"Improving the quality of multi-level governance and strengthening the resilience of island
economies of Croatia, Greece, and Sweden"

Policy Report on factors affecting growth and productivity of
island economies in Greece'

A. Introduction

In this Report, the factors that affect the growth and productivity of island economies will be
analysed for Greece. A comprehensive analysis of conditions, challenges, and policy responses
provides the input and information that shape island development in Greece. At first, a brief
presentation and analysis for all the islands of Greece is presented, focusing on island-specific
factors that impact island economies. Four different areas are analysed:

e Business development and competitiveness on and of the Greek islands, with a focus on
the effectiveness of existing strategies and policies that aim to foster economic
development and entrepreneurship on the islands. In more detail, the analysis addresses
(i) innovation, green initiatives, digital advancements, and the energy transition; (ii)
factors influencing insular businesses, including labor availability and costs.

e Service provision on Greece’s islands. The Report examines the quality and accessibility
of essential services on the islands, including transport infrastructure, ICT, social
services, healthcare, education, and water supply. The analysis will consider current
service standards and suggest future adjustments.

e Government subsidies and support for island economies in Greece that seek to balance
the additional costs associated with insularity.

e Special focus is given to the current national strategic framework for Islands and the
programmes to support island development, such as the equivalent transport costs
programme and the support to business and entrepreneurship schemes.

These areas are then analysed focusing in the case studies on the Regional Unit of Chios
(including Psara and Oinousses) and the municipality of Kastelorizo.

' For the current report the output of previous studies is going to be used. Mainly three of them:
The Development of the Islands — European Islands and Cohesion Policy” (EUROISLANDS), Targeted
Analysis 2013/2/2, ESPON 2013, Programme, (https://archive.espon.eu/programme/projects/espon-
2013/targeted-analyses/euroislands-development-islands-%E2%80%93-european-islands), Aegean
Sustainable Tourism Observatory, 2020, 2" report on the sustainability of tourism in the Aegean Islands
2019, https://tourismobservatory-n.ba.aegean.gr/index.php/en/reports-2/ & Insularity: Development
directions and funding for the 2021-27 programming period, EETAA (Greek society of Local Development
and Local Authorities), https://www.eetaa.gr/wp-content/uploads/2023/06/nisiotikotita-2021-2027.pdf



https://archive.espon.eu/programme/projects/espon-2013/targeted-analyses/euroislands-development-islands-%E2%80%93-european-islands
https://archive.espon.eu/programme/projects/espon-2013/targeted-analyses/euroislands-development-islands-%E2%80%93-european-islands
https://tourismobservatory-n.ba.aegean.gr/index.php/en/reports-2/
https://www.eetaa.gr/wp-content/uploads/2023/06/nisiotikotita-2021-2027.pdf

OECD’s Report on “Regional Policy for Greece Post-2020” arrives at five recommendations to
face the structural problems of Greek Regions that have deteriorated after the decade of long
economic and the pandemic crisis (2009 -2020):

1. Strengthening and empowering regional policies.

2. Fostering productivity, competitiveness and local job creation in all regions.

3. Fostering quality employment and social inclusion in all regions.

4. Enhancing connectivity and sustainable developmentin all regions.

5. Strengthening multilevel governance for regional development.

OECD stressed on the fact that this ambitious national strategy can be complemented by a
place-based development strategy: “Regions, cities, rural communities and municipalities
should align objectives, and all have an active role in meeting the economy-wide objectives
while tailoring public investments and service delivery to local needs.” Several
improvements have been made and the shift towards a greater place-based approach to regional
development policy is taking place, notably through “i) a decentralisation agenda, in particular
regionalisation; and ii) a more strategic approach to EU funds management, including a greater
regional approach in the 2014-20 programming period compared to the previous one” (OECD,
2020).

Concerning the first recommendation, the strengthening of the place -based approach to
regional development, it deems necessary to prioritise place-based policies across different
types of Greek regions (metropolitan, regions with a manufacturing base, rural regions and
insular regions) and adapt structural policies to their needs and opportunities. The report also
explains some of the issues Greek regions face and specifically the islands and proposes actions
to address them. It advocates:
- foranational place-based policy with a long-term vision,
- forthe elaboration of along-term evidence-based and integrated development strategies
at the regional and local levels,
- for supporting place-based policy intervention by quality data and public consultations,
- tomake better use of spatial planning and develop integrated perspectives at the regional
level mainly by the alignment of regional spatial plans and Regional Operational
Programmes.
It also stresses the development of integrated national and regional tourism strategies in the
medium to long term that will use tourism as a catalyst for regional development by connecting
tourism to local value chains by:
fostering integrated approaches to tourism thematic product development and
marketing,
promoting vertical production processes to enhance the delivery of high-added-value,
certified food products and strengthening the agricultural production base of tourist
areas to address the shortage (e.g. in islands) of resources required by residents and
tourists,
developing all-year-round supply chain networks, in cooperation with local suppliers and
regional logistics centres that may also improve competitiveness by investment
promotion and the simplification of business regulations,
developing a comprehensive agro-tourism policy.



This study is an opportunity to fill this gap and provide a concise framework of a national and
long-term insular policy because islands are territories with specific characteristics and
consequently the ‘one size (policy) fits all’ territories must change?. This policy must be
supported by an integrated development strategy to strengthen the resilience of these vulnerable
territories and use European and national funds but also need structural changes with specific
legislation. If a policy for the islands is to be effective, it has to be based on the analysis of the
specific conditions/characteristics of islands and the reality of the Greek islands and on the
conditions that make a place attractive for residence and as a business establishment place.

What are the specificities and the common characteristics of the islands? And what are the
consequences of these characteristics? Islands differ according to characteristics such as size,
population, distance from the mainland, etc, but despite these differences there is a common
thread that unites them, what is called insularity or islandness and is typically composed by both
physical and symbolic characteristics:

A. Small Size: More often than not, islands are small both in terms of areal size and
population. Small populations result in small internal markets and limited local
demand for commodities and services, as well as a small workforce. This, in its turn,
limits scale and concentration economies. Concurrently, small size also typically
results in limited land and natural resources for agriculture and other economic
activities based on extraction of natural resources. Small size also regularly
endangers environmental balance making environmental management a necessity.

B. Remoteness and isolation: as islands are hard to get to and thus high installation and
operating costs for companies, households and the state are typical.

C. Experiential identity: islands are ‘objects of the mind’ in addition to being physical

objects. They have their own place in the imagination and perceptions of people and
social groups, and they are viewed in different ways by visitors —tourists compared to
long-term local inhabitants. Some typical representations for visitors are islands as
places where you can ‘escape’ from everyday life and live ‘utopias’, while local
inhabitants view them as everyday living spaces that often class with those of visitors.
D. Rich and vulnerable natural and cultural environment: As a result of their small size

and isolation many islands have unique environments with many rare and endemic
species and valuable terrestrial and marine ecosystems. Additionally, numerous
islands have arich historic past due to their strategic position on the maritime routes,
highlighted through monuments, settlements and landscapes; many of these have
been classified as national, European, or even world cultural heritage sites. This
unique natural and cultural capital has been used mostly for tourism.

Changes in transportation with land, air and longer sea routes by big vessels replaced short sea
shipping routes -in which islands were at the heart of- and has disadvantaged their economies.
Islands, due to their size, could not support economies of scale and economies of concentration.

2 The European Court of Justice considers that a discrimination “... consists in treating similar situations
differently, and different situations similarly” (Finding of the Court of First Instance —fourth chamber-, 26
October 1993. Wagner Ruling Cases T-6/92 et T-52/92)



These characteristics provoked additional costs for enterprises, households, the construction
and operation of public services. The issue of infrastructure is vital, as regardless of population
size, islands require all essential infrastructure and services to be operating on site to support
residents and businesses. Unlike continental areas, islands cannot rely on neighbouring areas
and/or islands for services such as education, healthcare, goods, and even private services.

Consequently, due to changes of the global model, most of the islands were no longer attractive,
and this resulted in economic decline and population exodus. Today some developments are
available to island societies to reverse these trends:
- New technologies of communication and information, that can reduce the negative
impacts of insularity (small scale and isolation).
- New technologies for small and medium sized companies and services such as cultural

and other creative activities, education and research, health care services, information,
and so on.
- Other technological changes, including the development of new forms of renewable

energy, technologies of partial substitution of natural resources, progress in the
transportation sector, etc., that can have a moderating effect on the limitations caused
by insularity.

- The shift of human aspirations towards quality, expressed by an increasing demand from
different population groups including the so-called digital nomads but also researchers,
entrepreneurs, artists, etc. to live in areas with high quality natural and man-made

environments; in this case the availability of services and amenities is key for these
groups to consider settling on islands.
- The increasing importance of leisure activities, as again, islands offer plenty of

opportunities for leisure-oriented activities and can turn themselves into attractive
locales.
- The green economy, with low resource input and waste output that is a global demand,

fits with islands’ low resource availability.
- The blue economy with new emerging activities can give new opportunities

- The increasing importance of the principle of subsidiarity for more efficient policies
application, giving to the local level a major role to play in decision making through
participative procedures.

The consequences of these evolutions have changed the connotation of insularity from a
negative one linked to disadvantages to a more neutral one, linked to specificities, considered as
new opportunities within a new international environment. The term “islandness” has replaced
the term “insularity” for many researchers. The question whether islands can become attractive
places is manyfold: Each place has a different attractiveness due to different characteristics,
including quantity (stock) of capital (natural, artificial, human) necessary to produce goods and
services for human well-being and the historical path of each place. This attractiveness is not
something unchangeable; the islands’ characteristics became a “disadvantage” when mass
production turn into a key factor and now the same characteristics has changed to
“opportunities” as quality of life and sustainability took advantage.



Attractiveness both for business and for living can be measured by an increase, of the activity
(growth or even better development) in the first case and of the population (the amelioration of
its characteristics as age, level of education etc make the local society more sustainable) in the
second one. It has to be underlined that very high attractiveness is not necessarily positive for
the overall sustainability of an area as it puts pressure on the environment if it not very well
managed. Here there is a difficult equilibrium to find, specifically for islands that have limited
capitals that can be easily consumed from an uncontrolled tourism growth.

A typical example over time, which reflects the changes in the attractiveness of a place, are the
significant changes in terms of migration flows in Greece, especially those that have occurred
from 1950 untiltoday to and from islands. In the first three post-war decades (1950-1980) a major
rural exodus in all Greece was even more intense on mostislands. After the 1990s -that coincides
with the diffusion of tourism growth-, the inflow of foreigh economic migrants and the reduced
rate of outmigration from the islands stabilized or increased their populations until the early
2010s and the economic crisis. The developments vary in intensity and trend among different
islands and depend on the dynamics of each place: Rhodes and Corfu experienced tourism
development as early as the 1950s, while for most of the islands, tourism became important only
in the 1980s or later. Today, tourism and its intensity determine their attractiveness and provide
the most important economic opportunities and livelihoods and secondarily the agri-food sector
or the processing industry. The absolute dependence on tourism and the high seasonality, which
is intertwined with the prevailing tourist product of the sun and the sea, creates a special form of
“seasonal attractiveness” that requires special management.

1. Greek Islands Today

The state of Greek islands today is complex and requires an analysis on multiple spatial scales.
By Greek islands, we refer to the 114 inhabitant ones according to the latest census, thatinclude
80 administrative units of different levels, from the local community® (LAU2 that administratively
belongs to a LAU 1) to a region (NUTS2%).

Administratively these islands are belonging to 26 Regional Units as presented in the Table ....

Table...: Administrative status of islands

Region Regional Unit Islands
Anatoliki Makedonia
Thraki Evros Samothraki
Thassos Thassos
Kentriki Makedonia Halkidiki Amouliani
Thessalia Sporades Alonissos, Skiathos, Skopelos
lonia nissia Zakynthos Zakynthos
Kefallonia Kefallonia

3 ELLSTAT (Greek Statistics) generally gives economic data for the Regional Units and demographic ones
till the level of LAU2; under this level the only available data is the total population. It concerns 34 islands
the largest of which is Pserimos with 80 inhabitants, part of the Municipality of Kalymnos.

4 Crete as well as Evia (that cannot be considered as an island from the European point of view as it has a
bridge connecting it with Greece mainland) are not included in the current analysis.



Ithaki

Ithaki

Kerkyra Kerkyra, Erikoussa, Mathraki, Othoni, Paxi
Lefkada Lefkada, Kastos, Kalamos, Meganissi
Sterea Ellada Evia Skyros
Fokida Trizonia
Peloponissos Lakonia Elafonissos
Agkistri, Aigina, Antikythira, Kythira, Poros,
Attiki Nissia Attikis Salamina, Spetses, Hydra,
Voreio Aigaio Lesvos Lesvos
Limnos Limnos, Agios Efstratios
Chios Chios, Oinousses, Psara
Samos Samos
Ikaria Ikaria, Fournoi. Thymaina
Kalymnos (Telendos. Pserimos), Leros
(Farmakonissi), Patmos, Arkoi, Agathonissi,
Notio Aigaio Kalymnos Astypalaia, Lipsi,
Kos Kos, Nysiros
Rodos Rodos, Tilos, Chalki, Symi, Kastellorizo
Karpathos Karpathos, Kassos
Syros Sytos
Andros Andros
Milos Milos, Kimolos, Sifnos, Serifos
Thira Thira, Thirassia, los, Sikinos, Folegandros, Anafi
Naxos, Shinoussa, Koufonissi, Donoussa,
Naxos Amorgos
Paros Paros, Antiparos
Mykonos Mykonos
Tinos Tinos
Kea-Kythnos Kea, Kythnos
Kriti Gavdos

. In red, zones that are coastal and include islands

. In italics, islands that are not considered in this report
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Figure 1. The administrative status of Greek Islands?

A. Population

The islands have been classified on both their population and aerial size: the number of the
permanent population is an important aspect to attract private services, and the size of the area
gives a broader idea about the possibility to sustain population and activities.

Table 1: Classification of Greekislands that are administrative units according to aerial size
and permanent population (Case study islands in bold typeface)

Less than
Less than 1,000 1,000-3,500 3,500 with 3,500-20,000 More than
inhabitants inhabitants administrative inh. 20,000 inh.
center
Trizonia, Mathraki,
Erikoussa, Koufonissi,
Kastos, Amouliani,
Schinoussa, Megisti
(Kastelorizo), Thirassia, | Agistri, Poros,
Lessthan | Othoni, Donoussa, | Paxi, Fourni,
L . Spetses
40 sq.k Agathonissi, Oinousses, | Patmos,
Lipsi, Iraklia, Elafonissis, | Antiparos
Meganissi, Antikythira,
Kalamos, Chalki,
Folegandros, Kimolos,
Anafi, Psara




Nisyros, Ydra,
i{(;:lz,ssos Skiathos, Leros,
40 -100 Sikinos, Ag. Efstratios, Tilos Kassos, Sifnos, | Ithaki Thira, Aigina, Syros, Salamina
sq.k . Mykonos,
Serifos, Skopelos
Astipalaia, P
Kythnos
Kalymnos,
Milos, Tinos,
los, Amorgos, Paro.s, Ikaria, Kos, Lefkada,
100 - 500 . Kythira,
Samothraki, Kea Zakynthos,
sq.k Karpathos,
Skyros Samos
Thassos,
Andros, Naxos,
Limnos,
More Kerkyra, '
than 500 Kephaloma,
sq.k Chios, Rodos,
Lesvos

Source: ELSTAT

These two parameters are not the only ones that need to be considered, as location, natural
resources and history are also very important factors for their state and dynamics. Seasonal
populations and the difference between what are called “winter” and “summer’ populations are
also very important for public and private services on islands, even for short stays for the majority
of visitors and high seasonality.

The population change, due to natural balance (births — deaths) and migration flows, provide -
compared to national and islands’ averages- a good firstindication concerning the attractiveness

of a place.
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Figure 2. Natural balance/capita versus population change % for Greek islands



Other factors that make places attractive include the possibility for employment with positive
career opportunities and good quality of life, including access to public interest services of a
minimum standard quality, high environmental quality, and good governance, among others.

Table 2. Selected regional (NUTS 2) indicators for Greek Regions (island Region are marked
with bold typeface)

% of early Populatlon
at risk of People . .
Employment leavers Deposits Basic
Unemploy- poverty or born Well- Opport-
rate (% pop from . . per Index human . i
ment 2022 . social outside . being unities
20-64) education . capita needs
or trainin exclusion, EU %
g 2022
Greece 66,3 12,4 3,7 26,3 5,8 18583 79,7 86,2 83,7 68
Attiki 69,3 10 3,5 21,8 7,2 27856 81,7 90,2 83,3 70,1
V'ore'lo 67,3 11,5 4,2 27,8 7 14112 87,2 91,8 87,1 81,5
Aigaio
Notio
L. 64,4 10,7 4,3 22,6 8,1 19291 83,4 88,9 83,7 76,2
Aigaio
Kriti 68,8 12,1 5,2 17,8 5,6 14705 85,7 92 82,5 81,4
Iqmé 64 12,9 1,2 31,8 10,9 16002 73,1 80,4 82,6 55,2
nissia
EU 74,6 6,2 9,8 21,7 9,6

Source: EU, 9" cohesion report, 2024 & EU regional Social Progress Index (EU-SPI) 2.0, 2024 edition

As the values of the indicators in Table 2 show, differences in performance are evident between
the Island Regions and especially South Aegean and lonian Islands Regions. Tourism loos large
over the economy of all islands, resulting in higher attraction rates for in-migrants and, most
importantly, recording the highest per capita bank deposits after the Region of Attica where
almost 50% of the total population of the country and more than 54% of the total GDP is
generated.

The values of the European Social Progress Index indicate a negative performance for the lonian
Islands. This seems to justify the continued population decline, despite the intense development
of tourism, larger population sizes and relatively high accessibility to the mainland compared to
the islands of the South Aegean Region.

B. Economy

Concerning the sustainability of islands’ economy, it is necessary to record (a) how effective and
competitive it is today and (b) to provide information about its perspectives. The parameters
examined to evaluate the output (growth) of the productive system (typically considered as
economic effectiveness) and the changes and prospects of the economy (typically considered
as its fragility) are:

- The efficiency - competitiveness of an economy as measured by growth with GDP.
Within a system that is based on growth, the more competitive an economy is, the more
products and services it produces. The evolution of GDP per capita shows that the
islands have followed globally national changes: a net increase until 2008 and a very



35.000

30.000

25.000

20.000

15.000

10.000

5.000

0

sharp decrease due to the financial crises of early 2010s. This was guided not only by
national restrictions of public (and private) spending, but also to the effects the global
crisis had to international tourism until 2012. A very slow recovery is reported after 2015,
disrupted again by the covid crisis, even if tourism activity rebounded quickly. Therefore,
the nominal convergence achieved during 1995-2008 was literally swept by the crisis of
2008 revealing the fragility of an economy based on internal expenditure based mainly on
consumers loans, the increase of the public deficit and not on improving structural
deficiencies of the Greek and islands’ economy. Today, Greek GDP per capita stands at
67.3% of the EU average (compared to 84.2% twenty years ago) placing the country at the
26" place and the majority of the Greek regions in the group of the least developed ones.
The South Aegean Region that has the best performance is at the second place of all
Greek regions with 67.3%, lonian Islands with 57.4% at the 5™ place, Kriti with 56.4% at
the 7™ place and North Aegean with 41% at the last place.
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Figure 3: GDP evolution (2000-2022) for Greece and islands LT3 (NUTS 3) areas (Source: ELSTAT)

The robustness of economic performance is perhaps more important than growth
performances per se. The parameters affecting it include:
o the productivity of the main productive activities and their relative importance in
the “competitive” economic branches of the overall economy of the area,
the degree of dependence on the main activity(ies) — monoculture,
the level of economic “leakages” (i.e. activities that produce value in an area, but
this value leaks as incomes to other areas),
o thelevelandthe composition of new investments, especially towards innovation.

Based on the Regional Competitiveness Index (RCl) and the Regional Innovation Scoreboard (RIS)
the national performance and that of the insular regions is rather disappointing. For the RCI,
South Aegean is at the 224 range from 234 EU regions, lonian Islands at the 220 position, North
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Aegean at the 218™ and Kriti at the 210™ place, while Greece is at the 26" place among the
member states. For RIS, South Aegean is classified at the 221° position, last among the Greek
regions as “emerging innovator+” together with lonian Islands and North Aegean, and only Kriti,
scoring 82.1 at the 150" place, is considered as “moderate innovator”.

The economy of the islands is characterised by a different than the national average mix: the
added value produced by “Wholesale and retail trade”, “accommodation and food service
activities” and “transportation and storage” represents from 20.2% of the total Added Value for
Chios and up to 52% for Zakynthos and the Kyklades islands, when the national average is at
25%. Real estate activities are more balanced, ranging from 10.8% in the Dodekanese up to
18.2% in Ithaki-Kefallinia (national average at 16.1%), while public services (administration,
defence, social security and education) vary from between 9.4% in the Kyklades to 32.1% in
Lesvos (national average at 18.2%). These differences reflect tourism development level
differences.

Lefkada IS Y I

Ithaki, Kefallinia | I I
Kerkyra | N
Zakynthos NN
Kyklades I | I
Dodekanissa N I
Chios | I

Ikaria, Samos | EEE
Lesvos, Limnos | 0 I
ELLADA | e S I S,

0,0 20,0 40,0 60,0 80,0 100,0 120,0
B agriculture

B secondary sector
construction
H trade, transport, tourism
B Information and communication
Financial and insurance activities
M Real estate activities
B Professional, scientific and technical activities, administrative and support service activities
B Public administration and defence, compulsory social security, education, human health and

social work activities
B Arts, entertainment, recreation, other service activities, activities of households as employers,

Figure 4: Composition of added value by sector for Greek island NUTS2 areas (2022) source
ELSTAT, processed by the authors
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A more detailed picture forms from the business register data at the level of regional unit (NUTS
3, Figure 5) for 18 economic branches. Agriculture, manufacturing and hotels & restaurants are
the basic competitive productive activities® of the economy to which recently were added the
“information and communication sector” and the “financial, insurance activities, arts and
entertainment activities”. Other activities such as “trade”, “construction”, “water supply”,
“professional & administrative services” and “public services” cover local demand®. Based on
the data provided in Figure 5:

- The three most competitive activities (agriculture, manufacture and hotels and
restaurants) plus the retail activity represent more than 70% of the total turnover of the
local economy and more than 60% of the employment,

- the presence of “hotel & restaurant” branch for all islands is more important than the
national average (4.2% in turnover and 15.3% in employment) and in many cases it
exceeds 30% in turnover and 50% in employment’,

- the presence of manufacturing in all the islands is very low even in comparison to the
national average (21.1%) that is also low compared to European average

- the presence of agriculture varies from 0.9% (Syros and Rodos) to more than 10% in a few
islands (all in the North Aegean Islands Region where tourism activity is lower). All this
demonstrates that tourism does not have a “pulling” effect on other competitive
activities of the local economy, but most of the necessary commodities and also services
to satisfy both tourists’ and locals’ demand are imported.

- therecorded differences of the importance of the trade branch among islands reflect also
the model of tourism development and its proportion to the population level: when trade
branch (both wholesale and retail) is higher than the accommodation and food and
beverage services activities, an island can be considered as less touristic and more
reliant on other activities. Islands such as Kos, Thira, Mykonos, Sporades to name a few,
are places of mass tourism based on hotels, are included in the second category of
islands (figure 5).

- The exports of island enterprises towards mainland are very limited and concentrated to
very fewislands. Itis easierto observe it than to measure it, as the trucks leave the islands
empty, but the is no available published data. The only information that can be used
comes from the analysis of the Trasport Equivalent Policy data analysis (Kizos Th. et al,
2023)8. As mentioned in the article “The findings for transportation in the case study
islands reveal the huge difference between the number and value of transports that
import products to the islands and the number of transport that export products from

5 As “competitive activities” we consider productive activities that produce commodities and services that
otherwise would be imported.

8 The branches of “transportation and storage”, “information and communication” and “financial and
insurance activities” whose presence in other areas is linked to outward looking economies, are
considered as serving local needs for Greek islands and typically contribute very little to their added value
production.

7 Employment data are provided by businesses and not from a census as they are typically provided and
therefore record also seasonal employment and people that are not permanent inhabitants on islands.

8 T Kizos, S Zafirelli, | Spilanis, D Kavroudakis, 2023, A policy tool for island transport cost inequality:
Exploration of the application of the Transport Equivalent Threshold on Greek islands, Island Studies
Journal
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them. For the medium to big size case study islands the average number of transports
out is only 4% of the transports in, while the value of transports out compared to
transports in is slightly higher at 7%. The differences between the islands reflect their
production differences. Islands such as Lesvos, Chios and Naxos produce and export
agricultural products (cheese, ouzo and olive oil for Lesvos, Mastic and oranges for
Chios, cheese and potatoes for Naxos) record higher export to import ratios, while
islands that rely almost exclusively on a tourism monoculture such as Kos and Kerkyra
the ratios are significantly lower, Rodos being between these two groups”

The data that concern the structure of the economy of islands lead to the conclusion that
activities directly linked to tourism and local spending are the only ones with a significant
presence. This indicates a high degree of economic leakages for purchases of goods and
services. Added to this are the leakages originating from entrepreneurs and workers who are not
permanent residents of the islands.
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Figure 5: Business turnover % for selected branches in insular regional units (NUTS2, 2022)
Source: Elstat, elaboration by the authors

The level of productivity is a structural problem of Greek economy, recognised in all EU and
OECD reports. The main reason is the low level of investments, especially after the financial
crisis, but also their sectorial structure, as 45% of the total gross fixed capital formation is in
housing and the very low level of Research & Innovation private and public spending. The Island
Regions show major differences in productivity (Figure 6). On employment productivity, the
South Aegean Region is at the second place (19,933 €/employed) among Greek regions, but
lagging behind the first Attika (39,103), while lonian Islands and North Aegean have lower values
(10,809 and 9,752 €/empl. respectively). The so important “Hotels and Restaurants” sector has
an overall low productivity level (10,794 €/empl) when compared to the national average (26,660
€/empl), but the South Aegean Regions performs well with 21,131 €/empl.
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Figure 7: Employment productivity of Greek Regions for selected branches

C. Environmental issues

The development model followed on islands, based almost exclusively on tourism growth, has
been showing its socio-economic limits, while making more fragile one of these tourism
resources: their unique environmental capital. Some important issues are mentioned below,
concerning air, water, soil and biodiversity quantity and quality®.

9 A report for the pressures exerted by tourism to environment is published by the Greek ombudsman
Sustainable Tourism Development: Framework, Infrastructure, Resources. Special Report 2024,
“https://www.synigoros.gr/el/category/eidikes-ek8eseis/post/eidikh-ek8esh-2024-or-biwsimh-toyristikh-

anapty3h:-plaisio-ypodomes-poroi»

14



Problems are not insignificant concerning the environment as reported in the recent 9" EU report
on economic, social and territorial cohesion. Particulate Matter (PM2.5) pollution is considered
one of the main reasons of health problems and Greece is classified at the 26™ place just above
Poland and Bulgaria. Insular regions have a much lower, but not an insignificant level of pollution.
Water is perhaps one of the most importantissues that Greek islands face. Xerothermic weather
conditions, low underground water availability for many islands and an increasing demand from
tourism have created an acute crisis on many islands. Overall, according to the Water
Management Plans for Island Regions, roughly 85% of the water that is used on islands comes
from underground aquifers and although irrigation accounts for only 43% of the total water
(compared to almost 80% for the country) there is a need for 62 water desalinization units, 13in
the North Aegean, 32 in the Kyklades and 17 in the Dodekanese of total capacity of 77,236
m3/day, while an unknown number of bottled water is consumed, raising transportation and
waste management needs.

The management of wastewater is also an important problem. The need for treatment plants in
allislands, even the smallest ones, has a very high construction and management cost. Many are
built but do not always function properly making the use of the treated water problematic.

Aydin

Mugha

Figure 8. Location of water and solid waste treatment plants

Waste managementis another importantissue, as systems designed for low pressures from low
density populations have to adapt to increasing pressure coming along with tourism. Finding
suitable locations for burying solid waste is yet another issue, especially in smaller islands,
where soil resources are scarce. Difficulties in recycling are also endemic to islands, as there is
a need to transport all collected recyclable waste off the island, typically to Athens, raising the
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costs. Policies for reducing the production of waste within an adapted-on islands’ specificities
project of circular economy do not exist.

Concerning soil, many islands face increased risk of soil degradation and desertification due to
two different and sometimes linked developments: abandonment of almost all productive
activities expect tourism and increasing livestock farming on some islands. Overgrazing, along
with dryer conditions due to climate change has caused significant pressure on soils, resulting
in erosion and degradation.

The management of protected areas is another issue. There are many areas that have been
designated as protected (Figure 9). the management plans are under development

Figure 9. Protected areas in the NATURA 2000 network in Greece.

According to recent resilience reports for the EU, the fragility of the country against climate
change is the highest among EU countries; almost all the Greek NUTS3 regions are classified at
the top of European ones with Kerkyra on the top of all with an expected additional cost of 10.9%
of its GDP. Kyklades and Dodekanissos have the lowest estimated additional costs at 1.9 and
1.8% of their GDP respectively. Greek regions are also highly exposed to disastrous climate
impacts (river floods, windstorms, coastal flooding, river flooding, water shortage and wildfire
danger). Lefkada with 85.4% of its population under threat is the insular region that is most
exposed and Chios the one less exposed (37.3% of its population).

2. Business development and competitiveness

Traditional economic thinking considers that a region needs to be specialized in the sectors that
it has an absolute or comparative advantage. From 1950 onwards, islands around the world were
considered as ideal places for an "escape" from everyday life and with the improvement of
transportation they became the number one destination for organized, mass tourism. Mass
tourism saw in islands new investment and profits opportunities from their integration into the
global economy, but on terms like those of under-developed countries. This model of tourism
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growth based on a replicable product with low productivity and high consumption of resources
has reached its limits on many islands. According to the UN Tourism report (UNWTO, 2019)°,
tourism produces growth but there is no evidence for always resulting in local development and
certainly not sustainable development; to succeed this goal UN Tourism calls governments,
entrepreneurs and tourists for immediate and profound changes in the production and
consumption patterns™.

As it is already mentioned in the introduction of this report, OECD in its report for regional
developmentin Greece provides indications on how to address the problem of low productivity:
- How tourism can be linked to local value chains,
- How can bottom-up initiatives beyond agriculture and traditional sectors be supported,
- How to sustain the development of a broader view of innovation — beyond the traditional
science and technology-based model through better-tuned regional smart specialization
strategies,
- Howto mobilize regional networks of entrepreneurs and researchers to link research and
businesses,
- Howtoreinforce blue economy with activities that that go beyond classic tourism growth
and do not require large-scale investments,
- How to facilitate the creation of quality jobs and support the development of relevant
local skills,
- How to adapt «circular economy» strategies for islands.

National and regional policies will have to build on integrated plans for the implementation of
these guidelines with the development of smaller-scale activities that take into account the
limitations of the size of the islands, and also high quality and value-added products and services
that would contribute to addressing their identified problems (low productivity, tourism
monocultures, low education and skill level of human capital and high economic leakages).
Instead, strategic plans at the national level and operational at the regional and island levels have
focused on supporting large-scale accommodation that is not always compatible with the
landscapes and the identities of the islands, and contribute to the depletion of naturalresources,
while increasing leakages and dependence from intense tourism in a relatively short tourism
period and none at all during the rest of the year. Quantitative and qualitative data on
employment show that «quality employment and social inclusion» is an issue for Greek islands
as what are called as “season” jobs (i.e. jobs for four to six at most months) involve not qualified
and very intensive working hours during the season (typically around 10 to 12 hours a day, 7 days
a week). It is often overlooked that such “al in” strategies for these types of tourism growth
through very profitable in short term real estate operations is not long term viable. Changes in the
governance and planning systems will undoubtedly help in making such plans and implementing
them.

®World Tourism Organization (2018), Tourism for Development — Volume I: Key Areas for Action, UNWTO,
Madrid, DOI: https://doi.org/10.18111/9789284419722, p.22
" The 12" of the 17 SDGs is dedicated to “responsible consumption and production”.
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3. Service provision

As previously mentioned, the small population sizes of many islands often do not justify the
provision of extensive public and private services, particularly on smaller islands. This lack of
essential services makes these islands less attractive for residents and businesses. The most
crucial of these services are classified as Public Interest Services, even when provided by private
entities. These include healthcare, education, transportation, communication, utilities (water
and electricity), social services, as well as leisure, cultural, and athletic services.

Across academic literature and surveys, healthcare consistently emerges as the primary
concern for island residents, regardless of their location. In Greece, efforts to address this issue
include:

e Hospitals on larger islands (5 in the North Aegean, 7 in the South Aegean, and 5 in the
lonian Islands), which are theoretically equipped to provide secondary healthcare.

e Health centers and regional clinics on smaller islands and remote areas of larger
islands, which offer only basic primary healthcare. Consequently, for routine medical
services such as X-rays, blood tests, dental care, and ophthalmological check-ups,
residents must travel to larger islands or the mainland—unless private doctors are
available locally.

Despite the number of these healthcare facilities being seemingly adequate, their quality is often
poor due to shortages of medical and support staff, inadequate equipment, and substandard
building conditions. The development of e-health services in order to avoid patient transportation
for basic controls of preventive health and for “simple” problems (that costs a lot of money plus
the days of absence from work and the family) has failed after 20 years of experimentation using
national and European funds. The National Emergency Medical Service (EKAB), responsible for
patient transportation and hospital transfers, also struggles with limited personnel and
insufficient equipment.

Similarly, education services face significant challenges. While elementary schools operate
wherever there are children of school age, and high school classes exist on mostislands, staffing
shortages and inadequate school infrastructure remain ongoing issues. Smaller schools offer a
limited curriculum, and technical schools are almost nonexistent on smaller islands. Vocational
education and training options are scarce or entirely unavailable, even for key industries like
tourism. Notably, in the Cyclades, there is no vocational training structure for tourism at all.
Communication services, which are vital in reducing the isolation of island communities, are
also lacking. Network speed and reliability are often inadequate, further exacerbating the
challenges faced by island residents.

The accessibility of islands from the mainland is another important issue. It depends on the
existence of an airport or not (there are 4 airports serving the lonian islands, 5 the islands of the
North Aegean, 8 the Dodecanese, 6 the Cyclades & 4 the coastal ones), the duration of the trip,
the cost and the frequency. The latter varies particularly between winter and summer and there
are islands that are not far from Piraeus such as Serifos (without air connection) that may have 4
ferry roots a day in the summer and only 3 per week for 3-5 months in the winter, creating a high
feeling of insecurity and exclusion among the residents. An overview of the disparities of
connection between the capital and the Aegean islands during a winter month is provided in
Figure 9.
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Travelling costs are typically higher than similar distances on land. Moreover, high speed boats
have significantly higher prices than regular ferry lines, while airport tickets prices fluctuate
greatly depending on effective demand and company policies, making this basic public service
for islands a high cost one and not transparent. Another linked issue with this is the destination
availability to the mainland or on bigger/ other islands, especially from smaller islands. Most of
the ferry schedules are designed to serve the needs of visitors and not of the residents of islands.
In few cases local lines that serve smaller islands in their connection with bigger ones are
available from early in the morning (departing from the small island) and returning in the
afternoon, allowing the residents of the small island to access not locally available services and
return home on the same day without having to spend the night on the bigger island. This is the
case for the archipelago of Chios as we will see later.

The safety and quality of the ferry services that link Piraeus with smallerislands and islands along
the lines with bigger islands is another issue. Such itineraries

are considered as not profitable and are subsidized by the government. In most cases the ships
servingthese lines are older and slow and fewer than those deemed necessary to cover minimum
connection needs as defined by the relevant legislation and the real needs of islands (i.e.
transport of commodities, participation at athletic and cultural events, access to public or
private services that are not available of the island etc.).
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Figure 9. Accessibility via airplane and ferry from Athens metropolitan area for Aegean
Islands in isochrone lines (hrs). Source: Karampela S., Kizos Th., Spilanis I., 2016 '

2 Karampela S., Kizos Th., Spilanis I., 2016, A proposed framework to evaluate the impact of agritourism
on local development in smallislands, Island Studies Journal, Vol. 11, No. 1, 2016, pp. 161-176
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4. Government subsidies and support

As tangible policy measures that exist for islands can be considered:
- the “Islands’ Transport Equivalent”'® implemented by the General Secretariat of Aegean and
Insular Policy (GSAIP). It is established in 2018 and concerns:

- The direct subsidy for passengers for the amount by which the price of the ferry ticket
exceeds the price of a ticket for the same distance by bus on the mainland for a maximum
number of tickets each year that is inversely proportional to the island's population

- The direct subsidy of businesses for the amount by which the cost of goods transported
by trucks to the islands exceeds the cost of transporting corresponding goods for an
equal distance between two destinations on the mainland

- thedirect subsidy of owners of commercial and private cars for the difference in fuel price
between the price on the island and the average fuel price in Attica

- the direct subsidy to the entrepreneurs having machines working with fuel for the
difference in price between the price on the island and the average price in Attica

Direct taxation: For taxpayers who permanently reside on islands with a population, according
to the last census, of less than three thousand one hundred (3,100) inhabitants, the taxable
income of the first bracket of the tax scale is increased by fifty percent (50%), in order to calculate
the amount of tax attributable to theirincome One more specific policy for islands concerns the
exemption from direct taxation of residents of the islands below.

Indirect taxation: by the Law 2093/1992, which makes extensive changes to the original Law
1642/1986 of TVA application, due to the abolition of borders in the movement of goods, thus
extending the special regime of reduced tax rates to the Cyclades, Thassos, Northern Sporades
and Skyros and almost to the entire Aegean, while the exceptions are limited only to
industrialized tobacco and means of transport. With the exception of Euboea, Crete and the
islands of the lonian Sea, the legislator, unfortunately in my opinion, did not recognize the
problems of insularity in these island regions, although they were affected equally with the
inhabitants of the other island complexes. This policy was restricted in 2016 to only 5 islands
suffering directly from the migration crisis.

Investment subsidies: itis based on the national policy that is mainly financed by EU funds that
can have (a) higher percentage of subsidy for low development areas and differentiated
economic branches covered at regional level.

Subsides in the agriculture sector: the system of agriculture subsidies (pilar 1) financed by the
European Agricultural Fund for Rural Development (EAFRD) is based on the type of cultivation
and not on the type of geographical area and its possibilities to produce competitive

3 For a analytical presentation of the ITE, Lekakou et al. 2019, The methodology for the application of the
Islands' Transport Equivalent to the Greek islands, Conference: 27th Conference of the International
Association of Maritime Economists, Athens & Stefanidaki et al, 2021, Measuring the impact of a transport
policy. The Islands’ Transport Equivalent in Greece, 29th Conference of the International Association of
Maritime Economists, Rotterdam.
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commodities’. The exploitations and the agrifood sector in LFAs’ receive a higher percentage of
subsidy but they have not an integrated program specific for the islands “from the field to the
shelf and to the tourist's plate” that could create value added that remains locally. It has to be
underlined that the “Special Supply Arrangement for Small Aegean Islands” program, focuses as
it is mentioned in supplying islands with low(er) cost provisions by subsiding imports and not in
sustaining local production.

5. Effectiveness of key national programmes for island development and support

As there is no nationally defined island policy, the only Ministry that explicitly mentions that has
a specific policy for islands is the Ministry of Shipping and Island Policy applied by its General
Secretariat of Aegean and Island Policy.

This policy is served mainly through the Law 4770/2021 (Government Gazette A 15/29.1.2021),
passed by the Hellenic Parliament at the initiative of the Ministry of Maritime Affairs and Insular
Policy (YNA.N.P.). It provides for the development of a national strategy for integrated maritime
policy in insular areas, the identification of sustainable development policies, and a special
funding program for interventions in island regions, named "NEARCHOS."

The key topics of the law are:

e The triptych "Insularity, Maritime Economy, Blue Growth" constitutes the structural
foundation of Insular Policy.

e Islands make up 18.7% of the country's total land area, with 15.1% of the total domestic
population residing in these regions.

e Greece’s seas, islands, and coastal areas are unique naturalresources, contributing over
25% of the national GDP (in terms of net value-added) through activities related to
shipping, tourism, and related professions.

e Despite the undeniable economic and employmentvalue generated inisland and coastal
areas, this significance has not yet been fully reflected in public policy.

o The Greek maritime space, including the Aegean, Crete, and the lonian Sea in the Eastern
Mediterranean, has both international and European importance. Maintaining an
economically and socially viable insular region is crucial for safeguarding national
sovereign rights, a fact that must not be overlooked—particularly by the central
government.

e The Greeklsland economy has distinct characteristics that require targeted development
interventions: geographic discontinuity, market fragmentation, increased infrastructure
and equipment demands, high transportation costs, and difficulty in achieving the
minimum required level of development.

The law also establishes the National Strategy for Integrated Maritime Policy in Insular
Areas. It mandates the creation of the National Strategy for "Integrated Maritime Policy in
Insular Areas" (NS-IMPIA). This strategy sets clear, measurable goals at both national and

14 By “competitive commodities” we don’t mean products with low prices as it is known that islands have
additional production cost. We mean products that are differentiate from others as they include local
features, they are safe and they have a high quality.
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regional levels, defines specific regional development policies, and outlines the resources
available for achieving these objectives.
The core principles of the New Institutional Framework are:

Specialized programs for small and very small islands to address their unique
challenges.

Targeted development policies for island regions.

Strengthening parliamentary oversight and representation within the relevant
committee.

Adoption of special programs for sectoral policies in island regions.

The Priorities - Minimum Areas of Intervention are:
The National Strategy outlines specific development goals covering at least the following areas:

Port Policy — Maritime Ports

Critical Infrastructure for Energy and Water Resource Management

Coastal Shipping — Maritime Transport

Enhancing Insular Competitiveness & Entrepreneurship —Island Production Models
Maritime Surveillance and Strategic Security Policy

Blue Professions — Employment and Investment in the Blue Economy

Institutional Strengthening — Digital Governance

Technical Support for Action Implementation, Particularly in Small Islands

The effective Governance Mechanisms implemented by the law are:

Annual Policy Evaluation Report for Insular Areas: By March 31st each year, the Island
Policy Council prepares and submits an evaluation report to the Minister of Maritime
Affairs and Insular Policy, assessing the policies implemented in the previous year. The
Minister then presents this report to the relevant parliamentary committee within the first
half of the year.

National Register of Maritime Economy Entities: Established within the General
Secretariat for the Aegean and Island Policy, this register includes entities engaged in
sectors related to the National Strategy. Its purpose is to promote the strategy, map key
stakeholders, and coordinate efforts, particularly in maritime economy and Blue Growth.
Special Institutional Strengthening Program for Maritime Economy Entities: A
funding program is established to supportinstitutional development, including research,
systematic market monitoring, and the preparation of well-documented policy proposals
within the framework of the National Strategy.

Unified Monitoring and Documentation Platform: A digital information system is
created to track data, support decision-making, and facilitate knowledge management
in areas covered by the National Strategy. This "Sharing Knowledge Platform" ensures
coherent and functional architecture to enhance the strategic and operational
coordination of the Ministry of Maritime Affairs and Insular Policy.

The Financial Tools and Mechanisms initiated by the law are:

Public Infrastructure Funding — "NEARCHOS" Program: To implement the National
Strategy’s actions, government agencies may secure investment loans from the Deposits
and Loans Fund to finance public infrastructure projects under the "NEARCHOS"
program. Loan repayments are covered by the national or co-financed segment of the

22



Public Investment Program (PIP) of the Ministry of Maritime Affairs and Insular Policy,
aimed at essential infrastructure, energy, and environmental projects.

e Island Entrepreneurship Financing Program: This program includes a mix of financial
tools and mechanisms to promote fair, sustainable, and integrated island economic
development. It addresses market inefficiencies, disruptions due to geographical
isolation, and the unique conditions of island entrepreneurship. It offers support for
operational costs, access to financial markets, export promotion, and more.

e Maritime and Blue Economy Fund: This fund finances initiatives to develop and promote
innovative entrepreneurship in the maritime economy, especially in the Blue Economy
sector, as defined by EU legislation. It also supports maritime technology, shipbuilding
and maritime equipment, application development, and the use of ICT (Information
and Communication Technology) in these fields.

Scope of the National Strategy:
The strategy applies to:

e Strictly insular regions such as Crete, the lonian Islands (including Lefkada), the North
Aegean, and the South Aegean.

¢ Regions with island clusters or individual islands, including Eastern Macedonia and
Thrace, Thessaly, Attica, Central Greece, Central Macedonia, and Western Greece.

e Evia and Elafonisos (Laconia).

The Action Plan of the GSAIP for 2024 is based on 9 main points:

* Specialisation of the National Strategy for the Integrated Maritime Policy in the Island Area

e Upgrading of governance structures and procedures in the Island Area and Maritime Policy

¢ Application and Specialisation of Financial Instruments in the field of the Blue Economy and
the Island Area

¢ Strengthening of the European and international dimension of insularity

¢ Digital transformation in the field of public policy for insularity

¢ Strengthening social cohesion on the islands with an emphasis on island cultural heritage and
people

¢ Integrated water resources management in island regions

e Enhancing territorial cohesion by improving the means and infrastructure of the islands'
interconnectivity

There are no published documents concerning the application of the policy described above, so
itis impossible to evaluate its effectiveness and its impact.

It must be underlined that the contribution of the GSAIP to the overall financing of the islands is
insignificant in comparison to the amounts of money that the islands’ regions and municipalities
are receiving from the European Structural Funds but also from national funds from other
ministries (mainly the Ministry of Economy for the regions and the Ministry of Interior for the
Municipalities).

The biggest problem seems to lie not in the lack of financing but in the lack of strategy. Since
joining the EU and the rise of importance of National and Regional Planning, there is a lack of
integrated strategies at the national, regional and sectorial levels. Plans are typically not
coordinated and lack an overall strategy, while the objectives often change between
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Programming Periods but also within the Periods and tend to focus on absorbing existing
financing from European funds. Some important structural deficiencies have not been
addressed after many years of financing from the Structural Funds and other European or
national sources. Consequently, structural weaknesses that are reflected in the PCI and RIS
indicators persist. This has been a criticism made already after the 1st Programming Period of
the Structural Funds: that the impact of the interventions is low compared to other countries with
similar issues, and Portugal and Spain are mentioned as examples of more efficient use of the
Funds and are now on a different level compared to Greece.

At the island level, insularity is not considered in most operational programs. High GDP levels of
the South Aegean Region, typically shield away problems of public interest services and the
fragility of island economies. On top of this, the climate crisis underwrites the limits of a
development model based on limitless tourism growth, resulting in over-tourism.

6. Towards Policy Recommendations

The main objective of policy interventions is to improve the attractiveness of the regions for the
settlement of people and economic activities in a way that strengthens their sustainability and
their resilience to external shocks.

Addressing the common problems of Greek islands can be done with appropriate policies at the
European and the national levels, while at the regional/local level the development policies that
will be implemented should consider the differences in characteristics, but also their different
development situations.

A. The European level

The doctrine of the ‘one size (policy) fits all’ for European policies with territorial impacts must
change to facilitate the treatment of areas with different characteristics according to these
characteristics.

There is a need to respect the provisions of the Lisbon Treaty and mainly Article 174 referring
to “... regions which suffer from severe and permanent natural or demographic handicaps such
as the northernmost regions with very low population density and islands, cross-border and
mountain regions”. This calls for the acceptance of the unfavourable consequences islands face,
and the development of a European policy framework to treat them. Such a framework should
take into account that permanent natural handicaps need permanent interventions.

The greatest interest is found in the following policies:

State aid policy The EU Treaty (article 107, 3,c) allows aid to be used to facilitate the
development of certain areas where it does not significantly affect
competition (“category c” regions). In this category are included areas
with a GDP per head below the EU-27 average, those with
unemployment over 15% higher than the national average or those
with major structural changes as well as regions with permanent
obstacles (islands with a population of 5000 or less, regions with low
population density etc). This policy has to be expanded to all islands,
to increase the aid given to the enterprises of those areas and to
modulate it accordingly to their level of attractiveness and the
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accumulation of characteristics as low GDP per capita, high
unemployment, low population density etc. More specifically the
amount of the aid for very small enterprises with simplified
procedures (de minimis) has to be doubled for the insular ones.
General Interest | The setting up and the operation of the General Interest Services such
Services as Transport (including fixed and mobile infrastructures),
Communication, ICT, Health, Education, Energy, Water Management,
Waste Treatment to secure equitable (in quality and cost) services to
all islanders independently of where they live (small islands are
directly concerned) but also to give enterprises the possibility to
operate; the “territorial continuity”"® principle can be used as a basis
for the calculation of the insularity cost.

Rural Development | Restriction of the LFA’s concept to Specific Territories with permanent
Policy natural handicaps must be adopted to concentrate financial efforts to
mountain and insular areas that are more affected. The program to
support smaller Aegean islands in accordance with regulation (EC)
229/2013 must be adapted to cease the collapse of agricultural
production on the islands due to the explosion of production costs.
Competition Policy | Lower VAT levels for activities (productive processes) on the islands
(external transport included) to compensate part of the extra
operational cost of insular SMEs, as the economic weight of islands
production is low and cannot disturb the functioning of Internal
Market.

There is also a need to estimate the impact of European and national policies on the
attractiveness of the islands at their conceptualization phase. The adaptation of the policies to
the specific islands’ development conditions is necessary to ensure that the policies are relevant
to the islands’ needs, potential and opportunities. Therefore, the Impact Assessments (lA) of all
EU policies and programs have to recognize “islands” as a specific category of territory with a
resilience and sustainable development lens.

B. The national level

The national level, where European-level policies are specified according to their national
context and those that are the responsibility of each member state are drawn up, is the most
critical level for the creation of a comprehensive legislative framework and an integrated
development plan that will contribute towards sustainable development.

As regards the national level, the Constitution in Article 101, paragraph 4, states that "The
legislator and the Administration, when acting regulatorily, are obliged to take into account the
special conditions of island and mountainous areas, ensuring their development." Law 4150/13,
article 32, states that "Every draft law, addition or amendment, as well as a regulatory decision
of major economic or social importance is accompanied by an analysis of the consequences of
regulations, which includes the documentation of compliance with the principles of Article 2, the
ones defined in cases a to d of Article 4, as well as the potential consequences for the economic,

5 As mentioned, Greece applies the principle of “territorial continuity” for extra transport costs for
commodity and energy. These costs have to be endorsed by the European budget.
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socialand environmental development of the islands. For the latter case, special documentation
and evaluation are required and for this purpose the prior opinion of the General Secretariat for
Aegean and Island Policy is required”. This legal provision has never been applied fully.

The main topics with priority for specific national policies are:

- Planning for the provision of health and social welfare services on each island with an emphasis
on prevention,

- Special plan for formal and informal professional education and training,

- Specialregulations & financing for the maintenance and development of the primary sector with
an emphasis on quality products by emphasizing the avoidance of environmental and population
desertification,

- Articulation of a development strategy (with an emphasis on productive reconstruction) for
islands within the framework of the national development strategy with spatial groupings based
on spatial typologies (urban-peri-urban, rural, mountainous, island) with an emphasis on the
"integrated management of the islands under tourist pressure",

- A specific energy policy with an emphasis on energy saving & small-scale RES, energy
communities with the aim of a zero-carbon footprint,

- Policies for resources and waste management focusing on a specific plan for circular economy
onislands,

- Civil protection planning with emphasis on the prevention of fires and floods and proactive
environmental management,

- Combined transport through an Island Transport Management Body of ships, seaplanes,
airplanes, merchant ships with network restructuring. Construction of new ships for low interest
and local lines, including the electrification of ships and local means of transport.

- Legislative regulations for the operation of the island Local Administration: responsibilities,
structures, personnel.

The lack of a strategic plan at the national level that will incorporate the development, and the
spatial planningis a serious obstacle for a long-term effective policy. Local spatial/physical plans
are being prepared now without national guidelines and a spatial strategic plan. Atthe same time
the municipalities of the 39 small islands included within the Gr-Eco Islands project are going to
be asked to implement Local Actions Plans without a broader islands’ policy.

C. The regional and local level

The differentiation of the policy to be implemented at regional/local levelis no less important and
should reflect the differences among islands. This policy has so far been implemented by
regional and local authorities on the basis of unconnected operational programs financed by
different funds, mostly European and in a lesser degree national.

The study of EETAA tried to fill this gap and provide a minimum of strategic planning and the
resources to be utilized during the current programming period. The aim is not to ensure the same
attractiveness level for all islands, nor to compare them against large urban centres or other
mainland areas. The goal is to create the conditions so that each island individually can attract
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population and sustainable economic activities, in the current competitive environment,
considering existing opportunities and challenges.

The above and other previous analysis lead to the following general conclusions for the islands
as awhole:

- The performance of islands generally is lower compared to mainland Greece (and Europe) for
most key development indicators. This low performance must be attributed to the low
attractiveness of the islands (as previously analysed).

- Fragility is a characteristic feature of island economies that are either monocultures or
economies based on the public sector and their environment, as intense economic activity
based on natural resources threatens the balance of their sensitive ecosystems.

- The attractiveness of the islands is generally low compared to the national average: this position
applies to all attractiveness parameters, directly or indirectly affected by insularity, as well as to
all islands. Low accessibility, low presence of Public Interest Services, low penetration of
Information and Communication Technologies, low level of human resource qualifications, low
level of research and innovation characterize the islands, undermining their future.

- On smallislands and archipelagos, performance and attractiveness are even lower.

- The presence of important natural and cultural capital constitutes a promising potential for a
significant number of islands.

The above is confirmed by "high-performing islands", exclusively due to tourism, such as some
in the lonian Islands and in the South Aegean, but also the Balearic and the Canary Islands in
Spain. They can no longer be considered as "good practices", since their tourism development is
under pressure from low-cost destinations, climate change and lack of resources. At the same
time, they have low performance in several attractiveness indicators such as research and
innovation, human resources, travel costs and others, largely due to over-specialization in low-
value-added tourism and construction activities, a fact that creates many uncertainties for their
future.

The comparative advantage that the islands had in the post-war period in mass tourism has
gradually evaporated, as new low-cost and “exotic” destinations have emerged, first in the
Mediterranean and all over the planet. During the same period, most islands have failed to renew
or diversify their tourism product. This is reflected in the decline in GDP per capita in these
regions during the 2008-19, despite the rebound of abroad tourist flows after a downturn in the
2009-12 period. Other islands, especially in Northern Europe, have benefited from transfer of
resources from the state that has mitigated their economic decline but has not been sufficient to
improve them radically without investments towards addressing local needs.

Consequently, islandness should be considered today as a characteristic that negatively affects,
directly and indirectly, the attractiveness of islands. Low attractiveness results in low
performance of the islands in terms of sustainable development and creates unequal
opportunities between these regions and the mainland. The Green Paper on Territorial Cohesion
has already underlined that different territorial potentials can be the basis for sustainable
economic development: “(....) the different territorial potentials of regions for sustainable
economic growth and job creation in the EU must be identified and mobilised (....)".
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For islands, development cannot be based only on existing activities and already “recognized”
resources, which are those of the “sun, sea, sand” type. The challenge for islands today is to

exploitthe constantly changing international environment and make use of the characteristics of

islandness as advantages, creating a novel “island attractiveness”. A SWOT analysis (Strengths
and Weaknesses, Opportunities and Threats) is the appropriate tool to approach the question of
the policies that can improve the attractiveness of islands and ensure sustainable development.

A sustainable island is one with:

A resilient economy that produces enough products and services, with the smallest
possible environmental footprint and makes them available at prices that allow
businesses to be profitable and have the potential for new investments, but at the same
time be able to provide satisfactory wages and proper working conditions to employees.
An economy that is efficient, producing competitive goods and services, which will be
reflected in the increase in GDP and employment,

A resilient society that has a population level that supports viable communities and
balanced population pyramids and at the same time offers justice in jobs, income,
health, education, quality of life, etc.) without exclusions and with a high quality of life,
A resilient environment that provides society and the island's productive system with
the resources to reproduce, providing the necessary ecosystem goods and services
(clean water, clean atmosphere, quality of life, ability to produce food, etc.).

The EETAA Report produces a SWOT analysis of Greek islands that is replicated in this Table.

Table 5. SWOT Table for the Greek islands

Strengths Weaknesses
Quality of life - Isolation and low accessibility
Natural Capital (including sea) - Limited market size/Low urban dynamism
Cultural Capital - Mono-activity/Fragility of economy
Sense of security - High cost of providing Public Interest Services
Strong cultural identity based on a |- Low coverage of Public Interest Services (health,
differentiated “experiential identity” of education etc.) especially on smallislands
eachisland - Lack of locally trained human resources due to

limited employment and training opportunities

- Low level of innovation

- Limited use of information and communication
technologies

- Limited employment and career opportunities

Opportunities Threats
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Quality of life - Climate change, Water scarcity, Coastal erosion,

Sustainability - Environmental Sea levelrise

Management - Economic crisis/ Reduction in government
Increased demand for quality and safe transfer payments

food products - Globalization/ Increased competition for
Increased demand for special interest products and services that incorporate low
tourism added value (low capital intensity and low-skilled
Blue economy labor)

Cultural and Creative Economy - Increase in energy prices

Economy of (Second) Residence
Renewable energy sources

Information and Communication
Technologies

Source: EETAA report

The strengths of Greek islands are the quality of life on them and their natural and cultural
capital. Quality of Life refers to low daily stress in a small-scale society, in a high-quality
landscape & environment when compared to urban areas and is an advantage that must be
maintained and exploited, in the context of what was described as a new “island attractiveness”.
This advantage has not been exploited for the creation of new livelihoods and jobs that could be
related to art, the management of the natural and built environment, the production of authentic
food and others. On the contrary, these irreplaceable and non-renewable resources are typically
consumed in the context of low added value tourism. Instead of economies of “luxury” and mass
tourism, to establish islands as hubs of “quality of life”, with slow food, slow tourism, degrowth
and “better” living.

The weaknesses reflect all the issues mentioned earlier, such as accessibility, economies of
scale, small markets, need for public interest services and private services. All the above
parameters increase the start-up and operating costs for businesses, households and the state.
These obstacles have to be mitigated with focused policies that need to improve the low level of
human resources, the penetration of new technologies, innovation and entrepreneurship.
Although itis clear that island products cannot become directly competitive in the European and
global markets through low prices, new competition strategies need to seek alternative pathways
to low production costs.

Opportunities and Threats are common issues in islands regardless of their size, location and
level of development. Opportunities need to be “seized” as there is now a need to upgrade the
business environment with “soft” infrastructure projects. Less tangible assets need to be
exploited that enhance territorial capital and enable a region to realize its potential. The exact
way depends on each region” (ESPON 2006, p.79). As it is presented earlier, important changes
in technology and perceptions give a new content to the characteristics of islands -from
disadvantages to specificities — and from the negative perception of insularity to a more neutral
of islandness.
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Global Threats such as climate change, globalization, and rising energy prices have worldwide
significance, but their impact is particularly severe on islands. Compared to the mainland,
islands are more economically and environmentally vulnerable, making them disproportionately
affected by these threats.

For instance, transportation costs on islands are already significantly higher than on the
mainland and in Europe. Any increase in energy prices—such as the current trend—further
amplifies these costs, making goods and services even more expensive. Since transportation
expenses for the same distance are inherently higher on islands, price surges have an outsized
effect. Climate change poses an even greater threat. Rising sea levels endanger islands more
acutely than mainland areas due to their limited landmass and the high concentration of
infrastructure and assets in coastal zones, which are at risk of submersion. Water scarcity is
another pressing concern, especially for Mediterranean islands. Declining rainfall, combined
with rising temperatures, could drastically reduce water availability. Additionally, coastal
aquifers are particularly vulnerable to climate change. Tourism—an economic mainstay for
many islands—is also at risk. Rising temperatures and climate shifts accelerate beach erosion,
as increased wave activity erodes the coastline more aggressively. Changes in rainfall patterns
and temperature fluctuations further exacerbate this issue, threatening the tourism sector,
especially in the Mediterranean. Marine ecosystems are also under serious strain. Fish stocks
face depletion due to overfishing and marine pollution, particularly in the Mediterranean and the
Aegean Sea, where overexploitation has already taken a heavy toll. For small islands, where
alternative employment opportunities are scarce, this decline has especially dire
consequences. Finally, globalization has intensified competition for traditionalisland industries
such as agriculture, food processing, tourism, and fishing. Many of these sectors now struggle to
compete with lower-cost markets. To remain viable, islands must focus on innovation,
emphasizing quality and differentiation to sustain their economies in an increasingly competitive
world.

How can the goals of sustainability and the attractiveness of the islands be achieved? A three-
fold strategy based on the qualitative, green and equal opportunities islands is proposed:
- The priority for Qualitative islands is linked with the reality that island enterprises face

to remain competitive in European and world markets. Only products and services based
on local natural and cultural resources and know-how can be competitive in these
markets and many examples demonstrate this. New knowledge, innovation and skilled
human resources are prerequisite for the success of such a strategy.

- The priority for Green islands is linked with the natural resources of islands. Strategies

that lie in reducing the demand of the use of resources such as water, land, energy and
recycling of waste produced both by enterprises and the local population are to be
followed. This greening of the economy is part of the quality strategy as well, but it is
mentioned separately due to its specific importance forislands. The goals for responsible
production and consumption, specific knowledge and innovation for small and very small
enterprises and small populations is a prerequisite.

- The priority for Equal opportunities islands is linked with the goal for equal access of all
European citizens to Services of General (Economic) Interest (SGI) -which are a sine qua

non condition for quality of life and competitive entrepreneurship- as expressed in the
European Spatial Development Perspective (ESDP, 1999). The relevance of SGI for
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economic, social and territorial cohesionis underlined in the Lisbon Treaty as well (article
14 and protocol 26).

It must be underlined that the natural features of islands cannot be changed but only “improve”
their impact through policies
- The lack of resources can be addressed by upgrading efficiency with smart & quality
products and services, responsible enterprises, locals and tourists
- Theisolation can be addressed with better connectivity by upgrading infrastructure and
services of transport and ITC (smart islands)
- The fragile cultural and environmental capital as well as experiential identity can be
“used” -but not altered or consumed - to promote the local identity against
uniformization.

On the contrary, the negative results that are a consequence of wrong policies - due to the fact
that they did not take these specificities into account - can be reversed, albeit with difficulty.

From the analysis, it has identified tourism as the major driving force behind differences and
changes in and among the islands over the past decades and years that coincided with the
shrinking of the productive and demographic base of the islands. Islands were categorised
according to the tourism pressure they face, seen as a critical variable in determining
developments and proposing policies. Tourism pressure is defined as the total number of tourist
beds in professionalaccommodations (hotels, campsites, rental rooms and apartments), as well
as in private accommodations (private rentals and vacation homes), which were declared vacant
during census periods and are used either as secondary residences or rented out in short term
rentals. This pressure relates both to the infrastructure and services available on each island
(from water and local transport to health services) that are typically planned and funded by the
central government based on the permanent population. At the same time, the perception of
locals about the viability and the attractiveness of their island must be explored. The analysis
here is limited to focus on data’®.

In that study, the Islands were classified into four categories (Table 4):

- The first includes 20 islands with low pressure, having fewer than 0,28 tourist beds per
resident.

- Thesecondincludes 18 islands with moderate pressure, with the number of tourist beds
ranging from 0,28 to 0,89 per resident.

- The third includes 20 islands with high pressure, with the number of tourist beds ranging
from 0,89 to 1,6 per resident.

- The fourth includes 19 islands with very high pressure, with the number of tourist beds
per resident higher than 1.6.

Table 4. Tourism intensity and natural balance of Greek islands

' The Laboratory of Local and Insular Development has done surveys on the locals’ perception in different
islands (https://tourismobservatory-n.ba.aegean.gr/index.php/erevnes/)
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Oinousses, Psara, Antikithira,

Thirasia. Chios. Lesvos Kastos, Salamina, Kalamos,

<0.28:1 Kalymnos ’ ’ ’ | Erikoussa, Mathraki, Othonoi, Agios
Leros .

Efstratios, Lemnos, Kasos,

Agathonisi, Ikaria, Fournoi
Siros, Samos, Aigina, Kimolos,

0.28:1-0.89:1 Kastelorizo Nisiros, Simi, Lipsi, Skiros, Gavdos, Andros, Spetses, Ithaki,

Chalki Samothraki, Kerkira, Meganisi,
Tinos
. . Idra, Kefallinia, Astipalaia Poros,
0.89-1.6:1 | nodos, B Patmos, Zakinthos, Tilos, | | g0 - “anafi, Kithira, Karpathos,
Schoinoussa, Kea Paxoi . . .
Donousa, Alonisos, Milos, Kithnos
>1.6:1

The analysis also correlates this data with three demographic parameters to examine whether
tourism is a sufficient driving force for development:

- The island’s population, categorized by population size and whether it has an
administrative centre (e.g., the seat of a regional unit). Larger islands or those with
administrative centres are more likely to attract permanent residents and businesses.

- The change in population between 1981 and 2011, which reflects either population
retention or the attraction of new residents due to employment opportunities and quality
of life.

- The natural population balance from 2011 to 2019/2021 (Table 4), classified into three
categories (negative change higher or lower than the country’s average, or positive
change).

According to the report, the best demographic indicator for reflecting the population dynamics is
natural balance, which correlates well with the population change from 1981-2011/2021. It was
found that some islands have experienced population growth due to migration or seasonal
movement of incomers, particularly older individuals, which does not necessarily contribute to
sustainable development or increase the active workforce.

The analysis of tourist beds per resident shows that the number of tourist beds, both professional
and private, plays a significant role in determining tourism pressure. It was found that in many
islands, particularly smaller ones with high negative population growth, a high ratio of tourist
beds per resident does not reverse the situation but may limit its negative effects compared to
previous decades. Furthermore, the distinction between "vacation islands" and "hotel-based
islands" is critical. For some islands, professional tourist beds are more prevalent, while in
others, private vacation homes outnumber them.

Finally, in addition to population data and tourism beds, environmental pressure is also
considered, with calculations made on the maximum number of people (from both tourists and
residents) that an island can accommodate at any given time, usually during the pick of the
season. This parameter should be considered by both local authorities and planners in both
strategic and spatial planning.

32



In conclusion, while tourism can provide a significant economic and demographic boost to many
islands, it also introduces considerable pressure that must be managed through careful
infrastructure planning, policy development, and a clear understanding of both short- and long-
term implications for sustainability. What also stems from the analysis is that in terms of growth
and competitiveness, there is a need to provide specific and differentiated policies for islands,
not only in comparison to national policies, but also within islands, as more developed (in terms
of tourism growth and dependency) and more accessible islands have different needs than less
developed ones.

The link of problems with causes that affect attractiveness and competitiveness is necessary to
identify more accurately the actions that should be prioritized, so that they can be resolved or at
least mitigated. The sequence between the identified problems and the way in which these are
proposed to be addressed through strategies and specific interventions that aim to improve the
existing stock of human, social, anthropogenic and natural capital will then be presented. This
presentation will be made separately for each category of attractiveness based on the grouping
of the islands that has been made. It should be noted here again that groupings always are a bit
arbitrary, as no matter how many criteria are considered, some elements of islands have not
been considered. Therefore, some repetitions in terms of the problems described and the
proposed policies are expected.

As regards the islands of high attractiveness, the proposed hierarchy of problems and goals is
the following:

Table: Islands with high overall and tourism attractiveness

Critical problem / need

Strategic Objectives

Specific Objectives

Indicative actions

- Control of tourism
development

- Diversification of
the economy

. Control of
uncontrolled
construction

* Prohibition of the
creation of new beds

¢ Creation of a Tourism Observatory to
record the situation, monitor the
implementation of the program and
evaluate the results

e Creation of a Sustainable Tourism
Charter

e Implementation of the existing
spatial plan and drafting of an
integrated spatial plan with stricter
provisions (e.g. complete prohibition
of construction outside the settlement

Trend for Overtourism & | - Improving the ¢ Public accountability for the results
. . - o Strategy for

exceeding Carrying resilience of the . of the plan
. . transforming the . -

Capacity island ¢ Improving public infrastructure and

- Improvement of
visitor satisfaction
and residents' well-
being

destination into a
sustainable one

e Development of a
tourism governance
system

services to reduce social and
environmental pressures - Destination
certification

e Establishing a Quality and
Responsibility  Label for Local
Businesses

* Housing policy for public officials and
young people - Control of short-term
rentals

¢ Participation of the destination in
similar networks for the transfer of
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good practices (e.g. INTERREG-MED
programs)

Degradation of the built and

natural environment
(including the landscape)
from uncontrolled

development of activities
and construction

Protection of the built
and natural
environment

Control of pressure on
the natural and
residential environment
¢ Redefining land uses
and general urban
planning regulations

e Elaboration of a plan
for the development of
responsible residents
and entrepreneurs

e Reduction of the
footprint of businesses

e Supervision of compliance with
existing zoning and use rules for public
spaces, especially the coastal front

* Management of terraces

e Utilization of buildings inside and
outside the settlement with new uses
that are consistent with current needs
¢ |Information actions for visitors to
develop environmentally friendly
behavior

e Change in behavior of producers to
reduce the environmental footprint

Traffic congestion, noise,
accessibility

Improving traffic
conditions for visitors
and residents

¢ Designing medium-
term interventions
¢ Immediate measures
to alleviate traffic

e Developing a sustainable island
mobility plan

¢ Provision for actions such as:

- Development of public transport with
a size adapted to local needs

- Creation of parking spaces,
sidewalks, cycle paths and low-traffic
roads,

- traffic and parking regulations for
private and public vehicles,

- promotion of electric mobility using
public transport

* Awareness-raising and information
actions for residents and visitors
regarding their movement with active
modes of transport

Table: Islands with low general but with high tourism attactiveness

Critical problem / need

Strategic objective

Specific objectives

Indicative actions

3S tourism dominance,
high seasonality

e Diversification of
tourism product by

utilizing local
natural, cultural
and productive
capital

e Improvement of
visitor satisfaction
and residents' well-
being

. Highlighting natural

resources

e Enriching the tourism
product with cultural heritage

experiences

¢ Highlighting and upgrading

productive activities

e Upgrading and diversifying
the operation of businesses to
welcome visitors outside the

tourist season

e Developing a tourism

governance system

Developing activities related
to nature, culture for
direct involvement of tourists
(wellness and experience

tourism)

¢ Promoting innovative activities
in relation to the sea such as
fishing tourism by informing
professional fishermen and
promoting the product,
highlighting marine protected
areas and ecotourism activities
within them, diving activities or
organized visits within fish
farming parks, or more of a
classical form, with the
construction of infrastructure
and water sports activities, the
construction of marine tourism
infrastructure, the exploitation
of shipwrecks for diving, etc.,
taking advantage of the relevant
tradition especially on small
islands

¢ Restoration-reuse of existing
and/or creation of spaces for the
presentation of the production
process of emblematic products

the
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of the islands (mines, dairies,
tanneries, olive mills, wineries,
salt pans, etc.) with the possible
production of products in
collectible packaging

* Promotion of natural resources
by creating, maintaining,
marking and displaying walking
routes, protecting and
highlighting protected areas,
exploiting hot/thermal waters,
etc. and development of
ecotourism

¢ Highlighting intangible cultural
resources (e.g. mythical and
historical figures, music, dance,
arts) and history, past and
present (using public archives)
with  appropriate interactive
activities,

e Creating conditions for the
development of scientific,
educational and conference
tourism in relation to
unique/significant resources
(material and intangible) that
have been highlighted

e Tourism education, training,
retraining and skills upgrading
programs for employers,
employees and young people in
new  products and new
horizontal skills (sustainability,
accessibility, digitalization)

¢ Creation on each island of a
multi-space for the promotion of
local history & identity (self-
knowledge center) and its
connection with material and
intangible resources and today's
reality

e Preparation of a strategic
tourism development plan

e Creation of a DMMO and a
Tourism Observatory for the
management and promotion of
the destination

¢ Participation in international
networks with corresponding
objectives for gaining experience
e Creation of a Sustainable
Tourism Charter

* Preparation of a local spatial
plan

Economic Monoculture

Diversification of the
economy by adopting a
strategy of quality

e Support for agricultural
production of quality products
and connection with tourism

Creation of a support structure
for the transfer of know-how and
innovations to local businesses
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products and services | with infrastructure, | ® Strengthening and promoting
based on the utilization | education, networking | very small industries
of local resources and | projects e Linking productive activities
existing productive | ® Support for the | with tourism
tradition. standardization/processing of | ¢ Creation of vocational training
quality agricultural products, | programs in arts that utilize local
connection with tourism and | resources (e.g. use of stone,
promotion of exports clay, sheep wool) and/or
. Strengthening the | intangible traditions
introduction of innovation in | ® Creation of a destination image
businesses and a mechanism for promoting
products and services
e Improvement of public
infrastructure necessary for the
establishment of businesses
. Location of  disruptive
businesses
e Support for vocational
education and lifelong learning
Improving the (mainly for women)
attractiveness for the e Support groups of the
establishment of | ¢ Upgrading human resources | population to undertake
activities outside | - strengthening work | business activity by utilizing
tourism qualifications local resources and "waste"
Diversification of e Attracting tourist nomads | through the circular economy
employment Support for | with the idea of their | approach
entrepreneurship, self- | permanent stay ¢ Creation of a support structure
employment, e Development of social | for entrepreneurship in
innovative housing for "new" residents collaboration with the Chamber

entrepreneurship and

the social economy

e Development of real estate of
the Municipality

¢ Improvement of infrastructure
and digital connections

Table: Islands with low general and tourism attractiveness

Critical problem / need

Strategic objective

Specific objectives

Indicative actions

Low competitiveness of
tourism and businesses

e Differentiation of

the product
provided
e Creation of the
region's identity
. Support for

entrepreneurship

. Improvement  of
services provided by
businesses

¢ Improvement of visitor
satisfaction and
residents' well-being

e Differentiation of the
product provided

e Creation of the region's
identity

. Support for

entrepreneurship

e Improvement of services
provided by businesses

e Improvement of visitor
satisfaction and residents'
well-being

o Highlighting local
comparative advantages

e Utilization of existing
productive tradition

e Improvement of
accessibility of the region
e |mprovement of services
provided by the public sector

the

Networking of businesses in the
tourism sector with businesses
in other sectors

e Creation of a structure tourism

education with the aim of
implementing initial training,
retraining and retraining
programs for employers,

employees and new entrants to
tourism

e Infrastructure to support
access to tourist areas and
facilities (sea, environmental
and cultural attractions, tourist
facilities)

e Creation of a support structure
for entrepreneurship in
collaboration with the Chamber
e Development of a tourism
governance system
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e |Improvement of public
infrastructure

¢ |[ntroduction of innovation in
businesses

e Promotion of the circular
economy

e Adoption of a strategy of
quality products and services
e Reduction of energy costs
and the environmental
footprint of businesses

e Establishment of a Quality
and Responsibility Label for
Local Businesses

e Creation of a Destination
Management and Promotion
Body (DMPP)

e Preparation of a Sustainable
Tourism Plan with political

commitment for its
implementation
. Creation of energy

communities

¢ Participation of the destination
in similar networks for the
transfer of good practices (e.g.
INTERREG-MED programs)

e Satisfaction surveys of
tourists, entrepreneurs,
residents, employees

* Brand creation and marketing
plan preparation

Low quality and
accessibility of public
interest services

¢ Upgrading of services
offered by the
Municipality

e Participation of all in
services

* Improvement and expansion
of services offered in the fields
of education, health, sports,
culture

e Accessibility improvement
planin public transport

e Improvement of transport -
Sustainable mobility plan e
Improvement of infrastructure
and services provided to
residents such as
kindergarten, primary school,
high school, GEL/TEL, social
tutoring, training programs

* Improvement of infrastructure
and services provided to
residents such as kindergarten,
primary school, high school,
social tutoring, training
programs

* Improvement of infrastructure
and support of human resources
of public health structures

* Improvement and completion
of sports infrastructure - Sports
for all with the aim of
improvement of public health

e Creation and operation of
cultural structures in
collaboration with legal entities,
associations and citizens

e Programs for the protection
and promotion of intangible
cultural heritage (song, music,
crafts, dance, etc.)

Demographic shrinkage

Improving the
attractiveness for the
settlement of residents

e Support for social housing
for needy and young couples

e Plan to attract tourist
nomads with the idea of their
permanent stay

e Support for social, cultural,
sports, etc. services

* Job creation plan

e Recording and creation of a
plan for the utilization of the
school property with
development and social goals

¢ Plan for the utilization of closed
and abandoned private homes
for use by "new" residents
Support groups of the
population to undertake
business activity by utilizing
local resources and "waste"
through the circular economy
approach

e Creation of a support structure
for entrepreneurship in
collaboration with the Chamber
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7. The case study islands

The case studies represent the “other” paradigm of Greek islands to whom we have stress our
analysis on till now, the non-touristic ones. From the previous analysis, where the tourism
pressure was presented as a very important parameter for the classification of islands, there was
a substantial number of islands with low and very low presence of tourism. Some of them, as the
islands of the case studies, have till now a very important link to the navigation sector and
maritime activities, either as ship owners or as crew, sometimes both. For some of them, the
smaller ones, where the land was totally insufficient to support descent life, the sea, besides
coastal fishing that used to be a common activity to all islands, was the only possible issue;
nowadays, a significant number of the biggest shipowners worldwide comes from. As wealth for
an important part of their inhabitants was and still is coming from overseas, the need to shift to
a touristic economy —that was urgent for the majority of the islands as described previously- was
not even an issue; it was more a non-option, as the man local workforce was ‘dedicated’ to be
the upper and lower crew for these ships, and the islands to be places for relax for the “sea-
migrants”. Is not a surprise that these islands have till now very important and active ethnic
communities overseas, as maritime economy is for many decades an international one. So, the
major question is if the modern “blue economy” can sustain life on these islands and how policy
measures can support this.

Another common issue for these islands is the way that are functioning, the double insularity.
This is more present for the RU of Chios than for Kastelorizo which belongs to the RU of Rhodes;
the reason is the way the islands are connected. In the case of Psara and Oinousses, their
connection with Chios is daily with a morning itinerary and a return in the early afternoon, which
does not make it mandatory for their residents to spend the night in Chios. In the case of Psara,
the distance is long and due to the low speed of the ship, the itinerary takes 4 hours, while from
Oinousses it takes only 0.50 of the hour, while there is also the possibility of a sea taxi to the
opposite coast of Chios. In the case of Kastelorizo, where the distance from Rhodes is much
greater, the connection is less frequent and organized in the usual way (from the large island to
the small one), resulting in up to 2 overnight stays in Rhodes.

7.1. The state of Archipelago of Chios (Chios, Oinousses, Psara) & Kastelorizo

At the first part we are going to present the data of all the islands together in order to facilitate not
only the presentation but also the explanation of the situation.

The challenge of the islands is if sustainability is possible. As documented above, the
attractiveness of an island is crucial topic that is reflected by the evolution of the production
(GDP) and of the population. If this is going to be sustainable, we need to examine the qualitative
aspect of the data, that is not always available and sometimes are not credible. It has to be
underlined that when the analysis concerns small areas, as the majority of the case studies,
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different local events may have caused significant changes that an external observation cannot
capture’.

The very high decrease of the population imprints the low attractiveness for all the islands,
despite their size. This is almost the case of all the islands of the North Aegean Region as it has
been presented at the first part of this report. Rhodes is used here as the island with the opposite
evolution, as itis one of the very rare islands recording an increase of population even during the
first decade after the 2" world war and during all the period till 1981, when Greece recorded a
large population decline in the periphery and especially on the islands due to high internal and
external migration.

Table: Population evolution (1928-2021)

1998 1951 1961 1971 1981 1991 2001 [N I -
Chios 72452 | 64663 | 60061 | 52487 | 48100 | 51060 | 51936 | 51390 | 50361 |  -439
Oinousses 2440 1448 1586 974 705 686 1050 826 911 | -167,8
Psara 788 703 576 487 460 438 422 458 420 87,6
Kastelorizo 2230 587 481 268 222 275 430 492 584 | -2818
Rhodes 54800 | 58946 | 63951 | 66606 | 87831 | 98175 | 117007 | 115490 | 125113 56,2

Source: ELSTAT
Natural movement in the small islands present a more negative situation than the national
average and Chios Island. Kastelorizo and mainly Rhodes record totally different results. As it

already mentioned Rhodes is the counter example.

Table: Natural movement (2021)

. natural
births deaths NM/pop
. mouvement

Population
Greece 1.006.686 | 1.337.965 -331.279 -3,2
RU Chios 5.264 6.573 -1.309 -2,5
Chios 5202 6423 -1221 -2,4
Oinousses 36 81 -45 -4,9
Psara 26 69 -43 -10,2
Kastelorizo 49 26 23 3,9
RU Rhodes 14465 10918 3547 2,7

Source: ELSTAT

The qualitative characteristics of the population are presenting “abnormal” image, due perhaps
to the specific conditions related to the fact that are border islands; the fact is that all three

7 Another issue is that the recent Greek census was carried out during the pandemic with a significant
portion of households self-enrolling, a fact that casts doubt on its results, especially for small populations.
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islands of the Chios RU, and specifically the two smaller ones, present very high percentage of

elderly population.

Table: Age pyramid (2021)

age 0-9 10-19 20-29 30-39 40-49 50-59 60-69 70-79 80+
pyramid

GREECE 8,4 10,2 10,0 12,0 15,2 14,7 12,6 9,5 7,3
RU Chios 8,7 10,0 10,3 12,8 14,3 13,6 12,5 10,2 7,7
Chios 8,7 9,9 10,2 12,8 14,4 13,6 12,5 10,2 7,7
Oinousses 8,1 7,1 7,3 12,3 13,5 14,5 16,6 10,7 9,7
Psara 6,1 13,8 15,2 10,9 10,7 10,9 13,6 10,5 8,1
Kastelorizo 8,3 17,5 16,2 16,2 13,1 8,9 9,4 5,5 4,1
RU Rhodes 10,0 11,1 11,1 13,7 16,0 13,6 10,7 9,0 4,8

Source: ELSTAT

The level of education for Chios RU is similar to the Greek average. Itis not the same in Kastelorizo
and even in Rhodes where local population have a relatively low level of education. In Rhodes,
the fact that they can find very easily a well-paid work was -and is to a lesser extent — the cause

of this phenomenon.

Table: Education attainment (2021)

early born

L6+ L5 L4 L3 L2 school | after
leavers | 1/1/2016
Greece 21,1 6,0 27,2 13,1 18,7 9,3 4,6
RU Chios 20,8 4,9 28,3 13,0 20,3 7,9 4,8
Chios 20,8 4,9 28,2 12,9 20,3 8,0 49
Oinousses 20,1 3,8 20,6 14,9 29,1 5,0 4,5
Psara 17,0 6,3 35,3 14,8 17,1 6,1 2,8
Kastelorizo 16,7 4,1 37,0 12,6 16,9 6,6 5,1
RU Rhodes 16,8 6,8 28,5 14,9 18,4 8,9 5,7

Source: ELSTAT

Concerning the number of foreigner inhabitants on the islands Psara has a significant number,

as well as Oinousses for Europeans but no from EU. In Rhodes the situation reflects the need for

workforce, mainly unskilled.

Table: Permanent residents with no Greek nationality (2021)

non EU except | Rest of

greeks greeks Europe
Greece 7,3 1,1 4,2
RU Chios 51 0,6 3,3
Chios 5,1 0,6 3,3
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Oinousses 5,9 0,9 5,9
Psara 7,9 2,2 5,0
Kastelorizo 6,0 2,2 3,4
RU Rhodes 11,3 2,6 7,5

Source: ELSTAT

What are the economic characteristics of the population? Psara is presented an extremely low
percentage of active population showing that exists sever problems. The low rate of active
population in Chios is also an indication about the situation of the local economy. The presence

of the University of the Aegean has boosted the residential aspect of the local economy and not

the productive one.

Table: Active, employed and unemployed population (%) 2021

Total active

employed unemployed population
Greece 38,0 | 6,3 44,3
RU Chios 34,8 | 54 40,2
Chios 35,1 | 9,4 40,4
Oinousses 52,4 | 4,5 56,9
Psara 13,0 | 7.9 20,9
Kastelorizo 39,5 |55 45,0
RU Rhodes 43,7 | 4.9 48,5

Source: ELSTAT

Concerning the economic activity the two main sources, the census and the companies register

gives very different results. The main explanation to this is the different system of recording the
data: census is based on the permanent living place. So for the whole country the difference of
people registered from the companies are not permanent inhabitants of the country; this is

plausible as the main divergence is recorded at the “Accommodation and food services

activities” where it is well known that there is very important number of seasonally “imported”

workforce. The same is true also at a regional level, as the data for Rhodes shows.

Code Greece Chios Chios Oinousses Psara Kastelorizo Prodos

NACE Greece CR RU RU cr | Oinousses cr | Psara cr | Kastelorizo cr | Rhodos cr

Rev. 2 3.986.515 | 4.621.511 | 18.009 15369 221 71 119 59 232 159 | 56.578 | 65.548
A 357.268 290.772 1.750 1.894 25 7 19 13 10 8 1.265 591
B 6.853 6.174 12 | x 0 0 0 49 | x
C 355.813 381.529 843 834 6 2 3 1 8 3 2.005 1.921
D 25.880 31.162 121 66 4 3 3 364 119
E 28.148 17.841 173 29 6 3 8 467 251
F 184.763 171.400 1.067 706 14 7 5 3 14 14 2.640 3.186
G 719.760 823.788 2.788 2.685 20 8 5 5 22 17 9.340 9.829
H 210.180 192.842 1.520 412 53 3 31 1 11 5 2.443 1.756
| 437.234 707.864 1.792 2.866 16 10 11 8 42 89 | 19.879 | 28.999
J 103.054 108.953 159 135 3 0 0 461 462
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K 76.562 78.201 237 148 5 0 2 6 437 257
L 13.437 30.357 29 72 0 0 0 0 86 666
M 254.447 296.480 872 841 11 4 4 3 2.288 | 2.532
N 124.506 185.565 283 273 3 1 0 4 2.201 2.247
0 348.064 | 413.756 | 2.987 | x 30 20 25 20 88 16 | 4.788 | x
P 296.089 | 353.902 | 1.586 | 1.637 8 2 6 1 6 3.371 5.617
Q 271.854 | 303.416 | 1.157 | 1.114 6 6 1 7 2.205 2.285
R 56.853 86.606 184 216 0 2 0 3 876 1.565
S 93.284 130.748 375 488 17 3 3 3 1| 1.148 1.541
Sources: ELSTAT census & companies register
It is also important to understand the huge differences of data for the smaller islands between
the two methods of registration. Perhapsiitis since the census has been done electronically. The
reason we insist on understanding what is happening with the real economy. And even the
economic base of the small islands seems to be very narrow that we have to consider them as
“residential areas”, it cannot be the same for Chios.
Table: Number of companies, turnover and employment at RU of Chios
2011 2019 2022
no of no of no of
companies | turnover | employment | companies | turnover | employment | companies turnover employment
A* 97 33.713 231 2.495 41.028 2.219 2.716 66.012 1.894
B 5 1.124 25 | x X X X X X
C 382 75.302 1.247 280 67.589 812 293 81.276 834
D 42 3.605 139 33 2.713 57 41 3.723 66
E 7 3.845 61 | x X X 27 1.891 29
F 877 30.396 1.887 511 19.452 618 555 32.365 706
G 1.469 | 350.573 4.055 1.142 | 254.711 2.641 1.105 295.329 2.685
H 251 43.143 889 216 16.931 441 207 20.013 412
| 689 41.319 1.840 629 44.079 2.786 579 50.180 2.866
J 84 12.483 273 62 17.087 194 75 5.393 135
K 71 1.710 136 93 3.007 152 83 3.216 148
L 45 1.929 100 31 1.264 34 44 2.823 72
M 587 17.551 1.274 547 18.030 756 581 21.009 841
N 144 7.386 340 112 7.536 208 159 8.692 273
0 7 119 67 10 162 649 X X X
P 140 3.506 323 123 2.228 1.692 138 2.938 1.637
Q 205 14.575 535 245 12.136 1.035 254 13.005 1.114
R 102 3.414 223 98 2.021 195 112 2.168 216
S 157 3.600 335 192 3.684 422 221 4.390 488
w 25 111 47 94 27 93 17 9 34
5.386 | 649.404 14.027 6.925 | 519.315 15.031 7.219 615.840 15.369
Source: ELSTAT, Companies Register

A*: the data for the primary sector in 2011 are partial as concerns only the exploitations declared as

companies.

A quick analysis of the above data gives some important remarks:
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- The turnover of the economy in 2022 is lower in current prices than 11 years ago, in
the third year of the crisis. It has also to be mentioned that during the last years the
increased use of credit cards has diminished the “black economy”.

- The employment has increased in general and mainly in the “l - Accommodation and
food services” sector. The increase of the number of employees in the sectors of “P -
Education” & “Q — Human Health and social work activities” has to be attributed to a
different system of registration given given that the public sector shrank during this
period after the bankruptcy of the Greek economy in 2010

- The increase of the employment despite the decrease of the turnover implies
diminution of both the wages and the productivity of the economy

- Thedecline of the turnover of the “G —Wholesale and retail trade” sector, is due to the
decline of disposable income; however, it remains at 48% of the total in 2022, while in
2011 it exceeded 50% (54%).

- Three exporting/competitive sectors are occupying the next three places: “C-
Manufacture” with 13,2%, “A-Agriculture” with 10,7% and “l - Accommodation and
Food Service” sector with 8,1%.

- Three other important sectors that are very dependent to the turnover of the local
economy as “F-Construction”, “H-Transportation and Storage”, and “M-Professional,
Scientific and Technical activities” have declined.

From more detailed information coming out from the Companies Register and other information
the most important competitive activities are:
- Primary Sector: Mastic cultivation, fish farming, livestock farming, citrus cultivation,
wine production
- Manufacture: ouzo and other drinks production, cheese production, mastic-based
products, cheese production
- Tourism: there is a small number of hotels and Bed & Breakfast (around 5,5 thousand
beds) in Chios and very few beds at the other islands (350 at Kastelorizo and 50 in
Psara)

Chios, as the neighbouring island of Lesvos, didn’t manage to find activities to substitute the
shrinkage of both manufacture (tanneries, olive-soap production) and agriculture due to the big
changes of the production system as described above. The very high implication of the
population for marine activity has kept a high level of income and quality of life as can be seen by
the houses all around the three islands, even if this production is an offshore one and cannot be
accounted for Chios.

The case of mastic product needs to be presented a little bit more: it is a unique product
worldwide that shows the path of how the economy of islands have to act. For many years the
product use to be exported without any processing and standardisation to markets of Middle Est.
The crisis in the area led to a dead end for the Producers' Association after it had lost its largest
customers. The product remained stored in warehouses, the remunerations to the cultivators
has diminished drastically and the Association came close to bankruptcy. What changed? With
a series of decisions, there was a complete commercial shift and from the distribution of the
product in bulk, they went through quality standards, research and innovation to the production
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of a series of commodities that were launched on the market with the company's renewed image,
creating a new, modern and strong brand, linking the product with the place, its history and its
traditions. Except of the modernization of the factory, a Museum of Mastic and a Centre of
Research (using the RIS funds) have been operational during the recent years.

Actually, the Association has applied the strategy that we are proposing for all the islands: to find
the resources they have and base on them the vision for a sustainable future for the islands.

7.2. What are the prerequisites for a sustainable future for the islands

The challenge that the islands of the case study are facing is not simply about improving the
competitiveness of existing production units with measures to strengthen the competitiveness
of existing units, but to find a model to strengthen, or perhaps to recreate a competitive sector.

As presented, the competitive sectors have to stress on the production of qualitative
commodities and services based on the natural, cultural and productive capital of the islands.
Innovation has to sustain all this effort with new, responsible modes of production, by using
human capital with high level of knowledge and skills in order to produce high added value
products and services.

Strengths

e Maritime Activities

e The sea: sailing, fishing, diving, kayaking

e The sea protected areas of Psara, Oinousses and Chios

e Mastic production and its history. Its modern uses in pharmaceutical production

e Homer and other legends

e Korais and its library

e The UNESCO'’s Site of Nea Moni

e The presence Byzantine and Genovese period on the islands

e The nature and its discovery through the year: the orchids, the tulips (lalades), the caves, the
paths

e The architecture: the Kampos, the castle towns

e Theintangible culture: gastronomy, local products, their production history & procedure,

e The letters & arts: poets, writers, painters

e The University of the Aegean as facilitator for technical, scientific and social innovations &
education

In order to take advantage from these strengths there is a need for an integrated planning for
Business development and competitiveness. In this direction the RIS strategy, the Regional
Council of Innovation and the Regional Office of Innovation had to be integral part. This is not the
case as no planning process was followed based on the instructions and good practices and
what was implemented was done to carry out actions that had been described and to compile
the corresponding deliverables. So, the updated RIS strategy drafted by the Regional Innovation
Office that was responsible and delivered was incomplete and without proper "business
discovery" procedures that form the basis of the entire process according to the instructions of
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the Ministry of Economy. Furthermore, the expertise of the Regional Innovation Council, which
had submitted clear and complete proposals on how all the procedures for utilizing the results
of the RIS of previous programming periods should be carried out, as well as the prioritization of
the new strategy, was not utilized. The procedure of “business discovery” has to be continuous
independently regardless of the phase of implementation of operational programmes.

Thematic focus groups should include the structures and businesses that have been funded to
date and the respective bodies to discuss:

- their experience so far

- the results obtained from the funding,

- what are the challenges of the sector and

- how these can be covered through the actions foreseen by the program

- the exploitation of the results of research projects and spatial cooperation projects

Examples of programs in which the region participated, and which have not been exploited by
introducing the corresponding innovations into "production™:

- NAIAS: Supporting Innovative Actions in North Aegean

- Biobus: Innovative Business Development

- Carbontour: Strategic Planning Towards Carbon Neutrality in Tourism Accommodation Sector
- NAYS Exploitation of Maritime Information in the Interoperability of Supply Chains of Supply and
Service of Cruise

- Agriles: Elaboration and Development of a Transnational Strategy for Innovation in Agriculture
among the Mediterranean Islands

- EUFOFINETQ European Forest Fire Network

- PHAROS4MPAs: Blue Economy and Marine Conservation: Safeguarding Mediterranean MPAs in
order to achieve Good Environmental Status

- SHARP: Sustainable Hydro Assessment and Groundwater Recharge Projects

- AGRO-IDENTITY Identification of authenticity and strengthening the competitiveness of local
traditional products of the agri-food sector

- AEGIS Development of an Integrated, Innovative and Transboundary Intelligent System for
Resource Management, Decision Making and Training in order to control Natural and
Technological Disasters and Anthropogenic and Social Crises.

- FISHING TOURISM Transnational Cooperation for the Development of Fishing Tourism

Also, the Regional Innovation Council was ignored during the conduct of the working meetings
and other procedures for "business discovery" that are crucial in order to find those businesses
that willincorporate the innovations necessary for improving competitiveness.

The final report prepared by members of the Regional Innovation Council proposes the creation
of four (4) focus groups in the following categories:

1. Agri-food

2. Tourism & Culture

3. Environment

4. |slands of Balanced Development to improve the services provided to businesses and citizens.
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In each of these, it is proposed that there be a specific reference to the following thematic

categories of investments or types of interventions to ensure that all possible perspectives and
types of interventions are covered:

- Digital Transformation,
- Blue Growth,
- Circular Economy,

- Research Infrastructures (Public & Private).

The integration of the North Aegean Region into the Aegean Cuisine program (implemented by
the Chambers of Cyclades and Dodecanese with the support of the South Aegean Region) would
provide great advantages both to producers in the agri-food sector, since it would open up the
large tourist market of the South Aegean islands to them, while at the same time it would bring
the necessary know-how to the catering businesses of the North Aegean islands.

If order to summarize in this stage the lessons coming up from the previous analysis, it is
necessary to stress on:

The lack of specific policy for the islands at the national level, in order to create the
necessary environment and the appropriate tools for policy implementation towards
sustainability

The lack of strategic planning and initiatives in a long-term horizon which is necessary
in order to diversify the local economies and to make them more competitive through
innovation; the short-term choices in order to absorb the finances available from
different operational programs has shown their limits

The lack of real involvement of the stakeholders in the planning procedure by the
creation of a permanent structure which will include, in addition to regional and local
government, the business community, universities and civil society.

The lack of sufficient funding for continuous infrastructure maintenance and
upgrades.

The lack of a plan to upgrade the skills of human capital in order to be able to innovate
and to adapt to new challenges (green and digital transition as it is included in the
Greco Islands program and the Islands’ Charter)
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