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Myths and trends:  
The Greek crisis and the external environment
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The environment: trends in the western economies

 Lower rate of productivity increase – post 2000 world

 Private and public debt dynamics

 Technology and globalization: Widening gap between 

incomes within countries

 Politics: blame-game within and across countries
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Greek economy

 “Consumes too much and invests too little”?

 “Public sector too large”?

 Economy not open/innovative enough (low productivity 

and competitiveness)

 Too dependent on the State (esp. indirectly) 

 2016 and 2017 numbers?

 Wrong direction?

 Institutions?



Post 2010 policies: successes and failures 

 Significant success in the areas of government budget and balance 

of payments (‘twin deficits’). 

 Very weak performance for investments and exports.

 The economy has adjusted via an extremely deep recession.

 Increase in competitiveness mainly via a reduction in labor unit 

cost.

 Lack of political support and social consensus for structural 

reforms.

 Public sector has shrunk but still huge administrative burden.



Key Macroeconomic and Financial Figures
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Key Macroeconomic Figures 2009 2013 2014 2015 2016 2016*

GDP -3.1 -3.2 0.7 -0.2 -0.3 -0.4

Unemployment 9.5 27.5 26.5 24.9 24.7 23.9

General Government Balance1 -15.6 -12.4 -3.6 -7.2 -3.1 -3.0

Current Account Balance -14.4 -2.2 -3.0 -0.2 0.6 -0.3

Harmonized Inflation 1.3 -0.9 -1.4 -1.1 -0.3 0.0

Gross Fixed Capital Formation -13.7 -9.4 -2.8 0.7 -0.9 -1.1

1Including State aid to the banking sector on the deficit
* IOBE projections
Sources: Eurostat/European Economic Forecast, spring 2016, European Commission



GDP per capita

Source : AMECO
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Determinants of GDP change in Greece
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Investments
Gross Fixed Capital Formation (% of GDP)
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Source: AMECO

,0

,5

,10

,15

,20

,25

,30

Euro area (12 countries) Greece



Unemployment 
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Sources: Eurostat/European Economic Forecast, spring 2016, European Commission
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Real effective exchange rate
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Real Effective Exchange Rate (deflator: CPI - against 37 trading partners)
Real Effective Exchange Rate (deflator: unit labor costs in total economy - against 37 trading partners)

Source: Eurostat 



Gross value added of Public Sector (% of GDP)
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Source: Eurostat 



Trade balance (Goods and Services)
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Sources: ELSTAT/European Economic Forecast, spring 2016, European Commission
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Openness of Economy (X+M/GDP)
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Source: Eurostat 

* (Exports + Imports)/GDP 



Value vs. Volume of Exports
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Source: Eurostat 

 Change of the value of exports, 2007-2015: +33%

 Change of the volume of exports, 2007-2015: +51%
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Weak contribution of exports to GDP
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Source: Eurostat 



Foreign Direct Investment (% of GDP)
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FDI as a % of GDP

2000-2008 2009-2015

Germany 3.0% 1.7%

Ireland 21.0% 27.9%

Greece 1.1% 0.6%

Spain 4.2% 2.1%

Portugal 3.7% 4.3%

Source: Eurostat
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Investment
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AVG 2010-2015:

 Greece 13.1%

 Portugal: 16.8%

Source: Eurostat 



Privatization Receipts per annum (€ bn)
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*Forecasts for 2015, 2016 Budget, November 2015, Ministry of Finance
•Sources: 1) Targets: Greece, Fourth Review Under the Stand-by Arrangement, IMF, July 2011 2) Actual 2011-2012: Medium-Term Fiscal Strategy 
Framework 2015-2018, Ministry of Finance, April 2014 3) Actual 2013-2014: 2016 Budget, November 2015, Ministry of Finance
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Budget Balance  Eurozone periphery (% of GDP)
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Current account balance – Eurozone periphery (% of GDP)
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Government Debt – Eurozone periphery (% GDP)
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Greek economy prospects

 Positive scenario: increasing consensus and clarity, investment and 

openness, gradual shift to a new growth model, positive interaction 

with EU environment.

 Negative scenario: lack of willingness or ability to implement 

reforms, low liquidity and investment, lingering uncertainty, 

negative external effects. [Risks: (1) political (2) banks (3) Europe]

 Uncertainty is still the key ingredient ; policy credibility.

 Euro-zone participation as the central ‘structural reform’.

 New policy mix; ‘trading off’ reforms for debt relief 
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Forthcoming book

Beyond Austerity: 

Reforming the Greek Economy

Forthcoming, MIT Press, Spring 2017

In Greek: to be released just afterwards

Editors:

Costas Meghir, Christopher Pissarides, Dimitri Vayanos, Nikos Vettas



1. The Greek economy before and during the crisis 
C. Meghir (Yale); C. Pissarides (LSE and U. Cyprus); D. Vayanos (LSE); N.Vettas (AUEB and IOBE)

2. Greece and the Euro
M. Angeletos (MIT); H. Dellas (Bern)

3. The challenge of trade adjustment in Greece
C. Arkolakis (Yale); A. Doxiadis (Openfund); M. Galenianos (London, Royal Holloway)

4. Product market regulation and competitiveness: Towards a national competition and competitiveness policy for Greece
C. Genakos (AUEB); G. Houpis (Frontier Economics); Y. Katsoulakos (AUEB)

5. Privatizations: Auction and market design during a crisis
V. Skreta (UCL)

6. Labor market regulation and reform in Greece
A. Lymperaki (Panteion); D. Nikolitsas (University of Crete); C. Meghir (Yale)

7. Financial development and the credit cycle in Greece
M. Haliassos (Goethe); G. Hardouvelis (Univ. of Piraeus); M. Tsoutsoura (Chicago); D. Vayanos (LSE)

8. Education and the Greek economy
N. Vettas (AUEB and IOBE)

9. Reforming healthcare in Greece: Balancing fiscal adjustment with healthcare needs
P. Kanavos (LSE); K. Souliotis (U. of Peloponnese)

10. Tax and welfare reform in Greece
M. Flevoromou (Bank of Greece), M. Haliassos (Goethe); C. Kotsogiannis (Exeter), C. Meghir (Yale) 

11. Pensions: Arresting a race to the bottom 

S. Panageas (Chicago); P. Tinios (Univ, of Piraeus)

12. The Greek justice system: Collapse and reform

S. Karatza (Athens Bar); E. Papaioannou (LBS)

13. Thinking about corruption in Greece
C. Azariadis (Washington Univ., St. Louis); Y. Ioannides (Tufts)

14. The Greek public administration

14A. Understanding the organizational and structural drivers of the Greek malaise
M. Jacobides (LBS)

14B. The dysfunctional structure of the Greek public administration and the challenges in reforming it
P. Karkatsoulis (National School of Public Administration); E. Stefopoulou (INERP)
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