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A new European Commission interpretation
of the Stability and Growth Pact
in order to strengthen the co-ordination of budgetary policies

1 TTeprypaph Tou 1oxvovroc Zuupvou Avdmrruéne kai X taBspdTnrac

To ZUpgwvo Z1aBepdTnTag Kal AvATrTugng BETEN TIG TTPOUTTOBETEIS
YIO TO CUVTOVIOHO TWV EBVIKWYV SNUOCIOVOMIKWY TTOAITIKWY Twv Kpatwy —
MeAwv NG EE. H Baoikdtepn TTPORAEWN TOU Zup@wvou eival n BEaTrion

avwTaTou EMTPETTTOU Opiou yia To Adyo gAAsiyuaTog Tpog AET: 3%.

Tautdxpova, TpoBAETTEI Kal TN dlatApnon Tou Adyou XpEoug TTpog AET

KAtw 10U 60%. Mia xwpa utrepPaivel Ta épia Tou ZUPPWVOU GTav O

Aéyog Tou dnuocoiovouikoU eAAgippaTog TTpog To AET utrepBaivel To 3%.

To Z0pgewvo kabopilel Tn diadikaoia TTou akoAouBeital 6Tav
SIATTICTWVETAI N UTTApEN VOGS «UTTEPPBOAIKOU» eAAEiYpaTog. Ekdidovral
OUOTAOEIG TTPOG TN XWPa ME TO UTTEPPOAIKG EAAEIA Kal, avAAoya HE TN
OUMMOPPWON A KN oTnV ETTIBAAAOUEVN BNUOCIOVOUIKY) TTPOCAPHOYH,
emMIRBAAANOVTAI TTPOCTIMA. ZNMEIWVETAI OTI OE OPICHEVEG TTEPITITWOEIG N

utrépRacon Tou opiou dev odnyei o€ eTIBoAA TToivwy. ‘ETol, EAAEIYPa dvw

ToU 3% Oev Bewpeital UTTEPBOAIKO (dev TTapaBidlel TO ZUPQWVO) OTav

OQEIAETAI OE EKTAKTO YEYOVOC | O PEYAAN UQECN TNC OIKOVOoUiac (TTTwon
>2% Tou AEI).

Mia atré T1I¢ SIaTTICTWHEVES AdUVAMIES TOU ZUP@UVOU Eival n XprRon
TTOIOTIKWY XAPAKTNPICHWY YIa TN agloAdynon TnNG TTOPEiag HIag Xwpag Kal

eIBIKOTEPA TNG TTOPEIAG TOU Adyou Xpéoug TTpog AET. O1 xwpeg kaAouvral
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VA HEIWOOUV TO XPEOG TOUG, EIBIKOTEPA OTAV AUTO BpioKeTal JaKPId aTTd TO
6pio Tou 60%, aAAd Bev UTTAPXEI KATTOIO TTOOOTIKO KPITHPIO YIa TNV
TTPOCTTABEIa SNPOCIOVONIKAG TTPOCAPHOYAGS TTOU UTToXPEOUTAl VA

KaTtaBAAAEl pia Xwpa.

2. O mpoTeIVOLEVEC aAAayéc oTo Zuupwvo amd tnv Evowmaikr Emiroonh

In the European Council in Barcelona, the Heads of States and
Prime Ministers asked the European Commission to present in the Spring
European Council of 2003, a proposal on strengthening the economic

cooperation in Europe.

On November 21, 2002, the EU Commission presented a proposal
aiming at strengthening the cooperation in economic policies and, in
particular, in the area of budgetary policies. The key aspects of these

proposals could be summarized as follows:

1. The requirement of the Stability and Growth Pact (SGP) that the
budgets of member states are close to balance or in surplus in the
medium term, from now on will be assessed on the basis of the

cyclically adjusted numbers and not on the basis of actual nominal

balances, as is done today. A loosening of the budget in good times
should be viewed as a violation of the requirements of the Pact. (Auro
onuaivel Ot [Ia olkovouia LE UYnAo puBuo avanTuéng npéenel va Exel uwnAoTepa
nAgovdouara arno Lia oIkovouia LIE XaunAo puBuo avanrtuéng. Mroper uia xwpa Le
LIKPO EAAgpa n nAeovaoua, n.y EAAada, aAAa uwnAo puBuo avanruéncg va PpeBsi

“in violation”).
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2. Each member state that has a budget in deficit will be obliged to reduce

the deficit in cyclically adjusted terms, by at least 0.5 % of GDP every

year, until it reaches the close to balance or in surplus position. Today
there is no such explicit obligation. (=mv npdraon ¢ Emrporiic

&exaBapiferal OT1 Oev EMTPENETAI va undpxouv xpovia EAEluara kar ac ivar
HIKPOTEPa TOU 3% Tou AETT. [pEnel ouvTopa va I000KEAIOTEI TO OnIOOIOVOLIKO

1000UyI0).

3. Under the current Pact, if the agreed budget of a member state is close
to balance or in surplus, and there is a need for some extra
expenditure, which will temporarily lead the budget to a deficit, this
expenditure is not allowed, even if the 3% of GDP rule would not be
violated. With the new proposal of the E.U Commission, such an
expenditure is allowed as long as the public debt is below 60% of GDP
and the expenditure relates to the financing of structural reforms.
(dideTar euAuyioia o€ XWPEG LIE LIKPO XPEOS, aAAd e npopAnua eAMeiuparog, nou
mBavov Ba rnBeAav va kavouv diapBpwTikes alayee, n.x. Epuavia, FaAlia).

4. More emphasis will be given to the decline of the public debt, so that it

does not exceed the limit of 60%. For the countries with a higher debt,
the effort to reduce it should be intensified, so that the de-escalation of
public debt takes place at a “satisfactory pace”. (7ldovrar akoua
MEPICOOTEPO O XWPEG LIE UWNAO xpeog, Italia, BéAyio, EAAdda, yia pia o avotnpr)
OnuOOCIOVOUIKI) MOAITIKT].)
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3. H @éon pac wc Tpoedpia tnc EE

ToviCoupue 3 onueia:

The proposals of the EU Commission are moderate, in the right

direction and do not change the nature of the Stability and Growth Pact.
Moreover, they make the interpretation of the Pact more flexible and its
implementation more pragmatic. The proposals will be discussed at the
ECOFIN, before the spring European Council with the aim of reaching a

common position. The Greek Presidency will work towards establishing

a consensus among Member States on the direction and spirit of these

proposals.

Our position is that the ECOFIN decision goes to the spring European

Council, and is adopted, without taking the legal form of “Requlation”. If

it becomes a regulation it would mean that the Stability and Growth
Pact is formally changed, since the Pact is already a Regulation. Such
a development would be interpreted negatively by the markets and it
should be avoided. The EU loses credibility if it appears to be changing

its requlations frequently. The markets might think that it is possible to

change the Stability and Growth Pact at every European Summit.

The European Council, however, could make a declaration about the
need to adhere to the Stability and Growth Pact, and reaffirm the
commitment of member states to respect it. This might be also

important as a message to the 10 new member states.
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4. H Béon uac wce xwpa (EAAGIa)

We do have a small but quite important reservation related to the

increased emphasis on debt reduction. It is true that our debt is very high

and we need to enhance our efforts to reduce it below 60% of GDP.

However, the new proposal of the EU Commission is rather redundant,

since

!

debt developments are closely related to developments in budget
deficits. If deficits are reduced or are turned into surpluses, this
affects positively the evolution of debt. (7o enyejpnua dev sivar akpifac
owoTo OI0TI TO nAgovaoua «evikric KuBepvnones avrioTolxel ouviiBws o
npayuariko EAeupa, onws ouuPaiver arnv EAAdda oAa aurd Ta xpovia kai yi
auTto 1o Adyo To xpeog Jev neprel. O KoIVOTIKOI To EEpouv karl yi auto BEAouv va
enipalouv EExwpIoTo kavova oTo XPEOC)

Moreover, countries with high debts pay a large part of public
expenditures for debt servicing. As a result, these countries have a
much smaller room for maneuver for the remaining expenditures.

In the case of Greece, with defense expenditures at least twice as
high as the rest of European Union, this room is even more limited.
Taking also into account that we have to supplement the Community
Support Framework funds with national resources, an additional
pressure on debt reduction does not leave any room for much

needed expenditures in areas such as education, health, etc.

In view of these facts we think that the emphasis should continue to be on

deficits and to avoid introducing new rules for public debt.

We do acknowledge the increased need for financing pensions and

health expenditures in view of the ageing population, so that the long-term

sustainability of public finances is really warranted. This, however, could
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be assessed with new indicators and not rely totally on the speed of the
debt reduction. Moreover, by tightening further budgetary expenditures we

will affect negatively growth, which is the most important factor for debt

reduction.
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