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CENTRE OF PLANNING AND ECONOMIC RESEARCH

The Centre of Planning and Economic Research (KEPE) was originally es-
tablished as a research unit in 1959, with the title “Centre of Economic Re-
search”. Its primary aims were the scientific study of the problems of the Greek
economy, the encouragement of economic research and cooperation with
other scientific institutions.

In 1964, the Centre acquired its present name and organizational struc-
ture, with the following additional objectives: first, the preparation of short,
medium and long-term development plans, including plans for local and re-
gional development as well as public investment plans, in accordance with
guidelines laid down by the Government; secondly, analysis of current devel-
opments in the Greek economy along with appropriate short and medium-
term forecasts, the formulation of proposals for stabilization and development
policies; and thirdly, the education of young economists, particularly in the
fields of planning and economic development.

Today, KEPE focuses on applied research projects concerning the Greek
economy and provides technical advice to the Greek Government on economic
and social policy issues.

In the context of these activities, KEPE has produced more than 650 pub-
lications since its inception. There are three series of publications, namely:
Studies. These are research monographs.

Reports. These are synthetic works with sectoral, regional and national di-
mensions.
Discussion Papers. These relate to ongoing research projects.

KEPE also publishes a tri-annual journal, Greek Economic Outlook, which
focuses on issues of current economic interest for Greece.

The Centre is in continuous contact with foreign scientific institutions of a
similar nature by exchanging publications, views and information on current
economic topics and methods of economic research, thus furthering the ad-
vancement of economics in the country.






FOREWORD

The founding of the Centre of Planning and Economic Research (KEPE) fifty
years ago marked the beginning of systematic analysis of the Greek economy
and had a profound effect on economic research and policy formation in
Greece. The Board of Directors decided to honour the fiftieth anniversary of
KEPE with the publication of a volume, containing scholarly contributions by
current and past researchers and associates of KEPE. A conference was held
at KEPE in February 2010, where original applied research papers were pre-
sented, and following a peer review process, they are included as contribu-
tions to the volume at hand.

The contributions to this volume examine the evolution and prospects of
macroeconomic imbalances of the Greek economy, as well as the effects of
structural, institutional and market features upon economic performance.
While many papers deal with endemic problems of the Greek economy, there
are also papers dealing with the current Greek economic crisis that began in
2008 and escalated in 2010 mainly as a debt crisis.

It is hoped that the documented and systematic examination of many
structural and current problems of the Greek economy, will contribute to the
debate about overcoming the crisis and fostering economic growth.

Professor PANAGIOTIS G. KORLIRAS
Chairman of the Board and Scientific Director

February 2011
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INTRODUCTION

Stella Balfoussias
Centre of Planning and Economic Research

Panos Hatzipanayotou
Athens University of Economics and Business

Costas N. Kanellopoulos
Centre of Planning and Economic Research

The studies included in this Honorary Volume have been grouped into
four analytically distinguishable, broad areas of economic research accord-
ing to their subject and content. Following our initial idea of presenting ap-
plied research on important aspects of the Greek economy, the first part
contains studies on macroeconomics and fiscal policy, the second deals with
labour markets and earnings distribution, the third contains sectoral studies,
while the fourth part includes papers on the role of institutions in economic
performance. This introduction offers a brief presentation of the papers—fo-
cusing on research hypothesis, methodology and main results.

At this point, we wish to thank the authors for responding to the initial
call, and for providing informed examination of their topics; we also thank
the referees for their valuable contributions to this volume. Compiling this
book—with many papers coming from a large number of authors—has re-
quired a lot of organizational work, management of the manuscripts and lan-
guage and production editing. We appreciate the efforts of everyone involved
in the completion of this volume and we hope that its readers will, too.

PART I: Issues in Macroeconomics and Fiscal Policy

This part consists of seven studies examining general macroeconomic is-
sues of the Greek economy as such, and also of the Greek economy com-
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pared with other eurozone economies. The issues raised in this section range
from studying the evolution of output growth and domestic demand and
household consumption and borrowing activity; the role and the efficacy of
fiscal policy in growth and economic cycles in Greece; the relationship be-
tween savings-investment and the role of current account deficits in financ-
ing investment activity through expanded international capital flows; the
driving factors of yield differences of EMU country-members’ government
bonds with similar characteristics, focusing on the yield differences between
Greek-German 10-year fixed rate euro-denominated government bonds dur-
ing the recent global financial and economic crisis. Finally, two related stud-
ies provide elaborate study of business cycles: one examines the chronology
of the different turning points in general Greek economic activity, the other
offers a comprehensive comparative examination of medium and long-term
relationships between cycles for the majority of countries in the euro area.

Stella Balfoussias, in her study Potential Output Growth in Greece, de-
velops a supply-side model of the Greek economy in order to generate esti-
mates of potential output growth and of the output gap in Greece conditional
upon alternative functional specifications of the production functions— e.g.,
Cobb-Douglas and CES—and of parameterizations of production technolo-
gies, e.g., capital augmented or neutral technological change. The model is es-
timated for the period 1980-2008, accounting for prevalent supply side
features of the Greek economy—specifically, the evolution of the labour-out-
put and capital-output ratios, factor shares in output and costs, and variabil-
ity of aggregate mark-up in the economy. The author further examines the
question whether the present recession may have a negative impact on po-
tential output and derives indicative scenarios for future developments on
the basis of the empirical estimates. The study’s main conclusion is that with
the current juncture of world economic crisis and growth slowdown, con-
ventional fiscal and monetary policy tools cannot provide the needed re-
bound of the Greek economy. Rather, the future process of growth and of
evolution of potential output can come only through a smooth transition to
higher capital stock, better utilization of the labour force, and sustained total
factor productivity growth by easing frictions in labour markets and imple-
menting structural policies that increase factor productivity.
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Ersi Athanassiou, in her study Household Borrowing and Domestic De-
mand, examines the relationship between growth in household borrowing and
domestic demand in Greece and other eurozone countries in recent years
(1999-2009). The premise of the study is that fast growth of household debt
over a long period produces high gains for domestic demand while it lasts, but
inflicts severe losses when it ceases. Specifically for Greece, and on the basis
of the above premise, Greece’s domestic demand displayed a strong expan-
sionary trend over the period 2000-2007 primarily owing to a very strong ex-
pansion of credit to Greek households, resulting in a strong path of GDP
growth reaching 4.5% in 2007. Since then —that is, 2008/9—the global finan-
cial crisis inflicted a sharp decline in the rate of expansion of household debt,
from 30.5% in 2005 to approximately 13% and 3% in 2008 and 2009, respec-
tively. This resulted in a serious weakening of household consumption and
substantial decline in the growth of GDP—that is, 2% in 2008 and -2.2% in
2009. In the light of this empirical evidence, the study examines the changed
role of household debt from that of a pivotal driver of economic growth to
that of a major factor of weakening growth of domestic demand and GDP. The
main finding of the study is that for Greece the weakening of domestic de-
mand and output growth may not be as severe as that suffered by other eu-
rozone countries, such as Ireland and Spain (who seemed to bear a high degree
of similarity to Greece), or France and Italy who bore fewer similarities to the
Greek case. However, in the case of Greece, the minimum rate of credit ex-
pansion required for the net injection of household debt to domestic demand
to return to positive levels is considerably higher than that of the other euro-
zone countries. The main reasons for this discrepancy are the considerably
higher interest rates on consumer loans, and the relatively higher proportion
of these loans to total household debt in Greece compared with other euro-
zone countries. As a result, the ensuing policy implications in these countries—
for both government and the financial-banking sector— differ widely.

Evangelia Kasimati, in her study The Macroeconomic Relationship between
Investment and Saving in Greece, examines the macroeconomic relationship
between investment and savings in Greece. Contesting, both theoretically and
empirically, the premise of whether savings are the primary determinant fac-
tor of investment is a long-standing issue in macroeconomics for both closed
and open economies. In particular, examining the savings-investment nexus
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in the context of a small open economy and member of the eurozone—Ilike
Greece—provides several advantages and draws important policy implications
for a variety of reasons. Greece, through its process of integration in EMU, has
experienced a significant increase in international capital inflows, and, rela-
tive to the past, has thereby enjoyed a higher degree of flexibility in financing
its domestic investment through current account deficits. Thus, there should-
n’t be a statistically significant relation between domestic investment and do-
mestic savings as, according to the so-called Feldstein-Horioka (1980) puzzle,
savings in each country respond to worldwide investment opportunities and
investment in each country is financed through a worldwide pool of capital.
Given the underlying presence of international capital mobility, the relevant lit-
erature argues for a ‘de-escalation’ of the magnitude of correlation between
savings and investment in economies with low trade barriers and a high degree
of international capital mobility. Several interesting results surface from the
analysis. The ‘de-escalation’ of the magnitude of correlation between savings
and investment appears to be present in the Greek data for the period under
examination. Savings is almost half the size of investment throughout the pe-
riod under examination indicating a persistent and significant deficit in
Greece’s current account. This empirical observation, on the other hand, raises
serious policy considerations regarding the handling of such deficits and the
possibility of destabilizing the economy. The analysis also suggests that gov-
ernment policies that encourage savings remain an important factor for boost-
ing investment in the economy, but not the other way round. Other
variables—such as the interest rate and profitability—remain of low impor-
tance in explaining the variance of savings and investment throughout the pe-
riod.

Ekaterini Tsouma, in her study Dating the Greek Business Cycle: Is there
Evidence of a Late 2000s Recessionary Regime for the Greek Economy?, ap-
plies various business cycle dating procedures in order to provide a robust
reference chronology of the turning points in general Greek economic activ-
ity from January 1970 to September 2009. The dates from the interpolated
monthly GDP series are considered as the established dates of the Greek busi-
ness cycle reference chronology for the period under examination. The lo-
cated switch points identify the mid-1970s recession, the early 1980s ‘double’
recession, the mid-1980s recession and the early 1990s ‘double’ recession. In



INTRODUCTION 17

regards to the current economic developments, the data confirm a reces-
sionary period for the Greek overall economic activity in the late 2000s.
Specifically, April 2008 is dated as the peak month and, hence, May 2008 pres-
ents the first month in the latest recessionary regime ending an expansion
phase that lasted 185 months. The absence of any indication of recovery until
September 2009 suggests that the Greek economy has not yet exited the con-
traction. The robustness of the derived reference chronology is enhanced by
the confirmation of widely accepted business cycle stylized facts, such as the
significant asymmetry characteristic between expansions and recessions. The
durations as well as the amplitudes indicate different behaviour during peri-
ods of expansion and contraction.

loanna Konstantakopoulou and Efthymios Tsionas, in their study New Ev-
idence on Stylized Facts of the Business Cycles in Euro Area Economies, are
driven by the currently standing view of the relevant literature that business
cycles are a purely monetary phenomenon. Thus, the eurozone comprised a
readily suitable set of countries to study comparatively the evolution of busi-
ness cycles, in both static and dynamic contexts. Moreover, since in the very
recent past several of these countries have been hit hard—and some will be
still suffering hard consequences for a long time to come—several important
guestions arise related to the chronology of their business cycles. For exam-
ple, how has output fluctuated in these countries over the period in ques-
tion, and particularly during the recent past of the global economic
downturn? Have any countries rebounded or do they show signs of upturn
from the current recession? Are the cycles of the eurozone countries inter-
related and what are the links between them? Among their findings it is con-
cluded that there are long-run relationships between cycles for the majority
of countries in the euro area, with the exception of Italy, Finland and Spain
with four lags. Moreover, the German cycle is strongly linked with the Greek
and Irish cycles, the Spanish cycle is linked to those of France and lItaly, and
the Belgian cycle is strongly linked to the Finnish. Austria, Belgium, Germany,
France and the Netherlands constitute a core of countries that are closely
bound together. Finally there are strong links between specific eurozone
countries, e.g., Greece and Germany, France and Spain.

Dimitris Papageorgiou, Apostolis Philippopoulos and Vanghelis Vassi-
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latos, in their study A Toolkit for the Study of Fiscal Policy in Greece, provide
a comprehensive study of a longstanding theoretical and macroeconomic pol-
icy debate that has puzzled economists and policy makers in Greece—that is,
the merits of fiscal expansion versus fiscal consolidation, and the effectiveness
of the various fiscal policy instruments on growth and cycles in Greece. The
novelty of their study is that it provides quantitative answers to questions
such as those above, by using a DSGE model incorporating key stylized facts
of the Greek economy, and in particular the inclusion of an active public sec-
tor. The model is calibrated to the Greek economy over the period 1960—
2005, and despite analytical simplifications (e.g., the absence of imperfect
competition in product and factor markets, or the absence of monetary fric-
tions such as price and wage rigidities), it provides very useful insights which
at the very least can be viewed as a benchmark understanding of fiscal pol-
icy conduct in Greece. Some of the results worth noting are: (i) the current fis-
cal pattern in Greece proves to be unsustainable in the sense that either cuts
in public spending or tax rate increases, relative to their values in the data
set, are required in order to ensure a well defined long-run fiscal equilibrium,
(ii) a significant portion of macroeconomic volatility in Greece can be attrib-
uted to fluctuations in fiscal policy instruments, and (iii) both short and long-
term fiscal multipliers in Greece are relatively small, usually less than one,
implying that they hardly provide a ‘real’ multiplier effect.

Nikolaos Georgikopoulos and Tilemachos Efthimiadis, in their study Gov-
ernment Bond Yield Spreads in the EMU: The Case of Greece, provide an em-
pirical investigation of the medium-term driving factors of the yield
differentials (spreads) in government bonds in the EMU, using as a case study
the yield differentials between Greek and German long-term government
bonds. The motivating factor for this study is, according to the authors, the
premise that the creation of the EMU was expected to reduce, even elimi-
nate, the yield differences of member country government bonds of similar
characteristics. Thus, utilizing quarterly data for the period 2001-2009 they
examine the significance of three primary driving factors of yield differences
between 10-year fixed rate euro denominated government bonds. These are,
(i) the liquidity of government bonds mostly due to country specific factors as-
sociated with the securities issuing process, which they proxy by the overall
outstanding volume of sovereign debt, (ii) the credit risks reflecting the mar-
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ket evaluation of the creditworthiness of the borrowing countries, i.e., the
possibility of default proxied by a country’s (general government) debt-to-
GDP ratio, and (iii) two alternative measures of international risk aversion
identified in the relevant literatures as factors driving the euro-area govern-
ment bond yield differences. The main conclusions drawn from this study are:
(i) both measures of international risk aversion constitute the most impor-
tant explanatory factor for the yield differentials between Greek-German gov-
ernment bonds, (ii) the proxy for the liquidity factor is significant for the
majority of the models tested, and (iii) the proxy for the credit risk factor, the
Greek-German debt-to-GDP spread ratio, is not statistically significant.

PART II: Labour Markets and Earnings Distribution

The second part of this volume consists of eight studies documenting and
analysing issues of the Greek labour market referring mainly to the level and
structure of employment and wages. The issues raised in this section include
the study of the effects of the current economic crisis upon the Greek labour
market, the evolution of worker flows between employment, unemployment
and inactivity during the period 1998-2009, the documentation and analysis
of inter-industry wage differentials using cross sectional data of 2006, the size
and dynamics of low pay in the Greek labour market in the 1990s, the de-
composition of gender pay gap into that caused by productivity differences
and the ‘unexplained residual’, the identification of the best variable in dis-
tributional and poverty studies, the middle term detailed occupational pro-
jections by region, and finally the educational achievement of youth of
migrant origin—that is, second generation immigrants.

Stavros Zografakis and Pavlos Spathis, in their study The Economic Crisis
and the Labour Market, provide an examination of the effect of the current
economic crisis on certain variables of the Greek labour market. In the first
part, they identify and model the factors associated with the probability of the
employed becoming unemployed during the period 2008:Q1 to 2009:Q2—
showing that labour market features, like construction, tourism, manufac-
turing, as well as personal characteristics, such as mature age, do influence
the examined probability. In the second part, using a multi-sectoral general
equilibrium model, they investigate the effects of the economic recession on
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key macroeconomic aggregates depending whether wage flexibility or in-
flexibility is assumed. While the adjustment of (un)employment turns out
lower and wage decline higher under wage flexibility rather than under in-
flexible labour market wages, in both cases public sector deficit turns out
higher, indicating the need for extra measures to reduce it.

Costas Kanellopoulos, in his study Size and Cyclicality of Worker Flows in
Greece, examines the developments of worker flows between employment,
unemployment and inactivity—which helps our understanding of the changes
in aggregate stock labour market variables, as well as the business cycle fluc-
tuations. Moreover, the article decomposes the variation of unemployment
rate into the contribution of job separation and job finding, using alternative
recent methodologies. The analysis, based upon data extracted from the
Labour Force Survey, covers the period 1998-2009 on an annual basis (ret-
rospective information on labour market state), and 2004-2009 on a quar-
terly basis (rotated panel information on transitions between labour market
states). The main conclusion is that even though the Greek labour market dis-
plays remarkable dynamism, as employment increased substantially during
the examined period, its flows are relatively low and substantially lower than
those in many other European countries: this is consistent with the inflexible
and dual character of the Greek labour market between unemployed and em-
ployed statuses. Moreover, these flows remain rather stable during the ex-
amined period and turn out to be cyclically countercyclical. Even though
unemployment fluctuation is rather limited, alternative decompositions of
unemployment flows show that both the job finding rate and job separation
rate are important determinants of this fluctuation.

Daphne Nikolitsas, in her study Evidence on Inter-industry Wage Differ-
entials in Greece, documents and analyzes the size of raw and conditional
(controlling for personal and employer characteristics) inter-industry wage
differentials in Greece in 2006, using the Structure of Earnings Survey (SES).
While worker and employment characteristics reduce substantially the stan-
dard deviation of inter-industry wage differentials, the remaining wage dif-
ferentials, as in other European countries, turn out to be substantial and with
similar pattern to the raw ones, suggesting that other forces might be at play.
The paper examines alternative explanations of these conditional inter-in-
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dustry wage differentials like unobserved ability, working conditions or the
potential for rents, using information extracted from other official datasets.
A positive association between the size of conditional wage differentials on
the one hand, and an industry's rents and an industry’s structure on the other
is found, supporting the role of ability to pay in inter-industry wage differen-
tials. Furthermore, competitive explanations—such as the risk of accidents
at work—also contribute to explaining inter-industry wage differentials. In-
terestingly, unlike in other applications on this subject, the rank correlation of
inter-industry wage differentials across occupations is found to be low; how-
ever, according to the author, this doesn’t permit the outright rejection of
the unobserved ability hypothesis.

Nikolaos Kanellopoulos, in his study Low Pay Dynamics in the Greek
Labour Market, investigates the development of low pay among Greek men
in the 1990s, using data from the Greek side of the European Community
Household Panel (ECHP) dataset. While the issue of low pay concerns its de-
termination without damaging productivity or employment, as the author
points out, it may also positively affect total employment, providing oppor-
tunities to low productivity workers. The paper identifies both the extent and
profile of the low paid, defining them as those who earn less than two thirds
of hourly median earnings, as well as its determinants by estimating a variety
of dynamic random effects probit models of the probability of being low paid.
In doing so, he examines whether previous low pay affects current low pay
status, i.e. whether there is low pay persistence or genuine state depend-
ence. Moreover, the author pays attention to the treatment of unobserved
heterogeneity, as well as the so called initial conditions problem, which arises
when the beginning of the examined period does not coincide with the be-
ginning of the stochastic process generating low pay. Both the summary sta-
tistics and the estimated models show that the probability of being low paid
is considerably higher for those who were low paid a year ago. Furthermore,
low paid employees are more likely to exit paid employment than higher paid
employees, while those entering paid employment are more likely to end up
in low pay, suggesting that there is a low-pay/no-pay cycle in Greece. The es-
timated models show that ignoring initial conditions tends to overestimate
the effect of previous low pay incidence, which varies between 7.2 to 8.4 per-
centage points, suggesting that there is a scarring effect of low pay. Interest-
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ingly when transitions into other labour market states are also included in
the analysis, the probability of moving up the wage distribution is higher for
those previously low paid than for the unemployed or inactive, which sup-
ports the hypothesis that low paid jobs act as a stepping stone to higher paid
jobs, suggesting that low pay employment is better than no employment at
all.

Maria Albani, Evangelia Papapetrou and Yannis Stournaras, in their study
Decomposition of Gender Wage Differentials in Greece using Quantile Regres-
sion Analysis: The Impact of Education, analyze the gender wage gap in Greece
using data from the 2005 survey on Income and Living Conditions (EU-SILC).
The main features of their approach is the division of the examined sample into
low education (secondary education or lower) and high education (post-sec-
ondary +) employees, the application of quantile regression, as well as the de-
composition of observed wage differential, taking as benchmark the
non-discriminatory structure proposed by Oaxaca and Ranson (1994), into ‘en-
dowment characteristics’, into ‘male advantage’ and into ‘female disadvantage’.
Their results (Tables 5 and 6) show that the average gender wage differential
is lower for those with high (0.269) than with low education (0.356) employ-
ees, while a significant portion of it (0.178 and 0.213 respectively) can be ex-
plained by including the productive characteristics of workers in the analysis.
While there are differences between the examined quantiles, it turns out that
the female disadvantage seems to be a remarkable component of the unex-
plained part of the wage distribution,raising the issue of potential inefficien-
cies in the Greek labour market for female workers.

Theodore Mitrakos and Panos Tsakloglou, in their article Analyzing and
Comparing the Impact of Alternative Concepts of Resources in Distributional
Studies: Greece, 2004/5, look for a monetary variable that can be used as a
reliable welfare indicator and serve effectively for the design and implemen-
tation of policies aiming to alleviate poverty or reduce inequality. The prob-
lem arises from the potentially inconsistent results obtained when disposable
income and/or consumption expenditure are used to measure population
welfare. The authors propose the notion of ‘permanent income’ as a more
stable welfare indicator of the population members, which is derived from
the information of all available monetary welfare indicators using a latent
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variable approach. The disadvantages of the normally used disposable in-
come and consumption expenditure, as well as the advantages of permanent
income in measuring inequality and poverty, are illustrated using the 2004/5
Greek Family Expenditure Survey. For example, the distribution of permanent
income was found to exhibit substantially lower inequality than the distribu-
tions of disposable income or consumption expenditure. On the other hand,
the structure of inequality, as accounted by all welfare indicators, does not dif-
fer substantially across distributions, although in the distribution of the per-
manent income differences ‘between groups’ was found to account for a
higher proportion of aggregate inequality than in the distributions of dispos-
able income or consumption expenditure. Such findings are likely to have im-
plications for the design of policies aimed to reduce aggregate inequality and,
particularly, for the purposes of targeting efficiently the limited resources
available for poverty alleviation.

Theodoros Katsanevas and llias Livanos, in their article The Balance of
Demand and Supply of Professions: A Labour Market Information System for
Greece, deal with the medium term employment projections for various (de-
tailed) occupations at national and regional level. Such reliable projections
seem useful for (among others) education and training policy makers, for
labour market guidance practitioners and even for individuals choosing their
careers. The authors explore possibilities for developing a Labour Market In-
formation System for Greece, which is developed upon the idea of the ‘bal-
ance of demand and supply of specific professions’ as a tool for occupational
predictions. Available information on (un)employment and wages by occu-
pation, on the outflows of the educational system, as well as macroeconomic
sectoral projections are taken into account. The results obtained are then
combined with primary data on occupational prospects collected through
semi-structured interviews carried out by university students with actors
within the labour market to produce desired occupational projections. In gen-
eral, presented results suggest a growing demand for highly skilled mainly
technical occupations, while the demand for low skilled ones, with the ex-
ception of those related to trade and commerce, is declining.

Jennifer Cavounidis and loannis Cholezas, in their article The Educational
Outcomes of Youth of Migrant Origin in Greece, deal with the educational at-
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tainment of immigrant children, who mostly have known only Greece as their
home country. The educational attainment of migrants is compared to that of
native youth aged 15-29, taking into consideration whether they have al-
ready completed or are still attending education. The necessary information
for the analysis is derived from the Greek Labour Force Surveys for the years
2004-2008 (pooled data) and the results verify the existence of an educa-
tional gap between migrant and native youth, similar to the experience of
other European countries. Despite controlling for numerous characteristics
that seem to have an effect according to gender or ethnic group, native youth
have double the chances of having completed or of attending higher educa-
tion compared to migrants, while women fare better than men in all ethnic
groups. What is most worrying, though, is that the largest ethnic group—
namely, the Albanians—seems to have the greatest educational deficit. Thus,
the authors conclude that efforts must be made to ensure that this educa-
tional deficit will not turn into an employability deficit later on, with severe
consequences for the lives of youth of migrant origin as well as for Greek so-
ciety as a whole.

PART Illl: Sectoral Studies

The third part of this volume consists of five studies examining sectoral is-
sues of the Greek economy. The issues raised in this part include the meas-
urement and evolution of sectoral capital output and capital labour ratios of
the Greek economy, the effects of information and communication technol-
ogy (ICT) in Greek industry, the impact of CAP reforms on the distribution of
farm income, the evolution and structure of agricultural employment, and fi-
nally the prospects for the biofuel market in Greece and its potentials to meet
the EU 10% target of liquid biofuels use for transport in 2020.

Theodoros Skountzos and Nicolaos Stromplos, in their study Sectoral
Capital-Output Ratios and Capital Intensity in the Greek Economy, estimate
capital-output and capital-labour ratios for 16 production sectors of the Greek
economy, applying the open input-output model. Using the available input-
output tables of 2005 and 2000, as well as time series of capital stock by sec-
tor, they produce sectoral (total and direct) capital coefficients, which differ
substantially among examined sectors and decreased during 2000—2005 for



INTRODUCTION 25

the majority of examined sectors. The authors offer alternative explanations
of these changes in combination with the changes in capital intensity.

Sotiris Papaioannou and Sophia Dimelis, in their paper An Empirical In-
vestigation of Direct and Spillover Effects from Information and Communica-
tion Technology in Greek Industries, examine the impact of ICT, as well as their
spillovers, on productivity growth in Greek industries. The ICT investment in
each industry, proxied as the inflows from the three ICT industries, was very
smallin 1995 and with sharp increase after 2000, albeit concentrated on a few
industries. Applying an extended Cobb-Douglas production function, the au-
thors examine two different time periods—the late 1990s and the period
2001-2008. It turns out that there is a significant increase in the productiv-
ity impact of ICT during the period 2001-2008, while it is insignificant during
the 1990s. Also the effect of lagged ICT is significantly positive and larger in
size than the impact of current ICT investment. On the other hand, the ICT
spillover effects appear with negative—though small in size—impact on pro-
ductivity growth.

Eleni Kaditi and Elisavet Nitsi, in their study The Impact of CAP Reforms
on the Distribution of Farm Income, examine the distributional implications of
the successive Common Agricultural Policy (CAP) reforms on farm income in
Greece. Using data from the 1998, 2002 and 2006 Farm Accountancy Data
Network and applying standard methodology, the authors provide interesting
information on the structure and evolution of farm income, as well as the ef-
fects of subsidies upon certain inequality and poverty indices at national and
regional level. The main results show that income inequality has increased,
farms’ degree of dependency on support is decreasing, and agricultural in-
come presents a rather stable share in total farm income over time. Interest-
ingly the authors relate the increased income inequality at least partially to
continuous CAP reforms.

Prodromos-loannis Prodromidis, in his contribution The Evolution and
Composition of the Agricultural Labour Force in Greece: 1998—2008, exam-
ines the contraction of the Greek agricultural labour force in this period when
many other sectors of the economy exhibited employment growth. Using
data from the Labour Force Survey at the level of the 13 geographic regions
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and applying relevant econometric techniques, the paper isolates the effects
of certain personal productive and structural characteristics whi