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BASIC STATISTICS OF GREECE

THE LAND

Area (1 000 sq. km) 132.0 Main urban areas, 1981 census (1 000):
Cultivated area (1 000 sq. km) 1979 38.9 Greater Athens (incl. Piraeus) 3 027

Salonika 704

THE PEOPLE

Population, 1984 mid-year (1 000) 9 906 Total employment, 1983 (1 000) 3 508
No. of inhabitants per sq. km 74 Agriculture (%) 30.0
Net natural population increase, 1983 (1 000) 43 Industry and construction (%) 28.6

Other activities (mainly services) (%) 41.4

PRODUCTION

GNP, 1984 (billion drachmae) 3 772.6 Origin of GDP at factor cost, 1984 (billion drs.) 3 330.7
GNP per head ($), 1984 3 380 Agriculture (%) 18.5
Gross fixed investment (excl. ships): Mining and manufacturing (%) 20.2

per cent of GNP, 1984 18.6 Construction (%) 6.4
per head ($), 1984 634 Services (%) 55.0

THE GOVERNMENT

General government current expenditure, Composition of Parliament (No. of seats):
1984 (% of GNP) 38.5 Panhellenic Socialist Movement 157

General government current revenue, 1984 New Democracy 1 10
(% of GNP) 33.2 Communist Party 10

Democratic Renewal 10
Independent 13

Total 300
Last general election: 2.6.1985 
Next general election: 1989

FOREIGN TRADE

Exports of goods and invisible receipts, 1984 Imports of goods and invisible payments, 1984
(% of GNP) 24.4 (% of GNP) 32.7

Tourism earnings, gross, 1984 (% of GNP) 3.9 Main imports, 1984 (% of total commodity imports):
Emigrant remittances, 1984 (% of GNP) 2.7 Mineral fuels, lubricants and related materials 27.3
Shipping earnings, gross, 1984 (% of GNP) 3.3 Manufactured goods classified chiefly
Main exports, 1984 (% of total commodity exports): by material 15.8

Textiles and clothing 22.4 Machinery other than transport equipment 13.5
Fruit and vegetables 14.2 Food and live animals 11.5
Crude oil and derivatives 10.2 Transport equipment 12.2
Iron and steel 6.6
Tobacco 3.8
Aluminium 3.6

THE CURRENCY

Monetary unit: Drachma Currency units per US $, average of daily figures:
Year 1984 112.66
December 1985 150.27

Note: An international comparison of certain basic statistics is given in an annex table.
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This Survey is based on the Secretariat’s study prepared for  
the annual review o f  Greece by the Economic and Development 
Review Committee on 22nd November 1985.

After revisions in the light o f  discussions during the review, 
final approval o f  the Survey fo r  publication was given by the 
Committee on 9th January 1986.

6



INTRODUCTION

Following three years of stagnation, the Greek economy started to expand again in 1984, 
helped by the upturn in world demand. But the recovery was relatively weak and lost 
momentum in 1985. Exports and tourism were the main elements of strength, together with 
government consumption and public sector investment. Private investment has remained 
depressed. Thanks to the upturn in activity, there was no significant increase in unemploy
ment, but the number of jobless may reach some 8 per cent of the labour force in 1985. Despite 
continued price controls and artificially low administered prices, the rise in consumer prices 
has fluctuated around 18 per cent since 1983, pointing to the persistence of strong underlying 
inflationary pressures. These were also reflected in the substantial deterioration of the 
external position, the current account deficit widening by almost 3 percentage points in the 
two years to 1985 to around 8 per cent of GDP, the highest level in the OECD area.

The shift towards renewed expansionary policies has contributed to the worsening of 
domestic and external imbalances over the last two years. The Public Sector Borrowing 
Requirement (PSBR) rose from 12'/2 per cent of GDP in 1983 to roughly 17'Aper cent in 
1985; during the period, credit to the public sector rose at an annual rate of around 30 per cent. 
Because of structural rigidities, inappropriate cost and price relationships, foreign leakages 
and possibly some crowding out, this sizeable fiscal stimulus had a fairly limited impact on 
domestic output. Following the general elections of June 1985 the Government announced a 
redirection of policies, with immediate emphasis placed on redressing the balance of payments 
situation and laying the ground for more fundamental adjustments of the economy over the 
medium-term. The principal steps of the stabilization package introduced on 11th October 
are: a 15 per cent devaluation of the drachma accompanied by the imposition of temporary 
deposits on a wide range of imports; a modification of the wage-price indexation scheme; a 
moderation of agricultural prices; a reduction of the PSBR by about 4 percentage points in 
1986, through a curtailment of expenditure and a curbing of tax evasion; the imposition of a 
once and for all surcharge on profits, rents and income from self-employment. Short-term 
lending rates for privileged sectors were also raised.

Part I of the Survey reviews recent trends and policies in the two years to 1985. Part II 
deals with internal and external imbalances and analyses the underlying causes. Part III 
presents the stabilization programme and assesses the short-term outlook of the Greek 
economy. This chapter also discusses policies needed to improve economic performance. The 
structural theme of the Survey -  Financial Reforms- is examined in Part IV. The 
underdeveloped state of the financial market is reviewed and the recent reforms are assessed. 
Conclusions are presented in Part V.
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I. THE ECONOMY IN 1984-85

The recovery in Greece, which began in the first half of 1984, lagged that of OECD by 
just over one year. The strong recovery of exports of goods and services, which started in the 
first half of 1983 was associated with a weak pick-up in domestic demand about a year later. 
By contrast the slowdown in export growth since the second half of 1984 was immediately 
reflected in a marked deceleration in GNP growth. The origin of such asymmetrical behaviour 
is to be found in the existence of large macroeconomic imbalances and structural rigidities 
(analysed in greater detail in Part II of the draft Survey), which have led to a less favourable 
response of the Greek economy to changes in world demand.

Recent trends

Demand and output

Booming exports of goods and services were, as in almost all the southern OECD 
European countries, the main element of strength in 1984. Merchandise export volume grew 
by about 12 per cent partly helped by the disappearance of certain supply bottlenecks 
(following the reactivation of some “ailing” firms in 1984) and buoyant agricultural output. 
The weakness of domestic demand and a downward adjustment of the effective exchange rate 
since the autumn of 1983 also contributed. Greece gained market shares in both 1983 and 
1984, largely offsetting the losses of the two previous years. However, export growth 
decelerated since the middle of 1984, in line with world trade developments. Given the surge in 
imports since the end of 1984, net exports may exert a small negative contribution to GDP 
growth in 1985. For 1985 as a whole, merchandise import volumes are expected to grow by 
about 6 percent, implying an elasticity with respect to GNP of about 4, far above longer-term 
trends. Import penetration for certain categories is even more dramatic than suggested by 
these figures. Whereas manufacturing output has remained broadly stagnant in the three 
years to 1985, import volume of manufactures may have risen by roughly one-fourth over the 
same period.

On the domestic side, public sector investment and consumption were the most 
expansionary demand components in 1984 and 1985. The steep upward trend of public sector 
investment over the last few years reflects the urgent need to palliate important deficiencies in 
the economic and social infrastructure. The growth in government consumption is partly 
related to an increase in employment. Private consumption growth was fairly modest in 
1984-1985 being concentrated on certain imported durables and motor cars. In Greece the 
purchase of motor cars is considered by many households as an investment. The strong 
demand for cars since 1982 is also explained by reduced alternative investment opportunities, 
notably in housing. The significant change in income distribution in favour of farmers and low 
income categories since around 1980 made it possible for large sectors of the population to 
become car owners, despite the high cost of cars1. The increase in household real disposable 
income in 1984 was due to a big rise in farm income and in the wage and salary bill, as certain 
shortfalls in pay in the previous year (delays in the implementation of the automatic 
wage-price indexation) were made good in 1984. Household real disposable income may have 
remained stable in 1985, reflecting a slower real rise in most income categories. But private 
consumption continued to expand, probably supported by a decline in the saving rate.
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Table I. Demand and output
Annual percentage changes

1984 1970 prices

billion 1985
1980 1981 1982 1983 1984 OECD

prices
HT) forecast1

Private consumption 2 413.9 3.5 -0.3 0.9 2.6 0.7 l.l 1
Government consumption 715.8 6.4 0.2 6.8 1.9 2.1 3.9 4 '/a
Gross fixed investment 703.1 -1.1 -6.5 -7.5 -1.9 -1.9 -4.7 1

Final domestic demand 3 832.8 2.9 -1.5 0.1 1.7 0.5 0.6 1 'h
Change in stockbuilding2 51.7 -0.3 0.2 -1.9 -0.2 -1.1 0.4 'h

Total domestic demand 3 884.5 2.5 -1.2 -1.6 1.5 -0.6 1.0 2

Exports 792.6 8.2 6.6 -4.1 -9.0 9.9 11.6 5 Va
Imports 1 104.2 1.3 -6.6 3.4 5.1 2.8 -0.1 6

Change in foreign balance2 -311.6 1.0 2.7 -1.5 -2.7 1.0 2.1 — Va
Error of estimate2 199.4 -0.1 0.4 2.9 1.0 0.0 -0.5 0

GDP at market prices 3 772.3 3.4 1.8 -0.3 -0.2 0.3 2.6 1 %
Net factor income from abroad2 0.3 0.1 0.2 -0.2 -0.5 -1.0 -0.8 -'h

GNP at market prices 3 772.6 3.5 1.9 -0.6 -0.7 -0.6 1.8 1 Va

Agriculture 615.2 2.4 12.8 -1.6 2.4 -6.8 6.4 Vi
Non-agricullural sectors 2 715.5 3.6 -0.4 0.6 -0.5 1.5 2.2 2

Industry 950.5 2.5 -2.4 -2.5 -3.9 0.2 1.0 1
o f which:

Manufacturing 602.2 3.7 0.1 -1.2 -4.2 -1.3 1.9 Va
Construction 211.7 -2.7 -13.6 -8.3 -7.9 3.8 -6.6 2
Other 136.6 6.1 3.5 -0.5 2.3 2.4 5.8 5

Services 1 765.0 4.4 2.3 1.5 1.5 2.3 2.9 2'h
o f which:

Public administration 5.2 3.4 3.8 2.7 2.4
Other 4.3 2.1 1.1 1.3 2.2

GDP at factor cost 3 330.7 3.5 2.1 -0.2 -0.1 0.3 2.8 1 Va

1. The forecasts incorporate the effects of the measures announced on 1 Ith October, 1985.
2. Contributions to GDP.
Sources: National Accounts o f Greece and OECD Secretariat estimates.

Private fixed investment, after a sharp decline in 1984, has probably fallen by about 2 per 
cent in 1985. Private residential investment was the most depressed element in 1984. In spite 
of some recovery in 1985, private residential investment may be in 1985 almost 50 per cent 
below its peak at the end of the 1970s. The end of rapid urbanisation, institutional factors 
(such as rent controls) and conjunctural elements (weak growth of household real disposable 
income and poor employment prospects) are largely responsible for this steep decline. 
Reflecting the squeeze on profits and the uncertain business climate, private business 
investment continued to decline in 1984. A stabilization may have taken place in 1985. There 
was some further stock accumulation in 1985, probably reflecting speculative advanced 
import purchases. By international standards stockbuilding was still relatively high in 
1984-1985 suggesting that there is considerable scope for improving distribution channels and 
strengthening the cash flow situation of business, by more efficient stock management 
techniques. The level of domestic demand is still low; in 1985 it may only marginally exceed its 
previous peak in 1979. Although modest compared with past trends, the 1 '/t per cent annual
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Table 2. Household income1

1984 1980 1981 1982 1983 1984 I9852

Drachma
billion

% of
total Percentage changes

income

Agricultural income 586 16.0 36.9 22.0 29.3 11.7 29.3 21
Income from property and 

entrepreneurship3 911 24.9 17.6 22.3 9.8 18.4 16.8 16%
Wages and salaries in non-agricultural 

branches 1 575 43.0 20.4 23.9 27.9 20.2 23.2 21
Current transfers from government 485 13.2 25.1 42.7 45.4 22.7 24.6 23
Current transfers from the rest of the 

world 108 2.9 6.8 32.7 17.3 19.3 26.7 16

Total income of households 3 665 100.0 21.9 25.1 24.3 18.7 22.8 20
less:

Direct taxes 184 5.0 39.5 2.2 57.4 16.1 33.5 32
Social security contributions 390 10.6 27.9 21.3 32.3 23.4 28.1 23%

Disposable income 3 091 84.4 20.4 26.7 22.0 18.3 21.5 18%
Consumers’ expenditure 2 414 65.9 21.0 24.5 24.4 19.4 19.3 20
Saving rate1 677 18.5 (21.3) (22.7) (21.2) (20.4) (21.9) (21)

Memorandum items:
Real disposable income -0.7 2.8 0.7 -0.3 3.0 -V*

1. Including statistical discrepancy and savings of corporations.
2. OECD forecast.
3. Including savings of corporations.
Sources: National Accounts o f Greece and OECD estimates.

rate of growth of domestic demand in the two years to 1985 was probably excessive from the 
point of view of not impairing the fragile balance of payments situation. The $900 million 
increase in the current external deficit between 1983 and 1985 to almost 8 per cent of GDP or 
the highest ratio recorded over a very long period is a reflection of excessive domestic 
absorption.

On the output side, the swing in agricultural output from a sharp fall in 1983 to a sharp 
rise in 1984 followed by a more modest increase in 1985 partly explains the recovery in GDP in 
19842 and its subsequent slowdown. In both years output from services grew faster than GDP, 
influenced by the expansion of the public sector, the upturn in tourism and the substantial rise 
in farm incomes. In contrast to what could have been expected in a cyclical upturn and to 
developments in the rest of the OECD area, the recovery in manufacturing output was very 
modest. As a result, its level in 1985 was still about 4 per cent below the 1980 peak, whereas in 
almost all OECD countries output exceeded its previous peak. Moreover, the recovery was 
narrow and fragile as many important sectors recorded substantial declines in output 
reflecting structural weaknesses (discussed in Part II). After benefitting considerably in the 
past from net factor income from abroad (to the tune of VU per cent of GDP in the five years to 
1981), this item has been declining rapidly since the early 1980s and is expected to turn 
negative for the first time in 1985. This has been translated in a markedly slower rate of 
growth of GNP than GDP in both 1984 and 1985 (by 0.8 and 0.5 percentage points 
respectively).
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Diagram I. Investment ratios
Per cent of GDP

%
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Sources: Ministry of National Economy, National Accounts o f Greece and OECD estimates.

Greek labour force statistics suffer from important shortcomings making it impossible to 
assess with accuracy labour market developments. The few data available suggest a modest 
increase in employment in 1984-1985, as the small decline in the agricultural labour force was 
more than offset by increases in dependent employment and in the number of self-employed in 
other sectors. The fastest growing category was employment in services almost exclusively led 
by continuing substantial increases at around 3 per cent per annum in employment in the 
public sector and in banks (most of which are under public sector control). Continued 
employment growth in the public sector cushioned the rise in unemployment. Dependent 
employment in the private sector proper is expected to decline in 1985 after remaining broadly 
flat in 1984. In the three years to 1985 employment in manufacturing declined by around 
I'hpcr cent, a modest increase in 1984 being followed by a renewed fall since early 1985. 
Unemployment has continued to edge upward, reaching some 8 per cent of the labour force in 
mid-1985. However, as in many other countries, this figure conceals important differences 
between regions and age groups. Urban areas, notably Salonika, continued to experience the
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highest unemployment rate while young age groups (up to 24 years old) account for probably 
over 60 per cent of total unemployment. The unemployment rate exceeds 10 per cent in urban 
areas. In a country where there is still a large agricultural sector (one-fourth of employment) 
and where small to medium size farms is the rule, it is natural for unemployment in rural areas 
to be relatively small. However, disguised unemployment and underemployment may still be 
important.

Prices and incomes

Reducing inflation3 has been one of the authorities’ major policy objectives over the last 
few years, but the task was more difficult than originally anticipated. Inflation fell from 23 per 
cent in 1981 to 18 per cent in 1984. The decline was relatively small compared with 
developments in the rest of the OECD, and was achieved at a significant cost. Price controls 
were extensively applied and although in a few areas these were justified because of 
speculative pressures, in others they contributed to the squeeze of corporate profit margins (or 
aggravation of losses). Sluggish market conditions combined with growing import competi-

Table 3. Price developments 
Annual percentage changes

1984 19851980 1981 1982 1983 1984 Dec. Oct.

Consumer prices
G reece 24.9 24.5 21.0 20.3 18.5 18.1 21.11
OECD total 12.8 10.5 7.8 5.3 5.3 4.9 4.3
OECD Europe 14.1 12.1 10.5 8.3 7.4 6.9 6.1
o f which: 

EEC 12.3 11.1 9.8 7.5 6.1 5.4 4.9

Greece
National accounts, price deflators

GDP market prices 17.7 20.0 24.7 19.9 19.9
Private consumption 21.3 23.4 21.2 18.6 18.0
Public consumption, total 19.7 23.2 25.0 19.8 20.0

Wages and salaries 18.0 22.5 27.6 17.7 23.0
Fixed investment, total 19.9 19.2 14.7 23.4 18.6

Private 19.8 16.9 13.2 22.2 17.2
Public 20.3 26.7 18.1 25.2 19.0

Wholesale prices, total 28.4 25.9 16.0 19.8 21.4 19.8 22.9
o f which:

For home consumption 28.7 26.1 17.2 19.8 20.2 19.1 24.0
o f which:

Domestic origin 28.9 24.4 17.9 19.3 18.8 18.5 23.2
Imports 28.3 31.0 15.4 21.2 24.0 20.6 26.0
Exports 26.3 25.1 8.1 19.6 29.6 24.2 16.6

Memorandum items:
Drachmae per US$ 15.1 29.8 20.4 31.9 28.2 28.2 15.42
Effective exchange rate -13.3 -8.2 -8.6 -19.6 -15.5 -13.9 -22.32

1. In November the year on year rise was 22.7 per cent.
2. In the year to December the corresponding spot and effective exchange rate changes were 19 per cent and -28.3 per cent. 
Sources: Direct communication to the OECD and OECD estimates.
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Tabic 4. Wages and salaries
Percentage changes

1980 1981 1982 1983 1984 1985'

Non-agricultural sectors 
Manufacturing2

Salaries 22 25 'A 22% 14% 24 19
Hourly wages 27% 27 % 33% 19% 26% 20
Weekly wages 25 % 23% 30% 19% 25% 22

Retail trade, salaries 20 % 21% 37% 22 25% 22

Total economy
Minimum wage rates 17 23% 48% 15% 26 18
Minimum salaries 20% 25 53% 15% 26 18
Wage and salary bill3 20'/. 24 28 20% 23% 21
Average earnings4 20'/2 24 26% 17% 23 20

Banking 18 26% 28% 24 19 18
Private sector 22 23% 24% 16 22% 18%
Government 19 26 28% 18% 24 27%

Unit labour costs5
Total, excluding agriculture 21 25 27 16% 22 19
Manufacturing 26 % 26% 36 18% 22% 22

1. Provisional estimates.
2. Plants with ten workers or more.
3. National accounts basis and including other labour costs.
4. Rough estimates for non-agricultural sector, excluding earnings from abroad (Bank of Greece estimates). For 1981, the difference from the wage and 

salary bill is due to a statistical discrepancy and not to a drop in employment.
5. The margin of error of total unit labour costs (excluding agriculture) is about I percentage point cither side except for 1982 which may be up to 

2 percentage points. For manufacturing the margin of error is somewhat smaller.
Sources: National Accounts o f Greece; Statistical Yearbook o f Greece; OECD, Main Economic Indicators; direct communication to the OECD and OECD 

and Bank of Greece estimates.

tion, especially after Greece’s accession to the EEC, contributed to restraining price rises (and 
compressing profit margins). Similarly, increases in administered prices were kept artificially 
small, resulting in significant operating deficits in many public sector agencies. Had 
administered prices risen in line with costs, the annual rate of inflation would have been higher 
by around 1 percentage point between 1980 and 1984. Energy prices and certain transport 
fees were raised in the third quarter of 1985 so that price trends will better reflect costs this 
year. This largely explains the relative stability in 1985, with inflation still expected to be of 
the order of I8V2 per cent on average for the year.

Rapidly rising labour costs coupled with near stagnant productivity since the early 1980s 
are the principal factors behind continuing strong inflation. This is reflected in the steady 
increase in the GDP deflator (which is the most comprehensive indicator of domestic cost 
trends) at around 20 per cent per annum between 1980 and 1985. The substantial pay rises 
(both in real and nominal terms) granted in 1982 gave an initial strong push to labour costs 
which, combined with the indexation mechanism in operation since 1982, fed the inflationary 
spiral in the four years to 1985. This system provided for automatic pay adjustments every 
four months. Employees earning up to Dr.50 000 per month received full indexation, but those 
with higher earnings suffered a loss in real pay. However, this was in turn more than offset by 
wage drift. On average, the increase in labour costs per employee has exceeded both that of the 
GDP deflator and of consumer prices since 1981. Though attenuated, this trend persisted in 
1984-1985. Accordingly, real labour costs rose appreciably over this period, contributing to a

13



Diagram 2. Productivity and labour costs in manufacturing

1. Value added.
2. Compensation per employee divided by GDP deflator, index 1979 = 100.
3. Annual change.
Source: OECD estimates.
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decline in profits and internal investible funds. The public sector and banks have been 
pace-setters over a long period. The annual rate of increase of average pay in both sectors has 
exceeded by nearly 4 percentage points that of the private sector since 1981, with the 
difference narrowing somewhat over the last two years. Pay rises in exposed sectors and 
especially in manufacturing also exceeded the national average contributing to the erosion of 
Greece’s external competitiveness. Given the overall disappointing productivity performance 
since 1980, it is hardly surprising that underlying inflationary pressures have remained strong. 
(Despite a small improvement over the last two years, productivity per man in manufacturing 
in 1985 was still about 4 per cent below its 1979 peak). To sum up, unit labour costs in 
manufacturing grew by almost 20 per cent per annum on average since 1983 (36 per cent in 
1982), or much more than in trading partner countries. This rise more than offset the effective 
depreciation of the drachma.

The balance o f payments

Following a small improvement in 1982 and 1983, largely related to sluggish domestic 
demand, the current external deficit widened again thereafter. In the first nine months of 1985 
it reached a seasonally adjusted annual rate of nearly $3 billion, or about 8 per cent of GDP. 
All principal items of the current account contributed to the deterioration. In addition to 
structural and more permanent factors, (inefficient production patterns, reduced external 
competitiveness since 1982, long-term decline in invisible receipts, etc.) cyclical reasons also 
contributed to the rising deficit. The revival of domestic demand in 1984-1985 coupled with 
the strong bias of consumers in favour of imports played an important role. Capital flight 
appears to have increased, reflecting an uncertain business climate and more profitable real 
and financial investment opportunities abroad4. Speculation on a sudden and sizeable 
devaluation of the drachma partly reflected in leads and lags has probably also contributed. 
Substantial fluctuations in the exchange rate of the principal international currencies 
accentuated domestic uncertainties and led to disturbances on the drachma exchange 
market5.

After remaining broadly unchanged in 1984 the trade deficit on a settlement basis 
increased significantly in the nine months of 1985. Despite the reduction in dollar oil prices 
the oil bill rose as the running down of excess stocks came to an end in 1983. Some increase in 
consumption may have also taken place. After an improvement in 1984 the non-oil trade 
deficit widened markedly in the first nine months of 1985, due to a decline in export receipts 
and to an increase in import payments. Exporters curbed the rise in prices in order to remain 
competitive while volume growth slowed down markedly. The structural decline in the 
invisible surplus6 is a matter of concern. After reaching a peak in 1980-1981, shipping 
remittances have fallen by almost one half to an annual rate of less than $1 billion in the first 
nine months of 1985. The world shipping crisis and the contraction of the Greek-owned fleet 
largely explains this trend. The growing external debt has been accompanied by rising 
servicing charges -  interest payments more than doubled in five years to over $1 '/t billion 
(annual rate) in the first nine months of 1985. After a substantial increase between 1981 and 
1983, net EEC transfers have stabilized at around $700 million annually since then. The only 
favourable trend is the recovery in tourist receipts. Net private long-term capital inflows have 
remained broadly flat over the last three years at about $650 million, down by about one-third 
since 1980-1981. Public sector compensatory borrowing financed the widening basic balance 
deficit. In 1985, net public sector borrowing will probably exceed $2 billion compared with 
$ l '/2 billion in 1984 and $3A billion in 1980-19817.
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Tabic 5. Balance of payments1 
($ million)

1980 1981 1982 1983 1984 January-Septembcr2
1983 1984 1985

Trade balance -6  810 -6  697 -5 927 -5 386 -5  351 -3  954 -3  908 -4  755
Exports 4 094 4 771 4 141 4 105 4 394 3 013 3 286 3 126
Imports 10 903 11 468 10 068 9 491 9 745 6 967 7 194 7 881

Net invisible receipts 4 593 4 276 4 042 3 510 3 221 2 576 2 481 2 323
Credits 6 159 6 482 6 098 5 529 5 289 4 088 4 000 3 937

Tourism 1 734 1 881 1 527 1 176 1 313 941 1 047 1 150
Shipping 1 816 1 826 1 657 1 309 1 095 969 805 747
Migrant remittances 1 083 1 080 1 043 935 922 694 703 580
Other 1 526 1 695 1 871 2 109 1 959 1 484 1 445 1 460

Debits 1 566 2 206 2 056 2 019 2 068 1 512 1 519 1 614
o f which:

Interest payments, dividends and 
profits

Current balance

466 823 784 874 1 082 651 763 868
-2  216 -2  421 -1 885 -1 876 -2 130 -1 378 -1 427 -2  432

Private long-term capital 1 060 829 629 649 646
o f which:

Entrepreneurial 444 317 208 180 146 205 188 205
Real estate 599 488 399 423 474 311 359 327

Public sector long-term capital 14 291 262 792 864
Suppliers’ credits3 311 -6 -127 -15 10 103 78 125
Errors and omissions 15 328 -40 -357 -312 -203 -274 95
Financial institutions 310 427 208 465 221

o f which:
Deposits in foreign exchange 97 177 157 263 295 206 245 68

Balance on official settlements -506 -552 -953 -342 -702

Central Bank borrowing 575 395 807 412 736
Change in clearing and barter accounts 13 -99 -19 -1 1 27
Use of IMF credit 
Change in official reserves

-83 -74 -12 -28 -

(-  = increase in assets) 1 329 177 -31 -61 13 135 95

Memorandum items: 
Net capital inflows:

Private sector 1 547 1 224 676 919 869 861 731 818
Public sector borrowing 749 712 I 103 1 385 I 608 748 1 081 1 576

Net foreign exchange reserves (end of 
period) 1 517 1 189 1 011 1 042 1 103 1 024 1 177 1 198

Current deficit (per cent of GDP) (5.5) (6.5) (4.9) (5.4) (6.5) (5.3)“ (4.5)0 ( S . ! ) 4

1. On a settlements basis.
2. Provisional data.
3. Private and public.
4. Estimate of seasonally adjusted annual rates.
Note: ______________ __________________________________________ $ Million__________

January-October 
1983 1984 1985

Trade balance1 -4  430 -4  493 -5  320
Invisible surplus 2 938 2 795 2 595
Current balance - I  492 -1 698 -2  725

Sources: Bank of Greece, Monthly Statistical Bulletin and direct communication to the OECD.
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Diagram 3. Exchange rates 
Drachma in terms of foreign currencies

7980 = 700 J980 = 700

X  PERCENTAGE CHANGE OVER 6 MONTHS EARLIER2 X

1. Drachma per US dollar.
2. Three months moving average.
3. As measured by the consumer price index. 
Source: OECD estimates.
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Demand management policies
The policy stance was planned to be moderately restrictive in 1984 with a view to 

alleviating inflationary pressures and reducing imbalances. The PSBR (net public sector 
borrowing requirement) was officially projected to decline slightly, monetary expansion to 
slow down, inflationary pressures to ease and the balance of payments deficit to roughly 
stabilize at its 1982-83 level. In the event, policies were considerably relaxed in the course of 
1984 so that the stance turned out to be fairly expansionary. Instead of declining, the PSBR 
surged to 1 5'/j per cent of GDP (the highest rate for over 30 years), monetary targets were 
overshot, underlying inflation remained unchanged at about the high rates of 1983 and the 
balance of payments situation deteriorated. Developments in 1985 have also been unsatis
factory; in most sectors the outturn was worse than initially forecast by the authorities. These 
developments can be partly explained by the following factors: insufficient policy coordina
tion; the difficulty of achieving targets given existing instruments; the propensity of many 
government and public sector agencies to overspend. Measures taken to tackle structural 
problems contributed to aggravating macro-economic imbalances in the short run. Some of 
them addressed the inadequacies of the welfare system, with a series of reforms introduced in

Table 6. Public sector accounts
Cash basis

1984
Drachma

billion

1979 1980 1981 1982 1983 1984

Per cent of GNP

Public sector deficits
Ordinary and investment budget 
Agricultural products and government

389
88

4.6

1.3

5.7
1.4

10.0
2.2

8.6
1.8

9.3
0.3

10.3

2.3supplies
Public corporations 104 1.2 1.9 2.8 2.1 2.8 2.8
Local authorities and social insurance funds' 3 -1.4 -0.9 -0.6 0.1 -1.1 0.1

Net borrowing requirement (Drachma billion) 584 5.7 8.1 14.3 12.6 11.3 15.5
(84) (143) (302) (328) (351) (584)

Percentage shares

Financing
Domestic loans 415 95.3 75.7 85.8 82.0 65.4 71.0

Treasury bills by banks and financial 
intermediaries 196 38.2 30.8 14.8 13.3 54.9 33.6

Bank of Greece 86 44.6 26.3 54.3 49.0 -6.1 14.3
Financial intermediaries and commercial 134 12.5 18.6 16.7 19.7 16.6 22.6

Foreign loans 169 4.7 24.3 14.2 18.0 34.6 29.0
Total 584 100.0 100.0 100.0 100.0 100.0 100.0

Memorandum items:
Sight deposits of public enterprises and public 23 3.3 16.1 5.5 30.8 4.9 22.7entities (changes, Drachma billion)
Debt repayment. Drachma billion 98 20.3 22.0 43.2 52.1 80.2 97.7

1. Including some other public entities of lesser importance.
2. Including other sources which are, however, relatively unimportant. 
Note: Because of rounding figures may not add up.
Sources: Bank of Greece, Annual Report and OECD estimates.
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the areas of health, welfare and education. In addition, a socialisation scheme for public 
enterprises and measures to cope with “ailing” industries were adopted and financial reforms 
were initiated. Some of the measures necessarily take time to bear fruit. Policies have been 
substantially altered in the second half of 1985 with the adoption of an important stabilization 
programme.

Fiscal developments

The implementation of the central government budget for 1984 (on an administrative 
basis, Table 7) was broadly in line with initial plans. There was only a shortfall of personal 
income tax receipts mainly because measures against tax evasion did not produce as much as 
had been estimated. The endemic problem of tax evasion cannot be solved in the short-run as 
the legal and institutional apparatus as well as public conscience are not adequately developed 
to cope with such an important problem. Indirect taxes increased more than budgeted, almost 
exclusively due to the higher yields from the rise in taxes on oil and motor cars, reflecting the 
strong increase in oil consumption and private car purchases. Expenditure was broadly 
contained within budget limits. There was a marked overshooting in interest payments, 
largely caused by higher interest rates (mainly domestic) and, to a lesser extent by the 
appreciation of the U.S. dollar. In contrast to the implementation of the central government 
budget, there was a substantial increase in the deficit of the “oil account” (to about 1 'U per 
cent of GDP in 1984) and of the combined deficits of public sector corporations and 
enterprises. This was due, on the one hand, to the policy of keeping the rise in charges and fees 
below that of costs and, on the other hand, to the fast growth of investment expenditure (about 
15 per cent in real terms in 1984). Excluding central government transfers the deficits of the 
Social Security System and of the Local Authorities continued to increase in 1984 (mainly 
due to the growth of the pension bill and investment expenditure respectively). As a result the 
PSBR rose appreciably in 1984.

The 1985 Budget was expansionary: general government expenditure in nominal terms 
was planned to increase by almost 2 percentage points to about 46 per cent of GDP. The 
general government deficit and that of public corporations and enterprises was also expected 
to rise slightly (due to a steep rise in investment). The Budget provided for an appreciable 
increase in direct taxes (44 per cent) due to expected progress against tax evasion and more 
importantly to an acceleration in the collection of tax arrears. On the other hand, tax 
allowances were raised and tax rates lowered so that the real average tax burden on household 
income earned in 1985 (especially on employment income) is expected to decline signifi
cantly8. The steep rise in expenditure (28'/iper cent) was again led by interest payments 
(45 per cent up on 1984), investment (24 per cent) and the wage bill (25 per cent). The latter 
implied an increase in real average pay of about 3'h per cent, mainly accounted for by the 
introduction of the unified salary system (a new grading and salary system) in the civil service 
and the conversion of temporary and other categories of government employees into 
permanent civil servants. Additional measures were also introduced in 1985 with the aim of 
simplifying and making more transparent the fiscal system; a large number of small taxes 
were abolished and some direct and indirect taxes were consolidated; a “regulatory tax” was 
introduced in view of the harmonization of the tax system with that of the EEC; an objective 
system for estimating the value of real estate was established; unitary tax rates for taxing 
small enterprises were introduced; and it was decided to adjust automatically the price of oil in 
line with costs every three months.

The level of expenditure and the PSBR are likely to exceed budget projections. When the 
1985 budget was prepared, the authorities had overestimated the growth of real GDP for 1985 
so that the cyclical component of the deficit will tend to be higher. Inflation is also expected to
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Table 7. Ordinary and investment budgets
Administrative basis, in Drachma billion

1981 1982 1983
1984 1985 1986

Outcome Budget Outcome Budget Budget

Ordinary revenue 431.7 634.5 809.9 1 012.5 1 010.0 1 229.2 1 310.0 1 601.5
o f which:

Direct taxes 123.7 175.0 200.9 253.3 276.6 314.0 378.4 481.8
o f which:

On personal incomes 67.5 94.5 118.6 154.6 176.4 199.5 209.0 266.5
Indirect taxes 265.3 374.5 477.9 595.2 594.9 719.3 746.6 890.1

o f which:
On imported goods 65.8 101.8 114.8 143.0 135.9 188.6 188.0 209.8
On domestic goods 101.8 135.5 190.4 263.2 241.5 312.8 325.5 387.5
Transaction and stamp 85.9 121.0 153.8 170.7 195.5 199.1 204.2 261.5

Special agricultural products
guarantees account 9.2 45.4 76.5 83.2 75.0 105.2 95.0 112.0

Ordinary expenditure 602.8 766.7 956.1 1 196.5 1 181.0 1 570.2 1 514.4 1 899.0
o f which:

Salaries and pensions 215.2 286.6 347.6 441.2 434.7 564.4 552.1 659.3
Subsidies and grants to 93.6 113.0 128.1 138.2 139.0 189.5 171.9 203.5agriculture1

Ordinary deficit 171.1 132.2 146.2 184.0 171.0 341.0 204.4 297.7

Investment expenditure 97.1 117.9 169.2 221.0 220.0 274.5 275.0 318.0
Investment deficit 90.1 112.1 161.1 209.4 200.0 257.7 255.0 277.0

Total deficit 261.2 244.3 307.3 393.4 371.0 598.8 459.4 574.7
(per cent of GDP) (12.8) (9.6) (9.9) (10.4) (13.2) (10.2) (10.6)

Memorandum items:
Debt servicing 82.8 91.3 130.3 208.2 145.6 292.5 287.5 402.7
Interest payments 62.3 67.9 104.4 163.8 119.1 222.0 236.4 317.9

Domestic 40.6 46.4 69.5 111.9 72.7 148.7 166.0 213.6
Foreign 21.7 21.5 34.9 51.8 46.4 73.3 70.4 104.3

Amortization 19.3 23.4 24.0 42.2 23.9 66.2 46.7 79.2
o f which:

Foreign 17.0 16.1 18.1 35.8 18.1 60.1 40.7 72.8

Net budget receipts from the EEC 9.1 40.6 73.4 83.7 70.4 106.1 99.7 103.2

Public corporations and enterprises
Operational deficit 63.2 61.7 93.4 356.9 134.1 101.1
Total deficit 133.2 168.1 188.4 255.9 256.6 356.9 299.0 339.1

o f which:
Financed by grants 17.1 62.1 91.5 119.0 144.8 174.3
Loans and credit 91.5 108.4 110.5 160.0

I. Including expenditure under the special agricultural products guarantees account which is identical to revenues under this heading. This account is 
always in balance.

Sources: Bank of Greece, Annual Report o f the Governor; Ministry of Finance: The Budget and OECD estimates.
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Table 8. General government accounts1
National accounts basis

1980 1981 1982 1983 1984 1985
forecasts2

Drachma billion

Current receipts, total 521.2 597.3 806.6 989.9 1 266.5 1 540.9
o f which:

Direct taxes 94.6 96.0 151.0 167.3 225.1 295.3
o f which:

On households 73.6 75.2 118.4 137.5 183.6 242.3
Social Security contributions 153.9 186.7 247.0 304.8 390.3 477.1
Indirect taxes 228.7 267.4 365.6 463.4 586.2 703.4
Property and entrepreneurial income 39.6 40.7 34.5 42.3 49.9 55.0

Current payments, total 522.3 736.9 946.2 1 150.7 1 468.0 1 897.8
o f which:

Consumption 280.0 368.6 469.7 574.2 715.8 909.8
o f which:

Salaries and pensions 195.6 248.2 326.5 399.2 494.7 635.6
Interest 41.2 65.3 66.6 103.0 162.1 240.0
Subsidies 41.5 76.3 75.7 66.3 85.3 120.0
Social Security payments 157.5 224.9 326.1 401.8 500.6 620.0

Saving -1.1 -139.6 -134.6 -160.8 -201.5 -356.9
Gross investment 45.9 78.4 70.4 96.3 147.4 183.1
Other capital transactions 0 .0 25.4 10.5 32.9 40.0 65.0

Net lending -46.9 -243.4 -215.5 -290.1 -388.9 -605.0
(Per cent of GDP) (-2.7) (-11.9) (-8.5) (-9.5) (-10.3) (-13.3)

Per cent of GDP

Memorandum items:
Saving, total -0 .1 -6.8 -5.3 -5.2 -5.3 -7.8

Including inter-government transfers
Central government -2.3 -8.4 -5.9 -5.4 -5.2
Social Security 1.1 0.3 -0.7 -0.7 -0.6
Local authorities

Excluding inter-government transfers
1.2 1.3 1.3 0.9 0.5

Central government 0.4 -4.9 -2.3 -1.7 -1.5
Social Security 0.9 -0.5 -1.2 -1.3 -1.5
Local authorities -1.3 -1.5 -1.9 -2.2 -2.4

Net lending, total -2.7 -11.9 -8.5 -9.5 -10.3
Including inter-government transfers

Central government -4.5 -12.9 -8.5 -8.9 -9.3
Social Security 1.1 0.3 -0.7 -0.7 -0.6
Local authorities

Excluding inter-government transfers
0.7 0.8 0.7 0.1 -0.4

Central government -2.0 -9.4 -4.9 -5.2 -5.6
Social Security 0.9 -0.5 -1.2 -1.3 -1.5
Local authorities -1.7 -2.0 -2.5 -3.0 -3.2

1. General government appropriation account on a national accounts basis.
2. OECD forecasts.
Sources: Ministry of National Economy: National Accounts o f Greece; and OECD estimates.
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be higher than had been assumed, partly reflecting measures taken since last August 
(including the devaluation of the drachma). Preliminary estimates show that the Central 
Government budget deficit (administrative basis) will reach 13 per cent of GDP in 1985, or 
about 2'h points more than originally projected. A shortfall in tax receipts explains about 
two-thirds of the difference, with both indirect taxes and especially direct taxes lagging behind 
budget estimates9. The principal causes of the overshooting of expenditure are: an unforeseen 
sharp rise in export subsidies and in interest rate subsidies on loans to farmers; an increase in 
the wage bill due to a big rise in employment and in the average pay (resulting from retroactive 
payments entailed by the introduction of the new “unified salary scale” for government 
employees). In addition, the deficits of public corporations, enterprises and social insurance 
agencies also increased considerably. As in 1984, this was due to a large extent to the rise in 
the operational deficits of social insurance funds and to delays in adjusting administered 
prices in line with costs (notably for urban transport). Public sector investment rose 
appreciably, mostly in public utilities. The increase in the price of selected oil products since 
last August is expected to reduce the deficit of the oil account in 1985. Overall, the PSBR may 
reach around ll'h  per cent of GDP in 1985. Under these conditions the central government 
debt will rise further to nearly 52 per cent of GNP, compared with 36 per cent in 1982 and 
27 per cent in 1979. The increase in total public sector debt was probably somewhat slower but 
still significant. Total public sector debt reached about three-fourths of GDP at the end of 
1985.

Monetary policy

Important reforms have been introduced by the Bank of Greece over the last few years, 
with the aim of improving the functioning of the financial market and the efficiency of 
monetary management. However, monetary conditions have continued to be influenced by 
the heavy demands of the authorities to finance the growing public sector deficits; the 
structural weakness of the financial system and the capital market; the burden on the banking 
system of supporting ailing firms; and large fluctuations in the foreign exchange markets and 
interest rates abroad. Despite the increase in real interest rates, the monetary stance has 
remained accommodating in 1984-1985 with developments strongly influenced by the need to 
finance the sizeable and growing PSBR. Domestic credit expansion reached 26'A per cent in 
1984, exceeding by about six percentage points both the 1983 outcome and the initial official 
projections. Credit to the public sector grew by 33 per cent and that to the central government 
at a somewhat faster rate. In order to finance the PSBR, not only had the banks to increase 
their obligatory investment in Treasury bills and loans to public corporations by one 
percentage point of deposits (for each of them), but also, after an interruption in 1983, the 
central government resorted again to Bank of Greece finance (about 15 per cent of the total). 
External borrowing financed a smaller share in 1984, although in absolute terms foreign loans 
rose by one-half of a percentage point to 4'A per cent of GDP.

Domestic credit expansion to the private sector was considerably lower in 1984 than that 
to the public sector and only marginally above the target of the annual monetary programme. 
The excess was due to the rapid expansion of housing loans (partly reflecting a backlog of 
demands not cleared in 1983) and to the failure to curb the high rate of growth of credit to 
agriculture. The continuing steep increase in agricultural investment since 1982 (to a record 
level of I3/» per cent of GDP in 1984) partly explains the rapid rate of growth of this credit 
category. However, round-tripping was also probably taking place as deposit rates are 
considerably higher than interest rates on agricultural, small- and medium-sized industrial 
firms and handicraft loans. This distortion was partly corrected last October by setting
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Table 9. Domestic credit expansion

Outstanding Percentage changes during 12 months up to:

Drachma Dec. Dec. Dec. Dec. Dec. Aug.
billion 1980 1981 1982' 1983 1984' I9852

Bank Credit (excluding credit to central
government)

Private sector 1 799 20.4 27.1 24.0 17.5 20.9 23.3
Agriculture 317 16.7 22.4 29.3 29.2 36.0 41.5
Manufacturing and mining 747 27.6 29.6 18.4 14.5 17.5 21.1

Short-term 470 25.3 29.6 18.8 10.3 16.9 22.0
Long-term 277 32.5 29.7 17.5 22.5 18.5 19.5

Handicraft3 171 14.6 49.4 51.9 23.4 26.1 24.6
Trade 142 9.0 21.6 20.5 6.3 16.5 20.8

o f which:
Domestic trade 101 -2.8 22.8 28.6 7.0 16.6 17.3

Housing 252 15.9 23.9 34.1 22.2 21.1 17.9
Tourism 78 18.6 24.5 13.8 12.5 5.9 4.6

Government purchasing agencies and public
entities 236 30.1 116.63 65.04 25.8 33.2 18.8

Public enterprises 294 55.9 26.9 29.0 16.9 43.3 28.3
Total 2 330 23.9 31.3 27.8 18.2 24.6 23.5

Total monetary system’s claims on:5
Private sector 1 861 20.3 26.3 24.2 17.2 20.8 23.0
Central government, net 1 486 25.3 49.2 33.2 24.2 28.6 25.6
General government, net 1 340 30.5 61.8 41.8 23.9 34.6 29.9
Public enterprises, net 275 41.0 44.1 21.2 26.1 26.8 21.8
Public sector, net 1 615 32.7 57.8 37.5 24.3 33.2 28.4

Domestic credit expansion 3 476 24.2 36.8 29.4 20.2 26.2 25.4
1 Excluding Drachma 250 billion loan to the State by the Bank of Greece in 1982 and Drachma 150 billion in 1984 for the settlement of the cumulative 

deficit of the “agricultural products and government supplies account”.
2. Provisional data.
3. Including small scale mainly industrial firms.
4. Including Bank of Greece finance for government purchasing agencies.
5. Loans, shares, bonds, bills and securities held by the banking system.
Sources: Bank of Greece, Monthly Statistical Bulletin and direct communication to the OECD.

short-term lending rates somewhat higher than interest rates on savings accounts. Credit to 
small and medium sized industrial firms and to handicrafts increased rapidly, albeit less than 
provided under the monetary programme, as demand was weaker than originally expected. 
Sluggish demand for investment contributed to the relatively slow growth of credit to 
manufacturing (at an underlying rate10 of about 16 per cent in 1983 and 1984). A significant 
part of this credit was channelled to “ailing” firms (see Part IV). This reflects not only the loss 
of dynamism due to structural and other factors (see Part II), but also the aversion of 
entrepreneurs to take risks given the uncertain business climate both domestically and 
internationally.

The overshooting of the credit targets led to an excessive growth of the principal 
monetary aggregates. M3 grew by nearly 30 per cent in 1984 and on average at an annual rate 
of about 29 per cent in the four years to end-1984. Such high underlying rate, constantly 
above the growth of nominal GNP, has led to a further rise in liquidity of the economy
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Table 10. Monetary indicators
Drachma billion

1980 1981 I982! 1983 1984
January-August

1984 1985

Changes during period

Factors affecting money supply. M11
Private sector borrowing, net -23.7 -86.3 -92.0 -113.7 -271.5 -143.6 -187.3
Public sector borrowing3 158.5 298.1 335.9 311.6 572.0 253.2 357.5

Central government 126.4 263.7 271.3 295.2 477.9 199.4 320.5
Other 32.1 34.4 64.6 16.4 94.1 53.8 37.0

Foreign sector (excluding public
borrowing) -57.9 -102.7 -132.4 -209.9 -269.0 -53.8 -202.2

Unspecified -28.3 -36.2 -26.2 76.5 84.4 -36.0 67.4
Money supply narrowly defined. M l4 48.6 72.9 85.3 64.5 115.9 19.8 35.4
Quasi-money (M3-M1) 163.2 304.8 340.2 320.7 551.8 275.2 375.4
Money supply, M35 211.8 377.7 425.5 385.2 667.7 295.0 410.8
Total money supply6 217.0 388.4 439.6 416.1 675.8 301.7 429.9

End of period, outstanding

Memorandum items:
Monetary sector’s net foreign assets -123.8 -187.3 -271.2 -399.5 -508.5 -379.5 -520.4
Deposits in foreign exchange 190.4 266.0 347.5 510.4 693.2 590.0 767.4
M1 (percentage change) (18.4) (23.3) (22.1) (13.7) (21.6) (20.8) (23.7)
(M3-M1) (percentage change) (25.7) (38.2) (30.8) (22.2) (31.3) (29.3) (32.0)
M3 (percentage change) (23.6) (34.0) (28.6) (20.1) (29.0) (27.4) (30.2)

1. Excluding the Drachma 70 billion loan to the State by the Bank of Greece for the settlement of the cumulative deficit of the “agricultural products and 
government supplies account”.

2. Excluding the Drachma 250 billion loan to the State by the Bank of Greece for the settlement of the cumulative deficit of the “agricultural products and 
government supplies account”.

3. Including foreign borrowing.
4. MI includes notes and coins outside the banking system and sight deposits.
5. M3, the broader definition of money supply, includes savings deposits and private and public time deposits with commercial banks and special credit 

institutions.
6. M3 plus restricted deposits with the Bank of Greece (under Law 1611/50) and guarantees for imports.
Sources: Bank of Greece, Monthly Statistical Bulletin and direct communication to the OECD.

contributing to inflationary pressures. This steep growth is only to a limited degree due to the 
more widespread use of the financial system for transaction purposes. The main reasons are to 
be found in the marked reduction of alternative investment opportunities (due to the 
depressed state of the stock exchange11 and real estate market) and the shift in income 
distribution in favour of low income categories with less capability to undertake direct 
investment. Indeed, the majority of households have little or no alternative choice than to 
place their savings in bank deposits. It seems that money illusion is weakening and the 
structure of private sector deposits is becoming more sensitive to changes in real interest rates. 
Allowing for two specific factors, which inflated Ml in December 198412, the shift in favour of 
time deposits in 1983 was confirmed in 1984 as real interest rates continued to edge up. 
“Special time deposits”, for relatively large sums carrying interest rates of up to 20 per cent, 
increased by about 50 per cent in 1984. The adjustment towards a more unified interest rate 
structure and more realistic interest rate levels continued in 1984 and 1985. Interest rates on 
many deposits were raised by up to 1 'h percentage points in 1984, (there were no significant 
changes in 1985), which combined with slower consumer price increases, led to a rise in real
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interest rates of roughly three percentage points between 1983 and 1984. However, most 
categories of deposits still carry negative real interest rates. Lending rates for most categories 
of loans did not change although there was a substantial increase for loans to certain public 
agencies and for certain categories of agricultural loans with a view to discouraging 
unnecessary and sometimes speculative stockpiling. In addition, interest rates on Treasury 
bills (that were held by banks up to last August) rose by 2.75 percentage points.
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Table 11. Monetary programme

1984 1985

Programme Outturn Programme Outturn1

Drachma billion

Supply of funds, total 790 936 1 020 1 190
Private deposits 420 580 590 680
Currency in circulation 60 58 70 90
Bonds and Treasury Bills 15 50 100 60
External borrowing2 296 248 260 360

Credit expansion, total 790 936 1 020 1 190
To private sector 280 324 335 370

o f which:
Bonds 10 10 10

To public sector 460 612 635 820
Reserves 50 50

Percentage changes

Currency in circulation 17.2 17.1 17.0 22.5
Bank deposits 31.6 24.6 28.2
M3 21.7 29.4 23.2 27.7

Domestic credit, total 19.8 26.2 20.6 24.1
To the private sector 18.1 20.9 18.0 20.0

o f which:
Manufacturing 18.0 18.0
Housing 21.0 20
Agriculture 36 24

To the public sector 22.2 33.4 23.8 29.2

Liquidity (M3/GNP) 64.7 67.1
1. Provisional Bank of Greece estimates.
2. Excluding supplier credits to finance oil imports. 
Source: Direct communication to the OECD.

The Monetary Programme for 1985 projected continuing fast domestic credit expansion 
(23 per cent), with the growth of credit to the public sector again exceeding that to the private 
sector (27 per cent and 18 per cent respectively). M3 was planned to rise by about 22'k per 
cent, pointing to a further increase in the liquidity of the economy. The Programme forecast 
new issues of bonds, and for the first time the public was allowed to directly purchase Treasury 
bills last August. A further big rise in external funds is also projected for 1985 reflecting the 
growing reliance on foreign borrowing to finance domestic activity. Monetary and credit 
aggregates are again expected to overshoot their targets, largely due to excessive growth of 
demand for credit by the public sector and, to a lesser extent, to an increase in agricultural 
credit. During the first nine months of 1985 private sector deposits were rising at an annual 
rate of about 30 per cent (5 percentage points more than projected in the Monetary 
Programme). A slower growth in deposits is expected in the last quarter of the year reflecting 
some policy tightening by the government. New credit (in billion drachmas) to the public 
sector is expected to be twice as large in 1985 as that to the private sector (Table 11). As in 
1984, due to sluggish investment, long-term credit to small- and medium-sized industrial 
firms and to handicrafts may fall short of the target.
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II. MACROECONOMIC IMBALANCES

As described in earlier OECD Surveys, large domestic and external imbalances emerged 
in the 1970s. These increased significantly in the first half of the 1980s, seriously hampering 
Greece’s economic performance. Assessed in a medium-term perspective, slow output growth 
has been accompanied by high inflation and rising unemployment. The public sector has been 
running a large structural deficit. The pattern of national income shares has also contributed 
to poor resource allocation. The emergence and persistence of major domestic imbalances 
coupled with a less favourable international environment have led to a marked deterioration of 
the external position and a rapid build-up of foreign debt. As noted, this worsening of the 
external constraint has led the authorities to introduce a wide-ranging stabilization package in 
October and additional measures are under study. Major internal and external disequilibria 
are briefly analysed in the following paragraphs.

Stagflationary trends, 1980-1984

For the first time in the post-war period, Greece, which traditionally enjoyed a positive 
medium-term growth differential, expanded less than its main trading partners in the first half 
of the 1980s (see Table 12). This disappointing performance took place against the 
background of distinctly more expansionary policies in Greece than in the rest of the OECD 
area. The contribution of general government consumption and investment to the rise in GDP 
amounted to 150 per cent during the five year period (see Diagram 6). Monetary policy was 
also expansionary with, notably, strongly negative real interest rates during most of the 
period. This situation has gone hand-in-hand with the persistence of strong inflationary

Table 12. Comparative trends
Annual percentage changes

GNP at market prices' Manufacturing output2 GDP price deflator

1979 1984
1985 1979 1984

19853 1979 1984
19851974 1979 1974 1979 1974 1979

Greece 3.8 0.4 1.4 4.4 - 1 . 0 0 .6 14.8 20.4 18.8
OECD Europe 2.4 1.2 2.3 2 .0 0 .2 3.0 9.9 9.8 7.0
OECD Total 2.7 2 .0 2 .8 2.5 2 .0 3.0 8 .8 7.5 4.7

Consumer prices Unit labour costs 
manufacturing

in General government 
financial balances

1979 1984
1985

1979 1984
1985

1979 1984
19851974 1979 I9744 1979 1974 1979

Greece 16.2 2 1 .8 19.2 18.0 26.3 2 2 .0 -2.4 -7.3 - 13.3
OECD Europe 11.4 10.6 6.5 8 .2 7.9 4.1 -3.0 -4.2 -4.1
OECD Total 10 .0 8.4 4.5 6 .8 6.1 2 .8 - 2 . 2 -3.2 -3.8
1. Volume changes.
2. Value added in manufacturing.
3. For 1985, OECD forecasts for industrial production.
4. Average of 1978 and 1979.
Note: Because 1974 was an exceptionally bad year in Greece, the 1974 base in the table is the average of 1973, 1974, and 1975. 
Sources: OECD National Accounts and estimates of the OECD Secretariat.
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Source:

Diagram 5. Relative recovery patterns 
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pressures. Consumer prices increased on average by 21.8 per cent per year in the five years to 
1984, compared with 16.2 percent in the second half of the 1970s and 10.6 percent in OECD 
Europe. The ratio of inflation in Greece to that of the OECD area and European member 
countries rose from 1.9 and 1.7 in 1980 to 3.5 and 2.5 in 1984 respectively. As noted, in 1985 
consumer prices and the GDP implicit price deflator are still estimated to rise by about 18 per 
cent. The unemployment situation has also tended to deteriorate substantially, albeit less than 
on average in other European member countries.

Public sector deficit

Traditionally, Greece’s net public sector borrowing requirement (PSBR) has been 
relatively high. Since it was mainly used to finance investment, thus contributing to rapid 
non-inflationary economic development, this development did not pose any special problem. 
The situation has changed dramatically since 1980. In relation to GDP the PSBR more than 
doubled compared with the second half of the 1970s. At about 15'/2 per cent in 1984 (1 l'h  per 
cent in 1985) it was among the highest in the OECD area and one of the key factors behind the 
large domestic and external imbalances. The general government is responsible for the largest 
part of the rise in the PSBR, with roughly two-thirds of the increase in its deficit (net lending) 
due to structural (i.e. non-cyclical) factors. The increase in the PSBR was largely used to 
finance consumption. Out of an increase equivalent to l'h  percentage points of GDP between 
the late 1970s and 1984, public sector fixed investment contributed only 2 percentage 
points13. Over the last four years to 1984, public sector dissaving has on average been running 
at about 7 per cent of GDP, largely due to a significant growth in general government current 
expenditure. Given the relatively low starting level and important social needs, an increase in 
the ratio of government current expenditure to GDP was to be expected. Indeed, between 
1970 and 1980 the rise was relatively small and fairly smooth (see Diagram 8). However, 
current expenditure as a percent of GDP rose extremely fast thereafter (especially in 1981), 
reaching 39 per cent of GDP in 1984 (41 per cent in 1985). All principal items of current 
expenditure shared in this exceptionally strong growth. Only a very small part of the growth in 
current expenditure after 1980 is due to cyclical factors. Unemployment benefits and other 
social payments affected by the level of activity, account for a small proportion of total 
transfers to households (about 7 per cent).

Around four-fifths of the increase in current expenditure in the four years to 1984 is 
estimated to be related to structural factors (including the effects of discretionary measures). 
The underlying steep upward trend in expenditure continued in 1985. The growth of 
government consumption was largely due to above average pay rises14 and to an increase in the 
number of civil servants. The latter reflected to a large extent the need to fulfil certain 
economic and social goals (education, health and security). In 1984, for the first time 
government consumption as a percent of GDP exceeded that of OECD Europe, whereas the 
quality of services provided for and the efficiency of the administration is well below that of 
most other OECD countries. Certain built-in elements will continue to exert upward pressures 
on government wages in coming years i.e., the heavy weight given to the number of years of 
service in the pay scales and the substantial gratuity payments on retirement15.

Strongly rising government expenditure has also directly influenced private consump
tion. Not only did the substantial increase in public sector wage and salary bill16 reinforce the 
upward trend in private consumption but government transfers also boosted households’ 
income. Since these are practically tax exempt, their influence on consumption is substantial. 
Government transfers accounted for about 15% per cent of household disposable income in 
1984, compared with 11 per cent in 1980 (they had increased by only 1 'h percentage points
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Diagram 6. Public sector direct contribution to growth
Annual change in Dr.million, 1970 prices
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I. Average of the five years to 1984.
Note: National accounts data at 1970 prices.
Sources: Ministry of National Economy, National Accounts o f Greece and OECD estimates.
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Diagram 7. Cyclical and structural government deficit
Per cent of GDP
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Diagram 8. Government expenditure trends 1975-1985
Per cent of GDP

Source:
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Table 13. Public sector deficit and uses
Per cent of GDP

1979 1980 1981 1982 1983 1984

Public sector borrowing requirement
Cash basis 5.9 8.4 14.8 12.9 11.5 15.5

Government 4.7 6.2 11.6 10.5 8.5 12.7
o f which:

Ordinary and investment budget 4.8 5.9 10.3 8.8 9.4 10.3
Extra budgetary accounts1 1.3 1.4 2.2 1.8 0.3 2.3
Public entities and local authorities2 -1.4 -0.9 -0.6 0.1 -1.1 0.1

Public corporations 1.2 1.9 2.8 2.1 2.9 2.8

Public sector fixed investment3 5.7 5.6 5.9 6.0 7.0 7.5
General government 3.2 2.5 3.1 2.9 3.6 4.2
Public corporations 2.5 3.0 2.8 3.2 3.4 3.4

Public sector dissaving
(Current deficit) 0.8 2.7 8.5 6.7 4.4 8.0

1. Mainly agricultural products and government supplies accounts.
2. Social insurance funds and local authorities are the most important categories.
3. National accounts basis.
Note: Because the data have been derived from different sources the figures show only the orders of magnitude. In the above table stockbuilding is included 

in dissavings because the data are not very accurate and most of stockbuilding is involuntary.
Sources: Bank of Greece, Annual Report; National Accounts o f Greece and OECD estimates.

during the previous ten years). Their contribution to the rise in real household income between 
1980 and 1984 was of the order of 90 per cent. Pensions represent some 70 per cent of 
government transfers to households. The rapid growth in the number of employees since the 
mid-1960s17, wider coverage and higher benefits in recent years, suggest that the pension bill 
will continue to rise rapidly, exerting a strong impact on government transfers in the 
future18.

Interest payments is the item which has experienced the sharpest rise over the last ten 
years19. Indeed, government debt has almost doubled every two years since 1980; an 
increasing proportion of the debt is denominated in foreign currency, increasing pari passu 
with the depreciation of the drachma20; after a very long period of strongly negative real 
interest rates on domestic public debt, the Bank of Greece has gradually brought them near 
positive levels since 1983. General government interest payments are likely to increase 
substantially over the medium-term putting pressure on the general government deficit and on 
the PSBR. Accordingly if the PSBR is to be reduced, important spending cuts on other items 
(or further sizeable increases in taxation) will be necessary.

The deficit of public corporations and enterprises has also risen substantially in recent 
years. Public corporations traditionally registered small savings, which allowed them to 
finance part of their investment. However, since 1978 their combined current account moved 
into deficit and since fixed investment also rose, the total deficit widened to 4'A per cent of 
GDP in 1984. Part of the deficit was covered by government and EEC transfers, so that 
recourse to net borrowing was limited to 2% per cent of GDP. These worsening conditions can 
be ascribed to higher wages, the increase in the number of employees and the policy of keeping 
the rise in prices, fees, and charges below that of costs in order to moderate inflation. Labour 
unions in public corporations and enterprises21 are very well organised and have often, in the 
past, obtained concessions that would be unthought of in the private sector. Some of the
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Diagram 9. Public sector debt and interest payments
Per cent of GDP
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Source: OECD estimates.
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expenditure items (pension bill as well as financial charges on the rising debt) will continue to 
grow autonomously.

Government revenues have also increased markedly since 1980, but less so than 
expenditure. Net EEC transfers have risen rapidly since 1981 (the date of Greece’s entry into 
the EEC), reaching Dr.87 billion in 1984 (and covering around 15 per cent of the PSBR). 
Part of the increase in tax receipts, especially over the last couple of years, reflects an 
acceleration in the collection of tax arrears. Similarly, tax evasion has been somewhat 
curtailed since 1983.

Resource allocation and income distribution
Excessive growth of public consumption has contributed to an unsatisfactory pattern of 

resource allocation. In 1984, the share of total consumption (public and private) in GN P was 
up by about five percentage points from its average level in the second half of the 1970s. There 
was a corresponding fall in the share of fixed investment to 18V2 per cent of GNP in 1984. The 
fall in investment was sharper in Greece than in the rest of the OECD area. This development 
is obviously unwelcome given the country’s considerable infrastructural deficiencies, the 
backwardness of its industrial sector and the need for important anti-pollution and energy 
saving investments. The share of non-residential investment in GNP declined less than that of 
total investment. This was exclusively due to a marked increase in public sector investment, as 
both the administration and public corporations and enterprises resorted heavily to deficit 
financing. Private productive investment fell by over one-fourth between 1980 and 1984. This 
trend reflected both the difficult financial situation of private business and the lack of 
adequate mechanisms and incentives to secure the transfer of resources released by the 
weakening of private housing investment to business productive investment (for more details 
see Part IV). As a result, the estimated growth in the productive net capital stock decelerated 
substantially to some 2'^-3 per cent in 1984 compared with 5 per cent on average in the second 
half of the 1970s22. Moreover, capital stock figures probably overestimate to a significant 
degree both the level and the annual rate of growth of potential output. The latter is influenced

Table 14. The pattern of domestic demand1
Per cent of GNP

1970 19761 2 3 1979 1980 1981 1982 1983 1984 19851

Consumption 80.3 79.4
o f which:

Private 67.9 64.5
Government 13.4 14.9

Fixed investment 23.2 21.0
o f which:

Total productive4 16.7 15.0
o f which:

Private 10.3 9.8
Public sector 6.4 5.2

Stockbuilding 4.4 4.7

77.3 77.7 82.1 83.0 83.9 83.0 83.7

61.5 61.9 64.6 65.0 65.3 64.0 63.6
15.8 15.8 17.5 18.0 18.6 19.0 20.1
25.1 23.4 21.7 19.7 20.1 18.6 18.6

16.2 15.6 15.7 14.5 14.8 14.8 14.7

9.8 10.3 10.1 8.8 8.0 7.4 7.1
5.5 5.3 5.6 5.7 6.8 7.4 7.6
4.2 4.3 3.1 2.0 1.1 1.4 1.6

1. The data do not include the statistical discrepancy.
2. Average of 1975, 1976 and 1977.
3. OECD forecasts.
4. Excluding housing.
Sources: Ministry of National Economy; National Accounts o f Greece and OECD estimates.
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not only by the net physical capital stock but also by the extent to which this stock can be 
utilised. In Greece’s case the degree of economic obsolecence is probably important, reflecting 
inappropriate relative prices both domestically and internationally. However, rates of 
capacity utilisation are low and production could expand somewhat in the short run, as the 
margin of slack is taken up.

The decline in gross investment was associated with an even sharper fall in domestic gross 
savings to 14 percent of GDP in 198423, i.e. 40 percent below the rate of the second half of the 
1970s. This fall underscores the inadequacy of domestic savings to finance investment, even at 
a level as low as that of 1984. The dependence of investment on external borrowing has 
increased considerably (see Table 15), as reflected in the rising current external deficit. The 
shift from small savings to sizeable dissavings in the public sector has contributed importantly 
to the decline in domestic savings. Private sector savings have declined only a little24. The 
relatively small decline in private savings seems to conceal two divergent trends25. Household 
savings appear to have increased since 1980, whereas business savings have fallen 
markedly.

The increase in the household savings ratio largely reflects the marked increases in real 
take-home pay, after-tax farm incomes and transfers. By contrast, income from property and

Table IS. Investment and its financing

1970' 19761 2 I9793 1980 1981 1982 1983 1984 I9854

Per cent of GDP

Total investment 27.4 26.5 29.0 28.6 25.5 22.2 21.4 20.0 20.0
Fixed investment 24.5 21.7 25.0 24.2 22.3 20.2 20.3 18.6 18.4

o f which: 
Productive5 17.3 15.5 16.2 16.1 16.1 14.8 15.0 14.8 14.6

Stockbuilding 2.9 4.7 4.0 4.4 3.2 2.0 1.1 1.4 1.7

External financing6 3.6 4.4 4.0 5.6 6.2 5.4 5.0 5.9 7.9
Domestic savings7 23.8 22.1 25.0 23.0 19.3 17.4 16.4 14.1 12.1

Private sector 17.8 21.1 24.9 24.1 28.0 24.3 22.5 22.1 21.1
Public sector 6.0 1.0 0.1 -1.0 -8.7 -6.9 -6.1 -8.0 -9.0

o f which: 
Government 4.3 1.2 0.5 -0.1 -7.4 -6.0 -5.2 -5.3 -7.1

Per cent of total resources available for investment

External financing6 13.4 16.6 13.7 19.5 24.4 20.7 23.5 29.5 39.5
Domestic savings 86.5 83.4 86.3 80.5 75.6 79.3 76.5 70.5 60.5

Private sector 64.4 79.6 86.2 84.1 109.7 110.3 105.1 107.3 105.5
Public sector 22.1 3.8 0.1 -3.6 -34.1 -31.0 -28.5 -36.8 -45.0

o f which: 
Government 15.9 4.6 0.6 -0.2 -29.1 -27.1 -26.6 -26.5 -35.5

1. Average of 1969, 1970 and 1971.
2. Average of 1975. 1976 and 1977.
3. Average of 1978 and 1979.
4. OECD forecasts.
5. Excluding housing.
6. External financing (= net lending from abroad) equals current account deficit less net capital transfers from abroad. The current account deficit is 

derived from the Bank of Greece data on a payments basis (including suppliers credit) and capital transfers from the national accounts.
7. Domestic savings is the residual (total investment less external financing). Private savings is derived by subtracting public sector savings from total 

domestic savings.
Note: The figures show the orders of magnitude and the direction of change and do not purport to show exact values. The difference in dissavings between 

this table and Table 14 is due to the fact that in this table stockbuilding is included in total investment according to national accounts 
concepts.

Sources: Bank of Greece. Monthly Statistical Bulletin and OECD estimates.

36



entrepreneurship fell markedly in real terms (12 per cent between 1980 and 1984), and even 
more so when allowing for the rise in the tax burden. Although detailed statistics are not 
available, it seems that self employment income has not fallen (or at most very little). The 
decline of income from real estate and of business profits therefore, explain most of the fall in 
real property and entrepreneurial income.

The corporate profit situation continued to deteriorate in the first half of the 1980s. Net 
profit rates26 in manufacturing industry turned negative in 1982 compared with positive rates 
in the second half of the 1970s. The situation has not changed much since. This dramatic fall 
in profit rates explains to a large extent the decline in net private business investment (see 
Diagram 10). Profitability in the service sector has fared better (especially in import trade), 
although a large number of enterprises have continued to experience financial difficulties. As 
for manufacturing industry, reasons for such difficulties include a less favourable interna
tional environment, increasing foreign competition after Greece’s entry into the EEC, 
insufficient investment, poor management, failure to adapt to changing production and world 
trade patterns, lack of technical progress, etc. These factors, combined with policies inhibiting 
labour market flexibility27 and slow output growth, have resulted in low and declining 
productivity in industry from the late 1970s onwards. Whereas the situation called for a

Diagram 10. Profils and investment in manufacturing
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1. OECD data assume a higher rate of obsolescence after the first oil shock than official estimates. 
Source: OECD estimates.
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compression of costs, these increased considerably in real terms. The most important factor 
was the appreciable rise in average pay, in a context of price controls and increased foreign 
competition. The increase in real average pay in manufacturing was particularly important in 
1982 (7 'h per cent), resulting in a progression of unit labour costs of about 12 per cent in real 
terms. Financial charges also rose steeply reflecting the growing debt/own capital ratio, high 
interest rates (including penalty charges on overdue loans) and to a lesser extent the effects of 
the depreciation of the drachma on both interest and capital repayments. Similar 
developments in other sectors led to an increase of about one-fourth in the share of wages and 
salaries in national income from 42 per cent in 1976 to 52'fi per cent in 1984. Given relatively 
low pay levels in many sectors, especially in the private sector, some income redistribution was 
probably justified on social grounds. However, this process took place before the required 
structural adjustment was initiated, and at a time of declining productivity trends in many 
sectors, which in turn was an important obstacle to successful structural adjustment. 
Moreover, judging from the appreciable decline in profits and hence in investible funds 
capable of sustaining an autonomous expansion of industry, income redistribution in favour of 
wages and salaries has ultimately threatened the employment prospects of large categories of

Table 16. Income distribution

1970 1976' 1979 1980 1981 1982 1983 1984 19852

Per cent of national income

1. National income'
Agricultural income 18.4 18.0 16.0 17.9 18.0 19.1 18.3 19.5 19.2
Compensation of employees 
Property and entrepreneurial

38.9 42.3 47.4 46.7 47.7 49.9 51.5 52.5 53.6

income 42.7 39.8 36.6 35.4 34.3 31.0 30.2 28.0 27.2

Per cent of household income

11. Household income
Agricultural income 16.8 16.3 14.2 15.9 15.5 16.1 15.2 16.0 16.1
Compensation of employees 
Property and entrepreneurial

35.6 38.0 42.0 41.5 41.1 42.2 42.8 43.0 43.5

income4 35.3 33.6 31.4 30.3 29.6 26.2 26.1 24.9 24.2
Transfers 12.3 12.1 12.4 12.3 13.8 15.5 15.9 16.1 16.2

Per cent of civilian employment5

III. Civilian employment
Agriculture6 36.8 32.9 29.3 28.8 29.0 28.7 28.7 28.3 27.8
Employees
Employers and persons working

39.9 46.5 48.6 49.3 48.3 48.5 48.6 48.8 49.2

on own account 23.3 20.6 22.1 21.9 22.7 22.8 22.7 22.9 23.0

1. Average for 1975, 1976 and 1977.
2. Forecasts.
3. The individual items do not always add up to 100.0. Direct taxes on corporations, government income from property and entrepreneurship and interest on 

the public debt are not included in this table.
4. Including savings of corporations.
5. The figures have been adjusted in 1980, 1981 and 1982 to eliminate erratic fluctuations.
6. Excluding wage earners and salaried employees but including unpaid family workers.
Sources: Ministry of National Economy, National Accounts o f Greece; OECD labour force statistics and OECD estimates.
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the population. This was notably the case in vulnerable sectors and in other sectors where 
structural changes have been delayed as a result of the steep growth of real labour costs.

Farmers benefitted importantly from the income redistribution. Up to 1980 the ratio of 
agricultural income to national income was on a moderate downward trend, which, allowing 
for the steep decline in the agricultural labour force, meant a substantial real income growth 
per capita. In line with EEC farm price policies, but also due to growing net EEC transfers to 
agriculture from 1981 onwards, the latter’s share in national income reached nearly 20 per 
cent in 1984, the highest ratio over the last fifteen years28. In addition, since a sizeable part of 
growing government transfers have been channelled to farmers, and farmers pay virtually no 
income tax and social security contributions, the growth in real after-tax income has been 
considerable since the end of the 1970s, both in absolute terms and relative to that of 
employees. Moreover, an increasing number of agricultural households have been deriving 
income from other activities (notably tourism). This additional source of income is generally 
not declared and therefore not taxed, suggesting that income of agricultural households has 
risen even faster than indicated by national account figures. At the same time, the underlying 
annual rate of growth of agricultural output slowed down markedly (from 2'h per cent during 
the 1970s to barely above 1 per cent since then). Private investment in agriculture fell by over 
one-fifth between the second half of the 1970s and the first half of the 1980s. The steep 
increase in investment in 1984 seems to have been almost exclusively financed by bank credit 
at preferential interest rates.

External imbalance and foreign indebtedness

Internal imbalances have been largely mirrored in a sharp deterioration of Greece’s 
external position. The current account deficit widened from a yearly average of around 
$1.2 billion in the second half of the 1970s to about $2.1 billion in the first half of the 1980s. In 
relation to GDP the deficit rose from 4.1 per cent to 5.8 per cent. A further deterioration has 
taken place in 1985, with the deficit estimated to reach $2.9 billion or 8 percent of GDP. As a 
result, foreign indebtedness has increased rapidly. In view of the destabilizing mechanism 
resulting from the interaction between financial flows and stocks, such trends were not 
sustainable.

There are many reasons for the large current external deficit prevailing up to 1985. The 
successive oil shocks have no doubt contributed. But the fact that other items of the balance of 
payments have failed to compensate for the rise in the oil bill, six years after the second oil 
shock, underscores the lack of adjustment of the Greek economy29. Despite the country’s 
favourable relative cyclical position from the point of view of the balance of payments, the 
non-oil trade deficit has remained at around 10 per cent of GDP since 1978. This is to a large 
extent due to the significant deterioration of external competitiveness. Relative unit labour 
costs in manufacturing30 expressed in a common currency, rose by about 10 per cent in 1981 
and 20 per cent in 1982 and have since remained at nearly one-third above the level of the 
second half of the 1970s (see Diagram 11). As a result, export performance worsened 
considerably and import penetration increased sharply compared with previous long-term 
trends. In addition to the deterioration in cost competitiveness, both the authorities and 
private business failed to prepare the ground for meeting keener foreign competition in the 
wake of Greece’s entry into the EEC in 1981 (accompanied by the dismantling of tariff's and of 
other protectionist measures). The pattern of domestic industrial production did not adapt to 
the significant rise in labour costs, nor did it respond to the considerable changes in the 
composition of consumer demand resulting from the rapid increase in the standard of 
living31.
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Diagram II. External competitiveness and trade performance in manufacturing

1. In value.
2. Provisional data.
Sources: Bank of Greece and OECD estimates.

The invisible surplus has shrunk considerably since its 1980 record high. In dollar terms 
invisible receipts registered a marked decline also partly influenced by exchange rate 
developments32. Traditionally, Greeks residing abroad have, through various channels, been 
sending to Greece substantial funds in foreign exchange -shipping receipts, emigrant 
remittances, capital inflows for financing real estate acquisitions and venture capital as well as 
in the form of foreign exchange deposits with Greek banks33. Between 1980 and 1984 these 
flows contracted by about $900 million. However, this decline in foreign exchange inflows was 
partly compensated by the increase in net EEC transfers. Furthermore, interest payments 
nearly trebled in the four years to 1984. In addition to these developments, other capital flows 
(including errors and omissions) have been been negative since 1983. Capital flight appears to 
have remained important. There was greater reluctance on the part of foreign investors to
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Table 17. External deficit and its financing

1973 1978 1980 1981 1982 1983 1984

S billion

Trade balance -2.8 -4.3 -6.8 -6.7 -5.9 -5.4 -5.4
Oil account -0.4 -1.0 -6.8 -6.7 -5.9 -5.4 -5.4
Non-oil account -2.4 -3.3 -4.1 -3.8 -3.8 -3.5 -3.2

Invisible balance 1.6 3.4 4.6 4.3 4.0 3.5 3.2
o f which:

Tourist receipts 0.5 1.3 1.7 1.9 1.5 3.2 1.3
Shipping receipts 0.6 1.2 1.8 1.8 1.7 1.3 1.1
Migrant remittances 0.7 1.0 1.1 1.1 1.0 0.9 0.9
Net EEC transfers - - - 0.1 0.6 0.8 0.7
Interest (payments = -) 0.1 -0.2 -0.4 -0.8 -0.8 -0.8 -1.1

Current account balance -1.2 -1.0 -2.2 -2.4 -1.9 -1.9 -2.1

Entrepreneurial net capital inflows 0.1 0.3 0.4 0.3 0.2 0.2 0.1
Real estate net capital inflows 0.2 0.4 0.6 0.5 0.4 0.4 0.5
Foreign exchange deposits by Greeks 0.1 0.4 0.1 0.2 0.2 0.3 0.3
Net public sector borrowing 0.4 0.2 0.7 0.7 1.1 1.4 1.6
Other capital inflows1 0.5 0.3 0.4 0.7 - -0.4 -0.4

Memorandum items:
Foreign exchange inflows by Greeks2 1.6 3.1 3.8 3.6 3.4 3.1 2.9

Per cent of current account payments

Exports, goods only 33.3 35.8 32.8 34.9 34.1 35.7 37.2
Foreign exchange inflows by Greeks 29.6 36.6 30.0 26.8 27.9 26.6 24.4
Net EEC transfers - - - 1.0 4.5 7.2 6.0
Other net invisible receipts3 6.0 13.8 12.8 9.5 10.5 10.3 9.6
Other capital inflows4 23.9 11.1 18.4 22.6 13.9 8.2 9.2
Public sector borrowing 7.2 2.7 6.0 5.2 9.1 12.0 13.6
1. Including errors and omissions.
2. This item includes shipping receipts, emigrant remittances, real estate purchases and net foreign exchange deposits. Greeks also transfer funds into the 

Greek economy through withdrawals from drachmae convertible accounts and entrepreneurial net capital inflows. Accordingly one fifth of these funds 
have also been added to the other identifiable items mentioned above.

3. Excluding those invisible receipts included in foreign exchange inflows by Greeks. Other net invisible receipts consists mainly of net tourist 
receipts.

4. Including errors and omissions and excluding capital inflows by Greeks (these have been included in foreign exchange inflows by Greeks). 
Sources: Bank of Greece, Monthly Statistical Bulletin and OECD estimates.

invest in Greece due to high risk premia, insufficient profitability in most industrial and many 
service sectors and uncertain business climate. The shortage of capable Greek partners to set 
up joint ventures with foreign investors for medium to high technology projects also explained 
the lack of interest of foreign investors. High real interest rates abroad may also have played a 
role.

The deterioration of the balance of payments situation led to more compensatory 
borrowing. Public sector net borrowing from abroad more than doubled from $700 million in 
1980 to $1.6 billion in 198434; a further rise to $2'A billion is expected in 1985. Under these 
conditions, and since the overall debt servicing ratio remained within reasonable limits (19 per 
cent of current external receipts in 1984 compared with 9 per cent in 1980), financing the 
balance of payments deficit has not posed any problems.
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Table 18. External debt
$ million

Bank of Greece data

1978 1979 1980 1981 1982 1983 1984

Medium and long-term debt 3 845 4 142 5 376 6 298 7 310 8 596 9 797
A. Public and public sector guarantee 2 931 3 099 4 204 5 163 6 264 7 698 9 000

a) Central government 495 472 497 521 581 621 668
b) Public enterprises and corporations 991 1 044 1 342 1 859 2 360 3 037 3 904
c) Banks 1 414 1 562 2 343 2 747 3 223 3 918 4 305

o f which:
Bank of Greece 1 220 1 293 1 942 2 327 2 712 3 194 3 585

d) Private enterprises 31 21 22 37 101 121 123
B. Banks without public sector guarantee 331 402 481 455 435 319 241
C. Commercial (suppliers’) credit 583 642 691 680 611 579 556

Short-term debt 644 760 1 023 1 028 1 389 1 321 1 668
A. Bank of Greece - - - - 420 335 668
B. Suppliers’ credit 644 760 1 023 1 028 969 986 1 020

Sub-total 4 489 4 903 6 399 7 326 8 699 9 912 11 486
Other private1 n.a. n.a. n.a. 550 600 650 800

Total debt2 n.a. n.a. n.a. 7 876 9 499 10 562 12 286

Amortization, total 361 442 499 638 710 699 786
Public sector 299 383 407 515 574 526 597
Private sector 62 59 92 123 136 173 189

Interest payments, total 235 328 438 803 769 840 1 070
Public sector 202 277 352 703 641 728 922
Private sector 33 51 86 100 128 112 148

Memorandum items:
Debt servicing ratio (% of current receipts) (8) (8) (9) (13) (14'/>) (16) (19)

OECD data3
Total external debt 13 051 14 911 15 590

Long term 10 440 11 597 12 210
Short term 2 611 3 314 3 380

1. Private sector debt is an estimate.
2. Data provided by the Bank of Greece. Only part of loans for military equipment is included in the total debt.
3. The OECD data (including BIS data) are mainly derived from creditor sources. OECD data for earlier years are not comparable with data for 1982, 

1983 and 1984, and are not, therefore, presented in this table. OECD figures include loans to shipowners operating abroad. For the reasons discussed in 
the text these loans should not be considered as part of the Greek external debt.

Sources: Bank of Greece and B1S/OECD.

Bank of Greece estimates for end-1984 show $ 12.4 billion for total external debt whereas 
OECD estimates show a figure of $15.3 billion (see Table 18). Private sector debt has been 
estimated by the Bank of Greece on the basis of interest payments and is, therefore, subject to 
a small margin of error. The total debt of $15.3 billion shown in the OECD statistics for the 
end of 1984 overstates the level of the Greek external debt35, as these figures include loans 
raised by shipowners operating abroad, which cannot be considered part of the Greek debt36. 
Neither the Bank of Greece nor the OECD statistics include in the debt the foreign exchange 
deposits by Greeks with financial institutions in Greece37. Nevertheless, irrespective of the 
source, all data point to the steep upward trend in external debt up to the mid-1980s.
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III. THE STABILIZATION PROGRAMME AND BEYONDV
The stabilization programme

The government formed after the June elections has shifted the focus of policies towards 
stabilization, with a view to reducing imbalances and laying the ground for structural 
adjustment of the economy. To this end important measures have been introduced since last 
August and greater emphasis has been laid on improving business prospects. Certain 
administered prices have been raised, with an increase in some urban transport fees of as much 
as 50 per cent. The Bank of Greece allowed the drachma to depreciate in effective terms by 
about 6 per cent, actual rate, in the three months to early October or somewhat more than 
inflation differentials between Greece and its main trading partners. An important 
stabilization package was announced on 11th October, 1985, its immediate objective being 
the reduction of the current external deficit to manageable limits. The principal measures 
are:

i) A 15 per cent devaluation of the drachma;
ii) Obligatory 6-month non-interest bearing deposits on certain imported goods. The 

deposits will be equivalent to 40 per cent or 80 per cent of the value of imports. 
These deposits will affect about one-fifth of total merchandise imports;

Hi) A modification of the wage-price indexation scheme (ATA), by excluding the 
impact of import prices and by adjusting wages on the basis of projected inflation 
instead of past price rises (including no increase in pay in January 1986 for high 
earning categories). Corrective adjustments will be made at the end of 1986 and 
1987 if the increase in consumer prices exceeds projected inflation. A law was 
passed making the new system obligatory for both the public and private sectors up 
to the end of 1987 and severe penalties will be imposed on companies transgressing 
the new rules;

iv) By not fully adjusting the green drachma, agricultural price increases are planned 
to be kept below the targetted inflation rate;

v) A reduction of the PSBR by about 4 per cent of GDP through the curtailment of 
expenditure, an increase in administered prices (and fees) and an increase in tax 
revenues (including greater efforts to curb tax evasion and the gradual abolition of 
certain tax exemptions). Certain external signs of wealth (cars, household 
employees, etc.) will increasingly be taken into account in determining taxable 
income and, for the first time, certain types of tax evasion will be made a criminal 
offence. A once-for-all tax surcharge on 1984 company profits and income from 
self-employment and rents will also be levied in 1986. The authorities plan to reduce 
further in 1987 the PSBR by about four percentage points;

vi) A tightening of monetary policy by progressively reducing the growth of domestic 
credit. Short-term (subsidised) interest rates for “privileged” borrowers have been 
increased. Short-term interest rates will be at least one percentage point higher 
than interest rates on savings deposits. Measures have been taken to absorb excess 
liquidity in the banking system and force public agencies to borrow less. The growth 
of M3 in 1986 is tentatively projected to be in line with that of GDP.

The authorities also announced that specific measures to combat unemployment will be taken 
before the end of 1985. Certain “problematic” firms will also be closed down, and a substantial 
part of the debt of the remaining ones will be converted into share capital to be owned 
principally by the National Bank of Greece and the Organisation of Rehabilitation of 
Firms.
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The 1986 Budget proposals (administrative basis) presented on 27th November 1985 
imply a restrictive policy stance, with the Central Government budget deficit planned to be 
reduced by about 2'h percentage points to IOV2 per cent of GDP. This is to be achieved through 
a marked increase in tax receipts (the growth of which will be well above that of nominal 
GDP) and slower growth of expenditure to roughly that of GDP (in nominal terms). On the 
revenue side the Central Government Budget projects an increase of 53 per cent in direct tax 
receipts in 1986. In addition to some fiscal drag on personal incomes, resulting from a partial 
adjustment for inflation in personal income tax allowances and brackets, the authorities plan 
to further curb tax evasion38 and to widen the tax base by eliminating certain tax exemptions 
(additional yields of Dr.75 billion and Dr. 10 billion respectively). The once-for-all tax 
surcharge (on profits, rents and self-employment incomes) is planned to yield about 
Dr.26 billion. In addition, the collection of about Dr.50 billion of tax arrears will be speeded 
up. Indirect taxes and stamp duties will rise only somewhat faster than the projected growth of 
nominal GDP, giving an increase in total budget receipts of 32.5 percent in 1986. Except fora 
further sharp rise in debt servicing payments, all other important expenditure categories are 
planned to rise considerably less than in 1985 and at a slower pace than the projected growth 
of nominal GDP. In particular, the modifications of the indexation mechanism and some 
delay in fully implementing new salary scales will result in a marked slowdown in the growth 
of the wage and salary bill (from 28 per cent in 1985 to 17 per cent in 1986). The decision to 
almost stop new recruitment in the public sector, unless absolutely necessary, will also 
contribute. Subsidies to agriculture are planned to rise moderately in nominal terms 
suggesting a fall in real terms. The growth of investment expenditure (administrative basis) is 
projected to slow down markedly (from 24 per cent in 1985 to 16 per cent in 1986).

A sharp decline of the operational deficit (37 per cent in real terms) of public enterprises, 
corporations and social insurance agencies is also projected owing to a squeeze of expenditure 
and, to a lesser extent, increased prices, charges and fees. Indeed, for the same reasons as for 
the central government, the wage and salary bill should decline markedly in 1986. This, 
combined with a somewhat smaller reduction in investment expenditure, should result in an 
additional saving by the rest of the public sector of about Vh percentage points of GDP. To 
sum up, the PSBR is officially projected to decline to around 13 V2 per cent of GDP in 1986 
(from 17'/2 per cent in 1985). The Authorities have announced that the tight policy stance will 
be maintained in 1987, with the aim of reducing the PSBR by roughly the same amount as in 
1986. The Monetary Programme for 1986 has not yet been finalised. However, given the 
policy objectives, the authorities are likely to aim at a significant deceleration in the growth of 
money supply (M3). Because of the trend increase in the liquidity ratio, a slightly faster rate 
than that of nominal GDP would remain consistent with the achievement of overall targets. 
Accordingly, credit expansion should also be considerably slower than in 1985.

Prospects for 1986

The above measures, which represent a clear departure from policies followed over the 
last ten years, are expected to have an important influence on both short-term and 
medium-term developments. In line with the 1986 Budget the fiscal policy stance is assumed 
to be restrictive, with the PSBR targetted to decline by as much as 4 percentage points of 
GDP. In relation to GDP, the general government deficit on a national accounts basis is 
forecast to fall to around 10 per cent and the borrowing requirement of public corporations 
and enterprises to about 3 per cent. With regard to monetary policy, M3 is officially expected 
to grow by about 20 to 22 per cent and domestic credit to the private sector by some 14 to 
16 per cent. Under the modified ATA system, the growth of average earnings is expected to be
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Table 19. The outlook for 1986
Percentage change

1985 1986

Private consumption 1 -2
Government consumption 4'A 'A
Fixed investment 1 —2’A

Final domestic demand l'A -l'A
Total domestic demand 2 -2%

Exports 5'A 6%
Imports 6 -3%

Foreign balance -'A 2'A
GDP 1% -'A
GNP l'A -1

Manufacturing output 'A 'A

Total employment 'A -'A
Unemployment rate (8'A) (9)

Implicit price deflators
Private consumption 18% 2 l'A
GDP at market prices 18% 18

$ billion

Trade balance -6.0 -5.0
Invisible balance 3.1 3.2
Current account balance -2.9 -1.8

General government net borrowing (deficit)
(per cent of GDP) (13.3) (10.6)

Source: OECD estimates.

about 1 5 '/2  percent on average in 1986 and somewhat less throughout the year. Because of the 
carry-over from the implementation (in 1985) of the new “unified salary scale” in the 
government sector, the rise in average pay of civil servants is forecast to exceed that in the 
private sector. Moreover, it is assumed that wage drift in the private sector will be somewhat 
stronger than is normally the case in order to mitigate the fall in real personal incomes. 
Continuing price controls, together with sluggish domestic demand conditions, are expected to 
dampen speculative tendencies and inflationary expectations.

The Secretariat forecasts have been prepared on the basis of the above technical 
assumptions. However, it is difficult to assess with accuracy the response and behaviour of all 
economic agents. Accordingly the forecast is subject to a greater margin of uncertainty than 
usual. The short-term cost of adjustment policies will be a temporary acceleration in the rate 
of inflation reflecting a steep rise in import prices, in the wake of the sizeable nominal effective 
depreciation of the drachma. In contrast, the growth of domestic costs will decelerate 
significantly due to the modifications of ATA. As a result, for the first time since 1981 the 
year-on-year rise in the implicit price deflator will be less for the GDP (18 per cent) than for 
private consumption (21‘A per cent). This largely reflects the projected deceleration in the

45



growth of unit labour costs in the private sector to around 15 per cent in 1986 (18 per cent in 
1985). The weakening of inflationary pressures should be more evident towards the end of 
1986 and early 1987, as the effects of the sizeable devaluation of the drachma progressively 
fade. In 1987, inflationary trends should be mainly determined by the evolution of domestic 
cost pressures, suggesting a further marked deceleration in consumer price increases in the 
course of the year.

Diagram 12. Business surveys

Source: OECD Main Economic Indicators.
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Diagram 13. Conjunctural indicators
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Real disposable income is forecast to decline by almost 6 ner cent in 1986, influenced by 
slower nominal rises in the wage and salary bill, income fr<Wproperty and entrepreneurship 
outside agriculture, and a rise in taxes. Private consumption may only fall by 2 per cent, 
cushioned by a marked decrease in the savings rate. The growth of government consumption is 
forecast to decelerate to 0.5 per cent while public sector investment will decline, implying a 
marked change from trends in recent years. Falling real disposable income and weak domestic 
demand conditions may bring about a further small decline in residential investment. Despite 
new projects undertaken at the initiative of the public sector39 business fixed40 investment 
may fall slightly in 1986. As in other countries, business fixed investment is expected to react 
with a lag to the projected recovery in profit rates. Accordingly, any upturn in business 
investment is unlikely to take place before the end of 1986. Total fixed investment is forecast 
to decline in 1986 and the rate of stockbuilding to fall considerably (largely by running down 
stocks of imported goods). Domestic demand is thus projected to decline by some 23A per cent 
in 1986. Owing to the rising positive contribution from net exports the decline in GDP will be 
limited to just over 1h per cent. With net factor income payments to abroad rising somewhat, 
the decline of GNP will be somewhat stronger. For the first time after seven years, the growth 
of manufacturing production may exceed that of GDP, partly reflecting a substitution of 
domestic production for imports. Total employment is forecast to decline a little so that 
unemployment may continue to edge upwards. Falling employment in manufacturing should 
contribute to a decrease in dependent employment in the private sector. Lower employment in 
manufacturing will largely reflect retirements and the closure of certain “ailing” firms.

The current external deficit may decline from $23A to 3 billion in 1985 to around 
SPA billion in 1986. Net compensatory official borrowing may, therefore, fall by almost 
$1 billion to around $1 billion. Export volume growth is projected to strengthen reflecting 
improved external competitiveness and slack domestic demand. For the same reasons, import 
volume is forecast to fall, also influenced by the compulsory deposits. Overall, the trade deficit 
is projected to decline by some $900 million from the 1985 outcome. The invisible surplus 
should widen, influenced by buoyant tourist receipts. Finally, it is assumed that the 
developments of leads and lags41 will be more favourable. Capital flight appears to have 
gathered strength in 1985 and a return to more normal levels seems likely. Nevertheless, the 
reversal of these trends will greatly depend on business sentiment. The new policies should also 
favourably influence foreign trading, financial and other companies directly engaged in 
production and investment.

Medium-term considerations

The stabilization package of 11th October 1985 and the 1986 Budget address the most 
immediate needs, namely reducing the high PSBR and the associated large current external 
deficit. The authorities have also announced that restrictive incomes and fiscal policies will be 
maintained in 1987. Moreover, additional structural measures are currently under prepara
tion with a view to fostering economic growth and social development. There is indeed no 
doubt that corrective action will have to be pursued beyond 1986. For the transfer of resources 
to the external sector to take place, in a context of more sustained growth of activity and 
employment, the pattern of income distribution and resource allocation will have to improve 
further. For this to be achieved, average pay will have to continue to rise moderately, so that in 
real terms its growth remains below that of productivity, contributing to more rapid capital 
accumulation. But other measures will also have to be taken to enhance the supply 
responsiveness of the economy.
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The reduction of the public sector borrowing requirement will have to extend over a 
number of years and this will require severe measures, both on the revenue and the 
expenditure side. Average and marginal tax rates are fairly high. However, because of tax 
evasion and legal loopholes, the tax burden is very unevenly distributed, falling essentially on a 
relatively small percentage of individuals, socio-professional categories and transactions. This 
is notably the case for employees whose income is taxed at the source. A sufficiently large 
increase in tax receipts can only be achieved if the tax base is widened. Many entrepreneurs, 
self-employed and other categories manage to hide a sizeable part of their incomes and profits. 
Tax evasion could be substantially curtailed if appropriate measures, which have been in 
operation with a fair degree of success in most other OECD countries, were introduced. A 
striking example is the present regime of bank secrecy which provides full protection to tax 
evaders. The fact that sources of income do not have to be justified, even for ostentatious 
consuniption and real estate purchases, also departs from the practice in most OECD 
countries. The 1986 Budget has attacked certain aspects of this problem by giving greater 
weighrto a limited number of external signs of wealth in estimating taxable incomes and by 
increasing penalties for tax frauders. But there is still significant scope in this area. 
Recognition by the public of the detrimental effects on social cohesion and economic 
development of such practises would clearly help.

Legal tax avoidance is also important. Farmers are practically exempt from paying many 
taxes on income (including social insurance contributions) and some important indirect taxes 
and duties, while at the same time benefitting importantly from government transfers to 
households. They pay only 0.2 per cent of total taxes on personal incomes, but account for just 
over one-fourth of the labour force. If farmers were paying income tax on their revenues and

Table 20. Taxes and personal incomes in 1983
Per cent of total

Personal income tax Rentiers

Merchants,
industrialists,
small-scale

entrepreneurs,
etc.

Self-employed 
and professionals Pensioners Farmers etc. Employees

Tax payers (1 805 thousand) 7.9 28.7 4.3 13.3 1.4 44.4
Declared income (Dr. 911 billion) 4.1 20.5 6.3 14.6 0.3 54.1
Tax payment (Dr. 93.4 billion) 4.9 23.3 9.3 15.4 0 .2 46.8
Average tax (Dr. 52 thousand) 62.2 81.3 217.2 115.9 14.4 105.5

Memorandum items:
Sources of declared income Household income1 from: Civilian employment

Real estate 8.2 Agriculture 16.0 Farmers, etc. 28.7
Financial capital 0.3 Property and Employers and self-
Business income 16.3 entrepreneurship 26.0 employed
Self-employment income 2.7 Wage bill 42.5 (excluding agriculture) 22.7
Salaries and wages 72.4 Current transfers: Employees 48.6
Other income 0.1 From government 12.9

From abroad 2.7
Total 100.0 Total 100.0 Total 1 0 0 0

1. National accounts basis.
Note: Because of rounding figures may not add.
Sources: Direct communication from the National Statistical Service of Greece; National Accounts o f Greece and OECD estimates.
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social insurance contributions, as other categories of the population, the PSBR could be 
realistically reduced by around 2 percentage points of GNP42. Further reducing tax 
exemptions and severely curtailing tax evasion could yield 2'h per cent of GNP43 in addition to 
the 1 'k per cent provided for under the 1986 Budget. The introduction of VAT (value added 
tax) will of course help considerably in reducing tax evasion44 but will not be sufficient per se 
to bring about major changes. In total, government revenues could be raised by about 
4'/? percentage points, thus bringing Greece closer to the level of OECD Europe (about 39 per 
cent of GDP in 1984).

Courageous policy measures will also have to be taken in the field of expenditures. 
Reductions will have to be widespread. For example, overmanning could be reduced by 
slowing down the rate of recruitment to below that of retirement. This could be combined with 
a reallocation of manpower within the public sector. After a protracted period of substantial 
increases in real pay in the public sector, exceeding that in the private sector, wage moderation

Table 21. Comparative energy trends

Greece OECD Europe OECD Total

Electricity prices household 
U.S.$/Kwh, 1983 0.72 0.77 0.76

(1979 = 100) (105.9) (104.5) (115.2)

Automotive diesel oil prices 
U.S.$/litre, 1984 0.240 0.370 0.360

(1979 = 100) (118.8) (112.1) (116.1)

Gasoline prices 
U.S.$/litre, 1984 0.490 0.570 0.540

(1979 = 100) (72.6) (98.3) (103.8)

Light fuel-oil prices for industry 
U.S.S/metric ton, 1984 281.3 320.5 327.5

(1979 = 100) (121.5) (128.9) (140.5)

Heavy fuel-oil prices for industry 
U.S.$/metric ton, 1984 162.3 196.3 200.8

(1979 = 100) (176.9) (155.1) (161.9)

Per cent of OECD, total
1973 1979 1983

Greek energy requirements/GDP
compared with OECD average 68.5 77.9 90.5

Greek oil requirements/GDP
compared with OECD average 100.0 114.0 133.5

Greek oil requirements/population
compared with OECD average 30.8 52.0 55.5

1979 (1973 -  100) 1983 (1979 = 100)

Greece OECD, total Greece OECD, total

Energy requirements 131.9 109.3 103.1 91.8
Oil requirements 123.0 103.5 92.3 80.4
Sources: 1EA, OECD: Energy prices and taxes; Energy balances and OECD estimates.

50



is needed. The recent income policy measures announced by the authorities will clearly help. 
An assessment of the pension system in the public sector would also seem desirable. When 
account is taken of the substantial gratuity payments received on retirement, most pensions in 
the public sector (including banks) are comparable to salary levels received before retirement; 
this, at an age when family expenditure is normally declining. A more appropriate and 
rational pension system in the public sector, in line with practises in other OECD countries, 
could result in important savings, especially in the future. These in turn could largely 
compensate for the expected large increase in the number of pensioners over the long-term. If 
for social and economic reasons expenditure in some sectors (e.g. health, education and public 
works) needs to increase in real terms, efforts should be made to curb wasteful spending.

Besides a better control of expenditure in public corporations and enterprises, revenues 
could also be raised if a better pricing system was applied. In addition to the desireable 
elimination of operational deficits, sufficient savings should be generated to begin repaying 
part of the debt and to cover a larger part of investment expenditure. As noted, measures have 
recently been taken in this area, the most significant being the rise in the (administered) price 
of oil aimed at reducing the sizeable deficit of the oil account. Greece’s energy prices had 
remained significantly lower than those in almost all other OECD countries with the 
difference widening over time. Whereas in the rest of the OECD area total energy 
requirements have been on a downward trend since 1979, in Greece they have been rising not 
only in absolute terms but also in relation to GDP. Given relatively small domestic production, 
this rise has led to a significant increase in net energy imports. Transport and communication 
fees and charges are also fairly low by OECD standards, which does not only explain the 
operational losses of many public corporations and enterprises, but also the backwardness of 
the transport and communication networks in Greece. More realistic pricing policies will have 
to extend beyond 1986.

The pattern of income distribution will also have to be more geared to the developing 
needs of the economy. For the downward trend of productive investment to be reversed, 
business profitability has to be restored to normal levels. As noted, the new indexation system 
excludes the impact of import prices and links wage adjustment to the targetted rate of 
inflation. It should thus contribute to unwinding the inflationary spiral, reducing real incomes 
in line with the terms of trade loss stemming from the devaluation, and correcting income 
distribution in favour of profits. However, its periodicity has not been modified, and extension 
of intervals to nine or 12 months would be desirable to allow productivity to exert a dampening 
impact on prices before wages are adjusted. So far, incomes policy linked to the indexation 
system has penalized real earnings of those with above average wage and salary levels. The 
ratio between high and low real take home pay has been consistently reduced since 1980. In 
the public sector, for instance, it has fallen to barely above two-to-one compared with a little 
over four-to-one at the beginning of the 1970s. Although on social grounds this may be 
understood, the negative implications in terms of work disincentives and lower productivity 
cannot be ignored.

The supply responsiveness of the Greek economy must also be increased if better 
economic performance is to be restored. Institutional bottlenecks, bureaucratic attitudes, 
labour market rigidities, failure to innovate, poor management, inefficient use of financial 
resources etc. are important obstacles undermining the growth potential of the economy and 
perpetuating inflationary pressures. Among possible lines of policy action, efforts would seem 
to be called for:

-  To strengthen the dynamism and flexibility of labour markets;
-  To establish the right environment for investment and entrepreneurship;
-  To further pursue the reform of the financial system (see Part IV).
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IV. FINANCIAL REFORMS

Overview
In the past, the importance of an efficient financial system for the industrialisation and 

development process of a country with relative scarce capital had not received sufficient 
attention in Greece45. It was not until recently that reforms started to be introduced. However, 
the system continued to be influenced by policies aimed at fulfilling specific social and 
economic goals and, as a result, failed to adapt to changing economic conditions. Before the 
early 1960s, the system was designed to meet the needs of a relatively simple economy still 
heavily dependent on agriculture46, a few traditional light industries, construction and 
tourism. Since then, important structural changes have taken place, with economic 
interrelationships becoming more complex and the country substantially more open to 
external influences47.

The system -  whose structure is described in more detail in the following paragraphs -  is 
still characterized by extensive controls of volume, direction, and price of credit flows, as well 
as excessive concentration and direct government intervention. It is used as an instrument to:
a) Provide subsidies and incentives to selected sectors of the economy; b) Lower the cost of 
financing of the public sector; c) Discourage some activities, notably trade and consumer 
credit, through a system of unfavourable interest rates.

Controls on the allocation o f credit

Given the relative unimportant role of capital raised through public issues of bonds and 
shares, the financing of business activity relies heavily on banks and specialised credit 
institutions. Extremely limited scope is given, however, to the banking system in the 
allocation of credit. Most of the funds available through Specialised Credit Institu
tions (SCIs) are earmarked for two sectors, agriculture and construction. In addition, 
three-quarters of bank portfolios are constrained, their use being directed towards the 
public sector, long-term investment to industry and handicraft, and special support to 
ailing industries, as discussed below.

Interest rate determination

Complementing the allocation of credit to different sectors of the economy, the interest 
rate structure is determined administratively and used to pursue incentive and subsidy 
policies. In spite of the recent reforms (see below), there still exists a large number of 
interest rates applied to different varieties of borrowers, which cannot always be justified 
by risk and maturity considerations. Spreads between deposits and lending rates and 
between different lending rates are still wide and at times arbitrary. In general terms, 
they result in a transfer of real resources from small depositors and borrowers not 
receiving subsidised rates on the one hand, to the government and the “priority sectors” 
on the other, notably agriculture.

Insufficient competition

The majority of the financial system is directly or indirectly controlled by the state, and 
government attitudes and policies do not help to promote competition. The sector remains 
strongly concentrated (with the two largest banks controlling over 72 per cent of total 
bank credit), and innovation and change do not feature prominently. Furthermore,
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controls on direction and cost of credit give a prominent role to the authorities in the 
determination of profitability in the industry, a feature that may also discourage 
competition.
These policies which may have contributed to rapid growth of targetted sectors in the 

past, have given rise, with the passing of years, to a series of problems and allocative 
inefficiencies. Criteria based on cost-benefit analysis rank low in the allocation of credit by 
financial institutions.

The Greek financial system
Greece’s capital market remains underdeveloped. Issues of securities accounted for less 

than 0.25 per cent of total identified finance to the private sector over the last ten years48. The 
secondary market is extremely limited. Institutions such as insurance companies, mutual and 
pension funds and unit and investment trusts, that could help in promoting a secondary 
market, are still in their infancy. Furthermore, in the Athens Stock Exchange (ASE), the sole 
organised market for stocks and shares, only a very small number of enterprises are listed49. 
This is principally due to the “family-owned” nature of most enterprises. Owners are unwilling 
to run the risk of losing control and they dislike to provide information on the situation of their

Tabic 22. Financing the private sector1

Centred three year averages Annual data

1970 1976 1979 1982 1982 1983 1984

Drachma billion

Bank credit 20 821 74 575 117 416 224 442 237 794 223 490 297 105
Short-term 9 216 49 688 61 314 118 315 125 774 108 400 157 738
Medium to long-term 11 615 24 887 56 102 106 127 112 020 115 090 139 367

Security issues, net 92 579 249 817 530 889 2 595
Net capital inflows from abroad 7 261 22 960 43 158 45 554 35 280 54 490 75 147

o f which:
For real estate 2 458 11 346 21 049 30 280 26 645 37 168 53 388
Business (long-term) 2 760 6 558 13 986 15 790 13 890 15 899 16 497
Other2 2 043 5 056 8 123 -516 -5  255 1 423 5 262

Total finance and identified lending to the
private sector 28 231 98 114 160 816 270 813 273 604 278 869 374 847
(% of GDP) (9.5) (12.0) (11.2) (10.6) (10.7) (9.1) (9.9)

Per cent of total

Bank credit 73.8 76.1 73.0 82.9 86.9 80.2 79.3
Short-term 32.6 50.6 38.1 43.7 46.0 38.9 42.1
Medium and long-term 41.1 25.4 34.9 39.2 40.9 41.3 37.2

Security issues, net 0.5 0.6 0.2 0.3 0.2 0.3 0.7
Net capital inflows from abroad 25.7 23.4 26.8 16.8 12.9 19.5 20.0

o f which:
For real estate 8.7 11.6 13.1 11.2 9.7 13.3 14.2
Business (long-term) 9.8 6.7 8.7 5.8 5.1 5.7 4.4
Other 7.2 5.2 5.0 -0.2 -1.9 0.5 1.4

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0
I All data refers to flows, i.e. changes in outstanding credit.
2. Including suppliers’ credit.
Sources: Bank of Greece, Monthly Statistical Bulletin and OECD estimates.
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enterprise (often in order to facilitate tax evasion). Finally, because of easy access to bank 
credit, often under preferential conditions, enterprises, especially the larger ones, have no 
incentive to resort to the Stock Exchange. The general public is also hesitant to invest in 
shares, especially after the dramatic fall in share and bond prices since the end of the 1970s50. 
Investors also traditionally distrust family run companies. The substantial part of shares and 
stocks owned by a few (mainly state-controlled) banks and their important influence in the 
dealings of the ASE51 may also discourage potential investors.

Commercial banks and Specialised Credit Institutions (SCIs) are the main suppliers of 
credit. The latter are official institutions directly controlled by the government and are a 
significant source of credit to the public sector. Until recently they drew an important part of 
their funds from The Bank of Greece. Moreover, the Bank of Greece imposes credit ceilings on 
these institutions. Postal savings accounts and private deposits with the Agricultural Bank of 
Greece account for the bulk of total deposits with the SCIs. The significant development of the 
SCIs is also linked to the priorities (of successive governments) to channel medium and 
long-term credit at favourable terms to agriculture and housing, to foster the creation of new 
enterprises and provide them with medium- to long-term finance, that they could not 
otherwise raise. In effect, agriculture and housing absorb almost 60 per cent of total credit to 
the private sector granted by SCIs. Investment banks, of which the Hellenic Industrial 
Development Bank is by far the most important, have not been successful in their role. Their 
contribution to the establishment of new enterprises in the exposed sectors of the economy is 
fairly limited. This is especially true since the mid-1970s, although the situation also reflects 
declining entrepreneurial interest as suggested by the downward trend of private productive 
investment. Accordingly, their activities as investment banks have contracted considerably 
over the years whereas those in the domain of traditional commercial banking have expanded 
substantially.

Table 23. Credit by institution and source of funds
Per cent of GDP

1970' 19762 19793 1980 1981 1982 1983 1984

Total bank credit4 45.3 54.4 56.5 57.4 62.8 63.5 62.6 61.7
To the private sector 38.2 46.8 49.4 48.4 51.1 50.5 49.4 47.7
To the public sector 7.1 7.6 7.1 9.0 11.7 13.1 13.2 14.0

By credit institution
Bank of Greece 1.6 1.7 1.0 1.2 1.3 0.7 0.4 0.3
Commercial banks 20.4 25.9 28.5 28.8 31.2 30.6 28.8 28.3
Specialised credit institutions 23.3 26.8 27.1 27.4 30.3 32.3 33.4 33.1

o f which:
Agricultural Bank of Greece 9.4 11.8 12.4 11.6 13.3 13.4 14.2 13.4

By source o f funds
Government 0.4 0.3 0.3 0.4 0.4 0.5 0.5 0.5
Bank of Greece 14.4 17.4 13.7 12.8 14.3 11.2 9.9 7.9
Commercial banks 19.6 24.5 27.4 27.4 29.6 29.2 28.2 27.9
Specialised credit institutions 10.9 12.2 15.1 16.8 18.5 22.6 24.0 25.4

o f which:
Agricultural Bank of Greece 2.7 2.6 5.5 5.7 6.2 8.4 9.1 9.6

1. Average of 1969, 1970 and 1971.
2. Average of 1975, 1976 and 1977.
3. Average of 1978 and 1979.
4. Outstanding credit.
Sources: Bank of Greece, Monthly Statistical Bulletin and OECD estimates.
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Commercial banks are the principal domestic source of credit to private business, thereby 
exerting an important influence on individual companies and on business activity in general. 
As for the SCIs, the government exerts direct control over the biggest part (four-fifths) of 
commercial banking52. The government and various public agencies are the biggest 
shareholders of the largest commercial banks, with the government generally appointing both 
the governing board and the governors53. The main feature of commercial banking is the high 
degree of concentration and the concomittant absence of serious competition. The National 
Bank of Greece alone provides 58 per cent of total commercial bank credit, and together with 
the next most important one -  the Commercial Bank of Greece -  72 per cent (Table 25). 
Furthermore, these two banks have controlling interests in other banks and financial 
institutions54. Because of better services, modern techniques and a more businesslike 
approach, foreign55 and notably private domestic banks, grew considerably since the 
mid-1960s (admittedly starting from a fairly low level). The latter, however, failed to instil a 
more innovative spirit in the traditional state-controlled banks, largely because private banks 
encroached only slightly on the oligopolistic position of the state controlled banks. (The 
latter’s share in loans and advances fell by only five percentage points to about 80 per cent in 
the ten years to 1984). Long-standing connections with firms and persons, the feeling that 
these banks are guaranteed by the state and the great number of branches at home (and a few 
abroad in places of important Greek emigration) explain the relatively small losses in market 
shares of these largely bureaucratic institutions.

Direct government interference has also contributed to the backwardness of commercial 
banking. Often, because of government directives, the state-controlled commercial banks 
have extensively financed individual enterprises, irrespective of banking criteria. Further
more, these banks have often on their own iniative established priviledged links with a number 
of enterprises (especially large ones), at the expense of other and sometimes better performing

Table 24. Financial institutions
Drachma billion

1970 1975 1980 1981 1982 1983 1984

Total assets outstanding

Bank of Greece 44.9 162.0 481.3 738.4 1 137.5 1 402.9 2 087.5
Specialised credit institutions 82.2 209.0 615.4 786.1 1 032.0 1 294.9 1 653.8
Commercial banks 92.8 281.8 879.2 1 153.4 1 473.9 1 904.6 2 436.6
Total assets 219.9 652.8 1 975.9 2 677.9 3 643.4 4 602.4 6 177.9

Total deposits outstanding1

Bank of Greece2 16.6 45.0 97.6 108.9 124.9 165.7 177.9
Specialised credit institutions 34.2 90.7 306.7 413.3 548.2 692.6 910.2
Commercial banks 78.6 242.3 771.4 1 066.6 1 397.1 1 748.5 2 319.1

o f which:
Greek banks 73.4 220.2 698.0 969.0 1 275.2 1 593.6 2 115.3
Foreign banks 5.2 22.1 73.4 97.6 121.9 154.9 203.8

Total deposits 129.4 378.0 1 175.7 1 588.8 2 070.8 2 606.8 3 407.2
o f which:

Foreign exchange deposits 5.3 40.0 190.4 266.0 347.5 510.4 693.2
1. Including foreign exchange deposits.
2. Excluding deposits by other financial institutions.
Sources: Bank of Greece, Monthly Statistical Bulletin and OECD estimates.
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small-to-medium-sized enterprises (for which access56 to credit became more difficult). 
Bank-client relationship were often built on personal contacts and social pressure instead of 
being founded on economic and financial criteria. Gradually, many of these enterprises faced 
great difficulties so that in order to protect their interests commercial banks began 
participating in their management. In many cases, by continuously financing loss making 
enterprises, commercial banks acquired significant holdings (also by converting debt into 
equity) and took over completely the management of these companies57. The operations of 
commercial banks in this area, which are more appropriate for investment banks and in which 
they have limited expertise and capacity, have further aggravated financial rigidities, without 
necessarily improving the management and efficiency of the companies under their 
control.

The above problems have been exacerbated since the early 1980s, due to the prolonged 
slack and the significant rise in real labour costs. The big state-controlled banks and 
investment banks face a problem which is beyond their capacity and ability to deal. An 
increasing number of enterprises (which are heavily indebted to these banks) are incurring 
continuous and important losses and are unable to service their debt. With a view to 
minimising the impact on unemployment and better assessing the viability prospects of these 
enterprises, the government has put pressures on the banks to continue financing these 
enterprises (until a solution is found). These “ailing” enterprises fall under many categories. A 
central official agency acting as a holding company, “The Organisation of Rehabilitation of 
Firms”58 has been set up to support and supervise “problematic firms” (the official designation 
for firms with a chance of becoming viable again). The total debt of these firms and its 
servicing are frozen. So far, some forty firms employing nearly 10 000 employees have been 
taken over by “The Organisation of Rehabilition of Firms”59. Their debt is about 
Dr.270 billion, representing almost one-fifth of total bank credit to business (excluding 
agriculture) and nearly 30 per cent of credit to industry. Including credit to ailing firms not 
officially classified as problematic ones, between one-fifth and one-fourth of total bank credit 
is used to support loss-making enterprises. This represents an excessive financial burden on the 
banking sector60, hindering significantly the traditional banking activities and depriving 
resources for more efficient companies.

Complex regulations, including compulsory investment ratios have further limited the 
flexibility of the banking system. 75 per cent of commercial bank funds are earmarked to 
financing certain activities (see Table 26); of which about two-thirds are allocated to the 
public sector and one-third to “priority” activities (mainly to industry, including problematic 
firms). Commercial banks, therefore, are allowed to dispose at their discretion (by applying 
their own criteria) of only one-fourth of the funds deposited with them. The excessive share of 
compulsory investment and loans to the public sector reflects the need to finance the high and 
rising PSBR. The large share of blocked funds for industrial investment and handicrafts 
reflects the authorities efforts to boost investment in these two sectors. Nevertheless, despite 
largely negative real interest rates, a substantial part of these blocked funds have not been 
taken up in recent years and are instead redeposited (with negative real interest yields) with 
the Bank of Greece. After taking into account the specialisation of certain SCIs -  the 
Agricultural Bank of Greece financing almost exclusively agriculture and related activities, 
and the National Mortgage Bank largely housebuilding and construction -  the supply of 
funds for other activities and types of credit has always been very limited. Very often, in order 
to ensure sufficient credit availability to “priority” sectors and “privileged” borrowers, tight 
ceilings have been imposed on credit to domestic and import trade and to individuals. 
However, the system has never functioned as it was designed. Greek industrial firms, which 
have privileged access to credit, have been borrowing considerably more than required for
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their proper needs in order to re-lend to domestic and import traders, with which they have 
business relations. Financial intermediation by the industrial sector has not only increased 
considerably the cost of financing, but has also contributed to the excessive bank indebtedness 
of the industrial sector. Furthermore, “grey credit circuits” exist, through which companies 
(with limited access to bank credit) obtain loans at very high interest rates, which are 
ultimately passed into production costs, thus further reducing the competitiveness of the 
Greek economy.

The complicated structure of interest rates and related regulations also aggravate the 
malfunctioning of the financial system. The spread in interest rates (especially lending rates) 
has always been very wide. Such large disparities initially served certain economic and social 
objectives, which by now cannot be justified. Interest rates, (including commissions and stamp 
duties) on domestic and import trade (at the top of the range) were up to last October between 
one and a half times to twice as high as those on loans to agriculture, small- to medium-sized 
industrial firms and to handicrafts. The public sector also enjoys privileged rates. The spread 
on deposit rates is considerably smaller61. In addition to the arbitrary interest rate structure, 
most lending rates were negative in real terms until recently. Thus, interest rates on loans to 
agriculture have hovered around \ 2'k per cent during the last six years, or some 8 percentage 
points on average below the increase in consumer prices. These strongly negative real interest 
rates amounted to an annual subsidisation equivalent to roughly 6 per cent on average of 
agricultural income and a little over 1 per cent of GDP over the above period. In order to 
compensate banks for losses arising from the relatively low lending rates on certain types of

Table 27. C r e d i t  t o  th e  p r iv a te  s e c t o r 1
Per cent of total

19702 I9763 19794 1980 1981 1982 1983 1984

Short-term 55.5 54.8 56.2 55.5 55.8 55.3 54.2 54.1
Long-term5 44.5 45.2 43.8 44.5 44.2 44.7 45.8 45.9

To:
Agriculture 15.8 18.2 18.5 16.7 15.0 14.8 16.3 17.6
Housing 15.5 11.7 11.9 12.2 12.2 13.3 13.8 14.0
Mining and manufacturing 43.3 45.1 46.6 49.5 52.1 52.0 51.4 51.0
Trade 13.2 11.0 10.9 9.5 9.2 9.0 8.1 7.9
Tourism 5.8 6.6 5.7 5.6 5.5 5.1 4.9 4.3

From:
Commercial banks 51.76 52.5 54.9 56.4 58.5 58.5 56.1 55.1
Specialised credit institutions 46.3 6 46.3 44.3 42.9 41.1 41.2 43.4 44.5
Bank of Greece 2.0 1.2 0.9 0.7 0.5 0.4 0.5 0.4

Total bank credit to the private
sector 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

(Drachma billion) 114.8 386.0 638.4 828.1 1 040.1 1 277.9 1 501.4 1 798.5
(Per cent of GDP) 38.2 46.8 49.4 48.4 51.1 50.5 49.4 47.7

1. Including enterprises controlled by the public sector.
2. Average of 1969, 1970 and 1971.
3. Average of 1975, 1976 and 1977.
4. Average of 1978 and 1979.
5. Including medium-term.
6. Approximate estimates.
Sources: Bank of Greece, Monthly Statistical Bulletin and OECD estimates.
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Table 28. Selected nominal and real interest rates1

1979 1980 1981 1982 1983 1984

Deposit rates

Savings2 Nominal 11.4 14.0 14.0 14.0 14.0 15.4
Real - 6 .1 -3.1 -5.0 -8.6 -4.9 -3.8

Time3 Nominal 12.9 15.5 15.5 15.5 15.5 16.0
Real -4.8 -1.9 -3.8 -7.4 -3.7 -3.3

Lending rates

Industry Nominal 13.1 16.8 18.0 16.0 18.0 18.0
Long term Real -4.7 -0.8 -1.7 -7.0 -1.6 -1.6
Short term Nominal 16.7 21.3 21.3 20.5 20.5 20.5

Real - 1 . 6 3.0 1.1 -3.4 0.5 0.5
Small scale industry and handicraft4 Nominal 10.3 12.8 13.5 13.5 13.5 13.5

Real -7.0 -4.2 -5.4 -9.0 -5.4 -5.4
Domestic trade and imports Nominal 18.9 22.3 20.5 20.5 20.5 20.5

Real 0.3 3.9 0.4 -3.4 0.5 0.5
Farmers, cultivation loans Nominal 8.1 11.8 13.0 13.0 13.0 13.0

Real -8.9 -5.0 -5.8 -9.4 -5.8 -5.8

1. Real rates have been obtained by using the GDP price deflator.
2. Rates on savings deposits with the postal savings bank.
3. Time deposits for six months to one year maturity.
4. Small scale industry for N E /1421-Funds.
Sources: Bank of Greece, Monthly Statistical Bulletin; OECD, National Accounts and OECD estimates.

credit and thus eliminate the disincentives to lend to privileged sectors, a complicated system 
of compulsory reserves and withdrawals is in operation, whereby:

a) Commercial banks are obliged to deposit with the Bank of Greece at non-interest 
bearing accounts about one-fifth of the banks’ loans to non-privileged borrow
ers;

b) The banks are allowed to withdraw part of these compulsory reserves (with no cost 
to the banks) to finance priviledged borrowers (mainly long-term loans to small- 
and medium-sized industrial firms and handicrafts).

This system of compulsory reserves and withdrawls62 is designed to offset the interest rate 
differentials and thus ensure roughly the same rate of return (to banks) from all categories of 
loans.

Recent reforms
In view of the seriousness and the multitude of problems (reviewed above) and the risk 

that a too rapid and widespread change may destabilize both the financial system and business 
activity, the authorities opted for a gradual introduction of reforms. In order to eliminate an 
important institutionalised channel of direct government interference in the everyday 
operations of the financial system, one of the first measures was the abolition (in 1982) of the 
Currency Committee, composed of a number of economic ministers and the Governor of the 
Bank of Greece63. This Committee not only formulated monetary, credit, interest rate and 
foreign exchange policies and supervised their implementation but also, very often, issued
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detailed instructions to individual banks regarding the management of their portfolios 
(including loans to particular enterprises). In the wake of this measure, responsibility for the 
implementation of financial policies was transferred to the Central Bank, the role of which was 
thus considerably enhanced. To this end, complementary measures were also introduced, 
whereby the Bank of Greece began in 1984 to set general rules for credit (instead of taking ad 
hoc decisions on individual cases). As a result, commercial banks and SCIs now enjoy a 
greater degree of freedom in the allocation of credit within the ceilings set by the Bank of 
Greece64. Greater emphasis is placed on controlling the overall volume of different types of 
credit and total credit expansion to the private sector. To this end, penalty (interest) rates on 
commercial banks’ overdrafts with the Bank of Greece started to be applied for the first time 
in 1983. Moreover, these rates were raised considerably (up to 30 per cent for overdrafts in 
excess of certain amounts) in order to curb the overshooting of credit targets. In the past, 
credit overruns by commercial banks were financed by the Bank of Greece, usually at negative 
real interest rates.

The reform of the interest rate structure will also have far reaching consequences. The 
basic aim is to simplify the interest rate structure -  by reducing the large number of interest 
rates and narrowing the interest rate differentials between the various types of credit -  and to 
increase the whole range of interest rates in real terms. Some progress was achieved in this 
area over the last few years; interest rates increased in real terms and some of the most 
unjustified low interest rates were raised (e.g. rates on tobacco trade and on exports65 roughly 
doubled to 18 per cent and 20'h. per cent respectively)66. Interest rates on deposits were also 
raised in 1983-1984, which, combined with a gradual fall in inflation, led to the elimination of 
negative real interest rates for many types of deposits67· 68. Another very important decision is 
the marked increase in lending rates to the public sector. Interest rates paid by public sector 
marketing boards for agricultural products, which were strongly negative in real terms and 
which had in the past often led to speculative stockpiling, were raised on average by about 
7 Vi percentage points to some 18'/2-21 Vi per cent, (the latter being the highest rate applying on 
short-term loans to industry and domestic trade). In October 1985 the minimum lending rate 
on short-term loans was raised to 16 per cent, replacing^ number of low preferential rates on 
loans to agriculture and small- and medium-sized industrial firms ranging between 12 and 
14 per cent.

Interest rates on Treasury bills were also raised in 1984 by 2% percentage points to 
17V2-18 per cent and by l'/> percentage point on postal savings accounts (used to finance the 
public sector). At the end of 1985 interest rates on Treasury bills ranged from 17 to I8V2 per 
cent. These significant increases, which brought interest rates on government paper close to 
the rate of inflation, should contribute to making the authorities more aware of the 
appreciable cost entailed in the high PSBR and the concomittant wastage of real resources 
devoted to less-productive purposes. Furthermore, a law was passed in 1982 limiting the Bank 
of Greece’s outstanding credit to the government to 10 per cent of its annual current and 
investment expenditure. Treasury bills carrying interest rates between 17 and 18V2 per cent 
were also sold to the general public for the first time in August 1985, and new issues have since 
then been placed at the end of each month. The objective of the Bank of Greece is both to 
discourage excessive borrowing by the public sector and to establish a somewhat more 
appropriate and less inflationary pattern of financing the public sector deficit.

With the aim of increasing flexibility, strengthening competition and making the 
financial system more open to external influences, other important measures were also 
introduced during the last few years. Commercial banks were for the first time in 1985 
authorised to extend credit for housing. Commission fees and charges for services have also 
been freed (previously these fees and charges were fixed). Commercial banks are now allowed
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to negotiate with their clients the level of interest rates for certain categories of loans and 
deposits. A package of measures was introduced in December 1984 aiming at spreading the 
use of cheques (extremely limited up to now). Similarly, overdraft on personal accounts were 
also permitted. With the aim of preparing the ground for the drachma’s inclusion in ECU, 
policies favouring the establishment of a convertible drachma market were also adopted: 
commercial banks are now allowed: a) to accept deposits in convertible drachmas by 
companies and Greeks residing abroad; b) to give loans in convertible drachma but only to 
financial institutions located abroad; c) to give loans in foreign exchange to industrial 
companies and export trade companies for their export needs.

Assessment

The above reforms aim at increasing the transparency of the financial system, raising its 
efficiency and improving the functioning of monetary controls. Considering the virtual 
immobility of the Greek financial system for about twenty five years, its backward state and 
the fact that outdated attitudes and behaviour are strongly entrenched, these reforms 
represent an important phase in the process of modernisation. Their effectiveness will, 
however, be necessarily limited due to the overall economic environment and the framework in 
which credit policies operate. Progressively shifting the cost of subsidising public expenditure 
from banks to the government compels the latter increasingly to borrow at near positive 
interest rates. This is a significant step, which may force the government to better assess the 
cost of excessive and very often unproductive expenditure. But as long as compulsory 
investment and loans to the public sector represent nearly one-half of total deposits with 
commercial banks, the privileged access to bank credit is secured. Accordingly, the pressure 
on the public sector to reconsider its borrowing policies may not be as great as the situation 
would call for. A significant reduction of compulsory investment and loans to the public sector 
is, therefore, needed. This would not only reduce the risk of early crowding out if private 
business activity and investment were to revive, but would also enhance the freedom of 
commercial banks to conduct their operations more efficiently. This would be all the more so 
since an additional 26 'k per cent of total deposits are also compulsorily earmarked for loans to 
industry, small- and medium-sized industrial firms and handicrafts. Moreover, a substantial 
part of their lending to ailing firms (including the officially recognized “problematic” firms) 
may never be recuperated69. As a result, funds for working capital available for firms with a 
good potential for expansion may in effect be limited. It would therefore be desirable not only 
to reduce the high PSBR, so as to release resources to the private sector, but also to ensure that 
these funds will not be diverted to financing new “ailing” firms or the growing deficit of 
existing ones. This could be done by applying more severe economic and financial criteria. The 
economic, social and financial cost of subsidising indefinitely non-viable enterprises is 
considerably higher over the medium and longer run, than the short-term costs of abandoning 
non-profitable activities or even closing down firms when necessary.

Eliminating direct government intervention in current banking activities is also 
necessary. If banks were allowed to operate more freely and to apply more extensively 
financial and economic criteria (instead of following detailed and often arbitrary directives), 
they might gradually become more mature; latent banking talent and initiative might emerge, 
which might lead to an acceleration in the rate of innovation and modernisation70. The 
reduction of oligopolistic forces in the financial system would also help. The development of 
smaller banks should be officially encouraged, so as to gradually reduce the predominant 
position of two commercial banks (including greater independence for some of the smaller 
ones, the stocks of which are held to a significant extent by the two larger ones). Investment
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banks should also transfer a substantial part of their ordinary commercial activities to the 
traditional commercial banks, so as to be able to concentrate on investment banking proper 
(for which they were originally designed). They should take a more active role in the creation 
of new enterprises and in launching new projects, especially in the more technically advanced 
sectors, where private domestic initiative seems to be lagging.
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There is also significant scope for establishing a freer interest rate market and for further 
narrowing differentials on loan rates, especially since now there does not seem to be 
sufficiently acceptable economic and social criteria for privileging certain sectors or categories 
of the population at the expense of the others. There is not enough awareness by the Greek 
public of the fact that subsidies are ultimately paid for by other economic agents. As a result of 
poor resource allocation and associated slower economic growth, the collectivity is worse off 
than would otherwise be the case (so that those who pay the subsidy are penalised twice). 
Thus, low income urban savers and tax-payers (mainly employees) largely pay the heavy 
subsidies on interest rates to agriculture, small- and medium-sized industrial firms, and 
handicrafts. Moreover, subsidisation of agricultural loans has importantly contributed to the 
sizeable and growing demand for credit by this sector, of which only part is used in agriculture 
proper. The rest seems to finance consumption, to be redeposited with banks at much higher 
interest rates and to be used for the acquisition of real estate in urban areas. The rise in interest 
rates on agricultural loans last October has to a great extent reduced the scope for this 
systematic misallocation of financial resources. Housing loans are also subsidised.

Another important issue is the high and rising degree of liquidity in the economy as a 
whole stemming from the fact that bank deposits are the only financial investment available to 
both individuals and companies. The introduction of marketable Treasury bills is a welcome 
but modest step. By reducing access to privileged credit, public corporations and enterprises 
should also be encouraged to issue short- to medium-term bonds. Similarly, when the 
economic environment improves and company profits are restored to normal levels, private 
companies (including those owned and/or controlled by commercial banks and the state) 
should also be encouraged to raise a greater proportion of their capital by issuing stocks and 
shares. For example, in granting certain types of long-term bank loans, greater attention 
should be given to the capital basis of companies, thus inducing them to raise part of their 
finance by issuing equities.

In summary, measures taken so far to reform the Greek financial system clearly go in the 
right direction. However, the experience is still too recent and partial to properly assess its 
macro-economic impact. It is difficult to determine at this stage the extent to which the 
efficiency of monetary policy has been enhanced. Provided economic criteria and market 
forces play a greater role in the allocation and pricing of credit, monetary management will be 
facilitated and will become more efficient. Resource allocation should also be improved over 
time, with more appropriate pricing of services, more performing branch networks, more rapid 
technological innovation and less conservative attitudes towards risks. The promotion of new 
financial institutions together with greater competition should lead to efficiency gains and a 
reduction in operating costs. To the extent that certain important economic and social goals 
are pursued, these should be served through budget measures rather than financial controls. 
Transparency would be enhanced and the respective costs and benefits easier to assess.

V. CONCLUSIONS

When Greece was last examined by the EDR Committee in October 1983, the country 
was faced with large economic imbalances. These stemmed from the combined effect of the 
rise in oil prices, the subsequent world recession, the domestic inflationary policies pursued 
between 1979 and the middle of 1982 and widespread structural rigidities. The Committee 
noted, at the time, that these policies had started to be gradually reversed in certain areas and
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that positive results were in prospect. In the event, policies became again strongly 
expansionary in the two years to 1985 and the modest efforts made to remove the numerous 
structural impediments to growth, were not successful. As a result, in spite of the recovery in 
world demand, underlying imbalances have worsened and the upturn in activity has remained 
modest. The Public Sector Borrowing Requirement (PSBR) and the current external deficit 
have surged to record levels in 1985 (17'£ percent and 8 percent of GDP respectively). Strong 
inflationary pressures have persisted with consumer price increases hovering around an 
annual rate of 18 per cent. Lack of competitiveness, market rigidities and the associated 
mis-allocation of resources have weakened the response of the Greek economy to domestic and 
external stimulus. It is indeed striking that, in spite of an increase in the PSBR of the order of 
6 per cent of GDP, and distinctly faster expansion of export markets, real GDP grew by only 
4 per cent in the two years to 1985.

In such circumstances, correcting the large current external deficit and stemming the rise 
in foreign debt had become matters of urgency. Total external indebtedness doubled in recent 
years to some 45 per cent of GNP, with debt servicing currently absorbing around 22 per cent 
of current external receipts. These trends, which would have continued in the absence of 
corrective measures, were clearly not sustainable pointing to the need for early action on many 
fronts. After the June general elections the government had announced its intention to 
redirect policies with a view to progressively reducing the current external deficit and 
achieving fundamental changes in the functioning of the economy. In the event, a 
comprehensive stabilization programme was introduced on 11th October. Its main features 
include: a 15 per cent devaluation of the drachma and the imposition of temporary deposits on 
a wide range of imports; incomes policy measures; a commitment to reduce the PSBR by 
around 4 percentage points in 1986 through curtailing expenditure and curbing tax evasion. 
This was translated into concrete policy action in the recently presented 1986 budget.

Correcting the external imbalance indeed calls for an improvement of cost and price 
competitiveness and a reduction of domestic absorption. The recent depreciation of the 
exchange rate may have a useful role to play in speeding up external adjustment. However, a 
lower value of the drachma cannot be a substitute for the needed adjustment of real incomes 
and structural policies aimed at improving the supply responsiveness of the economy. For any 
lasting impact on the current account to take place, the income loss stemming from the terms 
of trade deterioration in the wake of the real effective depreciation of the drachma will have to 
be borne by the household sector. Shifting it to enterprises and the public sector could not but 
aggravate imbalances. In this context, the flanking financial and incomes policy measures 
announced by the Authorities are important. Steps taken to moderate real farm incomes are 
welcome and changes made to the wage indexation system are particularly relevant. By 
excluding the impact of import prices and by adjusting wages to the targetted rate of inflation 
rather than to the observed one, as in the old system, the scope for unwinding the price-wage 
spiral has been enhanced. A decline in real incomes, including that of the self-employed, is 
desirable not only for maintaining external competitiveness but also to improve business 
profitability and move resources away from private consumption to productive investment. An 
improvement in the pattern of resource allocation is indeed needed if the economy is to be put 
back on a sustained and balanced growth path and if the rise in unemployment is to be curbed. 
For the success of the stabilization programme strict adherence to the announced incomes 
policy is necessary.

As noted, the authorities have set themselves a rather ambitious target for 1986, namely 
cutting the PSBR by some 4 percentage points of GDP from its current level of around 
17'/2 per cent. To the extent that the current account deficit is also closely associated with the 
increased dissavings by the public sector, reducing the large and rising PSBR is indeed a key
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policy objective. Against this background, the 1986 budget proposals currently under 
discussion by Parliament contain important measures.

a) On the revenue side, it is to be hoped that the significant increase planned for tax 
receipts will materialise. Measures taken to widen the tax base, speed up the 
collection of tax arrears and intensify the fight against evasion are welcome. The 
planned introduction of the value-added-tax in 1987 should also help.

b) The budget reflects the authorities’ determination to cut public expenditure. 
Concrete measures have been announced to moderate pay increases in the public 
sector and to start addressing the problem of overmanning. Successful implemen
tation of policy intentions in these areas is indeed crucial if expenditure growth is to 
be brought under control. The burden posed by the rise of social expenditures may 
also have to be closely monitored. To this end, a thorough assessment of future 
trends in the public sector’s pension system would seem to be called for.

c) Besides a better control of expenditure in public sector enterprises and entities, 
there is need for selective price increases with a view to bringing fees and charges 
more in line with costs. The measures recently taken in this area, such as the rise in 
energy prices and transport fees, or those planned for 1986, are significant steps in 
the right direction. A steady reduction of the deficits of these entities and 
enterprises also calls for a curtailment of costs.

As noted, the supply responsiveness of the Greek economy must be increased if 
productivity is to rise and better economic performance is to be achieved. Institutional 
bottlenecks, bureaucratic attitudes, labour market rigidities, failure to innovate, poor 
management and inefficient use of financial resources are important obstacles undermining 
the growth potential of the economy and perpetuating inflationary pressures. It is therefore 
important that action be taken to strengthen the dynamism and flexibility of labour markets, 
to establish the right environment for investment and entrepreneurship and to further pursue 
the reform of the financial system. With regard to the latter, efforts have been made in recent 
years to simplify the complicated and arbitrary structure of interest rates and to raise them to 
levels less negative in real terms. Institutional changes have been introduced to limit direct 
government interference with the operation of the financial system and to secure tighter 
control over the liquidity of the economy. There is no doubt that these gradual reforms go in 
the right direction. However, it is difficult at this stage to assess how far the efficiency of 
monetary policy has been enhanced. Moreover, some key features of the system have not been 
fundamentally altered; excessive regulation still prevails leading to distortions and allocative 
inefficiencies. Further progress to remove controls and allow a greater role of market forces is 
needed. To the extent that specific economic and social goals are pursued, these would best be 
served through budget measures rather than financial controls. Transparency would be 
enhanced and the respective costs and benefits easier to assess. Admittedly, the scope for 
further significant reforms also hinges on the progress in removing macroeconomic 
imbalances.

In summary, Greece’s economic situation had deteriorated seriously, moving substan
tially out of line with that prevailing in most other Member countries. Adjustment was 
therefore urgently needed. Failure to act could not but have led to a worsening of imbalances, 
with a higher cost of adjustment in the future. The stabilization package introduced in 
October and the subsequent budget proposals for 1986 are important steps in the right 
direction. The broad objectives that the authorities have set themselves are appropriate. 
Secretariat projections for 1986 suggest that they are consistent and technically feasible. 
However, much will depend on the behaviour of economic agents and on the extent to which
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confidence will improve. For lasting results to be achieved, adjustment policies will have to be 
pursued over several years. Chances of success would be enhanced if there was a better 
recognition by the general public that the national collectivity cannot continue to live beyond 
its means and accordingly, greater willingness to accept the needed sacrifices.

NOTES AND REFERENCES

1. Due to taxes the price of medium-sized cars in Greece is about twice as high as in most other OECD 
countries, and for larger cars the price is three to four times as high. Relative to per capita income, 
which is low, the real value of cars is much higher than in most other OECD countries. This 
explains why the average life of private motor cars in Greece may be close to 15 years. For the same 
reason, the second-hand price of motor cars is much higher than in most OECD countries. Due to 
inflation and the devaluation of the drachma, the second-hand value of a car is sometimes higher 
than its price when it was new, which gives an illusion of capital gains.

2. Agricultural output contributed almost one-third to the growth of GDP in 1984.
3. Inflation is measured by the private consumption implicit price deflator (national accounts basis) 

unless otherwise stated.
4. Though the differential has been reduced since the middle of 1984, real interest rates on deposits 

are still considerably lower in Greece than in Eurocurrency markets.
5. In evaluating exchange rate changes, the Greek public attaches great importance to the 

dollar/drachma rate and pays considerably less attention to the change of the effective rate of the 
drachma. Accordingly, when the dollar rose in world markets, sometimes the authorities, in order 
not to unsettle market sentiment, felt it was prudent not to let the drachma depreciate 
substantially. This explains its effective appreciation in real and sometimes even in nominal terms 
for short periods.

6 . Because of the appreciation of the dollar vis-à-vis the currencies of Greece’s main economic 
partners the decline of the invisible surplus in real terms is smaller than suggested in Table 5. 
Furthermore, a big part of foreign exchange spent by tourists is bought by individuals, who hoard it 
and, therefore, does not appear in the official statistics.

7. Gross borrowing by the public sector will be around $3 billion in 1985 compared with just over 
$2 billion in 1984. The Bank of Greece is the principal borrower in 1985 (about two-thirds of the 
total) followed by public corporations and enterprises. Central government borrowing is relatively 
unimportant.

8 . The 1985 reduction of the tax burden may raise real take-home pay of an average employee by 
about 1 'A per cent. In 1984 fiscal drag reduced real take-home pay by about 1 per cent.

9. The absence of an efficient mechanism to fight tax evasion also contributed to the shorfall in tax 
receipts.

10. The small acceleration in the growth rate of credit to manufacturing between 1983 and 1984 is due 
to a temporary stoppage of production in certain industries in 1983 and to the restoration of 
production in 1984.

11. See Part IV, Financial Reforms.
12. A bank strike at the end of the year and accounting adjustments by public enterprises led to an 

excessive growth of sight deposits in December 1984, which was subsequently made good in 
January 1985.
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13. The figures in Table 13 show only broad orders of magnitude. The PSBR is on a cash basis and 
fixed investment on a national accounts basis. Since these figures are not fully compatible, 
dissavings are subject to a small margin of error. Furthermore, because of the unreliability of data 
and the fact that a substantial part is involuntary, stockbuilding is included in dissavings. The 
coverage and presentations of public sector accounts in Greek sources is still incomplete, which has 
led the Secretariat to make certain adjustments in order to single out the principal aggregates. The 
drawbacks of the Greek public sector accounts were discussed at length in the OECD Economic 
Surveys of Greece: May 1982, pp.59-62 and November 1983, pp.57-60.

14. The annual rate of increase of average pay in central government was 24'/t per cent between 1980 
and 1984 compared with 21 'h. per cent in the private sector. The difference is partly due to the full 
implementation of the indexation mechanisms in the public sector and to bigger pay rises in line 
with years of service in the public sector. In 1985 the average pay rise in government will again 
substantially exceed that of the private sector due to the introduction of a new system of pay rises 
(unified salary scale) in the government (see Table 4).

15. Preliminary data show a further substantial increase in government consumption in 1985, its level 
exceeding that of OECD Europe by about 3 percentage points of GDP (20'A and 17 per cent).

16. Whereas in 1979 the general government wage bill amounted to 2 i'h  per cent of the total wage bill 
in the economy, in 1985 it reached about 33'A per cent. Including the rest of the public sector, the 
ratio may be close to 50 per cent.

17. The annual rate of growth of total employment was relatively small between 1961-1983, 0.9 per 
cent compared with 1.3 for employees.

18. Since many of the recent increases in pensions are not covered by funded pension schemes, they will 
have a direct impact on the government deficit.

19. The substantial rise in interest rates on Treasury bills (from 9'A in the late 1970s to 17 to I8 V2 per 
cent in 1985) has also contributed significantly to the rise in interest payments on domestic 
government debt.

20. Interest payments to abroad accounted for about one-fifth of total interest payments in 1980 and 
for more than one-third in 1984.

21. The same applies to banks.
22. Because of measurement problems capital stock figures indicate orders of magnitude and do not 

purport to show the precise level.
23. According to preliminary OECD forecasts, domestic savings fell to 12 per cent of GDP in 

1985.
24. However, this is largely due to the fact that high public sector deficits are ultimately used to boost 

household incomes. If it were not for this factor, household savings would have declined too.

25. In the Greek National Accounts business savings are included in Household Savings. Since there 
are sufficient indicators to estimate savings of the corporate sector, it would be extremely useful 
both for analytical purposes and for policy makers if national statisticians could provide data on 
corporate sector savings. Due to the multitude of small businesses it is extremely difficult at this 
stage to distinguish between savings of unincorporated (small) enterprises and other household 
savings. These two aggregates could therefore continue to be grouped together until sufficient 
indicators could be developed to separate them.

26. Profit rates of corporate business are calculated net of taxes, interest payments and depreciation 
and expressed in relation to own capital. They fell markedly in 1975 but still remained relatively 
high in the second half of the 1970s. The situation has changed dramatically since 1980. In 1982, 
out of 3 176 industrial firms, 42 per cent reported losses which more than offset the profits of the 
remaining 55 per cent. In 1984 out of 2 112 industrial firms 1 337 were making profits amounting 
to Dr.46 720 million and 775 firms, losses amounting to Dr.75 742 million, giving total losses of 
Dr.29 022 million (compared with Dr. 8  693 million in 1983).
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27. Laying off redundant labour in large numbers was until recently extremely difficult (even for 
economic reasons and introduction of new machinery). In the public sector part-time work is 
practically non-existent and in the private sector both the legal framework and policy leverage 
discourage it. This policy not only raises unnecessarily the costs of production but also contributes 
to high unemployment (especially for married women).

28. Allowing also for the decline (22 per cent) of farm population since 1969, per capita real disposable 
income of farmers may have increased between one-fourth and one-third faster than that of the rest 
of the population.

29. Other OECD countries with comparable problems recorded substantial improvements in the 
balance of payments; some countries like Spain and Yugoslavia even moved into a current account 
surplus.

Current account balance
1980 1983 1984 1985

($ billion)

Greece - 2 .2 -1.9 -2 .1 -2.9
Ireland -1.7 -1 .1 -0.9 -0.5
Portugal -1.3 -1.5 -0.5 - 0 .2
Spain -5.1 -2.5 + 2 .0 +2.3
Turkey -3.5 -1.8 -1.4 -1.0
Yugoslavia -2.3 +0.3 +  1.2 +0.6

30. Greek unit labour costs in manufacturing have been measured against unit labour costs of the 
principal OECD export markets for Greece and competing OECD countries (i.e. Belgium, France, 
Germany, Italy, Netherlands, Portugal, Spain, Turkey, United Kingdom, United States and 
Yugoslavia). All unit labour costs have been converted into U.S. dollars.

31. Consumer durables, notably technologically advanced products are predominantly imported, 
while investment continued to be heavily oriented towards traditional sectors (textiles, clothing, 
shoes and food etc.) with a fairly low value-added per worker.

32. After allowing for the appreciation of the U.S. dollar vis-à-vis the currencies in which most of the 
invisible inflows are originally registered, the decline in invisible receipts is significantly smaller 
than suggested by the figures expressed in U.S. dollars in Table 17.

33. The latter three categories correspond to capital transfers and do not practically increase Greece’s 
external indebtedness. The contribution to domestic activity of foreign exchange inflows from 
Greeks abroad was analysed in some detail in the OECD Economic Survey of Greece of July 1978, 
pages 32 to 36.

34. The increase in gross borrowing was somewhat smaller, from SI.2 billion to $2.2 billion 
respectively, as capital repayments continued to be moderate reflecting the fact that the marked 
increase in external debt is still a recent development.

35. This is also corroborated by the figures on interest payments abroad, which are accurately recorded 
in the Greek balance of payments statistics (See Table 5). Interest payments abroad amounted to 
$1 082 million in 1983, which would give an unrealistically low interest rate when applied to the 
OECD debt figures.

36. The source of OECD statistics (including BIS data) are lending institutions (banks, governments, 
international institutions etc.). Reporting banks also include in their assets loans to Greek 
shipowners, and it appears that this important sum explains an appreciable part of the difference 
between the Bank of Greece and OECD figures. Almost all these loans have been contracted by 
Greek shipowners operating abroad; these generally use as collateral the ships and other assets 
they have abroad. Moreover, these loans are mostly serviced from bank accounts held outside 
Greece. It can, therefore, be argued that they should not be considered as Greek external debt but 
rather as offshore liabilities.
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37. A significant part of these deposits belong to Greek residents (seamen, pilots, returning emigrants, 
Greek civil servants temporarily posted in foreign countries). Shipping offices in Greece also keep 
for short periods a substantial part of their liquid assets in the form of foreign exchange deposits, 
before converting them in drachma for their expenditure in Greece. Greeks living abroad also have 
considerable deposits in foreign exchange, but the majority of these are in joint accounts with a 
family member residing in Greece and are used to cover family current and capital expenditure in 
drachmas. There are also special accounts, for example, housing loans-deposit schemes -  for the 
purchase of real estate in Greece. To sum up, although all these deposits are in freely transferable 
(convertible) accounts, only a very small part are in effect liable to be transferred abroad. Even in 
times of crisis, as during the 1974 Cyprus affair, net withdrawals, in foreign exchange were 
insignificant.

38. The authorities have announced a series of measures to control tax evasion and avoidance: gradual 
elimination of the differences in tax regulations concerning exemptions and the estimation of 
taxable incomes; extension of computer facilities for better control of tax declarations and speeding 
up tax collections; more detailed control through the introduction of checks (based on random 
samples) on individuals’ and companies’ tax declarations; introduction of the unitary coefficient 
for taxing profits by professional categories; extension to other regions (in addition to the Athens 
area) of “objective” criteria for evaluating real estate property; additional external signs of wealth 
to be introduced for assessing personal income taxes for non-salary and non-wage earners; certain 
important tax fraud cases to be made a criminal offense; and more severe penalties and fines for 
less important forms of tax fraud; better monitoring large agricultural incomes for tax purposes 
etc.

39. It is assumed that work on a new alumina plant (whose value is estimated at $450 million) will 
begin in 1986. This new project will contribute importantly to supporting business investment.

40. Firms in competing sectors of the economy which are directly controlled by the state or indirectly 
by state controlled banks, are also included in private business.

41. Widespread expectations of a sizeable devaluation of the drachma would seem to have influenced 
economic agents in 1985, with importers speeding up their payments and exporters (including 
tourist agents) delaying the rapatriation of export earnings.

42. These are rough estimates only showing orders of magnitude. They assume that, as in most OECD 
countries, the average tax burden on farm income would be less than that on other income 
categories.

43. Of course, it should not be forgotten that such a sizeable increase in revenues cannot be achieved in 
one or even a couple of years.

44. Preparations for the introduction of VAT are very much behind schedule. The introduction of VAT 
has now been fixed for 1st January 1987.

45. In 1976 a commission was appointed presided by the then Deputy Governor of the Bank of Greece 
with the objective of reviewing the state of the banking system and exploring possibilities for its 
modernisation. The Commission’s Report was published in 1980.

46. In the first half of the 1960s agriculture still accounted for over one-fourth of GDP and agricultural 
exports exceeded 60 per cent of total merchandise exports.

47. Current external payments more than doubled in twenty-five years to 35 per cent of GDP in 
1985.

48. Statistics on net security issues (Table 22) overstate the share of this type of capital raised by 
private business. Figures are inflated by the conversion of bank loans into shares, which remain in 
the possession of banks.

49. Despite favourable tax treatment for companies “going public”, only some 120 private companies 
are listed in the ASE and only 25 out of the 100 largest industrial companies.

50. The general index of share prices fell by about 55 per cent between 1978 and the end of 1984 (by 
48 per cent for banks and insurance companies and by 60 per cent for industrial companies). This 
implies a decline in real terms of about 82 per cent and 95 per cent respectively.
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51. The ASE is a semi-public agency.
52. About four-fifths of commercial bank credit was granted by state controlled banks.
53. When a new government is formed usually both Governors (or Presidents and General Directors) 

and members of the governing boards offer their resignation.
54. The National Bank of Greece owns 55 per cent of the shares of the National Industrial 

Development Bank, 47 per cent of the National Mortgage Bank and 100 per cent of the National 
Housing Bank. The Commercial Bank of Greece owns 67 per cent of the shares of the Ionian and 
Popular Bank (the third largest bank) and 40 per cent of the Investment Bank. They also own the 
majority of shares of the biggest insurance companies and mutual funds.

55. Foreign banks concentrate on wholesale banking. They do a substantial part of their business with 
the Greek branches of multinationals and also with Greek shipping firms.

56. It has often been reported that commercial banks sometimes even refuse credit to efficient firms in 
order to protect firms with similar activities with which they have privileged relations.

57. In order to obtain credit entrepreneurs normally give company as well as personal real estate assets 
as collateral. As a result of bankruptcies and the inability of companies to meet their financial 
obligations, banks have been acquiring important real estate holdings over the years.

58. The Secretariat of Problematic Firms of the Ministry of National Economy receives the 
applications of both banks and owners (the latter account for about 90 per cent of the applications), 
to study whether a firm should fall in the category of problematic firms, as defined under the 
law 1386/83. If the application is approved, a new management is appointed and all debt (and its 
servicing) is temporarily frozen. The principal criterion for a firm to fall in this category is its 
viability prospects in the long-run. Companies with a total employment of more than 40 000 
persons have up to now applied and already around forty totalling almost 10 000 employees are 
operating under this law. The “Organisation of Rehabilitation of Firms” is responsible to appoint a 
new management and secure adequate financing with the aim of making problematic firms viable 
again.

59. Many more firms have applied to be recognized as problematic firms. The majority were rejected 
on the grounds that they did not meet the selection criteria, notably the viability prospects. Some 
applications are still under study.

60. Without the inclusion in bank revenues of interest receipts from the ailing firms (which are 
financed from new bank credit), balance sheets of banks would have shown losses in recent years. 
Moreover, in January 1985 interest rates on banks’ compulsory deposits with the Bank of Greece 
were raised retroactively (with effect from 1st January 1984) in the context of the general increase 
in interest rates, which helped to raise bank revenues.

61. Interest on bank deposits are tax free. As a result, the after tax real interest rate differential 
between Greece and other OECD countries is considerably smaller than before taxes.

62. Commercial banks are obliged to deposit in non-interest-bearing accounts, a) 20 per cent of their 
outstanding loans to import and domestic trade and b) 5 per cent on all other non-privileged loans. 
At the same time, commercial banks are allowed to withdraw from these accounts 25 per cent of 
their loans to privileged sectors. Before 1985 these ratios were significantly higher because interest 
rate differentials were also wider.

63. The Minister of Coordination (since 1983 of National Economy) presided over the Currency 
Committee.

64. Commercial banks were for the first time allowed under their own responsibility to provide loans in 
foreign exchange to industrial and export trade companies for exports. (These loans can be drawn 
from the bank’s own reserves or from foreign banks.) Instead of requiring prior approval from the 
Bank of Greece, commercial banks are now permitted to make their own decisions regarding 
re-scheduling of debt of companies facing liquidity problems. The Agricultural Bank of Greece 
and the National Mortgage Bank are now completely responsible for the allocation of the various 
types of credit and to different sectors of the economy, but they must continue to respect the overall
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credit ceiling fixed by the Bank of Greece. Until recently the Currency Committee and the Bank of 
Greece were giving directives regarding the detailed distribution of credit between various 
categories.

65. The increase in the cost to exporters was partly offset by refunding 3 to 6 percentage points of 
export earnings when these are converted into drachmas.

66. The effective cost of borrowing is higher than the interest rates quoted by 1.5 to 3 percentage points 
reflecting: a) bank commissions; b) stamp duties and turnover tax on loans; and c) the fact that 
interest payments are made every six months by applying one-half of the quoted interest rate. The 
interest payments are subsequently added to the principal and again one-half of the quoted interest 
rate is applied giving a higher yield than the quoted interest rate (i.e. a quoted interest rate of 
20 per cent is in effect 21 per cent and 25 per cent is in effect 26.56 per cent).

67. Even for some long-term deposits real interest rates turned positive in 1984, for the first time since 
the second half of the 1970s.

68. On deposits the annual yield is higher than interest rates quoted due to the fact that interest 
payments are made every six months by applying (as for loans) one-half of the quoted interest rate. 
Interest received is added to the principal. As a result, a quoted deposit rate of 15 per cent on 
savings accounts with banks gives a yield of 15.56 per cent.

69. Not only certain loans by commercial banks may never be repaid but also some loans granted by 
SCIs may also never be recuperated. For example, difficulties have been encountered in servicing 
the loans of the “Workers’ Housing Scheme”.

70. Because management continues to be permeated by old attitudes it seems that commercial banks 
have not up to now responded adequately to the greater scope of action that they now enjoy.
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A n n ex

CHRONOLOGY OF MAIN ECONOMIC EVENTS

1984

J an u ary

The 1984 budget, adopted by Parliament in late 1983, substitutes tax credits for tax allowances on 
personal income, inheritance and gift taxation. Simplifications of the tax system include abolition of 130 
“small” indirect taxes and consolidation of several surcharges on personal income tax.

Increase of oil product prices (12 to 30 per cent).
The import deposit scheme introduced in February 1983 was abolished and surveillance of certain 

categories of imports was abandoned.
A comprehensive social insurance law is implemented providing for the continuous recognition of 

different social security schemes.

F ebru ary

The code of foodstuffs and beverages is modified in line with EEC directives.
The 1984 monetary programme which is made public provides, in ter  a lia , for an increase of interest 

rates on private deposits of 0.5 to 1.5 percentage points.
The 1984 national collective agreement is signed, providing for full indexation of minimum salaries 

and wages.

M arch

Electricity rates are raised (16 per cent on the average).
After long negotiations, the ESSO chemical plant, refinery and oil product distribution network are 

purchased by a Greek State company.
Receipts from the real property tax are to be turned over to local authorities.

A p r il

Commercial Banks are allowed to extend short-term loans in foreign currency to industrial and 
commercial enterprises.

The duration of subsidies paid by the Manpower Employment Agency (OAED) to the private 
sector for job creation is doubled to 12 months.

J u ly

A “regulatory” tax on imports is introduced as a transitional mechanism with a view to further 
harmonization with the EEC import taxation regime and the eventual implementation of the VAT
system.

An industrial cooperation agreement is signed with a Soviet enterprise providing for the 
construction of an alumina factory in Central Greece, expected to start operating in 1990. Total 
investment will amount to about $450 million.

Further liberalisation of transactions in foreign exchange by commercial banks.
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S e p te m b e r

The Greek Drachma is incorporated in the ECU.
Commercial banks are allowed to accept deposits in convertible drachmas by foreign residents and 

are permitted to use these funds to extend loans to banks abroad.

N o vem b er

To facilitate consumer credit, an overdraft up to Dr. 50 000 is permitted in individual checking
accounts.

Real estate values for tax purposes in the Athens area are to be determined as of January 1985 on 
the basis of a standardized scheme. A similar scheme will be implemented in other cities and areas within 
1985-1986.

The Export Council is founded. It is a permanent forum for business and government aiming at 
relaxing bureaucratic frictions and promoting exports.

1985
J an u ary

The budget provides substantial tax reliefs (increase in tax credits, increased tax allowances for 
rents, etc.). Measures are taken aiming at making the tax system more efficient and comprehensive, 
in ter a lia  through the use of single profit coefficients for the taxation of small business.

The penalty interest rates for overdue loans are increased by two percentage points.
Oil and electricity prices rise approximately by 15 per cent.
The 1985 national collective agreement is signed, providing for full indexation of minimum salaries 

and wages.

M arch

Interest rates on special guarantee accounts for agricultural products (ELEGEP) increase from 
9 per cent to 18.5 per cent.

A p ril

Concessions for electricity production can be granted to private and municipal enterprises by the 
Public Power Corporation (DEH), subject to approval by the Ministry of Energy.

June

On 2nd June, General Elections were held. The ruling Socialist Party (PASOK) retained an 
absolute majority in the Parliament.

The voting results of the general election were:
PASOK 45.82 per cent
N.D. 40.85 per cent
KKE 9.89 per cent
KKE-Es 1.84 per cent
EPEN 0.60 per cent
Others 1.00 per cent

A temporary Cabinet is sworn in, pending adoption of a new law changing the structure of the 
Council of Ministers, merging Ministries, etc.

Treasury bills are to be sold to individuals and enterprises (in the past they were sold only to 
banks).

The National Council for Planning and Development is established, in which representatives of 
Government, business and labour participate. This is the highest advisory body for economic policy.

Greece joins the European Monetary System, without, however, participating in the exchange rate 
scheme.
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A new Cabinet is sworn in on 26th July. There were important changes in the economic 
portfolios.

International air fares are raised by about 10-13 per cent.

August
After being closed by their owners for over two months, the Hellenic Shipyards are purchased by the 

state-owned Hellenic Industrial Development Bank (ETBA).
Increase of oil products prices by 10 to 20 per cent.

September
Increase in urban transport fares.

October
A stabilization package was announced on 11th October (see Part III).

November
Increase of oil products prices.

December
Electricity and telephone rates are raised.

July
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Table A. National product and expenditure
Billion drachmae, current prices

1977 1978 1979 1980 1981 1982 1983' I9841 2

Consumers’ expenditure 
Government current expenditure 
Gross fixed capital formation3 
Change in stocks and statistical discrepancy 
Exports of goods and services4 

less: Imports of goods and services3 4 
Gross national product at market prices

Gross domestic product at factor cost 
Agriculture, forestry, fishing and hunting 
Mining and quarrying 
Manufacturing 
Construction
Electricity, gas and water 
Transport, storage and communications 
Other services

634.85 756.83 904.95 1 094.39
153.84 185.15 233.53 280.05
221.42 278.00 369.19 413.69

34.58 23.12 32.39 17.79
202.93 249.06 309.12 436.74
253.62 298.33 376.95 474.52
994.01 1 193.84 1 472.22 1 768.04

844.63 1 016.71 1 245.19 1 523.72
141.54 177.07 198.17 265.54

12.67 14.28 19.06 23.79
165.35 191.25 238.51 296.95
71.84 91.19 123.04 129.93
13.90 16.18 20.66 24.04
69.92 82.64 100.18 118.48

369.42 444.09 545.57 660.90

1 362.30 1 694.75 2 023.35 2 413.90
368.55 469.65 574.22 715.80
456.35 513.50 622.10 703.05
-16.43 121.55 154.21 251.12
524.51 577.45 701.69 922.28
588.09 770.55 978.06· 1 233.55

2 107.20 2 606.35 3 097.51 3 772.60

1 856.75 2 284.94 2 721.07 3 330.65
329.54 422.80 476.87 615.15

30.26 44.90 53.38 69.70
360.77 411.30 491.57 602.20
138.64 146.10 188.68 211.70
36.96 49.70 55.65 66.95

146.63 186.80 221.51 261.80
810.68 1 016.33 1 233.41 1 503.15

1. Provisional data.
2. Estimates.

^  3. Excluding ships operating overseas.
4. Including factor income.
Source: Ministry of Co-ordination, National Accounts of Greece.



Table B. National product and expenditure
Billion drachmae, 1970 prices

ooO

1977 1978 1979 1980 1981 1982 1983' 1984*

Consumers’ expenditure 
Government current expenditure 
Gross fixed capital formation3 
Change in stocks 
Exportas of goods and services4 

less: Imports of goods and services3 4 
Net factor income from the rest of the world 
Statistical discrepancy 
Gross national product at market prices

Gross domestic product at factor cost 
Agriculture, forestry, fishing and hunting 
Mining and quarrying 
Manufacturing 
Construction
Electricity, gas and water 
Transport, storage and communications 
Other services

Implied price deflators:
GNP at market prices 
GDP at factor costs 1 2 3 4

293.93 310.64 318.82 318.00
62.80 65.00 68.80 68.94
85.95 91.10 99.12 92.71
12.93 15.74 18.20 19.28
66.71 77.65 82.82 88.24
92.15 98.73 105.81 98.81
10.54 9.88 10.69 11.70
-9.55 -12.60 -16.59 -14.85

431.17 458.68 476.05 485.21

371.02 394.80 409.08 417.51
51.83 57.21 53.62 60.50

5.80 5.72 6.30 6.25
79.14 84.34 89.00 89.13
27.56 28.75 30.55 26.39
10.73 12.16 13.00 13.72
32.94 35.15 37.89 39.90

163.02 171.47 178.73 181.63

230.6 260.3 309.2 364.5
227.7 257.5 304.4 365.0

320.92 329.30 331.60 335.20
73.64 75.01 76.60 79.60
85.75 84.10 82.50 78.65
10.44 9.43 4.00 6.05
84.66 77.05 84.71 94.50

102.14 107.30 110.29 110.23
10.64 8.34 3.70 0.03
-1.26 3.58 3.61 1.38

482.65 479.51 476.43 485.18

416.52 416.17 417.53 429.15
59.52 60.94 56.82 60.45

5.73 5.72 5.66 5.90
88.06 84.36 83.30 84.85
24.20 22.29 23.14 21.62
14.15 14.62 15.17 16.13
41.28 41.51 42.65 45.20

183.58 186.74 190.80 195.00

436.7 544.1 650.2 777.6
445.8 549.0 651.7 776.2

1. Provisional data.
2. Estimates.
3. Excluding ships operating overseas.
4. Excluding factor income.
Source: Ministry of Co-ordination, National Accounts of Greece.

Table C. Gross domestic fixed capital formation
Million drachmae, current prices

!977____________1978____________1979____________1980____________1981 1982 I9831 1984*

Gross fixed capital formation 221

Dwellings 69
Other buildings 31
Other construction and works 40
Transport equipment 24
Machinery and other equipment 55

Agriculture, animal breeding, fishing 21
Mining and quarrying 3
Manufacturing 33
Electricity, gas, etc. 14
Transport, storage and communication 39
Dwellings 69
Public administration I
Other service industries 37

Private 172
Public 49

420 278 000 369 185 413 685

188 96 778 131 057 137 517
952 40 266 57 942 58 564
521 44 595 56 007 70 968
133 34 834 42 042 47 136
626 61 527 82 137 99 500

786 22 278 28 025 27 630
764 6 139 10 223 23 976
851 38 237 51 259 65 847
060 17 762 25 603 27 840
572 52 097 64 323 72 104
188 96 778 131 057 137 517
538 2 070 2 088 2 233
661 42 639 56 607 56 538

350 216 400 287 785 317 865
070 61 600 81 400 95 820

456 350 513 500 622 100 703 050

126 373 135 292 163 012 145 12468 547 61 368 73 984 94 482
98 932 98 556 129 974 163 957
49 045 78 217 66 205 68 319

113 453 140 067 188 925 231 168

31 416 38 513 48 979 69 604
35 876 22 283 22 081 22 368
72 549 78 194 90 400 106 329
28 328 43 584 72 720 93 54788 310 119 263 127 835 139 208

126 373 135 292 163 012 145 124
2 983 3 839 5 652 7 849

70 515 72 532 91 421 119021

334 850 360 000 406 800 418 850
121 500 153 500 215 300 284 200

Note: Data exclude investment in ships operating overseas.
1. Provisional data.
2. Estimates.
Source: Ministry of Co-ordination, National Accounts of Greece .



Table D. Cross domestic fixed capital formation
Million drachmae, 1970 prices

1977 1978 1979 1980 1981 1982 1983' 19842

Gross fixed capital formation

Dwellings 
Other buildings 
Other construction and works 
Transport equipment 
Machinery and other equipment

Agriculture, animal breeding, fishing 
Mining and quarrying 
Manufacturing 
Electricity, gas, etc.
Transport, storage and communication 
Dwellings
Public administration 
Other service industries

oo Private
*·■> Public

85 950 91 100 99 121 92 705

26 428 30 074 31 572 27 291
12 205 12 513 13 960 11 622
15 886 15 028 15 351 15 674
10 788 13 395 14 556 13 987
20 643 20 090 23 682 24 131

8 302 7 209 7 623 6 169
1 457 2 077 2 913 5 468

12 599 12 244 13 824 14 899
5 711 6 097 7 319 6 710

16 732 19 098 20 678 19 424
26 428 30 074 31 572 27 290

582 669 555 482
14 139 13 632 14 637 12 263

66 750 70 600 76 385 70 465
19 200 20 500 22 736 22 240

85 750 84 100 82 500 78 650

21 452 20 398 21 124 16 288
11 636 9 252 9 591 10 604
17 269 14 061 14 688 15 017
12 445 16 427 11 252 9 617
22 948 23 962 25 845 27 124

5 658 5 716 5 902 7 153
6 613 3 479 2 983 2 469

13 973 13 120 12 208 12 346
5 379 6 872 9 074 9 861

19 192 22 415 18 570 16 316
21 452 20 398 21 124 16 288

549 594 733 880
12 934 11 506 11 906 13 337

63 495 60 300 55 800 49 030
22 255 23 800 26 700 29 620

A'ole: Data exclude investment in ships operating overseas.
1. Provisional data.
2. Estimates.
Source: Ministry of Co-ordination, National Accounts of Greece.

Table E. Income and expenditure of households and business savings1 
Million drachmae, current prices

1777____________1978____________1979 1980 1981 1982 I983J 19841 2 3 4 5

Agricultural income 
Wages and salaries outside agriculture 
Income from property and entrepreneurship 
Current transfers from government 
Current transfers from the rest of the world, 

net

Income of households 
and private non-profit institutions

less: Direct taxes

Disposable income

Consumption
Consumption by main expenditure 

components4
food, drinks, tobacco
clothing, shoes (including repairs)
rent
durable household goods 
other

134 754 168 993 187 994 257 332
358 698 445 370 557 306 671 244
294 431 332 983 417 457 498 808

82 146 106 864 125 930 158 358

33 727 35 796 42 826 45 736

900 882 1 087 829 1 327 965 1 618 223

108 792 137 188 173 120 227 512

792 090 950 641 1 154 845 1 390 711

634 847 756 832 904 947 1 094 389

664 509 796 758 954 575 1 154 304
258 328 312 147 375 744 473 650

72 490 84 011 105 692 111 569
62 615 77 692 93 203 114 624
52 254 62 103 66 119 63 728

218 822 260 805 313 817 390 733

313 825 405 772 453 202 585 900
831 388 1 063 110 1 278 178 1 575 000
600 111 658 656 779 691 910 960
224 940 326 135 401 800 485 550

60 684 71 158 84 880 107 540

2 024 468 2 516 370 2 985 691 3 664 950

261 940 365 400 442 250 573 850

1 762 528 2 150 970 2 543 441 3 091 100

1 362 300 1 694 750 2 023 350 2 413 900

1 446 345 1 771 400 2 095 140 2 525 830
607 848 743 134 883 907 1 073 680
130 829 153 618 161 397 206 660
140 414 170 658 192 990 225 800
77 360 112 254 130 432 152 784

489 894 591 736 726 414 866 906
1. Including private non-profit institutions.
2. Provisional data.
3. Estimates.
4. Based on direct estimate of private consumption, but includes non residents’ expenditure and excludes residents’ expenditure abroad.
Source: Ministry of Co-ordination, National Accounts of Greece.



Table F. Government revenue and expenditure
National accounts basis 

Million drachmae

1976 1977 1978 1979 1980 1981 1982 1983' 19842

Central Government
Current revenue 155 889 180 298 214 518 267 718 309 877 334 928 463 585 572 430 752 600

Direct taxes 40 024 38 620 49 580 63 200 88 420 86 300 139 640 154 770 209 800
Indirect taxes 107 184 133 000 159 569 195 500 208 300 240 588 323 534 410 880 528 300
Other 8 681 8 678 5 369 9 018 13 157 80 400 411 6 780 14 500

Current expenditure 165 194 198 056 241 366 289 783 348 815 506 608 614 835 739 200 948 600
Goods and services 99 832 123 620 147 700 180 000 207 600 276 400 350 300 423 000 528 700
Interest on public debt 12 940 14 066 19 690 30 790 41 247 65 250 66 632 103 020 162 100
Transfers and subsidies 52 422 60 370 73 976 78 993 99 968 164 958 197 903 213 180 257 800

Saving -9 305 -17 758 -26 848 -22 065 -38938 -171 680 -151 250 -166 770 -196 000

General government

Current revenue 243 112 287 840 349 608 437 688 521 247 597 328 806 635 989 900 1 251 450
Direct taxes 104 016 118 792 150 750 188 870 248 500 282 740 398 040 472 070 615 350
Indirect taxes 119 254 147 600 178 219 216 690 228 710 267 368 365 644 463 430 586 200
Other 19 842 21 448 20 639 32 128 44 037 47 220 42 951 54 400 49 900

Current expenditure 225 660 279 916 347 361 425 023 522 305 736 888 941 205 1 150 740 1 452 950
Goods and services 124 332 153 840 185 150 233 530 280 050 368 550 469 650 574 220 715 800
Interest on public debt 12 940 14 066 19 690 30 790 41 247 65 250 66 632 103 020 162 100
Transfers and subsidies 88 388 112 010 142 521 160 703 201 008 303 088 404 923 473 500 575 050

Saving 17 452 7 924 2 247 12 665 -1 058 -139 560 -134 570 -160 840 -201 500

1. Provisional data.
2. Estimates.
Source: Ministry of Co-ordination, National Accounts of Greece.

00

Table G. Industrial production1

1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

Total industrial
production index 111 127 147 144 151 166 170 183 194 196 194 186 185 190

Mining and quarrying 114 118 133 136 143 149 145 155 153 151 151 149 137 166Manufacturing 110 127 147 144 150 166 169 182 193 195 192 182 181 186
Food, beverages and tobacco 

o f  which:
108 110 119 117 119 136 144 162 172 173 171 173 175 175

Tobacco 110 107 117 124 121 141 153 148 154 156 148 159 169 165Food 106 107 114 108 113 130 130 156 162 159 157 155 157 155Other manufacturing 
o f  which:

110 131 153 150 158 173 175 186 198 200 197 185 183 188
Textiles 114 127 147 147 174 200 196 208 224 221 221 197 185 186Chemicals 112 126 148 150 163 177 183 207 206 208 210 213 215 235Non-metallic minerals 106 123 137 139 146 168 189 205 219 230 225 221 214 215Basic metals 111 136 161 163 158 169 141 177 184 187 159 128 169 190Metal products 114 132 155 135 130 157 173 175 183 192 208 188 177 70SConsumer goods industries 110 121 139 138 150 168 172 186 198 195 195 191 188 197Capital goods industries 109 131 150 149 151 161 158 171 182 188 180 163 167 172

1. 1970 =100.
Source: National Statistical Service of Greece, Monthly Statistical Bulletin.



Table H. Prices and wages

ooOv

1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

Consumer prices (1974 = 100)
Total 

o f  which:
Food
Alcoholic beverages and tobacco 
Clothing and footwear 
Housing
Durable goods and household supplies 
Transport and communication

Wholesale prices (1970 = 100)
Total
Finished products of local primary and

secondary production for home consumption 
Local primary production 
Local industrial production 

Finished products of foreign origin 
o f  which :
Agriculture
Livestock
Food manufacturing industries, 

except beverage industries 
Manufacture of petroleum 

and coal derivatives 
Basic metal industries 
Manufacture of metal products, 

except machinery and transport equipment 
Manufacture of machinery and 

appliances, except electrical 
Manufacture of electrical machinery, 

apparatus, appliances and supplies 
Manufacture of transport equipment 

Exported products of local primary 
and industrial production 
Agriculture 
Livestock
Manufacture of textiles 
Chemical industries
Manufacture of non-metallic mineral products, 

except petroleum and coal derivatives

78.8 100.0 113.4 128.5 144.1 162.2

78.3 100.0 111.8 127.3 145.1 165.8
87.8 100.0 117.4 127.4 134.8 145.8
82.0 100.0 111.2 126.2 142.3 162.4
78.5 100.0 111.7 124.0 138.6 154.4
78.9 100.0 106.7 118.0 129.9 140.9
72.8 100.0 119.6 133.4 143.4 152.4

135.4 177.8 192.6 219.6 249.7 275.4

127.5 171.0 185.3 209.2 236.2 261.0
138.0 169.3 184.4 219.2 250.2 281.5
123.9 171.7 185.6 205.7 231.4 253.9
154.4 197.7 220.7 253.8 284.4 321.1

152.5 224.1 158.6 184.6 260.2 364.4
161.9 173.3 172.7 192.3 203.6 235.6

201.4 369.3 413.6 378.0 396.1 417.7

196.8 371.2 411.8 549.2 588.7 644.7
137.7 211.4 150.5 182.4 169.2 194.9

147.6 184.7 225.0 262.9 296.2 347.5

137.2 157.2 182.9 222.8 260.6 296.3

126.6 140.6 166.9 187.2 205.1 240.4
140.2 158.1 180.8 229.2 274.2 338.3

148.5 184.4 189.9 224.6 269.4 284.0
202.6 233.0 216.0 248.1 350.9 373.9
155.7 159.0 150.9 210.7 232.3 261.0
152.0 196.7 184.9 258.3 274.7 261.5
135.0 172.7 222.7 239.0 236.2 261.7

151.0 207.5 219.9 250.7 287.1 327.4

193.0 241.0 300.0 362.9 436.2 516.8

197.0 251.3 327.0 395.9 467.2 552.7
160.7 186.0 214.8 264.4 315.9 376.9
198.7 235.9 286.6 366.2 459.0 579.1
184.3 237.8 302.4 358.0 408.7 469.1
158.8 198.4 243.3 294.3 374.2 445.8
189.8 232.6 264.4 304.9 374.7 418.4

333.3 428.0 539.0 625.1 748.8 909.2

314.3 405.1 504.0 594.1 708.9 842.7
340.6 425.2 532.0 641.7 741.3 891.2
305.2 398.0 494.3 577.5 697.7 825.7
385.2 494.4 647.5 747.5 905.7 1 123.2

483.7 606.8 648.7 606.1 692.4 906.5
320.3 424.4 614.6 676.4 774.6 850.3

425.8 494.4 662.4 788.2 969.4 1 150.4

1 270.6 1 899.1 2 844.9 3 271.7 3 852.7 4 626.2
241.3 290.7 367.6 408.2 487.4 626.2

393.2 481.1 609.2 699.7 854.6 1 075.0

346.4 437.6 568.0 664.1 797.6 1 067.7

270.5 327.7 413.3 485.6 627.8 777.3
400.4 512.0 601.2 723.7 927.1 1 124.6

356.9 450.8 563.9 609.8 729.6 945.8
506.1 599.7 728.0 724.2 805.9 1 004.2
355.5 403.1 482.0 524.9 529.2 622.6
310.7 401.1 477.4 524.3 694.4 1 003.6
337.9 480.8 602.8 659.6 786.1 968.1

372.0 461.8 634.6 763.8 926.6 1 167.2

Average unit value (1970 
Exports 
Imports 733.9

066.2

oo



Table I. Exports by commodity group
Fob -  customs basis 

$ million

oooo

1974

Total 2 029.60

o f which:
Food and live animals 391.98

Fruits fresh and nuts 207.35
Fruits, dried 49.27

Beverages and tobacco 197.98
Tobacco, unmanufactured 170.31

Crude materials, inedible, except fuels 215.20
Cotton 32.71
Iron, sulphur and other minerals 113.32

Minerals fuels, lubricants 182.60
Animal and vegetable oils and fats 29.47

Fixed vegetable oils and fats 29.10
Chemicals 101.21
Manufactured goods classified chiefly 

by material 707.46
Iron and steel 213.65
Aluminium 96.22
Textiles 185.02
Leather and leather products 50.74

Machinery and transport equipment 54.34
Miscellaneous manufactures 149.44

Clothing 88.31
Footwear 35.59

1975 1976 1977 1978 1979

2 292.94 2 543.08 2 723.72 3 335.24 3 888.10

508.06 570.96 686.70 761.86 862.22
257.38 229.79 332.61 328.09 327.40
67.79 85.22 93.86 113.98 119.59

185.81 215.58 188.45 257.22 242.65
154.22 177.22 151.36 212.64 189.49
199.85 231.59 217.49 281.79 347.10
31.78 44.52 34.81 42.59 43.84

119.54 126.46 122.63 162.44 224.31
251.50 148.65 131.74 318.64 456.40

42.05 20.84 11.45 70.96 43.19
41.78 20.71 9.69 69.41 39.24

133.34 126.90 157.09 143.47 130.34

657.72 804.12 864.88 1 058.76 1 217.86
152.49 164.95 123.74 205.93 240.09
82.40 102.94 121.51 143.28 165.37

173.66 240.41 279.58 329.82 372.05
47.71 58.16 74.33 73.17 91.64
88.83 125.59 143.11 102.16 131.33

210.94 298.06 321.73 354.97 421.29
123.89 198.45 214.33 250.94 292.47
54.34 58.01 53.38 49.32 74.46

1980 1981 1982 1983 1984

5 189.74 4 293.82 4 285.45 4 458.71 4 814.50

1 035.35 879.20 949.74 971.07 1 070.70
420.49 317.51 355.37 293.46 297.59
131.37 125.35 118.91 106.33 118.71
253.33 213.06 227.88 236.98 225.13
203.90 176.21 191.74 192.54 183.08
398.23 302.24 286.38 295.37 349.48
41.17 25.82 34.67 48.91 72.52

288.65 218.83 195.45 195.15 210.19
799.54 404.00 462.37 305.55 492.21

34.88 32.88 82.52 252.40 183.56
31.74 31.51 80.98 250.12 182.18

362.33 193.97 209.49 188.54 193.12

1 562.22 1 442.29 1 287.80 1 330.93 1 447.42
298.36 230.86 173.33 191.32 316.39
190.30 158.46 135.28 150.31 171.07
481.98 478.21 429.66 436.50 468.04

93.83 70.61 72.61 77.31 73.44
156.83 202.13 197.21 152.66 123.35
532.10 553.55 575.21 640.60 745.00
397.65 385.92 456.81 526.25 610.63

71.92 92.95 51.99 50.08 60.61

Note: Original figures in drachmae have been converted into US dollars by applying the following trade conversion factors:
1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984
30 32.25 36.889 37.209 37.090 37.097 42.231 55.243 66.577 88.992 111.557

Sources: National Statistical Service of Greece, Statistical Yearbook o f Greece and Monthly Statistics o f  Trade: OECD, Statistics o f Foreign Trade. Series B.

Table J. Imports by commodity group
Cif -  customs basis 

$ million

oovO

1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984

Total 4 385.18 5 317.39 6 013.19 6 777.70 7 555.96 9 722.80 10 626.78 8 911.43 9 968.41 9 632.71 9 616.64
Total, excluding ships 4 278.31 4 623.39 4 869.94 5 378.35 6 275.99 8 297.52 8 918.18 8 294.83 9 465.79 9 103.74 8 893.13

o f which:
Food and live animals 458.99 472.85 455.94 521.76 622.97 846.01 816.86 891.52 1 145.12 1 119.61 1 106.94

Meat and live animals 64.46 77.65 142.53 192.46 264.10 305.86 326.89 276.39 460.17 538.00 478.91
Beverages and tobacco 9.26 6.57 10.30 13.87 22.31 32.27 36.66 44.75 67.43 71.61 71.04
Crude materials, inedible, except fuels 414.65 415.59 415.96 483.74 484.94 590.38 708.31 551.48 599.68 585.54 561.30

Wood 81.68 65.16 79.52 97.20 111.15 144.63 157.19 97.77 109.09 118.55 109.79
Wool, cotton, fibres 140.90 146.45 145.06 201.54 165.88 173.31 250.78 199.71 178.53 164.73 162.52

Mineral fuels, lubricants 975.75 1 179.72 1 226.96 1 030.91 1 429.24 2 025.58 2 466.31 1 935.35 2 872.98 2 608.21 2 628.63
Petroleum, crude 845.54 1 025.63 1 034.81 853.76 1 179.17 1 821.89 2 296.47 I 792.43 2 706.96 2 369.55 2 247.81
Petroleum products 82.83 93.88 158.54 145.09 224.92 171.54 127.17 124.83 95.64 121.12 214.28

Animal and vegatable oils and fats 13.92 19.27 13.76 12.52 12.99 18.78 35.67 21.80 16.82 13.08 10.32
Chemicals 387.97 457.85 495.20 537.54 608.52 798.78 900.78 865.34 784.94 794.76 861.62

Medicinal products 76.20 91.81 92.60 109.25 131.63 140.40 160.69 140.98 119.75 120.89 122.65
Manufactured goods classified chiefly by

material 781.49 737.99 745.99 888,53 985.31 1 245.41 1 435.61 1 656.44 1 566.71 1577.82 1 519.98
Textiles 101.34 120.59 122.99 154.96 166.36 191.03 183.11 347.94 313.44 302.48 344.43

Machinery and transport equipment 1 225.82 1 891.24 2 487.11 3 085.97 3 224.19 3 754.65 3 786.66 2 455.50 2 557.89 2 361.37 2 470.03
Ships and boats 106.87 694.00 1 143.25 1 399.35 1 279.97 1 425.28 1 707.80 616.60 502.62 528.97 723.51
Aircraft 23.75 14.41 54.49 23.14 14.19 34.59 28.40 41.84 30.14 13.62 22.73
Road motor vehicles 189.99 267.16 393.41 630.93 809.71 735.52 489.36 495.52 660.60 520.49 428.50Other machinery and equipment 905.21 915.67 895.96 1 032.55 1 120.32 1 559.26 1 561.10 1 301.54 1 364.53 1298.29 1 295.29

Note: Original figures in drachmae have been converted into US dollars by applying the following trade conversion factors:
1774 1975 1976 1977 1978 1979 1980 1981 1982 1983
30 32.25 36.889 37.209 37.090 37.097 43.002 55.575 67.009 89.119

Sources: National Statistical Service of Greece, Statistical Yearbook o f Greece and Monthly Statistical Bulletin o f Trade: OECD. Statistics o f Foreign Trade. Series B.

1984
112.575



Table K. Exports and imports by area
Customs basis 

$ million

1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984'

Exports, fob

Total OECD2 1 363.9 1 448.4 1 593.1 1 589.9 2 043.8 2 350.5 3 000.5 2 432.2 2 592.5 2 834.7 3 358.5
o f which:
OECD Europe 1 181.7 1 271.9 1 387.7 1 407.7 1 822.5 2 058.5 2 640.0 1 994.5 2 150.6 2 493.2 2 846.2

EEC3 1 016.5 1 139.3 1 271.0 1 300.0 1 695.3 1 908.6 2 471.0 1 858.5 1 985.7 2 340.0 2 606.2
Germany 428.7 482.7 542.9 581.4 694.0 748.9 928.7 780.6 812.9 894.9 945.7
France 121.1 166.8 170.6 188.3 223.1 237.2 383.4 288.4 297.8 331.9 415.5
Italy 173.4 189.5 233.7 191.6 362.4 380.1 503.7 305.5 376.3 602.4 649.9
United Kingdom 116.7 112.1 105.3 136.4 145.0 201.0 214.4 215.4 205.2 215.9 302.2

Other OECD Europe 165.1 132.7 116.6 107.7 127.1 149.9 169.0 136.0 164.9 153.2 240.1
North America 142.4 131.7 173.7 150.5 173.8 236.4 316.3 392.1 394.5 295.4 428.5

Centrally planned economies 239.6 262.8 286.5 333.7 383.9 360.5 524.7 346.1 331.6 321.2 274.8
Other 426.1 581.7 663.5 800.2 907.5 1 177.2 1 664.5 1 515.5 1 361.4 1 302.8 1 181.1
Total 2 029.6 2 292.9 2 543.1 2 723.7 3 335.2 3 888.1 5 189.7 4 293.8 4 285.5 4 458.7 4 814.5

Imports, cif

Total OECD2 3 055.8 3 773.1 4 258.0 5 028.1 5 294.5 6 571.7 6 782.0 5 987.2 6 396.7 6 294.4 6 244.1
o f which:
OECD Europe 2 251.2 2 767.7 3 008.9 3 540.0 3 905.6 5 037.9 4 973.0 5 010.1 5 243.8 5 188.7 5 143.1

ECC3 1 897.3 2 261.0 2 386.7 2 878.1 3 308.9 4 300.0 4 217.1 4 456.2 4 608.1 4 621.4 4 520.5
Germany 714.0 842.9 872.4 1 024.4 1 184.3 1 549.3 1 481.1 1 747.1 1 704.1 1 662.3 1 599.9
France 307.9 318.2 334.3 410.9 467.7 613.2 658.0 581.1 704.6 655.7 661.9
Italy 376.1 438.1 497.4 609.3 740.2 904.1 870.1 803.2 420.8 856.0 926.6
United Kingdom 202.8 256.3 269.0 374.0 374.8 552.4 485.6 437.7 364.4 396.8 379.8

Other OECD Europe 353.9 506.7 622.2 662.0 596.7 737.8 755.9 553.9 635.7 567.3 622.6
North America 453.1 438.2 440.8 373.8 341.3 506.1 566.9 495.0 466.5 392.9 310.3

Centrally planned economies 199.1 273.9 403.5 385.1 651.7 592.1 611.1 592.5 527.5 483.3 812.1
Other4 1 130.2 1 270.4 1 351.7 1 364.5 1 609.8 2 559.0 3 233.7 2 331.8 3 044.2 2 855.1 2 560.5
Total 4 385.2 5 317.4 6 013.2 6 777.7 7 556.0 9 722.8 10 626.8 8 911.4 9 968.4 9 632.7 9 616.6
Note: Original figures in drachmae have been converted into US dollars by applying the following trade conversion factors:

1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984
Exports 30 32.25 36.889 37.209 37.090 37.097 42.231 55.243 66.577 88.992 111.557
Imports 30 32.25 36.889 37.209 37.090 37.097 43.002 55.575 67.009 89.119 112.575

1. Provisional data.
2. Including Australia and New Zealand.
3. Including United Kingdom, Ireland and Denmark.
4. Including ships from 1975 through 1978.
Sources: National Statistical Service of Greece, Statistical Yearbook o f Greece and Monthly Statistical Bulletin o f Trade; OECD, Statistics o f Foreign Trade, Series B.

Table L. Balance of payments, OECD basis
$ million

1979 1980 1981 1982 1983 1984'

3 932 4 093 4 772 4 141 4 106 4 3948 948 9 650 10 149 8 910 8 400 8 624
-5 016 -5 557 -5 377 -4 769 -4  294 -4  230

3 128 3 348 2 969 2 877 2 416 2 098
1 359 1 424 1 520 1 153 814 974

204 355 203 294 41 -142
1 137 1 066 1 057 1 016 912 898

395 491 438 371 411 372-1 888 -2  209 -2  908 -1 892 -1 878 -2 132
1 331 1 994 I 589 1 239 2 110 1 773
-556 -215 -819 -653 232 -359

465 -121 401 418 -382 154

-91 -336 -418 -235 -150 -205

47 199 272 122 276 338
—44 -137 -146 -113 126 133
-47 -88 -76 -15 -28 _

11 -7 -55 _ _
24 25 24 - - -

-56 -207 -253 -128 98 133
3 -3 4 1 _ 8

-42 -239 -257 -129 67 127-1 31 - _ 31 -5
16 -1 - - - 3

1975 1976 1977 1978

Exports, fob 
Imports, fob2 

Trade balance 
Invisibles, net3 

o f which: Travel, net
Transportation, net 
Migrant remittances 

Receipts in convertible drachmae 
Current balance4

Long-term capital (excl. spec, trans.) 
Basic balance

Short-term capital, including errors 
and omissions 

Balance on non monetary 
transactions

Private monetary institutions 
short-term capital

Balance of official settlements 
Use of IMF credit 
Miscellaneous offiial accounts 
Allocation of SDRs

Change in reserves (+ = increase)
a) Gold
b) Currency assets
c) Reserve position in IMF
d) Special Drawing Rights

1 803 
4 243 

-2 440 
1 299 

319 
242 
674 

97 
-1 141 

523 
-618

175

—443

70
-373

43
219

-111
7

-78
-41

1

2 030 
4 565 

-2 535 
1 582 

489 
166 
782 
112 

-953 
484 

-469

-73

-542

156
-386

186
195

-5
-6
13

-12

2 228 
4 922 

-2 694 
1 766 

672 
162 
777 
155 

-928 
544 

-383

-19

-402

331
-71

67
11

7
1
7

-1

2 522 
5 686 

-3 164 
2 086 

817 
268 
899 
202 

-1 078 
862 

-216

-222

393
171
-84
152

239
3

241

-5

2 999 
6 498 

-3 499 
2 544 
1 102 

198 
951 
295 

-955 
1 040 

85

-337

-252

386
134
11
50

195
11

142
42

1. Provisional data.
2. Original figures for imports are on a cif basis. They are adjusted to fob basis by deduction of 10 

4
per cent representing the estimated cif-fob margin.___ . . | , · lrt . - . ■> -------■».--------- · _ ------------J wi.v... V. ivpvi w m  lepi estming lilt CMlIlli

Services debits include 10 per cent of imports as an approximation of the freight content of imports not recorded in original figures 

w J . ' V a n k  “ S ? * 5 re“ ipts in co"vcrtible drad" ~ '  *» « * « 1 ·communication to the OECD.



Table M. Money and banking
Million drachmae, end of period

1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 19842

Money 111 474 128 887 160 002 187 038 228 585 264 450 313 055 385 928 471 236 535 729 651 589
Currency in circulation 80 212 91 647 111 721 132 214 160 145 182 867 209 561 260 458 300 165 342 607 400 759
Sight deposits 31 262 37 240 48 281 54 824 68 439 81 582 103 494 125 470 171 071 193 122 250 830

Private 19 992 24 014 28 511 33 377 42 710 52 521 58 291 74 799 89 565 106 744 141 733
Public entities 8 835 11 042 15.310 18 941 21 360 25 137 31 679 39 760 50 688 71 231 86 556
Public enterprises 2 435 2 183 4 460 2 505 4 369 3 924 13 524 10 911 30 818 15 147 22 501

Quasi-money 197 589 261 900 332 334 418 429 531 516 634 866 798 105 1 102 916 1 443 141 1 763 831 2 315 690
Savings deposits 141 518 188 984 239 661 302 742 380 421 446 316 541 230 747 642 968 630 1 167 315 1 542 619
Time deposits 39 870 52 680 70 272 87 341 118 468 150 312 218 804 310 605 421 809 534 875 702 236

Private 38 670 51 042 67 922 83 787 113 587 144 955 212 787 303 640 414 736 527 792 693 119
Public entities 1 200 1 638 2 350 3 554 4 881 5 357 6 017 6 965 7 073 7 083 9 117

Other deposits1 16 201 20 236 22 401 28 346 32 627 38 238 38 071 44 669 52 702 61 641 70 835
M3 309 063 390 787 492 336 605 467 760 101 899 316 1 111 160 1 448 844 1 914 377 2 299 560 2 967 279
Deposits of public entities 

according to Law 1611/50 29 194 32 152 38 562 50 611 60 272 73 014 79 030 90 010 104 479 136 997 147 454
Total money supply 338 257 422 939 530 898 656 078 820 373 972 330 1 190 190 1 578 854 2 018 856 2 436 557 3 114 733

Total bank lending by sector 286 284 353 793 442 317 547 990 664 940 796 631 982 223 1 277 873 1 608 807 1 902 020 2 328 576
Private sector 243 229 302 823 379 337 475 824 585 047 691 777 828 071 1 040 114 1 277 908 1 501 398 1 798 503

Agriculture 44 523 55 260 66 537 90 160 110 195 125 799 138 295 155 851 189 526 244 893 316 634
Manufacturing and mining 104 520 136 786 170 749 214 148 269 276 325 911 410 261 541 391 665 116 771 323 917 768

o f which :
Short and medium-term 69 077 93 194 118 923 150 389 188 814 222 447 272 704 359 339 443 555 497 398 587 872
Long-term 35 443 43 592 51 826 63 59 80 462 103 464 137 557 182 052 221 561 273 925 329 896

Trade 24 534 31 198 41 908 55 057 66 094 72 484 78 973 95 426 114 952 122 215 142 342
Housing 33 111 37 008 43 462 53 923 67 834 84 224 101 201 126 758 170 031 207 772 251 597
Other 36 541 42 571 56 681 62 536 71 648 83 358 99 392 120 688 138 283 155 195 170 162

Public sector 43 055 50 971 62 981 72 166 79 893 104 854 154 152 237 759 330 899 400 622 530 073
Public enterprises 25 003 30 619 38 606 43 721 53 192 68 763 107 206 136 070 175 535 205 226 294 078
Public entities 11 708 12 708 12 708 14 283 15 584 17 428 19 627 29 908 67 940 95 567 142 695
Government purchasing 

agencies 6 344 7 644 10 092 12 861 9 273 16 618 27 319 71 781 87 424 99 829 93 300
By lending institution 

Banque of Greece 10 433 12 334 13 660 15 952 12 066 14 781 21 266 26 486 16 580 11 331 10 842
Commercial banks 120 995 161 556 213 504 267 593 335 080 400 845 492 943 • 634 279 775 264 875 017 1 067 588
Special credit institutions 154 856 179 903 215 153 264 445 317 794 381 004 468 014 617 108 816 963 1 015 672 1 250 146

1. Excluding deposits of public entities according to Law 1611/50.
2. Provisional data.
Source: Bank of Greec^Monthly Statistical Bulletin.
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BASIC STATISTICS: INTERNATIONAL COMPARISONS

Population
Total ............................................................................
Inhabitants per sq .k m ................................................
Net average annua! increase over previous 10 years

Employment
Total civilian employment (TCE)* 1 2 ...........................
o f which: Agriculture .............................................

Industry ....................................................
Services ...................................................

Gross domestic product (GDP)

Per capita

Per capita ......................................................................
Average annual volume growth over previous 5 years

Gross fixed capital formation (GFCF).................................
o f which: Machinery and equ ip m en t........................

Residential construction ...........................
Average annual volume growth over previous 5 years

Gross saving ratio4 ..................  ........................................

General government
Current expenditure on goods and services
Current disbursements5 ..............................
Current re c e ip ts ..........................................

Net official development assistance

Indicators of living standards
Private consumption per capita using current PPP’s3
Passenger cars, per 1 000 in h ab itan ts ........................
Telephones, per 1 000 in h ab itan ts ..............................
Television sets, per 1 000 inhabitants ........................
Doctors, per 1 000 inhab itan ts ....................................
Infant mortality per 1 000 b ir th s .................................

Wages and prices (average annual increase over previous 5 years)
Hourly earnings in m anufacturing.................................
Consumer p rices ................................................................

Foreign trade

as % of GDP .............................. .....................
average annual increase over previous 5 years

as % of GDP ...................................................
average annual increase over previous 5 years

Total official reserves6 .............................................
As ratio of average monthly imports of goods

Units Reference
period1 Australia Austria Belgium Canada Denmark Finland France Germany Greece Iceland Ireland Italy Japan Luxembourg Netherlands New Zealand Norway Portugal

Thousands 1984 15 540 7 552 9 852 25 150 5 111 4 882 54 947 61 181 9 900 240 3 540 56 983 120 018 366 14 420 3 245 10 170
Number 2 90 323 3 119 14 100 246 75 2 50 189 322 141 387 12 110

% 1.3 0.0 0.1 1.2 0.1 0.4 0.5 -0.1 1.0 l.l 1.3 0.3 0.9 0.4 0.6 0.7 0.4 1.0

Thousands 1984 6 471 3 235 3 577(83) II 000 2 389(83) 2 404 20 941 24 822 3 508(83) 114(83) 1 H l(83) 20 418 57 660 157(83) 4 929(83) 1 280 1 970 3 892(83)
% of TCE 6.2 9.4 3.0 5.3 7.4 12.2 7.9 5.6 30.0 10.5 17.0 11.9 8.9 4 5 5.1 11.2 24 6
% of TCE 28.1 38.1 30.9 25.9 28.4 32.6 33.0 41.3 28.6 36.8 29.8 34.5 34.8 35 7 27.8 32.1 28 3 37.5
% of TCE 65.7 52.5 66.1 68.8 64.2 55.2 59.1 53.1 41.4 52.6 53.2 53.6 56.3 59.9 67.1 56.7 64.6 38.0

Billion US$ 1984 173.7 64.5 75.8 334.1 54.6 51.2 489.4 613.4 33.5 2.6 17.6 348.4 1 231.8 3 4 123.1 23.2 54 7 19 3uss II 178 8 535 7 697 13 285 10 690 10 493 8 907 10 025 3 380 10 723 4 986 6 114 10 264 9 235 8 534 7 159 13 215 1 905
Billion US$ 1983 75.6 105.4 343.8 59.0 49.7 613.8 703.1 54.3 23.6 495.1 1 280.7 4 2 147.2 53 7 45 7

u s s 10010 10 690 13 803 11 538 10 220 11 276 1 1 447 5 512 6 740 8711 10 739 II .381 10 247 12 999 4 549
% 1984 2.6 1.6 1.0 1.7 1.5 3.3 l.l 0.9 0.8 l.l 2.1 l.l 4.3 1.7 0.3 3.1 2.6 1.3

% of GDP 1984 21.8 21.8 16.1 18.1 17.9 23.4 18.9 20.3 18.6 22.2 21.0 17.9 28.0 22.2 18.4 21.5 25.6 24.7
% of GDP 9.3(83) 10.2 5.3(83) 6.8 7.7 8.5 9.1 8.0 7.9 5.8 10.9 7.3 9.9(83) 9.1 (82) 8.2 8.8(83) 7.5 13.8(81)
% of GDP 3.7(83) 5.1 (83) 3.1 3.7 5.1 6.5 4.9 6.4 3.8 5.8 5.5(83) 4.8 5.5(83) 4.8(82) 5.1 4.1 (83) 3.7 7.8(81)

% 1.3 -0.9 -3.6 -1.1 -2.6 3.8 -0.3 -0.7 -4.5 l.l -2.9 0.9 2.6 -0.1 -2.3 4.3 3.1 -2.1

% of GDP 1984 20.3 24.1 15.6 19.4 15.8 24.5 18.6 21.9 16.1 18.0 17.5 17.7 31.6 57.5 23.0 24.5 30.8 20.1

% of GDP 1984 17.1 18.5 17.4 21.0 25.9 19.5 16.4 20.1 19.0 17.3 19.0 19.4 10.0 15.7 16.8 15.9 18.8 14.7
% of GDP 1983 32.4 45.5 53.5 43.0 58.2 36.1 48.6 44.4 37.5 27.6(80) 51.4(82) 51.5 28.1 45.7 (80) 58.0 45.9 37.4(81)
% of GDP 1983 32.6 46.6 44.6 39.0 53.1 37.4 47.7 45.2 32.3 36.0(80) 42.5 (82) 45.3 30.4 51.5(80) 56.1 52.6 33.0(81)

% of GNP 1983 0.49 0.23 0.59 0.45 0.73 0.33 0.74 0.49 0.24 0.33 0.91 0.28 1.06

USS 1983 6 287* 5 716 6 669 7 858 5 900 5 359 7 110 6 287 3 570 6 024* 3 775 5 408 5 877 7 195 6 415 4 260* 5 893 2 936
Number 1983 306(81) 335(84) 421(82) 272 291 360 412(84) 108 405 206 346 (82) 221 385 311(84) 446(84) 345(84) 135(82)
Number 1983 540 460 414 664 719 572 541 598(84) 336 525 235 404 535 589 391(84) 622 622(84) 166
Number 1983 300(81) 303(84) 471(80) 370 363 297(80) 367(84) 158(80) 282(82) 181 (80) 234(80) 250(80) 336 313(84) 323(84) 140(80)
Number 1983 1.7(82) 2.8(84) 1.8(82) 2.4(82) 2.2 2.1 (82) 2.4 2.6(82) 2.2(82) 1.3(82) 3.6(82) 1.3(82) 1.7 2.2(84) 2.3 1.8(82)
Number 1983 9.6 11.9 11.3 9.1 7.7 6.2 8.9 9.6(84) 14.6 6.2 9.8 12.4 6.2 11.7(84) 8.3(84) 12.5 7.9 19.0

% 1984 14.9(83) 5.7 6.9 8.5 8.4 11.0 12.5(83) 4.4 26.5 15.7(83) 17.9 5.3 3.6 9.9
% 1984 9.0 5.5 7.4 8.7 9.5 9.6 11.1 4.5 21.8 54.0 14.9 16.1 3.9 7.6 5.0 12.3 10.1 22.7

Million US$ 1984 23 856 15 720 51 7087 8 9 86 868 15 912 13 464 93 120 171 012 4 812 768 9 672 73 428 169 776 8 65 652 5 517 18 888 5 172
% 15.3 23.4 64.6 26.8 28.2 27.3 17.9 26.2 13.9 34.0 53.9 20.8 14.7 49.7 24.0 34.3 25.0
% 5.1 0.4 -1.7 9.2 1.7 3.8 -1.0 -0.1 4.4 -0.6 6.2 0.4 10.6 0.6 3.2 7.0 8.2

Million USS 1984 23 424 19 596 55 248 74 004 16 584 12 432 103 440 152 016 9 612 864 9 684 84 336 136 080 61 980 6 195 13 860 7 752
% 15.1 29.2 69.0 22.8 29.4 25.2 19.9 23.3 27.8 38.2 53.9 23.9 11.8 47.0 26.9 25.2 37.5
% 7.2 -0.6 -1.8 6.7 -2.1 1.9 -0.7 -0.7 -0.2 0.9 -0.4 1.6 4.2 -1.6 6.4 0.2 3.5

Million SDR's 1984 7 869 5 070 5 853 3 246 3 127 2 854 24 227 44 282 1 117 132 2412 23 549 27 811 10 961 1 824 9 596 1 237
Ratio 4.1 3.2 1.3 0.5 2.3 2.8 2.9 3.6 1.4 1.9 3.1 3.4 2.5 2.2 0.3 8.5 2.0

* At current prices and exchange rates.
1. Unless otherwise stated.
2. According to the definitions used in OECD Labour force Statistics.
3. PPP’s = Purchasing Power Parities.
4. Gross saving = Gross national disposable income minus Private and Government consumption.
5 Current disbursements = Current expenditure on goods and services plus current transfers and payments of property income.
6. Gold included in reserves is valued at 35 SDR’s per ounce.
7. Including Luxembourg.
8. Included in Belgium.
9. Including non-residential construction.

Sources:
Population and Employment: OECD Labour Force Statistics.
GDP, GFCF, and General Government: OECD National Accounts. Vol. I and OECD Economic Outlook. 
Historical Statistics.
Indicators of living standards: Miscellaneous national publications.
Wages and Prices: OECD Main Economic Indicators.
Foreign trade: OECD Monthly Foreign trade Statistics, series A.
Total official reserves: IMF International Financial Statistics.



Spain Sweden Switzerland Turkey United
Kingdom

United
States Yugoslavia

38 387 8 337 6 507 48 720 56 488 236 681 22 960
76 19 158 62 231 25 89

0.9 0.2 0.1 2.1 0.0 1.0 0.8

10 382 4 255 3 142 14 912(83) 23 656 105 005
18.0 5.1 6.7 58.9 2.6 3.3
32.7 29.8 37.7 16.7 32.9 28.5
49.3 65.1 55.7 24.3 64.5 68.2

160.9 94.8 91.1 49.6 423.4 3 634.6 46.1 (83)
4 192 11 369 14 002 1 018 7 495 15 356 2 023(83)
266.7 552.6 3 275.7
6 977 9 802 13 969

1.4 1.5 1.5 3.9 0.6 2.0

17.8 18.3 23.3 18.5 17.4 17.9 24.0(83)
5.9(83) 8.2(83) 7.3 9.1 (82) 8.1 7.4(83)
5.1 (82) 4.0 16.0’ 2.6(82) 3.7 4.0(83)

-1.4 0.3 3.5 0.1 0.7 2.5

19.9 17.5 28.6 17.2 19.3 17.0

12.3 27.8 13.4 8.9 21.9 18.8 15.0(83)
31.8(82) 61.3 30.8 44.3 36.9
30.7(82) 60.0 33.9 42.5 31.7

0.85 0.32 0.35 0.24

4 690 5 728· 9 354* 769* 5 706 9 451 1 057
232 369(84) 392(84) 18(82) 312 547(82) 121
362(84) 890(84) 1 269 55 521(84) 760(82) 122
252(80) 390(84) 326 76(79) 336(84) 621(80) 175
3.0 2.3 2.6(82) 1.5 0.5 1.8(82) 1.6(82)
9.6(82) 6.4(84) 8.0 10.1 11.2 31.7

16.2 8.9 5.1 (83) 11.9 6.5
13.6 10.2 4.4 46.0 9.5 7.4 32.3

23 508 29 316 25 812 7 116 94 224 217 884 8 700
14.9 31.9 26.6 14.3 20.7 6.7 13.8
5.3 1.3 -0.5 23.5 0.7 3.7 6.9

28 800 26 340 29 376 10 908 105 180 325 728 10 200
18.2 28.7 30.2 21.9 23.1 9.9 16.2
2.6 -1.6 0.0 13.9 0.5 9.5 -3.8

12 709 4 135 18 520 1 429 10 297 33 517 1 247
5.4 1.9 7.8 1.6 1.2 1.3 1.5

4. 12.85



EMPLOYMENT OPPORTUNITIES
Economics and Statistics Department 

OECD

A. Administrator. A number of economist positions may become available in 1985 in 
areas such as monetary and fiscal policy, balance of payments, resource allocation, 
macroeconomic policy issues, short-term forecasting and country studies. Essential qualifi
cations and experience: advanced university degree in economics; good knowledge of 
statistical methods and applied econometrics; two or three years experience in applied 
economic analysis; command of one of the two official languages (English and French). 
Desirable qualifications and experience also include: familiarity with the economic problems 
and data sources of a number of Member countries; proven drafting ability; experience with 
the estimation, simulation and implementation of computer-based economic models; some 
knowledge of the other official language.
B. Principal Administrator. A number of senior economist positions may become 
available in 1985 in areas such as monetary and fiscal policy, balance of payments, resource 
allocation, macroeconomic policy issues, short-term forecasting and country studies. Essential 
qualifications and experience: advanced university degree in economics; extensive experience 
in applied economic analysis, preferably with a central bank, economics/finance ministry or 
institute of economic research; good knowledge of statistical methods and applied econome
trics; command of one of the two official languages (English and French) and proven drafting 
ability. Desirable qualifications and experience also include: experience in using economic 
analysis for formulating policy advice; familiarity with a number of OECD economies; 
experience in using econometric models; good knowledge of the other official language.
These positions carry a basic salary (tax free) from FF 171 284 or FF 211 318 (Administra
tor) and from FF 242 960 (Principal Administrator), supplemented by further additional 
allowances depending on residence and family situation.

Initial appointment will be on a two or three year fixed-term contract.

Vacancies are open to both male and female candidates from OECD Member countries. 
Applications citing reference “ECSUR”, together with a detailed curriculum vitæ in English 
or French, should be sent to:

Head of Personnel 
OECD
2, rue André-Pascal 
75775 PARIS CEDEX 16 
France



OECD SALES AGENTS
DÉPOSITAIRES DES PUBLICATIONS DE L'OCDE

AR G E N TIN A  -  ARGENTINE
Carlos Hirsch S.R.L.. Florida 165. 4° Piso (Galeria Guemes)
1333 BUENOS AIRES. Tel. 33.1787.2391 y 30.7122 

A U S TR A L IA  -  AUSTR ALIE  
D A  Book (Aust.) Pty. Ltd.
11-13 Station Street (R.O. Box 163)
M ITCHAM. Vic. 3132. Tel. (03) 873  4411
A U S TR IA  -  AUTRICHE
OECD Publications and Information Center
4 Simrockstrasse 5300  Bonn (Germany). Tel. (0228) 21.60.45
Local Agent /Agent local :
Gerold and Co.. Graben 31. W IEN 1. Tel. 52.22.35
BELGIUM -  BELGIQUE
Jean De Lannoy. Service Publications OCDE
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