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CENTRE OF PLANNING AND ECONOMIC RESEARCH 

The Centre of Planning and Economic Research (KEPE) was estab
lished as a research unit, under the title «Centre of Economic Research», 
in 1959. Its primary aims were the scientific study of the problems of the 
Greek economy, encouragement of economic research and cooperation 
with other scientific institutions. 

In 1964, the Centre acquired its present name and organizational 
structure, with the following additional objectives: (a) the preparation of 
short, medium and long-term development plans, including plans for reg
ional and territorial development and also public investment plans, in ac
cordance with guidelines laid down by the Government; (b) the analysis of 
current developments in the Greek economy along with appropriate short-
term and medium-term forecasts; also, the formulation of proposals for 
appropriate stabilization and development measures; (c) the further edu
cation of young economists, particularly in the fields of planning and 
economic development. 

The Centre has been and is very active in all of above Gelds, and car
ries out systematic basic research in the problems of the Greek economy, 
formulates draft development plans, analyses and forecasts short-term and 
medium-term developments grants scholarships for post-graduate studies 
in economics and planning and organizes lectures and seminars. 

Within the framework of these activities, the Centre also publishes 
studies from research carried out at the Centre and lectures given by spe
cially invited distinguished scientists. 

The Centre is in continuous contact with similar sdentine institutions 
abroad and exchanges publications, views and information on current 
economic topics and methods of economic research, thus further con
tributing to the advancement of the science of economics in the country. 
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PREFACE 

Based on both natural and historical factors, Greece has a clear com
parative advantage in tourism. The effective utilisation of this advantage 
however started only in the mid-fifties after the restoration of relatively st
able political and social conditions. Since then, and with the creation of 
the required infrastructure, the inflow of foreign tourists to Greece has 
been growing so fast that tourism may be considered as one of the most 
dynamic sectors in the country*s total economic performance. As a result 
of this growth, the economic as well as social and cultural repercussions 
of tourism cannot be ignored. 

Despite these developments, scientific research on almost all ques
tions pertaining to tourism has been regrettably lacking. In recognition of 
this, KEPE has decided to publish the present study which adresses what 
can be considered one of the most important questions regarding tourism 's 
economic effects namely its direct foreign exchange cost for the country. 

The study is based on the author's doctoral dissertation, which has 
been revised in accordance with KEPE's specifications. 

The fìrst part presents a general and useful description of tourist ac
tivities in Greece in relation to domestic and international economic de
velopments. In the second part of the study the main productive activities 
which are stimulated by tourism are systematically defined and an attempt 
is made to assess their foreign exchange implications. In this way, the 
analysis provides estimates for the direct net foreign exchange contribu
tion of this important sector. The study thus addresses important issues of 
policy interest and provides a basis for further research on the subject, 
hence constituting a valuable contribution to the literature. 

Professor LOUKA T. KATSELI 
Scientific Director 

Centre of Planning 
and Economic Research 
December 1983 

- 1 1 -



- 1 2 -



ACKNOWLEDGEMENTS 

The grace of God is the only original activity which propels all 
thoughts, actions and motivations. The present is also His work, as every
thing else is. The author confesses his utter inability and His perfect com
pleteness. 

The present work started with the brotherly encouragement of Prof. 
H. K. Manmohan Singh from Patiala and saw its fulfilment with the untir
ing help, cooperation and guidance of Prof. George C. Kottis. No words 
can express my deep-seated gratitude to Prof. George C. Kottis and Prof. 
Athina Kottis for their expert counsel and aid at each step of my work and 
stay in Greece. Prof. Theodoros Georgakopoulos has been equally gener
ous in putting all his resources of mind and heart at my disposal, in spite of 
my too heavy claims over his time until the very last hours before his de
parture for a Sabbatical at L.S.E. and York. I have indeed seen the finest 
of Greece in these two men and shall never forget them. 

To the active encouragement and guidance of Prof. Kottis and Prof. 
Georgakopoulos there was added the wise and willing counsel of Prof. 
Lianos and Prof. Dandrakis (ASOEE) and Prof. Agapitos and Prof. 
Skountzos (KEPE) whenever I approached them. I express my warm 
thanks to them. Outside the academic field my greatest debt is to Mr. 
Nicholaos Mouritis of National Accounts who always shared my problems 
and woes, besides affording me full access to what was being done at his 
Directorate. I had the benefit of personal consultation with, and friendly 
help from Mr. Kalparis, Director General of the National Statistical Ser
vice of Greece, and Messrs. Spartidis and Koufoyiannis from the Ministry 
of Coordination. 

In the course of data collection from official and semi-official agen
cies, Mr. Frangakis of the National Statistical Service at E.O.T was al
ways my starting point for discussion and introduction. Indeed, his help 

- 1 3 -



and friendship travelled uninhibited to his staff as well. Mr. Kollios and 
Spiros at the Planning and Development Branch of E.O.T. were also 
helpful, not only concerning their own fields, but also in introducing me to 
others. Messrs. Pantelidis and Gyparagis of the Bank of Greece, Mr. N. 
Mylonas of the National Energy Council and Mr. Annivas Mylonas of 
KEPE helped me in various ways to clear my way through the intricacies 
of the Greek economy and data system. 

My debt to innumerable persons in various fields of the tourist indus
try - from hotels and ships down to small car-renting agencies and tourist 
offices; from the directors of Olympic Airways down to private bus 
operators; from the presidents of various associations to the receptionists 
at the counter - is best expressed in the fact that, while I met them as a 
stranger, I left them as a friend. In the multitude of these willing friends, it 
is very easy to forget some conspicuous cases of annoyance and trouble. 
On the whole my contact with the actual captains and «crew» of the indus
try has been rewarding for facts now as well as for stories of life later. 

Besides the field and the office, libraries were my real work-place. It 
was a pleasure finding the human touch and warm hearts who helped me 
at the Centre of Planning and Economic Research Library, the United 
Nations Library, the Library of the Bank of Greece, the information 
centre of the European Economic Community, and the Library of the 
Athens School of Economics and Business Services. The time I spent at 
the KEPE Library was especially rewarding thanks to the homely warm 
feelings combined with real expert efficiency of Miss Elefteria Halvadakis 
and her staff. 

My Indian friends within and outside academic life made it possible 
for me to bear the feeling of homesickness, inevitable even in so hospita
ble a country as Greece. I express my heart-deep gratitude to His Excel
lency the Ambassador of India to Greece, Professor L.N. Rangarajan, 
who spent much of his precious time impressing on the authorities of my 
University in India that they should extend my study leave at the last stage 
of this work by relaxing the stringent rules. 

I owe sincere thanks to Mr. Varakis, Miss Tapa, Mr. Gregorios and 
Mr. Diamandopoulos for their help in the preparation of the Greek ver
sion of this study. Mr. Diamandopoulos was especially helpfulf in editing, 
as was also Mr. Mikhalis. Mrs. Peppy and Miss Zouliana did the neat job 
of typing through various drafts. My thanks to them. 

The monetary cost of my stay in Greece was paid for by a scholarship 

- 1 4 -



from the National Scholarship Foundation of Greece; my thanks to Mr. C. 
Barbis, the Director General, and Miss Sofia Pitty Kouti, my friend and 
counsel in this organization. The real cost of my stay away from home for 
a period stretching over a few years was felt most by my aging father; I 
feel grateful to him for bearing it and a culprit for causing it. My dear wife 
and loving children actually had to bear the disruption of their steady life 
because of our separation for two years and living an inconveniently frugal 
life with me for the last year or so. Unstinted love and affection continued 
to flow towards me from India from my dear sister Rajinder Kaur and 
brother Gurcharan Singh Chawla and kept my spirits high even in hours of 
difficulty. Mr. and Mrs. Partap Singh Kapoor, my wife's parents, not only 
bestowed their love and affection upon me but also shared my difficulties 
by keeping my wife and children with them for two years. 

The only thing that has really sustained me, through every moment of 
my existence at every inch of place I have been to, has been the bliss and 
tranquillity of the company of Guru Granth Sahib. Nothing can be seen, 
written and coprehended beyond that. 

BRU PAL SINGH 
March 1980 

- 1 5 -





TABLE OF CONTENTS 

CHAPTER I 
Page 

TOURISM AND ECONOMY - SOME IMPORTANT ISSUES 25 

Tourism in the world - An overall view 31 
General expansion 31 
Regional concentration 34 
Forces behind destination selection 37 
Tourism and the balance of payments 40 
The effects of tourism on employment and income 43 
Tourism and regional development 45 
Tourism and underdeveloped countries 47 

APPENDIX TO CHAPTER I 

TOURISM - A STATISTICAL NOTE 

CHAPTER II 

TOURISM IN GREECE - A GENERAL OVERVIEW 59 

Growth 63 
Nationality of visitors 67 
Modes of transport 71 
Seasonal patterns 72 
Types of tourism 74 
Domestic tourism 76 
Supply of accommodation 78 
Infrastructure 81 

- 1 7 -



CHAPTER III 
Page 

GREEK TOURISM AND THE BALANCE OF PAYMENTS 
THE POSITIVE IMPACT 84 

CHAPTER IV 

TOURISM AND THE BALANCE OF PAYMENTS 
THE NEGATIVE IMPACT 

Methodology 100 
Tourist services in Greece 102 

CHAPTER V 

TOURISM AND THE PUBLIC SECTOR-I 

E.O.T 104 
Public investment through E.O.T 110 

CHAPTER VI 

TOURISM AND THE PUBLIC SECTOR-II 

The Ministry of Public Order , 115 
The Ministry of Cultural Affairs 117 
The School of Tourist Professions 119 
General infrastructure 121 
Civil Aviation 125 
Olympic Airways 127 
Special concessions for the promotion of tourism 130 
Total public sector expenditure 133 

CHAPTER VII 

TOURISM AND THE PRIVATE SECTOR-I 

Motels and other means of accommodation 135 

- 1 8 -



CHAPTER Vili 

TOURISM AND THE PRIVATE SECTOR-II 
Page 

Internal transport 148 
Internal travel by car - Car renting 149 
Internal travel by private cars 152 
Internal transport - Tourist buses 154 
Internal transport - Sea cruises 156 
Internal transport - Yachting 159 
Internal transport - Taxis and foreign private buses 161 
Provision of reading material for tourists 164 
Payment of foreign capital labour and goodwill 164 
Tourist offices and agencies 166 
Food and drinks for foreign tourists 167 
Purchases and souvenirs 171 

APPENDIX TO CHAPTER VIII 

' QUESTIONNAIRE 174 

CHAPTER IX 

THE FOREIGN EXCHANGE COST OF TOURISM IN GREECE 
NET IMPACT 176 

Results 177 
Implications 181 

BIBLIOGRAPHY 187 

- 1 9 -



LIST OF TABLES 

CHAPTER I 
Page 

LI. International tourist arrivals 31 
1.2. International tourist receipts 32 
1.3. Per cent change over previous year in international tourist receipts 

for OECD countries 33 
1.4. Percentage shares of different regions in international tourist arrivals 35 
1.5. Percentage shares of different regions ih international tourist receipts 36 
1.6. Tourist destinations of 18 major countries - Average over the years 

1973-1976 37 
1.7. Tourism in OECD countries (developed) and in non-OECD countries 

(underdeveloped) 49 
1.8. Growth of exports in world, OECD and other groups of countries ... 51 
1.9. Shares of non-OECD countries in world tourism and world exports .. 53 
1.10. Percentage distribution of four-year average (1973-1976) destinations 

visited by tourists from major tourist-generating countries 56 

CHAPTER II 

11.1 Tourist arrivals in Greece 65 
11.2 Nights of foreigners and Greeks (i.e. domestic tourists) in all means 

of accommodation 66 
11.3 Percentage of foreign arrivals by nationality 68 
11.4 Percentage share of foreign tourists using main forms of transport ... 71 
11.5 Percentage of total foreign arrivals - Month-wise 73 
11.6 Charter arrivals as a percentage of all arrivals 75 
11.7 Tourist nights by type of accommodation 77 
11.8 Tourist activity and available beds 78 
11.9 Monthly rate of hotel occupancy (per cent) 80 
11.10 Gross fixed capital formation in tourism by the public sector 82 

CHAPTER III 

ULI Total tourist receipts exports and invisible receipts 86 
111.2 Growth of tourist receipts, exports and invisible receipts 87 
111.3 Tourist receipts and other selected items earning foreign exchange .. 88 
III .4 Percentage distribution of tourist receipts' sources 91 

- 2 0 -



Page 

111.5 Tourist receipts per tourist arrival and per tourist night 93 
111.6 Monetary element in tourist receipts 96 
111.7 Share of tourist receipts in current account 97 
111.8 Share of tourist receipts in national income, GDP and GNP 98 

CHAPTER V 

V.l. Expenditure of E.O.T. on foreign offices 105 
V.2. Estimated foreign exchange expenditure of E.O.T. on advertisements 

and public relations 105 
V.3. Foreign exchange expenditure of E.O.T. on cultural programmes ... 106 
V.4. Direct expenditure of E.O.T. in foreign exchange 107 
V.5. Regular budget of E.O.T. (actual expenditure) 109 
V.6. The foreign exchange content of the administrative expenditure of 

E.O.T 109 
V.7. Public investement in tourism I l l 
V.8. Depreciation of public investment in tourism 112 
V.9. Foreign exchange expenditure on public investment in tourism 113 
V.10. Public expenditure on tourism by and through E.O.T 114 

CHAPTER VI 

VI. 1. Expenditure on tourist police 116 
VI.2. Foreign exchange expenditure on tourist police 116 
VI.3. Expenditure of the Ministry of Culture imputed to tourism 117 
VI.4. Foreign exchange component of the expenditure of the Ministry of 

Culture imputed to foreign tourism 118 
VI.5. Current expenditure of the School of Tourist Professions 119 
VI.6. Foreign exchange content of expenditure of School of Tourist Profes

sions imputed to foreign tourism 120 
VI.7. General capital infrastructure and tourism 123 
VI.8. Foreign exchange content of general infrastructure imputed to foreign 

tourism 124 
VI.9. Current and capital costs of Civil Aviation imputed to foreign tourism 126 
VI. 10. Foreign exchange content of current and capital (depreciation) costs 

of Civil Aviation assigned to foreign tourism 127 
VI. 11. Domestic costs of Olympic Airways assigned to foreign tourism 129 
VI. 12. Foreign exchange costs of Olympic Airways imputed to foreign 

tourism 130 

- 2 1 -



Page 

VI.13. Direct subsidy by public sector for foreign tourism 132 
VI. 14. Expenditure of public sector on foreign tourism 133 

CHAPTER VII 

VILI. Price indices used for building costs 138 
VII.2. Minimum wages fixed on specific dates as a percentage of the base 

rate of 10.10.1973 for workers in the construction industry 139 
VII.3. Typical cost of construction of a hotel-bed in different categories of 

hotels · 140 
VII.4. Depreciation of capital invested in the accommodation industry 143 
VII.5. Gross capital formation in the accommodation industry 144 
VI1.6. Costs of the accommodation industry imputed to foreign tourists 145 
VII.7. Foreign exchange costs of fuel oil used by foreign tourists in accom

modation sector 146 

CHAPTER VIII 

VIII. 1. Foreign exchange costs of Olympic Airways imputed to foreign 
tourism 148 

VIII.2. Foreign exchange costs of car-renting services imputed to foreign 
tourists 151 

VIII.3. Foreign exchange costs of petrol used by tourist coming by private 
cars 153 

VIII.4. Foreign exchange component of diesel oil requirements of tourist 
buses 155 

VIII. 5. Foreign exchange costs of cruises in Greek'waters 158 
VIII.6. Foreign exchange cost of yacht services imputed to foreign tourism . 160 
VIII.7. Estimates of foreign exchange costs of the use of taxis by foreign 

tourists 161 
VIII.8. Foreign exchange cost of private sector - Internal transport imputed 

to foreign tourism 162 
VIII.9. Costs of imports of reading material for foreign tourists 164 
VIII. 10. Private payments abroad for foreign tourism 165 
VIII.11. Import of food for foreign tourists 172 
VIII. 12. Foreign exchange costs of foreign tourism in the private sector 173 

- 2 2 -



CHAPTER IX 
Page 

I.X.I. Net impact of tourism on the balance of payments 178 
I. X. 2. Costs of foreign exchange imputed to foreign tourism 180 
I.X.3. Total foreign exchange expenditure for foreign tourism in relation to 

total imports and invisible payments 182 

- 2 3 -





CHAPTER I 

TOURISM AND THE ECONOMY - SOME IMPORTANT ISSUES 

Travelling across the borders of one's own country is an ancient 
phenomenon. In the last few decades, however, it has grown into an im
portant international industry, whereby demand is professionally stimu
lated and services are supplied accordingly. The rapid growth of tourism 
raises significant economic questions. In any analytical evaluation of an in
dustry, one can view it from different standpoints. We shall confine ourse
lves to the point of view of the economy in general, particularly that of a 
country that is trying to develop consciously. 

The nature of the tourist industry makes it a category in itself. It is a 
sector of the economy which penetrates into several branches of different 
industries. The hard core of the tourist product is the scarce, non-repro
ducible, rather non-tangible aspect of old monuments and archaeological 
sites; geographical location and related assets, like climate and coast; the 
hospitality, culture and traditions of the people.1 In order to serve this 
product, certain economic goods and services have to be provided. These 
are drawn from various sectors and industries which ordinarily serve both 
residents and travellers and, among travellers, both domestic tourists and 
foreign tourists. In this work we shall confine ourselves to foreign tourism 
only. Most of the difficulties in assessing the economic aspect of tourism 
arise from the complicated nature of the tourist product. Foreign tourism 

1. This does not, however, mean that the elasticity of substitution between the 
tourist product of one country and that of another country is zero. These products, 
broadly speaking, serve the same kind of demand. Confer in this regard Paul S. 
Armington, «A Theory of Demand for Products Distinguished by Place of Produc
tion», IMF Staff Papers, Vol. XVI, 1969, pp. 159-78. Armington says «French 
machinery» and «Italian machinery» may be treated as separate products, even 
when they refer to the same sort of good. 
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is an export industry in which the purchaser goes to the country of the 
supplier and consumes the product on the spot. The tourist may, however, 
bring some products, such as souvenirs, gifts and bargains, back home as 
well. 

Some part of tourism will continue to exist as a social phenomenon re
gardless of its economic benefits and costs. With the increase in popula
tion and incomes, with the growth of technology in transportation and 
communications and with the changes in social attitudes due to these de
velopments, this part of tourism is bound to grow in any case. We are not 
concerned with it. We are treating tourism as an industry and an economic 
activity which is taken for granted when it grows rapidly, or, otherwise, it 
is sought that stimuli be given for its growth. 

As investment resources are not without cost and have to be with
drawn from, or denied to, other sectors and industries (including other ex
port industries), the case for tourism must compete with other, alterna
tive, uses of funds on the basis of proper comparative cost-benefit 
analysis. But the latter is a formidable task on various theoretical and 
practical grounds and is not commonly undertaken even in the developed 
countries. 

In general, any industry that is growing, or shows a potential for 
growth, and serves some broadly-set objectives, gets official support. 
Tourism is claimed to be such an industry. In such cases the task of 
analysis is to examine the industry's prospects for growth and the compati
bility of such growth with the general objectives of economic policy. The 
latter is more difficult, as these objectives are often not clearly laid down 
and there are also conflicting objectives. The task of the economist is then 
to point out the prospects for growth along with the associated problems 
and their impact on commonly known objectives. 

In the case of tourism, its high rate of growth on a world scale is a 
well-known and well-publicized fact. Statistical trends can be built and 
further growth predicted accordingly. But an important requirement in 
such a case is the existence of a sufficient number of historical observa
tions. For most of the underdeveloped countries, trend - predictions on 
the basis of the experience of the developed countries may not be valid, 
unless it is shown that their economic structure can respond sufficiently, so 
as to create with initial official stimulus, those very conditions. This re
quires a study of the chief observed patterns of tourism on a world-scale 
and of its regional distribution, along with the chronological rates of 
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growth. 
Another way to estimate an industry's potential for growth is to inves

tigate the factors and motivations that lie behind demand and analyse the 
prospects of flow of demand to the particular country. Demand can be af
fected by advertisement expenditures, but one must analyse here the pos
sibilities and propabilities of new demand-creation, as well as demand-di
version. When there are many sellers who compete for demand-diversion, 
their publicity efforts may cancel out and merely add to the costs of all. 
But new demand-creation and its optimum reallocation are perennial be
nefits. The growth-potential of tourism needs to be examined within this 
framework. 

In a similar way, supply may already be sufficient to satisfy additional 
demand (a skuation of excess-capacity), or it may readily respond to de
mand changes with little strain on scarce resources (implying unused re
sources). If supply can meet the growing demand only by claiming reallo
cation of resources, then tourism must show that in this way, the economy 
will be moving towards the optimum and not away from it. Short of cost-
benefit analysis applied in general to sectors and industries, there need be 
shown either that the general impact of tourism on various economic and 
social objectives is qualitatively better at the same cost, or that the same 
impact is being achieved at a lesser cost. This is not an easy task for an 
economist, especially when some of the social objectives remain ill-defined 
and conflicting objectives cannot be resolved on a common scale. 

Tourism is a special kind of export industry, as it is said to export 
goods and services which otherwise do not, or cannot, get exported 
through the usual channels of international trade. Thus, what is being sup
ported is not the growth of an industry in itself, but the growth of exports. 
This brings us straight to the question of the impact of tourism on some 
important economic objective; because growth of exports, on account of 
its favourable impact on the balance of payments, is considered to be an 
important objectives for underdeveloped countries.2 The case for tourism 
is built mainly on this ground, as economic development proceeds through 

2. Monetarists, however, have recently suggested that the balance of payments 
«problem» under a fixed rate system, may be solved independently of the action on 
the export front. See H.G. Johnson, «The Monetary Approach to the Balance of 
Payments», Journal of International Economics, Aug. 1977, pp. 251-268, especially 
the section entitled «Policy implications». 
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export surplus.3 Here it is important to investigate and assess the impact, 
net of foreign exchange costs, of providing tourist services. It is a formida
ble task, requiring estimation under plausible assumptions at numerous 
points: for example, of the capital invested and infrastructure built; of the 
consumption-expenditure of tourists on goods and services; of the promo
tion expenditure by government and private establishments. In each of 
these cases, the foreign-exchange component has to be sifted and then im
puted between domestic and foreign tourism. The estimates can only be 
rough approximations, but they are as important to the economics of 
tourism, as the costs of education are to the economics of education. 

Tourism as an industry has a significant impact on employment and in
come generation. A traditional analysis of tourism in fact used to start 
with a calculation of the macro ratios of investment-employment and in
vestment-income and it still continues to do so, when the relation between 
tourism and GDP is calculated. This crude, and sometimes inept, applica
tion of the Keynesian tools of short-term analysis, under the popular 
(even slogan-like!), high-sounding name of income-multiplier, initially led 
to more confusion than clarity.4 Where tourism affects the objective of in
come generation favqurably it must be the long run path of structural 
equilibrium growth and not regarded as a simple ratio of income to invest
ment in a situation of underemployment within a trade cycle. Any invest
ment expenditure would have some quantitative relationship with the ulti
mate income generated. The special impact of tourism, does not consist in 
the particular value of the multiplier, but in the nature of the initial injec
tion and the developmental impact of the supply response. It is here that 
supply conditions or the economic structure of different countries would 

3. Harry G. Clement, The Future of Tourism in the Pacific and Far East 
(Washington, D.C.: Chacchi and Company, 1961). H. David Davis, «Investing in 
Tourism», Finance and Development, March 1967, pp. 1-9. UNCTAD, The De
velopment of Tourism in Mexico since the Early 1950's (mimeographed), pp. 40-50 
(Geneva, 1971) (TD/B/C. 3-89/Addl. 4). 

4. Confer the three standard works which attempted an analysis on the basis of 
such calculations: Michael Peters, International Tourism (London: Huchinson, 
1969). H. Peter Gray, International Travel and International Trade (Lexington: 
Heath Lexington Books, 1970). John M. Bryden, Tourism and Development 
(Cambridge: University Press, 1973). 
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lead to different reactions and the kinds of state intervention required to 
smooth down or modify the reaction would have to be different too. Thus, 
it would be better to investigate the sectors and activities that receive the 
initial thrust from tourism and their likely short-term, as well as long term, 
viability and impact on future employment, skill creation and investment. 
It would be equally interesting to examine the question of their role and 
priority in the socio-politically chosen pattern of development of the par
ticular state. This calls for micro study and analysis of these aspects for 
particular countries. The quantitative and qualitative aspects of employ
ment generation from tourism require a similar analytical treatment. 

Tourists come to visit a country, but the country is well-known abroad 
through the brand-like names of a few cities and places. Naturally, all 
flock to these. As it happens with the localization of any industry, this ini
tially present the advantage of using up excess capacity in the supply of 
services and later of providing quality services at a lower cost in a few 
places of concentration. As in the case of localized industries, however, 
disadvantages eventually set in to neutralize the initial benefits and then 
create problems of concentration and disparities in the growth of the reg
ions that politically form one country. By means of a suitable policy of in
vestment and promotion, new «centres» of tourism can be built up. In this 
way, theoretically, the tourist industry expands and grows further. The 
costs and benefits of this expansion to the economy need be investigated, 
however. Big and far-flung countries are propably at a greater disadvan
tage, because the tourist may value visiting a few small, adjacent «coun
tries» more than one big country stretching over a wide area. 

The impact of tourism at the socio-cultural level is more diffucult to 
analyse, yet very important, even when it is not strictly economic. How 
much change and how much of tradition a society likes, or plans for, is too 
difficult a basket to choose. Tourism does affect values and the value-sys
tem and may result in social tensions, especially when tourism develops at 
a fast pace in a dual society. In a buyers' market, adjustment, although a 
two way process, has to be made by the recipient country to a major ex
tent. Some examples of this are: providing de luxe hotels to tourists, while 
there are natives who, for want of houses, live on roads; providing drinks 
for foreigners, when social norms prohibit alcohol, providing easy access 
to sex, while otherwise this is considered highly immoral in the country. 
Strong feelings and value judgements are involved. Open caressing bet
ween lovers might be acceptable (or even welcome!) in South European 
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cities, this being considered a sign of belonging with advanced Europe. 
But how would it be taken in the streets of old Delhi? Is it an expression 
of freedom or progress, a tolerable evil of tourism, or simply an unforgiva
ble perversion? Each society has to decide its own course. Our point is 
only to indicate that a rapid increase in tourism is going to change the pre
vailing norms rapidly. Even when such cultural transformation is tolerated 
or welcome, it will involve additional economic costs arising from the pro
vision of preventive or curative measures against alcoholism, heavy smok
ing, drug addiction and a possibly greater incidence of V.D. The serious
ness of the problem and its costs naturally depend upon the existing cul
tural gap and the speed of the impact. 

This brings us to the most important aspect of tourism, not as a lead
ing growth-promoting industry, but as the distinguishing mark of a grown 
economy of which it is the chief characteristic. Such an economy may, for 
convenience, be termed a tourism-dependent economy, or simply a 
«tourist economy», in which visitors for outnumber residents, tourist re
ceipts are the major source of foreign earnings and a large part of active 
employment caters to foreign tourists either directly or indirectly. A 
«tourist-economy», like a «rubber-economy», a «coffee-economy», or a 
«tea-economy» to coin terms in the same fashion, apart from its lop-sided 
nature, affects the quality of living as such. A «tourist-economy» may be
come much more prosperous than before, but it cannot «catch up» with 
the rich economies. It always has to serve the rich, if tourism is in fact the 
mainstay of the economy. This means that, if the aim is to build up the 
economy and catch up with the rich, then there must be a limit to the ris
ing expansion of tourism; a certain stage must be reached, at which gen
eral industrial development, perhaps helped by tourism, must render the 
latter a small part of total economic activity. There may also be a cultural 
limit to the increasing rate of tourism, when it begins to destroy the pecul
iar nature of the socio-cultural aspects which attracted it in the first in
stance. These are self-setting limits to tourism based on the future quality 
of life desired. An economic optimum may exist that may be reached 
much earlier on the basis of an intended balanced structure of the grown 
up economy. The absorption-capacity for tourism, in terms of the ability 
to serve the foreign visitors, well, may be higher or lower than that op
timum. Where exactly is the optimum should always be in the mind of the 
planners, if any, of the economy. 
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Tourism in the world - An overall view 

General expansion 

World tourism, in terms of international tourist arrivals and interna-

TABLE 1.1 

International Tourist Arrivals 

Year No. of arrivals Growth over 
in millions previous 

year per cent 

1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 

1968 
1969 
1970 

1971 
1972 
1973 
1974 
1975 

1976 
1977 

71.2 
75.3 
81.4 
93.0 

108.0 
115.5 
130.8 
139.5 
139.7 
154.1 

J 69.0 
181.0 
198.0 
215.0 
209.0 
213.0 

219.0 
240.0 

— 
5.8 
8.1 
14.2 

16.1 
6.9 
13.2 

6.6 
0.1 
10.3 
9.7 
7.0 
9.4 
9.0 

-3.0 
+ 2.0 
3.0 
9.6 

Sources: IUOTO, Economic Review of World Tourism, 1972 edition, Table 1, 
p.9. 
OECD, Tourism in OECD Member Countries (Annual) 
W.T.O., World Travel; 141, March - April 1978, p. 32 and p. 61. 
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tional tourist receipts, has expanded at a very rapid rate.5 Tourist arrivals 
in the world, which stood at 75 million in 1961, were estimated to be 

TABLE 1.2 

International tourist receipts 

Year Tourist receipts Growth over 
in Billion U.S. previous 

dollars year per cent 

1960 
1961 
1962 

1963 
1964 

1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 

1975 
1976 
1977 

6.8 
7.3 
7.8 
8.3 
9.6 
11.0 
12.5 
13.4 

13.8 
15.4 
17.9 
19.9 
24.0 
28.0 
29.0 
34.0 
43.5 
50.0 

— 
7.4 
6.8 
6.4 
15.7 

14.6 
13.6 
7.2 
3.0 
11.6 
16.2 
11.2 

20.6 
16.7 
3.6 
17.2 

27.9 
15.0 

Sources: IUOTO, Economic Review of World Tourism, 1972 edition, Table 13, 
p.9. 
OECD, Tourism in OECD Countries (Annual). 
W.T.O., World Travel, 140, Jan-Feb. 1978, p. 50. 

5. See the statistical note appended to this chapter. 
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around 240 million in 1977. But the annual rate of growth has shown grea
ter variation and, due to special politico - economic factors, the growth of 

TABLE 1.3 

Per cent change over previous year in international 
tourist receipts for OECD countries 

Year 

1972 
1973 
1974 
1975 
1976 
1977 

InU.S. 
dollars at 

current rates 

+ 17.2 
+ 20.8 
+ 8.7 
+ 18.4 
+ 7.0 
+ 22.5 

InU.S. 
dollars at 
1972 rates 

+ 12.0 
+ 12.5 
+ 8.9 
+ 16.5 
+ 17.4 
+ 28.3 

InU.S. dollars 
at 1972 rates and 

1972 prices 

+ 6.1 
+ 3.7 
- 3.5 
+ 3.1 
+ 6.2 
+ 12.5 

Source: OECD, Tourism Policy and International Tourism in OECD Member 
Countries, 1978, Table T. III.4, p. 60. 

arrivals ceased for a brief spell in 1968 and arrivals declined, showing nega
tive growth in 1974. Not considering these years, annual growth has 
ranged from a rate of 2 per cent to 16 per cent. Table 1.1 shows past 
growth over the period 1960-1977. 

In comparison, international tourist receipts have always increased 
positively, even in the years 1968 and 1974. If we disregard these years 
again, the rate of growth over the given period ranges from 6 per cent to 
28 per cent. Obviously inflation also boosted the rates. Changes in the 
rates of exchange, especially over the last few years of this period, were 
very frequent. Table 1.2 gives international tourist receipts at current 
prices and at current exchange rates. It shows receipts to have risen from $ 
6.8 billion (U.S.) in 1960 to around $ 50.0 billion (U.S.) in 1977. In order 
to give an idea of the impact of inflation and of changes in the rates of ex
change, Table 1.3 gives the comparative figures of the annual rates of 
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growth at current prices, as well as at 1972 prices and 1972 exchange rates. 
These figures are for OECD countries which account for 80-90 per cent 
of total receipts, and for the last few years of the period under considera
tion only. It can be seen that in OECD countries, the annual rate of 
growth of receipts was much higher than the corresponding rate in the 
case of arrivals. This is quite natural since, even at a given level of arrivals, 
the per capita expenditure of tourists, hence tourist receipts, is expected 
to increase, as standards of consumption and price levels rise over time. In 
any case, the generally high growth of world tourism is easily confirmed. 

Regional concentration 

But the astonishing feature of the growth of world tourism has been 
its almost stationary pattern of regional distribution. As Table 1.4 reveals, 
Europe accounts for about three fourths of the international tourist arri
vals. The American continent takes up about on fifth of the total. Africa, 
Asia and the Middle East together hardly account for 6—7 per cent of the 
international tourist arrivals, while there has been a fixed pattern of dis
tribution among the three as well. Asia and Australia account for about 
half of this 6—7 per cent, while the other half is almost equally shared bet
ween Africa and the Middle East, though the later always has a slight ad
vantage over the former. It is remarkable that this pattern is discernible 
over the whole 15-year period, except that, in the last few years consi
dered, lost some ground in favour of the Americas. 

The above pattern is confirmed by Table 1.5, which shows the regional 
distribution of tourist receipts, although in this case proportions are 
slightly different. Africa, Asia and the Middle East together do not even 
account for 10 per cent of total international tourist receipts. Starting from 
an extremely low base, these regions have not yet attracted a significant 
part of world tourism. It is deceptive to talk of the chronological growth of 
tourism in these regions based on statistics, without regard to their share 
in a rapidly growing world industry.6 The apparent explanation of this 
heavy concentration of world tourism is that most tourism is short-haul, 
generating intra-regional travels and that most of the tourist-generating 

6. Compare in this connection, Louis M. Rothfield, «The African Tourism 
Product», World Travel, No. 137, Aug-Sept. 1977, pp. 19-22. 
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TABLE 1.4 

Percentage shares of different regions 
in international tourist arrivals 

Year 

1963 
1964 

1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 

1973 

1974 

1975 
1976 
1977 

Europe 

74.8 

75.1 
75.8 

75.5 
74.2 

75.5 
74.7 
74.7 
75.3 
75.0 

73.0 

71.3 
71.1 
70.9 
70.9 

Africa 

1.1 
1.3 
1.0 
1.0 
1.0 
1.2 
1.4 
1.4 
1.4 
1.8 
1.4 
1.4 
1.6 
1.6 
1.7 

America 

20.7 
20.0 

19.1 
19.4 
21.1 
19.2 
19.4 
19.2 
18.6 
18.2 

20.7 

22.0 
22.1 
22.0 
21.7 

Asia / 
Australia 

1.8 
1.90 

1.8 
1.9 
2.1 
2.4 
2.8 
3.1 
2.9 
3.2 
3.1 
3.4 
3.8 
3.9 
4.10 

Middle 
East 

1.60 
1.7 
2.3 
2.2 
1.6 
1.7 
1.8 
1.6 
1.9 
1.9 
1.8 
1.9 
1.4 
1.6 
1.6 

Total 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

Source: IUOTO, Economic Review ofWorld Tourism, 1972 edition, Table 2, p. 10. 
W.T.O., «World Tourism Organization and Air Transport», World Travel, 
141, March-April 1978, pp. 28-35. 

countries are in Europe and North America. An examination of the 18 
major tourist-generating countries of the world over the period 1973-76 
shows that, for 15 of them, intra-regional travel accounted for more than 
83 per cent of the total. The only exceptions were Australia, Japan and 
the U.S.A., while even here, travel to intra-regional destinations ranged 
from 32 to 58 per cent. Table 1.6 sets the record clear.7 Thus, while 
tourism is a very fast-growing industry, past record suggests that it is grow-

7. The table (No. 6) is based on destinations of tourists originating from the 18 
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TABLE 1.5 

Percentage shares of different regions in 
international tourist receipts 

Year 

1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 

Europe 

65.2 
65.2 
64.7 
64.2 
61.7 
62.4 
61.8 
62.7 
65.1 
67.0 

Africa 

2.0 
2.0 
2.0 
2.2 
2.1 
2.1 
2.2 
2.1 
2.3 
2.3 

Americas 

26.7 
26.4 
26.7 
26.8 
29.6 
28.4 
28.5 
26.9 
24.9 
23.2 

Asia / 
Australia 

4.3 
4.3 
4.3 
4.6 
5.2 
5.5 
6.0 
6.7 
6.0 
6.0 

Middle 
East 

1.8 
2.1 
2.3 
2.2 
1.4 
1.6 
1.5 
1.6 
1.7 
1.5 

Total 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

Source: IUOTO, Economic Review of World Tourism 
1970 edition, Table XXI p. 29, 
1972 edition, Table 16 p. 21, 
1974 edition, Table 14 p. 20. 

ing only within a limited regional grouping. 

A statistical record of world trends in the rate of growth of tourism 
would, therefore, be a poor guide to those countries which are outside 
these tourist regions. It also seems that there would be much harder com
petition among the countries generally away from the main tourist centres 
than among the countries within the centre. A few tourist «pockets» out
side the centre have a greater chance to develop than tourism away from 

most important tourist-generating countries. The regions of the countries are ac
cording to W.T.O. definitions. The important thing to note is that Cyprus, Israel 
and Turkey are included in Europe. 
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TABLE 1.6 

Tourist destinations of 18 major countries 
Average over the years 1973-1976 

Country Percentage of 
total going 
outside the 

region 

67.55 
63.44 
41.49 
16.56 
15.91 
12.07 
11.16 
11.14 
10.36 
8.63 
7.42 
4.60 
3.68 
3.32 
3.14 
2.96 
2.65 
1.43 

Percentage of 
total going inside 

the region 

32.45 
36.56 
58.51 
83.44 
84.09 
87.93 
88.84 
88.86 
89.64 
91.37 
92.58 
95.40 
96.32 
96.68 
96.86 
97.04 
97.35 
98.57 

Australian 
Japan 
U.S.A. 
Canada 
U.K. 
Mexico 
Spain 
Italy 
Greece 
Switzerland 
France 
Sweden 
Netherland 
Denmark 
Germany F.R. 
Belgium 
Austria 
Yugoslavia 

(Calculated from) Source: W.T.O., World Travel Statistics, Vol. 30. Kindly see foot 
note number 7. 

the centre in general has. This is, of course, based on past trends as out
lined above. 

Forces behind destination selection 

The prospects of tourism for underdeveloped countries will be 
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analysed separately later in this chapter. Here it should be pertinent to ask 
why tourism is so centralized. The forces and factors behind the statisti
cally revealed patterns, or behind the demand for the tourist product, 
have yet to be conclusively investigated in the economic literature. The 
motives for travel, even for the so-called pleasure travel, are many, and 
the influencing factors are equally numerous, and they are not always 
economic only.8 Besides, if we examine them from the point of view of 
tourist receipts, the situation seems even more complicated because of the 
variations in prices and exchange rates over time. Tourism has been found 
to be quite sensitive to these.9 What we need is a proper international sur
vey at the tourist-generating centres to investigate the forces and motives 
behind travel and destination selection.10 We know that a small propor
tion of the total population of a few rich countries constitutes the majority 
of international tourist arrivals.11 

8. See in this connection: B. Bjorkman, «On Market Studies in the Field of In
ternational Tourist Traffic» in IUOTO, First Travel Research Seminar, Switzer
land, April 1961, pp. 58-72. Andreas S. Gerakis, «Effects of Exchange - Rate De
valuations and Revaluations on Receipts from Tourism», Staff Papers, Vol. XII, 
1965, pp. 365-384. Mr. Gerakis lists some 13 factors, economic and non-economic, 
which affect the desire to travel, destination and the amount to be spent. Michael 
Peters, International Tourism (London, Hutchinson, 1969), p. 115. Anthony Ed
wards, International Tourism Development Forecasts to 1985 (London: The 
Economist Intelligent Unit, 1976), p. 15 

9. H. Peter Gray, «The Demand for International Travel by the United States 
and Canada», 1ER, Vol. 7, No. 1, January 1966, pp. 83-92. Jacques R. Artus, 
«The Effect of Revaluation on the Foreign Travel Balance of Germany», Staff Pap
ers, Vol. XVII, 1970, pp. 602-619. Sung Y. Kwack, «Effects of Income and Prices 
on Travel Spending Abroad, 1960 III - 1967 IV», 1ER, Vol. 13, No. 2, June 1972, 
pp. 245-256. 

10. Surveys of pleasure - travellers from America to Europe have been done 
by the European Travel Commission and Time Magazine for the years 1973 and 
1977. Then Major motive comes out to be the desire to broaden one's cultural ex
perience by watching a different way of life. See Tourism International Research 
Europe, 2nd quarter 1977, pp. 2-3. Obviously, such surveys are needed for all 
travellers to all destinations. 

11. OECD, Tourism Development and Economic Growth seminar held under 
the auspices of the Technical Assistance Programme of the OECD at Estoril, Por
tugal, May 1966 (Paris: 1967), p. 11. Louis Turner and John Ash, 77ie Golden 
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The desire to travel into a different land and have a first-hand know
ledge of things and people abroad is an innate one and, probably, part of 
the general thirst for knowledge. Relaxation in a receptive environment 
away from one's own home may be an added stimulus to the parent de
sire. But actual travel depends more on the capacity to go and stay ab
road. Apart from the influencing factors of income and prices, on which 
we are going to comment, the capacity to travel also depends on the re
sponse of supply to the latent demand for tourism. Availability of supply is 
in itself a sort of stimulus for the latent demand to come forth. The plan
ned, effective and competitive response of supply can increase the con
sumer's capacity to broaden the range of his consumption demand. It 
raises the real value of the given resources for the consumer by increasing 
the latter's purchasing power. The supply situation may be influenced by 
active government help in the development and provision of a variety of 
lodging and boarding facilities for tourists at reasonable prices and 
through provision of good and cheap internal transport (like special buses 
on routes of tourists interest or sponsored guided tours), of state-regulated 
souvenir shops and of a multi-lingual tourist police. Such services help the 
tourist in getting his dollar go farther than otherwise. It is not only the top 
rich who constitute the proportion of total population that travels abroad; 
the lower and upper-middle income brackets may also be helped to be 
part of it by a suitable response of the supply to the demand for tourism. 

This proportion is probably growing, but we do not yet know to what 
destinations these people travel most and why. A prion two influencing 
factors stand out most: incomes and prices on the one hand and a cultur
ally different, but not too different, place of destination on the other. On 
both these counts most of the countries far away from the rich tourist -
generating centres of Europe have little prospect of benefits from the 
growing tourist industry. Publicity and promotion do play a big part. An 
industry not only recognizes and serves needs, it stimulates them too. But 
if general prospects are bleak, promotion expenditures may serve to divert 
demand from within the region rather than create new demand or divert it 
from the centre. The redeeming feature in these regions is that, generally, 
prices are much lower than in the centre; and if the same tourist product 

Hordes, International Tourism and the Pleasure Periphery (London: Constable, 
1975) p. 13, where some proportions for US and Britain are quoted. 
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can be served as in the centre and fast air-travel to these countries pro
vided at much cheaper rates, the tourist flock may turn their attention 
there. These are big «ifs», however. The former requires changing the 
structure of the economy to cater to the needs of comparatively much 
richer people and the latter requires heavy subsidization of a highly com
petitive airline industry. 

Supposing it were possible to adjust supply entirely to this type of de
mand, then the economic question would be: would returns justify the 
costs of remodelling the economic structure? We can bypass this question 
if excess capacity in supply already exists - in terms of infrastructure, pub
lic services, hotel accomodation, and supply capacity for products de
manded by tourists. However, this is rarely the case. In most of the coun
tries reallocation of resources in favour of supplying the tourist product 
will be required. The question then arises, whether and how much of in
cremental investment in the economy should go towards tourism. It would 
be difficult to answer this question without going into the socio-economic 
objectives of policy and, therefore, the answer cannot be a general one, 
applicable to all. 

Tourism and the balance of payments 

Beside its potential effect on growth, the major argument in support 
of tourism regards its favourable impact on the balance of payments.12 

This is understandable, as most countries treat their external balance as 
one of the major preoccupations of economic policy. Most underde
veloped countries suffer from a persistent shortage of foreign exchange 
needed for financing their economic development plans. This does not 
mean, however, that tourism affects economic development only by pro
viding foreign exchange reserves. In fact, the effects of tourism on 

12. Sir John Eden, «Tourism and Goverment» (A Conference Address) in 
A.J. Burkart and S. Medlick (eds.), The Management of Tourism (London: 
Heinemann, 1975), pp. 177-181. See also H., David Davis, «Investing in Tourism», 
Finance and Development, March 1967, pp. 1-9. and UNCTAD, The Develop
ment of Tourism in Mexico since the early 1950's (mimeographed) (Geneva, 1971), 
pp. 40-50. 
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economic development and the balance of payments are interrelated, 
especially insofar as tourism broadens and deepens the supply side as a re
sponse to the additional, and probably more diversified, demand gener
ated by it. Tourism is supposed to be a new and increasingly important 
source of foreign exchange earnings. But tourism also affects imports. 
One obvious example is that of residents going abroad as tourists. As, in 
the tourist centre, the tourist-generating countries are also the impor
tant tourist-receiving ones, there is a temptation to relate the two, com
pare the receipts and payments on account of tourist outflow and inflow 
and find the «net travel account». Peter Gray has aptly pointed out the 
pitfalls in limiting the analysis to the primary impact alone.13 But are these 
two related? The demonstration effect of tourism is positive in creating a 
desire in the nationals to travel abroad. But the ability to travel is more 
important. However, the special efforts made in countries like the USA 
and the U.K. to have a positive effect on the tourist account, indicate the 
importance of the two. In fact, the success of a tourist organization is mea
sured on this basis, and a major part of its budget is spent on promotional 
activities.14 Most of the facilities provided to tourists by the administrative 
set-up are matched by reciprocal arrangements elsewhere which may help 
the outflow of tourists. But the available data do not permit us to establish 
any causal relationship between outward and inward tourism. 

Taking the foreign tourist receipts as positive at their face value, we 
have to deduct the foreign exchange expenditure for inviting, providing 
accommodations for feeding and entertaining the visitors. The balance will 
surely be positive, for, even if only imported goods were used, substantial 
part of the final market price would be the value added in the country by 
transforming or transferring the imported products and services. The ba
lance cannot be the same, or even nearly the same, for all countries be
cause demand and supply conditions in the tourist market are widely diffe
rent. A general, international pattern cannot be established. The composi
tion of the tourists expenditure would differ according to their level of in-

13. H. Peter Gray, op. cit., pp. 88-90. Also see Anthony V. Williams and Wil
bur Zelinsky, «On Some Patterns in International Tourist Flows», Economic 
Geography, Vol. 46, No. 4 (October 1979), pp. 549-567. 

14. National Tourist Review Commission, Destination USA, Vol. 3, Interna
tional Visitors (Washington D.C.: 1973) p. 22, Table 2. 

- 4 1 -



come, their age and their social class. The expenditure made by tourists 
has to be allocated among the various sectors, and imported elements 
have to be imputed according to detailed input-output tables. This re
quires comprehensive and formidably costly surveys in each country. 
Mostly rough estimates, based on intelligent guess-work, have been made. 
Results have been widely different. 

It is even difficult to find a typical expenditure distribution. Harry G. 
Clement cites two different distributions of expenditure for Hawai and 
Singapore and then, on the basis of a personal judgement, reaches a «typi
cal figure».15 Similarly, another study on Central America presumed an 
average distribution after citing three distributions.16 The UNCTAD study 
on Mexico cited three distributions for the same country. 

In fact, there are so wide difference between different estimates for 
the same country and for the same period, that there seems to be little 
basis for reaching a typical figure. Even for a single group of items, like 
food and drinks, estimates range from as low as 18 to as high as 40 per 
cent of total expenditure. This applies equally to the next step of finding 
the import content of each such expenditure category. A comprehensive 
UNCTAD study cites tables of the import content of sales to visitors in 
Hawai, Kenya and Israel , gives some general average figures for the 
U.S., the Virgin Islands, Trinidad and Tobago, Ceylon, Yugoslavia, 
Greece and Mexico and concludes: 

«The data are necessarily very approximate, but they tend to suggest 
that in island economies net foreign exchange proceeds from foreign 
tourism generally range from 50 to 70 per cent of the gross receipts, 
while in other developing countries the proportion may well be rather 
higher - perhaps 70 to 80 per cent and even more in countries which 
are able to satisfy the demand for all but the luxury type of consumer 
goods from domestic output».17 

An Indian study by the National Council of Applied Economic Re
search estimates the proportion at around 93-95 per cent!18 

15. Harry G. Clement, op. cit., p. 18. 
16. Lyell H. Ritchie et al., A Regional Study of Tourist Development in Cent

ral America (Washington D.C.: Peter International, 1965) pp. 24-25. 
17. UNCTAD, Elements of Tourism Policy in Developing Countries, TD/B/C, 

3/89. 
18. Quoted by Ajit Mozoomdar, «Tourism and the Balance of Payments in a 
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General conclusions remain, however, unwarranted. The studies be
long to different time periods and include a heavy element of personal 
judgement of the authors, a factor that certainly varies widely in these dif
ferent studies. No general pattern or even a range of some proportions 
emerges. When the import content part of the capital invested in the 
tourist sector is included the matter is further complicated. It is obvious 
that rough country-specific and time-specific estimates, reached on the 
basis of questionable macro-assumptions, can hardly provide a general 
pattern for establishing the impact of international tourism on foreign ex
change. 

The effects of tourism on employment and income 

An economic analysis of tourism using the «tourist multiplier» was 
first made by Henry G. Clement and was later taken up by many others. 
This simple ratio has been found to range from 0.58 to 4.3. The calcula
tions themselves have been criticized, disputed, defended and rejected by 
different people. In fact the very concept has not always been defined pre
cisely and consistently. The size of the multiplier naturally depends on the 
import-dependence of the economy in general, unless one unrealistically 
assumes that the propensity of the income receivers in the tourist sector is 
to import markedly different from that in the rest of the economy. What
ever the value of a so-called «tourist-multiplier», the case for tourism can
not be established on the basis of an analysis of its special impact on 
economic activity. Any injection of additional expenditure in the economy 
will have a similar effect. Tourism can play an interesting part due to its 
special significance for the long-run path of structural equilibrium growth. 
The pattern of the initial demand injection, the nature of the response of 
supply and the changes in the latter over time are more important matters 
for investigation. 

This brings us again to the goods and services demanded by the 
tourists. The tourist may be visiting the country to see its archaeological 
past or its cultural present, but in this process his daily needs do not un
dergo a dramatic change. He demands goods and services he is accus-

Developing Economy», Travel Research Journal, 1974 edition, pp. 29-35. 
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tomed to, even when he experiments a little with respect to his eating 
habits.19 In the case of pleasure tourism, where recreation and rest are the 
major aims, the tourist product becomes rather standardized.20 Vacations 
are rather becoming occasions for strenuous sport activities than for sim
ple relaxation.21 Thus new income generation in the tourist-receiving 
countries depends upon providing for this kind of vacation. In a country 
similar to the tourist's in terms of economic development and culture 
these goods are already available and only need be supplied in greater 
quantities. In others the appropriate capacity has to be created through 
government directed and promoted investement. New incomes and jobs 
will be created, of course. 

However, this pattern of income and job creation, apart from generat
ing social tensions in the indigenous population, may not be suitable for 
the long-term development plans of a developing country.22 It used to be 
generally believed that the labour output ratio is higher in the tourist in
dustry and thus helps in providing greater employment opportunities, than 
in other comparative activities or the average value of this ratio for the 
economy as a whole.23 But important, recently conducted international 
studies now agree that the evidence is contradictory and not conclusive, 
especially if the cost of providing, the necessary infrastructure is also in
cluded.24 Therefore, the qualitative aspect is more important. Skill crea
tion has been found to be a significant variable for growth. Developing the 
appropriate technology, as opposed to adopting foreign technology, is of a 
major importance in this context. Employment in hotels, tour operating 

19. J.P. Longden, «Catering for the Tourist» in A.J. Burkart and S. Medlick 
(eds.), op. cit., pp. 89-98. 

20. S. Medlick and V.T.C. Middleton, «The Tourist Product and its Marketing 
Implications», ibid, pp. 131-139. Also see A.J. Burkart, «Design as an Instrument 
of Competition», ibid. pp. 140-148. 

21. See for example a report by Time (July 4, 1977), «A Comfortable Season», 
pp. 22-24. 

22. Harkishan Bhagat, «Tourism and National Development in Tanzania», 
Special Article No. 13, ITO, No. 3 (1974), pp. 47-56. 

23. «Tourism's role in economic development», Travel Research Journal, 1972 
edition, No. 2, pp. 3-17. 

24. UNCTAD, Elements of Tourism Policy in Developing Countries, TD/BC. 
3/89, and World Bank, Tourism-Sector Working Paper, (Washington, 1972). 
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agencies, recreation houses etc. is ill-suited to it. The few management 
jobs in these businesses are indeed of some importance, but only if they 
are not taken up by foreigners in the name of efficiency. 

As long as tourism is a small industry in relation to the country's total 
economic activity, the relevant structural effects are not very important. 
But if tourism is the mainstay of the economy, the above are significant 
issues. Analytically, what is involved is the role of the service sector as an 
agent of growth as distinguished from its rising importance as a consequ
ence of growth. Recently even in Britain the rising share of services in out
put and trade has been lamented upon.25 In economic theory the cause of 
industrialization has not yet been abandoned. In practice it is still the stan
dard for measuring how «advanced» an economy is. Sometimes it is 
suggested that tourism stimulates the growth of light consumption indus
tries which in turn act as a stimulus for later general industrial develop
ment. If the active participation of the government is required and special 
infrastructure has to be created in any case and at each level, it is not bet
ter to start right at the top? The answer naturally depends on the relative 
priority of each sector, area and industry and on the social cost and/or av
ailability of resources in relation to long term economic growth objectives 
and each country's social and cultural goals. Therefore, no general solu
tion or international trend has yet emerged in this respect. 

Tourism and regional development 

Tourism may promote regional development by providing for the 
livelihood of areas (especially islands) which have no other viable 
economic alternative. It can also create pockets of development, by con
centrating in a few areas and spots. In the latter case regional disparities 
get wider. A typical case of concentration is tourism that seeks the ancient 
and historical sites of a country. Supply here is fixed and the increase in 
tourism may create problems after some time. Another example is tourist 
concentration in the well-known cities or capitals of countries. A few years 
back British tourist concentration in London was said to be 70 to 80 per 

25. Ajit Singh, «U.K. Industry and the World Economy: A Case of Deindus-
trialization?», Cambridge Journal of Economics, Vol. I, No. 2 (June 1977), pp. 
113-36. 
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cent of the total. In the Netherlands the point of concentration is the city 
of Amsterdam which accounts for 50 per cent of hotel nights spent. Paris 
takes 60 per cent of foreign visitors nights26. The case of London is typical. 
In 1971 it was estimated that 85 per cent of a total of 8 million foreign vis
itors spent all their time in the capital.27 This meant that overseas visitors 
outnumbered, the resident population. Local government authorities the 
greater London Council and the President of the London Tourist Board 
felt concerned in their own ways. Tourists now number 10 million a year, 
and the Chairman of the English Tourist Board in his annual report for 
the year ended March 31, 1977, warned that it was difficult to provide for 
all the tourists that pour in.2 8 The result is that residents begin to feel per
sonally inconvenienced in spite of their knowledge of the national benefits 
arising from tourism. In a recent survey report it was found that only 9 per 
cent of those surveyed considered that tourism provided them with some 
personal benefit, while 83 per cent revealed some or other disadvantage to 
them because of tourism.29 

There are countries, like Spain and the Bahama islands, where 
tourists are almost double the local population. These tourists, naturally 
do not scatter all over the country. Few areas develop hiitially. These very 
areas later create problems of localization. A U.N. study revealed that 
even in a country like Mexico 56 per cent of the tourists concentrated in 
two large areas.30 Thus, after a certain limit is reached for the countries 
and areas involved, tourism necessarily ceases to be an asset.31 This is the 
upper limit of tourism. Some of the problems can be avoided by proper 

26. B.P. Maison, «International Tourism in Four European Countries» in A.J. 
Burkart and S. Medilick (eds.), op. cit., pp. 182-201. 

27. «The Foreign Tourist in London and the Regions: The Planning Di
lemma», Special Article No. 2, ITO (No. 3, 1971), pp. 41-51. 

28. See the report by The Times (July 14, 1977), p. 4. 
29. «Report on Survey of London Residents' Opinions of Tourism» The 

Tourist Review, No. 3 (Sept. 1978), pp. 24-25. 
30. UNCTAD, The Development of Tourism in Mexico since the early 1950's, 

TD/B/C. 3/89/Add. 4 (mimeographed). 
31. Confer Henry J. Maubert in his introduction to Commission Β of the semi

nar on «Research and Forecasting in Travel Marketing», International Travel Re
search Seminar, The Changing World of Travel Marketing (Geneva: IUOTO, 
1971), p. 55. 
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planning and by stimulating and directing demand towards less developed 
areas within the country. 

But the optimum level of tourism is not determined only by the prob
lems of excessive localization. An economic and social optimum may be 
reached much earlier, unless the country is willing to become a «tourist 
country». And not all countries can become «tourist-countries», as our 
survey of world tourism indicates. South European and small island coun
tries, which are not too far away from the rich centre and perhaps a few 
pockets in Asia, Africa and Latin America can become «tourist countries» 
if they choose so. Most of the West European countries where there is 
heavy tourist concentration, however, are not tourist countries in terms of 
numbers, employment generated, income generated, ratio to exports, etc. 
The share of international tourist receipts in the exports of goods and ser
vices, of the OECD countries as a whole averaged 4.5 per cent over 1972-
1977. When considered individually, only for Austria and Switzerland 
among West European countries did this ratio, have a value higher than 
10 per cent. Within Southern Europe Spain has the highest ratio, that is, 
26.3 per cent over the whole period (with 33 and 31 per cent in the years 
1972 and 1973 respectively).32 But Spain has ceased to be a model for the 
development of tourism.33 Besides even in Spain, the share of interna
tional tourist receipts in the Gross Domestic Product does note exceed 5 
per cent. Austria and Switzerland have higher ratios. This means that the 
economic dangers involved in becoming dependent on tourism are not as 
real as the social ones and as the problem of sheer management of num
bers is. But those countries away from the centre, which plan on tourism, 
playing an important role in their economies have to guard against all 
three. 

Tourism and Underdeveloped Countries 

We have seen above that, considered on a world scale, tourism has 
shown quite fast, though uneven, growth. Moreover, we have seen that it 

32. The data are taken from Table T. Ill 6, p. 62, in OECD, Tourism Policy 
and International Tourism, 1978. 

33. The Economist, for example, in a recent feature entitled «Mexico-A Sur-
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is highly concentrated within Europe and North America which are also 
the tourist-generating centres. It is not just an accident that these also hap
pen to be the rich-country areas. The poor countries of Asia, Africa and 
Latin America have shown poor progress with respect to tourism. If we do 
not take into account the rich countries located in these regions, progress 
is poorer still. Tourism has often been recommended to the poor countries 
as a supplement to trade, an alternative to trade or as an industry having 
better prospects of growth. We shall try to examine the performance of 
underdeveloped countries in tourism and trade. 

It is not very easy to conclusively divide the world into developed and 
underdeveloped regions because there exist some countries at an inter
mediate level of development. Authors exercise their personal judgement 
in determining which category these countries belong to. Perhaps it would 
be better to take them as a separate category, but border-line cases always 
present problems. Let us take the simplest course, i.e. take the OECD 
countries as the developed world and the rest of the world as underde
veloped. 

Tourist arrivals in non-OECD countries increased from 48 million in 
1971 to 72 million in 1977, showing an average annual rate of growth of 
7.1 per cent. Over the same period the average rate of growth of tourism 
in OECD countries was 3.8 per cent. On this basis one can say that the 
underdeveloped countries are doing better. The comparison is much more 
favourable for the latter if we take tourist receipts as a measure of the 
growth of tourism. Thus, while non-OECD countries showed a growth 
rate of 25.3 per cent per annum over these seven years, OECD countries 
showed growth of 3.5 per cent per annum only. Tourism seems to be par
ticularly favourable to underdeveloped countries then. 

However, the statistics, if taken at face value, are deceptive. Firstly, 
as the W.T.O. collects mostly published statistics from the major tourist 
countries (e.g. OECD) and makes its own estimates for countries that do 
not send in the regular returns, there is a wide margin of error. We base 
our figures on W.T.O. world totals and the published statistics of the 
OECD. The remainder is more of a W.T.O. estimate. Table 1.7 that sets 

vey» warned the country: «it would be a terrible pity if Mexico despoiled itself in 
the way Spain has done». The Economist, 22-28 April 1978, «Trapping the 
Tourists», Survey pp. 31-32. 
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out these figures, shows how erratic the growth of tourist receipts in non-
OECD countries comes out to be rising up to 246 per cent in one year and 
falling down to —11 per cent the next year!. Then there is the important 
question of the base being very low for the non-OECD countries: 48 mill
ion arrivals in 1971 against the OECD base of 133 million and tourist re
ceipts of 3 billion dollars against the corresponding OECD figure of some 
17 billion dollars. This makes the use of percentages of very low value. We 
have set out the figures in this form because this is how the growth of 
tourism is usually presented and in order to show the extremely erratic re
sults that come out. Sometimes a few countries are selected to show the 
«stabilizing» influence of the earnings from tourism, as compared to other 
exports,34 or the general benefits of tourism to selected pockets. This is 
not the correct procedure unless one first proves that conditions are simi
lar elsewhere. 

If the growth of tourism is viewed in relation to the growth of trade, it 
is again not easy to make out the case for tourism in the underdeveloped 
countries. In the eight years from 1970 onward, world exports grew by an 
average of 32.3 per cent per annum, the exports of the OECD countries 
grew at a rate of 28 per cent and those of the non-OECD countries at a 
rate of 42.6 per cent. Because the petroleum-exporting countries, the 
socialist countries of Europe and the USSR constitute special cases, they 
should not be included in the non-OECD group. In the case of the non-
OECD countries, excluding the socialist countries (of Europe and the 
USSR) and the OPEC countries, which comprise (all the underdeveloped 
world (except South Africa and Israel), the growth of exports was 33.1 per 
cent. Compared to tourism the growth of exports appears to be less erra
tic, too. The relevant absolute figures and rates are set out in Table 1.8. If 
one were to rely on the experience of the decade of the 1970, then trade is 
certainly preferable to tourism for the under-developed countries as a 
group. 

However, the base is very low in the case of trade as well, and a small 
absolute increase in exports appears big when expressed as a ratio. Figures 
and rates are decidedly more reliable here than in the case of tourism. The 

34. See, for example, W.T.O., Economic Review of World Tourism (1968 edi
tion), pp. 38-39. Also Jeffrey Harrop, «On the Economics of the Tourist Boom». 
Bulletin of Economic Research, Vol. 25, No. 1 (May 1973), pp. 55-72. 
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definition of underdeveloped countries as the non-OECD countries is not 
very convenient, though. We have used it here to compare the growth of 
tourism in these countries with that in the rich countries and the main 
countries of tourist concentration which coincide with the OECD coun
tries, except for South Africa. But in order to compare the trade experi
ence of the OECD countries with that of the underdeveloped countries, 
the latter group does need some qualification. Thus, in order to compare 
the data over a longer period we can adopt the U.N. classification of un
derdeveloped and developed countries, but as regards tourism, we shall 
take the OECD countries as the «developed countries» group. This is 
necessary, since tourist statistics are not available even for a single decade 
for any otherwise defined groups of developed or underdeveloped coun
tries. 

We have already seen that tourism is geographically concentrated in a 
few regions like Europe and North America. As the base for the tourist 
statistics is low in the case of the underdeveloped countries, it should be 
better to compare their share in world tourism and world trade over the 
years for which data are available. 

Thus, while the index of world exports (1970=100) for the market 
economies as a whole rose from 46 in 1960 to 152 in 1977, it rose from 44 
to 155 for the group of the developed market economies, whereas for the 
group of the developing market economies it rose from 52 to 138 only.35 

The terms of trade also worsened for the developing market economies, 
excluding petroleum exporters, more so than they did for the developed 
market economies even during the period of the sharp increases in oil 
prices, i.e. 1971 to 1976. 

Tourist arrivals in the countries that now comprise the OECD in
creased from 114 million in 1965 to 168 million in 1977, which is an in
crease of 47 per cent. For the world as a whole tourist arrivals increased 
by 108 per cent. This means that in the non-OECD countries tourist arri
vals increase by 4800 per cent! In fact, the longer the period we consider, 
the more ridiculous become the comparisons. This is because tourism was 
practically non-existent in these countries in the past. It is therefore better 
to compare the respective shares of the developed and underdeveloped 
world in tourism and trade rather than compare past and present rates of 

35. U.N., Monthly Bulletin of Statistics, July 1978, Special Table B. 
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growth. 
As is evident from Table 1.9, the share of the non-OECD countries in 

world tourist arrivals increased slightly in the 1970s, but their share in 
tourist receipts probably declined, This means either that the moderate 

TABLE 1.9 

Shares of non-OECD countries in world tourism 
and world exports 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 

Average 
1977-1971 

Share in 
world 
tourist 
arrivals 
per cent 

26.52 
23.73 
27.91 
30.62 
26.29 
26.48 
30.0 

27.36 

Share in 
world 
tourist 

receipts 
per cent 

15.58 
16.67 
10.71 
8.96 
8.24 

22.30 
17.2 

14.24 

Share in 
world 

exports 
per cent 

30.64 
29.26 
30.65 
36.49 
34.76 
36.02 
35.88 

33.38 

Share of non-OECD 
non-socialist Europe 

and USSR 
non-OPEC 

countries in world 
exports per cent 

14.32 
12.97 
14.04 
13.73 
12.70 
13.45 
13.85 

13.58 

Source: Tables 1, 2, 7 and 8. 

spenders among tourists visit these countries or that, these countries being 
farther away from the tourist generating centres, tourists have much less 
left to spend after having spent proportionately much more on reaching 
these countries. The first explanation seems to be more plausible, for 
whoever reaches distant lands should like to get the most out of those 
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countries, especially when prices are much lower in comparison to the rich 
centres. As regards the share of each group in world exports, a compari
son is less appropriate, as oil exporters are included in the non-OECD 
countries. If we consider the case of the non-OECD, non-OPEC, non-
socialist countries (of Europe and USSR), the share of these countries in 
world exports again seems to have decreased over the seven years consi
dered. We do not have separate figures for tourist arrivals and tourist re
ceipts to compare for this group, but on the whole it appears unlikely that 
tourism might have fared much better. 

Within the group of the underdeveloped countries some countries 
have surely done much better than others in tourism (examples are 
Mexico and Kenya). Two inferences can be drawn from this. One is that, 
if some countries can do so well, others can follow suit in the same way. 
This would have been the case, if tourism towards underdeveloped coun
tries in general had grown much faster and had been distributed a little 
better. But the fact is that a couple of underdeveloped countries account 
for most of the arrivals and receipts. If we do not include Eastern Europe 
and the USSR in the non-OECD countries the share of the remaining un
derdeveloped countries is very low, while, within that group, Mexico, the 
Caribbean Islands and some North African countries account for more 
than half of the total. Furthermore, if the example set by these countries is 
an argument in support of tourism, then the same holds true, with even 
greater force, for trade. For while the volume of exports for underde
veloped countries in general increased by an annual average growth rate 
of 4.8 per cent during 1970-76, the corresponding rate for a few countries 
(with fast-growing manufacture) was 13.5 per cent per annum.36 These 
countries, namely Hong Kong, Israel, S. Korea, Lebanon, Malta, Mexico 
and Singapore, are the very countries that showed marked growth in 
tourism as well. Thus the second inference, which is that on the basis of 
past performance, underdeveloped countries hardly have a choice 
between tourism and trade seems more valid. Perhaps trade has more to 
recommend it. This is because the growth of trade has been hampered by 
specific tariff and non-tariff barriers imposed by the developed countries, 
while tourism operates in a free market with «welcome» signs and promo-

36. UNCTAD, Review of International Trade and Development 1977 (New 
York: 1978), Table 2, p. 4. 

- 5 4 -



tional advertising. According to the President of the World Bank, the less-
developed countries could triple their exports in 10 years from 1975, if 
only the OECD countries adopted real free trade.37 

The pertinent question to ask is, why tourism is so concentrated 
within the advanced world, while there are no man-made barriers as in the 
case of trade. The apparent answer is that underdeveloped countries are 
far away from the tourist-generating countries and the cost of airfare (or 
travel time) is prohibitive. But the cost of air-travel could become much 
lower than the present rate, if there was much traffic, as has been shown 
in the case of the flights over the Atlantic by Laker Airways. The 
economic explanation of this phenomenon is rather the opposite. This can 
be also shown by published travel statistics. In fact, not only is tourist traf
fic concentrated within the geographical region of the developed coun
tries, but also the major part of the long-haul traffic (i.e. tourism that goes 
outside the region of the source country) again originates in the rich de
veloped countries outside the region. 

This is evident from Table 1.10 which shows for the major tourist-
generating countries, tourist destinations averaged out for the years 1973-
76. This table is very important. It shows that Australia, Japan and the 
USA have significant tourist traffic outside the region: figures are higher 
than 60 per cent of the total for the first two and about 42 per cent for the 
USA. The obvious explanation is that there are no developed countries 
within their region, so they go further out. The ratio is relatively lower for 
the USA because Canada is near by. This observation is further con
firmed, if we look at the first column which shows tourist flow from these 
eighteen countries to the developed world in general. There is not a single 
exception to the rule that 61 per cent or more go out to the developed 
world. In fact, this lowest figure is also an exception; and an understanda
ble one, for it is the case of Japan which has ethnic roots in the region and 
trade interests more widespread than those of others. Other «low» figures 
are those of Australia and the USA - which are 76 and 80 per cent respec
tively! For the rest of the 15 countries, destinations in the developed 
world attract 92 per cent or more of tourist arrivals; while for Austria, Bel
gium, Denmark, Germany, the Netherlands, Sweden and Yugoslavia the 

37. See Trade and Economic Development, Vol. XX, No. d. 201 (1 Nov. 
1977), p. 39. 
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TABLE 1.10 

Percentage distribution of four-year average (1973-1976) 
destinations visited by tourists from major tourist 

generating countries 

Country 

Australia 
Austria 
Belgium 
Canada 
Denmark 
France 
Federal Republic of 
Germany 
Greece 
Italy 
Japan 
Mexico 
Netherlands 
Spain 
Sweden 
Switzerland 
U.K. 
U.S.A. 
Yugoslavia 

Total 
developed 

world 

75.56 
98.09 
97.99 
97.34 
98.85 
94.07 

99.13 
96.7 
93.57 
60.91 
96.79 
98.01 
90.89 
97.85 
94.1 
91.96 
79.85 
99.41 

Total 
outside 

the region 
of the 

country 

67.35 
2.65 
2.96 

16.96 
3.32 
7.42 

3.14 
10.36 
11.14 
63.44 
12.07 
3.68 

11.16 
4.60 
8.63 

15.91 
41.49 

1.43 

Developed 
world 

outside the 
region 

concerned 

64.14 
0.77 
0.94 

14.86 
2.2 
1.52 

1.17 
7.08 
3.26 

60.07 
12.07 
1.72 
2.08 
2.48 
2.79 
7.90 

37.14 
0.86 

Developed 
world 

outside the 
region as 

per cent of 
total outside 

the region 

94.55 
29.06 
31.76 
89.73 
66.26 
20.48 

37.26 
68.34 
29.26 
94.69 

100.00 
46.74 
18.64 
53.91 
32.33 
49.65 
89.52 
60.14 

Source: Calculations from W.T.O., World Travel Statistics 1976, Vol. 30, «Desti
nations». 

Explanatory note: Regions are the same as classified by W.T.O. for the countries li
sted. As developed world we take the whole of Europe, the USA, Canada, Austra
lia, Japan, New Zealand, Eastern Europe and the USSR. Thus the underdeveloped 
world almost coincides with the U.N. publications definition of underdeveloped co
untries and Territories, with the major exception that because of the difficulty of se
parate data availability, South Africa is included within this group. 



respective ratios are as high as 98 or 99 per cent. Another column in this 
table should be closely observed. We have calculated these countries 
tourist destinations in the developed world outside the region as a propor
tion of the total outside the region. For the same countries that showed 
comparatively higher inclination to leave the region, that is, Australia, 
Japan and the U.S.A., this ratio is very high - i.e. 95 per cent for the first 
two and 90 per cent for the USA. Thus our observation, that their tourists 
go out to seek the developed world as well, is easily confirmed. Another 
notable case is that of Canada whose tourists mostly go to the USA, i.e. 
within the region. But of those 17 per cent that leave the region, 90 per 
cent again go to the developed world. For the rest of the countries the 
ratio ranges from 19 to 100 per cent. On the other hand, except for one or 
two easily explainable cases, for those countries that have a very low per
centage of tourists going outside the region only a small fraction of the lat
ter go to the developed world. In this respect Austria, Belgium, Denmark 
and Germany can be cited as extreme cases where less than 4 per cent of 
tourists go out of the region and, as they are an exception, they travel 
mostly to the underdeveloped world. Other countries, from which an in
creasing percentage of tourists go outside the region, also have a high 
proportion of them going to the developed world. Even for a country like 
the U.K., which ruled as the British Empire over a big part of the under
developed world, only half of the 16 per cent of the tourists going outside 
the region travel to the underdeveloped world, while the other half travel 
to developed countries. 

In fact, on the whole, it appears that, for as many as 10 countries out 
of the 18 listed, even for those tourists travelling outside the region, the 
destinations of half of them are in the developed world. 

We may modify our previous observation regarding geographical con
centration, therefore, to that tourism is concentrated within the developed 
world which is both a source and a destination. Statistically speaking then, 
the underdeveloped world cannot base its expectations of development on 
tourism. It can surely hope to get a lot of tourism once it reaches the stage 
of development, or near-development. Why is it, however, that even 
tourists from semi-developed or underdeveloped countries, like Yugos
lavia and Mexico, go to the developed world? A plausible explanation is 
that it is the rich or comparatively rich who travel; they generally do not 
like to live in a poor environment even for a short travel time or a holiday 
stay. The middle class and the «poor» of the rich countries may go ou* for 
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curiosity and wander to the poor countries - but then they are less of an 
economic asset to those countries in terms of foreign exchange receipts 
and other economic effects. The luxury world that is created as an oasis 
for the rich tourists in the underdeveloped world attracts only a very small 
part of the tourists of the rich world. A few happily placed countries may 
each try to make themselves an exception and some may even succeed, 
but not all underdeveloped countries and territories. 

More than a decade ago Mark Abrams wrote on the nature of the de
mand of international travellers: «Participants come from countries with a 
comparatively high standard of living, high rates of economic growth, with 
social systems where inequalities of income are declining, where the bulk 
of the population is urbanized, where large scale industry and commerce 
are the basis of the economy and where the communications and informa
tion environment is dominated by the mass media».38 One only has to 
change the first three words in the quotation, to read: «participants go to 
countries .... », in order to complete the analysis! 

38. Mark Abrams, «Sociological Aspects of Travel Demand» in IUOTO, 
Economic Review of World Tourism 1968 edition (Geneva, 1969), pp. 25-27. 
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APPENDIX TO CHAPTER I 

TOURISM - A STATISTICAL NOTE 

Tourism is an industry that is concerned with the provision of goods 
and services to tourists, and for the purposes of this study, to foreign to
urists. Apart from the difficulties briefly discussed below in defining a fo
reign tourist, tourism as an industry and as an identifiable entity is not 
found either in the figures of national accounts or in input-output tables, 
even detailed ones. Tourists use the transport, accommodation, food and 
catering, entertainment and retail trade facilities of the country visited. 
Accommodation probably constitutes the major item of expenditure. In i-
nternational classifications of economic acitivities accommodation is in
cluded in the broad sector «services». In the socialist economies tourism is 
a part of the trade sector. It is not, therefore, statistically possible to trace 
the historical growth of foreign tourism as such. 

Difficulties increase when we deal with tourism on a world scale. Dif
ferent nations use different statistical concepts and even the word «touri
st» has, until recently, been variously interpreted. In 1937 a Committee of 
Statistical Experts of the League of Nations defined a tourist as a person 
visiting a country other than his usual residence for a period of at least 24 
hours, except for those coming for study, work or residence.1 In 
1963 the United Nations Conference on International Travel and Tourism 
in Rome suggested another definition based on the broader concept of 
«visitor». An Expert Statistical Group of the U.N. Statistical Commission 
on International Travel Statistics recommended that this definition be a-
dopted by all. Under this basic definition a tourist is defined as a tempora
ry visitor staying at least 24 hours in the country visited and the purpose of 
whose journey is one of the following: 

(a) leisure (recreation, holiday, health, study, religion and sport); 
(b) business, family, mission, meeting. 

Excursionists and travellers on cruises constitute a separate category. 
In theory, this definition is now universally accepted. 

The OECD Tourism Committee in its 1978 report, however, admits: 

1. See the «Foreward» in OECD, Tourism Policy and International Tourism 
(1978) for an exact definition. 
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«Although all Members recognize the value of these definitions, it is 
not always possible for them in practice to count the tourists defined in 
this way».2 

What is counted is not the number of tourists but of «arrivals», «depar
tures», or «nights». These are, at best, only an approximation of tourist 
activity. In most cases tourists arrivals are counted at frontiers, but some 
countries count them at the level of accommodation or calculate them on 
the basis of tourist nights spent at different types of accommodation. The
se types, their definitions, collection procedure, etc are widely different in 
different countries. The collected data are passed on to WTO3 which 
publishes the international totals. The reliability at each stage is, therefo
re, less than that at the preceding stage. There are, furthermore, importa
nt changes in coverage over the years. Hence, the existing records on past 
tourist activity constitute a very crude, very rough and statistically unrefi
ned account of the actual history of international tourism. 

Records of nights of accommodation are preferable to those of fro
ntier arrivals, as the former give an idea of the economic impact of touri
sm, and the average length of stay of visitors can also be measured.4 But 
overestimation and underestimation by hoteliers according to their own 
particular interests are more liable to occur in this case. The figures obtai
ned, moreover, are not indicative of the number of tourists because the sa
me tourist is likely to stay at a number of different places during his visit to 
the country. Besides, an important aspect of the study of tourism is to en
quire into the purpose of the tourists' travel and stay. This is not possible 
short of special sample surveys. Such surveys are conducted in very few 
countries and even there, not on a regular, round the year basis. Thus, 
deep analysis and forecasting on the basis of the available tourism statis
tics are precluded. Jean Rossi has rightly concluded that the development 
of tourism statistics has not yet reached the stage where dependable fore-

2. Ibid, p. 8. 
3. The International Union of Official Travel Organizations (IUOTO) with 109 

members was the predecessor of the World Tourist Organization (WTO). The lat
ter has fewer members, about ten less than IUOTO and, unfortunately, nbn-mem-
bers include some very important tourist-generating and tourist-receiving co
untries. The WTO also includes, however, the statistics of non-members in its 
world and regional totals, to the extent that this is possible. 

4. IUOTO, Economic Review of World Tourism (1970 edition), pp. 18-19. 
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casts can be made and interpretation is still largely a matter of guesswork.5 

Receipts from tourism are the second major indicator of tourist traffic 
at the national and international level. From the point of view of the 
economics of tourism, records of receipts are more important, as they in
dicate export earnigs from tourism. In most countries the banking system 
collects data on tourist receipts, since tourists are supposed to, or obliged 
to, change foreign currency at bank counters. The bank method, however, 
may well result in the underestimation of actual receipts, for tourists may 
«sell» currency directly while purchasing goods and services. The receiver 
has an economic incentive to encourage this, for, in an exchange-control 
system, he can later sell the foreign currency at a premium in the black 
market. 

But, even if there is no excharge control, the dealer is most likely to 
receive some special benefits from the government if he reports the 
currency as professional foreign exchange earnings from other operations. 
In any case, the banking method does not provide any breakdown accord
ing to type of visitor or category of expenditure. The latter would be very 
useful information, if available, in that it would indicate the extent to 
which foreigners make use of the same services as the natives. The bank
ing method concentrates only on the total amounts exchanged or at best 
breaks down totals according to the various currencies received.6 These 
totals cannot be properly used to give expenditure per tourist figures ac
cording to nationality because the tourist always keeps the convertible 
foreign currency rather than the national currency at hand; and if the lat
ter happens to be a convertible currency, the tourist will first get rid of the 
unspent amount of other currencies in a tour of many countries. Interest
ingly, per tourist expenditure figures in various countries are so different 
from those allowed by the U.S. government to its personnel travelling to 
those countries, that the doubts expressed regarding the reliability of 
tourist statistics get easily confirmed, unless one believed that U.S. rates 

5. Jean Rossi, «A Methodological Approach to International Travel Statistics» 
in Travel Research Journal by W.T.O., edition 1975. 

6. Confer L. Papadopoulos, «The Tourist Foreign Exchange Account in 
Greec» in Management Problems in the Sphere of Tourism, 26th Congress of 
IAIEST (Berne, 1976), pp. 314-319. 
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do not correspond to the prices of services required by travellers abroad.7 

As a result of the above, even the most widely quoted statistics on 
tourism are more in the nature of estimates, approximations and infer
ences which can only serve as rough indicatiors of broad generalized to
tals. 

7. Som Ν. Chib, «Measurement of Tourism», Journal of Travel Research, Vol 
XVI, No. 2 (Fall 1977), pp. 22-25. 
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CHAPTER II 

TOURISM IN GREECE - A GENERAL OVERVIEW 

Greece is the cradle of European culture and civilization. Situated in 
the south-eastern tip of Europe and hemmed in by the Eastern Mediterra
nean, it is a gateway to developed Western Europe as well as to the Mid
dle East. Only 30 per cent of its total area is low flat country. The Greater 
Athens area accounts for 0.3 per cent of the total area of the country, but 
28 per cent of the total population live here (1971 Census). The climate of 
the South, the capital and the islands is mediterranean while that of the 
North is continental. Greece has a coastline of 15000 Kilometers, a con
tinuous line of sandy beaches and numerous islands. It should be a heaven 
for tourists seeking history, culture, natural beauty and relaxation. But the 
country appeared on the tourist map of the world in the late fifties. The 
reasons for this late appearance were a civil war immediately after the Sec
ond World War and the general destruction of the infrastructure that ac
companied it. That was a period of high inflation and of an unduly over
valued currency. The country was taken by surprise by the rapidly growing 
tourism, as it were. But by responding well to this initial stimulus that is, 
by developing the necessary capacity and by providing an adequate supply 
of tourist services, the country has built tourism into a vital sector of the 
economy. 

Growth 

Foreign tourists visiting Greece averaged 505.3 thousand in the first 
half of the sixties and 887.8 thousand in the second half. The seventies es
tablished Greece as a country which continued to show growing tourist ac
tivity. The average number of foreign visitors was 1931 thousand in the 
first half of the seventies and for the four years 1975-78 the corresponding 

- 6 3 -



figure was 3,702.1 thousand. Thus the number of foreign tourists doubled 
almost every five years. This was in spite of the decline in 1967 and 1968, 
which were very bad years for international tourism, and again in 1974, 
when the number of tourists decline sharply due to the adverse impact of 
that year's particular political and economic events. 

In fact, Greece showed remarkable recovery after each such decline. 
The number of foreign tourists declined by 15 per cent in 1967 and by 
another 4 per cent in 1968, but the 1969 recovery brought the growth rate 
up to 33.2 per cent. In the same way, the decline in the growth rate to 
-32.6 per cent in 1974 was more than matched by a growth rate of +49.6 
per cent in 1975. The growth rates of the last two years considered have 
given rise to apprehensions that the period of stability and slow growth has 
set in. But it is still too early to judge and predict. 

The gradual increase in tourist arrivals is shown in detail in Table ILL 
We may also note that the share of Greece in the total arrivals of all the 
Mediterranean countries is still only 3 per cent. But while the average 
growth of arrivals was 8.4 per cent per year for these countries over the 
period 1960-75, the corresponding figure for Greece was 16.8 per cent. 
Greece also increased its share of total arrivals in the European members 
of OECD from 1.9 in 1971 to 2.98 per cent in 1976. Thus the sixties and 
the seventies saw Greece establish itself as an important tourist desti
nation. A measure of tourist activity that is more important for purposes 
of analysis and more useful for practical purposes is the number of tourist 
nights. 

Available figures include all tourist nights recorded at all types of re
gistered accommodation. The average rate of growth of the number of 
nights spent in the country by foreign tourists was 19.8 per cent for the 
years 1970 to 1978. But the growth rate showed a lot of variation, ranging 
from +46.3 to —34.9 with a standard deviation of 27.6. This is due to the 
abnormal decline in tourism in 1974 which was a world-wide phenomenon 
due to the oil crisis and was particularly pronounced in Greece because of 
the political upheaval there. We can see, however, that foreign tourist 
nights in 1977 were 2.6 times what they had been just eight years before. 
This rather confirms the impression of rapid growth of tourism derived 
from the study of tourist arrivals. 

Table II.2 traces the increase in tourist nights from 1970 to 1977. The 
small decline in foreign tourist nights in the second last year for which data 
are available (1977) is more difficult to explain. Tourist arrivals increased by 
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7.9 per cent that year. This might mean either that the length of the average 
stay of tourists is growing shorter or that the number of tourists who spend 
their nights out in the open on beaches in the summer and the number of 
those that stay out in camps and vans is proportionately greater now than be
fore. One might surmise that Greece has reached the peak in tourism and the 
years of mature stability have set in. However, one has to watch the growth 
of tourism in the next few years very attentively before drawing a final con
clusion. Available data suggest that the crudely estimated average length of 

TABLE II.2 

Nights of foreigners and Greeks (i.e. domestic tourists) 
in all means of accommodation 

(in thousands) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Nights 
of 

foreigners 

7,673.98 
11,227.43 
14,086.20 
15,698.03 
10,214.16 
14,812.48 
20,826.48 
20,328.91 
24,355.90 

Growth 
over 

previous 
year 

per cent 

46.3 
25.46 
11.4 

-34.9 
+45.0 
+40.6 
-2.4 

+ 19.8 

Nights 
of 

Greeks 

9,812.32 
9,856.66 
9,876.20 
9,653.51 
8,858.73 

10,204.10 
10,480.07 
10,600.97 
10,567.15 

Growth 
over 

previous 
year 

per cent 

0.5 
0.2 

-2.2 
-8.2 

+ 15.2 
+ 2.7 
+ 1.2 
-0 ,3 

Nights of 
foreigners 

as 
percen
tage of 
total 

nights 

43.9 
53.3 
51.8 
61.9 
53.6 
59.2 
66.5 
65.7 
69.7 

Source: National Statistical Service of Greece. 

stay at all registered means of accommodation (=number of recorded nights: 
number of recorded arrivals) has increased slightly in recent years. It was 3.7 
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in 1970, 4.11 in 1972, 4.14 in 1975 and 4.03 in 1977. Such crude calculations 
can also be made on the basis of nationality. For example, the average length 
of stay of American tourists comes to 2.9 for 1973 and 1974 and 2.8 for 1975. 
But to what extent can these estimates be relied upon? The reader may only 
be reminded that the estimates based on data of the U.S. Department of Jus
tice, Immigration and Naturalization Service show the average length of stay 
of American travellers to Greece to be 14,16 and 20 days respectively for the 
years 1973, 1974 and 1975.1 

Nationality of visitors 

The majority of tourists travelling to Greece naturally come from the 
European countries with Western Europe occupying the pride of place. But 
the remarkable fact is that Europe increased its share from 61 per cent of the 
total of foreign tourists in 1970 to 74 per cent in 1978. The Scandinavian 
countries and Yugoslavia are mainly responsible for this increase; in fact, the 
share of each of them rose from 4 per cent in 1970 to 11.4 per cent in 1978. On 
the other hand, North America reduced its share from 27 per cent in 1970 to 
13 per cent in 1978. In terms of the economic effects of tourism, the Ameri
cans, being big spenders, are more important than the Yugoslavians who 
visit the country for much shorter periods of time and usually in order to 
purchase «foreign» goods (mainly of non-Greek origin)! 

The National Tourist Organization is making special efforts to attract 
«quality tourists» while welcoming all. Some Asian countries, like Japan, Is
rael, Lebanon and Syria, have also increased their share but still account for 
a very small proportion of the total. Australia and Africa have maintained 
their proportion at a low level of 2-3 per cent. If we exclude the neighbouring 
country of Yugoslavia, one could say that the growth of tourism in Greece is 
mainly the result of the growth of foreign travel in the industrial countries of 
Europe and America. The neighbouring countries of Greece, namely Tur
key, Yugoslavia, Bulgaria, Albania and Italy (through ferry-boats) ac
counted for 17-18 per cent of total arrivals in 1978, while their share was 

1. OECD, Tourism Policy and International Tourism in 1977, Table A(V), 
Annex III, p. 156. It may be noted, however, that these estimates exclude travel by 
US military personnel and other government employees stationed abroad. 
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some 12 per cent a decade before. This growth, however, is mainly due to in
creased traffic from Yugoslavia. Strangely enough, not only do the rich Ita
lians account for a low proportion, but there has recently been a slight de
cline in Italy's share. Apparently, Spain seems much more attractive to the 
Italians. 

Another important fact about the origin of visitors to Greece is that not a 
single country had a share of more than 11.5 per cent in the total arrivals of 
1978. In fact, each of four countries, namely the U.K., Germany, the 
U.S.A., and Yugoslavia, accounted for almost the same proportion of the 
total, and if we may take the Scandinavian countries as a unit, they can be 
counted in the same lot as well. Over the last decade or so the heavy depen
dence on American visitors (at one time they were 25 per cent of the total) 
has been reduced, and they are just one among many now. Table II.3 shows 
foreign tourist arrivals by nationality from 1970 to 1978. 

Studying the breakdown of tourist nights by nationality is even more in
teresting. The Germans accounted for 17 per cent of total nights spent in 
1977 in all forms of accommodation (excluding private rented rooms). The 
Scandinavians as a group were responsible for 17.6 per cent of total nights in 
that year. The British and the French accounted for 11 per cent and 10 per 
cent of the total respectively. It is interesting to note that the share of the 
Americans is as low as 8 per cent, while that of the Yugoslavians is extremely 
low. This means that, as far as tourist nights are concerned, West European 
countries are more important to Greece even than America. It will be in
teresting to compare these proportions to those in the beginning of the 
eighties to see the changes over the years. Americans used to account for 
more than one fifth of total nights. There has also been significant growth in 
the case of the Scandinavians who used to account for an insignificant 6 per 
cent of the total (Swedes 2.4 per cent). Yugoslavia with the figure of 1.1 per 
cent in 1970 was thus among the least important countries, although it had a 
share of 4 per cent in the arrivals at frontiers. The British and the Italians 
have shown a slight decline in their respective shares in the nights spent, but 
they are still important with recent (1977) shares of 11 per cent and 4 per cent 
respectively. Austria, Holland and Switzerland have each shown some im
provement over the years with recent figures standing at around 4 per cent of 
the total in each case. 
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Modes of transport 

The majority of foreign tourists enter Greece by air and the proportion 
of those using air transport has been steadily increasing. A little less than 
fifty per cent of the tourists came by air in the early sixties. In the seventies 
this figure rose to more than sixty per cent. Entering Greece by rail has been 
less popular. Less than ten per cent of foreign tourists came by rail in the 
early sixties. In 1978 only three per cent of the tourists used rail transport. 
Sea travel has also been declining in popularity: the percentage of tourists 
using the sea to enter Greece went down from 25 per cent in 1963 to 13.5 per 
cent in 1970 and to 8.5 per cent in 1976. Recently sea travel has been regain
ing some ground especially because of ferry services between Italy and 
Greece. Road travel has also increased in importance recently, perhaps be
cause of the concessional petrol coupons offered to those who come by car. 
In fact, every year some 22 to 24 per cent of tourists come by road. Table II.4 

TABLE II.4 

Percentage share of foreign tourists 
using main forms of transport 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Rail 

6.7 
5.5 
5.3 
5.3 
6.7 
5.3 
4.1 
3.4 
3.0 

Sea 

13.5 
11.9 
10.5 
9.8 
9.8 
9.3 
8.5 

10.1 
10.7 

Road 

20.5 
20.5 
19.1 
21.0 
20.0 
24.9 
22.8 
23.9 
22.1 

Air 

59.3 
62.1 
65.1 
63.9 
63.5 
60.5 
64.6 
62.6 
64.2 

All forms 

100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 
100.0 

gives the shares of the various modes of travel and the respective changes 
over the period 1970-78. The following factors account for the changes in the 
form of transport preferred by tourists: changes in the relative composition 
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of tourists by nationality; the technological advances that have lowered the 
cost and increased the convenience of air travel; the growth of package tours 
and charter-flights; changes in the class-composition of tourists. 

As point of entry, Athens, the country's capital, is the tourists' first 
choice. Some 67 per cent of air travellers and 43 per cent of all tourists chose 
Athens as their first stop in 1978. Of those who came by road 77 per cent 
chose Evzone to enter Greece in 1978, while 78 per cent of rail travellers en
tered through Idomeni. The length of the Greek coastline and a host of at
tractive Greek islands explain the choice of Kerkira (34.4 per cent), Patra 
(24.3 per cent) and Igoumenitsa (15.5 per cent), Piraeus, Rhodes, Iraklion, 
etc. as points of entry by those who came by sea transport. 

Seasonal patterns 

As in most other countries, tourism in Greece follows a definite seasonal 
pattern. Table II.5 shows that tourism in Greece starts at a very slow pace in 
January and February and increases somewhat in March; the beginning of 
the tourist season, is in April, with tourist traffic culminating in the period 
from May to September. July and August being the months of heaviest con-
cetration. Tourism tapers off in October and November, while in December, 
like in January and February, tourism is at its lowest ebb. This seasonal pat
tern has continued for a long time with 68-70 per cent of tourists arriving bet
ween May and September. Recent efforts to promote winter tourism and 
subsidies to private operators to bring in tourists during the lean months 
have not y eat met with any success. Three months, June to August, continue 
to account for about half of the arrivals, while the remaining nine months of 
the year account for the rest. The seasonal concentration of school holidays 
the traditional inclination to relax in the summer, the growing importance of 
package tours and the economy of group travel against inflationary prices in 
the costs of travel still are the reasons why tourism is a highly seasonal indus
try. From the point of view of economic management and economic gains, 
seasonal concentration surely is an undesirable feature. Table II.5 gives the 
percentages distribution of arrivals by month for the years 1970 to 1977, thus 
establishing the continuity of the phenomenon of seasonal concentration. 
The latter, however, appears even more pronounced if we consider the 
nights spent. For example, the months May to September accounted for 69.2 
per cent and 69.5 per cent of all arrivals in 1976 and 1977 respectively. In 

- 7 2 -



TABLE Π.5 

Percentage of total foreign arrivals - Month-wise 

1970 1971 1972 1973 1974 1975 1976 1977 1978 

Jan. 

Feb. 

Mar. 

Apr. 

May 

Jun. 

Jul. 

Aug. 

Sep. 

Oct. 

Nov. 

Dec. 

Total 

2.5 

2.2 

5.1 

6.5 

8.4 

10.3 

20.3 

19.7 

10.9 

6.3 

3.5 

4.3 

100.0 

2.4 

2.1 

3.7 

8.0 

8.3 

9.9 

19.2 

18.7 

11.4 

7.7 

4.5 

4.1 

100.0 

2.5 

2.4 

5.4 

7.1 

8.8 

10.6 

18.2 

17.2 

12.3 

8.0 

4.0 

3.5 

100.0 

2.7 

2.6 

4.3 

8.8 

9.2 

10.7 

18.3 

18.0 

11.6 

7.5 

3.5 

2.8 

100.0 

3.5 

3.6 

6.4 

10.2 

11.8 

13.7 

18.6 

13.0 

7.1 

5.0 

3.7 

3.4 

100.0 

1.9 

2.0 

4.6 

5.2 

8.9 

10.1 

20.1 

19.5 

11.4 

7.9 

4.3 

4.1 

100.0 

2.2 

2.4 

4.0 

7.7 

10.1 

11.0 

18.6 

18.2 

11.3 

7.9 

3.6 

3.0 

100.0 

2.4 

2.4 

4.2 

8.0 

9.2 

10.4 

20.4 

18.3 

11.2 

7.5 

3.3 

2.7 

100.0 

4 months 

Jan. to Apr. 16.3 16.2 17.4 18.4 23.7 13.7 16.3 17.0 

5 months 

May to Sept. 69.6 67.5 67.1 67.8 64.2 70.0 69.2 69.5 

3 months 

Oct. to Dec. 14.1 16.3 15.5 13.8 12.1 16.3 14.5 13.5 

3 months 

Jun. to Aug. 50.3 47.8 46.0 47.0 45.3 49.7 47.8 49.1 

Rest of 

the year 49.7 52.2 54.0 53.0 54.7 50.3 52.2 50.9 

comparison, the corresponding percentages for nights spent were 73.6 per 
cent and 73.8 per cent respectively. Similarly for the lean months of January, 
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February, November and December the corresponding figures for 1976 and 
1977 are 11.2 per cent and 10.8 per cent of total arrivals and 7.2 per cent and 
6.8 per cent of total nights spent respectively. 

Types of tourism 

Most tourists come to Greece for holiday and relaxation, though the op
portunity to get a sight of the remains of the ancient European civilization is 
considered an added advantage. This is confirmed by the fact that in recent 
years some 50-60 per cent of hotel nights of foreigners have been spent in 
coastal summer resorts. Archaeological sites themselves accounted for 6-7 
per cent of foreign tourists' hotel nights2. As the cities of Athens and Pirea 
accountedjor another 25-30 per cent of nights and as these cities are the 
stopovers or starting points of most tourist itineraries, while 90 per cent of all 
cruises start from Pireas, we can safely presume that a significant part of the 
tourist nights spent there are also of the holiday and relaxation type. It is also 
interesting to note that in 1977 some 38 per cent of foreign tourist nights were 
spent in top-grade (luxury and first class) hotels or furnished flats. This trend 
has continued for a decade and a half3. Another relevant fact is the result of 
the sample survey carried out by the National Tourist Organization of 
Greece on features of demand of American tourists in Greece in 1973 (it 
should be noted, however, the Americans accounted for only that 14.3 per 
cent of total foreign nights in that year, while they constituted 23.5 per cent 
of total arrivals). The first phase of the survey, which took place between the 
23rd and the 29th of August, showed that 82 per cent of those surveyed came 
for holiday-making in Greece. In the second phase of the survey, trying to 
cover the autumn (and the off season) travellers, 64 per cent of those sur
veyed again stated that they had come mainly for holidays in Greece. The 
same survey showed that 23 per cent of the Americans surveyed in August 
and 16 per cent of those surveyed in November had gone on cruises. The au
tumn survey also revealed that, while 40 per cent of the American visitors 

2. Development plan 1976-80. Tourism - 6 (in Greek) (Athens: Centre of Plan
ning and Economic Research, 1976) p. 184, Table 5 (Statistical Appendix). 

3. Confer, for example, The Development of Tourism in Greece from 1954 to 
1967, a study by the UNCTAD Secretariat (Geneva, 1971), pp. 7-9. 
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surveyed were female, the holiday-makers among females were 72 per cent.4 

Recently, charter tours have become an important aspect of tourist ac
tivity in Greece. Charter arrivals hardly were 16 per cent of total arrivals at 
the start of the seventies. By 1977 they were already more than 31 per cent of 
total arrivals. In fact, charter arrivals are nearly half of the total arrivals by 
air, while more than half of the charter arrivals are accounted for by the air
ports at the island summer resorts of Kos, Rhodes, Corfu and Iraklion. In 
1976 the latter constituted about 60 per cent of total charter arrivals in 
Greece. A major part of the charter arrivals at the Athens airport naturally 
go on to visit the South Attica coastal towns and the small islands in the area. 
Table II.6 sets out the details. 

TABLE II.6 

Charter arrivals as a percentage of all arrivals 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 

Charter arrivals 
as a percentage of 

of all arrivals 
by all means of 

transport 

15.7 
23.8 
27.2 
27.0 
24.3 
23.4 
28.5 
31.1 

Charter arrivals 
as a percentage 

of arrivals 
by air 

26.5 
38.3 
41.8 
42.3 
38,3 
38.7 
44.2 
49.8 

Charter arrivals 
at Kos, Rhodes, 

Corfu as a 
percentage of all 
charter arrivals 

52.9 
54.6 
56.9 
62.6 
59.6 
52.6 

Source: National Tourist Organization of Greece. 

4. Features of Demand of American Tourist - First and Second Phase Year 1973 
(Greek Tourist Organization, November 1974) (in Greek), Tables 5,14 (Phase I) and 
17, 20, 21 and 28 (Phase II). 
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One may conclude, therefore, that most tourists come to Greece in 
order to spend their holidays enjoying the sunshine and the beaches, the 
major attractions in this Mediterranean country with the rich heritage of an
cient culture. 

Domestic tourism 

Domestic tourism is an important part of tourism in Greece. In fact, 
Greeks accounted for 56 per cent and foreigners for 44 per cent of the total 
nights recorded in all types of accommodation in 1970. But Greek domestic 
tourism has grown very little in comparison to foreign tourism. From 1970 to 
1977, domestic tourist nights increased by only 8 per cent against a 165 per 
cent increase in foreign tourist nights. Thus, as revealed by Table II.2, the 
share of foreign tourist nights over the total has progressively increased, so 
that domestic tourist nights were only 30 per cent of the total in 1978. 

To a considerable extent domestic tourism does not compete with 
foreign tourism, as the former is not generally directed towards the summer 
resort areas frequented by foreigners. The Ionian islands, the Aegean sea is
lands and Crete accounted for 43 per cent of foreign tourist nights in 1977, 
while the same areas accounted for only 15 per cent of domestic nights. 
Domestic tourism is more widespread over the country. For example, only 
8.6 per cent of foreign tourist nights, but 21 per cent of domestic tourist 
nights, were spent in Macedonia. Over the last decade domestic tourism has 
exhibited less variation in its preference for various tourist areas. There has 
been less concentration in the area of the capital (a trend observed with re
spect to foreign tourism as well); but the spill-over has been evenly spread 
over other areas, except that there has been a much greater increase in the 
preference for the Ionian islands, although the latter's share in the total 
domestic tourist nights is only 4.6 per cent (against 9.1 per cent in the case of 
foreign tourist nights). Unlike foreign tourism, a big part of the domestic 
tourist nights spent in the capital are for business purposes and are, there
fore, more evenly spread over the year, too. 

Foreigners and Greeks also have different preferences as regards hotel 
accommodation. Thus, 37.3 of foreign nights were spent in luxury and first 
class hotels in 1977, while Greeks spent 10.9 per cent of their nights in hotels 
of these categories in the same year. Foreigners spent only 4 per cent of their 
nights in class D and E hotels; Greeks spent 21 per cent of their nights in such 
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hotels. There have been some changes over the last few years in favour of 

higher class hotels with respect to both the foreigners and the Greeks (a sign 

of general prosperity), but there are still wide differences as regards distribu

tion between Greeks and foreigners. Table II.7 gives the proportion of total 

nights spent in different categories of hotels by Greeks and foreigners re

spectively in 1970, 1977 and 1978. 

TABLE II.7 

Tourist nights by type of accommodation 

1970 1977 1978 

Category of 
accommodation 

De Luxe Hotels 
Hotel A 
Hotel Β 
Hotel C 
Hotel D & E 
Pensions 
Boarding Houses 
Furnished flats 
Camps 
Holiday centres 

Total of all 

Per 
cent of 
foreign 
nights 

12.22 
22.15 
23.64 
26.17 

5.17 
2.84 
0.30 
3.60 
0.81 
3.10 

100.0 

Per 
cent of 

domestic 
nights 

1.15 
6.45 

16.94 
37.69 
35.17 

1.09 
0.87 . 
0.20 
0.19 
0.25 

100.0 

Per 
cent of 
foreign 
nights 

10.1 
27.2 
27.3 
20.7 

4.2 
1.4 
0.3 
1.0 
6.0 
1.9 

100.0 

Per 
cent of 

domestic 
nights 

2.1 
8.8 

23.0 
40.4 
21.1 

2.1 
1.2 
0.1 
1.0 
0.2 

100.0 

Per 
cent of 

domestic 
nights 

2.1 
8.8 

23.1 
39.7 
20.0 

2.5 
1.5 
0.2 
1.9 
0.2 

100.0 

Per 
cent of 
foreign 
nights 

10.0 
30.2 
25.4 
19.2 
3.7 
1.3 
0.3 
1.3 
6.6 
2.0 

100.0 

Source: National Tourist Organization of Greece. 
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Supply of accommodation 

Providing accommodation to tourists is the major task of the tourist in
dustry. Growth in beds has matched the growth of tourism in Greece though, 
naturally, growth in accommodation mostly follows the growth in arrivals 
and tourist nights. 

There were about 43,000 beds in 1954, most of them in low class hotels in 
non-tourist areas, catering mostly to natives. There was a slow increase in 
the number of beds, about 1000-1500 per year until 1960. As tourist arrivals 
began to pick up more beds were added each year. Some 25,000 beds were 
added between 1960 and 1965. Another 40,000 beds were added in the next 
five years. The very rapid growth of tourism in the seventies went hand in 
hand with the growth in the number of beds. The average absolute increase 
in the number of beds from 1970 to 1978 was 16,000 beds per year. These fi
gures do not include rented rooms which are mostly used by the Greeks and 
for which data have been regularly collected only since 1974. In the year 1976 
by order of the Greek National Tourist Organization all rented rooms with 6 
or more beds were converted into hotels, thus adding 850 hotels mainly of 
small capacity5. Even if we do not include the year 1976, there were 14,300 
beds added per year from 1971 to 1978. The number of beds increased at an 
average rate of 3.7 per cent per annum in the period 1955-60. This rate in
creased to 8 per cent during 1960-65, 9 per cent during 1965-70 and 10 per 
cent during 1970-77. 

It is interesting to compare the increase in the number of beds to the in
crease in tourist arrivals in Greece. In 1960 there was one bed available for 
every 6.5 arrivals. This ratio was 1:10.8 in 1965 and the difference has been 
steadily widening, so that in 1978 the ratio was 1:18.4. As domestic tourism 
also uses the available beds, it is better to compare the increase in beds with 
the increase in tourist nights of both residents and foreigners. Such figures, 
are available only for the seventies. Thus, in 1970, 147 tourist nights were 
spent per available bed. This ratio rose to 158 nights per bed in 1972 but fell 
sharply in 1974, when it was down to 109 nights per available bed, because of 
the sharp decline in tourist activity due to specific domestic and intrenational 
developments. Since then the ratio rose once to 147:1 in 1976 but was down 
to 135:1 in 1975 and to 133:1 in 1977. 

5. Tourism in Greece 1977 (Athens: Tourism in Greece Company). 
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We may now proceed directly to the question of capacity utilization of 
the available accommodation. In order to obtain 100 per cent capacity each 
available bed must be occupied 365 tourist nights per year. We can, there
fore, obtain utilized capacity by calculating the ratio of tourist nights per bed 
to 365. We can see from Table II.8 that the highest capacity utilization was 

TABLE II. 8 

Tourist activity and available beds 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Additional 
beds 

created 

10679 
16518 
16043 
15132 
8609 

10114 
28156 
18548 
15061 

Tourist 
arrivals 
per bed 

available 
(for foreigners) 

10.5 
13.2 
14.8 
15.7 
10.1 
14.3 
17.2 
17.1 
18.4 

Total 
nights 

(Greek & 
foreign) 
per bed 

147.1 
155.7 
158.2 
152.2 
108.9 
135.0 
146.7 
133.3 
141.4 

Capacity 
utilization 
per cent 

40.3 
42.6 
43.4 
41.7 
29.8 
37.0 
40.2 
36.5 
38.7 

Source: National Tourist Organization of Greece. 

43.4 in 1972 and the lowest 29.8 per cent in 1974. Low ratios are explained by 
the seasonal concentration of tourism. In the low season, not only most of 
the available beds remain unoccupied, but many hotels and subsidiary 
means of accommodation have to be closed down. 

Theoretically, we may properly assume that when hotels or other means 
of accommodation are closed down during a certain period of the year, the 
closure is due to the realization that the level of tourist activity is so low, that 
it is unprofitable to operate or impossible even to cover fixed costs. Beds are 
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available, but there are no tourists to use them. However, the National 
Tourist Organization of Greece and, on its behalf, the Statistical Service of 
Greece use another concept of supply for calculating occupancy rates. They 
use the number of beds actually available during the period when the hotel 
(or other means of accommodation) is actually working and calculate the 
ratio of bed-nights occupied to bed-nights available, calculated, in this way, 
utilized capacity naturally turns out to be higher. For the hotel sector, the av
ailable figures on monthly rates of occupancy are presented in Table II.9. 
The average annual rates of occupancy for the years 1976 and 1977 are 53.1 
per cent and 48.2 per cent respectively. For subsidiary means of accommoda
tion (excluding campings), capacity utilization was 88.6 per cent in 1976 and 
86.1 per cent in 1977. As Table II.9 indicates, hotel occupancy was as its 
maximum in the months of July and August and lowest in the months of De
cember to February (that is, even for those hotels which did open for busi
ness during that period). If we exclude the years 1974 and 1975, occupancy 
improved a little in the seventies, but in 1977, results were again somewhat 
disappointing. It should be noted, however, that the break-even point of 
capacity utilization for the higher categories of hotels (for the equivalent 
number of beds) is much lower. A study by the Greek Industrial Develop
ment Bank showed that for the year 1975 a luxury hotel started making a pro
fit beyond the 20 per cent capacity mark, while for a first class hotel the cor
responding point was 26 per cent, for a Β category hotel 30 per cent and for a 
C category hotel 40 per cent6. 

Infrastructure 

An important element in the development of tourism in Greece has 
been the active participation of the Government which built up the necessary 
infrastructure and steered growth towards the desired direction by setting 
the appropriate guidelines and generally directing the Tourist sector, which 
has largely remained in the hands of the private sector. The government 
started offering active help in the late fifties with an eye to general develop
ment as well as tourist development. Car-ferry services from the Italian Ad-

6. A Study of Tourism (in Greek) (Athens: E.T.V.A. 1976) Study No. 512, Diag
rams and Statistical Tables (mimeographed). 
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natie ports were initiated in 1959. Other improvements in road, rail and air 
connections were also effected to make travel into and within Greece easier. 

TABLE 11.10 

Gross fixed capital formation in tourism by the public sector 

Year 

1957 
1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Gross capital 
formation 
in million 
Drachmas 
(at current 

prices) 

33.0 
84.8 

255.7 
254.0 
312.9 
206.7 
220.0 
121.0 
235.0 
291.9 
204.2 
243.3 
403.9 
423.7 
654.7 

1139.3 
639.4 
625.4 
548.6 
918.6 

1041.2 
1278.0 

Per cent 
change 

over 
previous 

year 

— 
157.0 
201.5 
-0.66 
23.2 

-33.9 
6.4 

-45.0 
94.2 
24.2 

-30.04 
19.15 
66.0 
4.9 

54.5 
74.0 

-43.9 
-2 .2 

- 12.3 
57.4 
13.4 
22.7 

Gross capital 
formation 
in million 
Drachmas 

(at constant 
1970 prices) 

49.0 
129.0 
381.0 
370.0 
466.0 
293.0 
314.0 
168.0 
322.0 
348.0 
243.0 
278.0 
452.0 
424.0 
658.0 

1077.0 
484.0 
368.0 
298.0 
424.0 
412.0 
441.0 

Per cent 
change 

over 
previous 

year 

— 
163.3 
195.3 
-2.9 

+25.9 
-37.1 
+ 7.2 
-46.5 
+91.7 
+ 8.1 
-30.2 
+ 14.4 
+62.6 
- 6.2 
+ 55.2 
+63.7 
-55.1 
-24.0 
-19.0 
+42.3 
- 2.8 
+ 7.0 

Source: Directorate of National Accounts, Ministry of Coordination. 
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These were not measures, specifically aimed at promoting tourist develop
ment; for instance, the Crete airport is important primarily for strategic 
reasons, while the Salonika international airport was financed by NATO. 

The estimates made for national accounts calculations, however, show 
that in the public sector, the yearly average for gross fixed capital formation 
(at constant prices) was 325.4 million drachmas for the period from 1960 to 
1969. In the seventies this average increased to about one and a half times, as 
much, i.e., to 509.6 million drachmas. In fact, 3,813 million drachmas were 
invested by the Public Sector for capital formation in tourism from 1957 to 
1969 (13 years), while from 1970 to 1978 (9 years) the amount invested came 
to 4,586 million drachmas. The average rate of growth of gross fixed capital 
formation in tourism by the public sector over the whole period considered 
was 6.8 per cent (at current prices it was 19.8 per cent). There were, of 
course, great fluctuations in the yearly rates of growth. But it is worth noting 
that the standard deviation in the rates of growth was 41.1 for the period 
1960-69 and 37.3 for 1970-78. Table 11.10 traces the developments with re
spect to capital formation by the public sector in tourism from 1957-1977. 

Thus the development of tourism in Greece was phenomenal during the 
seventies, though characterized by the usual features of seasonal concentra
tion and considerable yearly fluctuations. One important aspect of the 
growth of tourism in Greece, namely, the growth in tourist receipts (foreign 
exchange) has not been touched here because it is the most significant ele
ment of the positive impact of tourism as well - the topic of the next chapter, 
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CHAPTER III 

GREEK TOURISM AND THE BALANCE OF PAYMENTS 
THE POSITIVE IMPACT 

The development of tourism is promoted by governments and other 
public bodies mainly for the positive economic impact it has on society 
primarily through the favourable effect of foreign exchange imports on the 
balance of payments. Thus, in the latest edition of the Review of World 
Tourism by the World Tourist Organization it is frankly admitted: «it is 
fair to say in general that the main reason why countries develop tourism 
is to obtain foreign currency».1 In fact, the amount of foreign exchange 
earnings per foreign visitor is considered to be the main «indication of the 
gross economic contribution made by each tourist or visitor».2 It is, there
fore, proper to examine the positive impact that the development of 
Greek tourism has on the country's balance of payments. The economic 
development plans of Greece have recognized this factor.3 Special pro
jects, for tourist development recognize this as the «objective of tourist de
velopment» and the criterion for judging the success of each project4. 

1. Economic Review of World Tourism, 1978 Edition (Madrid: World Tourist 
Organization), p. 37. 

2. World Tourism 1971-73 (Geneva: International Union of Official Travel Or
ganizations, 1974), p. 27. 

3. Center of Planning and Economic Research, Draft of the Five Year 
Economic Development Plan for Greece, 1966-70, (Athens: 1965), p. 311. See 
also, Ministry of Coordination, Economic Development Plan for Greece 1968-72 
(Athens: 1968), p. 87. 

4. Frank E. Basil, Inc., Crete: Tourist Development Study, 2 Vol. (Athens: 
Ministry of Coordination, 1964), Vol. II, p. 350. 
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Foreign travellers, either personally or through their travel agents, are 
required to exchange their foreign money with Greek drachmas at the banks 
which are officially authorized to carry out foreign exchange transactions. 
These banks and financial institutions report their montly purchases to the 
Central Bank (The Bank of Greece) which compiles and publishes these fi
gures as part of its balance-of-payments statistics. Thus the available figures 
refer to the foreign exchange collected through official transactions. There 
are, however, grounds for presuming that the official figures underestimate 
actual foreign exchange receipts. On the one hand, Greece is a country 
where the purchase of foreign exchange is strictly subject to foreign ex
change control and whose currency has been traditionally overvalued. On 
the other hand, the desire for outward tourism is growing fast due to the ris
ing standard of living, the fast-spreading knowledge of the outside world 
through the mass media and the cultural contact with foreigners (as a result 
of the rapid growth of inward tourism). Furthermore, some businessmen can 
«purchase» foreign currency directly from visitors and present it as (or add it 
to) their own foreign exchange earnings in order to claim favourable treat
ment on the part of the government. Apparently, there are foreign exchange 
receipts which are not reflected in the official figures, although it is more dif
ficult to determine to what extent the overall reliability of the latter is af
fected by the consequent underestimation. 

In fact, it may well be that, as in the case of trasactions on the credit side, 
some transactions on the debit side are not reported either, so that the over
all «balance of payments» position may not be seriously affected. However, 
for «tourism», taken on its own as a separate category, the balancing may not 
be quite exact. We are, nevertheless, using the official figures as indicators of 
the true impact of tourism on the balance of payments. It may also be 
pointed out here that in any case, unofficial foreign exchange transactions 
with Greek residents abroad are a more important and convenient method 
of obtaining foreign exchange in Greece (some 2 million Greeks are resident 
abroad, mostly in the U.S. and Germany, and they retain their culutral con
tacts with the motherland). 

The rapid growth of tourist arrivals and tourist nights is matched by the 
rapid growth of tourist receipts. Tourist receipts were 50 million U.S. dollars 
per year, at the start of the sixties. By 1965 they doubled to 108 million dol
lars and almost doubled again in the next five years, standing at 193.4 million 
dollars in 1970. Tourist receipts tripled in the first half of the seventies and 
doubled again in three years, so that in 1978 they crossed the 1 billion mark 
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and stood at 1,326 million U.S. dollars. Table III . l gives the annual figures 
for tourist receipts, total exports, invisible receipts and current account re
ceipts of Greece. From 1960 to 1978 receipts from Greek exports rose from 
209 million U.S. dollars to some 3,000 million U.S. dollars, while invisible 
receipts increased from 273.2 million U.S. dollars to 4,127 million U.S. dol
lars; consequently, current account receipts rose to 7,125 million U.S. dol-

TABLE III.l 

Total tourist receipts, exports and invisible receipts 
(million U.S. dollars) 

Year Tourist Total Total Total 
receipts exports invisible current 

receipts account 
receipts 

273.2 
319.6 
379.6 
454.3 
479.5 
549.4 
635.9 
659.0 
719.0 
788.3 
949.2 

1292.3 
1605.9 
2195.4 
2399.0 
2725.1 
3023.8 
3497.3 
4126.6 

481.8 
553.9 
622.2 
750.2 
787.9 
880.3 

1039.4 
1111.6 
1183.9 
1318.6 
1561.4 
1917.1 
2441.3 
3425.9 
4173.1 
4755.0 
5251.3 
6019.7 
7125.1 

Source: Monthly Statistical Bulletin, Bank of Greece. 

1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

49.3 
62.5 
76.0 
95.4 
90.9 

107.6 
143.4 
126.8 
120.3 
149.5 
193.6 
305.3 
392.7 
514.9 
447.6 
643.6 
823.7 
980.6 

1326.3 

208.6 
234.3 
242.6 
295.9 
308.4 
330.9 
403.5 
452.6 
464.9 
530.3 
612.2 
624.8 
835.4 

1230.5 
1774.1 
2029.9 
2227.4 
2522.4 
2998.5 
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TABLE III.2 

Growth of tourist receipts, exports and 
invisible receipts 

Tourist 
receipts, 
per cent 
growth 

over 
previous 

year 

Exports 
percent, 
growth 

over 
previous 

year 

Invisible 
receipts, 
per cent 
growth 

over 
previous 

year 

Current 
account 
receipts, 
per cent 
growth 

over 
previous 

year 

-1.8 
12.3 
3.5 

22.0 
4.2 
7.3 

21.9 
12.2 
2.7 

14.1 
15.4 
2.1 

33.7 
47.3 
44.1 
14.4 
9.7 

13.2 
18.9 

15.2 
17.0 
18.8 
19.7 
5.6 

14.6 
15.7 
3.6 
9.1 
9.6 

20.4 
36.2 
24.3 
36.7 
9.3 

13.6 
11.0 
15.7 
18.0 

7. 
15. 
12. 
20. 
5. 

11. 
18. 
7. 
6. 

11. 
18. 
22. 
27. 
40 
21. 
13. 
10. 
14. 
18. 

1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

18.3 
26.8 
21.6 
25.5 

-4.7 
18.4 
33.3 

-11.6 
-5 .1 
24.3 
29.5 
57.7 
28.6 
31.1 

-13.1 
43.8 
28.0 
19.0 
35.3 

Average 21.4 15.6 16.5 15.9 
Standard 
deviation 18.0 13.2 8.5 8.3 
Coefficient 
of variation 84.1 84.6 51.5 52.2 

Source: Table III. 1. 
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lars in 1978 whereas in 1960 they had only been 482 million U.S. dollars. 
As is evident from Table III.2, in the period under consideration, tourist 

receipts maintained a very high rate of growth, in fact higher than that of ex-

TABLE III. 3 

Tourist receipts and other selected 
items earning foreign exchange 

(million U.S. dollars) 

Year Tourist Food and Tobacco Manufact- Transport- Emi-
receipts beverages uresand ation grant 

handicraft remit-
articles tances 

1960 
1961 
1962 

1963 
1964 
1965 
1966 
1967 

1968 
1969 
1970 
1971 
1972 
1973 
1974 

1975 
1976 
1977 

1978 

49.3 
62.5 
76.0 
95.4 

90.9 
107.6 
143.4 
126.8 

120.3 
149.5 
193.6 
305.3 
392.7 
514.9 
447.6 
643.6 
823.7 
980.6 

1326.3 

57.5 
60.4 
69.8 
71.5 
79.7 
103.7 
133.4 
148.4 

150.5 
150.9 
174.8 
187.4 

224.5 
346.9 
374.3 
511.0 
542.2 
666.2 

724.5 

72.4 

80.7 
68.0 
127.8 
117.7 
111.2 
120.1 
125.1 
104.6 
94.1 
101.9 
94.7 

116.8 
88.3 
158.4 

168.0 
161.7 
154.6 
186.4 

7.8 
8.3 
14.7 
15.1 
21.3 
33.8 
53.9 
81.3 
117.7 
177.4 
226.7 

215.5 
333.9 
543.2 

975.0 
1069.2 

1233.8 
1407.6 
1772.4 

76.5 
102.1 
108.7 
125.3 
147.2 

163.8 
182.5 
214.4 
243.2 
244.0 
276.9 
369.2 

435.6 
600.1 
867.1 
844.8 
914.1 
1126.6 
1177.2 

90.5 
107.5 
139.1 
168.1 
176.8 
206.9 
235.0 
232.1 
234.4 
277.3 
344.6 
469.7 

575.3 
735.4 
673.5 
781.6 
803.2 
924.8 
984.4 

Source: Monthly Statistical Bulletins - Bank of Greece and Annual Reports of Bank 
of Greece. 
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ports, invisible receipts and total current account receipts. The average rate 
of growth in tourist receipts was 21.4 per cent per annum, while that of ex
ports, invisible receipts and current account receipts was about 16 per cent. 
But the coefficient of variation was 24 per cent, which indicates that the rate 
of growth of tourist receipts varied greatly; in fact, it varied as much as the 
rate of growth of Greek exports. 

It is interesting to compare foreign exchange receipts from tourism with 
those from some other selected, important items. In Table III.3 tourist re
ceipts are compared to export receipts from food and beverages, tobacco 
and manufactures, to foreign exchange receipts from transportation services 
(mainly shipping) and to emigrant remittances from Greek workers abroad. 
It is a very rewarding study. In the early sixties Greek exports of manufac
tures and handicrafts were nominal at the level of less than 10 million dollars. 
Compared to all other items listed here tourist receipts were the lowest at 
aroungd 50-60 million dollars, while the food and beverages group, starting 
at the 57.5 million dollar level, lagged behind as the decade rolled on. Until 
the end of the decade the two moved about almost at the same level. The av
erage annual level of tourist receipts in the decade of the sixties (1960-1969) 
was 102.17 million dollars and that of food and beverages was in terms of 
foreign exchange earned, almost the same at 102.58 million dollars. But the 
situation changed entirely in the decade of the seventies. By 1972 tourist 
receipts were 1.75 times the foreign currency earnings from the exports of 
food and beverages. In the next few years tourist receipts were still 1.5 times 
the earnings from food and beverages and in 1978, the last year for which 
data are available, they were again 1.8 times the latter. Tobacco exports used 
to be another traditional earner of foreign exchange. In 1960 they brought in 
1.5 times the earnings from tourism. By 1965 the two were almost at the same 
level with tobacco still being slightly ahead. From then on tourist receipts 
outstripped tobacco every year. Even in 1974 tourist receipts were almost 
three times the export earnings from tobacco and in 1978 the former were 
seven times the export receipts from the latter. But tobacco exports have 
been stragnant and, thus, not strictly comparable to tourism which has been 
a dynamic industry. It should, however, be noted that the consumption of to
bacco has increased greatly in the past two decades, especially in developed 
Europe.5 

5. E.E.C. Commission, Report on the Development of the Social Situation in the 
Communities in 1976 (Brussels, April 1977). 
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Among commodity exports one sector that has experienced most 
dynamic growth has been that of manufactures and handicrafts. Indeed, its 
rate of growth has been impressive, as the base was extremely low in the 
early sixties. It hardly earned 8 million dollars in foreign exchange in 1960 
and 1961, while in the same period, tourism earned 50-60 million dollars. But 
by 1968 the two items brought in almost the same amount of foreign ex
change, that is about 118-120 million dollars each. This meant that over this 
ten-year period, exports of manufactures grew by 1,409 per cent and tourism 
by 144 per cent. In the case of these two biggest foreign exchange earners of 
Greece, however, it is better to compare their growth from 1968 onwards. 
The average annual amount of foreign receipts earned from tourism during 
1969-76 was 577.8 million dollars, while in thè case of manufactures it 
amounted to 795.5 million dollars. The coefficient of variation for the two 
was 61.14 per cent and 68.24 per cent respectively. Thus, exports of man
ufactures showed greater dynamism than tourism over the ten-year period 
froml969 to 1978. However, if we compare the annual rates of growth in the 
four years after the 1974 slump in tourism, that is, from 1975 to 1978 tourism 
shows growth rates of 44 per cent, 28 per cent, 19 per cent and 35 per cent re
spectively against 10 per cent, 15 per cent, 14 per cent and 26 per cent growth 
respectively in the case of export earnings from manufactures. In fact, tourist 
receipts, in 1975 were 60 per cent of export receipts from manufactures, 
while in 1978 the former were close to 75 per cent of the latter. Is it plausible 
that in the near future tourism might equal or surpass the manufactures and 
handicrafts sector with respect to foreign exchange earnings? Probably not. 
We cannot reasonably assume that the exports of the manufacturing sector 
as a whole are not to grow any further and that, on the contrary, there are no 
limits to tourism's expansion. Nevertheless, tourism's recent performance 
has certainly been better than that of manufacturing exports. 

Coming to the next two categories in the balance of payments, one can 
readily see from Table III.3 that tourism has grown so much over the past 
few years, that it has surpassed the foreign currency earnings from trasporta-
tion and emigrant remittances from Greeks abroad. Tourist receipts surpas
sed the earnings from emigrant remittances in 1976 and those from transpor
tation services for the first time in 1978. It is interesting to note that transpor
tation and emigrant remittances were initially at nearly the same level (and 
had an almost equal rate of growth), while tourism lagged much behind. 
From 1969 to 1973 emigrant remittances were at a perceptibly higher level 
than that of transportation, but from 1974 to 1978 transportation surpassed 
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emigrant remittances to a significant extent, while tourist receipts followed 
closely in between the two. Thus, since 1978 tourism has been the second 
biggest item earning foreign exchange after manufactures and handicrafts 
and bigger than even the traditional big earners, like transportation services 
and emigrant remittances. 

There has been a slight change in the sources from which tourist receipts 
flow in. As Table III.4 reveals, the developed countries of Western Europe 

TABLE III.4 

Percentage distribution of tourist receipts' sources 

Year 

1962 
1963 
1964 

1965 
1966 
1967 
1968 
1969 
1970 
1971 

1972 
1973 
1974 

1975 
1976 
1977 

European 

members of 
O.P.E.D. 

45.5 
48.4 

44.8 
45.3 
46.9 

52.8 
38.0 

33.8 
37.8 
40.3 
45.4 
51.2 
48.6 
51.7 
51.1 
50.0 

North 
America 

48.0 
45.3 

49.6 
49.1 
50.0 

44.1 
58.2 
63.1 
59.5 

56.9 
51.7 
44.9 
46.1 
44.3 

44.7 
45.4 

Others 

6.5 
6.3 
5.6 
5.6 
3.1 
3.1 
3.8 
3.1 
2.7 
2.8 
2.9 
3.9 
5.3 
4.0 
4.2 
4.6 

Total 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

Note: Percentages are based on receipts registered in foreign currency grouped reg
ionally according to the denomination of the currency. These may not corres
pond to the countries of origin of the visitors. 

Source: OECD, Tourism Policy and International Tourism (Annual). 
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now account for about 50 per cent of total receipts, while their share was 46-
47 per cent until the mid-sixties, went down to less than 40 per cent in the late 
sixties and steadily rose thereafter, reaching 50 per cent by 1978. North 
America (the U.S.A. and Canada) has slightly, but steadily, decreased its 
share, except for the period 1968-1972 when it was higher than that of West
ern Europe. The share of other countries i.e. the countries of Asia, Au
stralia, the Middle East and Africa) has been very small, almost always less 
than 5 per cent of the total, since 1966. There has been some increase in the 
share of this group in recent years due to increased tourist flow from the East 
European countries, Australia, New Zealand and Japan. One can say that 
95-96 per cent of total earnings flow in from Western Europe and North 
America. But as the Note below Table III.4 makes it clear, the sources cited 
here refer to currency denominations and not to countries which may corres
pond only roughly. As the U.S. dollar is used by most of the non-Europeans 
for international travel expenses, it is possible that the share of North 
America is less than that suggested by the table. 

Tourist receipts per arrival also increased appreciably from 1960 to 1978; 
in fact they doubled. This increase was, however, much smaller than that in 
tourist arrivals. As Table III.5 indicates, tourist receipts per arrival re
mained stagnant at 140 until 1963 and, except for 1966 and 1967, they then 
came down to around 135 and began to increase at a high rate after 1970. The 
biggest increase was in 1974, from $ 180.9 to $228.8 per head, which was an 
increase of 26.5 per cent. After keeping at a steady level for almost four 
years, another spurt came in 1978 when per capita tourist receipts reached 
the level of $281.8. 

A great increase in per capita tourist receipts may be due to various fac
tors. One major factor may be a high inflation rate. Consumer price indices 
showed an average annual increase in prices of less than five per cent from 
1959 to 1972. But since 1972 there has been double-digit inflation every year. 
In order to buy the same amount of goods and services a tourist has had to 
spend more in foreign currency than before, other things being equal. As a 
short-run phenomenon or as a once for all change it may well bring in more 
foreign currency (as those who have come will have to consume a minimum 
of goods and services), but later on it may boomerang by dissuading tourists 
from coming again and as the «bad news» regarding the country's high prices 
spread. The consumer price index rose by 15.5 per cent in 1973 and by 26.9 
per cent in 1974. Thus the rise in prices is a plausible explanation for the great 
increase in per capita tourist receipts in 1974 at a time when tourist arrivals 
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TABLE III.5 

Tourist receipts per tourist arrival 
and per tourist night 

(In U.S. dollars) 

Year Tourist 
receipts 

per 
arrival 

Tourist 
receipts 

per 
tourist night 

1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

143.4 
142.0 
140.4 
141.8 
134.9 
127.0 
143.7 
149.3 
136.8 
131.2 
137.6 
154.1 
161.2 
180.9 
228.8 
226.7 
214.2 
237.2 
281.8 

21.1 
25.2 
27.2 
27.9 
32.8 
43.8 
43.4 
39.6 
48.2 
37.98 

Note: Tourist arrivals include Greek tourists permanently resident abroad. For the 
years 1977 and 1978, when statistics for this category are not available, the fi
gures for 1976 have been used assuming no change. 

and tourist nights declined sharply. But in the next two to three years re
ceipts per arrival either declined or stayed constant in spite of a phenomenal 
increase in arrivals. It is possiple that the growth in numbers was accounted 
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for by very big spenders and/or very small spenders whose demand for 
tourist services is inelastic. 

There is another possible explanation for the growth, of per capita re
ceipts in 1977 (10.7 per cent) and 1978 (18.8 per cent). The depreciation of 
the dollar against the major currencies of the world may have inflated the fi
gures of tourist receipts expressed in U.S. dollars. Some 34 per cent of arri
vals in Greece were accounted for by tourists from Switzerland, Germany, 
France and the Scandinavian countries the currencies of which appreciated 
significantly against the U.S. dollar. While the first explanation would mean 
that there was a real net benefit to Greece (though perhaps for a short period 
only), the second would suggest that the apparent benefit was only a «statis
tical satisfaction». 

Apart from these monetary explanations there may be a set of real exp
lanations for the growth of tourist receipts per arrival. Have there been any 
structural changes in the proportional distribution of visitors by nationality 
or any other real factors making tourists as a group spend more than they did 
before? 

It is possible to identify some nationalities as bigger «penders of money 
than others. A survey of charter tourists by the Greek National Tourist Or
ganization in the early seventies revealed that the Germans, the Americans 
(from the U.S.A.), the Swiss, the French, the English and the Scandinavians 
were, in a descending order, the bigger spende*·«*.6 A recent study of the data 
collected for nights spent by foreigners showea that in 1977 the Japanese, the 
Swiss, the Norwegians, the Americans (from the U.S.A.) and the Germans 
preferred mostly luxury or A class hotels, while the French, the British, the 
Austrians and the Finns preferred Β class hotels, and the Danish and the 
Swedes chose still lower class hotels.7 The Japanese still constitute a very low 
percentage of total tourist arrivals and tourist nights spent, although there 
has been quite a significant increase in their numbers. But a study of tourist 
nights reveals that the Germans increased their percentage share from 15 per 
cent of the total in 1970 to 17-18 per cent of the total in 1976 and 1977, while 
the share of the British declined. The Norwegians and the Swiss also increa-

6. E.O.T., Characteristic Features of Foreign Tourists Coining by Charters 
(Athens, Feb. 1973) mimeographed in Greek. 

7. E.O.T., Arrivals and Nights of Foreign Tourists - year 1977. Brochure 
mimeographed in Greek. 
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sed their share from 0.3 per cent to 1.4 per cent and from 3.1 per cent to 4.3 
per cent respectively. But there, was a major decrease, from 21.7 per cent in 
1970 to 8.3 per cent of the total in 1977, in the share of the Americans. The 
Swedes and the French both increased their share. Thus, on the whole, the 
structure of distribution does not seem to have changed very much in favour 
of the big spenders. 

A more plausible real explanation is that, with the increase in incomes in 
the major Western countries (i.e. Greece's sources of tourism), tourists in 
general now spend more than before. Moreover, the provision of better 
tourist services in Greece has resulted in making the country more attractive 
for tourists who, one might say, try to get more out of Greece than they did 
before. This is explained by the rapid growth of the tourist infrastructure 
(mainly communication, entertainment and information services) and of 
specialized tourist services by the private sector, such as car-renting facilities 
and cruises to the Greek islands, in addition to better hotels and sports and 
entertainment centres. 

It is, however, difficult to say to what extent the apparent increases in 
per capita receipts are explained by purely monetary or statistical factors 
rather than real ones. The OECD has recently calculated the annual growth 
of tourist receipts in real terms, i.e. at constant 1972 prices and exchange 
rates, for all its members (including Greece) for the years 1972- 77.8 We may 
compare these rates with the actual ones and calculate, for the given years, 
the purely monetary/inflationary element in the actual tourist receipts. This 
is set out in Table III.6. Except for the year 1976, the real rate of growth is 
much lower than the actual rate. The column for real tourist receipts recalcu
lates tourist receipts taking into account the real rates of change. Comparing 
the real to the actual tourist receipts we arrive at the last column which 
shows, in percentages, the monetary element in the actual tourist receipts. In 
1977, the monetary element was as big as 45 per cent of the increase in actual 
receipts. Thus, we may conclude that about 1/3 to 1/2 of the increase in actual 
tourist receipts was due to changes in the price level and in foreign exchange 
rates. 

Another way to assess the positive impact of tourism on the balance of 
payments is to look at the contribution it makes to the total invisible receipts 
or to the total current account receipts. Table III.7 shows that during the 

8. OECD, Tourism Policy and International Tourism 1978, p. 60, Table T. III.5 
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TABLE III.6 

Monetary dement in tourist receipts 

Year 

1972 
1973 
1974 
1975 
1976 
1977 

Tourist 
receipts 
(actual) 
million 
dollars 

392.7 
514.9 
447.6 
643.6 
823.7 
980.6 

Change 
over 

previous 
year 

actual 
(percent) 

+28.6 
+31.1 
-13.1 
+43.8 
+28.0 
+ 19.1 

Change 
over 

previous 
yearreal 
(per cent) 

+23.2 
+ 12.5 
-32.5 
+34.8 
+31.8 
+6.3 

Tourist 
receipts 
(real) 

million 
U.S. dollars 

376.1 
423.2 
285.6 
385.0 
507.5 
539.4 

Monetary 
element 
in actual 
receipts 

(per cent) 

4.2 
17.8 
36.2 
40.2 
38.4 
45.0 

Sources: Greek National Tourist Organization. 
OECD, Tourism Policy and International Tourism -1978. 

seventies, except in 1974 when there was a set-back, tourism steadily in
creased its contribution to total invisible receipts from 20 per cent to 32 per 
cent. In the decade, of the sixties, however, its contribution remained at the 
level of 18-19 per cent. In the same way, tourist receipts continued to consti
tute an increasing part of the total in the positive current account, though, in 
this case, fluctuations were more pronounced. In spite of the very high 
growth of Greek exports during the seventies, tourism increased its own con
tribution to total current account receipts from 12 per cent in 1970 to almost 
19 per cent in 1978. 

One might say that tourism has thus contributed to the general growth of 
national income and national product. Table III.8 shows that, since 1960, the 
share of tourist receipts in the national income, the GDP and the GNP has 
increased significantly, though the biggest growth again took place in the de
cade of the seventies. Indeed, whereas in 1960 tourist receipts constituted 
less than 2 per cent (about 1.5 per cent, in fact) of the national product, in 
1978 the proportion was about 5 per cent. On all counts then, tourist receipts 
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TABLE III.7 

Share of tourist receipts in current account 

Year 

1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Tourist receipt 
as a percentage 
of total invisible 

receipts 

18.0 
19.6 
20.0 
21.0 
19.0 
19.6 
22.6 
19.2 
16.7 
19.0 
20.4 
23.6 
24.5 
23.5 
18.7 
23.6 
27.2 
28.0 
32.1 

Tourist receipt 
as a percentage 
of total current 
account receipts 

10.2 
11.3 
12.2 
12.7 
11.5 
12.2 
13.8 
11.4 
10.2 
11.3 
12.4 
15.9 
16.1 
15.0 
10.7 
13.5 
15.7 
16.3 
18.6 

Source: Table III. 1 

have had a very healthy influence on the credit side of Greece's balance of 
payments. 

What does the future hold in store? Will the increasing growth rates con
tinue to increase? If we make projections on the basis of statistical trends, the 
straight-line growth approach is inappropriate in this case. A depiction of the 
historical path of Greece's tourist receipts shows rather that a geometrical 
progression is discernible. A three-year moving average shows a steep rise in 
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TABLE III.8 

Share of tourist receipts in national income, 
GDP and GNP 

(Percentages) 

Year Share of tourist receipts in 

GNP 

1.4 
1.6 
1.8 
2.0 
1.7 
1.8 
2.1 
1.7 
1.5 
1.3 
1.9 
2.7 
3.1 
3.1 
2.3 
3.0 
3.6 
3.7 
4.2 

Sources: Figures of National Income, GDP, GNP from National Accounts of Greece. 

tourist receipts after a steady growth in the early years. We have tried to fit 
the curve Y = abx to the tourist receipts figures from 1960 to 1978 and the 
equation turns out to be Y = 217.8713 (1.1526)x which indicates that the av
erage growth rate is estimated to be 15,26 per cent per year. Can we predict 
the future level of tourist receipts on the basis of this estimated rate? Perhaps 
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1960 
1961 
1962 

1963 
1964 

1965 
1966 
1967 

1968 
1969 
1970 
1971 
1972 

1973 
1974 
1975 
1976 
1977 
1978 

income 

1.6 
1.8 
2.1 
2.4 
2.0 
2.1 
2.6 
2.1 
1.8 
1.6 
2.4 
3.3 
3.7 
3.7 
2.7 
3.7 
4.4 
4.6 
5.1 

1.6 
1.8 
2.1 
2.3 
2.0 
2.0 
2.5 
2.0 
1.8 
2.0 
2.3 
3.2 
3.6 
3.6 
2.6 
3.5 
4.2 
4.4 
4.9 



we can for the next 3-4 years but not beyond that. It is possible that the 
asymptote may be reached soon. Tourism is a relatively new industry and its 
long-term growth cannot be easily predicted. Unlimited growth at an ac-
celarating pace is a rare phenomenon for any industry. If we precited the fu
ture of tourist only on the basis of the growth rates of the 1970s, we would ar
rive at an even higher rate of growth. Hence, caution is the better part of wis
dom. 
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CHAPTER IV 

TOURISM AND THE BALANCE OF PAYMENTS 
THE NEGATIVE IMPACT 

Methodology 

While the positive impact of tourism, in terms of foreign exchange re
ceipts, is directly recorded and is easily identifiable, that is not the case with 
its negative impact. The negative elements are part of the debit items which 
belong to various industries and services. 

We have, therefore, to identify those activities and services which are re
lated to tourism and some of whose components are goods and services of 
foreign origin. The best way to approach the question is first to define tourist 
services broadly to include all goods and services provided to tourists, except 
their travel expenses, until they reach the frontiers of the country to be vis
ited as well as during their stay in the country. This means that the publicity 
and information services provided to tourists while they are still outside 
Greece are part of tourist services as well. Thus defined, tourist services in
clude all the services provided to tourists by both the public and the private 
sector. Some of these services are exclusively for the benefit of the foreign 
tourists, others are provided for domestic tourists or the local population at 
large as well. For our purposes, then, we shall have, in many cases, to com
pute and apportion to foreign tourists that part of the cost of a specific service 
that corresponds to them. On one extreme one may assume that tourists 
make use of (and thus contribute to the depreciation of) the entire national 
wealth and infrastructure of the country in much the same way as the coun
try's population does, that is, they form a part of the total population for the 
duration of their stay. On the other extreme, one may argue that the infras-
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tructure and national wealth and most of the services which tourists make 
use of existed and will continue to exist independently of the activities of the 
tourists, while the fact that the latter, in their capacity as foreign guests make 
use of them for a short while is too insignificant to be taken into account at all 
in any economic calculations. To assume the latter is rather convenient be
cause of the difficulties involved in imputing to tourists their proportional 
share of the relevant costs. In this case, only the activities and services which 
are provided exclusively or primarily for the benefit of the tourists are in
cluded in the relevant economic calculations. 

We believe that it is better to identify all sectors and activities which are 
of service to tourists either directly or indirectly and then to explicitly impute 
to tourism the part of the cost that corresponds to it even if the latter is too 
small or close to zero, in which case it will ultimately have to be disregarded. 
This is better than making the above blanket assumption according to which 
none of the costs is imputed to tourism. In this work then, we shall consider 
an activity to be of no relevance to tourism only when we find it out to be such 
instead of simply assuming it to be such. After having identified the sectors, 
agencies and activities that provide goods and services to tourists, we shall 
try to compute the expenditure made for their provision. In addition to the 
current expenditures on tourism, we shall include in our calculations the de
preciation cost of the capital expenditure made. This would give us an idea of 
the total monetary cost (in drachmas) of tourism to the economy. Our next 
task is to estimate the foreign exchange component of this cost in order to ar
rive at the total negative impact of tourism on the balance of payments. A 
comparison of the latter with the positive impact of tourism on the balance of 
payments will then give us an idea of the net impact of tourism on Greece's 
balance of payments. 

This approach, like any other, involves survey, estimation and imputa
tion at each step as the relevant data have not been collected with a view to 
our particular purposes and as there are some major gaps in information. 
Difficulties multiply when we want to build a series of data for a period of 8-9 
years, almost the whole decade of the seventies. But we believe that it is bet
ter to examine closely the expenditures on tourist services than to make esti
mates on the basis of the consumption expenditure of an average tourist in an 
average year. In any case, major economic statistics relating to national ac
counts and to the country's general economic activity have always made the 
kind of estimates and imputations that we make, and these statistics are none 
the less usefull for them. 
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Tourist services in Greece 

The public sector. The major public organization which almost exclu
sively deals with and exists for foreign tourists is the Greek National Tourist 
Organization (E.O.T.) with its network of offices both inside and outside 
Greece. The expenditure of E.O.T. is the expenditure on tourism, proper in 
Greece. 

In addition, there are administrative support services which provide 
E.O.T. with long-term investment funds directly from the central budget to 
be invested in specific tourist projects. These services are located in the 
Ministry of Coordination and the Ministry of the Prime Minister's Office. 

The tourist police, actually a wing of the Greek police services, is also 
meant to be of direct service to the tourists by guiding and helping them to 
find accommodation and also by acting as the agency authorized to enforce 
the provisions of the tourist laws. It also helps in collecting data on tourism 
for statistical purposes. 

We have also included the School for tourist professions in the public 
sector, as it is financed mostly by public funds. The School of tourist guides is 
not included as a separate entity because it is entirely controlled and fi
nanced by E.O.T. In addition to the above services, the public sector or the 
government offers certain incentives and financial concessions for the prom
otion of tourism - the cost of these concessions should properly form part of 
the costs of tourism. The general infrastructure, and especially basic trans
portation and communications services, are used by tourists as well as by the 
local population; the imputed cost of these will also be a part of the total cost 
of tourism to the economy. 

The private sector. Hotels and other means of accommodation are the 
most important industry serving tourists. Besides accommodation, the in
dustry also provides food and entertainment to tourists, although for the lat
ter there are separate establishments too, i.e. restaurants and night clubs. 

Internal transport in the form of organized tours is a specialized service 
provided to tourists by private operators. Private tourist agencies which 
book hotels and tours of this kind are also part of the tourist industry. Inter
nal transport, not in the form of organized tours but in the form of public 
transportation services, has already been included under the category of 
general infrastructure provided by the public sector. 

There are two more kinds of services provided to tourists which and 
which were of particular significance to the tourist industry during the seven-
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ties. These are the services provided by car-renting agencies, cruise-ship 
companies and yacht-renters operating for tourists within Greek waters. The 
expenditures of these agencies constitute an important part of the additional 
tourist costs incurred in recent years. 

In this study we intend to consider two more services which tourists 
make use of. One is taxi services which, properly speaking, are part of the in
ternal transport system. The other is the provision of reading material that is, 
newspapers, journals and fiction, which are imported and are meant mostly 
for tourists. 

The last item that we shall consider is the purchase of small handicrafts 
by tourists as souvenirs from Greece. However, we shall not deal with the 
Greek Automobile Touring Club, the Greek Tourist Club, the Federation of 
Excursionists and Youth Hostels, the Greek National Aviation Club, etc. 
because almost all of these are primarily intended to serve domestic tourists, 
while for the small part of their activities which concerns foreign tourists they 
receive financial grants from E.O.T. whose total operations and expendi
tures on foreign tourism are being considered here. 

The public and the private sector together, as described above, consti
tute the tourist industry of Greece which serves foreign tourists. For the es
tablishments of the private sector we shall only calculate the foreign ex
change costs of their operation while with respect to the public sector we 
shall consider both the total costs and the foreign exchange component of the 
total costs of tourism. 

The data collected and reported here come mostly from official sources, 
though in most cases they have not as yet been published. For the private sec
tor we are making our own estimates on the basis of information collected 
from public and private agencies. In the case of car-renting agencies and 
cruise-shipping services we have carried out a complete survey of all such 
agencies operating in the Greater Athens area which roughly constitute 80-
90 per cent of all such operations in Greece. 
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CHAPTER V 

TOURISM AND THE PUBLIC SECTOR -1 

E.O.T. 

A central organization for tourism in Greece as an autonomous body 
dates from 1950, though its origin may be traced back to 1929. The Greek 
National Tourist Organization (E.O.T.) is both a policy advisor to the gov
ernment and an executive agency in all matters relating to tourist activities in 
Greece. E.O.T. exists mainly for foreign tourism,1 and all its expenditures 
are therefore of interest to us. 

E.O.T. had 10 foreign offices in 1970 which increased to 19 by 1978. The 
expenditure on these offices is all in foreign exchange and for the period 
1970-1978 was as Table V.l presents. 

Another direct expenditure of E.O.T., part of which is in foreign ex
change, is that which relates to advertisements and public relations. Sepa
rate figures for the expenditure on public relations and advertisements, ab
road are not available for all the years considered here. We have been able to 
collect the relevant figures for the last four years from the E.O.T. office re
cords. For earlier years we are making our estimates on the basis of the arith
metic mean of the fractions of the available figures over the corresponding 
total expenditure on these categories for the given years. This comes to .555 
of the total. It is interesting to note that the available figures suggest that 
nearly 72 per cent of the expenditure on advertisements and 37-39 per cent of 
the expenditure on public relations is in foreign exchange (Table V.2). 

1. «Tourism in Greece». An interview with George D. Daskalakis, President of 
the Board of E.O.T. Athens News, June 23 & 24,1977. 
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TABLE V.I 

Expenditure of Ε.Ο.T. on foreign offices 

Year Amount in 
million drachmas 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

35.1 

38.6 

56.6 

68.7 

68.5 

79.9 

141.8 

180.1 

180.8 

Source: Budget Estimates of E.O.T. for various years. 

TABLE V.2 

Estimated foreign exchange expenditure of E.O.T. 
on advertisements and public relations 

Million 
Year drachmas 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

61.0 

59.9 

70.5 

86.3 

103.2 

158.5 

219.3 

238.2 

256.6 
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Another directly item involving foreign exchange expenditure is the ar
rangement and organization by E.O.T. of various cultural programmes in 
which renowned foreign artists and groups in dance, music and drama are in
vited to give performances. These events are held in Athens (at the Herod 
Atticus Odeon and the Lycabettus Theatre), in Epidauros (at the ancient 
theatre), in Thessaloniki (at the Forest Theatre) and in other places. The 
performances are part of the Summer Festivals in which well-known Greek 
artists also perform. The audience does not consist of foreigners alone, but 
the publicity given by E.O.T. (in foreign languages and in foreign countries) 
and the admission on the part of the highest authorities of E.O.T. that 
foreigners constitute the majority of the audience in these performances2 

TABLE V.3 

Foreign exchange expenditure of E.O.T. 
on cultural programmes 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Amount in 
million drachmas 

3.24 
3.54 
3.51 
6.56 
4.98 

12.45 
14.18 
21.92 
21.68 

suggest that we may impute the relevant expenditure to foreign tourism. 
Actual figures on the foreign exchange expenditure, on such events are 

not available for all the years considered. We have been able to obtain such 

2. Ibid. 
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figures from the Ε.Ο.T. office records only for the last three years. The re
levant amounts were expressed in various foreign currencies as they were re
quested by E.O.T. from the Bank of Greece for the festivals. We have con
verted them into drachmas for the purpose of summation. For the years pre
vious to 1976 we have again used the arithmetic mean of the fractions of the 
available figures over the total expenditure on cultural programmes for each 
year. The data for our calculations have been taken from the annual budgets 
ofE.O.T. 

Table V.4 presents the annual totals of direct foreign exchange expendi
tures by E.O.T. for the period 1970-1978. We have arrived at these totals by 
adding up the corresponding figures of Tables V-l to V-3. 

TABLE V.4 

Direct expenditure ofE.O.T. in foreign exchange 

Year Amount in 
million drachmas 

1970 99.34 

1971 102.04 

1972 130.61 

1973 161.56 

1974 176.68 

1975 250.85 

1976 375.28 

1977 440.22 

1978 459.08 

Source: Summation of Tables V.l to V.3. 

The regular budget of E.O.T. gives us the total expenditure figures of 
which the foreign exchange expenditure on foreign offices and on cultural 
programmes is a part. If we subtract the amounts expended on these two 
items from the total, the remainder constitutes E.O.T.'s general expenses 
consisting of administrative expenses (wages and salaries, office supplies, 
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rents, etc.) and financial assistance to other bodies. This part of E.O.T.'s ex
penses must also have some import content. However, the Input-Output ta
bles of Greece do not list tourism as a separate sector of the economy.3 

As E.O.T. works mostly as an independent organization but is financed 
by government funds, we can use the sector «public services» for our calcula
tion of the import content of the general expenditure of E.O.T. The import 
matrix used in the 1970 Input-Output tables (unpublished) gave an import 
coefficient of .0096. Another sector in which the general activities of E.O.T. 
may be included is that of «other services» in the 1966 and 1970 tables. In the 
1970 table, the import coefficient for this sector was .010006. We can there
fore take .01 as the import coefficient or the import element in the general 
administrative expenditure of E.O.T., after having subtracted the amounts 
of foreign exchange directly expended on the specific items mentioned 
above. The expenditure, of E.O.T. on foreign offices and the foreign ex
change expenditure on cultural programme, are therefore excluded. The ex
penditure on advertisements and public relations is not deducted from the 
regular budget but is credited to the «public investments» account of the 
Ministry of Coordination which we shall consider separately below. 

The general expenditure of E.O.T. according to its budgets is presented 
in Table V.5 

As the input-output table from which we derived the import coefficient 
was for the year 1970, while our study covers the years 1970 to 1978, the im
port coefficient of .01 is not a very good approximation. But we shall use it 
here because there are no recent estimates available and as in the total of our 
estimates this is an element of relatively small significance. Thus, the foreign 
exchange component of the administrative expenditure of E.O.T. is pre
sented in Table V.6. As before, we have imputed the whole of this expendi
ture to foreign tourism on the assumption that E.O.T. works mainly for 
foreign tourism. 

3. Nicholas A. Mylonas, «Input-Output Tables of the Greek Economy for the 
years 1958, 1963 and 1966», SPOUDAI, Vol. No. 3, 1973 (in Greek). Also Input-
Output Tables of the Greek Economy for 1970 (Athens: Ministry of Coordination -
National Accounts Service, 1978). 
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TABLE V.5 

Regular budget of Ε.Ο.T. (actual expenditure) 

Year Amount in 
million drachmas 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

220.3 

567.2 

567.1 

950.6 

969.0 

1,215.3 

1,374.5 

1,877.9 

2,170.4 

TABLE V.6 

The foreign exchange content of the 
administrative expenditure of E.O.T. 

Year Amount in 
million drachmas 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

1.82 

5.25 

5.07 

8.75 

8.96 

11.23 

12.18 

16.76 

19.68 

Source: Calculations from Tables V.5, V. 1 and V.3. 
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Public investment through E.O.T. 

There is a separate special budget for public investment in tourism in
cluded in the state budget. The funds under this heading relate to direct capi
tal formation in the form of long-term projects which benefit tourism in 
Greece, that is, projects under this heading are supposed to take the form of 
investment in tourist infrastructure. In actual practice, not all of the funds in
volved are expended on projects which an economist would call long-term 
investment; for example, this is not the case with the expenditure on adver
tisements and public relations which we have already discussed. We must, 
therefore, distinguish between the items which form part of current expendi
ture and those which constitute long-term investment. The former can be di
rectly assigned to the years concerned, but for the latter we can only count 
the depreciation of long-term investment to be part of the annual expendi
ture. In order to do this we have to go backward; for the investments now 
made in tourism will continue to benefit tourism for many years ahead, in the 
same way that investments of the past are of benefit to tourism today. 

In terms of administrative procedure, the public funds allocated for in
vestment in tourism are administered by E.O.T. which then becomes the 
owner of the products of investment. The Ministry of Coordination provides 
the funds and places them at the disposal of E.O.T. for specified projects and 
activities in tourism. These funds, however, are not a part of the regular 
budget of E.O.T. 

The National Accounts department of the Ministry of Coordination for 
the purpose of calculating national investment and consumption figures dis
tinguishes the relevant projects and activities into investment proper and 
other current expenditure. These data, however, are not directly published 
in this form. By courtesy of the National Accounts department we have been 
allowed to use these data directly in order to reckon the public investment in 
tourism. But we have processed these data in order to calculate the deprecia
tion of tourist investment during the period we are examining, that is from 
1970 to 1978. 

Firstly, we have assumed that there was no national stock of accumu
lated capital in tourism before 1948 from which date annual figures on public 
investment in tourism are available. In fact, even in those post-war years, in
vestment in tourism was very meagre, amounting to less than 100 million 
drachmas (at 1970 prices). Secondly, in line with established opinion at the 
Centre of Planning and Economic Research, Athens, we have assumed the 
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expected life of building assets to be 50 years instead of 100 years, as assumed 
by National Accounts. This is more reasonable, especially in the case of 
tourist investment where modernization is a necessity. For the same reason, 
the expected life of machines and other equipment is considered in this work 
to be 16 instead of 20 years, which is the National Accounts estimate. At 
KEPE (the Centre of Planning and Economic Research) it is taken to be 15 
years. In recalculating the estimates we used constant prices and then we 
applied the implicit price deflator to the figures for gross fixed capital forma
tion in tourism expressed at constant and current prices in order to have our 
results expressed at current prices. Table V.7 below gives the figures on total 
expenditure on tourism under the «public investment» heading as well as 
those on gross capital formation in tourism by the public sector as calculated 
and defined by National Accounts, so that the remainder is the current pub
lic expenditure on tourism under the public investments programme. 

TABLE V.7 

Public investment in tourism 
(Amount in million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Public 
investment 

total 

592.25 
1,061.86 
1,782.28 

895.82 
1,152.38 
1,102.00 
2,163.00 
1,672.00 
1,800.00 

Gross 
capital 

formation 

423.7 
654.7 

1,139.3 
639.4 
625.4 
548.6 
918.6 

1,041.2 
1,278.0 

Current 
expenditui 

168.55 
407.16 
642.98 
256.42 
526.98 
553.40 

1,244.40 
630.8 
522.0 

Table V.8 gives the depreciation of public investment in tourism for the 
years 1970-78 as calculated on the basis of the figures provided by the Na-
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tional Accounts department. 
Our next task, as before, is to find the foreign exchange component of 

this expenditure. We have already seen that this investment is either in con
struction of buildings, roads, etc. or in machines. According to the 1970 

TABLE V.8 

Depreciation of public investment in tourism 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Amount in 
million 

drachmas 

209.77 
247.36 
334.81 
446.71 
607.09 
660.98 
810.64 
1027.16 
1069.70 

Source: Calculations based on unpublished figures provided by National Accounts 
of Greece. 

Input-Output table, the import coefficient in the construction sector is 
.07674, in the machinery sector, excluding electical machinery, it is .12863, 
while in the electrical machinery sector it is .21031. In the last two cases, the 
sellers' margins would be added to the sale price of the machinery. Taking 
all things into consideration, especially that the import structure might have 
changed recently, we have taken .01 as the import coefficient of depreciation 
of investment. With respect to current expenditure we have again taken .01 
to be the import content coefficient. On the basis of these ratios we have cal
culated the import content of public investment in tourism. It should be 
noted that, since the foreign exchange expenditure on advertisements and 
public relations had already been 4educted from the total of the current ex-
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penditure part of public investment, we have not included it in our calcula
tions here. The results appear in Table V.9. We may now sum up the total ex-

TABLE V.9 

Foreign exchange expenditure 
on public investment in tourism 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Amount in 
million 

drachmas 

22.06 
28.48 
39.21 
46.37 
64.65 
70.05 
91.31 

106.65 
109.62 

Source: Calculations based on Table V.7 and V.8. 

penditure on tourism through and by E.O.T. for the years 1970 to 1978. Cap
ital expenditure is here taken to be only the depreciation of the capital in
vested, while foreign exchange expenditure includes estimates for current as 
well as for capital (depreciation only) expenditures for the years concerned. 
The results are presented in Table V.10. 

As the last column of Table V.10 shows, the foreign exchange compo
nent of the total expenditure on tourism by and through E.O.T. has risen 
from 11 per cent in 1971 to 16 per cent in 1977 and 1978. But E.O.T. and Pub
lic Investment through E.O.T. do not exhaust the public sector expenditure 
on tourism. There are some other departments and agencies which may be 
legitimately included in the public sector to complete the picture, even 
though each one of them, if considered individually, may not add much to 
the total. We shall consider these in the next chapter. 
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TABLE V. 10 

Public expenditure on tourism by 
and through E.O.T. 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Total 
expenditure 
(current+ 

depreciation) 

598.62 
1221.72 
1544.89 
1653.73 
2103.07 
2429.68 
3429.54 
3535.86 
3702.10 

Depreciation 
of capital 

expenditure 

209.77 
247.36 
334.81 
446.71 
607.09 
660.98 
810.64 

1027.16 
1069.70 

Foreign 
exchange 

expenditure 

123.22 
135.77 
174.89 
216.68 
250.29 
332.13 
478.77 
563.65 
588.38 

Foreign 
exchange 

expenditure 
as percentage 

of total 
expenditure 

20.6 
11.1 
11.3 
13.1 
11.9 
13.7 
14.0 
15.9 
15.6 

Source: Summation of relevant figures from Tables V.4 to V 9. 

- 1 1 4 -



CHAPTER VI 

TOURISM AND THE PUBLIC SECTOR - II 

The Ministry of Public Order 

Among the government departments that spend on tourist services, the 
most conspicuous, though financially not very important, is the Ministry of 
Public Order which controls the tourist police. As the police forces in Greece 
have two wings, the city police and the gendarmerie, this is also the case with 
the tourist police. The city tourist police operates in four cities: Athens, 
Piraeus, Patras and Corfu; Athens has four tourist police stations, while 
there are one each for the other three cities. The gendarmerie tourist police 
has some 45 permanent stations throughout Greece with an additional 20 
stations that are open only in the summer (June to October). The two wings 
of the tourist police work independently of each other, though they both are 
under the jurisdiction of the central police administration of the Ministry of 
Public Order. 

The policemen that man these services are handpicked; they are the best 
qualified ones, they know at least one foreign language each and they are 
specially trained for serving the tourists. These policemen enforce the tourist 
laws, collect data for tourist statistics, coordinate the work of local services, 
guide tourists in finding accommodation, give general information, and help 
in case of emergency.l 

It is not easy to estimate the expenditure on tourist police services be
cause they are funded by the central police administration and there is 
neither a separate budget for them, nor do they constitute a separate ad-

1. «About Tourism» by Ioannis Roubas (mimeographed in Greek) a study of the 
Tourist Police (Oct. 1977), pp. 49-52. 
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TABLE VI. 1 

Expenditure on tourist police 
(million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Expenditure 
on Gendar

merie 
tourist police 

43.0 
45.0 
48.2 
50.2 
53.3 
60.5 
66.7 
74.0 
82.5 

Expenditure 
on city 

tourist police 

11.39 
11.99 
13.30 
13.85 
14.45 
17.01 
18.89 
20.49 
23.51 

Total 
expenditure 
on tourist 

police 

54.39 
56.99 
61.50 
64.05 
67.75 
77.51 
85.59 
94.49 

106.01 

TABLE VI.2 

Foreign exchange expenditure on tourist police 

Year Amount 
in million 
drachmas 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

0.544 
0.570 
0.615 
0.641 
0.678 
0.775 
0.856 
0.945 
1.060 
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ministrati ve unit. We have tried to estimate the expenditure basing our cal
culations on the remuneration, according to rank, of the personnel 
employed in these services and on the necessary operating costs of these ser
vices. The estimates were made using the information provided by and with 
the active cooperation of the directorates of these services. Our estimates 
appear in Table VI. 1. 

As the above expenditure is of the public administration type, we shall 
again use .01 as the import coefficient. This gives us Table VI.2 which shows 
the foreign exchange content of the expenditure on tourist police services. 

It should be noted that, for obvious reasons, the whole tourist police ex
penditure is considered here to be current expenditure. 

The Ministry of Cultural Affairs 

Besides Ë.O.T. , the Ministry of Cultural Affairs also spends money for 
the upkeep of museums, monuments and archaeological sites. The invest-

TABLE VI.3 

Expenditure of the Ministry of Culture 
imputed to tourism 

(million drachmas) 

Year Expenditure 
imputed to 

tourism 

Expenditure 
imputed to 

foreign 
tourism 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

49.52 
51.37 
79.80 
98.31 

119.17 
148.45 
70.95 
82.23 

119.45 

21.73 
27.36 
46.91 
60.87 
63.82 
87.90 
47.20 
54.05 
83.30 
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ment expenditure involved in this case has already been considered as part of 
the investment budget of the Ministry of Coordination. The current expendi
ture on the upkeep and maintenance of these ancient relics or in the form of 
grants to bodies which perform this task has been taken into consideration in 
so far as it relates to tourists. The emphasis placed on them in the official 
publicity campaigns indicates that they are poles of attraction for foreign 
tourism. 

It might be argued that, even if there were no tourism at all, these sites 
should be preserved, and excavated and museums for the findings should be 
established. It is, however, true that the attraction of tourists is the major ar
gument used in favour of undertaking these expenditure; otherwise, the 
proverbial «lack of funds» would always stand in the way. 

But these sites are visited by Greek residents as well as by foreign 
tourists. Although there are data regarding the number of visits to important 
sites and museums available, there are no statistics available on the relative 
distribution of visits between foreign and domestic tourists. Thus, we have 
made our own estimates based on the ratio of total foreign to total domestic 
tourist nights spent in Greece as a whole for each of the years concerned. 

TABLE VI.4 

Foreign exchange component of the expenditure of the 
Ministry of Culture imputed to foreign tourism 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Amount 
in million 
drachmas 

.217 

.274 

.469 

.609 

.638 

.879 

.472 

.541 

.833 
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Once again, the financial implications are not as important for our purposes 
as is the logic of completing the picture. Table VI.3 presents the results. 

Because of the nature of this expenditure, we have again assumed the 

foreign exchange component to be only 1 per cent of the total expenditure. 

The result appears in Table VI.4. 

The School of Tourist Professions 

There are two institutions, which are related to tourism and also use the 

adjective «tourist» in their names. They are the School of Tourist Guides and 

the School of Tourist Professions. The former in wholly financed and con

trolled by E. Ο .T. and its funding is part of E. Ο .T. 's general budget which we 

have already considered. This school was established in 1968 and offers 

training courses for the profession of tourist guides. Some 450 persons have 

graduated from the school in the last 9 years. The total expenditure, includ

ing teachers' salaries (about 50-55 per cent of the total), comes to about 1.5-

1.8 million drachmas per year. There are already about 1400 registered lec-

T ABLE VI. 5 

Current expenditure of the School of Tourist Professions 

Year Total Expenditure 
expenditure imputed to 

foreign 
tourism 

4.70 
7.82 

13.94 
22.38 
23.72 
26.28 
44.17 
51.76 
76.28 

-119-

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

10.70 
14.68 
23.71 
36.14 
44.30 
46.99 
61.89 
78.75 

109.37 



turer-guides and E.O.T. has recently restricted the admission to the school 
in order to check the increase in the supply so that the latter may match the 
demand. 

The School of Tourist Professions is of greater interest to us. It is a public 
institution under the jurisdiction of the Ministry of the Prime Minister's Of
fice. It prepares the students, after one to two years' regular training, to 
enter employment as junior supervisors or skilled and semi-skilled workers 
in the hospitality industry.2 The school is financed by some public organiza
tions, such as the Greek Chamber of Hotel-Business and E.O.T., though the 
contribution of the latter to the total available funds from 1970-76 was only 
1.01 per cent. From 1969-70 to 1976-77 the school trained 31,363 students as 
well as 23,486 students who attended extension courses and 47,506 students 
who attended intensive courses. 

TABLE VI. 6 

Foreign exchage content of expenditure of School 
of Tourist Professions imputed to foreign tourism 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Amount 
in million 
drachmas 

.05 

.08 

.14 

.22 

.24 

.26 

.44 

.52 

.76 

2. «Training Programs leading to careers in the hospitality industry» (mimeog
raphed brochure in English and Greek) - Athens: The School of Tourist Professions, 
Jan. 1978. 
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It is true that the graduates of the school enter the hospitality industry, 
but this industry does not deal only with foreign tourists with whom this 
study is concerned. We shall, therefore, calculate the part of the school's ex
penditure which may be imputed to foreign tourism on the basis of the ratio 
of foreign tourist nights to total tourist nights in all forms of accommodation. 

Again we have considered current expenditure only, as there has been 
no long-term capital formation by the school in all the years since its incep
tion except for the capital invested in the purchase of land in 1972-74 which 
has been deducted from those years' total expenditure. 

The total current expenditure of the school of tourist professions and the 
part imputed to foreign tourism are given in Table VI.5. 

Table VI.6 gives the foreign exchange component of this expenditure 
calculated with .01 as the import coefficient as was done generally in the case 
of the public service sector. 

General infrastructure 

Some of the major basic services provided by the state are intended for 
the people in general. The social services of this category are meant to secure 
a decent, healthy life for the people, while the economic services are pro
vided as an incentive to further development and also in order to bear a part 
of the cost of those services which an investor, interested in short-run profit, 
does not normally undertake. These services are consumed by the native 
population as well as by tourists, though it is true that they would be pro
vided even if there were no tourists. But the scale and quality of the infras
tructure are certainly affected by the growth of tourism in the country. 
Moreover, the infrastructure thus provided, especially the transport and 
communication network of the country, is a basic condition of investment in 
the tourist sector. 

In order to simplify matters we have only taken into account the depre
ciation of the capital invested in selected sectors of infrastucture for the pur
pose of calculating and imputing the relevant costs to foreign tourism. The 
selected sectors are energy, water-supply and sanitation, railways (including 
the electric railway), the merchant marine, roads, ports, telecommunica
tions and civil aviation. The figures on investment and depreciation at cur
rent prices have been taken directly from the National Accounts of Greece. 
Sectors which have not been considered in this work but which, together 
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with the above, form part of the national capital of Greece are, according to 
National Accounts, Agriculture, Irrigation and land reclamation, Mining, 
Manufactures, Motorcars, Housing and dwellings, Public Administration, 
Education, Public Health, Shops and Miscellaneous. Tourism has, of 
course, been excluded, since it has been regarded as a sector on its own, for 
which we make our own estimates, only for the purposes of this work.3 It is 
interesting to note that, in 1977, the excluded sectors accounted for 83 per 
cent of the total depreciation of national capital as calculated by National 
Accounts. 

Of the sectors considered in this work, we have chosen civil aviation for 
which we shall make separate calculations. In the other sectors considered 
services are used by tourists and natives alike. For our purposes we have as
sumed that all tourists are adults. As the consumption of services by adults is 
different from that by children, we have taken the child population of 
Greece to be equal to half the number of adults. Taking into account the 
mid-year estimates of the population of Greece and using the census (1971) 
estimates of child population for the years 1970-74 and the 1975 estimates of 
child population for the years after 1974, we have estimated the adult popu
lation of Greece (taking 2 children as equal to 1 adult). To this number we 
had to add the number of tourists insofar as the latter make use of infrastruc
ture services provided by the relevant sectors. But tourists do not stay in the 
country the whole year. In order to find the ratio of foreign tourists to total 
population we converted total tourist nights spent in all types of accommoda
tion into annual adult tourist population by dividing the number of nights by 
365/366. By adding the «annual» tourist population to the total adult popula
tion of Greece we arrived at the total number of consumers of national capi
tal. Tourists naturally form a very small part of the total thus calculated. But 
that gives us a floor estimate of the consumption of national infrastructure by 
foreign tourists. 

The current depreciation of national capital with respect to the sectors 
considered as relevant to foreign tourism has been taken directly from the es
timates and calculations of National Accounts. We have imputed to foreign 
tourists that part of the depreciation which corresponds to them as a percen-

3. We may note that National Accounts take «Tourism» to mean only the long-
term investment in hotels through the organized banking sector plus the Public In
vestment through E.O.T. 
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tage of total consumers (i.e. tourists and local adult population). The results 
are given below in Table VI.7. It should be mentioned that, while working 
on the merchant marine sector, we noted that most of the shipping services 
were used for the transport of cargo to Greece. Thus, added to total infras-
tucture only that part which can be attributed to passenger shipping. We 
based our estimates on the share of passenger ships in the total gross tonnage 
of the Greek merchant fleet (of ships of 100 gross tons or over) for the year 
1970-78.4 

TABLE VI. 7 

General capital infrastructure and tourism 
(million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Foreign 
tourists 

as a 
percentage 

oftotal 
consumers 

.2731 

.3973 

.4934 

.5497 

.3571 

.5068 
.700 
.6778 
.8039 

Part of 
total 

capital 
depreciation 
imputed to 

foreign tourism 

36.87 
11.94 
18.35 
26.40 
22.99 
37.49 
63.90 
71.23 
99.99 

Source: Calculations based on figures on the depreciation of national capital by Na
tional Accounts of Greece. 

4. Actually this comes to a very small share of the total, i.e. 2-4 per cent. The ratio 
has steadily declined from 4.34 per cent in 1970 to 2.27 per cent in 1978. But, interest
ingly, 96 to 97 per cent of the total traffic of Greek passenger vessels is domestic and 
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As is apparent from Table VI.7, the amount of depreciation of total cap
ital invested in the sectors relevant to tourism which can be attributed to 
foreign tourism on the basis of the above method is very small. This is be
cause tourists as a part of total population hardly, accounted for .8 per cent 
of the total even in 1978. In the absence of any other plausible estimates, we 
, believe this is the only way to account for foreign tourism. What we want to 
emphasize is that the number of foreign tourist nights recorded in all regis
tered accommodation does not reflect the actual total. But we do not know 
how many of the actual nights are not recorded. Hence we assume the floor 
estimate as the best one. 

It should also be noted that part of what was presented above does not 
belong entirely to the public sector, but includes private investment and its 
depreciation. But we believe that most of the expenditure in the sectors con
sidered is public and, in any case, any finer breakdown between the two (i.e. 

TABLE VI. 8 

Foreign exchange content of general infrastructure 
imputed to foreign tourism 

Year Amount in million 
drachmas 

1970 1.03 
1971 1.79 
1972 2.75 
1973 3.96 
1974 3.45 
1975 5.62 
1976 9.59 
1977 10.68 
1978 15.00 

Source: Table VI.7. 

this ratio has stayed constant throughout 1970-1978. 
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public and private) would not make much difference because of the small 
amounts involved. 

The same considerations may be born in mind when we try to find the 
foreign exchange content of the above expenditures to be imputed to foreign 
tourism. In the imput-output tables, the import coefficient for chemicals and 
oil refining was .15 and .24 respectively in 1970. For transport equipment it 
was .23 and for transportation and storage it was .05. For our purposes the 
long-term investment in equipment or construction in the sectors is more im
portant than the services as such. However it is better to err on the side of 
lower estimates. So we have assumed. 15 to be the import coefficient for long 
- term investment in the sectors of our concern and applied the same to the 
estimated depreciation imputed to foreign tourism. That gives us Table VI.8 
which shows the foreign exchange content of the depreciation of capital in 
general infrastructure attributed to foreign tourism. 

Civil Aviation 

There are several reasons for regarding Civil Aviation as a category 
separate from the others in general infrastructure. Firstly, it is a public sector 
concern but for a specific private use-airways. Secondly, it is much more 
used by tourists than would appear from estimates made on the simple as
sumption that foreign tourists are a part of the country's population insofar 
as consumption of infrastructure services is concerned. Not only is air travel 
used by a small number of people, but also Civil Aviation is more, of a 
specific service to tourists, as more than 62 per cent of tourist arrivals in 
Greece are by air. Thus, properly speaking, current expenses under this 
heading should also be accounted for. 

In order to calculate the part of the cost of Civil Aviation which is to be 
imputed to foreign tourism, we have used the ratio of foreign tourist arrivals 
by air to total international arrivals at Greek airports. It is true that Civil Av
iation provides services for domestic travel as well; therefore, the distribu
tion of services between foreign tourists and native travellers should also be 
reckoned. Our estimates on the domestic services of Olympic Airways 
suggest that the distribution is almost the same as for international arrivals. 
Hence, we have used only the international arrivals for our calculations. 

Table VI.9 gives the ratio of tourist arrivals by air to total arrivals by air, 
which was used as a basis for assigning to tourists their share of the total cur-
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rent and capital costs of Civil Aviation, as well as the costs imputed to 
tourists as estimated on the basis of this ratio. The figures on current costs 
were provided by the Civil Aviation Authority itself. With respect to capital 
costs in the form of depreciation we have deducted from the given estimates 
of National Accounts the figures on depreciation as reported in the annual 
balance sheets and the profit and loss accounts of Olympic Airways. Minor 
adjustments have been made for the years 1971 and 1978 so as to remove cer
tain apparent discrepancies. 

TABLE VI.9 

Current and capital costs of Civil Aviation imputed 
to foreign tourism 

(million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Ratio of 
total 
costs 

imputed to 
foreign 
tourism 

.76 

.82 

.83 

.84 

.77 

.84 

.90 

.86 

.88 

Current 
costs 

assigned 
to 

' foreign 
tourism 

136.8 
165.64 
187.58 
248.64 
306.46 
402.36 
542.70 
679.4 
915.2 

Capital 
costs 

assigned 
to 

foreign 
tourism 

66.55 
31.49 
9.97 

133.36 
40.68 

275.67 
226.85 
364.63 
673.56 

Our next task, was to find the foreign exchange component of these 
costs. As before, we used .01 as the import coefficient of current expenditure 
and . 1 as the import coefficient of capital costs which relate to construction of 
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airfield facilities in general* The results appear in Table VI. 10 in which the 
two have also been added in order to arrive at the total foreign exchange 
costs of Civil Aviation imputed to foreign tourism. 

TABLE VI. 10 

Foreign exchange content of current and capital 
(depreciation) costs of Civil Aviation assigned 

to foreign tourism 
(Amount in million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Foreign 
exchange 
costs of 
current 

expenses 

1.37 
1.66 
1.88 
2.49 
3.06 
4.02 
5.43 
6.79 
9.15 

Foreign 
exchange 
costs of 

depreciation 
costs 

6.66 
3.15 
9.97 

13.36 
4.07 

27.57 
22.69 
36.63 
67.56 

Source: Calculations based on Table VI.9. 

Olympic Airways 

International fare payments and receipts are not considered to be part of 

* This ratio apparently looks low. Probably the input-output tables which we have 
used take only direct imports into consideration. It must, however, be added that the 
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the positive impact of foreign tourism. But with respect to domestic travel, 
air fare receipts should legitimately be included. Domestic air travel in 
Greece is the monopoly of Olympic Airways which had been a private con
cern until it was nationalized in 1975. Thus it has been part of the public sec
tor since 1975 while it belonged to the private sector before then. A break
down of the total operational costs of Olympic Airways into domestic and in
ternational is not available. We have, however, been able to find from the of
ficial records the breakdown of total revenue as from domestic and from ex
ternal operations. We have used the ratio of domestic revenue to total re
venue instead of the ratio of domestic costs to total costs. 

Our next task was to assign a part of the costs of domestic operations to 
foreign tourism. An idea may be had from the fact that almost 20 per cent of 
domestic bookings are made through agencies operating outside Greece. 
The majority of the remaining bookings are also said to be made by foreign 
tourists, but clear statistical evidence does not exist. We have assumed that 
the clientele for domestic air travel is those tourists (foreign as well as Greek) 
who spend their nights in luxury or A class hotels. Assuming further that 
there are no marked differences in the preference for domestic air travel bet
ween Greeks and foreigners who spend their tourist nights in high class ac
commodation, we have concluded that the ratio of foreign tourist nights in 
high class hotels, motels and bungalows to total nights spent in these can be 
used as an indication of the use of domestic air travel by foreign tourists. 
Table VI. 11 gives the ratios that we have used to calculate the share of 
domestic operations in the total costs of Olympic Airways and, with respect 
to its use by foreign tourists the estimates, on the basis of these, of the actual 
costs. The data are readily available in the published profit and loss accounts 
of Olympic Airways as far as total costs, current and capital, are concerned. 

For the calculation of the foreign exchange component of the above 
costs we have relied on the expert opinion whithin Olympic Airways where 
we were told that 60-70 per cent of total costs are in the form of foreign ex
change, fuel costs alone amounting to 30-32 per cent of the total. As our esti
mated costs differentiate between current costs and capital costs we have 

domestic supply of machinery may conceal a considerable part of the import content 
in many cases. But we have not provided the composition of the expenditure on 
machinery and construction. Our aim is a limited one, i.e. the direct foreign exchange 
costs of foreign tourism in Greece. 
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used. 45 as the import coefficient for capital costs (depreciation), the latter 
consisting mostly in the investment in the purchase of new aircraft. It is in
teresting to note that in the last few years costs of fuel, hire of aircraft, insur
ance and sales promotion together constituted some 40 per cent of total cur
rent costs. Table VI. 12 gives our estimates of the part of the foreign ex
change costs of the domestic operations of Olympic Airways imputed to 
foreign tourism. 

TABLE VI. 12 

Foreign exchange costs of Olympic Airways imputed 
to foreign tourism 

(million drachmas) 

Year Current costs 

152.20 
205.83 
267.52 
318.47 
432.92 
474.28 
691.63 
786.00 

1103.58 

Capital costs 

25.76 
50.62 
55.68 
85.76 
99.23 
84.42 

129.30 
127.76 
138.90 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Special concessions for the promotion of tourism 

The last item of expenditure under the public sector that we shall con
sider does not involve any foreign exchange expenditure. These are the con
cessions that the government grants to establishments and directly to tourists 
in order to promote tourism. They involve expenditure in the form of tax re
venue lost to the government. We have considered them here in order to 
complete the picture of total government or public sector expenditure on 
foreign tourism. We have, therefore, not taken into account any concessions 
or grants for the promotion of tourism which are made through E.O.T. or 
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other bodies whose expenditure we have already considered. Clearly, no dis
tinction can be made here between current and capital expenditures. 

Measures to promote tourism through specific government incentives 
were provided for in laws and legislative decrees Nos. 3213/1953, 3430/1955, 
4171/1961 and 276/1969. These measures were consolidated into a single 
legislative decree, No. 1313/1972, which was further amended and 
supplemented leading to legislative decree No. 1738/1973. The provisions of 
the latter refer to special concessions to hotel enterprises in the form of tax 
and depreciation allowances (articles 1-6 and article 8), if they are estab
lished in defined regions of the country. But these provisions were not so 
much meant to encourage regional development as to promote and spread 
tourism into hither to touristically underdeveloped regions. Another impor
tant concession granted was the provision of duty-free liquid fuel to domestic 
hotel enterprises of classes A, Β and C (article 7). In addition, hotels were to 
be granted loans at concessional rates of interest. The amounts granted 
through this last concession are part of the Public Investment Bugdet (arti
cles 13) which we have already considered. Another very important conces
sion (article 14) related to the exemption from, or the granting of discounts 
in custom duties, taxes, etc. for articles, equipment and installations in 
hotels of the deluxe, A, B, and C categories imported directly by them. 
Other benefits granted included lower contributions to social security or
ganizations, reductions in the dues payable to City and Community au
thorities by enterprises on foreign visitors' stay and the granting of a greater 
number of free telephone calls made in a hotel (articles 12, 9 and 10). Data 
on the actual financial obligation arising from concessions granted in this last 
category (articles 9, 10 and 12) are not readily available and in any case, 
these probably do not involve very big amounts. Concessions under article 
13 are already included in the Public Investment Budget. Thus, we only have 
to consider the financial obligations arising under the provisions of income 
tax and depreciation allowance concessions to new investment in specified 
areas as well as those arising from the duty-free or extremely low-duty im
port of goods and fuel. Estimates for the former have been made on the basis 
of the data on non-taxable actual investment under this law as recorded by 
the Ministry of Finance. Estimates of revenue not paid on special imports 
under this law are as estimated by the National Statistical Service of Greece. 
Table VI. 13 presents these figures for the years in which they are available. 

Another concession granted directly to tourists is specially subsidized 
petrol for those who travel to Greece using their own cars. The subsidy is 
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paid through the National Bank of Greece which sells low-priced coupons to 
tourists which they may use to buy petrol, while petrol dealers receive cash 
from the same bank which pays for the petrol at the prevailing market price. 

TABLE VI. 13 

Direct subsidy by public sector for foreign tourism 
(million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Amount of 
estimated 
taxes not 
paid for 

investment 
in tourism 

for foreigners 

— 
— 
— 
— 

0.921 
0.484 
0.530 
0.186 
2.328 

Amount of 
import duty 
and taxes 

not paid for 
imports of fuel 

for hotels 

— 
— 
— 
— 
— 
— 
— 

0.465 
0.269 

Amount of 
import duty 
and taxes 

not paid for 
import of 

other goods 
by hotels 

— 
— 
— 
— 
— 

5.272 
8.817 
2.024 
1.115 

Petrol 
subsidy to 
tourists 

& costs of 
operation 

— 
— 
— 
— 

63.002 
238.885 
383.280 
585.620 
739.534 

Total 
amounts 
of direct 
subsidy 

— 
— 
— 
— 

63.92 
244.64 
392.63 
588.30 
743.25 

Thus the amount of the subsidy and the operating costs of this scheme 
(started in late 1974 and ended in early 1979) constitute expenses of the pub
lic sector in favour of foreign tourists, though no foreign exchange is in
volved in this case. These also appear in Table VI. 13. The actual expenditure 
of foreign exchange for the import of petrol will be considered separately 
when we discuss the foreign exchange expenditure on tourism by the private 
sector. 

We have not imputed the whole amount expended on concessions to 
hotels to foreign tourism, as hotels are used by domestic tourists as well. Our 
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criterion for distributing the costs between domestic and foreign tourism is 
the ratio of foreign tourist nights to total nights spent in all types of accom
modation. 

Total public sector expenditure 

We can now add our estimates for the expenditures made by the diffe
rent branches of the public sector and present them in a single table to obtain 
an overall picture. This is done in Table VI. 14 which includes the expendi
tures made by and through E.O.T. as discussed in the previous chapter. It 

TABLE VI. 14 

Expenditure of public sector on foreign tourism 
(million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Total 
expenditure 
(current+ 

depreciation) 

889.66 
1522.96 
1883.14 
2209.43 
2692.42 
4734.8 
6521.6 
7336.7 
9075.5 

Depreciation 
of capital 

283.19 
290.79 
363.13 
606.47 
670.76 

1073.46 
1253.51 
1613.33 
2006.66 

Foreign 
exchange 

expenditure 

,133.091 
143.294 
190.714 
237.960 
262.426 
929.954 

1339.178 
1533.496 
1925.223 

Foreign 
exchange 

expenditure 
as percentage 

of total 

14.96 
9.41 

10.13 
10.77 
9.07 

19.64 
20.53 
20.90 
21.21 

should be noted that, as the nationalization of Olympic Airways became ef
fective on 1st January 1975, its expenditure has been part of the public sector 
only since 1975. For the years previous to 1975 it will be included in the pri-
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vate sector, the object of our study in the following chapter. 
The abrupt increase, after 1974, in the proportion of foreign exchange 

expenditure in relation to the total is explained by the inclusion of Olympic 
Airways in the public sector, while the increase in total expenditure is also 
explained by the inclusion of Olympic Airways as well as by the substantial 
petrol subsidies. 
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CHAPTER VII 

TOURISM AND THE PRIVATE SECTOR -1 

Hotels and other means of accommodation 

Hotels and other means of accommodation are an industry almost exclu
sively for tourists and it is the most important part of tourism, no matter how 
the latter is defined. But hotels serve foreign tourists as well as domestic 
tourists. Staying with relatives and friends is more common with domestic 
tourists, though foreign tourists of native origin may also draw upon their 
friends and relatives while visiting the motherland. 

The most important element of the costs incurred by the accommoda
tion industry is that of buildings and furnishings. But this belongs to the 
category of fixed costs, thus, in order to calculate annual costs we must only 
take into account the depreciation costs. Since we are concerned with the 
foreign exchange costs only, we may disregard the cost of land sites entirely 
as it is irrelevant to the interests of this study. 

There are widely recognized standards for classifying hotels into diffe
rent categories and the cost of constructing and furnishing a hotel depends in 
the first instance on the class to which it belongs. Data on the total invest
ment in the accommodation industry do not exist. For its own purposes the 
National Accounts department considers the long-term loans advanced by 
the major banks for hotel construction to represent total investment in hotels 
(as well as in tourism!). However, not all hotel owners depend on bank loans 
for constructing their hotels, nor do bank loans cover all the expences even 
for those constructed in this way. Lower class accommodation is typically 
self-financed. Hence the need for making our own estimates. 

We have tried to estimate the depreciation costs of the accommodation 
industry by finding the typical cost of a hotel-bed (that is, the share of con
struction costs corresponding to each bed) for different categories of hotels. 
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It is not very easy to find the typical cost of a hotel-bed even for a given categ
ory of hotels. Apart from variations over time due to price movements and 
changing notions in building models and furnishings, there are major differ
ences at any point in time depending on the location of the hotel (in an urban 
or rural area) on the total bed capacity of the hotel, on the personal supervi
sion by and the efficiency of the entrepreneur involved, on the particular 
plans regarding beautification of the land-site, etc. 

But we can get an idea of the typical cost of a bed and it is a very useful 
concept, however unrefined it may be. Indeed, in most countries, for the 
purpose of calculating income and property taxes, the concept is widely used 
for estimating the value of buildings. The banks invariably apply this concept 
when applications for loans for building construction are scrutinized. The 
National Tourist Organization of Greece (E.O.T.) did use such typical esti
mates when it granted direct loans for hotel construction from 1971 to 1973, 
E.T.B.A., the Greek Industrial Development Bank, which has provided 
most of the loans for tourism, has been using such estimates of the typical 
cost involved. We have been able to obtain such estimates for the years 1971, 
1976 and 1977 from the existing records. 

In order to arrive at our own estimate of the typical cost of a hotel bed of 
a given category, we have depended heavily on the estimates that have been 
or are being used by E.T.B.A. and E.O.T. These estimates referred to four 
categories of hotels, namely, luxury class (AA), A class, Β class and C class 
hotels. We also personally sought information about the matter from the 
managing directors of some of the hotels already constructed and of some 
under construction. We had the benefit of a prolonged discussion with the 
senior officers of E.O.T. dealing with hotels. We also discussed the matter 
with the president of the Federation of Greek Hotel Owners who had al
ready published an article on the subject in a leading Greek daily.l 

E.O.T. estimates of the typical cost of a bed in a given category are more 
exhaustive, as they account separately for building construction, furnish
ings, air conditioning and beautification. Separate estimates are made for 
hotels and bungalows and for those in urban areas or outside municipal 
areas. The cost of furnishing amounts to 18-22 per cent of the cost of con
structing the building, the ratio being lower for the lower-class hotels. As the 

1. P.A. Karadontis, «Ninety per cent tourist foreign exchange remains in 
Greece», NAFTEMPORIKI, 27th June 1974. 
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data available on hotel beds do not differentiate between urban and non-
urban areas, we are using the average of the three E.O.T. estimates (urban, 
non-urban and bungalows) instead. The cost of air conditioning according to 
E.O.T. estimates is 13000 drachmas per bed. This is simply added to the cost 
per bed of a luxury class hotel, since, by EOT standards, a luxury class hotel 
is completely air-conditioned. In the case of class A hotels fifty per cent of 
the rooms are required to be air-conditioned in addition to the main lobby 
and restaurant. We have therefore added 7000 drachmas to the typical cost 
of a bed in this category. Beautification accounts for three per cent of the 
total cost. Having made the above changes, we have arrived at the following 
estimates of cost: 

Ca tegory of hotel Estimated typical cost per bed 

Luxury class 245,000 drachmas 
A class 193,000 drachmas 
Β class 160,000 drachmas 
C class 129,000 drachmas 

These estimates are fairly close to the estimates of E.T.B. A. which were 
arrived at independently and which are 175,000 drachmas, 150,000 
drachmas and 120,000 drachmas respectively for A class, Β class and C class 
hotels. No E.T.B. A. estimate is available with respect to luxury class hotels, 
but the estimated cost per bed for bungalows is 202,000 drachmas. Actually, 
bungalows belong to a class midway between luxury class and A class hotels. 
As explained below, we have classified bungalow-beds in the same category 
as A class hotel-beds. We consider our estimates, based mainly on those^of 
EOT, to be reprensentative of the actual costs. 

The estimates we have made refer to the year 1973. However, the costs 
of design, furnishing and beautification, as well as of construction, do change 
over time due to changes in the prices of services and materials as well as to 
changes in fashion and in customers' requirements. But for a short period the 
latter can be assumed to remain constant and only price changes need be 
considered. Happily enough, the year 1973 is almost in the middle of the 
period under consideration in this work, that is, 1970 to 1978, and it seems 
reasonable to take into account price changes only. 

In order to calculate the price factor, we have used the price indices of 
the imputs of new dwellings, i.e. of building materials. The indices are pub-
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lished by the National Statistical Service of Greece and include 14 groups of 
products used in the construction industry.2 The labour cost is not included. 
There are indices available from 1971 onwards. For 1970 we have assumed 
the price change to have been equal to that in the «housing» sector which was 
included in the Consumer Price Index (base year 1969). The price indices 
used are as given in Table VII. 1. 

TABLE VILI 

Price indices used for building costs 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Index Number 
Base=1971 

99.4 
100.0 
103.5 
133.5 
174.0 
178.1 
203.9 
237.7 
265.1 

Base=lS 

74.4 
74.9 
77.5 

100.0 
130.3 
133.4 
152.7 
178.1 
198.5 

Source: Monthly Statistical Bulletin (various issues). 

Unfortunately, no data exist with respect to the changes in the wages of 
workers in the construction industry. However, we have at our disposal 
minimum wage agreements between workers organizations and employers 

2. These are (1) plaster and plaster products (2) natural stone material excluding 
marble (3) marble products (4) artificial stone material (5) timber and builders car
pentry (6) metal material of basic processing (7) plumbing, heating, and sanitary 
metal material (8) door and window fittings (9) electrical material (10) glass sheets 
(11) paints and varnishes (12) china ware (13) other material (14) elevators. 
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which have been properly registered and reported in the government 
gazette. Actually, the daily wages paid to workers in the construction indus
try are much (3-5 times) higher than the minimum fixed. We can safely as
sume for our purposes that the ratio of the actual to the minimum wage rate 
remained the same during the period covered in this study, so that the 
changes in minimum wages can be taken to be representative of the changes 
in actual wages. From the records of the Ministry of Labour we have been 
able to find the minimum wage rates as they were fixed and became effective 
on specific dates. Our interest lies in the period 1970-1978 and the relevant 
agreements were concluded on seven specific dates starting from 1st May 
1969. One such agreement became effective on 10th October 1973, we have 
used it as our base and expressed the wage rates fixed on other dates as a per
centage of the base rate. The rates, referring to daily wages of four categories 
of workers are given in detail below: 

TABLE VII.2 

Minimum wages fixed on specific dates as a percentage 
of the base rate of 10.10.1973 for workers 

in the construction industry 

Dates 

1. 5.1969 
1. 1.1971 
1. 8.1972 

10.10.1973 
1. 9.1975 

12.11.1976 
1. 7.1977 

Technicians 

68.4 
75.2 
82.8 

100 
140.6 
164.8 
171.9 

Assistant 
technicians 

69.7 
76.7 
84.6 

100 
140.4 
164.4 
173.1 

Skilled 
workers 

68.8 
75.7 
83.1 

100 
140.2 
164.5 
171.9 

Unskilled 
workers 

67.9 
76.1 
83.6 

100 
141.5 
166.0 
185.5 

Apprenti 

70.0 
77.0 
84.0 

100 
140.0 
164.0 
180.0 

Source: Ministry of Labour Records (our calculations). 

A comparison of Table VILI with Table VII.2 indicates that labour 
costs in the construction industry changed in approximately the same way as 
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the prices of building materials (not that there is any relationship between 
the two!). We can, therefore, assume that changes in the prices of building 
materials are representative of the changes in all types of costs in the con
struction industry as well as in the construction of hotels and other means of 
accommodation. Using these price changes we can arrive at the typical cost 
of a bed in the four classes of hotels for all the years from 1970 to 1978. The 
relevant figures are presented below in Table VII.3: 

TABLE VII.3 

Typical cost of construction of a hotel-bed in 
different categories of hotels 

(in drachmas) 

Year 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 

Luxury class 

182,400 

, 183,500 

189,900 

245,000 

319,300 

326,800 

374,200 

436,200 

486,500 

A class 

143,700 

144,600 

149,600 

193,000 

251,500 

257,500 

294,800 

343,600 

383,300 

Β class 

119,100 

119,800 

124,000 

160,000 

208,500 

213,500 

244,400 

284,900 

317,700 

C class 

96,000 

96,600 

100,000 

129,000 

168,100 

172,100 

197,000 

229,700 

256,200 

The available figures on the number of beds are distributed according to 
categories A to E for hotels, A to C for bungalows, motels, furnished flats 
and boarding houses and categories A to Β for guest houses. In addition, 
there are inns and camping sites. We have not, however, taken camping sites 
into account due to the lack of data on them as well as their small significance 
for our purposes. Also, the category of luxury class (sometimes termed A A) 
exists for hotels, bungalows and motels only. Actually, the same class does 
not mean the same thing with respect to different types of accommodation. 
For example, a class A furnished flat is much lower in quality, service, price 
and cost of construction than a class A hotel. A class A guest house is a little 

- 1 4 0 -



lower still. In the same way, a luxury class bungalow or motel may be ranked 
slightly lower than a luxury class hotel but are very near it and, in terms of 
service and facilities provided, they may be preferable to the latter. We 
have, therefore, reclassified the above categories into 8 different ones as 
shown below. In forming these new categories, our major consideration has 
been the cost of construction of a typical bed. Of course, these categories 
roughly conform to the daily service prices as fixed by E.O.T, too, although 
there are exceptions. Our categories are the following: 

Category 

Luxury 
A 
Β 
Β' 
C 
D 
E 
E' 

Included groups and categories 

Hotel luxury, Bungalow luxury, Motel luxury 
Hotel A, Bungalow A, Motel A 
Hotel Β, Bungalow Β, Motel Β, Furnished Flat A 
Guest House A, Boarding House A 
Hotel C, Bungalow C, Motel C, Furnished Flat Β 
Hotel D, Guest House B, Boarding House Β 
Hotel E, Boarding House D 
Hotel E, Boarding House D, Inns. 

Our estimates of the typical cost of a bed refer to classes Luxury, A, Β 
and C only. We have taken Β' to be 15 per cent lower in value than B. Simi
larly, our D is 15 per cent lower in value than C, while E is 80 per cent of D 
and E' is 60 per cent of E. In establishing these relationships we have roughly 
followed the price relationships among these categories and classes as they 
emerge from the minimum and maximum prices per bed fixed by E.O.T. For 
our estimates of the depreciation of capital invested in the accommodation 
industry we have started our calculations from 1955, the year since which an
nual figures of availability of beds have been available from the records of 
E.O.T. The detailed classification of beds has been available since 1961. In 
order to have a uniform series with respect to the distribution of beds from 
the earliest period, we assumed that the average distributional structure of 
additional beds created in the years 1961 to 1963 was the same as in the years 
1955 to 1960. This was considered to be more reasonable than basing our es
timate on that of the long-term trend, as violent changes were depicted in the 
plotted scattergram of the whole historical data. It should be noted that the 
total number of additional beds averaged 1728 a year in 1955-60 against 
15425 a year in the period 1970-78. 
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For purposes of calculating depreciation we have assumed the life of in
vested capital in buildings and plants to be 50 years, as it is done at the Centre 
of Planning and Economic Research, Athens.3 We have also taken capital 
stock in tourism in 1955 to be as estimated by the National Accounts depart
ment of the Ministry of Coordination. It is an estimate based on the 1948 as
sessment of capital stock with annual increases added on to it since then. As 
regards tourism, besides public investment, the private sector investment is 
defined as simply being the long-term loans advanced to hotels by the major 
organized banks. We believe that this does not cover not only all types of ac
commodation in tourism, but even the total investment in hotels. But in the 
absence of any reliable alternative, we have taken the 1955 stock estimate as 
given and recalculated, on the basis of bed-cost per unit, the capital invest
ment in the following years. Thus even if the whole capital had been in
vested, for the first time as early as 1928, its yearly depreciation would have 
been added to the depreciation figures for 1978. 

For our calculations we have taken the net annual increase in the 
number of beds in each of our eight categories and, on the basis of our esti
mate for the typical cost of a bed in 1973, we have calculated net annual in
vestment (at 1973 prices) and then deducted 2 per cent of its cost per year as 
the annual depreciation for the next 50 years, and so on. Thus we have calcu
lated, the total depreciation of capital invested in the accommodation indus
try until 1978. It included the depreciation of all the capital invested since 
1955 as estimated in this work as well as that estimated by National Accounts 
to have been invested until 1955, all at 1973 prices. These figures on depre
ciation at constant (1973) prices were then converted into current prices by 
means of the price indices of Table VILI for the years considered that is, 
1970-78. In order to check our results and for purposes of comparison, we 
converted our estimates, expressed at constant 1973 prices, so that they 
might be expressed at constant 1970 prices; we then used the implicit price 
deflator in the figures on capital formation in tourism (private sector) at 1970 
prices and at current prices, as prepared by the National Accounts (1970-
1976), to express them at current prices. The resulting figures are very simi
lar to our estimates based on the price indices of Table VILI except for the 

3. Th. Skoundzos, Depreciation of Fixed Capital Stock of the Greek Economy 
1950-75 (mimeographed), Centre of Planning and Economic Research (KEPE), 
1976. At National Accounts it is assumed to be 100 years, however. 
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years 1975, and 1976 in which our figures are lower. We believe that in such 
estimates it is safer to err on the lower side. Hence, we regard the estimates 
based on the price indices for building materials as the standard estimates. 
The results are presented in Table VII.4. 

TABLE VII.4 

Depreciation of capital invested in the 
accommodation industry 

(Figures in million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

At constant 
1973 prices 

257.34 
289.97 

345.655 
399.997 
452.887 
485.875 
520.161 
604.249 
660.631 

At current 
prices 

(based on 
Table VILI) 

191.61 
217.21 
267.98 
399.997 
590.28 
648.20 
794.46 

1075.88 
1311.86 

At current 
prices based 

on price 
deflators in 
National 
Accounts 

191.61 
215.476 
279.811 
404.872 
590.29 
671.12 
839.3 

For the purpose of calculating gross capital formation we have used the 
figures on net annual increase in beds in each of our eight classes of accom
modation and multiplied them with the typical bed-cost estimates of Table 
VII.3 and other related estimators (expressed at current prices) as shown in 
detail in Table VII.4. This gives us Table VII.5. 

It should be kept in mind that in the above estimates we have not in
cluded «the private rented rooms» which are registered with E.O.T. and are 
let to tourists for six months (May to October) but otherwise are part of pri-
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TABLE VII.5 

Gross capital formation in the 
accommodation industry 

(million drachmas) 

Year Gross capital formation 
at current prices 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

1214.365 
2085.136 
2143.169 
2644.49 
2146.31 
2287.483 
6421.48 
5019.29 
4652.303 

vate homes. Their registration started in 1972 and figures on them are availa
ble from 1973 onwards. Our reason for not including them is simple; in 
ninety per cent of the cases these are rented by natives, i.e. domestic tourists. 

Our next task is to calculate the share of the depreciation costs of accom
modation to be imputed to foreign tourism on the basis of the ratio of nights 
spent by foreigners to those spent by domestic tourists in all forms of accom
modation, and then to compute the foreign exchange content of this expen
diture. This task requires caution with respect to sectors. In the case of public 
investment in construction and machines we had used . 1 as the import coeffi
cient. Hotels, perhaps, require more of imported material than public in
vestment in general. Our own enquiries about a new A class, 300 - bed hotel 
being built at Olympia in 1978 led to the information that 30 per cent of the 
total cost was in imported materials. Naturally, in C.I.F. prices, the import 
cost would be less. According to Mr Karadontis, article, the import content 
of long-term capital investment in hotels is 6-10 per cent, though he agrees 
that in earlier years the import content should have been higher. Imported 
materials in hotels are the machines for building kitchen equipment, washing 
and cleaning machines, elevators and other special electrical equipment. As 
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a result of higher labour costs and because of a general trend in the modern 
age the share of the capital content, in the form of machines, has increased 
more compared to the share of human labour in the total costs which means 
an increase in the imports of materials in the case of Greece. On the other 
hand, high quality luxury furnishings are being manufactured within Greece 
now and a cost-conscious entrepreneur is expected to prefer native goods of 
high quality. Another noteworthy fact is that some 65 per cent of foreign 
tourist nights against 33 per cent of domestic ones, are spent in high class 
hotels (AA, A and Β classes). The import content of the capital invested in 
high class hotels is naturally much higher than in the case of the lower class 
hotels. We have, therefore, taken 15 per cent of the depreciation costs im
puted to foreign tourism to be the foreign exchange content of the capital in
vested in all forms of tourist accommodation. Table VII.6 gives our final esti
mates. 

The current expenses of the accommodation sector include labour ser
vices, food and drinks, fuel and maintenance of builiding and machines. 

TABLE VII.6 

Costs of the accommodation industry imputed 
to foreign tourists 

(In million drachmas) 

Year Depreciation 
of capital 
invested 

84.08 
115.66 
157.52 
247.68 
316.09 
383.80 
528.47 
707.18 
914.89 

Foreign 
exchange 
content of 

depreciation 

12.61 
17.35 
23.63 
37.15 
47.41 
57.57 
79.27 

106.08 
137.23 

1970 

1971 

1972 

1973 

1974 

1975 

1976 

1977 

1978 
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There are no data or estimates for any of these. Our interest lies in those ex
penses which involve foreign exchange. Assuming that the foreign exchange 
cost of spares used for the maintenance of hotel buildings and machines (in 
the kitchen and in washing, for example) is negligible, we are left essentially 
with food and drinks and fuel costs. Tourists do not take all their food in 
hotels and in any case, we shall try to estimate separately the foreign ex
change cost of food to be imputed to foreign tourism. But fuel costs must be 
considered here. Electricity for lighting and air conditioning and fuel oil for 

TABLE VII.7 

Foreign exchange cost of fuel oil used by foreign tourists 
in accommodation sector 

Year Number of beds 
utilized fully 
by foreigners 

21025 
30760 
30592 
43008 
27984 
40582 
57058 
55696 

Foreign 
exchange 

cost of fuel 
oil used by 
foreigners 
(million 

drachmas) 

14.50 
19.69 
14.72 
20.34 
52.11 
92.36 

142.82 
154.33 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 66728 

central heating and warm water should be the major items involved. It is too 
difficult to calculate separately the foreign exchange cost of the crude oil 
used in the generation of electricity (assuming that the only foreign exchange 
cost of petrol or diesel used in the generation of electricity is the C.I.F. cost 
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of crude oil). We have, therefore, estimated fuel costs with respect to fuel oil 
only. A normal A class hotel of 150 beds requires about 170 tons of fuel oil 
for the heating of water and for central heating. To be on the safe side we 
have assumed the fuel cost to be one metric ton per bed and we have valued it 
at the C.I.F. import cost of the fuel oil as implied in the annual import data 
furnished by the Statistical Service of Greece.4 The fuel costs are imputed to 
foreign tourists on the basis of foreign tourist nights converted into annual 
fully utilized beds by dividing the nights spent by 365. Fuel costs have in
creased tremendously in recent years due to the growth of tourism as well as 
to the rising import cost of fuel oil. Besides food and drinks, then, these costs 
account for the foreign exchange part of the total current costs of the accom
modation industry imputed to foreign tourism. Our estimates are shown in 
Table VII.7. 

4. Bulletin of External Trade Statistics (Quarterly in Greek and French). 
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CHAPTER Vili 

TOURISM AND THE PRIVATE SECTOR - II 

Internal transport 

Internal transport as a means of transportation of persons in general has 
already been considered in two cases of provision of general infrastructure 
by the public sector As these do not constitute reasonable estimates of the 
current costs of general transportation and given that foreign tourists use 
only a tiny part of it and that the major component of current transport costs, 
i.e. labour cost, involves no foreign exchange expenditure, we do not con
sider it to be of any interest to us. The exception is Olympic Airways which 
has already been discussed as part of the public sector. As Olympic Airways 
has been included in the public sector only since 1975, for the years prior to 
that we have to treat it as part of the private sector, that is why its costs in the 
years before 1975 were excluded from Table VI. 14. We are reproducing 
below the estimated costs for those excluded years as already given in Table 
VI.12. 

TABLE VIII. 1 

Foreign exchange costs of Olympic Airways imputed 
to foreign tourism 

(million drachmas) 

Year Current costs Capital costs 

1970 152.20 25.76 
1971 205.83 50.62 
1972 267.52 55.68 
1973, 318.47 85.76 
1974 432.92 99.23 
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Internal travel by car - Car-renting 

Foreign tourists may either use their own cars or rent cars. Car-renting is 
an important tourist service provided in Greece and, in recent years, growth 
in this service has manifested itself through the expansion of old agencies and 
the establishment of new ones. In both cases the increases in the fleets of cars 
have been significant. In 1977 - 78, we conducted a survey of all the car-rent
ing agencies in Athens and Piraeus. Personal visits to the directors or mana
gers of all these agencies were made in order to ascertain the current and cap
ital costs and their foreign exchange content. In order to elicit the spontane
ous cooperation of the respondents, no written questionnaire was handed 
over, but a recorded set of simple informative questions were asked. This re
corded questionnaire is reproduced in an appendix to this chapter. But, in 
many cases, the questions had to be reframed in accordance with the type 
and manner of operation of the respondents. Thus the questionnaire ap
pended here was more of a guide for the author in order for him to remember 
what kind of information was sought, rather than a list of the exact questions 
asked. 

The results have been very satisfactory, as shown by the double checking 
of answers for which opportunities were provided several times in a single in
terview. Moreover the answers follow the general pattern, so closely, that in 
the end it was found that the sum of various figures drawn from the census 
was within 5-7 per cent of the basic calculations made on the basis of a gen
eral pattern. For example, among the big operators, one car covers on the 
average some 28000-29500 kilometres per year. In one case the respondent 
could only tell that one car covers 120 Kilometres per day of work. But on 
further questioning he revealed that some 55 per cent of his cars were laid off 
in the period from October to March, while 20 per cent were laid off from 
April to June, and only for three months (July to September) was the 
maximum number of cars actually used at the rate of 120 kilometres per day. 
Figuring this out exactly it comes out to (.8x91 days + .45x 182 days + 1 x92 
days)x 120 km = 29604 kms per year (i.e 365 days). Thus, we can safely as
sume that on the average, one car covers about 28000-30000 kilometres per 
year. 

The major aim of our enquiry was to find out the number of cars rented 
to foreign tourists and the consumption of petrol by foreigners using rented 
cars. As petrol expenses are the responsibility of the consumers, no recorded 
data are available. Some estimates can be made on the basis of the total 
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mileage done by a car and the normal consumption of petrol per kilometre; 
we tried to collect information to do this. In our case we needed to know the 
extent to which foreign tourists use car-renting services as compared to other 
users. Each car-renting agency has its own clientele. Thus, it was necessary 
to ask these questions directly. 

Most of the information collected by us is not kept in the form of regular 
records by the car-renting agencies except, perhaps, for the number of cars 
they own. Even in this case, however, the actual number of cars on hand 
keeps on changing, as the sale and purchase of cars is a continuous process 
with the agencies. Thus, the figures collected by us refer to the average 
number of cars held in a year by the agencies. This fact was overlooked, 
perhaps, by E.O.T. when it collected this kind of information in 1977, for it 
inquired about the number of cars held on a particular date. 

Once we had collected the information needed, our next task was to in
flate the results to account for the whole of Greece. The minimum necessary 
number of cars for opening an agency in Athens is 15, while it is 12 in Thes-
saloniki and 4-6 in other towns. Major companies have their head offices in 
Greece and we could get information about other centres as well. The 1977 
enquiry by E.O.T. showed that 50 per cent of all the rented cars on the road 
are from Athens alone. We assumed that only one quarter of the cars had not 
been covered by our survey. Thus, according to our estimate, the number of 
rented cars in 1977 came to 4184, while the corresponding E.O.T. figure was 
3.000. Apparently by asking date-specific question E.O.T. had left out 
much. 

In order to estimate petrol consumption per year per rented car we clas
sified cars into three groups: big, medium and small. We assumed that big 
cars cover 6-8 kilometres per litre, medium cars 8-10 kilometres per litre and 
small cars more than 10 kilometres per litre. It should be kept in mind that all 
the cars with the agencies are new cars in fine condition and that after being 
used for 3 seasons a car is replaced by a new one. 

From the national point of view, the purchase of cars by car-renting 
agencies means a net increase in the total demand and supply of cars. There
fore, we had to account for the relevant depreciation costs expressed in 
terms of foreign exchange. All cars in Greece are imported. We have taken 
into consideration only the standard import price of the cars, i.e. net of all 
taxes and profits of importers. In order to calculate depreciation, we as
sumed that a new car depreciates by 50 per cent in the first three years, so 
that the depreciation rate is one sixth of the standard import price. For our 
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calculations we used the 1192 c.c. Volkswagen as the standard for small cars 
and the OPEL Record as the standard for medium and big cars. 

Other capital include furnishings, which for small agencies do not 
amount to very much, and whose annual depreciation we estimated to be 10 
per cent. These work out at insignificant amounts, so we are not giving them 

TABLE VIII.2 

Foreign exchange costs of car-renting services 
imputed to foreign tourists 

Year 

1 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Number 
of 

cars 

2 

1077 
1437 
1782 
2206 
2710 
2943 
3570 
4184 
5289 

Depre
ciation 
(million 

drachmas) 

3 

7.43 
10.67 
15.17 
24.20 
32.86 
46.03 
65.05 
97.30 

147.95 

Cost of 
mainte
nance 

(million 
drachmas) 

4 

0.70 
0.96 
1.20 
1.53 
1.93 
2.13 
2.96 
3.87 
5.33 

Total 
consum-
mption 

of petrol 
(million 
litres) 

5 

1.9 
2.4 
2.9 
4.2 
4.9 
5.9 
6.7 
8.0 

11.0 

Consum
ption in 
terms of 

crude 
(metric 
tons) 

6 

2375 
30000 
3625 
5250 
6125 
7375 
8375 

10000 
13750 

Value of 
necessary 
imports 
of crude 
(million 

Total 
foreign 

exchange 
cost 

(million 
drachmas) drachmas) 

7 

1.14 
1.58 
2.2 
4.2 

12.74 
18.97 
27.47 
33.78 
48.03 

8 

9.27 
13.21 
18.57 
29.93 
47.53 
67.13 
95.48 

134.95 
201.31 

here. The same holds true in the case of the annual establishment expendi
ture and the rents for the buildings. We have therefore taken into account 
only the cars' maintenance costs, sustained by the agencies, and the petrol 
costs, paid by the users. After having calculated the quantities of petrol con
sumed on the basis of the kilometres made by the rented cars, we had to find 
the foreign exchange component involved. Imports are in the form of crude 
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oil which is refined within Greece. Although some 450 kilotons of light crude 
normally give about 73 kilotons of petrol for motor cars, the relationship is 
not fixed. Depending on the quality of the crude and on its price, relative to 
other petroleum products, the relationship may vary to some extent. We also 
had to compare the prices of petrol and diesel as well as of other products to 
reach the exclusive and only product (in this case, hypothetical of motor-
spirit from the imported crude. Prices are considerably affected by taxes and 
other factors. We have, therefore, used current Mediterranean Cargo Mar
ket Prices (average of January 1980) for our calculations to the effect that 
diesel oil is .89 of motor-spirit and that fuel oil is .45 of motor-spirit. At the 
same time we assume the general relationship of 100 crude that is normally 
imported into Greece resulting into 16 petrol (motor-spirit), 32 diesel (gas 
oil) and 52 fuel oil. This gives us 100 crude to some 67.9 petrol for the motors. 
Thus, for every 680 litres of petrol, 1,000 litres or .85 of a metric ton of crude 
need be imported. The import price per ton of crude we used was that re
ported in records of actual imports of crude to Greece in the years concerned 
(1970-1978). These figures are available in various issues of the Bulletin of 
Statistics of External Trade. The results of our survey and our estimates are 
shown in Table VIII.2. With respect to car maintenance costs we have simply 
assumed that imports account for one-third of total costs. As the amounts in
volved are small, final results are not affected much by them. 

Internal travel by private cars 

Table II.4 indicates that 20 to 25 per cent of all tourists come by road. A 
significant number of them come by their own cars and naturally, these 
tourists use petrol imported by Greece for their travel within Greece. From 
1974 to 1978 the government of Greece, through E.O.T. and the National 
Bank of Greece, operated a scheme for the supply of foreign tourists co
ming by private car with petrol coupons which allowed them to purchase pet
rol cheaper than the market prices through a state subsidy. This scheme 
helped us to estimate the amount of petrol consumed by those tourists. The 
scheme came into operation in August 1974. 

We obtained from the National Bank of Greece the total amounts of 
subsidy granted to tourists each year in the form of reimbursements to petrol 
dealers who had sold petrol to coupon-holders at prices lower than the mar
ket price according to government regulations. We also calculated, from the 
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total sales of coupons to tourists for super and regular petrol, the average 
subsidy allowed to them per litre of petrol and we assumed the average for 
Attica to be the national average. By dividing the total subsidy paid by the 
average subsidy per litre, we found the approximate number of litres of pet
rol consumed by tourists. As in Table VIII.2, we converted the number of 
litres into tons of crude and on the basis of the actual quantities imported and 

TABLE VIII. 3 

Foreign exchange costs of petrol used by tourists 
coming by private cars 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Petrol 
consumption 

in litres 
(millions) 

18.08 
25.45 
29.16 
37.46 
22.96 
29.46 
46.33 
62.35 
98.02 

Petrol 
consumption 

in terms of 
crude (metric 

tons) 

22600 
31813 
36450 
46825 
28700 
36825 
57912 
77938 

122525 

Foreign 
exchange 

cost of imported 
crude 

(million 
drachmas) 

10.89 
16.77 
22.34 
37.04 
59.70 
94.71 

189.95 
263.28 
427.98 

their prices we arrived at the amount of foreign exchange ̂ pxressed in mill
ions of drachmas to be imputed to foreign tourists for the consumption of 
petrol. In order to obtain the annual total for 1974 using the figure's availa
ble, i.e. for the 5 months from August to December, we inflated these figures 
based on the ratio of the number of tourists coming by road during these 5 
months to the total number of tourists coming by road throughout the year. 
For the years 1970 to 1973 we tried to make the regression of petrol con-
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sumption on road arrivals. Regression is not significant and estimated values 
turn out rather negative. We also tried to make simple least square trend and 
again we get the negative estimates because of very heavy increase in the 
total number of road arrivals. It should be noted that in 1970 arrivals by road 
were 283.5 thousand, while in 1978 they were 1039.93 thousand. Even the 
ratio of arrivals by road to total arrivals ranged from 22 to 25 per cent in the 
last four years considered, while it had ranged from 20 to 21 per cent in the 
first four years of the decade. In making our calculations, therefore, we fol
lowed the simplest course possible: we multiplied the average consumption 
of litres per road arrival for the years 1974 to 1978 by the number of arrivals 
by road from 1970 to 1973 to get an estimate of the petrol consumed during 
the latter period. The results are presented in Table VIII.3. 

Internal transport - Tourist buses 

Our estimates of the foreign exchange cost of tourist bus travel were 
based on data provided by the Ministry of Transport on the number of tourist 
buses available as well as on information regarding the use of tourist buses 
provided by the General Panhellenic Association of Professional Private 
Bus Operators and by the Federation of Motorcoach Owners and 
Operators. Naturally the figures referring to the way buses are used are esti
mated, averages based on the impressions of people who have had long ex
perience (of several decades) in the field. We had no reason to believe that 
these people were biased. 

We assumed that, on the average, one tourist bus covers 70,000 
kilometres a year that is 300 kilometres per day during the high season and 
150 kilometres per day in the off-season period). We further assumed that 
foreign tourists accounted for only 30 per cent of that, while the rest was ac
counted for by domestic tourists, use by schools, etc. This means that foreign 
tourism accounted for about 21,000 kilometres per available bus. A bus 
spends, on the average, one litre of diesel for every 3 kilometres. This means 
that for foreign tourism alone 7,000 litres of diesel are required per bus each 
year. In order to allow for possible errors, preferring always to err on the 
lower side, we have not taken into account the cost of oil and accessories. 

With respect to the number of buses we have used the'figures published 
in the Bulletin of Transport and Communication Statistics (in Greek only) in 
its annual issues of 1973 to 1978. Unfortunately, the published figures cover 

- 1 5 4 -



__ c 60 5 cd 
^ £Ρ c « .2 Ρ 
ο 

00 

Ο = J3 

" G ä 

ι- aß Ja » cd 

•SP ο ~ 'S .2 I 
*=· J? Η Ο -S "Γ! Ο Ο 

c 
ο 

•- g U ο 

i s ö a g 
c .S ο ^ 
ο 

— -s M 

c 
.2 _ 
Ou S? Ο 
C ω .-a ya 

g O w 

υ 

c 

•Sil 

. O S/3 

<u 

i — i r o s O - ^ - i o r o i r i t ^ - ^ -

0\ ' ί H rH « i-i ö r i r i 
^H ,-H r-t (N 

o >o c» oo r- • * 
l/Ί Tf 00 Γ- <-H H 

0 0 ^ - O \ 0 0 0 N O ( M O O 

m c ^ ( s m o c » o o r ^ t — ι 

H H H H H H H ( N 

C 0 < N O O > / - > C N O 0 0 < ? \ 
Ο Ο ο Ι Ο Η Ν Γ Λ ί η ' Ο Μ 

H O O O O i C M i i ' t O Q 
, * ' - ; r n c ~ ; ' - H O N ' - ; f n o 

f N f S c n ' ^ - ^ t ^ o o o o m 

ι — i f n T t > n r - o o r - H T t r ^ 

O i - H c s m T t m v o f - o o 

- 1 55-



only the period from 1970 to 1975. For the years after 1975 we have esti
mated the number of buses from the records of the association of bus 
operators. We calculated the depreciation costs of tourist buses in current 
1976 Athens market prices and converted them into current prices by apply
ing the implicit price deflators to the amounts, expressed in current and con
stant prices, of net capital stock in the «motor-vehicles» sector in the Na
tional Accounts. Depreciation was assumed to be 8 per cent per year, while 
the import content was estimated to be only 33 per cent of the market price. 

We still had to express the amount of diesel oil consumed in terms of 
necessary imports of crude. As we did in the case of rented cars, we estab
lished the general relationship between crude and oil products, and then 
converted all oil products other than diesel into diesel alone using Mediterra
neans Cargo Market Prices. Thus, we found that 100 parts of crude corres
ponded to 76 parts of diesel oil, or that 1 million litres of diesel corresponded 
to 1118.42 metric tons of crude. As previously, we calculated the foreign ex
change component of crude oil imports based on the actual values and quan
tities of imports in relevant years. Results are shown in Table VIII.4. 

Internal transport - Sea cruises 

By cruises we mean here that part of internal shipping which takes 
tourists on a holiday of limited duration within Greek waters. If a cruise ship 
goes beyond the Greek islands after having stopped there, we take into ac
count only that part of its itinerary which is of relevance to us. 

Shipping is the most promising sector of the Greek economy and, before 
tourism surpassed it, it was the single most important earner of foreign ex
change for Greece. For purposes of research, however, shipping is the most 
difficult industry to approach as the entrepreneurs are seldom willing to pro
vide directly the relevant statistics.1 

We made a survey of all cruise companies to get information on the total 
and foreign exchange costs of the services. The companies were requested to 
at least give us information on the average cost of an average day of opera
tion and on how this cost was distributed over various items. All but one 

1. E. Pantilidis, «Contribution of Merchant Shipping to Balance of External Pay
ments», in Naftilia, July 1979, pp. 6-7 (in Greek). 
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company cooperated. Unfortunately this was one of the most important 
companies. It was however, prepared, to disclose the tonnage of its cruise 
ships! We had, therefore, no choice but to apply to its ships the cost figures 
available for comparable ships belonging to other companies. Operators 
generally agreed that costs don't vary much for ships of equal tonnage. 

With respect to the number of days of operation in Greek waters, we re
lied upon the information given to us by the companies themselves, except in 
the case of Epirotiki Lines in which the relevant information was drawn from 
their advertisement brochure. There were 9 cruise ships operating in Greece 
in 1970 with gross tonnage of 44,950. By 1978 the number of ships had grown 
to 22 with gross tonnage of 109,310. Our enquiries indicated that, of the total 
costs of operation, 30 per cent are for fuel consumption, some 6 per cent for 
advertisements abroad and 7 per cent for depreciation of capital. Overall, 
about 55.60 per cent of total costs are in foreign exchange. 

In the case of shipping two very important factors complicate matters. 
Firstly, it is not sure whether earnings from shipping relating to cruises in and 
around Greek ports are included with tourist earnings or shipping proper. 
The question is very important for us. For, if they all count as receipts from 
the shipping industry, then we are not justified in charging the costs to 
tourism. But the situation is not very clear. We know, however, that those 
cruise tickets that are bought within Greece (mostly through tourist agencies 
here and in drachmas, since dollars are supposed to have already been con
verted into drachmas) are counted as tourist earnings. We supposed that all 
bookings for cruises made abroad are credited directly to shipping receipts. 
Thus, we asked each company and for each ship to give us the percentage of 
total bookings that are made within Greece. Therefore, we also took only a 
corresponding percentage of total costs into consideration. In many cases 
the percentage is as low as ten per cent of the total. 

The other complicating thing is that shipping companies are allowed to 
have their own separate foreign exchange accounts and they can draw on 
them, purchase the required foreign goods within foreign ports and use them 
on their ships while the latter are in the sea. These purchases may not be 
counted among general imports at all, yet, for our purposes, they do consti
tute tourist costs which should be taken into account insofar as they corres
pond to tourist receipts from internal bookings. Furthermore, in this case the 
total cost of imported goods and services is equal to the foreign exchange 
cost. 

It should also be noted that the cost of food and drinks served on ships is 
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not included here as we shall refer to our macro-estimates of food imports for 
tourism later on in this work. However, the information collected about the 
food requirements per person on cruiseships was very helpful to us when we 
estimated tourist expenditure on food. Our estimates with respect to cruises 
are given in Table VIII. 5. We have assumed fuel costs to be 50 per cent of the 
total foreign exchange costs because the latter are 55-60 per cent of total 
costs, while fuel costs are 30 per cent of total costs. In the same way, depre
ciation costs have been assumed to be 12 per cent of total foreign exchange 
costs. We might mention that the data on costs for Table VIII.5 were col
lected and estimated directly in dollars, but they have been presented here in 
drachmas for easy comparison with the data in other tables. The conversion 
of dollars into drachmas was done according to the average exchange rates as 
provided to us by National Accounts of Greece.2 It was taken for granted 
that only foreigners go on cruises. 

Internal transport - Yachting 

Yachting is another important tourist service. The relevant information 
was supplied to us by the Hellenic Professional Yachting Association. Thus 
the method of estimation here is the same as that followed in the case of 
tourist buses. 

Yachting, like cruises, is almost exclusively patronized by foreign 
tourists. We have assumed that ninety per cent of the yachting services is 
used by foreign tourists. As in the case of car-renting services, expansion has 
meant an increase in the number of boats and in recent years there has been a 
much greater increase in the number of small boats than of the big ones. 

Small boats are those of less than 20 horse power, while big boats range 
from 20 up to 400 horse power. The modal group in the latter case is of boats 
with 300 horse power. Big boats consume 300 litres of gas oil per charter day, 
while the corresponding amount for small boats is 20 litres. On the average, a 
boat is chartered for 100 days per year - the average being the same for big 
and small boats. This means that we can count annual gas oil consumption to 
be 30.000 litres per big boat and 2,400 litres per small boat. Total oil con-

2. Provisional National Accounts of Greece (Ministry of Coordination, Athens, 
1979), p. 96. 
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sumption has been converted into crude and then expressed in terms of 
foreign exchange as before. 

We should also take the depreciation cost into account. In fact, 80 per 
cent of the boats are imported. Assuming the life of each boat to be 50 years 
we calculated, in constant 1976 prices, the capital costs and depreciation 
costs of charter yachts. The figures on depreciation costs were converted into 
current prices by applying the implicit price deflator to the figures on net cap
ital stock in the merchant marine as calculated by National Accounts of 
Greece. The results appear in Table VIII.6. 

Internal transport - Taxis and foreign private buses 

Taxis are used by the local population as well as by tourists, but our en-

TABLEVIII.7 

Estimates of foreign exchange costs of the use 
of taxis by foreign tourists 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Number 
of 

taxis 

9490 
11346 
14585 
16233 
17184 
18011 
18800 
19700 
20000 

Consumption 
of petrol 

imputed to 
foreign 
tourists 

(in million 
litres) 

2.60 
3.10 
3.99 
4.44 
4.70 
4.93 
5.15 
5.39 
5.48 

Petrol in 
terms of 
crude 

(metric tons) 

3250 
3875 
4988 
5550 
5875 
6162 
6438 
6738 
6850 

Foreign 
exchange 

cost of 
import of 

crude 
(million 

drachmas) 

1.57 
2.04 
3.05 
4.39 

12.22 
15.85 
21.12 
22.76 
23.93 
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quiries to taxi-associations revealed that the use of taxis by foreign tourists is 
insignificant compared to total use. There were 9,490 taxis in Greece in 1970, 
but their number increased ttTaround 20,000 by 1978. In the Greater Athens 
area, however, the number of taxis was kept in check in the last few years 
under consideration. 

An estimate made by E.O.T. in 1974, before the introduction of petrol 
coupons for tourists, had assumed that a car uses on the average 15 litres per 
day. We have assumed the same for taxis and also that tourists use only 5 per 
cent of the services of taxis in a year (assuming that taxis have half of their an
nual business during the tourist season and foreign tourists account for 10 per 
cent of that). We used the figures on the number of taxis provided in the Bul
letin of Statistics of Transportation and Communication.3 As before, our es-

TABLEVIII.8 

Foreign exchange cost of private sector-internal 
transport imputed to foreign tourism 

(million drachmas) 

Year Depreciation Cost of Total 
cost of fuel and costs 
capital other 

current 
costs 

1970 
1971 
1972 
1973 
1974 

1975 
1976 
1977 
1978 

79·.62 

112.52 
130.12 
183.64 
228.03 
166.07 
230.11 

315.06 
425.35 

283.27 

344.81 
424.54 
526.94 

758.55 
399.12 
573.39 
703.31 
909.18 

362.89 
457.33 
554.66 

710.58 
986.58 
565.19 
803.50 

1018.37 
1334.53 

3. National Statistical Service of Greece (Annual) latest for 1975, Table II.4, 
p. 20. 
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timates of petrol consumption have been converted into crude imports for 
the calculation of the foreign exchange cost involved. 

Foreign private buses are those that bring in tourists from abroad by 
road and are also used to transport the tourists within Greece. We have not 
been able to get the relevant figures on such buses, including their mileage 
within Greece. We have not considered them here both because of their in
significance and for lack of data. 

We can now sum up our discussion of the private sector as far as internal 
transport is concerned by adding up the totals of Tables VIII. 1 to VIII. 7. The 
totals are presented in Table VIII.8. 

The decrease in the totals after 1974 is due to the exclusion of Olympic 
Airways which was nationalized and has been included in the public sector 
since 1975. The rise in the price of crude imported from abroad explains the 
rise in costs after 1975. 

Provision of reading material for tourists 

Normally it should be very difficult to estimate the costs of providing 
foreign language reading material to tourists. The amount involved is not 
very big, in any case. But happily for us there are only two principal agencies 
which monopolize the import of reading material in foreign languages. 
Through our personal interviews with the managing directors of these agen
cies and by going through their balance sheets we were able to make the esti
mates shown in Table VIII.9. After having obtained the figures of annual 
turnover and foreign imports for a few years, we were able to make estimates 
of the expenditure on imports for the period from 1970 to 1978. The figures 
attributed to foreign tourism were calculated on the basis of increased sales 
during the tourist season and on information from sales outlets. Approxi
mately 60 per cent of the imported material is absorbed by foreign tourists. 
But the total expenditure under this heading is not big enough to affect our 
results. 
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TABLE VIII.9 

Costs of imports of reading material for foreign tourists 
(million drachmas) 

Year Foreign 
imported 
reading 
material 
- import 

value 

14.5 
16.2 
22.6 
26.7 
32.7 
38.8 
55.0 
66.7 
90.0 

Inputed to 
foreign 
tourists 

8.7 
9.72 

13.6 
16.0 
19.6 
23.3 
33.0 
40.0 
54.0 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Payment of foreign capital labour and goodwill 

In this section we consider the payments in foreign exchange for the cap
ital invested, labour employed and goodwill purchased (use of foreign brand 
names, technical resources and money) for tourism and in the tourist indus
try. Naturally, there can be only indirect estimates made, as the establish
ments involved refused to supply us even with the copies of the agreements 
made with parent firms. We tried to use the ratio of foreign capital invested 
in tourism (hotels, travel agencies, etc.) to total foreign capital invested 
under law 2687/1953 concerning the import of foreign private capital. 

Unfortunately there are not any data available on the amount of foreign 
capital imported under this law broken down according to industry except 
for the last few years considered and that only in the form of approvals. How
ever, figures on the foreign investments realized up to 30th June 1979 are av
ailable by sector and by industry. Of the total actual investments amounting 
to 1430.312 million dollars, the tourist sector (hotels and other tourist enter
prises) absorbed investments amounting to 73.97 million dollars, giving us a 
ratio of 5.17 per cent. If we consider the investments currently under ap-
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provai, the ratio is almost the same (i.e. 5.33 per cent). These figures were 
personally obtained from the records in the Ministry of Coordination. From 
the published figures of the Bank of Greece on foreign exchange payments4 

we obtained the figures on payments made abroad on account of interest, di
vidends and profits (private account), commission for representation, pay
ments for salaries and rewards of foreign personnel and payments for patent 
rights for the years of our study, that is 1970 to 1978. 

We assumed that 5.17 per cent of these international payments can be 
attributed to the tourist industry, 5.17 being the ratio of the import of private 
foreign capital invested in the tourist industry to the total private foreign cap
ital imported for productive purposes. We calculated the part of the total to 
be imputed to foreign tourism using the ratio of foreign tourist nights to total 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

TABLE VIII. 10 

Private payments 

Foreign 
payments 
for capital 
and other 

rights 

1857.21 
2189.37 
2716.62 
3710.36 
4276.11 
4583.79" 
6108.57 
7235.02 

7188.512 

abroad for foreign tourism 

Amount 
attributed 
to tourism 

96.018 
113.190 
140.449 
191.826 
221.075 
236.982 
315.813 
374.051 
371.646 

(million drachmas) 

Amount 
attributed 
to foreign 
tourism 

63.47 
80.36 

105.34 
147.90 
152.76 
173.71 
251.39 
294.38 
304.01 

4. Bulletin of External Payments of Greece, Table on Invisible Payments (in 
Greek). 
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tourist nights in deluxe, A and Β category accommodation*. The results, 
converted into drachmas, are in Table VIII. 10. 

It is important to make a note about the assumption underlying our deci
sion to use the above figures on international payments for investment in 
tourism. We assumed that the initial foreign investment that went into 
tourism was to flow into the country in any case. It went to the tourist sector 
because of its greater profitability; otherwise it would have gone to some 
other sector of the Greek economy. 

Tourist offices and agencies 

There were no official records on the number or on the workings of 
tourist agencies in Greece until 1978. A law was passed as late as 1977 
whereby formal permission is required to start and function as a tourist 
agency. In 1978 there were 1,345 tourist offices providing their services to 
both internal and external tourism (including Greeks going abroad) in addi
tion to 439 offices which served internal tourism alone. There were, in addi
tion, 12 travel agencies. There was no office or agency which was exclusively 
working with foreign tourists. 

In the privately published, but widely circulated, Financial Directory of 
Greek Companies (ICAP) financial data on working capital, depreciation, 
revenue, losses and profits are provided concerning the reporting companies 
on an annual basis. But all companies do not report, nor do the reporting 
companies report regularly. In the 1979 edition of ICAP the data referring to 
1977 and 1976 showed tourist companies (excluding hotels) to include 169 li
mited liability firms and 20 corporations. 

In addition to the lack of complete data and the fact that no reasonable 
way can be found of separating external tourism from total tourism, there is 
one more consideration that makes us exclude travel agencies and tourist 
companies from our study. These companies and offices only book hotels 
and internal travel for tourists from abroad. Only in the case of big agencies 
private buses for excursions are owned and operated by them as well. But we 
have already accounted for the latter in our study of internal transport. 
Furthermore, the working expenses of the agencies do not involve any 

* We include here deluxe, A and Β class hotels and furnished flats. 
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foreign exchange. Payments to booking agencies abroad are netted before 
tourist receipts are reported. We may well assume that the depreciation costs 
of office machinery and buildings in terms of foreign exchange that can be 
imputed to foreign tourism are insignificant. 

We have, therefore, not included tourist agencies as such for the calcula
tion of foreign exchange costs incurred for foreign tourism. 

Food and drinks for foreign tourists 

This is an important item of expenditure for tourists and a difficult one to 
treat here. Obviously, there are no data available on the total consumption 
of food and drinks by foreign tourists, not to mention the foreign exchange 
content of their consumption. We have to make some global estimates on the 
basis of tourist arrivals or tourist nights. 

We have, of course, data on imports of food, meat, live animals, bever
ages and tobacco. Of the SITC code number 0 and 1 we can exclude «feeding 
stuff for animals» (081) and «unmanufactured tobacco» (121) as unconsuma-
ble items. For the rest we have to apportion the imports to natives and 
foreign tourists. There can be more than one plausible assumptions made 
here. 

On the one hand, one may assume that foreign tourists come to try and 
consume only Greek food and drinks and thus the entire amount of imports 
are consumed by Greeks who prefer foreign food and drinks. In this case, no 
foreign exchange costs for food and drinks are involved with respect to 
foreign tourism. This assumption, however, must be rejected on the ground 
that most of Greek imports of food and drinks are standard items like fresh 
meat and milk the consumption of which does not involve national prefer
ences. More importantly, the available home supplies are not sufficient for 
all - tourists as well as Greeks themselves. If it were a question of preference 
for foreign food alone, then with the increase in incomes there should be less 
consumption, and therefore also production, of the native varieties of food, 
or at least there should be a relative increase in the exports of these products, 
as Greeks turn more to foreign food. Actually the local production of food 
increased at a high rate in the last decade. For example, meat production in
creased by 45.7 per cent from 1971 to 1977, and milk production increased by 
21.6 per cent from 1971 to 1976, while, at the same time, fresh meat, milk 
and cream together constituted 45 per cent of the total import bill for food 
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and live animals (SITC code number 0) in 1977. If we include dried meat, 
meat offols, butter and cheese the proportion of these goes up to 50 per cent 
of the food import bill, the other half being imports of fish, cereals, vegeta
bles, fruit, sugar, honey, tea, coffee, spices, margarine and other edible pro
ducts. We repeat, therefore, that the increase in the imports of standard 
items of general consumption means that without imports the home supplies 
do not suffice. 

Our next step should be to apportion the cost of imports between foreign 
tourists and residents. Before we do that one thing should be made clear. For 
our analysis, it is not important whether foreign tourists actually consume 
the imported items, in order for them to be counted in as an addition to the 
total import bill for tourism. Even when they consume the domestic Greek 
products and thereby reduce the supply available to the residents, so that 
food has to be imported, this clearly constitutes an addition to the import bill 
due to foreign tourism. Of course, the long term implication of this 
phenomenon should be an increase in the domestic production of these pro
ducts, but until that happens food has to be imported, especially when the 
tourists themselves provide the financial means for doing that. It is, how
ever, possible that the economy may continue to inflate its import bill for 
these products, if it has a comparative advantage in producing and exporting 
some other products. This means that with tourism and the imports required 
for it, it is possible to decide rationally whether to produce for import sub
stitution or for export expansion. Our purpose here is to mention the impli
cations involved, even if tourists do not actually consume the imported 
items. 

In a country like Greece, where to the total population of 9.35 million 
(mid year estimate for 1978) 4.7 million tourists and another half a million 
cruise passengers are added each year (see Table II. 1), we are justified in 
claiming that the entire food bill of foreigners makes additional imports 
necessary. 

But how much do foreigners actually consume is a somewhat difficult 
question to answer. Foreign tourists belong to different nationalities, diffe
rent income groups and different age groups. But we have seen that the rich 
West European countries, the U.S. and Canada are responsible for some 80 
per cent of total tourist arrivals. In terms of tourist nights the presence of 
Western Europe is even more pronounced (Conf. Chapter II). We can, 
therefore, take the average West European standards of consumption as ap
plying in the case of foreign tourists in Greece in general. It should not be 
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forgotten that the average consumption standards of a tourist should proba
bly be higher than the average of the total of his own countrymen because he 
represents a very small specific proportion of his native population (conf. 
Chapter I). It may be, moreover, expected that the average daily food con
sumption of the same person as a tourist abroad is much more than in his nor
mal life, for he is on vacation in a foreign country, in a holiday-mood and is 
spending from his savings as well as from his income. Thus, the average 
European standards of consumption (in quantities) are probably representa
tive of all tourists as a group, even though a small proportion of tourists come 
from other, less rich, countries. 

For our purposes, therefore, we have taken the average annual con
sumption per head of foodstuffs, drinks and tobacco in the 9 members of the 
European Economic Community as being representative of the consump
tion standards of all tourists in Greece. We have used the 1974/75 figures as 
the median of all the years considered in this work, assuming that 3-4 years 
before or after do not make much of a difference. These figures are available 
in the official publications of the EEC.5 Figures for cereals, vegetables, 
meat, butter, milk and wine are already given as community averages. For 
fish and tobacco we have used the simple arithmetic mean of the figures for 
the 8 members (Luxembourg is excluded). All figures refer to 1974-75, ex
cept for the figures for wine, which refers to 1973-74, and tobacco, which re-

Item 

Gere als 
Vegetables 
Meat 
Fish 
Butter 
Milk 
Wine (alcoholic drink) 
Tobacco 
Coffee 

Annual Quantity in 

Per head 

83 
98 
82 
14 
5 

103 (in litres) 
67 (in litres) 
3.2 

10.4 

Kilograms 

Per adult 

94.0 
110.98 
92.86 
15.86 
5.66 

116.65 
75.88 
3.62 

10.40 

5. E.E.C. Commission, Report on the Development of Social Situation in the 
Communities in 1976 (Brussels, April 1977). Table 210 D, Statistical Survey, VI. 
Standard of Living. 
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fers to 1975. We have added coffee to our list on the practical assumption 
that one kilogram of coffee suffices for 70 standard cups and that, on the av
erage, one person takes two cups a day (including breakfast). We give in 
page 169 the consumption standards we have used. 

We have not taken sugar, eggs, marmalade/honey, fruit, oils and fats 
into consideration assuming that there is a surplus of these available within 
Greece and that the quantities of such things, if imported, are only for Greek 
residents preferring the foreign equivalents. 

This is not to say that in such cases no indirect foreign exchange cost is in
volved. The commodities of tourist consumption, whose domestic produc
tion suffices for satisfying total demand without imports or which may even 
be currently exported, can be considered an indirect drain on foreign ex
change on one account. This is on the assumption that, in the event of zero 
foreign tourism, the entire current consumption of foreign tourists could be 
exported to them in their respective countries. 

We have not included these estimates into our calculations on two 
grounds. One, we do not subscribe to this assumption and its implications. 
Under this assumption, the entire consumption of all tradeable goods by 
foreign tourist is the foreign exchange cost of tourism and it implies that all 
foreign tourists are already confirmed addicts of tradeable products of the 
country to be visited. As they visit more than one country on one trip, it 
further implies addiction to foreign goods roughly in the proportion of the 
number of nights spent in each country. Our second reason for not including 
these estimates is obvious; that is, we are stressing and calculating only the 
direct foreign exchange costs and not to indirect ones which form part of a 
broader analytical framework. The latter is beyond the limited scope of this 
study. 

In order to translate the average consumption amounts of these com
modities into figures of foreign exchange required for foreign tourists we 
have used the figures on foreign tourist nights and the averages import prices 
of these commodities taken from data on the foreign trade of Greece accord
ing to the SITC (revised) classification. Preferring to err rather on the lower 
side, we have taken fresh fish and fresh meat for fish and meat respectively, 
wheat flour for cereals and unmanufactured tobacco for tobacco.* For milk, 

* We took the import price of wheat flour only, although most of the cereals are im
ported in the form of cereal preparations. 
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we used the only available figures, i.e. those for evaporated milk or cream. 
We have used half the import price for our calculations. Table VIII. 11 gives 
the results of our calculations. The sharp increase in the value of some im
ports reflects increases in international prices as well as an increased tourist 
flow. It may well be pointed out here that the recorded nights which are used 
here to measure the flow of tourists are incomplete in two respects. Firstly, 
we have not included nights spent in private rented rooms for which there are 
data available only for the past few years. Secondly, a lot of tourists stay with 
their relatives and friends. These may constitute a significant number, at 
least insofar as Greek residents abroad who come as tourists to their native 
land are concerned. We have also excluded cruises passengers who spend 
their nights in the ship but may eat outside at times. In recent years, some 
young tourists sleep out on beaches and in the open to save on hotel expenses 
and to enjoy the Greek summer weather. No estimates are available for all 
these, however. 

But even for the tourists for whom data are available, the food and 
drinks per tourist night which is 1.2 dollars, is very small. This means that the 
greatest part of the expenditure on food consists of the value added for its 
preparation and for service. We have, of course, made our estimates on the 
basis of raw food at C.I.S. import prices. 

Purchases and souvenirs 

As Greece is a country with a strict foreign exchange control system with 
high tariff duties on articles of common consumption, and as most of the 
tourists come from the rich, industrialized West European Countries, there 
are no special bargain for purchase by tourists here, except for common 
souvenirs, handicrafts and perhaps, clothes and leather goods. None of these 
involve the use of imports for their production here. Therefore, we have not 
considered them at all as being of no significance for our purposes. 

We can now add up the foreign exchange costs of all the important items 
in the private sector to get the total costs in that sector. The totals appear in 
Table VIII. 12. 
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APPENDIX TO CHAPTER Vili 

QUESTIONNAIRE (used in the survey of car-renting agencies) 

1. Title of the company, agency or establishment. 

2. Number of other agencies and their addresses which work with or under 
this agency. 

3. Average number of cars offered for rent from 1970 to 1978 in broad 
categories of Big, Medium and Small cars. 

4. (a) Number of kilometres per year/per season an average car in each 
category runs on rent, 

(b) If differences over different years, then these may be pointed out. 

5. Normal petrol consumption (in litres/kilometres) of the cars you have. 

6. (a) Of the total kilometres run, the proportion accounted for by Greek 
residents relative to foreign tourists, 

(b) If differences over time, these may be pointed out. 

7. After how many years or seasons do you renew your stock, i.e. sell the 
old car and get a new one instead. 

8. (a) During the last 8 years, how much of the original cost do you recover 
when you sell, 

(b) What part of the price of a new car is financed by the sale of an old 
car in the same category. 

9. How much do you spend on the maintenance of a car with you: (a) in 
labour, (b) in accessories and servicing, (c) in insurance and taxes, (d) in 
other costs. 

10. What are your other business expenses: (a) labour and accounts, (b) 
rent of building or/and garage, (c) office equipment and furnishing, (d) 
telephone, light and water, (e) other expenses. 
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11. How much rent on buildings and wages to employees have you been 
paying during the last 8 years? 

12. How many cars, by category, do you plan to add to or take out from your 
present stock of cars for rent. 

13. Do you like to tell us about any special problems in your trade which 
need attendance and solution by the E.O.T. or the government. 
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CHAPTER IX 

THE FOREIGN EXCHANGE COST OF TOURISM IN GREECE 
NET IMPACT 

We started our study with a review of some important economic issues 
related to foreign tourism and had concluded that the balance of payments 
position is an issue of primary practical significance, though socio-cultural 
factors and long-term strategic aims of the economy should constitute the 
framework within which to decide on whether to opt for further growth, or 
for greater speed in the growth, of tourism. We pointed out that a review of 
the increase in world tourism shows that, in general, the underdeveloped 
third world has benefitted little from tourism, while prospects do not seem 
bright either. Our conclusion was that whether a case for or against tourism 
can be made depends primarily on the specific country involved and is a mat
ter to be studied. 

The main aim of our study has been to investigate and estimate the net 
impact of tourism on the balance of payments of Greece over the decade of 
the seventies, specifically from 1970 to 1978. After a descriptive review of 
the development of tourism in Greece in recent years, we studied the posi
tive impact of foreign tourism on the balance of payments. Next, we iden
tified the tourist industry as one involved in the provision of various services 
to foreign tourists and tried to estimate the foreign exchange content of all 
costs or expenditures incurred in the course of providing these services both 
by the public and by the private sector at the micro level. 

We shall conclude this study by first presenting the results of our estima
tion of foreign exchange costs or expenditures along with the positive impact 
of foreign exchange receipts on Greece. We shall then analyse and discuss 
the implications of our results within the broad framework of tourism and 
the economy. 
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Results 

The foreign exchange costs of foreign tourism as presented in Table 
VI. 14 and Table VIII. 12 are added and converted into million US dollars so 
that they may be compared with the figures on foreign exchange receipts. 
The conversion, as always, is done at the average annual exchange rates used 
by National Accounts of Greece. Thus, both the positive and the negative 
impact of tourism are presented together in Table IX. 1. As is evident from 
the column of foreign exchange expenditure, our A and Β estimates, based 
on alternate ways of pricing fuel, hardly make any difference with respect to 
totals. Henceforth, we shall use only the A estimates for our conclusions 
which hold good for Β estimates as well. By subtracting the negative impact 
from the positive impact, i.e. the foreign exchange expenditure from the 
total receipts from foreign tourism, we get the absolute amount of the net im
pact of tourism on the balance of payments of Greece for the years 1970 to 
1978. 

As Table IX. 1 reveals, this net impact, which is obviously always posi
tive, increased from 169.98 million dollars in 1970 to 1,185.89 million dollars 
in 1978. This means that the net impact increased sevenfold in the course of 
nine years. Like any businessman, the economy is not so much interested in 
maximizing the net monetary benefit from tourism per foreign tourist item of 
consumption as in maximizing the total amount of net benefit. In the same 
way, whether the foreign exchange expenditure has its origin in the public or 
the private sector is not so important as is the net amount involved. 

It is very interesting to calculate, then, the net per capita benefit to 
Greece from tourism. The benefit in foreign exchange per person per year 
was 19.33 dollars in 1970, 52.02 dollars in 1973 and 126.83 dollars in 1978. 
Thus, from 1970 to 1978, the net benefit increased by 6.6. times, almost the 
same as in the case of the total absolute increase. This is because an increas
ing flow of foreign exchange was received by an almost stationary popula
tion, the rate of growth of which was only 6 per cent over the period 1970-
1978. 

It is equally interesting to compute the total negative impact, i.e. the ex
penditure on tourism in foreign exchange as a percentage of the gross foreign 
exchange benefit from tourism or of the foreign exchange receipts. This has 
also been done and, from Table IX. 1, we find that it came down from 12.20 
per cent in 1970 to 10.59 per cent in 1978. However, the average during the 
first four years of the decade was 10.415 per cent while during the following 
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four years it was 11.11 per cent. This suggests a slight increase. But the ratio 
continues to vary from 10 to 11 per cent. We may say that ninety per cent of 
the tourist receipts stay within Greece even after paying for a part of the 
tourist services in foreign exchange. Although the negative impact of 
tourism on the balance of payments as a percentage of the positive effect is 
slightly higher now than it had been at the start of the decade, yet the positive 
impact of tourism is still some nine times the negative impact. Thus the gap 
between the two continues to be very large. In fact, tourist expenditure in 
foreign exchange has not yet reached the level of foreign exchange receipts 
at the start of the decade, while receipts have meanwhile risen to 7 times that 
level. 

The slight increase in the negative impact in recent years is due to the ab
normally high increase in the price of crude oil. But, as a considerable part of 
the market price of petrol and diesel can be attributed to the value added 
within Greece and as tourists pay the market price (except for the subsidy 
granted to them from 1974 to 1978 only) for these, the net beneficial impact 
of tourism on the foreign exchange front will continue to be very significant. 

A comparison of foreign exchange receipts and foreign exchange expen
diture per tourist night is also very interesting. The former increased from 
25.2 dollars in 1970 to 37.98 dollars in 1978, while the latter rose from 3.08 
dollars to 5.76 in the same period. But the receipts per tourist night were 43 
to 44 dollars in 1974 and 1975 respectively and 48 dollars in 1977. As more 
tourist nights are spent due to the higher tourist flow, overhead capital ex
penses are spread over a greater number of nights and expenses per tourist 
night increase mostly due to higher current expenses. But after a certain 
number of years, more capital is invested and costs increase proportionately. 
However, the short-run increases due to price movements are more impor
tant. Prices of tourist goods are to some extent controlled or at least allowed 
to rise at a steady rate in a country like Greece. But prices on the receipts side 
are affected by the fluctuations of the dollar relative to the other currencies. 
Table III.4 shows that the European members of OECD account for some 50 
per cent of total foreign exchange receipts. The US dollar depreciated 
against most of these currencies during the period considered. As receipts 
are expressed in terms of dollars, the total is monetarily inflated even for the 
same amount of these foreign currencies. But as both receipts and costs have 
been expressed in current prices, we have not accounted for these factors. 

We may now take a look at the constituent elements of our estimates of 
foreign exchange expenditure imputed to foreign tourism, before we 
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examine the implications of our study for the Greek balance of payments and 
the economy in general. In Table IX.2 the major part of total expenditure is 
on current expenses. Capital expenses, in the form of depreciation of capital 
were on an average 25.95 per cent of the total over the nine years studied. 

Over the years depreciation costs were rather reduced in relation to the 
total. While current costs constitute on the average three fourths of total 
costs, fuel costs are a very significant part of total current costs. In fact, fuel 
costs themselves constitute on the average 34.26 per cent of total foreign ex
change costs. Moreover, the share of fuel costs steadily increased, so that in 
1978 it was 36.34 per cent of the total. Thus, the recent increase in current 
costs was to a large extent due to rising fuel costs which we have estimated 
using for our calculations the amount of imports of crude oil necessary for 
the provision of tourist services. Fuel costs per tourist night increased from 

TABLE IX.2 

Costs of foreign exchange imputed to foreign tourism 
(million drachmas) 

Year 

1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

Total 
foreign 

exchange 
costs 

708.76 
910.42 

1145.61 
1493.46 
1783.7 
2313.03 
3448.66 
4080.61 
5167.07 

Total 
current 
costs 

523.31 
666.77 
834.59 

1061.08 
1283.33 
1728.02 
2635.00 
3083.37 
3969.40 

Total 
costs of 
capital 

depreci
ation 

185.45 
243.65 
311.02 
432.38 
500.37 
585.01 
813.66 
997.24 

1197.67 

Total 
fuel 
costs 

243.65 
305.72 
360.18 
458.67 
662.43 
822.27 

1198.27 
1405.6 
1877.55 

Fuel 
costs 
as a 

percen
tage 

of total 
costs 

34.38 
33.58 
31.44 
30.71 
37.14 
35.55 
34.75 
34.45 
36.34 

Capital 
deprecia

tion 
costs as a 
percen

tage 
of total 
costs 

26.16 
26.76 
27.15 
28.95 
28.05 
25.29 
23.59 
24.44 
23.18 
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32 drachmas in 1970 to 77 drachmas in 1978. This is not really very much 
since, as we know, receipts per tourist night amounted to 1,398 drachmas. 
But it is a considerable amount relative to the total expenditure in foreign ex
change per tourist night which is only 196 drachmas. 

Implications 

We have seen that, compared to the receipts from tourism, the foreign 
exchange cost of foreign tourism in Greece hardly amounts to ten per cent of 
the former. If every ten dollars spent for foreign tourism bring in one 
hundred dollars in foreign exchange receipts, tourism is a paying proposi
tion. If the economic aim involved were to maximize the net balance of pay
ments position and earn the maximum of net foreign exchange, tourism 
should rightly be encouraged to grow to the maximum extent possible, un
less better or equally good* alternative sources of foreign finance were read
ily available. 

Theoretically, the net marginal benefit should be equalized for all avail
able sources of earnings of foreign exchange. We do not know here what the 
net impact of other items and industries on the balance of payments of 
Greece is and cannot presume to draw unwarranted conclusions. One must 
be warned here that for the estimation of the net impact of an industry, one 
should not simply compare the imports and exports of foreign exchange 
under that heading. This procedure is justifiable only if imports cause ex
ports or vice versa. This means that the import content of all export indus
tries and services should be investigated and compared in order to find ways 
of maximizing net earnings. Here is something that could induce further re
search into the export economy of Greece. 

We may, however, get an idea of the relationship between the foreign 
exchange expenditure for foreign tourism and the total imports as well as the 

* We warn again that this assertion is made on the basis of direct foreign exchange 
costs only. In a framework of general equilibrium the resources given to tourism may 
limit the resources available to other sectors and hence reduce their competitiveness 
both in the domestic and in the international market. In the latter event, the reduction 
in the foreign exchange earning capacity of other sectors constitutes the negative im
pact of tourism on the balance of payments. 
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total invisible payments of Greece from Table IX.3. 

TABLE IX. 3 

Total foreign exchange expenditure for foreign tourism in 
relation to total imports and invisible payments 

Year Total foreign exchange expenditure 
for foreign tourism as a perncentage of 
Imports Invisible payments 

1970 

1971 
1972 

1973 
1974 
1975 

1976 
1977 

1978 

1.4 
1.57 
1.64 

1.23 
1.25 
1.39 
1.59 
1.62 
1.72 

8.5 
9.13 
9.0 
8.37 
7.81 
8.81 
11.23 
11.80 

Thus, the impact of the foreign expenditure for foreign tourism on total im
ports or invisible payments is not great. But, as we saw in Chapter III, the 
share of foreign tourism in exports and invisible receipts is very significant. 
Table III.7 showed us, in fact, that in 1978 tourist receipts were 32.1 per cent 
of the total invisible receipts of Greece. 

But the maximization of net (positive) benefits from the balance of pay
ments may not always be the right goal of an economy. Self-sufficiency in es
sential goods and self-sustained growth are the catchwords of modern politi
cal economy. But Greece, can benefit from its size and geographical posi
tion, which can help it to become a triple bridge between Western Europe, 
Eastern Europe and the Middle East and Africa. Although Professor Wein-
traub has suggested that Greece is a «moderately» closed economy,1 yet 

1. Sydney Weintraub, «The Price Level in the Open Economy», Kyklos, Vol. 30, 
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economically, politically and strategically Greece is very much tied to the 
West. The limited export capacity of the economy and the high income elas
ticity of demand for imports of the Greek population make it dependent on 
invisible sources of foreign exchange and upon private and public capital in
flows.2 The industrial base of the economy is not very strong with a limited 
domestic market, a relatively low level of technology and inefficient indust
rial organization. These are, in fact, officially claimed to be the reasons for 
welcoming foreign capital.3 The chronic trade deficit has been the major dif
ficulty in the international position of the economy. The trade deficit in
creased fourfold from 1971 to 1978.4 Long-term investment in manufactur
ing and heavy industry are not preferred by Greek entrepreneurs who are 
accustomed to invest in shipping or trade in which there are good prospects 
of quick returns on the capital invested, as quick as in 2-3 years' time.5 The 
growing trade deficit has to be covered by exports of services and remit
tances by Greek workers, businessmen and professionals from abroad. Re
storing the balance of payments is not only an economic aim but a practical 
necessity in Greece. 

Our results, however, refer only to the measurable impact of tourism on 
the balance of payments, that is, the official receipts and actual expenditure 
in foreign exchange for tourist services. There may be other kinds of impact 
which cannot be quantified or whose direction can not even be clearly estab
lished. An important effect of tourism is the international demonstration ef
fect which is particularly forceful in the case of Greece where some 4.5 mill
ion tourists come to a country of some 9 million people and move about in 
those very central areas where almost an equal number of domestic tourists 
move during the same peak season. The international demonstration effect 

1977, Fase. I, pp. 22-37. 
2. Diomedes D. Psilos, «Postwar Economics Problems in Greece» in Economic 

Development Issues: Greece, Israel, Taiwan and Thailand, by Committee for 
Economic Development (New York: Frederick A. Praeger, 1968), pp. 1-77. 

3. Business and Government in Southern Europe (published by E.I.U., Lon
don), September 1977, pp. 36-41. 

4. Main Economic Indicators by O.E.CD. June 1975, pp. 88-90 and August 
1979, pp. 104-107. 

5. Basil Caplan, «Greece Gears Up for Growth», The Banker, April 1977, pp. 59-
62. 
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has an impact on consumption standards (through high or low saving rates) 
as well as on productive efforts. For balance of payments purposes, the im
pact is negative only if the shift in consumption habits is permanent, it is di
rected towards imported goods, these goods cannot be or are not produced 
in the home market even in the long run and there is no other means of mak
ing up the negative impact.6 But if the demonstration effect leads to a greater 
application of productive effort and thereby to increases in income, then the 
initial rise of the consumption standards is ultimately self-financed either 
wholly or in part.7 It is not possible to quantify and estimate the net impact of 
the demonstration effect of tourism on Greece. There are, however, strong 
indications that in recent years Greeks have increased their consumption of 
imported «non-essential» «luxury» goods at five times the rate of increase of 
imports in general.8 Given their relative incomes, Greeks have very high 
consumption standards, almost as high as those of the other West European 
countries. But it is difficult to say whether this is due to foreign tourism or it is 
an example of a more general phenomenon whereby at moderate levels of 
income the elasticity of demand is high. 

In the same way it is sometimes argued that the growth of foreign 
tourism within a country motivates natives to go abroad and tour other 
lands. In fact, motivation alone is not enough. The demand for travel de
pends basically on income and the access to paid holidays, i.e. on supply fac
tors more than on demand factors. We have avoided to use data on the 
number of Greek tourists going abroad and on their expenditures there as a 
claim on earnigns from foreign tourism in Greece. There are no conclusive 
grounds for doing that. 

Saying that foreign tourists are an essential asset to the country, insofar 
as they bring in foreign exchange to Greece, does not imply that this is the 
only, or even the most important reason for encouraging the growth of 

6. George C. Kottis, «The International Demonstration Effect as a factor affect
ing Economic Development», Kyklos, Vol. XXIV, 1971, Fase. 3, pp. 455-471. 

7. George C. Kottis, «The Imitation of Consumption Patterns and the Supply of 
Domestic Savings in Developing Areas: A Theoretical Approach», Rivista Inter
nazionale de Scienze Economiche e Commerciali, Anno XIX, 1972, n. 8, pp. 725-732. 

8. The Times, December 15, 1977, «Special Report on Greece», See especially 
the article by «M.H.» in which the governor of the Bank of Greece and the Prime 
Minister are quoted as supporting this view. 
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tourism. Tourism's effect on the balance of payments is one of the important 
economic effects but is only one among many. The total impact on the 
economy through income generation, employment generation, diversifica
tion in the economy and in industry concentration or diffusion of economic 
wealth and incomes and host of other factors may be more important and 
may outweigh the beneficial effect on the balance of payments. 

Moreover, in the final instance, economic effects, all studied exhaus
tively (if that were ever possible!) do not alone decide the case for or against 
tourism in Greece, as they do not elsewhere. The social, environmental and 
cultural impact of tourism, its bearing on the moral values of the present and 
future generations, its impact on the attitudes towards life, society and relig
ion and its general effect on urbanization, environmental pollution, traffic 
congestion, are also important effects of tourism and they may be negative. 
In Greece, the official view is that the negative effect is small.9 But the inde
pendent views of the young differ from those of E.O.T's president. There 
are audible protests against tourism on these grounds.10 

Given that the balance of payments criterion is the most important and 
decisive one, the actual growth of tourism will probably depend on Greece's 
absorption capacity and on prospects of it growing further. Greece's absorp
tion capacity is related to the concentration of tourism in the urban areas. 
Athens started facing problems of critical diseconomies a decade ago and the 
situation has worsened.11 Decentralization can help regional development 
as well as increase capacity. As far as demand for Greek tourist services is 
concerned, prospects of growth are positive. Professor Paraskevopoulos has 
estimated the elasticity of foreign demand for tourist services with respect to 
income to be higher than 2 in the cases of Greece and Spain.12 In fact, the 
share of Greece in the total outward movement of the residents of the major 

9. George D. Daskalakis (President of E.O.T.), «Tourism and its Effect on the 
Greek Economy», World Travel, No. 131, June-August 1976, pp. 7-13. Also see the 
interview of the correspondent of Athens News with Mr. Daskalakis reported on June 
23 and June 24,1977. 

10. Mary Anne Weaver, «City of Gods Chokes on the 20th Century», Interna
tional Herald Tribune, January 7-8,1978. 

11. GA. Gutenschwager, Awareness, Culture and Change: A Study of Moderni
zation in Greece (1969) (Michigan: University Microfilms). 

12. George Paraskevopoulos, An Econometric Analysis of International 
Tourism (Athens: Centre of Planning and Economic Research, 1977), p. 32. 

- 1 8 5 -



tourist-generating countries is still very small, while the highest for a West
ern Country - Denmark - is only 3.36 per cent over the years 1973-76.13 

We may, therefore, conclude that, other economic-and social factors 
aside, according to our estimates the net impact of foreign tourism on the ba
lance of payments has been highly beneficial. Optimum capacity considera
tions aside, it may be developed further. Two further practical implications 
of our case study of Greece may be discussed. Firstly, the results presented 
here lack precision even to the extent that this is possible for a science like 
Economics. Lack of data have prevented us from carrying out this sort of 
well-documented investigation. We believe that we have looked into the 
sources of foreign exchange expenditure in all essential tourist services at 
any possible micro-level and made estimates on these for the first time in 
Greece. Lack of formal official support further limited our efforts. But as it is 
the first attempt along these lines, it is a challenge to others to carry these es
timates and our attempt still further by improving on the assumptions, con
cepts and documentation. 

Secondly, the large unexplored field of the impact of tourism on the ba
lance of payments and the economy of Greece demands quick positive action 
on the part of the government. Essential tourist services like hotels, car-rent
ing agencies, cruise-shipping companies, tourist agencies, etc. can be asked 
to furnish the required data on a regular basis by keeping proper statistical 
records. E.O.T. has already a development and planning department, which 
can centralise the collection of such regular data on tourist services provided 
within Greece. The services of the National Statistical Service within E.O.T. 
can be expanded further in this direction. The efficiency of an organization is 
not judged only by the expansion of its operations but also by its ability to de-
mostrate how essential its services are in terms of net benefits to the 
economy and the society. Most of all a survey on the consumption expendi
ture of tourists is called for, as is also an investigation into the origin of the 
items purchased by them. The government can increase the net beneficial 
impact of foreign tourism further by reducing the special subsidies or remov
ing them altogether and by conserving on the use of petrol as far as possible. 
Most of all, a domestic shipbuilding and motor-bus manufacturing industry 
need be developed. A comprehensive long-term plan for increasing 
Greece's absorption capacity for tourism need be looked into and an investi
gation into all relevant factors, economic and others, must be undertaken. 

13. World Tourist Organization, World Travel Statistics 1976, «Destinations». 
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