +
+a, ECT,_1+ uy

Where L, is the natural logarithm of gross loans, CAR; is
the Capital Adequacy Ratio, D, & D, the two (2) dum-
my variables to capture the effect of banks’ recapitali-
zations (2013Q2 and 2016Q1 respectively) and ECT,,
the Error Correction Term.

The existence of a short-run unidirectional causal re-
lationship from Loans to CAR is implied by Table 3.
The same relationship for the long run is derived from
Table 4 since, despite the fact that both coefficients
of the ECT,_, term are statistically significant, only the
coefficient a, has the correct (negative) sign. Hence,
the above analysis confirmed Hypothesis 2 of Section
2.1 above, and therefore, the theoretical position of
the Heterodox school of “Horizontalists”, namely that
“Loans cause the corresponding levels of CAR and not
the other way round”.

4. Conclusions

The main goal of this article was to test for and clarify
the endogenous or exogenous nature of credit money
in the Greek economy during the whole period of Eu-
rozone membership. This task was carried out through
a test of the Basel lll (2016) equity multiplier that the-
oretically designates the way by which “banks’ equity
controls their credit expansion”.

The empirical results of the Johansen methodology and
the bivariate causality technique by Litkepohl and Re-
imers (1992) indicated the existence of a reverse caus-
al relationship, from Loans to Equity, which indicates
the endogenous nature of money in the Greek bank-
ing system. These results are in contrast to both the
Orthodox monetary theory, which is followed by Basel
Ill, and the empirical results by Panagopoulos (2010),
where there was no evidence to justify a direct relation-
ship between banks’ equity and loans. In the new ex-
tended estimation period and despite prolonged reces-
sion in the Greek economy, after 2009, with its negative

7. In conformity with Panagopoulos and Spiliotis (2006), we stress that the VECM causality methodology employed here should be treated

as a testing procedure rather than as a comprehensive model.
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effects on credit expansion, the (new) equity multiplier
seems to be both operative and endogenous. In fact,
this result can be justified because of depressed credit
expansion during the last few years in Greece due to
this recession which seem to exaggerate the negative
effects on banks’ equity capital.
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Developments in the labor markets
and sectors of the business
economy during 2008-2017

in Greece

Prédromos Prodromidis*

Abstract

The article looks into the structure and performance
of twelve sectors of Greece’s business economy, and
into the developments in their respective labor markets,
during the country’s long economic downturn. Using
Eurostat’s structural business statistics, it finds that: (a)
Between 2008 and 2017, the sectors moved at different
paces and/or in different ways. For instance, the trade
sector shrunk in terms of jobs and companies, the water
supply sector shrunk in terms of staff. The accommoda-
tion-food service sector came to employ (absorb) more
people in 2017 compared to the 2008, but, on average,
profits decreased. In the electricity sector, profits in-
creased. In the mining-quarrying sector, labor produc-
tivity increased, and in the information-communication
sector, it decreased. (b) The developments regarding
the number of businesses and employees in two sec-
tors (trade and manufacturing) are similar to the corre-
sponding developments in other EU member states. (c)
Whenever the number of businesses and the average
size of businesses in a sector fell, the respective labor
market was (or had been) dominated by a leftward de-
mand shift or a binding reduction of a wage ceiling, and,
consequently, by a reduction in employment.

Keywords: Debt crisis & recession, labor supply & de-
mand, Number & size of businesses, Labor productivity
& profitability, Greek & European businesses.

JEL classification: J20, L60, L70, L80, L90, M20.

1. Introduction

The international financial crisis of 2007-08 sparked in
Greece a government debt crisis. The crisis was dealt
with via three successive bailouts, and measures that
led to a long recession both in terms of output and of
employment. The recession brought about uncertainty
and fluidity in many aspects of social, economic, polit-
ical and cultural life, which, in turn, probably culminat-
ed with the imposition of capital controls in 2015. The
bailout agreements were completed in 2018. However,
the recovery was interrupted in 2020-21 by the out-
break of the SARS-CoV-2 pandemic. See Figure 1. The
expectation is that things will return to normal, and a
new economic policy will be employed.

Before moving forward, in the pages that follow, we
briefly look back and discuss what happened during
2008-17 in the labor markets and to key features of
the business economy. The features that we consider
most crucial touch on market structure and competi-
tion, and on businesses performance. They are four:
the number of businesses, the average size of busi-
nesses (in terms of people employed), the average
labor productivity of businesses (in terms of gross
value added per person employed), and the average
profitability of businesses (proxied by the share of the
gross operating surplus in turnover; OECD, 2010).

As more data regarding the recession period are now
available by Eurostat, we turn to the twelve business
economy sectors that Eurostat keeps track of. These
are: (a) mining-quarrying, (b) manufacturing, (c) elec-
tricity-gas-steam-air conditioning supply, (d) water sup-
ply-sewerage-waste management-remediation activi-
ties, (e) construction, (f) trade (wholesale and retail) plus
the repair of motor vehicles-motorcycles, (g) transpor-
tation-storage, (h) accommodation-food service ac-
tivities, (i) Information-communication, (j) real estate
activities, (k) professional-scientific-technical activities,
(I) administrative-support service activities.”! However,
the data regarding construction are available only from
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FIGURE 1

The evolution of output, of the population aged 15 years or older, and of the employed and
unemployed people of the same age in Greece, 1995-2020 (1995=100)
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Note: Both the GDP (measured on the vertical axis on the left) and the other variables (measured on the vertical axis on the
right) are in index form. The population includes the labor force and the people who do not participate in the labor market. The
workforce consists of the employed and the unemployed people.

2011 on, a break in the series occurs in 2014,2 and
the data regarding 2014-17 are temporary (i.e., not yet
finalized). Construction aside, the eleven other sectors
appear to employ 52.9-63.6% of all employees, and to
contribute about 60.7-65.2% of Greece’s gross value
added or 54.2-57.7% of the country’s gross domestic
product (GDP).

In view of the above, the purpose of the article is two-
fold: (i) To identify similarities and differences in the
way the labor markets and businesses in the said sec-
tors adjusted or reacted. (ii) To ascertain how key la-
bor market and key business features may be linked,
at least under the special conditions of the recession
and the policy mix followed. Some of these issues
have been studied by Karamessini (2012), Agiomir-
gianakis et al. (2013), Moutos (2015), Voulgaris et
al. (2015), Papastathopoulos et al. (2019), Papatha-
nasiou et al. (2020), and others; while a number of

relations among the labor supply, the labor demand,
market structure, business size, and sectoral perfor-
mance have been studied by a rather small number
of analysts, such as Prskawetz et al. (2008) and Dust-
mann and Glitz (2015).

The article is organized as follows: Section 2 describes
the developments in the labor market of the business
economy, as well as the developments in the number,
the average size, and the performance of businesses
in terms of labor productivity and profitability in the
business economy collectively (i.e., the eleven sectors
for which data exist for the whole period). Section 3
describes the developments in each of the twelve sec-
toral labor markets. Section 4 describes the develop-
ments in the average size and number of businesses
in each of the twelve sectors. Section 5 describes the
developments in average labor productivity and the
profitability of businesses in each of the twelve sec-

2. Breaks in statistical time series occur when there is a change in the standards for defining and observing a variable over time. Ideally,
the use of a new method involves the recalculation by the data producer of past values with the new method. This, however, did not

happen here.
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tors. Section 6 looks into sectoral similarities in other
European Union (EU) member states; and Section 7
provides the conclusions.

2. Developments in the eleven sectors
collectively

If the employment and wage statistics in the eleven
sectors correctly capture what happened (Figure 2),
then the simultaneous: (a) Fall in the number of em-
ployees and rise in the average wage observed in
2008-09 suggests the dominance of a leftward labor
supply shift, possibly due to reduced participation in
the labor market or due to rightward labor demand
shifts in other sectors or due to other developments. (b)
Fall in both the number of employees and the average
wage observed in 2009-13 suggests the dominance of
a leftward labor demand shift, possibly due to reduced
demand for goods and services, and/or a binding re-

FIGURE 2

duction of a wage ceiling. Indeed, at the same time, eco-
nomic activity, as proxied by the GDP, fell by 24%, and
pay cuts were applied in state-controlled enterprises in
transportation, electricity etc. (c) Rise inthe number of
employees and fall in the average wage observed in
2013-14 suggests the dominance of a rightward labor
supply shift. On the other hand, the development may
be attributed to the aforesaid break in the time series.2
(d) Fall in the number of employees and rise in the av-
erage wage observed in 2014-15 suggests the domi-
nance of a new leftward labor supply shift. (e) Rise in
the number of employees and fall in the average wage
observed in 2015-17 suggests the dominance of a
rightward labor supply shift.

The evolution of the overall number of businesses and
of the overall number of people employed in the eleven
sectors (provided in Figure 3) shows that: (a) In 2008-
13 both fell, the former by 16% and the latter by 21%
(compared to the beginning of the period). This sug-

The evolution of the total number of employed people and of average wages (on the horizontal and
on the vertical axis, respectively) in the eleven sectors of activity in Greece, 2008-17 (2008 = 100)
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FIGURE 3

90 95 100 105

The evolution of the number of businesses and of the number of employed people (on the horizontal
and on the vertical axis, respectively) in the eleven sectors of activity in Greece, 2008-17 (2008 = 100)
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FIGURE 4

The evolution of profitability and of labor productivity (on the horizontal and on the vertical axis,
respectively) in the eleven sectors of activity in Greece, 2008-17 (2008 = 100)
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gests a reduction in market competition and employ-
ment. At the same time, it appears that, on average,
the size of businesses in terms of staff fell from 3.4 to
3.2 people.® (b) In 2013-14 both rose. This may sug-
gest increased market competition and employment,
but may also be attributed to the aforesaid break in the
time series.2 (c) In 2014-15 both fell. This suggests a
new reduction in market competition and employment.
It also appears that, on average, the size of businesses
in terms of staff fell to 2.8 people. (d) In 2015-16 both
rose (the number of businesses rose marginally). This
suggests increased market competition and employ-
ment. It also appears that, on average, the size of busi-
nesses in terms of staff rose to 3.1 people. (e) In 2016-
17 both rose further, which suggests increased market
competition and employment. It also appears that, on
average, the size of businesses in terms of staff rose to
3.4 people, as at the beginning of the period.

In addition, the labor productivity and profitability data
(Figure 4) suggest that both increased in 2008-09,
2014-15 and 2016-17, and both fell in 2009-13, 2015-
16 and, possibly, in 2013-14.#

85 90 95 100 105

3. Developments in the twelve labor markets

According to the labor market data for each of the
twelve sectors (Figures 5: 1-12): (a) In mining etc., a
rightward labor supply shift in 2008-9 was followed
by a leftward labor supply shift in 2009-11, a leftward
labor demand shift in 2011-12, a new rightward labor
supply shift in 2012-13, possibly a rightward labor de-
mand shift in 2013-14,* a leftward labor supply shift
in 2014-15, a leftward labor demand shift in 2015-16,
and a rightward labor demand shift in 2016-17.% (b) In
manufacturing, a leftward labor supply shift in 2008-10
was followed by a leftward labor demand shift in 2010-
13, possibly a rightward labor supply shift in 2013-14,*
a new leftward labor supply shift in 2014-15, a right-
ward labor supply shift in 2015-16, and a rightward
labor demand shift in 2016-17.% (c) In electricity etc.,
a leftward labor supply shift in 2008-09 was followed
by a leftward labor demand shift and/or a binding re-
duction of a wage ceiling in 2009-11, a new leftward la-
bor supply shift in 2011-13, possibly a rightward labor
supply shift in 2013-14,* a leftward labor supply shift
in 2014-15, a rightward labor supply shift in 2015-16,

3. Both numbers indicate that businesses were quite small by European Commission (2020) standards.

4. It may also be attributed to the break in the time series.

5. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the market probably ended up at a lower level of employment and a higher average wage compared

to the beginning of the period.

6. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the market probably ended up at a lower level of employment and a lower average wage compared to

the beginning of the period.
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FIGURES 5

The evolution of the number of employed people and of the average weekly wages in euro
(on the horizontal and the vertical axis, respectively): Greece, 2008-17
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FIGURES 5 (continued)

9. Information-communication
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and another leftward labor demand shift in 2016-17.7
(d) In water supply etc., a leftward labor supply shift in
2008-09 was followed by a rightward labor supply shift
in 2009-11, a leftward labor demand shift in 2011-12, a
rightward labor supply shift in 2012-13 and, possibly,
in 2013-14,* a new leftward labor demand shift in 2014-
15, a leftward labor supply shift in 2015-16, and anoth-
er leftward labor demand shift in 2016-17.7 (e) In con-
struction (the data are available from 2011 on), a left-
ward labor demand shift in 2011-13 and, possibly, in
2013-14,* was followed by a leftward labor supply shift
in 2014-15, a rightward labor demand shift in 2015-
16, and a new leftward labor supply shift in 2016-17.¢
() In trade etc., a leftward labor supply shift in 2008-
09 was followed by a leftward labor demand shift in
2009-10, a new leftward labor supply shift in 2010-11,
a leftward labor demand shift in 2011-13 and, possibly,
in 2013-14,* a leftward labor supply shift in 2014-15, a
rightward labor demand shift in 2015-16, and another

107,000 121,000 135,000 149,000

leftward labor demand shift in 2016-17.% (g) In trans-
portation etc., a leftward labor supply shift in 2008-09
was followed by a leftward labor demand shift and/
or a binding reduction of a wage ceiling in 2009-13,
possibly a rightward labor demand shift in 2013-14,* a
new leftward labor supply shift in 2014-15, a rightward
labor demand shift in 2015-16, and another leftward
labor supply shift in 2016-17.% (h) In accommodation
etc., a leftward labor supply shift in 2008-09 was fol-
lowed by a leftward labor demand shift in 2009-10, a
new leftward labor supply shift in 2010-11, a leftward
labor demand shift in 2011-12, a rightward labor sup-
ply shift in 2012-13 and, possibly, in 2013-14,* another
leftward labor supply shift in 2014-15, and a rightward
labor supply shift in 2015-17.7 (i) In information etc.,
a leftward labor supply shift in 2008-10 was followed
by a leftward labor demand shift in 2010-13, possibly
a rightward labor supply shift in 2013-14,* a new left-
ward labor supply shift in 2014-15, a rightward labor

7. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the market probably ended up at a higher level of employment and a lower average wage compared

to the beginning of the period.
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supply shift in 2015-16, and a rightward labor demand
shift in 2016-17.% (j) In real estate, a rightward labor
demand shift in 2008-10 was followed by a leftward
labor demand shift in 2010-11, a leftward labor supply
shift in 2011-13, possibly a rightward labor demand
shift in 2013-14,* a new leftward labor supply shift in
2014-15, a rightward labor supply shift in 2015-16, and
a leftward labor supply shift in 2016-17.2 (k) In profes-
sional activities etc., a rightward labor demand shift in
2008-09 was followed by a leftward labor demand shift
in 2009-13, possibly a rightward labor supply shift in
2013-14,* a leftward labor supply shift in 2014-15, a
new rightward labor demand shift in 2015-16, and a
leftward labor demand shift in 2016-17.8 (I) In admin-
istrative activities etc., a rightward labor supply shift in
2008-09 was followed by a leftward labor supply shift
in 2009-10, a leftward labor demand shift in 2010-13
and, possibly, in 2013-14,* a rightward labor demand
shift in 2014-15, a new rightward labor supply shift in
2015-16, and a rightward labor demand shift in 2016-
17.7

Overall: (a) 2008-09 saw rightward labor demand shifts
in real estate and professional activities etc., rightward
labor supply shifts in mining etc. and administrative
activities etc., and leftward labor supply shifts in the
other sectors, resulting in an overall fall in employ-
ment (see Figure 2). (b) 2009-10 saw the continuation
of a rightward labor demand shift in real estate and
of leftward labor supply shifts in manufacturing and
information etc., as well as a rightward labor supply
shift in water supply etc., leftward labor supply shifts
in mining etc. and administrative activities etc., and
leftward labor demand shifts or binding reductions of
wage ceilings in the other sectors, all resulting in an
overall fall in employment. (c) 2010-11 saw the contin-
uation of a rightward labor supply shift in water sup-
ply etc. and of a leftward labor supply shift in mining
etc., as well as leftward labor supply shifts in trade etc.
and accommodation, etc., and leftward labor demand
shifts in the other sectors, all resulting in an overall fall
in employment. (d) 2011-12 saw leftward labor supply
shifts in electricity etc. and real estate, and leftward la-
bor demand shifts in the other sectors. It was the only
year in which employment fell in all twelve sectors. (e)
2012-13 saw the continuation of leftward labor supply
shifts in electricity etc. and real estate, as well as right-
ward labor supply shifts in mining etc., water supply

etc., accommodation etc., and leftward labor demand
shifts in the other sectors, all resulting in an overall fall
in employment. (f) 2013-14 may have seen rightward
labor demand shifts in mining etc., transportation etc.,
and real estate, leftward labor demand shifts in con-
struction, trade etc., administrative activities etc., and
rightward labor supply shifts in the other sectors, all
resulting in an overall rise in employment.* (g) 2014-15
saw a rightward labor demand shift in administrative
activities etc., a leftward labor demand in water sup-
ply etc., and leftward labor supply shifts in the other
sectors, all resulting in an overall fall in employment.
(h) 2015-16 saw rightward labor demand shifts in con-
struction, transportation etc., trade etc. professional
activities etc., a leftward labor demand shift in mining
etc., a leftward labor supply shift in water supply etc.,
and rightward labor supply shifts in the other sectors,
all resulting in an overall rise in employment. (i) 2016-
17 saw the continuation of a rightward labor supply
shift in accommodation etc., as well as leftward labor
supply shifts in construction, transportation etc., and
real estate activities, rightward labor demand shifts in
mining etc., manufacturing, information etc., and ad-
ministrative activities etc., and leftward labor demand
shifts in the other sectors, all resulting in an overall fall
in employment.

In addition, the 2008-13 and 2014-17 statistics show
that: (i) The largest rises in employment occurred in
sectors with both high and medium-to-low employ-
ment at the beginning of the period under consider-
ation: primarily in accommodation etc., secondarily
in administrative activities etc. (ii) The largest falls in
employment occurred in the sectors with the highest
employment at the beginning of the period under con-
sideration: primarily in trade etc., secondarily in man-
ufacturing.

4. Developments in business numbers and size
in the twelve sectors

According to the sectoral business figures (Figures 6:
1-12), the number of businesses: (a) In mining etc. de-
creased in 2008-13 (down 28%, marginally in 2008-09),
possibly increased in 2013-14,* and decreased again
in 2014-17 (down 30%, marginally in 2015-16).° In con-
junction with the evolution of the number of people

8. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the market probably ended up at a higher level of employment and a higher average wage compared

to the beginning of the period.

9. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from the
result of the initial method), then the sector ended up with more businesses compared to the beginning of the period.
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FIGURES 6
The evolution of the number of businesses and of the number of employed people (on the horizontal
and the vertical axis, respectively): Greece, 2008-17
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FIGURES 6 (continued)
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employed, it turns out that, on average, the business
size in terms of staff increased from 11 to 16 people
in 2008-13, and from 8 to 9 people in 2014-17. (b)
In manufacturing decreased in 2008-13 (down 32%),
possibly increased in 2013-14,* decreased again in
2014-15, increased in 2015-16, and decreased once
again in 2016-17 (down 14% between 2014-17 ).° In
addition, it turns out that, on average, the business
size in terms of staff remained stable at 5 people in
2008-13, and increased from 5 to 6 people in 2014-17.
(c) In electricity etc. increased in 2008-10 (marginally
in 2008-09) in the context of the market’s opening up
to competition, remained stable in 2010-11, increased
again in 2011-13 and, possibly, in 2013-14* (up 540%
in 2008-13), decreased in 2014-16 and increased
once again in 2016-17 (down 21% in 2014-17).° In
addition, it turns out that, on average, the business
size in terms of staff decreased from 4.8 thousand to
640 people in 2008-13, and remained stable at 4 peo-
ple in 2014-17. (d) In water supply etc. increased in
2008-2009, decreased in 2009-10, increased again in
2010-11, decreased marginally in 2011-12, increased
in 2012-13 and, possibly, in 2013-14* (up 75% in 2008-
13), decreased in 2014-15, increased once again in
2015-16, and decreased in 2016-17 (down 17% in
2014-17).° In addition, it turns out that, on average, the
business size in terms of staff decreased from 82 to 62
in 2008-13, and remained stable at 8 people in 2014-
17. (e) In construction decreased in 2011-13 (down
9%), possibly increased in 2013-14,* decreased again
in 2014-15, increased in 2015-16, and decreased once
again in 2016-17 (down 34% in 2014-17)."° In addi-
tion, it turns out that, on average, the business size
in terms of staff remained stable at 2 people. (f) In
trade etc. decreased in 2008-13 (down 15%), possibly
increased in 2013-14,* decreased again in 2014-15,
increased in 2015-16, and decreased once again in
2016-17 (down 14% in 2014 -17)."° In addition, it turns
out that, on average, the business size in terms of staff
remained stable at 3 people. (g) In transportation etc.
decreased in 2008-13 (down 8%), possibly increased
in 2013-14,* and decreased again in 2014-17 (down
10%).'° In addition, it turns out that, on average, the
business size in terms of staff remained stable at 3
people. (h) In accommodation etc. decreased in
2008-13 (down 14%), possibly increased in 2013-14,*
decreased again in 2014-15, increased in 2015-16,
and decreased once again in 2014-17 (down 8% in
2014-17).° In addition, it turns out that, on average,

the business size in terms of staff remained stable at 3
people in 2008-13, and increased from 4 to 5 people
in 2014-17. (i) In information etc. decreased in 2008-
12, increased in 2012-13 and, possibly, in 2013-144
(down 8% in 2008-13), and decreased again in 2014-
17 (down 19%).° In addition, it turns out that, on av-
erage, the business size in terms of staff decreased
from 8 to 6 people in 2008-13, and increased from 4
to 5 people in 2014-17. (j) In real estate increased in
2008-09, decreased in 2009-13 (down 4% in 2008-13),
possibly increased in 2013-14,* increased marginally
in 2014-15, and decreased again in 2015-17 (down
12% in 2014-17).° In addition, it turns out that, on av-
erage, the business size in terms of staff decreased
from 2 people to 1 person in 2008-13, and ranged be-
tween 1 person and 2 people in 2014-16, ending up
at 2 people in 2017. (k) In professional activities etc.
increased in 2008-09, decreased in 2009-13 (down
14% in 2008-13), possibly increased in 2013-14,* and
decreased again in 2014-17 (down 16% 2014-17).° In
addition, it turns out that, on average, the business
size in terms of staff remained stable at 2 people. (1) In
administrative activities etc. increased in 2008-09, de-
creased in 2009-13 (down 15% in 2008-13), possibly
increased in 2013-14,* decreased again in 2014-15,
increased in 2015-16, and decreased once again in
2016-17 (down 10% in 2014-17).1° In addition, it turns
out that, on average, the business size in terms of staff
increased from 5 to 6 people in 2008-13, and from 5 to
7 people in 2014-17.

Overall, the number of businesses in: (a) 2008-09 went
up in five sectors (water supply, real estate, profes-
sional activities etc., administrative activities etc., mar-
ginally in electricity etc.), down in the other sectors
(marginally in mining etc.), and down overall. (b) 2009-
10 went slightly up in electricity etc., down in the other
sectors, and down overall. (c) 2010-11 went slightly up
in water supply etc., remained stable in electricity etc.,
went down in the other sectors, and down overall. (d)
2011-12 went up in electricity etc., down in the other
sectors (marginally in water supply etc.), and down
overall. (e) 2012-13 went up in three sectors (water
supply etc., electricity etc., information etc.), down in
the other sectors, and down overall. (f) 2013-14 may
have gone up in all sectors.*(g) 2014-15 went margin-
ally up in real estate, down in the other sectors, and
down overall. (h) 2015-16 went up in six sectors (man-
ufacturing, water supply etc., construction, trade etc.,

10. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the sector ended up with fewer businesses compared to the beginning of the period.
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TABLE 1 The cases in which the labor markets were dominated by rightward demand shifts:

Greece, 2008-13 and 2014-17

Number Average Labor productivity, Sectors Year
of businesses  business size profitability
1 0 0 J Construction 2015-16
2 T 0 J Trade etc. 2015-16
3 T 0 4 Professional activities etc. 2008-09
4 4 0 d Transportation etc. 2015-16
5 4 0 4 Information etc. 2016-17
6 d 0 J Real estate 2009-10
7 J 0 d Professional activities etc. 2015-16
8 J 0 J Administrative activities etc. ~ 2016-17
9 J 0 0 Mining-quarrying 2016-17
10 J 0 0 Manufacturing 2016-17
11 J 0 0 Administrative activities etc. ~ 2014-15
12 ) T T Real estate 2008-09

Source: See Figure 2.

accommodation etc., administrative activities etc.),
down in the other sectors (marginally in mining etc.),
and up overall. (i) 2016-17 went up in electricity etc.,
down in the other sectors, and down overall.

The average size of businesses in terms of staff, gen-
erally: (i) Decreased considerably in two sectors (elec-
tricity etc., water supply etc.), decreased slightly or
marginally in five sectors (manufacturing, trade etc.,
transportation etc., information etc., real estate), and
increased slightly or marginally in the other five sectors
during 2008-13. (ii) May have decreased considerably
in two of the sectors mentioned above (electricity etc.,
water supply etc.), decreased slightly or marginally in
seven sectors, and increased slightly or marginally in
the other three sectors (transportation etc., accom-
modation etc., real estate) in 2013-14.4 (iii) Decreased
marginally in professional activities etc., and increased
marginally in the other eleven sectors during 2014-17.

In addition, the 2008-13 and 2014-17 statistics show
that: (i) The smallest drops in the number of business-
es occurred in sectors with relatively few businesses
at the beginning of the period in question: primarily in
water supply etc., secondarily in mining etc. (ii) The
largest drops in the number of businesses occurred

96

in sectors with relatively many businesses at the be-
ginning of the period: primarily in trade etc., second-
arily in professional activities etc. (iii) The largest rises
in the average size of businesses occurred in sectors
that featured relatively large and medium-sized busi-
nesses in terms of staff at the beginning of the period:
primarily in mining etc., secondarily in administrative
activities etc. (iv) The largest falls in the average size
of business occurred in the sectors that featured the
largest businesses in terms of staff at the beginning
of the period: primarily in electricity etc., secondarily
in water supply etc. It also turns out that in all twelve
times that the labor market was dominated by a right-
ward demand shift, in the same year, the average
size of businesses in the sector grew in terms of staff.
(See Table 1.)

5. Developments in labor productivity and
profitability in the twelve sectors

The business performance data (Figures 7: 1-12) show
that labor productivity: (a) In mining etc. decreased in
2008-2009, increased in 2009-10, decreased again in
2010-12, increased in 2012-13 and, possibly, in 2013-
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FIGURES 7
The evolution of labor productivity and of the profitability measure
(on the horizontal and the vertical axis, respectively; both in %): Greece, 2008-17

1. Mining-quarrying

85

67,5

50

32,5

2017

2016

2011
2010

2015
2013 200?

2008

2014 72009 201
2012 2010

30

80 130

3. Electricity etc.

33

28

23

2010
2009

2011

2016
2014

2012 p5pq7

2008 2013 2015

65

88.5 112 135.5

5. Construction

27

24

21

2013
2012

2011 2015

2014 2017

2016

12

KEPE, GREEK ECONOMIC OUTLOOK 2021/45

2. Manufacturing

15
2009
2008 4/ 2010
12
2017 2011
2016
2015
9
2012
2013
2014
6 T T
28 33 38 43
4. Water supply etc.
4
o 2013
44 -
39 -
34 - 2012
298 5 2011
2008 2010
24 2016
2015 2009
2014 2017
19 T T T T
33 43 53 63 73 83
6. Trade-repair of motor vehicles
ES 2008
6.4 -
2010 2009
53 - 2013
2011
o4 q 2012
2015
31 -
2017
2014 2016
2 T T T T
125 15.6 18.7 21.8 24.9

97



FIGURES 7 (continued)
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14* (down 17% in 2008-13), and increased in 2014-
17 (up 167%)." (b) In manufacturing increased in
2008-09, decreased in 2009-13 (marginally in 2009-
10) and, possibly, in 2013-14* (down 10% in 2008-
13), increased again in 2014-15, decreased in 2015-
16, and increased once again in 2016-17 (up 20% in
2014-17)."2 (c) In electricity etc. increased in 2008-
09, decreased in 2009-11, increased again in 2011-
12, decreased in 2012-13 and, possibly, in 2013-144
(up 51% in 2008-13), increased once again in 2014-
16, and decreased in 2016-17 (up 33% in 2014-17)."
(d) In water supply etc. increased in 2008-2009, de-
creased in 2009-11, increased again in 2011-13 (up
27% in 2008-13), possibly decreased in 2013-14,%
increased once again in 2014-16, and decreased in
2016-17 (up 7% in 2014-17)."2 (e) In construction in-
creased in 2011-12, decreased in 2012-13 and, possi-
bly, in 2013-14* (up 24% in 2011-13), increased again
in 2014-15, decreased in 2015-16, and increased
once again in 2016-17 (up 36% in 2014-17)."" (f) In
trade etc. decreased in 2008-13 (marginally in 2008-
09) and, possibly, in 2013-14* (down 26% in 2008-13),
increased in 2014-15, decreased again in 2015-16,
and increased in 2016-17 (up 16% in 2014-17).'2 (g) In
transportation etc. increased in 2008-09, decreased
in 2009-10, increased again in 2010-11, decreased in
2011-13 (marginally in both years) and, possibly, in
2013-14* (down 2% in 2008-13), increased in 2014-
15, decreased in 2015-16, and increased once again
in 2016-17 (up 34% in 2014-17)." (h) In accommo-
dation etc. increased in 2008-09, decreased in 2009-
13 (marginally in 2009-10) and, possibly, in 2013-144
(down 24% in 2008-13), remained stable in 2014-15,
decreased again in 2015-16, and increased in 2016-
17 (down 20% in 2014-17).%2 (i) In information etc. in-
creased in 2008-09, decreased in 2009-13 and, pos-
sibly, in 2013-14* (down 27% in 2008-13), increased
again in 2014-15, and decreased in 2015-17 (down
2% in 2014-17)."2 (j) In real estate increased in 2008-
09, decreased in 2009-10, increased again in 2010-
11, decreased in 2011-12, increased in 2012-13 (up
109% is 2008-13), possibly decreased in 2013-14,%
decreased in 2014-16, and increased once again in
2016-17 (up marginally in 2014-17)." (k) In profes-
sional activities etc. decreased in 2008-10, increased

in 2010-12 (marginally in 2011-12), decreased again
in 2012-13 and, possibly, in 2013-14* (down 31% in
2008-13), increased in 2014-15, decreased once again
in 2015-16, and increased in 2016-17 (up 18% in 2014-
17).2 (I) In administrative activities etc. decreased in
2008-11 (marginally in 2009-10), increased marginally
in 2011-12, decreased again in 2012-13 (down 34%
in 2008-13), possibly remained stable in 2013-14,% in-
creased marginally in 2014-15, and decreased once
again in 2015-17 (down 21% in 2014-17).12

It turns out that labor productivity in: (a) 2008-09 went
down in four sectors (mining etc., professional activ-
ities etc., administrative activities etc., marginally in
trade etc.) and up in seven sectors. (b) 2009-10 went
down in ten sectors (marginally in manufacturing, ac-
commodation etc., administrative activities etc.) and up
in mining etc. (c) 2010-11 went down in eight sectors
and up in three sectors (transportation etc., real estate,
professional activities etc.). (d) 2011-12 went down in
seven sectors (marginally in transportation etc.) and up
in five sectors (electricity etc., water supply etc., con-
struction and, marginally, in professional etc., and ad-
ministrative activities etc.). (e) 2012-13 went down in
nine sectors (marginally in transportation etc.) and up
in three sectors (mining etc., water supply etc., real es-
tate). (f) 2013-14 may have gone down in ten sectors,
may have remained stable in administrative activities
etc., and may have gone up in mining etc.* (g) 2014-15
went down in real estate, remained stable in accom-
modation etc., and went up in ten sectors (marginally
in administrative activities etc.). (h) 2015-16 went down
in nine sectors and up in three sectors (mining etc.,
electricity etc., water supply etc.). (i) 2016-17 went
down in four sectors (electricity etc., water supply etc.,
information etc., administrative activities etc.) and up in
eight sectors.

The profitability measure: (a) In mining etc. decreased
in 2008-2010, increased in 2010-11, decreased again
in 2011-12, increased in 2012-13, possibly decreased
in 2013-14* (up 3% in 2008-13), and increased in
2014-17 (up 315%)."™ (b) In manufacturing increased
in 2008-09, decreased in 2009-13 (down 43% in 2008-
13), possibly decreased in 2013-14,* increased again
in 2014-15, remained stable in 2015-16, and increased

11. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the sector ended up at a higher level of productivity compared to the beginning of the period.

12. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the sector ended up at a lower level of productivity compared to the beginning of the period.

13. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the sector ended up at a higher level of the profitability measure employed compared to the beginning

of the period.
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marginally in 2016-17 (up 49% in 2014-17)." (c) In
electricity etc. increased in 2008-10 (marginally in 2009-
10), decreased in 2010-13 (up 9% in 2008-13), possibly
increased in 2013-14,* decreased again in 2014-15, in-
creased in 2015-16, and decreased once again in 2016-
17 (down 19% in 2014-17).% (d) In water supply etc.
decreased in 2008-2009, increased in 2009-13 (up 87%
in 2008-13), possibly decreased in 2013-14,* increased
again in 2014-16, and decreased in 2016-17 (up 4%
in 2014-17)." (e) In construction increased in 2011-13
(up 66%, marginally in 2012-13), possibly decreased
in 2013-14,* increased again in 2014-15, decreased
in 2015-16, and increased once again in 2016-17 (up
5% in 2014-17)." (f) In trade etc. decreased in 2008-12
(marginally in 2009-10), increased marginally in 2012-
13 (down 34% in 2008-13), possibly decreased in 2013-
14,% increased marginally again in 2014-15, decreased
in 2015-16, and increased once again in 2016-17 (up
15% in 2014-17)." (g) In transportation etc. decreased
in 2008-10 (marginally in 2008-09), increased in 2010-
13 (marginally in 2012-13), possibly decreased in 2013-
14% (up 22% in 2008-13), increased again in 2014-15,
decreased in 2015-16, and increased once again in
2016-17 (up 35% in 2014-17)."® (h) In accommoda-
tion etc. decreased in 2008-09, increased in 2009-10,
decreased again in 2010-12, increased in 2012-13
(down 14% in 2008-13), possibly decreased in 2013-
14,* decreased once again in 2014-16, and increased
in 2016-17 (down 53% in 2014-17)." (i) In information
etc. decreased in 2008-10, remained stable in 2010-
11, decreased again in 2011-13 and, possibly in 2013-
14* (down 36% in 2008-13), increased in 2014-15, and
decreased once again in 2015-17 (down 23% in 2014-
17)." (j) In real estate increased in 2008-09, decreased
in 2009-10, increased again in 2010-11, decreased in
2011-12, increased marginally in 2012-13 (up 52% in
2008-13), possibly decreased in 2013-14,* decreased in
2014-16, and increased once again in 2016-17 (down
13% in 2014-17).™ (k) In professional activities etc. de-
creased in 2008-10, increased in 2010-12, decreased
again in 2012-13 (down 7% in 2008-13), possibly in-
creased in 2013-14,* increased marginally in 2014-15,
decreased once again in 2015-16, and increased in
2016-17 (down 19% in 2014-17)". (l) In administrative
activities etc. decreased in 2008-09, increased in 2009-
10, decreased again in 2010-11, increased in 2011-12,
decreased in 2012-13, possibly increased in 2013-144
(down 43% in 2008-13), increased in 2014-15, and de-
creased once again in 2015-17 (down 53% in 2014-17).

It turns out that the measure of profitability in: (a) 2008-
09 went down in eight sectors and up in three sectors
(manufacturing, electricity etc., real estate). (b) 2009-10
went down in seven sectors (marginally in trade etc.)
and up in four sectors (water supply, accommoda-
tion etc., administrative activities etc., and, marginally,
in electricity etc.). (c) 2010-11 went down in six sec-
tors, up in four sectors (mining etc., water supply etc.,
transportation etc., real estate), and remained stable in
information etc. (d) 2011-12 went down in seven sec-
tors and up in five sectors (construction, water supply
etc., transportation etc., professional activities etc.,
administrative activities etc.). (e) 2012-13 went down
in five sectors and up in seven sectors (mining etc.,
water supply etc., accommodation etc. and, marginal-
ly, in construction, trade etc., transportation etc., real
estate). (f) 2013-14 may have gone down in nine sec-
tors and may have gone up in three sectors (electricity
etc., professional activities etc., administrative activities
etc.).* (g) 2014-15 went down in three sectors (electrici-
ty etc., accommodation etc., real estate) and up in nine
sectors (marginally in trade etc. and professional activi-
ties etc.). (h) 2015-16 went down in eight sectors, up in
three sectors (mining etc., electricity etc., water supply
etc.) and remained stable in manufacturing. (i) 2016-17
went down in four sectors (electricity etc., water supply
etc., information etc., administrative activities etc.) and
up in eight sectors (marginally in manufacturing).

Overall, the 2008-13 and 2014-17 statistics show that:
(i) The largest increases in labor productivity occurred
in sectors with the highest or very high productivity at
the beginning of the period under consideration: pri-
marily in mining etc., secondarily in electricity etc. (ii)
The largest decreases in labor productivity occurred
in sectors with very high or very low labor productivity
at the beginning of the period: primarily in information
etc., secondarily in administrative activities etc. (iii) The
largest increases in profitability occurred in sectors
with low profitability or no profitability at the beginning
of the period: primarily in electricity etc., secondarily in
construction. (iv) The largest decreases in profitability
occurred in sectors with very high or average profit-
ability at the beginning of the period: primarily in ac-
commodation etc., secondarily in manufacturing.

In addition, it turns out that in all cases, in which that
the labor market was dominated by a leftward demand
shift or a binding reduction of a wage ceiling, and (i)
sectoral profitability fell, then labor productivity also fell
(19 cases, see Table 2), (ii) sectoral labor productivity

14. If the new method of calculating the data after the break is consistent with the initial method (i.e., if the result does not differ much from
the result of the initial method), then the sector ended up at a lower level of the profitability measure employed compared to the beginning

of the period.
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TABLE 2 The cases in which the labor markets were dominated by leftward demand shifts

and/or binding reductions of wage ceilings: Greece, 2008-13 and 2014-17

Labor
productivity

1 J

2-4 4

11

12

©
AN
IS
e e T e S

13-15

16-17

18-19

20

21

22

23-24

25

26-27

28

29

30

31

e T e S S S SR SR SR SR T P

32-34

35 T

Source: See Figure 2.

Profitability

=

R R SR S TR

R T e S S S T R SR

Sectors

Mining-quarrying
Manufacturing
Electricity etc.
Water supply etc.
Construction
Trade etc.

Transportation etc.

Accommodation etc.

Information etc.

Professional activities etc.

Administrative activities etc.

Electricity etc.

Trade etc.
Accommodation etc.
Transportation etc.
Mining-quarrying
Water supply etc.
Construction

Trade etc.
Transportation etc.

Real estate

Professional activities etc.

Administrative activities etc.

* Pay cuts in the form of wage ceilings were applied in state-controlled enterprises in 2010.
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Years

2011-12

2010-11, 2011-12,
2012-13

2010-11, 2016-17
2016-17

2012-13

2009-10,* 2011-12
2009-10*

2011-12

2010-11,* 2011-12,
2012-13

2009-10,* 2012-13
2010-11,2012-13
2009-10*
2012-13
2009-10*
2011-12, 2012-13
2015-16
2011-12, 2014-15
2011-12

2016-17

2010-11

2010-11

2010-11, 2011-12,
2016-17

2011-12
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TABLE 3 The cases in which the labor markets were dominated by leftward supply shifts:
Greece, 2008-13 and 2014-17

Labor Profitability Sectors Years
productivity
1 { \ Mining-quarrying 2010-11
2 { \ Manufacturing 2009-10
3 i \ Electricity etc. 2012-13
45 \ + Trade etc. 2008-09, 2010-11
6 ! ¢ Accommodation etc. 2010-11
7 i + Information etc. 2009-10
8-9 { \ Real estate 2011-12, 2014-15
10 { = Administrative activities etc. 2009-10
11 0 2 Manufacturing 2008-09
12 0 b Electricity etc. 2011-12
13 0 \ Water supply etc. 2008-09
14 ) b Transportation etc. 2008-09
15 0 2 Accommodation etc. 2008-09
16 0 \ Information etc. 2008-09
17 T 2 Professional activities etc. 2014-15
18-19 T T Mining-quarrying 2009-10, 2014-15
20 ) T Manufacturing 2014-15
21-22 T T Electricity etc. 2008-09, 2014-15
23 T T Water supply etc. 2015-16
24-25 1 T Construction 2014-15, 2016-17
26 1 T Trade etc. 2014-15
27-28 T T Transportation etc. 2014-15, 2016-17
29 1 T Information etc. 2014-15
30-31 t 0 Real estate 2012-13, 2016-17
32 - ~L Accommodation etc. 2014-15

Source: See Figure 2.
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TABLE 4 The cases in which the number of businesses in a sector decreased: Greece,

2008-13 and 2014-17

Ave.rage
size
1-2 {
3-4 4
5 {
6 J
7-8 {
9-12 \
13-14 4
15 {
16 \:
17-19 s
20-22 {
23 2
24-26 \)
27 {
28 2
29-30 2
31-33 {
34 {
35-36 2
37 {
38 s
39 T
40 0
41 0
42 0

Labor market

labor demand |
labor demand
labor demand
labor demand {

labor demand {

labor demand or wage

ceilings ¥

labor demand or wage

ceilings ¥
labor demand |

labor demand {

labor demand or wage

ceilings ¥

labor demand
labor supply ¢
labor supply {
labor supply
labor supply ¢
labor supply

labor supply

labor supply {
labor supply
labor supply
labor supply
labor demand T
labor demand 1
labor demand T

labor demand T
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Sectors

Mining-quarrying
Manufacturing
Water supply
Construction

Trade etc.

Transportation etc.

Accommodation etc.

Information etc.

Real estate

Professional activities etc.

Administrative activities etc.

Mining-quarrying
Manufacturing
Electricity etc.
Construction

Trade etc.

Transportation etc.

Accommodation etc.
Information etc.

Real estate

Professional activities etc.
Mining-quarrying
Manufacturing
Transportation etc.

Information etc.

Years

2011-12,2015-16
2010-11, 2014-15
2011-12
2011-12

2011-13

2009-13*

2009-10,* 2011-12

2010-12

2010-11

2009-11,* 2016-17

2011-13
2014-15
2008-10, 2014-15
2014-15
2014-15
2008-09, 2014-15

2008-09, 2014-15,
2016-17

2010-11
2008-10
2011-12
2014-15
2016-17
2016-17
2015-16

2016-17
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TABLE 4 (continued)

Average

size
43 0
44
45-46
47-48
49

50

e s T T

51-52

53-54

55

56-57

58

59

60-61

62

63

64-65

66

67

68-69

70

71-72

R e e e e e I

73

Source: See Figure 2.

Labor market

labor demand 1
labor demand T
labor demand T
labor demand {
labor demand

labor demand {

labor demand or wage

ceilings ¥

labor demand
labor demand
labor supply T
labor supply T
labor supply T
labor supply T
labor supply T
labor supply T
labor supply
labor supply
labor supply
labor supply
labor supply
labor supply

labor supply ¢

Sectors

Real estate

Professional activities etc.

Administrative activities etc.

Manufacturing
Water supply etc.

Construction
Trade etc.

Professional activities etc.

Administrative activities etc.

Mining-quarrying
Electricity etc.

Water supply etc.
Accommodation etc.
Information etc.

Real estate
Mining-quarrying
Construction

Trade etc.
Accommodation etc.
Information etc.

Real estate

Administrative activities etc.

* Pay cuts in the form of wage ceilings were applied in state-controlled enterprises in 2010.
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Years

2009-10
2015-16
2014-15, 2016-17
2011-13
2016-17

2012-13

2009-10,* 2016-17

2011-13
2010-11
2008-09, 2012-13
2015-16
2009-10
2012-13, 2016-17
2015-16
2015-16
2009-11
2016-17
2010-11
2008-09, 2014-15
2014-15
2012-13, 2016-17

2009-10



TABLE 5 The cases in which the sectoral average business size in terms of personnel

decreased: Greece, 2008-13 and 2014-17

8-10

11

12

13-14

15-16

17

18

19

20

21-22

23-24

25

26

27

28-29

30

31

32-34

35

36

Profitability

{

DR =R SRS

<«

R T e R R SR = =R =

R T Y

Labor market

labor demand
labor demand
labor demand

labor demand {

labor demand or wage

ceilings ¥
labor demand {

labor demand {

labor demand or wage

ceilings
labor demand
labor supply
labor supply ¢
labor supply
labor supply
labor supply
labor supply +
labor supply
labor supply
labor supply +

labor demand {

labor demand or wage

ceilings ¥

labor demand
labor demand
labor demand {

labor demand ¢

labor demand or wage

ceilings

labor demand {
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Sectors
Mining-quarrying
Manufacturing
Electricity etc.

Trade etc.

Transportation etc.

Accommodation etc.

Information etc.

Professional activities etc.

Administrative activities etc.

Manufacturing

Electricity etc.

Water supply etc.

Trade etc.

Transportation etc.
Accommodation etc.
Information etc.

Real estate

Professional activities etc.
Mining-quarrying

Electricity etc.

Water supply etc.
Construction
Trade etc.
Transportation etc.

Accommodation etc.

Real estate

Years

2011-12

2010-11

2010-11, 2016-17

2011-12

2009-10*

2011-12

2010-13

2009-10*

2012-13
2008-10
2011-13
2008-09
2008-09
2008-09
2010-11
2008-10
2011-12, 2014-15
2014-15
2015-16

2009-10*

2011-12, 2014-15
2011-12
2012-13
2010-13

2009-10*

2010-11
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TABLE 5 (continued)

Profitability =~ Labor market
37-38 0 labor demand
39 1 labor demand
40-41 0 labor supply T
42 0 labor supply ¥
43 T labor supply +
44-45 0 labor supply
46 0 labor supply 4
47 T labor supply +
48 0 labor supply
49-50 0 labor supply ¥

Sectors

Professional activities etc.

Administrative activities etc.

Water supply etc.
Mining-quarrying
Manufacturing
Electricity etc.
Water supply etc..
Construction
Trade etc.

Transportation etc.

Years

2010-11, 2016-17
2011-12

2010-11, 2012-13
2014-15

2014-15
2008-09, 2014-15
2015-16

2014-15

2014-15

2014-15, 2016-17

Source: See Figure 2.

* Pay cuts in the form of wage ceilings were applied in state-controlled enterprises in 2010.

rose, then profitability also rose (11 cases). In all 14
cases that the labor market was dominated by a left-
ward supply shift and sectoral profitability rose, labor
productivity also rose (see Table 3). In all 38 cases
that both the number of businesses and the average
size of businesses in a sector fell, the labor market was
dominated by a leftward demand shift or a binding re-
duction of a wage ceiling, and, consequently, by a re-
duction in employment (see Table 4). In all 25 cases
that both the average size of businesses and sectoral
profitability fell, the labor market was dominated by a
leftward demand shift or a binding reduction of a wage
ceiling, and, consequently, by a reduction in employ-
ment (see Table 5).

6. Similarities with developments elsewhere
in the European Union

It may not be appropriate to attribute the above de-
velopments exclusively to the recession or to domes-
tic factors, especially if similarities appear in other EU

countries. That is, economies whose sectors operate
under an increasingly converging legal, market com-
petition, financial, export, and macroeconomic frame-
work. The most conspicuous similarities involve the
ups and downs in the numbers of businesses and staff
numbers (a) in manufacturing in Greece, Spain, Italy,
and Croatia, and (b) in trade etc. in Greece and Croa-
tia (Figures 8: 1-2),

The said similarities go beyond the duration of the
downturns in these countries. In Greece, the GDP
contracted for eight successive years, in Spain for four
years, in ltaly for three years, in Croatia for five years;
in both Greece and Croatia employment contracted
for five matching years, in Spain it contracted for six
years, and in ltaly for four years. However, the evolu-
tion of staff numbers over time in Italian manufactur-
ing differs from the evolution of employment in Italy,
and is more similar to the evolution of staff numbers
in Greek manufacturing. The evolution of the number
of businesses in ltalian manufacturing differs from the
evolution of the Italian GDP, and is more similar to the

15. The latter sector was the largest in terms of personnel and business numbers at the beginning of the period in Greece, and the former
sector was the second largest in terms of personnel at the beginning of the period.
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FIGURES 8

Similar patterns in the development of the number of businesses and of the number of employed
people (on the horizontal and on the vertical axis, respectively): 2008-17
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FIGURES 9
Comparison of select labor productivity and profitability patterns (on the horizontal and on the vertical
axis, respectively): 2008-17
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evolution of the number of businesses in Greek man-
ufacturing. The evolution of the number of businesses
in Croatian trade etc. differs from the evolution of the
Croatian GDP, and is more similar to the evolution of
the number of businesses in Greek trade etc. The evo-
lution of staff numbers in Greek trade etc. differs from
the evolution of employment in Greece and is more
similar to the evolution of the corresponding number
in Croatian trade etc.

At the same time, the profitability measure in Greek
manufacturing remained higher than in ltalian and
Spanish manufacturing, but fell below the profitability
measure in Croatian manufacturing. Labor productivi-
ty in Greek manufacturing also fell, but remained high-
er than labor productivity in Croatian manufacturing.®
Both profitability and labor productivity measures in
Greek trade etc. fell compared to Croatia, and in Cro-
atia they recovered after 2012. (See Figures 9.)

7. Conclusions

On the basis of the official 2008-13 and 2014-17 sta-
tistics, we deduce that the twelve sectors of Greece’s
business economy, along with their respective labor
markets, moved at different paces and/or in different
ways during the period in question. For instance,
while employment generally decreased in trade etc.
and in manufacturing, and in all twelve sectors dur-
ing 2011-12, by the end of the period, employment
had increased in accommodation etc. and in admin-
istrative activities etc. While many businesses exited
trade and professional activities etc. (which, in turn,
may have adversely affected competition in the re-
spective markets), and during 2014-15 numbers fell
in all sectors except one, rather few business exit-
ed the water supply etc. sector or mining-quarrying.
While the average size of businesses in terms of
personnel increased in mining-quarrying and in ad-
ministrative activities etc., it decreased in electricity
etc. and in water supply etc. While labor productivity
increased in mining etc. and in electricity etc., it fell
in information etc. and in administrative activities etc.
While the profitability measure increased in electricity
etc. and in construction, it decreased in accommoda-
tion etc. and in manufacturing.

In addition, we find that: (a) whenever the labor mar-
ket was dominated by a leftward demand shift or a
binding reduction of a wage ceiling, and profitability
fell, labor productivity also fell. (b) Whenever both the

number and the average size of businesses in a sec-
tor fell, the respective labor market was or had been
dominated by a leftward demand shift or a binding re-
duction of a binding wage ceiling, and, consequently,
by a reduction in employment. (c) Whenever both the
average size of businesses and sectoral profitability
fell, the labor market was or had been dominated by
a leftward demand shift or a binding reduction of a
wage ceiling, and, hence, by a reduction in employ-
ment. (d) The developments in the number of busi-
nesses and employees in manufacturing and trade
etc. resemble (are similar to the) patterns in other EU
Member States.

When more data become available about the sectoral
responses and reactions to the pandemic, to the steps
taken by the authorities, and to the Recovery and Re-
silience or other expansionary interventions, we will re-
visit the issue and report our findings on the operation
of the business economy in general.
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