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In brief

Ç Tappinginto the markeddynamismof foreign tourist inflows, the tourism sector in Greecehasproved resilient in the faceof the prolongedeconomic

crisis,standingout asoneof the few sectorsthat increasedemploymentlevelsin the period2008-2016(up 7%versusa declineof 23%for the rest of the

businesssector). Similarly,tourismreceiptsfrom abroadwereclosetoϵ13 billion in 2016(versusϵ11.6 billion in 2008), generating73%of foreignsurplus

in services(up from 57%in 2008). Onthe backof thesedevelopments,the accommodationsectorincreasedits contribution to GDP(3.5%in 2016versus

2.5%in 2008, and1.6%on averagein the maincompetitorMediterraneancountries).

Ç Duringthe courseof the crisis,the Greekaccommodationsectorenhancedits extroversionandtherebymore than compensatedfor the fall in domestic

demand. Spearheadingthis upward trend were individual foreign tourist bookings(who boostedtheir shareof foreign hotel demandto 45% in 2016

versus25%in 2008, thusbringingabout a declinein the contributionof foreigntravel agents). Thisdevelopmentis noteworthy,sinceindividualbookings

are more profitable, the gapbetweenthe two beingcloseto 20%in 2016. Anothernotable feature of the crisisperiod hasbeenthe upgradeinƘƻǘŜƭǎΩ

quality (whichwasaccompaniedby a 10%increasein bedsin the period 2008-2016), with more than 80%of new bedsbeingin 4-5-star hotels,thereby

bringingtheir total shareto 43%of bedsin 2016, versus37%in 2008.

Ç Asthe increasein supply(of beds)waslesspronouncedthan the increasein demand(10%versus19%in the period 2008-2016), Greekhotelsachieved

increasedroom occupancyrates. Thetrend in total room occupancywasreflected in the trend in pricesfor individualtourists, which, following a 14%

drop in the period2008-2013, reboundedstronglyin the period2013-2015(up by 23%). Asa resultof thesedevelopments,salesby Greekhotelsgrewby

18% in the period 2008-2015 and the operatingprofit margin returned over the last four yearsto pre-crisislevels(24% in 2015 versus20% in 2010).

However,the combinationof negativeshocksin 2016(i.e. instability in the regionanddelayedimpactof capitalcontrols)exerteddownwardpressureon

pricesandput a brakeon growthof foreigntourist bookingsat Greekhotels.

Ç More important than short-term fluctuations in daily tourist expenditureon accommodation,food and other services/goods(circa1/2 is directed at

hotels) is the fact that suchexpenditureover the past decadehas remainedcloseto ϵ70 - a level significantlylower than the averagein competitor

countries(by about 15%). A possibleexplanationfor this developmentis the tourist qualitymix,asthe shareof arrivalsfrom SEEuropeincreasedto 11%

in 2016from 4%in 2005(partly dueto the gradualimprovementof the relevantroad infrastructure,suchasthe EgnatiaOdosandthe new borderposts,

aswell asthe increasein per capitaincomein thesecountries). Asa result, the shareof high-incometouristshasdeclinedςa developmentconfirmedby

NBsurveyof 200SMEshotelsfor the period2008-2016(downfrom 27%to 23%of their foreignvisitors).
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In brief

Ç Thedeteriorationof the tourist mix is not uniform acrossall hotels. To illustrate, the weakerpart of the hotel sector,beinglessoutward oriented (with

60% of visitors being Greeks,versus30% in the caseof the more dynamichotels), faced a severeneed for more foreign visitors due to the waning

domesticdemand. However,the poorer quality of their building facilities(just 27%are 4-star or over, comparedwith 74%for the dynamichotels)has

adverselyaffectedtheir ability to attract high-incometourists from the traditional andeconomicallydevelopedEuropeanmarkets,forcingthem to switch

to the marketsof the BalkansandEasternEurope. Thisdevelopmentalsohasa regionaldimension,asthe weakerhotelspresenta markedconcentration

in northern Greece(1/2 of hotels in Macedoniaand Thrace,comparedwith 12%in Creteand the SouthAegean),where daily tourist spendingis lower

(circaϵ50versusϵ80for Creteandthe SouthAegean).

Ç Thesecondstructuralproblemof Greektourism is highseasonality,with over 3/4 of overnightstaysbeingin the periodJune-September(versus60%for

competitordestinations),thusleadingto lower thanoptimumperformancereflectedin:

V annualroomoccupancyrates(standingat 27%versus40%for competitors),and

V return on accommodationinfrastructure(which is 8%lower than competitorsin terms of operatingprofitability per unit of fixed assets,despitethe

injectionof profitability from the higherpricedsummermonths).

Ç In the medium term, (i) the expansionof the tourist seasonto the levels of directly comparablecompetitor destinationscombinedwith (ii) closer

alignmentof the tourist qualitymix in Greecewith that of competitordestinationscouldincreasetourismreceiptsbyϵ5 billion per yearςoverѹof which

would,accordingto estimations,be channelledto hotels. Theadditionalinvestmentrequiredto implementthis strategyiscumulativelyϵ6 billion in hotels

andϵ16 billion in other tourism infrastructuresςwith upgradedinfrastructuresattractinghigher incometourists whichwould therebyserveto increase

hotel pricesaswell asthe consumptionof goodsandservices. Theaforementionedinfrastructurescouldbe completedwithin five yearsif annualtourism

investmentreturnsto roughlyits pre-crisislevel.

Ç In addition, the problem of markedseasonalitycan be addressedby promoting city destinations- with hotels stressingthat specialforms of tourism

(conference,medical,sportsetc.) couldserveaskeypotentialdriversof growth.

Note: Thegraphswith greenshadingderivefrom the NBGfield surveyconductedon asampleof 200SMEsof the hotel sector.
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Tourism has proven resilient during the crisis increasing its contribution to GDP, jobs and exports

Ç Standingout asoneof the few sectorsthat boostedemploymentin the period2008-2016(up 7%versusa

drop of 23% for the rest of the businesssector), tourism in Greecepresentedstrong resilienceand

dynamismduring the crisis. Specifically,official tourism receiptsfrom abroadtoppedϵ13 billion in 2016

versusϵ11.6 billion in 2008 (accordingto BoGdata), thus generating73% of the external surplus in

servicesversus57% in 2008 (while in the sameperiod shippingforeign exchangeearningsdeclinedby

62%).

Ç One of the key beneficiariesof this dynamic was the tourist accommodationsegment (64% of the

tourism sector in terms of value added),whichςafter a small slowdown in the period 2008-2010ς

recoveredgraduallyover the last six years to pre-crisis levels both in terms of value added (circaϵ6

billion)andjobs(nearly80,000employees),amountingto:

V 3.5% of GDPin 2016 versus 2.5% in 2008 (and an averageof 1.6% in the country's main

Mediterraneancompetitors),and

V 2.2%of total employmentversus1.7%in 2008(andan averageof 1.4%in the mainMediterranean

competitors).



6

The strong dynamic of foreign tourist inflows helps offset the impact of reduced domestic demand

Ç Foreigntourist arrivalsin Greeceincreasedby 65%in the period2010-2016, at circa25million

in 2016. With 60%of thesearrivalsstayingin hotels, this trend led to increaseddemandfor

hotels, thus fully offsetting the declinein domesticdemand(down 16% in the period 2010-

2016). Asa result, total tourist arrivalsat Greekhotels increasedby 12%in the period 2010-

2016, with foreign tourists accountingfor 2/3 of total arrivalsat Greekhotels versus55% in

2010.

Ç Whilethe averagedurationof the stayof foreigntouristsat Greekhotelsfell marginallyin the

period2010-2016(dueto a highercontributionof individualvisitorsversuslong-staypackage

holidays),overnightstaysby foreigntouristsgrewby 33%in the period 2010-2016(versusan

increaseof 35% in terms of arrivals). Giventhe weak domesticdemand(which accountsfor

19%of overnightstays),total occupancyat Greekhotelsincreasedby 19%in the period2010-

2016.
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Although demand through travel agencies remained unchanged and prices of package holidays fell slightly...

Ç The increasein foreign tourist demandappearsto be due exclusivelyto individual travellers,who

doubled in the period 2008-2016. In contrast, bookingsvia travel agenciesfell by 20%, with their

contribution declining to 25% of arrivals in 2016 versus 43% in 2008. This is a noteworthy

developmentsinceindividualbookingsaremoreprofitable,with spendingper overnightstaybeing8%

higheron averagein the last 10 yearsversusbookingsvia agenciesςwith the gapbetweenthe two

wideningin 2016to circa20%.

Ç While packageholidays last 10 days on average,as comparedwith stays of 3 days' duration for

individual travellers (up from 2.5 in 2008), their contribution in terms of overnight stays is also

declining,thoughremainingat highlevels(55%in 2016versus75%in 2008).

Ç Total daily tourist expenditure(for accommodation,food and other costs)is broadly in line with the

respectivetrendsof both bookingmethods,with packageholidaypricesdecliningin the period 2013-

2015. Combiningthe two impacts (of daily expenditure and number of nights), packagetourists

accountforѹof hotel receiptsin 2016versusҁin 2008.
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...demand by individual tourists posted significant growth, increasing occupancy rates and prices

Ç Thedemandfor a greaternumber of overnightstaysby individual foreign tourists was accompaniedby a circa10% increasein bed numbersin

Greekhotelsover the last 8 years(from 720,000 bedsin 2008to 800,000 in 2016). Note that the growth in supplywasaccompaniedby a quality

upgrade. Specifically,while the percentageof bedsin 4-5 star hotelswasjust 37%in 2008, new bedscreatedover the last 8 yearswere 80%in 4-5

star hotels. Therefore,capacityat 4-5 star hotels in Greeceincreasedby 30% and accountedfor 43% of bedsin 2016 (versus37% in 2008). This

improvementis alsoreflectedin the marginallylargersizeof Greekhotels(anaverageof 81 bedsper hotel versus76 bedsin 2008, andan average

of 36bedsfor all accommodationestablishmentsversus34bedsin 2008).

Ç Giventhat the increasein bedswaslesspronouncedthan the increasein total numberof nightsspent(10%versus19%, respectively),Greekhotels

improvedtheir occupancyrates. Specifically,after a slight slowdownin the beginningof the crisis(2008-2012), hotel occupancyrates during the

monthsthat hotelswereopen(circa6 monthson average)grewto 53%in 2016versus43%in 2012, thoughstill remainingbelowthe averageof the

maincompetitorMediterraneandestinations.

Ç Theincreasein occupancyrates was reflected in the trend of pricesfor individualtourists (who accountfor 45% of total nightsspent by foreign

tourists in Greekhotels),which grew by 23%in the period 2013-2015, following a declineof 14%in 2008-2013. Asa result of this increase,high-

seasonpricesin Greekhotelswerealmost25%higherthan thoseof the mainMediterraneancompetitorsover the lastthree years(datafrom online

bookings).
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Higher demand combined with improved quality was reflected in the sector's financial results, bringing operational 

profitability close to 25%

Ç To sum up the foregoingeconomicimpacts,salesby Greekhotels grew by 18% in the period

2008-2015 reflecting a correspondingincreasein the number of nights and stable prices(i.e.

pricesmovingup for individualtouristsanddownfor travelagencies).

Ç Total operational cost of Greekhotels followed a similar trend to sales,since the improved

quality of hotel serviceswhich (besidesinvestmentsin fixed assets)led to higher operational

cost for purchasesof goodsandservices(58%in the period 2008-2015) waspartiallyoffset by

reductionin labourcost.

Ç Giventheseconditions,operatingprofit marginsreturned over the last four yearsto pre-crisis

levels(24% in 2015 from the low 20% in 2010, and 25% in 2008), though representinghotel

operationswith lower wagesandhigherqualityof servicescomparedwith pre-crisislevels.



Ç Theupwardtrend in the sectorwassubjectto a combinationof shocksin 2016putting a temporarybrake

on its growth momentum. Specifically,the imposition of capital controls and conditionsof high political

uncertainty in Greecein summer 2015 meant that hotels were in a disadvantageousposition when

negotiatingpriceswith agenciesfor the 2016packages,with the result that priceswere forced down by

8%.

Ç Along with the high uncertainty among hotel owners that led them to arrangeearly bookingsat low

prices,the unstableclimatein Turkey(combinedwith increasedmigrationflows)createdfurther pressure

on individualbookingsaswell, thus pushingpricesof online salesdown by 10%in 2016(and16%for the

highseason),impactinglikewiseoverallpricesin the sector.

Ç Thisdeclinein prices,combinedwith a lower rate of foreign tourists stayingin hotels -- as opposedto

rented roomsor homes-- during their stay in the country (accountingfor 41%of nightsspentby foreign

tourists in 2016versus42%in 2015), servedto pushdown averagedaily expenditureby foreign tourists

by 9.4%(toϵ67 in 2016fromϵ74 in 2015).
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Nevertheless, 2016 was impacted by a combination of negative shocks (i.e. instability in the wider region and delayed 

impact of capital controls) that put pressure on prices...



Ç With regard to arrivalsin 2016, the conditionsof political uncertainty prevailingin Turkey led to

lossesof 11 million foreign tourists from the Turkish market (of which approximatelyѹ are

estimated to have sought hotel accommodation). The country that benefited most from this

redirection of tourist flows was Spain,where high room occupancywas boosted by 10% in 2016

(versus6%in 2015) dueto the growth in foreigntourist arrivals,alongwith a correspondingincrease

in receipts(sincepricesremainedvirtuallyunchanged).

Ç On the other hand,under the pressureof instability in the region, foreign tourist arrivalsat Greek

hotels fell by 2% (i.e. 0.3 million tourists), thus reducingthe country'sshareof the Mediterranean

hotel market to 8%in 2016vs 8.4%in 2015(endingthe sustainedupward trend of Greece'sshare

after 2012, whenit stoodat 7%).

Ç It is worth noting that Greekhotels managedto offset the decline in foreign tourist arrivalswith

Greek tourist bookings,thereby posting relatively unchangedtotal arrivals in 2016, while room

occupancyalsoremainedunchanged.
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... and put a brake on growth of foreign tourist bookings at Greek hotels
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Ç More important than the short-term fluctuationsin daily tourist expenditure(half of which is spentat the hotels)is the fact that over the pastdecadeit

has remainedat circaϵ70 (approximatelyϵ95 for tourists stayingin hotels andϵ55 for the rest) - an amount significantlylower than the averagein

competitorcountries.

Ç Specifically,sincethe measurementof tourist expenditureis been conductedusinga different methodologyin eachcountry, the estimateson tourist

expenditure in the various destination countries are not comparable. In this light, we constructedan Index of Daily Tourist Expenditurefor each

destinationcountry usingthe data as measuredby the countriesof origin of the tourists. Accordingto our estimations,the averageEuropeantourist

spends15%lesson a dailybasisin Greecethan in competitor destinationcountries(and34%lessthan total tourist destinations). Note that the average

shareof foreigntouristsstayingin hotelsin Greeceison averagecloseto the shareof competitordestinations(circa40%in termsof nights)*.

Ç Asregardsthe lengthof stay,despitethe fact that the total tourismflows in Greecefollow the internationaltrend for fewer overnightstays,the reduction

of the length of staymainlyconcernstourists stayingin accommodationestablishmentsother than hotels (with an estimateddecreaseof 38%in 2008-

2016) while the numberof overnightstaysof foreign tourists in Greekhotelsseemsto havedeclinedonly slightlyto 5.2 daysin 2016versus5.4 daysin

2008(dueto anincreasedcontributionof individualtouristsstayingfor fewer daysversusvacationpackages).
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Apart from occasional fluctuations, daily tourist expenditure in Greece seems to remain at a relatively low level...

* The comparison of these shares among said countries is subject to reservation, 

since estimations of total tourist arrivals derive from national statistical sources, 



Ç Turning to the progressover time of the foreign tourist mix in Greece,we note that the quality

improvementin termsof supplyhasnot beenaccompaniedby a correspondingquality improvementin

the mixof foreigntourists,mainlydueto two adversefactors:

V The share of tourists from high-spendingcountries (North America,Australia,West Europe)is

graduallydecreasingdue to the surge in tourist flows from SEEuropecountries (whose share

reached 11% in 2016 versus 4% in 2005) after (i) the improvement of the relevant road

infrastructures(border stations and EgnatiaOdos)and (ii) the increasein per capita income of

thesecountries.

V At the sametime, Greeceover the pastsixyearshasraisedits shareof the Mediterraneanarrivals

market (to 8% from 6%), by gainingshare from destinationsof low tourist expenditure(mainly

countriessuchasN. AfricaandTurkey).

Ç Thedeterioration the quality mix of the tourist flows is supportedby NBGsurveyof a sampleof 200

SMEshotels,who sawa reductionin their shareof high-incometourists in the period 2008-2016(from

27%to 23%of their foreignvisitors).
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... and reflect the tourist quality mix in Greek hotels



15

NBG survey indicates that the deterioration in the tourist mix has not been uniform across all hotels ...

Ç Focusingon the theme of the qualitativecompositionof tourists,we note that the deteriorationof the tourist mix in Greekhotelshasnot been

uniform. More specifically,on the one handwe havethe dynamichotel SMEs(comprising53%of the sectorin terms of salesor 26%in terms of

number of businesses),which achievedincreasedsalesduring the period 2008-2016, standingout both for the high participation rate of high-

incometouristsandtheir marginalimprovement(28%in 2016versus27%in 2008). At the other endof the spectrumstandthe weakerbusinesses

(comprising9%of the sector in terms of salesor 25% in terms of number of businesses),which sawtheir salesfalling during the sameperiod,

showingon one handa high participationof low-incometourists amongtheir clientele(29%in 2016) and on the other handa constantlyfalling

participationrate of high-incometouriststhat arebeingreplacedby thoseof low-income(just12%in 2016versus18%in 2008).

Ç Thisqualitative diversificationalso had an impact on room prices,with dynamichotels increasingtheir price spreadin comparisonwith weak

hotelsto 115%in 2016versus23%in 2008.

Ç It is important to underlinethat a hotel'sdynamismis not just a matter of size. Indeed,the more dynamichotelsaremostly largerin size,though

40%of smallhotelsalsofall under this categoryof hotelsreporting increasedsalesduringthe period2008-2016(versusa 60%sharefor medium

sizedhotels).
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... but mainly derived from poor quality hotels in terms of infrastructures and services, which sought to boost their sales 

by attracting low-income tourists from abroad...

Ç The more dynamichotel SMEs(with a positive salestrend, premium room rates and high-quality tourists) rely on the higher quality of their

infrastructureandservicesprovided(asindicativelyreflectedin the highratio of brandedproductsincludedin the mealsoffered).

Ç Onthe other hand,the weakerhotels,beinglessoutward oriented (with circa60%of clientelebeingGreeks,versusunder30%in the caseof the

dynamichotels),faceda severeneedfor rapidenhancementof performancedueto the waningdomesticdemand. However,the poorerqualityof

their infrastructure(with just 27%are 4-star or over,comparedwith 74%in the caseof thosethat haveexperiencedincreasedsales*),combined

with the lower quality servicesoffered to their visitors,hasadverselyaffectedtheir ability to attract high-incometourists from the traditional and

economicallydevelopedEuropeanmarkets,forcingthem to switchto the marketsof the BalkansandEasternEurope.

Ç Accordingly,the impactof theseweakhotelsis two-pronged: Onthe onehand,they serveto increaseforeigntourist arrivalsbut at the sametime

theyhaveanadverseeffect on the qualitymixof foreigntouristsin Greece.

* NBG's field survey data are weighted on the basis of sales, and accordingly are not comparable with the corresponding data of the Hellenic Statistical Authority. 



Ç Basedon a businessdata analysisfrom the ICAPdatabase,we concludedthat poor quality hotels are

overwhelminglyconcentratedin certain regions(mainly in Northern Greece),i.e. 1/2 in Macedoniaand

Thraceversus12%in Creteandthe SouthAegeanin termsof SMEnumbers.

Ç Theseregionsweremarkedby increasedexportactivity (e.g. more than doublein EasternMacedoniaand

Thrace,i.e. 46%in 2015versus22%in 2008) to counterbalancethe markeddeclinein Greektourists(32%

in EasternMacedoniaandThracein the period 2008-2015versus18%in Greeceasa whole). Dueto the

relatively poor quality of their infrastructures(just 1/4 of accommodationestablishmentsin Northern

Greeceis 4 or 5-star versus1/2 in Creteand the SouthAegean)thesehotels understandablysoughtto

attract tourists with lower daily spending(circaϵ50 versusϵ80 for Creteand the SouthAegean). Note

that nearly 1/2 of tourists in Centraland Western Macedoniacome from Balkancountries, including

howevera significantshareof Germantourists(22%), who neverthelessspend1/2 of the amountspentin

Creteandthe SouthAegean(ϵ40versusϵ80).

Ç At the sametime, giventhat tourists from Balkancountriesconstitutethe mainmarketof hotel guestsin

Northern Greece,the presenceof lower quality and cheaperhotels in theseregionslead to a mutually

beneficialequilibrium.
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... a conclusion that is also confirmed by regional data on Greek tourism

Origin
% share in 

nights

Avg daily 

exp.
Origin

% share 

in nights

Avg daily 

exp.

Germany 22% 81 Germany 22% 40

Un. Kingdom 14% 78 Serbia 12% 45

France 10% 84 F.Y.R.O.M. 12% 40

Italy 7% 66 Bulgaria 11% 38

Netherlands 6% 67 Romania 9% 51

Russia 4% 74 Albania 7% 28

U.S.A. 3% 113 Cyprus 6% 40

Poland 2% 62 Un. Kingdom 4% 61

Belgium 2% 79 Russia 4% 69

Region total 70% 79 86% 46

Source: Bank of Greece, NBG estimates

Average daily expenditure by Greek region and by country of origin

Crete - South Aegean islands           

(highest daily expenditure)

Central-Eastern Macedonia               

(lowest daily expenditure)
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Ç Besideslow dailyexpenditure,a significantfeature of Greektourism is highseasonality,with

over3/4 of foreignǘƻǳǊƛǎǘǎΩovernightstaysbeingin June-September(versus60%for its main

competitors). The problem is mainly on island locations (covering3/4 of foreignǘƻǳǊƛǎǘǎΩ

stays),where seasonalityexceeds80% of overnight staysduring the 4 high-seasonmonths

(comparewith respectiveseasonalityof circa50%for urbandestinations).

Ç Asa resultof highseasonality,the annualoccupancyrate in Greeceis low, amountingto 27%

of beds(includingthe monthswhenhotelsremainclosed),comparedwith 40%on averagein

competitorcountries.

Ç In order to copewith the problemof intenseseasonality,Greekhotels resort to significantly

increasingtheir pricesduringJulyand August,considerablyhigherthan in low-season(up by

60% on the islandsand 23% in urban destinations). As a result Greekhotel prices in July-

Augustare12%higherthan thoseof their competitors(while15%lower duringthe remaining

months).
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High seasonality is the second structural problem of Greek tourism...
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... and tends to limit the return on hotel investments, despite the profitability generated by high prices in the summer ...

Ç Highseasonalityof demandin Greekhotels is reflectedin their financialperformance,particularlytheir low fixedassetturnover (0.34 compared

with 1.00 for Europeanand 0.48 for Mediterraneanhotel SMEs). Theaboveperformanceis partially offset by the high-seasonpricing policy,

which generatesfor Greeksmalland medium hotels high annualoperatingprofitability of 25% versus11% in Europeand 15% for their main

Mediterraneancompetitors. Since2010, operatingprofitability hasbeenfollowing an upwardtrend on the backof risingprices,resultingin full

recovery(from the fall in pricesof the previousperiod)andstabilizationto pre-crisislevels. Note that highprofit marginsmaypartiallyreflect the

fact that, due to high seasonality,Greekhotels remainopen fewer monthscomparedwith competitor destinations (i.e. 5 monthson average

versus7).

Ç Accordingly,high profit marginshelp narrow the gapbetweenGreeceand Europeas regardsthe performanceof tourist infrastructure,which

from 60%lower in termsof salesper fixedassetsunit endsup 8%lower in termsof operatingprofitability per fixedassetsunit. In spiteof closing

the gap, Greekhotel SMEscould achievemuch better performanceby extendingthe tourist period, taking advantageof their higher profit

marginsthat arean indicationof the highernaturalcompetitivenessof the Greektourist product.
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... with profitability being even higher at the hotels on the islands


