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Executive Summary

The Greek economy prepares
for the post-pandemic era

A number of data and indicators suggest that 2022
will be a year of a significant return to normalcy for the
economy.

In particular:

1.

According to KEPE’s econometric model (see
section 1.3), the growth rate of the Greek econo-
my is estimated at 8.6% for 2021 and is projected
to continue in 2022 at a rate of 5.2% for the first
half of the year. These forecasts are very close
to the European Commission’s recent forecasts:
8.5% for 2021 and 4.9% for the full year." In other
words, we are seeing the second highest growth
rate in the euro area in 2021, and in the first quar-
ter of the year, we will have managed to offset the
losses of the pandemic in production and pick up
where we left off at the beginning of 2019.

In addition, the same report of the European Cen-
tral Bank shows that in the last four years, Greece
has seen the largest —-among all Eurozone coun-
tries— reduction in unemployment, so that it is
no longer the country with the highest European
unemployment rate. In particular, unemployment
in our country showed the largest decrease as it
fell from 17.3% in 2019 to 12.7% in December,
and the number of unemployed people is at its
lowest rate since 2010 (see also 3.1).

Eurostat and ELSTAT data show that the growth
rate of investment in the 9 months of January —
September 2021, compared to the same period of
the previous year, was the second highest (after
Italy) in the Eurozone, 16.3%, almost four times
the average of the group of countries (4.3%).
In fact, Greece increased its investments in the
first 9 months of 2021 by 15.6% and compared
to the same period in 2019; in contrast, the Euro-
zone saw a decrease of 2.3%. The continued rise

2. According to the latest European Central Bank re- in investment is now being felt by the new deals
port,2 real disposable household income grew signed by business firms such as Cisco, Pfizer,
by 4.7% annually in the third quarter of 2021, the JPMorgan, etc. The evidence is encouraging,
second highest in the euro area and six times as investment can support healthy growth in the
above the European average. These figures are long term, shifting the burden from consumption,
in line with those recently published by both which currently dominates, to GDP. We expect
ELSTAT® and the OECD.* Indeed, according to new investments to further strengthen their mo-
the OECD, the real income per capita of Greek mentum over the next three years, supported to
households showed the second highest annual a large extent by the financing that Greece is ex-
increase among its member states. pected to receive from the European Recovery

3. According to IOBE data, the economic sentiment and Resilience Fund and the structural reforms

index stood at 114.2 points in January, compared
to 110.3 points in the previous month and 90.6
points a year ago. Also, the business expecta-
tions index in January 2022 in the manufactur-
ing sector strengthened to 116.8 points, up from
109.1 in December 2021. To understand the pro-
gress, it is enough to mention that a year ago, the
similar index stood at 94.9 points.®

under the National Recovery Plan, which aim to
consolidate a business and investment-friendly
environment.

In December, private sector deposits in banks
rose by 4.3 billion euros, reaching a total of 180
billion euros, a level not recorded since Septem-
ber 2011.6 The cumulative increase in deposits
over the last two years, and specifically since

1. See <https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-forecasts_en>.
. <https://sdw.ecb.europa.eu/reports.do?node=1000004869>

. <https://www.statistics.gr/statistics/eco>

. <https://data.oecd.org/hha/household-disposable-income.htm>

. <http://iobe.gr/ec_situation.asp?PD=2021>

o o A~ W DN

. <https://www.bankofgreece.gr/>
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March 2020, has reached 35 billion euros, a re-
cord level that was achieved in conditions of the
pandemic, with repeated lockdowns in the econ-
omy for several months.

7. After a year of negative returns following the out-
break of the COVID-19 pandemic in early 2020,
the Greek stock market returned to positive re-
turns in 2021, despite the ongoing health crisis
and associated uncertainty (see also 1.5). During
2021, the Greek economy showed significant
signs of recovery with a positive outlook, as re-
flected in key macroeconomic fundamentals. In
this context, a series of upgrades of Greece’s
credit rating by international rating agencies took
place, with the target of returning to investment
grade approaching. Recently, the international
rating agency Fitch upgraded Greece’s outlook
to positive, noting, inter alia, the significant pro-
gress made by Greek banks in improving their
asset quality, significantly reducing the level of
non-performing loans and enhancing their ability
to provide credit to the real economy.

8. The banking system is expected to normalise
and actively participate in the functioning of the
economy. This is, of course, greatly helped by the
fact that the volume of problem loans has fall-
en significantly over the past two years, at the
fastest pace ever seen in the euro area. The ratio
of non-performing loans fell to 15% at the end of
September 2021 from 41% at the end of 2019 and
is set to fall further to below 10% in 2022. It will con-
tinue to decline in 2023-2024 towards levels closer
to the European average (2%-3%). Based on these
developments, some normalisation of profitability
is expected in 2022, especially for banks that have
gone further in cleaning up their asset quality. The
improvement will also come from lower recurring
credit losses, healthy growth in fee income and
reduced operating costs from ongoing restructur-
ing programmes.

9. The outlook for Greek tourism in 2022 appears to
be very positive. According to a report by Accor,
“Northern Europe Travel Trends Report”, Greece
is in third place in the preferences of Northern
European travellers.” More specifically, Greece
scored 28% in the top 10 European countries and
18% in the world’s top 10 destinations, “winning”
the third place after Italy and Spain.

10. Finally, Athens has managed in recent years to
make significant progress as an international hub
for remote work, outperforming major compet-
itors. Based on NomadList.com data, with an in-
crease of around 194% over the last five years,
Athens ranks 4th alongside Lisbon, ahead of cit-
ies such as Rome and Vienna.®

These positive developments and prospects do not
imply that the return to normality will be easy. On the
contrary. There are many challenges and problems,
but they are not in themselves capable of changing
the dynamic path of the economy’s return to normality.

Challenges and problems
1. Inflation

The latest ELSTAT data suggested an inflation rate
of 6.2%, compared to 5.1% in December 2021 (see
also section 1.2).9 Although this level of inflation is
a 25-year record, it is not surprising news. It was to
be expected, after the increase in energy prices that
we have seen in the previous period. More expensive
energy has increased production costs and transport
costs, and these in turn have increased the prices
of goods. Despite the “perfect currency storm” in
January, we believe that much of the inflation is
temporary, i.e., due to the supply and demand im-
balances created by the pandemic crisis and the
disruption of global supply chains. As markets are
restored and supply chains are reopened, this cyclical
inflation will tend to gradually disappear. A decelera-
tion of inflation is therefore expected from the end
of the current quarter onwards, which will be com-
pleted by the summer months. There is, however, a
second element of inflation that is of concern because
it is structural and based on the strategic choices of
the European Union (EU). This is the EU’s strategic
option of a ‘just(?) transition’, i.e., the creation of a
‘clean’ European renewable energy area by 2050,
with a mid-point in 2030. Nobody is against a clean
environment and renewable energy. On the contrary.
But will this transition be smooth, without putting pres-
sure on prices? Is it a mistake to choose natural gas
as the only transitional energy source? Is a “just tran-
sition” premature? Have sufficient quantities of natural
gas been secured to meet the increased demand in
the transition period? Is the appropriate storage infra-

7. <https://press.accor.com/continental-europe/accornortherneuropetraveltrendsreport/?lang=en>

8. <https://nomadlist.com/>

9. <https://www.statistics.gr/>
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structure in place? The answers to these questions
will also determine the future energy price pressure
on the overall price level. Here too, the deceleration is
expected to be slower.

In the face of such a development, views have been
expressed in the public debate on the need for fur-
ther horizontal measures (i.e., beyond the ones al-
ready announced, like the reduction of social security
contributions, the private sector solidarity contribution,
the energy bill subsidy and the increase of minimum
wages) such as reducing the excise duty on petrol and
VAT rates in general. Despite the fact that Greece is in
the top 5 European countries with the highest VAT
rates (and this in itself is a problem), we believe that
a potential VAT reduction in the current period would
jeopardize the fiscal balance as Greece has commit-
ted through the budget to reduce the 2022 fiscal deficit
from 9.6% of GDP, corresponding to €17.073 billion to
€7.416 billion (4% of GDP) at the end of the year. The
primary deficit should be reduced from 7% of GDP, or
€12.345 billion, to 1.4% of GDP, or €2.68 billion. These
reductions are a prerequisite for the country to join
the investment grade in 2023, a tier that will boost the
country’s credibility and unlock portfolios of trillions of
funds that currently cannot invest in Greece because
they are not allowed to. This does not mean that in
the course of time and once the investment grade
has been secured, the state should not review the
current VAT regime. A recent report by KEPE urges a
redesign of VAT rates on goods and services so that
the cost of the basket of goods and services for lower
income households is shared more proportionally.'!
Examining the consumption profile of the three low-
est deciles requires a specific approach, which needs
to be regularly reassessed to ensure that income and
tax policy initiatives do not exacerbate inequality and
poverty. In the short term, however, we believe that
the government should continue to protect vulnera-
ble households with targeted actions to prevent the
creation of new energy-poor households. At the same
time, it should speed up the procedures for creating
gas storage facilities. ™

2. The Stability Pact negotiations and the
achievement of fiscal balance

The Stability and Growth Pact is the set of rules gov-
erning the European Union’s fiscal governance frame-
work. The European Commission had announced, on
the basis of the February 2020 economic governance
review, the launch of a public debate on strengthen-
ing the effectiveness of the economic and budgetary
surveillance framework. This public debate did not
proceed due to the onset of the COVID-19 pandemic,
which led to the temporary suspension of fiscal rules
by triggering the general escape clause of the SGP,
which is not expected to be deactivated before the
end of 2022. Today, the content of the public debate
has changed radically due to the pandemic, which,
by radically altering the current economic environ-
ment and exacerbating divergence and heterogeneity
across countries, has now added a new perspective
to the whole review exercise. The current system is
characterised by complexity and the proliferation of
rules, limited transparency, a lack of coherence and
consistency between rules and objectives, over-
reliance on unobservable indicators subject to fre-
quent revisions, the reinforcement of pro-cyclical
policies and strategies based on nominal figures,
a lack of balance between fiscal sustainability and
economic stabilisation in favour of the former, lim-
ited emphasis on the quality of public finances and
insufficient protection of public investment.

On the basis of the above and given the relaunch of
the public consultation on economic governance in
the EU, we believe that any revision of the fiscal rules
must not perpetuate the weaknesses of the past.'® In
particular, the EU fiscal framework should not incor-
porate inconsistent elements nor rely heavily on un-
observable variables. What is crucial is that it should
be based on more transparent tools that are easier
to implement and more controlled by the government
concerned, in order to facilitate their communication to
the general public. The current fiscal framework attach-
es primary importance to the 3% rule for the budget
deficit and the 60% rule for public debt. These two

10. Based on January 2022 data, only Hungary, Croatia, Denmark and Sweden have a higher VAT than Greece, and all of them are outside
the Eurozone. In essence, in the euro area, Greece and Finland are in the top positions with a rate of 24%. See European Commission,
“Taxes in Europe Database v3,” and Richard Asquith, “2021 global VAT & GST rate changes,” Avalara, Jan. 1, 2022.

11. See KEPE Report No. 82, The impact of the social protection system on inequality and poverty in Greece and the EU.

12. For the time being, the only LNG storage facility is the Revithoussa terminal. It has a storage capacity of 225,000 m®. We could have a
second station if we had converted the depleted field in South Kavala into an underground natural gas storage facility in time. However, a

decade has been lost since its construction was announced.

13. See KEPE Current Affairs Analysis 4/2021, at <https://www.kepe.gr/index.php/el/ta-nea.html>.
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rules need to be reviewed as the economic envi-
ronment has changed radically since their original
conception and introduction several decades ago.
For example, changing financial conditions have put
the debt sustainability debate in a completely different
light. Maintaining a single debt benchmark for all
Member States, which are, however, characterised
by considerable heterogeneity, no longer seems
to be justified and feasible in the current context,
especially in the post-COVID era. The revised SGP
framework should also encourage counter-cyclical-
ity, in the logic that dictates the creation of fiscal re-
serves in good times, in order to enable the economy
to be supported in times of recession. In this way,
it facilitates the balancing of the objectives of fiscal
sustainability and economic stabilisation. It is worth
noting that the importance of counter-cyclical policy
was clearly highlighted during the pandemic period.
Moreover, the introduction of elements of flexibility in
the fiscal framework in recent years to increase the fis-
cal space for stabilisation is appropriate and justified.
In this respect, it is sufficient to mention the recent
recourse to the existing flexibility provisions (activa-
tion of the general escape clause) as the only feasible
solution to the outbreak of the pandemic. Flexibili-
ty must therefore remain a key component of the
financial framework, while improving the ways in
which it is implemented is necessary in order to
enhance transparency.

Regarding the imposition of financial sanctions in cas-
es of non-compliance, we do not believe that a ‘pen-
alty system’ can increase compliance with fiscal rules.
On the contrary, a well-designed reward system can
provide positive incentives for increased compliance

in Member States and overall be more credible, while
enhancing the ownership of the governance frame-
work by governments and the general public. In this
light, we fully agree with the argument that it is time
to put more emphasis on the ‘carrot’ rather than the
‘stick’ practice, as the latter does not seem to have
worked. Moreover, we think it is clear that economic
sanctions will be even more difficult to justify, let alone
impose, in the post-COVID period.

3. Effective absorption of Recovery Fund
resources and continued reforms

The effective absorption of the Recovery Fund and the
NSRF will help to fill the huge investment gap of the
last decades in the country. It is a necessary, but not a
sufficient condition. It is reforms that are the sufficient
condition for the current recovery to acquire the char-
acteristics of sustainable growth. Greece has made
significant progress in recent years in implementing
structural reforms that can enhance the medium-term
growth prospects of the economy. However, there are
still some important obstacles to achieving stable
and strong growth. Intensifying reforms, particularly
in the education, justice and public administration
sectors, will enhance capital productivity by making in-
vestment more efficient. A universal implementation of
evaluation in the public sector, a fundamental change
in the evaluation system for judges and a significant
reduction in the paper and/or digital bureaucracy of
the public administration are necessary.

Professor PANAGIOTIS LIARGOVAS
Chairman of the Board and Scientific Director of KEPE
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1. Recent (macro-)economic developments

KEPE, Greek Economic Outlook, issue 47, 2022, pp. 7-15

1.1. The evolution of the demand
components before the “Omicron”
appearance

1.1.1. Introduction — domestic and external
demand

Yannis Panagopoulos

In this section, using the existing recorded macroeco-
nomic data, we proceed to the analysis of the current
developments of the Greek economy during the pan-
demic. Based on the results of Table 1.1.1, we observe
the continuation of the positive “climate” of the econ-
omy, from the 2™ to the 3 quarter of 2021, in a peri-
od which is considered as a period of the pandemic’s
decline. In the 3 quarter of 2021, the growth of the
economy continued, but at a slightly lower rate than
that of the 2" quarter of the same year. In detail, from
16.6% in the 2" quarter of 2021, the economy growth
of the 3" quarter declined to 13.4%. Additionally, on
a nine-month basis, we also observe the serious re-
versal of the growth rate of the economy. So, from a
recession of 9.24% in the first nine months of 2020,
we moved to a growth of 9.38% in the corresponding
period of 2021.

Regarding the macroeconomic factors that contrib-
uted to the continuation of the high GDP growth in
the 3 quarter of 2021 (13.44%), on an annual basis
(y-0-y), we should underline the positive rates for all
of them. More specifically, the largest positive rate
was recorded by exports of goods & services (48.6%)
followed, in order of magnitude, by fixed capital for-
mation (18.10%), private consumption (8.6%) and
public consumption (5.7%). On the other hand, the
imports of goods and services continued to move
with a high positive rate during the same period
(21.7%), but this has a negative contribution effect on
economic growth.

The same positive picture with respect to the nine-
month period, but with relatively lower rates due to the
negative contribution of the 1t quarter of 2021, appears

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

in Table 1.1.1. More analytically, in decreasing order of
magnitude, exports of goods & services (24.7%), fixed
capital formation (16.3%), private consumption (5.7%)
and public consumption (5.4%) are the most important
factors on the nine-month basis for 2021.

Domestic demand is also reported with a positive
sign for the 3 quarter of 2021, although smaller that
of the 2 quarter (Figure 1.1.1). Based on the exist-
ing components, from the recorded GDP growth (us-
ing seasonally adjusted data), we observe that private
consumption was the most positive factor, with a rate
significantly higher than that of fixed capital formation
and of public consumption, in the 3 quarter of 2021
(6.02 versus 2.20 and 1.26, respectively).

Concerning now the relative contribution between
external and domestic demand (international vs. do-
mestic demand, respectively), during the 3 quarter of
2021, a comparatively more important positive role of
the latter in the change of GDP (8.42) emerges. Addi-
tionally, the balance of goods and services also had a
positive effect as a contribution to GDP, but the change
in inventories had a slightly negative effect (5.16 and
-1.28, respectively) (see Figure 1.1.2).

Regarding the trend of the Economic Sentiment In-
dex (ESI), as a “proxy” of future demand, it is known
that, like some other leading indices, it offers valuable
information from both business and household per-
spectives concerning the economy. It is also an im-
portant indicator for the economy and can be used for
the predictions relating to the future of GDP growth.
As demonstrated by Figure 1.1.3, the trend of the ESI
index until August 2021 was upward, reaching 113
points (from 90.7 points at the beginning of the year).
Then and up to the end of 2021, there was volatility
in a zone between 110 and 113 points for the index.
This volatility can be attributed to two main factors:
The continuation of the Covid-19 pandemic with the
appearance of “Omicron” and the existence of glob-
ally strong inflationary pressures triggered by energy
prices.

Below is a more detailed discussion on the contribu-
tion of the country’s balance of goods and services to
GDP, for the 3 quarter of 2021.
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FIGURE 1.1.1
Components of domestic demand*
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* Data processing by the author.

FIGURE 1.1.2
Domestic and net external demand
(components)*
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Note: The contribution of the change in inventories for
2020Q3 has been approximately calculated by the author
and is not from the official data of ELSTAT.
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FIGURE 1.1.3
Economic Sentiment Index (ESI)
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Balance of goods and services

The contribution of the external sector (exports minus
imports) to GDP growth for the 3 quarter of 2021, as
already mentioned above, is generally considered as
quite positive (5.16 points) and broadly reflects the im-
provement of the economic situation after Q1 2021.

Starting from total exports, it should be noted that
they increased in the 3 quarter of 2021 with a rate
of 48.6%. More specifically, services, which constitute
the relatively smallest part of exports in billions of euros,
showed an excessive increase of 84.5%, while goods,
which were the largest part of exports, showed a small-
er increase of 9.19% over the same period. As far
as imports of goods and services are concerned, in
contrast to the structure of exports, they are more
balanced, as a distribution, and have increased by
21.7%. More specifically, imported services showed
a large increase of 58.1%, while imported goods was
clearly less increased than the imported services, at
10.07%.

Additionally, as shown by the corresponding his-
tograms of Figure 1.1.4, after the 1%t quarter of 2021,
there is a reversal of the picture of the two compo-
nents with the positive (as usual) contribution of the
export component and the corresponding negative
contribution of the import component to GDP, for both
quarters that followed (2021Q2 & Q8). As a result of
the return of this “normality” for exports and imports,
referring to their role in GDP, we also observed the



FIGURE 1.1.4
Components of external demand*
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progressive improvement of net exports, with a small
negative contribution to the GDP growth in 2021Q2
(-0.91), accompanied by a strong positive contribu-
tion in 2021Q3 (5.16).

Next, a detailed presentation on private consumption
and investment is presented.

1.1.2. Private consumption and investment

Konstantinos Loizos

1.1.2.1. Private consumption

Rising trend in private consumption during the first
three quarters of 2021

According to the quarterly seasonally adjusted Na-
tional Accounts, the private consumption of house-
holds and NPISH? increased to 30,891 million euros
in current prices during the third quarter of 2021,
from 30,524 million euros in the second quarter and
29,878 million euros in the first quarter of the same
year. Moreover, in terms of chain-linked volumes (ref-

erence year 2015), private consumption increased
to 31,207 million euros in the third quarter of 2021
with respect to 30,877 million euros in the second
quarter of the same year and 30,328 million euros
in the first quarter of 2021. Additionally, percent-
age changes?® with respect to the previous quarter,
based on seasonally adjusted chain-linked volumes,
remained positive in the first three quarters of 2021,
despite a falling trend since; from 2.4% in the first
quarter of 2021, it decreased to 1.8% in the second
quarter and to 1.1% in the third quarter of the same
year. However, the evolution of percentage chang-
es with respect to the corresponding quarter of the
previous year showed a rising trend; namely, from
-4.5% in the first quarter of 2021, it increased to
13.1% in the second quarter and maintained its high
and positive value in the third quarter of 2021 at the
level of 8.6%. The end of the second lockdown dur-
ing the spring of 2021 and the revival of economic
activity in the following summer contributed to this
positive development.

However, private consumption as a percentage of
GDP showed a falling trend, declining during the
third quarter of 2021 to 66.48% of GDP with respect
to 67.44% in the second quarter and 68.45% in the
first quarter of 2021, as is evident by Figure 1.1.5.
Likewise, public consumption as percentage of GDP
decreased from 21.89% in the first quarter of 2021
to 21.46% of GDP in the second quarter and 21.28%
in the third quarter of 2021. Contrary to the above,
we observe a significant increase in gross capital
formation (fixed capital and changes in inventories)
as a percentage of GDP; from 12.81% of GDP in the
first quarter of 2021, it increased to 21.49% in the
second quarter, only to fall again to 20.09% of GDP
in the third quarter of 2021. However, net exports as
a percentage of GDP showed consistently negative
figures (-3.14% in the first quarter of 2021, -10.39%
of GDP in the second quarter and -7.85% in the third
quarter of 2021). Consequently, private consump-
tion exhibited a rising trend in both nominal and real
terms during the first three quarters of 2021; howev-
er, as a percentage of GDP, it fell in favour of gross
investment. At the same time, public consumption
declined and the external trade balance fluctuated
as a percentage of GDP. It seems that the deficit in
the external trade balance as a percentage of GDP,
especially during the second quarter of 2021, corre-

1. Quarterly National Accounts, Press release, ELSTAT, December 6, 2021.

2. Non-profit institutions serving households.

3. Percentage changes are calculated using the formula M .

t-1
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FIGURE 1.1.5

The 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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sponds mainly to domestic investment expenditure
rather than to domestic expenditure in consumer
goods.*

Significant positive signs coming from retail trade,
especially during the second quarter of 2021

The evolution in retail trade in terms of percentage
changes with respect to the corresponding month of
the previous year, according to monthly data provided
by ELSTAT, is presented in Figure 1.1.6. The percent-
age change in the overall index was on average neg-
ative in the first quarter of 2021 (-1.73%), but positive
during the two subsequent quarters, with average val-
ues of 22.75% in the second quarter and 9.12% in the
third quarter of 2021. A similar trend is observed in food
items, with percentage changes of -0.63%, 8.65% and
6.81% on average for the first, second and third quar-
ters of 2021, correspondingly. On the contrary, in au-
tomotive fuel, a negative average percentage change

in the first quarter (-13.47%) is followed by a significant
positive one in the second quarter (10%), and, eventu-
ally, a marginally negative average percentage change
in the third quarter of -0.29%. However, other items
except food and automotive fuel showed impressive
positive percentage changes (7.43% on average in the
first quarter, 40.37% in the second quarter and 14.63%
on average in the third quarter of 2021). This data con-
firms a strong rising trend in retail trade in the sec-
ond quarter of 2021 with respect to the corresponding
quarter of 2020. The slight downward correction of this
rising trend in the third quarter was not able to reverse
its positive impact in the context of less strict measures
against the pandemic during the summer of 2021.

Continued rise in the retail confidence indicator
despite consumer caution

Confidence indicators published by EUROSTAT (Fig-
ure 1.1.7) show a clear differentiation between the two

4. According to the “absorption approach”, the external trade balance equals to the difference between domestic product and domestic ab-
sorptionor X—M =Y -Awhere A = C + | + G. A negative external trade balance implies a domestic absorption (i.e., domestic expenditure)

higher than a domestic product.
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FIGURE 1.1.6

Percentage changes in the seasonally adjusted overall volume index and the main sector indices in

retail trade
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measures under consideration. The confidence indica-
tor in retail trade exhibits a rising trend during the year
of 2021 with some fluctuations that do not affect signif-
icantly its increasing tendency until the end of the year.
On the contrary, the consumer confidence indicator,
though it rises from the beginning of the year until May

FIGURE 1.1.7
Confidence indicators in retail trade
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2021, follows a reverse falling course until December
2021. Despite the above, as noted in the previous issue
of the Greek Economic Outlook, this caution or pessi-
mism of consumers does not seem to have an impact
on expectations in retail trade and their overall ris-
ing trend.
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1.1.2.2. Investment

Overall rising trend in investment expenditure
with an emphasis on machinery and weapon
systems

Gross fixed capital formation rose to 6,227 million euros
in current prices in the third quarter of 2021, from 5,678
million euros in the second quarter of the same year
and 5,439 million euros in the first quarter. Likewise,
in terms of chain-linked volumes, there is an increase
in gross fixed capital formation from 5,398 million eu-
ros in the first quarter of 2021 to 5,651 million euros in
the second quarter and 5,869 million euros in the third
quarter of that year. This rising trend is also reflected in
percentage changes both with respect to the previous
quarter and with respect to the corresponding quarter
in the previous year. In the first case, the percentage
changes for the first three quarters are, respectively,
5.9%, 4.7% and 3.9%, whilst in the second case, they
are 13.1%, 17.7% and 18.1%, respectively, according
to the seasonally adjusted chain-linked volumes.

FIGURE 1.1.8

The evolution of the contribution of investment in GDP
(Figure 1.1.8) was positive in the first three quarters of
2021 with respect to the previous quarter in each case.
The corresponding percentage changes were 9% for
the first quarter and 0.68% and 6.82% for the two fol-
lowing quarters of 2021. Concerning its components,
machinery and transport equipment as a percentage
of GDP assumed positive values during the entire pe-
riod under consideration (10.53% in the first quarter,
4.59% in the second quarter and 7.52% in the third
quarter of 2021). These consistently positive percent-
age changes characterize the evolution of machinery
and weapon systems more than they describe the
developments in transport equipment and ICT. On
the contrary, we observe fluctuations in percentage
changes concerning buildings as a percentage of
GDP since a positive figure of 15.47% in the first quar-
ter is succeeded by a negative one of -5.02% in the
second quarter and a positive one of 11.14% in the
third quarter of 2021. The same pattern is followed by
the components of buildings, i.e., dwellings and other
buildings and structures.

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

(seasonally adjusted data in current prices)
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FIGURE 1.1.9

Machinery, transport equipment and buildings as a percentage of gross fixed capital formation
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Recovery of buildings despite the predominance
of machinery and transport equipment

Concerning the two main components of gross invest-
ment, machinery as a percentage of gross fixed capital
formation predominates over buildings. The share of ma-

FIGURE 1.1.10
Construction confidence indicator

chinery and transport equipment in total gross fixed capi-
tal formation reached the level of 46% on average during
the first three quarters of 2021, as opposed to about 35%
for buildings. However, the share of the latter in gross
investment recovered by 15.54% in the third quarter of
2021 with respect to the corresponding quarter of 2020.
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Optimism in the midst of uncertainty concerning
expectations in the construction sector

The evolution of business expectations in the construc-
tion sector is depicted in Figure 1.1.10 above. The con-
struction confidence indicator marked an upward
trend from January until April 2021 and thereafter fluc-
tuated, though at high levels compared to its historical
performance. However, the falling trend of this indica-
tor as of September 2021 casts doubts as to whether
the recorded optimism will continue in the future or the
indicator will return to lower values. Hence, at present,
there is optimism along with a continuous uncertainty
about the future course of the construction confidence
indicator.

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

1.1.2.3. Conclusion

The above analysis showed that the Greek economy’s
performance during the period after the second lock-
down and before the effective impact of the “omicron”
mutation of the Covid-19 virus was overall positive con-
cerning the main components of private demand, along
with a relative stability in public consumption and a fluc-
tuation in the external trade balance. The positive trend
in gross investment should be stressed in addition to the
significant recovery in retail trade, especially in the sec-
ond quarter of 2021. Moreover, we observe relatively in-
creased levels of confidence in both retail trade and con-
struction, despite their fluctuations and in spite of con-
sumer caution. The above compose a positive picture
for the Greek economy just after the second lockdown,
along with some reservations, as those are reflected in
fluctuating expectations during the second half of 2021.
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1.2. Developments in inflation
in Greece and the euro area

Emilia Marsellou

Introduction

The global economy continues to recover from the
COVID-19-induced recession in 2020 as a result of
the containment measures that suspended econom-
ic and social activity. Already in the second quarter
of 2021, both developed countries and developing
and emerging economies are moving to positive
growth rates, gradually restoring market balances.
However, the emergence of the Omicron variant of
the coronavirus and the possibility of a new outbreak
of the pandemic, which may require new restrictive
measures, creates uncertainty about the evolution of
inflation and its impact on the dynamics of economic
recovery.

Regarding the euro area and our country, the most
important driver of inflationary pressures is the rapid
increase in energy prices, directly affecting the Hous-
ing and Transport sectors. This increase is mainly due
to sharp positive base effects, after the multi-month
downward trend in energy prices during 2020, as
developed economies recovered almost simultane-
ously, creating excess demand. This simultaneous
economic recovery has led to wider imbalances due
to bottlenecks in the international supply chain, re-
sulting in significant delays in freight transport and
sharp increases in transport costs. As regards the
pandemic crisis,' inflationary pressures are expected
to be temporary and gradually normalized, provided
that a new variant of the coronavirus does not cause
another outbreak of the pandemic and a halt in eco-
nomic and social activity. That might prolong infla-
tionary pressures and raise uncertainties about the
course of long-term inflation.

Greece

According to the latest statistical data released by Eu-
rostat, the average annual rate of change of the Har-
monized Index of Consumer Prices (HICP) for 2021
in Greece amounted to +0.6%, the lowest in the euro
area (and the European Union), followed by Malta
(+0.7%) and Portugal (+0.9%). The corresponding
index for the core? HICP remained in negative territory
at -1.1% (see Figure 1.2.1). In the euro area, the cor-
responding indicators for 2021 were 2.6% and 1.5%.

More specifically, in December 2021, according to the
statistical data of ELSTAT, headline inflation based on
the National CPI stood at 5.1% compared to 4.8% in
November (see Table 1.2.1). Inflation based on the
Harmonized CPI (HICP) recorded a similar course and
stood at 4.4% in December compared to 4.0% in No-
vember. Core inflation, which is in positive territory for
the fourth consecutive month, rose to 1.0% compared
to 0.7% in November. Respectively, core inflation
based on HICP reached 1.1% in December compared
to 0.7% in November. Housing (with 2.6 percentage
points), Transport (with 1.3 percentage points) and
Food and non-alcoholic beverages (with 1.0 percent-
age point) had the largest contribution to the annual
percentage increase of the CPI this month.

More specifically, the annual increase of the General
CPIl in December 2021 by 5.1% is a combined result
of the following changes in the price indices of sub-
groups of goods and services. More specifically, in-
creases were recorded as follows:

® +4.3% in the group Food and non-alcoholic
beverages. This increase is mainly attributed to
the rise in the prices of bread (4.9%), other bak-
ery products (2.9%), pasta products and couscous
(7.6%), beef (4.2%), lamb and goat (19.7%), poultry
(6.6%), other meat preparations (6.6%), fresh fish
(6.7%), cheese (5.5%), olive oil (17.0%), other edi-
ble oils (17.1%), fresh fruit (5.5%), fresh vegetables
(5.5%), preserved or processed vegetables (1.6%),
potatoes (14.2%), chocolates-chocolate products
(4.0%), food n.e.c. (3.4%) and coffee (3.4%). This

1. In the sense that the prices of energy products are also influenced by other factors such as changes in Europe’s energy strategy (Euro-

pean Green Agreement) and other geopolitical developments.

2. 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 average rate of change of HICP for Greece and the euro area, 2000-2021 (annual data)

6.0
5.0
4.0
3.0
2.0
1.0
0.0
-1.0
2.0
_B'OOFNm«mo,\QQOFvamo,\wmo—
508 2 E 5 E H §¥ B 5 5 B 8 3 53 F A o3 A H & E
= Greece HICP  «ccee Greece Core HICP
EA19 HICP EA19 Core HICP
Source: Eurostat.
TABLE 1.2.1 Inflation in Greece (%)
Headline inflation Core inflation Harmonized inflation Core Harmonized
(Greece) (Greece) (Greece) inflation (Greece)
2020:M12 -2.3 -2.0 -2.0 -2.2
2021:M1 -2.0 -1.3 -2.1 -2.3
2021:M2 -1.3 -1.0 2.4 -25
2021:M3 -1.6 -2.8 -2.0 -3.2
2021:M4 -0.3 -1.6 -1.41 -2.3
2021:M5 0.1 -1.7 -1.2 -3.0
2021:M6 1.0 -0.5 0.6 -0.7
2021:M7 1.4 -0.5 0.7 -1.1
2021:M8 1.9 -0.3 1.2 -0.7
2021:M9 2.2 0.1 1.9 0.2
2021:M10 3.4 0.2 2.8 0.4
2021:M11 4.8 0.7 4.0 0.7
2021:M12 5.1 1.0 4.4 1.1

Source: ELSTAT.
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FIGURE 1.2.2
Annual % changes in National CPI sub-categories (December 2021)
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increase was partly offset by the decrease, mainly, in
the prices of pork (-1.5%), dried, salted or smoked
meat (-3.5%), fresh whole milk (-1.4%) and jams-mar-
malades-honey (-2.8%).

+3.0% in the group Clothing and footwear. This
increase is mainly attributed to the increase in the
prices of clothing and footwear.

+18.0% in the group Housing. This increase is
mainly attributed to the increase in the prices of
rentals for dwellings (0.5%), electricity (45.0%), nat-
ural gas (135.7%) and heating oil (34.1%).

+2.3% in the group Household equipment. This
increase is mainly attributed to the increase in the
prices of furniture and furnishings (3.8%), glass-
ware, tableware and utensils of domestic use
(7.8%), non-durable household articles (1.0%)
and domestic services (5.7%).

+10.9% in the group Transport. This increase is
mainly attributed to the increase in the prices of
new motorcars (7.7%), second hand motorcars

2.0

40 6.0 80 100 120 140 16.0 18.0 20.0 220

(11.5%), fuels and lubricants (21.7%) and tickets
for passenger transport by air (19.6%).

+0.9% in the group Education. This is due to the
increase, mainly, in the prices of fees of secondary
education (1.4%).

+1.2% in the group Hotels-Cafés-Restaurants.
This increase is attributed to the increase, mainly,
in the prices of restaurants-confectioneries-cafés
(1.1%) and hotels-motels-inns (7.3%).

On the other hand, prices decreased in the following
groups of goods and services:

-0.1% in the group Health. This is due to the de-
crease, mainly, in the prices of pharmaceutical
products (-1.1%), which was partly offset by the
increase, mainly, in the prices of dental services
(1.1%).

-2.5% in the group Communication. This de-
crease is attributed mainly to the fall in the prices of
telephone services (-2.5%).
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TABLE 1.2.2 Annual % changes in National CPI sub-categories, January-December 2021

Groups of goods Jan Feb

and services

March Apr

1 Food and non-

) -04 -05 -03 -12
alcoholic beverages

2 Alcoholic goods and 0.4 0.1 05 -0,1

tobacco
3 Clothing and footwear -3,5 -0,1 -169 -1,1
4 Housing -3,4 -1,9 0,1 1,9
5 Household equipment  -2,2 2,2 17 1.2
6 Health 1,2 -1 -1,1 -1,0
7 Transport -5,7 -4,3 -0,8 2,3
8 Communication -2,1 -1,8 -16 14
9 Recreation and culture -0,6 -0,3 -0,3 -1,0

10 Education 0,0 0,0 0,0 0,0

11 Hotels-Cafés-
Restaurants

12 Miscellaneous goods

. -2,4 -1,7 -1,4 2,4
and services

General Index -1,6

Source: ELSTAT.

® -0.6% in the group Recreation and culture. This
decrease that is attributed mainly to the fall in the
prices of audiovisual and information processing
equipment (-2.1%) and major durables for outdoor
recreation (-3.2%) was partly offset by the increase,
mainly, in the prices of small recreational items-
flowers-pets (1.3%).

® -0.6% in the group Miscellaneous goods and
services. This is due to the decrease, mainly, in the
prices of other appliances and articles for personal
care (-0.8%) and motor vehicle insurance (-1.9%).

The euro area
The euro area annual inflation rate (based on HICP)

was 5.0% in December 2021, slightly higher than the
4.9% in November (in the European Union, inflation

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

May June July Aug Sept Oct Nov Dec
-0,2 0,4 1,7 3,0 3,1 3,0 3,5 4,3
-0,3 -0,2 0,0 -0,4  -0,1 0,0 -0,1 0,0
-5,0 0,5 14 26 -05 0,4 3,9 3,0
3,2 4,0 4,2 4,4 4,7 11,7 17,7 18,0
-14 -08 -07 -05 0,6 0,8 2,3 2,3
13 -13 -08 -05 0,1 0,0 -0,1 -0,1
4,6 6,7 58 6,7 7,8 9,2 9,3 10,9
-1,7 -1,8 -2,7 -2,6 -2,5 -2,5 -2,7 -2,5
-08 -0 -08 -07 -04 -04 -03 -06
0,0 0,0 0,0 0,0 0,9 0,9 0,9 0,9
-16 -08 -03 0,2 0,5 0,9 1,3 1,2
-1,8 -2,1 -1,2 -1,1 -0,8 -1,3 -0,7 -0,6
0,1 1,0 1,4 1,9 2,2 3,4 4,8 5,1

reached 5.3% versus 5.2% in November, respective-
ly). Among the member countries of the euro area, the
highest inflation was recorded in Estonia (12.0%), Lith-
uania (10.7%) and Latvia (7.9%), while the lowest infla-
tion was in Malta (2.6%), Portugal (2.8%) and Finland
(8.2%). Among the countries of the European Union,
the highest inflation was recorded in Estonia (12.0%),
Lithuania (10.7%) and Poland (8.0%), while the lowest
was recorded in Malta (2.6%), Portugal (2.8%) and Fin-
land (3.2%).

According to the Eurostat data, the main contribution
to the euro area inflation in December 2021 came from
the Energy sector (+2.46 percentage points), followed
by the Services sector (+1.02 percentage points),
the Non-energy industrial products (+0.78 percent-
age points) and the Food sector (+0.71 percentage
points).
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FIGURE 1.2.3
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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

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 the fourth quarter
of 2021 and the first two quarters of 2022, 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 126 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 September 2021.

As in the more recent issues of the Greek Economic
Outlook, this section highlights the extraordinary and
constantly changing conditions prevailing in the Greek
economy due to the COVID-19 pandemic. More par-
ticularly, the forecasts presented herein incorporate
data for the third quarter of 2021, during which a sig-
nificant number of emergency protective measures
restraining economic and social activity in the coun-
try were removed. However, the continuation of the
pandemic, in combination with the remaining restric-
tions and their associated economic consequences,
do not allow for the assumption that the Greek econ-

1. The date of the forecast is January 12, 2022.

omy returned to normal in the third quarter of 2021.
Therefore, forecasting the course of the real GDP over
subsequent quarters remains difficult, due to both the
ensuing uncertainty and the continuous alternation
between periods of implementation of widespread re-
straining measures and periods of partial and gradu-
al lifting of restrictions. At the same time, the overall
extent of the adverse effects of the disruption is not
yet clear, and it remains difficult to accurately quanti-
fy the impact of the compensatory measures adopted
to deal with the pandemic and shield the economy.
In addition, the forecasting procedure followed does
not allow any direct consideration of policy measures
that could potentially have major effects on economic
activity from the second half of 2021 onwards, such
as the disbursement and progressive utilisation of the
Recovery and Resilience Facility funds.*

According to the factor model econometric estimates
presented in Table 1.3.1, the mean rate of change of
real GDP for the second half of 2021 is projected at
9.9% (as compared to the corresponding period of
2021), while the mean annual rate of change for the
whole year 2021 is forecasted at 8.6%, signifying a sig-
nificant recovery of the economy in 2021 (versus an
annual real GDP loss of -8.8% in year 2020). These
forecasts constitute an upward revision compared to
the immediately preceding factor model forecasts,
both for the second half of 2021 (8.8%), and for year
2021 as a whole (7.9%). It is noted that the forecasted
annual rate of change for 2021 takes into account the
published (provisional) data of the period from Janu-

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. 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 direct analysis of the impact caused by immense 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 (third quarter of 2021). Recall 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 as-
sessment of the forecasts presented should be subject to the degree to which all short-run fluctuations in real economic activity are reflected
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 significant 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.
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TABLE 1.3.1 Real GDP rate of change: 2021 and 1st half of 2022 (%, y-o0-y)

2021 2022

Quarters 2021Q4 2022Q1 2022Q2
Quarterly rate of change 6.37 6.98 3.49

[5.45 , 7.29] [5.62, 8.36] [1.78 , 5.24]
Mean rate of change, 1st half* i 5.24

[38.70, 6.80]

Mean rate of change, 2nd half ** 9.90 )

[9.45, 10.36]
Mean annual rate of change *** 8.63 ]

[8.40, 8.86]

Notes: Values in brackets indicate the lower and upper boundaries of the 95% confidence interval of the forecasts.
* The mean rate of change is not reported for the 1st half of 2021, since it does not incorporate a forecast. ** The
mean rate of change for the 2nd half of 2021 incorporates the officially available (provisional) data for the 3rd quarter
of 2021, on a seasonally adjusted basis. *** The mean annual rate of change incorporates the officially available
(provisional) data for the first three quarters of 2021, on a seasonally adjusted basis.

ary to September 2021,5 according to which the GDP
increased by 13.4% in the third quarter of the year (in
terms of chain linked volumes), as compared to the
respective quarter of 2020. Furthermore, the forecast
incorporates the projection of a positive rate of change
of 6.4% for the fourth quarter of 2021, on a year-on-
year basis. Economic recovery is expected to continue
in year 2022 as reflected in the forecast of a real GDP
growth rate of 7% for the first quarter of 2022, as com-
pared to the first quarter of 2021. For the second quar-
ter of 2022, the estimate of a positive rate of change
of 3.5% (as compared to the corresponding quarter
of 2021) represents a deceleration in the growth rate
relative to the previous quarters, but reflects an addi-
tional increase in real GDP from the level reached on
the basis of the 16.6% rate of change recorded in the
second quarter of 2021.

The above forecasts for the course of real GDP in 2021
and the first half of 2022 signal the gradual return of
economic activity to the levels recorded before the
deep recession of 2020, and the transition to signif-
icant growth rates in 2022. This outlook stems from
the gradual restoration of the smooth operation of eco-
nomic activities from the second quarter of 2021 on-
wards, following the gradual lifting of restrictive meas-
ures, and in conjunction with the progress of the coun-
try’s vaccination programme. Until the third quarter of

2021, potential factors that could undermine growth
dynamics (such as the effects of price increases in
goods and services, and hurdles in the smooth func-
tioning of supply chains) had not yet reached dimen-
sions capable of significantly influencing the course of
economic variables. Furthermore, trends were remark-
ably positive for the majority of the economic variables
underlying the forecast, as reflected in the observa-
tions for the third quarter of 2021, as compared to the
corresponding quarter of 2020 (on a non-seasonally
and non-calendar adjusted basis).

More specifically, a significant recovery was signaled
in terms of all main GDP components. Private con-
sumption expenditure, consumption expenditure by
the General Government, fixed capital investment and
exports of goods and services recorded significant
—and in some cases (fixed capital investment and,
more notably, exports of services) double-digit- posi-
tive rates of change, as compared to the correspond-
ing quarter of 2020. Double-digit positive rates of
change also characterized the course of four of the six
individual fixed investment subcategories. Favourable
developments were indicated by the evolution of the
industrial production index, in terms of the general in-
dex and all the sub-indexes. Furthermore, the course
of the turnover index in industry was also notable, both
in total and for the external and the internal markets,

5. According to the most recent ELSTAT Quarterly National Accounts publication, dated December 6, 2021.
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with double-digit positive rates of change recorded in
nearly all categories in the third quarter of 2021 (with
the only exception observed in the category of dura-
ble consumer goods, where the total market index re-
corded a single-digit positive rate of change, while the
index for the external market recorded a single-digit
negative rate of change). Developments in retail trade
were also generally positive, as indicated by course
of the overall volume index, as well as the double-digit
positive rates of change observed in five out of the
eight underlying sub-indexes (exceptions were the su-
permarkets subcategory index which recorded a sin-
gle-digit positive rate of change and the department
stores and automotive fuel subcategory indices which
presented negative rates of change).

Positive developments were also observed with re-
gard to construction and building activity, as indicated
by the significant increase in private building activity in
terms of volume on the basis of permits issued, as well
as the rise of the production index in construction and
the subindex of production of building construction (in
contrast to the subindex of civil engineering productions
which declined). Similar dynamics in the same positive
direction characterised the General Index of the Ath-
ens Stock Exchange, the turnover index for motor trade
(wholesale and retail trade, repair of motor vehicles and
motorcycles), the turnover index in wholesale trade, as
well as transport receipts and travel receipts, the latter
notably recording an impressive rebound (153.6%), as
compared to the third quarter of 2020.

An improvement was further observed in terms of cost/
price competitiveness, as suggested on the basis of
the relevant underlying indicators, while particularly
positive developments characterised spreads, which
declined significantly as compared to the respective
quarter of 2020 (while also recording a decrease com-
pared to the second quarter of 2021). With respect to
indicators reflecting agents’ expectations and assess-
ments regarding the economic climate in the country,
the course of individual economic sectors and the
prospects of important economic aggregates, such
as exports, trends during the third quarter of 2021, as
compared to the respective quarter of the previous
year, were exceptionally favourable.

Regarding developments in domestic labour market
conditions during the third quarter of 2021, as com-
pared to the corresponding quarter of 2020, there were
positive signals from an increase in total employment
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and employment in the broad economic sectors (pri-
mary, secondary and tertiary), as well as from a signifi-
cant moderation in unemployment, in terms of the total
unemployment rate, long-term unemployment and the
newly unemployed.

The projected course of real GDP in 2021 and the first
half of 2022 may develop less or more favourably than
the above-presented forecasts, depending on the ef-
fects of a number of crucial and dynamic factors, a
number of which continue to be directly intertwined
with the evolution of the pandemic and its short-term
consequences. All these factors will determine, among
other things, demand and supply dynamics, Greece’s
export performance, investment and saving decisions
by households and enterprises, employment and un-
employment aggregates and, hence, income, as well
as financial conditions and fiscal aggregates.

Factors that could potentially operate in the positive
direction include: (a) further progress in overcoming
the pandemic and its health effects (vaccination pro-
gramme, combating variants, protection measures),
which would help to establish a secure environment at
the domestic and international levels, (b) the applica-
tion of targeted measures to support households and
businesses in dealing with the short-term economic
consequences of the pandemic and (c) the initiation
of implementation of the National Recovery and Resil-
ience Plan, utilising the resources of the Recovery and
Resilience Facility in order to boost investment and
complete crucial structural reforms for the transforma-
tion and advancement of the Greek economy.

Factors that could potentially operate in the negative
direction include: (a) the high degree of uncertainty
with respect to the evolution of the pandemic, which
could cause, among other things, a withholding in ma-
jor economic aggregates, (b) any potential adverse
development with respect to the pandemic in the first
half of 2022 (due to the emergence of the Omicron var-
iant and the consequent implementation of restraining
measures), severe enough to once again negatively
affect economic activity in the country, (c) the prolon-
gation of the duration of the adverse economic effects
of the pandemic, such as the disruption of the smooth
operation of supply chains, the rise in prices of goods
and services and the increase in transport costs, and
(d) any unwarranted developments in the direction of
an aggravation of geopolitical tensions and an intensi-
fication of migration waves.
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1.4. Export performance and Current
Account developments

loanna Konstantakopoulou

1.4.1. Introduction

In the January-September 2021 period, the Current Ac-
count (CA) showed a deficit. Specifically, the deficit of
the CA (see Table 1.4.1) stood at 4.13% of GDP, com-
pared to 6.79% in the corresponding period of 2020.
In absolute terms, the deficit increased by €2.75 billion
(see Table 1.4.2). This decline comes, primarily, from
the service balance, mainly reflecting the increase in

TABLE 1.4.1 Current Account (as percent of GDP)

CA Goods Exports
2015 -0.82 -10.02 14.06
2016 -1.75 -10.29 14.11
2017 -1.93 -11.21 15.85
2018 -2.91 -12.52 18.03
2019 -1.49 -12.46 17.70
2020 -6.63 -11.21 17.48
2019Q1 -9.11 -14.47 18.57
2019Q2 -0.79 -12.16 18.50
2019Q3 8.12 -11.77 16.16
2019 -0.07 -12.72 17.67
2020Q1 -8.67 -13.77 18.85
2020Q2 -9.11 -10.06 16.87
2020Q83 -3.10 -10.61 15.87
2020Q1-Q3 -6.79 -11.48 17.16
2021Q1 -6.72 -12.71 21.80
2021Q2 -10.64 -13.17 21.50
2021Q3 3.44 -13.37 19.03
2021Q1-Q3 -4.13 -13.11 20.65

Source: Bank of Greece.
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receipts from tourism services, and, secondarily, from
the increase in receipts from transport services.

The improvement of the epidemiological data in the
summer of 2021 in our country helped to increase the
two aforementioned components of the service bal-
ance. In addition, the primary and secondary income
balances contributed marginally to the shrinking of the
CA deficit.

In the Greek economy, the services balance contrib-
utes to the reduction of the CAB deficit, while the
goods balance widens the deficit.

The source of the CA problem is the balance of goods,
mainly due to the large imbalance of the goods bal-
ance excluding oil and ships and the oil balance. The
deficit of the balance of goods excluding oil and
ships is associated with the export specialisation

Imports Services I_Drimary Sgcondary
income income
24.08 9.40 0.09 -0.29
24.40 9.34 -0.46 -0.34
27.06 10.20 -0.60 -0.32
30.55 10.75 -0.96 -0.18
30.16 11.52 -0.87 0.32
28.69 4.40 -0.17 0.34
33.03 3.62 1.82 -0.06
30.66 11.44 -1.30 1.24
27.93 23.38 -2.69 -0.80
30.39 13.41 -0.87 0.11
32.64 2.81 1.87 0.42
26.92 2.72 -0.98 -0.79
26.45 8.09 -1.55 0.97
28.64 4.69 -0.24 0.25
34.51 1.88 4.04 0.08
34.68 3.35 0.08 -0.91
32.40 15.69 -1.50 2.62
33.76 7.63 0.63 0.73
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TABLE 1.4.2 Current Account (in EUR billions)

CA Goods Exports
2015 -1.44 -17.67 24.81
2016 -3.05 -17.96 24.61
2017 -3.41 -19.83 28.04
2018 -5.23 -22.49 32.37
2019 -2.73 -22.83 32.43
2020 -10.96 -18.53 28.90
2019Q1 -3.78 -6.00 7.70
2019Q2 -0.36 -5.60 8.52
2019Q83 4.05 -5.87 8.06
2019 -0.09 -17.47 24.28
2020Q1 -3.52 -5.59 7.65
2020Q2 -3.45 -3.81 6.39
2020Q3 -1.38 -4.72 7.06
2020Q1-Q3 -8.35 -14.12 21.10
2021Q1 -2.64 -5.00 8.58
2021Q2 -4.74 -5.87 9.58
2021Q8 1.78 -6.92 9.85
2021Q1-Q3 -5.60 -17.79 28.01

Sources: Bank of Greece and ELSTAT.

of the Greek economy (Konstantakopoulou, 2015;
Konstantakopoulou, Magdalinos, and Skintzi, 2019;
Konstantakopoulou and Tsionas, 2019). Meanwhile,
the oil balance deficit is linked to the oil dependence
of the Greek economy and is affected by changes in
oil prices.

1.4.1. Balance of goods

In the period January-September 2021, the balance
of goods deficit as a percentage of GDP stood at
13.11, marking a 14.2% increase compared to the
corresponding period of 2020. In absolute terms, the
balance of goods deficit stood at €17.79 billion com-
pared to €14.12 billion in the corresponding period for
2020 (see Figure 1.4.1), up by 26%. Exports of goods
amounted to 20.6% of GDP in the period January-Sep-
tember 2021, while imports of goods were 33.7% of
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Imports Services Primary Secondary
income income
42.47 16.58 0.15 -0.51
42.57 16.30 -0.80 -0.59
47.87 18.04 -1.06 -0.56
54.86 19.30 -1.73 -0.32
55.27 21.12 -1.59 0.58
47.43 7.28 -0.28 0.56
13.70 1.50 0.75 -0.08
14.12 5.27 -0.60 0.57
13.93 11.66 -1.34 -0.40
41.75 18.43 -1.19 0.15
13.25 1.14 0.76 0.17
10.20 1.03 -0.37 -0.30
11.77 3.60 -0.69 0.43
35.22 5.77 -0.30 0.30
13.58 0.74 1.59 0.03
15.45 1.49 0.04 -0.40
16.77 8.12 -0.78 1.36
45.80 10.35 0.85 0.98

GDP. In absolute terms, exports reached €28.01 bil-
lion euros, while imports were €5.8 billion euros.

Greek products show resilience in international mar-
kets and are constantly gaining market shares, demon-
strating the dynamic role they will play in the future
in improving the CA. However, imports continue to
be a worrying factor for the CA, as, once again, the
increase in domestic income has led to an increase
in imports.

The balance excluding oil and ships represents the
largest deficit in the CA, reaching 10.5% of GDP in the
period January-September 2021, amounting to €14.3
billion in absolute terms.

Table 1.4.3 presents the shares of exports and imports
in the four main categories of goods: raw materials,
intermediate goods, consumer goods and capital
goods. For 2020, the annual share of consumer goods
in total Greek exports was 57.78%, the share of inter-
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FIGURE 1.4.1

Balance of goods, oil balance and balance excluding oil and ships (in EUR billions)
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Source: Bank of Greece.

mediate goods was 20.52%, of raw materials 11.65%
and of capital goods 10.05% of total exports.

We also notice that with the onset of the deep re-
cession in the Greek economy, in 2009, Greek firms
turned to foreign markets to channel their products,
thus achieving a significant increase in exports, mainly
in consumer goods. The other aforementioned prod-
uct categories showed a contraction of their shares in
total Greek exports. At the same time, for 2020, Greek
imports are distributed among consumer goods with
an annual share of 37.25%, raw materials with 26.96%,
intermediate goods with 9.35% and capital goods
with 16.44% of total imports. We note that consumer
goods dominate the imports of the Greek economy,
while intermediate and capital goods have smaller im-
port shares. The above categories are often blamed
for the negative effect of the foreign sector, but in-
termediate and capital goods contribute to Greek
production, having an added effect, while imported
consumer goods have zero effect on Greek produc-
tion.

One category of consumer goods is electrical ap-
pliances. Recently, the media reported news about
a state subsidy for the replacement of household
electrical appliances. However, as Greece does not
produce electrical appliances (air conditioners, elec-
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tric cookers, washing machines, refrigerators) these
are imported consumer goods; therefore, any state
subsidy for their replacement will worsen the CA,
while energy prices are a constantly fluctuating varia-
ble. Table 1.4.4 reports the net exports of electrical ap-
pliances, in 4-digit SITC coding, Rev. 3. The products
we examine are:

e SITC: 7751 — Domestic laundry equipment
e SITC: 7752 — Domestic refrigerator/freezer
e SITC: 7753 — Domestic dishwashers

e SITC: 7754 - Electric shavers/clippers

e SITC: 7757 — Domestic electric machines
e SITC: 7758 - Electro-thermic equipment

Based on UNCTAD data, we observe that for 2020, we
have a deficit of €341 million, while in 2019, the defi-
cit reached €398 million. However, Table 1.4.4 shows
that all categories of electrical appliances present a
deficit, which means that we import much more than
we export, because we do not have domestic produc-
tion. Therefore, the result of the subsidy application
for the replacement of electrical appliances, which es-
sentially subsidises foreign products, will expand the
CAB deficit.
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TABLE 1.4.3 Export and import shares (of total exports and imports, respectively)

Export shares, 2000-2020

Raw materials

2000-04 15.12 23.03
2005-09 12.96 25.02
2010-14 11.62 19.95
2015 10.96 21.70
2016 12.44 20.42
2017 11.39 20.42
2018 10.21 20.85
2019 10.62 19.22
2020 11.65 20.52

Import shares, 2000-2020

Raw materials

2000-04 16.93 19.34
2005-09 18.73 18.31
2010-14 29.64 16.68
2015 24.89 19.22
2016 22.68 19.55
2017 23.49 18.95
2018 26.96 19.35
2019 25.10 20.31
2020 20.85 24.32

Source: UNCTAD.

1.4.2. Service halance

In the January-September 2021 period, the surplus of
the services balance amounted to 7.6% of GDP, mark-
ing a change of 62.6% compared to the correspond-
ing period of 2020. In absolute terms, it amounted to
€10.35 billion, increased by €4.58 billion compared
to the corresponding period of 2020. This positive de-
velopment is attributable to a parallel increase in net
transport and travel services. Specifically, net trans-
port receipts increased by €0.601 billion over the cor-
responding period of 2013. As a percentage of GDP,
net transport receipts were 3.7%, up by 19.5% (3.3%),
compared to the corresponding period of 2013 (2012).
The main components of the balance of services that
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Intermediate goods

Intermediate goods

Consumer goods Capital goods

50.06 11.79
51.04 10.98
60.65 7.78
57.83 9.50
57.45 9.68
59.74 8.45
60.62 8.32
61.35 8.81
57.78 10.05

Consumer goods Capital goods

36.81 26.93
40.47 22.50
37.62 16.06
38.62 17.27
38.99 18.78
37.91 19.65
37.25 16.44
39.22 15.37
37.87 16.96

determine its result are tourism services and transport
services.

Net receipts from travel services have been on the
rise since 2004, with a positive average annual rate
of change of 9% between 2013-19. Despite this pos-
itive development that contributes significantly to the
reduction of the CA deficit, in addition to the above
positive effects tourism has on an economy, it also
has negative effects on economies that rely heavily
on tourism.

Net receipts from transport services show a large fluctu-
ation over time; in 2020, they reached €3.9 billion, com-
pared to €5.9 in 2019. For the period January-Septem-
ber 2021, net receipts from transport services reached
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€2.62 billion compared to €3.08 billion in 2020, mark-
ing a 14.8% decrease.

1.4.3. Net International Investment Position
developments

The situation of the Greek economy in the foreign sec-
tor is reflected in the variable of the net international in-
vestment position. For the whole period under review,
the country’s net foreign liabilities by far exceed the
limit of -35% of GDP, which is the threshold used in the
macroeconomic imbalances process, beyond which
the possibility of future shocks increases. The coun-
try’s net foreign liabilities to other countries after 2020
are about five times the aforementioned threshold
(164.55% of GDP). For the period January-September
2021, its net investment position stood at -178.45% of
GDP, compared to -161% of GDP in the corresponding
period of 2020.

Figure 1.4.2 shows a continuous increase of the net
international investment position as a percentage
of GDP for the Greek economy. This negative result
undermines the country’s future course in the inter-
national capital markets. Finally, we note that, for the
first nine months of 2021, the average net investment

FIGURE 1.4.2

position of the Eurozone countries was -25.8% of GDP.
For the same period, the Eurozone countries with the
highest NIIP were Ireland with -155% of GDP, Cyprus
with -133.9% of GDP, Portugal with -102.5% of GDP
and the Netherlands with -97.4% of GDP. By contrast,
in the Eurozone countries with a surplus, it reached
97.43% of GDP for the Netherlands, 65.30% of GDP
for Germany, 56.67% for Malta, 53.70% of GDP for
Belgium, 43.13 % of GDP for Luxembourg, 13.43% for
Austria, and 4.93% of GDP for ltaly.

1.4.4. Conclusions

* In the Greek economy, the services balance con-
tributes to the contraction of the CA deficit, while
the goods balance widens the deficit.

® The deficit of the balance of goods excluding oil
and ships is associated with the export speciali-
sation of the Greek economy.

e Greek products show resilience in foreign markets
and are constantly gaining market shares, empha-
sising the dynamic role of exports for improving the
CA.

e With the onset of the deep recession of the Greek
economy, Greek firms turned to foreign markets to
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channel their products, thus achieving a significant
increase in exports, mainly in consumer goods.

Imports continue to be a worrying factor for the CA,
as, once again, the increase in domestic income
has led to an increase in imports.

Consumer goods dominate the imports of the Greek
economy, while intermediate and capital goods have
smaller import shares.

Imports of consumer goods have zero effect on
Greek production.

The subsidy for the replacement of electrical appli-
ances, which essentially subsidises foreign prod-
ucts, will expand the CA deficit. As Greece does
not produce electrical appliances (air conditioners,
electric cookers, washing machines, refrigerators),
these are imported consumer goods, while energy
prices are a constantly fluctuating variable.

® The country’s net foreign liabilities to other countries
after 2020 stood at 164.55% of GDP. It is necessary
to improve the result of the CAB and achieve a high
growth rate of nominal GDP, in order to improve the
country’s net international investment position.
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1.5. Positive returns in the Greek
stock market for 2021

Fotini Economou

1.5.1. Introduction

Following a year of negative returns after the outbreak
of the COVID-19 pandemic in early 2020, the Greek
stock market returned to positive returns in 2021, de-
spite the ongoing health crisis and the associated un-
certainty.

During the year 2021, the Greek economy recorded
significant signs of recovery with positive prospects,
as reflected in the key macroeconomic figures. In this
context, there was a series of credit rating upgrades for
Greece by international rating agencies, with the goal
of returning to investment grade approaching (Table
1.5.1). Recently, the rating agency Fitch upgraded
Greece’s outlook to positive, noting, among other
things, the significant progress that Greek banks have
made in improving the quality of their assets, “sharply
reducing the level of non-performing loans (NPLs) in
the banking sector and enhancing their ability to pro-
vide credit to the real economy”.!

TABLE 1.5.1 Credit rating of Greece

Rating Agency Rating
Moody’s Ba3
Fitch BB
Standard & Poor’s BB
Rating and Investment BB
DBRS BB
Scope Ratings BB+

Source: Public Debt Management Agency, January 2022.

During the same period, government bond yields re-
mained low, enabling low-cost borrowing. The Greek
stock market completed 2021 with positive returns for
the majority of stock indices with the medium capital-
ization and the technology sector standing out, while
the developments in the institutional management
sector were particularly positive.

This article presents the course of the Greek stock
market in 2021 with emphasis on key stock market
indices and data. Moreover, the course of the bond
market and the institutional management sector are
presented for the year 2021. The last section of the
article summarizes and identifies the challenges for
the Greek capital market.

1.5.2. The course of the stock market in 2021

The stock market was affected by the ongoing health
crisis, with fluctuations throughout the year 2021. Ac-
cording to Athens Stock Exchange (ATHEX) data, the
medium capitalization, as well as individual sectors,
stood out in terms of returns for the year 2021. More
specifically, according to ATHEX data (Table 1.5.2),
the Athex Composite Share Price Index increased by
10.43%, reaching 893.34 points at the end of Decem-
ber 2021 from 808.99 points at the end of Decem-
ber 2020. Note that even though the stock market
returned to positive returns after the losses of 2020,

Outlook Date of last review
Stable November 2020
Positive January 2022
Positive April 2021

Stable March 2021
Positive September 2021
Stable September 2021

1. See Fitch Ratings, Rating Action Commentary, January 14, 2022. <https://www.fitchratings.com/research/sovereigns/fitch-revises-greece-

outlook-to-positive-affirms-at-bb-14-01-2022>
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the performance of the Athex Composite Share Price
Index lagged behind the performance of major Eu-
ropean markets and the US market. Moreover, the
FTSE/Athex Large Cap Index also recorded a positive
return of 11.07%, reaching 2,148.86 points at the end
of December 2021 from 1,934.64 points at the end
of December 2020. Significantly higher returns were
recorded by the FTSE/ATHEX Mid & Small Cap Fac-
tor-Weighted Index (49.43%) and the FTSE/Athex Mid
Cap Index (34.72%).

The majority of sector indices moved upwards, with the
FTSE/Athex Technology index standing out, recording

the impressive return of 96.54%. Note that the tech-
nology sector had a return of 21.31% in 2020, despite
the declining market after the outbreak of the pandem-
ic. Moreover, several sectors achieved returns of over
20% in 2021, i.e., the FTSE/Athex Industrial Goods &
Services (27.24%) index, FTSE/Athex Telecommuni-
cations (24.73%), FTSE/Athex Health Care (24.66%)
and FTSE/Athex Basic Resources (20.21%). In addi-
tion, the FTSE/Athex Banks index completed the year
2021 with a return of 10.78%, after losses of -41.37%
in 2020. Negative returns were recorded for FTSE/
Athex Consumer Goods & Services (-6.71%), FTSE/
Athex Personal Products (-3.53%), FTSE/Athex Finan-

TABLE 1.5.2 Prices and returns for selected indices of the ATHEX (31/12/2020-31/12/2021)

31/12/2021 31/12/2020 Year min  Year max Year
change (%)
FTSE/ATHEX Mid & Small Cap Factor-Weighted Index ~ 4,668.47 3,124.15 2,996.13 4,754.69 49.43%
FTSE/Athex Mid Cap Index 1,491.91 1,107.38 1,026.21 1,731.39 34.72%
Athex All Share Index 230.06 187.55 175.88 240.71 22.67%
Hellenic Mid & Small Cap Index 1,372.98 1,202.50 1,110.37 1,442.42 14.18%
FTSE/Athex Large Cap 2,148.86 1,934.64 1,718.82 2,259.27 11.07%
Athex Composite Share Price Index 893.34 808.99 726.02 931.94 10.43%
FTSE/Athex Technology 2,146.88 1,092.34 1,043.00 2,165.21 96.54%
FTSE/Athex Industrial Goods & Services 3,731.79 2,932.95 2,762.19 3,996.37 27.24%
FTSE/Athex Telecommunications 4,545.62 3,644.51 3,294.37 4,734.07 24.73%
FTSE/Athex Health Care 552.48 443.19 396.54 611.35 24.66%
FTSE/Athex Basic Resources 7,397.72 6,153.83 5,233.31 8,597.84 20.21%
FTSE/Athex Energy 3,443.49 2,964.77 2,835.10 3,724.35 16.15%
FTSE/Athex Food & Beverage 11,332.54 9,885.18 9,045.03 12,311.96 14.64%
FTSE/Athex Travel & Leisure 1,963.12 1,732.48 1,540.34 2,183.50 13.31%
FTSE/Athex Utilities 5,151.00 4,602.67 4,264.97 5,607.62 11.91%
FTSE/Athex Banks 574.93 518.99 405.46 639.42 10.78%
FTSE/Athex Construction & Materials 2,978.90 2,761.06 2,565.75 3,422.77 7.89%
FTSE/Athex Insurance 1,994.86 1,909.42 1,808.06 2,192.44 4.47%
FTSE/ATHEX Real Estate 4,812.09 4,825.18 4,187.35 5,770.64 -0.27%
FTSE/Athex Retalil 49.22 49.57 46.54 58.68 -0.71%
FTSE/Athex Financial Services 749.05 763.95 679.98 843.74 -1.95%
FTSE/Athex Personal Products 8,724.26 9,043.89 8,256.95 9,116.06 -3.53%
FTSE/Athex Consumer Goods & Services 7,260.09 7,781.92 6,939.31 9,231.17 -6.71%

Source: Daily official list of trading activity of the ATHEX (31/12/2021 and 31/12/2020).
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FIGURE 1.5.1

Average daily value of the KEPE GRIV index per month from Dec. 2020 to Dec. 2021
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Source: Centre of Planning and Economic Research.

cial Services (-1.95%), FTSE/Athex Retail (-0.71%) and
FTSE/ATHEX Real Estate (-0.27%).

According to ATHEX data (2021), the market capitali-
zation of the ATHEX (assets under custody of domes-
tic and foreign investors in total listed equities with the
participation of the Financial Stability Fund) reached
€56.53 billion at the end of December 2021, increased
by 2.7% compared to the end of the previous month
(€55.04 billion), while a significant increase was record-
ed compared to the end of December 2020, which was
at €44.98 billion. The participation of foreign investors
(with the participation of the Financial Stability Fund)
was 62.45%, with foreign investors recording inflows
of €41.59 million in December 2021 and 53.5% of total
transactions. Furthermore, according to ATHEX data
(2021), the value of transactions for the whole market
reached €1,072.93 million in December 2021, reduced
by 43.51% compared to December 2020. However,
considering the (whole) year 2021, the cash value of
settled transactions of equities amounted to €17.49
billion, higher compared to the year 2020, which was
at €16.05 billion.

Finally, the KEPE GRIV implied volatility index, i.e., the
so-called “fear” index, recorded a decrease in Decem-
ber 2021. The KEPE GRIV index reflects the uncer-
tainty 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 decreased
in December 2021, reaching 28.10% on 31/12/2021
from 32.40% on 30/11/2021. The evolution of the index

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

June-21
July-21
Aug-21
Sept-21
Oct-21
Nov-21
Dec-21

indicates a decrease in uncertainty for the expected
short-term course of the Greek market compared to
the end of the previous month. The index remained
below its historical average level (since January 2004)
for the Greek market, which stands at 32.68%. Moreo-
ver, in December 2021, the average daily value of the
index increased, reaching 30.67% from 25.95% in No-
vember 2021 (Figure 1.5.1). The year 2021 ended with
the KEPE GRIV index at a higher level compared to the
end of 2020, which was 23.97% on 31/12/2020, reflect-
ing the concerns about the course of the pandemic
and the new Omicron variant.

1.5.3. Greek Government T-bills,
Greek Government bonds and corporate bonds

Successful issues of the Greek Government T-bills
and bonds were recorded in 2021 at low borrowing
costs. As shown in Table 1.5.3, negative returns were
observed in all 13-, 26- and 52-week T-bills issued in
2021, with the latest issue of the year (26-week T-bill)
reaching -0.46%.

In addition, 5-, 10- and 30-year bonds were issued dur-
ing the year. The most recent simultaneous reissue of
5-year and 30-year bonds was in September 2021, with
the reissue of the five-year bond (0% coupon) having
a new record-low yield of 0.02%. Looking at the over-
all course of Greek government benchmark bonds,
according to the Bank of Greece data, the average
monthly yield of 3-year Greek government bonds was
reduced in December 2021 compared to December
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TABLE 1.5.3 Greek Government T-bills yields (issues of 2021)

Auction date 13 weeks Auction date 26 weeks Auction date 52 weeks
3/11/2021 -0.43% 29/12/2021 -0.46% 8/12/2021 -0.40%
6/10/2021 -0.40% 1/12/2021 -0.43% 8/9/2021 -0.31%
4/8/2021 -0.40% 26/10/2021 -0.41% 9/6/2021 -0.31%
7/7/2021 -0.40% 29/9/2021 -0.39% 10/3/2021 -0.22%
5/5/2021 -0.40% 25/8/2021 -0.39%
7/4/2021 -0.32% 28/7/2021 -0.39%
3/2/2021 -0.32% 30/6/2021 -0.39%
5/1/2021 -0.32% 2/6/2021 -0.36%

28/4/2021 -0.32%

31/3/2021 -0.24%

24/2/2021 -0.28%

27/1/2021 -0.28%

Source: Ministry of Finance.

FIGURE 1.5.2
Monthly average yield (%) of Greek Government benchmark bonds (Dec. 2020-Dec. 2021)
for maturities of 3, 5, 7, 10, 15, 20 and 30 years
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2020, remaining at negative levels throughout the year. largest increase. Note that fluctuations were observed

On the contrary, the average monthly yield of Greek  during the year with bonds of 3, 5, 7, 10, 15 and 20
government bonds with maturities of 5, 7, 10, 15, 20 years recording the lowest average monthly yields of
and 30 years increased in December 2021 compared  the year in August 2021 and the 10-year bond reach-
to December 2020, with 30-year bonds showing the  ing a historically low level.
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Focussing on corporate bonds, according to ATHEX
(2021) data, the course of the corporate bond indices
was also positive, with the Hellenic Corporate Bond
Price Index? recording a return of 1.57% and the Hel-
lenic Corporate Bond Index® recording a return of
4.61% in 2021.* Moreover, the cash value of settled
transactions of corporate bonds increased, reaching
€245.42 million in 2021, from €189.44 million in 2020.
Note that €1.42 billion was raised in 2021 from sev-
en new corporate bond issues, recording an increase
compared to the €1.02 billion raised from three corpo-
rate bond issues in 2020.

1.5.4. The course of the institutional
management sector

The year 2021 was a very positive year for the institu-
tional management sector. According to the Hellenic
Fund and Asset Management Association (HFAMA)
(2022) data, the total amount of funds under manage-
ment amounted to €22.2 billion on 31/12/2021, record-
ing an increase of 23.23% compared to the beginning
of the year and an increase of 9.21% compared to the
previous quarter. The composition of these funds on
31/12/2021 concerned 50.2% in Undertakings for Col-
lective Investment in Transferable Securities (UCITS),
33.7% in the Asset Management sector, 15.5% in Real
Estate Investment Companies (REICs)® and 0.6% in Al-
ternative Investment Funds (AIFs).

An impressive increase was recorded in the total as-
sets of UCITS managed by Greek Mutual Fund Man-
agement Companies, reaching €11.13 billion on
31/12/2021 (€8 billion in UCITS Law 4099/12 and €3
billion in EU UCITS), an increase of 37.5% since the
beginning of the year and 6.1% compared to the previ-
ous quarter (Figure 1.5.3). Thirty-one percent of these
assets are bond funds, 23% balanced, 24% Funds of
Funds, 15% equity, 4% specialist and 3% money mar-
ket. Note that the inflows of funds to UCITS contin-
ued for the seventh consecutive quarter, with total in-
flows of the last quarter of 2021 reaching €478 million,
while the total inflows since the beginning of the year
reached €2.5 billion.

Positive returns were recorded in all the individual cat-
egories of equity and balanced funds with the highest
returns for Equity Funds — North America (24.56%), Eq-

2. Based on the net price of each bond.

FIGURE 1.5.3
Total assets under management of UCITS,
million € (31/12/2017-31/12/2021)
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Source: Hellenic Fund and Asset Management Association.

FIGURE 1.5.4
Equity Funds - Greece assets, million €
(31/12/2017-31/12/2021)
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uity Funds — Developed Markets (22.99%), Equity Funds
— Emerging Markets (19.34%) (see HFAMA, 2022). Note
that Equity Funds — Greece recorded a return of 16.66%,
with all individual funds recording positive returns rang-
ing from 11.13% to 25.90% and total assets increased
by 27.90% since the beginning of the year (Figure 1.5.4).

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

4. Returns on 29/12/2021 according to the daily official list of trading activity of the ATHEX of 31/12/2021.

5. On 30/6/2021 (latest published data), see Hellenic Fund and Asset Management Association (2022).
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1.5.5. Conclusions

The year 2021 ended with increased capitalization and
positive returns for the stock market with the medium
capitalization stocks and the technology sector stand-
ing out. Moreover, the successful public issues provided
financing with low borrowing costs, reflecting the confi-
dence of international markets in the Greek economy.
The course of the institutional management sector was
also positive, with increased funds under management,
inflows and positive returns in all the individual catego-
ries of Equity Funds and Balanced Funds.

The strengthening of the Greek capital market is a
priority for the year 2022, given the conditions of un-
certainty created by the pandemic and the Omicron
variant, as well as the inflationary pressures on energy
and raw materials. The continuation of capital raising
observed in 2021 (€7.82 billion raised in ATHEX reg-
ulated market - main market, €6.40 billion from share

capital increases and €1.42 billion from corporate
bonds)® could operate in addition to the funding tradi-
tionally provided by banks to boost the real economy.
Finally, regarding the strengthening of the credibility of
the Greek capital market, note that 2021 was the first
year of implementation of the law on corporate govern-
ance, and at the beginning of 2022, the consultation of
the bill of the Ministry of Finance for the modernization
of the operating framework of the Hellenic Capital Mar-
ket Commission was completed.

References
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6. See ATHEX, Capital Raised, 1% and 2" semester 2021. <https://www.athexgroup.gr/el/web/guest/info-markets-activity-publications-

capital-raised-securities-market>
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1.6. International environment:
Recent developments and prospects
of the global economic activity

Aristotelis Koutroulis

The global economy continues to recover. However,
progress toward recovery is clouded by new sources
of uncertainty and downside risks. Shielding the nation-
al economies from these risks requires international co-
operation and closer coordination of individual national
policies.

1.6.1. Trends and developments in the global
economy

Following a sharp contraction of 3.4 percentage points
in 2020, the world economy entered a phase of dy-
namic recovery with GDP growth rates estimated to
range from 5.5 to 5.9 per cent in 2021 (see Table
1.6.1). Increases in key components of demand (e.g.,
private consumption and investment), macroeconom-
ic policy support, favourable financial conditions and
vaccination progress have all contributed to the recov-
ery of the global economy.

The rebound of economic activity has significantly
improved the economic climate. Nevertheless, rela-
tive to pre-pandemic projections, global GDP in 2021
is estimated to be 3 percentage points lower (OECD,
2021; UN, 2022). Due to insufficient vaccination cov-
erage and limited fiscal space, output losses were
particularly large in low- and middle-income devel-
oping economies (OECD, 2021). Countries featuring
a poor productive base and/or a disproportionately
high dependence on tourism have registered large
output losses as well.

Over the next two years, the world economy is expect-
ed to continue recovering. However, global growth
momentum is set to lose steam amid a wide array of
negative factors (e.g., demand-supply imbalances,
remaining bottlenecks in the production and delivery
of energy and other products, rising inflationary pres-
sures and the slowdown of economic activity in China
and the US) (IMF, 2022). According to international or-
ganizations, the deceleration of the global economic
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recovery is estimated to range from 1.1 to 1.4 percent-
age points (see Table 1.6.1).

1.6.2. Inflation and Unemployment

After a long period of sluggish inflationary pressures
and low inflation expectations, the sharp rise in in-
flation over the past months took households, busi-
nesses, and analysts by surprise. Indeed, even in
advanced economies, where monetary authorities
place emphasis on price stability, inflation has moved
beyond central bank targets. The problem is particu-
larly worrisome in the USA, where the average annual
inflation in 2021 exceeded 4% (see Table 1.6.2).

The list of factors that served to aggravate inflationary ten-
dencies is comprised of supply-side bottlenecks, steep
increases in the prices of energy and food products, and
demand-supply imbalances. Looking ahead, inflation is
estimated to remain high in most regions of the world
(see Table 1.4.2). However, the gradual consumer de-
mand shift from goods to services along with produc-
tion normalization and tighter monetary conditions
are expected to exert downward pressures on infla-
tion during the second half of 2022 (IMF, 2022).

Regarding labor market conditions, statistical data
give rise to a mixed picture. In several advanced econ-
omies, the evolution of employment appears to be
more compatible with economic recovery. So, if cur-
rent trends continue over the medium term, it is ex-
pected that employment rates in most advanced econ-
omies will return to their pre-pandemic levels by the
end of 2022 (see Table 1.6.3) (OECD, 2021). On the
contrary, stagnant labor markets in developing econ-
omies, combined with faster growth rates of the work-
force, create negative expectations for the near future.
The differentiation between advanced and developing
economies partly reflects the limited fiscal space and
the workforce’s low vaccination rates in most regions
of developing world (UN, 2022).

So far, the improved conditions in the labor markets
of advanced economies have not benefited all work-
ers equally. Specifically, in key industries of the ter-
tiary sector —tourism, travel services, catering and
accommodation- the pandemic continues to restrain
the recovery of productive activity and employment.
Given that most jobs in these sectors are assigned to
low-skilled and low-paid workers, this development
deteriorates the living conditions of the most vulnera-
ble groups of workers, thereby sharpening social and
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economic inequalities (UN, 2022). At the same time,
several productive sectors in advanced economies
are experiencing labor shortages (EC, 2021; OECD,
2021; and UN, 2022). In general, the coexistence of
unemployment and job vacancies resulting from the
mismatch between skills and job opportunities is not
a new phenomenon. However, economists have re-
cently observed an adverse change in the relationship
between the unemployment rate and the number of
job vacancies with the two variables moving upwards
simultaneously. According to most analysts, this de-
velopment is attributed to changes in the behavior of
consumers, businesses and workers caused by the
pandemic (e.g., change in the composition of con-
sumer spending in favor of manufacturing products,
rapid growth of online economic transactions, industri-
al automation acceleration, reduced geographical and
sectoral labor mobility, etc.) (EC, 2021; OECD, 2021;
and UN, 2022).

1.6.3. World trade and commodity prices

In 2021, global trade improved remarkably with the rate
of expansion exceeding 9 percentage points (see Ta-
ble 1.6.4). The strength of the rebound owns, primari-
ly, to the rapid increase of demand for manufacturing
products during the first half of 2021. Unlike trade in
goods, trade in services remained subdued due to the
slow recovery of international tourism (World Bank,
2022).

Global trade expansion began to decelerate in the sec-
ond half of 2021. Among the factors contributing to this

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

services)

2020 2021* 2022** 2023**
IMF -8.2 9.3 6 4.9
OECD -8.4 9.3 4.9 4.5
wB -8.2 9.5 5.8 4.7
UN -8.3 11 57 4

Sources: IMF, World Economic Outlook Update,
January 2022; OECD, OECD Economic Outlook (Vol.
2022/2); United Nations, World Economic Prospects
and Situation, January 2022; World Bank, Global Eco-
nomic Prospects, January 2021.

* Estimations, ** Projections.
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development, particularly influential were: (a) the slow-
down of demand for industrial products, and (b) the
conditions of congestion that prevailed in the produc-
tion, delivery, and transportation of major intermediate
and final goods. On the assumption that the situation
in global industrial production will normalize and that
there will be no further trade tensions between major
economies, the growth rate of global trade in 2022 will
range from 5 to 6% (see Table 1.6.4).

Regarding commodities prices, oil, natural gas and
coal prices rose particularly sharply over the past 18
months. While the energy price surge is driven by a
common factor (rising demand coupled with sup-
ply-side disruptions), extraordinary circumstances have
played a key role as well. Specifically, stronger than
anticipated demand for electricity generation, oil ex-
traction and refinery disruptions were due to extreme
weather in February 2021 and Hurricane Ida last Au-
gust added to international oil price pressures. Con-
cerning coal, very unusual incidents (floods in Indone-
sia and Australia the derailment of a train carrying coal
in South Africa, strict pandemic-control measures in
China) had similar effects on the international price of
coal. As for natural gas, exceptionally high demand for
liquidated gas from China, the low production of elec-
tricity by wind turbine generators based in Europe, and
finally, Russia’s efforts to stockpile part of the pumped
natural gas have all exerted upward pressures on gas
prices (OECD, 2021).

According to the World Bank, prices for other commod-
ities rose as well. Specifically, historically large price in-
creases were recorded for tin (due to high demand on
the part of manufacturers of electronics) and aluminum
(due to reduced production in China). Concerning ag-
ricultural products, the average annual price increased
by 23 percentage points in 2021. The peak of food
prices reflects China’s rising demand for cereals and
vegetable oil, increased prices of inputs used in ag-
riculture, and poor harvests due to adverse weather
conditions. (World Bank, 2022).

1.6.4. Downside risks and international policy
coordination

After a severe economic crisis and two years into the
Covid-19 pandemic, current economic trends and
vaccination rates across the globe should have made
each one of us more optimistic about the future. They
have not. The global economy remains susceptible to
several ‘old’ downside risks —extreme weather events
due to climate change, increasing protectionism and
geopolitical tensions. Moreover, new sources of un-
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certainty and risks —supply bottlenecks, high energy
prices, rising inflation, and deteriorating financial con-
ditions— put additional pressure on an already fragile
recovery.

With public deficits and debts in several economies
at record highs and monetary policy reaching its lim-
its, most governments have no policy space to shield
their economies from the new and old risks. Against
this background, national fiscal and monetary author-
ities across the globe are expected to coordinate their
policies. However, as detailed in the reports of inter-
national organizations, designing and implementing
a global policy architecture that will mobilize govern-
ments towards cooperation while maintaining a bal-
ance between different countries’ national goals is quite
challenging.
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2. Fiscal developments
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State Budget, public debt, and fiscal
figures perspectives

Elisavet I. Nitsi

2.1. Execution of the 2021 State Budget

The 2021 State Budget execution, according to the
most recent data of the General Accounting Office,’
on a modified cash basis, shows a significant deficit of
14,872 million euros or 8.39% of Gross Domestic Prod-
uct (GPD),? against 22,806 million euros or 13.79% of
GDP in 2020, but much lower than the targets set by
the 2021 State Budget and the MTFS 2022-2025, as
well as the estimated deficit of the 2022 State Budget
of a deficit around 17,500 million euros or 10% of GDP
(Table 2.1.1). Accordingly, the primary balance is also
deficient, as it reached 10,327 million euros or 5.81%
of GDP, against a deficit of 18,195 million or 11.01% in
2020 and targets for a primary deficit of around 13,000
million euros or 7.5% of GDP based on the 2021 State
Budget, the MTFS of 2022-2025, as well as the 2022
State Budget (Table 2.1.1). It is obvious that the 2021
State Budget execution is improved compared to the
forecasts and estimates due to the significant growth
of the Greek economy that exceeded the ominous
forecasts owing to the Covid-19 pandemic and the
measures taken to address both the health crisis and
the consequent economic crisis resulting from the
lockdown of the economic activity and the need to
support the real economy.

The economic recovery resulted in a significant in-
crease of the 2021 State Budget’s net revenues and a
simultaneous reduction in expenditures compared to
the corresponding period of the previous year. More
specifically, net revenues of the 2021 State Budget
amounted to 54,878 million euros, up by 7,514 million
euros or 15.86%, as well as the targets set by the 2021

State Budget, which projected that revenues were set
to reach 52,970 million euros, a gain of 1,908 million
euros or 3.6%. Economic growth has led to upward
revisions of revenue figures to 53,132 million euros
in the MTFS 2022-2025 and to 53,420 million euros
in the latest estimate in the 2022 State Budget, with
the discrepancy being limited to 1.5 billion euros. The
increase can be attributed to increased VAT revenue,
transfers (including revenue of ANFAs amounting to
644 million euros, which was not foreseen to be col-
lected, while it is estimated that about 300 million eu-
ros was not collected due to the extension of the dead-
line for payment of traffic fees) and the inflow of funds
from the Recovery and Resilience Fund.

Expenditures amounted to 69,750 million euros, show-
ing a decrease of 419 million euros or 0.6% compared
to 2020. However, there is a large deviation from the
expenditures that were initially foreseen by the 2021
State Budget, by 1,939 million euros or 2.86%, as at
the time of its submission, the evolution of the pan-
demic with the new mutation, “Delta”, was not expect-
ed. This led to a new lockdown and restrictions in the
economic activity, which required an increase in trans-
fers through the Public Investment Program to meet
the financing needs of both the health system and the
anti-pandemic measures.

More specifically, revenues of the 2021 State Budget
amounted to 59,981 million euros, showing an in-
crease of 6,945 million euros or 13.1% compared to
the corresponding period of the previous year, an in-
crease that was partly foreseen in the target set by the
2021 State Budget and the MTFS 2022-2025 (1,755
million euros or 3% and 2,029 or 3.5%, respectively),
as well as the latest estimate of the 2022 State Budget
(1,901 million euros or 3.27%), which projected that
revenues were set to reach 54,710 million euros, a loss
of 7,346 million euros or 13.4%. It is worth mentioning
the significant rise in revenue from tax collection that
reached 48,126 million euros, much higher than 2020,
by 4,928 million euros or 11.4%. As for the targets set
in the 2021 State Budget, they were very optimistic.

1. The State Budget Execution Bulletin, December 2021, Ministry of Finance, January 2022.

2. According to the GDP projections for 2021 from the 2022 State Budget.
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TABLE 2.1.1 State Budget 2021, million euros on a modified cash basis

2020 2021
Outcome' Outcome' Budget MTFS 2022-2025 Budget
Forecasts 20212 Forecasts® Estimates 2022
State Budget
Net Revenue 47,364 54,878 52,970 53,132 53,420
Revenue 53,036 59,981 58,226 57,952 58,080
Taxes
From which: 43,198 48,126 48,652 45,792 46,860
VAT 15,008 17,431 17,492 16,867 17,036
Excise taxes 6,427 6,659 6,599 6,573 6,540
Property taxes 2,427 2,652 2,847 2,607 2,549
Income taxes 13,589 14,697 15,429 12,961 13,975
Social contributions 54 55 54 55 55
Transfers 6,537 8,690 6,951 8,982 8,177
Sales of goods and services 507 611 603 623 590
Other current revenue 2,731 2,495 1,636 2,163 2,369
Sales of fixed assets 8 4 330 336 30
Tax refunds 5,672 5,103 5,256 4,820 4,660
Recovery and Resilience
Facility Funds® 0 2,310 2,635 4,029 2,310
Expenditure 70,169 69,750 67,811 70,071 70,907
Compensation of employees 13,335 13,494 13,544 13,481 13,472
Social benefits 137 281 199 194 271
Transfers 38,751 37,038 31,394 36,806 37,605
Purchases of goods
and services 1,618 1,922 1,251 1,832 2,044
Subsidies 248 346 80 80 345
Interest payments
(gross basis) 4,774 4,873 4,510 4,760 4,801
Other current expenditure 29 52 91 91 89
Non allocated expenditure
(without PIP) 0 0 4,709 1,579 671
Purchase of fixed assets 631 2,672 2,646 2,647 2,657
Public Investment Program (PIP)
Revenue® 5,542 4,569 4,192 4,793 4,793
Expenditure” 10,647 9,001 6,750 10,647 8,950
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TABLE 2.1.1 (continued)

2020 2021
Outcome' Outcome!'

State Budget Primary
Balance?®® 11 -18,195 -10,327
% GDP -11,01 -5,81
State Budget Balance®® %" -22,806 -14,872
% GDP -13,79 -8,37
GDP* 165,326 177,608

Budget MTFS 2022-2025 Budget
Forecasts 20212 Forecasts® Estimates 2022*
-12,946 -13,359 -12,949
-7,29 -7,52 -7,29
-17,487 -17,939 -17,487
-9,85 -10,10 -9,85
177,608 177,608 177,608

Source: Budget Introductory Report 2021 and 2022, Ministry of Finance.
Medium-Term Fiscal Strategy Framework (MTFS) 2022-2025, Ministry of Finance.
State Budget Execution, General Accounting Office, Ministry of Finance, January 2022.

Notes:

1. The data for the revenues and expenditures of the State Budget for the years 2020 and 2021 are temporary and will be finalized with
the ratification of the Revenue and Expenditure Report of the State for the fiscal years 2020 and 2021.

. Budget estimates, as depicted in the 2021 Budget Introductory Report.

. Budget estimates, as depicted in the Medium-Term Fiscal Strategy Framework 2022-2025.

. Budget estimates, as depicted in the 2022 Budget Introductory Report.

. Public Investment Budget revenues are included in lines “Transfers” and “Other current revenues”.

2
3
4
5. Revenues from the Recovery and Resilience Facility Fund are included in lines “Transfers”.
6
7

. Public Investment Budget expenditure include around 336 million euros, which are financed by the REACT EU program and will be

settled within the fiscal year 2022.
8. + surplus, - deficit.

9. Outcome includes the settlement program of previous years’ arrears and pending pension applications.
10. Data is presented according to the new economic classification (Presidential Decree 54/2018).
11. The State Budget balance includes 5.8 million euros of expenditure, which were not accounted for at the time of publication of

the bulletin.

12. The GDP estimate for 2021 as reflected in the estimates of the Introductory Report of the 2022 Budget.

Compared to 2020, an even greater increase by about
500 million euros or 1% was expected. This forecast
was revised to the worst in the MTFS 2022-2025, when
the problems due to the pandemic became obvious
(2,334 million euros or 5.1%), while the estimate of the
2022 State Budget reduced the discrepancy to 1,266
million euros or 2.7%, due to the economic recovery.
Larger increases compared to 2020 were recorded for
VAT receipts (2,423 million euros or 16.1%) and in-
come tax revenues (1,108 million euros or 8,2%). In
addition, transfers increased by 2,153 million euros or
32.9%. It should be noted that increased revenues are
due to inflows of 2,310 million euros from the Recovery
and Resilience Facility Fund.

Simultaneously, the 2021 State Budget shows a de-
crease in its expenditures, as they amounted to 69,750
million euros, lower by 419 million euros or 0.6% com-
pared to 2020. Expenditures were expected to be even
lower in the 2021 State Budget, as the target was set at

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

67,811 million euros, that is 1,939 million euros or 2.9%
lower from their actual level. However, while the MTFS
2022-2025 forecast was rather close —a deviation of
321 million euros or 0.5% higher- the latest estimate
of the 2022 State Budget predicted expenditures even
higher, by about 900 million euros, from the MTFS
2022-2025. This decrease is owed to transfers (1,713
million euros or 4.4% compared to 2020), through the
Public Investment Program, to cover the needs creat-
ed by the pandemic and the measures to support the
real economy. On the other hand, expenditures for the
purchase of fixed assets, amounting to 2,672 million
euros, are increased by 2,041 million euros or 323.5%
compared to 2020, but this fact was foreseen in all rel-
evant targets and estimates.

The Public Investment Program (PIP) shows a signif-
icant decrease in both revenue and expenditure, as
expenditures for dealing with the pandemic were lower
relatively to 2020. Revenues amount to 4,569 million
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euros, lower by 973 million euros or 17.6% compared
to the 2020 outcome, and 224 million euros or 4.7%
against the target set by the MTFS 2022-2025 and the
2022 State Budget. However, the 2021 State Budget
had foreseen more revenues from the PIP, by 377 mil-
lion euros or 9%. Respectively, expenditure, amount-
ing to 9,001 million euros, increased by 5,005 million
euros or 88.7% compared to 2019, and 3,897 million
euros or 57.7% by the target set in the 2020 State
Budget. This increase in both revenue and expendi-
ture was clearly projected from the corresponding es-
timate of the 2021 State Budget.

Overall, improved revenues combined with restrained
expenditures significantly improved the fiscal result, as
well as the balance of the State Budget. Graph 2.1.1
presents the evolution of the primary deficit/surplus in
the period 2008-2021, accompanied by the evolution
of GDP. The period ranges from 2008, before the debt
crisis of the Greek economy, until the latest data. The
graph shows that in 2020, the GDP is at the lowest
observed in the whole period under consideration,
while it recovered a significant part of the loss in 2021.
Moreover, the estimate for the primary balance deficit
reached 11% of GDP in 2020, two percentage points

GRAPH 2.1.1

of GDP more than the 2009 deficit that led the country
into the consolidation program, a deficit reduced by
half in 2021.

Regarding the targets set, the deviations from the State
Budget submitted for 2021 are due to the underesti-
mation of the course of the pandemic, as the mutation
“Delta” of the original SARS-Cov-2 virus, which was
highly contagious and lethal, as well as to the euphoria
for the end of the pandemic due to the discovery of
the vaccine. However, the magnitude of the needs and
measures necessary to address both the financial im-
plications of the lockdowns and the increased needs
of the healthcare system was soon realized, and the
estimates of the MTFS 2022-2025 and the 2022 State
Budget Report were adjusted accordingly.

Finally, it should be noted that since June 2021,
the Harmonized Consumer Price Index (CPI) has in-
creased, after a period of one year of continuous de-
cline due to reduced demand owing to the economic
crisis caused by the pandemic. This increase is due to
the particularly high international prices of oil and the
energy sector in general, but also to the rise in food
and transport prices. Thus, the increase in inflation in
2021 reached 5.1%,2 which is mainly imported due to

Gross Domestic Product (GDP) and State Budget Primary Deficit/Surplus 2008-2021

(in % of GDP and billion €)
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Source: Budget Introductory Report, several issues. State Budget Execution, General Accounting Office, Ministry of Finance,

January 2022.

Note: 2021 is an estimation from the State Budget of 2022.

3. ELSTAT, Consumer Prices Index, Press Release, 13 January 2022.
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the developments in the prices of energy, raw materi-
als, and basic goods. However, it will have a significant
impact on the disposable income of Greek house-
holds and the operating costs of businesses, which in
turn will lead to a reduction in household consumption
expenditure, investment and the volume of exports of
goods, losses which were attempted to be mitigated
by measures taken against the energy crisis.

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

According to the latest data available from the Gener-
al Accounting Office,* for the third quarter of 2021, the
Central Government’s debt amounted to 386,824.51
million euros, showing a small decrease of approx-
imately 500 million euros (0.13%) compared to the

previous quarter, while it is increased by 12.8 billion
(3.43%) in relation to end of the year 2020 and 21.9
billion (6.02%) compared to the corresponding quar-
ter of 2020. In addition, cash deposits showed an in-
crease of 1.6 billion (0.42%) compared to the previous
quarter and 2.2 billion (0.59%) compared to the end
of 2020 and just 569 million euros (0.16%) in relation
to the corresponding quarter in 2020. The observed
debt increase can be attributed mainly to the increase
in borrowing used to finance the increased budget ex-
penditures to finance all measures needed to support
the health system and the economy due to the pan-
demic and the ensuing economic crisis.

The composition of Central Government debt in the third
quarter of 2021 is presented in Table 2.2.1. Based on
the type of interest rate, fixed versus floating, the Cen-
tral Government debt, on a percentage basis, amount-

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

Period 2020 (C’ quar.) 2020 (D" quar.) 2021 (B quar.) 2021 (C’ quar.)
Outstanding Central Government Debt 364,864.58 374,005.73 387,328.87 386,824.51
Debt by type of interest rate

Fixed rate? 352,459.18 361,663.54 381,518.94 382,182.62
Floating rate®? 12,405.40 12,342.19 5,809.93 4,641.89
Debt by way of trading

Tradable 77,716.16 78,541.20 92,571.60 94,385.18
Non-Tradable 287,513.29 295,464.53 294,757.27 292,439.33
Debt by currency

Eurozone 360,851.07 369,891.67 386,554.21 386,050.86
Non-Eurozone currencies 4,013.51 4,114.06 774.66 773.65
Non-Eurozone currencies* 19,527.80 17,891.90 18,484.40 20,097.70
Debt guaranteed by the Central Government 14,330.54 14,306.26 19,776.11 19,601.19

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 euros on 31/6/2021 and 30/9/2021.

* Estimates.

4. Public Debt Bulletin, September 2021, General Accounting Office, Ministry of Finance.
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ed to 98.8% and 1.2%, respectively. The change in the
composition of debt in favor of floating rates continues,
although at a diminishing rate compared to the pre-
vious quarter (98.5% and 1.5%), but mainly regarding
the corresponding quarter of 2020 (96.6% and 3.4%,
respectively). An analogous change is observed in fa-
vor of the non-tradable to tradable debt, which stood at
24.4% and 75.6%, respectively, over the period consid-
ered. Finally, the composition of Central Government
debt by currency remained essentially unchanged
compared with the previous quarter, 99.8% in euro cur-
rency, and shows little variation compared 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 stabilized in the last quarter, in com-

parison to the end of 2020, which were particularly high
as they include the “Hercules” scheme, that is, guaran-
tees to deal with Covid-19 and guarantees to banks.

The distribution of debt, based on the residual maturity in
the third quarter of 2021, is reflected in Table 2.2.2. Short-
term Greek Government securities (with maturity less
than one year) represent 13.45% of the total, compared
to 11.6% from the medium-term notes (with maturities of
one to five years), and 74.9% from long-term issues (ma-
turity after five years) of 13.7%, 11.2% and 75.1%, respec-
tively, which was the previous quarter of 2021. Compared
to the same quarter of 2020, a decrease in the share of
short-term and medium-term securities is observed
with a corresponding increase in the securities.

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

Period 2020 (C’ quar.)
Total volume 364,864.58
Short-term (up to 1 year) 46,992.01
Medium-term (1 to 5 years) 39,314.45
Long-term (more than 5 years) 278,558.12

2020 (D’ quar.) 2021 (B" quar.) 2021 (C’ quar.)

374,005.73 387,328.87 386,824.51
52,461.48 53,053.05 52,186.90
39,861.04 43,327.99 44,858.30

281,683.21 290,947.83 289,779.31

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.

GRAPH 2.2.1

Composition of borrowing for the third quarter of 2021
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Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.
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GRAPH 2.2.2

Redemption schedule of Budgetary Central Government debt on 30/9/2021 (amounts in million euros)
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Source: Public Debt Bulletin, General Accounting Office, Ministry of Finance.

Notes: Securities’ maturities are smoothed with debt repurchases and management operations.
Including extension of EFSF loans agreed at the Eurogroup of 22-6-2018.

The average residual maturity of the total Central Gov-
ernment debt stood at 18.93 years, slightly reduced
from that of 19.90 years in the corresponding quarter
of 2020. Moreover, the average residual maturity of the
total Central Government debt amounted to 9.95 years,
displaying a decline from the 10.06 years in 2020. The
new borrowing for the third quarter of 2021 decompos-
es to 52.5% of fixed bonds, 38.8% of Treasury bills,
6.6% of SURE loans, and 2.1% of the loans comes from
European Investment Bank (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 rest of the year (2021), the disper-
sion of the burden of redemption of public debt has
now leveled, with few exceptions, at less than 10 billion
euros per year until 2070.

In conclusion, the debt remained essentially stable in the
third quarter of 2021, a fact that shows that the financing
needs of the Greek economy in this period, although in-
creased due to the pandemic and the measures to deal
with it, was covered by the existing State Budget without
requiring additional funds from external borrowing.

2.3. Fiscal figures perspectives

The Greek economy is expected return to normality in
2022. This means a full recovery in GDP from the 2020
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losses. This will occur from increased economic activity,
as the country returns to normality in terms of the health
crisis. The significant percentage of already vaccinated
citizens, combined with extra measures for the unvacci-
nated and the obligatory vaccination for people over 60
years of age, allows the unobstructed operation of the
markets, but also the economic relations internationally,
which leads to a significant further recovery of tourism
with a significant increase in revenues (increase of 60%
compared to 2021).

In addition, significant capital inflows from the Recovery
and Resilience Facility Fund, expected to reach 3,199
million euros, will give a significant boost to the coun-
try’s growth, forecasted to reach 2.9 percentage points
of GDP, without considering the leverage through the
contribution of forthcoming reforms. Moreover, devel-
opment measures to improve the business environment
and increase household incomes through measures to
address the pandemic, such as reducing the corporate
income tax rate from 24% to 22%, providing incentives
for small and medium-sized enterprises to merge, tax
incentives for the use of electronic transactions, the ab-
olition of the tax on parental benefits and the increase of
the minimum wage, are factors in increasing the growth
of the economy. The above seems to lead to a signifi-
cant reduction of the deficit and an improvement of the
balance of payments deficit to pre-crisis levels.

However, regarding the evolution of the pandemic,
although it is not expected to cause shocks in the
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Greek economy, the risk has not been removed, as
there is always uncertainty due to possible mutations
and the continuation of vaccination coverage of the
population. Thus, in the 2022 State Budget, interven-
tions have already been foreseen with a total cost, on
a cash basis, of 3,297 million euros, of which 2,038
million euros relate to the revenue side and 1,259 mil-
lion to the expenditure, amounts significantly reduced
compared to 2021, as the return to some regularity is
expected due to the significant percentage of vacci-
nated citizens. On the revenue side, the interventions
concern the reduction of insurance contributions, the
suspension of payment for the Special Solidarity Con-
tribution, the reductions in housing rents, the reduc-
tion of VAT on transport services, alcoholic beverages,
spectacles, etc. On the expenditures side, the inter-
ventions concern the coverage of health expenditures
and extraordinary expenditures of the Central Govern-
ment due to the Covid-19 pandemic, the coverage of
insurance contributions and the subsidy of 200 euros
for the long-term unemployed, the Bridge 2 and SYN-
ERGASIA programs, etc.
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In addition, price increases in energy, raw materials,
transport, and the supply chain in general, pose a
significant risk to the Greek economy and its growth
rate and, consequently, to fiscal revenues. The war in
Ukraine and its aftermath have burdened energy and
commodity prices even more, as Russia is the major
exporter of natural gas to Europe and, together with
Ukraine, is a major exporter of cereals. Furthermore,
inflationary pressures create conditions for a negative
impact on nominal GDP. Another negative factor for
growth could arise from the limitation of the expan-
sionary policy pursued over the last two years due to
the pandemic. Reducing support for economic activity
can have a negative effect in the short term.

It should be noted that a slowdown in economic recov-
ery can potentially result from natural disasters, which
are becoming more frequent due to climate change.
Finally, it is particularly important to emphasize that
any obstacles to the timely implementation of the Re-
covery and Resilience plan will lead to a lag in invest-
ment and therefore economic activity, thus holding
back the economic growth of the Greek economy.
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3. Human resources and social policies

KEPE, Greek Economic Outlook, issue 47, 2022, pp. 51-58

3.1. Recent developments in key
labour market variables

loannis Cholezas

3.1.1. Introduction

The labour market continued to recover in 2021. Em-
ployment rebounded, but without fully compensating
for the losses in 2020, as revealed from the compar-
ison with 2019. The data for the first nine months of
the year show that the evolution of female employment
and youth employment falls short of that of males and
individuals aged 30-64, respectively. Labour market
participation declined, since some groups were dis-
couraged by the pandemic. The analysis of employ-
ment changes by sector of economic activity leads to
some alarming findings. One finding that needs to be
further researched is the increase in the number of the
self-employed in the last two years, probably as a con-
sequence of the measures implemented to support
employment or as a last resort for those who cannot
find jobs as employees. Part-time employment seems
to increase at a slower pace compared to full-time em-
ployment, perhaps because sectors that use it exten-
sively have not recovered yet, but at least it seems less
of a forced choice than before. The decrease in the
number of the underemployed also points to an im-
provement in labour market conditions, even though
it is not equally experienced by all population groups.
Reviewing developments in paid employment does
not change the general conclusions, but it allows an
in-depth analysis by sector and occupation and leads
to interesting findings. The unemployment rate was
further reduced in 2021, while the decrease in the
number of the long-term unemployed allows for some
optimism. The faster decline in the youth unemploy-
ment rate is also a positive development, but the slow-
er decline in the female unemployment rate should be

examined more thoroughly. Finally, the state, due to
the emergence of new coronavirus variants, seems
willing to continue supporting employment and took
additional measures to that end.

3.1.2. Employment

The quantitative characteristics of employment

The number of the employed continued to increase in
the third quarter of 2021 (2021Q3). There were more
than 201.6 thousand employed compared to 2021Q2
and 184.7 thousand more employed on a y-o-y ba-
sis (2020Q3-2021Q3) aged 15-64. Even compared to
2019Q43, i.e., before the pandemic, the number of the
employed in the period July-September 2021 increased
by 129 thousand. Even though this is a positive devel-
opment, which indicates that the labour market is re-
covering from the pandemic with the help of seasonal
activities, averages of the first nine months reveal that
the number of the employed has not yet fully recov-
ered since there were 47.3 thousand fewer people
employed compared to the first nine months of 2019,
but 2.2 thousand more compared to 2022 (Graph
3.1.1)."

The number of the employed went down in October
on a y-0-y basis by -46.5 thousand (compared to Sep-
tember), but it increased in November by 55 thousand,
compensating for the initial decrease. The number of
the employed in both months has increased compared
to the respective months in 2020 by 101.2 thousand
(October) and 209 thousand (November). This means
that on a annual basis, the number of the employed
increased by 2.5% and 5.4% respectively. So long as
there is no drastic change in December, the number
of the employed is expected to be bigger than the last
quarter of 2020.

The comparison with the first nine months of 2019
reveals that the number of employed men have de-
creased faster than employed women (-32.8 thousand
vs. -14.4 thousand); compared to 2020, the former

1. Considering in the analysis people over 64 does not change the results significantly, but it decreases the size of the employment

shortfall.
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GRAPH 3.1.1

Change in the number of the employed in the first nine months (in thousands)
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Source: Labour Force Survey, ELSTAT, KEPE processing.

have increased, but the latter have decreased (+9
thousand vs. -6.7 thousand). Therefore, it seems that
the number of employed men is more volatile than
women; this is unfavourable in periods of decreasing
employment, but beneficial in periods of increasing
employment. The same holds for young people aged
15-29. In other words, the number of the employed de-
creased compared to the first nine months of 2019, but
more so for young people than for people 30-64 (-7.7%
vs. -0.3%). Compared to 2020, the number of the for-
mer decreased by -12.7 thousand while the number of
the latter increased by 15.9 thousand.

Despite the smaller number of the employed, the em-
ployment rate has increased in 2021 and is similar
to that of 2019 and only marginally bigger than 2020
(56.6%, 56.5% and 56.2%, respectively). In any case,
the employment rate has been almost stable for the
past three years, close to 65% for men 15-64 and ap-
proximately 47.5% for women, since the decrease in
the number of the employed was compensated by the
reduction in the population in both sexes. On the other
hand, the participation rate (share of working age peo-
ple who are either employed or unemployed) in the
first nine months of 2021 is lower by 1.7 percentage
points compared to 2019 and 0.4 percentage points
compared to 2020. This means that not all variables
have returned to the pre-pandemic levels; hence,
there is no room for complacency.

A more thorough look at individual constituents of the
labour force reveals that it decreased faster than the

2020-2021

2019-2021

population because the number of the unemployed
decreased faster. In particular, in the first nine months
of 2019, the unemployed represented 17.6% of the la-
bour force, while in 2021, that share dropped to 15.4%.2
The decrease in the number of the unemployed is ob-
viously a positive development, but it would be even
better if it were accompanied by a respective increase
in the number of the employed so as to increase la-
bour force participation. Note that the pandemic led to
the increase in the number of the economically inac-
tive by almost 85 thousand in 2020. Only 4 thousand
seem to have returned to the labour force since then,
and according to detailed data, the number of inac-
tive individuals aged 30-44 has increased by approxi-
mately 69 thousand in the period 2019-2021, of which
around 43 thousand were women. Their return to the
labour force will not be an easy task.

The biggest increase in the number of the employed
in the first nine months of 2021 was reported in Public
administration and defence, mandatory social security
(+42.9 thousand) and the second biggest in Agricul-
ture, forestry and fishing (+25.6 thousand). On the oth-
er hand, the biggest reduction was reported in Accom-
modation and food service activities (-30.3 thousand).
The same sectors stand out compared to 2019, but
in this case, employment losses in tourism are great-
er than 66 thousand. This means that despite the im-
provement in labour market conditions, some sectors
have not fully recovered from the pandemic, especially
tourism. It also means, though, that there is room for

2. These figures correspond to unemployment rates for people aged 15-64.
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increases in the near future. Moreover, the increase in
employment in the agricultural sector and the public
sector can only be considered temporary. However, it
should be further explored, especially if it is associated
with low productivity and fiscal burden.

The qualitative characteristics of employment

Most employed individuals over the age of 15 work
as employees. Employees account for 68.7% of the
employed in the third quarter of 2021. The second
biggest group consists of self-employed without
personnel (20.2%) and the third one consists of
self-employed with personnel (8%). The share of em-
ployees is marginally bigger in the first nine months
of 2021 compared to previous years (Table 3.1.1).
Also compared to 2020, following the reduction that
took place due to the pandemic and social distanc-
ing, during which only self-employed with personnel
were spared (+5.1 thousand), in 2021, the number
of self-employed with and without personnel both in-
creased. On the contrary, the number of employees
and helpers in family businesses continued to de-
cline. The former have decreased by -3.5 thousand
and the latter by -2.2 thousand when comparing the
average of the first nine months. The strengthening
of self-employment over the past two years, espe-
cially self-employed with personnel, may be the out-
come of state measures to support businesses and
employment, but also distorting motives.?

Part-time employment accounted for 8.1% of total em-
ployment in 2021Q3, while the number of part-time
employees increased by 4.7% compared to the same
quarter in 2020, interrupting the fall which started in
2020Q2. Despite the increase of the third quarter, full-
time employment has recovered following the decline
in 2020, but part-time employment has not; the num-
ber of part-time employees declined by 10% (Table
3.1.1). It is worth mentioning that the reduction is three
times bigger than the one corresponding to period
2019-2020. As a result, comparing 2021 to 2019 re-
veals that the number of full-time employees over the
age of 15 declined by 17.5 thousand while the number
of part-time employees declined by 45.5 thousand; in
relative terms, these figures represent a reduction of

-0.5% and -12.7%, respectively. The reduction of invol-
untary part-time employees is remarkable and much
faster than all part-timers. This is a favourable devel-
opment;* even more so during the first months of 2021
when the decline reached -28%.

The number of the underemployed has also declined
over the past two years. The decline reached 20 thou-
sand in 2021Q3, of which 57.5% were men. The reduc-
tion amounted to -21.7% or 46.7 thousand in the first
nine months of 2021, almost equally divided between
men and women. However, women continue to be un-
deremployed more often than men and the gender
gap has increased over time: 62.7% of the total num-
ber of the underemployed were women in 2021Q3,
57.5% in 2019Q3, 55% in 2017Q3. The reduction in
the number of the underemployed was -28.7% or
67.6 thousand individuals in period 2019-2020 (Ta-
ble 3.1.1). This means that the reduction in period
2020-2021 was bigger than the reduction in period
2019-2020. Therefore, despite the pandemic and the
problems it caused, underemployment continued to
shrink, but not across the board since the gender
differential has widened. There is also an imbalance
in the evolution of undeemployed youth aged 15-29,
since the relative decline is almost double that re-
ported for the underemployed aged 30+ (-33.2% vs.
-17.5%) in period 2020-2021.

The frequency of absence from work increased in
2021Q3 (Table 3.1.2). Even though one out of ten was
absent from work, this figure falls short of the maxi-
mum in 2020Q2 (more than 20%); it is surely bigger
than the previous two years. On the contrary, average
working hours declined to 37.2 per week, i.e., 1.2 few-
er hours compared to the respective quarter in 2020
and 1.6 fewer hours compared to 2021Q2. This means
that the increase in the number of the employed was
accompanied by a decrease in the intensity of em-
ployment. Note also that the average working hours
for the first nine months still fall short of the respective
average in 2019. Other services is the sector reporting
the shortest working week (29.9 hours) and the high-
est frequency of absences from work (19.7%), while
Agriculture, forestry and fishing reports the longest
working week (42.6 hours) and the lowest frequency
of absences from work (1.9%).

3. Note that according to ELSTAT’s data on the demographics of businesses (https://www.statistics.gr/el/exp-ent-startups), some 47.4
thousand businesses were established in 2019, while 59 thousand businesses were established in the first nine months of 2020 and another
75.4 thousand businesses in 2021. Based on the same data (https://www.epixeiro.gr/article/248900), almost 11 thousand fewer businesses
closed in 2020; this represents a reduction of -22.7% compared to 2019.

4. On the contrary, there was a big increase in the number of those working part-time due to illness or incapacity (+48.1%) and those de-

claring other reasons (-31.7%) in the first nine months of 2021.
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TABLE 3.1.2 Indices measuring the
impact of the pandemic on the labour

market
Absence from  Working

work* (%) hours
2019Q1 3.3 38.2
2019Q2 2.0 39.4
2019Q3 6.9 38.5
2019Q4 2.8 39.1
2020Q1 9.2 35.5
2020Q2 22.3 30.3
2020Q3 8.6 38.4
2020Q4 11.6 35.3
2021Q1 8.8 35.6
2021Q2 3.5 38.8
2021Q3 10.2 37.2
2019Q1-2021Q1 55 2.6
2019Q2-2021Q2 1.5 -0.6
2019Q3-2020Q3 1.7 -0.1
2020Q1-2021Q1 -0.4 0.1
2020Q2-2021Q2 -18.8 8.5
2020Q3-2021Q3 1.6 1.2

Source: ELSTAT, Labour Force Survey Press Releases
Q1, Q2, Q3 2021, KEPE processing.

* As a share of employed.

3.1.3. Developments in paid employment

The reports of the information system ERGANI of the
Ministry of Labour and Social Affairs describe the evo-
lution of paid employment on a monthly basis and
are published before the Labour Force Survey. This
means that they provide an early view of the labour
market even though they address paid employment
only. Autumn, i.e., September, October and Novem-
ber, as well as December to a smaller extent, is often
characterised by a negative flow of paid employment
jobs. In other words, layoffs and quits are more than
hires, since the positive net flows in September are
usually not enough to compensate for the negative net
flows of the following two months, while net flows in

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

December can have either sign. It is interesting that
in 2021, contrary to previous years, the reduction in
paid jobs was greater in November, indicating that lay-
offs and quits were delayed this year. Perhaps this is
one reason why net flows are negative in December.
Moreover, net flows, although negative, were smaller
than those in years 2018 and 2019, but larger than all
previous years since 2001.

Approximately 349 thousand more hires took place in
2021 compared to 2020, but considerably fewer com-
pared to 2019 (435 thousand) (Table 3.1.3). Since
the number of layoffs and quits moved in a similar
manner, i.e., they have increased compared to 2020
but fall short compared to 2019, the net flow of paid
jobs has a positive sign and is comparable in size to
2013. A greater positive net flow was reported only
in period 2016-2018, possibly because measures to
protect employment reduced layoffs but did not af-
fect hires.

The increasing trend observed in full-time job hires in
2020 continued in 2021. Hence, new full-time jobs ac-
counted for 53.4% of all new jobs throughout the year,
i.e., an increase of 2 percentage points compared to
2020, 8.3 percentage points compared to 2019 and
7.8 percentage points compared to 2018. On the oth-
er hand, the share of new part-time jobs and work-in-
shifts jobs decreased compared to previous years.
This is especially true for work-in-shifts jobs compared
to 2019 (-4.8 percentage points) and 2018 (-5.2 per-
centage points). There is no doubt that this is a posi-
tive development for the employed, coupled with the
reduction in involuntary part-time employment dis-
cussed above, although it may indicate a reduction of
labour market flexibility.

Conversions of full-time job contracts into flexible
forms of employment moved in a similar way (Table
3.1.4). The total reduction reached -32.9% in 2021,
when the increases of the two previous years record-
ed 5.1% (2018-2019) and 5.5% (2019-2020). Perhaps
2021 is the start of something new, but it has to be
verified in the coming months. In particular, following
the strong increase in conversions to work-in-shifts
without the consent of the employee in 2020, there
was a strong decline by approximately 80% in 2021.
Moreover, the increase in conversions to work-in-
shifts with the employee’s consent in 2020 reached
48.9%, followed by a decrease in 2021 that ultimate-
ly led to fewer conversions even compared to 2019.
On the contrary, conversions of full-time job contracts
into part-time job contracts decreased in both 2020
(-12.7%) and 2021 (-14.5%).
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TABLE 3.1.4 Conversions of full-time
job contracts to flexible types of job
contracts, January-December

2021 2020-2021 2019-2021

N % %
Part-time
employment 29,309 -14.5 -25.3
Work-in-shifts
with employee’s
consent 7,934 -52.3 -29.0
Work-in-
shifts without
employee’s
consent 1,288 -80.3 -68.3
Total 38,531 -32.9 -29.3

Source: ERGANI, Ministry of Labour and Social Affairs,
KEPE processing.

Based on the data provided by the Labour Market Di-
agnosis System?®, the new paid employment jobs in
2021 were mostly full-time jobs (84,618, i.e., +16.1%
compared to 2020) followed by part-time jobs (35,274,
i.e., +75.8%) and, finally, work-in-shifts job contracts
(13,190). Youth aged 15-24 occupied a disproportion-

ately big share of paid jobs (49.8% of the total and more
than 66 thousand posts), while new contracts were di-
vided almost equally between full-time and part-time
jobs (30,780 vs. 28,669). Contrary to the remaining age
groups, the number of jobs occupied by individuals
over 55 declined.

Five sectors of economic activity had large positive
net flows of paid employment jobs (>9,000) in 2021;
Retail trade, except for motor vehicles and motorcycles
(+17,042), Accommodation and food service activities
(+26,629), Public administration and defense, compul-
sory social security (+14,011), Human health and social
work activities (-11,175), Wholesale trade, except for
motor vehicles and motorcycles (+9,016). The distribu-
tion of new jobs by type of job contract is presented in
Table 3.1.5 and there are striking differences between
sectors. For instance, the number of new full-time paid
jobs in Accommodation and food service activities went
down (-3.2%), but increased economy wide (+16.1%).
It should also be noted that there is a considerable dif-
ference between wholesale and retail trade; the former
created mostly full-time jobs (97% of total) in 2021,
while only 48.3% of jobs were full-time in the latter.

Most new paid jobs in 2021 were occupied by office
clerks (+32,712); the strongest sub-group was other
office clerks in Wholesale trade, Human health activities
and Main offices and management consulting activities.
Employees in personal service activities were the sec-
ond biggest group with 16,649 net new posts; the big-

TABLE 3.1.5 Net paid employment jobs by type of contract

Retail trade except for motor vehicles
and motorcycles

Accommodation and food service activities

Public administration and defence, compulsory
social security

Human health and social work activities

Wholesale trade, except for motor vehicles
and motorcycles

Full-time Part-time  Work-in-shifts Total
8,238 7,858 946 17,042
48.3% 46.1% 5.6% 100%
-530 9,407 7,752 16,629
-3.2% 56.6% 46.6% 100%
11,709 2,236 66 14,011
83.6% 16.0% 0.5% 100%
9,354 1,627 194 11,175
83.7% 14.6% 1.7% 100%
8,742 337 -63 9,016
97.0% 3.7% -0.7% 100%

Source: Labour Market Diagnosis System, KEPE processing.

5. <https://eu-west-1a.online.tableau.com/t/mechanismoflabourmarketdiagnosis/views/2014-/sheet0?:showAppBanner=false&:display_

count=n&:showVizHome=n&:origin=viz_share_link>
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gest sub-category is waiters and the second biggest
cooks, mostly in Accommodation and food service ac-
tivities. Models, salespersons and demonstrators were
in the third place (+14,912); the biggest sub-group
was salespersons in shops in Retail trade. The fourth
place was occupied by market sales workers, house-
keepers, etc. (+11,702); the biggest sub-category was
cleaners in offices, hotels, etc. in Public administration,
defence, compulsory social security. Unskilled workers
in mines, construction, manufacturing and transport
are in the fifth place (+10,830); the biggest sub-group
is unskilled workers in manufacturing industries who
were hired mostly in Public administration, defence,
compulsory social security and then followed hires in
the Food industry.

3.1.4. Unemployment

The share of unemployed persons aged 15-64 contin-
ued to fall in the third quarter of 2021, facilitated by sea-
sonal activities, reaching 13.2% (13% for people aged
15+). The number of the unemployed went down by
113.1 thousand compared to 2021Q2 and 138.3 thou-
sand compared to 2020Q3. Since the increase in the
number of the employed discussed above is bigger
than the decrease in the number of the unemployed,
it is safe to conclude that a large share of those who
stopped being reported as unemployed actually found
a job. It is also important to note that the number of the
long-term unemployed decreased to approximately 415
thousand: 93 thousand fewer compared to 2021Q2 and
156 thousand compared to 2020Q3. Their share stood
at 66.4% in 2021Q3 while, in 2014, that figure exceeded
75%. However, it is still exceptionally high. Note that ac-
cording to Eurostat, the share of the long-term unem-
ployed in the EU27 stood at 40.9% in 2021Q3.

Typically, the unemployment rate is higher for youth
aged 15-29, even though it went down by approxi-
mately 6 percentage points compared to 2021Q2 and
2020Q8, reaching 24.6%. The unemployment rate for
men stood at 9.7% and for women at 17.5%. It is in-
teresting that while the unemployment rate differential
between youth 15-29 and individuals aged 30-64 has
been narrowing (13.5 percentage points in 2021Q83,
i.e., roughly similar to 2010), hence the employment
prospects for the youth have been improving, the dif-
ferential between men and women stopped shrinking

6. See <https://covid19.gov.gr/category/oikonomia-ergasia/>.
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at the beginning of 2020, possibly due to the pandem-
ic. This means that targeted actions to fight unemploy-
ment should continue.

The most recent monthly data from the Labour Force
Survey show that the unemployment rate remained al-
most constant in November (13.3% vs. 13.4% in Oc-
tober), but, in any case, almost 3 percentage points
lower than the respective month in 2020. At the same
time, the number of the unemployed also declined
in November by -121.6 thousand on an annual basis
following the decline reported in October (-154.6 thou-
sand). On the contrary, on a monthly basis there was
an increase in the number of the unemployed in both
months, despite the reduction in the unemployment
rate (+5.9 thousand in October and +3.5 thousand
in November). Having the unemployment rate and the
number of the unemployed move in opposite directions
is not unusual, since to calculate the unemployment
rate one uses the number of the employed as well.

3.1.5. Measures to protect employment

The outbreak of the coronavirus variants that has been
unfolding since December 2021 in Greece has led the
government to introduce additional measures or to
extend measures already in place to protect employ-
ment.® Hence, the suspension of job contracts with
special purpose compensation (534 euros/month)
was activated in January 2022. Only businesses clas-
sified in certain economic activities (NACE) are eligible
and those selected are not allowed to lay off person-
nel. Moreover, the state will also compensate artist
musicians and similar speciality professionals. The
programme SYN-ERGASIA has been extended until
31 March 2022 for full-time employees. According to
the programme, the employer has the right to reduce
working hours up to 50% (for working hours lost, the
state will compensate the employee up to 60% of the
wages due) while layoffs are banned. In addition, up
to 50% of any firm’s personnel should work from home
so long as the nature of the job allows it, and stag-
gered working hours have been introduced to reduce
overcrowding on public transport during rush hours.
Lastly, audits by the Hellenic Labour Inspectorate
(SEPE) have intensified to ensure the use of masks
and compliance with prescribed social distancing in
work places.
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3.2. The 2022 World Inequality
Report

Viassis Missos

3.2.1. Introduction

The “World Inequality Report 2022” offers new insights
into the current state of economic inequality. The pro-
ject is an initiative of a large group of internationally
acclaimed researchers and social scientists,’ and it
has greatly contributed towards raising awareness on
such an urgent topic. A major part of the 2022 report is
based on the formation of a comprehensive database,
covering all countries and providing open access to
an abundance of statistical data dealing with key in-
dicators, with long time-series in distributions of both
income and wealth. The Introduction is co-signed by
the 2019 Nobel laureates Abhijit Banerjee and Esther
Dulfo, who point out that “it is the product of a relent-
less data amassment which makes it possible to pro-
vide better answers to almost every question we want
to ask about what is happening to inequality world-
wide” (Chancel, Piketty, Saez, Zucman et al., 2022, p.
3). Among other things, the report examines the long-
term trend of income inequality within and between
countries. Its basic findings can be summed up as
follows (ibid., pp. 22-23):

e Data generated for almost all countries and over
a period of two centuries show that the level of
income inequality has scaled up. Findings reflect
the persistence of an extremely hierarchical type of
social organization and that since 1980, inequality
within countries has intensified, whereas inequality
between countries had declined.

® The report focuses on the issue of the public-pri-
vate allocation of wealth, demonstrating that the
private share has grown at the expense of the
public share, as a result of the measures of privat-
ization and deregulation and of increasing govern-
ment debt.

® Moreover, the gender aspect of inequality is also
emphasized by reference to the labor share be-

1. For the participants see: <https://inequalitylab.world/en/team/>.
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tween women and men. According to the report,
women’s representation in the higher level of in-
come distribution is low. Furthermore, labor share
of women is estimated to be close to 35%, given its
upward trend over the last three decades.

e The report highlights some new data on carbon
emissions, the allocation of which follows that of in-
come. It is characteristic that the upper 1% of emit-
ters contributes more than the entire bottom 50%.

e Lastly, the report discusses the adoption of a pro-
gressive wealth tax as a mediocre tool for curbing
the process of wealth concentration.

Although the range of its contents is particularly wide,
the scope of the present article is to comment on the
main findings concerning the level of international ine-
quality between income and wealth, indicating the rel-
ative position of Greece whenever this is possible. The
data presented in section 3.2.3 refer to between-coun-
try comparisons.

3.2.2. The difference between income
and wealth inequality

The report develops two distinguished approaches
on inequality. The first one is associated with national
income, as the sum of all income flows received by
individuals, independently of source —for example,
wages from labor or interests from bank deposits. The
second one refers to national wealth, being the sum
of the value of all assets owned. Wealth is a stock that
stems from processes such as capital accumulation
or price fluctuations. For comparability purposes, all
estimations are in euros and converted into purchase
power parities (PPP). Hence, for 2021, global income
is estimated at €86 trillion, whereas global wealth is at
€510 trillion.

Figure 3.2.1 shows how unequal the allocation of glob-
al income (left side) and wealth (right side) is. Classi-
fying the world’s population from poorer to wealthier,
a substantial difference between the allocation of the
two magnitudes is reported. Eight percent of the total
income and 2% of the overall wealth correspond to the
bottom 50% of the population. In the same manner,
39% of income and 22% of wealth are allocated to the
medium 40%, whereas 52% and 76% are attributed to
the higher 10%. The extreme high level of inequality
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FIGURE 3.2.1
Global inequality of income and wealth, 2021
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Source: WIR 2022, Figure 1.1, p. 27.
FIGURE 3.2.2
Inequality of income and wealth in the EU, 2021
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Source: World Inequality Database, <https://wid.world/data/>.
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FIGURE 3.2.3

Income and wealth inequality in Greece, 2021
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Source: World Inequality Database, <https://wid.world/data/>.

FIGURE 3.2.4
National income per adult in PPP. Long-term fluctuations, 1950-2021, selected EU countries
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Note: 1950-1990 Western Germany, 1991-2021 Germany.
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TABLE 3.2.1 National income per adult in PPP by country, as a percentage of Denmark’s (100%).
Countries of the European continent, selected years

Albania
Austria
Belgium
North Macedonia
Bulgaria
France
Germany
Denmark
Switzerland
Greece
Estonia
United Kingdom
Ireland
Spain

Italy

Croatia
Cyprus
Latvia
Lithuania
Luxembourg
Malta
Netherlands
Hungary
Poland
Portugal
Romania
Serbia
Slovakia
Slovenia
Sweden
Czech Republic

Finland

1950
22.4%
58.9%
78.4%
14.5%
73.6%
71.4%
100%

139.3%

38.8%
84.8%
59.0%
45.7%
59.6%

95.3%
30.3%
41.6%
49.6%
20.7%

73.0%

55.3%

1960
26.7%
81.8%
81.2%
19.2%
84.8%
108.3%
100%
151.8%
47.5%
83.5%
60.1%
49.2%
75.9%

152.6%
104.2%
41.1%
43.4%
53.9%
23.9%

77.6%

65.0%

1970
25.5%
83.6%
85.3%
19.9%
89.2%
101.4%
100%
143.5%
72.3%
68.0%
69.2%
63.5%
81.9%

44.8%

125.9%
26.3%
117.7%
44.9%
38.1%
60.7%
24.4%

75.2%

69.6%

1980
25.3%
101.1%
97.4%
30.4%
100.5%
111.7%
100%
143.1%
89.7%
53.2%
63.2%
76.2%
74.2%
97.9%
59.9%
63.3%
55.0%
147.6%
53.7%
121.2%
54.4%
42.8%
57.6%
47.6%
52.5%

78.1%

80.9%

Source: World Inequality Database, <https://wid.world/data/>.

Note: 1950-1990 Western Germany, 1991-2021 Germany.
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1990
18.5%
102.9%
100.3%
33.6%
101.8%
112.8%
100%
140.2%
80.1%
47.8%
73.9%
81.2%
79.1%
98.5%
57.2%
80.5%
60.2%
49.1%
158.2%
61.1%
106.0%
51.6%
33.9%
67.6%
41.3%
52.8%
44.2%
60.9%
82.3%
69.9%
86.4%

2000
17.2%
97.6%
96.1%
24.2%
22.4%
92.5%
87.7%
100%
120.5%
70.4%
37.5%
78.6%
93.7%
71.4%
86.1%
38.4%
76.9%
23.9%
31.3%
196.9%
61.1%
106.2%
35.4%
37.6%
64.1%
26.0%
19.6%
30.9%
53.6%
78.6%
48.3%
82.9%
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2010
23.6%
95.5%
90.4%
25.5%
30.8%
84.3%
84.1%
100%
114.3%
64.2%
45.0%
76.2%
87.6%
65.5%
72.8%
42.6%
78.2%
34.6%
45.2%
305.6%
59.4%
101.7%
37.3%
44.8%
56.3%
36.6%
27.4%
46.4%
57.3%
84.6%
52.3%
85.6%

2020
24.5%
85.1%
82.3%
26.1%
36.6%
73.4%
82.2%
100%
103.1%
46.9%
60.3%
66.4%
90.8%
60.7%
59.4%
43.1%
68.0%
47.5%
64.6%
125.3%
73.3%
94.9%
46.7%
54.8%
51.1%
49.8%
29.4%
50.6%
59.2%
93.7%
57.5%
78.3%

2021
24.6%
84.7%
82.8%
25.9%
37.0%
74.9%
82.4%
100%
104.1%
47.1%
59.8%
67.5%
106.1%
63.2%
60.1%
43.7%
48.0%
64.1%
115.5%
73.9%
95.5%
47.1%
54.9%
51.3%
51.0%
23.8%
50.7%
58.9%
93.3%
57.8%
77.3%


https://wid.world/data/

is clearly demonstrated by the share of income and
wealth associated with the highest 1%, i.e., 19% and
38%, respectively.

Similarly, Figure 3.2.2 above depicts the unequal dis-
tribution of income and wealth for 2021 in the Europe-
an Union (EU). Comparing with the rest of the world,
the estimated degree of inequality —in both income
and wealth— of the EU is evidently lower at all income
brackets. For example, the bottom 50% is associated
with 20% of total income and 5% of wealth, while the
estimated share of the medium 40% corresponds to
45% and 37%, respectively. In addition, it is crucial to
underline the fact that in comparison with the rest of
the world, the EU shares attributed to the upper 10%
are lower than that of the medium 40%.

As far as Greece is concerned, the difference be-
tween inequality of income and wealth follows that
of the EU, but with a crucial exception. While the
percentage share of income allocated to the bottom
50% is estimated at 21%, its corresponding share of
wealth is negative, at -2%. This suggests that the val-
ue of private debt of the poorer 50% of the population
exceeds the value of wealth assets with which it is
associated.

3.2.3. Long-term fluctuations among European
countries

Apart from providing an extensive database on ine-
quality, the report also contributes towards offering a
series of insightful indicators on income and wealth
covering a long period of time. Figure 3.2.4 above
illustrates the relative changes of national income per
adult in PPP between 1950 to 2021. The number of
countries depicted is confined for presenting the fig-
ure with clarity. Denmark and Bulgaria are included
as setting the upper and lower boundaries, being
the highest and the lowest income economies in the
EU. Portugal is included for purposes of comparabil-
ity with Greece, and Germany for having the highest
GDP in the EU.

However, our attention is focused on the relative fluc-
tuations of Greece, which can be separated into three
distinct sub-periods. According to the available data,
the first period is characterized by a long-term trend
of convergence towards Denmark and Germany. The
second —after 1974 — is marked by a slower-paced,
but also positive, converging trend. Lastly, the third
concerns the economic adjustment process in the af-
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termath of the 2009 crisis that was also followed by
the coronavirus pandemic. During this phase, the in-
come gap between Greece and Demark has widened
substantially, and for a considerable period of time, it
remained stagnant.

Furthermore, Table 3.2.1 above focuses on the relative
data for the majority of the countries comprising the
European continent. In some cases, long-term fluctu-
ations are crucial, showing either convergence or diver-
gence. Particularly for Greece, the compound effects
of the severe recession (2009-2016), followed by slug-
gish growth (2017-2019) and the consequences of the
coronavirus, are vividly demonstrated. It is observed
that for 2021, Switzerland, Ireland and Luxembourg
have surpassed Denmark’s benchmark, while Austria,
Belgium, Germany, the Netherlands and Sweden are
well over 80%. In addition, estimations for France, Fin-
land and the United Kingdom show them to be higher
than 65%, while a great number of countries performs
between 50%-65% —ltaly and Spain among them.
From the early 1980s, Greece has gradually taken a
divergent path, and the spread continues to widen,
ending at 47.1% of Denmark’s —at the same level as
Hungary and Latvia. Lastly, Albania, North Macedonia
and Serbia remain below 30%.

3.2.4. Conclusions

The issue of economic inequality is high on the inter-
national research agenda. The report’s contribution
to this debate is at least twofold. First, it succeeds
in raising awareness of the state of world inequality.
Second, it succeeds in producing a consistent data-
base of inequality indicators for all countries and for
an extended period of time. Moreover, the distinction
between income and wealth is revealing. Estimations
on inequality, using both of these approaches, show
a significant difference that can offer better insights
into how the nature of inequality has actually changed.
Lastly, as far as Greece is concerned, its relative long-
term position is documented in Table 3.2.1, showing
various fluctuations and indicating the lasting impact
of the latest recession.

Reference
Chancel, L., Piketty, T., Saez, E., Zucman, G. et al. (2022). World

Inequality Report 2022. World Inequality Lab. <https://wir2022.wid.
world>.
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4.1. Short-stay accommodation
via collaborative platforms:
Regulatory framework and supply
of services in Greece

Ersi Athanassiou
Agapi Kotsi

4.1.1. Introduction

In the case of Greece, short-stay accommodation
booked via online collaborative platforms represents
the most developed part of the sharing economy, a
new and emerging international category of activities.
Two interesting and interrelated aspects of the short-
term real estate market, with significant developments
and newly available data in recent times, concern the
institutional framework for regulating this activity and
the characteristics of the market in terms of supply.
The present article examines developments and newly
available data related to these two issues, focusing on
the case of Greece, and in the light of the broader pic-
ture at the European Union (EU) level.

4.1.2. Developments in the short-term real
estate market

Starting from a few dozen available accommodations
in 2010, the short-term real estate market in Greece
grew rapidly from year to year (Athanassiou & Kotsi,
2018), until before the outbreak of the COVID-19 pan-
demic. Technological developments, high-speed net-
works, the rise of social media and the growing access

of Greeks to the internet have all played an important
role in the development of the short-term accommoda-
tion sector and the overall increase in the use of col-
laborative platforms in Greece. The total share of users
of collaborative platforms in the population of Greece
showed rapid convergence with the relevant EU av-
erage (from 9% in 2016 to 22% in 2018 in Greece,
compared to 23% in 2018 in the EU-28), a pattern ob-
served in all individual sub-categories of users in terms
of gender, age, education and other characteristics
(Athanassiou & Kotsi, 2019).

According to a new data set published by Eurostat in
2021 (latest version December 2021) and comprising
the evolution of key statistics on short-stay accom-
modation offered via online collaborative platforms in
the years 2018, 2019 and 2020, the number of stays,
nights and guest nights? in short-term accommoda-
tion rentals reached high levels prior to the outbreak
of the pandemic both in Greece and the EU-27. In
particular, in 2019 the number of stays amounted to
47.0 million in total for the EU (39.4% domestic and
60.6% international) and 2.1 million (21.7% domestic
and 78.3% international) in the case of Greece. Ac-
cordingly, short-term accommodation nights reached
173.6 million in the EU (33.9% domestic and 66.1%
international), of which 8.3 million were spent in
Greece (15.8% and 84.2%, respectively), while guest
nights totaled 511.9 million in the EU (33.2% do-
mestic and 66.8% international) and 24.3 million in
Greece (14.0% domestic and 86.0% international). It
is noteworthy that all the above measures of perfor-
mance of the sector took significantly higher values
in year 2019 compared to 2018, with the relevant
growth rates in the case of Greece exceeding those of
the EU-27, amounting, respectively, to 23.9% versus
18.5% for the number of stays, 20.6% versus 17.1%
for the number of nights and 19.5% versus 15.8% for
the number of guest nights. As to the subsequent ef-

1. It is noted that these statistics, which are the first to become available by official statistical sources in Europe, are compiled based on
datasets transmitted by four major international platforms (Airbnb, Booking, Expedia, Tripadvisor), following the signing in March 2020 of

non-disclosure agreements with the European Commission (Eurostat).

2. According to Eurostat’s definitions, the term “guest nights” refers to the number of nights spent during a stay, taking into account the size
of the travel party. For example, a family of four staying three nights in an apartment represents 1 stay, 3 nights and 12 guest nights.
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fects of the COVID-19 health crisis on these figures,
the negative impact experienced in 2020 was more
intense in the Greek case, with the corresponding
rates of decline in Greece and the EU amounting to
-61.5% versus -50.3% for stays, -58.9% versus -44.0%
for nights and -63.2 % versus -46.9% for guest nights.
The comparatively stronger impact of the pandemic
on short-term real estate rentals in Greece is possibly
related to the fact that the country is characterised by
a higher proportion of international bookings in the
activity of the sector.

According to the latest indications, short-stay accom-
modation activity has returned to an upward trajectory
in 2021, both in Greece and internationally. This devel-
opment has contributed to maintaining interest in the
economic prospects and effects of the sector and the
need for improving relevant market regulation.

4.1.3. Issues relating to the regulatory
framework of the market

The new activities developing internationally via col-
laborative platforms, in particular in the field of short-
term accommodation rentals, and the new relation-
ships being formed between the parties involved, do
not seem to be fully regulated, and in many cases
operate under a vague institutional framework. The
assessment of the various dimensions of these activ-
ities, the evaluation of their possible effects and the
identification of issues, areas or concerns raised, re-
quire further investigation and additional institutional
interventions. New literature on the evolution of short-
term rentals in various destinations around the world
brought to the fore the potential impact of this sector
on income, tourism, tax revenues, rents and the real
estate market, while also placing emphasis on issues
of a social, spatial and environmental nature (see, e.g.,
Balabanidis et al., 2021; Katsinas, 2021; Zervas et al.,
2017; Hellenic Chamber of Hotels, Grant Thornton,
2017; Frenkel & Schor, 2017). In Greece and the EU,
the need to formulate a clear institutional framework,
setting the boundaries and rules for the operation of
this market, led to a series of relevant legislative initia-
tives and interventions.

Issues and developments at the EU level

The issue of legislation regarding short-term accom-
modation rental services concerns policy makers
across EU countries as well as EU central authorities,
as the development of a fair regulatory framework is
considered particularly important for the sector to op-
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erate in a positive and legitimate manner. In particu-
lar, the need has been identified for setting clear and
simple rules, in order to promote the balanced and
responsible development of the sector’s activities, to
safeguard the sustainability of the tourism ecosystem,
to secure public revenues, to establish a level playing
field for all providers (hosts renting out occasionally
and those renting out in a more professional capacity),
to ensure the protection of users and employee and
consumer rights and to guarantee a minimum level
of quality of the services provided. In addition, efforts
have been made to address informal economy and tax
evasion phenomena that have arisen due to the ab-
sence or inadequacy of the regulatory framework, as
well as to resolve issues related to the availability of
affordable local housing, sustainable urban develop-
ment, urban planning and compliance with health and
safety rules.

It is noted that large differences have been identi-
fied between EU countries in terms of the regulatory
framework governing the operation of the short-term
accommodation market. According to a study carried
out by the European Commission in 2018 on the as-
sessment of regulations affecting this market in the
28 member states (2018b), it was observed that in
22 member states there were authorization schemes,
specific registration schemes (10 countries includ-
ing in Greece) or other market access requirements
(e.g., proof of compliance with sanitary, fire and min-
imum equipment conditions, maximum number of
properties/rooms, persons or days, minimum size of
rooms, host presence, etc.) applying to collaborative
economy providers in the accommodation sector
at the national, regional or local level. On the other
hand, in 6 member states, the legal framework did
not specify market access schemes, such as author-
ization or registration requirements for providers, but
included only general requirements related to a busi-
ness or economic activity. In relation to taxation, it
was found that the majority of member states (24 out
of 28) applied general national tax rules, 4 member
states have enacted specific legislation at the nation-
al level, mainly related to income tax and VAT obli-
gations, some cities or regions applied a so-called
“tourist tax” and 2 member states have introduced
obligations for the online platforms to collect taxes. In
a relevant score provided in the study to classify the
degree of openness of market access and the extent
of business-friendliness of taxation rules, Greece was
ranked among member states with a medium degree
of openness in terms of the market access require-
ments and a relatively less supportive environment
with regard to taxation.
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At the EU level, the issue of regulation of activities
provided through collaborative platforms has been
identified in the European agenda for the collabora-
tive economy (EU, 2016). In this direction, relevant
initiatives have been taken within the EU, a series of
studies have been carried out and relevant decisions
of the EU Court of Justice have been issued. In 2021,
the European Commission (EC, 2021) took the initi-
ative to develop a new European legislative frame-
work (Tourist services - short-term rental initiative),
aiming at the responsible, fair and trusted growth in
short-term rentals, as part of a well-balanced tourist
ecosystem. Through the establishment of an appro-
priate regulatory framework, the aim is to improve the
access of public authorities to sector-related data, to
streamline and harmonise market access rules and
to remove obstacles arising from fragmented, bur-
densome and restrictive rules. The relevant process
is underway, with the public consultation phase com-
pleted in December 2021.

Market regulation in Greece

In recent years, Greece has proceeded to a series of
legislative interventions to regulate the operation of the
short-term rentals market. However, despite the suc-
cessive legislative amendments, the activities of the
sector do not seem to be fully regulated in Greece,
while the pandemic crisis affected the implementation
of measures that were either planned or adopted but
were not yet fully implemented.

Specifically, a significant change in the way the mar-
ket operates in Greece was brought about by Law
4336/2015, which, as of November 1, 2015, allowed
the rental of real estate for any short period of time
without it being characterized as tourist accommo-
dation. Subsequently, Law 4446/2016 (article 111)
made necessary clarifications of basic concepts re-
lated to short-term accommodation rentals and intro-
duced, for the first time, terms and requirements for
the provision of short-stay accommodation via online
collaborative platforms. In the following year, Law
4465/2017 (article 36) and Law 4472/2017 (articles
83, 84) amended the relevant regulations, while, sub-
sequently, a series of decisions by the governor of
the Independent Authority for Public Revenue (AADE)
(POL. 1187/2017, POL. 1170/2018 and A. 1079/2021)
specified the obligations of all parties involved in
short-term rentals in the framework of the sharing
economy, and set out the process of registration in
the “Short-Term Stay Property Registry”, the relevant
monitoring instruments and sanctions, and the con-
tent and process of submission of the “Statement on
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Short-Term Stay”. Based on the above-mentioned
regulations, property managers don’t have to be nat-
ural persons, but can take any legal form, and prop-
erty owners have the obligation to submit, on time,
to the portal of the General Secretariat of Information
Systems an electronic statement with details of each
lease. All steps required to complete the necessary
procedures were explained in a guide published by
AADE, while there was also a provision for the issu-
ance of a joint Ministerial Decision by the Ministries of
Development, Finance and Tourism, which would de-
fine the geographical areas where certain restrictions
of Law 4446/2016 would apply (lease limit of 90 or
60 days, rental revenues limit of €12,000 per annum,
lease of up to 2 properties per tax identification num-
ber-AFM, property area of at least 9 sq.m. with nat-
ural ventilation and heating, legality of the building).
It is noted that in the case of non-compliance with
the above conditions, an independent administrative
fine of €5,000 is imposed on property owners, with
the fine set at double this amount for repetition of the
same violation within one year, and reaching €20,000
in the case of each subsequent violation of the same
kind. The process of detecting any non-compliance
was facilitated following the signing in April 2021 of
a protocol of cooperation between AADE and the on-
line platforms Airbnb, Booking.com and VRBO of the
Expedia Group.

Regarding taxation, the income obtained from short-
term accommodation rentals in the framework of the
sharing economy is considered as real estate income
and is taxed independently (scale: €0-12,000 at a rate
of 15%; €12,001-35,000 at a rate of 35%; and €35,001
and above at a rate of 45%). It is exempt from VAT and
is subject to a special social solidarity tax at a scale
ranging from 2.2% to 10% if the total income of the
owner exceeds €12,000 (the solidarity tax has been
temporarily suspended). Guests in short-stay accom-
modation via collaborative platforms in Greece are ex-
empt from the overnight stay tax payable by guests in
other tourist accommodations.

4.1.4. Supply of short-stay accommodation via
collaborative platforms

A series of recent data on the supply of short-stay ac-
commodation rentals in Greece and the EU underline
the development and characteristics of this activity, but
also point to parameters that are of interest in terms of
market regulation needs or effects. Important informa-
tion in this context is provided by the European Com-
mission’s Flash Eurobarometer survey on the use and
provision of services via collaborative platforms (EC,
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2018a), as well as the corresponding recent survey on
short-term rentals in the EU (EC, 2021).3

According to the findings of these surveys, 3% of re-
spondents in Greece in year 2018 said they had of-
fered some kind of services through collaborative plat-
forms, a share lower than the EU-28 average for this
year (6%), with shares in other member states ranging
from 2% in Cyprus to 17% in Latvia. Regarding the fre-
quency of offering services via collaborative platforms,
in Greece 1% had offered them once or a few times,
1% had offered them occasionally —once every few
months — and 1% had offered them on a regular basis
—once a month or more often (compared to 3%, 2%
and 1% in the EU-28, respectively). Regarding the ser-
vices offered via collaborative platforms by sector, the
ones most commonly offered were in the accommoda-
tion sector in the case of Greece (49% versus 35% in
the EU), and in the transport sector in the EU countries
on average (Figure 4.1.1).

The share of respondents who had offered at any time
accommodation as a short-term rental via a collabora-
tive platform increased significantly between 2018 and
2021 in all EU countries (except Latvia), rising from
2.2% of respondents to 5.8% of respondents, respec-

FIGURE 4.1.1

tively (Figure 4.1.2). In Greece, the relevant increase
was higher, with the corresponding share of respond-
ents rising from 1.7% in 2018 to 8.0% in 2021, the lat-
ter figure exceeding the respective EU average. The
countries with the highest proportion of respondents
having offered short-term accommodation rentals in
2021 were Denmark (11.8%), Spain (11.3%) and Malta
(10.1%), while the lowest proportions were observed
in Latvia (2.3%), Romania (2.6%) and Belgium (2.7%).

Regarding the frequency of offering a room, apartment
or house for short-term rental via a collaborative plat-
form, in the most recent survey, a share of 81.6% of
respondents in Greece stated that they have never of-
fered such services (compared to 90.2% on average in
the EU-27 in 2021) and 10.2% said that they had not,
but were considering doing so (compared to 3.7% in
the EU-27, respectively). Similarly, 2.8% stated that they
had offered these services in the past, but did not think
of doing so anymore (compared to 1.7% respectively),
1.3% that they offered them occasionally (compared to
2.1%, respectively), 0.8% that they offered them once
every few months (compared to 1.1%, respectively)
and 3.2% that they offered them once a month or more
often (compared to 0.9%, respectively).

Services most commonly offered by collaborative platforms (% of providers), Greece, EU-28, 2018

30 40 50 60

Accommodation

Professional services

Transport

Household services

Food-related services

Collaborative finance

Other

= Greece

EU-28

Source: European Commission, 2018a.

3. The 2021 survey was conducted in September 2021, via telephone interviews on a representative sample of 25,700 citizens of the 27
member states of the EU, including a sample of 1,004 citizens of Greece. The 2018 survey was conducted on a sample of 26,544 citizens of

the 28 member states of the EU, including 1,000 citizens of Greece.
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Among respondents who stated that they continue to
offer short-term rentals via collaborative platforms, as
many as 35.8% said that they rented out their entire
apartment/house from time to time, a share twice
as high compared to the corresponding EU-27 aver-
age (17.7%) (Figure 4.1.3). This represents the most
common form of short-term accommodation rental in
Greece, while at a slightly higher level compared to
the EU average stands the regular rental of an entire
apartment or house (13.2% in Greece compared to
10.3% in the EU). Renting out a room in one’s apart-
ment/house from time to time or regularly is not a
practice adopted in Greece, in contrast to the EU av-
erage where the share of respondents in these cat-
egories amounted to 18.3% and 4.2%, respectively.
Regarding the offer of accommodation purchased for
the purpose of being rented out via a platform, which
can be regarded as a more professional form of activ-
ity within the short-term rental sector, the renting out
of several apartments or houses of this kind stood at
a very high level in Greece compared to the EU av-
erage (30.2% versus 5.7% of providers, respectively),
while similar to the EU average was Greece’s share of
those who rented out one apartment or house bought
for that purpose (11.3% of providers in Greece versus
12.3% in the EU, respectively).

FIGURE 4.1.2

Based on the statements of the participants in the Eu-
robarometer survey on the services provided via col-
laborative platforms (EC, 2018a), the main reasons for
offering accommodation services through platforms
are presented in Figure 4.1.4. The additional income
obtained from this activity was reported as an impor-
tant motive by 80% of providers in Greece versus 59%
of providers in the EU on average. Furthermore, 17%
of providers in Greece versus 13% of providers in the
EU reported short-term rentals as being their main
source of income. Slightly higher importance as a mo-
tive in Greece compared to the EU was placed to the
flexibility in working hours (47% versus 44%), while
somewhat lesser importance in Greece compared to
the EU average was placed on the access to more
consumers (50% versus 62%), the ease of interaction
with consumers (52% versus 59%), the more sustain-
able and efficient use of resources (42% versus 53%),
the ease of becoming a service provider (40% versus
50%) and the opportunity to offer additional or more
innovative services (34% versus 41%).

In the same survey, the main problems encountered
when providing accommodation services via collab-
orative platforms (Figure 4.1.5) were, in the case of
Greece, the lack of clarity about how to provide the
services legally (41% versus 25% in the EU average),

Offer of short-term accommodation rentals in EU countries (% of all respondents), 2018, 2021
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FIGURE 4.1.3

Type of accommodation rented out via collaborative platforms (% of providers), Greece, EU-27, 2021
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Source: European Commission, 2021.

FIGURE 4.1.4

Reasons for offering short-term accommodation services (% of providers), Greece, EU-28, 2018
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Source: European Commission, 2018a, authors’ calculations.

the complexity of the tax payment system (38% versus
23%, respectively), the complexity or difficulty in pro-
viding services legally (24% versus 16%, respectively)
and the unclear impact on the employment status of
the provider (18% versus 12%, respectively). Further-
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more, difficulties were also reported in relation to con-
sumers using the services (19% in Greece versus 22%
in the EU). The share of providers not reporting a prob-
lem was lower in Greece compared to the EU average
(25% versus 40%).
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FIGURE 4.1.5

Main problems encountered when providing short-term accommodation services (% of providers),

Greece, EU-28, 2018
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Source: European Commission, 2018a, authors’ calculations.

FIGURE 4.1.6

Reasons to stop offering short-term rental services via platforms
(% of respondents who stopped offering or considered doing so), Greece, EU-27, 2021
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Source: European Commission, 2021.

According to respondents in the most recent Euroba-
rometer survey (EC, 2021) who indicated that they no
longer offer a short-term rental via a platform or are
considering stopping, the main reason for stopping in
both Greece and the EU-27 average was found to be
the unavailability of accommodation to rent out (36.6%
and 37.6%, respectively) (Figure 4.1.6). Furthermore, a
comparatively high share of respondents in Greece re-
ported as a reason that the provision of the service was
not economically beneficial (32.8% compared to 15.1%
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in the EU-27). Other frequent obstacles in Greece were
related to administrative restrictions, with 18.3% stat-
ing that they were deterred by registration or other re-
quirements (compared to 9.6% in the EU-27), 14.5%
stating that the rules of local authorities were too strict
or complicated (compared to 12.3%, respectively) and
13.7% indicating that the rules of the platform were too
strict or complicated (compared to 7.1%, respectively).
In addition, 10.7% of these respondents in Greece and
11.6% in the EU, on average, reported a bad experi-
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ence with renters, while a fairly high percentage cited
other reasons (26.7% in Greece compared to 30.6% in
the EU-27).

4.1.5. Conclusions

In Greece, short-stay accommodation rentals via col-
laborative platforms, which represent the most de-
veloped part of the sharing economy in the country,
have grown rapidly in recent years, with the share of
the population providing these services exceeding the
respective EU average. Greece has proceeded to a se-
ries of legislative interventions to regulate the operation
of the short-term rentals market, while further regula-
tory adjustments are likely to be made in the future, in
the framework of the European Commission’s initiative
towards a new European legislative framework aiming
at the responsible, fair and trusted growth of the sector.

On the basis of recent surveys of the European Com-
mission concerning short-term accommodation rent-
als, it seems that Greece differs from the EU average
with respect to certain supply-side features. These
features may be of importance, both from the point
of view of the sector’s role as a source of income for
providers, and with regard to the adequacy of the leg-
islative framework.

The most common form of supply of short-term ac-
commodation rentals in Greece is the renting out of an
entire apartment/house, while the practice of offering
a room in one’s apartment/house is rarely adopted in
the Greek case. Regarding the more professional form
of activity within the short-term rental sector, that is the
renting out of accommodation purchased for the pur-
pose of being offered via a platform, this practice rep-
resents a higher share of supply in Greece compared
to the EU. Notably, the share of providers stating that
they rent out several apartments or houses bought for
this purpose was observed to be five times higher in
Greece relative to the EU average.

The income (additional or main source) obtained from
the provision of accommodation services via collabo-
rative platforms was reported as being the foremost
reason for offering these services in Greece in 2018,
while somewhat lesser importance as a motive for
supply in Greece compared to the EU average was
placed on the access to more consumers, the ease of
interaction with consumers, the more sustainable and
efficient use of resources, the ease of becoming a ser-
vice provider and the opportunity to offer additional or
more innovative services. The main problems encoun-
tered in 2018 when providing accommodation services
via collaborative platforms were, by order of incidence
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in the case of Greece, the lack of clarity about how
to provide the services legally, the complexity of the
tax payment system, the complexity or difficulty in pro-
viding services legally and the unclear impact on the
employment status of the provider, while one-quarter of
providers in Greece did not report a problem. In 2021,
the unavailability of accommodation to rent out was the
main reason for no longer offering a short-term rental
via a platform both in Greece and in the EU average. In
the case of Greece, twice as many respondents stated
that the provision of the service was not economically
beneficial, and quite considerable obstacles were re-
ported with respect to administrative restrictions and
the strictness or complexity of platform rules.
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4.2. Digital competitiveness
of the Greek Economy

Athanasios Chymis

4.2.1. Introduction

In 2021, the pandemic was again the major crisis of the
year. Covid-19 has been the catalyst for the accelera-
tion of the digital transformation worldwide. In particu-
lar, at the European level, the digital transformation (or
digital transition) is supported by two very important
initiatives: the Resilience and Recovery Plan (RRP)’
and the Digital Compass (DC) for the digital decade.?

The RRP provides significant funds for member states
to carry out economic, social, and environmental trans-
formation. Specifically, by 2026, Greece will receive ap-
proximately €30.5 billion (€17.77 billion as grants and
€12.73 billion as loans), 23.3% of which will support
the digital transition, 37.5% will support the green tran-
sition and the rest will support other (economic, social,
job training, etc.) goals.

Focusing on the digital transition, the European Com-
mission (EC) presented on March 9, 2021 the com-
pass for Europe’s digital transformation by 2030. It has
four pillars: a) skills, b) infrastructure, c) business and
d) government. Indicatively, some of the goals of this
digital transition are basic digital skills for at least 80%
of the population, gigabit for everyone, 5G everywhere,
first computer with quantum acceleration, 75% of com-
panies using cloud/artificial intelligence/big data, more
than 90% of SMEs reaching at least a basic level of
digital intensity, 100% of public services being provid-
ed online, 100% of citizens having electronic access to
medical records, 80% of citizens using digital identity.

4.2.2. The European Commission Digital
Economy and Society Index (DESI)

The latest version of the DESI index (2021) has signifi-
cant changes from previous versions due to the adap-
tation of the index to the initiatives described above.

Specifically, the index includes four, not five, parame-
ters in correspondence with the four axes of the DC: 1)
Human capital, 2) Connectivity, 3) Integration of digital
technology and 4) Digital public services.

Human capital includes 7 criteria related to people’s dig-
ital skills as well as the number of ICT specialists and
graduates. Connectivity includes 10 criteria for pene-
tration and coverage of fixed and mobile broadband
communications, 5G readiness and 4G and 5G cov-
erage. The integration of digital technology concerns
businesses and includes 11 criteria related to the use of
social media, mass data, artificial intelligence, electronic
invoices, as well as the degree of adoption of e-com-
merce, ICT for environmental sustainability and electron-
ic information exchange. Finally, digital public services
concern the state and include 5 criteria regarding the
number of public services for citizens and businesses
that offer digital, open data, and pre-filled forms.

The above changes significantly reduce the compa-
rability of the latest version of the index with past ver-
sions. Moreover, the updated index does not include
the United Kingdom, so it concerns the 27 member
states. Like every edition, the data used concern the
previous year from the edition year, i.e., the latest ver-
sion of the index (2021) refers to 2020 data. An impor-
tant feature of DESI is that it takes into account policies
that have been voted upon and will be implemented as
well as changes to data or more recent data, reaching
up to August 2021 in an effort to make the index as
up-to-date as possible in relation to its date of issue.

Table 4.2.1 presents the performance of Greece based
on the DESI 2021, the European average, and the best
performer. It seems that Greece relatively improved its
performance. According to DESI 2021, it is ranked 25"
out of 27 countries while the previous edition ranked
Greece 27" out of 28 countries. In terms of digital skills
(human capital), Greece holds the best relative posi-
tion (21%) and is closer to the European average. It
also has a relatively good position in the integration of
digital technology by companies, although compared
to Finland (the best performer) it is, in terms of points,
at approximately 50-60% of Finland’s performance.

The country performs much worse in terms of infra-
structure (connectivity), where it holds the last position

1. <https://ec.europa.eu/info/business-economy-euro/recovery-coronavirus/recovery-and-resilience-facility_en>

2. <https://ec.europa.eu/info/sites/default/files/communication-digital-compass-2030_en.pdf>
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(27™M), and e-government (digital public services) de-
spite the latest significant reforms in this field. These
reforms will be seen in the next edition of the index in
2022. The country will have to further accelerate the
digital transition of the public sector in order to be able
to cover the long distance that separates it from Esto-
nia, not only the best performer in this field, but also
with the highest score among all 4 DESI parameters.

Itis noted that DESI scores range from 0 to 100, where
100 is the perfect performance. The score of the best
performers as well as the EU average demonstrate

that there is still much road to be covered for the full
digital transition.

4.2.3. The IMD World Digital Competitiveness
Index

IMD publishes, annually, the Global Competitiveness
Yearbook. In addition, for the last 5 years, it has been
publishing the Digital Competitiveness Index in re-
sponse to the rapid developments of the digital trans-
formation worldwide. The latest version (2021) includes

TABLE 4.2.1 Greece’s score and rank according to DESI 2021

Indicator Greece EU-27 Best performer
Rank Score Score State Score
DESI 25 37.3 50.7 Denmark 70.1
Human capital 21 41.0 471 Finland 711
Connectivity 27 37.7 50.2 Denmark 74.0
Integration of digital technology 22 28.5 37.6 Finland 59.5
Digital public services 26 41.9 68.1 Estonia 91.8

Source: Digital Economy and Society Index (DESI) 2021 Greece.

TABLE 4.2.2 The evolution of the ranking of the Greek economy according to the IMD World
Digital Competitiveness ranking (total number of countries: 64)

Factor ranking/Year
Total ranking
Knowledge

Talent

Training and education

Scientific concentration
Technology

Regulatory framework

Capital

Technological framework
Future readiness

Adaptive attitudes

Business agility

IT integration

Source: IMD World Digital Competitiveness Ranking 2021.

2016 2017 2018 2019 2020 2021*
45 47 53 53 46 44
46 51 51 53 48 45
47 47 50 53 50 42
51 55 58 60 56 55
34 33 37 34 36 35
52 52 51 54 43
51 49 47 52 41
55 58 54 52 49
49 49 48 49 46
36 47 46 53 46 43
33 41 50 41 44 43
40 53 49 60 55 51
43 48 47 50 45 41

* Orange (light orange) color shows improvement (deterioration) relative to 2020 ranking.
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64 countries. The index measures the ability and read-
iness of states to adopt digital technologies auxiliary
to their necessary economic and social transforma-
tion.®

It is worth mentioning that out of a total of 52 criteria
used by the index, only 19 exclusively measure digital
competitiveness. The remaining 33 are criteria shared
with the competitiveness index of the global yearbook.

This means that the two indices are significantly related
and may explain why the European index DESI ranks
Greece ahead of only Bulgaria and Romania, while the
IMD index ranks it ahead of other European countries
such as Croatia, Slovakia, and Hungary.

Table 4.2.2 above shows the evolution of Greece’s
ranking according to the IMD digital competitiveness
index. Remember, the index refers to data of the pre-

TABLE 4.2.3 Greece’s ranking of selected criteria according to the IMD 2021

Criterion

International experience (s)

Foreign highly-skilled personnel (s)
Digital technological skills (s)
Employee training (s)

Total expenditure on R&D

Scientific and technical employment
High-tech patent grants

Enforcing contracts

Development and application of technology (s)
Scientific research legislation (s)
Funding for technological development (s)
Venture capital (s)

Investment in telecommunications
Mobile broadband subscribers
Wireless broadband

High-tech exports

E-Participation

Internet retailing

World robots distribution

Agility of companies (s)
E-Government

Public-private partnerships (s)
Cyber security (s)

Software piracy

Source: IMD World Digital Competitiveness Ranking 2021.

Ranking 2020 Ranking 2021
47 19
58 52
41 36
56 44
35 31
25 20
45
59
47 36
40
50 41
57 49
11
40
40 32
32 32
41 41
29
44 44
57 51
37 37
40 30
37
52 52

Note: Orange (light orange) [blue] color indicates improvement (deterioration) [stagnation]. (s) indicates that
the specific criterion was measured using the Executive Opinion Survey.

3. For more information on the method of the index, you can refer to last year's homonymous article (Greek Economic Outlook, issue 44,

February 2021).
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vious publication year, i.e., it refers to 2020. As point-
ed out in the case of DESI, the significant changes
and developments that occurred in 2021 will be cap-
tured by the next version of the index. Greece rose
two places from the previous edition, reaching the 44"
rank, which is the best position since 2016, when this
index was published for the first time. This, of course,
does not mean everything is fine. On the contrary,
Greece needs a significant acceleration of its digital
reforms if it wants to achieve not only a higher degree
of digital transformation, but also some degree of dig-
ital convergence with its partners, i.e., to get closer to
the EU average.

Orange color in Table 4.2.2 indicates improvement
compared to the previous version of the index (2020),
while the light orange indicates deterioration. Of the
three key factors that make up the index, two (Knowl-
edge and Future Readiness) improved in the ranking
while one (Technology) declined.

Table 4.2.3 presents selected criteria that either im-
proved compared to the previous version of the index,
deteriorated, or remained stagnant. The improvement
of the criterion “International experience” (referring to
business boards) is impressive. It is worth noting that
many of the criteria, such as the above, receive values
based on the survey questionnaire sent annually to
business executives and are not based on objectively
measurable data, such as, for example, the penetra-
tion of broadband. Of the 52 criteria, about 2/3 are cal-
culated based on objective data and 1/3 based on the
(subjective) answers to the executive opinion survey.
In any case, the effect of a single criterion is not capa-
ble of significantly affecting the overall ranking of the
country. In Table 4.2.3, the criteria calculated based
on the survey are indicated by (s) next to the criterion.

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

4.2.4. Concluding remarks

The digital performance of Greece according to the
two main digital indicators —the European digital
economy and society index DESI and the international
digital competitiveness index of the IMD— shows a
slight improvement of the relative position of the coun-
try in comparison to its partners in Europe as well as
globally. According to DESI, Greece rose one place
to 25" among the 27 member states, and according
to the IMD index, it rose 2 places to 44" out of 64
countries.

The reforms and changes that have taken place in
Greece over the last 2 years have certainly been affect-
ed and accelerated by the COVID-19 pandemic. But
the same has happened in most, if not all, countries
of the world and especially the group of high-income
countries, which Greece is part of. This suggests that
the digital transition should be further accelerated if
the country’s goal is to break away from the bottom
of international rankings and come closer to the Eu-
ropean average. The relatively positive results of the
indicators of the last editions show that this is not im-
possible. The next editions of the indices will show if
Greece converges to the EU average regarding its dig-
ital transformation.
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Inequalities between men
and women in 21st century Greece

loannis Cholezas*;**

Abstract

Inequalities between men and women, often referred
to as gender inequality, are still evident in Greece. The
aim of this article is to chart the situation, starting from
the legislative acts and continuing with the presenta-
tion of relevant research findings regarding the fac-
tors that determine the extent and nature of gender
inequality, while at the same time, serve to perpetu-
ate them. The analysis is conducted using two reli-
able contemporary indices of gender inequality that
capture the phenomenon in its entirety. The findings
suggest that, despite the progress achieved, gender
inequality is still strong in Greece compared to other
European countries, and the backwardness of Greece
has expanded over the past decade. Gender inequali-
ty indices attribute the biggest contributions to gender
inequalities to differences between sexes in the do-
mains of power, time and labour. Family and the edu-
cation system also play a crucial role by, either de-
liberately or inadvertently, shaping students’ views
and beliefs about women, while the under-representa-
tion of women in decision-making centres seems to
trap them in a vicious cycle.

Keywords: gender inequality, SIGI, GEI, household,
family, education.

JEL classification: J16, 124

1. Introduction

The unequal treatment of women in Greece has often
been at the centre of public discourse. Gender ine-
qualities are evident in various aspects of daily life and
are not new. Over the past few decades, awareness
has risen, and there have been state efforts to ensure
gender-equal opportunities under the guidance of the
European Union.!

The unequal treatment of women has social and ethi-
cal consequences, but also economic ones. Discrim-
inating against half of the population means less than
optimal benefits for the society and the economy,
and it leads to underutilisation or even complete de-
preciation of human capital and waste of resources.?
For instance, the World Bank estimated in 2018 that
the annual cost of compensating women with lower
wages than men, which results partially from treating
women unequally once entering into the labour mar-
ket, as well as before, e.g., while in education or while
looking for a job, amounted to 160.2 trillion dollars
worldwide (Wodon and de la Briere, 2018). Moreover,
there is cost associated with gender violence. The Eu-
ropean Institute for Gender Equality (EIGE) estimated
this monetary cost at 336 billion euros annually in the
EU; 79% of the cost is attributed to violence against
women (EIGE, 2014).
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1. There is an interesting description of the steps taken in Greece and the EU towards gender equality in Vougiouka and Papagiannopoulou
(2019).

2. One should consider the amount of resources allocated to an individual’s education to cover the direct and indirect cost, private and
social, and how those resources are lost to a great extent (but not entirely) because the individual never integrates into the labour market.
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The main goal of this article is to shed light on the inten-
sity and nature of gender inequality in contemporary
Greece?® using two composite indices. These indices
rely on a great number of parameters and, therefore,
they paint a more complete picture than would result
from relying solely on one criterion, e.g., the gender
earnings differential. According to Eurostat,* the gen-
der wage gap in 2018 was smaller in Greece than the
EU27 average (10.4% of gross mean male earnings
in Greece vs. 14.4% in the EU27), while, compared to
previous years, it has been declining (12.5% in 2014
and 15% in 2010). Relying only on the wage gap, one
would have to argue that women in Greece are doing
better than their European peers and their relative po-
sition is steadily improving over time. However, that
would not be a safe conclusion, since it ignores the
fact that a respectable share of women, much bigger
than in other EU countries, do not participate in the
labour market in the first place. Those women would
probably be low paid; hence, their absence leads to
an underestimated gender wage gap. On top of that,
economically active women face fewer employment
opportunities compared to men (Cholezas and Kanel-
lopoulos, 2016). Moreover, focusing on the wage gap
utterly ignores gender inequality manifested in other
aspects of women’s lives even before they enter into
the labour market.

However, before discussing gender inequality indices,
it would be useful to present briefly the changes in the
Greek legislative framework associated with gender
equality that have taken place roughly over the past
fifty years and to discuss the findings of selected re-
search studies that refer to the description and inter-
pretation of the relevant position of Greek women.

2. Legislative initiatives to fight gender
inequality

The Greek state did not remain idle in the face of gen-
der inequality. The most important initiatives can be
summarised as follows. Article 22 of the Greek Con-
stitution states: ‘All workers, irrespective of gender or
other divisions have a right to equal compensation
for equal work provided’. However, the goal cannot

be accomplished without targeted legislative meas-
ures. Hence, law 1414/1984 abolished discrimination
against women in the labour market by applying EU
law in areas like professional orientation and voca-
tional training, access to employment, workers’ com-
pensation schemes (underpaid employment and
self-employment), working conditions and profession-
al development, etc. Despite expectations, the results
were not satisfactory (Karamessini and loakimoglou,
2003; Papagiannopoulou and Paparouni, 2005). Law
2839/2000 followed; it required that at least 1/3 of the
members of administrative boards or other administra-
tive collective bodies in public services, legal entities
of public or private law and local government organi-
sations be female. However, even recent studies (e.g.,
Vougiouka and Papagiannopoulou, 2019) show that
gender equality in the domain of power has not yet
been achieved.

Law 1414/1984 was updated two decades later with
law 3488/2006, adapting the Greek law to the chang-
es introduced in the EU law® associated with the equal
treatment of men and women in the domains of em-
ployment, vocational education, professional pros-
pects and working conditions. Nevertheless, it seems
that not much has changed since then (Papagiannop-
oulou, Amitsis et al., 2008). So long as vocational ed-
ucation and training does not provide men and wom-
en with equal opportunities, it perpetuates obstacles
blocking women’s access to the labour market. Law
3896/2010 (article 25) was implemented a few years
later; it aimed at ensuring equal opportunities to and
equal treatment of men and women in the context of
a relevant European directive® regarding: a) access
to employment and professional development, includ-
ing vocational education; b) terms and conditions of
work, including pay; and c) occupational social secu-
rity systems.

Law 4343/2016, passed in the mid-2010s, incorpo-
rated two more EU directives” into Greek law that
involved, among other things, the equal treatment of
individuals in employment and work irrespective of
their personal characteristics. The terms employment
and work include the following: a) terms of access to
work and employment (selection criteria, hiring terms,

3. The analysis purposely stops in 2019 to avoid possible bias caused by the unique circumstances prevailing in the subsequent two years

in the labour market due to Covid-19.

4. <https://ec.europa.eu/eurostat/databrowser/view/sdg_05_20/default/table?lang=en>

5. Application of the Directive 2002/73/EC of the European Parliament and the Council.

6. Directive 2006/54/EC of the European Parliament and the Council.

7. Directive 2000/43/EC and Directive 2000/78/EC of the European Parliament and the Council.
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etc.), b) access to vocational education and training,
apprenticeships, etc., ¢) terms and conditions of work
like wages, health, safety at work and, in case of un-
employment, reintegration and reemployment, and d)
participation in trade unions. Probably the most impor-
tant change introduced by this law was the reversal
of the burden of proof from the employee to the em-
ployer. This means that if the employee accuses the
employer of discrimination based on personal charac-
teristics, the employer has to prove that the accusation
is false.

More recently, law 4604/2019 regulated matters aim-
ing at promoting gender equality, preventing and fight-
ing gender violence.® Several definitions clarify rele-
vant concepts like gender mainstreaming and sexual
harassment, the gender plan (a sum of complete and
self-complementing interventions of public or private
bodies and businesses aiming at gender equality in
practice), the gender equality badge (in businesses
that pursue policies of equal treatment and equal op-
portunities) and the Network of Structures (counselling
centres for women, etc.). Moreover, the law provides
for the establishment of a national mechanism for
gender equality at central, regional and local levels as
well as the establishment of the National Council for
Gender Equality under the General Secretariat for De-
mography and Family Policy and Gender Equality. The
first part of the law defines the concepts of integrating
gender equality and the gender dimension in public
policies, integrating the gender dimension in private
life and employment, as well as the content and the
composition of the Network of Structures for prevent-
ing and fighting violence and multiple discriminations
against women.

Lastly, the National Action Plan for Gender Equality
in period 2021-2025° constitutes a complete strategy
that includes four axes of priority and 67 actions. The
first axis is about preventing and fighting gender and
domestic violence and sets four distinct goals, among
which is fighting violence at work. The second axis re-
fers to women’s equal opportunities to participate in
decision-making positions and take on leading roles
and includes three distinct goals, among which is the
increase in the number of women involved in politics
and the reinforcement of women’s and girls’ education
and training for taking on leading roles. The third axis
is concerned with the equal participation of women
in the labour market with five separate goals, among

which is the promotion of women’s entrepreneurship
and the strengthening of women’s and girls’ educa-
tion and training in research and technology. The
fourth axis is about integrating the gender dimension
into sectoral politics. It provides for eight spate goals,
among which is the promotion of gender equality in
education, science and research, as well as the collec-
tion of statistical data, research and access to knowl-
edge from a gender perspective. Providing for a spe-
cific monitoring process of the action plan at central,
regional and local levels could prove crucial. It is worth
noting that there were action plans for gender equality
in the past in the EU’s Support Framework and later in
the Partnership Agreements. They contributed to the
improvement of the position of women, both before
they decide to participate in the labour market (e.g.,
through improving their skills) and once they partici-
pate, by succeeding in neutralising discrimination to
some extent and promoting equal opportunities for all.

3. Empirical studies on gender inequality

A careful reading of studies addressing gender ine-
quality in Greece, combined with the legislative initia-
tives already presented, suggests that there has been
progress towards gender equality both in the public
and private sector, utilizing national and European
resources to implement actions and policies to that
end. However, the state of play for women in Greece is
still problematic since gender mainstreaming and the
appropriate management of factors contributing to in-
equality between men and women remain desirable,
not accomplished.

The studies presented in this section mainly focus on
three issues associated with gender inequality. In the
beginning of the 2000s studies dealt with the descrip-
tion and assessment of the results of interventions to
promote gender equality, while, at the end of the dec-
ade, studies focused on exploring factors responsible
for preserving gender inequality with special attention
paid to education and family. The most recent stud-
ies deal with the importance of striking a work-life bal-
ance, especially for women.

In particular, many Greek private-sector firms intro-
duced positive actions in the past to promote gender
equality; for example, measures to reconcile work with
family/private life, extend parental leave, increase the
flexibility of working hours, special leaves of absence,

8. Law 4531/2018 had passed earlier. It validated the Convention of the Council of Europe for preventing and fighting violence against wom-

en and domestic violence in its first five articles.

9. The entire action plan is available at: <http://www.opengov.gr/minlab/wp-content/uploads/downloads/2021/07/EZAl®-2021-2025.pdf>.
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child-care services within the firm’s premises, modern
personnel management systems, etc. (Alitzoglou et al.,
2002). Those were steps towards the right direction,
but they were often ignored in practice. Various poli-
cies promoting gender equality were also introduced
from time to time by the state. For instance, all-day
school, including kindergarten, and daycare schools
aimed at facilitating women with young children; care
centres for the elderly aimed at relieving women who
care for them, and the programme ‘Help at Home’
supported the low income elderly living alone. Moreo-
ver, seminars for gender equality organised at second-
ary schools and vocational schools aimed at raising
teachers’, students’, parents’ and society’s awareness
of gender inequality; gender quotas in apprentice-
ships and scholarships aimed to direct women to-
wards male-dominated studies and professions and to
facilitate their integration to the labour market (Papa-
giannopoulou and Paparouni, 2005). The last point is
very important, since the share of women in the labour
force in Greece is typically low."® However, active la-
bour market policies have not yet been able to escape
the trap of gender inequality, since eligibility criteria
often favour men even where training programmes are
concerned (Papagiannopoulou, Amitsis et al., 2008).

Therefore, it is not hard to show that the concentration
of women in specific fields of study, occupations and
sectors is associated with lower female wages, i.e.,
there is a gender wage gap (Karamessini and loaki-
moglou, 2003). This conclusion is not new; however,
it verifies previous findings. Kanelloupoulos (1986) at-
tributes a big share of the wage differential between
men and women to the occupational segregation.
Moreover, according to Karamessini and loakimoglou
(2003), discrimination against women in hiring practic-
es and collective agreements leads, at least to some
extent, to lower female wages. Indeed, the International
Labour Office supports the view that collective agree-
ments that shape the working environment could con-
tribute to the reduction of obstacles facing women at
work (ILO, 2015). In practice, collective agreements in
Greece do not seem to promote gender inequality so
long as firms comply. This is not a given though, since
the risk of a firm being punished is relatively small. In
addition, most vulnerable workers, often women, have
no substantial role in forming the agenda of collective
bargaining; hence, it is difficult to promote their inter-
ests and goals (Giannakourou and Soumeli, 2002).

Education is one of the most important areas in which
gender inequality is observed because it is also a fac-
tor promoting it; children’s socialisation takes place in
schools while their views and stereotypes are shaped.
Although there seems to be some gender balance in
the composition of teachers and students at first sight,
in practice there are big qualitative differences (De-
ligianni-Kouimtzi et al., 2003; Moschovakou, Korella et
al., 2008). Therefore, most women choose to study in
specific scientific areas which lead to occupations and
sectors with lower wages and worse career prospects.
Even in sectors where women have a strong presence,
like education, they seem to prefer pre-school and pri-
mary education, while female teachers in secondary
education prefer classes with fewer and younger stu-
dents as well as specific subjects, e.g., ancient Greek,
Greek language and foreign languages. There are
also fewer women professors in tertiary education, al-
though their number is increasing over time.

The underrepresentation of women in administrative
posts and positions of authority in all levels of educa-
tion is also worth mentioning. At the same time, wom-
en are almost completely absent from vocational edu-
cation. The fact that most male teachers do not realise
their own contribution to preserving gender inequality,
through everyday practices and methods of teaching,
is alarming but not surprising. Recognising the role of
education in fighting gender inequality, the Ministry of
Education and Religious Affairs and the General Sec-
retariat for Demography and Family Policy and Gen-
der Equality have taken several actions. Such actions
include special educational material that promotes
gender equality; books, studies and guides for teach-
ers and students; the establishment of post-graduate
studies providing scholarships for women, etc.'" De-
spite those initiatives, a survey on teachers suggests
that professional development in education continues
to rely disproportionately on gender (Papagiannopou-
lou, Kavoulakos et al., 2008).

Other surveys confirm that stereotypes, behaviours
and views women have with respect to their own
gender role, which are shaped within the educational
system and familial environment, are also responsi-
ble for both the horizontal and vertical occupational
segregation of women (Moschovakou, Kantaraki et
al., 2008; Vryonis, Dinapogias et al., 2008). In addi-
tion to the distribution of household tasks that burden

10. According to official Eurostat data, the labour force participation rate of females aged 20-64 in 2019 stood at 65.3% in Greece compared

to 82.9% for men and 72.5% for women in the EU27.

11. An assessment of the effects of EU funded programmes promoting gender equality and addressing the labour market can be found in

Papagiannopoulou, Kaliveza et al. (2008).
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women more than men as well as biased views with re-
spect to a woman'’s role by parents and the family that
are passed on to children (Moschovakou, Korella et
al., 2008), stereotypes at the workplace and the con-
stant pressure women feel to prove their worth when
they occupy a position of authority create additional
obstacles to their professional development (Moscho-
vakou, Kantaraki et al., 2008).

The distribution of housework between men and wom-
en makes it difficult for women to reconcile personal
and family life with work. The reason is that women
usually undertake more tasks and devote more time
to housework despite progress made over time at the
family and the state level via relevant policies and ac-
tions, probably because this progress is fragmentary
(Simeonaki, Karamessini et al., 2016). The burden
is bigger for married women with children or other
household members who need care. As a result,
women more often work part-time, earn lower wag-
es, have fewer career prospects and fewer chances to
develop professionally while they suffer from labour
law violations.

Interestingly, there is less unequal distribution of
housework among better educated women, younger
women and women who earn higher wages according
to Germotsi, Moschovakou and Papagiannopoulou
(2016). The same study argues that it is long working
hours, limited flexibility in working time, short hours
of public childcare services and lack of support from
other household members (however, when it exists it
emanates from the spouse) that cause difficulties in
reconciling work with family life. Moreover, any bene-
fits enjoyed by women, e.g., maternity leave, are often
perceived as competitive disadvantages by employers
and sometimes women themselves.

To summarise, existing gender inequality can be at-
tributed to institutions that more or less involuntarily
facilitate the perpetuation of stereotypes and views
about the role of women in contemporary society and
economy; family and education are two important
institutions. They shape women’s perceptions about
themselves and direct them to specific areas of study
often associated with low wages and poor career pros-
pects. Moreover, the institutional framework, even af-
ter decades of interventions, has not yet managed to
eliminate gender inequality, partly because its imple-
mentation is often incomplete. Therefore, the under-
representation of women in decision-making positions
(Vougiouka and Papagiannopoulou, 2019) comes nat-
urally and binds women’s unequal opportunities. At

the same time the underrepresentation of women per-
petuates these unequal opportunities, depriving them
of the power to challenge the status quo and cause
changes to their benefit.

4. Gender (In)equality indices

After reviewing empirical research on gender ine-
quality in Greece over the past years, this section is
dedicated to the current situation. The intensity and
nature of discrimination against women compared to
other European countries is approximated using two
composite indices: the Social Institutions and Gender
Index (SIGl), developed by the Development Centre of
the OECD, and the Gender Equality Index (GEI), cal-
culated by the European Institute for Gender Equal-
ity (EIGE). Both indices were chosen because they
consider multiple parameters to capture all aspects
of gender (in)equality. Moreover, due to the common
methodology they use, they allow for comparisons be-
tween countries and years.

The SIGI measures the unequal treatment of women
by social institutions, reflected in formal and informal
laws, social norms and practices.'? The index com-
bines qualitative and quantitative data considering dis-
crimination against women in social institutions either
by the law and moral correctness or practices. The in-
formation collected involves the entire life of women,
since discrimination by social institutions intertwine,
leading women to poverty and depriving them of the
chance to actually have control of their lives. In other
words, women’s access to justice is often restricted
along with their rights and opportunities to empower-
ment, while their ability to self-determine and make de-
cisions on their own is downplayed. Even though some
of the above sound unfamiliar to Greece, it should be
noted that the index is estimated for 180 countries. The
estimation of the index includes four dimensions of so-
cial institutions that affect women'’s lives:

a) Discrimination in the family (distribution of house-
work, ease of divorce, etc.),

b) Restricted physical integrity (violence against
women, reproductive autonomy, etc.),

c) Restricted access to productive and financing
resources (workplace rights, access to financial
services, etc.),

d) Restricted civil liberties (representation in political
life, treatment of women in public office, etc.).

12. Detailed information can be found at <https://www.genderindex.org/sigi/>.
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GRAPH 1

Social Institutions and Gender Index (SIGl) and selected sub-indices, 2019
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Source: OECD <https://www.genderindex.org/ranking/?region=europe>.

Note: Austria (AT), Estonia (EE), Cyprus (CY), Portugal (PT), Belgium (BE), Latvia (LV), Romania (RO), Bulgaria (BG), Spain (ES),
Lithuania (LT), Slovakia (SK), France (FR), Ireland (IE), Luxembourg (LU), Slovenia (Sl), Germany (DE), Italy (IT), Malta (MT), Sweden
(SE), Denmark (DK), Netherlands (NL), Hungary (HU), Czech Republic (CZ), Greece (EL), Croatia (HR), Polland (PL), Finland (Fl).

The general SIGI for 25 EU countries in 2019 is pre-
sented in Graph 1. A higher index value represents
higher gender inequality. European countries typically
belong to the two last groups of countries character-
ised by either low values of the index (it ranges from
20% to 30%) or very low values of the index (lower
than 20%). The index in Greece stands at 27.1%,
which means that the country ranks second to last
amongst the 26 EU countries and the expanded group
of 37 European countries;™ only Cyprus fares worse.
Note that in Italy, which is often considered culturally
similar to Greece, the index stands at 13.5% and in
Denmark at 10.4%. Moreover, Greece has the worst
performance in the sub-index that measures discrim-
ination within the family and the sub-index that meas-
ures equal access of men and women to productive

and financial resources. In practice, this means that
in Greece women are burdened with housework dis-
proportionately compared to men and women in other
European countries. At the same time, it is more diffi-
cult for women to access funds, e.g., necessary to set
up a business, and to claim equal opportunities in the
labour market as men.

The evolution of the index over time cannot be ob-
served since —due to lack of data— it was not calcu-
lated for 2014. Regarding the individual indices that
constitute the general index, discrimination within the
family seems to have increased over time. On the con-
trary, there is an improvement in the sub-index which
measures political freedom'™ in period 2014-2019.
Hence, Greece ranks somewhere in the middle of the
list of 25 countries of the EU™ in 2019.

13. Switzerland has the lowest index value (8.1%) amongst 37 European countries. Surprisingly, Cyprus is categorised in West Asia. If it is
included in Europe, since it is a member of the EU after all, it is the country with the greatest gender inequality (28.3%) amongst the European

countries included in the analysis.

14. Note that there were many countries with zeros in this specific sub-index in 2014 but positive values in 2019. Since it is not clear what
these zeros actually mean, these findings should be interpreted with caution.

15. Cyprus and Luxembourg are missing from the list.
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The second index employed is the Gender Equality
Index (GEI)."® The index was constructed to allow for
the monitoring of the intertemporal evolution of gen-
der inequality in EU countries and for comparisons be-
tween them. '” The index is a composition of individual
indices that estimate gender inequality based on six
parameters:

a) Work (gender differences in the labour force par-

ticipation rate, women’s segregation in specific
occupations, etc.),

b) Money (gender differences in wages and income,

the risk of poverty, etc.),

Knowledge (gender differences in education attain-
ment and training, women’s segregation in specific
fields of study, etc.),

d) Time (gender differences in time devoted to un-

paid work, like housework and child-rearing, etc.),

GRAPH 2
Gender Equality Index (GEI) 2010/2019
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e) Power (gender differences in participation in polit-

ical and economic processes, etc.), and

f)  Health (gender differences in health status and ac-
cess to health services, like differences in life ex-
pectancy, access to dental services, etc.).

Contrary to the SIGlI, lower values of the GEI represent
greater gender inequality. Greece ranks last amongst
EU27 countries based on the most recent estimates in
2019 (Graph 2). Gender equality in Greece falls short
by approximately 30 percentage points of Sweden’s,
which ranks first, and more than 15 percentage points
of the EU27 average. Hungary and Romania complete
the trinity of countries with the poorest performances,
along with Greece.

Between 2010 and 2019, the EGl increased in Greece
by 4 points (from 48.6 to 52.5), which represents an
improvement in gender equality. However, the EU27
average GEI improved by 15 points (from 53.4 to 68).

0 T T T T T T T T T T T T
EL HU RO SK PL CZ CY LT HR BG EE LV PT

IT MT SI EU AT DE LU BE

T T T T T T T T T T T T T
IE ES FI FR NL DK SE

GEI 2019

GEI 2010

Source: EIGE <https://eige.europa.eu/gender-equality-index/2019/EL>.

Note: Estimates were published in 2021 but they rely on 2019 data.

16. A detailed discussion of the index is available in EIGE (2013).

17. The index was recognized by the Joint Research Centre of the European Commission as a reliable measure of gender inequality in the
EU (Papadimitriou, Norlen and Del Sorbo, 2020). Detailed information can be found at <https://eige.europa.eu/sites/default/files/documents/

MHO0113513ENC.PDF>.
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This has two consequences. The first one is that
advancements in Greece have been relatively small
since 2010; this means that the position of women
improved slowly and, therefore, the country should
pick up its pace. The second consequence is that the
gender equality gap with the EU27 has expanded over
the period because the position of women improved
faster there.

The decomposition of the GEI to its constituent param-
eters is interesting and informative. Table 1 presents
all the necessary information in a clear and compre-
hensive manner.' Next to each of the six parameters
that were used to construct the index, there is a col-
umn that shows the ranking of the country based on
the specific parameter. This piece of information can
be used to reach useful conclusions; for example, it
makes it easy to trace the parameters in which Greece
falls farther behind and suggest suitable interventions
to promote gender equality.

In particular, Greece ranks second to last, in the 26"
place on the list, in three parameters: work, time and
power. Of these three parameters, it falls alarmingly
short in power (28 points lower than the EU27 aver-
age), then time (20.2 points lower) and, finally, work
(6.3 points deviation from the average). In the first pa-
rameter, the worst performance is reported in ltaly, in
the second parameter in Bulgaria and in the third in
Hungary. However, what makes Greece stand out in
a negative way is the fact that it performs systemati-
cally poorly in almost all parameters and the variables
that constitute them. Health is the only exception since
Greece ranks 15%.

With respect to the parameter of work, Greece’s disad-
vantage is the biggest (10.7 points) compared to the
EU27 average in the variable ‘Full time equivalent em-
ployment rate, where women seriously underperform
compared to men (Table 2). The maximum value of the
index is reported in Sweden (94%), 30 points bigger
than Greece. The variable ‘Ability to take one hour or
two off during working hours to take care of personal
or family matters’ comes next; the value of the index
in Greece is 10.5 points smaller than the EU27 aver-
age and 41.2 points smaller than the best performing
country, i.e., the Netherlands (92.6%). Unsurprisingly,
Greece’s performance is better (40.6%) than the EU27
average (35.2%) regarding the variable ‘Employed
people in education, human health and social work
activities’; these three sectors tend to attract a lot of
women in Greece.

Regarding the parameter of time, Greek women do
worse than men in the variable ‘Workers doing sport-
ing, cultural or leisure activities outside of their home,
at least daily or several times a week’ (Table 2). This
means that men engage in such activities more often
than women, probably because they have more free
time. The difference from the EU27 average is great-
er than 26 points and more than 58 points from the
Netherlands. Relatively more women in Greece are in-
volved in daily cooking and cleaning at home, so this
sub-index is approximately 26 points smaller than the
EU27 average. Sweden ranks first once more, proba-
bly because women share those responsibilities with
men there, and the sub-index stands at 86.7%, 26
points bigger than Greece. Note that Greece scores
lower than the EU27 average in all variables with re-
spect to the parameter of time.

As far as power is concerned, there are eleven varia-
bles used to construct the parameter (Table 2). Greece
performs lower than the EU27 average in all of them.
The greatest disadvantage is reported in the share of
female board members of research funding organisa-
tions, which is 72.2 points smaller than the top per-
forming country, i.e., Luxembourg, and 49.3 points
smaller than the EU27 average. Note that Greece per-
forms worst in this variable compared to all variables,
not just the variables used to construct the sub-index
for this parameter. The second worst performance of
the country is reported in the share of female board
members of publically owned broadcasting organi-
sations; the value of the variable in Greece is 36.3
points smaller than the EU27 average and 64.4 points
smaller than the best performing country, i.e., Ireland
with 98%.

Even though Greece ranks 15™ in the list of countries
regarding health (Table 2), this should not cause
complacency since the value of the sub-index is
lower than the EU27 average by 3.5 points. This is
despite the fact that Greece fares better than aver-
age in seven out of ten variables used. Among them,
Greece has the biggest advantage in the variable re-
garding the share of people considering their health
is either good or very good. In other words, women
consider themselves of good health more often than
men. Obviously, one’s own perception need not re-
flect the truth. In any case, it seems clear that efforts
to promote gender equality do not have to start from
this parameter.

18. Table 2 presents the sub-indices and individual variables used to construct the indices for both the EU27 and Greece.
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TABLE 2 Detailed Gender Equality Index (GEI) sub-indices, 2019

Work
Participation
FTE employment rate (%)
Duration of working life (years)
Segregation and quality of work
Employed people in education, human health and social work activities (%)

Ability to take one hour or two off during working hours to take care of personal or
family matters (%)

Career Prospects Index (points, 0-100)
Money
Financial resources
Mean monthly earnings (PPS)
Mean equivalised net income (PPS)
Economic situation
Not at risk of poverty (%)
Income distribution $20/80
Knowledge
Attainment and participation
Graduates of tertiary education (%)
People participating in formal or non-formal education (%)
Segregation
Tertiary students in education, health and welfare, humanities and arts (%)
Time
Care activities

People caring for and educating their children or grandchildren, elderly or people
with disabilities, every day (%)

People doing cooking and/or household work, every day (%)
Social activities

Workers doing sporting, cultural or leisure activities outside of their home, at least
daily or several times a week (%)

Workers involved in voluntary or charitable activities, at least once a month (%)

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

EU
71.6
81.3
75.5
87.1
63.1

35.2

61.9
92.1
82.4
76.9
78.2
75.7
88.3
94.6
82.0
62.7
725
81.2
63.8
54.1
54.1
64.9

69.1

80.1
58.1

61.0

65.8
56.3

EL

65.3

72.7

64.9

80.5

58.7

40.6

515

84.0

73.7

62.2

66.7

57.7

87.3

94.6

80.1

54.9

67.3

80.2

54.4

44.8

44.8

447

50.9

69.6
32.2

39.3

39.6
39.0



TABLE 2 (continued)

Power
Political
Share of ministers (%)
Share of members of parliament (%)
Share of members of regional assemblies (%)
Economic

Share of members of boards in largest quoted companies, supervisory board or
board of directors (%)

Share of board members of central bank (%)

Social

Share of board members of research funding organisations (%)

Share of board members of publically owned broadcasting organisations (%)

Share of members of highest decision making body of the national Olympic sport
organisations (%)

Health
Status
Self-perceived health, good or very good (%)
Life expectancy at birth (years)
Healthy life years at birth (years)
Behaviour
People who don’t smoke and are not involved in harmful drinking (%)
People doing physical activities and/or consuming fruits and vegetables (%)
Access
Population without unmet needs for medical examination (%)"
Population without unmet needs for dental examination (%)”
Source: EIGE.

Note: Greece has an advantage in sub-indices reported in bold letters.

* These sub-indices have a negative content, so a smaller value is preferable.
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EU
55.0
58.5
58.9
60.5
56.2

48.8

53.2
44.4
58.2
73.3

70.0

31.3
87.8
92.1
87.8
95.7
92.9
74.8
77.0
72.7
98.2
98.3

98.1

EL

27.0

36.1

29.7

38.0

40.5

20.8

21.5

25.7

24.0

33.7

19.3

84.3

95.2

95.3

96.2

94.0

66.6

80.2

53.0

94.5

94.0

95.0
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5. Discussion and suggestions

Based on the preceding discussion, there have been
important steps promoting gender equality in Greece
in the public and the private sector. This view seems
to be justified by the relevant literature, the legislative
initiatives and the Gender Equality Index (the SIGlI is
unable to provide a clear view), which shows an im-
provement of the position of women over time. How-
ever, this improvement is slow and falls behind the
improvement reported in the EU27 average; therefore,
the gap between Greece and the European average
has expanded.

Both indices reviewed seem to agree that discrimina-
tion in the family, associated mainly with the dispro-
portionate burden placed on women with respect to
housework, is an important scope of action to promote
gender equality; relevant studies seem to verify this
conclusion. The time women have at their disposal,
due to increased housework responsibilities, is not
enough to allow them to participate in social activities
that are necessary for their professional, social and
economic progress. As a consequence, women have
a disadvantage compared to men, when it comes to
the labour market especially regarding employment
rates, and they are unable to reconcile work with pri-
vate life given the limited flexibility in working hours.
The fact that women are heavily underrepresented in
positions of authority and influence according to the
GEl, e.g., fewer women are board members of organi-
sations funding research or publicly owned broadcast-
ing organisations, is both a result of and a cause for
gender inequality.

Interventions that could turn the tables and decrease
gender inequality to a measurable extent are not easy
to specify. According to the reviewed literature, there
are factors that affect gender inequality in complex
ways like education and family or the lack of women’s
power. It seems then that there is a vicious cycle at
play that perpetuates the current status. Family and
education shape views and perceptions that facilitate
the persistence of the social and economic status quo
and block changes in the institutions of family and
education. Either directly, because it is always hard
for parties involved to accept changes, or indirectly,
because people who are actively involved in those
changes do not realise the reasons why they are nec-
essary. At the same time, women are unable to make
decisions and force changes to their benefit because
they lack the necessary power.

This means that any changes decided upon should be
implemented in a concerted and resolute way. Instead
of specific suggestions, since there are many of those
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in the literature reviewed, general directions of actions
considered crucial are put forward. A very important
one is gender mainstreaming, i.e., the integration of
the gender aspect in every policy and action; from
now on, the ways an initiative improves the position of
women in practice should be proved. Additionally, the
importance of gender mainstreaming is already recog-
nised in the National Action Plan for Gender Equality.
Revising the past practices and methods in the edu-
cation system is absolutely necessary if essential pro-
gress is to be made, including raising the awareness
of teachers, students and parents across all levels of
education. It goes without saying that the cooperation
of involved parties is a necessary prerequisite for suc-
cess. Through reforming education, the familial envi-
ronment will also change. Additional actions to mobi-
lise parents could speed up the process.

It is necessary to assess all interventions in order to
trace any problems and points that require improve-
ment. This is particularly important where the labour
market is concerned. Enforcing the principle of gender
equal treatment in the labour market is essential, but
it is of utmost importance to monitor and ensure com-
pliance with the rules; this is a task complicated by the
number of small-size businesses in Greece. Moreover,
some of women’s labour rights put them at a disadvan-
tage versus men; e.g., the maternity leave. Expanding
those rights to men could help balance the pressure
on women. However, at the same time, there should
be measures to support businesses bearing the extra
cost. In this context, some European countries have
managed to promote gender equality efficiently and
could be used as role models and provide solutions
adapted to the Greek reality. Furthermore, reforming
vocational education and training as well as lifelong
learning practices to consider the needs (and skills) of
women could only have positive effects on their career
development prospects. Also, legislating to increase
women’s participation in positions of authority and in-
fluence, even if limited to the public and broader public
sector and political parties, would increase women’s
power and facilitate all necessary interventions. Last
but not least, the new National Action Plan for Gender
Equality seems adequately equipped to succeed so
long as the pathogenies that blocked the effectiveness
of actions promoting gender equality in the past are
traced and overcome.
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PsychoManagement:
A new approach to management

Georgios Lountzis*
Theodosios Palaskas**

Abstract

Emotional Intelligence (El), and in particular the areas
of empathy and social skills, are the foundation of the
principles of “PsychoManagement”. The a priori theo-
retical relationship between the new approach to hu-
man resource management —based on El/— and the
effects it may have on employees’ satisfaction is the
subject of this article. For the empirical evaluation and
analysis of this relationship, the most appropriate meth-
odological tools are used: the Wang & Law (WLEIS)
questionnaires for El and ESI (Employee Satisfaction
Index) for employees. Indices and statistical analysis of
primary research data lead to the conclusion that “Psy-
choManagement” can be the core for the development
of a modern management model, which can be effec-
tively implemented in companies and contribute to the
job satisfaction of human resources.

Keywords: PsychoManagement; Emotionally intel-
ligent manager/team; Management; Empathy; Social
Skills; Human Resources Satisfaction and Performance.
JEL classification: M12

1. Introduction

“PsychoManagement” (Palaskas, et al., 2020; Spill-
ane, 2017) is a contemporary approach to answering
the “why”, instead of the “how” one manages, as one
manages his/her own human resources and everyday
situations. The ultimate goal of “PsychoManagement”
is the combination of the four basic questions “what”
and “why” with “how” and “who”, economics with
psychology, as well as emotion with logic (Palaskas,

2019). Emotional Intelligence, i.e., the ability of the indi-
vidual “to give accurate reasoning about emotions and
the ability to use emotions and emotional knowledge
to enhance thinking” (Lindebaum, 2013), is the core of
“PsychoManagement” (Tsirimokou, et al., 2021).

Creativity, concern for results and a desire for respon-
sibility are a subset of the key individual characteristics
for defining a “successful” manager. At the same time,
his/her skills and knowledge enhance his/her career
(Bourantas & Mandes, 1987). This tendency of manag-
ers to improve their El in order to motivate their imme-
diate subordinates for higher performance, in terms of
efficiency and effectiveness, (Zervopoulos & Palaskas,
2010) in the private and public sector (Jordan, et al.,
2002; Shooshtarian, et al., 2013; Afzalur Rahim &
Minors, 2003) was recorded at the end of the 20th
century.

The “PsychoManagement” approach recognizes the
role of individual characteristics, skills, and knowledge
in effective management. For this reason, it proposes
a management model that incorporates basic charac-
teristics of El, such as, among others, empathy, i.e.,
the ability of the individual to evaluate and understand
the feelings of others, and self-regulation, the ability of
the individual to identify, evaluate and control his/her
emotions (Goleman, 1998), which is a prerequisite for
the effective communication of the individual with oth-
ers (social skills) (Riggio, et al., 1989). The “Psycho-
Management” approach focuses, in addition to abilities
and skills, on the process of producing human behav-
ior that is influenced by the individual’s psychology,
intelligence, and emotions. This influence is justified
by the fact that human behavior creates responses to
tensions, which individuals are called upon to manage
during the communication process (Hedman & Valo,
2015; Aunger & Curtis, 2008). For this reason, the
self-regulation of emotion is an essential element in
ensuring a distinct framework of communication and
conciliation (Riggio, et al., 1989).

The new approach, “PsychoManagement”, is a prom-
ising possible solution to improve the performance
and effective (or inefficient) management of human
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resources (Quebbeman & Rozell, 2002). Convention-
al management models, such as the pursuit of annual
goals, etc., do not meet the requirements of a team’s
El, and therefore its effective operation, a feature that
is a necessary and achievable condition of “Psycho-
Management” to create a work environment whose
members believe they can achieve more when they
belong to this group than individually (Palaskas, et al.,
2020). Technology now plays an important role in the
production function of companies, i.e., accumulated
knowledge of human capital, which thinks and feels
in the context of value-added collaborations for their
workplace. If a new management approach could ad-
dress people by improving their El, then it could help
boost public and private sector performance (Tsirimok-
ou, 2021), because there is a positive statistical rela-
tionship between the quality of El and team and human
resource performance with business performance (Jor-
dan, et al., 2002).

2. The role of “PsychoManagement”
in job satisfaction

The high-performance manager, in terms of efficiency
and effectiveness (Zervopoulos & Palaskas, 2010) and
in order to achieve the financial goals of the company,
adopts the strategy of creating a sense of job satis-
faction for his/her staff and an emotionally intelligent
team. The emotionally intelligent group is a necessary
and achievable condition for employees’ satisfaction
(Shukla, et al., 2016; Hefferman, et al., 2008; Rahim &
Malik, 2010; Kaura, 2011; Orhan & Dincer, 2012; Abi
& Jijo, 2012), who feel that they can achieve more as
team members than as individuals. More specifically,
El has a positive effect both on employees’ sense of
satisfaction (Papathanasiou & Siati, 2014) and on their
performance (Dulewicz, et al., 2003), as well as on the
development of sustainable constructive communica-
tion practices (Al Ali, et al., 2011).

These sustainable communication practices, i.e., the
ability to express arguments clearly and convincingly,
in the context of “PsychoManagement”, presuppose
the ability of self-regulation (Lawrence, et al., 2011),
because it can create the appropriate response frame-
work of the manager in different behaviors and re-
actions of subordinates (Cameron & Chan, 2008). In
terms of behavior, it could be described as self-motivat-
ed by creating a useful interaction between an animal
and its environment (Millikan, 2000), where cognition
through repetition creates behaviors flexible in its living
conditions, resulting in “regulated structures” within
animals, which create adaptive behaviors, called “Be-
havior Product Units” (BPU) (Aunger & Curtis, 2008).
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Human behavior, on the other hand, includes both
verbal and non-verbal messages. Verbal behavior in-
cludes the search, collection, creation, proclamation,
explanation, and support of ideas, while non-verbal
behavior refers to facial expressions; eye, hand and
foot movements; and the general appearance and
“attitude” of the individual. The combination of both
behaviors is essential (Stewart, 1998), because they
create the framework for communication and concili-
ation. The manifestation of this combination, through
the processes, is unique to each person. Of course,
these processes and how one ultimately ends up hav-
ing a specific behavior are influenced by his/her intelli-
gence, way of thinking, and experiences, which differ
from person to person (Paraskevopoulos & Charalam-
popoulos, 1985; Lord & Kanfer, 2002; Boyatzis, et al.,
2015). Concisely, the behavioral response process that
the manager is called upon to manage is influenced by
his/her intelligence and emotions, which are factors of
impact and influence.

In terms of social skills, “PsychoManagement” argues
that managers must have the ability to self-regulate in
order to form and maintain a clear and distinct commu-
nication framework (Riggio, et al., 1989). El describes
a different set of social intelligence aspects (Goleman,
1998; Salovey, et al., 2007; Mayer, et al., 2000). First,
El is more extensive than social intelligence, because it
incorporates the “why” not only for emotions in social
relationships, but also for internal emotions, which are
vital for individual improvement. In addition, El is more
focused on society because it examines the emotions
involved in personal and social issues (Mayer, et al.,
2000).

Emotions, either personal or social, are a state of feel-
ings that incorporate physiological responses and ac-
tion sequences that are triggered by stimuli that make
sense to individuals (Coget, et al., 2011). Gross (1998)
describes emotions as “adaptive behavioral and phys-
iological responses that are directly triggered by evo-
lutionarily important situations” (Chi-Sum & Law, 2002;
Gross, 1998). Therefore, the ability to recognize the
other’s feelings (empathy) (Goleman, 1998) helps the
manager to understand the context of communication
conciliation with his subordinates. This ability, com-
bined with the ability to self-regulate emotion, create
the right conditions for the implementation of an ef-
fective management and communication system (Hal-
ford, et al., 1994).

3. PsychoManagement: A new approach

The “PsychoManagement” approach to improving a
manager’s performance has as a starting point the role
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of El either in all five areas (according to D. Goleman,’
i.e., self-awareness, self-regulation, motivation, social
skills, and empathy), or in part of these (Goleman, 1998).
Enhancing the manager’s performance is associated
with improving his social skills and empathy, because
they are the most interactive features of the manager-
subordinate dipole, as empathy helps the manager to
deeply understand how his/her subordinates feel (Gen-
try, et al., 2007), and social skills are a key tool for con-
veying messages, thus contributing to communication
improvement (Spitzberg & Dillard, 2001).

In particular, empathy could serve as a “mirror” in
which the feelings and attitudes of the individual are
reflected (Redmond, 1989), thus allowing him/her to
“listen” to his/her own perceptions and emotions that
are nurtured. Process, which enhances the possibilities
for accurate and complete reflection of the individual’'s
condition (Redmond, 1989). Ultimately, understanding
the feelings of others can lead to a better consolidation
of the relationship between managers and their sub-
ordinates, thereby causing a sense of security, which
acts as a variable with a positive sign in the employee
satisfaction function (Gentry, et al., 2007).

It becomes clear that managers with a high El score,
and especially a high score in the field of emotion reg-
ulation, have better communication skills as they can
understand how they feel during communication and
define the context of its regulation. This involves con-
trolling their behavioral response (Riggio, et al., 1989).

In short, internal, physical, and mental balance is able
to help managers manipulate their emotions, truly un-
derstand the feelings of others, and have the ability to
communicate their ideas and thoughts (Goleman, 1998;
Sinha & Sihna, 2007). Therefore, “PsychoManagement”
and the new approach can be adopted by companies
or organizations for the smooth implementation of new
management approaches, which help to enhance the
level of satisfaction of employees, which, in turn, leads,
ceteris paribus, to high productivity and performance
(Singh & Jain, 2013; Springer, 2011).

4. Research

4.1. Methodology

For the purpose of this research, a random sample
was identified, to whom an appropriate questionnaire

was sent. From this questionnaire, primary qualitative
and quantitative data were collected, which were then
coded and statistically analyzed.

The questionnaires used for this research were iden-
tified through the literature review and were valid and
weighted ready-to-use questionnaires (Stalikas, et al.,
2012). In our case, questionnaires were used to meas-
ure El and employee satisfaction. In the case of El, the
Wong and Law questionnaire was used -Wong & Law
Emotional Intelligence Scale / WLEIS (Wong & Law,
2002; Kafetsios & Zampetakis, 2008). This question-
naire was suitable for providing measurements on
empathy and social skills. In terms of employee satis-
faction, the Employee Satisfaction Inventory (ESI) was
used. Respondents had to state their answers on the
Likert scale.

Wong and Law Emotional Intelligence Scale
(WLEIS)

The WLEIS questionnaire was distributed to managers
and supervisors of Greek companies/departments of
organizations, regardless of size and industry, for the
measurement of Emotional Intelligence. The question-
naire consists of the following parts:

The first part includes closed-ended questions about
the respondent’s demographics, such as gender and
age.

The second part focuses on Emotional Intelligence,
which includes:

e Self-Emotion Appraisal (SEA) - Q1 to 4
e Others Emotion Appraisal (OEA) - Q5 to 8 (Empathy)
e Use of Emotion (UOE) - Q9 to 12

e Regulation of Emotion (ROE) - Q13 to 16 (Social
skills)

Respondents had to answer each question using the
Likert 7-point scale (1 = strongly disagree, 7 = strong-
ly agree).

Employee Satisfaction Inventory (ESI)

The ESI questionnaire was distributed to employees
(subordinates) of Greek companies/departments of or-
ganizations, in order to measure their satisfaction with

1. Self-awareness: recognizing and understanding our emotions and the impact of these emotions on others; Self-regulation: regulating
emotions and reactions; Motivation: coping with difficulties; Social skills: maintaining good relationships and developing contacts (network);

Empathy: recognition of another person’s subjective experience.
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TABLE 1 Demographic characteristics of the sample

Sample
Gender Male 37.38%
Female 62.62%
Marital status  Divorced 5.61%
Single 47.66%
Married 46.73%
Age group 20-30 14.02%
30-40 63.55%
40-50 18.22%
50-60 4.21%
Sector of Freelance 13.55%
employment o vate 73.36%
Public 13.08%
Position Managers 29.91%
Subordinates 70.09%

Educational Bachelor 65.89%
background
g Elementary School 47.00%
High School 10.28%
Professional Institute  9.81%
Technical Institute 13.55%
Higher PhD 3.27%
education
Master 36.45%
N/A 39.81%
PostDoc 0.47%
Years of <3 24.30%
employment
3-6 21.50%
6-9 14.49%
>9 39.72%

Source: Primary research data processing: Lountzis, Palaskas (2021).

their job. The questionnaire consists of the following
parts:

The first part consists of closed-ended questions about
the respondent’s demographics, such as gender and
age.

The second part is related to employee satisfaction,
which includes:

e Working conditions - Q1to 5

e Salary-Q6to9

e Promotion - Q10 to 12

e Work-Q13to 16

® Supervisor - Q17 to 20

e Organization (Company) - Q21 to 24

Respondents had to answer each question using the
Likert 5-point scale (1 = strongly disagree, 5 = strong-
ly agree).

4.2. Data processing

The data was collected, encoded, and processed
through IBM SPSS 24 and Microsoft Excel 2013.
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4.3. Sample

As mentioned above, the present article uses a sample
of Greek companies/organizations of various sectors
and sizes. Specifically, managers/supervisors and im-
mediate subordinates/employees were asked to com-
plete a questionnaire with honesty and spontaneity.

The distribution of the questionnaires took place from
October 19 to October 31, 2017. The number of re-
sponses collected was 214 (two hundred and fourteen):
64 (sixty-four) are managers/supervisors and 150 (one
hundred and fifty) subordinates.

The demographic characteristics of the sample are
listed in Table 1.

Based on the responses collected, most of the partic-
ipants were women (62.62%). This can be explained
by the fact that working women (managers/supervi-
sors/subordinates) are more willing to take part in a
survey (Curtin, et al., 2000; Singer, et al., 2000) and
their intention to help to others is higher (Mestre, et
al., 2009).

A balance is recorded between unmarried and married
participants (~47%). The age group that participated
in the research was between 20-60. However, 63.55%
of the sample belongs to the age group 30-40. Also,
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65.89% of the participants hold a university degree,
while 36.45% have a postgraduate degree.

To the sample, 73.36% are employed in the private sec-
tor, 13.55% work as self-employed and 13.08% work
in the public sector. The majority of the participants
(39.72%) stated that they have been working for the
same company or organization for more than 9 years,
21.50% for 3-6 years, 24.30% for less than 3 years, and
14.40% stated that they have been working for 6-9 years.
More than half of the sample (54.21%) has been working
for the same company for more than 6 years.

There are more subordinates than managers/supervi-
sors. The sample consists of 29.91% managers/super-
visors and 70.09% subordinates. Of managers/supervi-
sors, 59.38% do not refer to any other senior executive.
Therefore, 40.63% hold both manager and subordinate
positions. The combination of these two percentages
serves the statistical analysis to confirm —or not— the
a priori main hypothesis of the present work.

5. Statistical analysis and results

The following paragraphs present the most important
findings of the research based on the questions asked.
That is, the recording of the scores for the El of the
managers and its various characteristics, as well as the
degree of job satisfaction of the subordinates.

FIGURE 1
Distribution of El score on the sample

5.1. Managers

The new “PsychoManagement” approach, as previ-
ously analyzed, is based on El. Empathy and social
skills are the key characteristics, which will be analyz-
ed in relation to the research results. The analysis of
the sample information concerning the employees (or
employers) who hold a managerial position in depart-
ments of companies or organizations or are employers
—as self-employed— in their associates, leads us to
the conclusion that the managers of the sample record
a high El score.

In more detail, Figure 1 shows the distribution of WLEIS
(for all managers) in the four different areas covered by
the WLEIS Score: Self-Emotion Appraisal (SEA), Oth-
ers Emotion Appraisal (OEA), Use of Emotion (UOE),
and Regulation of Emotion (ROE). The average score
of El among Greek managers is 5.46/7, which confirms
that they have a high score of El. In terms of empa-
thy and ability to self-regulate, managers/supervisors
scored high (5.4/7 and 5.04/7, respectively).

Of particular interest is the comparison of scores be-
tween the characteristics of El for male and female
managers. According to Table 2, female managers
have a higher score in the field of empathy (OEA) than
male managers.? Empathy seems to be more com-
mon in women. One reason is that motherhood, and

El (WLEI SCORE)

Regulation of emotion
(ROE), 5.06

Use of emotion
(UOE), 5.69

Self-emotion appraisal
(SEA), 5.69

Others emotion appraisal
(OEA), 5.4

Source: Primary research data processing: Lountzis, Palaskas (2021).

2.x%,, = 269, P < 0.05 — the initial hypothesis H, (all means are equal) is rejected.
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TABLE 2 Comparison of the El sectors
between male - female managers

Female Male

managers managers
SEA 5.60 5.77
OEA 5.59 5.24
UOE 5.81 5.59
ROE 4.91 5.19
WLEIS 5.48 5.45

Source: Primary research data processing: Lountzis,
Palaskas (2021).

therefore the female biological system, makes women
feel closer to others. Thus, the ability to understand
the feelings of others seems to be innate due to the
secretion of hormones in their body that help in the
birth and lactation of children (Plank, et al., 2021;
Boorman, et al., 2019). There is a slightly bigger dif-
ference in the regulation of emotions (ROE), in which
the Greek male managers have achieved a higher
score. Thus, female managers can better understand
their subordinates than male managers, who, howev-
er, seem to regulate their emotions more effectively
than female managers.

FIGURE 2

Distribution of the Employee Satisfaction Inventory

TABLE 3 Comparison of the El sectors
between parent — non-parent managers

Parents Non-parents
SEA 5.79 5.58
OEA 5.30 5.53
UOE 5.59 5.82
ROE 5.35 4.71
WLEIS 5.51 5.41

Source: Primary research data processing: Lountzis,
Palaskas (2021).

In Table 3, we observe the differences of El in relation
to the parental role. The main difference is in the field of
Regulation of Emotion (ROE). This index for managers
with children seems to be increased by 9.14% com-
pared to those who do not have children. One possi-
ble explanation is that parents need to be more flexible
and willing to regulate their emotions because of their
children. Raising children enables parents to train and
practice the ability to regulate emotions throughout
their lives, as parents are called upon to deal with emo-
tional challenges on a daily basis (Hajal & Paley, 2020;
Bariola, et al., 2011).

Employee Satisfaction Inventory (ESI) distribution

Organization, 3.06

Manager/Supervisor, 3.95

Work, 3.68

Working conditions, 3.79

Salary, 2.82

Promotion, 2.60

Source: Primary research data processing: Lountzis, Palaskas (2021).
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5.2. Subordinates

According to the literature review, job satisfaction is
the dependent variable of the relationship with em-
pathy and the ability to self-regulate emotion, ESI; =
a+b,EM;+b;SR;+ U, [1], key characteristics of El.

The results of the job satisfaction inventory obtained
from the primary survey (Figure 2 above) show that
the employees are reportedly satisfied with their man-
agers/supervisors (3.95/5), and therefore, with the
way they manage.

By analogy, analysis of the same inventory shows that
female employees are reportedly quite satisfied with
their managers (3.89/5) and with promotion opportuni-
ties (2.61/5) that they may have. On the contrary, their
salary, always according to the ESI, does not seem to
satisfy them (2.82/5). The male employees are very sat-
isfied with their managers/supervisors, with a score of
4.06/5. However, like female employees, the score of
the ESI in terms of promotion opportunities (2.59/5) and
their salary (2.8/5) shows a low degree of satisfaction.

In conclusion, the ESI presents marginal deviation
scores for female and male subordinates. More spe-
cifically, male employees are more satisfied with the
management of their managers/supervisors than fe-
male subordinates. However, in general, there is con-
vergence between employees —men and women— in
terms of job satisfaction (including the employer and
the organization).

TABLE 4 Comparison of ESI
between female - male

Female Male
subordinates subordinates

X\L%r:ilt'i‘gns 3.76 3.87
Salary 2.82 2.80
Promotion 2.61 2.59
Work 3.77 3.48
Supervisor 389 4.06
Organization 3.05 3.08
ESI 3.32 3.31

Source: Primary research data processing: Lountzis,
Palaskas (2021).
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6. Conclusions

The a priori relationship [1] between the new approach
to human resource management —based on EI— and
the effects it may have on employee satisfaction is
confirmed by OneWay ANOVA in the primary data (Ta-
ble 5 and 6), since it is accepted at a level of 95%.

More specifically and in relation to the principles of “Psy-
choManagement”, a high score of empathy was found
in female managers, especially mothers. The results (Ta-
ble 7) show that there is a correlation between empathy
and the interaction of parenthood with position (wheth-
er managers have a direct supervisor or not):

TABLE 5 Correlation of the social
skills of managers with employee job
satisfaction through OneWay-ANOVA

ANOVA
Social skills
Sumof df Mean F  Sig.
squares square
Between
groups 6559 1 6.559 4.486 0.038
Withing
groups 90.659 62 1.462
Total 97.218 63

TABLE 6 Correlation of manager
empathy with employee job
satisfaction through OneWay-ANOVA

ANOVA
Empathy
Sumof df Mean F Sig.
squares square
Between
groups 21.721 12 1.810 2.681 0.007
Within
groups 34.434 51 0.675
Total 56.155 63
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TABLE 7 Correlation of manager empathy with parenthood and position through
TwoWay-ANOVA

ANOVA

Dependent variable: Empathy
Source Type Il Sum df Mean square F

of squares
Corrected model 4.6282 3 1.543 3.620
Intercept 1759.328 1 1759.328 4127.670
Parenthood 0.236 1 0.236 0.554
Position 0.830 1 0.830 1.948
Parenthood x position 3.316 1 3.316 7.780
Error 25.574 60 0.426
Total 1898.063 64
Corrected total 30.202 63

a. R Squared = 0.153 (Adjusted R Squared = 0.111).

TABLE 8 Correlation of managers’ social skills with parenthood and age through
TwoWay-ANOVA

ANOVA

Dependent variable: Social skills
Source Type Il Sum df Mean square F

of squares
Corrected model 16.047¢2 5 3.209 2.293
Intercept 1024.496 1 1024.496 732.045
Parenthood 6.699 1 6.699 4.787
Age group 8.563 2 4.281 3.059
Parenthood x age group 0.588 2 0.294 0.210
Error 81.171 58 1.399
Total 1734.938 64
Corrected total 97.218 63

a. R Squared = 0.165 (Adjusted R Squared = 0.093).
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Sig.

0.018
0.000
0.460
0.168
0.007

Sig.

0.057
0.000
0.033
0.055
0.811
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TABLE 9 Correlation of managers’ social skills with parenthood and gender through

TwoWay-ANOVA

Dependent variable: Social skills

Source Type Il Sum
of squares
Corrected model 15.5102
Intercept 1596.420
Parenthood 6.359
Gender 0.953
Parenthood x gender 8.388
Error 81.707
Total 1734.938
Corrected total 97.218

a. R Squared = 0.160 (Adjusted R Squared = 0.118).

ANOVA

df

60
64

63

Mean square F Sig.
5.170 3.797 0.015
1596.420 1172.296 0.000
6.359 4.669 0.035
0.953 0.700 0.406
8.388 6.160 0.016
1.362

TABLE 10 Correlation of managers’ social skills with parenthood and age group through

TwoWay-ANOVA

Dependent variable: Social skills

Source Type Il Sum
of squares
Corrected model 15.8642
Intercept 807.051
Parenthood 1.468
Age group 4.205
Parenthood x age group 6.408
Error 81.354
Total 1734.938
Corrected Total 97.218

a. R Squared = 0.163 (Adjusted R Squared = 0.091).

ANOVA

df

58
64

63

Mean square F Sig.
3.173 2.262 0.060
807.051 575.375 0.000
1.468 1.047 0.311
1.402 0.999 0.400
6.408 4.568 0.037
1.403
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In terms of social skills —which have been interpreted
through the ability of managers to regulate their emo-
tions, as it is something that is required in communi-
cation, as mentioned earlier— managers/supervisors
seem to be at a high level. The results show that social
skills are related to parenthood (Table 8) and gender
(Table 9) and age (Table 10):

7. Discussion — Future research

The attempt to formulate a new approach to manage-
ment —based on theories and models of El— was
the impetus for further exploration of the management
systems of modern business. The new approach is
anthropocentric, because it sets as the core of this
process the improvement of human experience, in all
activities of an organization, from the production pro-
cess, interaction with customers, financial manage-
ment, and even its management. Companies and or-
ganizations are made up of employees, that is, people.
Each person can be affected by a variety of parame-
ters of their daily activity including their working time.
According to the results of the research, the El of the
employees, as well as the El of their team, is a feature
that improves the self-management of the employees
and, consequently, the management of a company/or-
ganization. El characteristics are recorded that can be

FIGURE 3

improved and contribute synthetically to the formation
of a new management approach, which will contribute
to the strengthening the El of the team and —to a sig-
nificant degree — the improvement of the performance
of the company/organization.

The key to successful business performance is a
manager’s leadership model. Many studies have con-
firmed this correlation (Turner & Muller, 2005). There-
fore, the management system chosen depends on the
leadership. The implementation and further develop-
ment of the management/administration model that is
followed leads the company/organization to specific
results that may affect the overall performance and/or
profits.

Figure 3 illustrates the implementation of the proposed
new approach based on the principles of “PsychoMan-
agement” that could be applied. Continuous measure-
ment of employees’ satisfaction and obtaining relevant
results after the implementation of the new approach
is essential for controlling the system. Employee sat-
isfaction can affect (additional research needs to be
conducted) their performance and productivity associ-
ated with the company/organization’s goal of minimiz-
ing overall costs. Feedback is an important action as
the parameters of this approach are fully interrelated
and interdependent.

The new management approach through “PsychoManagement”

Y

PsychoManagement

Application

:

Subordinates

Feedback

'

“«— Supervisors

Satisfaction
measurement

!

Productivity

o

—>

Cost minimization

!

Performance

) I

<+—

Source: Primary research data processing: Lountzis, Palaskas (2021).
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The sciences of psychology, economics, and neuro-
science may have a common field of research. “Psy-
choManagement” is a new proposal for organizations
and companies that want to operate through the co-
operation of mental and physical skills. According to
Daniel Kahneman (2012), “Utility Theory makes ration-
al assumptions of economic logic that do not reflect
people’s real choices and do not take into account
cognitive bias” (Kahneman, 2012). This means that a
manager or supervisor is called upon to manage the
relationships and reactions between his/her subordi-
nates, which are influenced by many different factors.
The main purpose of this article is to combine skills
and parameters from different sciences in order to pro-
pose a new approach to management, the equivalent
of which does not exist, and which can apply to any
type of business or organization.

As part of this new approach, it could be explored
whether the application of “PsychoManagement” can
be influenced by the manager’s eating habits and
lifestyle. A healthy lifestyle leads to keeping our body
and its endocrine system in good condition and so
all the hormones that can affect a person’s emotions
are controlled. According to Kafatos (1999) research,
among the most important behavioral factors that af-
fect health are smoking, food, and stress (Kafatos, et
al., 1999). In addition, research conducted on people
over the age of 60 showed that trying to implement
a physical activity program led to significant improve-
ment in their psychology and mental health during the
program (Krawczynski & Olszewski, 2000). Therefore,
the elements of empathy and self-regulation could be
combined with the —healthy — lifestyle of managers to
investigate whether this affects employee satisfaction.

Empathy and social skills are more than just basic
skills for managers. A healthy lifestyle could offer a
quality of life and therefore a natural-biological bal-
ance. These parameters can be improved by every-
one. The implementation of such a management mod-
el could increase the overall efficiency of the staff, and
most likely the productivity of the company.

References

Abi, E. & Jijo, G., 2012. Emotional Intelligence and Job Satisfac-
tion: A Correlational study. Research Journal of Commerce and
Behavioral Science, 1(4), pp. 124-141.

Afzalur Rahim, M. & Minors, P., 2003. Effects of emotional intel-
ligence on concern for quality and problem solving. Managerial
Auditing Journal, 18(2), pp. 150-155.

Al Ali, O. E., Garner, |. & Magadle, W., 2011. An Exploration of the
Relationship Between Emotional Intelligence and Job Performance
in Police Organizations. Journal of Police and Criminal Psychology.

100

Aunger, R. & Curtis, V., 2008. Kinds of Behavior. Biology & Philos-
ophy, 23(3), pp. 317-345.

Bariola, E., Gullone, E. & Hug, E. K., 2011. Child and Adolescent
Emotion Regulation: The Role of Parental Emotion Regulation and
Expression. Clinical Child and Family Psychology Review, 14(198).

Boorman, R. J., Creedy, D. K., Fenwick, J. & Muurlink, O., 2019.
Empathy in pregnant women and new mothers: a systematic liter-
ature review. Journal of reproductive and infant psychology, 37(1),
pp. 84-1083.

Bourantas, D. & Mandes, G., 1987. A profile of the Greek manager —
A survey. European Management Journal, 5(1), pp. 57-61.

Boyatzis, R. E., Gaskin, J. & Wei, H., 2015. Emotional and Social
Intelligence. In: Handbook of Intelligence. New York: Springer, pp.
243-262.

Cameron, L. D. & Chan, C. K. Y., 2008. Designing Health Commu-
nications: Harnessing the Power of Affect, Imagery, and Self-Reg-
ulation. Social and Personality Psychology Compass, 2(1), pp. 262-
282.

Chi-Sum, W. & Law, K. S., 2002. The effects of leader and follower
emotional intelligence on performance and attitude: An exploratory
study. The Leadership Quarterly, Vol 13, pp. 243-274.

Coget, J.-F., Haag, C. & Gibson, D. E., 2011. Anger and fear in
decision-making: The case of film directors on set. European Man-
agement Journal, 29(6), pp. 476-490.

Curtin, R., Presser, S. & Singer, E., 2000. The Effects of Response
Rate Changes on the Index of Consumer Sentiment. Public Opin-
ion Quarterly, 64(4), pp. 413-428.

Dulewicz, V., Higgs, M. & Slaski, M., 2003. Measuring emotional in-
telligence: content, construct, and criterion-related validity. Journal
of Managerial Psychology, pp. 405-420.

Gentry, W. A., Weber, T. J. & Sadri, G., 2007. Empathy in the Work-
place: A Tool for Effective Leadeship. New York: Center for Creative
Leadership.

Goleman, D., 1998. Working With Emotional Intelligence. London:
Bloomsbury.

Gross, J. J., 1998. Antecedent- and Response-Focused Emotion
Regulation: Divergent Consequences for Experience, Expression,
and Physiology. Journal of Personality and Social Psychology,
74(1), pp. 224-237.

Hajal, N. J. & Paley, B., 2020. Parental emotion and emotion reg-
ulation: A critical target of study for research and intervention to
promote child emotion socialization. Developmental Psychology,
56(3), pp. 403-417.

Halford, W. K., Sanders, M. R. & Behrens, B. C., 1994. Self-Regu-
lation in Behavioral Couples’ Therapy. Behavior Therapy, Vol 25,
pp. 431-452.

Hedman, E. & Valo, M., 2015. Communication challenges facing
management teams. Leadership & Organization Development Jour-
nal, 36(8), pp. 1012-1024.

Hefferman, T., O’Neill, G., Travaglione, T. & Droulers, M., 2008.
Relationship marketing: The impact of emotional intelligence and
trust on bank performance. International Journal of Bank Marketing,
26(3), pp. 183-199.

KEPE, GREEK ECONOMIC OUTLOOK 2022/47



Jordan, P., Ashjanasy, N., Hartel, C. & Hooper, G., 2002. Work-
group emotional intelligence: Scale development and relationship
to team process effectiveness and goal focus. Human Resource
Management Review, 12(2), pp. 195-214.

Kafatos, A., Manios, Y., Markatji, I., Giachetti, |. Vaz de Almeida
M.D. & Engstrom, L.M., 1999. Regional, demographic and national
influences on attitudes and beliefs with regard to physical activity,
body weight and health in a nationally representative sample in the
European Union. Public Health Nutrition, 2(1a), pp. 87-95.

Kafetsios, K. & Zampetakis, L. A., 2008. Emotional intelligence and
job satisfaction: Testing the mediatory role of positive and negative
affect at work. Personality and Individual Differences, Vol 44, pp.
712-722.

Kahneman, D., 2012. Thinking Fast and Slow. London: Penguin
Books Ltd.

Kaura, P., 2011. Enormity of Emotional Intelligence in India Bank-
ing Sector. International Research Educational Consortium, 12(1),
pp. 165-177.

Krawczynski, M. & Olszewski, H., 2000. Psychological well-being
associated with a physical activity programme for persons over 60
years old. Psychology of Sport and Exercise, 1(1), pp. 57-63.

Lawrence, S. A., Troth, A. C., Jordan, P. J. & Collins, A. L., 2011.
A Review of Emotion Regulation and Development of a Frame-
work for Emotion Regulation in the Workplace. The Role of Indi-
vidual Differences in Occupational Stress and Well Being, Vol 9,
pp. 197-263.

Lindebaum, D., 2013. Does emotional intelligence moderate the
relationship between mental health and job performance? An ex-
ploratory study. European Management Journal, 31(6), pp. 538-
548.

Lord, R. G. & Kanfer, R., 2002. Emotions in the workplace: Under-
standing the structure and role of emotions in organizational be-
havior. In: Emotions and organizational behavior. s.l.:s.n., pp. 5-19.

Mayer, J. D., Caruso, D. R. & Salovey, P., 2000. Emotional Intelli-
gence Meets Traditional Standards for An Intelligence. Intelligence,
27(4), pp. 267-298.

Mestre, M. V., Samper, P., Frias, M. D. & Tur, A. M., 2009. Are
Women More Empathetic than Men? A Longitudinal Study in Ad-
olescence. The Spanish Journal of Psychology, 12(1), pp. 76-83.

Millikan, R. G., 2000. On Clear and Confused Ideas: An Essay about
Substance Concepts. Cambridge, UK: Cambridge University Press.

Orhan, N. & Dincer, H., 2012. The Impacts of Emotional Intelli-
gence Competency on Job Satisfaction in the Service Sector: An
Application on the Turkish Banking Sector. Asian Economic and
Financial Review, 2(5), pp. 617-634.

Palaskas, T., 2019. Psychomanagement & Management. Kallithea,
PMA19: Proceedings of the 1st Behavioral Economics Conference,
pp. 8-9. (In Greek)

Palaskas, T., Tsirimokou, C. & Lountzis, G., 2020. Management of
Companies and Organizations. Athens: MSc Notes, Panteion Uni-
versity.

Papathanasiou, S. & Siati, M., 2014. Emotional Intelligence and
Job Satisfaction in Greek Banking Sector. Research in Applied
Economics, 6(1), pp. 225-239.

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

Paraskevopoulos, |. & Charalambopoulos, I., 1985. Psychology in-
dividual disputes. 4th edition Athens: OEDB. (In Greek)

Plank, I. S., Hindi Attar, C., Kunas, S., Dziobek, |I. & Bermpohl,
F., 2021. Motherhood and empathy: increased activation in empa-
thy areas in response to other’s in pain.

Quebbeman, A. J. & Rozell, E. J., 2002. Emotional Intelligence and
dispositional affectivity as moderators of workplace aggression:
The impact on behavior choice. Human Resource Management
Review, Vol 12, pp. 125-143.

Rahim, S. H. & Malik, M. I., 2010. Emotional Intelligence & Organiza-
tional Performance: (A Case Study of Banking Sector in Pakistan). In-
ternational Journal of Business and Management, 5(10), pp. 191-197.

Redmond, M. V., 1989. The Functions of Empathy (Decentering) in
Human Relations. Human Relations, 42(7), pp. 593-605.

Riggio, R. E., Tucker, J. & Coffaro, D., 1989. Social skills and empa-
thy. Personality and Individual Differences, 10(1), pp. 93-99.

Salovey, P., Brackett, M. A. & Mayer, J. D., 2007. Models of Emo-
tional Intelligence. In: Emotional Intelligence: Key Readings on May-
er and Salovey Model. New York: Dude Publishing, pp. 81-122.

Shooshtarian, Z., Ameli, F. & Lari, M. A., 2013. The Effect of Labor’s
Emotional Intelligence on Their Job Satisfaction, Job Performance
and Commitment. Iranian Journal of Management Studies, 6(1), pp.
27-43.

Shukla, S., Adhikari, B. & Ray, M. M., 2016. Emotional Intelligence
and Job Satisfaction: An Empirical Investigation. Amity Global HRM
Review, pp. 54-61.

Singer, E., Van Hoewyk, J. & Maher, M. P., 2000. Experiments with
Incentives in Telephone Surveys. Public Opinion Quarterly, 64(2),
pp. 171-188.

Singh, J. K. & Jain, M., 2013. A study of employees’ job satisfaction
and its impact on their performance. Journal of Indian Research,
1(4), pp. 105-111.

Sinha, S. & Sihna, D., 2007. Emotional Intelligence and Effective
Communication. In: A. Kaul & S. K. Gupta, eds, Management
Communication: Trends & Strategies. s.l.:Tata McGraw Hill, pp.
450-460.

Spillane, R., 2017. Psychomanagement: An Australian Affair. s.I.:-
Made For Success Publishing.

Spitzberg, B. H. & Dillard, . J. P., 2001. Social Skills and Commu-
nication. In: M. Allen, R. W. Preiss, B. M. Gayle & N. Burrell, eds,
Interpersonal Communication Research. New York: s.n.

Springer, G. J., 2011. A Study of Job Motivation, Satisfaction, and
Performance among Bank Employees. Journal of Global Business
Issues, 5(1), pp. 29-42.

Stalikas, A., Triliva, S. & Roussi, P., 2012. The Psychometric Tools
in Greece. Athens: Pedio. (In Greek)

Stewart, D. M., 1998. Handbook of Management Skills. Second edi-
tion s.l.:Gulf Professional Publishing.

Tsirimokou, C., 2021. Emotional Intelligence in Family Business
Management-An Empirical Study. Athens: Doctoral Thesis, Depart-
ment of Economic and Regional Development, Panteion University
of Social and Political Sciences.

101



Tsirimokou, C., Richardson, C. & Palaskas, T., 2021. Emotional In-
telligence and Machiavellianism: a meta-analysis. Hellenic Journal
of Psychology, Issue accepted manuscript.

Turner, J. R. & Muller, R., 2005. The Project Manager’s Leadership
Style As A Success Factor On Projects: A Literature Review. Project
Management Institute, 36(1), pp. 49-61.

102

Wong, C.-S. & Law, K. S., 2002. The effects of leader and follower
emotional intelligence on performance and attitude: An explarotary
study. The Leadership Quarterly, Vol 13, pp. 243-274.

Zervopoulos, P. & Palaskas, T., 2010. Performance - Effectiveness —
Efficiency Measurement Methods tn Public Sector: International and
Greek Experience, MPRA Paper No. 30936. (In Greek)

KEPE, GREEK ECONOMIC OUTLOOK 2022/47



KEPE, Greek Economic Outlook, issue 47, 2022, pp. 103-129

Business activity and performance
per economic sector: The position
of Greece in the European Union
before and after the economic crisis

Christos Tzomakas*:**

Abstract

The 2007 global economic crisis had a significant im-
pact on the conditions under which enterprises oper-
ate. Public policies have been implemented in each
European Union member state in order to resolve the
crisis, yet the impact has not been the same every-
where.

This article, employing a comparative analysis, sheds
light on Greece’s pre-crisis and current business make
up and performance in terms of production features
(e.g., number of firms, firm size) across sectors and
compares their productivity and profitability profiles
with other European economies in order to provide
useful insights and paradigms that policy makers may
want to think about and emulate. To this end, a set
of relevant indices is constructed, based on which a
pre-crisis snapshot (e.g., of 2008) of business makeup
and performance, along with the most recent snapshot
(e.g., of 2018) of Greece, is derived and compared vis-
a-vis the other European member states using official
statistics provided by Eurostat. The findings of the ar-
ticle (i) confirm the ground lost in Greece in most of
the business sectors in the course of the decade, (ii)
identify the leaders and best performers to emulate in
every sector; and (iiij) contribute to the preparation of
business-based and goal-oriented sectoral economic
development policy plans.

Keywords: Economic crisis, business performance,
Greece and EU.

JEL classification: C43, L60, L70, L80, L90, M20

1. Introduction

The 2007-8 global economic crisis had a significant
impact on the conditions under which enterprises op-
erated. Each European Union (EU) member state re-
sponded in its own way. In Greece, the crisis arrived
later than in other places, and it is often taken to coin-
cide with a long period of austerity measures, reforms,
and successive bailout programs.

While the rest of the EU rebounded quickly, it took
Greece many years to return to positive GDP growth
rates (Figure 1.1). Nevertheless, Greece was not able
to follow the upward trend and is considerably lacking
behind the European average (Figure 1.1).

In the present article, a comparative analysis over a
set of business performance and activity indicators is
performed using data of 28 countries in Europe availa-
ble from the periods before and after the crisis across
12 economic sectors, and their evolution over time is

FIGURE 1.1
GDP per capita trend in the period 2008-2019
(Greece in orange line, EU-27 in blue line)
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examined. In this way, the best performers or coun-
tries that achieved significant growth in each case are
depicted so that other countries can further analyze
their individual policy framework in an effort to identify
good practices for policy transfer.

The main findings of the analysis reveal that Greece
has lost ground in most sectors over the past decade
and has not been able to recover from the 2008 crisis,
as other countries did. Furthermore, the findings re-
veal that there is no overall performance “winner” for
all business aspects and sectors that can serve as a
paradigm for other countries. Performance disparities
have been revealed among countries and among eco-
nomic sectors and are made available for Greek (and
any other) policy makers for any future action.

2. Literature review

In the international literature, there have been many
studies trying to apply a comparison of growth status
and competitiveness in Europe and globally with re-
gards to business performance over time.

Two of the most common indicators for measuring
business performance are productivity and profitabili-
ty. It is widely recognized that increasing productivity is
the ultimate target for firm survival and for the sustaina-
bility of the sector of a country in the long run (Porter,
1990; Krugman, 1994). On the other hand, profitability
is considered as one of the main factors to assess in-
dustry attractiveness (Dawid & Reimann, 2004).

Labor productivity is considered as a key mechanism
for increasing living standards (OECD, 2017), and it is
a policy priority in the EU2020 agenda. It is measured
as the ratio of the value added and hours worked. In
general, productivity is determined by the number of
hours that people work (labor input), the capital they
have to work with (capital input) and how efficiently
these inputs are combined in production: the so-called
Total Factor Productivity (TFP). The latter, therefore,
captures the impact of technological progress and in-
novation (Sanz, et al., 2016).

The European Central Bank (2017) lists the adminis-
trative and bureaucratic burdens on labor productivity
growth compared to other advanced economies and
attributes the weak Eurozone performance to deficien-
cies in institutional and regulatory quality, entry and
exit barriers of firms, credit limitations and employment
protection legislation.

Bottazzi et al. (2008) presented a comparative inves-
tigation of the dynamics of profitability and productiv-
ity for a large sample of Italian firms in the course of
1998-2003, in both manufacturing and services sec-
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tors. They highlighted the inability to establish a firm
relation among market pressure, profitability, produc-
tivity and growth. However, it was adequately docu-
mented that more efficient firms tend to be more prof-
itable.

At the same time, productivity and profitability growth
are often related to the size and the level of competi-
tion within an industry (Glen, et al., 2003; Pagano &
Schivardi, 2003). This implies the need to turn to two
other indicators for measuring business activity, name-
ly business size and the number of enterprises within
a sector.

Business size and number of enterprises, respectively,
regarding scale and concentration, characterize the
monopolistic-perfect competition continuum and con-
stitute crucial market structure and policy features.

Cincera & Galgau (2005) make the case for a strong
relation between market entry rates and an industry’s
labor productivity growth, and for the importance of
firm size in firm survival and growth.

Firm size is also used as a factor for measuring the
growth barriers of a sector. In a recent study, Karlsson
(2020) examined the relationship between growth bar-
riers and firm size on an exhaustive panel of 44,000
Swedish Small and Medium Enterprises. The results
suggest that small firms typically face constraints on
equity financing, whereas larger firms face barriers re-
garding competition and recruitment.

At any rate, the importance of firm size is particularly
evident in the European policy perspective; hence the
definition and classification of European businesses in
size classes according to staff numbers and balance
sheet criteria (EC, 2020).

Very recently, Prodromidis et al. (2020) studied the
trends of the manufacturing and energy sectors in EU
member states during 2007-2016. They econometrical-
ly analyzed the trends in different sectors with regards
to the number of enterprises, employment, labor pro-
ductivity and profitability across countries. They sug-
gest that in the EU, more competition affects more out-
put and, hence, the use of more labor (employment),
as well as the fact that more labor force in an industry
affects positively the formation of more businesses in
the said industry. At the same time, they find that, in
many cases, employment and productivity moved in
opposite directions.

It would be very interesting from a research and a poli-
cy point of view to look into other sectors of economic
activity across the EU and, if possible, enrich the met-
rics used (e.g., by incorporating firm size, as in the
previously mentioned studies).
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The main differentiation of this article from previous
works is that it is not trying to apply an econometric
analysis of the various parameters (indicators) that are
under investigation in order to derive relational conclu-
sions. Instead, it studies their evolution over time indi-
vidually in order to provide an overview of the status and
performance of the various economic sectors across
the European member states, in an effort to identify the
best performers in each case that can serve as a policy
paradigm for other countries. Performance measure-
ment is a usual approach for defining best practices for
policy review (De Vries, 2010). In a recent report from
the McKinsey Global Institute, researchers applied an
analysis of the long-term economic growth patterns of
71 emerging economies, focusing on the economic
policy choices and the contribution of large firms that
have driven growth (McKinsey Global Institute, 2018).

With regards to the latter, the identification of the best
practice in each case is beyond the scope of the pres-
ent article. As stated in the literature, searching for best
practices in policies does not only depend on a com-
parative benchmark based on performance measures.
Itis also related to context and moment (De Vries, 2010;
Loffler, 2000). Rather than that, the present article pro-
poses a method for restricting the pool of good-prac-
tice paradigms for policy making by intermixing perfor-
mance ranking, time and context information in terms
of similarity measures on specific indicators.

3. Methodology

The method of comparing a country’s sectoral status
and performance is based on an approach developed
by the OECD (2018) for the measurement of regional
well-being. According to this approach, each region is
assigned a score in relation to a current regional statis-
tic (i.e., a well-being indicator); the score of the region
is compared against the initial value of a reference year
to define the indicator trend for the specific region. Fur-
thermore, the OECD approach uses a similarity meas-
urement (the Manhattan distance) for identifying similar
regions.

However, in the OECD approach, there is no attempt
to rate the relative performance growth of a region and/
or combine the different pieces of information and in-
corporate the trend dimension with the aim to provide
the “best fit” paradigms for a particular region to fol-

low. Any possible comparison among similar regions in
the OECD approach is performed based on the “static
view” of the status of a set of indicators of the regions.

In the present article, the OECD approach is applied at
the country level using a business-oriented set of sta-
tistics, and incorporates information about the evolu-
tion of the statistics over the past decade. In this way,
not only the current top-performers can serve as policy
paradigms for a country, but also countries that exhibit
a significant improvement in business activity and per-
formance over the past years.

As proposed in the OECD 2018 report, rather than
building one composite indicator to describe a com-
plex statistic (e.g., the status of an economic sector),
a set of indicators can be used to describe different
macroeconomic factors of the statistic: “translating a
composite index into concrete policy messages and
actions has proven to be a complex task in practice for
regional policy makers”.

In the present article, the set of indicators that has been
used for the analysis is comprised of four (4) measures:

a) the average business size (s) in terms of em-
ployed people per number of businesses in the
sector (s=L/N, where L stands for the labor force
and N for the number of enterprises);

b) the normalized number of enterprises (n), which is
the number of enterprises in the sector divided by
the average country population of the reference
year (n= N/P, where P stands for the population);

c) apparent labor productivity (ALP) in terms of gross
added value per person employed (ALP = Q/L,
where Q stands for the output and L for the labor
force); and

d) profitability (), which, in the SBS database, is cap-
tured (approximated) as the ratio of the gross oper-
ating surplus over the turnover of a specific sector
(M= Profit/Turnover).

The aforementioned set of indicators is available at the
NACE Rev. 2 economic activity level 1 of the (non-fi-
nancial and non-insurance) business oriented indus-
tries of the secondary and tertiary sectors, for each EU
member state at the time, in the course of a good num-
ber of years from 2008 on. The 2008 figures provide a
pre-crisis measurement, and the 2018 figures supply
the most recent measurement'2.

1. Data available at https://ec.europa.eu/eurostat/data/database -> Database by themes -> Industry, trade and services -> Structural Business
Statistics -> SBS - main indicators (sbs_na) -> Annual enterprise statistics for special aggregates of activities (NACE Rev. 2) (sbs_na_sca_r2).

2. Since data were not available for the years 2019-2020 at the time of writing of the present article, this study does not deal with possible

implications due to the Covid-19 pandemic.
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Table 3.1 provides the level 1 codes of the NACE rev. 2
classification that are employed in the analysis.

Table 3.2 presents the countries considered in the
present article.

For the purpose of the present study, any missing data
are omitted (i.e., a complete case analysis based pure-

TABLE 3.1 NACE rev. 2 coding

ly on the official Eurostat data has been adopted). In
cases where data of the earliest period (i.e., year 2008)
are not available for the majority of the countries, as is
the case of the construction sector, the comparison is
drawn against the least recent available year (e.g., 2010,
the year when Greece actually entered the crisis period,
releasing the first round of austerity measures). Imputa-

Statistical classification of economic activities in the European Community Rev. 2 (2008): Level 1 Codes

Code Economic area

B Mining and Quarrying

C Manufacturing

D Electricity, Gas, Steam and Air Conditioning Supply

E Water Supply; Sewerage, Waste Management and Remediation Activities
F Construction

G Wholesale and Retail Trade; Repair of Motor Vehicles and Motorcycles
H Transportation and Storage

I Accommodation and Food Service Activities

J Information and Communication

L Real Estate Activities

M Professional, Scientific and Technical Activities

N Administrative and Support Service Activities

TABLE 3.2 The country codes of the EU-28 countries considered in the analysis

AT Austria IE Ireland

BE Belgium IT Italy

BG Bulgaria LT Lithuania
CY Cyprus LU Luxembourg
CZ Czechia LV Latvia

DE Germany MT Malta

DK Denmark NL Netherlands
EE Estonia PL Poland

ES Spain PT Portugal

FI Finland RO Romania
FR France SE Sweden

GR Greece Sl Slovenia

HR Croatia SK Slovakia

HU Hungary UK United Kingdom
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tion (via interpolation) is applied only in the cases where
intermediate data are missing in order to examine the
trends of time series (for example, when comparing the
performance trend of Greece against the European av-
erage over the last decade).

For the better representation and comparison of the 4
indicators examined herein, a min-max normalization
of the data is applied following the OECD (2018) ap-
proach. Normalizing the data provides for the possi-
bility to assign a score to each country for the specific
statistic and capture its relative position in the specific
dimension among the other EU countries.

The min-max normalization is performed by applying
the following formula to each of the four indicators
within each considered sector:

Xig — min {x::}

= - x10
max {x; .} —min{x; }

(3.1)

Xi,s

where X, ; and x; ; are the score and value, respectively,
of indicator s, s =1, ..., 4 (4 indicators are considered
herein), for country i, (i = 1, ..., 28) (indicators are cal-
culated for each sector over all EU-28 countries). The
multiplication with 10 takes place in order to derive an
indicator score X;, in the range [0, 10], with 0 and 10
being assigned to the countries with the minimum and
maximum indicator values x; ;, respectively.

As the OECD (2018) report proposes, in order to pre-
vent extreme absolute indicator values x;; from skew-
ing the distribution of the calculated scores X, of an
indicator, a threshold is applied. Specifically, countries
with absolute values x; ; that are below the 10" or above
the 90" percentile of the x; values of all countries are
directly assigned the scores 0 and 10, respectively,
and do not participate in the calculation of the scores
of the other countries.

The relative changes in ranking of any one country
between 2008 and 2018 is calculated by subtracting
the ranking position in 2018 from the one in 2008, as
shown in the following equation:

RGi,s = RI,S,ZOOS - Ri,s,2018 (3.2)
where RG,; denotes the ranking growth of country i
in regards to indicator s, while R s and R; s de€-
note the ranking position of the same country in years
2008 and 2018, respectively. Furthermore, a positive
RG, ;-value suggests that the ranking position of coun-
try i in 2018 is improved compared to 2008 and vice
versa. Especially for the construction sector, where
data were not available for the year 2008, the rank-
ing growth has been calculated for the reference years
2010 and 2018.
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In addition, an attempt is made to identify countries with
similar features to Greece on the basis of the low sum of
the absolute differences of their indicator scores, the so-
called Manhattan distance. This is calculated as follows:

X o — X

is J.s

MD,; =3, (3-3)

where MD,; is the Manhattan distance of countries i
and j, while X, and X, , are the scores of indicator s of
countries i and j, respectively, calculated as per ex-
pression (3.1).

If a particular score is not available, the MD,; is set
equal to 5, and the four (4) countries with the lowest
distance from a country are considered most similar to
the said country (OECD, 2018).

Based on the aforementioned indicator values and
scores, a number of calculations and comparisons is
performed for each considered sector, in order to de-
rive useful performance metrics for all considered coun-
tries with a special focus on a particular one, which is
considered as reference country (Greece herein). The
analyses and comparisons regarding the sectoral per-
formance of the countries are considered from the fol-
lowing perspectives:

® a country’s trend (i.e., the evolution over time)
against the average of all countries, aiming at de-
riving a first view of its convergence or divergence
from the average trends, hence justifying the need
for further analysis;

e the difference of the scores at the bounds of the
considered reference period, aiming at rating the
individual growth of each country;

e the relative ranking of the countries among their
counterparts, with the objective of identifying the
best performers in each sector;

® the growth rate of the countries in the reference
period, aiming at identifying the best growth coun-
tries, hence indicating possible policy changes of
interest;

e the similarity of the reference country with others in
regards to one or more statistics, aiming at identi-
fying the best growth countries, which due to their
similarity with the reference one, may provide more
feasible examples of interesting policy changes.

The further elaboration of the aforementioned out-
comes provides lists of countries (candidate pools) for
policy review, distinct in two levels:

e the 1% priority level contains countries that (a) exceled
in performance or exhibited a significant growth rate
and achieved an above-threshold performance (e.g.,
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FIGURE 3.1
Overview of research methodology
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with regards to the reference country or the coun-
tries’ average) and (b) feature a close resemblance
vis-a-vis the reference country;

e the 2" priority level comprises countries referenced in
the individual candidate pools (i.e., exceled in perfor-
mance or exhibited a significant growth rate), which
were not, however, included in the 1% priority list due
to non-resemblance with the reference country.

The overview of the aforementioned research method-
ology, which has been followed in the present article is
graphically depicted in Figure 3.1.

4. Data analysis and results

4.1. Greece’s performance against
the EU average

As a first step, Greece’s performance in each sector

is compared against the EU average. To this end, for
each year in the period 2008-2018, the EU-28 coun-
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country

tries’ figures are averaged in order to calculate the
average EU-28 annual statistics for each of the four
indicators. Specifically, for the construction sector, the
analysis concerns the period 2010-2018 due to the un-
availability of data in most countries for the years 2008
and 2009.

In Appendix A, Figures A.1 to A.12 present graphical-
ly the evolution of the values of the Greek indicators
versus the corresponding EU-28 averages (arithmetic
mean and median) per economic sector.

From this analysis, it is concluded that Greece shows
a declining divergence against the European trend in
business performance and activity, while it lags behind
the European average in productivity terms, which is
a major factor for competitiveness and sustainability.

More particularly, the following remarks can be drawn
for Greece (per indicator):

® it has an overall smaller average business size than
the EU-28 average, except sectors “Electricity et.al.”,
Water supply et.al.” and “Real estate” (on average);
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® it has a mixed business activity profile after the crisis
(e.g., a balance among sectors with a higher num-
ber of firms per 1000 inhabitants than the EU-28 av-
erage and sectors with a lower number of firms per
1000 inhabitants than the EU-28 average);

¢ it has an overall lower productivity than the EU-28
average with a declining trend (except sectors “Min-
ing & quarrying” [peak in 2017], “Electricity et.al.”,
“Transportation & storage”, “Real estate” [non de-
clining trend];

® it has an overall lower profitability than the EU-28
average with a declining trend (except sector “Min-
ing & quarrying” [peak in 2017] and sector “Trans-
portation and storage”).

4.2. Performance of EU-28 countries
4.2.1. Top performers per economic sector

In order to identify the best performing countries for
each indicator, a ranking of the scores for each indi-
cator is applied for the most recent year (2018). The
following tables (Table 4.1 to Table 4.4) show the
ranking of the countries’ scores per indicator for each
economic sector for the most recent year (2018). The
highlighted cells depict the top 5 performers in each
sector.

In regards to Greece, the country exhibits a high rank-
ing in entrepreneurial involvement (i.e., number of
enterprises per 1000 inhabitants) in sectors D, G, H
and I, holds a low rank position in terms of business
size, productivity and profitability in all sectors, with
the only exception being its 3 position in profitability
in sector B.

4.2.2. “Best growth” performers per economic
sector

Next, the countries with the greatest increase in their
performance over the past decade are identified. This
is done irrespectively of the absolute development of
the statistic (e.g., the statistic of the whole sector may
decline but a particular country may be more resistant
to this decline than the rest of the countries, indicat-
ing the use of resilient policies that could be further
examined).

Ranking growth is presented in Table 4.5 to Table 4.8.
The top three up to five “best growth” countries per
indicator and per economic sector that reveal a signifi-
cant ranking increase (i.e., at least 5 places difference)
are highlighted. It should be noted, however, that only
those that have achieved a ranking higher than the
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ranking of Greece in 2018 would be of particular in-
terest for Greek policy makers. In addition, in the case
of the construction sector, where Greece’s ranking is
not available (since Greek data were not available for
the years 2008-2010), a “best growth” country is con-
sidered as a candidate paradigm for Greece only in
case its ranking in 2018 is above the EU-28 median of
the same year (e.g., up to rank 13), since Greece per-
formed worse in 2018 than the EU median, as reported
in Figure A.5.

In regards to Greece, the country managed a high
growth rate in entrepreneurial involvement in sectors
B, D and E (which implies market openness/fewer bar-
riers, since more businesses were able to enter the
sector); high growth in business size in sectors | and
L (and significant growth in sector B); and negative
growth in productivity and profitability in almost all sec-
tors, with the exceptions of sector B, where it depicted
a stable position in productivity and a high growth in
profitability, and sector D, which depicted a stable po-
sition (with marginal growth) in profitability.

4.3. Countries’ patterns and profiles

From the obtained results, it is evident that there is
no overall “best performer” for all indices in each and
every sector. It would make sense to group the coun-
tries with similar characteristics together to locate the
best performers among the individual groups. For ex-
ample, it would be interesting to group countries ac-
cording to their sectoral structure, since it is not ex-
pected that a small country with a restricted number
of family or micro businesses in a sector could easi-
ly try (and manage) to emulate the performance of a
country with a totally different sectoral structure where
economies of scale play a significant role.

In particular, Greece’s performance is compared against
countries with similar sectoral profiles in terms of size
and number of businesses. To this end, the similarity
measure (i.e., the Manhattan distance) is first calcu-
lated over the countries’ most recent scores (2018)
considering the indicators “number of businesses”
and “business size”. Then, the top four (4) countries
with the shortest distance to Greece are selected.
From these countries, the ones with a better perfor-
mance than Greece in terms of productivity or profit-
ability may be chosen as cases of interest for further
investigation.

Figure 4.1 and Figure 4.2 depict the Manhattan dis-
tances between all EU-28 countries and Greece per
economic sector, with regards to the indicators “num-
ber of businesses” and “business size”.
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FIGURE 4.1

Manhattan distances between EU-28 countries and Greece (sectors B-G)
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FIGURE 4.2

Manhattan distances between EU-28 countries and Greece (sectors H-N)
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Finally, the list of candidates for policy analysis is further
refined by calculating the “intersection” of the afore-
mentioned grouping lists with the lists of “best perform-
ers” and “best growth performers”. More specifically,
countries that are present in either the “top 5” or the
“best growth” performers lists and reveal a similar sec-
toral structure to Greece in terms of the relative number
of businesses and business size should be given pri-
ority in the further policy analysis; these countries are
summarized in the 1%t priority countries column of Table
4.9. Countries that belong in any of the aforementioned
lists (“top 5”7, “best growth”, “similar to Greek sectoral
structure”) and have been left out from the previous
sorting (i.e., the 1 priority countries) may be examined

at a second stage; these countries are summarized in
the 2 priority countries column of Table 4.9.

4.4. Policy recommendations and discussion

Having applied the aforementioned analysis, it is nec-
essary to comment on the individual results in an effort
to provide useful recommendations for further policy

review.

As depicted in the preceding analysis, there is no sin-
gle case where a country excels in all indicators.

In regards to the sectoral structure, as shown in Table
4.1 and Table 4.2, countries that rank top in the average

TABLE 4.9 List of candidate countries for policy review
Sector Priority
1st priority candidate countries
for policy review
Productivity Profitability Productivity
Mining and Quarrying SE, HU DK, NL, UK, IT
Manufacturing CY, LV, IT, HU IE, DK, BE, NL, SE,
IT, CY
Electricity, gas, steam EE, PT EE CZ, ES, IT, DK, SI, FI
and air conditioning
supply
Water supply, sewerage, AT IE, CY BE, DK, FI, UK
waste management and
remediation activities
Construction UK HU, UK DK, IE, LU, NL
Wholesale and retail Ccz BE, DK, LU, SE, EE
trade, repair of motor
vehicles and motorcycles
Transportation and IE, ES, LT BE, DK, LU, NL, AT
storage
Accommodation and cYy BE, ES. IT, CY, PT. LU,
food service activities MT, AT, FI, SE
Information and HR, IT BE, DK, IE, ES, IT, CY,
Communication LU, PT, FI, UK
Real estate activities NL NL DK, HR, CY, LT, LU, SK,
Fl, SE
Professional, scientific BE BE, IT DK, EE, IE, IT, LU,
and technical activities HU, MT, PT, UK
Administrative and DK, EE, IE, HU, MT,
support service activities LU, AT, UK

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

2 priority candidate countries
for policy review

Profitability
DK, UK

IE, DK, SE, BE, BG,
LT, SE

BG, NL, PL, PT,
Fl, SE

BE, DK, CY, LT,
LU, AU, PL, FI, SE

DE, IE, HU, MT, RO

BG, DK, IE, HR,
IT, HU, NL, AT,
RO, PT, SK

BE, BG, HR, IT, PL,
SI, UK

IE, ES, HR, IT, LT,
HU, MT, NL, PT, SI,
SE, UK

BE, IE, CY, HU, MT,
PT, FI, UK

BG, CZ, DK, HR, IT,
CY, LT, MT, PL, SK

BE, EE, IE, IT, LT,
MT, AT, UK

BE, BG, DK, DE, EE,
IE, HR, IT, LU, HU,
MT, NL, PL, UK
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business size, rank average or below average in the
number of enterprises and vice versa. This is an indica-
tion that “top” performers in business activity measures
tend to reveal one of two distinct sector profiles: either a
fragmented sector profile (e.g., a pluralism of very small
enterprises) or a consolidated one (e.g., fewer enter-
prises of bigger size).® The only exceptions of the previ-
ous remark are Poland and Estonia in sector B, Cyprus
in sector |, Luxembourg in sector J, Latvia in sector L,
Luxembourg in sector M, the Netherlands and Malta in
sector N. These exceptions managed to rank high in
both indicators, hence providing interesting paradigms
for any policy related research topic.

In regards to business performance, as shown in Ta-
ble 4.3 and Table 4.4, countries that excel in one of
the two indicators (productivity and profitability) do not
necessarily excel in the other one. However, there are
country cases that depict high performance in both
measures, such as Denmark, Sweden and United
Kingdom in sector B, Denmark and Ireland in sector C,
Spain and Finland in sector D, Denmark, Finland and
United Kingdom in sector E, Ireland and United King-
dom in sector F, Belgium and United Kingdom in sec-
tor J, Denmark and Netherlands in sector L, Belgium,
Ireland and United Kingdom in sector M, and, finally,
Ireland and United Kingdom in sector N. These cases
provide brilliant paradigms for further policy analysis
for any potentially interested country.

Furthermore, it is not only the top performers that could
be of interest for any kind of policy review. Countries
that depicted a significant growth in their performance
ranking within the European competition framework
are worth of a further policy focus. Such paradigms
have been reported in Table 4.5 to Table 4.8.

However, it is not expected that any country can eas-
ily emulate any other. Business size and competition
intensity affect both the productivity and the profitabil-
ity of a sector, as resulted from empirical studies re-
viewed in the introduction.

To that end, a grouping of countries according to their
sectoral structure allowed for the identification of simi-
lar countries with respect to a reference country. Those
countries should be given priority when searching for
“best practices” (or better stated “good practices) in
terms of performance measures (either productivity or
profitability).

In general, the selection of a country as a paradigm for
policy analysis (and possible imitation) should depend

on the goal set by the policy maker or the researcher.
For example, if the goal is to enhance employment in a
sector, business size and/or number of enterprises are
the obvious target statistics of the analysis. A potential
pool of such paradigms for Greece for policy review
could be the aforementioned countries of the second
paragraph of the current section, which scored high in
either business size and number of businesses. From
these paradigms, policy measures that affect both
sector and employment growth, such as SME-sup-
porting policies or policies that facilitate the reduction
of entry barriers (Benedetti-Fasil, et al., 2017), should
be further examined.

On the other hand, if the goal is to make the sector
more attractive for investing, priority should be given
to profitability (Hax & Maljuf, 1983). Profitability is often
the primary stimulus for private businessmen, at least
in the short run. Increasing profitability provides per-
spectives to the sector and the country as well. Coun-
try paradigms for Greece are provided in this case in
the respective “profitability” columns of Table 4.9. Poli-
cy measures engaged in this field that should be taken
into account in a further analysis include economies
of scale, taxation and competition laws, entry barriers
(Glen, et al., 2003), as well as the examination of other
statistical variables such as fixed capital investments
and production costs.

Nevertheless, as stated in the literature review, increas-
ing productivity is the ultimate target for firm survival
and sustainability of the sector of a country in the long
run. Productivity is usually determined by the human
factor and engages aspects of research and develop-
ment, technology, innovation, as well as other cultur-
al or historical factors (Beugelsdijk, et al., 2018) that
should be further examined for policy making. Country
paradigms for Greece were provided in this case in the
respective “productivity” columns of Table 4.9.

5. Conclusions

5.1. Summary of the work

The purpose of this article has been the analysis of
the impact of a recent, serious economic crisis on the
different economic sectors in Europe with a special fo-
cus on Greece. To this end, the business activity and
performance of Greece and the other EU-28 member
states has been analyzed for the period 2008-2018

3. The reference to “fragmented/consolidated profile” should not be mistaken with the concentration term within an industry, which can be
defined as the degree to which a small number of firms make up for the total production in the market.
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across twelve (12) different sectors with regards to four
(4) indicators: the number of businesses in the sector
(normalized by the country population), the business
size, labor productivity and profitability.

The approach that has been applied for the com-
parative analysis of country performance stemmed
originally from the OECD method for measuring the
well-being status of regions worldwide (OECD, 2018).
However, in the present article, a couple of extensions
and enhancements to the aforementioned method
have been introduced, in order not only to present the
current status of the countries’ performance, but also
to (a) assess their growth rate over the past decade
and (b) provide country paradigms for policy review
from a pool of countries similar to a reference one
(herein Greece) according to a goal-based criterion.

The comparison of scores of a pre-crisis reference
year (2008) and a post-crisis year (2018) allowed for
the countries’ performance assessment in each sector
over a number of factors and the identification of

a) the best performers in each sector in Europe ac-
cording to their current status (as of 2018); and

b) the countries that achieved the best growth rates
in each sector within the past decade.

In addition, considering Greece as reference country,
the analysis allowed for

a) the identification of countries of a similar profile with
Greece (herein the similarity criterion has been the
sectoral structure in terms of business size and en-
gagement);

b) the identification of the position of Greece against
its EU counterparts, especially in the post-crisis
era; and

c) the construction of a pool of potential policy par-
adigms on the basis of country performance in
terms of productivity and/or profitability growth,
which could thus be of interest for further analysis
by policy makers and/or researchers.

In conclusion, and in regards to Greece, which has
been the reference country, the results of the present
article reveal that, by 2018, Greek businesses had not
yet recovered from the crisis and had lost ground in
most sectors of economic activity. Even in sectors
where Greece, traditionally, had a lead among the
EU-28 member states in terms of entrepreneurial in-
volvement (i.e., number of enterprises per 1000 in-
habitants), such as in the sectors of “Wholesale and

KEPE, GREEK ECONOMIC OUTLOOK 2022/47

retail trade, repair of motor vehicles and motorcycles”,
“Transportation and storage” and “Accommodation
and food service activities” (where it ranked 1%, 24 and
2nd, respectively, in 2018), its performance in terms of
productivity and profitability is clearly below the Euro-
pean average.

The only sector where Greece reveals above-aver-
age productivity is the sector “Mining and quarrying”
(ranked 13™), while it reveals above-average profit-
ability in sectors “Mining and quarrying” (ranked 3™)
and “Professional, scientific and technical activities”
(ranked 10™).

Last but not least, a significant contribution of the pres-
ent article is the methodology introduced, which can
serve the purpose of any related performance-based
comparison for policy review, either with the present or
any other related configuration (e.g., set of indicators,
countries/regions, sectors, similarity criterion).

5.2. Future research

The methodology that has been followed in the pres-
ent article, having Greece in focus, could be applied
with a focus to any other country case for performance
benchmarking and extraction of useful policy patterns.
Furthermore, the approach introduced in the present
study of comparing productivity and profitability per-
formance across similar countries in terms of business
size and engagement can be also used in different in-
dicator configurations (e.g., “fixing” productivity as the
basis of similarity measure and seeking for the top or
best-growth performers in profitability, and so on).

Moreover, it should be emphasized that the results of
the present article serve as a primary step for high-
lighting the paradigms from which Greek policy mak-
ers and researchers could extract data and inspiration
for further analysis and review. The best performers in
each sector and especially those with similar profiles
to Greece, as denoted in Table 3-9, should be further
examined in terms of policy measures and business
practices that have led them to better results than their
Greek counterparts.

Last but not least, the results of the present article pro-
vide for Greek policy makers an excellent stage for an
internal review of the policy and sectoral strategies that
have been followed in the last decade, and recognize
possible mistakes as well as the positive measures un-
dertaken so far that have led to the current performance.
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Appendix A

Greece’s performance against EU average trends

FIGURE A.1

Evolution of values in Mining and Quarrying
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FIGURE A.2

Evolution of values in Manufacturing
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FIGURE A.3
Evolution of values in Electricity, gas, steam and air conditioning supply
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FIGURE A.4
Evolution of values in Water supply, sewerage, waste management and remediation activities
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FIGURE A.5
Evolution of values in Construction
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FIGURE A.6

Evolution of values in Wholesale and retail trade, repair of motor vehicles and motorcycles
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FIGURE A.7
Evolution of values in Transportation and storage
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FIGURE A.8
Evolution of values in Accommodation and food service activities
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FIGURE A.9

Evolution of values in Information and Communication

Enterprises - number / 1000 inhabitants

Business size - number

k
N

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Profitability - percentage

—

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Business size - number

\ —
—_— -~

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

Profitability - percentage

—~ N~

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018

35 9.0
3 - 8.0
2 7.0
= 6.0
2 5.0
5 \__/\ 4.0
9 3.0
2.0
0.5 1.0
0 0.0
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
Productivity - thousand euro
90.0 25.0
80.0 — _
70.0 20.0
60.0
500 =0
4ol 10.0
30.0
20.0 5.0
10.0
0.0 0.0
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
- Greece - EU-28 average EU-28 median
FIGURE A.10
Evolution of values in Real Estate activities
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FIGURE A.11
Evolution of values in Professional, scientific and technical activities
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FIGURE A.12
Evolution of values in Administrative and support service activities
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