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PREFACE
It is commonly agreed, that the three:major prdblems
that have confronted many of the advanced and develop— ”
1ng western ‘nations 51nce “the early seventles have been,
Inflatlon, Unemployment the Energy crisis and the -
general economic recession. In each 1nd1v1dual country,
the character and level of 1ts social and economlc or-
ganization determlned to some extent the degree or ’
magnltude each problem would take. On the other hand
in order to mltlgate ‘the 111 effects of the problems
the governlng body in each country (representlng or not'
public oplnlon) formulates a certain policy and sees to
the 1mplementatlon of the 'dlctated'kmeasures after a
hlerarchlcal ranklng of the problems‘ has béen'qefer- -
mlned , e - e c ;,“ O ,”

In Greece, acknowledged by most post war govern--"mw
ments (for economlc and soc1al reasons) and con51dered”
by the majorlty of the populatlon, of major 1mportance
and prlorlty thus was the issue of inflation. This '
has been reflected in the p011c1es pursued by the major—
1ty of the’ governments in the years follow1ng the perlods
of hyper- 1nflatlon, 1941~ 45 1945- 53, (a possible excep—
tion to the rule as we shall see has been the late govern-
ment under the party of 'new Democracy', 1974-81).

Durlng the perlod of the sixties and up to 1972
Greece’ enjoyed a rather hlgh rate of growth or real
G.D.P. alongside a very stable price level. On the av-
erage,'during the years 1962-72 the annual rate of in-
flation did not exceed 2.3%, a rate well under that exé
perlenced by the rest members countrles ‘of the O0.E. C D.

A prosperous era for Greece one may say, -and a period
in whlch the public’ s confldence in the natlonal currency

(a prerequ1s1te) had been fully restored




With the turn of the*decade'however, came the end
of the prosperous era for Greece, 1nvestments began to.
decllne sharply, real G.D.P. fell by some 2% in 1974
whlle 1nflatlon rose substantlally. the rates being
16.7% in 1973, 24% in 1974, while for the period 1974-
78 17%kaverage annual rate‘(estimates for the years
1979-80 raise the rate to between 25 and 32%). The
phenomenon was not of course unique, the extent and
magnitude and the‘persistence however was exceptional.
Only one or two other countries members of the 0.E.C. D
experlenced 51m11ar trends. The rece551on and the
vperlod of decllnlng 1nvestments was well protracted ;

How was it poss1ble, that durlng the prosperous oy
era mentloned earller, real G.D.P. growth rates in the‘k
reglon 8% yearly were achleved alongside a 2% annual
rate of 1nflatlon, while now after 1973, with real G. D P.
falllng or not rising, investments decllnlng etc., in-
flat;on to rise that high and persist? The often re-
peated;claim from government circles,‘since 1974, that
the domestic price lenel Was predominantly affected by
the prlces of lmports, was not very conv1n01ng, espec1ally
as the cif prlces of 1mports did not rise as fast as
the domestlc prlces, in addltlon, the small 'openness’'
of Greece - the relatlvely small 51gn1f1cance of its
forelgn trade sector - suggested that the sort of 1mpact,
upon the domestlc economy from the rlslng 1mport prices,
as clalmed by the government was quite 1mprobable. One
would expect rather, countrles such as Germany,or Finftl"
land to 'suffer’ most from the boom in primary product
prices; the energy crisis etc. '

: A prellmlnary investigation and research in the
matter, suggested and rendered strong support to the
possibility that the basrc.factors underlying the oppos-
ing trends and characteristics of the two decades in



gquestion (stability and growth versus 'staglation'),
primarily were to be found in the different economicf
policies pursued in each period. : |

The object therefore of our enquiry in the-present
study became (15) the 1dent1flcatlon of those most 1mport—
‘ant factors - dependent or not of ‘government pOllCleS -
that were responsible for the surge of inflation during.
the seventies (and responsible for the monetary stability
etc.; thedcpposited'trend"before the seventies). ,

‘The"périod'tc be‘examined, 1967—78,!was chosen .-
deliberately because, aside from the'opposing trends - -
the eConomy preSents after 1973 - for the years 1974-78
~ vis a vis the perlod 1967 72, the later period after e
1973 coincides with changes in government rule, the
downfall ‘of the military" reglme of 1967 in 1974 and the
' ‘succession of a liberal-democratic government with very,
dlfferent_and 'liberal' price and incomes policy, the -
'Strengthening'Of'unionism; not to mention the energy
crisis follow1ng 1973. | : -

Now the structure of this study was broken up into
four parts. In part I, we investigate what took place |
during the perlod 1967- 72, under military rule. In part
II, we examine factors that significantly had affected
the price level in the year 1973 alone, and which fac-
tors were not 'present' in the previous years. Part III
examines and investigates the 'trend' for the years
1974-78. Of course in each period, our investigation
took a certain path-direction: a direction in which we
had good reason to suspect, existed the 'answer' to our
inguiry. More details concerning the direction of in-
vestigation and our hypothesies are given in the intro-
duction of each part or chapter of this study and there-
fore need not be repeated here again. Finally in part
IV, we attempt with the information gathered throughout




the study, a synopsis;'avcompoSite,Presentation of the
inflationary trends and their origins in Greece for the
years from 1967 to 1978. . e ;t

The study conducted, attempted to view the prob-
lem of'inflation from many perspectives and cover as
many aspects of the issue as possible. We tried to
provide a more comprehensive 'picture' of the process
at work; identify the origins of inflation and trace
some of its repercussions upon the ecOnomy 'Laok of
trustworthy data, literature and research on other ’
economic issues did not permit us to extend our dis-
cussion on certaln ‘important and relevant issues we
wish to have been able to treat in more detail; for
instance, on the income dlstrlbutlon, tax avoidance and
evasion, the tertiary sector, the 'para-economy' and other.
Yet,idespite'all this we are confident that the present
study covering a period of economic and social-historical
significance for Greece, has fulfilled its initial aim.

We hope, that this piece of research will‘be of
use to fellow Greek colleagues and aid,further research
on the subiject in question which has not been given the
proper: attention it deserved in recent years nor 'treat—

ment' both in practlce and on paper
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PART ONE: 1967-1972







'CHAPTER I.

THE PERIOD 1967-1972

Introductlon

The perlod 1967 72 constltutes the second perlod of
rapid economlc development of postwar Greece.; The

first being that of 1960 -66. The whole perlod 1960- 72
is characterlzed not only by the hlgh rates of growth T
of GDP of the economy but further of monetary stablllty
Most structural changes had occurred during this perlod
‘and - the publlc sector s part1c1patlon had played a

key role in the development process.. ;

. The 1968 72 economlc development plan 1tself ‘was
quite ambltlous but did not fall to reallze 1ts fore—
cast. Real GDP rose roughly in llne w1th what had
been forecast, though somewhat to the lower 31de of
the target, by an annual rate of growth of 7 52 aga:Lnst1
the target. of 7. 5% - 8 5% _set, whlle GNP at 1970 market
prlces at a rate of 7.8% per annum. Sectoral growth ‘
rates however were not the expected ones. The prlmary"
sector s GDP rose at an annual rate of 2. 959 agalnst o
the expected 5.2%, whlle that of the secondary and
tertiary were more or less 1n line w1th the forecast
of the Greek economlc development plan. The 1ndustr1al
sector grew at .an annual rate of ll 27% whlle services
~at an annual rate of 7 13%, thus brlnglng the former
closer to the target whlle dev1at1ng sllghtly that of
services. - , ,

Credlt allocatlon3 favoured the secondary and
'tertlary sectors. agalnst the prlmary ones whose credlt
while representlng the 20% of total credlt in 1966,

‘in year l972_1t represented only4135 of‘totalkcredlt.
In absolute numbers it doubled;’that of manufacturing




tripled while that of-housing grew more'than 6 times
during the period under,investigation,' Given the
fact that most sectors outside agriculture could
finance a great deal of their investment requlrements
-from their own sources, (with one p0531ble exceptlon'
the trading Sector which however received finance
from the industrial sector) it was inevitable that
gross flxed asset formatlon ln agrlculture as a per-
‘ centage of total gross flxed asset formation would bed :
low. From table V we ‘See that the primary sector |
absorbed the 10.81% of total gross fixed asset forma-
tion for the period 1967- 1972 against 54.19% of the
'secondary and 34.98% of the tertiary. This in'part:
,explalns the hlgh growth rates of the other sectors
compared to that of the prlmary which of course is in
a way the natural outcome of the rapid 1ndustr1allza—
tion, but still, also the very fact aCknOWledged even
by the government4 that structural weaknesses were
'Stlll ev1dent in Greek agrlculture by 1969. k
Insofar as the consumer price 1ndex is concerned
from table VIII we can see that for the perlod mentloned"
it dev1ated only sllghtly from the expected average R
of 2%. However it can be observed that after 1969 the
index shows a marked upward trend reachlng a peak of’
' 4.2% in 1972. This séemed to trouble the authorities

and in 1971 law 918/71 came into effect"which'expanded“'"'V

the rlght of the government to control—regulate the

prices of" goods and serv1ces. Under thlS 1aw, nod""“”‘j“

price increase by producers, retallers etc. was possiblewg
prior to the government s approval

However early in 1973, following similar measures
taken in 1972, the government announced new measures
to curb the rising inflationary tendencies.5 These

were:



(a) Exempt from law 918/71 varlous categorles of

final and 1ntermed1ate goods,

(b) Reduce 1mport dutles on 'bas1c goods whlch

dlrectly or 1nd1rectly 1nfluence the prlce 1ndex,

(c) Forbld export of goods whose avallablllty is

1nsuff1c1ent to cover domestlc demand

All the above suggest that 1n the preceedlng years
the 1nflatlonary tenden01es, masked under the system
of regulated prlces, resulted from shortages, “and that ‘
this policy was not any longer 1mplementable in 1973
p0551bly as 1nflationary pressures arising from abroad -
1mported 1nflatlon - were becomlng stronger.GkkNow N
whether ‘these tendenc1es resulted from excess demand,’ .
inelastic supply, an expendlture sw1tch caused by the
_hlgh protectlonlsm7 or a comblnatlon of all the above ‘
remains to be seen.’ ' k
One may well ask why have we excluded the poss—
~1b111ty of cost push inflation. Well,'orlglnally we
gathered that w1th the mllltary government s wage rate
policy whlch allowed wages and salarles in all sectors
(out51de agrlculture) to grow only ln accordance w1th
improvements in productlv1ty - method of average

product1v1ty - it was 1mp0551ble for unlt labour costs s

to 1ncrease beyond product1v1ty growth and 1nduce
cost push 1nflatlon. As for 1mported 1nflatlon and
its effects upon costs agaln, the flve year plan ‘
prov1ded a solutlon v1a reduced or abollshed 1mport
duties and other 1nd1rect taxes to fac111tate the
effort promotlng 1ndustr1al growth




Together w1th our earller reasonlng, namely that
inflationary tendencies resulted from shortages,
we ended up with the prellmlnary conclu51on whlch ‘was
to form the ba51s of our hypothe51s, namely that 1nfla—
tion must be of the demand pull type. The next ques-
tion to be posed related to the causes of inflation:
inelastic supply P excess1ve demand?, or what and why°
The very fact that consumer expendlture had been de-
clining year after Year during the 1967 72 period
as a percent of GNP while the consumer prlce 1ndex
1nd1cated an upward trend 1n the same order led us
lto exclude the pos51b111ty of an exce551ve demand
d belng the reason. o ,

'On ‘the other hand agaln a poss1ble 1nelast1c1ty B
of supply, alone, seemed an 1nsuff1c1ent nor feas1ble"\
factor inducing the aforementioned 'shortages'- in
view espec1ally of the relatlve decline of consumer .
expendlture mentioned earller.,'If supply agaln was'k
1nelast1c, how did the economy achieve such hlgh
growth rates of real GDP? One poss1ble theoretlcal
case enabllng an explanatlon is the follow1ng° namely
that although demand ltself was not exce531ve, ‘a changer‘d
_ln its comp051tlon, created excess demand 1n certaln |
'markets, enough however to cause a general rise in
the prlce level This change 1n the compos1tlon of S
demand may have been induced by a change in the consump—i‘
;'tlon habits of consumers,”thewsojcalled 'demonstratlon
| effect and other. | ‘ ‘

Now the rise of the general level of prlces comes
about even if there are markets sufferlng from def1c1ent
demand, because of downward wage and price rlgldlt;es '
which do not counteract the upward présSures induced

by the markets characterized by excess demand. This



~demand pull theory which we more thoroughly take up
in chapter III is given to us by C,,Schultz.a- It
is_this”possibilityJeuthe,change in;thé composition: -
' of demands - which we are to investigate and base our.
-hypothesis concerning the factors which have affected
the price level for the period 1967-1972.

Now the excess demand situation which hypothetically
characterizes some commddity markets, presupposes thé
~existance of a certain inelasticity of supply. This
inelasticity, we aim to indicate, and which forms
the second part of our hypothesis, is partly attributed.
to the mischannelling of resources and in partlcular
the inbalanced growth of the setrvice sector The
growth of the tertlary sector however has had an addl—
tional repercussion which, we tend;to indicate, is
not totally unrelated to,thé change in the composition
of demand. In other words we have gooq reason to,
believe that the aforementioned change was ‘'initiated'
by housholds or income earners derlvlng income from the
.tertlary sector. 1In more detall this tOPlC will be
discussed in chapter III.

'Now;with real GDP growing at an annual average
rate of 7,52%, GNP at current prices at a rate of
11.4% annually, a 2.3% annual growth rate of the'price
level, for the period 1967-1972, ¢an‘hardly be termed
'inflation'.9 This low rate of inflation was partly
- achieved due to direct price contrdls and other measures
which we intend to indicate. Whatever the‘rate of
inflation is or would be in the absence of various
 government measures is however immaterial. What we
are after mostiy.is idéntifying its roots, the factors
which aggrevatedbinflation and those which masked or
damped it. In doing so we Shall‘ihvestigate also other




' ;pdséibilities which we more or less have ruled out,
namely cost-push and imported inflation. - By 'ruling
out' we merely meaﬁ‘that'we>do.not'cbnsider[them'the‘:\

primary factors‘responsiblel



CHAPTER II

~COST-PUSH INFLATION

1. 'The'Primary Sector

(a) Domestlcally 1nduced 1nflatlon

Sub51d121ng agrlcultural costs has been and Stlll 1s
an 1ntegral part of the government s agrlcultural
policy. Our prlmary interest in this section is to
investigate whether the varlous increases in the prlces
of products of prlmary orlgln Wthh were mostly regu—
lated by the government were realized after perm1551on
was granted by the government, justlfled - as was .
usually the criterion - by increase in costs. ‘In'short,
whetherkprofit“margins were becoming, due to increasing
costs low, so that the government in an effort not . to
'dlscourage productlon and for reasons of publlc
sentiment' was 'forced' to allow price increases.

. The prices of a series of 1nputs supplied by the
government and,varlous other governmental.1nst1tutlons_t
‘have been held constant over'the years,'whilefthose |
of other inputs which farmers bought«from the trading
sector were again in part subsidized. However not by
the full amount by which price increases occurred.

For instance10 the prices of fertilizers, various
medlclnes, petrol, to mention a few remalned constant
over the years while those of other varied, such as '’
electric5energy~which’was supplied every year at a
lower price while that of gasoline slightly increased.
The table which follows,indicates the prices of inputs
paid by.the:farmers over the years, before and after
subsidy','HoweVer, it should be noted that the index
of -prices paid by farmers exclu51ve of sub81d1es in-
corporates the prices of varlous 1nputs Whlch were




provided by the goyefnmeht or the Agricultural Bank

of Greece at a constant level over the years. Thisg
means that the first index incorporates already a
certain subsidy. Thué'thé second general price ihdéx
actually shows the extent of government subsidies tb
cover for increases in the'priées of inputs purchased
by farmers in the free market. . (Those not supplied

by the government).

TABLE 1

kGeneral index of prices paid by farmers

(1966=100)
| | e o 1972/67
1967 1968 - 1969 <l970 1971 ~’1972f> 3 change
1. Excluding ' ' ' . 4
subsidies. 97.9 lOQ.S 103.4 1Q5.5 106.7; 130.2 33
2. Including AR A e AR : .
subsidies 9?.9 100f7 v102.9 104.9 106.1 109 ll

Source: Agricultural price indices (1966=100) .- v
Athens, National Statistical Service of Greece,
1975, pp. 18-20.

As mentioned earlier, index 1 includes already
'a certain subsidy, thus by taking the difference between
' the tWOrindices as an indicator of the extent by which
subsidies covered part off the increase in costs wouldg
be an underestimation. It should be noted further, =
that the relative.low subsidy shown in 1967, 1968 was -
possibly due to the fact that all agricultural loans - o
were written of by the goverhment. In the absence of .
a general index completely excluding subsidies it is
rather difficult to assess the pressure which possibly

rising costs exerted on government price policy forma-



tion. However, glven the above 1nformatlon in. conjunc—
tion w1th the 1nformatlon provided by the follOW1ng

table we mlght reach some loglcal conclu51on.,

'iTABLEﬂz o
General index of prices received by farmers
(1966=100) |

1972/67
% change

1. Market prices 100.2 102. 6 106.1. 106 5 112 6 121. 1 -

2. Prices rec-
eived by '

_ﬁmmensafbm: 4 : : A R ' e
income allow- 101. 8 104 4 107 -,107,4',113,3 0123.2 . 21
mKECX'QiP L e SR EE
sidy: - = § : :

3. 1/2% change =2 =2 -1 o=l 0 =1 =2
or ; , o s o
2/1 change 2 27 1 1 1 2

1967 1968 1969 1970 1971 1972

Source: Agricultural price indices (1966=100). "Athens}’
Natlonal Statlstlcal Serv1ce of Greece, 1975, . .
pp. 15-17, table 2. . e '

 From' table 1 we see from 1967 until 1972, input costs
excluding subsidy rose by 33% or more11 while those .
after subsidy rose by 11%. - From table 2 we see that
market prices of agr1~products, administered or not,
rose by 21% and so did prices received by farmers after
subsidy. From the above we may conclude, that a great
part;of_the<increasing costs was 'absorbed' by the
government, that.in the absence of such a policy, given
the extent bylwhich‘market‘prices‘Were;'subsidizedf
(regulated and;kept at lQW'1evels~through,partialﬁcomf

pensating direct income allowances granted‘to'farmers




10

for that purpose) and in the absence of dlrect flnalihh
price controls, market prlces would have risen due
to hlgher costs, much more than these did. To main-
tain a relatively stable growth of market prices the
government sub51dlzed more than 2/3 of the rise in
input costs and dumped final prices by one or two per
cent of possible price.increases‘(see table 9). This
was made p0351ble through direct income grants to
farmers to compensate for thelr loss of income acorulng
from the relatively small increases in final market
priCes allowedxby the authorities.12 In essence thei
government was also subsidizing the consumer. ,

: We can thus conclude that rlslng costs were a reallty; 
vbut through various measures the burden was dlstrlbutedVg
between the.producers, the government who subsidized -
costs and damped final prices by granting income allow-
ances to farmers, and by consumers especially in the
later years, 1970, 1971, 1972 which in more detall we
shail analyze in the next. sectlon.‘ '

(b) Imported inflation as a source of cost-push 1nfla—

tlon in the prlmary sector

- So much the‘production of feedstuffs as also domestic -
,herd‘breedingﬂand meat production have always been
insufficient to meet domestic demand, Greece has tradi-
tionally relied upon imports of. livestock, feedstuffs -
—and meat in an effort to~increaseiand»improve~herdl
breeding and domestic animal husbandry, meat production
and availability of meat. However, as the producers
prices, which were‘fixed by the government were lOW'ahd ‘
did not compensate producers for holding back animals |
for slaughtering before second or third generation

was reached, increased slaughtering occurred and thus




11

the expected expansion of herd breeding and domestic
animal husbandry failed to take place. Given now the
fact that to a- great extent domestic anlmal husbandry
has relled upon - imports, it therefore may well be
possiblekthat the rising prices of various agricultural
and livestock imports after 1970fha§e5been a source of -
cost—push inflation or better a source of rising costs:

~in this- branch of the primary sector. -

TABLE 3

Wholesale prices of final products of foreign origin
: (1961=100)

| 1966 1967 1968 1969 1970 1971 1972
Agriculture/

Livestock 137 131 3 127 1 131 6 151. 3 160 6 180.6
change & 4.2 -3,2 3.5 15 6.2 12. 5

Source: O.E.C.D. Economic survey, Greece. Parisy~OECD,
- 1977. Table F, p.46. -

Indeed from “the above table we see that a tremen—
dous 1ncrease took place in the prlces of these imports
in the years 1970-72. There is no doubt that price
increases in the region of 12.5- 15% definitely muét
have increased costs. In fact as we are 1nformed by
the'OECD13 agrlcultural report on Greece and mentloned
earlier, rlslng costs in this branch of the prlmary '
sector were an agelng problem, and glven that the mlll—'
tary government s .maximum flxed prlce quotatlons did
not compensate for 1ncrea51ng costs, as a consequence
herd breeding was discouraged andvdeclinedf and increases
in slaughtering‘occufred. Given the above it is lOgical

to conclude that rising import prices could only have
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worsened ‘the 31tuat10n. Indeed'in view of both.- rising
1mport prices. and¢ilscouragedherd breeding - the ,
government could no longer_keep prices - -at the‘ex1sting"
- levels and announced a series of new measures to
encourage herd breeding;.onerof‘which was the substan-—
- tial increase in maximum prices received: by producers.
It seems from the table below that this time the burden
‘was passed on to the consumers largely, something which

the government was trying to avoid a few years back.

TABLE 4
" Indices of prices received by farmers, excluding income.

allowances (1966=100)

| 1967 1968 1969 1970 1971 . 1972
1. General index 100.2 102.6 106.1 106.5 112.6 121.2
2. For meat  99.9  99.4 103.9 116.4 122.5 136.1

3. For meat in- y : A :
cluding income 99.9 99.4° 103.9 116.4 122.5 136.1:
allowances

Source Agrlcultural prlce 1nd1ces (1966= 100) Athens}

Natlonal Statlstlcal Serv1ce of Greece, 1975.

Fromvtable 4 Wedsee'that no ihcomemallowances
were granted for these producers, and that the new
maximum prlces set were 1ndeed substantlal if compared
‘to the general index, bearlng in mlnd the hlgh weigh=
ting coefflclent for meat of 142 1 in the general 1ndex
1. 000 000. (It lS almost one seventh) Thus we may
safely conclude the follow1ng
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- Up to the year 1970 due to cost subsidies and direct
income grants or allowaﬁces to farmers, cost-
inflation was not passed on to the consumers. Per
unit costs did rise but they were not reflected on

~ the consumer price index. This is made evident

in the following table:
TABLE 5

Index of consumer prices (l974=1005'

1967 1968 1969 1970 1971 ' 1972
Consumer prices 60.0 60.2 61.7 63.5 65.4 68.2
of which: Food  55.4 55.4 57.3  52.1 62.1 64.6

‘Source: O.E.C.D. Economic survey, Greece. Paris, OECD,
1977. Table F, p.46. e

- However after 1970 cost inflation was passed on
to the consumers and did become price inflation.
To the extent by which imports ‘contributed to '

the above experlence we are not or cannot be sure.

- It seems that most of the increase in food prices
‘after 1970 resulted primarily due to the increases
in the market prices of meat. Thus we may again
safely conclude that cost inflation was reflected
after 1970 on the consumer price index. (Es-
,pec1ally given the relatlvely high weighting co-
:efflclent of food in the general consumer prlce

'1ndex)
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TABLE 6
Composition of the‘qdnSumqr;price index
(revised base,. 1974=100)

Food . 335,5

Alcoholic drinks/tobacco 42,3
Clothing/footwear | 119, 4
Housing : : b‘_ 132,7
Durable consumer gocds-“"fli 78,7
Health & personal care 48,5
Educatioh/rééreatioh : 81,9
1;Tran5port/Commgnida£ion ’;" 124}9f,
 Other goods & services 16;i 

Source: Statistical yearbook of Greece: 1977. AthHens,

National Statistical Service of Greece, 1978.

2. The Industrial Sector

In this section we.shali investigate whetﬁer,in the
leading sector of the economy, primarily that of manuﬁ.
,facturing,nper‘unit costs or better wage and salary |
‘ihcreases grew faster than productiviﬁy and.thus’were

_ the,céuse of relative price increases in manufactures,

' The following table.shows the evolution of the per
émployee productivity index in theAindustrial séctorf,
éndfthé‘pér worker real wage-salary index. Unf¢rtuhafely['
lack of primary data necessitated the use of secondary
data which cover only the years'1964—70. However, we
think the following table is of use as it indicates the

"trend' in the industrial sector.



15

TABLE 7
Productivity and'real‘Wage‘indices'
Product1v1ty ' Real wage'

Years Difference .

‘index . index ;
1964 100.00 100.00 ~ ° 0.00
1965 . 110.40  © 106.40 4,00
1966 0 120.10 . 114.00 - 6.10
1967 126.90 125.40 1.50
1968 141.80 . 134.00 7.80
1969 - . 160.20 144,00 . 16.20

1970 S 174.80 148.00 26.60

Source: Delivanis—Negreponti, M. 'The~actualfcauSes s
of inflation in our country' in 'Economikos
tahydromos', issue of 13/12/1973,“p,9.(in“wjlf

_Greek) . | e

From table 7 it is evident thatythe increase'in product—
1v1ty more than surpassed 1ncreases in real wages year
after year., The author of the artlcle from whom we ’
'borrowed the above table mentloned in the same article
that, the fact that productivity grew annually faster
than real wages not only could. not have been the cause
of 1nf1atlon but on the contrary may have had depress—t
1ng effects., In fact an econometrlc study conducted

by G. Economoul4 revealed that the wage rate policy
followed during the mllltary regime (Method of average ”

,5 resulted not so much to hlgher 1ncomes,‘

product1v1ty),
but proflts or the stablllzatlon of prices, a fact
which seems to verlfy agaln the above  drawn concluslons
(namely that 1nsofar as the 'leadlng 1ndustr1es are . ‘
}concerned 1ncrea51ng labour unlt costs were not a.

problem) .
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' Insofar as other 1nputs are concerned, other
than labour, the same study (Economou, G. Emplrlcal
analysis of the factors determlnlng REE etc., p.200)
revealed that they dld not result in 1ncreas1ng unit
costs. This we are inclined to accept, for as a matter
of government policy we had mentioned that machinery
- and other raw material inputs which were imported
WOuld be offered free of duties and other indirect
: taxes.l§ The study conducted by G. Economou  concluded
that the prices of imports did indeed not induce cost

~inflation. The inflationary tendencies he (for

7p;f1ndustr1al products) attrlbutes to excess demand ratherw~7“

'than rising costs.l7

The other sectors: a note

In chapter 14, page 112 of the Economic Development
‘Plan of Greece it is mentioned that although the
government via certain measures expects the monopoly
structure and 1neff1c1en01es of " the sectors engaged _
in the tradlng ‘and dlstrlbutlon of goods and serv1ces,i
to be eliminated to a great extent,_ln sectors were |

'structural inefficiencies will per51stsand where prlces

. of various goods seem to be established at levels much”

above what may be considered 'natural', the government
will expand its authorlty to regulate proflt marglns,hﬁ
i prlces and act1v1ty levels. From ‘the above 1t can ;
thonly be apparent that at least in the prlmary sector
possrble inefficienciés in this branch of economic
activity, could only have led to a profit squeeze.

In fact law 918/1971 covering a wide range of goods
and services at the wholesale and retail level, seems
'to verify that prices of certain goods had indeed .

reached an undesirable level from the government's
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Viewpoint,,,However,,the;cOming‘to being of law 918/
1971 does not tell us ényth;ng‘about,;he real causes
of price increasés,ywhether'éaused by,inefficiencies ,
‘at the tréding~levels or demand permitting éi}naﬁuralf ~‘
develquent. But giVen‘tha£ price ¢dﬁtr6is in these i”
sectors,tradihg and pfoﬁidihg,g¢bds.of primafy origin‘
existedyfrom the very béginning,,we‘may>chclude tha£‘
possible inefficiencies resulted in a prdfiigsqueeze,
As for those trading other goods and services, the
profit squeeze possibly occurred after 1971 with the
passing of law 918. This issue, however, will be

analyzed more thoroughly in our next section.

Conclusion

In SOme'branches of the primary sector, and in partic-.
ular that of_herd breeding,inefficiencies were present
and so were rising costs. Moreso after 1970 when
import prices of livestock had risen. Prices, however,
were kept at fairly low levels through subsidies and
direct price controls by the authorities. After 1970
in order'to avoid a further profit squeeze to cattle
- and herd breeders resulting from risingyimport pricés,
the authorities allowed markét.prices to tise sub-
stantially. The same applies for other agricultural
products with the difference that through subsidies
the extent by which prices rose was less. Thus we may
conclude that the burden arising from increasihg ihput
costs, rising import prices and inefficiencies in the
wider primary sector was distributed between producers,
the government which subsidized costs and granted
income allowénces, andvconsumers especially in the
later years after 1970. o |

The price of manufactures on the other hand sees

not to have been influenced by rising costs at all.
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Price increases seem Ed.have“been'demand'induced pri-
marily;"As'for tﬁoSe_serVice'Sectors'eatering'in"

the distributioh'andatrading”of primary'produetelas'men—
tidned, any possible inefficiencies must have led to

a profit squeeze under the regime of regulated prices.
After 1971 when control expanded to include manufactures,
the same applies for wholesale and retail trade 1n'
manufactures. '
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CHAPTER III

DEMAND—PULL INFLATION

In the previous chapter we héve'inveétigated*whether
possible inéfficiencies‘occurring in sectors which
we had identified. as having such problems, could have
induced 1nflatlonary pressures. - Further, we have
1nd1qated,that'even in the above mentioned seCtorS'vié~
direct price controlé and other measures, possibly
only a part of therinflationary pressures were re-
flected upon the consumer price index. On the other
hand, we had also concluded that cost-push inflation =
was not the cause of price increases of manufactured
consumer goods. | : o k ~

The coming to belng of law 918/1971 on the other
hand, which expanded the government;s,power,to control
final prices of various goods and services, verifies
the,fact.that:inﬁlationary pressures in the rest of .
sectors of~the{econ0my,were,becOming'stronger.,'HaVing
reached the conclusion that these tendencies in‘the‘~:
'major manufacturlng sector were not cost 1nduced, the
only possible explanation left is that either these
tendencies were caused by inefficiencies at the retail
level, or the natural outcome of an excess demand over
supply., , ‘
Wlthout decllnlng to accept the p0351b111ty of
inefficiencies existing in certain produ01ng and
distributing sectors of the economy, it is rather
difficult topaccept that in the absence of an.in-
elastic and/or excessive demand, price  increases
could have taken place. Of course, much depends upon.
the market structure of the tradiﬁg secﬁor which seems
however in Greece to be rather competitively organized.
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There exists one thlésale éntefpriSéfpér 1200 inhab—
itahts compared to one per 110.000 in France and one
per 50.000 in Belgium.l8',Some consider the above as
an inflaﬁi‘onary,19 possibly viewing it from the
efficiency side. HoWever, since most prices'aré set .
by the govefnment wéiqgnnot see why or how the high
ratio of enterprises to the population in Greece '
becomes inflatibnary. We gather that with the present
syétem of regulated prices, efficient firms would earn
an above average profit and vice versa for the in-
efflclent, nothlng beyond that.20
' The very fact that the government enforced prlce

controls from ‘the very beglnnlng for products of

" pr1mary origin, expanding later the control to various

- manufactures:and services indicates the government'
belief that for a series of consumer goods demand
would have been such that in ‘the absence of price
controls, in the allowance of free market forces to
determine price, prices would have possibly reached
levels considered undesirable. | | ,
| Taking into account the additional anti-inflationary
measure.s~of:1973,2l amongst which was the prohibition
of various exports andv'liberalization"Of‘variOus
. imports, we can only conclude that a numbér of short-
ages were acknowledged and that local availability of -
certaih goodsldid not cover the demand. ' '
' We commence now Qur,investigation by trying to
identify which goods were in 'short supply' and why

so or if not whether and why demand was excessive.
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The changlng compos1tlon of demands

By changlng compos1tlon of demands we refer to a 51tua—" '

tion where a change 1n the consumptlon pattern or, B
habits of consumers takes place. This change may hkf
have resulted due to hlgher levels of 1ncome and ’ 
wealth, the so—called 'demonstratlon ‘effect, or an ,
| expendlture sw1tch etc. Now, the change in the con—
sumption pattern and consequently of demand in certaln
markets may lead to r1s1ng prlces 1f supply does not
respond or expand fast enough to meet demand Now
the 1nflatlonary pressures induced from the markets
characterlzed by excess demand, may ‘be sufflclent to
bring about a, rise 1n the general level even 1f there
ex1st markets characterlzed by def1c1ent demand ThlS'k
is so because of downward prlce and wage rlgldltleS”’
which do not allow def1c1ent demand to counter—balance
kthe 1nflatlonary tendenc1es arlslng from the excess '
demand markets.zz To us, the 51gn1flcance of thlS,
theory of inflation Wthh we 1ntend to 1nvest1gate 1s
that it allows for demand—pull 1nflatlon w1thout ; ‘
neces31tat1ng the need of an overall exce551ve demand
to exist. )

In Greece we have good reason to belleve that a
change in the compos1tlon of demands dld take place
and has 1nduced 1nflatlonary pressures in the fashlon
descrlbed above. The very fact that consumer s expen-',
diture as a percent of GNP had been decllnlng from‘ ‘
1967 till 1973,23

that 1nflatlon arlslng from the demand 51de was most

tends to support the propos1tlon

llkely 1nduced by a change 1n the consumptlon pattern
and not by an overall excessive demand ‘

As expected by the authorltles the flrst change’
to occur was in the comp051t10n of food consumptlon

and expendlture.24 It was expected that despite the
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decreasing percentage of expendlture on food in total,‘
prlvate domestlc consumptlon expendlture per head
consumption and demand for food of anlmal proteln

(meat, flSh, etc. ) would rise substantlally and thus
would expendlture as an aggregate as well as in rela-
tive terms. Given now the insufficient domestic

supply of the above‘and*the reStricted‘amOunts"of'
1mports dlctated by balance of payments problems,
prices were art1fic1ally 'sét low via direct administra-
tion in an effort to curb p0551ble 1nf1atlonary
pressures arls;ng from excess demand. The 1ow prlces
received by'producers as we haveyseen;'ln turn led’
t01rcreasedan1mal slaughterlng and to“thé’deCline'
of domestic anlmal husbandry This 1n'turn; increased “
the 1mport requlrements of the countrybas regards meat,’
livestock etc. , which however 1mports never sufflced

to cover domestlc demand.. The rising import prices

of livestock and meat after 1970 left no ch01ce to the B
government but to readjust upwards producers prlces
substantlally as their cost hadylncreased go much

that reduced'profit margins to the extent which would
dlscourage completely domestlc anlmal husbandry.

Now that demand was somewhat 1nelastlc to prlce
1ncreases for food can be seen from table IX from where‘
it is ev1dent that though ‘the rate of change of expen— 4
dlture on food was decllnlng, in 1971 and 1972 it rose
remarkably, 1nd1cat1ng p0551b1y, consumers W1lllngness
not to reduce thelr purchases in v1ew of hlgher prlces.iﬁ'
0f course in the absence of trade balance‘problems'
further imports of meat and livestock could have eased
somewhat the situation by filling the gap betwéenh
domestic'demand and supply. However, thisiseems not to have
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been feasible for an additional in our opinion reason.
Assuming constant import prices over the years, sub-
stantial in quantity imports of meat and livestock
able to meet demand, through price formation and
given the ex1st1ng costs and eff1c1ency of domestic
anlmal husbandry, would have led to further suppressedh
‘agrlcultural incomes and would have dlscouraged in
the long run domestic animal husbandry,tsomethlng the
. government was trying to avoid as we have seen.
Excess'demandkin this case exerted-lnflatlonary
pressures‘in a rather indirect manner;'by 'dictating'
the need for increased anlmal slaughterlng, whlch in
‘ turn harmed domestlc anlmal husbandry and thus in-
creased the country s import needs. ngher 1mport
prlces dlrectly and 1nd1rectly through their 1nfluence
upon costs also, now influenced prlce formatlon. Sok“'
much for ‘the primary sector.2> o .
The change 1n the consumptlon pattern is made
more obv1ous from the 1nformatlon Wthh table X-a,db
prov1des us. There we see ‘that in real terms expendl-
ture on durable goods, seml—durable and servlces,
as' a percent of total private domestic consumption
eXpenditure, has been_rising over the years, while
that on non-durable goods declining. Having some
indication of ‘the- change which has taken place in the
consumptlon pattern in Greece, we shall now try to
identify in ‘which sectors/markets (other than the‘
prlmary) possibly an excess demand situation ex1sted
and if so, why? ' ‘ .
From the consumer‘price»index26 we7obserVe‘that,
from the classified.categories of goods‘and services,
price increases nostlyﬁtook place in the categories
- Qf: o ' ' '
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(a) Clothlng and footwear, ,
(b) Durable goods - household supplles,.
(c) Transport - communlcatlons.ke

Housing indicated a declining”trendtWith the,exception‘
of year 1972 while the category alcoholic beverages -
tobacco remained. v1rtually unchanged , .

' In order to 'determine' whether some markets were
characterized by excess demand, we decided as a rough
1nd1cator to consider the GDP and export growth in ‘,
these 1ndustr1es. Informatlon concernlng GDP growth '.
of 1nd1v1dual 1ndustr1es and thelr export performance
could help determlne whether glven (and bes1des) the
changlng consumptlon pattern, shortages or excess
demand leading to prlce increases came about also due
to bhelow average GDP growth and/or huge exports whrch
diminished local availability of goods, and vice versa
for those markets or industries where prlces remalned
stable. Our flndlngs do seem to 1ndlcate a certaln -
one mlght call correlatlon between GDP and export
performance and prices. ‘ _ ,

v In the clothlng - footwear category where prlces
'had risen substantlally, we found that GDP growth for
the 1ndustr1es concerned was much slower than of o
manufacturlng as a whole, whlle exports for the perlodﬂw;ﬂ
1967~72 experienced a tremendous growth27 (footwear
1500%, clothlng 4006) ; ,
| ' In the beverages - tobacco 1ndustry on the other
~hand, whose products did not increase in price, GDP
growth was much hlgher than in the clothing - footwear,
1ndustry, whlle export growth negatlve.zsi The above |
findings lead us to suspect that indeed be51des a o
possible change in the composition of demands, shortages

due to low GDP growth in conjunction with huge exports
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in the clothing - footwear industty are responsible
for the rise in prices. On the,contrary relatively
high GDP'growth in the beverages - tobacco ihdUstry
in conjunctlon w1th dlmlnlshlng exportsy increased
local availability of these goods enough p0531bly so -
that shortages were not observed. 29 , ,
As for the other classified categories, some oOf "
which are not 'exportable' while others such as trans—
port machinery which are not produced in Greece, we
have this to say:tforfhousing the relative price
stability may be explained by the relatively highe
fixed capitalfformation which took place in the dwell-
ings 'industry" The rate of growth of flxed capital
formation: 1n dwellings was much- hlgher than that of -
total private fixed capltal formatlon during 1967 -7 2

as is ev1dent from the followxng ~table.

“TABLE 8-
“Fixed capltal formation in dwelllngs

" annual average changes, g

1970 prices

Fixed capital - o ‘ Average growth
fOrmation/. . 1967 1968 - 1969 1970.- 1971 1972 rate, 1967-72
1. Dwellings _.: T - ; “ ‘ o o o
inqustry.  T11.0° 39.0 19.4 -15.0 ‘19,8,:26.7 | 13.15o -
2.Ttal g3 8 165 0.7 8.6 16.3 10,378
economy ot g '  s e : Tt )

Seurce: National accounts of Greece, 1958-1975. Athens.
Ministry of Coordination, National Accounts
Service, 1976.
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For the housing sector thus, our'opinion is that
Iboth adequate[supply_Of'dwellings and"non—speculative S
demand for such purchases due to the general monetary
stability and profitability of other assets were
factors which contributed to the stable price trend
in this sector. As for the indicated price increases
in the transport ~-. communications classification, we
doubt very much: whether these originated from the
public services sector - public transport, telecommuni-
cations, electricity etc. for these are semi-state
enterprises controlled by the government. Even if
price increases were dictated, it is likely that
lthese ‘through subsidies were not redlized: if the
government subsidized agriculture to keep the prlce
level fairly stable, the more so it would in the case -
of these public enterprises. What is more likely to
have occurred is that price increases originated
from other expenditure items which fall under the
classification transport ~ communications, namely
private transport means, fuel, spare parts etc. Table
9 shows the evolution of the wholesale price index of
transport equipment and petroleum derivatives which
. indicates an upward trend in prices for the years 1970—f
’72,, Both the above are not produced in Greece but
importedi glven again the balance of payments constralnt,
the above imports mainly for private consumption are
considered 'non-essential’ and thus are subject to
.heavy 1mport duties and other 1nd1rect taxes which
aim 91multaneously at restrlctlng 1mports30 as well as

raising government revenues.
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| TABLE 9
Wholesale prlce 1ndex (1961 100)
,1957 1968 1969 1970 1971 1972

a) Petroleum derivatives 95.4 95.8 100.6 104.2 167.2 150.9
b) Transport equipment  101.0 101.4 102.2 107.8 114.0 128.4

Source: O.E.C.D. Economic surveys, Greece. Paris,
OECD, 1977, page 46.

However, as the above index is inclusive of these
taxes we cannot really know whether or how much of the
price increases are attributed to higher 1mport prlces
or indirect and . other taxes. o

Looking 1nto the last . classified category, that
of durable goods—household supplles,,lt seems that
despite the high relative GDP growth of two industries, the
products of which fall under the above categbry (see
table XII, C, D), supply was not sufficient to meet
demand: at least in some industries, such as those of
electrical appliances, for such products in 1971 became
subject to law 918.31 However, the imposition of price
controls was not in our opinion solely directed at
suppressing inflationary pressures. '

Although we do not,possess,evidence, that price
controls were imposed with an expectation by the
authorities that by restricting profit margins in these"
industriés expansion of output would follow, in an
effort to 'restore' aggregate profits by the industrial-
ists, we believe this was an additional aim; for it
is most,probéblé that 'ineléstic' domestic supply
resulted in previous years,_pridrito the imposition
of price controls, due to highe# profit'margins made

possible by the gap between the prices of imported
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‘]competltlve commodltles (artlflclally high priced
through levies etc. ) and locally produced ones.

By art1f1c1ally settlng low prices of domestlc—
ally produced goods the following were made 90551ble'
'or expected to follow: : ‘

(a) 'Cthumers to prefer the lowpriced home produced

goods against imported ones;

'(b) As a consequence of (a) domestic productlon to
expand further, :

k'-(éj;:Again as a consequence of (a) imports of 'compet1-~“
tive commodities to he reduced or at’ least not
to increase; ' :

(d) Prices to be kept at acceptable or desired levels.

However, if the abOve‘struotural“ohanges wereVat~"

"all to be realized, these would do so in future Years.f'r”"

- From 1967 and until 1971 it seems that the most
important factors contributing to the buoyant demand

+ for certain categories of goods were on one hand, the '

rapid growth of national income and wealth, on the ,
" other, the qualitative change" in the consumption pattern
kWthh however was a derivative of the former. In- o

elastic supply ‘in some sectors, the. export 'drlve'

" mentioned earller, ‘and the 'restricted’ 1mports Whlch Vf"

- reduced local avallability of certain‘goods, along

or in conjunction with-the factors mentioned above,
constitute the complex of factors which are responsible
for the rising prices up to 1971.
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In the section which follows we shall attempt to
explain why 1nelast1c1ty of supply characterlzed or -
occurred in- most produc1ng sectors of the economy '
v(a structural problem), and ‘further try to determlne
the origins of demand or of the purcha51ng power '
which brought about the change in the consumptlon'
pattern. Unfortunately, accurate or trustworthy data

concerning the income distribution are unobtainable.

The growth of services ‘

At the beglnnlng of thls chapter we mentloned that
we con31dered the growth of serv1ces as a factor which
has 1nduced 1nflatlonary pressures. Whlle belng not
solely a characterlstlc of the perlod under- 1nvestlga—k”
tion we thlnk this 1ssue deserves our attentlon -and
elaboratlon for reasons shortly to be revealed

If we accept that '1n any commodlty produ01ng
society serv1ces are malntalned out of 1ncome derived
from commodlty productlon32 then’ consequently we may
4speak of a transfer, or better of a redlstrlbutlon
of income taking place from the commodlty produ01ng
sector to the services sector. The point we wish to
emphasize is this: that there exists a sector employlng
persons who are not directly related to the production
process, that is, they are not commodity producers and‘
while beingfmaintained by'income generated or derived
by others - commodity producers - these persons are
commodity consumers. Now how does the above relate
to the issue of inflation? '

The problem in our opinion arises if the growth_
of the tertiary sector is disproportionate to that
of the secondary and primary sectors, at least in a

non developed or developing economy. The tertiary




30

sector becomes 1mporhant'and necessary lf and when“,
1t promotes and complements the -growth and expansion

of the other two sectors,33

.namely the secondary and
 primary ones. (By promoting, distributing and in part
by consumlng the output of‘the’other sectors). Even.
other servlces such as those rendered under a welfare
state, which are not directly related to the produc—
tlonrprocess are realized only after a country has
reached a certain socio—economic level which not only
justifies them but further can 'afford' them.

In Greece the growth of the tertlary sector not i
only has it not complemented that of the other sectors,tp

it even preceeded 1t.34

The relatlve hlgh percent ,
'contrlbutlon of services to GDP is evident from table_f
II-b: there we see that the share of tertiary sector

is well above 50% of total GDP. Employment in thlS

_ sector also is rather high. From the table below we
see that it amounts to one third of the-total labour“
- force, less than the prlmary sector but well above

the secondary.
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TABLE 10

Total employment in 1971

(in thousands)

I. Primary sector 1,250
,' iI. Secondary sector total 865

| of which: S
Mining R B3]
Marufacturing | 563  Total employment
Gas - Electricity ’ 26 I+ II + IIT = 3,140
Construction & Civil works - 255 7 ‘ RS

III. Tertiary sector total 1,025
of which: R
‘Tramxnrt-Stomxﬁ -
Communication .o S 210
Commerce - Restaurants = - SRR
Hotels 455

Other . . 360

| Source: . O E.C:.D. Economlc surveys Greece. Paris,
OECD, 1977.

It has been'mentioned35 that in the civil service
and tertiary‘sector found 'refuge'! all thoseiseeking
employment outside agriculture, which the secondary

sector oould not'absorb (The 'easy' solution)

Given the number of _persons employed in the ter—":

tiary sector, 1ts hlgh ¢ share 1n GDP, andvthe fact
it is not a commodlty produc1ng sector, it is not un-
reasonable to assume the following:
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(a) The disproportionate growth of the tertiary sector
took place at the expense of other sectors as it ’
deprlved them of resources whlch were chanelled

in this sector. 36

(b) Employment in this non-commodity sector meant
increasing demand for various goods to the extent

characterizing demand as excessive.

In support of our second proposition consider the data
prov1ded by tables XIII and XIV. From table XIII we
see that household income derlved from (1) property
and entrepreneurshlp, ‘and from (2) wages and salarles
out31de agriculture, has grown much faster than national
1ncome, while income derived from category (3) agrlcul-
ture by far less. Now using the above information as

a rough indicator of where from possibly commodity

- demand and in particular commodities of high income
‘elasticity originated: we would suspect from 1ncome
earners of sources (1) and (2). However, from table
XIV we see that per capita consumption grew faster

‘tthan real wages in the industrial sector, whlle from

37

‘table 7, that wages ‘and salarles 1n ‘the 1ndustr1al

,sector grew slower than product1v1ty in the same sector.”"_

"Both the above lead us to suspect that wage- salary
‘1ncome derived from the 1ndustr1al sector was not andﬁh
could not have been the source from where excess ' B
commodlty ‘demand orlglnated Thus we are 1ncllned to o
conclude that excess demand which characterized some
markets as well as the change in the consumptlon pattern
originated from households which derived income from -
property and entrepreneurship, wages and salaries‘in
.the tertiary sector.' '
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_ Under the 'entrepreneurship'’ classification are
 listed doctors, lawyers, plumbers, electricians and
~others engaged in commercial activities, most of which
are self-employed. The ihcome of self-employed is
very difficult to determine under the exiéting Greek
£ax system with all its inefficiencies and thus tax
evasion is rather hiéh here.38 This lends further
support to our ealier proposition that 'dependent'
labour39 has not brought about the change in the con-
sumption pattern, if one considers that income derived
from entrepreneurship has grown even more than suggested

by the National accounts statistics.




PART TWO: 1973
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CHAPTER IV

INFLATION IN THE YEAR 1973

In Part I of this thesis we investigated a number of
. possible sourceshfrom‘wherevinflationary pressures
could have originatedwand concluded that these were -
caused by'endogenouséo rather than exogenous factors,
and further that inflation,was;Suppressed via: direct
price controls. gWithoutfanyfdoubt the 16% change
indicated in the consumer price index in 1973 in part
is attributed to the 'lifting' of price ocontrols in

mid 1373. On the other hand we should bear in mind
that in the absence of the addltlonal government -
Ameasures, namely the ease of 1mport restrlctlons, the,
decrease 1n 1mport dutles as well as the restrlctlon

of certaln exports, prlces would have risen possrbly
even more.~ Prlce controls in our oplnlon,kprevlously
were effectlve _and 1mplementable because 1nflatlonary
pressures were endogenous rather than exogenous. The
abolition of prlce controls (followrng the aboveo_ |
reasonlng), as well as the other government measures

of mid 19734 suggest that

(a) Exogenous factors influencing the price level were

becoming_stronger in 1973;

(b) More acute shortages were acknowledged Wthh en-
dangered monetary stability. (Thus, the prohlbl—‘

tion ofﬁcertaln commodity exportS).

Our primary interest in this section is to investi-
gate whether and if so why exogenous factors now exert-

ed an increased inflationary pressure and further why




 increased the trade deficit
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shortages in 1973 were mofe acdte:thsn in érevious
years. Given'that.in’previous sectionS'we'already
have identified those most important institutional:
factors able to induceAinflatioharyfpressures from

the demand side,42,we decided to confine ourselves

in analysing for year 1973, factors complementary to
the above (of part I) which in our opinion now induced
inflationary pressures, .a consequence of which was

the introduction of the new government measures of

mid 1973. '

‘ EXogenousffaCtors~— imported inflation~‘

The period since the beglnnlng of 1972 was charcter-
ized by the rapld expansion of world trade which was,
brought about by the vigorous econcmic growth inter-
nationally. One of the consequences of 1nternatlonal
‘growth was the rise in the prlces of certaln ba51c
~commodities and raw materials. Greece, Whlle stlll
considered a prlmary producing country}43 is a net
importer of basic commodities (foodStuffs) as well

as of raw materials.?? Thus, the spectacu1ar rise

in the prices of the above two categories notyonly

45 of the country, but
further dlrectly and 1nd1rectly induced 1nflatlonary
pressures. Directly in so far as the prices of

imported final goods are concerned, and indirectly by
way of increasing industrial unit cQSts,46f The extent
by which prices had risen, not only”ofvbasic commodities,
but further of petroleum derivatives is given by the
table below:
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 TABLE 11
Wholesale price index of ‘products of foreign origin,

001972 - 1973 (1961=100)

Products of foreign : / S SN
origin, of which: 1972 . . 1973 .. . % change

Agriculture/livestock - 180.6 232.5 - 29,0
Foodstuffsn,> : , 217.0 - 262.9 21,0 ,
Petroleum derivatives . 150.9 ~  213.0 . 41,0

Metals. : L 126.2 169.2 .. 34,0

Source: O.E.C.D. Annual survey Greece, 1977.

With the prices of imported basic commodities and .
raw materials rising it can'easily be understood why

47 and other anti-inflation-

price controls were '1ifted"’

ary:measures,insteadvwere,adopted in mid 1973. Firstly,

industrial production would have been hampered if

price controls were in effect, since proflt margins

were being squeezed as a consequence of rising costs

Secondly, a possible differential price 'treatment'

between locally'produced and imported consumer goods

of primary origin (at the expense of local producers)

[ would have led possibly to black market situations

and producers dlssatlsfactlon Wthh in turn mlght ‘

have led to. unde51rable economic and polltlcal events.
The 1mpact however upon the domestlc economy, of

rising 1mport prlces would have been less if as a

matter of government pollcy, the local currency (drachmae)

had not been left to deprec1ate agalnst currenc1es of

countries w1th whlch Greece 1s in trade. In partlcular,-

the drachma (whlch was llnked to the Us dollar untll :

October 20, 1973) after a serles of devaluatlons whlch

the US dollar had undergone 51nce December 1971 and
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~which were followed by revaluations and parity changes
of most. European currencies, retained its old parity.-
_to'the US:dollar. As a coneequence, the'drachma‘was

devalued many times against all those currencies which

© had altered their parity to the dollar by revaluing

(upward) by varying degrees their currencies. What
was probably expected to be gained fhrough'devaluatibn
was a competitive edge of Greek products in foreign

markets ‘as well as in the home market?®

‘especially
since it so happened that the above-mentioned countries
which revalued their currencies were the major trading
'partners of Greece.?® 1In the early months of 1973 |
hewever, further devaluations of the US dollar and
:éenseqUentlyfof the drachma only increased the negative
impact upon the economy which rising import prices '
had brought about. The increased inflatidnary pressures
caused through devaluation were realized by the auth-
orities (albeit rather late) and in October 1973 a

10% revaluation of the drachma against all currencies

was announced and its disengagement from the US dollar:

all this in effort to combat 'imported' inflation and

to induce stock liquidization.50~

-More acute shortages

Amongst the other antl 1nflatlonary measures lntroduced M;
in mid 1973 was the prohlbltlon of certaln commodity B
exports. The ratlonale behind. thlS drastlc measure

", was to increase domestlc avallabllity of certaln

commodltles whlch seemed to be in short supply and
thus in so d01ng, to lessen 1nflatlonary pressures,
which were to be felt prlmarlly after the abolltlon
of prlce_controls. The 1ntroductlon of this measure
gives support to some of our findings in previqus _
sections, namely that inflationary pressures partly
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were induced by low GDP growth rate of some sectors

or branches of sectors and the tremendous rise in

various commodity exports'which resulted in 'shortages'

in a period where for reasons analyzed elsewhere ;

demand was over~buoyant if not excessive. We suspect

that more acute ‘shortages' (thus the prohibition of

various exports) were acknowledged in primary commodlty

markets, prlmarlly becauSe of the negatlve GDP growth

in 1973 of the primary sector.51 '
An~additional“factorfwhich might have intensified

the problem»may have beenia rise in primary”exports

due to the increased export drive induCed from the

rising prices on theVWOrld commodity markets (prior

to the abolltlon of prlce controls) Unfurtunately,

the followrng table which 1nd1cates the export volume

blndex by category of ‘good, indicates. annual volume

changes only ‘and therefore the figures shown for 1973

are after the prohibition of exports and thus make it

difficult in proving our point. However; one'can !

observe from table 12 that the only categorles of

goods which their volume exports have decreased in 1973,

happen to be of prlmary origin (categories 0, l,‘4),

in fact the ones one would expect to indicate the

52 thus,

that the prohibition of certain exports concerned

opposrteiperformance. We are of the opinion

prlmarlly prlmary commodltles and not manufactures

(of non—prlmary orlgln) as the former category s GDP
growth in 1973 was negative while that of the latter
the highest since 1967 54
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TABLE 12
Quantum index of exports ~1970=100

1970 100,0 100,0.100,0 100,0 100,0 100,0 100,0 100,0 100,0
1971 113,4 95,1 106,2 83,6 113,7 106,4 90,4 132,6 136,2
1972 137,1 117,3 94,4 153,9 223,7 131,8r'133,3 212,1 229,4
1973 119,4 83,1 115,5 1319,2 213,7 136,6 206,2 255,5 394,8

Categories:

0 = food-live animals- - 5 = chemicals

1= bevérages,andktobacco - 6 = manufactured commodities classified

2 = crude materials, inedible Dy raw material

except fuels 7 = machinery and transport;equipmentf

00
il

3 = mineral fuels - lubricants miscellaneous1manufactured’articlesA
4 = animal-vegetable oils and A ' k
fats a

Source: Statistical yearbook of Greece; 1977. Athens, National

-%StatisticalgService of Greece, 1978.
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Concluding Remarks

As we have seen, inflationary p:esSures'were partly
induced by rising import‘prices;”devaluationuandzthe“‘
negative GDP growth of‘the:primary”seCtorLT'Due‘to' ’
the above; price'controls-were no’lohgef ‘implemehtable'
and were replaced by other measures, aiming at suppress—“
ing endogenous as well as exogenous 1nflatlonary ‘ :

pressures, namely:

(a) The prohibition of certain exports,
(b) The reductlon of dutles on 1mports,

(¢) The revaluatlon of the drachma.

Though"undoubtably the new meESures'to‘somefextent v
had a dampening effect upon the price levelz it was
not suffioient to counter the upward trehd in prices
which followed the abolition of price controls, in our
opinion for the following reasons. These measures '
aimed'at'Vsolving'uthe cost-and supply side of the
problem by increasing domestic availability of goods
(reduotions of exports, easing on import restrictions)
and by reducing production costs (cheaper imported inputs
via lessktaxetion and by overvaluing_the drachma) .
The demand side however was overlooked. - The lifting
of price controls which led to the tremendous rise,
in the prices of products of prlmary orlgln ralsed
agrlcultural income by 44%,55 as much as 1t has risen
throughout the whole period 1967-72. Though soc1ally
acceptable given the suppressed agricultural incomes
policy in the past five years,56 onekcannot overlook
the problems arising from this income transfer to the
- countryside, namely the stimulated effective demand and
its inflationary impact. ©Some have gone even fufther
to add that the resultirng higher-agricultural incomes
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had the additional negative effect: tne discouragementf,;f;
of'farmers frqm intensifying agricultural prqduction,57
thus the negative GDP growth in 1973 of the primary
sector; thlS proposition 1s highly. debatable and we o
do not w1sh to comment upon it as it is further beyond
the scope nythe present study. As for our first
proposition that higher agri-incomes' increased inflation-.
ary pressures by stimulating an elready'bueyantxdemand
for goods and services) we think holds if one. reasons

in terms of marginal propensities tb,save.‘ Besides

it would only be fair tdyassume that farmers now direct-
ed most of their profits towards immediate cdnsnmption
purchases and not savings after many years of ecOndmic
'suppressionf,and,'deprivation'._TMore on,thislin the
chapters to follow. 4 |

- TABLE 13

- Agricultural income (Current prices,
Million drs.)

: i o % change e
1967 1972 1973 1972/67 1973/72
41188 59332 . 84657 + 44 % 43 %

Source: National accounts of Greece; 1958-1975;
~ Athens, Ministry of Coordination
National Accounts Service, 1979. '
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PART THREE: 1974-1978
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CHAPTER V

THE PERIOD 1974-1978

Introduction

The years which followed 1973 saw the maintenance and
persiStence of a high rate of inflation alongside:a
'moderate' growth rate of real G.D.P. Real G.D.P.
fell by some 2% in 1974 while the average growth
rate for the period 1974-1978 did not exceed 3.46%
per annum;‘which corresponds to less than half of that
whi.ch prevalled throughout thé period 1967-1973. 58
',Sectoral growth rates of this perlod (1974 1978) compare
even less favorably to past exper1ence.59 Industry s
G.D.P. growth averaged a mere 3.12% (1974-1978) compared
~to 11.4% of the 1967-1973 period, while that of manu-
facturing, of the'primary and service sectors, 4.12%
against,12.4%, 1.98% against 2.39% and 4.64% against
7,37%grespectively. What is most disappointing is the
fact that the sectors which most promote‘growth (industry—
manufacturing) compared to the past, now contrlbuted ,
less to the growth of G.D.P,. The consumer prlce 1ndex
on the other hand 1ncreased on a yearly ba51s by an
average ofv16% reaching a peak. of 27¢ in 1974. - The
average inflation rate of this period, should be noted,
is well above the average acknowledged by 0.E.C.D.
member countries (10. 59)6Q for the same perlod and
far beyond that whlch Greece endured durlng the 1967-
- 1972 period.

An expansionary fiscal and monetary policy has
been followed by the Democratic Government which
succeeded the Military Regime in early 1974, with the
aim of .stimulating domestic demand and with the expecta—

tion that vis a vis the former, the economy would be
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led away from its 1974 recession | Aiming at inducing
the expan51on of productive capac1ty,‘output, and in
general malntalnlng a- hlgh growth rate of the eCOnomy -
(p0551b1y to ensure and 'speed up' the entry of Greece g
to the E.E.C.), a pollcy stimulating effectlve demand B
was pursued throughout the perlod 1974 1978
Unfortunately, as we have noted earller, the expan+ft
.sion of. the productlve (growth promotlng) sectors of )
the economy can only be regarded as dlsapp01nt1ng,
while the real G.D.P. growth of the economy as a whole,,
as moderate. Investments, productlve capacity and
productivity, as we shall soon indicate, increased
at’decreasing,ratesﬂwhile the country's terms of trade
deteriOrated badly. 61 As a consequence productlve
: effort slackened and a progressive 1nadequacy of supply
of~goods and services resulted , The 1nelast1c1ty of
- supply in conjunction w1th the flscal and monetary ,
policthhich has been followed (stlmulatlng aggregate

'demand) are the basrczreasons and factors whlch ‘have

: .alded, malntalned or accommodated 1nflatlon 1n

this period. What in fact we have just suggested is
thatfaggregate demand has“grown beyond,theJllmlts of

the country's productive capacity.

e "y R Ly
Stimulating aggregate,dema'nd6

Basic principles offmacroeconomic'theorywsuggest that,"'
. where the total of private consumption and investment
expenditure-iS‘inadequate to induce the full utiliza-
tion of the economy“s productive capacity an expansion
of aggregate demand through Government fiscal and
monetaryemeasures will tend via the multiplier process
to induCe"the'expansion of.output;~ In the short run
and untll the full employment equlllbrlum state of the
economy 1s achieved, an enlarged aggregate demand Wlll'
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‘tend to 1nduce the expan31on of output.63 7HoweVer,

as soon as the. productlve llmlts of the economy are
exhausted the fallure of supply to meet demand will
tend to ‘bid up factor and - product prlces. ‘In the long
run, further expansion of output and the elimination

of inflation might be possible only if productive i
capacity expands which will enable output to increase.
However, if the above favorable-optimistic procedure
described is to take place in the long run, certain
conditions durlng the short run perlod must he met. ,1‘
Name Ly that- : ’

[(a)'”Inflatlon in the short run does not 1ncrease the;'
: average propensity to consume,
(h) The redlstrlbutlon of income in favor of prof:';LtsG4

takes place,

(c) The propen51ty to - save out of proflts be larger S

than that of dependent 1ncomes.

If the above preconditions are met it is expected that

the average propensity to save will increase, which

o w1ll enable new 1nvestments and productlve capacity to

expand, while higher profits w1ll induce the under-
taking of these investments. , : R
A conscious Government policy thus, of stimulating:}

aggregate ‘demand in order to achieve high growth rates,ff”“

of the economy, even at . the risk of short run 1nflatlon,
should only be followed if there exists good reason '

to beldieve that the various preconditions (outlined
above) needed so that productive capacity expands, are

met or can be met again through Government intervention.
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In addition to the above great care must be taken in
.choosing the appropriate method of enlarging aggregate
demand. That is, whether to do so by enlarglng Govern-
ment current expendlture, by 1nvest1ng in 1nfrastructure
whlch aids the expans1on of private productlve capac1ty,
or by part1c1pat1ng dlrectly into productlve 1nvestments
in which case the Government dlrectly 1ncreases the
productlve capac1ty of the country, by reduc1ng personal
taxes so that average propensity to consume 1ncreases
or by reduc1ng taxes on profits so that the investment
component of aggregate demand 1ncreases.65

A last p01nt Wthh deserves our attentlon, rele-
vant to the problem of 1ncreas1ng productlve capa01ty
and combating 1nflatlon, refers to the way by which

66 W1ll be flnanced namely whether

Government deflCltS
from external sources or domestlc and 1f from domestlc
-sources whether from prlvate sav1ngs or from the
Central Bank° In case. the Government borrows from che
prlvate sector thlS 1s equlvalent to a transfer of
resources‘fpom theﬂprlvate to;the%publlc sector and
the question to be posed is whether these'funds would
have been more efficiently-productively utilized byn
the private sector. . In case the Government borrows from
the Central Bank this is equivalent to an increase in.
the money supply and liquidity which in conjunction .
with an expansionary fiscal policy mayilead;to,an, :
'overheating' of the economy and perpetuate inflation.
The purpose of the preceeding analysis was to,
illustrate:

(a) The limitations of success (under such a policy)
to ensure high growth rates without the risk of

inflationary pressures;
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(b) Certaln of the most 1mportant condltlons which
" must be met if investments, and through them
'productlve capa01ty, product1V1ty and output,
are to grow,, '

(c) That the level, COmpositioh'and way of financing
Government expenditure relates directly and

indirectly, both to the problem of expanding

productlve capac1ty and to the problem of infla-

thI’l H

(4) That combatlng 1nf1atlon through the supply side-

requ1res that productlve capa01ty expands- ’f

(e) TFamiliarize the'reader with certain issuesirelat4 .

ing to the problem of inflation w1th1n the

theoretlcal context of the preceedlng analysis-

‘presentatlon since the comp051te problem of infla-=

tion and our 1nvest1gatlon hereafter will be

attempted within such a theoretical framework.

As noted earlier in our 1ntroductlon, ‘the perlod .

1974~ 1978 compared to that of 1967- 1972 1ndlcates
distinctly opposite characteristics: low real G.D.P.
growth accompanied by persisting high inflationary
pressures. Further while during the years 1967-1973
lthefcontributionfofwsecondaryﬂproductionVto,G,D-P,wt

increased, from 28% to 35%, the reverse occurred for a

the 1974-1978 perioc_i.G7 As for the sectoral growth

rates of the two periods a comparison‘has been given
in the.first page of our introduction, which suggest
relatiVe inelasticity of supply of goods compared to
services for the later period. This inelasticity, we

have proposed earlier and willAattempt to prove, in
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conjunction with the expansionary fiscal and monetary
policy followed are the principal causes of the
persistent hlgh 1nflatlonary pressures durlng the 1974—
1978 period: the former because of its supply effects,
. the latter primarily due to its demand effects.t

By contrastlng data most of the times of the two
perlods, 1967 1973 - 1974~ 1978, we shall 1nvestlgate,~
what happened to productive capac1ty, savings, profits,
consumptlon, money—supply and llquldlty, and whether
the various COndlthnS outllned elsewhere as requisites
for growth andycombatlng inflation were met. - Eurther
we shall attempt'to‘eXplain in the light of evidence
as welllas‘logio}ythe moﬁement of certain economic
aggregates,:variables andhprovide a,compositeopresenta-
tion of the inflationary phenomenon aseessing in the
end the role of the Government and 1nst1tutlons or.
persons in the whole process.
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CHAPTER VI

INVESTMENTS, PRODUCTIVE CAPACITY, PRODUCTIVITY AND
S ' PROFITS -

As can be seen from table XVIII;‘réCOvery in inveStment'
activity since the rece551on of 1974 has been moderate
Despite a gradual slow increase in gross fixed asset
formation throught the 1974-1978 perlod, in absolute ‘

- numbers, in year 1978 it still had failed to reach the
peak of Drs. 100,093 million in. 1973, totalllng a mere
Drs. 91100 million (on the basis of constant prlces)

~In relative terms gross fixed asset formatlon as a per-
centage of gross expendlture of the economy, represented
the 22.67% for the period 1967- 1972, the 22 86% for

the period 1967-1973 while only the 18.8% for the years |
1974-1978. What is even more disappointing is the '
fact that the mild 'recovery' in investments is primarily
attributed to'the recovery of investments in dwellings
while investments in machinery and equipment which

expand and increase productive capacity and productivity
not only failed to recover since 1974 but on the contrary
decllned year after year 51nce.68 The recovery of
1nvestments in dwellings while contrary developments
vtook.placetin the manufacturing sector was realized
while credit facilities for the former have been tight
since 1974 and relatively easy for the latter, 1In |
partlcular, from table IV 1t is ev1dent that credlt

. to the hou51ng 1ndustry declined as a percentage of

total credit while that extended to manufacturing
and'mining increased during 1974-1978. It seems that
some way credit extended to manufacturing was used

for speculative purposes and was directed for dwelling
purchases, If this has been the case and industrial
credits and/or profits have financed such purchases
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as second best alternatives, then one may assume that -
prevailing conditions in manufacturing are not accept-

able while future-prosbeéts gloomy, especially iqunev

cdonsiders that until recent yearskhousing had an;I,C;OIR;,  -

of 15.18 against 3.14 of manufécturing.gg,;This.topic
however will immédiately be taken up and exam;ﬁ‘d_more
thoroughly. - Ly Tt

The low G.D.P. growth of manufacturing in this period
is primarily due to the'élackening‘of'productive effort.
From the following table it is evident that in recent

years increases in productivity have been very low.

TABLE 14
Years ; Productivityyindex:7o 1970 = 100 “'kaverégé annuallrate'
1970 ~100 0 - 1970
1971 ©103,5
1972 115,2 6.43%
1973 . 125,7 1973 |
1974 1219 | 1974 ~
1975 126, 3 6%
1976 - 131,5 1.9%
1977 127,6 s
1978 - 133,1 1978

Source: KIRIAZIS, D. 'Declining growth rate of labour
productivity in manufacturing in recent years',
~in 'Economicos Tahydromos' issue of 17/4/1980,
p. 25 (in Greek). '
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Productivity on the average increased by 1.9% annuallyci
for the period 1974-1978, 6.43% for the period 1970~
1973 and around 9% for the peirod l967+1970,7l"0ne~' :
factor which contributed is the low ‘growth-in product-’f”;
ivity has been the official policy and regulations since =
1974 which discourage lay-offs and overtime work and
which, combined with the substantial increase in over-
time pay, have favoured the extention to two shifts

72

instead of one. Also due to the reduction in per-

employee working hours; established since 1975.73 A
second factor, probably even more important, is the
declining trend in gross investments in manufacturing

and more so_the fact that‘these,ccnstituted primarily

of replacement inVestments which do not expand produc-

tive capacity nor constitute 'new' technology through
which productivity would increase. In particular
according to data74 obtained from a recent study conduct-
ed by the 0.E.C.D. gross investments in manufacturing o
declined from 14.914 mill. drs. in 1974 to 12.551 mill.
drs. in 1978 and while 51% of gross investment was re-
placement investment in 1974, in 1978 replacement invest-
ment constituted the480%,of gross investment in that |
year. As a consequence,,het capital stock increased by
'deCreasing.rates since. For comparison purposes we
mention that additions'to net capital stock in 1972

were in the region of 13.1% and only 2.9% in 1978.

Before we proceed in examining the reasons for which
manufacturing investments haveedeclined in recent years,
we wish to remind“thefreader“of how a decline in prod- -
uctivity may cause inflationary pressures through the
goods side. Such a case is possible if the slackening
of productive effort has not been accompanied by a re—'
duction of purchasing power: in the case where the de-~

cline in productiVity is due to shorter hours worked
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or due to a decline in the output per man-hour the re-
duced availability of goods has not at'all been matched
by a‘corresponding reduction in purdhaSingﬁpOWer and 7
thus prices are morekapt to be driven high rather than
in the case where reduced productlve effort due to lock-
outs, strikes or unemployment has been accompanled by
some reduction in purcha51ng power. 73 In Greece, a
similar to the above situation outlined seems to have
prevailed in recent years either because of the tlme

lag 1nvolved before people are laid~off. at tlmes of
reces51on in the economy76 or because. the rate of
growth of real wages and salarles in manufacturlng has
surpassed product1v1ty growth ’

ProduCtivity and:profits in manufacturing,

The'basic reason for which investments in‘manufacturihg
have been'sluggish since 1974 and have primarilyfcons—
tituted replacement investments, is that aggregate
profitsaas~well‘asuprofitxmargins have>been'reduced
subétantially; From the table which follows we can see
that aggregate net profits in the major industrial
sector in the years following 1974 have been declining
despite the fact that sales in value terms have been
rising since. On the basis of current’prices'profits -
have declined between 1973 and 1978 by some 44%,'from

11 billion drs. in 1973 to 6,2 billion in 1978, whlle'
on the basis of constant prices (1974=100) proflts

' between the same period decllned by 72%, from 14 billion-
drs., th3v9,bllllQn drs.; ‘According to the Confederatlon,f
of Greek~1ndustries,the average profit rate" (after de-
preciation) fell from about 15% in the period 1972-1974
to 6% between 1975 and 1977, the rate being 5% in 1977.
This average profit rate seems to be very low so as to

77

7encourage new 1nvestments espec1ally when the 1nterest
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TABLE 15

PrOfltS, sales and employment in the major

'1ndustr1al sector

(Sales: and proflts 1n brlllon drs., employment 1n thouf o
sands) . o | o -
- 1973 2974 1975 1976 1977 1978
SaleS ....eeeneieeenna... 14404 196.1 238.2 294.2 365.2 443.7
Persomnel .............. 238.2 254.6 129.4 286.3 306.6 317.1

Net proflts current , : : -,
prices  .......e..... 11.0 11.2 5.8 7.8 6.8 6.2

Net profits: 1974 prlces 14.0 _'11;2 ' :5;2 6.1 4.8 3‘9’l:] r';":

Source: 'NAFTEMPORIKI', issue of 28/2/1980 and 'EXPRESS',

issue of 17/2/1980 (econom1c/f1nanc1al news-
papers, Greek)

on time deposits is much hlgher (also a tax-free income
- low profitability in the industrial sector in conjunc—i‘v

source) and the cost of borrowed capital high.

tion with the high cost of borrowed capitel have in
recent years reduced the incentive to invest in this.
sector -and this in part explains why investments . have
: been slugglsh and constltuted Pprimarily of replacement,*
lnvestments 51nce 1974, 73 ,
Reduced proflt margins seem to have resulted from
the fast recovery of wages and salarles in recent
years, after the succession to power of the Democratlc-
Government in 1974. - As can. be recalled the wage rate:

policy pursued by the Military Regime during 1967-1973 .

- allowed for wage and salary increases only in accordance

7i,to improvements in productivity. This enabled firms to
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TABLE 16

Evolution of labour renumeration

average real  average real
years salary index change. wage -index change
1970=100 8 1970=100 %
1972-73  112,2 12,2 108,1 8,1
1974 108,7 - 3,5 108,8 0,6
1975 115,5 6,2  116,54{ 7,0 |
1976 125,2 | 28% 8,4  120,5 (0% 13,1
1977 133,7 . 6,8 137,1 5,9
1978 41,5 ) 5,8 151,4

10,4

Source: KIRIAZIS, D. 'Declining growth rate of 'labour
‘productivity in manufacturing in recent years',
in 'Economice“tahydromos','issue'of 17/4/1980,
p.25 (in Greek) . e e e

'capitalize' upon labour as most of the productivity
gains then resulted to increased profits and only'a '

small fraction was’ dlrected towards. 1ncreased real -
80 .

wagee. "After 1974 this wage rate policy was abandoned"

With the labour ‘unions hav1ng regained their power and
with the Government in favor of an incomes policy
almlng at reduc1ng ‘wage differentials and income dlsparl-

" ties for welfare reasons, ‘real wages and salaries

'managed' to grow “in excess - -of productivity growth
This is clear from the data of tables 14 and 16. There
uc£1v1ty between 1973 and 1978

we see that w"le pr’

grew by ‘some
~ real’ salarles,by 26ﬁ. “Profits and profrt margins
have not been reduced'howeVer‘onlyjbeoause”wageyand ,
" salary increases were in excess of productLV1ty growth'
the wage bill had 1ncreased also because of the big
rise in employment which was the result of the offlcial

,%,‘rea wages “had 1ncreased by 40% whlle o

e e
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‘Vpolicy and regulatiohswsince’1974 which discouraged- ’
lay-offs and overtime work and had also reduced average:
- mans hours worked in manufacturing from 45 hours a

- week to 42 hours. The above policies made it necessary.’
to use two shifts 1nstead of one and to employ more

in order to produce the same output, so as to reduce
unemployment.  This rise to employment however was

made both_onAthe expense of product1v1ty and-proflts.'

2. Public sector investments

We have cons1dered 1t necessary to examine the evolu~-
tlon of publlc sector 1nvestments flrstly because o
 these at least until recent years represented a sub- _}i'ﬁi
~]stantlal,part of the country s gross fixed 1nvestment"
fand secondly because sectors or~branches of sectors

such as agriculture and fishing, transport. and communica-
tion, electricity~gas—water etc. have relied heavily

upon these investments for their development and growth;

| The first general observation to be made concerning-
public sector.investments is that these in recent years
‘have declined both, in voiume, as a percent of G.N.P.
and of total gross- flxed 1nvestment , From table VI we
_can see that, on the bas1s of constant prlces, gross:
flxedvassetmformatlon‘of,the ‘public sector amounted in =
1978 to only Drs.;20670 million’compared to Drs. 28855
million'in year 1972 and Drs. 27906 miiliOn'in the year
1973.: leed imvestments by the publlc sector, as ‘a per
cent of G.N. P (at current market prlces), have decllned =
from 8 3% in 1972 to 5 1% in 1978 ‘reaching a very low
level of 4,9% in 1977.81
total gross fixed 1nvestments, these have declined‘from
31,3% in the year 1971, to 22,6% in 1978, indicating
thus the fact that in relative terms private investments

As a percent of the country's




57

have been less slugglsh than publlc 1nvestments 82

For comparison purposes we mention that for the perlod
- 1964-1968 publlc gross fixed investments represented‘
the 27% of total G.F.I. in that pefidd the 29% 'in the
period 1969~ 1973 and only the 25% in the perlod 1974-
1978.83 - b ‘ :
The second 1mportant observatlon to be made concern—"
ing public investments is that these have declined o
prlmarlly in those sectors or branches where prevrously :
‘government part1c1patlon had been 1ncrea51ng “and whlch '
have tradltlonally relied upon public 1nvestments heav1ly
for their ‘development' and growth “'In partlcular we
refer to those branches or sectors like (a) agrlculture,
flshlng, forestry, herd—breedlng, (b) electr1c1ty-gas— o
Waterworks, (c) transportatlon and communlcatlons.
Because of the nature of the investments requlred ‘to’ _'
promote the growth and development of the above mentlonedw
branches or sectors of economlc act1v1ty and because‘ ’
of the hlgh initial overhead costs 1nv01Ved (as in the
case of major land 1mprovement progects, dams, hydro—‘dh
electric plants and other), at least in the early stages"
of economic‘deveiopment of a country, aboutnthe"onlyk |
domestic agent able and w1lllng to flnance large scale
projects in 1nfrastructure is the publlc sector. In
Greece, as can be seen from table VII after 1967 and
until 1972 1973 the maijor contrlbutor to the high gross v
fixed asset formation in the sectors mentloned had
become the state, whereas after 1973 when'the‘oppoSite
occurs, the public sector seems to have been the major
agent responsible for the low‘grossnfixed asset forma-
tion during the 1974-1978 period,'“Of:course;private'
investments in the sectors concerned have also declined
since 1974, but by far less than public investments.
In terms of annual growth rates and on the basis of
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'hconstant prlces, publlc gross 1nvestments 1ncreased
durlng 1969 1973 by an annual rate of 11,7% and. deh
cllned durlng the 1974-1978 perlod by an annual

of 5,7%: further, publlc gross 1nvestments in 1nfra—'
structure 1ncreased annually by 10,6% durlng 1969 1973 -
and decllned by 8,6% annually durlng 1974~ 1978 1nd1cat—{'
ing thus not only a decline in volume but also a change
in the distribution of public gross investments not

~in favor of 1nfrastructure investment in the later
period 84 In fact, during 1969-1973 investment in .
1nfrastructure absorbed the 82, 49 of public gross 1nvest—f
ments whlle in the later perlod 1974 1978,,the per-
centage becomes 75, 3% 85 o v | |

' Now, the decllne in publlc sector 1nvestments has,
‘ not been the result of a cut-down on public expendlture
Whlch on the contrary, as. a percent of G.N.P. has in- :
creased from,28,4% in 1973 to 35,2% in 1978. this decllne,
merely reflects the fact that fpriority' was given to
current consumption expenditure, transfers and subsidies
against investments. This is evident from table XXI |
where we see‘that while public expenditure after 1973
rises as a percent of G N.P., fixed investments decline,d,
from 7,5% of G.N.P. in 1973 to 5,1% of G.N.P. in 1978,
Whlle expendlture on goods and services rlses from
11,86'Qf G.N.P. to 16 4 and transfers and sub51dles,
- from 9'1 of G. N P. to 13 7% for the years mentioned.

' The rlse in sub51d1es and transfers, and of current
expendlture whlch malnly is due to the rise in civil
~servants wage-salary blll,86 has been the outcome of
the welfare policy pursued durlng 1974~ 1978 ThlS ,
consumptlon orlented dlstrlbutlon of publlc expendir-
ture, a51de from 1ts 1nflatlonary effects which we
shall anlayze later on, has been the pr1n01pal cause

of the slugglsh investments in the primary and other
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branches or sectors mentioned earlier, and'must have
- contributed to the weaker productivity growth which
all sectors (outside manufacturlng) incurred in recent

years.87f

Conclusion

In this chapter we had set forth to examine’and'explainc
why in a period of rising prlces, output expan51on had
been moderate and thus 1nsuff1c1ent to mltlgate poss1ble,
1nflat10nary pressures orlglnatlng from ‘the demand 51de.'
We - have seen that one ba51c factor for whlch produc—‘
tive effort had been slugglsh in recent years has been ;’
the low level of investments and in partlcular of those~w
which increase productlve capac1ty and product1v1ty, ,
and thelr mal ~distribution. Now in those spheres )
of economic act1v1ty where prlvate 1n1t1at1ve had been,
~dom1nant, as in the case of manufacturlng, ‘the decllne
in 1nvestments, and consequently of product1v1ty, »
resulted because of the low proflt margins and aggregate :
profits whlch were reallzed in this 1ndustry As we
have seen profit margins had substantlally been reduced
prlmarlly due to the increased wage bill brought about
by the rise in employment and the exce551ve salary and ’
‘wage 1ncreases Wthh had taken place.‘ These we have |
noted earller were made possible due to. the government

leglslatlon and pollcy and trade union pressures. This

low proﬁltablllty of 'productlve aCthltleS explains
in part why,’as suggested earller, some credlt extended

to manufacturlng was flnally dlrected towards the

_ flnanclng of speculatlve activities such as real estate
and dwelllng purchases or constructlon, and the fact
that the only "industry' to 'flourish' in recent years
wasithe‘dwellings industry. In the other sectors or
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branches of economlc act1v1ty, low productlv1ty and
output growth, we have suggested, to have been the

result of the decllne in public investments and the
maldlstrlbutlon of publlc funds. This Yconsumptiont

oriented distribution of public funds, not in favor of

productiVe investments, which took place for 'welfare'
if not for political reasons alone, not only did not
help combat inflation from the supply side but further
as we shall indicate in the next chapter, was one of
the many factors Whlch induced inflationary pressures.
ar1s1ng from the demand side. ; ,

In conclu51on, the lack of new and productive

1nvestments in recent years, both private and public, .

"has been the most 1mportant factor respons1ble for the

dlmlnlshlng growth of output, productlve capac1ty

and productrvrty Whlch as we have seen in the prev1ous
chapter are some of the requisites to combat,lnflatlon
through‘the supply side. Now the low level or lack
of private productive investments resulted because
anotherqcondition was‘not met in recent years: namely

a redlstrlbutlon of 1ncome in favor of profits which -
would enable and 1nduce the undertaklng of the above—
mentloned 1nvestments. In a capltallst economy infla-
tlon may 1ncrease proflts by reducing the real purcha51ng
power of other klndS of lncome, and can only do this if

some of the other partles lnvolved are unable to protect
‘88 ~

' themselves agalnst its effects. In Greece, as we

have seen, because of Government leglslatlon and labour
union power' 'the other partles 1nvolved' managed not -
onlyynot to reduce thelr real purcha51ng power but further
to increase it at the expense of profits.

Now the low level of publlc 1nvestments simply
reflects the ‘manner and Government preference in allocat—

ing expendrtures. The 'consumption' oriented distribu-
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tion of public'funds,'onyone,hand,mayyhave been the
result of an intentional conscious fiscal policy
aiming at stimulating aggregate demand via increased
consumptlon expendlture and in partlcular of wages and
salarles, ‘transfers and sub51d1es, on the other‘hand ’

’ mlght have been totally accrdental or 'forced'kin the
sense that in order to remaln ln power and be popular
“the present Government gave in 'to the demands of
various pressure groups, for a better welfare pollcy

or for wage and salary 1ncreases. Whatever the case

may be the fact remalns that the way by which publlc d,,y

‘funds have been allocated not only dld not help combat L

1nflatlonary pressures, on the contrary, these accommo-'

- dated inflation. More on thlS 1n the chapter to follow.gyyf
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- CHAPTER vII
| ,CONSUMPTION, SAVINGS, AGGREGATE DEMAND, MONEY
' ~ AND LIQUIDITY '

As can be recalled from chapter V, long—run con51dera-'qu

tions concerning the problem of combating 1nflationary Epf o

pressures through the supply side, " related to the k M
problem of expandlng productivevcapac1ty and increa51ng i
.‘product1v1ty and output growth The above mentiOned

issues have been examined in the preceeding chapter

and the concluSion reached was that the necessary con- Fi;f

_ditions (long-run) to combat or minimize inflationary

pressures through the supply s1de were not met or wereggﬂﬁp

’ non—ex1stent during ‘the 1974 1978 period v

In the present chapter we shall 1nvestigate some
of the short-run conditions which earller we have re-
ferred to as requisites in orxder to combat inflation,
particularly from the demand side, and examine whetherf.p
these were met or not, and'if’not why so. Among.other"’
We'have mentioned the necessity that inflation in the
‘GShort—run does not increase the'average propensity to
consUme, that a redistribution of‘income in favor,of
 profits takes place which would enable and induce
productlve investments, while fiscal and monetary :
polic1es should be preferrably geared so as to stimulate
productive 1nvestments (the investment component of
aggregate demand), control overall liquidity and not
distort resource allocation. Unfortunately neither of
the above was fulfilled. ‘
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Consumption, savings and‘aggregate demand

The first condition not fulfilled 1n recent years
concerns the propenSity to consume. As can be seen .
from table XXVII, on the baSlS of constant ‘prices,
total savings of the economy declined,graduallyrbut
substantially from 23 15 of G.N;P. in 1973 to 18% in
year 1978 reaching a very low level of 17% in 1977.
The apparent low level of sav1ngs has been the result:
of the increased private as well as public expenditure,
and in particular, consumption expenditure. ,Now, there,
are several factors which contributed to, and induced,
" the rise in consumption and decline of the saVings
ratio. ‘ o . . fenie :
First”of‘all,'the negative”realiinterestmrate,Which’
depositors have‘been enjoying sincek1973‘seems‘to,i
have led to. a sw1tch in preferences from finanCial
‘assets to alternative forms of 1nvestment' such. as
housing or durable good purchases, such as cars etc.sg
This probably sw1tch had been relnforced by the lack .
of proper alternative forms of sav1ngs investments90
- such as a well structured capital market in. Greece which
is virtually non- ex1stent. Negative real .interest rates
in recentkyears have;ranged‘from'—l 9% to -16,8% on
- long-term depOSits and from -3,9% to -18,3% on sav1ngs
,depos1ts.91 '
Another factor, not less 1mportant to the previous,
4contr1but1ng to the low level of savings must have been.
the very low level of profits which in recent years
. the industrial sectors have realized. Profitability
in this sector, as can be recalled had been substantially
reduced prlmarily because of labour union power. and
.government legislation which allowed 'labour' to main-

tain and increase its real income and purcha51ng power

. at the expense of profits,
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" Finally we would like to mention a series of other
factors, some structural, some induced by goyernment'

pollcy, whlch ‘have led to an. increase in the . propensityifj R

to consume as well as consumptlon, and Whlch factors
help explain where from 1nflatlonary pressures orlglnatef'
in Greece. We begln by mentlonlng agaln the govern—
ment's income policy which aimed at redlstrlbutlng
income in favor of low income groups, not only for
welfare purposes alone, but because it was expected

that via this redistribution, consumption would rise,
as low income earners have an above average'propensity y

to consume 'home"goOds,92

and in d01ng so the balance. ,4f
- of payments s1tuatlon of the country would 1mprove. .
Thus,ras1de from the varlous concess1ons glven to ﬁ‘,
dependent labour Whlch we have seen in the prevrous,
chapter, the government doubled the level of untaxed
agrlcultural income from Drs. 250 000 per year to half
a mllllon drs. and further 1ncreased transfers and

~ subsidies. out of 800.000 farmers only 1. 646 pald
Vtaxes in 1978 amountlng to the sum- of only Drs. 6 5
'mllllon, whlle tax reliefs, exemptlons and allowances ,
to the rest of the households amounted to 41% of report—,'

ed 1ncome in the tax returns, whlch also represent only
93

_279 ‘of actual total household 1ncome., As it is ev1— L

; dent ‘tax exemptlons are hlgh whlle tax rates low 1n ,
‘Greece. The incomes policy concernlng dependent 1ncome
earners had not- been less expan51onary Despite the

- high tax reliefs just mentloned, substantial real salary
rand wage pay increases had taken place in the publlc o
and most of the private sector of the economy at a tlmed
when the opposite was called for. ‘From‘the following
tahle 17 we can see that general government average
yearly pay increases ranged between 18- 30% whlle those
of total economy between 19 and 23%. The government,
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; - TABLE 17
_Wages and salaries 1974 1978

" Percentage changes from previous year

1974 1975 1976 1977 1978
1) Total economy - ) k -
average earnings 21,5 21 . 23+ 19 721

2)VGenerél government . SR S Lo S
- average pay3 30 20,5 22,5 18 26

l.vprovisional, :

2. rough estimates for non-agricultural sector,

3. budget expenditure on wages and salaries and other
pay divided by the number of ‘people worklng in the ERRAS
 PubllC Service. ' i v -

Source: O;E.C.D.AAnnualaSurvey,Greece,.1979.

by leading the pace in the satisfaction of salary and

wage increases of its. employees, must certalnly be

partly respon51ble of a wage drift to the rest of the'

economy which has been one of the reasons behind the

low profits realized primarily in the industrial sector.
Now with the redistribution of income in favor

of profits not taking'place and with variouS“low'

income groups (with a high propensity to consume) manag-—

ing for one reason or another to maintéin and'increase'f

their purchasihg power, either at the 'expense' of

profits or government revenue (as we shall see) it is

not surprising that savings have'been‘low, consumption

~high and 1nflatlonary pressures very persisting.  From
table XIX we can see that while consumers expendlture

as a percent of G.N.P. after 1968 and until 1973 had
beeh declining, it started to rise after 1974, averaging
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for the period 1974-1978 68,2% of G.N.P. against 67%
for the 1967-1973 period. : ‘
We spoke earller of income groups managing to

: maintaln and increase their purchasing power at . the

i expense of government revenue. We meant to refer to

those income groups which do so, prlmarlly through tax* o
evasion, which together with the substantial tax exempf‘
tions, the narrow tax base and the low rate Of‘taxa— e
tion are responsible for the very weak direot tax
pressure in Greece as well as for the low tax elasticity
with respect to G.D.P., in compatrison to other 0.E.C.D.
member countries.94 For comparison purposeS'we mentiong"
that total taxes in Greece have an elastlcity with

: respect to G.D.P. of 1.13 agalnst 1.22 of O.E.C.D. Europe
while total tax revenue as a percent of G.N.P. amounts '

to 22.4% for Greece against 34.5% of G.N.P. of O.E.C.D.
96 ‘

95

Europe. The escape of otherwise taxable income from:
taxation, either due to inefficiencies in the tax
’syStem employed or due to the~nature of the structure -
of employment which makes very dlfflcult the controlllng
and tapping of incomes and profits, especially from-

self employment;whlch accounts for about 65% of the

non-agricultural labour force‘,g7 ‘being large ‘as: 1t is,

f-means that more dlsposable income is: avallable to be

spentkbykconsumers‘and further that theoresultlng

loss of revenue may, as has been the case, lead the
gQVernmentfto find refuge in deficit spending to cover
its budget or other expenditures. '~ In fact, the progf?
ressive inadequacy of the public sector to cover its
expenditureskthrough tax revenue explains in part the
rising public debt and deficits which must have un-
deniably aggregated inflationary pressuresrgg"The
higher than indicated in the national accounts dispose

able income of households also undoubtedlyvhas influenced
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the level'of conSumptlon Savings‘and prices, A character—

istic descrlptlon of the present s1tuatlon in Greece,

concernlng the 1ssues dlscussed above, 1s glven in a

recent survey by Flnanc1al Tlmes whlch reads as follows._

'The w1de—spread practlce of second jobs is only part

of the plethora of acth1t1es whlch cause the unoff1c1al_

economy to be equivalent to no less than a further 25

per cent of G N.P. The extent of speculatlon in goods

and 1and addes to the pressure ‘on prlces Most of the

earnlngs from these act1v1t1es, llke the 1mportant

agrlcultural sector, are untaxed It 1s this whlch ; ’

explalns why - even today, when non—agrlcultural sectors'

are 1n general showrng a decllne in. output, consplcuous’

consumptlon in bouthues and nlght clubs remalns hlgh

Tax aV01dance and tax eva51on mean ot 199 ‘ o
"A second way, dlrect through whlch prlces are o

1nfluenced results from the ablllty, certaln categorles

‘of self employed have, to pass over to consumers any .

burden or loss of 1ncome due to the worsenlng of the

terms of trade or 1nflatlon, 1n the form of prlce o

increases. Thls is made possrble due to market 1mper—‘

fections such as 1mperfect competltlon, closed' pro—

fe831ons, lack of proper 1nformatlon on behalf of the ,

consumer as regards prlces, etc. all of which are | |

characterlstlcs of the market 51tuatlon for a serles

of serV1ces rendered by self employed, a result of whlch

is also the much above average rate of return en]oyed in compar-

ison to labour remuneratlon in the 1ndustr1al and other

100~ The above mentloned

sectors (of equlvalent tralnlng)
consumers in turn, llke all other households sufferlng
a loss 1n thelr real 1ncome due to inflatlon, will try
to restore thelr purchaSLng power and thus, the struggle
between various income groups. over the dlstrlbutlon of

-income perpetuates an inflationary spiral where wages.
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chase prlces, prices wages and so on and so forth

Having seen and examined the most 1mportant

B probable factors which induced the rise 1n prlvate b

consumptlon expendlture (and dlssaVLng) we shall now

, make a small reference agaln to publlc sector consump—m :
tion expendlture and its r1s1ng def1c1ts Whlch earller:;h
we mentioned to have beyond any doubt 1nfluenced the
level of aggregate ‘demand, prlces etc and whlch

sector is largely respon51ble for the low sav1ngs

ratio of the econony. ;

The first thlng to note is that the part1c1patlon’ff,
of the publlc sector in total consumptlon has risen
from 15,4% average for the perlod 1969 1973 to 18 7%
for the years 1974 1978 w1th a peak. of 19 7% 1n 1978
'Further, current expendlture on goods and serv1ces as
a percent of G.N. P. has risen from 11,8% in 1973 to

idl

16,4% of G.N.P. in 1978 whlle sub51d1es, transfers etc.j
have risen from 9,1% of G.N.P. in 1973 to 13,7% in 1978.
The consumptlon orlented dlstrlbutlon of publlc funds.

mz

- we earller had menltoned on one hand to have been the
result of an 1ntentlonal conc1ous flscal pollcy, aiming Cl
at stlmulatlng aggregate demand v1a 1ncreased consump-
tion, also serving polltlcal purposes ‘and 1nd1cat1ng

the government preference 1n allocatlng expendltures.
However, a result of the 1ncrea81ng publlc sector -
expendlture (current) was that sav1ngs decllned from |
16,9% of total revenue ‘in 1973 to 0, 1% in 1978 the;p‘x
latter representlng and able to finance only 0 7% of
publlc 1nvestments for the year mentloned.l_o3 The' ,
h'resultlng def1c1ts of the public sector to cover 1ts
total expendltures rose steadlly through ‘the years to
amount or correspond to 6, 5% of G.D.P. (at market prlces)'
in 1975, 7,25% in 1976, 7,25% in 1977 and around 6% |

of G.D.P. in 1978.10% The reduced deficit in respect
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to G.D.P. in 1978 was made possihle through budget
expenditure cuts of about Drs. 8 billion, consisting
of Drs. 5% billion investment cuts and Drs;'Z%bbilliOn,
ordinary expenditure*cuts.105~wSo'much the height iof
these deficits, but also the fact that these have
primarilyinnanced'or.covered substantial*increases

in ‘current expenditure against investments, in our
oplnlon leaves no doubt as for their inflationary 1mpact.7
What is- even more important than the growth rate or
helght of ‘public deficits, as regards inflation, is the

way by which these have been financed.

Money, credit and liquidity

As oan‘be recalled,'we had.earlier mentioned that in

the case where‘government deficits are financed by the
Central Bank, this would actually mean an increase in
monetary c1rculatlon or the money supply in which case

inflationary pressures are- aggrevated 106

Further,
some are of the opinion that when the total deficit of
the‘public sector grows at a high rate and when this
tendency is not counteractedwby an equivalentVsurplusfr
creating tendency in the private sector, then monetary:
expansion becomes inevitable and so is the reinforce- -

107 Whetherimonetary

ment of inflationary pressures.
expansion exerts‘an upward preseure on prices either,

in a direct manner and because it exceeded the growth
_rate of real natlonal 1ncome (Chlcago School), 1nd1rectly'
through 1ts 1nfluence upon 1nterest rates and- these

upon. ‘the level of expendlture (Keyne51an School) , or
agaln 1nd1rectly as it influences first demand, demand
the conflict over the distribution of income and the

108 the fact remains that most

latter, the price level,
economists accept that monetary policy does influence

expenditure, and demand prices and wages albeit not in
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the simple fashion usually outlined."The inclusion

therefore of certain issues relevant to”the evolution

of monetary aggregates becomes 1neV1table 1n the thes1s; 
We begin by noting that a great part of the ,

 large public sector deficits have been financed by the

Bank of Greece, while the rest, through the issuing

of interest bearing notes (treasury bills) which are

- bought by the commercial banks obligatory, and through.

external borrowing. 09

(Until 1972, the public sector
borrowed from the public by issuing bonds,fsomething '

which seems however not to have been feasible since).
According to the 0.E.C.D., public sector borrowing

was the main expansionary factor behind the growth of ’
Ml (monéy supply narrowly defined), as can be seen from; '

" the table which follows, while both the growth of M1

~ TABLE 18

- Monetary indicators

(Change during'period, billibn Dts.)" ’ /
1973 1974 1975 1976 1977 1978

1. Factors affecting money -
supply . o - - s
‘Private sector .......... 17.0 '10.2 =3.7 14.0 '13.0 '8

. Public sector borrowing . 22:5 24.6. 38.2 40.0.:'51.6° 68.

2. Memorandum items: - =~
~ (percentage changes)

ML eevevesenncecenssnanns 22.5 19.7 15.6 24.1 16.9 22.2
M3 ceeicacencunacenaasse. o 14.6 °21.1 26.4 . 27.0 22.6 25.9

- G:N.P. (nominal) ......... 28,5 17.0 18.8 22.8 17.4 18.8

3. (Immerc1allxmks Lunudlty o _ o
- ratio ©12.4 "16.9 13.1 14.7 8.4 9.1

Source: OECD Annual survey Greece, Aug. 1979, and table.' 
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but also of bank credlt have exceeded the targets set by
the government Whlch were con51stent w1th target rates
~of inflation and prOJected G D. P. growthk110 Easy ,
monetary pollcy together w1th deflClt flnancing by the
Bank of Greece, the O E C D. concludes, risks ralslng
the overall lquldlty in the economy to excessively
: hlgh levels ‘and helghtens 1nflatlonary expectatlons.l.ll
‘The table which follows lndlcates the evolution of
overall llquldlty 1n the economy, which has in fact ’
reached very hlgh levels in the last four years.' Here
overall llquldlty is measured as ‘the ratlo of all ,
lquld avallables of the economy (M3, or total money
and qua31 money)112 to G N. P at current market prlces.

As changes 1n the overall lquldlty are con51dered far

“7:" - y TABLE 19 B

The ratlo of llquld avallables to G N.P.

e M3/G.N.P.

1974 - 58%
1975 61%
1976  63%
1977 66%

1978  69%

more important than changes in the money supply alone

(M1) insofar as the former's impact ‘and contribution to
the formation of'aggregate’demand is concerned,113 given
- the evolution exhibited'in'the?above table we'are inclined
to accept that overall;liquidity'in'the last few years?lt
- has indeed influenced expenditure as well as inflationary
pressures. ’
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'Concludlng remarks

' In the present chapter we examlned the evolutlon of L
| certaln ‘variables whlch relate to the ‘problem of 1nfla—f;'7ug}‘
;tlon, espec1ally through thelr dlrect or 1nd1rect 1n— e
'fluence upon the level of expendlture and aggregate

demand We have found prlvate and publlc consumptlon

: expendlture to have rlsen substantlally 51nce 1973, thefh

savings ratlo reduced to very low levels, whlle ‘the
money-supply and lquldlty to have grown at hlgh levelsg_k

;and in excess of what would have been compatlble with

GDP growth The low sav1ngs ratlo we attrlbuted to such l;
rfactors as the prolonged period of 1nflat10n, the nega—

«*7t1ve real 1nterest rates, the government's 1ncomes pollcyi'”

'7favour1ng groups of low sav1ngs propen51ty, low 1ndust—‘"»"

rial proflts and publlc sector s dlssav1ng 2 The pro—

longed perlod of inflation and:the negatlve real rnterest,'l

rate have induced consumers to sw1tch their preferenoes
from financial assets to durable good purchases affectlng

‘thus consumption expendlture and the level of aggregate

demand. The same inducement towards consumption has
been brought about by the above mentioned government's
incomes policy. As for the rise in»public consumption

fexpendlture, this lndlcates the government's preference

1n allocatlng funds and in part has been the result of
its social and welfare pollcy

' Now the growth of the money supply and of llquldlty
hac come about as a result of the easy i1f not expansionary

~ monetary po%;cxmpursgeds,,On»one,hand,thewlarqe_publlc,w,'

sector deficits were financed (partly) by the Bank of
Greece, while increasing credit was extended to the
private sector. With the Commercial Bank's liquidity
ratio at very low leve15114 .a major part.of credit

extended, was again financed by the Bank of Greece, i.e. =
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the commercial banks overdrew their account with the
Bank of Greece:lls inducing again a further rise in
liquidity. '

- In conclusion, the following four broadly defined
factors seem to have influenced demand and contributed
to the rise in consumption, dissaving and the price
level: ‘

(a) The expansionary fiscal and monetary policy;

(b) Bank of Greece financed budget deficits and credit
to the private sector;

(c} Negative real interest rates, consumer expectations,
low industrial profits, lack of 'investment' oppor-
tunities;

(d) The redistribution of income in favour of groups
with a low propensity to save.




PART FOUR : 1967-1978
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CHAPTER VIII

THE COMPOSITE PRESENTATION OF THE INFLATIONARY TRENDS
AND THEIR ORIGINS IN GREECE 1967 1978

An 1nterpretatlon o

In thlS last chapter of the the51s, as suggested by et
its tltle, we shall attempt to prov1de a more. compos1te
picture of the 1nflatlonary process at work 31nce the’
year 1967.’ In d01ng so we shall try to link in our ,
best poss1ble manner all relevant issues to 1nflatlon
dlscussed thoroughly in prevrous chapters, albelt some-
tlmes 1ndependently of each other., We begln by prov1d—
ing a short outllne of the soc1al,’pollt1cal and eco- . .
nomic cllmate prevaillng just before the mllltary coup.
of Aprll 1967.A,"' ' , JREES oL
We flnd ourselves back in the! mld 51xt1es, some flve_
years after the flrst postwar perlod of rapld economlc »
growth and of monetary stablllty , Durlng the past flve

years (1960 65) we have the return of the publlc confi-

dence 1n the currency, after the hyperlnflatlon exper-
1enced durlng and after the end of World War II . We
have the heavy partlclpatlon of the state in 1nfra- ‘
structure’ 1nvestments:on,a national scale. highways,
energy, irrigation works, dams, ports, airports etc.,
limited but in relative terms worthy of mentioning
'exportuindustrial,effort and growth,:expansion,of,
import substitute industries, the-increasing importance
Qf_the'secondary sector, in particular manufacturing,3
all‘setting the pace for a long run vigorous eCQnomic’
growth and lndustrlallzatlon._ Despite all this, by the
end of 1965 unemployment flgures rested hlgh, wages were
low and we see the first signs.of social unrest. The
two year’perlod l965_67,,before the takeover by the
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- colonels was characterized by political instability
~and uncertainty, a marked slowdown of investment and
~ business activities. Public discontent because of in-

adequate social condltlons prevalllng such as 1nadequate SR

social 1nsurance, medlcal,care and education, low wagesk.
and high unemploymentéunderemployment and poor living
conditions 1n the rural areas. What seemed to have :
been the early promising beginnings of an era of v1gorous
economic growth and development for Greece was now
endangered and future prospects were gloomy. “Even the
price level ‘which showed a gradual very small 1ncrease ‘
during the 1960- 65 perlod now Was 1ndlcat1ng a marked |
Lupward trend , ' B ,
', It 1s thls exactly socral dlsorganlzatlon whlch o
r‘the colonels took advantage of and ‘that permltted'
thelr rise to power. the pretext or excuse being the
country s protection from an '1mm1nent' danger of a
p0581ble leftist takeover. Whatever the political aims
‘of the 1967 regime mlght have been, accordlng to many
o promlnent soc1ologlsts amonst which Prof. N.P. Mouzellsshv
(0f 'TL.S.E.) the regime almed primarily and was mostly
:,after the elimination of most obstacles, social or other;d
thlnderlng the early and future efforts ‘to rapldly 1ndust—f
rlallze ‘and develop the country. (Accordlng to Prof S
“ N P Mouzells ‘the pattern or character of economlc
accumulatlon under the military reglme was qulte the i
same to that which preceeded it). 116 ' S
In our oplnlon amongst the aforementloned obstacles '
to be ellmlnated or dealt w1th were the follow1ng-w B

1. Labouriunions and their power, (a) to resort to strikes
and- thus desrnpt the production process, (b) to
manage and satisfy wage and salary demands at the
cost of industrialists profits, inflation, of raising
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production costs, handicapping thus the accumulation

process and brlnglng a decllne at the 1ncent1ve of

‘1ndustr1al 1nvestments.

- An 1ncompat1ble dlstrlbutlon of 1ncome dlsruptlng |

the development process. Here amongst others, we
refer to the need to suppress agrl—lncomes on one
hand in order to ‘draw agri- labour hands back to the

city to be used 1n ‘the 1ndustr1es, increase urban

supply of labour manpower ‘80 that wages be kept
low, competlveness abroad hlgh, 1ndustr1al proflts
hlgh ' o o . ‘

Institutional factors such as’ bureaucracy and legls~
latlon which had -the ‘nature by property to stall
dec1s1on—mak1ng ‘and further, in the case of the B
parllament, the 1ncorporatlon of social or polltlcal
con51deratlons affectlng the formulatlon and persult
of economlc development plans, 1nvestment 1ncent1ves
and so on'and‘so”forth A typlcal example of such
a case relates to the issue of forelgn lnvestments.
no matter whether or not, or how benef1c1al these
might be for the country, to some viewing it from a
polltlcal angle, these are hlghly unde31rable and

unwelcome

The price level-inflation: ,
Now‘inflation'became a threat for a number of reasons.

'It threatened government rule as it brought 5001al

unrest and dlssatlsfactlon whlch 1mmed1ately reflect—“
ed upon the government s 1mage. It threatened the"
country s 1ndustr1al and agrlcultural export efforts

‘and performance. It would as happened in the past

shake the whole banklng system through the loss of
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confidence by the public in the national currency;
It could create a climate of uncertainty affectingk
h,future industrial investments, the 1nflux of forelgnd
capltal etc. It could lead to a sw1tch in the

consumer preferences away from home produced goods,:,i°'

1mpos1ng thus further strain on the external balancexv
" of payments and also creating problems to local
'(1nfant) industries as the domestlc market for home"
goods dlmlnlshed It would certainly alter the
_dlstrlbutlon of income. in ‘such a way possibly which
would not enhance the proper allocatlon of resources
and the development process: an example of such a
case could be the rever51ng of 1ncome dlfferentlals
between rural and urban centers affectlng the flow_
of agri-labour to the city - or the influence upon
labour renumeration,demans,which came in conflict.
with low costs high profits, competiveness etc.f
These and many more other reasons. made inflation a
‘ﬁthreat and called for measures whlch ‘would elther
'mask' it, dampen 1t, or ease 1t Espec1ally 1n
v1ew of the fact that the high rates of growth of

GDP set for the next flve year perlod 1967-72, (85

‘ annually) were bound to create or aggrevate ex1st1ng'
1nflatlonary tendenc1es.

Roughly speaklng the maln obstacles mentloned above

were dealt with mostly via leglslatlve measures. Labour‘

union activities were restrlcted and the right to
~strike virtually abolished, while wage rates in the

industrial sector wexre allowed only to grow in accordance

with the growth of the 1ndustry s average productivity.

Actually labour remuneratlon grew in accordance with the

industry's average productivity which meant that hichly

efficient firms capltallzed upon labour more than less
efficient ones, and in the long term low productivity

less efficient firms were drawn to bankruptcy. This
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enabled the costs to be kept low, proflts high in

the case of high product1v1ty flrms and further

result to a transfer of resources from the lower

to the hlgher product1v1ty flrms ThlS belng a ;
more eff1c1ent allocation pattern of resources chas1ng
out all uneconomical units from the market. It helped’,
inflation rates to be kept low too. The ablllty or B
necess1ty to draw labour hands from the rural areas to
man’ the.lndustrlal sector was achleved mostly via the
income and prlce pollc1es followed These prlmarlly
aimed at suppress1ng agrl—lncomes on one hand 1n order
to force or 1nduce labour mlgratlon from the rural to :
the urban centers, on the other constltutlng at the , -
same time a desired pattern of accumulatlon. Suppressed
‘agrl—lncomes were achleved via dlrect prlce admlnlstra—k
tlon and control by the state of agrl—produce whlch ; |
prices were kept at art1f1c1ally low levels in comparlson
to world prices or domestic 1ndustr1al products or 1n )
relatlon to costs. The only 1ncome category to have ’
~grown between 1967 and 1972 by less than natlonal 1ncome,
% wise, was agrarian 1ncome- agrlculture employlng more
than a third of total labour force. The*control and :
low price setting of agrl—produce by the state had a dual
if not multiple purpose. Flrstly to maintain the income
differential between‘rural and urban centers Wthh would
1nduce the aforementloned labour mlgratlon to the 01ty
Secondly, cheap food meant that real industrial wage
growth could be achleved with mlnlmal 1ncreases in money
form of labour remuneratlon. ThlS was an 1nd1rect 1ncome‘
transfer and sub51dy from agrlculture to the crty and the
1ndustr1al sector! The resultlng slow growth of lndust-
rial wages and salarres (nomlnal) kept industrlal costs
low and in relative terms final prices too. Together
with the artificially set low prices of agri-produce, a
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'stable'price level was able to be maintained. In orderg'
4 hoWeVer, not to create social dissatisfaction in the V
rural areas but also to help combat cost induced in-
flatlonary tendenc1es caused by varlous structural
weaknesses and 1nefflclen01es in the agrlcultural
sector, agrl-costs were sub51d1zed by the state and .
direct 1ncome grants provided in an effort to mlnlmlze
or reduce the. 1ncome loss resultlng from the afore—
mentioned low prlces recelved by producers. , :
The burden of accumulatlon was borne mostly by the i
agrlcultural sector and to a lesser extent by industrial
labour. The "income dlstrlbutlon pattern established,
'allowed not only heavy accumulatlon but further the
,‘control of demand forces such that agaln 1nflatlon be

kept w1th1n tolerable llmltS‘ 51nce it favoured 1ncome,:ff*'

groups w1th a hlgh propens1ty ‘to save.,

Recapltulatlng, cons1der the follow1ng factors or
‘policies durlng 1967- 72 whlch had a dampenlng effect
upon the price level

‘1. The sub51dlzlng of agrl costs to cover up structural;f

1neff1c1enc1es and Weaknesses.

2. The dlrect 1ncome grants recelved by agrl producersk_.v
,whlch 'allowed' the damplng by the authorltles of
: flnal consumer prlces,j.

3. ‘The wage—rate pollcy pursued 1n the 1ndustr1al sector
which- kept labour costs Low."

4. The probable abolition of indirect and import taxes
" on imported industrial equipment and machinery which
dhelped lncrease productlve capac1ty and product1v1ty o
whlle reduc1ng overhead and unit costs.
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5. The incomes policy whichyallowed a certain control
over demand forces - the distribution of income.

6. \The prlce pollcy followed whlch damped or masked
1nflatlonary tendenc1es.

7. The complexvof policies and measures. which resulted:
to an 1ncrea51ng portlon of the country s avallable
resources being dlrected towards capltal formation -
asyagalnst consumptlon. (Credlt pollcy,,commerclal ;
policy, incomes policy;;intereSt rate_policy'etc). |

.'Last butlnot least, one Should add‘the heavy involvef_
ment of the state 1n 1nfrastructure 1nvestments, the
investment orlented distribution of publlc funds. and
the Very fact that budget expendlture was mostly flnanced'
through taxatlon and by the 1ssu1ng of government bonds.,
kThe 1nvolvement in 1nfra-structure 1ncreased productlve
capac1ty, product1v1ty and thus output potential. and
founded the bas1s (soc1al overhead capltal) which would
enhance domestlc and forelgn lnvestment. ThlS, we may
-regard as antl-lnflatlonary as it 1ncreased output or
output potentlal Now, theulnvesmtent asragalnst‘con—
sumption. orlented distribution of public funds during,'
1967-72 is preferable as regards inflation because in ,l,
the long run. 1ncreases directly output or output potentlal
‘whlle consumption expenditure not necessarily so, while
increasing demand pressures,in the_goods,marketL(consumer,f
goods) . The finance of government expenditure via taxa—__p
tion'and throughvthegissuing of government bonds which
were purchased’by the public helpedokeep_overall liquidity
in thepeconomypdownwand had a less expansionary impact
upon the economy than if deficits. or other spending was
flnanced via the Bank of Greece or through the issuing
of 'new' money. " Thig itself helped keep inflationary

tendencies low.
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We have so far indicated factors and analyzed ‘the .
scope of a series of measures Wthh have helped elther

'V”control or mask 1nflatlonary pressures. Havxng done

that let us now proceed to discuss the most important ’
inflationary forces at work and their probable origins
‘which we have identified in previous chapters for the
period 1967-72. o . “ |
Some forces which manifested themselves at an
‘early stage and induced the rise of . agri-products
prices were 'dealt' with from the very'beginning,via
direct control of prices whereas others which induced
the rise of industrial product priceS‘manifested them-
selves in later Years,'after 1970, but again dealt with
‘in a similar fashlon under  law 918 of 1971 which expand-;;f'
. ed 'the jurisdiction of the authorltles to control prlces”
' over a wider range of goods 1nclud1ng manufactures.v :
Those 1nflatlonary forces tending to bid up agri-
vproduct prices we have identified mostly to have been
cost induced. Structural weaknesses and inefficiendies‘ ,
were present in the" agrl sector, espe01ally in animal husband—

XY. The dependancy upon 1mports of llvestock, feed-

f, stuffs, meat, etc. aggrevated the problem after 1970 d

when world prices of primary products rose remarkably

‘The aforementloned rlse exerted further pressures upon e
domestlc costs and’ thus further reduced producers proflt
margins. This forced the government to readjust upwards
substantlally producers prices, something which ‘indeed

was reflected on the consumer price index. The 1nab111ty
of our agri-sector's supply to meet domestic demand,

‘and thus heavily depend upon imports, was due on one

hand to the great rise in demand for certain goods, like =
'meat for instance, on the other a certain inelaSticity

of supply. This inelasticity of supply and the slow
growth of real GDP in agriculture we attributed among

other reasons to the low credit and resource channelling
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it received as compared to that of the Secondary'and
texrtiary sectorQ The rise in demand for meat was brought
about by a change in the consumptlon habits of certain
consumers, induced by the hlgher levels of income and
wealth: (better nutrition,‘demand'for~goods of high’x k
income elasticity). " Thus indirectly, 'mischanneling'

of resources and the rise in demand are”"responsible

for the progressive dependancy upon 1mports which raised
further at least after 1970 agricultural costs. A last
factor inducing indirectly 1mport dependancy, at least‘
as concerns livestOckt“meat‘etc;;~relates to the price
pollcy persued for herd. breeding, cattle, animal husband-;
‘'ry in general. -As can be recalled from chapter II the
miiitary~governments maximum fixed price quotatlons dld
not compensate for ‘increasing costs for the sector
concerned, and as a consequence 1ncreased,slaughtering“
‘occurredibefore'second or third generation of cattle or
herds could be'feached;‘thu5~diSCOuraging and destroying
domestic animal husbandry: thus increasing the import
dependancy of the country for meat, livestock etc.
Recapitulating'theﬁcausative reasons leading to the

rise in,agri—product prices'we consider as primary

(a) cost-push inflation domestically induced but aggrevated
in later years through imported inflation; (b) as second-
ary, the inelasticity of supply of agri-produce, the -
rapid growth of demand for certain goods which indirect-—
1y in the fashion described above have induced greater
import dependancy which influenced domestic'price forma-
tion. k : . : :

~ For the major'indnstrial sector, as can be recalled

from chapter II, we have reached the conclusion that

inCreasing costs, or cost-push inflation was not re-

sponsible for the relative price increases of manufactures.

Labour costs were kept low due to the wage rate policy
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persued while prcductivity increased rapidly and pro-
gressively beyond real wage growth. The import pricesyh
of 1nputs, machlnery and raw materlals again did not - X
cause a rise in costs as the emplrlcal ‘study conducted

117revealed This we were inclined to

by G. Economou
accept for as a matter of policy (commercial, invest-
ment‘policy)'raw material inputs imported as well as - =
machinery would be offered free of indirect and import
taxes to the 1ndustry.

The coming to being of law 918 of 1971, expanding"

over a wider product range to include manufactures the

authorlty of the state to ccntrol prices, together with:

the late 1972 and mld 1973 addltlonal ~anti-inflationary
measures amongst whlch were the prohlbltlon of certaln

' exports and the ‘liberization of. certain 1mports, led

us to suspect that excess demand was mostly respon51ble :
for the acknowledged price increases. This proposition
seemed even more probable after we ‘had ruled out the
possibilityuof_monopoly practices or market,imperfectionw
heing the reas'on.”8 At the same prop051tlon,‘namely |
that excess demand was the reason which bid up the

" price of manufactures had also culminated G. Economou
in his study which we mentioned earlier. The fact how—
ever that consumers expendlture had been. decllnlng as
a“% of GNP, year after year between 1967 72, suggested
the p0551b111ty that overall demand was not excess1ve.
Thls 1nabll;ty__of Qverall‘demand being excessive-
became even more prcbable when taking into considerationv
the suppressed incomes policy -pursued- for'“ s | |
agrlculture and industrial labour. For this reason
we had decided to investigate the demand pull theory
given to us by C. Schultz119 which allows for demand
pull inflation even with deficient orx 'balanced' overall
demand. |
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Demand—pull inflation here is caused by a sudden‘
change in the consumptlon pattern which is 1nduced
by either hlgher levels of 1ncome and wealth the
'demonstratlon effect or an expendlture sw1tch The
change now in the consumptlon pattern and consequently
of demand in certaln markets may lead to an. 1ncrease ‘
in prlces if supply fails to expand fast enough to meetv
demand in the markets where demand has rlsen.d We thus
have excess demand characterlzlng certaln markets w1th—‘,
' out the necess1ty of an overall exce551ve demand dorng
SO, Further, the resultlng prlce 1ncreases 1nduced ,
from the markets characterlzed by excess demand may. be'
suff1c1ent to 1nduce a general rlse in the prlce level
even if there ex1st markets sufferlng from def1c1ent
demand This is so because of the downward prlce and Lh
wage rlgldltles whlch do not allow def1c1ent demand 1nkp;
certa;n markets through prlce formatlon to counter—k N
balance the upward pressures on prlces 1nduced from the_
'excess demand' markets. ' ‘_

We flrst 1nvest1gated whether a change 1n the‘,‘_
consumptlon pattern had occurred, Wthh goods had risen
in prlce most and whether it was these Whlch conformed'
to the 1ndlcated change of the consumptlon pattern.

Then we contlnued to 1dent1fy the reason for ‘which demand
was excessive in the markets concerned and flnally the ;
orlglns of the demand. - We found that a change in the
~consumptlon pattern had 1ndeed occurred favourlng goods '
of hlgh income elast1c1ty where most prlce 1ncreases , ’
had been located (Durable goods - household supplles,i
clothlng - footwear, transport - communlcatlon) In
'general terms the composrtlon of consumer expendlture ;
had altered in preference of durable - semidurable goods'
and services as against non—durable, Amonst the non-
durablergoods category: sub-category food, the change
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 had occurred in favour of meat and other ‘animal protein =
~ nutritional produce where indeed prices had substantlallybf“
“risen. ‘
In addltlon we found that in certaln 1ndustr1es
whose goods prlces had risen most durlng the 1967 72 ,
perrod, exportskhad 1ncreased enormously, in some cases
between 400% - 1500%. In the same industries we found
GDP growth to be less than.average. On the contrary, |
in other industries which achieved an above average GDP
- growth and experienced dlminishing,instead of increasing,
exports, prices had remained stable. Con51der1ng the
above non-c 01nc1dental we expressed the oplnlon that
the change 1n the consumption pattern led to excess o
: demand on certaln markets, partly due to a certaln 1n—,fff
”elast1c1ty of supply but further due to the tremendous"‘
‘export growth whlch further reduced local supply or '
’avallablllty of certaln goods for which demand was :
1ncrea31ng. An addltlonal factor whlch however we cannotk
prove but which we strongly belleve had further reduced
'local avallamlllty of goods, generally speaklng, must
have been high protectionism which did not allow sub-
stantlal 1mports to fill any dJaps between domestlc supply
and demand : ngh protectlonlsm 1n addltlon causes an -
‘expendlture sw1tch demand for imports reverts to demand ,
for k"local' goods whlch adds further pressure on prlces.TZO
| Identlfylng the factors whlch induced the change
in the consumptlon pattern as well as the orlglns of
demand for the hlgh income elast1c1ty goods Wthh the ,
new consumptlon pattern demanded became a great puzzle, p‘
and ‘this for ‘the follow1ng reasons. To a certaln extent,k
a qualltatlve change in the consumptlon pattern may be
induced by hlgher levels of 1ncome and wealth But, and
here comes the puzzle, the 1ncomes pollcy pursued dld
not favour the large agrl sector nor 1ndustr1al labour,
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income groups with a hightpropensity to consume! Thek -
income of 1ndustr1al labour in partlcular (which in |
relative terms was better off than that of the agrl—h
populatlon) grew less than product1v1ty 1n the 1ndust— .
rial sector; and by far less than per caplta consumptlon,
something which ruled out any probablllty of 1ndustr1al
labour being able to 'generate' or induce the afore- N
mentioned rise in demand and change in the consumptlon -
pattern;‘ The”capitalist‘class on the other hand,igiven n
thelr nature, would rather see their. proflts or property
relnvested rather than 'spend"" ‘Besides as they are a
small in number class, they could not 'consume' or demand
the bulk of commodities for which we are now diSCuSSing,

_ The last and only possible income group+1eft,°ab1e”'d
to have induced the aforementioned change in the’ consump-
tion pattern and which possessed the necessary purcha51ngH
power to influence demand, was that engaged in the ter-
4t1ary sector.' This seems very,probable for the follOWing,
reasons. pirst, employment in the'tertiary sector121 o
accounts for 335 of total actlve populatlon whlch means
that it is qulte a large income group able,”other'things
being equal, to affect the comp081t10n of demand. Second,
only a very small portion of those engaged in'the ter-
tiary sector are employees so that thelr 1ncome, wages

or salaries be’ controlled adequately by the- state. Some
65% or more are self—employed, doctors, lawyers, shop-
keepers, restaurant owners, electricians, taxi drivers
etc., etc. whose incomes depend upon their turn—overp

and thus cannot be controlled in the same fashion as

wages or salaries. As it appears from the national income
statistics, only the income derived from property"and
entrepreneurship has increased substantially faster than
national income and within this exactly income group are
included all self-employed and free professionals (known
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to exist!). Tax evasion here is highly concentrated

- because of our inefficient tax system which means that

- real income of the large self employed class has grown:ng ‘i‘hf

even more than suggested by the natlonal StatlSthS.

The growth of the tertiary sector has come about

as a result of our industrial inability to absorb
Surplus‘labour which hadoleft the under-employed agri-
seetor and because of the bureaucratic organization of .
the state. This started since the late 1950s. By mid |
1960s the tertiary sector. represented a good 50% of
our'country's GDP. During the 1967-72 period~it absorb-
ed some 35% of total gross fixed asset formatlon, far
ﬂbeyond what agrlculture absorbhed, a sector Stlll w1th
f~many structural problems. - The progre531ve 1ncrease of
'the resources whlch were channelled to this sector has
deprlved the productive sectors of the opportunity to
become more efficient and this in part explalns why
certain supply inelasticities occurred in the. productive
sectors (commodity produc1ng) o ' :

To revert on. the subject of the change in the.
consumptlon.pattern our opinion is that this has been
initiated by those engaged in the tertlary sector, and
manlfested itself mostly after the mld 19605, when not
'only thelr number was large enough to have 1nduced this :

change but further their 1ncomes had rlsen to such an ,

extent at Whlch consumptlon of essentlal goods had been,l»

saturated' whlle demand for non-essentlals' increa51ng"
_ Recapltulatlng consider the follow1ng factors -to
have- 1nduced or aggrevated 1nflatlonary pressures durlng
the 1967-72:

1. Rising costs in the primary sector;
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2. Aggrevatlng the above, the rise of prlmary 1mport
prlces after 1970 '

3. Rising demand for certaln commodltles 1nduced by

the change in the consumptlon pattern,

4. 'Huge exports, restrlcted 1mports, restrlctlng local
avallablllty of commodltles,

5. A‘certain'inelasticity'Of'supply indirectlyﬂand; ‘
partially'induced'by imbalanced resource‘allocation,_ﬁ

"The surge of 1nflatlon 1n 1973, when the consumer .
price index 1ncreased by some 165 came after the aboll— h~
tlon of prlce controls that permltted those 1nflatlonary
pressures -'cost or demand 1nduced - we had 1dent1f1ed;f
already to exrst, to manlfest themselves freely and a
hew price level be establlshed as dlctated by the free
1nterplay of demand forces The rise however of the
consumer price 1ndex would have been greater had not
the government after mid 1973 introduced new anti- 1nfla—
tionary measures such as the prohibition of exports, ,
reduction of 1mport duties and revaluation of the drachmae.
There are three ba31c factors for which the abolition of
price controls was now called upon as well as the adop—
tion of the aforementloned anti- lnflatlonary measures,
and which factors come to COmplement or aggrevate the
ex1st1ng 1nflatlonary pressures.’ These are: (a) the
spectacular rise in prices of 1mported primary products,
(b) the gradual devaluatlon of the drachmae v1s a-vis:
the currencies of its major tradlng partners,k(c) the
negatlve GPD growth of the prlmary.sector.
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The spectacularfrise'in pPrimary product prices
dlrectly influenced the price level and 1nd1rectly as
: 1t induced now lndustrlal costs to rlse as well as -
the costs of the primary sector. The dependency of
Greece upon raw materials and other primary products
need not be analyzed again here. The direct and rnf
.direct burden induced by higher import prices was
aggrevated as a result of the drachmaes devaluation
vis-a-vis all currencies with.which Greece was in trade. -
This, as can be recalled, came about because the'local,
currency was directly linked‘to the US dollar under a
fixed parity and continued to do so after the consecu-
tive devaluatlons the us dollar had undergone £from ;
December 1971 till mld 1973. The rlslng costs in mostlyg‘h
_all sectors constltuted price controls non~1mplementable o
as proflt marglns had been squeezed beyond llmlts.,‘So ,r
these were abolished. 1In view however, of the fact thatr
the’exiSting exchange rate still directly multlplled the
'1nflatlonary 1mpact of rising 1mport prlces the govern—t"
ment dec1ded to revalue by 10% the drachmae and reduce
4 ;mport ‘duties. This would allow 1mports to become _some-
what 'cheaper' as well as 1ncrease in quantlty.‘ The - ,
former effect help dampen 1mported 1nflat10nary pressures,
the latter help ease' demand 1nduced 1nflatlonary
kpressures which would be manlfested after the abolltlon
of prlce controls. o

Now the persrstlng hlgh 1nflatlonary pressures Wthh,
continued after 1973 have been the outcome malnly of
confllctlng government pollc1es Whlch on one hand, whllefﬁ
systematlcally inducing the stlmulatlon and enlargement
of aggregate demand via Whlch it was expected that the
‘economy would be led away from its 1974 rece351on, on
‘the other hand restrlcted or even extlngulshed the
POSSlbllltleS or condltlons under which via an enlarged
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aggregate demand, the recession would be over, invest-
ments, productive capacity, product1v1ty and ‘output
_would grow or expand: Having said that, let us now in
more detéilfsee what exactly occurred after 1973.

In 1974 the economy entered its recession state, real
GDP fell by some 2% while recorded inflation had in—
creased to 27%.  The ‘recession of course'was‘nOt a local
butfan'interhatiqnal phenomenon and so was the surge

of inflation. ‘However, the'problém in Greece was quite

aggraVated and this so pdssibly for theffOllowing reasons{
1. The second”military'COup of November'1973;"

2. The moblllzatlon of the populatlon to engage in a
probable war with Turkey over the Cyprus 1ssue, ’

3. The downfall of the last military“government and the
formation of a liberal—démocratic-one just before
mid-1974. ' |

- The change 'in government rule twice within less than 7
months as well as the war probability must have creatéd
a climate of uncertainty with advérse effects upon
investments and possible production too. In addition
the drafting by the army of quite a part of the active
labour force further disrupted the prOduction‘process
and induced a decline in 6utput,'at least for a period
 of faur to six months. Withooutput declining and with
demand being oﬁer-buoyaht‘if‘not‘for anything else,
because*of the forthcoming war andv'Shdrtages‘, it is
not sﬁfprising that pfices had increased by so much.

It is quite possible that certain wholesalers or retail-
-ers took advantage of the prevailing psychological climate
and state of the population and 'hoarded"stocks so that
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'ptioes would'rise'even more. '1 temember one oase,
sugar, where prices had risen sky high and the goyern—
~ment finally had to intervene to induce stock 1iquidi—;if;7

'v'zation.krAylaSt factor in addition which possible

further restrictedkorvlimited local availability of
goods may have been the temporafy,'freeze' of imports,.'d
- as cargo—vessels>were unWilling to dock at our ports

 during the critical 'war' period. So much for 1974.

Now the maintenance and persistance of high infla%f_'
tion rates during the remainder years we have suggested =
primarily to have been induced by conflicting government
policies. To become more specific: the new liberal
government Which came to power in mid 1974 began to
pursue an expans1onary flscal and monetary policy: stlmu—u“
latlng aggregate demand and thlS so with the expectatlon
that‘v1s—a—vls the former, full capacity utilization
WOuld be induced, investment levels restored and output
grow at satisfactory levels. If the productive forces
were to respond to the %stimulated' demand, the economy
would be led away from its recession state and demand
induced inflationary pressures would be eased as output
expanded fast.

‘As we have seen, ‘however, in chapters % and VI,,
investments failed to»recover,vGDP growth was moderate_%,
and mostly attributed to the expan51on of serv1ces,
while 1nflatlon rates remained high. Why was this so°
To begln with, the distribution of publlc expendlture
was 'consumption' orlented and did not favour 1nvestments.
- Despite the fact that public expendlture had risen -from-
28o 1n,1973;to 35% of GNP in 1978, in absolute as well
as in relative terms, investment expenditure had declined:
if compared to pre 1974 levels. The participation of
the public sector in total gross fixed investments had
declined from an average of 29.1% for the 19269-73 period
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to 25% for the 1974-78 pefiod. Aside from this, there
has been a change in the distribution of public gross
fixed investment, in the later peribd,“ggg in favour

of infrastructure investments. This had a significant
negative impact upon certain sectors of'activity which
traditionally haVe exclusively relied upon public sector
investments for their development and growth. (Because
of the nature and height of investments - social over-
head capital required tc promote the deﬁelOpment of
these specific sectors). In particular we refer to

(a) agriculture, fishing, forestry, land improvement;
(b) energy,'waier, etc.; (c) transportation—communica—
tion, where in total publlc sector gross 1nvestments
(on the basis of constant prlces) decllned by 8.6%
annually during the 1974-78 period. In our opinion
thus beyond any doubt the non-recovery of 1nvestments
in the sectors mentioned and the slow growth of output
are attributed to the low and diminishing portion of
investments these had received by the state. ‘Here we
see the first contradictory element of government policy:
namely a cut-down of the investment budget at a time,
wheh not only the opposite was called,for; but further
the government was trying to find ways of inducing a
rise in the level of investment.

Thus, it seems, if investment levels were at all
to be 'restored', this task would have to be undertaken
solely by the private sector. However, as mentioned
earlier, in certéih‘sphereS‘of activity such as agri-

culture;'energy,‘transport etc., this was an ‘impossibility.

It therefore remained to be seen whether or not the
expansionary policies pursued would at least induce the
rise in lnvestment levels and capacity utilization and
output in the remainder of the economy, namely the
industrial sector. Before we do s6 however, let us
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review some of the basic elements which comprised the
~expansionary policy 'package' during the years 1974-78:

consider the following,

1.

The rise in transfers and subsidies from 9.1% of

GNP in 1973 to 13.7% of GNP in 1978 (current prices).

. The rise in current expenditure on goods and services

from 11.8% in 1973 to 16.4% of GNP in 1978.

The rise in total public expenditure from 28.11%
in 1973 to 35.2% of GNP in 1978 (current prices).

"Budget,deficitsVin“the'region of 7% of GDP.;

Budget deficits financed by the Bank of Greéce.

Raising the overall liquidity in the economy, i.e.
M3/GNP from 58% in 1974 to 69% in 1978.

Raising the level of:untaxableJincome,iincreaSing V
tax reliefs especially for the lower income groups

which have a higher propensity to consume local

gébds, For farmerskiniparticular,the_level7of un- -

taxed income doubled from Drs. 250.000 to 500.000
per year (equivalent to Dfl._24.000;approximavt_ely).1,2

The,redistributive incomes policy} elements of whiqh
amongst others were'thé narrowing of wage differen-
tials and other income disparities both for social
welfare purpbses but also to increase as was expect-

ed demand or consumption of local goods.

5
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Basically as follows from the level and distribu—
tion of public expenditure,.its incomes pollcy and other,
the government aimed prlmarlly at stlmulatlng the con-
sumption component offaggregate demand. It was expected
it seems that the rise in demand for consumer goods
would induce full capacity utilization leading to an
expansion of output and an increase in profits which
in turn would induce a rise in investment levels,
leading again to an increase and utilization Ofybroduc—”
tive capacity, and“astthe cycle repeated itself,'the
economy . would be led away from its‘recessioh,”Sustain
high rates of growth and manage ‘possibly as output
expanded fast to 'ease' demand induced 1nflatlonaryd
pressures. ‘ ‘ ‘ :

This however did not occur and as we have seen in
chapter VI investment levels in manufacturing by 1978 .
were still below thier 1973 peak ‘level (and declining)
and comprised mostly ofﬁreplacement_inVestment.t Addi-
tions to net capital stock decreased as we have seen,
year after year since 1974, while real GDP~growth rate
averaged a mere 4% ahnuaily for the 1974‘78'peridd‘
against the 12.4% experienced during the 1967-73 perlod )
Why so?

The most important factor for which reason invest-
ments have been declining since 1974, and constituted
of 'replacement' investments primarily; has been reduced
praofitability. Despite the fact that demand was growing,
brices rising, sales tripled in value terms during 1974-
78, in the major industrial sector, aggregate profits
on the basis of constant prices had been reduced by some
72%, from 14 billion Drs. in 1973 to 3.9 billion in 1978.
Profit margins or the average profit rate (after depre=
ciation) fell from about 15% during 1972-74 to 6% between
1975-77, the rate being 5% in 1977. With aggregate
Vprofits low, an average rate of return lower than the




95

R intereSt‘rate,on time depQSits~(alsb a fax—free'ihcome
source), the cost of borrowed capitai high, it is quite
understandablvehy‘investménts continued.to décline5
Now, the low profitability in the manufacturing
sédtor seems to have resulted from the fast recovery -
of wages and salaries after 1974, when labour union '

pdwer was restored and the previous wage rate policy

abandoned. With the new incomes and wage rate policy~1"‘

aiming at reducing wage differentials and income disg-
parties for welfare reasons mostly, and labour union
power restored, real wages and salaries have managed -
to grow now in excess of productivity growth. More
specifically, during‘the years 1973-78 productivity -
growth was only 6%, while real wage growth 40%, and =

‘real salary growth 26%! ' In addition, the new employ- =

ment policy which discouraged lay-offs and overtime
work, and which further reduced working hours in

manufacturing by . 3 hours a week, imposed further strain
upon costs as it made it necessary to use two shifts
ihstead éf one, thus more people in order to produce:
the same output or maintaining redundant labour, some-
thing;which increased the wage bill even more. - All the

above were made at the expense of profits and produc-

iVity;atkthe same time. This exactly low profitability .

in the industrial sector. explains in part why:

(a) DeSpite the high I.C.0.R. of housing; Creditvwf

extended to the industry and industrial profits,

-as-suggested-earlier; have financed dwelling pur= """

chases and construction instead of expanding
industrial capital and investments. Due to high
- speculation on land and housing it seems that

profits are enormous.
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(b) Why the‘only,recoveryAin investments since 1974
kwas'realized in the dwellingsfsector, eVen during
a perlod when credlt facilities for this. sector;
had been tlght ‘

Here one can see the second contradictory element of .
‘government pollcy, namely the pursuit of an incomes

and employment pollcy which neither helped product1v1ty
growth nor 1ndustr1al profits which as expected would
induce the undertaklng,of additional investment. and the
expansion of output. ,Not;only‘investment levels had.
failed to recover but further resource allocation,h
became dlstorted, favourlng speculatlve and unproductive
investments. ; Cs :

Regarding the slow growth of output thls has been
induced by the negllglble net investments and the low
rate of returntexperlenced,ln manufacturing. Thexformer :
as these did not allow productive capacity;to expand.
and productivity to improve, the latter because possibly,
it made uneconomical the further or full utilization of
capacity123 (and the undertaking of new investments) .

To revert to theysubject of inflation for the
economy as a whole, the problem or the inflationary
process in our opinion appears to have taken place as
follows: - ' '

. The economy enters 1ts recession state 1n 1974,
product1v1ty and output beglnrto decline. - However, no
correspondlng reduction in purchasing power accompanles
the decline in output and productivity. This induces
prices to rise. Inflation however fails to redistribute
income in'favour”of,profits,fnamely,because labour power.
. managed not only,to maintain but increase its,real
purchasing power. The growth of wages and salaries in
the industrial sector we have seen to have grown beyond
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productivity growth and the rate of inflation. This, togetherd.f

- with other factors induced by government pollcy, in-
creased further the wage—blll and reduced substantlally
‘profitability 'in the industrial sector. The low profits
and rate of return reduced again the incentive to invest
and as additions to net capital stock diminished, so
did productivity growth, making even more unprofitable ’
the further utilization of capacity and output expansion.
The limited capabilities of output growth in the remain-
der sectors resulted primarily from the.substantialvde—
cline of public investments which must have contributed
to the weaker productivity these sectors incurred.
Meanwhile the productive sectors of the ecOnomy
ufound themselves unw1lllng or unable to expand output,
demand for goods and services was grow1ng fast as-a
result of the expan31onary pollc1es pursued and due to
the ° consumption' drive 1nduced by

(a) - the redistribution of income in favour of the lower
income groups; : -

(b) the negative real interest rate prevailing;
(c) the prolonged period of inflation.

Excess1ve demand.oncemore, but also speculatlon on

land, hou51ng etc., added increasing pressures on prlces,
but again as before for the same reasons, inflation did
not inCrease'profitsjwand“aSﬂthe”cycle*repeated5itéelf”'"
the economy'remained in ‘a stag-flating state year after
year. . ' .

'With this last simplified presentation of the in-

flationary process at work during the years 1974-78 (as
we see it to have occurxred), our discussion concerning
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the inflationary trends and their origins in Greece for
the period 1967-78 is completed. This brings us to the
end of this chapter and of the present thesis.
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APPENDIX I

124

SUMMARY OF THE 1968-72 “°"MACRO AND MEDIUM TERM
TARGETS OF THE ECONOMIC DEVELOPMENT PLAN OF GREECE

l.

(a)

(b)

(c)

(d)

'faCllltleS

‘General

Attainment of an annual growth rate between 7. 5%
and 8.5%. (GDP).

Maintenance’and strengthening of monetary stability.
Here 1t is aimed that an annual rate of ihcrease
of the price level is not to exceed 2% compared

Wlth‘the 43 experienced in recent years12$c(1965 66) .

Achievement of a substantial increase of product1v1ty
in most branches or sectors of the economy, leading

thus to a decrease of real production costs and

increase 1ncompet1t1veness It is mentioned126 here
that via S.0.C. investment127 it will be made poss-
ible for external economies to take place while by
adopting a wage rate policy in accordance with
productivity - method of average productivity - .
resources will be 'transferred' from sectors of

low produCtivity'tOWards sectors of high:product~
ivity. (Here all sectors outside agricultural are
concerned) “For further improvement in productiVity
128 will be granted to foreign capital
which has the capacity and technology that local

entrepreneurship is lacking.

Structural changes to take place in production,
investment and balance of payment. Here the re-

structuring of investment priorities is mentioned

to aid the most efficient sectors of the economy
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(e)

(£)

- (9}

(h)

'2.

(a)

and the ones which will enable the creatlon of
forward and backward llnkages.r

Rational and functional distribution of investment
in S.0.C. under a well planned regional deVelop-

 ment programme.

Improve the market structure, the structure of the
labour market, capital market, tax system, admin-
istration etc. o

Redlstrlbute 1ncome in a functional129

way so that
an undermlnlng of the basic targets of the prog—
ramme does not take place (i. e. 1nvestment 1ncent~

ives and 1ndustr1allzatlon)

Revrse the already in existence system of prlce
controls at all levels —‘productlon and dlstrlbu—'
tion - and substltutlon by direct income grants

 &nd other subsidies (cost) to farmers of the old

‘system of price supports etc.

Partlculars»“

Whlle the frnanc1ng of the plan from domestlc and
5external sources is expected to be suff1c1ent, a

:Hfunctlonal distribution of .the avallable resources

is expected to take place under laws 147/1967 and
148/1967 These laws governlng the incentives scheme
aim at dlvertlng avallable means (mostly) towards the

- industrial sector.



(b)

(c)

(@)

(e)

(£)

sition of its output - towards 1mport substltutlon

102

To facrlltate the rapld 1ndustr1allzatlon which

is the basic target of the plan it .is ment:LOned130
that 1mport dutles on new machlnery and equlpment,
raw materials and primary 1nputs which are consider-
ed ‘hecessary for local. 1ndustr1es and of Wthh

domestlc supply does not ex1st, mlght be abollshed

Industrial prOduction and in particular manufactur-

‘1ng output 1s expected to increase at an annual
Mrate of 11- 12% ‘and as lt w1ll be dlrectedf-kcompo-
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it w1ll aid somewhat the trade balance for 1t 1s
expected that the above mentloned growth rate wmll

o be sufflclent to flll ‘the gap between demand and
‘local supply._,

Given the high‘import requirements for capltal goods
etc. during the period, for balance‘of payment -
reasons, an export orlented effort.. side by side
w1th the 1mport substltutron one shall take place.

The priVate sector is expected to play the key;role
during this‘period in industrializing the cogntry
while government actmvrty it is mentloned will

be restrlcted to such spheres where the prlvate

sector is unable or unw1lllng to partlclpate 1n. The

_ government is referrlng here to all these socmo—

economic 1nfrastructural requlrement such as energy,
transport, educatlon etc (S 0. C as deflned else-
where)

The annual rate of growth of GDP between 7'59’and
8. 5% is expected to be realized if the primary

k;sector expands at a rate of 5. 2% annually, the
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(h)

103

secondary and in partlcular 1ndustry by 11.4%

annually and servlces or the tertlary sector

'around 7 43 yearly.

Given the fact that savings in recentryears as a
percentage of GDP have reached a level which can be
considered high and the fact that redistribution of

‘1ncome which shall take place is expected to reduce

the propensity to’ save, it is expected that the

‘financing of the programme, from domestic sources
‘will not be sufficient. Thus 15% of public sector's

borrowing is expected to be flnanced from abroad

'whlle external borrow1ng of the prlvate sector will

cover 29% of its total requlrements. Nevertheless,»
external debt or the external funds are expected to
be reduced as a percentage of GDP, from 3.3% to
2.7% in 1972. | | IR

‘The trade deficit is expected to rise at a much

slower rate, from 15% on an annual basis for the
period 1960-66, to 10% for the next 5 years.

This is due to the 1ncreased export earnlngs and

freduced 1mport requlrements through 1mport substl—

tution. Net invisibles are expected to rise at

the rates of the preV1ous years, around 15% annually
thus the deficit on the current account w1ll decrease
at an annual rate of 2.1% compared to an 1ncreasrng

“annual rate of 15.3% for the 1960-66 perlod.v Never-

theless export of capital will substantially in-
crease in the second period (1967-72). at a rate
annually of 9.3% compared to 1.9% annually for the
1960 -66 perlod

‘ Flnally to conclude the picture; an annual

~growth rate of 2.3% of foreign capital inflow in any

134

'form' is required compared to 11.2% of 1960-66

to cover the deficit on the balance of payments.
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: o TABLE I
The evoiution and growth rates of Gross Damestic and National Product

At 1970 prices | At current | Average annual growth rates
Million drs. , prices = | S -
Period | % G.D.P. | % G.N.D.
%\ §§ - 1967-72 | 7,52 7,77
| G.0.p. & | emp. £ | GN.B. .§ 1969-73 763 7 71
Year (f.c) (m.p.) w0 (cm.p.) 4
1966 | 197011 1 228040 203886 1373-78 4,27 4,25
1967 | 206176 4.7 | 240790 5.6 | 220412 8.2 S § |
1968 | 217895 5.7 | 257230 6.8 | 239550 8.7 | 1974,78 3,46 3,58
1969 | 238201 9.3 | 282170 9.7 | 271492 13.4 .
1970 | 258000 8.3 | 304420 7.9 | 304420 12.2 {1967-78 |.. 5,89 ... .5,44.
1971 | 278551 8.0 | 327720 7.7 | 338177 11.1 — , ~ |
1972 303973 9.1 356886 8.9 | 387303 14.5 - G.D.P.: at factor cost and 1970 prices
1973 | 320269 8.3 | 383916 7.6 | 497236 28.5 T | .
1974 | 323255 -1.9 | 369325 -3.8 | 582073 17.0 . G.N.P.: at market, and 1370 prices
1975 | 339833 4.5 | 390000 5.6 | 691365 18.8
1976 | 359749 5.8 | 414841 < 6.4 | 848379 22.8
1977 | 370583 3.0 | 430725 3.8 | 995871 17.4
1978 | 392250 5.9.1 456200. 5.9 | 1182300 18.8

Source: National accounts of Greece 1958-1975,
1978 provisional.




105

. TABLE II
{a) Gross dcm—:stlc product by sector

......................................................

| YEARS | PRIMARY . | . INDUSTRY . | 'SERVICES .|. ~GDP
1966 43687 53871 99453 | 197011
1967 44311 56834 105031 | 206176
1968 40484 65439 111972 217895
1969 43085 74939 120177 | 238201
1970 | 47058 80976 129966 258000
1971 48662 90802 139087 . | 278551
1972 51543 101956 150474 303973
1973 51204 114367 163698 320269
1974 53672 101708 167927 | 323307
1975 56733 107572 | 175528 339833
1976 55971 117600 | . 186178 359749
1977 52100 123174 195309 370583
1978 | 55500 131350 | 205400 392250
1970 prices: million drs G.D.P. = Factor cost

Note: Primary. inc‘ludes, Agriculture, Forestry, Fishing etc.
Industry includes, Mining, Manufacturing, Electricity-
. .Gas-Water Works and Construction.

Services :anlude, Transport and Ocmnunlcatlotns, Vhole— .
Sale and Retail Trade, Public Admin-
istration and Defence, Health and =
Educatlon, Dwellings, 'Ibur:.sm and
other ,

(b) Courpdsition of G.D.P. by ,sectof

PRIMBRY | INDUSTRY | SERVICES | TOTAL

1966 .22 27 .51 1008

1967 21 28 51| 1008
1972 .17 .33 .50 100%
1973 .16 .35 .49 100%
1974 16,7 | .31,5 .51,8 100%
1978 .14 .33 .53 100%
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TABLE ITI
_ Sectoral G.D.P. growth rates 1967/78

Sectors "f‘; o , }1i~;; o i Annual average growth. rates of G.D.P.
Years™\ - - Prir %na:q ‘ Ind;:stry Ser?ces o Perlod ‘Period .Period
‘ ﬁ e e .‘1967/73 1 1967/72 | 1974/78

1967 1.4 5.5 (8.0 | 5.6 SR R o - -

1968 8.6 15.1 (11.6) | 6.6 | Primavy o S 2.3H% 2958 ) 1.98%

1969 6.4 14.5 (14.6) 7.3 . | | |

1970 2 a3 (15.0) A Industry 148 | 11278 3.12%

1971 . 3.4 - 12,1 (10.8) 7.0 h .

1972 50 12.3 ( 7.9) 8.2 anufacturlng 12.4 % 11.53% 4.12%

1974 ‘ 5.0 -11.0 (_2.8):; 2.6 ‘ | SeI Vloes. ) S 7.37% | 7.13% 4-64%

1975 6.0 5.8 -( 5.4) 4.6

1976 -1.0 9.3 (10.0) 6.0

1977 6.7 4.8 ( 1.5) 5.0

1978 6.6 6.7 ( 6.5) 5.0

xFlgures appearlng in brackets refer to
nanufacturlng.

_Source: Nationaliaccounts of Greece 1958-75, 1978 proviéicnal;‘and;tableuII.
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| Total credit by sector (million dr_s.)

Manufact. S Public Public Government
Total Agricult. mining . Trade | Housing | Other enter- | entities | Purchasing
- “ o prises Agencies
1966 68717 13814 24220 9625 4213 4771 4200 3042 4831
1967 79434 15248 29090 10279 6012 6863 4834 3694 3414
1968 91823 13489 33781 11185 9742 7842 5906 5050 4827
1969 | 111004 15025 40117 13276 14040 9966 7379 6136 - 5065
1970 | 134390 17744 48827 | 14890 | 17581 | 14235 9334 6999 4780
1971 | 162816 | 21422 59999 . | 16601 | 21702 18780 | 11538 7955 4821
1972 | 199149 26383 72808 18699 - | 27454 | 26313 | 13891 9677 3924
1973 | 237725 33718 . 84676 22432 | 31831 29943 | 19354 11807 3964
1974 | 286284 44523 104520 24534 33111 36541 | 25003 11708 6344
1975 | 353793 56674 135372 31198 37008 | 42571 | 30619 - | 12708 7644
1976 | 442317 66537 170749 41908 43462 | 56681 | 38606 14283 10092 -
1977 | 547990 90160 | 214148 | 55057 53923 62536 | 43721 | 15584 12861
1978 | 664717 110193 268732 | ..66094. . .67800 71211 | 53233 18182 9273
T 1 2 3 T 5 6 7 8
Source: O.E.C.D. Annual Survey, Greece, 1977, 1979. i
& In Total
Total 1 2 34 5 6 7 8
1966 | 100 20 35.2 14 6.2 6.9 6.2 4.4 7
1967 100 19.2 36.7 12.9 7.6 8.6 6.0 4.7 4.3 -
1968 100 14.6 36.8 12.2 10.6 8.6 6.4 5.5 5.3
1969 | 100 13.5 '36.2 11.9 12.6 8.9 | 6.7 5.6 4.6
1970 100 13.2 36.4 11.0 13.0 10.6 | 6.9 5.2 3.6
1971 100 13.1 . 36.9 10.0 13.4 11.5 7.0 4.9 3.0
1972 100 13.2 36.6 9.3 13.8 13.3 6.9 4.9 2.0
1973 100 14.2 35.6 9.4 13.4 12.5 8.1 5.0 1.7
1974 100 15.6 36.5 8.6 11.6 12.8 8.7 4.1 2.2
1975 100 16.0 38.3 8.8 10.5 12.0 8.7 3.6 2.2
1976 100 15.0 38.6 9.5 9.8 12.8 8.7 3.2 2.3.
1977 100 16.5 39.1 110.0 9.8 -{ 11.4 8.0 2.8 2.3
1978 | . 100 16.6 9.9 10.2 10.7 8.0 2.8 1.3

40.4

" Source: Derived from above Table IV. -
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| TABIE V

Gross flxed asset formation g Disfrjbution Of;Gi:‘OSS fixed asset B

by sector . I ST DR ST  formation by sector v

1970 prices

Million drs.
Years Pmmxy .Seconda:cy:.‘ Tertlaxy . Total | motal | .. » e ;SecxondaxyA '.Dert.laxy '
1963 5131 | 18834 | 12031 | 35996 | 100,0 | 52,32 | 33,43
1964 5688 | 23679 | 14078 | 43445 | 100,0 54,50 | 32,41
1965 6035 27853 | 15115 49003 | 100,0 - .56,84 | 30,84
1966 5591 26843f,;‘ 18133 50567 | 100,0 - 53,08 .| 35,86
1967 6209 26069 | 17492 | 49770 | 100,0 52,38 | 35,157
1968 7079 | 32003 | 20325 | 60397 | 100,0 54,63 33,65 |
1969 7443 39684 - | 24526 71653 100,0 55,38 o 34,23 \35,0

1 1970 7523 36346 - 26794 70663 100,0 51,43 | 37,92{
1971 8052 - 44146 28360 - 80558 100,0 ‘54,80 ' 35,21
1972 8949 ‘ 52667 31361 - 92977 100,0 | 56,54 33,73
1973 9685 _‘55754 ; 34654 100093 100,0 55,70 : 34,62
11974 | - 7015 40426 27059 .| 74500 100,0 .54,26° 36,32

1975 7825 41317 25518 | 74660 100,0 55,34 34,18 :
1976 7740 43078 28932 |- 79750 100,0 54,0 >54,7 | 36,20 »35.9
1977 8420 46227 31953, 86600 100,0- 53,5 o 36,7 o
1978 7171 ' 51205 32724 | . .91100 {..100,0 56,3/ 36,0 /

Source: N. Accounts 1958-75, 1978 (provisional)

Note: Secondary sector includes dwellings.'~ .




TABLE VI

Gross domestic fixed asset formation
Million Drs., 1970 prices

| Gross fixed asset

‘ formation

Dwellings

‘| Other buildings

Other construction
‘& works

‘Transport equipment

| Machinery & other
| equipment

Agriculture, animal

| breeding, fishing
Mining & quarrying

Manufacturing

| Electricity; gas

: etc. . L N

Transportation,
storage &
cammunication

Dwellings

Public admin~
istration

- |'Other serivce
~industries

Private

| Public

2)

27906

1967 |1968 |1969 [1970 1971 |1972 [1973 |1974. [1075 |1976 |1977| 1978
49770 | 60397 | 71653 |70663 | 80558 [92977 |100093|74500 |74660 79750 | 86600 | 91100
13956 | 19445 |23212 |19740 |23641 |29964 |30576 {15869 (20476 |21909 {26450 | 30595
6554 | 9068 | 9729 | 9579 |10504 |12472 [13951 {12381 |10170 [11258 |12228 | 12300
12804 |14097 |15722 | 16169 |19424 |21139 |20426 |15076 [16010 |16078 |15835 | 15600
4772 | 5036 | 6634 | 6548 | 7083 | 7021 [10236 | 7418 | 7050 | 9346 11397 | 12791
11684 | 12751 | 16356 |18627 19906 |22381 |24904 {23756 20954 |21159 |20690 | 19814
6209 | 7079 | 7443 | 7523 | 8052 | 8949 | 9685 | 7015 | 7825 | 7740 | 8420 | 7171
719 | 803 | 1219 | 1471 | 1827 | 1478 | 1985 | 1462 | 1670 | 1859 | 1534 | 1569
6053 | 7245 | 8426 |10044 | 11198 | 13238 |14457 |14914 |13132 |13288 |12538 | 12551
5341 | 5500 | 6827 | 5091 | 7480 | 7987 | 8736 | 8181 | 6039 | 6021 | 5705 | 6490
10167 | 11547 | 14181 | 14677 |17348 | 18529 |20570 |15142 | 14050 |15853 [17143 | 18317
13956 | 19445 | 23212 {19740 | 23641 | 29964 30576 |15869 |20476 |21909 | 26450 | 30595
469 | 367| o628| s28| s03| 781| 675| 580 | 563 | 642 | 584 | 564
6856 | 8411 | 9717 | 11289 | 10209 |12051 | 13409 {11337 |10905 |12438 | 14226 | 13843
34315 | 43863 | 51091 | 50737 | 55112 | 64122 | 72187 | 52211 |53702 |58380 | 67400 | 70430
15455 | 16534 | 20562 | 19926 | 25446 | 28855 22289 | 20958 |21370 {19200 | 20670

Note: Data exclude investments in ships operating overseas.

1) Provisional data.
2) Estimates
Source: . OECD Annual

Survey Greece. August 1979, June 1977.
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-+ TABLE VII

Gross flxed asset formatlon by sector: a.nd type of purchaser 1
In million Drs.,
at constant 1970 prlces
1967 C 1968 11969
Public.| Private|. Total. | Public | Private| .Total.. | Public | Private| Total
Agriculture, animal
breeding, fishing, SRR PR | - ; T B o s
FOrestry ...eeee.. eeee | 2037 | 4172 | 6209 | 2218 | 4861 | 7079 | 2872 | 4571 7 443
Mining & quarrying ... 105 | - - 614 719 188 615 | 803 ‘568 | 651 | 1 219
Manufacturing «....... 84 | 5969 | 6053 73 | 7172.] 7245 37 | 8389 8 426
Electricity, gas, R o Y | |
waterworks ‘etd ...... 5 164 177 | 5341 | 5 389 111 | 5500 | 6 715 112 6 827
Transportation, . T ~ BRI e AU | : B o
COMMUMACAtION «saeenns 6150 | 4017 | 10 167 | 6757 | 4790 | 11547 | 7571 | 6610 | 14 181
Dwellings ...... P 341 | 13615 | 13956 | 336 |19 104 | 19 445 | 373 {22839 | 23212
Public administration 469 | — 469 367 - 367 - 628 —_— 628
Other service ~ - e | o
- industries ......cee.. | 1105 | 5.751 6856 | 1.206 [ 7205 | 8411 | 1798 | 70919 | 9 717
TOTAL | 15 455 | 34 315 | 49 770 | 16 534 | 43863 | 60 397 | 20 562 |51 091 | 71 653

1) Excluding ships operating overseas.
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TABLE VII (CONTINUED)

In million Drs;,

.10

.558

at constant 1970 prices 1970 1871 1972
Public |Private | Total |Public |Private | Total |Public |Private | Total
Agriculture, animal
-| breeding, fishing, , ~ ’
forestry ..ocvecennnn. 3 468 4 055 7 523 3548 | 4 504 8.052° | 4 133 4 816 8 949
Mining & quarrying ... 404 1 067 1471 - 86 | 1741 1 827 400 1078 1 478
| Manufacturing ........ 28 |10 016 10 044 129 |11 .069 11 198 63 |13 175 13 238
| Electricity, gas, o
waterworks. etc........ 4 994 97 5091 7 279 201 | 7 480 | 7 815 172 7 987
‘Transportation, ' -
cammunication ........ 8 147 6 530 | 14 677 |10 222 | 7 126 17 348 | 11 611 6 918 | 18 529
Dwellings ..ceveennenss 297 | 19 443 19 740 698 | 22 943 23 641 674 |29 290 | 29 964
| Public administration 528 — 828 - 803 - 803 781 — 781
Other service
sindustries ...ieiee... 1 760 9 529 11 289 2 681 7 528 10 209 3 378 8 673 12 051
TOTAL 19 926 | 50 737. 663 | 25 446 | 55 112 | 80 558 | 28 | 64-122 | 92977
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In million Drs.,

at constant 1970 prices

TABLE VII (CONTINUED)

Agriculture, animal
breeding, f:LshJ_ng '

FOrestYy seesceneocanna
Mining & quarrying .....
Manufacturing ......... :
Electricity, gas,
waterworks, étc..... eee
Transportation,
comuNication ...oecoas
Dwellings .coeeeeeeesas .

Public administration

Other service
industries ..ceeeevines

- 27 906

72 187 1| 100 093] 22 164 |

53702

, 1973 1974 1975
Public | Private | Total | Public | Private | Total | Public | Private | Total -
3994 | 5691 | 9685 2812| 4362 | 7174| 2801 | 5024 7 825
750 | 1235.| 198 | 177 | 1 285 1462 543 | 1127 | 1670
91 | 14 366 | 14 457 | 6| 14 849 | 14 855 99 | 13 033 | 13132 |
8431| 305 | 8736 | 7966 200 | 8166 | 5 816 223 | 6039
10 444 | 10126 | 20570 | 8478 | 6790 | 15268 | 7573| 6477 | 14 050 |
348 | 30228 | 30576 190| 15674 | 15 869 294 | 20 182 | 20 476
675 | — 675/ 458| @ —= 458 | 563 | - 563 | |
3137| 10236 | 13409| 2077| 9111 | 11188 3269| 7636 | 10 905
52 276 | 74 440| 20 958

74660 |
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Table VII (CONTINUED)

€Ll

In million Drs.,
at constant 1970 prices ‘
1976 - 1977 1978 19787
Public | Private | Total |Public | Private | Total | Public | Private | Total
Agriculture, animal
‘breeding, fishing, ' : : , S : B : ‘
forestry ....on.... 2 802 4 938 7 740 | 2 764 5656 | 8 420 2 459 4 712 7 171
Mining & quarrying 521 1 339 1 860. 634 900 1534 809 - 760 1 569
Manufacturing ...... 475 | 12 813 13 288 | 203 | 12 335 | 12 538 985 | 11 566 | 12 551
| Electricity, gas, ’ : _
waterworks, etc. ... . | 5 741 280 6 021 | 5 282 423 5705 6135 355 6 490
Transportation, : ; ’ ‘ » : 7
communication ...... : 7 494 8;359 15 853 | 6 222 10 921 '} 17 143 5 919 |- 12 398 | 18 317
Dwellingsk .......... 312 | 21 597 21 909 270 | 26 180 26 450 275 | 30:320 30 595
| Public administration - 641 —_ 641 | 584 - 584 | 564 |  —. 564.
Other service ' , o , - )
industries ......... 3 384 9 054 12 438 | 3 241 10 985 14 226 3 524 | 10 319 - 13 843
| TOTAL 21 370 | 58 380 79 750 |19 200 | 67 400 | 86 600 | 20 670 | 70 430 91 100
Provisional
=

EStinates




TABIE VIII.

Consumer price index (1966-1978)

Consumer ; B B
prices 1966 | 1967 | 1968 | 1969 | 1970 | 1971 | 1972 1973 | 1974 | 1975 | 1976 | 1977 | 1978
' (1974=100) A .
Food 55.0 [55.4 | 55.4 | 57.3 | 59.1 | 62.1 | 64.6 | 78.3 | 100.0 | 111.8 | 127.3 |146.1 |165.8
% change (0.7) — | 3.4} 3.1 (5.0)| (4.0) | (21.2)|. (27.8)| (11.8 | (13.8) |(13.9) | (14.3)
Alcoholic o S R I B ‘ o ‘ ' o
beverages | .. : , . . . S : o :
& tobacco |79.0 |83.9 | 84.0-| 84.1 | 84.1 | 84.1 | 84.4 '87.8 | 100.0 | 117.4 | 127.4 |134.8 |[145.8
% change (6.2) — - — _— — (4.0)| (13.9) | (17.4)| (8.6) | (5.8) | (8.1)
Clothing & S : A ' i
footwear |64.2 |66.6 | 66.6 | 67.0 | 68.3 | 69.1 | 71.9 82.0 | 100.0 | 111.2 | 126.2 |142.3 |162.4
% change -1 (3.8) — (0.7)| (1.9)| (1.2)| (4.0) | (14.0)| (21.9) | (11.2)| (13.5) | (12.8) |(14.2)
Housing 66.8 {68.3 | 70.4 | 71.7 | 72.0 | 72.5 | 73.6 78.5 | 100.0°| 111.7 | 124.0 |138.6 |154.4 -
% change : (2.3) | (3.0)] (1.9)| (0.4)| (0.6)| (1.6) (6.7)| (27.0)] (11.7)| (11.0) |(11.8) |(11.4)
Durable ‘ ' '
goods, - -
“household - o . k - .
-| supplies |63.6 |64.2 | 63.7 | 64.0 | 65.5 | 67.4 | 69.7 | .78.9 | 100.0 | 106.7 | 118.0 [129.9 - |141.0 |
. % change (0.1) |(=0.2)| (0.4)| (2.4)| (2.9)| (3.4) | (13.4)] (26.7)| /(6.7)| (10.6) [(10.0) | (8.6) |.
tion 153.0 |53.9 | 53.4 | 57.1 | 59.4 | 60.9 | 66.1 | 72.8 | 100.0 | 119.6 | 133.4 |143.4 |152.4
% change (L.7) | (=07 | (6.9)| (4.0)| (2.5)| (8.6) | (10.0)| (37.0)| (19.6)| (11.6) | (7.5) | (6.2)
Greece 59.0 |60.0 | 60.2 | 61.7 | 63.5 | 65.4 | 68.2 78.8 | 100.0 | 113.4-| 128.5 |144.1 |162.1
% change (L.7) | (0.3)} (2.4)| (3.0)| (3.0)| (4.3) | (15.6)| (27.0) | (13.4)| (13.3) |(12.2) |(12.5)
OECD total RERE! IR R G 1 .
% change 1(3:0) | 4.0)| (4.8)| (5.6) | (5.3)] (4.9) (8.0)| (13.6) | (12.2)| (9.0) | (8.7) | (8.5)
Source: OECD Annual survey Greece. 1977, 1979. And: — ; _
The Greek economy in figures. Athens, Elektra Average annual rates of change
Press, 1980. : ’ ‘ : ; , )
P I RN OECD Greece . .. ...
1967-72 4.6% 2.45%
(1967-73) 5.0% 4.33%
1974-78 10.4% 15.68%
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and of various categories of goods and services.

TABLE IX
Average annual % changes of private domestic consumption

(on the basis of 1970 prices)

1967 1968 1969 1970 1971 1972 average yearly rate
Private domestic , '
consumption 5.8. 6.6 6.5 8.9 6.7 7.1 8.93
| of which: ;
for durable goods 8.9 9.8 9.1 12.9 7.3 22.4. 11.73
for semi-durable goods | 1.0  11.5 6.5  24.0  10.2 8.2 10.23
for non-durable goods | 5.9 4.1 5.8 5.0 - 4.4 4.8 5.0
of which: food 4.8 2.9 4.9 1.4 2.9 3.4 3.38
| for services 7.5 8.3 7.5 8.4 8.7 8.0 8.07

- Source: N.A. of Greece, 1958-1975.
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TABIE X-a
Private damestic consumption expenditure by

category of good and services
(million drs., at 1970- prices)

TABLE X-b

C0m9051t10n of private damestic consumption expenditure

(in million drs., 1970 prices)

1963

1964 1969 1972
Durable
‘goods .+ | 3.7 3.9 4.3 4.3
Semi-durable | - - ‘
goods 12.2  13.2  13.5  15.9
Non~durable ' o B
goods - 54.2 52.9 51.2  47.3
| services 29.9  30.0 ° 31.0  31.5
TOTAL 100.0 100.0 100.0 100.0

11963 1964 1969 1972

1. Durable R S

goods . 4788 5449 = 8466 = 10256
2. Semi-durable | R ~

goods - 15596 18398 26008 38428
3. Non~durable |. ‘ k .

goods . 69582 73557 99134 113855
4. Services . 38497 41550 59683 75948
TOTAL private
domestic con— -
sumption 1 ,
expenditure ‘128463 138954 193291 . 240782
Source: N.A, of Grééce, 1958-1975.

N.A. of Greece, 1958-1975..

oLl



TABLE XT

-~ Exports of certain categories of goods
- Fob customs basis $ million.

TABTE XIT

GDP growth in selected branches of manufactu:rlng
~ In million drs., 1970 prices

% change

1967 1972 -1972/67
Clothing 4.58  17.66  385.6
Footwear 1.14 17.06  1496.5
Leather - .
leather products 7.9 21.80 276.0 -
Beverages — ‘
tobacco 144.91 138.94 = -4.2
Food - .
live animals 113.19 92.0

217.24

Source: 0.E.C.D. Econamic survey, Greece, 1977.

electric goods

‘ % change
1967 1972 1972/67
| Manufacturing _ o ,
total 33346 58892 77.0
of which: o . R
a. food - drinks - . :
tobacco 6763 11008 63.0
b. clothing - . -
footwear 3916 5545 42 .0
c. wood products - ’
furniture 2244 3668 63.0
d. metal manufactures - .
| 4726 - 8605

82.0

Source: N.A. of Greece, 1958-1975.
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TABLE XIIT

Camposition of national income

at current prices

in million drs.

TABLE XTIV

Per capita consumption index, and Real wage

index in industry

1967

1972

%

1972/1967

1. Agricultural
2. Wages & salaries
of other sectors

3. Income from prop-

erty and entre=
preneurship’.
~accruing to
~households

4. saving of cor-
porations

5. Direct taxes on
corporations

6. Government income
from property and
entrepreneurship,
less interest on
public debt

7. National income

© 41.188

'~ 68.601

66.247
1.594

; ;1.1525 S

2.269
181.:051

59.332

124.814

118.825
6.024 -

3.804

2.973

315,816

+ 443

378%

.334%

L RN

Source: N.A. of Greece, 1958-1975“.4

1964=100
- ; Per capita Real wage
| Years consumption = index in Difference
- index industry L
1967 1131.4 125.4 6.0
11968 140.5 134.0 5.5
1969 152.4 . 144.0 12.4
1970 166.7 - 148.0 18.7
" ‘Source: Delivanis-Negreponti, M.. 'The actual

causes of inflation in our country’,
in 'Econamikos tahydromos', issue.
of 13/12/1973, p.9 (in Greek). :
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TABIE XV-b

TABLE XV-a
' FOREIGN TRADE IN FOODSTUFFx B FOREIGN TRADE IN RAW MATERIALS
{(in million dollars) : v . : (in million dollars)
o _"““*’"19 . - 1. - s 1972 ' 1973 Jan. - June
[ 1973 Jan. - June - Imports Exporls Imports  Exports
Imports Exports Imporls  Exporls
— ) Iron and steel- 154.7 — 103.6 —
- Meal and livestock 118.8 — 115.6 — Timber 50.0 — 37.6 —
Dairy produee 31.0 — 23.2 — Cotton and fibres 38.6 37.2 32.0 34.4
Cereals - 11.0 15.7 29.6 - ) Wool 34.4 — 27.6 —
Sugar . 19.14 — 218 — Minerals and ores 22.6 5%.7 18.4 31.4
Coflec 12.9 — 7.9 - Copper and copper articles 18.0 — 15.1 —
Vegelable oils . 163 — 9.8 —_ Hides and skins 13.3 26.0 11.% 16.3
Animal. feeds 24 .8 — " 18.9 — ... . Tobacco : —_— 116.8 — 58.8
Currants and raisins -— 43.2 — 32.5 Total all raw materials (1) 455 .4 234.7 341.7 154.8
Olive .oil and olives - 17.8 - 18.0 Deficit 220.7 186.9
Wines and spirits . . — ) 21.4 — 20.4 e e e - S - - —
Fresh fruit (inc. citrus) — 46.7 — 2.8 | Deflcit in relation to imports 48.9.9% . 54.7 %
"Fruil.and vegetable preserves —_ , 36.9 — 16.6 ; T T =
Fruil juice : : — 14.2 — 8.6 |
Total foodstufls 292.8 224.5 280.6 146.8 |
Deficit , 68.3 - 133.8 e
L S —- - TAB. -C
Deficil in relation to imporis 23.3 9 : : 47.9 9, o » )
' DEFICITS-ON TRADE IN PRIMARY PRODUCTS
Deficit on foodstulls Déficit on raw materials (1)
Year $ million o4 change | $ mi}lion 9% change/|
1966 R 46.0 - L 56.0 -
1967 ) b 47.8 3.9 33.4 —'gO.é
- 1968 - . 15.0 -69.0 58.7 75.8
Source: ECONOMIC BULLETIN, July-Sept.1973 1969 60.4 302.7 111.6 89.8
) 1970 47.8 -20.0 161.6 45.8.
COMM. BANK OFF GRELCI. 1971 60.0 -25.5 167.3 3.6
" 1972 68.3 13.8 204.0 21.9
1972 Jan.- June © 46.2. — 84.4 —_
1973 Jan.- June : 133.8 — 186.9 -

1. lixcludes PPetroleum derivatives.
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Table XVI
Foréign trade of Greece by geographicalf%réa,ﬂA1972 - 1973,

oo, i

AT N AT e 1 e

EXPORTS BY GEOGRAPIIICAL AREA IMPORTS. BY GEOGRAPHICAL AREA

January - June

January - June '5972 ' 1972 o 4970

‘ 1972 - 1972 1973

S mill. o S mill. o; S mill. 0! : , : $ ‘mill. _‘—(}u. $ mill. Yy ‘S mill. g
. . Total . ' 2.407.0 100.0 10945 100.0° ]’Z‘Z;)'J'
Total §33.4  100.0 323.6 - 1000 .556.0 100.0 E.E.C.: the Six . .1,405.5 45.8 489.3 1:-'4.‘3_ 7721
E.E.C.: the Six - . 33004 0.0 138.4 3%.7  195.7 35.2 (W. Germany) ° {462.9)  (17.7) (216.5) {19.7} (351.1)
{\V. Germany) {161.9) (19.4)  (58.8) (154.7) (96.0)  (17.3). (France) . {288.7)  (9.9) (82.4) (7.5? {(141.4)
- {France) : {61.4) {7.4) (31.%) (7.9) (33.0) {5.9) (Italy) (235.0)  (9.8) (109.2) (9.9) (149.3)
(Italy) , (51.4)  (6.1) (21.1)  (5.3) (33.4) (5.9) (B.L.E.U.) A (80.7) (3.3)  (85.3) (3.3)  (38.7)
(B.L.E.U.) : (19.6) (2.3)  (9.5)  (2.4) (12.5) (2.9) (Netherlands) (88.2) (3.7) (45.5) (4.7)  (¥1.6)
(Netherlands) (36.1) (£.3)  (17.4) (.5)  (20.7) (3.7) Un. Kingdom . 188.4 7.5 - 93.8 K5 1461
Un. Kingdom 321.3 3.9 1%4.3 3.6 24.2 VIR U.S.A. ' ‘ 2793.8 11.4% 118.3 108, 172.8
oS, : _ 162.7 19.5 71.9 18.0 112.3 20.2 Eastern Europe ‘ 162.5 6.8 67.1 6.1 11(':0
Eastern BEurope i 1138 13.6 61.6. 15.4 0%.7 17.0 Other .Eum[')ean countries 262.3 10.9 118.3 10.8 1::_.h
Other European countries 88.9 10.6 29,2 7.3 60.1 10.4 Middle East - £5.3 3.5 36.3 3.3 . 78.6
Middle East 2704 3.3 15.% 3.9 16.3 2.9 Rest of the world 399.3 13.8 163.3 14.9- 239.3 ;
Rest of the world 79.5 9.6 67.0 16.8 48.5 8.7 T . [ .
Source:

Economic bulletin €of the) Commercial Bank of Greece, no. 77, July/Sept. 1973
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TABLE XVII
Parities and exchange prices in Drachmae

USA Dollar.
British Pound
W. German D.M.
French Fr.
Belgian Fr.
D. Flor.
Italian Lira
Swiss Fr.
Japan Yen

Austrian Schilling |

Swedish Crown

Parities (1)

Revaluations in Drachmae %

- New  19.10,73  20.10  20.10

Prices (2) S ‘Over  Over = Qver = Over
0old - New 21.2.73(3) © 19.10.73 20.10.73 0Old 0ld  01d 21.2.73
30 - 30 30 30 27 -0 o =10 . =10
72 78,17 72,99 73,24 65,65 8,6 1,7 - -8,8 ~10
8,20 9,31 10,13 12,49 11,22 13,5 52,3 . 36,8 10,7
5,40 5,86 6,45 7,18 6,45 - 8,5 32,9 - 19,4 0
0,60 0,67 0,74 - 0,83 0,75 11,7 38,2 -25 ' 1,3
8,29 9,25 10,12 12,15 10,94 11,5 46,5 32 . 8,1
0,048 0,052 - 0,053 0,053 0,048 8,3 10,4 Q- -24
7,35 - 7,81 8,95 10 8,94 C 6,2 36,1 21,6 0
0,083 0,097 0,11 0,108 0,09 16,9 30,1.. 15,6 7,9
1,21 1,29 1,41 1,69 1,52 6,6 39,6 25,6 -2
5,80 6,23 - 6,66 7,25 6,53 7,4 : ‘

(1) 01d Official Parities valld until the’ Washlngton Agreement of December 1971 and
those formulated after the Agreement.

(2) Average Exchange Buying and Selling Prices by Bank of Greece. - For Japanese Yen .

Prices refer to Bank notes.

(3) Prices formulated after second devaluation of Dollar of 13.2.73.

Source: '"ECONOMIKI PORTA' issue of October 1973 (econ. mag.)
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TABLE . XVIII

Dlstrlbutlon of gross expendlture' ;
Million drs. 1970 prices ; _
' o ~  TABLE XIX

g - Consumer expenditure

o o ~*8f Billion Drs. 1970 prices

508 £

4 ‘ﬁ O ~

o % HWB O ‘ -
0 0 & 5m e - 6D R (2) s L
§ O g. g o@g ' ‘| Years| Consumer G.N.P. |[(L)/(2)
> 88 O i B/A C/A : | | Expenditure |

1967 | 253331 |.198389.| 49770 | 79% 20
1968 | 273512 | 213358 | 60397 | 78% 22
19691 302005 | 226610 | 71653 | 75% 24
1970 | 323925 | 239916 | 70663 | 74% 22
1971 | 345852 | 256579 | 80558 | 74% 23 22.86
1972:} 375734 | 276270 | 92977 | 74% 25

1973| 413665 | 292074 | 100093 | 718 24

1974+ 387525 | 301068 | 74500 | 78% 19

1975 | 409400 | 323331 | 74660 | 79% 18

1976 | 429781 | 339149 7975Q 79%.‘19 18.8 ‘ ; 1976 280.26. 414.84 | 682
1977 | 449341 | 356954 | 86600 | 79% 19 ‘ , 1977 294.15. 430.72 | 682 S
1978 | 469600 | 373750 ~91100 80% 19/ R 1978 309.10 456.20 | 683 e

1967 166.33 240.79 | 69%
) 1968 180.26 257.23 | 70%
22.67 ce 1969 - 190.09 - 282.17 | 67%

: 1970 | 206.39 [ 304.42 | 68%
(1971 218.05 .| 327.72 | 66%
1972 - 233.08 256.89 | 65%
1973. 250.46 383.92 | 65% ?
1974 250.97 . |369.32 | 68% 5
1975 267.26 390.00 | 69% o

XExcluding change in stocks. 19671973 average =
1975-1978 average = 68.2%

Source: N.A. of Greece, 1958-1975, and
' Provisional N.A. of Greece, year 1978

Source: OECD Annual survey Greece.
' 1978, Aug. 1979
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Gross investment, net capital stock and output in manufacturing
' At 1970 prices, million Drs.-

Net capital stock .

; Replacement investment

Manufacturing Gross ; ‘ - - % of gross

Year production investment Drs. million % change Drs. million investment
1960 18 430 2 873 18 593.4 2.6 2 403.9 - 83.7
1961 19 886 3 634 19 596.4 5.4 2 631.0 72.4
1962 20 934 4 280 .20 977.9. © 7.0 2 898.5 - 67.7
1963 22 661 4 390 .23 032.5 9.8 2 335.4 - 53.2
1964 25 537 5 628 25 984.1 12.8 2 676.4 47.6
1965 28 146 7 006 29 900.5. 15.1 3 089.6 44.1
1966 30 672 6 660 33 089.6 - . 10.7 3 470.9 52.1
1967 33 346 6 053 35 427.6 7.1 3 715.Q 61.4
1968 37 208 7 245 38 592.9 8.9 4 079.7 . 56.3
1969 42 537 8 426 42 540.0 10.2 4 478.9 53.2
1970 49 266 10 044 47 588.7 11.9 ~ 4 .995.3 49.7
1971 54 586 11 198 53 212.8 11.8 -5 573.9 49.8
1972 58 892 13 238 60 197.8 13.1 6 253.0 : 47.2
1973 69 228 14 457 67 674.4 12.4 6 980.4 ©.48.3
1974 67 226 14 914 - 74.893.0 10.7 7 695.4° - 51.6.
1975 - 70 944 13 132 - 79 701.4 6.4 .8 323.6 63.4
1976 78 029 13 288 - 84 014.8 5.4 8 974.6 67.5
1977 79 215 12 538 - 87 021.8 3.6 9 531.1 76.0
1978 84 350 12 551 89 524.8 2.9 10 048.0- - 80.1

Source: OECD Annual survey Greece. August 1979.




TABLE XTI

TABLE XXTI

Expendlture of the publlc sector as a percent of

Percentage participation of the publicé

‘sector in total consumption and in gross

fixed 1nvestnents of the economy (current

G.N.P. (at cu_rrent market prlces)
1963—1978
‘ Current expend Subsidies, ;
Years | on goods and transfers; | Total "
services | etc. - investment | expenditure

1963 11,1 6,9 5,6 24;1
1964 11,9 . 7:6 5,6 25,0
1965 12,0 - 8,4 5,7 26,1
1966 12,2 9,2 5,5 - 26,9
1967 | 13,4 10,1 5,9 £ 29,4
1968 13,2 10,1 6,1 29,4
1969 13,1 9,3 6,8 - 29,2
1870 13,00 -, 49,3 6,5 . 28,8
1971 12,9 9,7 7,7 30,3
1972 12,5 9,3 - 8,3 30,1
1973 11,8 9,1 7,5 ~.28,4
1974 14,0 10,3 - 6,5 30,8
1975 15,4 10,9 5,6 31,9
1976 - 15,2 11,7 5,5 32,4
1977 16,1 12,4 4,9 33,4
1978 16,4 13,7 5,1 35,2

Source: RELMON,

D, 'Public expenditure & inflation’

(a presentation and critique upon the recent
study conducted by the Institute of Economic.

and Industrial Research) in 'Economicos tahydrcmos ;

issue of 17/4/1980

prlces)
1963-1978
| Participation | Participation
Years in the total | in total gross
consumption | fixed investment
1963 13,2 29,7
. 1964 13,7 27,3
1965 13,9 26,7 -
1966 14,0 25,9 .
1967 29,8
1969 28,1 -
1970 28,2 -
1971 31,2
11972 30,3 e
1973 27,8
1 1974 30,1
1975 27,7
1976 - 26,8
1977 22,1
1978 22,6
‘.1964e68 27,3
:1969~73 29,1
'1974-78 25,0

pel




 TABLE XXIV -

g Percentage distribution of public sector ..
gross fixed investment (at current prices)
- by sectors of activity, 1964-1978.

TABLE XXITT

~Annual average % rate of change of public

sector gross investment on the basis of

constant prices) by sector of activity.

- 1974-78.

| Sectors . of activity

Sectors of activity 1969-73
a. Agriculture, fishing,
~ forestry,-land t
improvement ........ 14,4 13,2
b. Energy, water, etc.. 29,2 28,8
c. Transportation and - o
communication ...... 38,8 33,3
- Total- 1nfrastructure‘
investments (atbtc) 82,4 75,3
- Investment in other‘ : -
fields ...ivvvivnnnes 17,6 24,7
Total of public sector 100,0

gross fixed investnent

100,0

Source: RELMON, P. 'Public expenditure and inflation' .
: (a presentation and critique upon the recent study

conducted by the Institute of Economic and Industrlal
" Research) in 'Economicos tahydramos', issue of 17/4/1980.

:1969~73 1974-78
"a. Agriculture, anlmal
breeding, fishing,
forestry, land : : '
improvement etc. 12,3 - 6,4
b. Energy, irrigation, \ ,
" drainage, etc..... . 9,2 - 7,8
c. Transportation -and R o -
camunication ..... 11,1 -10,1
- Total infrastructure : /
1nvestments (atb+c) 10,6 - 8,6
- Other public invest— TIPS .
| Total public investments 11,7

- 5,7

szl




TABLEXXVI e T R | TABIE XXV

Evolutlon ‘of the saving propen51ty of the publlc sector.A ..o+ Distribution of public sector current
: 1963—1978 AR o : P _expenditure (excl. defense) by basic categories.
o o : : : ‘Bavings as a % of | Percentages %
Total revenue | Current expend.} Savings of . . |Total Public | Tt o 1
of public of public ‘public sector |revenue | sector Ci Salar;es & wages  d
Years|sector ’ sector SRE I : - | investment Armed | Civil - |Purchases | Total of
Mill. Drs. : ; . ‘| Years | forces | servants |of goods | current
H A kgxk k k ' ~ —1 : R - | & services | expendi-
n=- - ‘ - (2) (2= . . | ture
1963 32.996 26.599 . 6.397 ~19.4 79.6 41 1963 -} 26,2 50,0 23,8 100,0
1964 37.950 . - .31.301 1 6.649 17.5 73.4 | | 1964 24,7 51,2 24,1 | 100,0
1965 42.919 c 037,436 5.483 12.8 53.0 | 1965 24,4 51,3 24,3 1 100,0
1 1966 50.981 - 43.554 | .- 7.427 14.7 66.1 171 1966 24,1 52,6 23,3 100,0
1967 57.247 51.657 1+ 5.590 9.8 . 42,7 - | | 1967 25,0 53,5 - .21,5 | 100,0
1968 - 64.582 55.721 -8.861 13.7 60.8 ~1968 | 27,2 51,9 20,9 100,0
1969 73.319 ] 60.866 - 12,453 17.0 67.5 - 1969 26,8 51,2 22,0 . 100,0
1970 81.061 |  67.859 - ©13.202 16.3 66.3 1 1970 26,6 52,2 21,2 ~100,0
1971 89.152 = | 76.343 ‘ 12.809 14.4 149.2 1971 | 26,4 52,3 21,3 - 100,0
1972 101.888 84.639 o 17.249 16.9 54.3 | | 1972 25,6 52,9 21,5 100,0
1973 124.429 109.647 . 20.782 16.7 55.2 1973 | 24,3 53,4 22,3 100,0
1974 152.911 | 141.633 |  11.278 7.4 29.8 ] | 1974 26,6 53,5 19,9 | 100,0
1975 186.487 181.940 1 4.517 2.4 11.7 1975 | 25,7 54,3 20,0 | 100,0
1976 241.261 227.781 - 13.480 5.6 28.7 1976 | 24,4 55,9 19,7 | 100,0
1977 286.986 - | .283.224 -} - 3.762 1.3 7.7 11977} 24,2 | 56,8 19,0 ©.100,0
1978 355.980 - v355.440 : FE 4501" 0.1 0.7 11978 | 24,6 | 57,7 17,7 - 100,0

xIncludlng direct and 1nd1rect taxes,‘lncome frcm.publlc property and -
entrepreneurship etc.

xxIncludlng current consumption expendlture, sub51d1es, ‘transfers and
interest payments on public debt. , .

Source: RELMON, P. "Public expenditure and 1nflatlon (a presentation and crlthue upon a recent study ‘conducted by
" the Institute of Economlc and Industrlal Research) in 'Econdmlcos tahydramos issue 17/4/1980.
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- TABLE XXVIT

Total savings of the economy as

a percentage of G.N.P.

Savings ratio

TABLE XXVIIT

Evolution of, interest rates on
deposits & inflation 1960-78

‘| at current | at constant
Year | -prices 1970 prices | .
-1960 9.69 C11.79
1961 13.61 15.61
1962 13.80 13.23
1963 16.22 17.43
1964 16.56 16.98
1965 17.16 18.09
1966 17.53 17.65
1967 16.23 16.86
1968 17.04 17.53
1969 19.63 20.00

-1 1970 19.80 19.80
11971 22.12 21.38
1972 23.44 22.96
1973 26.50 23.12
1974 20.13 18.48
1975 18.26 ~17.09
1976 20.89 018.24
1977 19.91 17.13
1978 20.02 18.07

Source: The erek ééonomy in
figures. Athens, Electra Press,
1980.

real

1978

e -~ on-savings - ; real -on long-term
Year | deposits (1) | inflation| interest| deposits (2) | inflation | interest
- rate ‘ rate
1960 5.6 1.6 4.0 5.7 1.6 4.1
1961 4.5 1.8 2.7 5.9 1.8 4.1
1962 |. 4.5 -0.3: 4.8 6.0 -0.3 6.3
1963 4.5 3.0 1.5 5.8 3.0 2.8
1964 4.5 0.8 3.7 5.7 0.8 4.9
1965 4.5 3.0 1.5 5.7 3.0 2.7
1966 | 4.7 5.0 -0.3 5.9 5.0 0.9
1967 5.0 1.5 3.5 6.25 1.5 4.75
1968 5.0 0.3 4.7 6.25" 0.3 6.0
1969 5.0 .2.5 2.5 6.25 - 2.5 3.75
11970 5.0 2.9 2.1 < 6.25 2.9 3.35
1971 | 5.0 3.0 2.0 . 6.25 3.0 - 3.25
1972 5.0 4.3 0.7 6.25 - 4.3 1.95
1973 6.0 15.5 +=9.5 7.4 ~15.5 -8.1
1974 8.7 27.0. -=18.3 210.2 27.0 -16.8
1975 8.5 13.4 =4.9 10.1 13.4 -3.3
1976 7.4 13.3 -5.9 9.4 13.3 -3.9
1977 7.0 12.1 =5.1 9.0 12.1 -3.1
8.6 12.5- =3.9 ~10.6 12.5 -1.9

1) with commercial banks
2) six to twelve months -
Source: 'Economikos tahydromos', issue of 30/10/1980. " .




 TABLE- XXIX

Tbx elast1c1t1es w1th
respect to GDP 1960/76

TABIE XXX

- The structure of taxation
- Percentage of GNP in 1974

| omcp ., | omEcD.

Greece | purope | total®
Total taxes| 1.13 | 1.22° | 1.20 |
Direct taxes - ; ‘
taxes 1.26 | 1.27 1.26
of which: : - L
on house—. : o
holds 1.12 1.37 '1.36
on cor- , I ﬁ
porations 1.69 | 0.91 - 0.96
Social ‘
security : -
taxes 1.17(' 1.38 1.38
Indirect B '
taxes 1.07 1.04; ' 1.03 

Othér

Unwe1ghted average, excludlng
Greece.

Source: OECD Amnual econamic survey,

Greece. August 1979.

Source: -

- "Details not available.

OECD Annual econamic survey Greece, 1977.

Total tax | Goods and | Income and | of which: | Social -
‘revenue services | profits personal | security |taxes |:
’ income R
Greece 22.4 8.1 3.8 2.4 6.0 | 4.6
‘| Belgium 38.1 10.8 14.3 S11.2 ©12.0 1.1
‘France 37.5 12.7 7.2 4.1 15.7 1.9
Germany 37.6 9.5 13.3 11.4 13.3 | 1.6
‘Ireland 32.4 15.5 9.5 7.4 - 3.8 | 3.7
Italy 31.9 10.8 6.5 4.9 13.3 | 1.3
| Netherlands | 45.2 10.5 15.5 10.7 17.4 1.7
Norway 45.3 16.6 14.0 12.4 13.2 1.5
Portugal 22.4 8.3 5.2 1.9 6.2 2.7
“Spain 18.8 5.1 4.0 2.4 8.4 1.3
| Sweden 442 11.9 21.4 19.9 8.5 | 2.3
‘Turkey™ . 26.2 ~ ' ‘“ I
| United K. | 35.6 9.6 15.4 12.5 6.1 4.5
OECD. Eurcpe | = 34.5 10.0 11.1 819 11.3 2.1
'QECD total 31.0 7.3 12.4 9.3 8.0 3.2

8cl




TABLE XXXT . : TABLE XXXIT

[alc

Budget deficit and financing - : Analysis of government budget receipts
Billion drachmae ; -from damestic loans (in million drs.) .
1975| 1976 | 1977| 1978 Bank of Greece | Treasury .
Year Loans. bills Bond issues | Total
INVESTMENT BUDGET
Revenue 1.1 0.8 1.0 1.2 19260 -— 995 13 1.008 |
Expenditure 32.5] 40.2} 45.0 51.71 | 1961 — . 380 | 760 -+ 1.140
Deficit : 31.4 .39.4 44.0) 50.5 1962 100 1.084 996 1.180
cromas: o s | I BN S U R
Fingncing DEFICIT 32.21 37.6} 44.6 '50.5 1965 1.129 1.000 7 2.136
Domestic loans 16.0] 35.8| 39.3| 36.0| | 1960 375 1.200 208 2.483
. 1967 300 2.600 1.502 4.402
Foreign loans 15.41 1.0| 4.6 14.5 : :
Foreign transfers 0.8 0.8 0.7 o 1968 - 2.500 1.814 4.314
: : : 1969 - 3.000. 2.003 5.003
AGRTCULTURAL PRODUCTS & 1970 e 3.400 2.205_ 5.605
GOVT. SUPPLIES DEFICIT 11.5] 22.0| 25.3] 19.8 1971 575 4.400 - 2.353 7.328
TOTAL DEFICIT 43.7| 59.6 69.9 | 70.3 ig;g — ;g% 3:003 10530
Financing =~ | ' 1974 2.500 14.541 | 2 | 17.043
Domestic loans 22.61 52.3]| 56.11 47.7 i} e -
: : : 1975 _— 16.019 - 16.019
Treasury bills 16.04 33.3} 39.3]| 36.0 o : : ;
, 1976 2.500 33.341 _ 35.841
Bank of Greece loans — 2.5 — —_ _
. . 1977 — 39.232 — 39.232
Financing by the Bank ’ 1978 —_ 35.468 — 35.468
of Greece 11.5} 22.0{ 25.3§ 19.8 : v :
Foreign loans 15.4} 1.0| 4.6| 14.5 . : s
. o Source: 'The Greek econamy in figures'. Athens,
Foreign transfers 0.8} 0.8 0'7; Electra Press, 1980.
Memorandum item:
Total deficit, % of
GDP at market prices 6% 7% T% 6

Source: OECD Annual survey Greece. August 1979
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NOTES

1.

2.

Consult table I.

Consult table III_and-Appendix'I (particulafs){

Consult table V.

See: Bank of Greece. Highlights of monetary and

economic developments in Greece, 1963-1969. Athens,.

‘Bahk'of Greece,“Edonomic Researeh Dept.,‘1970,

~10.

11.-

Page 7.

See: 'Ekonomiki poria', issue of 15/6/1973, p. 538,
and issue of 30/6/1973, p.642 (economic magazines,

in Greek).
This topic will be taken up later on.

See: Nurkse, R., Problems of capltal formatlon 1n,t

underdeveloped countrles, Ch V, p 112

Schultz; c. C., 'Sectoral ShlftS and 1nflatlon in
R.J. Ball and P. Doyle (eds ), Inflatlon, selected
readings, Harmondsworth, Penguin, l969. Ch-'12-~,_d'

Consult tables I and'VIII.:
See: Agrlcultural prlce 1nd1ces (1966 lOO)
Athens; Natlonal Statlstlcal Serv1ce of Greece,

1975. Table 4, page 18,

I1f onevtakes into aecount that in the index mention-

ed a certain subsidy is already incorporated.



12.

13‘

14.

15.

16.

17.

18.

19'

20.
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To make things more clear, say the government

anticipated a 4% rise in the rise of agri-products:

it allowed 2% to take place and granted income
allowances to farmers to compensate for the

difference.

See further: O.E.C.D. The agricultural policy of
Greece. Paris, OECD, 1979, p.44. i

See: Economou, G., Empirical analysis of the
factors determining waées;’Salaries'aﬁd‘priéés

in the Greek industry. 'Athens, Céntre‘of_Progf
ramming and Economic Research, 1975;-,Ch;”4;up;110

(in‘Greek);

SeetxAppéhdik I;‘p{TOOinote c.

" Consult Appendix I,V'ParticularST of the Ecbnomic

Development Plan of Greece', Note B (page 102 in
thesis). ‘

See: Economou, G., Empirical analysis of;the
factors determining wages, salaries‘and'pricesvin
the Greek industry. Athens, Centre of Programming'

and Economic Research, 1975. Pagé 196 (in Greek).
Papadopoulos, A. 'Inexcusably over inflationary (
the Greek wholesale trade', in 'Economikos tahydromos',

issue of 26/1/1978, p.32 (in Greek).

Ibid. 18g

The same applies for pérfeCtly/COmpetitive'ﬁarkets.

Given the established ﬁriCe;’inefficient'firms would
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enjoy a below average rate of return and efflclent

flrms an above average proflt rate.
See: p.3.

See: Schultz, c.c. 'Sectoral shifts and 1nflatlon
in Inflatlon, ed by R. J Ball and P Doyle,'

'Harmondsworth, Penguin, 1974.

ConSﬁlt.table XIX (Appendix).

'See. Economlc development plan of Greece, 1968f

1972, ch 23.

From table XI we can see that'exports of food and .
live animals increased during the 1967472 period
by 92%. This possibly export drlve was 1nfluenced‘_
bydthe suppressed' agrlcultural 1ncomes pollcy,
i.e. sell abroad where prices are h;gher, this maya
well have been an added'reaSOn behind the observed‘

shortages given espec1ally the low annual growth

rate of agrlculture s GDP

‘Consult table VIII,

Consult tables XTI and XII.

Ibid. 27.

For infant industry arguments as well as. for

balance of payments reasons Greece still 'enjoys'-ﬁ
a high degree of protectlonlsm Iﬁports of‘com—

petltlve products are made art1f1c1ally expen51ve
SO as a consequence ‘thse are 'out' of the average
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consumer's purcha51ng llSt Total 1mports thus
are low in volume and consequently do. not. ald the

supply side of the problem

‘in’the'absehce:of a'rapidlyigrowing demandefo;s

cars etc. no need for such import restrictions
would have been called for. Here again we wish
to emphasize the change in the composition of

demands - the consumption pattern.

.See: Economlkl porla, 1ssue of 30/6/1973, p. 642

(in Greek)

See: Burger, A. Economlc problems of consumers

© services. Budapest Akademiai Klado, 1970

See: Delivanis—Negreponti, M‘ Analysis of the

Greek,economy Athens, Papazesms Publ., 1979.

Ch. II, pt. II, p.310 (in Greek).

Ibid 33.

'See-'Dellvanls Negrepontl, M Analys1s of the

Greek economy. - Athens, Papaze51s Publ., 1979.

- Ch. II, pt. 11, " p.311 (1n Greek) .

Consult table Vs more than 35 of total fixed
capltal formatlon was dlrected 1nto the tertiary
sector durlng the 1967-72 period.

This table is found in the text, See,page 15.

See pages 65, 66 and 67.
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Wage and salary earners from the 1ndustr1al and

' agrlcultural sector at least.

Change 1n the composrtlon of demands, the growth

of serv1ces and other
See p.3.
Ibid 40.

See: Economic bulletin of the Commercial Bank of

‘Greece, July/Sept. 1973, p.16.

See: tables XV<a and XV-b (appendix).
See: table XV-c (appendix).

Seé' "Economic’ bulletln of the Commer01al Bank of
Greece (report), July/Sept. 1973 P- 24

Price controls for a limited number of imported :
and locally produced ba51c commodltles (14 1n total)
were retained. This was p0551ble after 1ncreased ~
government subsrdles and reduced anti- damplng .
and other taxes on’ ;mports which allowed,proflt
margins of producers, wholesalers and retailersvtoQZQ
remain at acceptable levels. Prices now were'd '
formed on a cost—plus"ba31s, the proflt margln
set or determined by the authorities. (See 'Econo-
miki poria', issues of 30/6/1973 and of October

1973, pp.642-44, and 992, 967 respectlvely)
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Since through devaluation, imports in termshofn

the domestic currency were made more,eXpensivé

‘while exports in terms of foreign currencies

cheaper..

See: tables XVI and XVII.

See: 'Economiki poria', issue of October 1973,

g p.964.

51.

52.

53.

54.
55.
56.

57.

58.

59.

60.

See: table IIT (appendix).

‘Unfortunately we do not know which exactly commodity

exports aftér midll973'Were prohibiﬁed,

Some manufaCturéd ¢ommodity exportskwere_prohibited;
possibly of primary origin i.e. juices) foodstuffs

etc. See: 'The course of the economy', in Economiki

~ poria, issue of 30/6/1973, p.619 (in Greek).

See: table III (appendix).

See: tabie_13, p. 42.

See: 'The first government measures', in Economiki

poria, issue of October 1973, p.968.

See: Economiki poria, issue of 15/6/1973, p.536,
last paragraph.

‘Consultytable I.

Consult table III.

Consult table VIII.
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In part this is the result of the devaluatlon of

the drachma—part of the exchange rate pollcy

Much of what is outlined herewith has been horrowed
from KORLIRAS, P. 'Effective demand, liquidity and
inflation', in 'ECONOMIKOS TAHYDROMOS' issue of '
9/10/75, pp 15 18.

Also real income which however will tend to'become
nominal as the economy approaches full employment

equilibrium.

If wages are allowed to. 1ncrease only in accordanceg’
to average product1v1ty , Thus most of ‘the galns‘

from rising productivity will take the form of

increased profits: 'capitalization'.

This is debatable: higher profits might lead to
increased consumption or might be directed towards
investment activities whlch do not expand produc—

tive capacity: example - hous1ng

Enlargement of aggregate demand need not be done

via budget deflCltS a balanced budget may be

‘suff1c1ent.

Consult'table II-b.
Consult table VI.

DELIVANIS-NEGREPONTI, M. Analysis of the Greek
economy. Pt. II, ch.2, pp.306-7. Athens, 1979.
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Measured here as the ratio of changes in manufactur—k

ing output over changes in empldyment.

The 9% mentioned for the periodrl967-1970 has
been derived from table 7, page 15.

See, 0.E.C.D. Annual survey on Greece, Augustvl979h

page 13.

See, KIRIAZIS, D. 'Declining growth rate of labour
productivity in manufacturing in recent years'
in E.T. issue of 17/4/80, p.26.

Ccnsult"table XX.

EINZIG, P. Inflation, Chatto & Windus, London,

1952, ch. XI, p.126.

Ibid 73.

See 0.E.C.D. Annual survey Greece. August 1979,
p.11 (footnote).

See, KIRIAZIS, D. 'Declining capital productivity
and efficiency in the Greek industry', in 'Economi-

cos tahydromos', issue of 24/4/1980, p.15.
What further may have.contributéd to the slquish—
ness of investment since 1974 is the climate of

uncertainty regarding Greece's entry into the E.E.C.

Coﬁéult table 7, page 15}
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COnsﬁlt table XXI.
Consult table XXII.
Ibid. 82.

Consult table XXIII.

Consult table XXIV.

Consult table XXV.

See 0.E.C.D., Annual survey Greece. ~August 1979"w7j:,

ROWTHORN, R.E. 'Conflict, ‘inflation and money'.
Cambridge journal of economics, vol. 1, no. 3,
1977. ’

See, O.E.C.D. Annual survey Greece. 1978, page 10.

'Economic bulletin', Commercial Bank of’Greece,

‘Jan-March 1979, p.13.

Consult table XXVIII.
See, 0.E.C.D. Annual survey Greece, 1978, p.21.
See, O.E.C.D. Annual surVey‘Greéce,‘1979, p}36.

0.E.C.D. Annual survey Greece, August 1979, pp. 35-36.

Consult table XXIX for further information.
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Consult table XXX.

O.E.C.D. Annual survey Greece, Augusti1979, p.36.

DELIVANIS-NEGREPONTI, M. Analysis of the Greek
R - SRS T e ' e T
economy, Ch. II, part II, p.319. '

'Faltering economy in need of radical handling'
in 'Financial Times', August 18th, 1980.

'"Economic bulletin' Commercial Bank of Greece,

~Jan-March. 1979,

Consult table XXII.
Consult table XXI.

Consult table XXVI.

‘Consult table XXXI.

See, O0.E.C.D. Annual survey Greeée. August, 1979,
p.23. ' ‘ |

See, Ch. V, p.47.

. YIANNOPQULOS, G. 'Roots‘of the inflationary upsurge,

the monetary ahd:fiécal policy' in 'Economicos
tahydromos', issue of 4/10/1979 (in Greek) pp.9-12.

ROWTHORN, R.E. 'Conflict, inflation and money',
in Cambridge journal of economics, vol. I, no. 3,
1977.
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109. Consult tables XXXI and XXXII.

110. See 0.E.C.D. Annual survey Greece, August 1979,
' pp. 22-23.

111. See 0.E.C.D. Annual survey Greece, 1978, p.43.

112. According to the 0.E.C.D., M3, the 'broader' defi-
nition of money also includes savings deposits,
private and‘public‘time deposits and special credit

inStiEutions.

113. Conclusion reached by the Radcliffe committee in
Englénd in 1959, see Korliras, P. 'Effective demand,
liquidity and inflation in E.T. issue of 9/10/1975.

114, Consult table 18.

115. See further: 0.E.C.D, Economic surveys, Greece.
Parish OECD, 1979, p.24.

116. Mouzelis, N.P. Modern Greece; faéets,Of underdevelopmént,f
' chapter 7, pp. 115-133. '

117. Look back at chapter IT, pp. 15-16.

118. Also after rulingkoutvthe'possibility of rising
costs.
119. See: Schultz, C.C. 'Sectoral shifts and'inflatiqn'/f
" in Inflation, ed. by R.J. Ball and P. Doyle. |
- Penguin, 1974. - o ‘

120. See: Nurkse, R. Problems of capital fdrmation in-

underdeveloped‘cduntries, Chapter V, lelZ.
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121. Data according to 1971 census, see p.31.

122. In 1978 or 1979 it doubled again to become one
million drs. - equivalent to Dfl, 48.000..

123. Since increasing wear and tear of capital is brought

‘about as further or'full’éapacity is utiliéed}

.124. See: Ch, 1 pt. A, Economic development plan of
Greece, 1968-72 (E.D.P.G.).

125. See: Ch. 2 pt. A,‘Economic development plan of
Greece, 1968-72.

126. See: Ch. 4 pt. A, Economic development plan of
Greece, 1968-72,

127. Investment in Social Overhead Capital in the wider

sense, is assumed by the public sector.

128. Revised incentives under law 147/1967 concerning
capital inflows, see Ch. 7, pt. A, E.D.P.G.

129. See: Ch. 3 pt. A, p.25, E.D.P.G.
.130. See: Ch. 9, pt. B, pp.71-80, E.D.P.G.

131. Semi~durable manufactures, and durable consumer
goods.

132. It is expected that foreign demand for primary
products is to decline and therefore an effort
to promote exports of manufactures is a must.

Credit facilities, tax concessions, subsidies and
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otherkmeasures'ére mentioned as incentives for
the establishment of these industries.

133. SQ@: Ch. 15' pt. C,‘ EoD.PoG.

134. AutOnomous‘capital infldws, aid étc.




