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MeTd to 1975 oL TMEPLOCOTEPEC OVEMTUYHEVEC XWPEC OLOPOWOAV TLC QGVLOOPPOTLEC
MOU TMPOKAAECE N TMPWTN EVEPVELAKA KPLON OTNV oLkovouta Touc. 3tnv EAAGDQ
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TETOLO TIPOOAPUOYA BEV €yLve. Aev €yLve MPOOMAGBELA VA OVILUETWNLOBOUV OL dLap-
BOWTLKEC adUVauteq TOU ELXOV OWPPEUBEL amd Wta TaxupuBun peV AAAG OTPEBAR OLKO-
vouLkh avamtuin. AvtiBeta ouvextoBnke upLa MOALTLKA Tou oTtnpetZOTav KATA KUPLO
Adyo, oTnv avZnon Tng LOLWTLKAC KATOVAAWONG KAL OTLC EMEVOUOELG OTLC KATOL-

KLEC.

H deltepn evepyeLakh kpton to 1979 6Zuve ta mpoBAAuata. Mpocappuoyh MAAL dev
€yLve, Touvavitov otnv meptodo 1979-81 ocuvextoBnke uL@ MOALTLKA QUYAC UE QTO-
TEAEOPA TNV MEPOALTEPW MTWON Twv emevdloewv kat tnv av&non tncg dandvng.

H kuBépvnon tou MAZOK oto Télog tou 1981 €dwoe mpotepaLdTnTa oTnv AuBAuvon

TOV KOLVWVLKOV GVLOOTATWY TOU £LXav OWwPeuBet €mt 0cLpd dekasTLWV. H avaBoAn
OUWGC TNG TPOOAPUOYAC BEV pmopoUoe va ouvexLoBet. EAAetppata Tng TAENG TOU

2,4 xar 3,3 dL0.00ANGpLa OTLG £EWTEPLKEC OUVAAAAYEC TNG Xwpag to 1984 kair 1985
odAynoav o duoBaotaktn avinon tou €ZwTePLKOU XpEouc. H dLathApnon Tou mAnBw-
pLopoU 0To 20% OAuALVE OUVEXA AMWAELO €EWTEPLKOV QYOPWV KAL EVEOXUON TOU

@auAou KUKAOU UTOTEUNONC-TIANBWELOOU=-UTOTEUNONG. SAUEPG 0 kabe EAAnvacg mAn-
poveL 0To £Ewteplkd 40.000 dpx. meptmou yia va €EumnpetnBet To €EWTEPLKG XPEOC.
ML'outé koL tov OktwBen Tou 1985 n KuB&pvnon mMPoXweNnoe OTNV AVAYKOLG TPOCAPUO-=
YA UE TO OLETEC O0TOBEPOMOLNTLKO TPOYPOUUA .

H otaBepomotnon amoBAEMEL va peLWOEL TO €EWTEPLKO EAAELUPA KaAL TOV TANBWELOUG
KaL £TOL OE OUVOUQOWMO UE ULG OELPG OTO BLAPBPWTLKEE BEATLHOOELC VA dNULOUPYACEL
TLC TpoUmoBEoeLc yLa oLkovouLkh avantuin. Ta péoa mou xpnoLpomoLouvtal €tvat

0 OUVBUAOWOC TNG OUVAAAAYUATLKAG HE TNV ELOOBNUATLKA TOALTLKA, TOU SLAQUAGOOEL
TNV aVTAYWVLOTLKOTNTA TNG OLKOVOWLOG, KABWE KAL ONUOOLOVOULKA KOL VOULOWOTLKA
MOALTLKA PE OTOXO TOV MEPLOPLOMO TWV EAAELUUATWV TOU dNUOCLOU TOUEA KAL EAEYXO
TNG PEUOTATNTAC TNG OLKOVOULAG.

0L e€eAi&eLc Tou 1986 delxvouv kabopd OTL n mopeta tTnC oLkovoutag €xeL TEBeL
nmpoc TNV emLBuunth katevBuvon.

Ta 300 Baolkd mMPOBAAUATA MOU TO TPOYPOMHA OTABEPOTOLNONG EEXE VA AVTLUETWNLOEL
ATav 0 MANBwPLOWAG KaL TO EAAELupa Tou Looluytou MANPWHGV. Lo Tov MANBwPLOuO
f¢oaue 0tdx0 mMooootd 16% omd TNV ApXA WC TO TEAOC Tou 1986, o oxéon ue to 25%
Tou 1985. Ma TO £AAELUUA TPEXOUOWY OUVOAAGY®OV TOU LOOZUYEOU TANPWUWV BECAUE

otoxo 1,7 dLo doAAGpLa to 1986, £vavti eAAetpupatoc 3,3 dLo.doAAaptwv Tou 1985.
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Ta otoLxeta deLxvouv OTL 0dnynBAKAUE KOVTA O0TOUC OTOXOUC WOC, TOO0O o' ekelvov
Tou 16% yLa Tov mMAnBwpLoud 600 KaL 0To 0TéXo Tou 1,7 5L0.50AAAPLWY YL TO
EANELUHA TPEXOUOWY OUVAAAAYOV. H omoKALudkwon Tou TANBwPLOUOU KaL N pelwon Twv
eMeLupdtwy katd to 1986 €yLve xwptc al&nan tnc avepylac (QvTiBETO, WE WLKPA
uetwon) kot pe ad€non tou A.E.M. kaTd uLoA-TEepEMOU TOoOGTLALA [0V&da.
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OIKONOMIKH MOAITIKH I'TA TO 1987

To nepLBAAAOV pEoa OTO OMOLO KLVELTAL Opa KOL AVOMTUOOETAL HLO XWPa EMNPEGZEL
AMOPAOLOTLKA TLG EOWTEPLKEC OLKOVOULKEC €EZeAt&elg. OL TMEPLOPLOWOE TOU BLEBVOUC
nepLBAAAOvVTOC €lvaL akOpa mMLO €vTovoL, OTAV TMPOKELTOL yLA LA PLKPA OVOLKTH
oLKovouta Owng n €AANVLKA.

0L xowpeg Tou 003A £xouv pmet oe @don Bpadetoag oAAG OTABEPAC OLKOVOULKAG avamtu-
Enc pe moAU xaunAodg puBuolc TANBWELOMOU. H MPAYUATLKOTNTA QUTA HOGC UTIOXPEWVEL
va S0O0UUE MPWTOPXLKA ONuActa oTNV KOTOMOAEUNON TOU TMANBWELOUOU, TPOKELUEVOU

VO ano@Uyoupe dLOPBWTLKEC MOPEUBACELC WE OUVEXELC OLOALOBAGELC A UMOTLUATGELC
Tou €Bvikoy voutopatog. Mpémel va pmodue 600 yEveTaL ypnyopdtepa Ot pta @aon
avakopPng, SLOTL OTNV QVTLOETN MEPLMTWON TO TEXVOAOYLKG XAoua UETAZH TNC XWPAC
HOC KOL TWV OVTAYWVLOTPLWV Xwpwv 6a SLEUPUVETOL, UE GMOTEAEOUA TNV UTORABULON
NG XWPAC OTO BLEBVA KATAUEPLOWG €PYOOLOC.

EtvaL yvwotd, OTL emevduoeLc Kot olyxpovn texvoloyta aAAnAoeZaptwvTal KoL OTL
uLa 2

yLO VO UTOpEoOUME VO kepdLoouue xaAlTepn B€on otn SLeBVA ayopd, Ba TPEMEL va
2 r 7 ! r o 2 2

oUEROOUPE TO pePtdLO Twv emevduoewv oto AkabapLoto Eyxwpro lMpotov. H auv€non

Twv enevdloewv Ba amoteAet pta mMOAU mLo €BkoAn uméBeon am’ OTL OAUEPA, EQV

5L0pBwBoUV OL QaVLOOPPOTMLEC TOU XaPOoKTNPLZouv TNV €AANVLKA OLkOvouta, €av QTA-

gouue OTO onueto, Omou :

(a) 0 mMANBwPLOUGC MANOLACEL TO WECO 6pO TWV Xwpwv Tng EOK.

(B) To éAAeLppa Tou dnudaLou Topéa, wg TMooootd oto A.E.M. otaBepomoLnbet o€
HOVOYAPLO apLBUO.

(v) To éAAeLppa tou Looluytou TPEXOUOWv CuvaAlay®v etvalL TOOO, WOTE VO XPNUATO-
50TELTAL WE TNV QUTOVOUN €LOPOA LOLWTLKOV KEQaAatwv (£ELOOPPOMOLNTLKOG
BaVELOUOG PNdEV).

0L mopamavw koTteuBlvoelc amoteAolv KaL TOUC BaoLkoUC GEOVEC TNC OLKOVOULKAC
pac MOALTLKAC yLa to 1987.
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Mo avOAUTLKG

OL otdxoL pac yia tTo 1987 etval

(1)

(2)

(3)

Suykpatnon tng avZnong tou A.T.K. petofd AekeuBptou 1986 kair AskeuBptou
1987 oto 10%.

Metwon tou eAAetppaToc Tou Looluytou TpeXxouowv cuvaAhaydv ota 1.250, wote
va TANOLAoOUYE TO VYOG TNG AUTOVOUNG E€LOPOAGC KEQAAALWV amé TO EEWTEPLKO
(1-1,2 dL0.50AAGpPLO).

Metwon tou eAAetppatoc Tou dnuAcLou Touéd, w¢ mooootd oto A.E.M. kata 4
MOOOOTLALEC HOVADEC, WOTE va omeAeuBepwBoldv mépoL mou Ba pmopolv va dLate-
800V yLO TNV EMEKTAON TwV £ZAYWYWV HAGC KOL TNV UTOKOTACTOON TWV ELOAYWYOV
pac, oupBaAldovtac £€toL otn BeAtiwon Tou Looluytou TANPWUGV.

FLa TNV EMLTUXELO TWV MAPOTAVW OTOXWV, TA HEGA OLKOVOHULKAC MOALTLKAC Tou 6a

XPNOL MOTIOL ACOUPE €L VaL

(a)

(B)

0 MpolimoAoyLouég. Omwg avamtixBnke dLeZodLka, o MpolmoAoyLoude ouvextletl
TNV MPOOMAbeLa Petwong Twv domavev, avinong twv £06dwv KAl dLkaLdTePNnG
KOTAVOUAC TOU QOPOAOYLKOU BAPOUC.

H tdLa £L00dNUATLKA TMOALTLKA TOU £QOPUOOTNKE KalL Katd to 1986. H ouvéxion
TNC MEPLOPLOTLKAC ELOODNUATLKAC MOALTLKAC €tvaL, map’ OA0 TO KOLVWVLKO
KOOTOC TOU OUVEMAYETAL, emLBeBAnueEvn. Kabe avZnon twv XPNUATLKWOV £L00dN-
HATWV 0€ UYNAGTEPO EMEMEDO OMO EKELVO TOU EXEL TEBEL WG OTOXOC YLG TOV
mAnBwpLoud, Ba emLdpacel apvntLkd TO0O 0TOV TMANBwPELOUG -Ba TOV EVLOXUOEL-
000 KaL 0TO Lo0ZUyLO TPEXOUOWY ouvoaAAaywv -8a auZAoeL TO eAAELuua.

H avZnon Ba emLBaplvel TO KOOTOC MOPAYWYAG kat oTo Badud mou autd Ba dia-
HopQWBEL oe UYNAOTEPA eMEMEda AMG EKEELVO TWV AVTOAYWVLOTPLOV XWEWV, OTWG
OUVERN 0TO MAPEABAV, Ba HOTALWOOUHE TNV MPOOTIABELA YyLO TEPLOOOTEPEC £€ayw-
VEC KAL UTIOKATAOTOON ELOAYWYOV.

H €L008NUOTLKA TMOALTLKA B0 TPEMEL VO OUVEXLOTEL £TOL WOTE va dLoatnenbet n
avTLTANBWELOTLKA @0pa. 0 ouvdUAOOC TNC €LOOBNUATLKAG TOALTLKAG WE TN OUVAA-
AQyHOTLKA TOALTLKA Ba MPEMEL VA OUVEXLOTEL OE TPOMO WOTE va dLatnenBet n
AVTOYWVLOTLKOTNTA TNG €AANVLKAC oLkovoutag oto emenedo tng 11ng OktwBptou
1985 - nuepounvta TNG UMOTEWNONG KATA 15% - koL va OPEPOUNE TA OQEAN TNG
HEYAAUTEPNC AVTAYWVLOTLKOTNTAG, TMOAAG amd Ta omota Ba TG MPOOTMOPLOTOUUE

yLa Tpwtn @opd to 1987. Ioxuptlovtal TMoAAOL, OTL OL ULOBWTIOEL OTN XWPA WAC
£XOUV ULKPRA OUUUETOXA OTO KOOTOC TWV TMPOLGVTIWV KAl OTN dLaudpewon Twv TLHOV,
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apa KaL 0 EAEYXOC TWV €£LOODNMATWV €LvalL Xwplc €vvolra.

Auté etval ouyxpdvwg avakpLBéc kat eAAiméc. Elvar avakpiBéc, viatl, evd uev
yLO pta €mEXeLpnon TO Gueoo epyatikd kAoToc pmopel va etval €va OXETLKG pLKPO
M0000TO TOU OUVOAOU, TO EHPETO €PYOTLKO KOOTOC MOU E£VOWMATEVETAL OTG ayabd kat
UTINPECLEC TOU ayopalel n €MLXELPNON yLG TNV MOPAYWYA TNC MPEMEL emionc va
AapBavetatr umdyn. H onuacta tou e€pyoTLkol kOOTOUC yEveTal TOTE MPOWAVAC.

EfvaL eAALmég, yiatt mapaBAémel OTL AGUEOO KOL APPNKTO OUVIEUEVN PE TNV  €LOO-
dNUOTLKA TMOALTLKA €tval n ouvaAAaypotikh TMOALTLKA, N omota kaBoptlel TO dpaxul-
KO KOOTOC TWV ELOAYOUEVWY TPOLOVTWY, KOBWC emiong kaL N MOALTLKA yLa TLC

TLUEC TWV aypOTLKWV mpoidviwv. Euueoa de, etval ouvdepévec pe TNV €LOOdNUO-
TLKA TOALTLKA KaL OL TLWEC TOU OL E€AEUBEPOL EMAYVEAUATLEC XPEWVOUV yLA TLC UTN-
PEOLEC TOUC, YLATL QUOLKG dev AeLtoupyodv oto kevd, otnptlovial otn CATNGN TOU
avomTyooETAL 0TNV UMOGAOLTIN OLKOVOuLA.

EToL n £L00dNuATLKN TMOALTLKA €tval 0TO EMLKEVTPO €vOC aAAnAévdetou mAEypaToc,
mou KaAUTITEL 0XedOV TO OUVOAO TOU KOOTOUC TNC TMOAPAYWYAC kal eZooket deomd-
Zouoa EMLPPOA TOOO OTLC TLUEC OTNV EOWTEPLKA ayopd 000 KAL OTNV GVIAYWVLOTLKO-
Tnta otn dLeBvA ayopd. EAeyxog Tou TMANBwELOMOU £LvaL OVEQLKTOC, OV DEV €mML-
dLWEOUPE VO OMACOUME TN OMELPOELDA OXEON ULOBOV-TLUWV KAL WE TNV ELOODNUOTLKA
MOALTLKA.

SUVAAAQGYHOTLKA TMOALTLKA. H OUvaAAQypOTLKA TMOALTLKA TOU aKOAOUBABNKE amd tnv
urotepnon tov OkTwRpLo 1985 €xeL oxeddv omdAutn SLagdvera kat BéRara etvat
dLOYAVEDTEPN am’OTL ATAV TPONYOUUEVEC EMOXEC. SXEBLAOTNKE KalL £@apudZetat
£TOL (OTE va £LvalL OUVEMAC MPOC TO OKOTO TNG MEEWONG TOu MANBwPLOWOU OTOV
ETAOLO OTOXO0, WOTE VO OLATNPENOEL N AVTAYWVLOTLKOTNTO TNG €AANVLKAC OLKOVOMLAG
TOUAGXLOTO OTO EMEMEDO MOU EMLTEUXONKE pe tnv umoteunon 15% tov OKTWRELO
1985. H tdLa mOALTLKA Ba akoAouBnBet To 1987. 0 okomdg dLaTAPNONG TNG avia-
YOVLOTLKOTNTOC amaLTEE dLOALOBNON TN dPAXUAC VLG VA OVTLOTABULOTEL n TaXy-
TEPN avinon tou epyatikoy kootoug otnv EAAGSG, 0t oUykpLOn PE TLE AVTAYWVE-
OTPLEC XWPEC.

NOULOMATLKA KAL MLOTWTLKN MOALTLKA. H vOULOMATLKA MOALTLKA 6a €lvaL GUVEMAG
MPOC TOUG OTOXOUC VLG TOV MANBwPLOUG KaL TO LGOZUYLO TMANPWUAGV,

yLO VA Unv UTIOVOUEUOvVTaAL oL oTdxoL amd umepBaAAouca ZATNON TGU TPOYOBOTELTAL
and tpanelLKEC MLOTWOELG. H MLOTWTLKA emékTaon dev Ba mpémel va umepBet

nocootd 11%.
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0L mopamdvw emLdLWEELC €XOUV OXEDLOOTEL UE BAON OPLOPEVEC UMOBECELC. Ba AVAPEEW

UOVO UEPLKEC amb QUTEC :

(1) n TLuR tou meTpehatou Ba etval katd pedo 6po 16 doAAdpra ava BapéAr CIF,

(2) n vootipla tou SoAAaptou Ba dLatnendet ota emimeda tou NoeuBptou tou 1986,
EVOVTIL TOV GAA®V KUPLWV VOULOUATWV,

(3) oL ayopéc Twv XwpWv otLc omotec e€Edyouue Ba emektabolv katd 2,5%,

(4) n pakpompdBeoun MANBWPLOTLKA EMEMTWON OmMd TNV €@apuoyh tou O.M.A. dev Ba
gtval TMOAU ONUAVTLKA.

Autég etval uToBEoELG yLa EEEALEELC TLC OMOLEC €HELC €AAXLOTO  WTOPOUME VO ETIN-
pedooupe. OL umoBgoeLg autég £yLvav pe BAon TLG KAAUTEPEC BUVATEC MANPOYOPLEC
mou dLabétoupe, aAAd, av amodeLxBolv onuaviikd AavBaouévec, Ba kdvouv TNV Emt-
TeUEn Twv 0TOXWV MOC TILO dUoKOANn A mLo eUkoAn, avaAoya pe TO €dv n omékALon Twv
VEYOVOTWY QMO TLG UTOBEOELG WOG €EvalL DUOUEVAC A EUUEVAC.

To tovilw autd, yLa va yivel aviLAnmtd £va mpogavéc aAAd kaL BaoLkd onueto, OTL

n mopeta TNC OLKOVOULAC MPOC TOUC KOBOPLOWEVOUC OTOXOUC UMOKELTAL OF LOXUPEC
efuyevelc emtdpdoeLc. Otav kpivel AoLmOv KAVELC TLC OLKOVOULKEG €ZeAiEelc, MPEMEL
va umoAoytZel owoTa TO POAO TWV E£EWYEVOV DUVAUEWV.

STn OLdpkela Tou 1986 £yLve onuAVTILKA TPOOMABELG yLa Vo TPowdnBolv dLOpBPWTLKEC
aAAOVEC, VO EKOUYXPOVLOTEL 0 MAPOYWYLKOC WNXAvLOpOC Kal va umoBonBnBet n avamntu-

I
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Ta mpoBAAuATa To omota avTLueTwnLZeL N OLKOVOULG pOC €LvalL OKOUN ONUAVTLKA Kat
Ba mopapetvouv onuaviikd. Frati n kpton dev ogetAetaL oTn ouykupta. OQEtAsTaL

4 )d ? )i » 2’ b d
otn otpeBAR avantu&n JEKAETLWV, O OLOPOPWILKEEC OGDOUVAULEC. TA TPORAAUATO OMHWG,
do0 dUokoAa kaL av etval dev elval afemépaota. Mmopolv va AuBodv, av SouAEyouue
Ue yvlon TOuC, UE O0TOXO TNV avAMTUEn, ME OUOTNUO KAL OUVEMELO, XWPLG TAAAVTEUOELC
KAL MLKPOMOALTLKOUC UTOAOYLOMOUC.



INTRODUCTORY NOTES OF THE MINISTER OF NATIONAL ECONOMY MR.C.SIMITIS

After 1975, most of the developed countries corrected the imbalances in

their economies caused by the first oil crisis. In Greece, such an adjustment
did not take place. Nor were efforts made to confront the deep-seated structural
weaknesses which had been accumulating through a fast but distorted economic
development. On the contrary, policies based primarily on private consumption
and housing investment increases continued to be pursued.

The second o0il crisis in 1979, aggravated the problems.In Greece, again, no adjust-
ment was made; a policy of flight continued to be implemented instead, leading
to a further fall in investment and to a rise in consumption.

The PASOK Government, at the end of 1981, gave priority to narrowing the long-
standing social inequalities. However, it had become obvious that a postpone-
ment of the adjustment was no longer possible. Deficits in the external
accounts of the country of the order of $§ 2.4 and $ 3.2 billion in 1984 and
1985 respectively, had led to a heavy increase in external debt. The existence
of an inflation rate of 20% meant a constant loss of export markets and a per-
petuation of the vicious circle "devaluation-inflation-devaluation". Today,
every Greek is paying about 40.000 drachmae in order to service the external
debt. Confronted with this situation, the Government opted for the necessary
adjustment by implementing in October 1985 a two-year stabilisation programme.

The stabilisation package aims at reducing the external current account deficit
and the rate of inflation so as, in conjunction with a series of structural im-
provements, to create the prerequisites for sound economic development. The
instruments used to this end, are the combination of the exchange rate policy
and the incomes policy, designed so as to maintain the competitiveness of the
economy, as well as budgetary and monetary policies aiming at reducing the
public sector deficit and at controlling the Tiquidity of the economy.

The developments in 1986 show clearly that the course of the economy has been
set to the desired direction.

The two basic problems the stabilisation programme was designed to tackle were
inflation and the external current account deficit. For inflation, we set the
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target of 16% (from the beginning to the end of 1986) against 25% in 1985. For
the deficit in the current account we set the target of § 1.7 billion against
a deficit of $§ 3.3 billion in 1985.

The evidence shows that we have approached the targets : we are close to the

16% target for inflation and to the $ 1.7 billion target for the current account
deficit. It is important to note that the deceleration of the inflation and the
reduction of the deficits in 1986, were achieved without a rise in unemployment,

(on the contrary, the rate of unemployment declined slightly) and with approxi-
rnately £,5% GDP growth.

Economic Policy for 1987

The environment in which a country exists, operates and develops, influences
decisively the internal economic developments. The constraints of the world
environment are even more strenuous when it comes to a small open economy
1ike that of Greece.

The OECD countries have already entered a phase of slow but steady economic
growth with very low rates of inflation. This fact obliges us to attach

primary importance to combatting inflation in order to avoid corrective inter-
ventions through continuous sliding depreciations or devaluations of our national
currency. We must fight inflation and enter a phase of recovery as soon as
possible; otherwise the technological gap between our country and the competitor
countries will continue to widen, Teading as a result to a deterioration of the
position of the country in the international division of labour.

It is known that investment and modern technology are interdependent and that
in order to achieve a better position in the international market, it is nece-
ssary to increase the share of investment in the GDP. The increase in invest-
ment, however, will be a much easier task than it is today, if the imbalances
which characterise the Greek economy are corrected, if we reach a stage where :

a) Inflation approximates the EEC average level;

b) The public sector deficit, as a percentage of the GDP, stabilises at

a one-digit figure;




c)
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The external current account deficit can be financed by the autonomous
private capital inflow (no accommodating borrowing).

The above directions constitute the basic axes of our economic policy for 1987.

More specifically, our targets for 1987 are :

To contain the increase in the Consumer Prices Index, from December 1986
to December 1987, to 10%;

To reduce the external current account deficit to $ 1.250 billion so as
to approach the level of the autonomous private capital inflow
($ 1 - 1.2 billion);

To reduce the public sector deficit, as a percentage of GDP, by 4 per-
centage points, thereby freeing resources which will become available

for export expansion and import substitution and thus improving the balance
of payments.

To attain the above targets, we will use the following instruments of economic

policy :

(a)

Budget. As thoroughly explained, efforts are continued in order to reduce
expenditures, to raise additional revenue and make the distribution of

tax burden fairer.

Incomes policy. Incomes policy will be the same as that implemented in 1986.
Strict enforcement of the incomes policy introduced in October 1985 is
essential, despite the social costs and sacrifices it involves. An in-
crease in money incomes at a higher level than the targeted one for the
inflation, will have a negative impact on both the inflation and the ex-
ternal current account. Such an increase would also affect costs of pro-
duction, and to the extent that these costs would be at higher Tlevels than
the ones in the competitor countries (as the case was often in the past),
would offset our efforts for more exports and for import substitution.

The incomes policy will have to be continued so as to sustain the anti-
inflationary momentum. The combination of incomes policy and exchange
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rate policy will have to be continued so as to maintain the competitiveness
of the Greek economy at the level achieved on 11 October 1985 - the date

of the 15% devaluation - and thereby reap the benefits of greater competi-
tiveness, a great part of which will take place for the first time in

1987. Some have argued that wage-earners in our country do not affect
significantly the cost of goods and the determination of prices and that

incomes control is therefore meaningless.

This argument is both inaccurate and incomplete. It is inaccurate because,
while on the one hand direct labour cost for a company may be a relatively
small percentage of the whole, indirect labour cost embodied in goods and
services purchased by the company for its production needs should also be
taken into account. The importance of labour cost becomes then obvious.

It is incomplete because it disregards the fact that the exchange rate

policy is directly and indivisibly connected with the incomes policy. And

it is the exchange rate policy that determines the drachma cost of imported
goods, as well as the price policy for agricultural products. On the other
hand, the prices charged by free professionals for the services they

render are indirectly connected with the incomes policy, as it is obvious
that they do not operate in a vacuum, but they base their behaviour on demand
developments in the rest of the economy. So, the incomes policy is in

the epicenter of an interdependent network, covering nearly the total of

the production cost, playing a dominating part in the determination of

prices both in the domestic market and in the international market as regards
competitiveness. The control of inflation is unattainable, unless we strive
to break the spiral wages-prices relation by using the incomes policy as

an instrument.

Exchange rate policy. The exchange rate policy which has been followed

since the devaluation of October 1985 is almost completely transparent,
certainly more transparent than in the past. It was designed and is im-
plemented so as to maintain the competitiveness of the Greek economy (at
least at the Tevel attained by the devaluation of 15% in October 1985) and
at the same time to be consistent with the target of reducing the annual
rate of inflation. The same policy will be followed in 1987. The objective
of maintaining the competitiveness requires a sliding depreciation of the
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drachma to offset the faster increase in labour costs and prices in
Greece than in the competiror countries.

(d) Monetary and credit policy. The monetary policy will be consistent with

the inflation and balance of payment targets; consistent in order to
prevent these targets being jeopardised by excess demand fed by bank
credit. The credit expansion should not exceed 11%.

The above objectives have been designed on the basis of certain assumptions. I
will mention just a few of them :

1) The price of 0il will average $ 16 per barrel CIF;

2) The dollar rate will stay at its November 1986 level vs. other major
currencies;

3) The markets of the countries to which we sell our exports will grow by
2.9D% s

4) The long-term inflationary impact of the introduction of VAT will not be
very significant.

These are assumptions about matters on which we can have Tittle influence. We
have made these assumptions on the best information available, but if they turn
out to be substantially wrong, they could make the attainment of our targets
more difficult or easier, depending on whether the deviations of the facts from
our assumptions are unfavourable or favourable.

I am emphasizing this in order to make the obvious but important point that the
course of the economy towards the set targets is subject to strong exogenous
influences. And, in judging how the economy is progressing, due allowance must
be made for these exogenous forces.

During 1986 considerable effort was made to bring about structural adjustments,
to modernise the production apparatus and to support the process of growth and
development.

The problems our economy faces are serious (and will remain so). Because the
crisis is not simply due to a conjuncture. It is due to lTong-standing structural
weaknesses and a distorted economic development. Difficult as the problems may




seem, they are certainly not insuperable. They can be resolved provided we
are determined to comprehend them and work systematically and consistently,
without hesitancy and short-term political calculations, toward a sustainable

growth.




