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Conference

Saving Greece:
Lessons from the past,
challenges for the future

Professor Kevin Featherstone - In-
troduction to challenging Issues

“The Greek crisis has lasted eight
years, seen four prime ministers and
a greater number of finance ministers
and it is now time to take stock and
consider implications for the future
and more importantly ask the question:
how far has policy changed in eight
years?” pointed out Professor Kevin
Featherstone, chairing the panel.

Unfortunately, the only consistent in
the crisis is that there is no real exit and
what is making matters worse is that
the government is locked into a cer-
tain policy. This arises because of the
prevailing attitude and strategies of in-
dividuals, politicians, the political class,
institutions and leadership.

Who is to blame for this situation? In-
herently, the fault lies with individuals
and institutions, both domestic and in-
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The Hellenic Centre location in London was the backdrop of a
gathering of academics, economists, journalists, both English
and Greek, bringing together a wealth of knowledge and analy-
sis, to address some of the pivotal issues of the Greek economic
crisis. Organised by the Macedonian Society of Great Britain,
the panel used their different strands of expertise to examine
the crisis and the impact of the economic, political and social

challenges that Greece is currently facing

By Eugenia Anastassiou

ternational. Change has to come about
in Greece, but it also has to be adapt-
able to the demands of the eurozone.

Structural reform of all institutions in
the country must take place and fur-
thermore be consistent and far-reach-
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ing, in order to escape from the exist-
ing crisis.

Professor Featherstone presented
the “what if” scenario: If the IMF/ECB
and Berlin showered Greece with more
money, would the government use it




wisely, would they administrate this
euro windfall responsibly, restructur-
ing and creating a more sustainable
future?

Regrettably, the words and outlook
of former Deputy Prime Minister, Theo-
dore Pangalos “mazi ta fagame” (we
all ate it together) still haunts Greece,
and not only that; it also apportions
the blame to the rest of Greek society,
with not one person being “innocent”
of contributing to the current crisis -
change has to come about from both
individuals and leadership.

Crisis in the context of history

One of the problems in dealing with
the effects of the crisis, stressed Pro-
fessor Stathis Kalyvas, is that there is a
general lack of knowledge and under-
standing of modern Greek history. Be-
cause this predicament has been faced
by Greece several times in the past, it
follows certain historic patterns:

1828-1830: The aftermath of the
Greek War of Independence

1897: The aftermath of Greek/Turkish Wars
1947-1950: Post World War Il, Civil War

These pivotal events in modern Greek
history are interconnected, since they
were all major disasters and Greece
ended up bankrupt. However, despite
these catastrophes, Greece had the re-
silience and ability to overcome them
and escape, not just from the adversity
of its history but also from the difficulty
of its geography.

The overall story of Greece is of an
“upstart” nation struggling to become
modern. In general, emerging out of
empire tends to make countries worst
off, not just economically but in all other
aspects; however, comparatively speak-
ing, Greece has done better than the
other former Ottoman colonies. Meas-
ured against its peers in the Balkans and
other post-Ottoman states, it has done
very well. It achieved independence
against poor odds and over the com-
ing decades built democratic institu-
tions, it overcame a traumatic Civil War
and oversaw a remarkable rise in living
standards in the 1950s and 1960s.

The main reason being Greece hitched
itself to the West from the outset of its
independence, which helped it over-
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come extreme poverty — this external
assistance was a pivotal contribution to
the process of Greece’s modernisation
and, as time went on, a factor which
ended up in joining the ambitious eu-
rozone project.

The IMF would prefer that any
money left over as a result of
pension cuts and tax reforms

should be spent on cutting taxes
and invested in social programmes,
education, health and towards
boosting the economy, rather than
repaying the debt.

Of course, compared to its North-
ern European neighbours, Greece has
not done so well. Especially ever since
Greece’s 1974 transition to democracy,
which has been a story of three decades
of “stop-start” reforms, which has had
major political and institutional conse-
quences, which we are seeing today.

There have been changes in Greece’s
economy, society and politics to bring
its institutions and policies in line with
more developed European countries,
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and attitudes of Greek parliamentarians

but others have been sporadic and
vague, especially in taxation, pension
and civil service reforms. Attempts to
introduce change had fuelled system-
atic resistance from organised interest
groups over the years, contributing to
the Greek malaise.

Professor Kalyvas cited the report,
very appositely titled “Wanted: A Mira-
cle in Greece”, which was written in
September 1947 by Paul Porter, a US
diplomat and President Truman's en-
voy to Greece.

However, despite these “gloom and
doom” scenarios the Greeks have man-
aged to emerge and overcome pre-
vious similar crises and furthermore
found themselves in a better position.

Eight years ago, everyone was talking
about the political and financial Arma-
geddon of Grexit, but eight years later
Greece is still in the eurozone and this
proves a certain resilience on the part
of the Greeks, especially in this time of
long-term, imposed austerity.

There is of course no escaping the fact
that there has to be deep-seated reform
in fundamental institutions and ideally
internally — and this means everything,
not just economically or politically.
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Analysing the political background

The Greek public’s mistrust of political
parties has been a fact of life, even be-
fore the recent crisis. During the period
of 2001 to 2009 it was provoked by the
political scandals of the two main gov-
erning parties, PASOK and Nea Dimokra-
tia, insisted Dr Chrysa Lamprinakou.

After the first bailout in 2010 there
was a significant drop to 50% in trust in
the political system and today it is at an
all-time low of 10% — with the last elec-
tion seeing the highest rate of absten-
tions ever, at 43%.

In addition, there have been other fun-
damental changes in the Greek political
scene. There has been a steady decline
in support of the traditional two parties;
in 2009 they had 97% of the vote, the
major shock being in 2012, when they
were unable to form a coalition and the
historically entrenched two-party sys-
tem just collapsed. In 2015, both PASOK
and ND combined had a 64% share of
the vote, with the new parties, such as
SYRIZA, having 30%.

With this changing political landscape
in the Greek parliament in 2012, 51% of
MPs were newcomers, but it is interest-
ing to see what is the background of
those who have been elected recently
and to ask the question: what and who
is the new political class?

Traditionally, the largest amount of
MPs were from the professions, eg. law-
yers, doctors, business people, academ-
ics at 61.1%, but now their numbers are
almost halved to 34%. The numbers of
representatives from the media/jour-
nalism has increased from 4.1% to 9.3%
and party or elected officials (such as
former councillors, MEPs, mayors e.tc)
has gone up slightly, from 0.1% to 3.5%.

The biggest difference is the amount
of civil servants currently in the Greek
parliament, from 8.5% to 22.9% — so the
country is being governed by more civil
servants.

Basically, these are “new dogs” per-
forming “old tricks" This new political
class may be younger, more forward-
thinking and progressive, but they
grew up and were educated in the old
political environment with that nega-
tive stance of putting party interests
over national welfare.
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investment banking

It would be ideal that the Greeks could
have a parliament which did not make
the mistakes of the past, meritocracy
replacing nepotism and that there was
a pragmatic approach and cooperation
for the good of the country.

The financial reality

For Simon Nixon, all in all, according
to WSJ figures and projections, from
2015 Greece owes €293.2 billion, pay-
able till 2059.

The breakdown
* European Stability

Financial Fund (EFSF) €131 billion
* Eurozone

governments €53 billion
* Private Investors €36 billion
* European Stability

Mechanism (ESM) €30 billion
* European Central

Bank (ECB) €17 billion
* Treasury Bill Holders €15 billion
¢ International

Monetary Fund (IMF) €12 billion

So far, from February 2015 to April
2017, Greece has paid back €35.4 bil-
lion.

The IMF taking the largest share —
Greece repaying the first bailout pro-
gramme from 2010.

Followed by the EFSF and ECB equal-
ly - Bonds exempted from the 2012
default.

Last repayment is to the ESM.
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She is the author of Greekonomics, a book on the eurozone crises and the
possible impact of Grexit

Treasury bond holders and pri-
vate investors are due to get the first
tranche of repayments from mid-May
till July 2017.

The ‘Catch 22’ situation of the next
bailout is implementing the agreed
package of reforms needed to unlock
the next instalment of cash.

Unfortunately, the lack of economic
growth in Greece and lack of trust in its
economic model, means that the IMF
is not willing to lend, unless there is a
credible plan on Greek debt. The IMF
would prefer that any money left over
as a result of pension cuts and tax re-
forms should be spent on cutting taxes
and invested in social programmes,
education, health and towards boost-
ing the economy, rather than repaying
the debt.

However well-meaning the IMF’s in-
tention, this puts Greece in breach of
EU treaty prohibitions - which require
member countries to bring govern-
ment debt to below 60% of GDP over
20 years — by giving Greece more fa-
vourable surplus targets than its other
hard-up Mediterranean neighbours,
it could create a precedent for further
debt relief demands and exemptions
from other countries.

Greece is rich in both natural resourc-
es and human capital and this needs
investment — examples include devel-
oping health tourism, alongside tradi-
tional tourism - but investors have had
bad experiences in the past, especially
in 2014-2015 and once bitten, they are




twice shy, to come back and provide
further finance.

The fate of Greece is both in the hands
of its people and its government. Only
they can win back investment and en-
act this much-needed growth in the
country; creditors cannot be relied
upon to create this transformation.

If Greece can implement the neces-
sary reforms, restructure and modern-
ise its systems it should be able to stay
in the euro; if not, then it should just
leave.

A positive voice

According to Professor Vicky Pryce,
Greece was not well-served in 2010,
neither by its politicians nor the EU and
IMF; in reality, no organisation was truly
prepared for a eurozone member state
defaulting - in addition to the fact that
the measures imposed on Greece were
too severe and not appropriate for the
country and its circumstances.

Even the IMF expected the Greek
economy to perform better and they
have recently admitted that their pre-
diction was wrong. The issue worrying
Greece's creditors at the moment is re-
garding the fiscal regime: is it suitable
to allow Greece to grow and improve?
One aspect of concern is the scope of
the tax base: is it wide enough?

Contrary to the stereotypical reports
on Greece, it has in fact done well in
some respects. It has reformed signifi-
cantly, fulfilling 80-90% of the required
fiscal repair and structural reorganisa-
tion — but Greece has to go even fur-
ther, to attract that vital foreign invest-
ment.

On the question of corruption both
in politics and society, Greece is not
the only country afflicted. Germany
has had numerous corruption scandals
both in government and business, and
Italy is in @ much worst position, with
exports in the south of Italy now totally
under the control of the Mafia.

The Greeks have shown great forbear-
ance enduring their prolonged adverse
economic situation, but there needs to
be renewed confidence, both in what
they have already achieved and in the
positives — and there are positives, such
as Greece’s natural resources and the
Greeks’ entrepreneurial spirit.

Paul Porter

Professor Kalyvas cited the report, very appositely ti-
tled “Wanted: A Miracle in Greece”, which was written
in September 1947 by Paul Porter, a US diplomat and
President Truman’s envoy to Greece

It is interesting and ironic to note that some of Paul
Porter’s 1947 observations are regrettably true today...

On the Greek civil service:

“I have never seen an administrative structure which, for sheer incompetence and inef-
fectiveness, was so appalling. The civil service simply cannot be relied upon to carry
out the simplest functions of government - the collection of taxes, the enforcement of
economic regulations, the repair of roads.” On Greek political leadership: “Thus the
drastic reform of the civil service is an indispensable condition to getting anything else
done in Greece. But the civil service is just the beginning. There is the far more intricate
and explosive question of the political leadership of the country.”

On organised interest groups:

“Behind the government, is a small mercantile and banking cabal. This cabal is deter-
mined above all to protect its financial prerogatives, at whatever expense to the eco-
nomic health of the country.”

It's been 35 years since Greece's accession to the European Community. Do you think that
Greece's membership in the EU is overall...
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