Q@ IAPYMA OIKONOMIKQN & BIOMHXANIKQN EPEYNQN
@.@ FOUNDATION FOR ECONOMIC & INDUSTRIAL RESEARCH

Report on social and economic trends in
Greek regions

Executive summary in English

2" |SSUE

November 2024



— Report on social and economic trends in Greek regions

The policy assessments and recommendations contained in this analysis express the views of the
researchers and do not necessarily reflect the opinion of the members or management of the
Foundation for Economic and Industrial Research (IOBE).

The study was prepared by Konstantina Antonopoulou, Kostas Kontos, Georgios Liontos, Antonis
Mavropoulos, Irini Nomikou-Lazarou, and Georgios Gatopoulos who coordinated the research
team, under the supervision of Nikos Vettas, General Director of the IOBE and Professor at the
Athens University of Economics and Business.

The researchers would like to thank the staff of the Regional Policy Monitor for their participation
in working meetings and for their contribution to the study with data, ideas, and comments. Any
errors or omissions are the sole responsibility of the authors.

The study was carried out with the support of the Regional Policy Monitor.

NMAPATHPHTHPISC

MEPIPEPEIAKQN NOAITIKON

IOBE is an independent, non-profit research organization. It was founded in 1975 and became a
Public Benefit Foundation in 1991, with the aim of promoting scientific research on current and
emerging problems of the Greek economy, supporting public discourse with objective information,
and formulating proposals useful for policy making.

Copyright © 2024 Foundation for Economic and Industrial Research

This study may not be reproduced in any form or for any purpose without the prior knowledge and
consent of the publisher.

Foundation for Economic and Industrial Research (IOBE)
11, Tsami Karatassou Street, GR-117 42 Athens | T.: +30210 9211200-10
URL: www.iobe.gr , Email: info@iobe.gr

Foundation for Economic and Industrial Research IOBE


https://regionalpolicymonitor.org/regional-policy-monitor-english/
https://iobe.gr/en/
http://www.iobe.gr/
mailto:info@iobe.gr

n Report on social and economic trends in Greek regions

INTRODUCTION

Regional development is a key policy objective at both national and European level. At national
level, it is a necessary condition for achieving key objectives including economic growth, social
cohesion, political stability and competitiveness in an increasingly complex and
interconnected international environment. At the European level, creating a prosperous and
socio-economically cohesive Europe is at the heart of the EU's mission. As European
integration and enlargement continue, reducing interregional disparities strengthens the
foundations of the European project, making it more sustainable and inclusive for all EU
citizens.

The second issue of the Report on Social and Economic Trends in Greek Regions deepens the
cooperation between the Foundation for Economic and Industrial Research (IOBE) and the
Regional Policy Observatory with the aim of systematically monitoring, highlighting and
interpreting social and economic trends in the regions of Greece through the publication of
biannual reports.

The purpose of the Report is to provide systematic, reliable, and scientifically documented
information to a wide range of stakeholders, with particular emphasis on policymakers at
central and local level, so that regional policies can be dynamically formulated and effectively
implemented in a well-founded manner. The report also addresses the wider public (citizens,
businesses, journalists, academics, administrative authorities, non-governmental
organizations) with the objective is to promote public dialogue on the importance of regional
development and convergence.

The report focuses on the following thematic areas: (a) demographic trends, (b) economic
activity, (c) entrepreneurship, (d) the financial sector, (e) the labor market, (f) social services
and social inclusion, (g) arts and tourism, and (h) environment and spatial planning. The
analysis is based on selected statistical data, available until August 31, 2024, published by
official sources for each theme. The report also includes a section summarizing the main
conclusions of the analysis, as well as 13 executive summaries, one for each Region.

In this second issue, in addition to the regional indicators presented in the first issue, the
following are analyzed: (a) the components of demographic trends by region, as they relate to
natural and migratory balance, (b) the dynamics of investment in each region by sector of
economic activity, (c) the degree of credit expansion, (d) labor market participation, (e) the
coverage of networks such as railways, (f) alternative methods of waste management.

Subsequent issues of the report will focus on the evolution of trends, based on the publication
and updating of data where applicable, but also on the in-depth analysis of specific topics of
particular interest — always depending on the availability of statistical information at regional
level.
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KEY FINDINGS

A descriptive analysis of the selected indicators at the regional, national and European levels
revealed opportunities for Greek regions to converge in several areas, as well as room for
improvement.

¢ Population decline and ageing are national problems related to growth rates at the
regional level. However, they are less intense in specific areas, such as Crete and the
South Aegean. Births now outnumber deaths in all 13 regions. However, this trend is
offset by positive net migration in ten regions.

¢ Economic activity remains highly concentrated in Attica, which has the highest GDP
per capita by far. The pace of investment and credit expansion varies across regions.

e The need to converge for key economic indicators across regions remains a key
objective and challenge as the regions surrounding the two largest urban centres and
much of the Greek islands are performing faster in many areas.

e Heterogeneity between regions in key social indicators and divergence from the
European average remains pronounced, for example in terms of income inequality,
health services, and social protection.

Demographic trends: The ageing and decline of the country's population is a major national
problem. The natural balance, i.e. the difference between births and deaths, is now negative
inall 13 regions, primarily due to a substantial decrease in births and the tendency to postpone
having children until later in life. Ten regions experience positive population growth due to net
migration, with the exception of Attica, Western Greece and Western Macedonia, where net
migration is negative. Crete is the only region in Greece with a positive overall population
growth rate, as the positive migration balance more than offsets the negative natural balance.

Migration inflows are insufficient to reverse the population decline, which is primarily caused
by a sharp decrease in births across all regions. While policies affecting the natural balance
have medium- and long-term effects on demographics, social cohesion and the economy,
policies to boost the migration balance can have more immediate effects.

Economic Activity and Entrepreneurship: Economic activity is concentrated primarily in the
regions surrounding the two major urban centres. Attica contributes almost half of the total
GDP, over one-third of investments, and over half of exports. Despite significant disparities in
per capita GDP, strong growth momentum was recorded in both mainland and island regions
of the country. Central Greece, Western Macedonia, the Peloponnese, the South Aegean,
Crete and the lonian Islands stood out in particular. Fixed investments are recovering quickly
in island Greece and Epirus, but the investment gap compared to the European average
remains significant.

The policy priority is to shift the production model towards productive investment and
strengthen entrepreneurship in high-value, export-oriented sectors. Despite marked
interregional heterogeneity and systematic gaps with Europe in the percentage of the labour
force employed in science and technology sectors, it is encouraging that the number of people
employed in research and development positions increased in most Greek regions during the
2019-21 period, in line with the European trend.
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Financial Sector: Heterogeneity in financial inclusion, bank deposits, lending, and credit
expansion indicators highlights the importance of the local role of banks. Regions such as
Crete, Attica, the South Aegean, the lonian Islands, and Epirus have high relative rankings for
selected financial indicators. However, certain regions, including the Western Peloponnese,
Eastern Macedonia and Thrace, the North Aegean, and Western Greece, have an opportunity
for convergence. Regarding recent trends in these indicators, positive signs of convergence
and an average increase in relative ranking were recorded in Western Macedonia, Thessaly,
and Western Greece in 2023. On the contrary, Central Macedonia, Attica, Eastern Macedonia
and Thrace, and the South Aegean experienced a decline in their average ranking.

Providing households and businesses with wide access to the banking system, promoting
financial literacy and encouraging the use of financial technology (fintech) can enhance banks'
financing role in the local and national economy.

Labour market: The unemployment rate fell further in 11 of the 13 regions in 2023, except for
the lonian Islands and Epirus. However, its dispersion remains high. The sharpest decline was
recorded in Western Greece, the South Aegean and Central Greece, while Western Macedonia
experienced the most severe issue. Self-employment rates in Greek regions are more than
double those in Attica, while labour market participation remains below the European average
in 12 of the 13 Greek regions. Employment is distributed significantly differently between the
primary, secondary, and tertiary sectors in different regions. A long-term trend is an increasing
share of employment in the tertiary sector.

Policies that increase participation in the formal labour market, reduce regional disparities in
unemployment rates, stimulate the growth of salaried employment in the region and upgrade
workforce skills are appropriate.

Social Services and Social Inclusion: Income and gender inequality eased marginally in 2023
but remain uneven across regions. Household disposable income is recovering, albeit from a
low base, while the risk of poverty remains a significant challenge. The Greek social welfare
system only partially mitigates the risk of poverty, which remains highly dispersed even after
social transfers, ranging from 11.1% (Crete) to 26.9% (North Aegean) of the local population.
Women are less employed than men. Although the gap remains greater than the European
average (10.2%) in all regions, it narrowed in 2023 and ranged between 15.6% (Attica) and
29.3% (Central Greece) of total employment. It is considered appropriate for regional policies
to focus on mitigating the risk of poverty and its dispersion by improving the efficiency of the
social transfer system and targeted measures to reduce income and gender inequality in
employment.

Environment, spatial planning, tourism: In the field of waste management, geographical
characteristics such as the remoteness of island regions and mountainous terrain present
major challenges. For instance, incineration remains a prevalent option in regions such as
Epirus, the North and South Aegean, contrary to European practices and green transition
objectives. Regional administrations must prioritise upgrading waste management
infrastructure to facilitate the achievement of 'green' goals.
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Compared to the EU-27 average, most regions in the country have a lower percentage of land
used for networks. In particular, the railway network has stagnated or shrunk over time in most
regions. As rail is one of the most environmentally friendly modes of transport, priority should
be given to investing in and removing bureaucratic and other obstacles to upgrading the
network, both within the country and with neighbouring countries.

In terms of tourism indicators, amid successive years of record international arrivals and
revenues, hotel occupancy rates vary systematically across regions in 2023, while showing a
gradual increase. The proportion of employment in cultural venues within the total
employment figure is increasing significantly in the island regions of Greece and Attica, while
it is declining in mainland Greece. It is crucial to develop a sustainable, holistic strategic
tourism plan that highlights each region's unique strengths.

In summary, the report emphasises the importance of continuing to monitor social and
economic trends systematically at the regional level. This will facilitate the design of policies
that take into account the latest regional data and needs.
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