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•	 What is the contribution of tourism to the Greek 
economy?

•	 To what extent is the economy exposed to a possi-
ble collapse in tourism demand?

•	 To what extent can government intervention offset 
any losses?

•	 What will be, in the end, the extent of the possible 
recession in the Greek economy?

This article attempts to answer the above questions in 
detail, highlighting the real contribution of tourism to 
the Greek economy; the real dimensions of the multi-
plier effects of a possible collapse of tourism demand 
on GDP, employment and the balance of goods and 
services; and, finally, the compensatory role of the 
public sector.

The article is structured as follows: Section 1 summa-
rizes developments in the Greek tourism sector until 
the emergence of COVID-19. Section 2 analyzes the 
contribution of tourism to the Greek economy. Section 
3 compares the negative effects on the economy of the 
contraction of tourism with the positive effects of ex-
pansionary fiscal policies, thus assessing the extent of 
the possible recession. Finally, the conclusions of the 
investigation are summarized.

1. The developments in Greek tourism until  
the emergence of COVID-19

According to the Bank of Greece (BoG), the country’s 
international travel receipts in 2019 reached €18,179 
billion, i.e., an increase of 13.0% over the previous year, 
while international travel arrivals reached 34,005 million, 
i.e., an increase of 2.8% over the previous year. Fur-
thermore, in the first two months of 2020,1 the country’s 
international travel receipts reached €527 million, i.e., 
an increase of 22.9% over the same period of previous 
year, while international travel arrivals reached 1,417 mil-
lion, i.e., recording an increase of 21.8% compared to 
the same period of previous year. All of the above pre-
dicted that, under normal circumstances, 2020 would be 
another good year for Greek tourism.
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Introduction

The tourism sector is expected to face one of the most 
significant blows from the international spread of the 
new Coronavirus (COVID-19). On this basis, the urgent 
questions that concern our country can be summa-
rized as follows:
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1. For a detailed overview of the developments of Greek tourism in 2018 and 2019, see Vagionis and Soklis (2019 and 2020).
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tics of Resident Tourists” (Vacation Survey) of ELSTAT. 
The latest available data from ELSTAT’s “Vacation Sur-
vey” refer to the year 2018; therefore, we will evaluate 
the tourism ratio for this year. According to the data 
of the BoG, travel revenues for the year 2018 reached 
€16.086 billion. According to ELSTAT’s data, domes-
tic tourist expenditures on domestic travel for pleasure, 
for the same year, reached €1.715 billion, and the total 
expenditure of domestic tourists for travel for business 
purposes reached €132.572 million. From the above, 
we estimate that the domestic tourist expenditure is ap-
proximately €17.9 billion.4

The usual practice for the assessment of the contribu-
tion of tourism to the Greek economy is to divide the 
domestic tourist expenditure by the GDP. Such an es-
timate would give a tourism contribution of 9.7% to the 
Greek economy for the year 2018. However, this prac-
tice, used before the development of the TSA tool, is 
now considered misleading and that it overestimates 
the contribution of tourism to the economy.5 Indeed, 
domestic tourism expenditure includes, for example, 
the consumption of imported products, which are ob-
viously not included in the economy’s GDP. Further-
more, this kind of measurement does not take into ac-
count the intermediate consumption used to produce 
the tourism product required to meet tourism demand, 
which obviously includes imported inflows. Therefore, 
tourism expenditure as a percentage of GDP is not an 
appropriate indicator for assessing the contribution of 
tourism to the economy.

2.2. The estimation of the contribution  
of tourism to the Greek economy

As mentioned before, the proper indicator for the 
measurement of the contribution of tourism to the 
economy, and at the same time, to be compatible with 
the international standard system of national accounts, 
is the tourism ratio. An assessment of the tourism ra-
tio of the Greek economy for 2018 can be calculated 
using the above approach of domestic tourism ex-
penditure (€17.9 billion) as well as the overall supply 
of the economy. Given the latest available data from  
ELSTAT, i.e., the total supply of goods and services 
in the Greek economy for the year 2018, and the defi-
nition of the tourism ratio, the tourism ratio is about 

2. The contribution of tourism to the  
Greek economy

2.1. The problems of estimating  
the contribution of tourism to the  
Greek economy

The modern recognized approach to assessing the 
contribution of the tourism sector to the economy uses 
the system of Tourism Satellite Accounts (TSA), through 
which the tourist gross value added, the tourist gross 
domestic product and the indicator of contribution of 
tourism to the economy are estimated (tourism ratio). 
The tourism ratio, which is defined as the ratio of to-
tal (inbound and outbound) tourist consumption to 
the total supply of the economy, is an internationally 
recognized indicator of the importance of the sector 
of tourism in an economy.2 Greece is one of the few 
countries in the European Union (EU) that has not yet 
developed a TSA system and, therefore, there is no an 
accurate estimate of the amount of tourist gross value 
added and tourist gross domestic product in the Greek 
economy: the common estimates for the contribution 
of Greek tourism to the GDP of the economy range 
from 10% to 30%, or even higher. Therefore, there is 
no precise estimate of the real contribution of tourism 
to the Greek economy.

If we examine the data of the sector of “Accommoda-
tion and Food Services”, which is primarily the sector 
related to tourism activities, then, according to the most 
recent relevant data of the Hellenic Statistical Authority 
(ELSTAT), i.e. for the year 2017, this sector constituted 
6.8% of gross value added and 8.6% of employment 
of the Greek economy.3 However, not all activities in 
this sector belong to tourism production, while there 
are other sectors in which some of the activities can be 
described as tourist related. Therefore, until the Greek 
TSA is developed, we cannot have an accurate esti-
mate of the amount of tourism production.

On the other hand, we have sufficient data on tourism 
expenditures in Greece and, therefore, we can estimate 
the “tourism ratio”. The incoming tourism expenditure 
in the country can be approached through the travel 
revenues that are estimated through the “Border Sur-
vey” of the BoG, while an estimate of internal tourist 
expenditure is given by the “Qualitative Characteris-

2. See, e.g., Eurostat (2019). 

3. The corresponding figures for sectors related to public sector activities are 20.3% (gross value added) and 21.5% (employment).

4. We are referring to appreciation because travel receipts are not synonymous with the concept of tourist expenses.

5. See, e.g., Hackl and Chatzimarinakis (2017).



KEPE, GREEK ECONOMIC OUTLOOK 2020/42	 97

Finally, it should be noted that the contribution of tour-
ism to the economy should not be confused with the 
multiplier effects of the changes in tourism demand. 
That is to say, a multiplication of the estimated con-
tribution of tourism to the economy with the so-called 
“tourist multiplier” is not a valid way to estimate the 
overall contribution of tourism to the economy. The 
contribution of tourism to the economy, as mentioned 
above, is given by the tourism ratio and by the assess-
ment of the gross value added of tourism and the tour-
ist gross domestic product through the TSA. On the 
other hand, the multiplier effects estimate, ceteris par-
ibus, the changes in, e.g. the output and the employ-
ment of the sectors of the economy that are caused 
through the existing interrelations between the sectors 
of the economy, when tourism demand is changed. 
However, just as changes in tourism demand also al-
ter the product and employment of the other sectors, 
the changes in demand for the other goods and ser-
vices may also cause a change in the tourist product 
and employment. For example, in a recent KEPE an-
nouncement (2020), we estimated that 5.7% of GDP 
growth, caused by an increase in government spend-
ing, was based on the “Hotel and Restuarants” sec-
tor.7 The above changes, through multiplier effects, 
constitute an analysis of the behaviour of the econom-
ic system and cannot be added to the contribution of 
a sector in GDP as this would violate basic identities 
of national accounts. More than that, the overall tourist 
demand multiplied by the “tourist multiplier” cannot be 
added as a contribution to GDP: In addition to what we 
have already pointed out, such an assessment would 
amount to arguing that there was no such thing as a 
tourism sector in the economy the previous year (zero 
tourist demand). The multipliers, by definition, esti-
mate the effects of alterations in demand.

3. The multiplier effects of tourism  
on the Greek economy

3.1. The Sraffian multiplier

In the following, we analyze the multiplier effects of 
tourism on the Greek economy. In particular, we as-

4.6%. If we assume that the other facts and figures of 
the unaccounted tourist consumption can reach up to 
1/5 of the domestic tourist expenditure, then the tour-
ism ratio of the Greek economy can reach up to 5.6%.6

This proportion may seem small compared to what is 
usually published about the contribution of tourism to 
the Greek economy, but it is in keeping with the rela-
tive proportions announced by other European Union 
(EU) countries. Table 1 represents the contribution 
of tourism in Greece and in selected countries which 
compete with Greece in tourism, i.e., Spain, Italy, Mal-
ta, Portugal, as well as the average of EU countries, as 
evidenced recently by Eurostat (2019).

As it can be seen, the tourism ratio of these economies 
ranges from 3.9% (Italy) to 5.8% (Malta), while the cor-
responding average of EU countries is 3.4%. Moreover, 
the tourism ratio of Greece is significantly higher (on 
average by about 50%) than the average of EU coun-
tries, but corresponds with the other southern Europe-
an countries. Therefore, our assessment of the contri-
bution of tourism to the Greek economy (4.6%-5.6%) 
is absolutely realistic and in line with the relevant esti-
mates of other EU countries.

6. Since, on the one hand, travel receipts do not coincide with the notion of tourism expenditure and, on the other hand, the notion of 

tourism expenditure is not equivalent to the notion of tourism consumption, an estimation of the “tourism ratio” cannot be precise until the 

development of the Greek TSA. For instance, our estimation, on the one hand, underestimates the tourism ratio because the estimation 

of tourism consumption should include, e.g., tourism social transfers in kind, while, on the other hand, overestimates the tourism ratio 

because the notion of tourism consumption should not include all the travel expenditures. Thus, if we assume that the part of tourism 

consumption that has not been included in our estimation is about 20% of the domestic tourism expenditures, and we ignore the aforesaid 

overestimation involved in the travel receipts, then the tourism ratio of the Greek economy would reach 5.6%. 

7. See Rodousakis and Soklis (2020b).

TABLE 1  The contribution of tourism  
in Greece and in competitive countries

Country Tourism ratio

Greece 4.6%-5.6%*

Spain 5.1%

Italy 3.9%

Malta 5.8%

Portugal 5.6%

EU 3.4%

Source: Eurostat, Tourism Satellite Accounts, 2019 
Edition.

* Authors’ estimates.
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Tables 2-4 describe the distribution (%) of the losses 
in GDP (employment) per commodity (sector) and the 
distribution (%) of the decrease or increase in the bal-
ance of goods and services per commodity.

sess the impact of the reduction in international trav-
el receipts on GDP, employment and the balance of 
goods and services of the Greek economy, based on 
the concept of the “Sraffian multiplier”.

This multiplier is not a scalar, but a square matrix of 
produced commodities (instead of industries) and the 
multiplier effects depend, in a rather complicated way, 
on the (i) technical conditions of production; (ii) income 
distribution (and commodity prices); (iii) savings ratios 
out of wages and profits; and (iv) consumption patterns 
associated with the two types of income.

 
Moreover, it 

includes, as special versions or limit cases, the usual 
Keynesian multiplier, the multipliers of the traditional 
input-output analysis, and their Marxian versions.8 

The analytical framework of our estimations has been 
described in detail in Mariolis and Soklis (2015) and in 
Mariolis et al. (2018). The basic equation derived from 
this analysis is given by

y = Πd

where Π denotes the n × n  matrix of multipliers linking 
the n × 1 vector of autonomous demand (government 
expenditures, investments, and exports), d, to the n × 1  
vector of net output, y, and n is the number of pro-
duced commodities (sectors) of the economy.

For this purpose, we use Input-output data from the 
Supply and Use Table (SUT) of the Greek economy for 
the year 2015, provided via ELSTAT.

3.2. The multiplier effects of international  
travel receipts

The empirical results suggest that a decrease in inter-
national travel receipts by €1 million would lead to a 
total (direct and indirect):9

•	 decrease in GDP of about €1.076 million 

•	 decrease in the levels of total employment of about 
26.403 persons 

•	 decrease in the balance of goods and services of 
about €0.676 billion, of which more than two-thirds 
are due to losses of receipts for accommodation 
and food services.

8. The concept of the Sraffian multiplier is based on Kurz (1985), Metcalfe and Steedman(1981) and Mariolis (2008). For its empirical appli-

cations, see, e.g., Mariolis and Soklis (2018) and Mariolis et al. (2018). 

9. See Mariolis et al. (2020) and Rodousakis and Soklis (2020a).

TABLE 2  The distribution (%) of the 
losses in GDP per commodity

Commodity The distribution  
of the losses  

in GDP

Accommodation  
and Food Services

52.1%

Real Estate Services 11.4%

Land Transport Services 8.4%

Wholesale and Retail Trade 4.3%

Arts and Entertainment 4.2%

Air Transport Services 4.2%

Other Commodities 14.4%

Source: Authors’ estimations.

TABLE 3  The distribution (%) of the 
losses in employment per sector

Sector Distribution  
of the losses  

in employment

Hotel and Restuarants 31.0%

Agriculture 17.9%

Land Transport Activities 5.9%

Personal Service Activities 5.9%

Foods 4.2%

Wholesale and Retail Trade 4.1%

Other Sectors 31.0%

Source: Authors’ estimations.
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•	 decrease in the levels of employment of about 
11.2%

•	 increase in the deficit of the balance of goods and 
services of about € 12.226 billion.

3.4. A comparison between the effects  
of declining international travel receipts  
and increasing government spending

The empirical results suggest that an increase in gov-
ernment spending by €1 million would lead to a total 
(direct and indirect):

•	 increase in GDP of about €1.487 million 

•	 increase in the levels of total employment of about 
33.524 persons 

•	 decrease in the deficit of the balance of goods and 
services of about €0.359 million 

From this comparison, it follows that the multiplier ef-
fects of government spending on the Greek economy 
are stronger than those of the tourism sector. Further-
more, in order to give an idea of ​​the relative weight 
of the public sector in comparison with tourism, we 
note that according to the most recent relevant data 
of ELSTAT, which relate to the year 2017, the sectors 
related to public sector activities constitute 20.3% of 
gross value added and 21.5% of employment in the 
Greek economy. Therefore, well-targeted fiscal pol-
icies and the implementation of appropriate sectoral 
redistributive policies could significantly offset some of 
the negative COVID-19 shocks in the Greek economy.

3.5. Forecasts for the recession and the impact 
of international travel revenues

According to the European Commission’s spring fore-
cast, the pandemic is sinking the European economy, 
and the Greek one even more. In 2020, GDP is project-
ed to decline by 9.7% in Greece, compared to 7.7% 
in the Eurozone and 7.4% in the EU. Corresponding-
ly, in the recent World Economic Outlook report, the 
International Monetary Fund (IMF) forecasts a 10% 
decline, the largest of any other economically devel-
oped member state of the Fund, with the exception 
of San Marino. The main argument of both the Euro-
pean Commission and the IMF is the great depend-
ence of the Greek economy on tourism and, therefore, 
the negative impact of a decline in international travel 
revenues. However, given that (a) the contribution of 
tourism to the Greek economy is equivalent to the rest 
of the countries of the European South, (b) in the ex-

3.3. The negative effects of declining 
international travel receipts 

Taking into account the GDP of the Greek economy for 
the year 2019, the level of employment, and the deficit 
of the balance of goods and services, the application 
of the previous analysis indicates that a decrease in 
international travel receipts by 1 billion euros would 
lead to a total (direct and indirect):

•	 decrease in GDP of about 0.57%

•	 decrease in employment of about 0.61%

•	 increase in the deficit of the balance of goods and 
services of about 38.9% 

Particularly, a decrease of international travel receipts 
in the range of, say, 50% would lead, ceteris paribus, 
to a total:

•	 decrease in GDP of about 5.2%

•	 decrease in the levels of employment of about 5.6%

•	 increase in the trade balance deficit of about 
€6.113 billion. 

Finally, the extreme scenario of a total loss of interna-
tional travel receipts would lead, ceteris paribus, to a 
total:

•	 decrease in GDP of about 10.4%

TABLE 4  The distribution (%)  
of the decrease in the balance of goods 
and services per commodity

Commodity The distribution  
of the decrease 
in the balance of 

goods and services 
per commodity

Accommodation and  
Food Services

67.7%

Land Transport Services 10.9%

Real Estate Services 9.4%

Minerals -7.0%

Wholesale and Retail Trade 5.8%

Air Transport Services 5.2%

Other Commodities 8.0%

Source: Authors’ estimations.
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responding course of both investment and other ex-
ports of the economy.

References 

Eurostat (2019), Tourism Satellite Accounts in Europe, 2019 Edition, 

Statistical Reports, Luxembourg: Publications Office of the Euro-

pean Union.

Hackl, P. and Chatzimarinakis, S. (2017), TSA for Greece: Potential 
and Needs. General Report, Technical Assistance action to support 

tourism planning and policy for the promotion of sustainable tour-

ism development in Greece. 

Kurz, H. D. (1985), Effective demand in a “classical” model of value 

and distribution: the multiplier in a Sraffian framework, The Man-
chester School, 53, pp. 121-137.

Mariolis, T. (2008), Pure joint production, income distribution, em-

ployment and the exchange rate, Metroeconomica, 59, pp. 656-

665.

Mariolis, T. and Soklis, G. (2015), The Sraffian multiplier for the 

Greek economy: Evidence from the Supply and Use Table for the 

year 2010, Centre of Planning and Economic Research (KEPE), 

Discussion Paper No. 142. 

Mariolis, T. and Soklis, G. (2018), The Static Sraffian Multiplier for 

the Greek Economy: Evidence from the Supply and Use Table for 

the Year 2010, Review of Keynesian Economics, 6, 114-147.

Mariolis, T., Ntemiroglou, N. and Soklis, G. (2018), The Static De-

mand Multipliers in a Joint Production Framework: Comparative 

Findings for the Greek, Spanish and Eurozone Economies, Journal 
of Economic Structures, 7:18.

Mariolis, T., Rodousakis, N. and Soklis, G. (2020), The COVID-19 

multiplier effects of tourism on the Greek economy, mimeo.

Metcalfe, J. S. and Steedman, I. (1981), Some long-run theory of 

employment, income distribution and the exchange rate, The Man-
chester School, 49, pp. 1-20.

Rodousakis, N. and Soklis, G. (2020a), The COVID-19 effects on 

the Greek economy: The special case of the tourism sector (in 

Greek), Centre of Planning and Economic Research (KEPE), Tech-
nical Report Νο. 2/2020.

Rodousakis, N. and Soklis, G. (2020b), The COVID-19 effects on 

the Greek economy: The key role of the public sector (in Greek), 

Centre of Planning and Economic Research (KEPE), Technical Re-
port Νο. 3/2020.

Rodousakis, N. and Soklis, G. (2020c), Effects of COVID-19 on the 

Greek Economy: The total imprint of the pandemic (in Greek), Cen-

tre of Planning and Economic Research (KEPE), Technical Report 
Νο. 7/2020.

Vagionis, N. and Soklis, G. (2019), Developments in the Greek 

tourism sector, Greek Economic Outlook, No. 40, pp. 39-48.

Vagionis, N. and Soklis, G. (2020), Outlook of the Greek tourism 

sector, Greek Economic Outlook, No. 41, pp. 47-59.

treme scenario that all tourist receipts are lost, the re-
duction of the country’s GDP will be about 10.4%, and 
(c) some of these losses may be offset by an increase 
in government spending, the Ministry of Finance’s es-
timates for a 5% to 7% recession seem, given current 
data, more valid.10

3.6. Conclusions

In this article we have analyzed the contribution of the 
tourism sector to the Greek economy and the effects 
that the shrinking tourism demand will have in 2020 
due to the spread of Covid-19; at the same time, the 
compensatory role of the public sector in reducing the 
recession has been also analyzed. Therefore, the main 
findings of our analysis are:

•	 The methods commonly used to assess the con-
tribution of tourism to the Greek economy are not 
correct and lead to a significant overestimation of 
the weight of tourism.

•	 The contribution of tourism to the Greek economy, 
as evidenced by the tourism ratio, is significantly 
higher than the EU average, but in absolute pro-
portion to the contribution of tourism in the coun-
tries of the European South.

•	 As evidenced by the effects on the Greek economy 
through the Sraffian multiplier, in the extreme sce-
nario of zero international travel receipts, the reduc-
tion in the GDP would be, ceteris paribus, 10.4%, the 
reduction in employment 11.2% and the increase in 
the trade balance deficit by approximately €12.226 
billion.

•	 The multiplier effects of government spending on 
the Greek economy are significantly stronger than 
those of the tourism sector.

Given that the public sector accounts for about 1/5 of 
the Greek economy in terms of production and em-
ployment, the expansion of fiscal policy combined with 
the exercise of appropriate redistributive sectoral pol-
icies makes it possible to offset a significant part of 
the negative impact of declining international travel. 
Therefore, the predictions based on the overestima-
tion of the role of tourism in the Greek economy for the 
extent of the recession in the Greek economy do not 
seem to be correct. On the other hand, the effects of 
the recession on employment, the foreign sector, and 
public finances should not be underestimated, and the 
exact amount of the recession will depend on the cor-

10. See Rodousakis and Soklis (2020c).


