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BASIC STATISTICS OF GREECE

THE LAND

Area (1 000 sq. km)
Cultivated area (1 000 sq. km) 1976

132.0 Main urban areas,
39.2 14.3.1971 census (1 000):

Greater Athens (incl. Piraeus)
Salonika

2 540

557

THE PEOPLE

Population, 1978 mid-year (1 000)
No. of inhabitants per sq. km
Net natural population increase,

1977 (1 000)

9 360

71

60

Total employment, 1976 (1 000)
Agriculture (%)
Industry and construction (%)
Other activities

(mainly services) (%)

(3 230)
(34.4)
(28.9)

(36.7)

PRODUCTION

GNP, 1978 (billion drachmae)
GNP per head ($), 1978
Gross fixed investment (excl. ships):

per cent of GNP, 1978
per head ($), 1978

1 182.3 Origin of GDP at factor cost,
3 440 1978 (billion drs.) 1005.4

Agriculture (%) 17.3

22.8 Mining and manufacturing (%) 20.4

785 Construction (%) 9.0

Services (%) 53.3

THE GOVERNMENT

General government current
expenditure, 1978 (% of GNP) 29.4

General government current revenue,
1978 (% of GNP) 29.4

Composition of Parliament
(No. of seats):

New Democracy 172
Panhellenic Socialist Movement 93

Communist Party 11

Other _24
Total 300

Last general election: 20.11.1977
Next general election: 1981

FOREIGN TRADE

Exports of goods and invisible
receipts, 1978 (% of GNP) 20.2

Tourism earnings, gross,
1978 (% of GNP) 4.1

Emigrant remittances, 1978
(% of GNP) 3.1

Shipping earnings, gross, 1978
(% of GNP) 3.7

Main exports, 1977 (% of total
commodity exports):

Iron and steel 4.5

Tobacco 5.6

Fresh fruits 7.3
Dried fruits 4.9
Aluminium 4.5
Cotton 1.3

Imports of goods and invisible
payments, 1978 (% of GNP)

Main imports, 1977 (% of total
commodity imports):

Mineral fuels, lubricants and
related materials

Machinery other than transport
equipment

Manufactured goods classified
chiefly by material

Food and live animals

Transport equipment

24.7

19.2

18.8

16.5
9.7

38.7

THE CURRENCY

Monetary unit: Drachma Currency units per $ US,
average of daily figures:

Year 1978

June 1979

36.7

37.2

Notb An international comparison of certain basic statistics is given in an annex table.
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INTRODUCTION

Mainly in response to expansionary fiscal and monetary policies in 1977 and the
first half of 1978, real GDP rose by 6 per cent, or slightly faster than the average in the
preceding three years. Employment, which, partly associated with a slowdown in
productivity growth, has been rising since around mid-1975, again increased sub¬
stantially last year and unemployment remained stable at a rate of about 2Vi per cent.
Although the terms of trade deteriorated, the current external deficit remained broadly
unchanged between 1977 and 1978 as there was a considerable improvement in the
real foreign balance; after stagnating in 1977, the volume of exports turned up
strongly while the rise in the volume of imports was moderate. The current deficit was,
once again, financed to a large extent by autonomous private capital flows. Despite a
strengthening of inflationary pressures, reflecting largely continuing substantial increa¬
ses of nominal incomes and the effects of speculative forces arising from the house¬
building boom which started in 1975, the rise in consumer prices was kept to just
over 12 per cent, much the same rate as in 1977. The better than expected price
developments owed much to the effects of special factors and a freeze for part of the
year on administered prices. Non-residential investment performance, however, was
less than satisfactory, with private manufacturing investment falling by 6V2 per cent to
bring it to about 22 per cent below the 1974 level.

The early months of this year have witnessed a sharp acceleration in the rate of
inflation following the end of the temporary price measures and the marked rise in
commodity and particularly oil prices. Higher oil prices were also an important factor
leading to a considerable widening in the current external deficit. Some moderation in
these unsatisfactory developments is expected in the second half of 1979 but in the
year as a whole the current external deficit will be somewhat bigger than in 1978 as
will the rise in prices. Reflecting the successive tightening of policy since mid- 19 78 and
the adverse effects of the expected acceleration in prices on real disposable incomes,
the outlook is for a marked deceleration in the growth of real GDP accompanied by a
small rise in unemployment. According to the treaty of accession signed in May 1979,
Greece will become in January 1981 the tenth member country of the European
Economic Community.

Recent economic developments are reviewed in Part I. Part II contains an
analysis of economic policy as well as a brief discussion of a number of medium-term
issues bearing on fiscal policy. Part III examines the outlook for 1979, paying
particular attention to prospects for inflation and the balance of payments. The Survey
concludes with a discussion of the main policy considerations (Part IV).
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I RECENT DEVELOPMENTS

The previous OECD Economic Survey of Greece1 suggested that real GDP
would rise by about 4'/2 per cent in 1978, accompanied by stronger inflation and a
small widening in the current balance of payments deficit. Although domestic demand
grew by 5 per cent, roughly in line with the forecast, real GDP rose by about 6 per
cent, considerably more than expected. Most of the difference between the forecast
and outturn was attributable to an exceptionally strong increase of 19 per cent in the
volume of exports which occurred partly because of special factors2. Accordingly, the
current external deficit narrowed slightly. The rise in consumer prices in 1978 was
much the same as in 1977, but less than was forecast. An excellent harvest resulting in
a 6V2 per cent rise in agricultural production (the largest increase since 1970) produced
an unusually favourable movement in seasonal food prices which, together with
stricter price controls and the freezing of administered prices, exerted a marked
dampening effect on price rises in the second half of the year. After the effects of the
special factors petered out at around the turn of the year, the current external position
deteriorated considerably and price rises accelerated sharply, indicating underlying
trends broadly in line with the forecast in the Survey.

In 1978, contrary to the pattern in the three preceding years, private consump¬
tion was the fastest growing domestic demand component. The growth of both
government consumption and fixed investment slowed down markedly to almost half
the longer-run trend rate up to the 1974 oil crisis. Despite a small deceleration in the
rate of growth as had been expected private residential investment (almost half
of total private investment) continued to rise strongly in 1978 (16 per cent). Except for
investment in transport equipment, other private investment fell considerably, pulling
down the rate of growth of total private investment to AVi per cent, about one-third of
that in 1977. The unusually strong increase of 43 per cent in public corporations in¬
vestment more than offset the continuing decline in general government investment, to
give a significant rise in total public sector investment for the first time since 1972.

Although output growth has decelerated since 1974, there has been a fast in¬
crease in non-agricultural employment, both in industry and in services, which has
been made possible by a sharp fall in productivity growth. The recorded unemploy¬
ment rate has remained at a fairly low level of about 2Vi per cent. While there is still
under-employment, especially in agriculture and in some services, overall labour
market conditions are tight. Social factors, considerable pay distortions, the marked
seasonal employment patterns due to agriculture and also influenced partly by the sub¬
stantial expansion of tourism and the sizeable rise in incomes in rural areas over the
last few years, have tended to discourage mobility of labour, so that labour shortages
have appeared in certain professions and skills. Reflecting this, there has been im¬
migration from the Middle Eastern countries.

Demand and output

Total personal income increased by 19'/2 per cent in 1978 which is slightly faster
than in 1977. Although higher social security contributions were levied to fund a rising

1 OECD Economic Survey of Greece, July 1978.
2 In late spring, the authorities began to export substantial quantities of olive oil, olives and wheat

out of their stocks. Because of the disturbances in international oil markets, oil exports surged in volume
and value towards the end of 1978. Moreover, there was a strong rise (34 per cent) in net tourist earnings.
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level of pensions, this was mostly offset by a slowdown in other direct tax payments
and the growth of nominal personal disposable income was much the same as in 1977.
Income tax receipts decelerated markedly from 36 per cent on average in 1976 and
1977 to 24'/2 per cent in 1978, reflecting partly weaker fiscal drag due to substantial
income tax reliefs provided in the 1978 budget and the slower rate of growth of
declared incomes from property and entrepreneurship where tax pressure on declared
income is higher than average. To some extent tax evasion may also have contributed.
Real household disposable income rose at almost the same rate as in 1977 (5 per cent)
and with practically no change in the saving rate3, private consumption grew at about
5 per cent, much the same rate as in the previous three years.

The composition of private consumption was considerably influenced by the in¬
troduction in mid- 1978 of external signs of wealth (including motor cars, boats and
yachts) as a criterion for assessing taxable income; the annual rate of increase of con¬
sumers' demand for personal transport equipment slowed down markedly from about
67 per cent on average between 1974 and 1977 to 15 per cent in 1978. The rate of in¬
crease of demand for private motor cars fell from 53 per cent to HVi per cent between
the same periods. Associated with the housebuilding boom since 1977, sales of fur¬
niture and furnishings were buoyant. The volume of retail sales and car registrations

Table 1 Expenditure and output

1978 Percentage volume changes
Bill

Dr. Average
From previous year

current

prices
1963-73' 1974

0.2

1975

6.5

1976

4.8

1977

5.0

1978"

Private consumption 759.4 7.0 5.1

Government consumption 186.2 6.2 12.1 11.9 5.1 6.5 2.9

Gross fixed investment 269.6 10.2 -25.6 0.2 6.8 8.6 5.2

Final domestic demand 1 215.2 7.6 -5.0 6.0 5.2 5.9 4.8

Plus: Change in stockbuilding1 20.8 0.1 -1.1 -0.5 -0.4 -0.8 .

Total domestic demand 1 236.0 7.7 -5.8 3.5 4.6 4.9 4.7

Exports 193.6 12.2 -5.3 9.8 15.6 2.3 19.1

Imports 279.7 11.2 -16.8 6.4 6.2 7.9 6.8

Plus: Change in foreign balance3 -86.1 -0.1 3.3 0.9 -1.3 1.4

Plus: Error of estimate1 0.1 -0.7 0.3 0.3 -0.5 -0.2

GDP at market prices 1 149.9 7.7 -3.6 6.1 6.2 3.5 6.3

Net factor income from abroad 32.4 10.4 -10.0 -13.0 15.4 19.6 -5.1

GNP at market prices 1 182.3 7.8 -3.8 5.6 6.4 3.8 5.9

Agriculture 173.6 2.6 4.8 5.7 -1.3 -6.9 6.5

Industry 311.6 11.8 -11.1 5.8 9.3 4.7 6.6

of which:
Manufacturing 191.2 11.7 -2.8 5.5 10.0 1.5 6.5

Construction 90.3 8.4 -31.2 5.4 6.2 11.8 7.2

Other 30.1 12.9 -5.6 8.1 11.8 9.9 6.5

Services 520.3 7.3 2.4 4.5 6.1 4.9 5.2

Public administration 95.7 5.3 10.1 3.3 5.2 5.4 4.3

Other 424.6 8.0 1.2 4.7 6.2 4.8 5.3

GDP at factor cost 1 005.4 7.4 -1.8 5.1 5.9 3.0 5.8

1 Trend growth rates.
2 Preliminary estimates.
3 Percentage point contribution to GDP growth rate.
Sources: National Accounts of Greece and direct communication lo the OECD.

3 Savings of households also includes a statistical discrepancy.
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suggest that the rise in consumers' expenditure was particularly strong in the first half
of 1978, with the rate of growth slowing down in the second half, after the introduction
of the measures. In the early months of 1979 consumer demand seems to have risen

moderately. The growth of government consumption fell from 53A per cent on average
in 1976 and 1977 to less than 3 per cent in 1978. This was largely due to a decline in
demand for goods compared with a substantial rise in the two previous years.

The deceleration in the growth of total fixed investment from 8V2 per cent in 1977
to 5Vi per cent in 1978 was due to weaker private investment, public sector investment
turning up strongly in 1978. Largely because of government policy which aimed at
stemming the marked upward trend of public expenditure, public sector investment
had steadily declined by about one-fourth between 1972 and 1977 with a particularly
big fall (just over 50 per cent) in public corporations investment. Policy was reversed
in 1978 and the resultant surge (43 per cent) in public corporations investment was
widespread, raising the level of investment in 1978 to about one-third below the 1972

peak. General government investment, however, continued to decline bringing the
cumulative fall to one-fourth since the peak for 1972.

After two years of rapid growth, especially in trade, investment in services (ex¬
cluding transport and communications) declined a little in 1978. With the aim of
supporting a fast growth in domestic demand, the authorities strongly encouraged
housebuilding in 1977 and 1978, making residential investment over these two years
the most expansionary element of private investment; in 1978, the rise of residential in¬
vestment accounted for over 90 per cent of the increase in total investment. Credits for
housing rose by about one-fourth on average in both 1977 and 1978, almost twice as
fast as in the previous two years. Allowing for a deceleration in 1978 in the rate of in¬
crease of capital inflows for real estate purchases from Greeks living abroad, which

Table 2 Investment

1978 Percentage volume changes
current

prices
Bill.
Dr.

Average
1963-

1973

From previous year

1974 1975 1976 1977 1978

Total 269.6 10.2 -25.6 0.2 6.8 8.6 5.2

By type of purchaser
Public 60.8 9.8 -20.1 -6.0 2.0 -10.2 7.7

General government 37.7 6.8 -24.6 16.6 2.5 -6.7 -7.4
Public corporations 23.1 14.1 -14.1 -32.6 0.8 -17.3 42.9

Private 208.8 11.3 -27.7 2.9 8.7 15.5 4.5

By type of asset
Dwellings and other buildings 128.7 11.0 -36.6 8.5 8.2 16.6 10.9

Other construction and works 45.8 8.2 -26.2 6.2 0.4 -1.5 -1.5

Transport equipment 34.1 17.8 -27.5 -5.0 32.6 21.9 12.2

Other equipment 61.0 14.0 -4.6 -11.8 1.0 -2.2 -4.2

By sector
Agriculture, fisheries, etc. 21.9 6.7 -27.6 11.5 -1.1 8.8 -14.8

Mining and quarrying 4.7 18.2 -26.3 14.2 11.3 -17.5 2.3

Manufacturing 38.5 13.3 3.2 -11.9 1.2 -5.6 0.1

Electricity, gas, etc. 18.3 14.8 -6.4 -26.2 -0.3 -5.2 13.8

Dwellings 91.8 11.7 -48.1 29.0 7.0 20.7 15.7

Transportation and communication 50.7 12.1 -26.4 -7.2 12.8 8.1 6.8

Other services 43.7 9.5 -15.4 -3.8 14.1 13.2 -2.7

Sources: National Accounts of Greece and direct communication to the OECD.
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may represent as much as one-fifth to one-fourth of total residential investment4, de¬
mand for new housing and apartments from residents in Greece continued to rise
markedly (almost one-fourth up on 1977). The strong demand for housing is also an
important reason behind the maintenance of the personal saving ratio at the record
level reached in 1977. Housing starts in the second half of 1978 may have been
speeded up to forestall the introduction of more severe building laws concerning hous¬
ing standards. This affected building activity in urban areas, notably in the Athens
area, where about 41 per cent of total residential investment was concentrated in 1978,
some 5 percentage points more than in the previous few years. In addition to ex¬
acerbating further regional disparities, the residential boom in the Athens area caused
disproportionately big rises in housing prices and strengthened speculative forces
which, in turn, reinforced overall inflationary pressures.

The decline in manufacturing investment at an average annual rate of about 5Vi
per cent between 1974 and 1977 was arrested in 1978, when investment was stabilised
at the depressed 1977 level. However, the improvement was due to a small number of
major plants in the public sector which offset a 6'/2 per cent fall in private sector
manufacturing investment5. The development of private investment was sufficient to
increase the capital stock a little6, but the increases, as in 1977, were concentrated in
traditional branches textiles, clothing and footwear and cement in which the
potential for substantial further expansion except for cement7 is less great than
previously8. New private investment initiatives in more sophisticated manufacturing
sectors were limited, probably reflecting structural difficulties9 (reinforced by the slow
growth of world trade) of Greek industry in expanding new sectors which are more
consistent with its level of overall development and where, over the longer run, Greece
could have a comparative advantage.

The development of manufacturing investment since 1973 in relation to
manufacturing output suggests that the substantial margin of excess capacity existing
over much of this period has not been fully absorbed despite the decline in the growth
of investment. From 1974 to 1978, manufacturing production rose at an average an¬
nual rate of nearly 6 per cent. As would be expected, these trends contrast strikingly
with those in the earlier period when there may have been a tendency to increase
capacity ahead of demand. Indeed, between the early 1950s and early 1970s, the rate

4 Inflows of capital from abroad for real estate purchases from Greeks living abroad is the equiva¬
lent of about 18-/2 per cent of the value of residential investment in current prices. Allowing for some
land purchases and also the complementary bank credit to which Greeks living abroad who import
capital for residential investment are entitled, demand from Greeks living abroad may roughly be between
20 per cent and 26 per cent of total residential investment in recent years.

5 The 1978 level of private manufacturing investment was almost one-fourth lower than the 1974
peak level.

6 The Secretariat has made rough net capital stock estimates in manufacturing on the basis of
gross fixed investment data since 1948 and on a net capital stock estimate for 1948 of Dr. 13;/2 billion at
1970 prices. The original value of gross investments is deemed to reduce gradually over their service lives.
Two assumptions have been made: first, the average life of an asset is 16 years and secondly. 24 years,
which gives a consumption of 6 per cent per year of the original gross fixed investment and of 4 per cent
per year respectively. Because of the large margin of error included in this kind of estimate, the derived
net capital stock figures show only the rough order of magnitude (see Diagram 7 in Part III).

7 Partly due to the proximity to buoyant Middle Eastern markets and to the need to expand in¬
frastructure in Greece, there is still substantial scope for increasing cement production and exports.

8 The emergence of newly-industrialised countries with cheap labour with a considerable potential
for textiles, clothing and footwear, and the gradual adoption by Greece of the EEC common external
tariff should adversely affect these branches and their rate of expansion will in future probably be con¬
siderably smaller than up to the mid-1970s.

9 There is a very large proportion of small and medium-sized firms in Greek industry which, com¬
bined with the shortage of efficient management, makes difficult the extension into new branches. In addi¬
tion, there are bureaucratic obstacles and other limitations which hamper entrepreneurial initiatives in

sophisticated large-scale industries. Skilled labour is also in short supply.
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of growth of manufacturing investment was somewhat higher than that of manufactur¬
ing production10. Buoyant domestic demand, some big industrial projects processing
Greek raw materials, fast-growing export markets and enhanced export prospects due
to the association agreement with the EEC, easy availability of finance and relatively
cheap capital are important factors behind the sustained high rate of growth of
manufacturing investment over this period11. Also, due to low rates of increase in
wages and salaries between 1968 and 1973, profit margins seem to have risen con¬
siderably, which partly explains continuing rapid investment growth over this period
despite the creation of substantial excess capacity in most branches. However, the
worldwide recession after 1973 affected significantly manufacturing industry and, due

10 Average annual rates of growth (percentage changes):

1950-53 1960-63 1968 1973 1974

to to to to to

1960-63 1970-73 1973 1978 1978

Manufacturing investment 9n \l'n \4Vt 4'/4
Manufacturing production 8 II 13V4 4 5yA

1 1 In the 1960s, substantial investments were made by foreign companies in aluminium, refineries,
chemicals and steel. In addition, Greek shipping interests abroad established a number of shipyards.
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to the excess capacity, combined with a fast recovery in wages and salaries, profit
margins were considerably reduced in many branches over the last five years12. In
addition, weak world-trade prospects and uncertainty regarding Greece's entry into
the EEC13 may have contributed to the sluggishness of manufacturing investment dis¬
cussed above.

The rise in final domestic demand in 1978 was slower than in the two previous
years. This was partly offset by a smaller negative contribution of stockbuilding to the
growth of GDP, with the result that total domestic demand grew at roughly the same
rate as in 1976 and 1977. Because of the pick-up in agricultural production, it appears
that there was a substantial increase in agricultural stocks, whereas non-agricultural
stocks may have increased at a somewhat slower rate than in 1977. Because of the
sharp rise in exports the contribution of the real foreign balance to GDP growth turn¬
ed round from negative in 1977 to positive in 1978, which, together with the change
in stockbuilding, accounted for the acceleration in the rate of growth of GDP at
market prices from Vh per cent in 1977 to 6Vi per cent last year. However, partly
reflecting sluggish shipping conditions, net factor income from abroad declined in real
terms by 5 per cent (compared with an average rise of some MVi per cent in the two
previous years), lowering the growth of GNP to a little less than 6 per cent, some 2
percentage points higher than in 1977. There was also a substantial deterioration in
the terms of trade of 5 per cent (compared with a 5 per cent improvement in 1977)
which lowered the growth of real national disposable income14 by about V* percentage
points to almost 5 per cent, somewhat faster than in 1977.

The turnaround in agricultural production from a decline in 1977 to an increase
in 1978 accounted for nearly two-thirds of the acceleration in the growth of output
(GDP at factor cost) from 3 per cent in 1977 to 53/4 per cent in 197813. There was also
a marked acceleration in the rate of growth of industrial production and the growth of
services gathered pace but less so. The faster rate of growth of industrial production
was due to an upturn in manufacturing and electricity production, while there was a
slowdown in the growth of construction and mining production declined a little.
Manufacturing production was adversely affected by a long strike in basic metals and
a temporary closure of a papermill in 1977 and the return to normal conditions in
these two sectors explains about one-half of the improvement in manufacturing
production from a growth rate of Yh per cent in 1977 to &h per cent in 197816.
Reflecting strong demand, the rise in non-metallic minerals, mainly cement, was also
faster than average. In fact, whereas in almost all manufacturing branches there is ex¬
cess capacity, cement production hit capacity ceilings in 1978; due to a rapid increase
in external demand, cement production increased at an annual rate of nearly 1 5 per
cent between 1974 and 1977. Despite strong demand, the increase in cement output
was only 8% per cent in 1978. Owing to a strong rise in domestic demand and in ex¬
ports, textile production, which had fallen in 1977, increased by just over 6 per cent in
1978.

1 2 According to the Confederation of Greek Industries, the average profit rate (after depreciation)
fell from about 15 per cent in the period 1972 to 1974 to 6 per cent between 1975 and 1977. The rate was
5 per cent in 1977.

13 There was uncertainty, especially regarding the timing of entry and conditions, including the
length of the transitional period.

14 Real national disposable income is national income adjusted for terms of trade changes. This
measures the changes in absorptive capacity and indicates the appropriate rate of total domestic demand
which is consistent with an unchanged balance of payments position.

15 About 0.3 percentage points of the 6% per cent growth of GDP at market prices in 1978 were
due to a rate of growth of net indirect taxes about one-half times faster than GDP at factor cost (8.9 per
cent and 5.9 per cent respectively).

16 The growth of manufacturing production in 1978 was less than two-thirds of the longer-term
trend rate prior to 1974.
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Labour market conditions

Despite the slower growth of output and a higher rate of increase in the non-
agricultural labour force since 1974, labour market conditions have improved con¬
siderably since the 1974-75 recession. The change from net emigration up to 1974 to
net immigration since then has been partly offset by the considerable decline from
some 70 000 around 1970 to some 40 000 at present in the number of people leaving
agriculture every year. The fall is fully accounted for by the considerable contraction
of the total agricultural labour force from about 1 300 000 in 1970 to some 850 000 in
1978 17 (about 27Vi per cent of total labour force)18. Nevertheless, the annual reduc¬
tion in the agricultural labour force is the equivalent of about 2 per cent of the total
non-agricultural labour force which, combined with net immigration and the slow
natural increase of the population of working age, makes for an increase in the total
non-agricultural labour force of about 3 per cent, annual rate, after 197419, compared
with just over 2 per cent between the early 1960s and the early 1970s.

Concurrent with the acceleration in the rate of growth of the total non-
agricultural labour force, the rate of increase in non-agricultural output decelerated
from an average annual rate of about IV* per cent between the early 1960s and early
1970s to some 5Vi per cent after 1974. Nevertheless, employment increased con¬
siderably and recorded unemployment gradually fell substantially from the 1975
cyclical peak to some 2!/2 per cent of total employees by 1978. The counterpart of the

19JS 100
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1 Enterprises with at least 10 employees.
2 The break in April 1976 was due to a change in legislation.

Sources: National Statistical Service. Monthly Bulletin.

1978 1979

1 7 However, the rate of people leaving agricultural employment has tended to increase from about
4-/2 per cent, annual rate, between 1961 and 1971 to almost 5Vi per cent since then.

18 This figure is based on a study made by the National Statistical Service of Greece (NSSG) with
the cooperation of the Ministry of Agriculture, which study shows somewhat different results from the
one made in May 1977 by the Agricultural Bank. (See: OECD Economic Survey of Greece, July 1978,
Annex II, page 55.) The divergencies in the results are mainly due to somewhat different definitions
applied by the NSSG.

19 Because of the sizeable share of self-employed and family members in the total non-agricultural
labour force and also because many farmers or members of their families have seasonal or occasional
jobs outside agricultural employment, the margin of error of Greek employment statistics may be
relatively high.
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improvement in employment trends was a marked decline in productivity growth in
non-agricultural sectors from an average annual rate of 43/4 per cent in the ten years to
1971-74 to a little less than 3 per cent on average since 1975.

All sectors incurred weaker productivity growth. The small shift of output in
favour of the labour-intensive service sector since 1974 accounts for a very small part
of the total slowdown. After the completion of some major capital-intensive
manufacturing projects in the early 1970s, labour-intensive sectors such as textiles,
clothing and footwear, food and handicrafts had an above-average expansion,
especially after the 1974 recession. Productivity growth in manufacturing fell to about
2 per cent, annual rate, between 1974 and 1978, compared with a longer-term rate of
6Vi per cent up to 1974. This decline is also partly due to official policy and
regulations which discourage lay-offs and overtime work and which, combined with
the substantial increase in overtime pay, have favoured the extension to two shifts in¬
stead of one. Consumer demand was also biased in favour of the labour-intensive

service sectors20, a trend which was reinforced by the substantial expansion of
tourism.

In response to the fast rate of growth of demand and output, employment grew at
about 2xh per cent in 1978, much slower than in the previous three years. However, in
contrast to experience between 1975 and 1977, the number of self-employed (which
accounts for about one-third of total non-agricultural labour force) increased in 1978
much faster than total employees. The expansion of tourism and growing demand for
services may partly explain this faster rise. Manufacturing employment decelerated
from 4'A per cent in 1977 to 3 per cent in 1978. It seems that there may have been
some labour hoarding in 1977 which allowed a recovery in output growth in 1978
without much increase in employment, thus giving rise to a sharp increase to 4V* per
cent in the rate of growth in productivity in manufacturing, which nevertheless was
still considerably below the longer-run trend rate of 6V2 per cent from 1961-64 to
1971-74. Unemployment remained broadly unchanged at about 2!/2 per cent of total
employees in 1978 as a whole. However, towards the end of the year, labour market
conditions appear to have eased a little with unfilled vacancies falling by about one-
fifth between December 1977 and December 1978. In addition, unemployment among
young people, which is relatively higher than for other age groups and which is not
fully recorded in the unemployment statistics, had also apparently risen a little further
towards the end of 1978.

Prices and incomes

In 1978 as a whole, retail prices increased by 12!/2 per cent much the same as
in 1977 but the pattern was uneven in the course of the year, the annual rate
accelerating as a result of domestic pressures to about 13% per cent during the first
half of the year. Thereafter, there was a slowdown to just less than 10 per cent during
the second half. The improved performance after mid-year was partly attributable to a
favourable movement in fruit and vegetable prices and partly to counter-inflation mea¬
sures taken in June. Some of the measures were of a general character (cuts in govern¬
ment expenditure, notably investment expenditure, a ceiling on the number of civil
servants, action against tax evasion, etc.) but the most important were directly concer¬
ned with prices and included the freezing of rents and administered prices (electricity,
telephones and transport) up to the end of 1978 and measures to control prices more
strictly, particularly food prices. As noted earlier, with the phasing out of some of the
measures and the ending of other special factors, the rise in prices accelerated sharply

20 Expenditure on recreation and entertainment grew at an annual rate of SVt per cent between
1974 and 1978, compared with 2-/2 per cent, annual rate, during the four preceding years.
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in the early months of 1979. In the five months to May 1979, the increase was almost
1 1 per cent, roughly double that during the same period in 1978.

Partly because of government policy encouraging fast growth in farmers' in¬
comes and despite a sizeable increase in food production, the rise in food prices in
1978 was again faster than for total retail prices. Similarly, because of strong demand
and the sharp increase in tourism, prices of private services rose faster than total retail
prices and more than in the previous two years. Though the authorities placed under
control the prices of clothing and footwear, their price rose by 22 per cent in 1978,
which is about two and one half times faster than in 1977, and despite the freezing of
rents during the second half of 1978 the rate of increase in 197821 on a yearly basis
was probably considerably above that for total retail prices. The rapid increase in
rents was induced by a lagged response to the substantial rise in the price of new hou¬
ses and apartments, which appears to have been over a quarter both in 1976 and in
197722. Influenced by the June measures and by the slower rise in basic pay for con¬
struction workers, a small deceleration in the price rise for new houses and apartments
probably took place in 197823, while the freezing of administered prices during the se¬
cond half of the year resulted in the rise in prices of telecommunications and transport
services in 1978 as a whole being almost half that for total retail prices.

The faster productivity growth in non-agricultural sectors in 1978, led to a
somewhat smaller contribution of labour costs to the consumer price rise than in
1977. The contribution of non-wage costs in the non-farm sector was also less than in
1977, and the smallest since 1973. The rise in profits and in income from property and
entrepreneurship, especially the part accruing the government, slowed down. There
was also a small decrease in the contribution of net indirect taxes.

The rise in import prices was substantially faster than in 1977, with the result
that it more than doubled its contribution to the consumer price rise in 1978, com¬
pared with 1977. However, despite this acceleration, the rise in import prices, as in the
previous two years, was considerably slower than the rise in domestic costs, thus ex¬
erting an overall moderating influence on inflation. Moreover, allowing for regular and
seasonal movements, the rise in import prices up to the third quarter of 1978 was
modest (less than 7 per cent year-on-year on average) and it was only in the fourth
quarter that the rise accelerated strongly to about 20 per cent, year-on-year, thus pull¬
ing the rise for the year as a whole up to 1 1 per cent. Accordingly, the real impact of
import prices on the consumer price rise in 1978 as a whole may be smaller than the
estimates of the contributions of the individual sources of inflation shown in Table 4

which, because of lack of data, does not fully take account of the lags involved in pass¬
ing on to consumer prices the changes in import prices. Inversely, the contribu¬
tion of domestic sources to inflation last year may have been stronger than indicated in

Table 424.	
21 There are no official series on rents. The national accounts implicit price deflators for rent and

water charges and for the ownership of dwellings could be used as an indicator for the direction of change
and also to show the rough orders of magnitude. The implicit price deflator of these two items rose by
about 16-/2 per cent in 1978 as a whole, compared with 1 Wt per cent in 1977 and about 9 per cent in
1976 and 1975 on average.

22 Building costs of private housing rose by almost 20 per cent annual rate in 1976 and 1977.
while land prices (for which no records exist) especially in big cities, appear to have risen even faster. In
addition, the housing boom induced a proportionately faster rise in profits from housebuilding which is
probably not fully reflected in the implicit price deflator of residential investment.

23 The rise in the deflator for private residential investment decelerated from 20 per cent in 1 977
to 15-/2 per cent in 1978. However, when account is taken of land prices and profits from housing, the rise
in the price of new houses and apartments may not be markedly different from that in 1977.

24 An analysis of the intersectoral contributions of costs to price formation in Greece by the
Department of Economic Research (Messrs. N. Garganos and P. Monferalos). Bank of Greece.
February 1979, gives a detailed breakdown of the weights in 1970 of the individual factors contributing to
inflation.
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Table 3 Prices, wages and salaries

Percentage changes

From previous year During 12 months up to:

1974 1975 1976 1977 1978"
Dec.

1977

Dec.

1978

Mar.
1979

May
1979

1 Prices

Retail prices
Total 26.9 13.4 13.3 12.2 12.5 12.8 11.5 16.1 16.7

of which:
Food 27.7 11.8 13.9 14.0 14.2 15.8 9.2 16.2 15.3

Housing 27.4 11.7 11.0 11.8 11.4 13.5 8.3 11.2 15.3

Durables 26.7 6.7 10.6 10.1 8.5 9.5 9.3 12.3 11.8

Wholesale prices
Total 31.3 8.3 14.0 13.7 10.3 10.7 11.6 17.2 18.0

Final products for
home consumption,
total 32.5 9.2 13.4 12.7 11.1 11.8 11.1 16.6 17.3

Domestic 34.1 8.4 12.9 12.9 10.5 11.4 10.4 16.5 17.4

Primary 22.7 8.9 18.9 14.1 12.5 11.4 11.6 23.6 18.9

Industrial 38.7 8.0 10.8 12.5 9.7 11.5 10.0 13.2 16.8

Foreign 28.0 11.6 15.0 12.1 12.9 12.6 12.9 17.0 16.9

Exports (primary
and industrial) 24.2 3.0 18.3 19.9 5.4 4.5 15.1 20.8 22.6

Import prices
Total 45.2 19.0 11.5 4.9 11.0 -17.2 18.5

Total excluding oil 33.3 18.0 10.0 5.6 8.7 -9.7 20.0

of which: Food 29.2 15.2 5.8 13.1 -2.4 -16.8 2.5

Effective exchange rate -0.1 -9.5 -7.1 -3.8 -10.0 -2.5 -12.2 -6.7 -5.9

2 Wages and salaries

Manufacturing1
Salaries 23 20 J 23 193 19 191' 183" 161'

Hourly wages 261 243 283 203 23 1 27s 311" 221'

Weekly wages 27 3 21J 27 i 183

Total economy
Minimum wage rates 10 22 18 16 23 15«

Wage and salary bill' 213 23 271 233 231

Average earnings4 (213) (21) (23) (19) (21)

General government
Average pay5 30 20è 22* 18 26

1 Provisional; partly based on incomplete information for 1978 and ] >artly on OECD estimates.

2 Plants with ten workers or more.

3 National accounts basis (excluding agriculture) and including othei labour costs.

4 Rough estimates for non-agricultural sector, excluding earnings from abroad.

5 Budget expenditure on wa: ;es and salaries and other pay divided by the number of people working

in the public service (including teachers, etc.) and military personnel.
6 Quarterly data.
Sources: Budgets; National Accounts of Greece, 1970-1977, Statistical Yearbook; OECD, Main Economic

Indicators, direct information to the OECD and OECD estimates.

The rise in the index of wholesale prices slowed down from 13% per cent in 1977
to 10^4 per cent in 1978, largely reflecting a markedly slower increase in export prices
from 20 per cent in 1977 to SV2 per cent in 1978. It appears that in order to boost ex¬
ports of tobacco, drinks, edible oils and textiles, which had experienced a substantial
decline in volume terms in 1977, export profit margins of these products were reduced;
in the case of edible oil export prices were reduced by as much as 28V2 per cent. The
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Table 4 Contribution to consumer price increases

Percentage change from previous year

Wage costs* (non-agricultural sectors)
Non-wage costs' (non-agricultural sectors)
Agricultural costs*
Net indirect taxes*

Import prices5
Residual'

Consumers' expenditure deflator'

1975 1976 1977 1978

4.5 4.4 4.2 4.0

3.4 2.6 4.8 2.2

0.7 3.7 1.9 2.2

3.4 1.7 1.9 1.7

2.5 1.5 0.6 1.4

-2.2 -1.1 -1.3 0.8

12.3 12.8 12.1 12.3

1 Domestic wages and salaries per unit of non-agricultural output.
Income from property and entrepreneurship accruing to households per unit of non-agricultural

Implicit national accounts deflator of gross domestic product at factor cost in agriculture.
Per unit of non-agricultural output.
Goods only.
The varying importance of the residual item may reflect in part variations in the weights. Positive

and negative values over a number of years should cancel out.
7 Implicit national accounts deflator of consumers* expenditure.
Sources: National Accounts of Greece and OECD estimates.

output.
3

4

5

6

rise of wholesale prices of domestically-produced industrial goods also decelerated
moderately; the recovery in productivity may have contributed to this but continuing
excess capacity may also have played a role. The rise in the wholesale price index also
showed a slowdown between the two halves of the year, but this was less marked than
for retail prices.

Despite large fluctuations in the annual rise of overall basic pay rates and the im¬
portant differences in the annual level of pay settlements among sectors, professional
categories and skills, there has been a remarkably stable rate of increase in average
earnings of a little over 20 per cent, annual rate, since 1973. However, in 1978 as in
previous years, there were considerable differences in sectoral pay rises. Largely
reflecting the introduction of a unified pay structure25 in the civil service, government
employees received the biggest average pay rises (26 per cent), followed by
manufacturing workers (23 per cent). The rise in average pay in retail trade (22 per
cent) was also above average. The continuing consumption boom and the upturn in
manufacturing production in 1978 appear to have considerably strengthened
wagedrift in the two latter sectors. In most other services the increase was below

average and, due to government policy aimed at narrowing pay differentials, the
average pay rise of bank employees (14 per cent) was for the second year running
lower than the average rise in the economy as a whole. For the same reasons, con¬
struction workers' average pay rise was relatively small. In total, the increase of
almost 21 per cent in average pay was substantially higher than the rise in the con¬
sumer deflator resulting in an increase of about VA per cent in real earnings, compared
with 6 per cent in 1977.

The turnaround from a 7 per cent decline in 1977 to a 6V2 per cent increase in
agricultural production combined with a slightly stronger rise in agricultural farm gate
prices, led to a sharp acceleration in agricultural incomes from 4 per cent in 1977 to 22
per cent in 1978. In 1978, as in the previous four years, the increase in government
transfers to households continued to be substantially higher than other personal in¬
come. Between 1968 and 1973, pensions and other government transfers to house¬
holds rose considerably slower than other personal income with the result that their

25 A new unified pay structure was introduced in 1978 by consolidating into the basic rate extra
pay (premium, committee fees, etc.) and by changing the grade structure.
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Table 5 Household incomes1

1978

Dr. billion

Percentage changes

1975 1976 1977 1978

Agricultural income 165.6 10.0 22.6 3.9 22.0

Wages and salaries 435.0 23.2 26.7 23.5 22.7

of which: From domestic sources 426.1 23.0 27.4 23.7 23.2

Income from property and entrepreneurship 337.5 18.7 15.2 19.3 12.7

Current transfers from government 104.0 24.0 28.2 29.0 31.2

Current transfers from abroad 35.8 22.8 17.0 16.2 6.1

Total income 1 077.9 19.2 21.7 18.9 19.4

less: Direct taxes 136.4 13.6 27.6 29.6 30.3

of which: Social Security contributions 96.4 24.4 28.5 27.4 30.9

Disposable income 941.6 19.9 21.0 17.6 18.0

Consumers expenditure 759.3 19.5 18.2 17.7 18.0

Memorandum items:

Saving rate2 17.5 19.4 19.3 19.4

Real household income 6.8 7.3 4.9 5.1

1 Including non-profit institutions.
2 Including statistical discrepancy and savings of corporations.
Sources: Greek National Accounts and direct communication to the OECD.

relative level had fallen considerably. Since 1974, there has been an effort to adjust
their level and the marked rise in government transfers in 1978 largely reflects a sub¬
stantial increase in pension levels, especially minimum pension rates. Despite buoyant
domestic demand, official statistics indicate a substantial slowdown in income from

property and entrepreneurship in 1978 which may partly reflect measures to control
certain trading profits and a somewhat slower rise in residential and other building in¬
vestment which is an important source of profits and self-employment income in
Greece26. Current transfers from abroad also rose modestly in 1978 probably because
of a continuing small decline in the number of Greek workers in the EEC and sluggish
world shipping conditions.

Balance ofpayments

The balance of payments position improved in 1978. The current external deficit,
after being steady at about 5 per cent of GDP in the three years to 1977, fell to almost
4 per cent in 1978. And in contrast to the trend in the two previous years, the rise in
the value of merchandise exports exceeded that of merchandise imports, resulting in a
considerably smaller increase in the trade deficit than in 1977. Favourable movements
in trade volumes more than offset the adverse effect of the large swing in the terms of
trade (an improvement of nearly 5 per cent in 1977, followed by a deterioration of 5
per cent in 1978). In addition, a strong rise in net invisible receipts exceeded the rise in
the trade deficit. Autonomous capital inflows and foreign exchange deposits by
Greeks living abroad financed most of the" current deficit, with the result that the
account on official settlements was in approximate balance, as had been the case in
1977. Borrowing by the authorities was largely used to increase reserves. The effective
rate of the Drachma fell by about \2V* per cent through the year (10 per cent year-on-
year), considerably more than the annual falls of 33/4 per cent on average in 1976 and
1977.	

26 The sharp deceleration in the rate of growth of income from property and entrepreneurship bet¬
ween 1977 and 1978 is, however, surprising in view of the buoyancy of domestic demand and in
particular of the acceleration in non-agricultural output. There may have been some under-recording
partly associated with tax evasion last year.
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The volume of merchandise exports (on a customs basis) recovered sharply from
a VA per cent decline in 1977 to a 15'/2 per cent rise in 1978. Exports of agricultural
products (40 per cent of total exports) which had fallen by over 6 per cent in 1977,
rose by \5Vi per cent (in volume) in 1978, largely reflecting a small decline in the price
of agricultural products and the authorities' decision to run down their stocks and ex¬
port olive oil and cereals. There was also a strong acceleration in the volume of ex¬
ports of semi-processed and manufactured products27 from VA per cent in 1977 to 11
per cent in 1978, nearly double the rate of growth of export markets. The acceleration
also reflected an 8 per cent decline in foreign currency export prices for industrial
goods28 and the end of a long strike in the ferro-nickel industry, whose exports in
volume rose by almost one-half in 1978 after falling by about one-fourth in 1977. This
swing alone contributed almost VA percentage points to the acceleration in 1978. Of
the other important industrial categories, textiles also experienced a fast growth in

27 S.I.T.C. 5 to 8.

28 Composed of a 10 per cent effective depreciation of the Drachma and ]v2 per cent rise in the
price of industrial goods in Drachmae.
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volume (about 20 per cent) compared with near stagnation between 1976 and 1977,
while exports of chemicals and of transport equipment and machinery fell. About 9
percentage points of the overall rise in non-agricultural exports29 was attributable to a
substantial increase in shipments of petroleum products, particularly in the fourth
quarter of the year30.

Reflecting the deceleration in the growth of final domestic demand, and the anti-
inflationary measures taken in June 1978, the rate of growth of the volume of
merchandise imports (customs basis) slowed down from 6Vi per cent in 1977 to 5 per
cent in 1978. Largely because of a substantial rise in meat imports allowed by the
Government in order to curb the rise in meat prices and because of a shortfall in
domestic production of milk, butter and cheese, imports of food and drinks rose by
almost one-fifth in 1978 (the 1977 increase was 2'/i per cent). In response to the con¬
tinuing consumer boom, the rise in the volume of imports of goods under S.I.T.C. 8

mainly " luxury " consumer goods was a substantial 1 6 per cent. Following a
moderate decline, import volumes of raw materials31 increased very little (1 V* per cent)
in 1978. The relatively weak trend in raw material imports in 1977 and 1978 may be
partly due to the slow growth in industrial production in 1977 and may also reflect
some destocking last year. Similarly, after the June measures, private car imports
decelerated sharply, bringing the 1978 year-on-year increase to 12 per cent in dollar
terms, compared with 70 per cent in 1977, which suggests very little rise if at all in real
terms, between 1977 and 1978. As would be expected given the stagnation in
manufacturing investment, imports of capital goods seem to have declined a little last
year.

Net invisible receipts rose by almost 18 per cent last year, but of the three main
invisible items tourism, shipping and emigrants' remittances only tourism
showed any buoyancy. In fact, net tourist receipts rose by 35 per cent and accounted
for nearly two-thirds of the $470 million increase in net invisibles. The rise was due to
an increase in the number of tourists of about 14 per cent (which was roughly the
same as in other Northern Mediterranean countries) and a jump in per tourist expen¬
diture of about 18 per cent, the latter partly reflecting the decline in the value of the
dollar vis-à-vis the currencies of most European countries.

Following rapid growth (23 per cent) in 1977, recorded net shipping receipts rose
very little (23/4 per cent) last year. In addition to sluggish world shipping conditions,
the yearly rises in net shipping receipts are influenced by the timing of the pay
settlements which partly explains the sharp rebound in 1977 and the subsequent
slowdown. There may also be a recording problem, as an increasing part of the expen¬
diture by shipping companies in Greece is made by sending to Greece convertible
drachmas, which are recorded as monetary capital inflows. But even allowing for this,
the rise in net shipping receipts was still less than 4 per cent in 1978. Emigrant
remittances increased very little (6 per cent) and when account is taken of the fact that
many of these are denominated in Deutschemarks which appreciated vis-à-vis the Un¬
ited States dollar by some 13Vi per cent in 1978, there was an actual decline in the
value of remittances in terms of the Deutschemark32 and other European currencies.

29 S.I.T.C. 3, 5, 6, 7, 8.

30 Exports of petroleum products (million tons):

1977 4th Quarter 1977 1978 4th Quarter 1978

1.1 0.2 2.6 1.3

31 S.I.T.C. 2.

32 The bulk of emigrants' remittances from Europe are sent in Deutschemarks by Greeks living in
Germany.
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Table 6 Balance of payments

$ million

1974 1975 1976 1977 1978

1 803 2 030 2 228 2 522 2 999

4715 5 072 5 561 6 425 7 341

-2912 -3 042 -3 333 -3 903 -4 342

1 679 1 977 2 246 2 621 3 089

2 407 2 746 3 033 3 498 4 128

448 644 824 981 1 326

867 845 914 1 127 1 177

674 782 803 925 985

418 475 492 465 640

728 769 787 877 1038

-1 233 -1 065 -1 087 -1 282 -1253

425 511 545 634 706

137 113 175 233 283

233 299 295 363 410

38 78 10 -38 -43

41 -42 -4 18 38

56 7 -26 -15 54

-711 -589 -581 -646 -455

87 151 -6 46 -28

65 -225 -129 -97 -269

186 277 598 679 729

e 182 267 485 592 681

-373 -386 -108 -18 -22

43 186 67 -42 -33

245 225 -19 184 145

-27 -30 53 13 20

113 -7 6 -141 -109

-1 12 1 3 -1

Exports, fob
Imports, cif

Trade balance (cif/fob)

Services and transfers, net
Credits

Travel

Shipping
Migrants' remittances
Other

Debits

Current balance

Private long-term capital
of which: Entrepreneurial

Real estate

Suppliers' credits
Public entities, long-term
Official, long-term

Basic balance

Short-term suppliers' credits
Errors and omissions

Private monetary institutions
of which: Deposits in foreign exchange
Balance on official settlements

Use of IMF credits

Central Bank borrowing
Change in clearing and barter accounts
Change in official reserves
( = increase in assets)

Use of SDR's ( = increase)

Sources: Bank of Greece, Monthly Statistical Bulletin and direct communication to the OECD.

Indeed, there was a small decline in remittances received directly in foreign exchange
from abroad and the total increase was due to the withdrawal in Drachma from the

deposits in foreign exchange that Greeks living abroad have with Greek banks. The
decline in emigrant remittances sent directly from abroad was the first since about the
mid-1950s33.

For the second year running, capital inflow was considerable. Capital inflows for
real estate purchases mainly on account of Greeks living abroad increased
markedly less than in the three years to 1977, but they remained the most important
category of private long-term capital inflow. There was a further (but somewhat
slower than in 1977) increase in gross entrepreneurial capital inflow, but because out¬
flows on servicing were smaller than in 1977, the net inflow was still substantial. An
important feature since 1975 is that entrepreneurial gross capital inflows under the
Law 2687/53 which gives special privileges and guarantees to foreign investors, have
been declining in value, whereas the rest of entrepreneurial capital, including borrow¬
ing, which does not benefit from these same advantages, has been increasing rapidly.

33 In 1967 and 1974 there were declines due to the 1967 coup d'Etat and the Cyprus crisis
respectively.
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Moreover, after allowing for repayments under Law 2687/53, there has been a net
capital outflow since 1975 under this Law. The increase in private net capital inflows
and somewhat greater long-term public sector borrowing (excluding Bank of Greece
borrowing) contributed by approximately the same amounts to the substantial decline
of almost $200 million in the basic balance of payments deficit, to some $450 million
in 1978, the lowest since 1973.

Due to the appreciable increase in the first half of the 1970s, foreign exchange
deposits in Greek banks by Greeks living abroad have become an important source of
financing the balance of payments deficit. About $60 million foreign exchange
deposits were made in 1970. By 1978, net deposits reached $390 million covering one
half of the deficit (balance on official settlements less these deposits and public sector
borrowing) of$795 million. However, in the last couple of years, the rate of increase in
gross deposits has declined reaching 24 per cent in 1978, compared with 36 per cent
over the previous two years. Simultaneously, the rate of increase in withdrawals,
notably in foreign exchange, has increased substantially.

It seems likely that part of the foreign exchange dollar deposits represented short-
term hot money, attracted by the high interest rate differential in favour of deposits
with Greek banks. The narrowing of these differentials may have caused some
withdrawals. This, combined with a continuation of the slow rate of inflow and the
high rate of outflow, may render this source of finance less stable in the future and, in
any case, its relative importance in financing the current deficit, though remaining sub¬
stantial, is expected to decline. As in 1977, the Bank of Greece borrowed a net$Vi bil¬
lion last year, which permitted a second repayment to the IMF of $33 million and a
$100 million increase in official reserves to $1% billion at the end of 1978, when

reserves represented just over two months of merchandise imports.

n ECONOMIC POLICIES

Expansionary demand management in the three years to mid- 1978 accompanied
by substantial pay increases resulted in a continuing strong expansion of final
domestic demand, with the inflation rate remaining comparatively high and
accelerating in the first half of 1978. In response to these developments the policy
stance was modified in June last year. Restrictive monetary and fiscal measures were
introduced while some prices were temporarily frozen. The move towards less expan¬
sionary policies was continued in the 1979 budget presented to Parliament in late
1978. And following the surge in inflation and the widening in the current external
deficit in the first months of 1979, additional action was taken in order to restrain the
growth of domestic demand and to reduce the budget deficit which has been an impor¬
tant influence on the strong inflationary pressures in recent years. Price controls were
also strengthened and, in order to alleviate the impact of external price rises on
domestic inflation, exchange rate policy, which had earlier been directed towards
maintaining competitiveness, was shifted to keeping stable the effective rate as of
November 197834.

1978 and 1979 have also seen the beginning of a systematic approach to the ser¬
ious problem of tax evasion33. Other long-term policies were also announced, aimed at

34 The effective depreciation of the Drachma was 13;'2 per cent during the previous twelve
months.

35 See OECD Economic Survey of Greece, 1977, page 24.
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reducing gradually the substantial deficits of public enterprises, and of the
"agricultural products and government supplies" accounts36 as well as the phasing
out of certain agricultural subsidies. The budgetary accounts of the public sector were
consolidated for the first time, thus enabling the authorities to monitor better overall
public expenditure and estimate the economic impact of the public sector.

Monetary policy

Over the last four years monetary policy has been faced with the difficult task of
reconciling the Government's objective of reducing the rate of inflation with the need
to finance the substantial government deficits, while continuing to provide sufficient
credit to support private sector activity. At the biginning of each year targets for
currency in circulation, M 1 (money supply narrowly defined) and bank credit consis¬
tent with the projected GDP growth rate and the target rate of inflation fixed by the
Government, are set for the year as a whole. As a rule, however, realised monetary

Table 7 Monetary indicators

Change during period, billion drachmae

1973 1974 1975 1976 1978 '

Factors affecting money supply

Private sector

Public sector borrowing3
(From domestic banks)
Central government
Public entities

Public corporations
Foreign sector (excl. public borrowing)
Unspecified

Money supply narrowly defined, Ml3
Quasi-money (M3* Ml)
Total money supply, M3

Memorandum items:

(percentage changes)
Ml

M3

(end of period, billion drachmae)
Monetary sector's net foreign assets
Deposits in foreign exchange

17.0 10.2 -3.7 14.0 13.0 8.0

22.5 24.6 38.2 40.0 51.6 68.2

(19.2) (15.7) (17.0) (35.3) (54.5) (54.6)
20.0 26.0 36.1 40.2 59.3 69.3

-3.2 -7.0 -3.8 -8.1 -13.5 -10.8

5.8 5.7 5.9 8.0 5.7 9.7

-8.5 -16.5 -26.6 -30.0 -28.8 -46.2

-13.9 9.5 7.1 -8.8 11.6

17.1 18.3 17.4 31.1 27.0 41.6

19.3 33.8 61.7 70.8 81.6 110.5

31.4 52.1 79.1 101.9 108.6 152.1

22.5 19.7 15.6 24.1 16.9 22.2

14.6 21.1 26.4 27.0 22.6 25.9

15.2

20.8

5.4

26.4

-0.5 -24.7

40.0 63.1

-46.1 -76.2

85.6 111.8

Velocity of circulation (GDP/M3)
Commercial banks liquidity ratio"

1.86

12.4

1.86

16.9

1.75

13.1

1.69

14.7

1.63

8.4

1.55

9.1'

1 Provisional; excluding the Dr. 70 billion loan 'to'fhe ' State by the Bank of Greece for the settlement
of the cumulative deficit of the "agricultural products and government supplies" account.

2 Including foreign borrowing.
3 Ml includes notes and coins outside the banking system and sight deposits.
4 M3, the broader definition of money supply, includes savings deposits and private and public time

deposits with commercial banks and special credit institutions.
5 Ratio of cash deposits with the Bank of Greece, treasury bills and foreign exchange assets minus

compulsory deposits with the Bank of Greece and compulsory holdings of treasury bills, over total drachma
deposits.

6 November 1978.

Sources: Bank of Greece, Monthly Statistical Bulletin and direct communication to the OECD.

36 A number of accounts are included under this heading which reflect government support mai¬
nly for agricultural prices and incomes resulting from the difference between buying and selling prices.
The deficit has been mainly covered by the Bank of Greece.
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growth has exceeded the targets and hence monetary policy has in general facilitated
the maintenance of a high inflation rate. In particular, the provision of ample credit to
finance housing37 and domestic trade activities has reinforced speculative pressures
and exacerbated inflationary strains in these sectors which eventually feed through to
the rest of the economy.

After taking account of some exceptional factors38 which led to a temporary up¬
surge in monetary aggregates in December 1978, the growth in 1978 of both currency
in circulation and bank credit to the private sector was again higher (by about one-
fourth) than the targets. The rate of growth of Ml was 22V* per cent during 197839;
excluding the special factors in December, the rise may be almost 21 per cent, nearly 4
percentage points higher than during 1977. The acceleration of the growth ofM3 was
smaller, from 22'/2 per cent in 1977 to 26 per cent in 1978 (excluding the December
temporary acceleration), but again considerably higher than the growth of nominal
GNP (183/4 per cent) indicating continuing strong monetary stimulation of underlying
inflationary trends.

The main expansionary factor behind the growth of M 1 was again public sector
borrowing, particularly central government. Moreover, due to the reduced surplus of
public entities (mainly social insurance funds) and to the rise in the deficit of public
enterprises40, the rest of the public sector did not exert a contractionary impact as was
the case in 1976 and 1977. The contribution of the private sector to money creation

Diagram 4 Monetary Aggregates
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Sources: Bank of Greece. Monthly Statistical Bulletin and OECD estimates.

37 According to official sources a small part of bank credit to industry was also used to purchase
real estate.

38 In December 1978, both the growth of bank credit and money supply accelerated sharply.
However, the growth decelerated in the first few months of 1979 to about the trend rate up to November
1978. The acceleration was probably due to an increase in company borrowing towards the end of the
year to forestall any credit restrictions which it was feared might be imposed early in 1979.

39 The increase in currency in circulation was 21Vi per cent during 1978 compared with a target
rate of growth of 16-'2 per cent.

40 The increase in the public enterprises deficit reflects the freezing of administered prices and the
upturn in investment.
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(Ml) declined further in 1978 to about half that in 1977, the reduction reflecting the
continuing high rate of household savings, in particular the upturn in private sector
deposits in the second half year, the lower level of company investment and the smaller
increase in housing investment. The foreign sector exerted a somewhat stronger
negative contribution41 in 1978 as a whole than in 1977.

Partly influenced by the worsening inflationary situation, the rate of increase of
private sector deposits slowed down substantially around the end of 1977 and into the
first half of 1978. Nevertheless, domestic credit expansion again accelerated during the
first half of 1978 in response to pressure to meet the growing public sector need for
funds and the strong private sector demand for credit (which was also influenced by
the worsening inflationary outlook42). With the commercial banks' liquidity ratio at
the end of 1977 almost 40 per cent below the average of the four previous years, com¬
mercial banks had insufficient funds to satisfy the sizeable increase in demand for
credit and a major part of this was financed by the Bank of Greece43. All these
developments suggested that without a correction of policy the growth of monetary
aggregates would continue to be excessive carrying the risk of further exacerbating
domestic inflation.

Accordingly, monetary policy was tightened in June 1978. For the first time
since the adoption of a more flexible system for monetary management (mainly based
on reserve requirements) in the mid-1970s, the June 1978 measures relied heavily on
officially-controlled interest rates for the implementation of the monetary objectives.
Most deposit and lending rates rose by 1 to 3 percentage points, the largest rise in the
last twenty years44. In the past when the key instrument for monetary management
was credit controls, interest rate changes were fairly small and infrequent. Particularly
important was the rise in two successive steps from \4lA per cent at the end of May to
20 per cent by July 20 197843 in the penalty rate applied to commercial banks' debit
position on their current account with the Bank of Greece. These accounts were an
important source of finance for credit expansion in the previous twelve months and the
14'/2 per cent penalty rate applied up to the end of May was insufficient to dissuade
banks from resorting to Bank of Greece funds.

The authorities also decided to free the interbank interest rate previously fixed
administratively at 3 per cent in order to encourage the development of an interbank
credit market. The effect of these measures was fairly rapid. Private sector deposits
with commercial banks turned up strongly in July and August, leading to a marked
rise in total deposits and also, influenced by the fiscal measures, demand for credit by
the private sector moderated in the second half-year46. These trends led to a con¬
siderable improvement in commercial banks' liquidity position and permitted repay¬
ment of a substantial part of the overdrafts with the Bank of Greece.

41 Table 7 shows negative contributions of the foreign sector of Dr. 28.8 billion in 1977 and Dr.
46.2 in 1978. The increase is partly an accounting difference arising from the sizeable fall of the Drachma
rate of exchange vis-à-vis the Deutschemark, in which currency a major part of the increase in foreign
liabilities is denominated. In fact, excluding this accounting factor, the contractionary effect of the foreign
sector was about Dr. 36.0 billion in 1978.

42 In times of accelerating inflation, Greek households tend to increase their purchase of durables,
private motor cars and real estate by drawing on their savings and increasing borrowing.

43 The commercial banks overdrew their current account with the Bank of Greece.

44 Lending rates applied to export credits remained unchanged at 9 per cent, interest rates on
long-term loans to manufacturing rose by 1 percentage point to 1 \'n per cent: similarly, the increase in in¬
terest rates on agricultural loans was small. On the contrary, interest rates on loans to domestic and im¬
port trade rose by 3 percentage points to 17 per cent.

45 As from July 20 a 14 per cent penalty rate is applied to overdrafts up to 1 per thousand of total
deposits rising to 20 per cent penalty rate for bigger overdrafts.

46 Private sector deposits rose considerably less during the first half of 1978 compared with the
same period in 1977 and almost one-half faster during the second half of 1978 than during the second half
of 1977. while credit expansion to the private sector decelerated markedly during the second half of 1978.
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Diagram 5 Interest Rates
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Total bank credit expansion in 1978 was exactly the same as in 1977 (23.8 per
cent), a somewhat slower rise to the private sector47 than in 1977 being offset by a
strong acceleration of credit to the public sector. The extension of bank credit to trade
decelerated markedly, influenced by the sharp increase in interest rates by 3
percentage points to 17 per cent in June 1978; it was largely concentrated in the se¬
cond half of 1978 and broadly in line with the slowdown in the rise of consumer de¬
mand. Reflecting the decline in real investment the rise in credit to manufacturing was
lower than in 1977. Credit for housing, however, rose (253/4 per cent) a little faster
than in 1977.

47 Bank credit expansion to the private sector decelerated even more than shown in Table 8. Ex¬
ceptional loans were given to farmers whose crops were destroyed by bad weather; also, outstanding
credit denominated in foreign currency reflecting the depreciation of the drachma rose considerably in
1978. Allowing for these two factors, domestic credit expansion to the private sector was 22.8 per cent in
1978.
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Table 8 Domestic credit expansion

Bank credit

Private sector

Agriculture
Manufacturing and mining

short-term

long-term
Trade

of which: Domestic trade
Housing
Tourism

Other

Government purchasing agencies
and public entities2

Public enterprises
Total

Total monetary system's claims on:
Private sector3

Central government, net
General government, net
Public enterprises, net
Public sector, net

Out¬

standing
end 1978

billion

drachmae

Percentage changes during 12 months up to

Dec. Dec. Dec. Dec. Dec. Dec.
1973 1974 1975 1976 1977 19781

592 18.0 20.0 24.5 25.3 25.4 24.4
117 27.8 32.0 24.2 20.4 35.5 29.8
269 16.3 23.5 30.9 24.8 25.4 25.7
189 11.9 25.0 34.9 27.4 26.5 25.6
80 25.6 20.4 23.0 18.0 23.0 26.2

66 20.0 9.4 27.2 34.3 31.4 20.1

49 4.8 15.3 29.6 37.9 34.3 23.3

68 15.9 4.0 11.8 17.4 24.1 25.8
33 28.5 25.2 13.9 13.4 13.9 17.4

39 1.5 18.4 37.6 33.7 17.5 12.2

34 16.0 14.5 12.7 19.8 16.7 18.2

53 39.3 29.2 22.5 26.1 13.3 21.7

679 19.4 20.4 23.6 25.0 23.9 23.8

592 18.3 21.2 24.5 25.9 25.4 24.4

259 31.7 27.9 23.4 38.3 33.8 28.0

177 32.6 26.7 26.7 42.4 34.3 32.4

54 35.3 20.7 23.1 13.6 19.8 17.0

231 33.5 24.7 25.5 33.2 30.3 28.5

1 Provisional data; excluding the Dr. 70 billion loan lo the State by the Bank of Greece for the settlement
of the cumulative deficit of the "agricultural products and government supplies" account.

2 Including Bank of Greece finance for government purchasing agencies.
3 Loans to private sector and holdings of private sector's securities by total monetary system.
Sources: Bank of Greece, Monthly Statistical Bulletin and direct communication to the OECD.

The upturn in private sector deposits in the second half of 1978 led the
authorities in February 1979 to lower by Vi percentage point the interest rates on
drachma and interest rates on Deutschemark deposits were also reduced, while lending
rates remained unchanged4*. In order to reduce liquidity, the commercial banks'
obligatory deposits with the Bank of Greece and investment in government paper were
raised from 37 per cent of their total stock of deposits to 38 per cent in January 1979
and to 39 per cent in March. In addition, with the aim of limiting the inflationary con¬
sequences stemming from the rapid rise in the monetary aggregates, the authorities
fixed fairly restrictive targets for the growth of currency in circulation and for total
credit to the private sector of 16 per cent and 18 per cent respectively during 1979.
These targets are substantially lower than the realised growth rates in 1978 (2\V* per
cent and 24'/2 per cent respectively) but consistent with the original government ob¬
jectives of reducing inflation to 10 per cent during 1979 and GDP growth of about 5
per cent. Additionally, the maturity term on commercial paper was shortened and the
authorities announced that credit expansion for housing, notably for residential con¬
struction in the Athens area, would be reduced in 19794'. At the end of May, lending
rates were further raised by about 1 percentage point, but except for interest rates

48 Only interest rates for export credit were lowered, by 2-n percentage points to 7 per cent, in
January 1979.

49 However, there are no indications on the measures the authorities intend to apply to achieve a
reduction in mortgage lending.
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applied to credits for commerce and to industry for operational funds, the level of the
other rates remains lower than the rate of inflation, thus entailing negative real interest
rates for most categories of loans.

Fiscal policy

Budgetary policy as noted earlier was modified in the course of the year to
take account of the need to combat inflationary pressures as well as the expenditures
arising from the earthquakes in Salonica in the early summer. In June the authorities
announced cuts in government investment and current expenditure ofDr. 5 billion and
Dr. 2Vi billion respectively. In addition, an extraordinary tax was imposed which was
expected to yield some Dr. V/a billion on persons and on companies. Fuel taxes were
raised by Dr. 1 Va billion. Despite these additional taxes, however, revenue in 1978 as a
whole was a little less than had been budgeted. The shortfall was partly concentrated
on real estate taxes and seems to have occurred largely because of tax evasion. In
addition, reflecting the inclusion of the value of private motor cars in assessing taxable
income as from June 1978, there was a substantial slowdown in private car
registrations in the second half of the year50 leading to a shortfall in road taxes. But as
there was a small decline in ordinary expenditure, the ordinary budget was balanced as
had been originally planned and as a result of the June measures investment expen¬
diture was also less than had been originally budgeted.

The deficit of the " agricultural products and government supplies account"
declined a little as the increased receipts from petroleum products sold in previous
years more than offset the large increase in expenditure particularly on cereals
resulting from the substantial rise in agricultural production. The total budget deficit
rose marginally in 1978, but fell as a per cent of GDP by lVi percentage points to 6
per cent. There was a significant rise in foreign borrowing while recourse to domestic
credit, and especially for Bank of Greece funds, was less than in 1977.

The 1979 Budget, prepared late in 1978, provided for a substantially faster rise in
both ordinary and investment revenues and expenditures than in 1978 and 1977. A
marked increase in direct taxes was planned for 1979; in particular, personal income
tax is expected to increase by about 56 per cent, which is twice as high as the average
rate of increase of the last three years51. The fight against tax evasion is expected to
yield some Dr. 10 billion, a large part of which will come from households. With
nominal incomes continuing to rise rapidly, and without offsetting increases in tax
allowances and in tax thresholds, fiscal drag due to inflation is expected to rise con¬
siderably and alone may account for about two-thirds to one-half of the budgeted in¬
crease in personal income tax revenues. Indirect tax receipts are also expected to rise
markedly faster than in 1978 partly as a result of the estimated further substantial in¬
crease in nominal demand and output and also because of the expected reduction in
tax evasion. Total ordinary revenues are estimated to increase by some 28 per cent
compared with 19 per cent in 1978.

Ordinary expenditure (excluding debt repayments) were budgeted to rise
somewhat faster than revenues. Though slower than in 1978, the increase (24 per cent)
in wages, salaries and pensions, because of thé second final phase of the introduction
of the unified pay system in the civil service, will still be substantial in 1979. Also, the
Government decided to gradually phase out the " agricultural products and govern¬
ment supply account" notably the consumer goods account and incorporate the

50 Car registrations in the first half of 1978 were about 30 per cent up on the corresponding per¬
iod in 1977 and in the second half of 1978 almost 7 per cent up on the second half of 1977.

51 Preliminary estimates suggest that the increase in personal income tax receipts may be less
than was expected at the time the Budget was presented.



Table 9 Ordinary budget

Administrative basis, billion drachmae

Ordinary budget

Revenue1

Direct taxes

Income and profits
of which: On personal income

Property
Other

Indirect taxes

Customs duties

Consumption levies
Other

Non-tax revenue

Expenditure

Wages, salaries and pensions
Other consumption
Subsidies to agriculture and grants
Transfers to social security schemes
Other expenditure

Balance (excl. debt repayment)
Debt repayment

Total balance

1 According to the new revenue items classification.
2 Including reserve fund of Dr. 12.6 billions.

3 Including Dr. 9) billion transferred from the agricultural products and government supplies account to the ordinary budget expenditure.
4 In total.

Sources: Budget and direct communication to the OECD.

1976 1977

1978

provi¬
sional

data

1979

Budget

Percentage change from previous year

1973
forecast 1976 1977 1978 1979

137.2 173.8 209.0 248.3 319.0 26.7 20.3 18.8 28.5

29.2 47.3 48.0 60.9 85.0 62.0 1.5 26.9 39.6
19.6 24.4 33.2 39.7 59.7 24.5 36.1 19.6 50.4

14.0 17.6 24.9 30.4 47.5 25.7 41.5 22.1 56.3

2.1 2.9 3.8 4.7 5.9 38.1 31.0 23.7 25.5

7.5 20.0 11.0 16.5 19.4 166.7 -45.0 50.0 17.6

91.6 113.8 140.5 167.6 210.9 24.2 23.5 19.3 25.8

20.6 27.3 35.3 42.7 52.1 32.5 29.3 21.0 22.0
38.1 44.0 53.6 64.9 81.9 15.5 21.8 21.1 26.2
32.9 42.5 51.6 60.0 76.9 29.2 21.4 16.5 28.2

16.4 12.7 20.5 19.8 23.1 -22.6 61.4 -3.4 16.7

132.1 165.7 201.0 239.7 314.5 25.4 21.3 19.3 31.2
56.2 68.6 84.3 107.6 133.0 22.1 22.9 27.6 23.6
29.6 35.8 55.4 52.3 75.31 20.9 54.7 -5.6 44.0

17.3 25.0 26.0 29.7 52.21 44.5 4.0 14.2 75.8
8.4 10.6 12.3 15.6 14.9 26.2 16.0 26.8 -4.5

20.6 25.7 23.0 34.5 39.1 24.8 -10.5 50.0 13.3

5.1 8.1 8.0 8.6 4.5

5.1 5.6 8.0 8.6 2.5'

2.5 2.0

8
t»i
8
a

I

Co
c
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deficit into the ordinary budget. Earlier, these deficits were fully financed by the Bank
of Greece52 but for the first time some part (Dr. 9lA billion) of the consumer goods
account deficit will be paid out of the ordinary budget and correspondingly there will
be less need for Bank of Greece finance. The Dr. 9Vi billion accounts for almost one-

sixth of the increase in total ordinary expenditure which, together with a transfer of
certain agricultural subsidies of about Dr. 4 billion from the investment budget to the
ordinary budget53, accounts for a little over one-half of the increase in ordinary expen¬
diture for subsidies to agriculture and grants. Allowing for a net transfer of expen¬
diture of Dr. 2 billion from the ordinary to the investment budget the ordinary budget
is again estimated to be in balance as in the previous two years. Nevertheless, invest¬
ment was budgeted to increase at about twice the 1978 rate and for the first time since

1975 roughly at the same rate as current expenditure.
With the smaller total deficit in the " agricultural products and government

supplies account" and the transfer of part of the deficit to the ordinary budget, direct
monetary financing on this account by the Bank of Greece should be substantially
reduced. Of the overall deficit, Bank of Greece financing was expected to fall to 1 13/4
per cent this year compared with 28 per cent in 1978 and 36 per cent in 1977. The
share of the deficit planned to be financed by foreign loans was 20 per cent, 3
percentage points higher than last year, while a substantial 3 1 per cent rise in sales of
Treasury bills is expected54.

Further counter-inflationary measures were taken in February 1979. Substantial
cuts of about Dr. 8 billion were announced in investment expenditure for 1979 to
bring the growth of total investment expenditure to around 16 per cent compared with
3 1 per cent in the Budget55, and the Government announced that ordinary expenditure
will also be somewhat lower than originally budgeted. However, because of the higher
rate of inflation than had been assumed in the Budget it may be difficult to reduce or¬
dinary expenditure to any significant extent and if the Dr. 8 billion cuts in investment
expenditure are realised, the overall deficit will fall to about Dr. 65 billion in 1979,
some Dr. 5 billion less than in 1978 and from 6 per cent of GDP in 1978 to a little
over 5 per cent in 1979. The overall effect of the reduction in the deficit on demand

and output is not, however, expected to be large as the components having the
strongest impact on activity are likely to continue rising considerably faster than total
expenditure. Overall, fiscal policy posture will continue to be expansionary in 1979
though somewhat less than in the previous three years.

In recent years, public corporations either had small operating surpluses or in¬
curred operating deficits (1 per cent of GDP in 1978) which have become an impor¬
tant disincentive to investment. Investment by the public corporations has fallen from
4lA per cent of GDP on average in the period 1971-1974 to 2% per cent between 1975
and 1978. The authorities aimed in the 1979 Budget to begin eliminating operating
deficits and increase the share of self-financed investment; for the first time the con¬
solidated financial situation of public corporations was reported and the phasing out of

52 The outstanding debt with the Bank of Greece was Dr. 70 billion at the end of 1977 or 6 per
cent of GDP. In June 1978 the Bank of Greece gave a twenty-year loan with three years grace period of
Dr. 70 billion to the Government to cover its deficit from the agricultural products and government
supplies account. The interest rate was fixed at 2 per cent and the servicing of the debt will be paid by or¬
dinary expenditure.

53 In total, due to new classification in 1979, some Dr. 7.5 billion of debt servicing costs was
transferred from the ordinary budget to the investment budget. However, some Dr. 4 billion of
agricultural subsidies and Dr. 1 .7 billion of other expenditure was transferred from the investment budget
to the ordinary budget, resulting in net transfers in favour of the ordinary budget of Dr. 2 billion.

54 This reflects the increase in obligatory commercial bank investment in Treasury bills by almost
2 percentage points to 32 per cent in 1979.

55 A 16 per cent rise in nominal investment expenditures will probably entail a decline in real
terms.



Table 10 Budget deficit and financing
Billion drachmae

Investment budget

Revenue

Expenditure
Deficit

Ordinary and investment budget deficit

Financing
Domestic loans

Foreign loans
Foreign transfers

Agricultural products and government supplies deficit

Total deficit

Financing
Domestic loans

Treasury bills
Bank of Greece loans

Financing by the Bank of Greece
Foreign loans
Foreign transfers

Memorandum item:

Total deficit, per cent of GDP at market prices

1975 1976 1977 1978

1979

Budget
forecast

Percentage change from previous year

1976 1977 1978 1979

1.1 0.8 1.0 1.2 1.5 -27.3 25.0 20.0 25.0

32.5 40.2 45.0 51.7 67.8 23.7 11.9 14.9 31.1

31.4 39.4 44.0 50.5 66.3 25.5 11.7 14.8 31.3

32.2 37.6 44.6 50.5 64.3 16.8 18.6 13.2 27.3

16.0 35.8 39.3 36.0 47.3 123.8 9.8 -8.4 31.4

15.4 1.0 4.6 14.5 17.0 -93.5 360.0 215.2 17.2
O
t»i

8
hi

0.8 0.8 0.7 -12.5 -100.0

11.5 22.0 25.3 19.8 8.6 91.3 15.0 -21.7 -56.6

43.7 59.6 69.9 70.3 72.9 36.4 17.3 0.6 3.7
8
3
O

22.6 52.3 56.1 47.7 55.1 131.4 7.3 -15.0 15.5
3

16.0 33.3 39.3 36.0 47.3 108.1 18.0 -8.4 31.4 to

	 2.5 3
11.5 22.0 25.3 19.8 8.6 91.3 15.0 -21.7 -56.6 S
15.4 1.0 4.6 14.5 17.0 -93.5 360.0 215.2 17.2

0.8 0.8 0.7 -12.5 - 100.0

6-J 7i 7i 5Î

Sources: Budget, direct communication to the OECD and OECD estimates.
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certain government subsidies was announced together with a gradual adjustment of
prices in 1979. However, together with the other restrictive fiscal and monetary mea¬
sures of February 1979, the authorities announced sizeable cuts in public enterprises
investment plans, with the exception of investment by the Public Power Corporation.

Price and income policies

The Government's anti-inflationary policy places considerable emphasis on the
moderation of labour cost increases, and it was announced in June 1978 some
seven months before the discussions for the next pay round were to begin that wage
and salary increases in 1979 should be substantially below those of 1978. The social
partners failed to reach agreement on pay rises and the case was referred to the Court
of Arbitration which, on 8th February this year, granted an increase of 15 per cent
(compared with about 20 per cent in 1978) in minimum wage rates from the beginning
of 1979 instead of the usual two-step increase (one early in the year and the other
towards the middle of the year) in previous years. Similarly, the increase in average
pay of less than 10 per cent of most categories of public sector (excluding the civil
service) employees was fixed considerably below that in 1978. However, reflecting the
second phase of the unified pay system introduced in 1978, civil servants seem likely
to receive an average increase of over 20 per cent in 1979 which, even though higher
than the increase in other sectors, is some 5 percentage points down from 1978.

Following the surge in the rate of inflation in January 1979, the authorities
passed a law at the end of February, reinforcing the price control system. Whereas up
to early 1979, about one-fourth of all goods and services were under price control, it
was decided in February to extend controls to all goods and services. Moreover, all
prices which had risen in the course ofJanuary without justification had to be brought
back to their end-December 1978 level. The price control system was modified to in¬
clude the introduction of a pre-notification period of four months before price rises.
Applications for price increases have to be submitted to the Ministry of Commerce,
which grants permission for price rises after assessing the rise in input costs. Wages
and salary increases of more than 10 per cent are not allowed to be passed on to
prices. The Minister of Commerce has the power to fix the level of prices and the
trading profit margins and heavy fines have been announced for companies or persons
breaking the four-month rule and/or raising prices more than permitted.

With the aim of preventing a surge in rents after the end of the freeze (December
1978) the authorities, early in January, fixed the allowable rise in rents at 8 per cent in
197956. The lack of competition and high profit margins in certain activities have also
contributed in maintaining a high rate of inflation. Accordingly, early in the year the
authorities announced that they will take measures to encourage competition and also
to reduce the large number of intermediaries who tend to make substantial profits in
certain activities, and thus inflate costs. At the beginning of April 1979, a small relaxa¬
tion of the rules was announced, allowing 10 per cent price increases without prior
notification, which was deemed by the authorities to reflect the rise in allowable costs.
However, this decision was subsequently partly modified by a number of decrees; in
mid-May a limit of 25 per cent on gross profit margins was imposed for both domestic
goods and imports.

Energy policy

Greece is heavily dependent on imported energy. Total oil requirements, which
are imported, accounted for about 70 per cent of all energy demand and represent

56 For leases contracted in 1977 or earlier years. For leases agreed in 1978 rent increases will be
examined at the end of 1979.
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nearly 18 per cent of the value of total imports. Indigenous resources are relatively
small, being mainly confined to lignite and hydropower. Prior to the recent large rises
in oil prices and the tightening of oil supplies, the authorities had energy policy under
constant review. It was recognised that the Greek economy requires a considerable in¬
crease in energy consumption over the medium term, but at the same time the rising
costs of fuel necessitated restraint in energy consumption. The energy programme
enunciated in 1977 called for a reduction in the ratio of energy consumption to GDP
over time and the minimisation of the total social cost of energy. The basic tools of im¬
plementing the broad policy objectives are through a co-ordinated conservation
programme, development of industrial investment, an integrated price system, utilisa¬
tion of domestic energy sources, diversification of supply sources, rational production
of electricity and the development of a new oil policy.

Complementing the 1977 programme a number of measures have been taken to
further encourage energy conservation and the substitution of other forms of energy
for oil. In September 1978 Parliament passed a taxation bill which permitted the
deduction of expenditures on domestic solar water heaters from taxable income. A
standard thermal insulation code for all new buildings has been approved by the
Ministry of Public Works. The National Energy Council and the Public Power
Corporation have begun a conservation information programme directed at the
residential and commercial sectors. A number of other measures are presently under
way including an energy research and development programme. These measures are
essentially of a medium-term nature and, in response to the oil price increases and
tight supplies in the recent period, Greece has commenced an oil reduction programme
based on price increases and demand reduction through regulations and rationing.
Between January and April 1979 petroleum product prices have been increased, gas¬
oline by 18 per cent, diesel oil by 17 per cent and heavy fuel oil by 23 per cent.
Voluntary and mandatory measures to reduce the demand for energy, particularly oil,
include parking restrictions, a maximum speed limit of 100 kilometres per hour,
restrictions on weekend use of private motor véhicules, limits on commercial neon
lighting and the installation of thermostatic controls in large heating systems, the
maximum temperature setting being 18°C. Early in July additional measures were in¬
troduced: most oil prices were raised by about 10% and diesel oil by some 50%; the
special tax on cars was doubled, stricter energy saving measures were imposed on
heating of buildings, energy consumed in industries was to be lowered and working
hours were modified to ease circulation problems. Also, plans are being prepared to
ration the supply of heating oil and to introduce a gasoline rationing system.

Some medium-term fiscal issues

Increasing concern in recent years about the effects of high budget deficits has
focused attention on the question of tax evasion in a number of OECD countries. In
Greece, tax evasion would seem to be on a considerable scale and since mid-1978 ser¬

ious efforts have been launched to try and combat it. No official estimates of the size
of the problem exist but the Government considers the Dr. 10 billion extra tax receipts
they expect in 1979 due to measures against evasion to be only part of what can be
recovered by gradually building up a more efficient tax control and collection
system57.

57 The Government is proceeding with a significant re-organisation of the tax department and tax
control methods. The introduction of a central file (made possible by the establishment of a computerised
control system) is planned.
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Action in Greece to reduce tax evasion is related to the objectives of reducing in¬

come inequalities and curbing partly speculative intermediary and other service
activities which have proliferated since the early 1960s and in which tax evasion is
largely concentrated. As a result, profit rates in these sectors appear to be fairly high
leading to an increasing diversion of resources away from productive ends, and
particularly from the manufacturing sector. The reduction of tax evasion also con¬
cerns the need to increase tax revenues so as to lower the budget deficit from the high
levels of recent years and thus improve the budgetary position. Partly reflecting tax
evasion, tax revenues have been rising comparatively slowly over a long period which
has led to a marked deterioration of the central government saving position from a
surplus of 2 per cent of GDP58 in the early 1960s, to a deficit of l3/4 per cent of GDP
over the last three years despite the fact that in the early 1960s there was still sub¬
stantial unemployment, whereas at present the economy is near full employment level.
The slow rise in tax revenues coupled with the desire to avoid a greater deterioration in
the budgetary position appears to have had an important influence on public expen¬
diture, notably entailing investment cuts.

Table 11 General Government expenditure

Percentage of GDP, average 1975-1977

Total Final Transfers
.xn.«Hi, consump- and
expenditure tjon * subsidies

Greece

OECD Europe'
OECD total2

34J
45è

423

17i
184

183

111
\9\
163

Investment

3i
4

4

Elasticities with

respect to GDP

Current

expenditure «
Total

1.10

1.24

1.21

1.23

1.47

1.44

1 In the mid-1970s, excluding housing.
2 Unweighted average, excluding Greece, Portugal and Turkey.
Sources: Public Expenditure Trends, OECD, June 1978, and OECD estimates.

The elasticity of public expenditure with respect to GDP was about 1. 1 in Greece
between the early 1960s and mid-1970s, compared with 1.25 for OECD Europe. The
difference is largely related to public welfare expenditure and less to public investment,
two areas of some concern in Greece. The increase in the share of GDP of public
welfare expenditure on education, income maintenance and health was considerably
slower than for the OECD Europe average, despite the fairly small original share in
GDP of this type of expenditure. As regards government fixed investment, its share in
GDP has consistently been smaller in Greece than in OECD Europe (3Vi per cent and
just over 4 per cent respectively) between the early 1960s and the mid-1970s. In the
last few years, as a result of a decline in the Greek share to almost 3 Va per cent, the
gap further widened to almost three-quarters of 1 percentage point. However, the gap
is significantly greater, considering that the other OECD European countries had
appreciably larger capital stock than Greece, which, as a developing country, had and
still has a narrow capital base and therefore requires a markedly higher investment
ratio to satisfy the need for infrastructure and other state investment, especially when
growth was associated with fast-increasing urbanisation59. In fact, infrastructure in¬
vestment and investment in other fields usually provided by government (education,

58 On a national accounts basis.

59 Urban population was some 43'/4 per cent of the total in 1961 and almost 60 per cent in 1978.
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health, etc.) has lagged behind developments in the rest of the economy. As a result,
shortages of essential services have developed and infrastructure is still deficient in a
number of sectors.

The problem of tax evasion which concerns mainly direct taxation has also in¬
fluenced the structure of taxation, namely the comparatively high reliance on indirect
taxes. In general, indirect taxes are easier to collect than taxes on income, particularly
in Greece where the share of employees in the total labour force is small and, therefore,
only a small percentage of income can be taxed at source. Accordingly, the Greek
authorities have tended to emphasize indirect taxes. However, in order to mitigate the
inequities of the tax system arising from tax evasion and also from the associated
overall tax pattern (due to the small share of direct taxes) indirect taxation is applied at
different rates. In comparison with other OECD countries, indirect tax rates are very
high on expensive cars, luxury entertainment, and other non-essential goods and
services consumed by the higher income groups. In addition to the high share of in¬
direct taxes in total taxes in Greece in comparison with the rest of the OECD, the
elasticity of indirect taxes with respect to GDP is also slightly higher in Greece than in
the rest of the OECD.

Direct tax pressure60 is very weak in Greece61. Excluding social insurance taxes,
direct tax pressure represented 3]/2 per cent of GDP in 1955-57 and 43/4 per cent in
1974-77 compared with 93/4 per cent and 14VS per cent in the same periods in OECD
Europe62. However, in addition to tax evasion, the low tax pressure is also due to the

Table 12 The structure of taxation

1955-1957 1962-1964 1974-1977

Greece
OECD

Europe1
OECD

total1
Greece

OECD

Europe1
OECD

total1
Greece

OECD

Europe1
OECD

total1

Share of direct taxes

In total taxes

In total GDP

18.9

3.5

40.4

9.7

36.2

8.9

13.7

2.9

34.6

9.9

34.6

9.2

18.7

4.7

38.9

14.6

38.3

13.0

of which: direct taxes on
households

In total taxes

In total GDP
11.8

2.5

29.7

7.9

27.1

7.2

11.9

3.0

32.5

12.2

34.5

11.7

Share of social security
contributions

In total taxes

In total GDP

20.5

3.8

18.8

4.5

13.8

3.4

26.1

5.5

21.3

6.1

17.3

4.6

26.6

6.7

27.7

10.4

22.4

7.6

Share of indirect taxes
In total taxes

In total GDP

60.5

11.2

50.4

12.1

44.7

13.0

60.2

12.7

44.1

12.6

43.2

11.5

54.8

13.8

35.2

13.2

34.5

11.7

Share of total taxes

in GDP 18.5 24.0 24.6 21.1 28.6 26.6 25.2 37.5 33.9

1 Unweighted average, excluding Greece.
Sources: Public Expenditure Trends, OECD, June 1978 and National Accounts of OECD countries.

60 Tax pressure is the ratio of tax receipts to GDP.
61 Low per capita incomes compared with the rest of the OECD explain only a part of the large

difference in tax pressures between Greece and the OECD average.
62 Unweighted averages. Including social insurance rates, the direct tax pressure was 8*'2 per cent

of GDP in 1955-57. rising to M'A per cent in 1975-77, compared with \33A per cent and 23 per cent for
OECD Europe respectively.
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Diagram 6 Direct1 Tax Pressure

Average 1975-1977
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estimates.
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narrow tax base, the substantial tax exemptions and the low rate. Reported household
income in the income tax returns amounted to about 27 per cent of total household in¬
come in 1978 (22V2 per cent of GDP). This relatively low proportion reflects a number
of factors. First, agricultural incomes (17 per cent of total household income) are
practically tax exempt and only 1 646 out of 800 000 farmers paid taxes of some Dr.
6V2 million in 1978, out of a total personal income tax of Dr. 20 billion. Secondly, the
rest of households have considerable tax exemptions and allowances which amounted
to 4 1 per cent of reported income in the tax returns. Thirdly, the effective tax rate (tax
paid as a per cent of taxable income) is very low, \2Vi per cent in 1978 (1 13/4 per cent
in 1970), or 73/4 per cent of total reported income in 1978. Institutionalised tax avoid¬
ance is probably an important factor behind these low ratios. In total, personal in¬
come tax was about 3 per cent of personal income in 1976, compared with some 13
per cent in OECD Europe63.

Tax evasion and avoidance have grown over time, especially between 1967 and
1974. The annual average rate of growth in total income tax paid by households was
19V2 per cent between 1967 and 1974. This was composed of an annual rise in the
number of taxpayers of about l5Vi per cent and an annual rate of increase in average
tax paid per taxpayer of about V/a per cent. The high rate of increase of persons enter¬
ing the tax net was due to some changes in reporting regulations, to the high rate of
growth of non-agricultural population over this period, and also to the substantial rise
in nominal incomes, notably of profits, rents and self-employment income.
However, the rate of increase in average tax per taxpayer was lower over this period
than the rate of increase in consumer prices (7 Va per cent), indicating a substantial
decline in real terms of about 4 per cent, annual rate, in taxes paid per taxpayer. In
contrast, real per head household income (excluding transfers) outside agriculture in¬
creased at a little over 6 per cent annual rate over this period. Because of the
progressivity of income tax, such a high rate of growth of real per capita incomes bet¬
ween 1967 and 1974 should normally have caused a proportionately faster rate of in¬
crease in real tax per taxpayer than 6 per cent, instead of a decline. These divergent
trends illustrate the considerable expansion of tax evasion and tax avoidance in this
period.

After 1974, the annual rate of increase in tax per taxpayer was substantially
higher than the rise in the consumer price deflator {l&A per cent and 12V2 per cent
respectively), indicating growing tax pressure. However, the annual rate of increase in
tax per taxpayer in real terms was again slightly less (about 1 percentage point) than
the real rise in average earnings and other non-agricultural average income and even
less than that including pensions and other transfers, suggesting that tax evasion has
continued to expand after 1974, though at a substantially slower rate than up to 1974.
Over the eleven-year period to 1978, the index of per capita income (excluding
transfers) in non-agricultural sectors rose to just over 400 (1967 = 100), while the tax
per taxpayer rose to 230 (1967 = 100). If tax per taxpayer had risen by at least the
same percentage64 as per capita income, total government revenue from personal in¬
come tax would have been almost one-fifth higher in 1978 (some Dr. 35 billion more)
than it was.

The importance of self-employment in total non-agricultural employment (about
65 per cent in Greece) is a major reason for the considerable tax evasion. This source
of income, together with rent and profits of small businesses, which is also a very large
sector, is considerably more difficult to control than wages and salaries. Total income

63 Including social security contributions direct taxes as a per cent of total household income were
10 per cent in Greece and 23 per cent in OECD Europe.

64 Because of the progressivity in income tax, the rise in per capita tax under normal conditions
should be even faster than the rise in real per capita personal income.
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Table 13 Tax elasticities with respect to GDP
1960-1976

Greece
OECD

Europe1
OECD
total1

Total taxes

Direct taxes

of which: on households
on corporations

Social security taxes
Indirect taxes

1.13

1.26

1.12

1.69

1.17

1.07

1.22

1.27

1.37

0.91

1.38

1.04

1.20

1.26

1.36

0.96

1.38

1.03

1 Unweighted average, excluding Greece.
Sources: Public Expenditure Trends, OECD, June 1978 and National Accounts of OECD countries.

from property and entrepreneurship (excluding agriculture) accruing to households
accounts for about 45 per cent of total non-agricultural incomes (excluding
transfers)65. Despite the small starting base combined with the appreciable increase in
per capita GDP, which has been faster than in most other OECD countries, and also
the important structural changes over the last quarter of a century, the elasticity of
total tax revenue with respect to GDP has been lower in Greece than in OECD
Europe in the last eighteen years. The low elasticity is largely due to the pattern of tax¬
ation a small share of direct taxes which usually have a higher income elasticity
than other taxes but also to the fact that the elasticity of direct taxes with respect to
GDP is smaller than for OECD Europe. This is particularly true for the elasticity of
household income tax, where probably most tax evasion occurs.

Ill THE OUTLOOK IN 1979

The tightening of policy since around the middle of 1978 is expected to affect
developments in the economy into the early part of 1980. Despite the adoption of
measures66 aimed at reducing the commercial banks' lending capacity and moderating
the strong upward trend in private demand for credit and a steady fall in the velocity
of circulation of money supply67 (indicating that there has been a substantial increase
in liquidity in the economy which could be used to finance an increase in activity
without a proportional rise in bank credit) there will be some slippage from the
relatively low credit and monetary targets. However, this will be largely due to the
higher rate of inflation than had been expected when the targets were set, which will
more than offset the slower growth in demand and output than had been originally

forecast. Consequently, monetary policy may be less than accommodating in 1979.

65 To the extent that national accounts estimates of self-employment income, profits, rents, etc.
are partly based on income tax returns which under-record actual income, the level of total income from
property and entrepreneurship is also underestimated in the national accounts and therefore, their real
share in total household income is greater than shown in the statistics.

66 Banks' obligatory investment in non-marketable treasury bills was raised from 30 per cent to
32 per cent of their stock of deposits, most lending rates increased by 1 to 3 percentage points and the
Bank of Greece overdraft rate was raised by 6 percentage points to 20 per cent.

67 GDP divided by M3 at market prices. In 1974 and 1975 the ratio was 1.86 and by 1978 it had
fallen to 1.55.
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The large budgetary deficit is expected to continue being an important stimulatory
factor behind the growth of the monetary aggregates. Broadly in line with the 1979
Budget and the February measures, fiscal policy is assumed to be somewhat less ex¬
pansionary than it was last year.

The public expenditure cuts should contribute to restraining the growth of the
claims on resources and, together with the income and price mesures taken in the first
half of 1979, put an early brake on the development of strong inflationary expectations
arising from the deteriorating inflationary outlook in the first few months of 1979.
Although there is clearly a risk of a price-wages spiral developing as a result of both
speculative forces and recent price developments this possibility has been discounted
in the forecast. Though price controls may have some restraining influence on the rise
in prices, it may not be significant. First, there may be important teething problems
associated with the sudden move from a partial to complete control over all goods and
services. Secondly, it seems extremely difficult to efficiently control the multitude of
small firms, independent traders, handicraft units and the big number of self-employed,
which are a characteristic of the Greek economy. And thirdly, it may, as was the case
a few years ago, give rise to parallel markets where the increase in prices is not usually
recorded officially.

In January 1979, the retail price index rose by nearly 4 per cent; about half of the
rise was due to the lifting of the freeze on administered prices (transport fees,
electricity charges, etc.) and to the rise in meat prices resulting from the reduction in
budget subsidies being passed on directly to consumers. Prices continued to rise
strongly in the following four months, resulting in an increase of almost 1 7 per cent
during the year to June 1979, which compares with 13V2 per cent during the year to
June 1978. The increase between December 1978 and June 1979 was 12 per cent or 5
percentage points higher than in the same period a year earlier. The slower rise in ear¬
nings and the normal seasonal slowdown in the third quarter of the year are expected
to more than offset the July increase in oil prices, leading to a deceleration in the rate
of increase of retail prices during the second half of the year.

Reflecting the slower rise in earnings, the contribution of labour costs to the rise
in prices may be slightly smaller than in 1978. But this should be more than offset by a
larger contribution of non-wage costs than in 1978. And, on the basis of Budget es¬
timates, net indirect taxes will also contribute more this year. Apart from the rise in oil
prices, other import prices should rise more slowly than domestic costs, thus continu¬
ing to exert a dampening effect on price rises in 1979. It is assumed, in line with
government policy, that the effective exchange rate will not change much from its end-
1978 level. This should roughly offset the acceleration in import prices68 in foreign
currency terms, resulting in a broadly similar rate of increase of import prices (ex¬
cluding oil) in drachma as in 197869. In total, retail prices may rise by 1VA per cent
between 1978 and 1979 and by a little more than this in the twelve months to
December. Of the increase through the year, the end of the freeze and the reduction in
subsidies account for about 2V2 percentage points and the rise in oil prices for about
3lA percentage points. After allowing for these factors, the rate of rise would be
roughly 14!/2 per cent, somewhat higher than in 1978.

The lower rise in basic pay rates in 1979, together with weakening activity,
should lead to a deceleration in the rate of growth of the wage and salary bill to below
20 per cent, the smallest rise since 1972. Similarly, a small deceleration in the rate of
growth of government transfers to households is budgeted for 1979. Agricultural in-

68 During 1978 the effective depreciation of the drachma was 1214 per cent.
69 In the first couple of months of 1979, the rise in import prices (wholesale price index) was 133/<

over a year earlier which is the same increase as between January-February 1978 and Januarv-Februarv
1977.
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Table 14 Prospects for 1979

Demand and output:

Private consumption
Government consumption
Gross fixed investment

of which: Public
Private

Final domestic demand

Plus: Change in stockbuilding1
Plus: Change in foreign balance3 '

GNP at market prices*
GDP at factor cost

Prices:

GDP implicit price deflator
Private consumption implicit price deflator

Balance of payments:

Exports, fob
Imports, cif
Trade balance

Services and transfers, net
Current balance

Percentage changes
from previous year

1978" 1979

5

3

5J
7Î
4*

41

1Ï

2

3

43
9

3i
23

6 3è
53 3

12 15

124 m

$ billion

3 3J

73 83

-43 -54
3 33

-11 -13

1 Preliminary estimates.
2 Percentage point contribution to GNP growth rate.
3 Including factor income.
4 Including error of estimate.
Sources: Direct communication to the OECD and OECD forecasts.

comes reflecting the slower growth in output should also rise at a slower pace than in
1978. A small upturn in the growth of income from property and entrepreneurship
and of current transfers from abroad is expected. Nominal incomes overall may rise a
little slower than in 1978. However, partly due to the fight against tax evasion, but
also to fiscal drag, taxes70 are expected to increase at about the same high rate (30 per
cent) as in 1978, which could give an increase in personal nominal disposable income
of about 18 per cent, broadly the same as in 1978. Because of the higher rate of infla¬
tion, the growth of real disposable income is expected to be markedly less than
that of 1978. A small decline from the high saving ratio in 1978 is built into
the forecast, giving a rise in private consumption of 2 per cent, less than half
the rate in 1978. The inclusion of private motor cars in assessing taxable income, the
important increase in tax on cars and the fuel-saving measures are expected to cause a
marked slowdown in the rate of growth of demand for private motor cars, which up to
1978 had been the fastest-growing private demand component. Demand for furniture
may again increase. Demand for other items in consumption is expected to be weaker.

70 The rise in direct taxes will be largely due to the marked increase in income tax (reflecting infla¬
tion, fiscal drag and also the fight against tax evasion) whereas the rise in social insurance contributions
may slow down a little, compared with 1978. Between January 1st and April 4th 1979. 1 508 000 tax
returns were submitted by taxpayers, compared with 1 194 000 during the same period in 1978. The 26
per cent rise is one of the largest ever recorded.
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Diagram 7 Capacity UtBlsation and Net Capital Stock In Manufacturing
At 1970 prices
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1 Owing to the lack of official series on capacity utilization, the OKCD has made a rough es¬
timate based on net capital stock series, assuming a 20-year lifetime of assets, which is the median of
the two assumptions in note 2 below. Estimates of capacity were obtained by applying the 1970 capital-
output ratio to the net capital stock series. Because of the large margin of error usually attached to such
estimates, the graph shows the range of capacity utilisation under two assumptions regarding the degree
of under-ulilization of capacity in the cyclical peak in 1970 : a minimum of 5 per cent and a maximum
of 15 per cent (see Annex 2).

2 Net capital stock has been calculated on the basis of annual data of gross investment at cons¬
tant 1970 prices for the years 1948 to 1978. assuming that the net capital stock in 1948 was Dr. 13.4
billion at 1970 prices. Because of the lack of information the OIZCD has made two assumptions
regarding the average life of assets: i) 16 years, and ii ) 24 years. (In the first case. k'A percent of the in¬
itial value of gross investment is retired every year and. in the second case. 4'/« per cent). (Sec Annex 2.)

Sources: National Accounts of Greece 1958-75. direct communication to the OIZCD and

OKCD estimates.

Sources: Comptes nationaux de la Grèce (1958-1975). renseignements communiques directe¬
ment à l'OCDE et estimations de l'OCDE.
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The growth of public consumption is expected to remain at about the same low
rate as in 1978 less than 3 per cent. Total public sector investment will probably
rise at a somewhat faster rate than last year. After the budgetary cuts in early 1979,
government fixed investment may continue to fall in 1979. In contrast, public
corporations investment should again rise strongly mainly due to important projects
under way by the Public Power Corporation. Investment by this body is officially pro¬
jected to be almost double the 1978 level (in current prices). Despite a weaker increase
in investment (in real terms) by other corporations, total public corporations invest¬
ment should rise by about one-third in 1979.

Manufacturing investment is expected to be broadly unchanged from last year's
depressed level. Despite the weakness of gross fixed investment net capital stock is
growing at a moderate rate which, combined with excess capacity, is sufficient to
accommodate the slow growth in production. This coupled with the moderate
medium-term prospects for world growth is hindering manufacturing investment. Low
profit rates since 1974 are also an important disincentive. Two recent changes could,
however, improve the investment climate in the near future. First, after frequent policy
changes which created uncertainty and may have delayed some investment a new in¬
vestment incentive law has recently been passed. Secondly, Greece's expected entry
into the EEC on 1st January, 1981, should provide new investment opportunities and
also should stimulate replacement investment to enhance competitiveness. However,
in view of structural difficulties, administrative delays and the lags in bringing plans to
fruition, the influence of EEC entry on manufacturing investment may take longer to
realise.

The outlook for other private investment is uncertain. A continuing strong in¬
crease in tourism may stimulate investment directly in this sector as well as in other
associated activities such as trade, transportation, etc. Accordingly, no further decline
is expected in 1979. As noted earlier, the rise in private housing investment is expected
to decelerate further in 1979. One of the measures to combat tax evasion adopted in
June 1978 is the justification of the sources of income for financing real estate
purchases, and this has adversely influenced real estate purchases, notably residential
investment. In addition, the substantial rise in house prices over the last few years also
has had a depressive effect. Nevertheless, the introduction of additional strict building
rules in the second quarter of 1979, which would raise the price of apartments, has led
to a temporary surge in building activity in the first half of 1979. This, together with
the strong effective demand for housing facilitated by a continuing rapid rise in bank
credit, which is partly induced by the negative real interest rates on mortgage loans,
should support a rate of increase of private residential investment of about 5 to 10 per
cent, compared with 15% per cent in 1978. In total, the rise in fixed investment may be
a little less than 5 per cent, much the same as last year.

The growth of final domestic demand may decelerate to around 23/4 per cent in
1979. After declining for four years, stockbuilding is expected to recover a little.
Agricultural stocks are not expected to increase but stocks of industrial products
should increase somewhat, partly due to voluntary stockbuilding of raw materials, but,
more importantly, reflecting involuntary stockbuilding due to the sharp slowdown in
demand in 1979; the change in stockbuilding may add about XA a percentage point to
GDP growth to bring the rise in total domestic demand to almost 3 per cent in 1979
(43/4 per cent in 1978).

The prospects for merchandise exports (volume) are fairly good. The volume of
agricultural exports is expected to continue rising. And despite the slowdown in world
trade, the volume of manufactured exports should continue to be buoyant, entailing
further gains in market shares. Ferro-nickel exports on the other hand are not ex¬
pected to rise as fast as in 1978 and the volume of net exports of petroleum goods,
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Diagram 8 Residential Construction
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which increased appreciably in 1978, may increase more slowly this year. After the
substantial rise (20 per cent) in 1978, the rise in exports of services (in real terms) is ex¬
pected to slow down considerably, but still be over 10 per cent. Tourism, which was
the principal factor behind last year's rapid growth, is expected to remain buoyant and
some upturn in shipping earnings is also forecast. The rise in the total volume of ex¬
ports of goods and services may be of the order of 10 per cent.

The slow increase in the volume of merchandise imports last year was partly due
to sluggish demand for raw materials and the higher rate of stockbuilding should in¬
duce a small rise in imports in this category. Imports of oil and oil products may also
increase a little faster than in 1978 ; the increase in consumer goods' imports,
particularly private motor cars, however, may be modest. A faster rise in the total
volume of merchandise imports than in 1978 may be partly offset by a somewhat
slower rise in imports of services and total import volumes are expected to rise at
about VA per cent. On this basis, the real foreign balance would be broadly un¬
changed between 1978 and 1979 to give a forecast increase in real GDP at market
prices of a little over 3 per cent. With net factor income from abroad expected to rise
at a faster rate, real GNP at market prices could increase by nearly 3Va per cent.
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A further strong deterioration in the terms of trade is expected in 1979. This
deterioration is a real income loss and measures approximately the extent to which
domestic demand has to be reduced in order to allow a transfer of resources to the ex¬

ternal sector. The terms of trade deterioration in 1979 is estimated to be exclusively
due to the rise in the price of oil which is expected to be about 45 per cent in 1979
year-on-year. This deterioration, which is the equivalent of a loss of about VA per cent
of national income71 on a yearly basis would further reduce the growth of real national
disposable income72 to somewhat below that of GNP. Real national disposable in¬
come could be taken as a norm, indicating the allowable rise in domestic demand in
order to avoid a worsening balance of payments position. Because a reduction in in¬
vestment has adverse effects on the growth potential the reduction in domestic demand
should be borne principally by consumption. However, since the 1974 rise in oil
prices, the growth of consumption has exceeded on average the rise of real national
disposable income73 mainly at the expense of a fall in the investment ratio74. This
pattern of growth whereby the rates of increase of real personal incomes and hence of
private consumption and also of real government consumption exceed that of real
national disposable income is not sustainable. Moreover, even if there is no further in¬
crease in oil prices after July 1979, the steep rise in oil prices during 1979" will lead to
a further rise of over 20 per cent in 1980, year-on-year, which would produce an
additional real income loss in 1980 of about 1 per cent of national income.

71 lv2 per cent of national income is about $*/2 billion which is the estimated rise in the oil bill ow¬
ing to the rise in the price of oil.

72 Real national disposable income is real national income adjusted for terms of trade changes.
An improvement in the terms of trade raises real national disposable income since, with the same amount
of national income more can be obtained from abroad and inversely, a deterioration of the terms of trade
entails a reduction in real national disposable income since more domestic resources have to be given to
abroad in exchange for the same amount of imports. A simple method for estimating real national dis¬
posable income is to multiply the yearly percentage change of the terms of trade by the share of the for¬
eign sector (total current receipts and payments divided by two) in national income and the resulting
percentage figure is added to the percentage real change of national income. This is an approximate
method. A more exact formula for measuring the real income effect for year i in relation to the base

year of a change in relative foreign prices (Tj) is as follows:

a) Tj = Xi^'-P^Muffii- P]') where
X = exports in current prices
M = imports in current prices

Px = export deflator, set equal to 1 in base year
Pm = import deflator, set equal to 1 in base year
Pj = (Px + PmV2-

Exponent 1 denotes that reciprocal of price indices are used.
An alternative definition, which gives approximately the same result and is more directly relevant for

the problem at hand, would be:

b) Tj = GNPuffgnpj-P^i) where
Pgnp = GNP deflator

a) Pjj = domestic demand deflator
While a) is based on the relative change in foreign prices measured in relation to the base year

b) focuses on the corresponding deviation between the domestic output and demand deflators.
73 The average annual loss of real income due to a deterioration of the terms of trade has been es¬

timated at about I per cent of national income in the six years to 1979 and the annual rate of growth of
consumption has exceeded the annual rate of growth of real national disposable income by an average of
PA percentage points over the same period. Because of the difficulties in estimating terms of trade
changes for goods and notably for services, the above figures indicate only the orders of magnitude.

74 Fixed investment as a proportion of national income at 1970 prices fell from 32 per cent on
average in 1972-73 to an estimated 25 per cent in 1979.

75 The estimated average rise in the price of oil at producer level is about 62 per cent between end-
1978 and end- 1979, and probably a little more for exports to Greece.
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The rise in output from all three sectors is forecast to decelerate in 1979, but
particularly agricultural production which may remain roughly stable, after a 6Vi per
cent rise in 1978. Slow growth in consumption should affect the rise in output from
services, while the deceleration in residential investment and the cuts in government in¬
vestment are likely to induce a further slowdown in the rate of growth of construction
activity. Also, some deceleration in manufacturing production is forecast to take
place. But due to the usual lags, the deceleration in output growth in 1979 may have a
limited effect on employment which is expected to increase in 1979, but less so than in
1978. Nevertheless, unemployment may rise steadily in the course of the year.

The value of merchandise exports rebounded sharply in the first five months of
1979 from the depressed level of early 1978 to be about 36 per cent higher over the
same period a year earlier76. But the rate of growth is expected to slow down con¬
siderably and in 1979 as a whole the rise may be one-fifth. Price and volume changes
are expected to contribute approximately equally to this development. The increase in
the value of merchandise imports in the first five months of 1979 compared with a year
earlier was 35 per cent, but in view of the larger size of imports than exports, the trade
deficit widened by $0.6 billion to $2.4 billion in the same period. In the year as a
whole, import values may also rise by a little over 20 per cent, some two-thirds of
which may stem from price changes. Developments along these lines would produce a
trade deficit of about %5Vi billion, $ 1 billion higher than last year.

The fairly regular increase77 in net invisible receipts since the late 1950s has
covered a substantial part of the trade deficit. The steady rise in net invisibles is ex¬
plained by the fact that the annual fluctuations in tourist receipts, shipping earnings
and emigrant remittances have roughly cancelled out. However, the long-run growth
rates of these three items have differed considerably, net tourist earnings being the
fastest-growing item and emigrant remittances the slowest. In the 1970s, these
divergencies widened further78. The rate of growth of net shipping receipts since 1974
has been affected by sluggish world shipping conditions with the result that despite a
continuing increase in Greek-owned ships, coupled with the substantial increase in the
share of ships under Greek flag79, the annual rate of growth of net shipping receipts
has declined a little. Similarly, due to returning emigrants the rate of growth of emig¬
rant remittances has also fallen. Allowing for the acceleration in the rate of inflation

76

77

78

Trade statistics on a balance of payments basis are recorded in dollars.
Except for 1967, due to the military coup d'Etat, and for 1974 due to the Cyprus crisis.

Net tourist receipts
Net shipping receipts
Net emigrant remittances

Net invisible receipts

1960 1970 1978

S million

30 138 1 103

67 235 1000

90 343 981

199 509 3 089

79

1960 1970 1975

million g.r.t.

1978

)tal Greek-owned ships 12 31V2 48 53

of which:
under Greek flag 5vj 13v2 24% 37

other 6V2 18 23% 16
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since 1974, the annual increase in real terms of both emigrant remittances and
shipping receipts has been small. However, this was offset by a strong acceleration in
the annual rate of increase in net tourist receipts to an average 37 per cent since 1975,
compared with 24 per cent between 1959 and 1974.

The forecast assumes that, as discussed above, net tourist earnings will remain
buoyant in 1979, but that the growth rate will be lower than the 35 per cent recorded
in 1978. However, there may be some recovery in net shipping receipts, while emig¬
rant remittances will probably continue to be sluggish. Net invisible receipts overall
could on this basis rise at a slightly slower rate than in 1978 but still cover more than
half of the rise in the trade deficit, giving a current account deficit for the year as a
whole in the region of $l3/4 billion.

Most of the current account deficit is expected to be covered by autonomous
private capital inflows. After a small deceleration in 1978, capital inflow for real estate
purchases by Greeks living abroad is expected to rise strongly in 1979. The easy
accessibility to complementary bank credit with low interest rates for this category of
capital inflow is an important factor behind the continuing rapid growth. Net
entrepreneurial capital inflow seems likely to be roughly stagnant and may even show
a small decline. Similarly, the weakening trend over the last few years in the growth of
deposits in foreign exchange by Greeks living abroad is expected to continue with the
result that the share of the current deficit covered by this item could decline substantia¬
lly. Under these conditions, public sector compensatory borrowing is expected to in¬
crease but still remain overall within reasonable limits.

The forecast above, as well as being based on the specific assumptions referred
to, takes into account the most recent indicators shown in Table 15. These indicators,

together with the estimated effects of policy provide some guide to the possible profile
of the growth of real GDP during the course of the year. As regards consumers' ex¬
penditure, there may be stagnation in the second half-year. As noted earlier, the an¬
nual pay increase was made in one instalment early in the year rather than in two
stages as in previous years. As a result, the rise in nominal earnings is expected to
decelerate which, together with higher inflation, will squeeze real incomes. Private
housing investment is also expected to be sluggish in the second half of the year. The
steep upward trend in housebuilding appears to have continued in the first quarter of
1979 (judging from cement sales), but it is not expected to continue in view of the
weakening in the growth of real incomes and the introduction of severe housebuilding
regulations. Most other components of domestic demand seem unlikely to show any
great strength through the year. In the first five months of this year the substantial rise
in export values suggests an important rise in volume terms, but the expected
slowdown in the growth of world trade in the second half of the year may lead to a
weakening in exports. In balance, demand and output are likely to remain roughly flat
in the second half-year.
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Table 15 Current indicators

Percentage changes over a year earlier

1978 1979

Year Dec. Jan. Feb. March April May

Output
Industrial production s.a. 7.5 9.2 13.6 3.8 4.4 5.3

Manufacturing production 7.6 9.3 14.6 3.3 3.8 4.6

Cement output 8.3 10.5 22.5 1.2 3.4 10.0

Business indicators

Cement consumption 6.5 40.6 58.2 18.1

Construction permits (M3) 16.0 27.1 57.6 77.5 25.0 -1.7

Retail sales volume 4.3 9.6 3.1 -1.1 -3.4 -0.3

Car registrations 17.6 21.3 5.9

Labour

Employment, manufacturing 3.1 3.4 2.3 1.9 2.9 3.8

Unemployment rate, n.s.a. 2.1 3.2 3.9 3.5

Hourly earnings, manufacturing 23.7 25.2 22.4

Prices

Wholesale prices, home market 10.3 11.6 14.8 16.3 17.1 17.6 18.0

Imported 12.9 12.9 13.4 14.1 17.0 17.4 16.9

Agricultural 12.5 11.6 18.2 22.0 23.6 19.1 18.9

Industrial 9.7 10.0 12.9 13.8 13.7 16.1 16.8

Consumer prices 12.5 11.5 14.9 15.8 16.1 16.4 16.7

Exchange rate Dr. $ -0.3 2.4 0.6 1.0 -0.2 -0.1 -0.9

Effective exchange rate -10.0 --12.2 -10.3 -9.3 -6.7 -5.1 -5.9

Money and banking
Ml 21.2 22.2 17.0 20.0 19.1 16.6 20.6

M3 24.0 25.8 24.4 25.3 24.7

Total bank credit1 23.8 21.3 23.4 23.0 22.5

Bank credit to manufacturing 26.7 25.7 25.1 24.7 23.9

1 For comparison purposes data for 1978 and the early months of 1979 do not include the effects of the
settlement (July-August 1978) of accumulated deficits on the "agricultural and government supplies" account.

Sources: NSSG, Monthly Statistical Bulletin; Bank of Greece, Monthly Statistical Bulletin; direct
communication to the OECD and OECD estimates.

IV POLICY CONSIDERATIONS

For the fourth year running, expansionary policies sustained a fairly rapid
growth of GDP in 1978 6 per cent which is just less than 1 percentage point
below the longer-run trend rate up to the 1974 crisis. This relatively better growth
performance than in the rest of the OECD has been accompanied by a fall in recorded
unemployment to a rate of less than 3 per cent since 1977. However, this satisfactory
record has masked the development of strong imbalances which, combined with the
high rates of increase in average pay, self-employment income and other costs, has
greatly reinforced domestic inflationary pressures. Special factors and policy measures
stemmed the acceleration of inflation in 1978 and at the same time helped in slightly
reducing the current external deficit. However, in the first few months of 1979 strong
domestic inflationary forces surfaced and, combined with the effect of the sizeable rise
in oil prices, led to a strong acceleration in the rate of increase in consumer prices and
a marked rise in the current balance of payments deficit.
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The stance of policy was slightly tightened in mid- 1978 and, with the aim of
stemming the mounting inflationary pressures, additional measures were taken at the
beginning of 1979. In particular, budgetary cuts were announced, extensive price con¬
trols were introduced and monetary policy was made less expansionary. Energy-
saving measures were also introduced. The rate of growth of real demand and output
is forecast to decelerate to about 3 per cent in 1979 partly because of the deflationary
impact of the rise in oil prices. The increase of consumer prices is expected to slow
down in the second half of the year but to remain still substantially higher than the
OECD average. The current external deficit will probably widen for the year as a
whole and the pattern of its financing may not be as favourable as in previous years.
The measures taken so far will probably alleviate the most immediate inflationary
strains, but a major question is whether they will be sufficient to bring a lasting im¬
provement in the underlying trends. The difficulties of combatting inflation should not
be under-estimated, especially when inflation is associated with deep-rooted habits,
structural problems and institutional practices. Moreover, the external environment in
1979 is much less favourable than last year and a transfer of resources to the external
sector is now required in order to pay for the large increase in the oil bill. According to
provisional estimates, the deterioration of the terms of trade due to the price of oil this
year corresponds to a loss of about \Vi per cent of national income in 1979 and to
almost 1 per cent in 1 980, and any attemps to offset this burden on the economy by
increases in nominal incomes would be self-defeating.

Accordingly, it seems necessary that both demand management and price and in¬
comes policies should contribute to the ineluctable stabilisation effort in 1979 and
1980. As noted earlier, the price controls applied in 1978 have merely suppressed in¬
flationary pressures. But the concentration of price increases in the early months of
1979 has exaggerated the underlying rate of inflation with very unfavourable effects
on expectations. Extensive price controls can be justified in these conditions as a
temporary measure. But experience in Greece and many other countries show that,

Table 16 Recent balance of payments trends

$ million

January-May

1977 1978 1979

Exports, fob
Imports, cif

Trade balance

of which: Oil balance

Invisibles, credits
of which:

Tourism

Shipping
Migrants remittances

Invisibles, debits
Invisibles, net

Current balance

Memorandum items:

Capital movements1, net
Changes in reserves
Reserves (end of period)

1 116 1 154 1 564

2 647 2 921 3 943

1531 -1767 -2 379

-445 -432 -625

1220 1 373 1701

250 320 389

454 460 587

323 356 408

339 389 497

881 984 1204

-650 -783 -1 175

614 610 680

-25 -7 -32

880 1038 1 123

1 Including errors and omissions and central bank borrowing.
Source: Direct communication to the OECD.
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over the medium term, their effectiveness is very limited. As has been argued in earlier
OECD Surveys, the very high increase of nominal incomes of recent years have been a
major cause of inflation. It is highly desirable to achieve public understanding that
sustained growth and rising standards of living over the medium term are not possible
if high inflation rates were to continue. Because of the large number of self-employed
and the predominance of small firms, there are special difficulties in applying a
structured incomes policy in Greece. However, unless a substantial slowdown in the
rise of nominal earnings is achieved in the next wage round, beginning in J anuary
1980, accompanied by a similar deceleration in the rate of growth of self-employment
income and other personal income from property and entrepreneurship, both real in¬
come and employment risk being curtailed by the more stringent demand management
policies that continued high inflation would render inevitable. Appropriate fiscal
policies, and in particular success in the efforts to combat tax evasion, can help in
producing a consensus on the need to moderate the growth in incomes with the heavier
burden carried by the more affluent social groups.

The role of demand management for stabilisation remains crucial. Slower growth
of GDP, and especially of domestic demand, should be aimed at for both 1979 and
1980 in order to ensure that demand pressures are not excessive. But the most difficult
task is to ensure at the same time a shift in the composition of demand towards
productive investment so as to lay the ground for sustainable high growth in the
future. Lax monetary policy has importantly contributed to the worsening of inflation¬
ary trends over the last four years, when the annual rate of increase in credit and in
monetary aggregates has been considerably faster than GNP growth. Easy credit
availability has weakened employers' resistance to high pay claims, which is reflected
in the considerably faster rise in average earnings than implied in the collective
agreements. Moreover, relatively cheap bank finance has facilitated the proliferation
of intermediary activities and inefficient firms and thus reinforced the upward trend in
costs. In addition, the housing boom since 1977, which has created strong speculative
forces and has led to an appreciable rise in land prices with important medium-term in¬
flationary effects, was also supported by ample and relatively cheap bank credit. It is
important that the significantly lower targets for monetary growth and credit expan¬
sion announced for 1979 should be broadly observed. This would create strains on the
financial position of enterprises, but a tightening of domestic liquidity is the most
effective general measure for dampening in a short period the apparently widespread
inflationary expectations. As regards the restrictions on credits for housebuilding,
however, there is a risk of past developments being repeated an excessive building
boom being followed by a deep recession in the construction sector.

Equally pressing is the need to further reduce the sizeable budget deficits. Under
conditions of near full employment, deficits equivalent to over 5 per cent of GDP no
doubt contribute to inflation, the more so that they are largely the result of the steep
upward trend in current expenditure, partly reflecting substantial increases in the
public sector pay bill in recent years as well as the rapid increase in the number of
government employees. The efforts to curb tax evasion may begin to bear fruit over
the next few years and will help to reduce the budget deficit. However, over the next
couple of years, it is important to control the rise of total government expenditure and
in particular to reduce the share of current public expenditure in GDP. The authorities
are in the process of reassessing the principal expenditure items. In this context,
particular attention should be paid to certain transfers and subsidies. These, when
originally introduced, were either on a temporary basis or served social and economic
needs which, after the rapid transformation of the Greek economy and society and the
considerable rise in living standards during the last twenty years, do not correspond to
their original objectives, but instead, help to perpetuate distortions and thus inhibit
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continuous development. The early adoption of measures to reduce unnecessary cur¬
rent expenditure is all the more necessary to pave the way for revival of government
investment. In fact, the volume of government and other public sector investment has
declined significantly since 1974. This has adversely affected the development of
certain essential " welfare" services but equally important is the fact that if in¬
frastructure investment does not keep pace with the developments in the rest of the
economy there is a risk of creating serious bottlenecks over the medium term that
would render more difficult the return to a sustained fast rate of growth.

It is remarkable that the current balance of payments deficit has been maintained
approximately at the same level, in current dollar terms, over the last five years (and
thus gradually declined as a proportion of GNP) despite the comparatively rapid
growth of output and domestic demand. This was partly due to the weak trend of in¬
vestment in machinery and equipment which has a high import content, but also to
fairly good progress in certain industrial exports and to considerable gains in net in¬
visible receipts helped by a flexible managed floating regime of the exchange rate.
Moreover, the current deficit has been financed to a large extent by autonomous
capital inflows. The increase in the current deficit expected for 1979 should not create
financing problems, although as pointed out in last year's Survey it would be
unwise to rely too much on an increase in foreign currency deposits of a short-term
character and at high interest rates. Successful anti-inflationary policies will clearly
help in containing the current deficit within reasonable limits. But over the medium
term the balance of payments situation is a potential important constraint on growth.
Due to the protracted world shipping crisis, receipts from shipping are likely to grow
less fast in the coming few years, although the relative performance of the
Greek merchant marine has so far been particularly good. The partial reversal of net
emigration has already led to a distinct slowdown of remittances from abroad. And,
while net receipts from tourism may continue to grow fast, a healthy balance of
payments position will largely depend on adequate growth and diversification of com¬
modity exports. This in turn will be mainly determined by the application of
appropriate development policies.

A reappraisal of medium-term policies that can best promote sustainable growth
with an acceptable balance of payments position is made more urgent by Greece's
forthcoming entry into the European Economic Community. EEC membership can be
expected to confer considerable advantages and opportunities to the Greek economy
but it will also imply, over time, significant adjustments in the structure of production,
demand and costs if the new opportunities are to be exploited and competition from
some of the most advanced industrial nations are to be successfully met. A basic re¬
quirement is sufficiently large gains in productivity. There is considerable evidence
that over the past several years increases in employment took place to some extent at
the expense of productivity in large sectors protected from external and domestic com¬
petition. Furthermore, the persistently weak trend of manufacturing investment has
reduced adaptation of industrial production and exports to changing patterns of de¬
mand in domestic and foreign markets. Beyond the immediate task of arresting in¬
flationary developments, economic policies will need to place much greater emphasis
in the future on increases in both directly productive and infrastructure investment and
on the introduction of advanced production and marketing techniques. Provided that a
reallocation of resources in favour of non-residential investment is achieved and suf¬

ficient efforts are made to increase the efficiency of industry, and also of the public
sector, Greece could reasonably look forward to reaping considerable benefits from
the new conditions of increased economic integration within the EEC framework.
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Annex I

CALENDAR OF MAIN ECONOMIC EVENTS

1978

June

A package of measures announced, the principal being:

budget expenditure cuts of about Dr. 8 billion (Dr. 5'/2 billion investment cuts and Dr. 2'/2 bil¬
lion ordinary expenditure cuts);
in order to combat tax evasion:

i) wealth criteria (cars, yachts, rents, etc.) will be used in estimating income for tax
purposes;

li) sources of funds for purchases of cars and of real estate have to be justified; and
i/i) greater sanctions against tax evaders;
interest rates on domestic deposits were raised by 2 to 3 percentage points. Interest rates on
bank credit were also raised by 1 to 3 percentage points (no change for export credit):
freezing of many administered prices up to the end of the year;
in addition to the credit facilities introduced in May, the handicraft industry was granted new
tax allowances. All incentives for handicraft and industrial investment will be extended to

1982:

suspension of new recruitment in the public service.
Investment incentives were extended to industries in the Greater Athens area.

The Bank of Greece granted a Dr. 70 billion loan over 20 years to the Greek state to offset debts
accumulated since 1970 from the " Agricultural Products and Government Supplies Account". There
will be a 3-year period of grace and the loan will carry a 2 per cent rate of interest.

August

A price freeze was announced on rents, foodstuff, clothing, footwear and building materials up to the
end of 1978.

Rents for commercial premises to be fixed for six years and increases to be authorized by the
Government in light of the cost of living.

An increase in the inland revenue stamp fee on bills and promissory notes from 0.6 per cent to 0.75
per cent.

Extraordinary taxes of Dr. 5 billion were imposed to cater for the victims, the damages and the loss
of revenue due to the Salonica earthquakes. A one-time tax on income is expected to yield some Dr. 3 bil¬
lion and an increase in tax on petroleum products and road circulation taxes to yield about Dr. 2 billion.

September

The Government announced that it is studying the introduction ofVAT in order to combat tax eva¬
sion, largely arising from overpricing on import invoices.

October

A law against tax evasion was presented.

November

1979 Budget presented to Parliament.

Export incentives were announced:

subsidies on interest charged to exporters restored to 60 per cent, the original percentage
granted in 1970 up to 31st December 1974, for exports to all European countries outside the
EEC, and to 75 per cent for countries in America, Africa, Australia and New Zealand;
interest subsidies on exports to EEC countries are gradually reduced in view of the entry of
Greece into the EEC;

Banks' interest rates on operating funds lent to exporters reduced from 9Vi per cent to 7 per
cent.
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December

A new law for regional and economic development was presented.

An anti-inflationary monetary and credit plan for 1979 was announced, setting a 17 per cent target
for currency circulation (an increase of Dr. 27 billion in 1979 against an increase of Dr. 25 billion in
1978). The ceiling on the increase of commercial banks' credit to the productive part of the private sector
was set at Dr. 74 billion (effective increase of Dr. 59 billion in 1978). Housing loans and food subsidies
will be cut.

The bill on investment incentives is passed, providing fiscal advantages and long-term loans to com¬
panies. It will be operative up to 31st December 1982.

1979

January

An interbank market for foreign exchange was instituted, operating both spot and forward.

Commercial banks' obligatory investment in government paper and deposits with the Bank of
Greece was raised by 1 percentage point to 38 per cent of assets.

A number of price increases were authorized:

daily newspapers 43 per cent
electricity 32 per cent
Athens public transportation 33 per cent
cigarettes 15 per cent
meat and dairy products 13-28 per cent

The Government fixed the increase in rents at 8 per cent for 1979, provided that leases were drawn
up in 1977 or earlier.

Local authority rates in Athens were raised by 40 per cent for street lighting and garbage collection.

A bill is presented to Parliament making compulsory the creation of garages in proportion to the
number of flats in each new building.

February

A new law for the promotion of the capital market was passed, giving substantial fiscal advantages
to shareholders.

The Court of Arbitration granted a 15 per cent increase in the daily wage for unskilled workers from
Dr. 360 to Dr. 414. The working week will be reduced from 45 hours to 42 hours by 1st October 1981.

The report of the Committee of the Bank of Greece on the obstacles for economic development
highlights bureaucratic inefficiencies and administrative delays, fiscal impediments and the shortcomings
in the banking sector.

The extension of price controls to all goods and services was announced and also a prc-notification
period of four months before price rises was introduced, during which the Ministry of Commerce may
veto the proposed price rises. Authorizations for price increases will be based on the rise in raw material
prices and on wages and salaries, but not exceeding 10 per cent.

March

Fees for professionals and artisan services were fixed.

Increase in incentives given to industrial investment in peripheral areas.

The Currency Committe announced a package to reduce the liquidity in the economy:

the increase in banknote circulation was limited at 16 per cent during 1979;
commercial banks' obligatory investment in government paper and deposits with the Bank of
Greece were raised from 38 per cent to 39 per cent;
increase in credits by commercial banks and by special credit institutions limited at 1 8 per cent
(housing loans pegged at 1978 level of Dr. 17 billion) instead of 25 per cent, during 1978;
interest rate on foreign currency deposits by Greeks abroad was reduced by Vi percentage
point.

A 12 per cent cut in government investment expenditure announced, bringing the planned increase in
investment expenditure to IS'/i per cent in value between 1978 and 1979.

Investment programmes of Public Power Corporation, Postal Service and Telecommunications
Organization were also cut.
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April

Publication of the Statement of the Governor and the Annual Report by the Bank of Greece.

The Government announced the following energy-saving increases: i) private cars will not circulate
one weekend out of two; //) maximum temperature in buildings and apartments set at 18"; ///) neon
lighting reduced; and iv) increase in the price of petrol.

Price policy changes allowing 10 per cent increase in prices (from the end of December level)
without prior approval by the Ministry of Commerce. Retail prices should not be more than double the
price of imported goods (after customs) or the factory gate price for domestic goods. Wholesale profit
margins should not be more than 25 per cent of the price paid by wholesalers.

May

The Public Power Corporation was given a Dr. 50 million investment loans for distribution in rural
areas and negotiated a S 125 million Eurodollar loan.

The Government announced that the 1978-1982 Five-Year Plan for economic development will be
presented to Parliament in October 1979.

Interest rate on dollar-denominated foreign exchange deposits raised.

The Treaty for Greece's entry into the EEC is signed in Athens. A period of 18 months is foreseen
for ratification by the Parliaments of the ten countries, with Greece becoming a full member on 1 st J an-
uary 1981. The Treaty provides for a 5-year transitional period ending on 31st December 1985 (7-year
transition period is provided for peaches and tomatoes and for the free circulation of labour in the EEC).
During the 5-year period, Greece will gradually eliminate all tariffs and other trade obstacles for imports
from the rest of the EEC and will adopt the common EEC external tariff for imports from other countries.

The Bank of Greece increased its capital by issuing a total of Dr. 7 billion of new shares.

Bank lending rates were raised:

loans to industry for operational funds: from 15.5 per cent to 17 per cent;
loans to commerce: from 18 per cent to 19 per cent;
long-term loans for investment: from 12 per cent to 13 per cent;
loans to handicraft: from 13.5 per cent to 14.5 per cent (from 9.5 per cent to 10.5 per cent for
loans from special fund 1421);
loans to agricultural industries: from 11 per cent to 12 per cent;
loans to mining and tobacco trade: from 7 per cent to 8 per cent;
housing loans: from 11.5 per cent to 12.5 per cent;
housing loans in foreign currency: from 8.5 per cent to 9.5 per cent;
prefinancing of exports from 7 per cent to 10.5 per cent.

Commercial bank's obligatory deposits with the Bank of Greece were further raised.

June

Postal charges were raised by 50 per cent.

July

Energy-saving measures announced:

new flexible working hours were announced as from 1st August, 1979 with the aim of
alleviating traffic problems;
oil price rises of about 10 per cent for gas oil and 50 per cent for diesel oil;
100 per cent increase of the special tax on cars;
energy consumption in buildings to be reduced by 10 per cent in 1979 compared with 1978;

energy consumption by industry to be reduced by 5 per cent in 1979 compared with 1978;
closing time of night-clubs and restaurants at 2.00 a.m.
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Annex 2

The following Tables show the figures used for estimating net capital stock and capacity
utilisation presented in diagram 7 in the text. The method is explained in the footnotes
of the diagram.

Table 1 Capacity utilisation and net capital stock in manufacturing

At 1970 prices

Manufacturing
production

Gross

Investment

Net Capital stock1 Capacity utilisation

Dr. million Percentage
change

High
estimate1

Low

estimate1

1960 18 430 2 873 22 567.1 4.4 86.0 76.0

1961 19 886 3 634 24 096.3 6.8 86.9 76.9

1962 20 934 4 280 26 057.5 8.1 84.6 74.6

1963 22 661 4 390 27 909.2 7.1 85.5 75.5

1964 25 537 5 628 30 717.5 10.1 87.5 77.5

1965 28 146 7 006 34 553.5 12.5 85.8 75.8

1966 30 672 6 660 37 710.5 9.1 85.6 75.6

1967 33 346 6 053 40 627.8 7.7 86.4 76.4

1968 37 208 7 245 44 383.5 9.2 88.3 78.3

1969 42 537 8 426 48 918.6 10.2 91.5 81.5

1970 49 266 10 044 54 597.5 11.6 95.0 85.0

1971 54 586 11 198 60 977.8 11.7 94.2 84.2

1972 58 892 13 238 68 806.8 12.8 90.1 80.1

1973 69 228 14 457 77 233.8 12.2 94.4 84.4

1974 67 226 14 914 85 461.3 10.7 82.8 72.8

1975 70 944 13 132 91 347.1 6.9 81.8 71.8

1976 78 029 13 288 96 843.2 6.0 84.8 74.8

1977 79 215 12 538 101 103.3 4.4 82.5 72.5

1978 84 350 12 551 104 922.5 3.8 84.6 74.6

1 Assuming a linear amortization over 20 years.
2 Assuming that 95 per cent of capacity was used in the peak year of 1970.
3 Assuming that 85 per cent of capacity was used in the peak year of 1970.
Sources: National Accounts of Greece and OECD estimates.



Table 2 Net capital stock and amortization in manufacturing

At 1970 prices

Amortization over 16 years Amortization over 24 years

Net :apilal stock Replacement investment Net capital stock Replacement investment

Dr. million
Percentage

change
Dr. million

Percentage
of gross

investment
Pechaennr Dr. million

Percentage
of gross

investment

1960 18 593.4 2.6 2 403.9 83.7 25 216.3 5.3 1 602.6 55.8

1961 19 596.4 5.4 2 631.0 72.4 27 096.3 7.5 1 754.0 48.3

1962 20 977.9 7.0 2 898.5 67.7 29 443.9 8.7 1 932.3 45.1

1963 23 032.5 9.8 2 335.4 53.2 31 718.7 7.7 2 115.3 48.2
1964 25 984.1 12.8 2 676.4 47.6 34 996.9 10.3 2 349.8 41.8

1965 29 900.5 15.1 3 089.6 44.1 39 361.3 12.5 2 641.7 37.7
1966 33 089.6 10.7 3 470.9 52.1 43 102.1 9.5 2 919.2 43.8

1967 35 427.6 7.1 3 715.0 61.4 45 983.7 6.7 3 171.4 52.4
1968 38 592.9 8.9 4 079.7 56.3 49 755.5 8.2 3 473.3 47.9

1969 42 540.0 10.2 4 478.9 53.2 54 357.1 9.2 3 824.3 45.4

1970 47 588.7 11.9 4 995.3 49.7 60 158.3 10.7 4 242.8 42.2

1971 53 212.8 11.8 5 573.9 49.8 67 205.2 11.7 4 151.1 37.1
1972 60 197.8 13.1 6 253.0 47.2 75 747.7 12.7 4 695.5 35.5
1973 67 674.4 12.4 6 980.4 48.3 84 923.3 12.1 5 281.5 36.5

1974 74 893.0 10.7 7 695.4 51.6 93 957.7 10.6 5 879.6 39.4

1975 79 701.4 6.4 8 323.6 63.4 100 752.4 7.2 6 337.2 48.3
1976 84 014.8 5.4 8 974.6 67.5 107 208.3 6.4 6 832.2 51.4

1977 87 021.8 3.6 9 531.1 76.0 112 476.6 4.9 7 269.6 58.0
1978 89 524.8 2.9 10 048.0 80.1 117 309.3 4.3 7 718.4 61.5

8

s
a
o

I

Sources: National Accounts of Greece, 1958-1975 and OECD estimates.
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Table A National product and expenditure

Billion drachmae, current prices

1969 1970 1971 1972 1973 1974 1975 1976 1977' 19781

Consumers' expenditure 184.32 206.39 222.00 250.57 310.04 386.83 462.45 546.81 643.76 759.35

Government current expenditure 33.87 37.74 41.36 45.94 55.44 78.07 102.01 124.33 153.84 186.20

Gross fixed asset formation3 65.59 70.66 83.30 104.83 135.68 125.48 139.95 175.00 222.30 269.60

Change in stocks 3.45 13.35 8.95 6.85 37.52 39.90 41.40 44.70 41.70

Exports of goods and services* 32.66 37.76 44.88 57.33 86.51 112.61 136.57 174.44 195.56 238.25

less: Imports of goods and services' * 51.52 57.27 63.81 79.17 126.61 151.57 188.12 223.03 253.61 291.90

Statistical discrepancy 3.12 -4.21 1.50 0.95 -1.34 -9.25 -2.90 6.12 -7.68

Gross national product at market prices 271.49 304.42 338.18 387.30 497.24 582.07 691.37 848.38 995.87 1 182.30

Gross domestic product at factor cost 228.99 258.00 287.42 329.98 428.22 507.33 593.18 727.24 846.49 1 005.35

Agriculture, forestry, fishing
and hunting 43.11 47.06 52.33 61.47 87.31 100.36 110.97 136.20 142.47 173.55

Mining and quarrying 3.25 3.54 4.22 4.91 6.05 6.74 8.46 10.61 13.16 14.00

Manufacturing 40.83 49.27 55.57 61.94 86.15 102.62 118.08 146.52 165.52 191.20

Construction 21.60 23.02 26.26 33.57 42.74 37.76 43.01 53.61 72.95 90.25

Electricity, gas and water 4.49 5.15 5.65 6.27 7.11 8.07 9.31 12.04 13.90 16.10

Transport, storage
and communications 17.67 19.76 22.03 25.30 29.07 35.32 47.96 59.66 69.74 78.80

Other services 98.04 110.20 121.36 136.52 169.79 216.46 255.39 308.60 368.75 441.45

1 Provisional data.
2 Estimates.

3 Excluding ships operating overseas.
4 Including factor income.
Source: Ministry of Coordination and Planning, National Accounts of Greece.
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Table B National product and expenditure

Billion drachmae, 1970 prices

1969 1970 1971 1972 1973 1974 1975 1976 1977' 1978*

Consumers* expenditure
Government current expenditure
Gross fixed asset formation'

Change in stocks
Exports of goods and services4
less: Imports of goods and services* *
Statistical discrepancy
Gross national product at market prices

Gross domestic product at factor cost
Agriculture, forestry, fishing

and hunting
Mining and quarrying
Manufacturing
Construction

Electricity, gas and water
Transport, storage

and communications
Other services

Implied price deflators:
GNP at market prices
GDP at factor cost

190.09 206.39 218.05 233.08 250.46 250.97 267.26 280.20 294.15 309.10
35.64 37.74 39.61 41.85 44.70 50.10 56.07 58.95 62.80 64.65
71.65 70.66 80.56 92.98 100.09 74.50 74.66 79.75 86.60 91.10

3.74 13.35 8.71 6.49 26.51 21.65 21.10 19.40 16.30 16.00
33.73 37.76 43.95 52.79 63.93 60.82 74.55 77.39 89.50
53.57 57.27 62.08 71.64 93.68 79.02 89.49 96.01 102.90
0.89 -4.21 -1.08 1.34 -8.09 -9.70 -9.69 -8.52 -10.51 -11.25

282.17 304.42 327.72 356.89 383.92 369.32 390.00 414.84 430.72 456.20

238.20 258.00 278.55 303.97 329.27 323.31 339.83 359.95 370.58 392.25

43.08 47.06 48.66 51.54 51.20 53.67 56.73 55.97 52.10 55.50
3.33 3.54 4.03 4.49 5.08 4.77 4.88 5.24 5.75 5.65

42.64 49.27 54.59 58.89 69.23 67.27 70.94 78.03 79.22 84.35
24.48 23.02 26.27 31.18 31.92 21.97 23.15 24.58 27.48 29.45
4.50 5.15 5.91 7.39 8.13 7.70 8.60 9.75 10.73 11.90

18.30 19.76 21.86 24.45 27.19 27.43 28.62 30.97 32.62 34.55
101.87 110.20 117.23 126.03 136.52 140.50 146.91 155.41 162.68 170.85

96.2 100.0 103.2 108.5 129.5 157.6 177.3 204.5 231.2 259.2
96.1 100.0 103.2 108.6 130.0 156.9 174.6 202.2 228.4 256.3

1 Provisional data.
2 Estimates.

3 Excluding ships operating overseas.
4 Including factor income.
Source: Ministry of Coordination and Planning, National Accounts of Greece.



Table C Gross domestic fixed asset formation

Million drachmae, current prices

1969 1970 1971 1972 1973 1974 1975 1976 1977' 1978-

Gross fixed asset formation 65 587 70 663 83 298 104 833 135 677 125 476 139 950 175 000 222 300 269 600

Dwellings 21078 19 740 23 603 32 565 41544 27 771 37 983 47 477 68 769 91790

Other buildings 8 829 9 579 10 483 13 556 18 956 21670 18 865 24 396 31974 36 912

Other construction and works 13 894 16 169 19 312 22 232 26 737 25 392 29 380 34 985 40 416 45 813

Transport equipment 6 515 6 548 7 492 7 990 12 746 9 752 11012 17 484 25 492 34 085

Machinery and other equipment 15 271 18 627 22 408 28 490 35 694 40 891 42 710 50 658 55 829 61000

Agriculture, animal breeding, fishing 6 730 7 523 8 231 9 789 12 857 11777 14 998 17 428 22 080 21937

Mining and quarrying 1 110 1471 1981 1763 2 736 2 482 3 270 4212 3 965 4 651

Manufacturing 7 777 10 044 12413 16 688 20 919 25 981 26 584 31346 33 621 38 547

Electricity, gas, etc. 6 101 5 091 7 765 9 026 12 201 14 207 11002 13 188 14 068 18 343

Transportation, storage
and communication 13 311 14 677 17 992 20 609 26 456 22 766 24 095 31 998 40 498 50 683

Dwellings 21078 19 740 23 603 32 565 41544 27 771 37 983 47 477 68 769 91790

Public administration 566 828 816 862 908 1000 1048 1432 1538 1702

Other service industries 8 914 11289 10497 13 531 18 056 19 492 20 970 27 919 37 761 41949

Private 47 137 50 737 57 251 73 043 98 010 87 665 101 130 128 100 173 200 208 800

Public 18 450 19 926 26 047 31790 37 667 37 811 38 820 46 900 49 100 60 800

Note Data exclude investment in ships operating overseas.
1 Provisional data.
2 Estimates.

Source: Ministry of Coordination and Planning, National Accounts of Greece.



Table D Gross domestic fixed aiset formation

Million drachmae, 1970 prices

1969 1970 1971 1972 1973 1974 1975 1976 1977' 19781

Gross fixed asset formation 71653 70 663 80 558 92 977 100 093 74 500 74 660 79 750 86 600 91 100

Dwellings 23 212 19 740 23 641 29 964 30 576 15 869 20 476 21909 26 450 30 595

Other buildings 9 729 9 579 10 504 12 472 13 951 12 381 10 170 11258 12 228 12 300

Other construction and works 15 722 16 169 19 424 21 139 20 426 15 076 16010 16 078 15 835 15 600

Transport equipment 6 634 6 548 7 083 7 021 10 236 7 418 7 050 9 346 11397 12791

Machinery and other equipment 16 356 18 627 19 906 22 381 24 904 23 756 20 954 21 159 20 690 19 814

Agriculture, animal breeding, fishing 7 443 7 523 8 052 8 949 9 685 7 015 7 825 7 740 8 420 7 171

Mining and quarrying 1219 1471 1827 1478 1985 1462 1670 1859 1534 1569

Manufacturing 8 426 10 044 11 198 13 238 14 457 14 914 13 132 13 288 12 538 12551 P
Electricity, gas, etc. 6 827 5 091 7 480 7 987 8 736 8 181 6 039 6 021 5 705 6 490 hi

8Transportation, storage
and communication 14 181 14 677 17 348 18 529 20 570 15 142 14 050 15 853 17 143 18317 t»j

Dwellings 23 212 19 740 23 641 29 964 30 576 15 869 20 476 21 909 26 450 30 595 8
Public administration 628 828 803 781 675 580 563 642 584 564

a

Other service industries 9 717 11289 10 209 12 051 13 409 11337 10 905 12 438 14 226 13 843 a

Private 51091 50 737 55 112 64 122 72 187 52 211 53 702 58 380 67 400 70 430 C

Public 20 562 19 926 25 446 28 855 27 906 22 289 20 958 21 370 19 200 20 670 i
Note Data exclude investment in ships operating overseas.
1 Provisional data.
2 Estimates.

Source: Ministry of Coordination and Planning, National Accounts of Greece.



Table E Income and expenditure of households and private non-profit institutions

Million drachmae, current prices

41 561

85 915

45 355

95 913

50 425

107 713

59 332

124 814

84 657

150 675

96 874

184 078

106 568

226 740

130 688

287 193

135 735

354 545

165 600

435 000

84 287

20 453

94 963

22 841

108 264

25 397

118 825

27 421

156 350

31 318

183 608

38 664

217 992

47 956

251 105

61465

299 497

79 272

337 520

103 990

	 1969 1970 1971 1972 1973 1974 1975 1976 1977" 1978=

Agricultural income
Wages and salaries outside agriculture
Income from property

and entrepreneurship
Current transfers from government
Current transfers from the rest

of the world, net 8 319 10 337 14 090 17 259 21782 20 205 24 821 29 036 33 727 35 800

Income of households

and private non-profit institutions

less: Direct taxes

Disposable income

Consumption, residual component

Consumption by main expenditure

components*

food, drinks, tobacco
clothing, shoes
rent

durable household goods
other

1 Provisional data.
2 Estimates.

3 Based on direct estimate of private consumption, but includes non-residents' expenditure and excludes residents' expenditure abroad.
Source: Ministry of Coordination and Planning, National Accounts of Greece,

240 535 269 409 305 889 347 651 444 782 523 429 624 077 759 487 902 776 1 077 910

25 310 28 585 32 756 36 176 44 057 55 725 63 281 80718 104 630 136 360

215 225 240 824 273 133 311475 400 725 467 704 560 796 678 769 798 146 941 550

184 316 206 390 222 004 250 570 310041 386 834 462 451 546 814 643 768 759 350

187 363

82 738

20 438

22 552

9 210

52 425

210 538

87 835

26 775

24 555

10 960

60 413

228 953

93 041

29 737

26 666

11938

67 571

259 477

106 063

32 997

29 373

14 830

76 214

322 131

135 257

39 271

34 223

22 206

91 174

396 930

169 977

45 991

40 779

24 777

115 406

477 999

201 300

55 274

46 068

32 156

143 201

571 062

235 607

66 923

52 975

44 897

170 660

673 430

271 261

76 080

62 615

63 347

200 127

799 276

322 411

89 971

77 308

75 385

234 201



Table F Government revenue and expenditure
National accounts basis

Million drachmae

1969 1970 1971 1972 1973 1974 1975 1976 1977' 1978'

Central government

Current revenue

Direct taxes

Indirect taxes

Other

43 524

7 431

34 079

2 014

48 664

8 829

37 236

2 599

53 710

10 976

40 700

2 034

60 803

12 425

45 758

2 620

76 671

15 025

57 676

3 970

98 623

25 339

63 147

10 137

117 556

22 747

85 846

8 963

156 929

40 024

107 184

9 721

181734

38 620

133 000

10 114

219 540

51200

160 350

7 990

Current expenditure
Goods and services

Interest on public debt
Transfers and subsidies

38 892

27 043

2 167

9 682

43 169

29 751

2815

10 603

49 034

32 685

3 270

13 079

55 069

36 496

3 746

14 827

70 102

44 187

4 852

21063

101 605

63 835

7 139

30 631

131531

84 500

9 261

37 770

166 234

100 875

12 940

52 419

199 492

125 056

14 066

60 370

243 190

150 590

21 100

71500
§
R

Saving 4 632 5 495 4 676 5 734 6 569 -2 982 -13 975 -9 305 -17 758 -23 650 Hi

General government
a

1

Current revenue

Direct taxes

Indirect taxes

Other

71506

26 690

39 891

4 925

79 223

30139

43 406

5 678

86 924

34 791

46 833

5 300

99 269

40 024

52 526

6 719

121 440

47 978

64 826

8 636

150 836

64 023

71562

15 251

182 134

70 322

95 961

15 851

236 908

100 044

119 254

17 610

280 890

114 630

147 600

18 660

348 140

150 360

179 000

18 780

to
c

1

Current expenditure
Goods and services

Interest on public debt
Transfers and subsidies

59 053

33 872

2 167

23 014

66 021

37 742

2815

25 464

74 115

41 362

3 270

29 483

82 020

45 943

3 746

32 331

100 658

55 444

4 852

40 362

139 558

78 071

7 139

54 348

177 587

102 007

9 261

66 319

223 428

124 332

12 940

86 156

277 128

153 840

14 066

109 222

347 690

186 200

21 100

140 390

Saving 12 453 13 202 12 809 17 249 20 782 11278 4 547 13 480 3 762 450

1 Provisional data.
2 Estimates.

Source: Ministry of Coordination and Planning, National Accounts of Greece.



Table G Industrial production1

1968 1969 1970 1970 1971 1972 1973 1974 1975 1976 1977 1978

Total industrial production index 214 239 264 100 111 127 147 144 151 166 170 183

Mining and quarrying 158 183 217 100 114 118 133 136 133 143 149 145

Manufacturing 206 229 254 100 110 127 147 144 150 166 169 182

Food, beverages and tobacco 154 152 162 100 108 110 119 117 119 136 144 162

of which:
Tobacco 141 135 142 100 110 107 117 124 121 141 153 148

Food 150 154 161 100 106 107 114 108 113 130 130 156

Other manufacturing 230 265 297 100 110 131 153 150 158 173 175 186

of which:
Textiles 180 201 229 100 114 127 147 147 174 200 196 208

Chemicals 356 407 449 100 112 126 148 150 163 177 183 207

Non-metallic minerals 206 245 270 100 106 123 137 139 146 168 189 205

Basic metals 719 943 1075 100 111 136 161 163 158 169 141 177

Metal products 245 270 298 100 114 132 155 135 130 157 173 175

Consumer goods industries 194 209 231 100 110 121 139 138 150 168 172 186

Capital goods industries 260 313 355 100 109 131 150 149 151 161 158 171

1 1959 = 100 up to 1970, 1970 = 100 from 1970. Due to reweighting, data for the two periods arc not fully comparable.
Source: National Statistical Service of Greece, Monthly Statistical Bulletin.



Table H Prices and wages

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978

Consumer prices (1974 = 100)
Total 60.2 61.7 63.5 65.4 68.2 78.8 100.0 113.4 128.5 144.1 162.1

of which: Food 55.4 57.3 59.1 62.1 64.6 78.3 100.0 111.8 127.3 145.1 165.8
Alcoholic beverages and tobacco 84.0 84.1 84.1 84.1 84.4 87.8 100.0 117.4 127.4 134.8 145.8
Clothing and footwear 66.6 67.0 68.3 69.1 71.9 82.0 100.0 111.2 126.2 142.3 162.4

Housing 70.4 71.7 72.0 72.5 73.6 78.5 100.0 111.7 124.0 138.6 154.4

Durable goods and household
supplies 63.7 64.0 65.5 67.4 69.7 78.9 100.0 106.7 118.0 129.9 141.0

Transport and communications 53.4 57.1 59.4 60.9 66.1 72.8 100.0 119.6 133.4 143.4 152.4

Wholesale prices (1970 = 100)
Total

Finished products of local primary and
secondary production for home consumption

Local primary production
Local industrial production

Finished products of foreign origin
of which: Agriculture

Livestock

Food manufacturing industries,
except beverage industries

Manufacture of petroleum
and coal derivatives

Basic metal industries

Manufacture of metal products,
except machinery
and transport equipment

Manufacture of machinery and
appliances except electrical

Manufacture of electrical

machinery apparatus,
appliances and supplies

Manufacture of transport
equipment

Exported products of local primary
and industrial production

Agriculture
Livestock

100.0 104.5 111.1 135.4 177.8 192.6 219.6 249.7 275.4

100.0 102.5 106.7 127.5 171.0 185.3 209.2 236.2 261.0

100.0 104.9 111.4 138.0 169.3 184.4 219.2 250.2 281.5

100.0 101.7 105.0 123.9 171.7 185.6 205.7 231.4 254.0

100.0 113.1 127.4 154.4 197.7 220.7 253.8 284.4 321.1

100.0 100.0 106.7 152.5 224.1 158.6 184.6 260.2 364.4

100.0 106.4 118.7 161.9 173.3 172.7 192.3 203.6 235.6

100.0 117.0 169.2 201.4 369.3 413.6 378.0 396.1 417.7

100.0 143.5 134.7 196.8 371.2 411.8 549.2 588.7 644.7

100.0 87.7 93.3 137.7 211.4 150.5 182.4 169.2 194.9

100.0 113.4 123.8 147.6 184.7 225.0 262.9 296.2 347.5

100.0 107.9 117.3 137.2 157.2 182.9 222.8 260.6 296.3

100.0 104.2 113.2 126.6 140.6 166.9 187.2 205.1 240.4

100.0 106.6 127.5 140.2 158.1 180.8 229.2 274.2 338.3

100.0 102.8 110.6 148.5 184.4 189.9 224.6 269.4 284.0

100.0 101.3 118.1 202.6 233.0 216.0 248.1 353.9 373.9

100.0 97.3 117.0 155.7 159.0 150.9 210.7 232.3 261.0



Manufacture of textiles

Chemical industries
Manufacture of non-metallic

mineral products, except
petroleum and coal
derivatives

100.0 109.0 124.3 152.0 196.7 184.9 258.3 274.7 261.5

100.0 116.2 124.7 135.0 172.7 222.7 239.0 236.2 261.7

100.0 101.9 115.1 151.0 207.5 219.9 250.7 287.1 327.4

Average unit value1
Exports
Imports

111.3 112.2 100.0 110.4 104.1 136.0 177.0 196.6 215.5 236.6 250.2

104.7 104.8 100.0 103.5 112.6 134.6 195.4 233.1 259.8 272.4 302.4

Wages (1970 = 100)
Hourly earnings: manufacturing (wage earners)* 86 94 100 109 118 138 174 217 279 338 419

1 1961 = 100 up to 1969; 1970 = 100 from 1970.
2 Enterprises employing at least 10 persons.
Sources: Bank of Greece, Monthly Statistical Bulletin; National Statistical Service of Greece, Monthly Statistical Bulletin; OECD, Main Economic Indicators.
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Table I Exports by commodity group
Fob customs basis

$ million

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978'

Total 468.24 553.62 642.54 662.48 870.86 1 443.90 2 038.25 2 308.30 2 543.1 2 723.2 3 335.2

Food and live animals 133.70 128.88 147.29 167.70 217.24 306.68 391.98 512.88 571.0 686.7 757.7
Fruits, fresh and nuts 30.37 37.52 41.27 42.73 52.24 74.73 107.35 177.40 133.2 198.5 176.7
Fruits, dried 37.42 45.54 40.61 38.39 48.67 83.74 100.00 82.43 96.6 134.0 149.5

Beverages and tobacco 108.79 114.75 112.35 106.24 138.94 117.48 197.98 187.57 215.6 188.4 255.8
Tobacco, unmanufactured 99.85 102.71 92.47 86.48 113.86 77.21 170.31 156.60 177.2 151.3 211.4

Crude materials, inedible, except fuels 88.82 92.79 108.59 124.48 122.60 194.60 215.20 201.75 255.5 243.2 280.3
Cotton 34.73 30.26 41.15 53.64 40.80 80.63 52.71 32.08 44.5 34.8 42.4

Iron, sulphur and other minerals 31.47 37.38 43.36 44.83 47.64 69.81 40.11 120.70 150.4 148.3 161.5
Mineral fuels, lubricants 6.07 5.51 6.41 6.07 10.90 202.04 182.60 253.89 148.7 131.7 316.0

Animal and vegetable oils and fats 26.35 10.72 4.94 5.68 13.03 16.70 29.47 42.45 20.8 11.5 70.6

Fixed vegetable oils and fats 25.98 8.07 2.75 3.11 12.94 16.60 29.10 21.00 16.5 8.6 69.0
Chemicals 31.65 31.34 46.15 48.44 64.20 79.28 101.21 134.62 103.0 131.3 142.7

Manufactured goods classified chiefly
by material 77.42 144.58 183.59 159.57 229.95 391.23 710.56 659.14 804.1 864.7 1 053.0

Iron and steel 6.40 49.00 72.54 21.64 39.38 111.05 213.65 153.94 165.0 123.7 204.8
Aluminium 32.46 37.60 38.42 48.38 54.99 67.44 96.22 83.18 102.9 121.4 142.5
Textiles 14.00 23.10 36.80 47.30 78.70 130.00 185.00 175.00 240.4 279.4 327.9

Leather and leather products 11.90 17.31 16.12 16.57 21.80 33.53 50.74 49.40 58.2 74.3 72.8

Machinery and transport equipment 3.62 6.35 9.56 12.23 20.34 31.22 54.15 89.65 125.6 143.1 101.6

Miscellaneous manufactures 11.82 18.69 23.65 32.05 53.65 104.64 155.10 226.10 297.9 321.8 353.0

Clothing 5.55 8.16 8.65 9.28 17.66 48.39 79.63 133.30 198.5 214.4 249.5
Footwear 1.36 3.80 5.82 9.63 17.06 24.81 35.59 54.86 58.0 53.4 49.0

Non Original figures in drachmae have been converted into US dollars by applying a constant trade conversion factor of 30 drachmae per dollar from 1968 through 1972
and for 1974. For 1973 and 1975, average conversion factors of 29.65 and 32.25 were applied respectively, for 1976 conversion factor 36.889, for 1977 37.209, for 1978 37.090
(obtained from OECD, Overall Trade by Countries, Statistics of Foreign Trade, Series A).

1 Provisional data.

Sources: National Statistical Service of Greece, Statistical Yearbook ol Greece and Monthly Statistical Bulletin of Trade.
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Table J Imports by commodity group
Cif customs basis

$ million

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978'

Total 1 394.36 1 594.16 1 958.34 2 098.09 2 345.79 3 465.34 4 385.23 5 334.62 6 013.2 6 776.5 7 556.0

Total excluding ships 1 239.89 1 104.46 1 553.05 1 719.74 2 145.14 3 267.14 4 278.36 4 639.00 4 869.9 5 377.4 6 202.6

Food and live animals 168.05 182.15 189.05 234.44 234.30 392.69 459.00 473.97 456.0 521.7 615.6

Meat and live animals 77.19 74.08 95.45 106.28 104.50 186.07 64.46 77.84 134.9 192.4 260.9

Beverages and tobacco 1.82 1.88 2.49 3.52 4.84 11.43 9.45 6.59 10.3 13.9 22.0

Crude materials, inedible, except fuels 133.01 155.67 164.71 174.21 203.74 327.47 414.72 416.63 416.0 483.8 479.2

Wood 40.47 40.03 43.12 44.01 53.29 82.68 81.95 65.20 77.0 97.5 110.2

Wool, cotton, fibres 41.15 48.51 45.66 55.66 66.31 105.82 141.38 95.10 24.1 202.1 164.5

Mineral fuels, lubricants 100.50 118.61 134.65 153.44 231.17 426.02 974.37 1 180.77 1 227.0 1 030.9 1412.3

Petroleum, crude- 63.98 75.53 76.73 85.30 142.84 328.75 845.54 1 028.01 1 034.8 853.6 1 164.9

Petroleum products 28.35 32.51 38.00 54.42 72.28 74.54 82.00 93.51 . 145.5 222.2

Animal, vegetable oils, and fats 1.85 4.52 13.32 8.57 3.36 10.63 13.92 20.22 13.8 12.5 12.8

Chemicals 125.38 143.18 158.61 186.09 228.70 318.65 390.77 440.70 495.2 537.5 601.3

Medicinal products 38.05 43.06 47.28 52.26 58.22 74.52 76.20 92.03 92.6 109.2 130.0

Manufactured goods classified chiefly by
material 228.96 264.89 306.63 325.16 402.08 609.79 779.35 738.35 746.2 889.5 973.6

Textiles 47.37 53.43 53.11 59.55 67.37 92.30 101.29 82.10 88.7 155.8 164.3

Machinery and transport equipment 588.48 675.59 931.24 949.95 960.82 1 265.33 1 234.13 1 903.86 2 491.3 3 091.7 3 186.0

Ships and boats 154.47 189.70 405.29 378.35 200.65 198.20 106.87 695.61 1 143.3 1 399.1 1 264.5

Aircraft 28.65 61.60 24.91 20.35 33.82 99.50 23.75 14.42 54.5 23.1 14.0

Road motor vehicles 76.84 88.50 104.71 126.32 142.44 204.98 195.32 274.14 386.0 659.0 833.4

Other machinery and equipment 328.52 335.79 396.33 424.93 583.91 762.66 908.19 919.69 907.5 1009.9 1 074.1

Nora Original figures in drachmae have been converted into US dollars by applying a constant trade conversion factor of 30 drachmae per dollar from 1968 through 1972
and for 1974. For 1973 and 1975, average conversion factors of 29.65 and 32.25 were applied respectively, for 1976 conversion factor 36.889, for 1977 37.209, for 1978 37.090,
(obtained from OECD, Overall Trade by Countries, Statistics of Foreign Trade, Series A).

1 Provisional data.

Sources: National Statistical Service of Greece, Statistical Yearbook of Greece and Monthly Statistical Bulletin of Trade.



Table K Exports and imports by area
Customs basis

$ million

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978'

Exports, fob

Total OECD' 335.0 379.5 439.7 475.3 628.1 1043.1 1 372.1 1 497.7 1 603.8 1 614.2 2 044.0

OECD Europe 275.6 312.3 373.9 396.0 512.7 909.2 1 189.8 1 320.7 1 398.0 1 432.0 1 822.7
EEC 243.5 277.3 335.9 350.4 457.5 793.6 1 025.1 1 150.0 1 271.0 1 299.8 1 695.7

Germany 91.7 109.9 129.6 133.6 188.0 311.8 428.7 492.4 542.9 581.3 694.2
France 33.7 37.3 36.2 62.1 70.8 95.7 121.1 167.3 170.6 188.3 223.1

Italy 62.4 53.7 64.4 57.0 87.8 137.1 181.9 190.1 233.6 191.6 362.4

United Kingdom 19.4 25.5 38.2 28.4 28.7 101.1 116.7 100.0 105.3 136.4 145.0

Other OECD Europe 32.1 35.0 38.0 45.6 55.3 115.6 164.7 170.7 127.0 132.2 127.0
North America 49.7 57.4 52.3 64.9 92.1 112.7 142.4 132.1 173.7 150.5 173.8

Centrally planned economies 71.5 89.7 106.5 86.0 118.6 169.7 246.2 263.6 372.9 343.7 397.5
Other* 61.7 84.4 96.3 101.2 124.2 231.1 420.0 547.0 566.4 765.3 893.7

Total 468.2 553.6 642.5 662.5 870.9 1 443.9 2 038.3 2 308.3 2 543.1 2 723.2 3 335.2

Imports, elf

Total OECD1 1 082.0 1 253.4 1 585.9 1 712.9 1 881.3 2 667.9 3 055.8 3 110.2 3 175.3 3 701.5 4 114.8

OECD Europe 886.9 971.0 1 184.5 1 256.9 1 472.3 2011.4 2 251.2 2 340.3 2 451.0 2 973.7 3 422.0
EEC 753.0 826.0 976.1 1 067.1 1 289.6 1 736.6 1 897.3 2 004.9 2 131.0 2 602.3 2 990.3

Germany 256.9 307.2 363.4 408.8 489.6 676.6 714.0 713.5 798.2 927.7 1 075.3

Italy 143.6 143.3 163.9 192.7 256.8 316.3 376.1 431.7 466.4 602.1 738.3

United Kingdom 134.9 142.3 168.8 153.9 163.8 195.4 202.8 204.6 211.8 289.4 289.5

Other OECD Europe 133.9 144.9 208.4 189.8 182.7 274.8 353.9 335.4 320.0 371.4 431.7
North America 116.5 165.6 133.7 204.5 164.4 307.6 453.1 438.7 440.4 372.4 339.7

Centrally planned economies 111.6 96.9 101.5 104.8 128.6 189.7 204.1 298.3 384.1 375.8 591.0
Other* 200.8 243.8 271.0 280.3 335.9 607.7 1 125.3 1 926.1 2 453.7 2 699.3 2 850.2

Total 1 394.4 1 594.2 1 958.3 2 098.1 2 345.8 3 465.3 4 385.2 5 334.6 6 013.2 6 776.5 7 556.0

Note Original figures in drachmae have been converted into US dollars by applying a constant trade conversion factor of 30 drachmae per dollar from 1968 through 1972
and for 1974. For 1973 and 1975, average conversion factors of 29.65 and 32.25 were applied respectively, for 1976 conversion factor 36.889, for 1977 37.209, for 1978 37.090,
(obtained from OECD, Overall Trade by Countries, Statistics of Foreign Trade, Series A).

1 Provisional data.

2 Including Australia and New Zealand.
3 Including United Kingdom, Ireland and Denmark.
4 Including ships for 1975, 1976, 1977, 1978.
Sources: National Statistical Service of Greece, Statistical Yearbook of Greece and Monthly Statistical Bulletin of Trade.



Table L Balance of payments, OECD basis

$ million

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978'

Exports, fob 465 530 612 625 860 1231 1803 2 030 2 228 2 522 2 999

Imports, fob* 1 124 1291 1535 1751 2 197 3 642 4 243 4 565 5 005 5 783 6 607

Trade balance -659 -761 -923 -1 126 -1337 -2411 -2 440 -2 535 -2 777 -3 261 -3 608

Invisibles, net' 400 403 503 751 957 1223 1207 1471 1690 1979 2 355

of which: Travel 78 101 139 231 297 402 318 489 673 817 1 103

Transportation 88 69 57 88 112 53 242 166 213 327 265

Migrant remittances 239 277 343 458 567 735 673 782 803 925 985

Current balance -259 -358 -420 -375 -380 -1 188 -1233 -1064 -1087 -1282 -1253

Long-term capital (excl. spec, trans.) 203 212 290 269 534 688 522 475 512 633 798

Basic balance -56 -146 -130 -106 154 -500 -711 -589 -573 -645 -455

Short-term private capital, including
errors and omissions 93 140 48 47 53 226 151 -73 -135 -51 -297

Balance

on non-monetary transactions 37 -6 -82 -59 207 -274 -560 -662 -708 -696 -752

Private monetary institutions
short-term capital -1 1 50 125 146 202 187 275 600 679 729

Balance on official settlements 36 -5 -32 66 353 -72 -373 -387 -108 -17 -23

Use of IMF credit 	 	 _ _ _ _ 43 186 67 -42 -33

Miscellaneous official accounts 	 9 123 138 66 216 204 35 197 165

Allocation of SDRs 17 15 16

Change in reserves (+= increase) 36 -5 -6 204 507 -6 -114 3 -6 138 110

(a) Gold 10 -10 -13 -18 26 1 4 1 1 10 13

(b) Currency assets 26 5 -3 217 458 -7 -78 13 -6 89 93

(c) Reserve position in IMF 	 10 _ -42 42 3

(d) Special Drawing Rights 5 23 2 -11 -1 -3 1

1 Provisional data.

2 Original figures for imports are on a cif basis. They are adjusted to fob basis by deduction of 10 per cent representing the estimated cif-fob margin.
3 Services debits include 10 per cent of imports as in approximation of the freight content of imports not recorded in original figures.
Sources: Bank of Greece, Monthly Statistical Bulletin and direct communication to the OECD.

O



Table M Money and banking

Million drachmae, end of period

1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1978'

Money 45 241 48 972 54 326 61798 76 055 93 138 1 1 1 474 128 887 160 002 187 038 228 771

Currency in circulation 33 094 35 441 38 878 43 007 50 556 64 859 80212 91 647 111 721 132 214 160 444

Sight deposits 12 147 13 531 15 448 18 791 25 499 28 279 31 262 37 240 48 281 54 824 68 327
Private 7 446 8 256 9 781 11459 16 654 19 020 19 992 24 014 28511 33 377 42 543
Public entities 4 041 4 615 4 764 6 230 7 524 7 982 8 835 11 042 15310 18 941 21415

Public enterprises 660 661 903 1 102 1321 1277 2 435 2 183 4 460 2 505 4 369
Quasi-money 71278 87 098 107 748 134 725 167 878 188 381 226 783 294 052 370 896 469 041 591 765

Savings deposits 46 646 56 012 69 609 87 532 106 694 116 481 141518 188 984 239 661 302 742 380 770
Time deposits 8 966 12 267 15 859 21483 28 353 32 287 39 870 52 680 70 272 87 341 118 443

Private 8 629 11785 15 388 21 189 27 966 31 609 38 670 51042 67 922 83 787 113 562
Public entities 337 482 471 294 387 678 1 200 1 638 2 350 3 554 4 881 g

Other deposits 15 666 18819 22 280 25 710 32 831 39 613 45 395 52 388 60 963 78 958 92 552
hi

Total money and quasi-money 116 520 136 070 162 074 196 523 243 933 281519 338 257 422 939 530 898 656 079 820 536 8

Total bank lending by sector 91 823 111 004 134 390 162 816 199 149 237 725 286 284 353 793 442 317 547 990 664 717
t>3
3

Private sector 76 039 92 424 113 277 138 502 171 657 202 600 243 229 302 823 379 337 475 823 584 029
3

a
Agriculture 13 489 15 025 17 744 21422 26 383 33 718 44 523 55 260 66 537 90 160 110 193 a

Manufacturing and mining 33 781 40 117 48 827 59 999 72 808 84 676 104 520 136 785 170 749 214 148 268 732
CÎ'

of which:
to
C

Short and medium-term 24 671 28 917 34 700 42 195 49 955 56 145 70 184 94 772 121 162 153 680 194 333 3
Pô

Longrterm 9110 11 200 14 127 17 804 22 853 28 531 34 336 42 013 49 587 60 468 74 399 "5
Trade 11 185 13 276 14 890 16 601 18 699 22 432 24 534 31 198 41 908 55 057 66 094
Housing 9 742 14 040 17 581 21702 27 454 31 831 33 111 37 008 43 462 53 923 67 800
Other 7 842 9 966 14 235 18 780 26313 29 943 36 541 42 571 56 681 62 536 71211

Public sector 15 783 18 580 21 113 24 314 27 492 35 125 43 055 50 971 62 981 72 166 80 688

Public enterprises 5 906 7 379 9 334 11538 13 891 19 354 25 003 30 619 38 606 43 721 53 233
Public entities 5 050 6 136 6 999 7 955 9 677 11 807 11 708 12 708 14 283 15 584 18 182

Gov. purchasing agencies 4 827 5 065 4 780 4 821 3 924 3 964 6 344 7 644 10 092 12 861 9 273

By lending institution
Bank of Greece 4 294 4 461 5 097 5 083 4 380 9 049 10 433 12 334 13 660 15 952 12 067
Commercial banks 42 327 50 437 60 296 72 759 89 567 100 369 120 995 161 556 213 504 267 593 335 682

Special credit institutions 45 202 56 106 68 997 84 974 105 202 128 307 154 856 179 903 215 153 264 445 316 968

1 Provisional data.

Source: Bank of Greece, Monthly Statistical Bulletin.
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BASIC STATISTICS: STERNATIONAL COMPARISONS

Reference period Units Australia Austria Belgium Canada Denmark Finland France Germany Greece Iceland Ireland Italy Japan
Luxem¬

bourg
Nether¬

lands

New

Zealand Norway Portugal Spain Sweden
Switzer¬

land Turkey
United

Kingdom
United

States
Yugo¬
slavia1

Population Mid-1977 Thousands 14 073 7 520 9 830 23 316 5 089 4 740 53 084 61400 9 268 221 3 180 56446» 113 860 355 13 853 3128 4 043 9 773 36 672 8 255 6 327 42135 55 919 216 817 21 775
Inhabitants per sq. km » Number 2 90 322 2 118 16 96 247 70 2 45 187 302 137 410 12 12 106 73 20 153 54 229 23 85
Net average annual increase Mid-1967 to Mid-1977 % 1.8 0.3 0.3 1.3 0.5 0.3 0.7 0.4 0.6 1.1 0.9 0.7 1.3 0.6 1.0 1.4 0.7 0.7 1.1 0.5 0.4 2.5 0.2 0.9 0.9

Employment Total civilian 1977 Thousands 6000 2 988 3 711 9 754 2414 2101 20 884 24 488 (3 167) 98» 1022 19 847 53 420 147 4555 1215 1824 3 781 12 462 4099 2 817 14151 24 550 90 546 9 234'
of which: Agriculture, forestry, fishing » % of total 6.6 11.8 3.3 5.7 9.1 12.9 9.6 6.8 (28.4) 14.2 23.1 15.9 11.9 5.9 6.3 11.6 9.0 32.5 20.7 6.1 8.5 55.8 2.7 3.6 42.6

Industry4 » » 32.5 40.6 37.9 28.9 30.4 34.8 37.7 45.3 (30.3) 37.9 30.3 38.6 35.4 45.1 33.2 34.6 32.3 33.1 37.4 34.3 42.7 13.6 40.0 (28.9)
(67.5)

21.2
Other » » 60.9 47.6 58.8 65.4 60.5 52.3 52.7 47.9 (41.3) 47.9 46.6 45.5 52.7 49.0 60.5 53.8 58.7 34.4 41.9 59.6 48.8 30.6 57.3 3^2

Gross domestic product at market prices 1977 US $ billion11 95.8 48.0 79.2 200.3 46.0 30.2 380.7 516.2 26.2 1.9 9.4 196.1 691.2 2.8 106.4 14.2 35.6 16.3 115.6 78.3 60.6 44.8 244.3 1 878.8 33.95
Average annual volume growth' 1972 to 1977 % 3.3 3.6 3.2 4.2 2.5 2.4 3.3 2.3 3.8 3.5 3.2 3.0 4.5 1.5 3.0 1.9 4.7 3.8 3.7 1.3 -0.5 7.2 1.8 2.6 5.7
Per capita 1977 US S» 6 810 6 380 8060 8 590 9040 6 360 7 170 8 410 2 830 8 680 2940 3 470 6 070 7 700 7 680 4 550 8 800 1670 3 150 9 480 9 580 1 170 4 370 8 670 1 560

Gross fixed capital formation 1977 % of GDP 23.1 27.2 21.2 22.7 23.3 26.7 22.6 20.9 23.0s 27.3 24.7 19.8 29.9 25.8 21.1 22.7» 36.6 20.4 21.5 20.5 20.7 25.8 18.1 17.5 34.3
of which : Transport, machinery and equipment » » 7.4» 10.6 6.4 7.6 7.4 10.3 8.3 8.4 7.6 14.7 8.5 13.8 8.6" 8.6 13.3 5.5» 8.9" 8.5 6.9 9.0 7.3

Residential construction » » 4.6" 7.1 6.0 7.7 6.9 7.5 5.9 7.1 5.8 14.0 5.5 6.9 7.6»» 5.8 4.9 2.8» 4.2 3.7 3.3 4.8
Average annual volume growth' 1972 to 1977 % 1.0 2.1 2.9 4.5 -0.3 -0.2 1.5 -1.1 -1.4 4.9 1.8 -0.2 4.4 0.3 0.9 8.1 -1.6" 3.7 -0.4 -5.0 10.3 -0.6 0.3 l.\

National savings ratio1* 1977 % of GNP 18.3 24.6 21.7 21.3 18.8 27.2 23.4 24.2 19.9 27.1 17.0 22.1 32.2 38.3» 23.5 23.6 23.2 11.0 20.2 16.7 26.5 17.2 20.3 17.7 35.2

General government

Current expenditure on goods and services 1977 % of GDP 16.3 17.3 17.3 20.3 24.3 20.4 14.9 20.0 15.9 11.2 18.6 14.0 19.1 15.4 18.3 18.7 18.7 14.0 10.3 28.5 12.9 14.5 20.8 18.4 17.4
Current transfer payments » » 9.6 20.6 22.0 12.4 15.8 14.5 24.8 19.5 11.6 13.3 22.7 9.2 28.7» 30.9 24.6 15.8» 12.7 24.4 15.3 9.2 13.9 11.6
Current revenue » » 25.9 43.0 41.8 36.4 45.5 43.5 42.2 43.5 29.4 35.6 37.7 24.5 52.8» 54.0 51.2 28.3» 26.7 60.9 34.3 21.6 40.0 32.0 43! 1

Net OFFICIAL development assistance 1977 % of GNP 0.5 0.2 0.5 0.5 0.6 0.2 0.6 0.3 0.1 0.2 0.9 0.4 0.8 1.0 0.2 0.4 0.2

Indicators of living standards

Private consumption per capita 1977 US J11 4000 3660 5000 4 870 5 080 3 250 4450 4 690 1 890 5 200 1900 2 220 3 510 4 760 4480 2 590» 4940 1260 2 180 5 140 6 100 810 2 580 5600 849
Passenger cars, per 1 000 inhabitants 1976 Number 366 243 279 388»» 265 218 300 308 55 298 175 283 163 367 273 383 253 107 148 350 281»° 11 255 505 80
Telephones, per 1 000 inhabitants » » 395 303 300 596 494 409 293 343 238 411 150 271 426 442 391 515 366 119 237 689 634 28 394 721 66
Television sets, per 1 000 inhabitants 1975 » 274 247" 255 411 308 306 268 306 126 234 192 213» 235 257» 259" 259 255 65 184 352 273 12» 320 571" 159

1.4Doctors, per 1 000 inhabitants » » 1.41* 2.1 1.9 1.7 1.6 1.4 1.5 2.0 2.0 1.6» 1.2 2.1 1.2 1.1 1.6 1.3 1.7 1.3 1.8» 1.7 1.8 0.6 1.3 1.6
Access to higher education16 » % of relevant age group 39.7 15.9» 34.4" 49.8» 36.3» 24.5 31.4» 24.2» 31.0 34.3» 21.1» 40.3» (9.8)1» 29.3» (31.1)» 21.8" 43.2
Infant mortality1' » Number 14.3 20.5 14.6 15.0» 10.6 10.2» 12.6 15.7 24.1 11.1 18.4 20.7 10.1 14.8 10.6 16.0 10.5» 37.9» 18.9 8.3 10.7 16.0 16.1 39J

Wages and prices Average annual increase
Hourly earnings in industry18 1972 to 1977 % 16.9 11.9 15.4 12.5 16.4 16.7 15.7 8.7 23.2 33.6 20.0 24.4 16.4 12.0 13.2 15.0 17.5 23.2 11.7 5.8 27.5 16.5 8.1
Consumer prices » % 13.1 7.7 9.7 8.9 10.8 14.5 10.3 5.7 16.1 34.7 16.1 16.5 12.9 8.6 8.7 13.0 9.4 21.1 16.6 9.6 5.6 30.0 16.3 7.7 18.6

Foreign trade

Exports of goods, fob 1977 US $ million11 13 260 9 792 37 488' 41556 10068 7 680 63 516 117 936 2 724 516 4 392 45 036 80496 43 680 3 219 8 712 2 028 10 223 19 080 17 544 1 753 57 516 120 168 5 254
As percentage of GDP » % 13.9 20.5 47.2 21.1 23.3 25.7 16.7 22.9 10.6 27.2 47.7 23.0 11.7 41.1 22.4 24.5 11.9 8.8 24.3 28.7 3.9 23.5 6.4 16.2

2.9

9 634

Average annual volume increase 1972 to 1977 % 2.7 6.0 4.8 3.7 3.5 2.8 6.3 6.7 11.3 9.0 6.1 10.5 5.4 2.9 4.9 1.8 8.6 1.6 5.9 1.8 6.7 6.4
Imports of goods, cif 1977 US $ million" 12 240 14 208 40 248' 39 540 13 260 7 620 70 488 100 704 >780 612 5 388 47 556 70 809 45 600 3 379 12 876 4 956 17 835 20112 17904 5 796 63 696 147 852

As percentage of GDP » % 12.8 29.7 50.7 20.1 30.7 25.5 18.5 19.6 26.3 32.2 58.6 24.3 10.3 42.9 23.5 36.2 29.2 15.4 25.7 29.3 12.9 26.1 7.8 29.7

7.2Average annual volume increase 1972 to 1977 % 5.9 7.3 5.8 5.4 4.3 1.5 5.5 5.5 5.1 6.3 1.4 3.8 3.8 1.8 8.1 3.4 3.8 3.6 1.5 8.7 3.1 45

Total official reserves End-1977 US $ million 2 384 4 244 5 761' 4 608 1671 570 10194 39 737 020 100 2 372 11629 22 848 	 8 065 445 2 200 1377 6 590 3 668 13 830 630 21 057 19 390

13.1

2600

26.9As percentage of imports of goods In 1977 % 19.5 29.9 14.3' 11.7 12.6 7.5 14.5 39.5 15.0 16.3 44.0 24.5 32.3 17.7 13.2 17.1 27.8 36.9 18.2 77.2 10.9 33.1

1 Partly from national sources. 7 Including Luxembourg. 3 1972.
20 1975.

2 Total resident population. 8 F»i.i"dhig ship» operating overieai .

4 1976.
21 1971 to 1976.

3 Private and socialised sector. 9 Fiscal year beginning April lit. 3 figures are not itnctly comparable due to différence! in coverage. For more detaib see " Educa
4 According to the definition used in OECD : Labour Force Statistic» : mining, manufacturing, conetraction 10 1973. lion»! Matistics Yearbook - Volume 1 (1974) and volume 2 (1975) - OECD, Paris ".

and utilities (electricity, gas and water). 11 At current prices and exchange rates. 6 1974. Non Figures within bracket» are estimates by the OECD Secretariat.
5 Social product.
6 At constant prices. J2 fONP - (Priv. con* + Pub. com.)j x ^

17 Deaths in lint year per 1 000 live births.
18 Figures are not strictly comparable due to difference» in coverage.
19 Privai*.

Sources: Common to all subjects and countries: OECD: Labour Force Statistics, Main Economic Indi¬
cators, National Accounts, Observer, Statistic» of Foreign Trade (Série» A); Office Statistique des Communautés
Européenne», Statistique* de baie de la Communauté; IMF, International Financial Statistics: UN, Statistical
Yearbook.
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Munksgaards Bothandel,
Nerregade 6. 1163 KOBENHAVN K. Td. (01) 12 8370
FINLAND - FINLANDE

Akatccminen Kirjakaupp»
Keskuskatu 1. 00100 HELSINKI 10. Td. 623.901

FRANCE

Bureau del Publications de l'OCDE.
2 rue Andté-P»sc»l. 73773 PARIS CEDEX 16. Td. (1)324.81.67

Principal correspondant :
13602 AIX -EN-PROVENCE : Librairie de l'Université.
Td. 26.18.08

GERMANY - ALLEMAGNE

Alexander Horn,
D - 6200 WIESBADEN. Spieldgasse 9
Tel. (6121) 37-42-12

GREECE - GRÈCE

Librairie Kauflmann, 28 rue du Stade,
ATHENES 132. Td. 322.21.60

HONG-KONG

Government Information Services,
Sales and Publications Office, Bcacomfidd House. 1st floor.
Queen's Road. Central. Td 3-233191

ICELAND - ISLANDE

Snaebjom Jonsson and Co., h.f.,
Harnarstrani 4 and 9, P.O.B. 1131, REYKJAVIK.
Td. I3I33/I428I/1I936

INDIA - INDE

Oxford Book and Stationery Co.:
NEW DELHI. Scindia House. Td. 43896
CALCUTTA. 17 Park Street. Td.240«32

ITALY - ITALIE

Libreria Commissionaria Sansoni:

VU Lamarmora 43. 50121 FIRENZE. Ta 379711
Via Banolini 29, 20133 MILANO. Td. 363083
Sub-depositari:
Editrice c Librcria Herder,
Piazza Montecilorio 120, 00 186 ROMA. Td. 674628
Libreria Hoepli. Via Hoepli 3. 20121 MILANO. Td. 863446
Libreria Lanes, VU Garibaldi 3. 10122 TORINO. Td. 519274
La dilTusionc ddle edizioni OCSE é inohrc assicurata dalle miglkrri
librerie ndle citli più importami.

JAPAN - JAPON

OECD Publication* and Information Center

Akasaka Park Building, 2-34 Akasaka, Minalo-ku,
TOKYO 107. Td. 586-2016

KOREA - CORÉE

Pan Korea Book Corporation,
P.O.Box nMOI Kwangwhamun. SÉOUL. Td. 72-7369

LEBANON - LOAN

Documenta Scientific*/ Redico,
Ediion Building. Bliss Street. P.O.Box 5641. BEIRUT.
Tel. 354429-344425

MALAYSIA - MALAISIE

University of Malaya Co-operative Bookshop Ltd.
P.O. Box 1127, Jalan Pantai Bam
Kuila Lumpur. Malaysia. Td. 51425, 54058. 54361
THE NETHERLANDS - PAYS-BAS

Staatsuilgeverij
Chr. Plamijnstraat
3-GRAVENHAGE. Td. 070814511

Voor hestdlingen: Td. 070-62455 1

NEW ZEALAND - NOUVELLE-ZÉLANDE

The Publications Manager,
Government Printing Office,
WELLINGTON: Mulgravc Street (Private BagX
World Trade Centre. Cubacade, Cuba Street,
Rutherford House, Lamblon Quay. Tel. 737-320
AUCKLAND: Rutland Street (P.O.Box 5344). Tel. 32.919
CHRISTCHURCH: 130 Oxford Tee (Private Bag). Tel. 50.331
HAMILTON: Binon Street (P.O.Box 837). Td. 80.103
DUNED1N: TAG Building. Princes Street (P.O.Box 1 104),
Tel. 78.294

NORWAY - NORVÈGE
J.G. Tanum A/S
P.O. Box 1177 Sentrum

Karl Johansgate 43
OSLO 1 Til (02)8012 60

PAKISTAN

Mirz» Book Agency. 65 Shahrah Quaid-E-Azam, LAHORE 3.
Tel. 66839

PORTUGAL

Livraria Portugal, Rua do Carmo 70-74,
1117 L1SBOA CODEX.

Tel 360582/3

SPAIN - ESPAGNE

Mundi-Prensa Libros, S.A.

Castello 37. Apartado 1223, MADRID 1. Td. 275.46.55
Libreria Bastioos, Pelayo. 32, BARCELONA 1. Td 222.06.00
SWEDEN - SUÈDE

AB CE F rrues Kungl Hovbokhandd.
Box 16 356. S 103 27 STH. Regeringsgatan 12.
DS STOCKHOLM. Td. 08/23 89 00

SWITZERLAND - SUISSE

Librairie Payot. 6 rue Grenus, 1211 GENÈVE 11. Td. 022-31.89.30
TAIWAN - FORMOSE

National Book Company.
84-5 Sing Sung Rd.. Sec. 3. TAIPEI 107. Td. 321.0698

THAILAND - THAÏLANDE

Suksit Siam Co.. Ltd.
1715 Rama IV Rd.

Samyan, Bangkok 5
Td. 2511630

UNITED KINGDOM - ROYAUME-UNI
H.M. Stationery Office. P.O.B. 569.
LONDON SF.l 9 NH. Tel. 01-928-6977. Ext. 410 or
49 High Holbom. LONDON WC IV 6 HB (personal callers)
Branches at: EDINBURGH. BIRMINGHAM. BRISTOL.
MANCHESTER, CARDIFF. BELFAST.

UNITED STATES OF AMERICA
OF.CD Publications and Information Center. Suite 1207.
1750 Pennsvlvania Ave.. N.W. WASHINGTON. D.C.20006.
lei. (202)724 1857

VENEZUELA

Libreria del Este. Avda. F. Miranda 52. EdKcio Galipan.
CARACAS 106. Tel. 32 23 01/33 26 04/33 24 73

YUGOSLAVIA - YOUGOSLAVIE

Jugoslovenska Knjiga. Terazije 27. P.O.B. 36. BEOGRAD.
Tel. 621-992

Les commandes provenant de pays ou IYJCDE n'a pas encore désigne dc dépositaire peuvent être adressées à :
OCDE. Bureau des Publications, 2 rue André-Pascal, 73775 PARIS CEDEX 16.

Orders and inquiries from countries where sales agents have not yet been appointed may be senl to:
OECD, Publications Office, 2 rue André-Pascal, 75775 PARIS CEDEX 16.
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