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10.00 THE ROLE OF THE BANKS IN THE COUNTRY 

Mr Nicolaos Kyriazidis 
Deputy Governor 
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10.40 Refreshments 

11.10 GREECE AND THE EUROPEAN COMMUNITY 

Mr John S. Pesmazoglu 
President of the Parliamentary Committee to the. EEC 

11.40 THE EFFECT OF A TENTH MEMBER ON THE EUROPEAN COMMUNITY 

Mr J.O. Krag 
Former Prime Minister of Denmark 

12.10 Forum 
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Chairman: 
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Vice-Chairman 
The First Boston Corporation 
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Mr P.G. Callimanopoulos 
General Manager 
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09.30 THE LONGER TERM FUTURE FOR GREEK SHIPPING 

MrJ.O. Udal 
Managing Director 
Eggar, Forrester Limited 

09.55 FINANCE FOR GREEK SHIPPING- PRESENT PROBLEMS AND 
FUTURE OPPORTUNITIES 

Mr Thomas C. Shortell 
"Vice-President 
Citibank NA 

10"20 Forum 

10.40 Refreshments 

11.00 THE GREEK SEAMEN- BACKBONE OF THE INDUSTRY 

Mr E. S<iitis 
General Secretary 
Pan-Hellenic Seamen's Federation 

11.25 Dl RECT RESULTS OF THE RE-OPENING OF SUEZ AND ITS 
IMPLICATIONS FOR GREEK INDUSTRY 

Mr C. Caldis 
Technical Director 
Hellenic Shipyards Co 

1L50 PANEL DISCUSSION: THE FUTURE FOR THE GREEK SHIPPING INDUSTRY 

12.20 TOURISM AND ITS EFFECTS ON THE GREEK ECONOMY 

Mr G.D. Daskalakis 
President 
National Tourist Organisation of Greece 

12.55 Aperitifs and Lunch 

15.00 MEDITERRANEAN STABILITY- PROBLEMS AND PROSPECTS 

Mr Stefano Silvestri 
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15.35 FOREIGN INVESTMENT IN GREECE 

Mr W.B. Cook 
Managing Director, Esso Pappas 

16.00 THE ROLE OF GREECE AS A REGIONAL CENTRE 

Mr Minos A. Zombanakis 

16.25 FORUM 

6.40 Closing remarks from the Chair 
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Chairman: Mr Marc Lee 
Conference Director 
Financial Times 

Guest Speaker: The Rt Hon Roy Hattersley,MP 

Reply from: 

Minister of State for Foreign and Commonwealth Affairs 
in the British Government 

THE EUROPEAN COMMUNITY AND GREECE 

Professor Xenophon Zolotas 
Governor 
Bank of Greece 



INFORMATION 

An information desk will be set up in the foyer adjoining the conference · 
room and will be staffed to handle delegates' enquiries and personal 
messages. 

Coffee, tea and cocktails will be served in the area adjoining the 
conference room. 

All participants are invited to attend the Reception and Dinner arranged 'at 
the Grande Bretagne Hotel on the evening of 4 June. 

Copies of papers available will be distributed to delegates at the end of each 
session. In addition, a bound set of speakers' papers will be forwarded 
approximately three weeks after the conference. 

Arranged by the: 

FINANCIAL TIMES 
BANK OF GREECE 
OLYMPIC AIRWAYS 
and 
INVESTORS CHRONICLE 

Organised by: 

Marc Lee 
Conference Director 
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Conference Manager 
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DOING BUSINESS WITH GREECE 

Athens Hilton - Greece 

THE GREEK ECONOMY·- ITS PROBLEMS AND PROSPECTS 

H.E. Mr Panayotis Papaligouras 

Minister of Planning and Co-ordination 

1. RECENT TRENDS 

3 & 4 June 1976 

I would lik~ to take this opportunity - offered by the timely organised 
conference by the Financial Times on the subject "Doing Business in G~eece" 
- to give you a short account of the current conditions of the Greek economy 
and prospective trends. I will try to explain the reasons behind the Govern­
ment's optimism with respect to the country's future course of development 
without attempting to conceal the weaknesses of the economy ~ mainly of a 
structural nature - that we have to overcome during the years ahead. Sincer­
ity is the sound basis of any mutually beneficial co-operation. Anyone who 
is interested in doing business or undertaking other entrepreneurial initia­
tives has to be fully aware of all the advantages that are provided by a fast 
growing economy, as it is the case in Greece, but also of the shortcomings 
that are naturally present in any country in the process of industrialisation. 

Between 1952 and 1967, that is, between the time when the country started 
to recover from a long war and the year of the colonels' usurpation of 
power, the Greek 'economy managed to achieve a high and stable rate of 
development with relative price stability and no excessive strains in its 
external accountse 

The strong momentum of the economy had sustained the upward movement of 
the economy during the first years of the dictatorial regime. The comple­
tion of a series of major investment projects, which had been designed and 
started before the coup, contributed decisively to maintaining a high rate 
of growth~ But the over-expansive and irrational economic policies pursued 
by the dictatorial regime have unavoidably ended in an open and galloping 
inflation. Towards the end of 1973 and the beginning of the following year,' 
the dictators, under panic, attempted to react by excessively stiff and 
clumsy anti-inflationary measures which resulted in a dramatic curtailment 
of the real income of the working classes. Their impact was reinforced by 
the serious repercussionS of the incipient recession in th~ world economy 
especially upon the country's invisible earnings, with the result that real 
gross domestic product in 1974 declined by approximately 1 per cent while 
the rate of price increase reached 26.9%. Indeed the greatest failure of 
the dictators in handling the economic affairs of the country is that, having 
lost touch with the real economic situation, they failed to take the necessary 
measures to reduce the repercussions of the international crisis on the Greek 
economy. On the contrary, they kept pursuing a series of totally inconsist­
ent policies which finally placed the country at the top of the list of OECD 
countries with respect to the rate of inflation. 
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Amidst these and other serious problems, the democratic government that 
assumed power in July 1974 and its successor after the November elections 
launched a cautious policy for bringing the economy back onto a growth path 
while containing inflation and restoring equilibrium in the balance of 
payments. Thanks to the measures.taken, gross domestic product during 1975 
increased by approximately 3.7% and the rise of the consumer prices was 
reduced to 13.7%. Judged against the background of the recession in the 
country•s major trading partners and for an economy as open as the greek 
one, this can be considered as a real success. The revival with relative 
price stability has continued during the first months of the current year. 
According to available estimates real GDP will increase during 1976 by as 
much as 5%. On the other hand, price developments during the first four­
month period of 1976 indicate that the initial forecast of a 10% increase 
in the price level during 1976, seems well within reach. Closing 1976 it 
is confidently expected that the Greek economy will be poised again for 
rigorous growth with relatively stable prices and a satisfactory balance 
in its external transactions~ 

2. SOME STRUCTURAL PROBLEMS 

Despite the rapid increase in production, the rise in the standard of living 
and the very considerable structural improvements achieved during the last 
twenty years, the Greek economy is still handicapped by some of the typical 
characteristics of an economy in the process of developmentG Taken as such 
these traits no doubt constitute real weaknesses. But from the point of 
view of the prospects for development they provide challenging opportunities 
for rapid improvemento 

The dynamism of the agricultural sector seems to be far below that of the rest 
of the economy. The unfavourable age structure of the agricultural labour 
force, the inadequate farm size and the land fragmentation, the comparatively 
low proportion of irrigated farmland - the expansion of which has been given 
top priority by the present government - and the inadequate adjustment of 
the composition of the agricultural output in relation to demand seem to 
be among the most important factors responsible for the low and slowly 
increasing agricultural production. 

Notwithstanding the rapid growth in output of the manufacturing sector, firms 
are still in many cases of a small size, with limited specialisation and 
with relatively inadequate access to modern technology. In spite of the 
fact that some important lines of production have become internationally 
competitive, there can be little doubt that rigorous and sustained growth 
calls for larger, mar~ integrated, export oriented and aggressive enter­
prises. In this respect the scope of mutually beneficial co-operation with 
foreign firms is very wide indeed. 

The country's balance of payments continues to be the main growth constraint 
of the economy. In spite of.considerable improvement during the last two 
years, the trade balance remains in deficit with export earnings covering 
only about a third of the disbursements for imports. Considering the level 
of the country's per capita income the exportable component of its output 
is still comparatively low. Although the large and quickly growing foreign 
exchange earnings from invisibles and the regular inflow of capital have 
reduced considerably the dimensions of the problem the relatively heavy 
dependence on these sources, precarious by their.very nature, calls for 
some concern~ 
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It should be added that a concomitance of unfortunate developments, to which 
I have already referred, widened deficits and rendered substantial borrowing 
from abroad inevitable, something whi.ch the country managed to avoid before 
the dictatorial regime, Still the cost of debt servicing remains within com­
fortable limits (it is well below 10 per cent of current foreign exchange 
earnings) and net foreign borrowing during 1976 is expected to be limited. 
It is indeed remarkable how smoothly and quickly the economy is absorbing 
the shock of recent unfavourable developments. 

Another set of problems refers to the heavy concentration of population and_ 
economic activity in the two major urban centres at the expense of the rest 
of the country. Though large urban concentrations providing large markets 
for products and factors of production help in expanding modern·industrial 
units they entail increased social costs and have a detrimental effect on 
the environmente 

3. PROSPECTS FOR FUTURE GROWTH 

Greece is a country which has firmly entered upon a path of rigorous and 
sustained growth and has proved its capacity to achieve structural re­
adjustments, even under hard conditions. The remaining manifestations of 
underdevelopment constitute inviting opportunities for imaginative enter­
prise. 

The sustained and rapid growth of the country's income over a long period, 
which the economic policy blunders of the dictatorial regime and the 
exceptionally unfavourable developments in the international economic scene 
slowed down but did not reverse, is a clear indication of the latent growt.h 
potential of the economy. 

The country's labour supply, though no longer as abundant as in the past, 
has still got considerable margins for expansion both in the short-run, in 
the form of a readily available pool, and in the long-run through the gradual 
increase.in the labour participation rates (currently low by international 
standards) and the utilisation disguised unemployment in agriculture. 

The country's labour force has the physical capabilities, the alertness and 
the necessary level of education to render it efficient and productive under 
modern production circumstances, as this is witnessed not only by the record 
of Greek migrants abroad but also by the performance of Greek workers and 
technicians employed domestically in industries using the most modern and 
sophisticated technology. Obstructive labour militancy and resistance to the 
introduction of technological improvements is totally foreign to the prevail­
ing spirit of the Greek workers or trade unions. Minor sectoral shortages 
may arise and some problems in providing special skills may be encountered 
but these will be faced as they materialise. With the expected natural in­
crease in the labour force, the absorption of the currently unemployed in 
the urban sector, a minor increase in the female labour resources from the 
agricultural sector, there will be sufficient labour available to fill the 
new jobs expected to be created during the coming years. The relatively easy 
labour market conditions constitute an important asset for the expansion of 
the manufacturing sector where foreign participation has an important role 
to play. 

Even though the savings ratio suffered a setback during the last years, it 
is expected with confidence that it will soon and quickly recover to its 
pre-recession levels, and in conjunction with the already attained compara­
tively high level of per capita income will provide the domestic resou~ces 
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necessary for the financing of the planned rate of growth. 

In view of the stage of development of the Greek economy, foreign investment 
and financing, which have always been encouraged and which have provided a 
considerable slice of the country's investible resources are confidently 
expected to continue and enhance their role. To this effect the necessary 
protection is constitutionally safeguarded and the system of incentives is 
designed to be sufficiently attractive. 

Another major source of growth is the country's mineral and energy resources. 
The recent oil strike off the island of Thassos and new mineral discoveries 
provide sufficient evidence for the .richness of Greek subsoil. In fact possi­
bilities seem to exist along so many lines that despite their inherently 
uncertain character it seems highly unlikely that at least some of them 
will fail to materialise. 

In spite of a temporary setback in international tourism, owing to the 
international recession, the country's natural historical and cultural 
environment, will continue to constitute an important asset not only for 
the tourist industry per se but also for the growing importance of the 
country as an international centre in the Eastern Mediterranean area. Its 
geographic location, its future membership in the Common Market, its in­
creased international accessibility, its traditionally close ties with the 
countries in the Eastern Mediterranean area and the comparatively high 
standard of the country's services sector render it an attractive 'base for 
any operation in the wider region of the Middle East and North Africa. This 
is clearly evidenced by the spectacular expansion of the activity of Greek 
construction firms in those areas. 

The export performance of the manufacturing sector despite its handicaps, 
is another most encouraging development. Industrial exports, mainly light 
and medium, have registered very high rates of increase in the recent past, 
and amount to a good deal more than 50% of the export bill. A very large 
number of producers are already in export business in a regular way and 
every year many new items join the list, thus paving the way for continued 
rapid growth. A significant feature of these accomplishments is that an 
important part of manufactured exports derives from small production units, 
which until recently were considered as a liability on account of their 
assumed lack of competitiveness. This is an exceptionally encouraging 
development showing that the existing handicraft and manufacturing estab­
lishments have a latent potential for exports and international competitive­
nessc 

Finally, the prospective accession of the country to the European Community 
will strengthen its growth capabilities, encourage and facilitate a faster 
structural readjustment thus accelerating and consolidating the country's 
forward movement. 

4. BASIC OBJECTIVES AT THE NEW PLAN 1976-80 

To combat the economy's structural weaknesses and take full advantage of 
its potential for growth, the new five year development plan, is being 
formulated within the framework of the following objectives: 

First: A rate of increase of output and income fast enough to permit a 
fuller exploitation of the country's growth resources but not exceeding 
the limits which are determined by the maintainance of a relative stability 



of the domestic price level and an acceptable and decreasing deficit in 
the balance of payments, 

Second: The development of industries exploiting domestic mineral or 
ener.gy resources and industries which contribute to the vertical integration 
of production filling important gaps in the country's industrial structure, 
particularly those with strong export orientation, The government has already 
taken active measures for encouraging private enterprise to act in this direc­
tionG In cases in which the response of private initiative to these incen­
tives will be clearly inadequate direct government action will be undertaken 
through channels that have recently been established. 

Third: The restoration of a relative price stability by maintaining a rate 
of price increase close to the mean average of the price rises in Greece 1 s 
major trading partners, Though firm forecasts in this respect cannot be 
made yet, the recent record shows that the gradual containment of inflation 
without stifling growth can be accomplished. 

Fourth: The narrowing down of the deficit in the balance of current account 
thus paving the way for a long run equilibrium in the balance of payments. 
It is, thus, expected that by 1980 the final deficit before compensatory 
finance, as a percentage of GDP, will drop to half of what it stands today. 

Fifth: An improvement in the distribution of income among classes and 
regions ie a more balanced regional development and a reduction of income 
inequalities among the major recipients of national income. Important 
measures in this direction have already been taken and more will be done 
after a systematic study of all aspects of the problem~ 

Sixth: A relatively fast expansion of the country's social services thus 
improving the quality of life and the general welfare of the Greek popula­
tion. 

In fulfilment of the above objectives, the planned rate of growth was 
tentatively set at the level of 6-7 per cent, which is in line with the 
growth trends of the last twenty years. Compared with the anticipated 
growth rates in Western Europe this rate is higher by at least two per­
centage points. This difference implies that by the end of the period the 
gap between Greece and its partners in the European Community will be sub­
stantially reduced. 

To support this relatively fast growth rate and the high capital intensity 
of some new major industrial projects, fixed investment expenditure is 
projected to increase by an average rate somewhat higher than 10 per cent 
per annum which will bring the investment to GDP ratio from 24 per cent in 
1975 up to nearly 30 per cent in 1980. As the rate of growth gradually 
increases, together with the fiscal policy designed to be pursued, it is 
reasonably expected that the savings ratio will increase again following 
its regular upward trend~ Thus, under normal conditions, domestic capacity 
to finance the necessary investment expenditures should not present a serious 
problem. 

Regarding the capacity of the private business sector to absorb the financial 
resource~ available domestically, though investment activity in some sectors 
appears to be currently rather sluggish, as in most Western countries, rapid 
growth is observed in others and all indications point to a_satisfactory 
revivaL A number of new important industrial projects that will strengthen 
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the industrial structure of the country are in an adv?nced stage of preparation 
and contracts for some of them - as for instance a new alumina plant and an 
expansion of an existing iron~nickel facility ~ have already been signed. 
Investment activity ~ill also be encouraged by the government in the field 
of exploiting the country's mineral deposits. Furthermore a bank consortium 
has been set up to support such initiativeso 

It is in this connection that Greece invites international co-operation more 
than in any other respect. Direct foreign investment in IDanufacturing, 
foreign participation, transfer of technology and any other fruitful method 
of co~operation both with the private sector as well as with the public, will 
be welcomed on terms that current underlying conditions in Greece will render 
mutually beneficial. 

The achievement of the target rate of development is not considered as an 
end in itselfo It will simply furnish the government and the economy with 
the means for upgrading social services, for reducing inequaiities without 
hampering growth, and will provide the favourable background necessary for 
overcoming some of the structural weaknesses that ·can hardly be dealt with 
in the context of a stagnant or even slowly growing economy. It is, 
accordingly, a major objective of the new programme to expand investment 
in improving social services such as education - especially technical 
education ~ and medical care. Special emphasis will also be given to re~ 
dressing the current inequity in the provision of social services between 
the capital and Salonica on the one hand, and the rest of the country on 
the other. Internal migratory flows, which have seriously upset the regional 
balance have rendered the problem more urgent and acute. Strong incentives 
will be provided for decentralising economic activity by the creation of 
infrastructure, especially by speeding up the programme of organising 
industrial zones and ancillary facilities. Preference will be given to 
selected provincial centres chosen on the basis of location, labour availa­
bility, existing facilities or traditional expertise. Finally, special 
consideration will be given to promoting production and investment in 
sectors or in ways that contribute to an improvement in the structural 
characteristics of the economy ~ even at the expense of a higher current 
growth ~ so that sound premises are laid for a sustained long run growth 
of the economy. 

In conclusion one might say that, at least in their majority, the short~ 
comings and problems facing the Greek economy today are a manifestation of 
still unexploited potentialities that render the margins for further growth 
and development very wide indeed. The government and the country are fully 
up to the challenging task of taking advantage of them. 
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It is both a pleasure and an honour for me to address myself to such a 
distinguished audience as the one which is assembled today in this room, 
For a country whose economic development and progress depends so much on 
international collaboration, the contact of the local leaders of economic 
activity with their foreign colleagues becomes imperative. Only thus can 
a constant flow of information be insured and only thus can the general 
lines of a closer collaboration, beneficial to all interested parties, be 
perceptively and realistically drawn. 

l. INDUSTRIALISATION AND ECONmUC DEVELOPMENT 

During the post-war years the Greek economy has shown an impressive rate of 
development, which within twenty-five years brought it to levels of activity 
very close to those of .developed economiesg The GNP, in constant values, 
increased during the 1950-1975 period at an average annual rate of 6.3%, 
while the international trade of the country (imports and exports) increased 
at an average annual rate of approximately 25%. The overall developmental 
endeavour was characterised by internal monetary stability, since, during 
the 1955-1973 period consumer prices increased at an average annual rate of 
only 2.5%, the lowest of all countries-members of the OECD; and the average 
per capita income, at constant 1958 prices, increased from $125 in 1950 to 
$860 in 1973; in other words, it increased sevenfold within twenty-three 
years. In current values, the per capita income of Greece amounted to $2130 
in 1975. 

The greatest part of the developmental effort in our country was based on 
industrialisation, which was accomplished at a relatively fast rate. The 
product of the secondary sector increased at an average annual rate of 9.2% 
during the 1950-75 period, as against a rate of 3.4% of the primary sector· 
and a 6% of the services sector. Already the secondary sector represents a 
35% of the GDP, as against a 20% in 1950. At the same time, the endeavour 
for improvement of the country's balance of payments was also based on 
industrialisation, and exports of industrial products now represent almost 
2/3 of the country's total exports, as against a 15% duri~g the first years 
of the 1960's. 

The citation of these specific basic figures of the Greek economy gives a 
brief picture of the progress accomplished, and of the long-term tendencies 
which govern it" Private initiative successfully and responsibly carried 
the weight of the developmental effort, utilised efficiently the significant 
infrastructure which was created during the same period, and contributed to 
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its improvement" Responding to the expectations, it created the proper climate 
for the further economic progress to start becoming self-sufficient to a great 
extent. 

The industrialisation accomplished was not the result of chance factors. The 
effort made during the last twenty years, and which continues despite the 
restraining factors of the international economic recession during the last 
two years, was based on a socioeconomic environment favourable for industrial­
isation. This environment was formed by the special characteristics of the 
Greek economy and of the encouraging policy measures taken at various times, 
whose aim was to strengthen the developmental foundation and to exploit more 
fully the country's economic resources. 

2. LABOUR FORCE 

During the first postwar years the Greek economy was basically an economy 
of intensive use of manpower. In the agricultural sector as well as in the 
industrial one, the proportion of labour to the other factors of production 
remains, even today, quite higher and the productivity of labour relatively 
lower than the respective values of the developed countries of the OECD. This 
contributed to the fact that the cost of labour continues to be relatively low, 
which becomes one of the comparative assets of the country, in comparison with 
the other European economiesQ 

At the same time, the surplus of human labour led to an increase of external 
migration during the whole period, but primarily during the decade of 1960-
70. During the past few years, however, this tendency has apparently been 
reversed. Thus, apart from the migrant remittances, which constituted an 
important factor in the inflow of foreign exchange during the total post-war 
period, we have also the beneficial effects of the repatriation of industrially 
disciplined and trained workers. It is expected that in the immediate future 
this category of workers will constitute a dynamic element for the further 
economic development of the country. 

The utilisation of the labour force, which constitutes the apparently most 
basic foundation for industrialisation, was based on the simultaneous develop­
ment and expansion of higher technical education, and the establishment of 
secondary technical and vocational schools. Thus technical education undertook 
the task of bridging the gap between higher scientific personnel and unskilled 
workers, and of producing all kinds of skills indispensable for a modern and 
rationally co-ordinated productive process. 

Systematic technical and vocational training is offered both by the govern­
ment and by private initiative. At the same time, on-the-job training 
procedures and re-training of the already employed labour force were succ<ss­
fully applied in many cases and industry has shown particular interest in 
any governmental initiative related to the re-education and recycling of 
manpower, and closely collaborated with the government in this area. Today, 
apart from the technical schools, approximately sixty training schools func­
tion, under the supervision of the Department of Labour, within the industries, 
combining theoretical preparations and practical on-the-job training for the 
students. Approximately twenty-five schools for the retraining of workers 
are also functioninga 

The rapid development of industry and the enlargement of individual enter­
prises, created a relative shortage of management personnel. During the last 
few years, however, the problem has been considerably reduced, especially in 
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the larger manufacturing firms, where the collaboration of foreign management 
with young Greeks with post-graduate studies in Greece or abroad, gave satis­
factory resultso The transplantation of tested management methods and their 
adaptation to Greek conditions had best results in those cases in which the 
collaboration of local enterprises and foreign firms took the form of joint 
venturesQ This, of course, was natural, since the foreign partner has at 
his disposal the experience from the application of analogous methods abroad, 
and the Greek partner has the knowledge of the local conditions and of the 
peculiarities of the domestic market, both for products and for production 
factorso The use of foreign personnel in the higher positions of the tech­
nical and administrative staff, and their payment in foreign exchange trans­
ferable.abroad are permitted, under the condition that the enterprises were 
founded on the basis of law 2687/1953, or under the condition that residence 
and work permits were grantedo Moreover, certain special accommodations are 
granted to foreign personnel, apart from their total equilisation with the 
natives, as to the rights of the employees. 

3o CAPITAL AND TECHNOLOGY 

In respect to the creation of productive capital, the rapid development has 
produced special needs and pressure. Gross capital investment, which con­
stituted the 13% of the gross national expenditure during the 1951-53 period, 
has reached 26% twenty years later. Private investments realised during 
this period were, of course, based on domestic private savings, but a con­
siderable part was covered by the inflow of capital from abroad. It is 
estimated that, of the one trillion drachmas which constituted the total 
net investments made during the 1951-75 period, an 18% was covered by 
transfers of capital from abroad, and the rest was covered by domestic 
sources~ 

Special legal arrangements provide special treatment for the attraction and 
protection of the foreign capital invested in our country, while its protec­
tion has also been secured by the Constitution, so as to be strengthened and 
absolutely insured. 

Special arrangements also provide for the repatriation of foreign capital 
and profits under the best conditions, both for the country and for the foreign 
investors. The inflow of foreign capital is not conducted totally in a mone­
tary form, but also in the form of machinery and other equipment. This way 
part of the transfer of technology in the country, which needs modern produc­
tion methods and know-how, has been realised. 

Greece is a member of the International Union for the Protection of Industrial 
Property, and offers full legal, administrative and judicial protection, 
according to the international standards now in force. Inventions are pro­
tecteq with a priority for foreign citizens of the countries-members of the 
International Union, while the industrially exploitable results of research 
can obtain special financing, according to a decision of the Currency Commi-

'· ttee. Foreign patents listed in Greece receive equal protection with Greek 
.ones, and corresponding protection is rendered to trademarks and packaging 
rights. Finally, the vacancies which .might be presented by the existing 
legislation concerning industrial protection are covered by the law concern­
ing unfair competition. This law also offers protection to foreigners, under 
the condition of reciprocity, and among others insures the commercial and 
industrial secretso 

The protection offered to foreign investors primarily concerns the insurance 
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of property, the maintenance of a fixed status quo, the re-export of capital, 
profits and interests and the securing of taxation privileges. The properties 
of enterprises which either were founded or substantially assisted by foreign 
capital are exempted from any compulsory expropriation. The afterwards 
unilateral alteration by the government of conditions agreed upon by an 
approved administrative act is not permitted, and, in the very few cases 
where it was proved necessary to be done, due to harmful clauses, it was 
carried out with a new negotiation and with mutual understanding and agree­
ment. 

Experience up to now has shown that the attraction of foreign capital in the 
form of participation and technical or commercial collaboration with Greek 
enterprises enriches the Greek industry with new technology and accelerates 
the specialisation of manpower in modern production techniques. 

It is true that the domestic market for capital has not managed to develop 
at a satisfactory pace, so as to fully meet the developmental needs of the 
industry. This deficiency was covered to a great extent by the banking and 
credit system of the country, through which a great part of the financial 
capital required by economic development was channelled. The result was the 
noted growth of the banking activity, in the form of both the expansion of 
Greek banks and the creation of special banking institutions for the financ­
ing of investments for industrial development, and the establishment in 
Greece of branches of foreign banks and the creation of special banking insti­
tutions for the financing of investments for industrial development and the 
establishment in Greece of branches of foreign banks, which, apart from other 
things, also served our transactions with the foreign countries and investors. 

The stock market and the more direct contact of savers with the investing 
enterprises has still not assumed a developed form, despite the fact that 
under the present conditions the structure of the banking system and the 
existing investment institutions cover the needs for financial capital to an 
adequate extent. 

On the other hand, technology and know-how have the greatest relative impor­
tance of all production factors for Greek economy. The conditions under which 
Greek economy moved towards development rendered its dependence on foreign 
technology inevitable. Past experience has proved that the best way for the 
realisation of the transfer of technology is collaboration between Greek and 
foreign enterprises and the common undertaking of investment programmes. 
Research and development do not occur in Greece at the rate required by 
economic growth. And this because the expenditures which research activity 
requires are significant and cannot be made possible by the scale of operation 
of Greek industrial enterprises. Furthermore, the application of technical 
methods which have been tested and which have proved efficient abroad are, 
most of the time, better for Greek enterprises. In the past, the application 
of these very methods in our country has been successful, thanks to the 
scientific personnel it has at its disposal, and which has all the required 
qualifications for the transfer of foreign technological methods to the Greek 
production system~ 

Legal protection of foreign patent rights are provided for the transfer of 
technology and special regulations cover the payment of royalties to the 
foreign firms. The agreements contracted by local enterprises with foreign 
patent beneficiaries are accepted and secured by the Greek government. In 
general, the transfer of technology, either incorporated in the machinery 
and installations imported or independent and based on the application of 
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methods by means selected by the Greek firms. In many instances the transfer 
of technology, the inflow of capital, the investments and the productive and 
export activity are closely interconnected', thus constituting part of the 
same p:r·ocess e 

4. MECHANICAL EQUIPMENT AND RAW MATERIALS 

Industrialisation was based in a large degree on the import of raw materials 
'and equipment. The development of domestic enterprises of industrial equip­
ment, not of course of high technology, was, hOwever, notable. The contribu­
tion of domestic raw materials and productive sources was also notable in the 

·overall developmental effort. 

The production of electrical energy increased and continues to do so at a 
fast rate, based, to a great extent on hydroelectric power and domestic lignite 
production. 

The sector of mining also made considerable progress, while a large part of 
the ore extracted is exported after it has undergone partial or total pro­
cessing. Despite this fact, much remains to be done for the fuller exploita­
tion of the country's mineral resources, which are of a quite considerable 
size. 

On the other hand, the recent discovery of petroleum and gas opens new 
horizons and perspectives for the securing of energy sources, after the oil 
crisis which inevitably struck Greek economy also, and for the further 
development of the petrochemical industry. 

5. THE LOCATION OF INDUSTRY 

The fast rate of growth and industrialisation, with the concu~rent rise of 
, the other activities, created problems in the geographical placement of the 
various economic activities in the Greek space. In the beginning, industrial 
activity was concentrated in the urban centres and the markets for products, 
especially around the district of the Capital, with a result the demand for 
special intensive efforts for a balanced regional development. Today special 
incentives for regional decentralisation. are being appliedt aimed at the 
propulsion of industry toward provincial centres, and especially toward the 
regions where industrial development is deemed most necessary, but also where 
the cost of land is significantly lower. 

Industries were established and developed especially along the Athens-Salonica 
and the Athens-Patras axes, while their concentration around other poles has 
begun, especially in industrial areas designated by the governmenta The 
incentives provided for this reason include increased depreciation rates, 
tax exemptions of invested prOfits, return of interest rates, lower contri­
butions of the employer to the social security agences etc. 

6. THE MARKET FOR PRODUCTS 

All the above-mentioned facts are related with production and delineate the 
existing climate and conditions from this aspect. 

However, the picture of the entrepreneurial environment cannot be completed 
solely from this aspect. The development of Greek economy and particularly 
of industry was based to a great extent on the formation.of the total_demand 
for products both of the domestic market and from abroad, especially during 
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the last decade. The rate of development achieved assumed the production 
of goods needed for the formation of the appropriate infrastructure. Thus, 
along with the branch of construction, the branches of cement industry, 
steel industry, the production of metal products and of machinery and appli­
ances were developedo 

At the same time the improvement in the living conditions and the increase 
of the per capita income were favourable elements for the further develop­
ment of traditional branches of consumer goods and the establishment of new 
manufacturing industries in undeveloped brancheso Especially impressive was 
the development of textiles, clothing and footwear manufactures, household 
appliances, chemical and pharmaceutical products and plastics. A correspond­
ing development occur~ed in the sectors of the various services, particularly 
in tourism, since the geographical location and the climate conditions of 
the country are especially favourable for this activity. 

Concerning the satisfaction of domestic demand for manufacturing products, 
certain traditional branches of industry today cover the largest part, of the 
market. The branches of food, drinks, tobacco, textiles, clothing and foot­
wear, wood and furniture, leather, non-mineral products and electric household 
appliances belong in this category. The further development of these branches 
will be primarily based on the acceleration of their export. 

Co~siderable margins for development based on domestic demand and the possi­
bility of further substitution of imports exist for the remaining branches, 
which include primarily the intermediate and certain capital goods. Such a 
substitution was also noted in the past with respect to finished industrial 
products. The possibility of strengthening the competitiveness of Greek 
products will depend on the encouragement of private initiative and on the 
maintenance of conditions of healthy competition in the market. The pers­
pectives in this direction are quite favourable. 

Greek manufacturing products are becoming known and favourably received 
abroad~ Foreign demand was especially strong, as can be seen from the data 
mentioned in the beginning. The improvement of quality and their production 
in accordance to international standards played an important role in thiso 

The full incorporation of Greece in the European Economic Community antic~­
pated in the near future, according to all the evidence existing today, will 
definitely favour the effort for further industrialisation. Of course, it 
is recognised by all that Greek economy in its totality and, more specifi­
cally, manufacturing industry, will have to undergo certain essential 
adjustments: organisation, institutional etco However, our experience since 
the Association Agreement of 1962 until today justifies every optimistic 
forecasto In the fourteen years which have passed since the Association: 

The country's GNP has increased by 126%, as against 62% of the 
Community of the Nine, 

Exports increased at a rate double that of the Community and their 
composition changed radically. 

Our trade with the Community developed copiously, so that today the 
Community absorbs half of our exported food and drinks {as against 
32% in 1962) and more than 1/3 of our industrial exports (as against 
14,5% in 1962}, 
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' But also apart from Europe, Greek products have achieved·a notable penetration 
of other regions of the world. The expansion of our _foreign markets is also 
within the general framework of our developmental effort. Greece has signed 
various bilateral or multilateral agreements with other countries. The most 
important of these concern trade, taxation, economic collaboration and 
transportation. 

The development of our trade with countries of the Middle and Near East, 
Africa and Eastern Europe has been especially worth mentioning lately. 
However, in this instance the geographical position of Greece as compared 
to the petroleum-producing. countries of the Middle East, with the great 
concentration of wealth created in these countries by the new prices of 
oil and consequently_with their extremely rapid rate of development consti­
tutes a factor of decisive importance. Greece exports primarily pharmaceu­
tical, chemical and textile products, machinery and accessories, electrical 
appliances_,~ cables and iron pipes, transport equipment, cig.arettes, foods, 
leather and wood products to the Middle East and African countries. 

On -the other hand, leather goods, plastics, cotton goOds, minerals, cables, 
tobacco and wood products are primarily exported to the Eastern European 
countrieso 

The outlook for acceleration of these tendencies in this direction is with 
no doubt good. The traditionally excellent relations of Greece with t~e 
countries of the Middle East and Africa and the re-opening of the Su~z 
Canal constitute two basic factors supporting the favourable forecasts. 

It is apparent that the problem is not so much a· matter of markets, a·s it 
is a matter of development of industrial units and industrial productio·n:· 

In conclusion, I would like to emphasise again that the general climate 
within which Greek industrialisation is asked today to continue its develop­
mental role is indubitably especially favourable. The internal political 
stability, the international economic relations of the country,. its geo­
graphical location, the infrastructure of an adequate manpower, the 
anticipation of our ~ncorporation in the European Community and the expected 
recovery of the international economy, formulate, in our opinion, a very 
favourable environment and a very suitable framework for a steady. and 
uninterrupted industrialisation in this country~ 
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Any discussion of the role of the banking system in financial and economic 
development'has to take account of the institutional framework that prevails 
in the particular case consideredo General principles are not ~ecessarily 
applicable in all cases although they are extremely useful in defining the 
limits of each particular type of institution. 

The chief characteristic of the Greek financial system is the extremely 
pronounced predominance of commercial banks. The capital market plays a 
less than marginal role in the supply of finance of development or risk 
capital. The stock market is relatively thin and the spread of stock owner­
ship with few exceptions is not sufficient to sustain conditions under which 
the investor could be assured that he could liquidate his holding at any 
time at an equitable pricea There is no money or over the counter market 
and no commercial paper market which can provide alternative instruments 
for the placement of the liquid holdings of the public. Recent issue of 
negotiable instruments but this market is bound to take time to develop. 

The dominant position of the commercial banks in the financial system is 
sufficiently indicated by the fact that they handle nearly 3/4 of total 
private deposits which constitute the almost unique source of supply of 
loanable funds outside the Central Bank and about 2/3 of total deposits 
in the country. Furthermore it has been expanding very rapidly with an 
average deposit growth rate of over 20% per annum over the past fifteen 
years. 

The commercial banks in these conditions are the chief recipients of the 
liquid savings of the public. They enjoy something close to a monopoly of 
financial intermediation, a monopoly mitigated first by the central bank 
and the control that it exercises over the resources of institutional 
savers, such as social security funds, and the Post Office Savings Bank 
which is the major competitor of the Commercial Banks for the savings of 
the public and second by the specialised credit institutions which have 
been established and operate with government support in order to cover 
either the credit requirements of specific sectors such as the Agricultural 
Bank or the National Mortgage Bank or the longer term finance for invest­
ment which the commercial banks are not able to provide. In these circum­
stances the commercial banks have to assume a global role considerably 
beyond what academic orthodoxy would indicate. 

Thus, the commercial banks are called upon (a) to meet the short-term 
financial requirements of the private sector outside agriculture, (b) to 
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provide the bulk of the medium to long term financial support required by 
the private sector for investment and (c) to supply the major proportion 
of the borrowing requirements of the government particularly for the finance 
of the public investment programme. 

In a developing economy the financial dominance of the commercial banks and 
the global nature of their activity do not necessarily constitute a drawback. 
On the contrary they present certain advantages. In the first phase the 
monetary authorities are thus in a position better to exercise the proper 
control over the volume and overall distribution of credit that the mainten­
ances of monetary stability and development priorities require without undue 
speculative disturbancesG 

In the second phase, and this is not immediately obvious but perhaps more 
directly relevant to our subject, the fact that the commercial banks are the 
major suppliers both of short-term finance allows them to play a crucial role 
in promoting and maintaining a healthy capital structure in the private sector 
which is an essential factor of stability in a rapidly growing economy and a 
fundamental prerequisite for the future development of a healthy capital 
market. The next step in this development is the establishment and provi­
sion of the financial support required to specialised institutions which 
should in due course assume the burden of merchant and investment banking 
operations in parallel with the proper development of the capital market. 
This is a process of institutional change which has already started with 
satisfactory results, through increasingly significant activity of the 
investment banks established by the two major commercial banking groups and 
the Hellenic Industrial Development Bank. It is important. that it should be 
continued both in the direction of the development of the operations of the 
existing investment banks as well as through initiatives such as the newly 
established investment company, with an important capital endowment supplied 
by the four major investment banks in the country, the purpose of which is to 
support and to provide risk capital for major business ventures. 

A number of major initiatives in the industrial field had already in the 
past been undertaken directly by the commercial banks and this has been a 
significant contribution of the banking system to industrial development. 
Commercial banks, however, by their nature are not appropriate institutions 
for the assumption of the entrepreneurial risks that such initiatives on a 
large scale imply. In the particular case of Greece in which there is an 
extremely high degree of concentration of the banking system (close to 85% 
of total commercial banking operations are carried out by the two biggest 
banking groups of which the largest one alone accounts for nearly 60% of 
the total) the expansion of the role of commercial banks in promoting new 
business ventures on the scale required by a growing economy would imply the 
assumption of risks to a degree that is not permissible from the point of 
view of the stability of the credit system. The role of the Banks therefore 
in this direction is likely to diminish in favour of specialised institutions 
such as the existing private investment banks, the Hellenic Industrial and 
Mining Investment Company or the state supported institutions such as the 
Hellenic Industrial Development Bank which can better act as risk capital 
suppliers, underwriters or intermediaries between entrepreneurs and the 
public in raising risk capital and arranging the financing of major indus­
trial investment projects. Secondary refinancing mechanisms required with 
direct access to appropriate financial resources from the public. Such 
mechanisms are in the process of being developed. 

Another particularly important aspect of the banks role in support of the 
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development of investment and entrepreneurship in the Greek economy is their 
unique position as a link between the Greek business community and the world 
financial and trading markets. As an example I would like to mention the 
crucial and decisive role that they have played in supporting the expansion 
of activity of Greek contracting firms in the Middle East and Africa. This 
has been a particularly important recent development which has already had 
multiple direct and indirect beneficial effects on the Greek economy but more 
importantly opens the way for much wider possibilities in the future. Further­
more, the development of the private sector in Greek economy over the coming 
years in the light of the prospects outlined by the Minister of Co-ordination 
and Planning will require substantial access on the part of the Greek business 
community to appropriate sources of finance as well as substantial direct 
investment in technologically advanced fields. Given the knowledge of Greek 
conditions and the Greek business community, their financial strength and 
their international relations, the banks are in an exceptionally favourable 
position to become the channel of communication and_ the intermediaries 
between Greek businessmen and investors and the rest of the world to become 
in fact the moving agents in the promotion of a flow of investment beneficial 
to the foreign investor, their Greek partners and the Greek economy. The 
accession of Greece to the European Community opens very wide possibilities 
for such activities in parallel with the expansion of business opportunities. 
It is ln this field that the international banks established in Greece can 
play a crucial role and provide an addition of major significance to the 
resources of entrepreneurship which the Greek business community and the 
Greek banking system can mobilise. It is the policy of the Government and 
of the Central Bank to support and encourage this type of activity which 
should increase conSiderably in scale and importance over the next few years~ 
No less significant than the financial resources themselves are the advice 
and assistance that the banks can provide to the business community in 
establishing the proper international links, in obtaining information, in 
finding the proper technical advice and support across the frontiers in this 
increasingly interdependent world. 

The banking system in Greece is a highly dynamic one. It has been growing 
over the past fifteen years at a considerably faster rate than its Western 
European counterpartse The presence of a significant number of major 
international banks has also endowed it with a new international dimensione 
These developments have enhanced its flexibility as well as its ability to 
handle wholesale banking operations and to participate in the activity of 
the international financial community. The prospects are that it will con­
tinue to expand in the international field and to diversify its operations. 
It has now to provide the necessary impetus under the guidance and with the 
support of the monetary authorities to the developing parallel financial 
institutions such as an active money market and a healthy capital market in 
the wider acceptance of the term. It will thus further enhance its flexibi­
lity and strength as well as its contribution to the modernisation, growth 
and progress of the Greek economy in the wider European framework. 
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The argument in this article is based on three main considerations which, 
in the writer's view, are not adequately taken into account in discussions 
on Greece's proposed accession to the European Community. The first point 
is that Greece already is and has been for more than 13 years an associate 
member of the EEC, In accordance with the Agreement of Association of 1962, 
import duties are already completely eliminated on about two-thirds of Greek 
industrial imports from the Community and for the remainder they are reduced 
to about half their 1962 level. By 1984 all trade impediments between Greece 
and the Community should be removed and their policies in agriculture and 
other key sectors harmonised, By the same year Greece will have also fully 
adopted the Common External Tariff. A declared objective of her association 
is full membership and there is a contractual obligation of the Community ' 
(under Article 2 of the Association) to provide financial resources designed 
to facilitate the accelerated development of Greece with a view to implement­
ing the objectives of the Association. The second consideration is that the 
effects of the association have, on the whole, been positive, although con­
siderably weaker than those expected or necessary for a deeper transformation 
of the Greek economy. Despite the extensive disorganisation caused by 
dictatorial rule during the seven years following the coup d'etat of April 
1967, the Greek economy appears to have shown considerable capacity of 
adjustment to a unified European economy, The third consideration refers 
to the generally accepted political implications of the Community's activi­
ties and policies. There are strong general influences associated with 
common action in agriculture, regional development, the management of demand 
and exchange rates, problems of energy and trade. with third countries and with 
a joint approach to the re-organisation of the international monetary and 
trading system, There are.significant political aspects in support of 
Greece's full membership, which are of importance to both Greece and the 
Community, 

Greece's relationship with the Comm~nity has been longer and eVen now is in 
certain respects more advanced compared to that of the United Kingdom, Denmark 
and Ireland. Full membership given a reasonable transitional period, as 
provided in the Treaties for the United Kingdom, Denmark and Ireland, would 
accelerate by two or three years Greece's integration, due to be completed 
by 1984, according to the Agreement of Association. 

The argument put forward in this article is briefly the following. Greece 
and the European Community are committed by an Agreement of Association to a 
relationship leading to the full integration of the Greek economy in the 
emerging unified'European economy. Greece's ~ntegral participatio~ in the 
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institutions and procedures of the Community is a necessary consequence of 
the advanced stage of her association. Regulations concerning detailed 
aSpects of the customs and economic union with the Community increasingly 
require Greeceijs active presence in the decision-making processe Had it 
not been for the existence of the dictatorship, Greece would have applied 
to join the EEC in the early 1970s and probably become a full member at 
the time of the first enlargement of the Community. The proposed accession 
reflects the will of the great majority of the Greek people to confirm, 
deepen and strengthen their relationship with the Community" The Greek 
initiative for accession is an expression of the belief in the necessity 
of a European entity designed to protect the particular character and 
legitimate aspirations of the European peoples" This attitude reaffirms 
Greek confidence in European integration despite some recent difficulties 
or delays in developments within the Community and irrespective of the 
rate of advance towards a European Union" The opinion is widely held in 
Greece that the European Community, especially with progress towards 
political union, would lead to a new type of strengthened and advanced 
democratic society and would reinforce peace, justice and progress in 
Europe and throughout the world, 

The Commission's 11 0piniori 11 

The problems usually mentioned in connection with Greece's accession to the 
Community could be brought under three main headings" First, the strains 
or difficulties due to the structural weaknesses of the Greek economy" The 
financial assistance to be required is stressed in conjunction with the 
corresponding drain on the Community's resourcesQ The amounts to be drawn 

,by Greece from the Agricultural and Regional Funds, in particular, have been 
emphasised on various occasionso Second, the institutional re-arrangements 
following the accession of Greece as a tenth member" Third, the political 
implications, with open or disguised references to "the differences" between 
Greece and Turkey and to Greece's relations with Nato" Some (but not all) of 
these arguments were reflected in the "Opinion" of the EEC Commission sub­
mitted at the end of last January to the Council of Ministers. There was a 
strong reaC'tion from Greece to some of the Contents of this document. First, 
any reference to the so-called "differences" between Greece and Turkey is 
hardly acceptable to the Greek people. Second, the proposal for a preparatory 
phase designed to strengthen the Greek economy in anticipation of the strains 
to be caused by full membership was strongly rejected, on account of the delay 
which this preparatory phase would inevitably cause to Greece's accession and 
participation in the decision-making institutions and procedures of the 
Community. The proposal also constituted a significant deviation from the 
practice applied for the three new members which joined the Community on lst 
January 1973: a transitional period beginning with the coming into force of 
the treaties of accession was already granted to meet special problems of the 
new members" The EEC Council of Foreign Ministers on 9th February noted the 
Commission's Opinion and decided to proceed to negotiatiOns for Greece's 
accession in accordance with Article 237 of the Treaty of Rome and according 
to the p.ractice applied for the first enlargement of the Community" It was 
recalled on that occasion that about three and a half years were required 
afte~ the submission of the Commission's Opinion for the negotiation, signa­
ture and ratification of the Treaties of Accession, before they came into 
force. A similar period was probably thought to be necessary in the case of 
Greeceo However, in view of the fact that the preceding Treaties of ·Accession 
were negotiated with four countries, one of which, the United Kingdom, presented 
especially complex problems on account of the size and weight of its economy 
and of its vast network of relations with Commonwealth countries, a consider-
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ably shorter period should be sufficient for a similar procedure with a single 
relatively small country, already in association with the Community for over 
13 years. · 

The Greek people and their leaders attach considerable importance to Greece's 
participation in the election by direct vote of a European Parliament in 
1978, following last December's decision of the European Council of Heads 
of State and Government and in accordance with recent proposals by the 
Belgian Prime Minister, Mr Tindemans, for the organisation of a European 
Union~ This implies that Greece 1 S accession should come into force on 1st 
January 1978, 

Economic considerations and perspectives 

Previous experience indicates that the adjustment of the Greek economy to the 
Community could be realised under certain arrangements without serious distur­
bances~ 

Despite the irresponsible management of the economy by the Colonels' regime 
and the suspension of basic provisions qf Greece's Agreement of Associat'ion 
with the Community the following developments in the first 15 years are 
indicative: 

(i) Per capita gross national product (GNP) of Greece increased within 12 
years from about 35 per cent to almost 50 per cent of per capita gross 
national product of the Community of Nine; 

(ii) The share of Greek exports to the Community of the Six rose from 33.5 
per cent in the early 1960s to about 40 per cent in recent years. This in­
crease is related to a corresponding ninefold rise of the share of exports 
of manufactured products from about 5 per cent to about 45 per cent; 

(iii) The average annual rate of growth of gross productivity per employed 
' person in the urban sector is markedly higher than in any one of the Nine 

countries; the growth rate of productivity in manufacturing is 1,5 to 2,5 
times the growth rate in any one of the present member countries~ 

As measured by the usual indicators, the relationship between the Greek 
economy and the Community is not greatly different from that of Italy at 
the coming into force of the Treaty of Rome in the late 1950s, or from that 
of Ireland in 1972, Per capita GNP in Greece is more than 90 per cent the 
corresponding level for Ireland and the.structure of their economies is not 
dissimilar~ 

An increased general effort for the adjustment of the Greek economy, associated 
with progress in economic development and modernisation, is certainly required, 
but this was already envisaged in the framework of Greece's far~reaching 
association, a declared objective of which was her full membership in the 
Communityo The Commission's Opinion does not indicate any •specific' diffi­
culty or problem. In agriculture, the level of Community protection in 
conjunction with the general objectives stated in Article 39 of the Treaty 
of Rome for improvements in productivity, marketing and real incomes would 
strengthen the effort, which is generally necessary and which is already 
applied for structural adjustments in agriculture and for the expansion of 
production and exports of certain products with rising demand in European 
markets. lt'should be noted that Greek production and Greek exports to the 
Community of Nine of what are usually considered 'sensitive' agricultural 
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products represent only small fractions, correspondingly, of the Community's 
production or imports from non-member countriesQ This is also reflected in 
the fi.nding, mentioned in the Commission°s Opinion, that for most of these 
products the degree of the Community's self-sufficiency is very moderately 
increased. The production of wine in Greece is 3.5 per cent of the produc­
tion in the Community, and Greek exports of wine to the Nine do not exceed 
22 per cent of their imports from non-member countries. The production of 
olive oil is about half the production of the Nine but exports from Greece 
do not exceed 9 per cent of imports of the Nine from non-member countries. 

Small CL medium-size firms in Greek secondary and tertiary activities need 
of course extensive re-organisation and modernisation~ In the last 15 years 
many small enterprises have shown a considerable ability for organisational 
adjustment and expansiono They constitute a reservoir of manpower, drive 
and initiative. Progress towards economic integration does not necessarily 
signify, as proved by experience between the Six, the elimination or drastic 
reduction in the number.· of relatively small firms. A strong case could be 
made in support. of policies and action to sustain small enterprises adjusted 
to modern techniques and marketing methods, as a means towards securing a 
more competitive marke.t throughout the Community, 

Greek economic development should take the form of determined action in 
regional development, on t.he lines and basic arrangements provided for the 
Italian South and Ireland. A comprehensive regional development policy of 
the Community should not necessarily rely on rapidly rising transfers not 
of a fast growing Regional Fund. A well co-ordinated system of strong 
inducements could effectively promote decentralisation and regional develop­
ment within the Community in the interest of all member countries, Such a 
policy will be required to correct the tendencies towards uneven expansion 
and widening discrepancies which have probably been an importance cause of 
inflation in recent years, A more balanced development throughout. Europe 
would result in significant gains for the economically strong members of 
the Community, thereby increasing their budgetary and foreign exchange 
resources and consequently their capacity to contribute to the Regional 
Fund. Member countries already enjoying transfers from the Regional Fund 
should see in Greece's full membership a partner generally supporting the 
importance of an effective European regional policy, Countries contributing 
to the Regional Fund are certainly aware of the existing obligations and the 
importance of financial assistance -to Greece under the Agreement of Associa­
tion. These would be met by the existing institutions in the case of Greece's 
accession, The burden on the Community funds would in any case be relatively 
modest given that Greek agricultural output does not exceed 5 per cent of 
that of the Community as a whole, and that Greek gross domestic product cor­
responds to about L 5 per cent of that of the Nine. A European regional 
development policy including the operation of the Regional Fund should be 
associated with policies designed to bring all members of the Community in 
step with the requirements of a European monetary union. Such arrangements 
are necessary in order to minimise the adverse effects of possible widening 
discrepancies, resulting from more rapid advances of certain countries towards 
monetary int.egration, as recently suggested in the Belgian Prime Minister's 
report on a European Union. 

There are strong indications that Greek economic growth could be complementary 
to that of the Community, especially if a new pattern of development is sought 
in a period of renewed economic expansiono Considerations of social cost and 
efficl.ency, associated with increasing concentration of production in the 
industrial centres, point to the necessity of drastic action for industrial 
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decentralisation in Europe. The Greek people and their leaders are anxious 
to secure rapidly increasing employment opportunities within Greece, with 
drastic reduction and eliminat.ion of the reliance on mass emigrationG A 
new pattern of development based on a new conception of a European division 
of labour would require Greece as an essential pat:tner. These prospects~ of 
economic and more general significance to Europe, should be associa~ed with 
the establishment and expansion in Greece of industrial activities applying 
intermediate technologies, as distinct from highly advanced methods of 
production on which the Noxthern and Western European countries would 
eventually increasingly concentrate. 

There are prospects of strength in the Greek economy. Control over hyper­
inflation caused by the irresponsible management of the economy by the 
dictatorship having been achieved, the actual pressures on the Greek balance 
of payments are now almost entirely due to the rise in the oil bill, increased 
expenditures for defence and higher transfers for the payment of loans 
largely transacted during the seven years of dictatorial rule. The expecta­
t.ion of growth and strength of the Greek economy is well founded on the 
availability of a manpower adaptable to modern organisation and techniques, 
as well as on Greek sources of energy. Surface lignite deposits are abun­
dant and there are positive indications of Greek oil deposits on the mainland 
and offshore in the immediate proximity of continental Greece. 

Institutional re-arrangement.s 

Greece's full memberSh:i,p would not present new institutional problems, since 
a 10-member Community Was already envisaged with Norway~s accessione There 
is complementarity and therefore affinity of interests between the Northern 
and Western industrial countries of Europe and Greece at her present inter­
mediate stage of development. A strengthening rather than a weakening effect 
on the institutions and policies of the Community should be expected as a 
result of the Greek accession. 

The view that, with Greece's candidature, the possibility of a '13'-members 
Community including all Southern European countries should be examined is 
an untimely complication of the problem, which would unavoidably lead to 
delayo The possibility of accession of the Southern European countries 
rests on Article 237 of the Treaty of Rome and full membership is already 
envisaged in the Agreement of Association with Turkey. Although future 
membership of the countries of the Iberian Peninsula and of Turkey is 
certainly a positive perspective of general interest to Europe, such a 
development is hardly imminent. The following distinguishing characteris­
tics of the Greek case are relevant:-

(i) Greece has been an associate member of the Community for almost 15 
years; 

(ii) GNP per head is, according to the World Bank estimates for 1972 (or 
the OECD figures based on gross domestic product of 1973 market. prices) 
almost four (more than three) times that of Turkey and a little less than 
double (or 40 per cent higher than) than of Portugal; 

(iii) Recent developments have re-affirmed the attachment of the Greek 
people to democratic principles and human rights. 

On consideration of principle or substance, it is unlikely that accession 
of other Southern European countries could become an issue in the coming 
years~ 
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The view is also impli,citly or explicitly suggested that, full membership of 
the European Community should be confined to the industrially advanced 
European countrieso 

Three points should be made' to refute this argument: 

First, on legal and political grounds, the exclusion of the non-highly­
industrialised European countries would correspond to a serious deviation 
from the letter and spirit of the Treaty of Rome, which is founded on the 
principle that all peoples of Europe are invited to join the Community, on 
an equal institutional basis, in a process of socially and regionally 
balanced growth. At any rate, present members are not all of the same 
degree of industrial or economic development. 

Second, a fuller entity comprising all Southern European countries would 
open the way to a new pattern of development, different from that based on 
large-scale emigration and major urban concentrations in Western and Northern 
Europe. Such a new pattern of development would be necessary for more than 
one reason and of interest to all European countrieso 

Third, on geopolitical considerations, without an entity comprising all 
European peoples, a serious division will inevitably result forcing the 
Southern European countries to other methods and associations for their 
economic and social development~ This would gravely weaken the position 
and influence of the whole of Europe in world affairs, especially in the 
geographical areas bordering on Europe in the South. 

The opinion is widely held in Greece that the institutions of the European 
Community should be strengthened with reinforced democratic controls and with 
the adoption of new procedures of decision-making, reflecting more adequately 
the fundamental interests of the participating peoples. The following brief 
comments on the ~indemans Report are indicative of the Greek approach towards 
a European Union. Great emphasis is given to the application of democratic 
principles by all member countries and to the respect of basic rules of law 
as well as of the resolutions of international organisations. The view that 
integration could be pursued, if necessary, at two levels in certain direc­
tions, as for example with regard to monetary union, is answered by three 
main considerations, The first is that no discrimination or different treat­
ment is conceivable in the institutions or procedures of the European Union. 
The second is that a common monetary policy should be designed and applied 
by a reinforced Fund of Monetary Co-operation, which would take fully into 
account the particular monetary and credit conditions in member countries; 
with due regard to these conditions, processes should be devised leading 
gradually to an overall monetary and credit integration, The third is that 
more rapid advances in certain directions should be counterbalanced by power­
ful mechanisms of regional development., designed to extend and strengthen 
integration throughout the European Union. A Community approach should be 
dominant in all directives and policy decisions concerning the effort towards 
a monetary union" 

Finally the arguments for a wider European Community with weaker institutions 
on the pattern of the United Nations are rejected by Greece as inconsistent 
with the scope and objectives of European unification. 

Political Aspects 

The vision of a united and strong Europe guaranteeing the respect of human 



23 

rights and political liberties and the independence of European peoples, 
as well as their presence in world affairs, was an important factor in 
maintaining high the hopes and the determination of the Greek people in 
their opposition against the dictatorship of the Colonels. The conception 
and existence of the European Community, as well as the vital interests of 
all European peoples, depend on the condemnation and immediate cessation 
of all acts or threats of aggression. Greece is willing to promote and 
deepen a constructive co-operation but refuses and denounces all manifesta­
tions of expansionism of any origin and insists on the application of the 
rules of law and of the decisions of international organisations. These 
considerations underline the political character attached by Greece to the 
formation of a European Uniono The view that the European Community ishould 
urge upon Greece and Turkey the need for them to reach just and lasting 
solutions to their differences' is deemed unacceptable by Greece: the issue 
of the so-called 'differences' is alien to the process of accession according 
to the Treaty of Rome and the practice applied hitherto. But considerations 
of substance hardly justify such a reference. 

On Cyprus, as well as on the claims to the Aegean continental shelf, which 
are insistently advanced by Turkey without any legal foundation, Greece has 
proved her attachment to the principles and procedures of law and to the 
resolutions of the United Nations. It should be recalled that, in regard 
to Cyprus, all points essential for 'a just and lasting solution' were 
specifically indicated in the November 1974 UN resolution which was almost 
unanimously adopted in the Assembly and voted by the Nine. ·on Greece's 
relationship with Nato, the following two points should be remembered: 
first., the attitude of this organisation and its representatives during the 
dictatorship caused profound disappointment to the Greek people, who deemed 
it inconsistent with the principles of the Alliance. In addition, Nato's 
attitude during the successive aggressions of one of its members against 
a small and unprotected country - whose strong national links with Greece, 
another member country, were well known - inevitably led to the disengage­
ment of the Greek forces from the integrated military command of Nato. 
These events are not of interest to Greece only - they are of general 
importance to the defence of all European peoples. 

Greece's Proposed accession to the Community is no reflection of her atti­
tude towards the United States, nor of her relationship with Nato. Any 
attempt to identify or link Nato with the Community would deeply affect the 
latter's character ·and scope. Moreover, France withdrew from Nato's mili­
tary organisation and Ireland has never been a member of Nato. And after 
Turkey's invasion of Cyprus and her claims against Greece, Nato proved 
that it was inadequate to cover Greece's defence problem. 

On the other hand, the presumed dilemma between enlargement towards 
Mediterranean Europe and the aim of a political European Union does not 
stand up to serious examination. It either implies intrinsic qualitative 
differences between European countries, which are unthinkable as a serious 
proposition, or it refers to regional disparities and associated problems. 
Such disparities and problems already exist not only within the Community, 
but also within individual countries, whose political unity was never 
allowed to be questioned on this score. Neither could the argument be 
seriously advanced that the non-existence of land frontiers with Greece 
could be an obstacle. Similar considerations have evidently been overcome 
in the cases of island European countries, which are now members of the 
Community. 
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Greece's full membership would reaffirm the policies to associate and 
probably ultimately include all European Mediterranean countries" in an 
integrated and balanced European entity. It has been officially"stated 
that Greece would support progress in Turkey's relationship with the 
EEC leading oo her eventual accession to the Community. Such advance 
could contribute to equitable, reasonable and orderly relations between 
Greece, Turkey and Cyprus in the interests of all European Mediterranean 
countries. 

Greece's accession is essential for, and will significantly contribute to, 
the building of a constructive relationship of the Community with the 
countries of South-East Europe and the Eastern Mediterranean. This task 
ac9uires particular significance in the framework of a po"licy aimed at a 
wider and deeper intercourse with the East European countries and with 
the Arab and African worlds. 

Growth Rates of Per Capita Gross National Product (GNP) and Productivity 

Belgium 
Denmark 
France 
Germany 
Ireland 
Italy 
Luxembourg 
Netherlands 
United Kingdom 
Greece 
Turkey 
Portugal 
Spain 
Sources: 

Per Capita GNP 1972 (a) 

Amount 
(US$) 

3210 
3670 
3620 
3390 
1580 
1960 

2840 
2600 
1460 
370 
780 

1210 

"Growth 
F.ates % 
196lkn 

4,2 
3,8 
4,7 
3,7 
3,5 
4,4 

4,1 
2,3 
7,2 
3,9 
5,4 
5,8 

"Average Annual Rate of Increas• 
of Gross Value Added per 

Employed Person, 1962-72(b) 

Urban 
Sector 

3,9 
1,9 
4,3 
4,4 
3,3 
4,7 
1,9 
4,3 
3,1 
5,1 
1,7 
6,0 
4,8 

Manufacturing 

6,2 
4,9 
4,6 
5,2 
3,9 
5,6 
1,5 
6,0." 
4,4 
9,5 
5,8 
8,7 
7,2 

(a) World Bank, ATLAS, Population, Per Capita Product and Growth Rates, 1974; 
(b) Estimates based on OECD National Accounts of OECD countries, 1950-1968, 1962-1973. 
'The growth rates of productivity in manufacturing do not differ significantly from those 
published for most countries in ILO, Yearbook of Labour Statistics, 1970 and 1974 . 

•• 
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OPENING ADDRESS 

Professor Xenophon ~olotas 

Governor 
Bank of Greece 

It is a great pleasure-for me to open this Conference and address a warm 
welcome to all the participants. It is my duty first of all to congratulate 
the Financial Times for their initiative in setting up this Conference. It 
was a particularly happy idea to set up as a sub]ect a case study of a 
country which has some particular characteristics of wider international 
interest. 

Greece is a country with a rather remarkable economic record. It has 
succeeded over twenty years in maintaining a rate of growth under conditions 
of stability and external equilibrium which has allowed her to reduce signi­
ficantly the gap separating her from the highly industrialised countries of 
Western Europe. The unwise policies of the dictators and the international 
developments have broken this trend in 1973 and 1974. But with the success 
achieved by the democratic government of the country over the past two years 
in containing inflation and reviving economic activity and growth, Greece is 
now poised for a renewed phase of expansion and progress. 

The country is well ahead on the road towards industrialisation. It is. 
looking forward to its accession to the European Economic Community. It· 
has good prospects for solving in the near future the energy problem out of 
its own resources. It is strategically placed both geographically and poli­
tically to serve as a link between Europe and the emerging world economic 
power that is constituted by the oil producing countries of the Middle East. 

This particular point I think becomes very significant in the light of the 
integration of the Greek economy into that of Western Europe. The close ties 
that Greece has maintained for several centuries with Arab countries,. the wide 
and friendly access which Greek engineers, contractors and businessmen have 
so far had in the Middle East and Africa constitute a very promising base for 
the development of joint Greek European ventures oriented towards these areas 
to the benefit of the European economy as a whole. These possibilities are, 
I believe, of a wider political as well as economic interest. 

I.hope that you all will find this Conference interesting and constructive 
and wish you all possible succes~. Allow me also to express the hope that 
you will spare some time to enjoy the surroundi-ngs. 
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THE EFFECT OF A TENTH MEMBER ON THE EUROPEAN COMMUNITY 

Mr J.O. Krag 

Former Prime Minister of Denmark 

Thank you, Mr Chairman, for your very kind words of welcome. I am myself 
most grateful to have been given the opportunity to participate in this 
prestigeous conference. Not only is a visit to Athens pleasant, and the 
impressive historical surroundings inspiring, but the possibility of 
speaking to this Conference about Greece as a potential tenth member of 
the European Community must give great personal pleasure to someone who has 
for the last ten years followed the development of Greece and its relations 
with Western Europe with great interest - with concern and regret at first; 
with encouragement and satisfaction later. It was not only in Greece that 
democrats welcomed the demonstration that the fall of a dictatorship does 
not have to bring confusion and inefficiency, but may clear the way for a 
truly democratic, parliamentary system. 

On this background of a restored democracy the Greek Government has taken 
the bold decision of applying for full membership of the European Community 
without awaiting the time foreseen in th6 Associa~ion Agreement for a pro­
gressive integration of Greece in the Community (eg 1985). The response of 
the European Community to the Greek decision has been unanimously favourable 
- from the Commission, the Council, and the European Parliament as well as 
from public opinion in Member Countries~ The actual integration of Greece 
into the Community is no simple affair. It is ~lear to everyone in the 
Community as well as in Greece that it raises many problems in various 
fields. The unconditional Greek request and the favourable response it 
received is therefore clear testimony to the recognition on both sides that 
Greece belongs to Western Europe and to the political determination of both 
sides to surmount whatever problems may be involved. 

The negotiations are now beginning under very good auspicies. As all parties 
have demonstrated a determination to succeed, we can take up the problems 
and find mutually acceptable solutions to them. We can speak openly about 
the problems without fearing unfair accusations of a negative attitude. 
Starting from this reassurance, I shall try to outline for you this morning 
some of the problems which the Greek application in my judgment raises to 
the Community and to Greece. My background is not only that of a politician 
with some experience in entrance negotiations with the European Community, 
but that of a staunch supporter of the European construction as well. I 
do not, however, pretend to have detailed knowledge of economic technicali­
ties. 

1. Difficulties of extending the European Community for a Tenth Member 

As for the difficulties created for the Community by its extension with a 
tenth member, various economic problems, of which the implications for the 
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Common Agricultural Policy are under examination in the Community institu­
tions, and negotiations of substance with Greece can probably start in a 
few months time. These negotiations will no doubt be difficult and time­
consuming, for the agricultural field is very sensitive to the Community, 
and quite comprehensive and costly reforms of the structure of Greek 
agriculture will be needed. Nevertheless, the overall political interest 
is likely to secure a compromise in this areao 

A problem of a rather different nature is the effect of an extension upon 
the general functioning of Community Co-operation and on the speed of 
further progress towards European integration~ The.re is sometimes said 
to be a contradiction between the enlargement of the Community and the 
proper functioning of the Community institutions and its ability to make 
progress in its own internal development, for instance in the matter of 
direct elections to the European Parliament, the Economic and Monetary 
Union, etc. 

This is a question of principle and one that must be taken seriously. 
The functioning of the Community institutions is, in fact, far from 
satisfactory, and the inability to reach agreement is often frustrating. 
It would indeed be deplorable if the entry of Greece were to hold back the 
development of European co-operation. However, I think it would be an over­
simplification to assert that the entry of Greece will make the functioning 
of the Community less dynamic. We have no reason to fear that the Govern­
ment of Greece and the Greek people will not be willing to co-operate fully 
in the construction of Europe. Nor - by the way - is it fair to ascribe 
the present difficulties in European Co-operation to the fact that the 
Community has recently been enlarged from six members to nine. Whatever 
the causes of the present stagnation in Community Co-operation may be, they 
are to be found inside the Community in its present composition. They are 
connected with admittedly differing economic interests of member countries 
and with the political attitude to the Community on the part of governments 
and populations. The best way to restore and develop confidence in the 
Community cannot be an inward-looking concentration on institutional matters 
which have no appeal to the large public. Much rather the Member States 
should endeavour in common to make'the existing institutions go to work on 
matters of substance. One might recommend taking up new challenges of a 
certain magnitude, such as sharing in the responsibility for the future of 
Greeceo 

Various people have advanced the idea that - as the European Community grows 
with the entry of not only a tenth but an eleventh, twelfth, and thirteenth 
member - and coming from a Nordic country I certainly would not exclude a 
fourteenth member- it may be necessary to distinguish between two.groups of 
members - some with all the rights and obligations of membership - others 
only partly involved in the integration. Now, it is obvious that the exist­
ence of the European Community should not exclude special forms of co-operation 
between two or more members Of the Connnunity" The "Snake" is a prominent. 
example, but mind you, it has some participants outside the EC. Certain 
practical reforms of a discriminatory nature may also be necessary for the 
practical functioning of the Co-operation; for instance it is hard to see 
how the number of official languages can be increased, (I think a reduction 
would be a better idea). Having conceded these points, however, I must 
emphasise that I would find a formalised "two-sp~ed Europe" disastrous for 
the cohesion of the Community and probably for its efficiency in relation to 
the rest of the world. I am happy to say that this idea has not found much 
support in relevant circles, and there is no danger that the entry of Greece 



28 

could be successfully exploited as a pretext for advocating a "two-speed 
Europe ... 

2. The Problems that Greece is likely to Encounter 

I have spoken about some aspects of Greek entry to the Community viewed from 
inside the Community. Turning now to the problems that EC membership is 
likely to present to Greece, I shall again leave it to others to examine 
the details of the problems that the Greek economy is likely to encounter. 
The Greek industry will have to face competition within the Community -
deprived of the possibilities of protection now existing. These problems 
do as far as I understand justify my calling the Greek application a bold 
decision. It will be the task of the negotiators to find such modalities 
for Greek entry to the EC that an adequate adaptation will be possible. 
The question of timing is, of course, crucial& 

I would like to point to another problem, which has been felt especially by 
the smaller new member countries: In order to participate fully in the 
activities of the Community and draw the full advantages from membership, 
a considerable administrative effort is required. This was a problem both 
in Denmark and in Ireland, where many Government Agencies had to be staffed 
up, with the necessary financial consequences - and, I dare say, with the 
political controversies which are inevitable in countries where the tax­
payers are very vigilant about the way their money is spent - and I think 
that is the attitude of taxpayers all over the world. 

The strain on administrative resources was felt not only in economic 
agencies. Participation in the political co-operation among the Nine is 
a considerable burden on the foreign service of a small country. The 
European Political Co~operation has no international institutions, not 
even a technical secretariat. The meetings - between ministers and officials 
in numerous committees and experts groups as well as between diplomatic mis­
sions all over the world - are organised by the country in charge of the 
Presidency, which rotates among member countries every six months. The 
European Political Co-operation is one of the great attractions of EC member­
shipo It gives Member Countries a very useful extra instrument for their 
foreign policya The cost, however, is more active involvement ~n many 
affairs by which a small country might not have been concerned on its own. 

3. The General Effect of Greek Membership on the EC 

I have mentioned some problems which the entry of Greece to the European 
Community is likely to create either in the Community or in Greece. Some 
of these problems must be solved in the course of the coming negotiations; 
others will have to be faced when the membership of Greece comes into 
effect. I deliberately say when because all parties are determined that 
the difficulties must be overcome. Greece has liberated herself from 
dictatorship and chosen to tie her fortune to that of the democratic coun­
tries of Western Europea These countries will, of course, live up to their 
statement of a few years ago, in the Document on European Identity, that 
the European Construction is open to other European nations who share the 
ideals and objectives of the Nine. Recognition and support to Greek 
democracy is for Europe a way of showing solidarity and responsibility. 
The value of such an attitude is not measured in units of account. 

In the activities of the European Community and the European Political 
Co-operation, the Greek contribution will be valuable. By virtue of its 
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geographic situation and traditional ties to many parts of the world, Greece 
will no doubt be able to enrich the internal consultations of the Nine and' 
their relations with the rest of the world" This Greek contribution will 
perhaps be particularly valuable in relation.to the Arab countries, with whom 
the Nine have already started a very promising dialogue" 

To conclude my statement I should like to make a few remarks about Cyprus" 

As you know, the Nine have been working with the Cyprus problem in the frame­
work of the European Political Co-operation since the outbreak of the crisis 
in the summer of 1974. On geographical grounds and especially because all 
the three countries involved in the dispute are associated with the European 
Community, the Nine feel entitled to a role in the efforts to find a solution 
to the dispute. The activity of the Nine has developed from occasional and 
generally uniform demarches to the parties, urging them in general terms to 
show moderation and seek a solution through negotiations, to what is now a 
continuous diplomatic dialogue between the parties and the Nine, represented 
by their Presidency, by which the Nine are trying to persuade the parties to 
co-operate with the Secretary-General of the United Nations on negotiations 
of substance between the two communities in C::yprus.· So far, there has been 
a depressing lack of progress in the negotiations under the aegis of Dr 
Waldheim, but it is possible that the constant attention of the Nine has 
been helpful, and in any case it is conceivable that they may be able to 
make a useful contribution in the future. It is therefore in the interest 
of all parties that the EC-countries should be able to continue to play a 
role in the Cyprus affair. 

The principal condition for the efficiency of a continued effort of the 
Nine in this matter is the maintenance of an impartiality which is credible 

·to Greece, to Turkey, and to both communities of Cyprus. In the· final 
analysis, it must be in the interest of Greece that the European Community 
may continue to be regarded - also by the Turkish side - as impartial in 
relation to the Cyprus conflict. This may require some sort of arrangement 
between Turkey and the European Political Co-operation when Greece joins the 
Community" 

But first of all, the Cyprus problem - like the other problems connected with 
the extension of the European Community by its tenth member - requires an 
energetic effort in the time between now and the date of Greek entry. It is 
a problem which Greece and the Community are equally interested to solve. 
It is not an obstacle. 

To summarise my remarks, let me say that Greece and the European Community 
are now facing a difficult and perhaps long process of negotiation. There 
will be many problems on the way, and controversies can hardly be avoided, 
for the matter has very considerable financial implications for the present 
members of the Community. But there is no doubt that the negotiations will 
take place under the imperative of a political determination to succeed" I 
am, therefore, convinced that the difficulties will be overcome, and we 
shall be able to welcome Greece as the tenth member of the European Community. 
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1. Historical Note 

The history of the country you have been given the opportunity to visit and 
which is receiving you today with traditional warmth and esteem, is a long 
one. 

The subject I shall be dealing with in·this brief talk is one of the most 
vital subjects in the present phase of international economic relations and 
it has its own history in our country. 

Therefore, before I come to specifics, I feel I should say something about 
this history. 

The presence of oil has been known since ancient times in Greece. Herodotus 
refers to the pitch wells at Keria on the island of Zante where the tar was 
used to cover the hulls of wooden vessels. In this region and at various 

-times in recent years, several shallow drillings were made but with no 
result. 

In pre-war years, a Greek from Louisiana named William Helis, returned to 
his native village in the Peloponnese and in areas on the mainland opposite 
the island of .Zante, and - with government permission - made a few syste­
matic efforts to discover oil with medium-depth drillings. These did not 
produce positive results because he met with thick strata of salts and did 
not have sufficient funds to continue his explorations. 

2. The Post-War Period. 

In the post-war period, for the first time in 1959 and under a Karamanlis 
government-, a law was passed in relation to hydro-carbons covering "research, 
exploration and exploration of hydro-carbons in liquid and gaseous form" and 
for the first time a more systematic effort was made to discover oil, 
particularly in regions of Western Greece. 

The Ministry of Industry, through the Institue of Geological Research and 
with the cooperation of the French Institut des Petroles, plus the parti­
cipation of large oil companies such as BP, Esso, etc~, undertook extensive 
researcho This research gave rise to indications that there was oil in 
Western Greece from the southe·rnmost to the northernmost end of the areao 
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,~t was not ascertained, however,. if there was commercially exploitable. oil 
again because the layers of salts encountered were extremely thick, more 
than 2,000 metres deep, and none of the,test drillings went beyond that 
point, 

' 

These difficulties discouraged the explorations teams because-even if oil 
had been discovered it would not have been commercially exploitable because 
of the cost of deep drillings of more than 3,000 metres in comparison with 
the cheap cost of Middle East oil. 

3. The Oil Crisis, 

The world oil crisis of 1973 resulted in new prices of petroleum products 
which,were not based, of course, on the cost of producing them but on the 
cost of finding and exploiting new deposits or new, or other so~rces of 
energy. The effort to discover new oil deposits under the sea extends 
throughout the world and large oil companies are taking an interest in ar~as 
which up to that time had been considered economically uninteresting. In 
Greece, this period coincided with the period of the seven-year dictatorship. 
The government of the colonels granted exploration rights and exploitation 
rights of any deposits found in Greece to various companies on terms that 
would have been deemed unacceptable by any parJj;amentary government . •. ~ 
Most of the concessions were granted in the Ionian Sea and in the Northern 
Aegean. Some of these companies, after brief and perfunctory research, 
relinquished their concessions while others continued their exploratory 
work, each at its own pace, Only one of them found indications of 
commercially exploitable oil deposits in the offshore area of Thasos. 

4: The Present Time. Democracy. 

One of the first problems which had to be faced by the first post-dictator­
ship parliamentary democratic government was the speedy solution to the sore 
problems that accumulated for seven years, and the rapid confrontation with 
the situation created internationally by the energy crisis in relation with 
the programme of economic development. 

The Prime Minister, Mr Karamanlis, after many consultations, on-the-spot 
surveys and visits to the various regions of the country, personally laid_ 
down the lines for a new policy aimed at the speedy development of the 
country's mineral wealth. 

He is personally supervising the application of this policy. 

The basic line of this new policy· i,; to develop to the greatest degree 
possible, the country's mineral wealth and also the more intensive and 
speedier research of the Greek subsoil in order to locate existing raw 
materials. and, of course, oil deposits as well. 

In order to apply this policy, three new draft laws were drawn up by the 
Min~stries of Coordination and Industry and were passed by par~iament. 

5. The New Legislation. 

a) NATIONAL ENERGY COUNCIL 

With the first law passed in 1975, the National E~ergy Council was instituted 
within the Ministry of Coordination as the supreme.t.body in relation to any 

.,. ' .-t:i; 
matter concerning energy~ 
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The presidency of the Council has been entrusted to the internationally-known 
professor of nuclear technology of the M.I.T., Mr H. Gyftopoulos, who is 
surrounded by distinguished assistants who derive both from the civil service 
and from the private sector. 

b) INSTITUTE OF GEOLOGICAL AND MINERAL RESEARCH 

The second law instituted the Institute of Geological and Mineral Research 
which has the obaect of proceeding with the speedy research of the subsoil 
with modern, scientific methods. The Institute is administered by distingui­
shed scientists also derived from the civil service and the private sector. 

c) PUBLIC PETROLEUM CORPORATION 

A third law in 1975 instituted the Public Petroleum Corporation. The P.P.C. 
function as a soci~t~ anonyme with shares wholly owned by the Greek ~ate. 
It is supervised by the state through the Minister of Industry. The Board 
of Directors is composed of a state representative, an industrialist, a 
mineralogist, a banker and a member of the faculty of a university. The 
Director-General is Professor Ke Zahos, whose long scientific career is 
erosely related to all efforts made to exploit the country's mineral wealth. 

The present first stage of operation of the P.P_.C. is to execute research 
with all scientific methods in all probable o:H-bearing land areas,to 
supervise the contractual obligations of the consortia of companies which 
have been granted exploration and exploitation rights for oil in the Thasos 
area known up to the present as the OCEANIC contract, to draw up contracts 
following international competitions with concessionnaires in various 
parts of the country's continental shelf. At this point I should note that 
up td the present, the Ministry of Industry has received and passed on to 
the ~.P.C. about fifty applications by companies seeking concessions for 
rese~rch in various regions. 

6. Jevision of the OCEANIC Consortium. 
I 

In parallel with the above, the government has set up a committee under the 
chaitmanship of Professor Zahos to review the terms of the contracts signed 
duridg the dictatorship. The first contract to be revised was that between 

I 
the qreek State and the consortium composed of:-

Oceanic Exploration eo. of Greece 
Hellenic Oil Co1!lpany Iric. (Fluor) 
Wintershall Aktiengesellschaft 
White Shield Greece Oil Corporation 

After lengthy negotiations, the original contract was revised, or rather was 
actu1lly replaced by a new one which was ratified by Parliament on 1st 
Augu~t 1975. The changes made were basic and substantial. The revision of 
this! contract was necessary and unavoidable. Not only because it had been 
signed at a time of political anomaly but because the conditions connected 
with] the marketing and sale of oil had in the meantime changed completely 
as a result of the oil crisis. It must be admitted that during these 
negotiations, the consortium showed a spirit of understanding and realism 
and,[ from the Greek side, an effort was made so that the revised contract 
would safeguard to the fullest extent possible, the country's interests 
without overlooking the reasonable interests of the contractors. The fact 
was taken into account that the consortium was fortunate enough to discover 
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the first exploitable oil deposit in the country. 

The revising committee is continuing negotiations for the. revision of the 
remaining contracts which had been· signed during the dictatorship. 

7. The Research Programme Under Way. 

In the Northern Aegean, between the Evros River and the Chalkidike Peninsula, 
about twenty-five structures have been located, of which only three have been 
explored by drilling by Oceanic. In all three, hydrocarbons have been found. 
In the first of the drillings, east of Thasos, heavy crude has been found. 
In the second drilling, north-east of Thasos, the well-known Prinos deposit 
was found with medium-quality oil rated at 28 a.p.i. which, with the recently 
completed fourth drilling has proved to be interrupted by a break which 
extends north-westwards because from this point another deposit begins with 
better quality oil than that of Prinos (37 a.p.i.) the extent of which, 
however, cannot be ascertained without supplementary drillings. 

In five days' time, a fifth drilling will commence to the north of the fourth 
drilling. Besides this research which is being carried out in the Prinos 
area, the PPC has drawn up a broad programme which has been approved by the 
supervisory Minister of Industry and which is being executed in stages. 
This programme includes: 

1) Synthetic work on existing seis~c research on various regions of the 
Aegean continental shelf. Corresponding work is being carried out on the 
continental shelf of the Ionian Sea where hopes are greater. This work is 
being carried out by mixed teams of PPC engineers and Institut de Petrole 
engineers under the supervision of the technical counsellor of the IFP, 
Mr Moody, who is a distinguished American profie ssor and Chairman of the 
American Association of Petroleum. 

2) Geological mapping of all izematogenic basins in Continental Greece. 

3) Geophysical research in the Komotini-Porto Largo area. 

This work is being done in cooperation with the Norwegian Company, GECO, .and 
~· with the IFP. ~ 

Next August, the Rumanian ROMPETROL Company will install a drilling rig in 
the area west of the Nestos river fa~ the execution of two deep drillings. 
The points where the drillings will be made have been marked after seismic 
research carried out by the American Rogers Company in cooperation with PPC 
and IFP experts last autumn and after the results were studied all winter. · 

7. New Law - A Framework for Hydrocarbons. 

The Ministry of Industry, in cooperation with the PPC, is draft.ing a new law 
to act as a framework for research and exploitation of hydrocarbons in the. 
Greek State. Legal counsellors of the PPC and the Ministry of Industry 
engaged in drafting the law, have returned recently from Norway where they 
appraised themselves of Norwegian legislation in this respect. Also, two 
months'. ago, the Managing Director of the PPC went to the Ministry of 
Energy in Britain and to the British National Oil Co, to appraise himself 
of British legislation in this respect. Also, Lord Ballogh, this company's 
vice-president and a world authority on such matters, has been invited to 
Greece next month. 
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The new law provides, among other things, for: 

The possibility by the Ministry of Industry or the PPC, to contract for 
research and exploitation of hydrocarbon deposits within the necessary 
framework without the need to ratify such a contract by law as was necessary 
up to now. This will greatly speed up the procedures and will also speed 
up the execution of research operations. The passing by Parliament of this 
basic law is expected within the next few weeks. 

From what I have briefly explained, I think it is clear that the country's 
democrat~c government has faced up to the serious oil problem with system 
and with despatch. The PPC, on the other hand, as the body that is applying 
government policy in this respect, always under the supervision of the 
Minister of Industry, has already clearly defined its targets in t~e short 
time it has been in existence. 

These targets are to cooperate on scientific, technical and businesswise 
terms with all countries, provided, of_ course, the interested parties are 
prepared to dispose of sufficient capital funds and means for this kind 
of research and exploitation and can provide sufficie"ri't: guarantees for the 
fulfilment of their contractual obligations in the interests of all concerned. 

' 
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It is indeed a pleasure for me to be here with you today and to participate 
in this impressive conference which the London Financial Times has organised 
in conjunction with the Bank of Greece. I feel particularly honoured to 
have been selected by the London Financial Times, a newspaper that has 
unequalled standing in the international business community, to speak to 
you today about the Greek shipping industry. I would like, in particular, 
to address myself to the historical development of the Greek Merchant Marine, 
its contribution to the history and economic life of the country, and to 
evaluate its present status and the possibilities for the future. 

Now as we all know, Greece has been a seafaring c0untry from the very start, 
and for three basic reasons at the very least. The first has to do with the 
topography of a country that is so mountainous and rocky that only one-fifth 
of its surface is arable. Since it was impossible to produce enough food for 
the population, the necessity arose to seek supplies from abroad. This could 
only be achieved by venturing out across the sea. This task was facilitated, 
of course, by the virtual inseparability of the Greek from the sea. No 
country has so long a coast as Greece. To fish, to .swim, to sail is as 
natural to the Greek as to eat and to breathe. But the possibility of finding 
new sources of supplies was made particularly easy by Greece's geographical 
position in the middle of the Mediterranean, between Italy and Asia, the Black 
Sea ports and Africa. 

Now the forms and shapes of ships which excavators have found on pottery 
and mirrors show us that Greek seafaring began 4000 years. before Christ·. 
The first important merchant marine in Greece developed first on the island 
of Crete. Even at that time, Crete was trading steadily with Siciliy and 
Italy, Egypt and Libya. By 1450 before Christ, Continental Greece had super­

'seded Crete in the extensiveness of its seafaring activity. It is then that 
trading with Black Sea countries developed, as-well as with Southern France 
and Southern Spain. This was no easy feat. Piracy was rampant in the 
Mediterranean. Merchant ships, in fact, had bows attached to their hulk 
to protect themselves against Pirates; they even had men aboard trained ·in 
the art of war. Notwithstanding these very real difficulties, seafaring 
flourished and Greeks made significant contributions to the commercial and 
cultural development of foreign areas. 

By 500 years before Christ, the city of Athens and the port of Piraeus 
already dominated Greek shipping. Cargoes generally consisted of wine, 
olive oil and wheat. But from the third century before Christ various 
kinds of merchandise, what we now call "general cargo", began to be carried. 
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The conquests of Alexander the Great enlarged the parameters of Greek mari­
time activities to the East Coast of India, a feat that involved 1300 miles 
of sea travel, from East Indian ports to contact Persia and thence overland 
the Northern parts of Greece. 

The establishment of the Byzantine Empire witnessed, in fact, the first 
Maritime Bank in the world. The financing of merchant tonnage by mortgages 
began to be an accepted phenomenon. Greek merchant vessels have always been 
run by individuals without any financial help from the government, When the 
size of the ships and their value increased, two or three persons might pool 
their resources for a new vessel; one of them was also usually its captain 
and a merchant in his own right. 

Even during the occupation of Greece by Turkey, the activities of the Greek 
Merchant Marine never stopped, Indeed, on the eve of the Greek revolution 
against the Ottoman Empire in 1821, Greece had 615 ships operating of 
153,580 tons deadweight manned by 37,526 seamen. Converted into a revolu­
tionary naval force after the outbreak of the revolution, this fleet helped 
disrupt Turkish communications. There was, of course, a substantial number 
of ships lost during this revolution, which lasted until 1828. With the 
re-establishment of peace, new shipyards were instituted in a number of 
islands and ports, and shipbuildin~ became one of the national industries. 
Aside from the wealthy Greek merchants, established in neighbouring countries, 
who invested in Greek shipping, shipbuilding was organised around a co­
operative system among captains, seamen, carpenters and lumber merchants 
pooling their skills and capital, and sharing profits. 

Of all the Greek Islands, Syros became the most active in shipbuilding. 
Between 1834 and 1880, in fact, we know that 5600 ships were registered in 
Syros, most of which had been built in her shipyards. In this same island, 
the first steamship company was established in 1857. 

The advent of steam navigation, however, brought the activit-ies of the Greek 
merchant marine to a standstill. Greece was forced to build steamers abroad 
because it lacked the necessary technical skills. Indeed, it was not until 
the late 18th century that several steamships were acquired. These steamers 
were first used for coastal services, and carried mostly passengers and mail. 
Later, that owning company extended its services to Constantinople and 
Trieste, As of 1875, however, vessels also began to be purchased and built 
for the account of Greek merchants. As such ships could not be financed by 
any bank, several prospective buyers would associate themselves to make up 
the required capital, and they would have a percentage in the ownership of a 
vessel correlative to the amount they had each contributed. In the beginning, 
the main activity of this merchant fleet was to carry grain for Russian ports 
in the Black Sea, and from Roumanian and Bulgarian ports to the Mediterranean, 
and later to the United Kingdom and Northern European ports, Returning from 
England and Northern European ports, such ships usually carried back coal to 
Mediterranean ports or proceeded to loading ports in the Black Sea in ballast. 
In a number of ports on the Black Sea and,in Constantinople, several merchants 
of Greek di2sl!:ent were very active in the grain exporting business, had shares 
in Greek steamers or actually owned them. Indeed by 1900, there were 158 
steamers under Greek flag with a total capacity of 231,541 tons gross, about 
400,000 tons deadweight. 

This tonnage more than doubled within tne next fifteen years. When the first 
World War broke out, in fact, Greece had a fleet of 475 steamers of 893,650 
tons gross equal to about 1,350,000 tons deadweight carrying capacity. During 
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the first World War, shipowners had very substantial profits. Every one of 
the Allies wanted additional tonnage to fulfil its country's needs~ There 
was, therefore, strong competition among the Allies and it is this competi­
tion which brought about a steadily rising freight market. By the same token, 
however, the need to replace lost tonnage or to build new ships came at a 
time when the market was very high. When the war ended, 67~ per cent of 
that tonnage was lost. Only 205 steamers of 290,793 tons gross survived. In 
the aftermath of the war, however, the world freight market steadily declined. 
Notwithstanding this situation, the tonnage of the Greek merchant marine kept 
on increasing. At the declaration of World War Two, the Greek Mexchant Marine 
consisted of 577 vessels of 1,837,315 tons gross. Our fleet was again placed 
at the disposal of the Allies. And once again, at the end of the war, 
Greece's fleet was decimated: only 149 vessels of 518,639 tons gross 
remained, and most. of these ships were in very poor condition. As after 
the First World War, Greek shipowners set again to replace the tonnage lost. 
Indeed, praise must be given to the shipowners who disregarded the high 
prices at which second hand tonnage was offered at the end of the war and 
the high prices for building new tonnageo There was, however, one saving 
grace in the purchasing of ships. In appreciation for the services that the 
Greek Merchant Marine had rendered the Allied cause, the United States placed 
at Greece's disposal lOO liberty ships and six T2 tankers at reasonable prices. 
These ships were to form the basis for the rebuilding of the Greek Merchant 
Marine. 

No sooner had this rebuilding begun thatl civil war broke out in Greece. 
Banks declined to finance ships under Greek flag. As a result, several 
Greek shipowners were faced with the necessity of registering new tonnage 
under what has come to be known as "flags of convenience". This is why 
substantial new tonnage belonging to.Greek citizens still continues to fly 
the flags of Liberia and Panama. In point of fact, the unrelenting activi­
ties of Greek shipowners in the last thirty years has brought the total 
tonnage controlled by Greeks to 48,940,418 tons gross. This is the largest 
tonnage controlled by the citizens of any country. And it is a particularly 
impressive phenomenon when one considers that Greece is a country of 8 million 
people. Second to Greece is Japan with 39,740,000 tons gross; the United 
Kingdom is third with 33,157,000 and Norway is fourth with 26,154,000. 

Beyond the personal qualities of ambition and drive that such figures 
reveal about a people, we must not forget the equally important fact that 
the Greek Merchant. Marine has always been a valuable element in the defence 
of the country. This is a tradition which started with the defeat of the 
Persian fleet in the Gulf of Salamis, which continUed with Greece's war of 
independence against Turkey and which was manifested in Greece's commitment 
to the Allied cause in two World Wars. Moreover, the Merchant Marine has 
contributed enormously to Greece's national economy~ In 1975, for example, 
$835,000,000 were brought into Greece by Greek shipowners in payment for 
ships' operating expenses, repairs, supplies, seamen's salaries and taxesc 

At the same time, we cannot ignore the fact that the situation which shipping 
faces today is, to say the very least, bleak. For the good freight market 
which prevailed during 1971-1973, encouraged shipowners all over the world, 
including Greek shipowners, to place orders with shipbuilders for a very 
large amount of tonnage, mostly tankerso This new tonnage has come to 
exceed demand for it. As a result, we have witnessed a very substantial 
fall in the freight market, to the extent that the rates of freight offered 
do not even cover the cost of voyagesc A large number of tankers, even ones 
just delivered by shipyards, have had to be laid up at great cost to their 
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owners, both becaus'e of the cost of maintaining such, vessels while laid up·, 
and the interest and instalments due on their original· financing. Some 
owners have been able to cancel outstanding orders for tankers. Others 
have changed the orders into dry cargo vessels. This change of building 
contracts from tankers to bulk carriers will depress the dry cargo freight 
market for quite a few xears to come, in my op1n1on. Indeed, I do not 
anticipate that there will be a substantial improvement in the tanker 
freight market before the mid-eighties. By that time·, the cancellation 
of new buildings .. and the scrapping of old ships on the one hand, and the 
continuing 5 per ·cent annual increase in oil consumption on the other will 
create, I believe, a new equilibrium between supply and demand in which 
shipping can once again prosper~ 

And yet, in our present state. of depression, we must a·lso remember that 
in .its long history of shipping, Greece has passed through similar crises, 
indeed far worse crises. The lessons of the past can, therefore, help us 
live through a difficult present and look forward to a brighter future. 
The spirit of man, Greece has taught us, is ever resourceful and ~~:ndomitably 
vital. We will not be vanquished. 

' 



39 

DOING BUSINESS WITH GREECE 

Athens Hilton - Greece 

FINANCE FOR GREEK SHIPPING - PRESENT 
PROBLEMS AND FUTURE OPPORTUNITIES 

Mr Thomas c. Shortell 

Vice-President 
Citibank NA 

;4 & 5 June 1976 

I am particularly honoured to address this 'Financial Times' Forum on 
Greece as a long standing resident of this magnificent country and one 
who has.had an association with the Greek shipowners for many years. I 
am very__ proud to be included in such a distinguished group of speakers, 
who are experts in their respective fields. It also gives me a particular 
pleasure to be on the same panel as my dear friend, Pericles Callimanopou­
los, whom I have known for over 20 years and whom I consider an outstanding 
example of the Greek merchant marine success story. 

Before attacking the problems·inherent in Greek shipfinancing as well as 
future opportunities, I would like to briefly summarise the evolution of 
Greek shipfinancing during the 20th century from international sources. 

The Story begins with the advent of steamships and the principal source of 
international financing in the period 1900/14 was the private· bankers of 
Constantinople, the most significant being Sideridis. His wife Theofano's 
name still ado.rns the stern of several Greek vessels today. In those 
days, as you know·, financing was on the basis of a partnership between the 
owner and the banker who took an interest in the vessel and shared in the 
profits until the loan was repaid. In the case of total loss, the banker 
received nothing. 

After World War I, the centre of International financing for Greek ship­
owners shifted to London, the main sources being the London banks'and 
shipbrokers. These loans were normally on a demand basis against a 
mortgage on the vessel and the personal guaranty of the owner. During 
the shipping crisis of the 1920's and 1930's many owners were severely 
squeezed by the banks as you may well recall. 

During World War II, most of the Greek merchant navy was sunk. After the 
war, the centre of international shipfinancing for Greek shipowners shifted 
to New York, initially with the Maritime Administration's long term finan­
cing of warbuilt tonnage including the celebrated lOO Liberties and Victory 
ships, and subsequently the T2 tankers. By 1947, the financial institutions 
in New York, including the commercial banks and insurance companies, entered 

'\j:he arena of shipfinancing with loans on fixed rates of interest, as many 
of you may recall with nostalgia, and with terms usually up to 5 years and 
occasionally 7 years, against the mortgage on the vessel and in practically 
all cases an assignment of a time charter party which paid out the loan. 
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I would like to say here that during that period the rate of inflation was 
under 2% which made such charter discount financing feasible. 

By 1953 with the profits made during the Korean War, the owners turned to 
the shipyards for newbW:ldings, first in the United States (Todd, Bethlehem, 
etc) and subsequently to Europe and by 1954 to Japan which over the years 
developed 50% of the world's shipbuilding capacity. Terms of these credits 
were determined by the OECD in Paris which fixed the period at 8 years 
initially, with 80% financing and a minimum rate of interest which, at 
the outset, was 5% for dollar credits. The security for these loans, as 
you know, was the mortgage on the vessel and usually bank guarantees for 
about 30% of the cost. During this period0 the activity of the commercial 
banks was limited to financing second-hand vessels and fcurnishing the bank 
guaranties to the yards. 

·The picture changed suddenly in 1970 when the dollar weakened against other 
major currencies and shipbuilders around the world started to invoice their 
contracts in Yen, DM, Kroner, etc~, which in turn imposed a cross currency 
burden on the owners~ 

However, one man's problem became another's opportunity and the international 
banking system re-entered the arena of financing newbuildings with dollar 
credits. 

The central focus of the market was in Europe through the use of Eurodollar 
credits with terms tailored to the individual owner, the composition of his 
fleet, his pattern of employment of the ships, etc. From my own experience 
the tendency was to move away from strict charter financing beca~se of the 
inflation of operating expenses, towards fleet financing where the banker, 
armed with an overview of the entire fleet position, could extend flexible 
credit tailormade to the particular owner's needs. Terms here varied as 
to hull cover and liquidity cover and periods stretched out from the 
traditional 7 years to sometimes 10 and even beyond for some institutions • 

• 
I would like to give you my own view on how 'Ic" regard a good fleet. The 
first and foremost factor is the quality of the owner himself and more 
will be said on this later. By and large we bankers look at two major 
ratios. One is the leverage of the ·fleet, which is the ratio of debt 
as a percent of the market value of the fleet, plus the cash. The second 
is liquidity, which is the ratio of the net fixed income from contracted 
employment, plus the cash as a percent of total fleet debt service and 
unfunded future commitments for newbuildings. 

'.Now I come to the matter of the problems today and I would like to briefly 
discuss what I consider to be the main reasons for the present crisis. 

·Market Expectations 

As many of you recall, in 1970 the Nixon Administration came up wit~ an 
energy report that indicatea•·that the u.s. needed to import over 10 million 
barrels of oil a day mainly from the Middle East and this view was also 
confirmed by some of the major oil companies. 

Vanity of Shipowners 

The second cause for the crisis is somewhat indelicate to say but should be 
said, i.e. the vanity of some owners who ordered vessels because other 
owners did so. I do not intend to stand in judgement on this point, but 
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Overeager Bankers 

I must reluctantly admit that the present crisis can also be attributed to 
some bankers. From the small number of tradit.ional shipfinancing institu­
tions, the number of banks in the Eurodollar market expanded rapidly in the 
1972/74 period, including many' syndicated bank loans from 'consortia, etc,, 
some of whose members were not knowledgeable. in this industry, 

Yard Capacity 

During this period the yards themselves nearly doubled their building 
capacity and some in fact geared up to produce mammouth supertankers of 
up to 1 million tons deadweight. 

Fiscal Incentives 

These were also a contributing factor, particularly for the Scandinavian 
owners, who were encoura.ged to make new investments to defer paying taxeso 
The rest of this is history, including the October War with oil prices 
increasing 400% and consumption dropping by 25%. 

This situation brought a number of combinationships plus tanker switch 
tonnage into the bulk trade which contributed to the bad dry cargo markets 
in 1975/76. 

Surrounding these last two points is the worldwide recession that followed 
the oil crisis, whiCh we hope is now coming out of its doldrums. 

As regards problems, it is not a secret that some banks have problems and 
I would say that the only real guarantee for a successful shipfinancing 
programme is to pick good owners, make sure that they invest in good 
ships, know their operation thoroughly, and to stick with them when the 
going gets rough, provided the banks are satisfied that the owner is 
doing his part and that a spirit of good coordination exists at all times. 

What then in the eyes of the bankers, constitutes a good owner. He must 
be honest, capable and experienced. The oldfashioned three Cs credit 
which are:-

Character Capacity Credibility 

This is as old as the hills but sometimes forgotten. Nat.urally, the owner 
should buy good ships, suitable to the trade he knows and naturally he 
should have a cash flow adequate for his type of operation which is quite 
different for tankers and tween deckers. The owner should be prepared 
to provide the bank with enough information so that the bank can play a 
constructive role. I have previously mentioned liquidity and leverage 
and nothing more need be said on this point. An essential complefu~nt 
to the above should be the element of a long standing relationship '"and 
not just a deal. A very fundamental point is that good shipfinancing banks 
build their portfolios on long term relationships with identified owners 
and not on a series of deals. Now, for the banker. The most important 
decision that a shipowner can make in his life is the selection of his 
wife. The second most important decision, is the selection of his banker.' 
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Shipfinancing history has proved to us that a good banker can be an owner's 
best insurance policy in times of need. 

What are the characteristics of a good shipping banker. 

First and foremost, he should also have the same qualities as a good ship­
owner:-

Integrity - Capability and Experience 

In other words, he should be the living embodiment of the three Cs. 
should have a fundamental commitment to the shipping industry with a 
specialised knowledge and expertise thereof and not handle shipping 
random business segment. 

He 
highly 

as a 

He should provide all the services of a commercial bank in the movement 
of money and foreign exchange operations as well as other peripheral 
services to the owner's professional and personal interests. He should 
have a sufficiently large credit capacity to be able to handle the owner•s· 
needs without the owner having to resort to syndicated loans from a large 
number of banks. Owners do not like to syndicate sensitive information 
on their operating accounts. I believe that recent history can well 
illustrate this point. A good banker should also be able to provide good 
advice to owners who themselves are quite often the sole decision makers 
in their enterprise and who welcome the opinion of an objective source 
outside of their own organisation. 

A good banker should, as a result of industry specialisation, have the 
staying power to stick with the owner in times of need, provided he is 
satisfied that the owner·is doing his part to improve any given situation 
and provided also that a good spirit of cooperation, not confrontation, 
exists at all times. Lastly, the Banker too should provide the environment 
for a long standing relationship and this includes a continuity of his 
personnel who handle the owner's affairs. 

Now for the future. What will be the posture of banks towards shipowners 
and the possibilities of future financing. It is not an over-simplification 
to say that a good owner and a good shipfinancing banker will always find 
opportunities even in bad markets, because bad markets are more normal 
than booms. As an illustration of this point, I would like to show here 
some of the events that have taken place since 1950. 

We know that the industry is volatile because its market place covers 70% 
of the earth (i.e. the sea), and is therefore affected by macroeconomic 
and geopolitical factors that are not necessarily foreseeable, including 
opening and closing of canals, bad and good harvests, imbalance of raw 
material supply, and demand positions, weather which can affect both grain 
production and oil consumption, to name a few. The possibilities are 
almost infinite, and if one were to apply the Murphy's Law which says that 
"if anything can go wrong it will" no business would be done at alL The 
task of the banker is to minimise his own and the owner's exposure to these 
eventualities. 

In addition to the foregoing, there are a number of other problems that may 
evolve in the' future, some of which are sensitive but must be taken into 
account. The first is the role of seamen, who without doubt are the back­
bone of the merchant marine. In 1907, iD the village of Kardamyla in Chios, 
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there were three steamships, orie ·aw:ned by Livanos, another by Ca_rras, -and 
the third by Xylas, 

Today there are over 450 vessels from the same "horio11 ahd many .of them are 
owned by former seamen, The ex,cellent cooperation over the years between 
the Greek shipowners and the crews has contributed enormously to the success 
of the Greek merchant marine, which today represents the largest concentra­
tion of ethnic ownership in the world. I sincerely hope that this coopera­
tion will 'continue to exist so that the Greek merchant navy can remain 
competitive in the future~ This is particularly true since unlike other 
larger countries in Europe ,(France, UK, Germany), the Greek merchant fleet 
is not subsidised by its own national seaborne trade and as cross traders 
the Greek shipowners must retain adequate margins through control of the 
operating costs to remain competitive in .the world shipping market in 
the future. 

It is with great pride that we recognise that this small but highly esteemed 
country has been able to produce the greatest merchant navy in the world 
through this remarkable cooperation between owners and crews. 

The second point is fiscal policy. It. would be most inappropriate for me 
to suggest anything regarding national tax policy but I should point out 
that this too has contributed to the pre-eminence of the Greek fleet over 
the years. We have only to look to Scandinavia for the antithesis. Some 
highly reputable Scandinavian owners, with many generations in the business, 
now face critical problems because of the fiscal incentives which encouraged 
them to renew and expand their fleets as a means of eliminating fleet tax 
_exposure. 

Nationalism 

This will play a larger role in future as we have already seen with the 
emergence of the Soviet fleet in cross trading and we will see an ever 
increasing extent in the lesser developed countries who .desire the prestige 
of national flags. These are naturally matters of concern but I feel that 
the Greek shipowners will continue to play a dominant role they have 
because of their thorough efficiency (provided they can keep their ex,penses 
under control) and because of their traditional commitment to the industry 
over many generations. 

For new technology we can expect faster and more efficient ships and those 
that will reduce cargo handling and turn around time. We might also dream 
a little about the possibility of factory ships that will process cargos 
during the voyage as we have seen in the whaling days or as is being done 
today with the automobile assembly ships in the Pacific islands. One day 
we might even see vessels that will extract the rich mineral resources 
from the bottom of the sea by means of vacuum systems and process the materials 
on board. The only problem here is who owns the bottom of the sea. 

The Greek shipping story is long and impressive: Citibank's·relationship with 
Greek .. shipowners dates from 1910 when we financed an owner from Andros to buy 
a 5,000 dwt scantling ship. Since then we have financed three generations 
with '"'xcellent ex,perience and I ex,pect that we will still be doing so in 
2010 and beyond. 

Shipping is like the sea, it goes up and it goes down, but it never dies. 
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During recent decades, the merchant fleet of Greece has made a truly 
spectacular recovery. In World War II, Greek merchant ships sailed the 
Atlantic and took an active'part in carrying the war material needed for 
the Allied invasion and the liberation of Europe. Most of these ships 
went down in the course of enemy action. They became the graves of approxi­
mately three thousand Greek seamen who found a cruel death in the depths of 
the Atlantic Ocean. 

The reorganisation of the Greek merchant navy began a few years after the 
liberation of Greece - in 1948 - with the delivery of ~a hundred Liberties 
from the u.s.A. Our country has always been known for its unusual power of 
recovery, for its dogged determination in following an uphill course against 
all possible odds. In the case of the Greek merchant navy, the uphill course 
can truly be said to have started from zero as a result of the war; our 
progress has indeed been amazing and unexpected, proceeding literally by 
leaps and bounds. How else is one to describe our merchant navy's growth 
from the 700 ships we had in 1950 to the 4,000 or more we have today? 

However, there is nothing metaphysical or unearthly in this capacity of ours 
for rebirth and recovery. 

A group o;f men, endowed with the most characteristic qualities of our race, 
have without doubt contributed decisively to the miraculous recovery of our 
mer(ohant~~,navy: I am referring to the group of Greek seamen whom I have the 
honour~to represent. Without allowing themselves the least respite after 
the hardship and suffering caused by the war, they remained at their posts 
and continued to man all the new ships added to our merchant navy thanks to 
the persistent efforts of the Greek shipowners. 

It is a well-known fact that shipping is a highly specialised enterprise, 
totally different from enterprises conducted on land: the latter can be 
controlled and directed at all times by the central offices and the men in 
charge of them, whereas a merchant ship is an independant economic unit 
which is compelled, by the very nature of its mission, to move incessantly 
across the world, where it cannot come under the shipowner's immediate 
c9ntrol. The success of its mission therefore depends on the ship's crew. 
If the crew is inadequate or indifferent, any plans for shipping activity 
laid down on paper by the shipowner, no matter how ingenious or inspired, 
will never get beyond the stage of planning. 

This is precisely where the outstanding qualities of the Greek seamen have 
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always made themselves manifest. They have proved to be the necessary 
supplement to our shipowner's abilities and the State's assistance. 

Hard-working, conscientious, imbued with our country 1 S great naval tradition, 
disciplined, yet showing the right kind of initiative whenever the ship­
owners' interests required it, our seamen displayed a sturdy sense of realism, 
combined with understanding, in facing severe odds to ensure first the 
survival, and then the leadership of Greek shipping among its world competi­
tors. There were not a few instances when these fine men gave up their very 
lives in the service of this cause, They reduced and limited their own 
demands so as to keep down the operating cost of Greek shipping, a factor 
which definitely influenced its development and expansion •. 

About 125,000 Greek seamen (including 35,000 officers) man the four thousand 
odd ships of the Greek merchant navy. They are the worthy continuators of 
their older colleagues, the men who first set the' foundations for the growth 
of Greek shipping; they share the same qualities that are the components of 
our race's unmistakable seafaring temperament. But these new men possess 
something more: specialised and up-to-date technical, economical and nautical 
knowledge that puts them on a par with their colleagues in technologically 
advanced European countries. The revolutionary developments of technology in 
recent years have clearly indicated that mental and moral qualities, 
riautical~--~·Xperience and tradition, no matter how substantial, are insufficient 
if "they are' not accompanied by thorough technical and professional training, 
far more specialised and scientific than anything known in the past. 

Greek seamen have responded to the new demands of the age with considerable 
success. The State has assumed full responsibility for the up-to-date 
professional training of our seamen, and has established through the past years 
a whole network of training schools (preparatory, training proper, and post­
graduate courses). Most of them were financed by shipowners, while a number 
of them were started and operated on strictly private initiative. These 
establishments are to be found in many different parts of Greece and offer 
courses completely free of charge. To be more specific: the preparatory 
schools train boys to become members of deck crews on board merchant ships. 
They are given accelerated courses that cover all sections of the nautical 
trade. The training schools proper prepare naval cadets to embark on a 
career as merchant navy officers in the three main capacities of Master, 
Engineer Officer and Radio Officer. There exist sixteen such schools in 
Greece. The high-quality training of men attending these schools has 
received additional confirmation by the fact that they all come under the 
classification of Higher Vocational Education. 

The post-graduate establishments for officers and crewmen of the merchant 
navy, amounting to four at present, offer their students a chance to renew, 
complete and improve their professional knowledge on any new technological 
or other development in the field of shipping, 

The capacity of these training establishments amounts to an annual output 
of BOO boys from the preparatory schools, 930 from the cadet schools and 
7,400 from the post-graduate schools. 

Since these state schools have started functioning - not simultaneously, 
of course, but escalating over a fairly long period of time, as the need 
arose - the manpower of the Greek merchant navy has increased quite consi­
derably. 
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In addition to the State, however, private initiative has also contributed 
a great deal towards manning the merchant navy with competent and well­
trained crews, always under State supervision. As a result of this 
initiative, there now exist in Greece; 

a. Fifteen Merchant Navy Schools for Engineer Officers; four-year courses; 
qualifications required: 3rd form Secondary School certificate. 

b. Twelve Merchant Navy Schools for Radio Officers; two-year courses; 
qualifications required: 5th form Secondary School certificate. 

c. Two Merchant Navy Schools for Masters; 2-year courses; qualifications 
required: 5th form Secondary School certificate. 

d. Three Post-Graduate Schools, training officers in the use of electronic 
equipment. The annual capacity of these establishments now amounts to 1,000 
odd: 75 masters, 492 engineers and 420 radio-officers. 

Anybody studying the development of our merchant navy cannot fail to observe 
that the numerical growth - since the end of the war - of the two principal 
elements of a merchnnt navy, i.e. the ships and the crews - has followed a 
parallel, though by no means symmetrical, course. This asymmetry has become 
manifest particularly in recent years, with the following consequences: the 
120,000 seamen in active service today do not suffice to cover our present 
requirements, for if our merchant navy labour market is to function smoothly, 
we need approximately an additional forty thousand seamen. As you all know, 
this shortage in our crews is by no means an exclusively Greek problem. 
It is basically due to the ever growing rise in the internat.ional standard 
of living, which has been reinforced by the greater availability of well­
paid jobs ashore. This shortage first became apparent in the merchant 
navies of economically advanced European countries; our own country followed 
suit with a delay of several years and on a relatively limited scale. 

It is not possible to quote exact figures concerning this shortage, precisely 
because of the fluidity and peculiarities of the seafaring profession, as 
it is impossible to keep track of people entering or leaving it, or the length 
of time spent in it. 

As regards deck crews, the thirty thousand foreign seamen, mostly coloured, 
employed in the Greek merchant navy are believed to represent the exact figure 
of crew shortage on Greek merchant ships. However, the Panhellenic Naval 
Federation has certain reservations as to this figure, for they hold the 
view that in certain specific cases, at least, the use of foreign crews has 
exceeded real requirements, owing to the shortage of Greek seamen. 

It is a commonly accepted fact that holding on to what one has conquered 
is a much harder task than the conquest itself. In conformance to this 
principle, all those who have helped the Greek merchant navy to reach its 
present position should feel duty bound to continue - indeed to intensify -
their efforts to safeguard that position. This obligation is naturally 
incumbent on Greek seamen as well. However, it cannot possibly be fulfilled 
unless it is counterbalanced by a number of corresp<mdirrg benefits for seamen; 
only thus can the notion of a great and powerful merchant navy, for which 
they have toiled and suffered too much, acquire a positive meaning for them. 
Any contrary policy such as has been so obstinately followed in the past, 
will unquestionably lead to the most disastrous results, for 1 t wi·ll 
debilitate the very backbone of our merchant navy which is none other than 
our seamen~ Instead of covering the existing shortage, our crews will 
steadily prove more and more inadequate in number to serve our ships• 
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requirements. Young men will" no longer feel any incentive" to follow the 
seamen's profession, while those who are already in the profession will 

, inevitably "turn to foreign shipping (in view_of our country being soon 
due to join the EEC) in_search of a better future, in which case nothfrig" 
can or should be done, in all fairness, to stop them. 

This mathematically predictable increase in the shortage- of our crews ·Sf:l~ 
naturally necessitate an ever larger recourse to foreign crews, the final 
consequence of which will be a radical change in the traditional character 
of our Greek crews. 

All of us who are involved in the merchant navy have surely had some 
experience of this change; fortunately it is still being found on a limited 
scale only, and remains restricted to the lower and unskilled members of 
our crews; however, none of us can deny that such experiences of the change 
as we have had were far from satisfactory. 

The Greek seamen agree that their own progress and prosperity is of necessity 
"dependent on the progress and prosperity of the Greek merchant fleet as a 
whole. But they would like to believe that the representatives of the Greek 
merchant iieet will agree in their turn to the reversal of this principle -
in other words, that the progress and prosperity of the Greek' merchant fleet 
is of necessary dependant on - at least to a certain extent - the progress 
and prosperity of the Greek seamen. r 

The Pimhellenic Naval Federation has found, t;"0, their deep satisfaction, 
that the present administration of Greek ship8wners have already begun to 

'"ope"rate along these lines. . . 
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1 

When tourism is described as "an industry without chinmeys" the suggestion 
is clear that in order~\,to gauge its effects on a country's economy with any 

···~ ~ 

accuracy, one. should take into account its special features as well as the 
fact that non-economic factors can seriously ir\'iluence the supply and demand 
of· the 11 tourist product". ~ 

Of the special features of tourism as a sector of the Greek economy, I would 
like to note a few of them which are of particular importance to it" 

I will begin by saying that tourism belongs to those par.'~excellence sectors 
of the qualitative development of the country's economy. /'''It produces non­

_ material goods which are classed as services~ Moreover, the services it 
provides are directly connected with the physical and spiritual health of 
man and with the enjoyment of the right to rest and leisure. Indeed, in 
Greece, the services rendered by tourism are also offered in· a spirit of 
traditional hospitality which goes beyond the limits of any overdeveloped 
professionalism. 

The\.iast recession has shown that tour:ism has a special resistance to the 
deterioration of the world economy and that it can overcome its ill effects 
with much greater ease than other sectors of the economy. Thus, while in 
1974 Greek tourism had been reduced by 31.1% in comparison with 1973, 
in 1975 it sprang back to the fringes of the 1973 figures with 3,172,986 
tourists compared to 3,177, 682 which, up to then, had been Greece's best 
tourist year. 

The general infrastructure which is necessary for any kind of economic 
development favours tourism as well and the special tourist infrastructure 
in turn contributes positively to the development of a region and it does 
this in many ways. And as the recent measures taken to develop Greece's 
border areas have proved, tourist development can easily be linked to social 
(improvement in living conditions) and other more general national aims. 

There are rib o'bjective standards by which one can judge the ~ensitivity of 
tourism to challenges of a political, social (e.g; inte_rnal upheavals) , or 
sanitary (e.g. epidemics) nature. It is certain, however, that when the 
causes are removed or reduced, recovery is much faster than in oth~r sectors 
of economic life. The acute crises in the Middle East and in Cypr~s in 1974, 
which led to a large reduction in Greek tourism, as mentioned befo~e, were 
followed by a rapid rebound as soon as they had somewhat subsided, which 
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began as early as in April 1975. One might dare to generalise by saying that 
the latter-day tourist has developed a particular resistance in this respect 
and become crisis-proof. 

Tourism can be blessed with a well-balanced development when it can offer 
landscape goods such as a clear sea, a beautiful coastline, picturesque 
hills and peaceful lakes, and environmental conditions such as a different 
life style, places of historical or cultural interest or a different social 
'environment. This means a geographical distribution throughout the country 
and an equally decentralised distribution of income. This occurs basically 
also in Greece' ,,\1<3:!'e the prerequisites for tourist development exist 
practically throughout the country and where a properly conceived programme 
could lead to a country-wide development of tourist resources with all its 
well-known positive resultso However, in periods of crisis or recession, 
the repercussions are general and do not only afflict the over-developed 
tourist spots such as Rhodes, for instance, but almost the entire countryo 

All the research conducted by the World Tourism Organisation, the OECD 
and the European Tourism Committee on the prospects for tourism agree in 
the fact that the increase in world tourism will continue - a growth rate 
of 57% is estimated between 1975 and 1985 - and that the economically 
and socially developed countries (the West and Japan), i.e. the tourist 
generating countries, will show a continuous increase of their travelling 
populations at least up to the year 2000. This is attributed mainly to 
the increase in their real incomes, to their motorisation, to the improve­
ment in means of transport and communication, to uibanisation as a result 
of continuing- industrialisation, to increased education, to travel facilities 
(e.g. paid leave, professional travel) to fashion, to the social prestige 
~'f those who travel abroad and to the demonstration effect. 

This increase from the tourist generating countries will naturally benefit 
the tourist-receiving countries provided they not only dispose of the 
attractions I have mentioned before - natural beauty and environment - but 
provided also there is a difference in the relative price levels of the 
country of origin and the' t?urist receiving countryc As one can observe 
in the Guide of Travel Costs Around the World, published in the Financial 
Times on May 28, 1975, Greek prices are far lower than those of the tourist 
generating countries. If the predictions made for the next five years 
(1975-1980) are borne out, this difference will continue to exist. For each 
country, naturally, there will be a different relation in prices such as 
with the United States, United Kingdom, Sweden, France and Switzerland, for 
instance. But for all of them together and for each, separately, Greek 
prices will definitely be lower. 

On the other hand, there are limits to how many tourists a tourist receiving 
country can accept, however dynamic or elastic they may be. Wi,thout going 
into detail I shall merely note that the maximum number of tourists we can 
accept in Greece, with present forecasts, is eight million, while the 
optimum number is reckoned at ten to twenty percent less. 

I I. 

Within the framework I have described and with the general observation that 
tourism is only one of and not the most important of the large development 
branches of the Greek economy - industry and shipping continue to dominate 
in this respect - I shall try to analyse the effects of tourism on some 
basic economic aspectso The quantitative aspect of the analysis will not 
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be complete because - as happens in many other developed countries - several 
special studies do not exist and because certain effects of tourism, e,go 
social effects, cannot be measured quantitively, 

l, Effects of tourism on the national income. 

Those who derive their income directly from tourism are the people who work 
in the industry such as hotel personnel, those who offer services such as 
transport and supplies (e,g. hotel caterers), Those who work in the building 
trades or supply building materials also derive an income from tourism through 
capital expenditure for building a hotel, for instance. From there we get 
the multiplier effect of increased income by those who benefit from the 
increased purchasing power of the people who derive their direct income from 
tourismo They derive an indirect income from tourism? These economic results 
are reduced by the need for more imports (meat, for example) but as far as 
the tourist sector is concerned, the balance is a positive one., Mor:-eover 11 

even though accurate figures with respect to other sectors are not available 
(e.g. farming) the income-generating potential of tourism in Greece can be 
considered strong~ The distribution of this income in general and its 
geographic distribution as well are sat.isfactory and it is the policy of the 
state and of the National Tourist Organisation to continue to improve them 
and broaden them as much as possible (e.g. by increasing income and creating 
new tourist regions). Although the quantitative contribution of tourism to 
the national income has not been accurately assessed, it is Fot a small onee 
Also, the multiplied income effect is significant and a ratio of 2.5 to 
3 times the expenditure inflow may not be far from the truth.-

2. Effects on the balance of payments. 

It would not be an exaggeration to say that the tourist development of a 
country is usually linked with its capacity to earn foreign exchange, Also, 
the development of domestic tourism, provided the right conditions exist, 
in relation to other industries, is much more feasible, has more scope, 
involves much small expenditures and produces relatively stable gains, 
Moreover, tourist markets abroad, in the developed countries in particular, 
are not difficult to win - they are not protected - and their continuing 
expansion provides large margins for a satisfactory participation in them. 

The calculation of the contribution of tourism to the balance of payments 
can be made in different ways. First by calculating the difference between 
the foreign exchange brought in by tourists visiting Greece and that spent 
by Greeks on travel abroad. In 1973, 1974 and 1975, foreign exchange 
earned in this respect was 515, 436 and 621 million dollars respectively. 
Foreign exchange issued to Greeks travelling abroad was 72.5, 74,0 and 89,3 
million dollars, leaving a favourable balance of 442, 362 and 532 million 
dollars, For many and well-known reasons (currency restrictions, difficul­
ties of comparison, non-representative figures) this calculation cannot give 
a satisfactory result particularly as far as exported foreign exchange is 
concerned, Another calculation is made with the contribution by tourism 
to the narrowing of the balance of trade deficit. The following table 
gives the figures in this respect for the last three years, 

Year Imports in Trade Foreign exchange Percentag:e 
u.s. $ Deficit earned from tourism 

1973 4,030. 8 m r. 2,800,·3 .m 514,9 m 16.4 

1974 4,639,2 m 2,861,1 m 436,0 m 15,0 

1975 4,875,7 m 2,916,1 m 621,3 m 24.7 
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Although this calculation gives a more convincing picture it is still not 
complete. A more accurate calculation should, among other things, take 
into account the following: The foreign exchange paid out for capital 
expenditures on tourist projects, the payments on tourist capital loans 
contracted abroad· as well as the exported profits of foreign tourist 
enterprises operating in Greece. Also the expenditures for imported 
goods and services used by tourists, promotion expenditures abroad, 
training expenses abroad for Greek tourist trade personnel and the 
increased imports made necessary by the higher income earned by people 
engaged in the tourist trade. 

A calculation that takes all these factors into account has not been made 
in Greece and there are doubts in general whether it could be made even 
roughly. The indications which,cd·o., exist, however, and which are related 
to many of the above factors, show that the contribution of touri'sm>to 
the Greek balance of payments is very important and will continue t.;" 
increase in importance, particularly if one considers that for 1976, the 
foreign exchange earnings from tourism will be in the order of one billion 
dollars. 

3. The effects on employment. 

The nature of tourism is such that it is difficult to calculate its effects 
on the country's general degree of employment. Nevertheless, as a service 
industry, it has the capacity to offer employment to a very large number 
of people. It should be noted here that tourism offers employment not only 
to those engaged exclusively in the tourist trades (e.g. hotels, travel 
agencies) or to those engaged in tourist services such as transport, but 
also to those in trades which supply tourism such as building workers, fruit 
growers, advertisers, etc., and those who administer (control, coordinate) 
tourism. The staff of the National Tourist Organisation and the Tourist 
Police, belong to the latter category. 

Although this is a generalisation that is not founded on firm grounds of 
experience, one could say that tourism, compared to other sectors of the 
economy, creates jobs more easily and more quickly than other sectors of 
the economy and that the wages earned in the tourist trades are usually 
higher than in many other sectors. This is linked with the unforeseen but 
nevertheless substantial income derived from tips and other kinds of gifts 
or bonuses related to the spending habits of tourists. Percentages of 
20 to 150 may not be too far from the truth. 

About 100,000 persons are directly employed by Greek tourism and although 
the relation between investment expenditures and jobs created is quite 
large it is, on an average, smaller than in investments, for example, in 
industries that have not become entirely automated. The weak point of 
tourist employment is that it is seasonal. About 50% of those employed 
work for only part of the year. Greek tourism is making efforts to extend 
the season - the natural possibilites are favourable - and to create 
winter tourism in order to reduce the effects of seasonal employment. 

Moreover, in Greece, as in other developed countries, the labour shortage 
is daily becoming more acute. The percentage of skilled and semi-skilled 
personnel is becoming steadily smaller and the enrolment in training 
schools for tourist trade personnel is relatively limited. And so we see 
the beginning of trends by which forms of automatic tourist service are 
sought (e.g. in hotels and restaurants) so that personnel requirements are 
reduced or that the personnel available can be used in better-paid positions 
(e.g. in luxury restaurants). 
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4. The Effects of Tourism on the General Level of Prices. 

The general effect of tourism on price levels in Greece does not appear to be 
higho Of course, there are fluctuations due to its seasonal nature and its 
geographic distribution throughout the country. According to recent calcula­
tions based on the participation of tourist spending in Greece (4% on an 
average for 1973 and 1974) and on the annual increase of foreign exchange 
earnings from tourism (with an increase of 25% - 30% in tourist spending and 
an increase of 26.9% in the consumer price index during the same period 1973-
74) the effects of tourism on the general level of prices were 1 to 1.4% which 
is relatively a small percentage and cannot upset the balance of supply and 
demand. 

Inflationary tendencies can be noted also in the price of land or other forms 
of property (e.g. houses of cultural or historic value) which are offered for 
tourist purposes. Unfortunately, there are no data for the entire country. 
But I will mention cases where prices have risen 3oo to 1500%, particularly 
with regard to land by the sea, for property that lends itself to tourist 
development. ·The ,policy of state exprop'z,:t:.,.tion on behalf of third parties 
for the sake of tourist development which has been followed in recent years 
gives rise to many questions, problems and doubts, 

A general improvement in prices has been noticed in handicraft items sold 
to tourists, particularly those which are not standardised or which have 
artistic value. 

IIL 

The effects of tourism on the· Greek economy appear also in two other sectors 
although, because they cannot be measured, they are classed as social bene­
fits or social costs with no way of assessing them quantitively. More 
specifically: 

l. In the Environment. 

Every form of development is bound to create changes in the environment. The 
same applies to tourism. Here, however, the changes can be positive by 
definition, because every proper form of tourist development implies a 
parallel preservation of the country's natural and cultural environment. An 
attractive environment is the quintessence of tourism. According to the Greek 
Constitution of 1975 (Art. 24, par. 1) "The protection of the natural and 
cultural eny.~ronment is an obligation of the state". The tourist policy which 
has been followed from 1974 onwards is being applied under the guidelines of 
protection and improvement of the environment. Our programmes, such as the 
maintenance of traditional settlements, and the development of new regions 
or the approval of hotel constructions plans, clearly follow this line. 

IJ..uring the past, seven years there have been some obvious encroachments on the 
8"nvironment - huge hotels on the sea shore - and other disturbances and 
distractions of the ecological elements of the environment resulting in 
pollution, noise, etco In general, however, tourist development has fortun­
nately been the cause of only very few instances of such encroachments in 
comparison with other culprits (e.g. industrial development, wastes), and 
could have been avoided with proper planning. For tourism, at least, and 
almost without exception, the valid rule is: protection of the environment 
depends mainly on correct state planning and the application of a tourist 
policy. 
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2" In the Social Structure. 

Among the social effects of tourism, those which can be stressed as positive 
are the fact that it helps in creating a world culture, in removing prejudices, 
in peace an~ understanding among individuals and peoples, in overcoming 
complexes among the underdeveloped and making indigenous populations develop­
ment minded and anxious to achieve higher standards of living. Among the 
negative effects are the demonstration effect which prompts indigenous 
populations to adopt the consumption patterns of the tourists which corres­
pond to higher incomes and the holiday spirit. Another effect is the 
introduction of social problems (e.g. alcoholism, drugs, prostitution, 
vagrancy) which do not exist, or do not exist in an acute form, in the 
receiving countries or of moral ways and manners which offend the receiving 
country's moral or religious structure. Finally, the concentration of a 
large number of tourists in a receiving country might endanger the identity 
of a country or of one of its regions and create social problems with their 
different life style and higher income level. 

While some of the positive effects of tourism have made themselves felt in 
Greece such as a familiarity with world culture or more specifically, West 
European culture, the negative effects that can be seen are very small. 
Greece's basic cultural orientations stand in no danger from tourists and 
neither do our religion, our national identity nor the main traits of our 
national character. Fortunately, also, the spread of destructive social 
problems such as narcotics is very restricted and the involvement of 
tourists in it is very sma:fi;

0

.:,.Nevertheless, there are dilemmas with regard 
to the policy to be followed in regard to the social effects of tourism. 
The restriction of tourism to visitors who belong to the higher socio­
economic levels increases the danger of social gaps even though it is a more 
economically beneficial policy. On the other hand, to throw ·our doors open 
to the 11 barefooted brigade" from which there are no economic benefits, or 
even negative effects, helps to overcome the underdevelopment complex and 
in understanding individuals and peoples. 

Greek tourist policy is lodged within the framework of the general planning 
of the Greek economy which is made by the Ministry of Coordination and 
Planning. 

The National Tourist Organisation of Greece is the medium through which this 
policy is applied" It has the responsibility for carrying out tourist 
development research, partial planning, tourist promotion abroad and the 
training of tourist trade personnel. It undertakes the execution of special 
tourist infrastructure works and the establishment and management of units 
such as hotels, ;c;i·m.ping sites, bathing beaches, etc. It supervises the 
tourist trades in general and provides assistance and incentives to various 
sectors of the tourist industryo Its ma~n role, however, is to coordinate 
and the motto of its current policy is: Close cooperation with all who have 
direct or indirect connections with tourism because.tourism is an endeavour 
that needs the efforts of all working together and of each one on his own. 
The Organisation's revised budget for 1976 amounts to 1,400,000,000 drachmas 
and is only slightly less than the budget of the Ministry of Public Works. 
The Public Investment Budget amounts to 1,328,000,000 drachmas. Both 

·budgets depend to a great extent (73.4%) on state support. The balance is 
derived from property revenues and exploitationso Special tourist taxes do 
not exist except for a tax on visitors which will be applied from 1977 and 
will be crc.source of revenue for local authorities<> 
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With reference to the state's investment policy, I would like to note two 
special cases which are of particular .interest to tourist development, 
They concern investments which can be made through the importation of 
foreign capital, Le, •capital from abroad. Law No. 2687/1953 "on the 
investment and protection of foreign capital, which is constitutionally 
guaranteed 1 is valid also for tourist investments and gua,rantees a series 
of privileges, starting with tax exemptions and ending with the ability 
to re-export interest, profits and capi t.alo Also, economic incentives 
are provided for investors who build hotels and other tourist installations. 
Reduced rates of interest are applied such as 9%, 7% or 5%, according to the 
region and in the border regions, as well as other privilegeso Tourist 
investments by foreign investors are welcome in this country, particularly 
at a time like the present when automation ~s being introduced in which 
case the know-how of the advanced count,ries could make an important 
contribution to the further development of tourism in Greece. The same 
applies to sectors, such as that of winter tourism, which is just starting 
and could be accelerated or to the development of spas which has not yet 
taken definite shape, 

V. 

In order to appraise correctly and to the full extent the effects of tourism 
on the Greek economy, I must refer, even briefly, to the problems of depen­
dencies connected with the tourist industryg In two words, there are no 
dependencies, at least up to the present, which could create special dangers 
or special sensitivities in Greek tourism. This is an important fact which 
should be noted since it is fundamental and has a great bearing on tourist 
policy. 

For one thing, as I have mentioned before, the tourist industry, albeit 
important, is not the only industry in Greece and not the main industry, 
so that the nation's economic life and prosperity should depend on it alone. 
Tourism, with an income of $621. 3 million ranks fourth in the balance of 
payments, preceded by exports with $1,959,6 million, shipping with$853.8 
million and emigrants' remittances with $733.6 million. It is true that 
certain of the country's regions depend more on tourism than others (e.g. 
Rhodes and Corfu) but there too an effort is being made to achieve a well­
balanced development such as exists in the province of Magnesia for 
instance~ 

Moreover, Greek tourism does not depend on one country alone for its visitors. 
In 1975 the number of tourists from the u.s.A. was 485,575 (17.4%) from the 
U.K. 319,510 (12.1%), from Germany 397,405 (15%), from France 223,756 (8.5%), 
from the Netherlands 59,378 (2.3%), from Switzerland 66,879 (2.5%), as far 
as the advanced countries of the West are concerned. From the Eastern 
countries, the number of visitors from Yugoslavia is impressive: 259,885 
(9.8%). Finally, Japanese visitors numbered 27,925 (1.0%). Our policy 
of "selling" Greece in other markets such as those of Canada, Australia, 
South Africa and the Eastern countries, will reduce even further any form 
of dangerous economic dependency. The fact remains that all the economi­
cally developed countries of the West are and will always be the main 
countries of origin from Greek tourism but that does not mean we are wholly 
dependent on them or exclusively dependent on any one of them. 

The participation of foreign capital in our tourist development has been 
insignificant so far and the use of foreign manpower has been almost non­
existent. The imports of material and equipment in the past have been quite 
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large but with the rapid industrialisation that is going on, such imports 
are steadily declining and cannot be considered a dependency of .any kind. 
Large, multinatig~al, tourist.companies of a dominating. or nee-colonial 
character or with' a vertical or horizontal integration of their operations 

' 

The Greek tourist market is distinguished by a plethora of medium-sized 
and small enterprises and there are no signs of any change in this respect. 
This is another reason why the outward-looking tourist strategy of'Greece 
is generally beneficial and more broadly acceptable by all interested 
parties. 

The only area where some depe~dency can be observed is in the marketing of 
foreign markets. But this is unavoidable, given the nature of the tourist 
industry. But here, too, if one takes into account the fact that most of 
the markets in the countries of origin are neither monopolistic nor oligo­
polistic in character and that there is a great deal of rivalry among tour 
operators, wholesalers and the airlines in each country and between each 
country, the degree of dependency, for the present at least, is greatly 
reduced. 

Moreover, the fact that political or other reasons (e.g. social, change or 
fashion), restrict the number of host countries now and again and increase 
the demand for other tourist destinations, can reduce and even nullify 
completely such dependency. 

VL 

I would not like to close these thoughts without referring to the aspirations 
of Greek tourism with respect to our pending entry into the Common Market'. 
Here, the future field of activity seems vast because tourist cooperation 
between the members of the Community has only now (Spring of 1976) begun to 
take on flesh and bones with the establishment of an "inter-services committee 
on tourism" within the E .. E.C. 

The E.E.CQ's interest in tourism appears to be growing and there is the possi­
bility that assistance could be forthcoming from the Regional Fund and the 
Social Fund for tourist purposes. 

Also, it is hoped that Greece's contribution will be considerable in the 
future development of tourist relations among members of the Community • 

.. Indeed, such relations could become one of the most important· links that 
bind them together and on a broader than a mere economic basis as evidenced 
for instance, by the attempt to institute a common E.E.C. passport. 
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DOING BUSINESS WITH GREECE jJ.' & 4 June 1976 

Athens Hilton - Greece 

THE ROLE OF GREECE AS A REGIONAL CENTRE 

Mr Minas A. Zombanakis 

Vice-Chairman 
The First Boston Corporation 

I would first like to deal with the political and strategic considerations 
of the country's position and then go to the practical aspects of the 
subject as we see it in the business world. 

Following the tragic events of the summer of 1974, when Turkey took 
advantage of a series of unfortunate episodes and invaded Cyprus, the 
relations with Turkey have been the predominant factor of the country's 
foreign policy. Simply speaking, Greece now struggles to secure a just 
solution to the Cyprus problem and on top to prevent any aggressive notions 
that Turkey may have in the Aegean region. These two major preoccupations 
have forced the country to devote a large -portion of its resources to 
defence. It has also accelerated its e~forts to become a full member of 

·EEC, not only for the economic benefits it hopes to derive from such an. 
association, but also because the Government believes that an integration 

·with Europe will be an organic form of security. 

Although the efforts have failed so far to bring about a just solution for 
c'YP:;:-ps, they seem to have succeeded however in: _,,. _ __.... 

a) pepriving Turkey of the possibility of a surprise adventure against 
Greece, as the country now feels secure due to its defence capabi­
lities. 

b) Exposing and. isolating Turkey internationally, as demonstrated in 
the vote of the U.N. 

c) Demonstrating to the E.E.C. the need of accelerating Greece's 
membership and 

d) Allowing the Government, from a position of strength to reassess its 
relations within the Western alliance and specifically with the u.s. 
following the withdrawal from the military establishment of NATO 
in 1974. 

As these objectives have been achieved, the country now seems to be 
proceeding to reconstruct what it believes to be a well-balanced foreign 
policy which will allow Greece to survive, to pursue the. freedom o.f its 
polit.i'cal choices and, by solving its .pressing problems, to allow it to 
play a constructive role within its geographic environment. 

May I take the liberty, Ladies and Gentlemen·,·_.. to outline very briefly 
··-some' practical views as to the path that the ·country may follow in the 
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reconstruction process. of its foreign policy, wi thi.n the context of 
present world realities' 

On the dispute with Turkey, both countries must realise that they have 
much to lose from the continuation of the present stalemate, A 
practical and just solution to Cyprus must be found fer it is unthinkable 
to believe that, in terms of 20th Century considerations, world opinion 
can accept such a-fait accompli as the Turks hope to have created, Unless 
this takes place and soon, Cyprus may end up to be a far greater destruc­
tive element to Turkey.J,s foreign position than it. has been so far .. 

On the Aegean question, Turkey must realise that it must follow legiti­
mate channels to pursue its claims, if it believes to have such claims, 
for any change in the status quo, imposed by force, is likely to 
provoke appauling reactions in the area which will not spare Turkey 
itself, considering the present interests of Russia in the Medit.err:anean 
region and more recently in the Indian Ocean, 

These and other developments in our region, such as the possible outcome of 
the Italian elections, make it imperative that the two countries find a 
modus of peaceful co-existence as soon as possible and turn the present 
negative attitudes into a spirit of cooperation which will allow them to 
jointly pursue their common interests in the area. 

Relations with the EEC represent today one of the corner stones of the 
country's foreign and foreign economic policies. However, in the pursuit 
of these policies, we should not overlook the following elements: 

That since the economic crisis of 1973~1974, Europe itself has moved 
closer to the u.s. "for its defence requirements, asit has become 
evident that the Continent does not have the means to finance its own 
nuclear deterrent; so the closer we get to integration with Europe, 
the more we have to depend on the Western alliance for our own defence. 
This we must realise, if we wish to pursue our efforts for European 
economic integration, otherwise it may be an inconsistency in objectives~ 
Naturally, we should see to it that the members of the alliance will 
respect territorial rights, in other words, that Turkey '.s 1974 behaviour 
will never be repeated. 

That the policy of the so-called detente, if anything, has convinced 
· tme Europeans, including the major communist partloes of Europe, .that 
the U.S. has to stay in a strong position domestically and internationally 
for it is only through equality of strength that detente can be preserved 
and thus Europe can be spared from the consequences of its failure, at 
least until such tlome as Europe can achieve self-sufficiency in defence. 

That the economic problems of Europe are such that. the original objectives 
·of political, economic and monetary integration may have to be altered 
severely and in some areas be abandoned. With the economic crisis of 
Italy, of the United Kingdom and the potential strains on France, we 
are moving inevitably towards a major reappraisal of the structure of 
the European Economic Community and the results of such a reappraisal 
may not necessarily suit relatively weak countries like ours. Plainly 
speaking, unless Germany is willing to pool its external resources with 
the· Community (a very doubtful possibility one must admit) , the weak 
countries of Europe would be forced into prote ... td:onist policies and 
eventually a two-tier membership may evolve. To b.e more specific, 

··, 
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we may see a differentiation in relationships between countries within 
the community, 

We should not, overlook the fact that considerable economic resouzces 
have been shifted towards the oil producing countries of the Middle 
East in the form of balance of payments surplus, which will inevitably 
induce considerable economic activity from which we should be able to 
benefit to the maximumo Greece is presently in a unique position to 
benefit f:rom such developments and thus lessen its absolute dependence 
on the fortunes of Europe, The Government should actively pursue to 
opportunities offered to 'the Greek economy in that part of the world, 
and as we have seen from the present conference' we have all the 
potential to do soo We should be able to at, least join the countries 
of the OECD that have succeeded to equilibrate their balance of 
payments through an increase of economic relations with the OPEC 
countries~ 

Let me now proceed to the practical aspects of the role that Greece can play 
within the area of the Middle East and the points where we can contribute 
and where we can benefit from the area: 

Following the tragic civil war in,Lebanon, Greece has emerged as one of the 
possible regional centres for companies doing business in that part, of the 
world, Although other locations have attracted a portion of the uprooted 
business community of Beirut, by far the greatest number have moved to 
Athens so far, The only other point of attraction up to now seems to have 
been Bahreino Egypt which would have been the most logical location, has 
lost this advantage due to lack of communication facilities and a suitable 
business infrastructure. 

Among the prime attractions of Greece are said to be good facilities and 
legislation favourable to the establishment of companies whose objective 
is to conduct business outside of the country~ The decision to move to 
Athens was reinforced greatly by the fact that democractic institutions 
had been restored after a long period of military regime and this is a very 
important consideration for companies whose move to Athens represents a 
long-term commitment. 

The debate in the press that the relocation of these companies has provoked, 
has helped in defining the positive and negative aspects of Greece as a 
centre, On the positive side, it is stressed that Athens offers good schoo­
ling, housing, telecommunications and most importantly, the favourable tax 
provisions of Law 89. Quite correctly, it is stressed that, while the Beirut 
exodus has placed a severe strain on these resources, Athens has absorbed 
the surplus with minimal difficultieso On the negative side, it was pointed 
out that it is difficult to maintain contacts with events and personalities 
in the ,Arab world residing outside the area. Athens then is viewed as a 
temporary stopgap until either Beirut recovers or other middle East cities 
develop the necessary facilities. 

There are other factors offered by way of support and criticism of Athens 
as the successor to Beirut but they all miss the mark. The central question 
is whether Athens can, in the long run, be a suitable location from which 
international companies can establish or service and monitor their opera­
tion throughout the Arab world. 

It is my view that it is unrealistic and inappropriate to evaluate Athens 
by the criteria which for many years made Beirut the great crossroads 
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between the Near East and the rest, of the world. Beirut achieved prominence 
during a period in the development of the Middle East which was dominated 
purely by commercial interests, Under these conditions, Beirut served as 
a centre for commercial representation, as a window for information and 
as an area of· financial intermediation, while it,continued to serve as a 
recreation and vacation centreo 

Now, liooever, with the tremendous increase in bUsiness activity financed 
by the oil price increases, companies are no longer confined to small scale 
commercial interests. Their objectives in the area are much greater and 
they include, among other t,hings, the possible location of industrial 
capacity as this will inevitably happen in the process of shifting actual 
resources to a region that has acquired a great importance for the world. 

Decision on location, therefore, is now influenced not only by such factors 
as geographic proximity, communications and other such prerequisites, but 
also by t,hE! availability of skilled, managerial and scientific manpower 
which can be used by the world corporations for their long-term objectives. 
In this respect, comparatively speaking, Greece can offer more than any 
other country in the area east of Italy. Of course, other Middle East 
locations have attractions as well and, one must not ignore the possibili­
ties offered by such countries as Egypt, Iran, Turkey and eventually 
countries of North Africa in a wider context. The determining factor, 
however, in the final analysis will be the availability of resources and 
the governmental attitude when decisions for location are made, Greece 
so far can show some very impressive advantages~ 

l. It is a society fully committed to a free enterprise system and a 
successful one at that. 

2. Its expected full membership with the E.E.C. can act as a bridge for 
industrial and commercial,intermediation between the Arab world and 
Europe i tselL 

3. It has an ample capacity of skilled manpower and, in addition, it is 
susceptible to an influx of foreign technology and manpower. 

4. It possesses the social infrastructure which can support an increase 
in industrial and commercial activities. 

5. Its legislative attitude towards foreign investments and more 
specifically towards the establishment of offshore companies, is 
adequate. 

But above all, Greece can offer to the Arab world the experience it has 
gained through the process of its own development in the last 20 years, 
a development wnich has resulted in dramatically raising the standard of 
living of its people, a development which in actual terms can be rated 
second only to Japan's among the OECD countries. These experiences are 
most valuable to the oil producing countries as they would try to use 
their newly acquired wealth to develop their own economies. Because of 
Greece's geographic proximity and its long-standing historical connections 
with the Arab world, our experien'ce in development is far more relevant 
to the region than that of other highly industrialised societies. It is for 
this reason that one sees even today the predominent role that Greek compa­
nies play in various fields of activities, such as construction, transpo,ft.~,":"' 

tion, etc.n 

so, the long-term trends and objectives are the factors that will det,ermine 
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the- role that Greece will play as a centre in the new development in this 
part of the_ world and, in this respect, even the reopening of Beirut will 
not necessarily reverse the trend that has started. 

What is important for the Greek side is to realise these potentials and 
adopt the approp.riate complimentary attitudeo This includes a realistic 
assessment, on the part of the Government and the monetary authorities, 
of the laws and regulations which could facilitate not only the establish­
ment of foreign interests in the country, but equally important the activities 
of Greek firms in the Middle East area. Extensive search is required, for 
example, to determine the relations that the country should establish with 
the Middle East. The monet.ary authorities must define and clearly state 
the way financial institutions oriented to the needs of the area can locate 
hereo 

Fortunately, the initial signs of Greek-Arab cooperation are al:r-eady in 
evidence in fields such as town-planning, housing development, port expansion 
and transportation services from Europe to the Arabian Peninsula, and such 
activities are taking place in a spirit of real understanding and long­
standing' friendship that exists between Greece and the Arab world. 

A strong commitment on the part of the Government at an early stage to 
achieve this potential will greatly encourage the trend towards Athens 
becoming a regional centre for the Middle East and in the process 
accomplish the further objectives of increasing the economic influence of 
Greece in'both the Mediter.ranean aild the E.E.C. and establishing the country 
as a bridgehead between the Middle East and Europe. 

May I say, as a concluding remark, that all that we have said could be 
achieved only if Greece is able to maintain the political stability that it 
enjoys at present and offer such stability as one of the main ingredients 
of cooperation with others. It is only through a strong political structure, 
Ladies and Gentlemen! that we can maintain our freedom and our right to a 
democratic dialogue, in the midst of violent changes that are presently 
taking place within our part of the world. Only united and free from 
sterile and dogmatic prejudices can we resist pressures 1 enjoy the opportu­
nities we have and guide our own destinies to where we believe them to be 
in the interest of our people. 
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In preparing this address, I though that the best way to go about, was an 
analytical approach of the subject, that is, in the first place to examine 
how the existence and operation of the :P,U.Ei1hcANAL influenced the transpor­
tation pattern of Europe, what happened when the Suez Canal was closed in 
1967 and against this background to deal with the influenc,e of its re­
opening to the Greek Industry at the different stages of its development. 
From very early in life it was established that the cheapest way of 
transportation is by sea~ Since then, people are in continuous search 
of improved transportation means, 11 better ships 11

, and of exploring the 
seas, so that shorter transportation distances and s~fer conditions are 
established. 

The opening of the Suez Canal was the result of such endeavours. 

It is worth mentioning here that the first idea of connecting the Eastern 
Med. to the Red Sea belongs to the ancient Greeks. It was during the far 
reaching campaign of King ALEXANDER THE GREAT, to unite into a very large 
empire all the known World from India to Greece and to spread the Hellenic 
civilisation and culture to the barbarians, that it became clear that 
transportation of troops and equipment in large scale and over long 
distances-could not be effected by land. 

King Alexander's Admiral, Nearchos, got the idea to shift overland ·the 
entire fleet of vessels across the desert to the Red Sea. 

The difficulties and obstacles were formidable. But the crafty admiral, 
after careful exploration of the morphological conditions of the ground 
and using the intervening lakes, achieved what was considered impossible., 

Nearchos was the man who showed the World that East and West should commu­
nicate through the Egyprian sandy strip, and thus he can rightly claim 
the title of the Suez Canal Godfather. 

Twenty one centuries elapsed before FERDINAND DE LESSEPS, a visionary 
Frenchman, following the steps of Nearchos, persuaded the strong of the 
Earth to invest him with authority and means to realise his dream of 
connecting Med. and the Red Sea by a Canal. The daring enterprise after 
long years of_ hardship and tribulations, was brought to a successful end 
and the Suez Canal was opehi9:':to shipping in 1869. 
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The opening of the canal brought. Europe nearer to the East. 
were shortened by 4000 miles and the voyage hazards greatly 
riches of the East became easily available to the European 
time when the industrial revolution was in full swing. 

The sea routes 
reduced. The 

Markets, at a 

During the lOO years from its inauguration to 1967, the influence of the 
Suez Canal to the European and the World industrial development and economy 
continuously increased and culminated in the unprecedented prosperity of 
the sixties and early seventies. .During these long years, and especially 
after oil became the prime scurce of energy, the World came to believe 
that the existence of the Suez Canal was a fixture of the World development 
and all economic considerations were taking its free operation for grantedo 

The decision of Egypt to close the Canal to world shipping as an aftermath 
of the Middle East war in June 1967 was received with surprise and awe. 
Transportation routes, established through lOO years of continuous develop­
ment were suddenly to be abandoned and new principles to be quickly 
considered. But the impetus of the industrial development and the prosperity 
was strong and the World economy was able t.o absorb quickly the imposed 
shock and to adapt the economics of transportation to the new pattern; the 
size of vessels was reconsidered, new ports were developed for larger 
vessels, .industries were established along the coast of Africa, new energy 
sources were developed in spots nearer to the consumption centres, and 
even a pipeline across Africa was considered, so that the sea transportation 
length and time could be reduced. 

So, by 1972, the European and World economy had fully recovered from the 
jolt of the Canal closure and people all over the World were convinced 
that life could, after all, continue even if the Suez Canal ceased to 
exist~ 

But the newly established, post Suez closure, prosperity, came to an abrupt 
end in October 1973 by the new Middle East war and the Arab Oil EMBARGO. 

This new threat to the World Economy proved, by far, more devastating 
than the closure of the Canal, as it required a complete reappraisal of 
established basic economic factors and principles. 

It is not within the scope of the present address to elaborate on the 
conditions created by the realisation of the fact that the MIDDLE EAST 
OIL is the main SINGLE FACTOR which can have a continuous direct influence 
on the World Economy, except in pointing out that within the still 
persisting chaotic conditions the OPENING OF THE SUEZ CANAL lost its 
expected significance. 

The Canal was re-opened to shipping on the 5th June 1975, after remaining 
closed for exactly 8 years. As a result, the length of the voyage from 
the PERSIAN GULF to Northern European ports is reduced by 4730 miles or 
approx. 13 sailing days and the voyage to Greece is reduced by 7800 miles 
or about 22 sailing days. 

The freight differential of the shorter route, based on certain considera­
tions and allowances, amounts to approx. $4.00 per ton of transported 
oil to Northern Europe and $8.40 per ton of oil transported to Greece. 

Under normal conditions the above freight savings would make the advantage 
of using the Suez Canal unquestionable. However, under the still unsettled 



' 

63 

political situation in the area, the persisting general depression, the 
_tonnage surplus and the consequent· slow steaming make the use of the 
canal, in the case of transportations to Northern Europe, marginally 
profitable and in certain cases the alternative route around the Capecould 
be even preferable. 

With regard to Greece and in view of the much greater freight differential, 
the use of the Canal still holds a great advantage. 

As conditions improve, shippers will tend t0 send more and more vessels 
through the Canal, but, unless the Egyptian Government takes quick measures 
to widen and deepen this waterway and unless it applies realistic policies 
to attract, the larger vessels, it will take a long time, if ever, to 
re-establish the SUEZ CANAL at its prewar state of predom:itrience. It 
should not be forgotten that during the 8 years the Canal was closed, the 
pattern of shipping has changed and will be difficult to abandon the well 
established practices and conceptions. 

In my opinion, the Canal has lost forever the unchallenged position which 
it held for a whole century as the main throughfare connecting the WEST 
to the EAST. 

In order ~p form an idea of how the movement through the Canal develops, 
I give be>Ifow some - unofficially received - figures of monthly crossings 
from last June until the end of April 1976. About 20% of the cro~ings 
were made by vessels below 4000 tons. 

June 1975 
July 
Ai;lgust 
se'ptember 
October 
November 
December 
January 1976 
February 
March 
April 

330 vessels 
672 
748 
826 
929 
953 

1074 
1126 
1152 
1381 
1350 

The rate of- increase is positive but for the time being the volume is still, 
about 50% of the pre-closure traffic. 

Having given a sketchy review of the activity of the Suez Canal and its 
influence to the transportation needs of Europe, I now turn my attention 
to how Greece's transportation needs were affected and, through that, 
the effect upon the Greek Industry. 

During the lOO years from 1869 to 1967, when the European economy reaped 
the advantages of the canal operation, Greece having rid itself of a 
four centuries yoke imposed by a backward country',''Was sj:ill weakened by 
wars of liberation and later by internal strifes while undergoing the 
necessary evolution to establish the institutions becoming to the national 
charactero 

The industrial development of the Country really started at the end of the 
fifties when a number of important new industries were established and 
existing ones were extended and renovated by adopting ,the organisation and 
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technology of the advanced countries. The beginning was made and the 
Country, spurred by a general industrial prosperity forged ahead with 
bold steps in increasing the industrial production. 

It was at that time that industries started looking beyond the local market, 
and, as was natural, they turned their attention to the markets of countries 
of a lower development standard. A small but encouraging opening was made 
to the Middle East and East African countries and a fruitful commerce 
started with' Egypt, Saudi Arabia, Ethiopia, Sudan, etc. It is obvious that 
these industrial exchanges were made possible by the existence of the Canal 
and the establishment of regular liner services between Greece and the 
countries beyond the Canal. 

The closure of the Canal in 1967 put a sudden end to these hopeful exchanges 
by placing the markets beyond the reach of the Greek Industries and the 
effect was more important than a mere calculation of the direct losses would 
show, as it involved the loss of the established goodwill created with 
patience and effort. 

The most affected industry was the repair industry and especially Hellenic 
Shipyards Co. This industry belonging to the NIARCHOS GROUP, by far the 
largest private employer and one of the most important foreign exchange 
earners in Greece, started operating at, the end of 1959 and quickly 
developed as one of the important REPAIR INDUSTRIES in Europe. 

The sudden closure of the Canal and the change of the shipping pattern 
brought the Yard to a standstill and complete catastrophe was only 
avoided by a quick re-appraisal of the newly created conditions and the 
realisation that the longer shipping route would inevitably result in 
the need of a greater number of vessels. 

The yard was quickly re-organised and a newbuilding section was created 
which soon filled the vacuum caused by deterioration of the country's 
strategic position~ 

The repair industry slowly regained part of its preclosure activity as, 
following the initial shock,<new policies of oil exploitation and transpor­
tation were established. Thus, by the end of 1973 when the new Arab­
Israeli war broke out and the oil embargo was imposed, Hellenic Shipyards 
had completely recovered by having balanced the lost repair work by a 
promising newbuilding activity. 

In spite of the adverse effects of the Canal closure, the Greek Industry, 
spurred by the European and World prosperity, continued its dynamic path 
to development. 

As a result, the industrial production steeply increased by an average 
of about 17% per annum during the period between 1963 and 1973, increasing 
its share of the total export of the country from 5% to 41% during the 
same period. 

The industrial development, after a short pause in 1974, continued and the 
country has been presently considered eligible to join the European 
Economic Community,- and this new setting imposes serious obligations for 
intensifying the developing trend so that the national product and the 
productivity approaches the average level of the EEC countries. For the 
above to be realised, the Government is planning the installation of new 
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industries by direct investment and by encouraging the private sector to_ 
participate, The selection and priority of the investments will take into 
careful consideration the markets to which the new industries will be 
directed and the net foreign exchange profit which they will realise. 
The influence of the re~opening of the Suez Canal will, of course, depend 
on the extent of the industrial production and the orientation of our 
exportso 

As I pointed out earlier, the immediate result of the Canal operation is an 
average reduction of the length of the transportation route from the 
countries east of Suez to Greece by approx. 8000 miles of 22 sailing qays, 
which in turn is translated to a $8.40 freight reduction per ton of 
transported commodity. 

The beneficial impact of this decrease, to our impOrt and export exchanges, 
with the countries east of Suez, is obvious. Indicatively I point out 
that the saving in foreign exchange from the annually imported P. Gulf,oil 
may amount to about $60,000,000 and this will directly effect the production 
costs of the energy dependant industries. 

Similar savings will be accounted for from the shipment of other raw materials 
or semi-manufactured commodities imported from Japan, Australia, and other 
East Africa countries for further industrial processing and re-export. 

In other words, the re-opening of the Suez Canal will benefit directly, on 
the one hand, the energy dependant industries and the industries using 
imported raw material, such as Australian wool, zinc from East Africa, 
scrap iron, etc,, or semi-manufactured goods imported from Japan and other 
beyond-the-Suez countries and, on the other hand, the exporting to the 
East industries, by reduction of the transportation costs and the facilities 
offered by the liner services which will place Greece in a relatively 
advantageous position. The trade which was interrupted by the closure of 
the Suez Canal in 1967 will have to be revived and intensified, unfortunately, 
under adverse conditions, since during the 8.years that elapsed and especially 
during the last few years of the unprecedented prosperity of the oil expor­
ting countries, their markets have been invaded by the industries of other 
countries which found themselves in a better communicating position than 
Greece. But Greece is geographically, traditionally, and politically, the 
natural trading partner of the Middle East countries and the Government is 
taking the necessary steps to increase the natural ties and make the country 
the main-spring of their development and the main gate for their commerce, 

The results of this policy are already becoming apparent: 

A number of Greek technical companies have undertaken large projects over 
$1 billion. Already about 8000 Greek technicians are occupied in the 
various Middle East countries. The effect of this activity on our economy 
cannot be over-emphasised as it opens a new perspective to the country 1 s 
possibilities. 

Greek shipping companies are combining with Arab concerns, bringing to 
these countries their expert knowledge and increasing their own scope. 

The value and volume of the commercial exchanges are rapidly increasing. 

The imports valued at $140M in 1972 increased to about $400M and 5, 700,000 
tons in 1974 and to $600M and 6,950,000 tons in 1975. 
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In other words, the Greek imports from the Middle East increased from 
2, 6% in 1972 to 19% of the total Greek imports in 1975. Although in the 
above figures the value and volume of import.ed crude is included, the 
rate of increase of other commodities is still important. 

The exports which were less than $2M in 1972 increased to $90M and 190,000 
tons in 1974 and $140M and 450,000 tons in 1975, In other words, the share 
of the Greek exports to the countries East of Suez to the total exports 
increased from about 8% using a differe n t reference scale, we can say 
that the exports to these countries increased by more than 60% in the 
last two years, Although the above figures may not be entirely precise, 
the trend is correct and the evolution of the activity becomes more 
important. when it is considered that only during'6_~onths of 1975 the 
Suez Canal was open, and that most of the exports refer to a broad spectrum 
of industrial products, 

The perspectives for the Greek industry are good but to achieve the set 
targets and to become the bridge which will connect EUROPE with the EAST, 
the SUEZ CANAL should be opened to shipping and in a state of efficient 
operation. 

Before I close my address I would like to refer specifically to the SHIP­
BUILDING and SHIP REPAIRING Industry: 

In the case of Shipbuilding the SUEZ CANAL opening and the traffic increase 
through it will have an adverse effect to the already unprecedented plight 
of the industry. In the case of Repairs, the opening of the Suez places 
Greece again in an advantageous, strategic position towards the North 
and as the traffic increases and more vessels pl0ugh through the Med, we 
shall have more chances to see vessels repairing in our Yards. Thus, an 
improvement should be expected, but under the present shipping conditions 
and the increased competition, the final result will not be what some 
optimists are led to believe. As far as our shipyard is concerned! we 
shall intensify our efforts to provide our clients with the best possible 
service hoping to secure sufficient volume of work to keep our personnel 
reasonably busy until the shipping recessio~ is over and we return to more 
balanced conditions. 

Finally, I would like to make the following conclusions: 

l, The Suez lost the unchallenged position as the main sea route 
connecting Europe with the East. 

2, Unless the Egyptian Government applies a realistic policy to attract 
the larger vessels, the activity through the Suez Canal will remain 
the pre-1967 level. 

3. The young Greek industry was severely affected by the closure of 
~.the Suez Canal in 196 7. 

4. The re-opening of the Suez Canal finds Greece in a stage of intense 
industrial development aspiring to become the main gate to the 
developing Middle East and East African countries, 

For the Greek Industry to achieve these targets, the influence of the 
re-opening of the Canal will be of extreme importance. 
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Athens Hilton - Greece 

FOREIGN INVESTMENT IN GREECE 

Mr W.B. Cook 

Managing Director, Esse Pappas 

It is indeed a pleasure for me to have the opportunity to talk to you 
about foreign investment in Greece. My Comp_any .- Exxon - has just completed 
its first ten years as one of the major foreign investors in the country~ 
Since I have been associated with these investments for all of that time 
I suppose I am qualified to some extent to speak on this subject. Neverthe­
less, when I look over the audience this afternoon, I recognise many people 
who are more knowledgeable than I. My situation brings to mind the 
predicament of the survivor of the Johnstown flood who died and went· to 
heaven. He at once began regaling a number of his new associates in heaven 
with stories of his experience during this great flood. He dwelt at length 
upon the depth of the water, the terrors of the current, the extent of the 
destruction. He found ·,Jt_islisteners so sympathetic and encouraging that 
after a while he approachi'id Saint Peter and said that he believed there 
were many people in heaven who would like to hear his account of the 
Johnstown flood, and that perhaps it would be well if they could set up a 
time and a lecture platform. Saint Peter readily agreed and arranged for 
a platform and a podium to be constructed, sent out the news of the event, 
and at the appointed hour a huge crowd assembled. Just as the man was 
about to ascend the platform, Saint Peter tapped him on the shoulder and 
said, "Remember, Noah is in the audience". 

Even though I recognise that there are a number of Noahs in the audience, 
I am happy to share with you my views on the climate and opportunities for 
foreign investors in Greece. In preparing for this speech, I thought it 
might be desirable to set the stage by reviewing the magnitude of such 
investment to date. ·However, in trying to gather information on this 
subject I ran into such a diversity of confusing statistics that I was 
reminded of a questionnaire recen.tly sent to a large number of American 
companies by a Federal Agency in Washington. One question read: "State 
the ntunber of your employees, broken down by sex". The question from a 
small firm was, "None. Our problem is alcoholism." 

While recognising the definitional difficulties, I have concluded that direct 
private,•·forefgri_~cap.i:'t.~l;·o±mported since 1953, when the basic law for the 
protection ·of f~;e{gn inv~stment was enacted, has amounted to roughly $1 
billion. To some extent this overstates the direct foreign capital inflow 
since perhaps as much as 15% represents capital imported by Greek individuals 
or firms. On the other hand, it excludes significant amounts of private 
foreign capital which has been imported without the protection of the basic 

·cforeign investment law. There is no good measure of the total amount which 
has flowed in in this form over an extended period, but indications are that 
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it has been increasing and in 1975 may have been as much as $175 million. 

It is also worth noting that roughly 40% of the $1 billion total I referred 
to is associated, directlyor indirectly, with two major foreign investment 
projects which were materialised in the early 1960's -the Pechiney a lumi­
num project at Distomon and the Esso Pappas complex in Thessaloniki. An 
indication of the importance of these two projects is given by a 1973 study 
done by the Centre of Planning and Economic Research which concluded that 
37% of total foreign investment had gone into the chemical industry and 
another 30% into non-ferrous metals, primarily aluminium. Next in line 
came transportation equipment with 10% and electric appliances with 9%. 

As might be expected, the largest source of foreign capital has been the 
United States, followed by the countries of the European Economic Community, 
particularly France and Germany. 

Turning now to an examination of the conditions which influence foreign 
investment, I suppose we all would agree that one of the major factors is 
the size, strength and rate of growth of the economy in which the foreigner 
is considering investment. In the case of Greece, these subjects were 
very ably discussed by the Minister of Coordination, Mr Papaligouras, 
yesterday morning. As he pointed out, since 1973 the Green economy, along 
with those of most other countries, has gone through a period of severe 
testing= However, the economy of Greece recovered more rapidly than most 
others and appears to be emerging in a reasonably sound position. Strong 
needs exist for more output and new products; while there are bottlenecks 
- for example in water supply - a reasonably adequate infrastructure already 
exists; the well-known Greek entrepreneurial spirit is quick to take 
advantage of opportunities; and the Government, business and agriculture 
are preparing for the difficult adjustments that will accompany full 
membership of the European Economic Community. 

In spite of these strengths, balance of payments deficits will continue to 
exercise a restraining influence on Greek economic d~velopment in the 
immediate future. Longer-term, Greece's balance of payments, and consequently 
its growth prospects, should improve. This improvement is expected to come 
from the domestic production of petroleum,increased earnings from tourism 
and shipping as world economic conditions improve, and structural changes 
in the Greek economy which should increase the competitiveness of her exports 
and reduce her import dependency. 

Another major problem which must be solved in order to provide a sound basis 
for sustained economic growth is that inflation must be controlled without 
undue restraint being placed on the conditions required to support a healthy 
investment programme. So far, the performance of the Government in reducing 
the rate of inflation has been impressive, but it has been accomplished 
largely by a variety of restraints imposed on industry while similar measures 
have not been applied to other groups. The result has been a significant 
deterioration in profit margins for many Greek companies. There clearly is 
a need for a more equitable sharing of the burden of restraining inflation 
in the future. If this is done, I believe that the bases exist for a sound 
and sustained expansion of the Greek economy - at rates somewhat higher 
than will be experienced by most other European countries. 

Despite this basically favourable prognosis for the Greek economy, the 
relatively small size of the domestic market means that most prospective 
foreign investors will also be concerned about the possibilities of Greece 



69 

as an export centre. Here the outlook is mixed. The limited size of the 
domestic market is a drawback in that for many industries it does not offer 
the opportunity of a sufficiently large base load business on which to build 
an export capability. Similarly, the country does not have a wealth of raw 
materials on which to base exports although there are notable exceptions as 
pointed out by some of our earlier speakers. From the point of view of 
geographic location, Greece is not well suited to penetrate the major Western 
European markets, particularly with products which contain a significant 
imported component. On the other hand, there has already been evidence that 
investors from some countries outside the European Economic Community regard 
Greece as an attractive way to enter the Common Market through a duty free 
gateway. 

A further positive factor is that Greece is strategically well placed to 
export to Eastern Europe, the Middle East and Africa. The long experience 
which Greeks have had doing business in these markets often seems to give 
them a leg up. Another advantage of Greece is that the costs of production 
here are still somewhat lower than in most other Western European countries. 
Perhaps m~st important, a number of firms, in industries as diverse as home 
appliances, cement and textiles, have proven that by careful concent.ration 
in areas in which Greece has an advantage, Greek based firms can compete 
very well in world markets. I would expect that in the future most foreign 
investment will be concentrated in industries where such competitive 
advantages exist. This would be in line with government policy which I 
will get to in a moment. 

One of the attractions of Greece for the foreign investor is the existence 
of a satisfactory labour supply in terms of both quality and quantity. 
If I may speak from my own experience for a moment, we have found that 
when adequate training is available, the Greek worker can quickly measure 
up to the high standards found in other European countries. Of course, 
some problems exist between unions and management at the present time, 
but they are not worse than those found in many other parts of the world. 
They can be explained, to a large extent, by the fact that for seven years 
there was an unnatural delay in the development of the labour movement and 
of labour-management relations. This development is now taking place in 
an accelerated fashion and inevitably results in a certain amount of 
friction. I personally believe that the development of the proper legal 
and institutional framework, which the Government is trying to do, will 
assist the country in getting through this difficult transition period. 

Another major concern of foreign investors is the attitude in a host country 
towards foreign investment. The attitude of the present Greek Government 
was expressed earlier this year by the Prime Minister when he announced that 
the new five year plan assumes that foreign capital, along with foreign 
technical and organisational know-how, will be attracted. The Minister of 
Coordination expanded on this point by stating that while the plan will aim 
at encouraging the inflow of foreign venture capital, a more selective 
approach toward foreign investment would be adopted. The basic criteria 
in approving foreign investment projects, he said, would be their export 
orientation. Foreign investments with a low domestic value added and 
oriented mainly toward the domestic market, would be discouraged. 

Support for foreign investment is not confined to the Government since the 
leadership of the major opposition party has stated that it is in favour 
of such investment provided it is made under terms and conditions which 
safeguard the national interest. The attitude of the Greek business 
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community has been expressed by our eo-Chairman, Mr Marinopoulos, who has 
stated that foreign investment is welcome provided that it contributes 
significantly to the industrial and economic development of the country 
and that the foreign investor cooperates with domestic industry. 

In the past, many investments have been made on the basis of one hundred 
percent foreign ownership. Recently, however, the Government and Greek 
business community have indicated clearly a preference for joint ventures 
with local participation. One of the steps taken to facilitate such 
developments has been the establishment of a consortium of Greek Banks 
for the purpose of combining with domestic and foreign investors for large 
scale projects in the minerals, chemical and petrochemical industries. 

Perhaps the clearest manifestation of the country's attitude toward foreign 
investment is the fact that legislation has been enacted which provides 
special guarantees and protections for such investments. The principal 
measure is Law 2687 which was enacted in 1953 and which was incorporated 
in the new constitution approved last June. The most important provisions 
of this law are that it guarantees capital repatriation and remittance 
rights, provides protection against expropriation and nationalisation, and 
establishes the possibility of obtaining preferential tax treatment provided 
certain conditions are met. 

Another measure which is of interest to the foreign investor is Law 4171. 
This law provides various incentives for both local and foreign investments 
which qualify on the basis of size - Drs. 150 million in the case of an 
initial investment and Drs. 50 million for an expansion. The principal 
benefits of this law are the right to import machinery and equipment duty 
free; the freezing of income tax rates for a period of 10 years; and the 
granting of exemptions or reductions in certain taxes and fees connect,ed 
with the establishment of investments and corporations. 

Both of these laws are well-conceived and provide sound incentives for 
attracting foreign investment. _However, they require that the terms of 
each investment be embodied in special agreements with the government 
and that specific governmental decrees be issued. This inevitably calls 
political attention to major foreign investment projects and has 
occasionally led to their becoming hot political issues. This politicali­
sation of development projects is also encouraged by a tight web of 
administrative procedures which require the investor to obtain a mult,ipli­
city of specific and unique governmental interpretations and approvals. 
Unfortunately, the officials who get involved in this process almost 
invariably take a very strict and narrow approach to interpreting the 
basic laws, agreements and decrees. This too often places the investor 
and Government in adversary positions; negotiating, bargaining with each 
other on too many things. Relatively trivial items in the overall scheme 
of things require investor Government agreement and they create uncertainties 
and sometimes antagonisms, which get in the way of real issues, and thus 
real progress. It seems to me that if specific laws covering foreign invest­
ments are desired, it might be better to have somewhat more restrictive 
basic laws but for fewer subsequent approvals to be required and for the 
general bias in interpretation to be favourable to, the investor. 

Of course, political and economic conditions vary from country to country 
and call for different paths to economic development. However, when private 
foreign capital is a desired route for such development, the most favourable 
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environment is created when laws are clear, broad in scope, directionally 
permissive and require a minimum of subsequent interpretation and approvaL 
Under these conditions, there is less likelihood of a specific project being 
attributed to one political party or another, and thus there is lessvulnera­
bility to political posturing on bases unrelated to the technical and economic 
soundness of the endeavour, 

I have touched on one specific administrative problem and now would like to 
spend a little time discussing in general terms the efficiency of the machi­
nery of public administration in Greece. Some problems exist in this area 
as a result of cumbersome and inflexible bureaucratic procedures; the need 
to revitalise the institutions and programmes used to train people l.n the 
skills needed to operate a modern and efficient administration; and the 
existence of practices that inhibit decision making, even at the senior 
civil servant level, These problems might result to some extent from the 
tradition of political patronage which, of course, is not unique to Greece, 
I am reminded of another story with an American background, Many of you 
will be aware that Woodrow Wilson, before he became President, was Governor 
of the State of New Jersey. Like most political office holders, he was 
beseiged by job seekers. One particularly persistent fellow had been after 
him for many months for an appointment. One night at two o"clock in the 
morning, this man called on the telephone and said, 11 Governor Wilson, Governor 
Wilson, the Commissioner of Taxes has just died. Can I take his place?" 
Wilson paused for a moment and then replied, "It's all right with me if it's 
all right with the undertaker". 

One area in which a number of serious problems exists is the Tax Data Code. 
This code_, even though it was adopted in 1968, follows old patterns and seems 
geared to the requirements of the small, family-type businesses which were 
common in Greece many years agoo It take's a narrow, bureaucratic, and 
formalistic approach to taxation and in many ways inhibits the operations 
of large, modern and complex enterprises. 

The Government recognises the weaknesses in the public administration area 
and has a number of actions underway or planned which should improve effi­
ciency and performance. Of course, such problems are not unusual and exist 
to a greater or lesser extent in most countries. To put the situation in 
perspec-tive I would say that the standard of public administration in Greece 
is much better than that found in most developing countries but that 
considerable improvement is required to bring it up to the level found in 
the majority of western European countries. 

Before leaving the subject of public administration, I would like to make a 
modest suggestion to the Government. It seems to me that the procedures 
involved in agreeing terms and obtaining approval to make a foreign "invest­
ment, work well. Questions and problems which arise at this ~tage usually 
can be answered and worked out with the Law 2687 Committee or with the new 
liaison committee established in the Ministry of Coordination. However, 
difficulties are frequently encountered in resolving the myriad of problems 
which inevitably arise in the implementati~n of an investment. At the 
present time there is no government body with overall responsibility and 
authority for dealing with these problems and unnecessary delays are often 
encountered in finding the right point of contact in the Government. 
Might it not be desirable for the Government to establish a body, perhaps 
in the Ministry of Coordination, which would have overall authority to act 
in following up the implementation of foreign investments? One of its 
responsibilities could be to act as the principal point of contact for 
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foreign investors after they have agreed to make an investment and to assist 
them in resolving the problems which inevitably develo~. 

So far I have dealt with the environmental conditions which are of most 
con-cern to a foreign investo:r.' when an investment decision is being made. 
Now I would like to turn to a brief examination of what a .country such 
as Greece should expect from foreign investment. 

Clearly, one very important consideration is the contribution the investment 
will make toward improving the productivity and level of economic develop­
ment of the country. Often closely related to this is the extent to which 
the investment will help to- improve the country's balance of payments 
position - both through the investment funds which will flow in and by 
producing products for export or which will substitute for costly imports. 
A further consideration should be to attract foreign investors who will 
introduce new technology and who will train citizens of the host count.ry 
in advanced technical_and managerial skills which will gradually be diffused 
throughout the economy. 

Some of the most important and permanent benefits of foreign investment are 
difficult to quantify or even to observe. These include such things as 
provision of incentives for local producers to carry on complementary 
operations, directly adding to local employment and incomes; and introduc­
tion of new ideas, commercial attitudes and initiatives to the local 
population. 

Greece has obtained such benefits from foreign in~estment in the past. 
Anyone who knew Thessaloniki in the early 1960's and visits it again today 
can see dramatic evidence of th_e~positive role foreign investment can play~ 
The Greek Government recognises these facts and clearly continues to be 
receptive t.o investors whose operations and policies will contribute to 
the economic progress and social health of the nation. 
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SPEECH GIVEN BY THE RT HON ROY HATTERSLEY, MP, MINISTER OF STATE FOR 
FOREIGN AND COMMONWEALTH AFFAIRS IN THE_ BRITISH GOVERNMENT, AT THE 
RECEPTION HELD IN THE GRANDE-BRETAGNE HOTEL, ATHENS, ON THE EVENING 
OF FRIDAY, 4TH JUNE, 1976, 

The Goverr~ent of the United Kingdom is in wholehearted support of Greek 
membership of the EEC - not just to the principle of membership but to the 
practice of membership, not just the idea of membership but the reality 
of membership. The inclusion of Greece within the Community is a mutual 
necessity, Neither party' to the Treaty of Accession will be doing the 
other a favour, The interests of Greece dictate that her future lies within 
the Common Market. Were the Community to deny Greece that prospect, the 
Nine would be turning their backs on the principles that brought them 
together and neglecting their own long term economic and political advantage. 

The case for Greek membership is primarily political. Two years ago, 
Greece - the state that conceived and first practised democracy - returned 
·to democratic government after seven years of tyranny. It did so with an 
ordered composure that surprised even its delighted friends. Membership 
of the European Community adds to the strength of Greek democracy with two 
hundred and fifty million other European votes and voices committed to the 
role of the law and sovereignty of the people, The preservation of 
democracy, no less than the extension of prosperity, is an essential 
ob jective of the EEC. All our democracies are strengthened by membership. 
The rules applies to every member nation - no matter how stable its in~ti­
tutions, no matter how ancient its freedoms, no matter how entrenched its · 
liberties. 

There are, I knq~, two arguments advocated against Greek merobershipc 
The first - the low argument - is that it will cost the existing Members 
money. The second - the high argument - is that it will divert the EEC 
from its remorseless pursuit of a closely-knit homogeneous Europe with' 
each virtually contiguous state working away to buiLd a European identity. 

Both these arguments have some force. Superficially it is easy to dismiss 
them. We can draw attention to the inconsistency of first denouncing the 
EEC as a rich man's club and then protesting about the inclusion of the 
poorer nations~ We can caricature "t:J!-ose who worry about the' Community• s 
future structure as constitutional theorists creating scheme.s for inte­
gration which are both impractical and undesirable. But we do our cause 
no service by dismissing such arguments as if they have no force. It 
is wiser to accept their validity and yet insist that the case for Greek 
membership is so strong that to deny Greece membership would be short­
sighted as well as selfish. 

But there are many' difficult decisions which have to be faced before the 
Nine becomes Ten. Greece may find itself paying a considerable short­
term price for membership. The present members of the Community may have 
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to face considerable costs if that price is not to be intolerably high" 

If we talk as if Greece can slip effortlessly into the EEC we deceive 
ourselves and delude others. Worse still, we pursue a policy that can 
only end in disillusionment both in Athens and in Community capitals. 
Perhaps we could ignore or blur the difficult issues during the year 
in which the entry negotiations begin. But they will force their way into 
the forefront of our minds when the final balance sheet is drawn up. 
Anyone present at this week's Council of Ministers in Brussels could 
hardly fail to realise t,hat there is a general and genuine enthusiasm for 
Greek membership. But the determination of every single member nation to 
minimise the cost of that membership to the present Community was equally 
obvious. This is a time of financial stringency in the Community and 
there are many competing demands for available funds. 

Next, a word of warning from our British experience~ The major economic 
benefit of membership will be the dynamic effects of Greek industry and 
commerce that naturally comes from Community membership. But they will 
not come at once and they will not come automatically. After 31, years 
of membership, British exports to Community partners are just beginning 
to expand at the rate we hoped that membership made certain. That is, 
in part, because the natural dynamic effects have now begun to work. 
It is also because we in Britain have made adjustments to our own economy 
which enable us to enjoy the benefits that the EEC membership can provide. 
For Community membership offers the prospect of expansion not the 
certainty of improved prosperity. The economies of the member nations 
have to be ready to respond to the challenge. Part of that response 
will be painful to individual sectors of the Greek economy for the 
benefits will be far from evenly spread and as some sectors thrive 
and grow others will dwindle and decrease. 

Nor can the conversion of your agriculture to a condition suitable for 
Common Market membership be easy. I confess regret that the Association 
Agreement that Greece enjoys with the European Community has not enabled 
sufficient progress to be made towards agricultural harmonisation. 
The failure to make greater progress is a demonstration of the problems 
that agricultural harmonisation brings. But difficulties still lie 
ahead. An agricultural economy with almost 250,000 holdings of two 
acres or less equally divided between mountain and plain and with 
400,000 more farms of between 2 and 7 acres is certain to have severe 
problems in adjusting its products and its performance to the agricul­
tural economy of the EEC. Certainly the Agricultural Ministers of the 
EEC will not accept that all Greek agricultural produce can automatically 
be sold in the EEC at, enhanced prices. The diversity of agricultural 
interest c an only be solved by a major programme of structural reform. 
These problems ought to be exposed and faced at once. 

Greece enters the Community at a time when Common Market consumers are 
expressing their growing concern with agricultural surpluses and the infla­
ted agricultural costs that they create. The Common Agricultural Policy 
of which Greece will be a pa,rt will increasingly concentrate on a higher 
level of agricultural efficiency, on production geared to the Community's 
needs. Rural prosperity that comes from price fixing to give the least 
efficient a living wage and the most efficient vast profit has little 
attraction to consumers. What we need now is optimum-sized farms nm in 
the optimum way. The rationalisation that must follow is certain to have 
painful aspects but it is necessary both for the Community's farmers and 
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the Community's consumers. It is a necessity which I hope the farmers of 
Greece will nnderstand. 

And let. me give you a second warning. Some of my friends in Greece 
believe that ·the best course for this country is simply to accept. EEC 
membership on any terms, to enter with a minimal transitional period, 
to accept the regulations and the directives and to pay the price of 
sudden and desperate adjustments. I do not believe it is possible either 
in terms of the price that would be paid by the Greek economy or in terms 
of the problems it would cause for the Community, When you are a full 
member of the EEC, your Minister of Agriculture will sitlwith other 
Ministers of the Ten determining price levels for the following year. 
Funds from the Common Agricultural Policy will somehow have to be 
distributed between your farmers, the rice producers of the Po Valley, 
the market gardeners of Holland, thewheat growers of Picardy and the dairy 
men of the English west country. Unless the Community's agricultural 
economies have at least a prospect of developing mutual interest and 
compatible objectives, the varied demands of all the Community's agricul­
ture cannot be reconciled year by year. 

All of us who wish Greece to be a member of the Community must now face 
a period of hard bargaining and detailed negotiation. Within the Nine 
the interests of each member nation will be carefully examined and 
fiercely protected. The bargaining is only just about to begin. It 
starts with argument within the EEC about the terms and contents of our 
mandate. It continues during the long days and nights in Brussels with 
your Ministers and the Community's representatives pitting the Common 
Market mandate against the Greek proposals. I ask you that you should 
not believe that the determinat.ion of our negotiatOrs is in any way a 
sign of our basic reluctance to see Greece within OUr range* It is in 
fact a demonstration of the essential hardheadedness of the Community, 
from which Greece - when she becomes a member - will eventually benefit. 

I wish the Community had made more progress towards the opening of entry 
negotiation. Frankly, at our last Council meeting little was done to 
bring the formal opening any nearer. The Council failed to agree about 
the aid elements in the Protocols to a range of Association Agreements. 
Until that hurdle has been cleared the Accession Negotiations cannot 
profitably begin. Some of us struggled to make progress to find a 
compromise that would carry all our partners with us. We had only eight­
ninths success. But on one thing the Commnnity as a whole is clear. 
The enthusiasm for Greek membership is unanimous. It is the ponderous 
way we take our decisions, not the absence of good will that must be 
overcome if the enlargement negotiations are to begin this summer as we 
in Britain hope and believe they will. 

I am afraid that there may be those in my audience who will regard the 
difficulties.! describe as either overstated or as the product of a sub­
conscious wish·to see the Nine remain in its present shape and size. The 
second suspicion is simply wrong. I have demonstrated that during the 
last two years and will demonstrate it many times during the difficult 
period that lies ahead. It is the first misjudgement which I fear the 
most. I want to see Greece a full member of the EEC. I want to see 
Greece benefiting from the economic and political advantages membership 
brings. I want the community of Western democracies strenthened by 
Greece's inclusion in the EECo But I do not want Greece, once in the 
C0mmunity, to be afflicted by doubts and disillusionment about the 
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fundamental decision she has taken. 
' 

Six months ago ! discovered a quotation which some of you will know well. 
It begins with a question from a member of the Standing.Committee of Ten. 

"How could you find a cure for so much confusion in our 
countries? How could you unravel it?" 

Lysistrata replied: 

"Very easily ... 

Greek scholars assure me that Lysistrata under-estimated the problems that 
lay ahead. However, Lysistrata's basic judgement turned out to be rigl;lt. 
My hope is that in Greece today you will avoid the pains and penalties ' 
which will certainly multiply if we treat the problems of the entry 
negotiations as if they can be very easily overcome. Though we are, of 
course, basically right. Greece needs the Community, the Community needs 
Greece. We shall come together. 
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MINERAL RESOURCES AND THEIR CONTRIBUTION TO THE GREEK ECONOMY 

Mr Michel D. Scalistiri 

President 
Scalistiri Group 

I am very flattered to have been invited by the Financial Times to address 
this conference on the Contribution of Mineral Wealth to the Development of 
the Greek Economy. It is difficult to give an adequate speech on a broad 
subject in a short space of time and particularly in the presence of such a 
distinguished audience who have arrived from all parts of the world. 

Here in Greece we are always expected to preface all talks with reference 
to Ancient Greece - just as though the British were expected to commence with 
reference to the times of their glorious empire. However, mining today in 
Greece, is a modern development, and therefore, I shall limit myself to the 
contemporary, impressive achievements, of the mining sector in Greece. 

The prospect of Greece becoming the tenth member of the European Economic 
Community, has served to emphasise the directions which the GreeK economy 
must follow. The Government, the Political Parties, the public and private 
sectors of the economy, share the conviction that the only way for Greece to 
survive and to take its place among the developed nations of the world, is to 
undertake a rapid industrial expansion. It has become obvious that only accel­
erated industrial progress with high productivity rates can guarantee the 
fulfilment of such a target. 

Agricultural development and tourism alone are not sufficient to raise the 
standard of living of the Greek people to a level corresponding to that of 
our future European partners. The Government, supported by the private sector, 
has declared that Greece has the potential to develop into a successful and 
significant industrial nation within a short period of time. This optimistic­
assumption, is based on two premises, the one subjective and the other object­
ive. 

The subjective takes into account the aggressiveness and demonstrated ability 
of Greek businessmen, managerial class and labour force to adjust to modern 
methods of organisation and production. 

One of the objective factors is the availability of large mineral resources 
in the country. An even more intensive utilisation of this wealth, will 
give a dynamic boost to the industrial development of the country. We have 
discovered that Greece after all is not poor in minerals as had been thought, 

'but on the contrary it has a very substantial mineral wealth already being 
mined and with prospects of further development. The rate of increase in 
mineral producti~n in Greece, promises to be very high. 
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I hardly need to say that the mining enterprises which with their vigorous 
activity during the last 20 years have succeeded in making internationally 
well-known the Greek products, feel great pride and satisfaction that finally 
their contribution to Greece's development has been recognised. 

The road to success was not easy. It has demanded perseverance and effort on 
the part of the mining companies of Greece, which have invested substantial 
funds in exploration and in plant and equipment to demonstrate the existing 
prospects of mineral development~ This year the Government and in fact the 
Prime Minister Karamanlis himself 6 declared Greece;s mineral wealth to be of 
prime importance to the economic growth of the nationo Obviously the mineral 
wealth of Greece should be of great interest to our future partners in the 
Common Market. It constitutes, if I may be permitted to phrase it so in the 
era of Women's Liberation, the dowry which less-developed Greece will present 
upon its marriage with the industrialised countri·es of the Common Market. 

Professor Zolotas, The Governor of the Bank of Greece, rightly underlined 
in a recent speech to the Athens Academy, that Greece possesses extensive 
mineral wealth. Such wealth when metallurgically processed, will provide the 
European Economic Community upon our country's entry, with a variety of pro­
cessed raw materials at low cost of transportat.ion, and will thus contribute 
to the Community's virtual self-sufficiency in many of these products. From 
the development of the mineral resources we expect the solution to two 
cri t.ical problems: 

First, to the establishment of domestic heavy industry, and second, to the 
improvement of Greece•s Trade Balance which has been in chronic deficit. The 
latter will be achieved since most of the mining and metallurgical products 
are exported~ 

We in the mining industry, firmly believe, that we can be successful in both 
areas, provided of course, that the Government maintains a suitably encourag­
ing policy, condusive to a favourable climate, in which we can continue our 
endeavours. Greek subsoil has sufficient deposits to satisfy short-term 
requirements both for the domestic and foreign markets, and to allow for long 
term plans for the expansion of the metallurgical industry at an even more 
accelerated rate than in the past. Thus the added value to our raw materials 
can be readily translated into ever-increasing foreign exchange earnings~ 

The results of extensive and costly exploration undertaken in the last 20 
years mainly by the private sector, allow us to determine the size of our 
mineral wealth fairly accurately, and to evaluate its significance in rela­
tion to the total economic activity. 

Greece is presently rich in many minerals: Bauxite, magnesite, nickeliferous 
ores, lignite, pyrites, manganese, lead, zinc, copper, asbestos, chromite, 
sulphur, emery, perlite, bentonite, kaolin, puffiice stone, marble, gypsum etc. 
These ores and minerals are of great industrial value. 

In the past ten years, development in the mining sector has been impressive 
indeed. Here are some striking statistics: In 1964 the annual production of 
Bauxite was 1.3 million metric tons. In 1975, it reached 3.3 million tons, 
representing an increase of 156%o The main bauxite areas are located in 
Central Greece, in Giona, Parnassos, Elikon and Eleusis. Production of 
magnesite in 1965 was 315,000 tons. In 1975 it increased by 352% to 1,5 
million tons.' The main mining areas are on the Island of Evia and in 
Northern Greece in Halkidiki. 
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Nickeliferous ores have registered, however, the most impressive achievements. 
Production increased by sixty-five times from 30,000 tons in 1965 to 2,000,000 
tons in 1975. The prospects for further significant gains are very promising. 

Equally impressive rates of increase were recorded in the mining of other ores, 
such as mixed sulphides, manganese, emery etc. Even more significant has been 
the continuous improvement in product quality coupled with the tendency to­
wards vertically integrated production, from mining of the ores, to the 
production of final industrial products. 

In the mining sector, production can take place in three distinct stages: 
mining of ores in their natural state, processing or dressing of ores to 
concentrates, and finally production of metallurgical products. 

Only about 5% of Greece's total production is marketed presently in the form 
of unprocessed natural orese 

Production of concentrates extracted from poor non-marketable ores has 
expanded in the past ten years. For example, the output of barites rose 
from 57,000 tons to 93,000, a gain of 63%. Galena output increased by 140%, 
from 15,000 .tons to 36,000 tons. Pyrite production rose by 82% from 103,000 
tons to 187,000 tons, and sphalerite concentrates production marked a 125% 
gain from 20,000 tons to 46,000 tons. 

In the field of metallurgical processing, the results were also impressive. 
I should add that this was a lOO% accomplishment of private industry. For 
example: production of alumina and aluminium from Greek bauxites began for 
all practical purposes in 1966 with 85,000 tons of alumina and 36,000 tons 
of aluminium metal. In 1975, production of alumina !eached 459,000 tons, 
more than five-fold increase, while production of aluminium rose almost four 
times, to 136,000 tons. 

Deadburned Magnesite 

This is a sintered product of Greek magnesite. Its high quality has estab­
lished it as the best in the world markets. Production of deadburned magne­
site rose more than five-fold from 64,000 tons in 1965 to 360,000 tons in 
1975. 

Basic Refractory Bricks constitute the final stage in the manufacture of 
Greek magnesite and chromite. In 1974, the first year of full production 
of the factory at Mantoudi on the Island of Evia, refractory bricks output 
reached 31,500 tons. 

Greece produces ferro-nickel with a 25%-30% nickel content. Production of 
ferro-nickel at Larimna rose from 2,500 tons of nickel content in 1967 to 
15,000 tons of nickel content in 1975, ·an increase of six times. 

The indicative figures that I have cited provide objective measures of the 
dynamic developments {n Greece • s mining industry. 

In terms of the National Economy, it is estimated that the direct and indirect 
contribution of the mineral wealth represents about 5% of the Gross National 
Product. (In my estimate, I have included of course, production of ores as 
well as of processed and manufactured mineral products). 

The contribution minerals to the Gross Domestic Product rose from Drs 3,5 
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billion in 1970 to 8 billion Drs in 1975, according to figures published by 
the Ministry of Co-ordination and Planning. 

This represents more than a two-fold increase over a five-year period. To 
these figures we should add the production of the mining sector that appears 
in the manufacturing and other sectors in the National Income Account: For 
example, metallurgy accounted for Drs 9 billion in 1975, the biggest portion 
of which .represented production of altunina, aluminium, ferro-nickel and 
other manufactured products of the mining sector; the production of dead­
burned magnesite and refractory bricks amounted to about 3,5 billion Drs 
in 1975. Metallurgy has developed in Greece during the last 15 years. 
Thanks to the initiative of private Greek enterprises it succeeded in be­
coming one of the most dynamic branches of the Greek economy. In that period, 
annual growth of that sector amounted to 22,7%, compared to 12,7% of the 
Gross Domestic Product. The contribution of mining to employment has been 
equally important. Approximately 25,000 workers are employed directly by the 
industry, earning among the highest wages in the nation. In addition, 8,000 
workers are employed by enterprises processing Greek mineral products. 

Of paramount importance are the beneficial effects of the mining industry in 
regional development, especially in a country where economic development has 
tended to concentrate in a few areas. Indeed this is a direct result of the 
nature of miningo Mining companies must operate near the site of mineral 
deposits which are spread over the country, and have thus contributed deci­
sively to the development of some of the poorer areas, reducing the undesirable 
affects of urban concentration, creating job opportunities and providing 
incomes to otherwise neglected areas~ 

Furthermore, the mining industry makes a positive contribution to the Balance 
of Payments. In the decade 1965-1974, exports of ores, industrial minerals 
and metallurgical products, increased twelve-fold, earning hundreds of millions 
of dollars in foreign exchange. Exports from such products rose from $24 
million in 1965 to $278 million in 1974. In the same period, total Greek 
exports rose from $330 million to $1.75 billion, representing about a five­
fold increase only. Thus the share of mining exports to the total Greek 
exports has more than doubled from about 7% in 1965 to about 16% in 1974. 

In 1975, due to the international crisis, this rapid rate of increase was 
interruptedo Nevertheless, there was no decline in mining exports. 

More significant has been the change in the structure of Greek mining 
exports. As late as 15 years ago, exports of manufactured mining products 
were non-existento Only ores were expo.r·ted, particularly in their natural 
state, at particularly low priceso In some cases, such as the bauxite, the 
value of shipments was sometimes lower than freight charges. The situation 
has changed dramatically. Exports of industrially processed minerals 
represent 80% of the total exports of the mining sector. This figure rises 
to 95% when exports of concentrates and processed ores are included. 

What I have given you was only a brief outline of the work being done to 
develop the mineral wealth of Greece. It would be an omission not to 
lllt'ntion who has shouldered the burden of this work. I would be unfair to 
forget the contribution of the State. The National Geological and Explora­
tion Institute created immediately after the Second World War, has offered 
much in the field of exploration. So did the Government by adopting tax 
measures and by providing financing first through the Organisation of 
Financing Economic Development (OHOA) and American Aid and later through the 
Hellenic Industrial Development Bank. 
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It would be very modest, however, on the part of private m1n1ng enter­
prises not to underline their contribution to the development of the mineral 
wealth of Greece. Mining companies started from virtually zero after the 
Second World War and have since then created what is presently r~cognised 
as the basis for further hopeful developments. To achieve this pioneering 
effort, it took courage and incalculable sacrifices on their part. The 
achievements have been substantialo 

In the past ten years, the mining industry has dug 136,000 metres of 
galleries and drilled 2.7 million metres of bore holes. 92% of the 
galleries and 82% of the drilling has been undertaken by the private 
sector. 

In the past six years, gross investments in mines and quarries have amounted 
to fourteen billion Drs. Of this, 10,5 billion Drs or 75% was accounted for 
by private enterprise. In 1975 alone private companies invested 2.3 billion 
dollars, corresponding to almost 90% of the total mining investment for the 
year. I should further point out that the main Greek private mining companies 
have started new investments in plant and equipment to the value of 16 billion 
Drs and in exploration to the value of 1.8 billion Drs. These projects are 
expected to be completed in the next five years. 

When the spectre of recession loomed, investor~_ were held back. and most 
private initiative, burdened by excess capacity;·_remained hesitant. The 
mining companies nevertheless took the lead and embarked on large-scale 
investment programmeso 

Furthermore, the mining enterprises in Greece, proved that they are conscious 
of their social role and that they are not merely guided by profit motives, 
for the purpose of accumulating wealth. The annual income statements of 
mining companies shows that 70%-90% of net profits are reinvested in plant 
and equipment and in working capital. 

Finally, the private sector of mining has excelled in scientific research 
and development5 We, private companies, have set up modern laboratories and 
pilot plants manned by highly qualified technical staff, whose members are 
encouraged to travel abroad regularly to re-train and to attend seminars and 
scientific congresses. 

The results have been gratifying. Marginal ores, which were disregarded in 
the past, can now be processed, thanks to the new techniques developed by 

· ou~ scientists, thus supplying a substantial addition to the country's proven 
mineral reserves. New techniques of ore-dressing and industrial processing 
developed by our scientists have been awarded international patent rights. 
Our industrial mining products, have not only become equal, but in many 
cases have surpassed them in quality. Mining companies in other words, have 
succeeded in changing Greece's world image from that of an under-developed 
country producing low quality products to that of a country pioneering in 
the mining sector. The most gratifying proof of this has been the fact that 
a number of foreign countries have sought know-how and engineering from 
Greek mining companiesQ 

The picture for further development of the private sector is prdmising. 

To illustrate this: Only four major projects presently under implementation, 
will double our metallurgical products, contributing $200 million annually 
to our foreign exchange earning. The four projects that I have arbitrarily 
selected are: 
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Bodosakis's 1.7 billion Drs ferro-nickel expansion, Scalistiri's hew 2~1 
Drs project for ferro-nickel, Parnassos Bauxite Mines 7 billion Drs alumina 
project and Scalistiri's 1,7 billion sea-water magnesia plant. 

Naturally there are also many other projects, both of the aforementioned 
companies and of other mining companies under way, but it is unfortunately 
impossible to enumerate them all. Greek mining enterprises are among the_ 
most dynamic productive units in the Greek economy. The standards of their 
organisation, the degree of mechanisation and the leVel of technical know­
how, are very high, This has been recognised by the Government and the 
scientific world and has been confirmed by-flattering observations of 
visiting scientists and professors from MIT and other foreign Universities~ 

We are optimistic. We private mining enterprises, are confident and 
determined to continue with even greater enthusiasm the development of 
the Greek mineral wealth. We also believe that the State can create 
appropriate conditions and tackle successfully a few critical problems 
facing the industry, such as the question of manpower provision of sub­
stantial export incentives, Government participation in infrastructure work, 
and the balanced solution of safeguarding mining development, while guaran­
teeing the protection of the environment. 

This, coupled with a climate of social peace, should allow private initiative 
to function unhampered for the benefit of the National Economy. 
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When I was asked to address this Conference on the subject of the Greek 
construction industry in world markets the first thought that came to me 
was that a few years ago there would have been nothing for me to talk about. 
The size of the construction units in our country was so small that they 
could not conceivably make their presence felt on the international scene. 
My next thought was that I would be facing the dilemma of having to extol 
the qualities of the major Greek construction companies, most of which 
achieved spectacular growth during the years of the dictatorship and with 
methods which are not forgiven easily by the Greek people. 

I should stress from the start that what I shall say is merely a suggestion 
of the ways and means by which a detailed analysis should be made of the 
problem facing the Greek construction industry on the international scene-­
a problem which so far has not been gone into in depth so that proposals for 
a realistic solution could be formed. 

It is obvious to all that the few large construction companies in Greece 
are an accomplished fact and it is also a fact that they are working in 
Middle East and African countries. 

HOW IT ALL BEGAN 

Construction techniques in our country have a long and rich history. They 
are inseparably linked with the local production of building materials and 
the methods imposed by these materials. And these methods, in turn, are 
based on the boundless imagination of our people. Construction in Greece 
has nurture_d generations of worthy artisans and for centuries has moved, 
inside the country, within a closed and self-sufficient circuit. 

As could be expected, this circuit was broken by the rapid progress of 
technology, the industrialisation of productio~ and the increasing scale 
of social requirements in our century. The decisive turning point 'in our 
country was reached towards the end of the fifties. The scale of the works 
in hand, made necessary by the country's reconstruction, the gradual 
mechanisation and the adoption of modern construction methods which were 
already being applied by foreign construction companies engaged in large 
public works in Greece, plus the whole re-deployment of our economy after 
the war - all these things led to the final abandonment of traditional 
construction methodsa 

The result of this break with the past was a new situation which has pre-
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vailed for the past twenty years in the construction sector in Greece and 
which is characterised by: 

A plethora of small construction companies which undertake 
private projects; 

And many small and medium-sized companies which undertake 
public works. 

More specifically, in the public works sector, when t.he rehabilitation of 
the national economy began at the end of World War II, the country's cons­
truction potential had to start from scratch, adapting itself to conditions 
in Greece at the time, without equipment and without capital funds. 

The state was under pressure for sheer survival and had to abide by the 
terms of the loans it was obliged to contract. In these circumst.ances, it 
turned a deaf ear to the fair demand of Greek constructors to be given equal 
participation with foreign contractors on works which were being initiated. 
Thus, all the Greek constructors could do was to offer their services to 
the fo.reign companies. 

When the foreign firms began working with Greek companies, the latter were 
relegated to a minor role with the execution of parts of a major project as 
sub-contractors. Very soon, however, this form of "co-operation" changed in 
character when, in actual fact, Greek sub-contractors were doing all of the 
work involved~ 

Through systematic and insistent effort, Greek engineers won equal status in 
co-operating with foreign firms and by the beginning of 1960, construction 
units had developed to such an extent that some of them ventured to take part 
in bidding for international projects. And thus, for the first time, Greek 
construction companies won contracts for public works projects abroad such 
as the harbour of Benghazi in Libya, pre-stressed pipes for Persia, Beirut 
Harbour and dams in Cyprus. 

But these first appearances of Greek construction companies on the world 
scene were not continued. The advent of the dictatorship in Greece produced 
orders for large projects inside the country, aimed at bolstering the regime 
and launched without proper-planning. I shall now refer briefly to the 
private construction sector. 

During the twenty-year period from 1950-1970 our country ranked high on 
the world list of housing construction with a rate of about 10 homes per 
1000 inhabitants per annum. At this point I would like to stress the par­
ticular role played by housing construction in the country's economy. 

During this twenty-year period and within the framework of an economy 
developing along the lines of a dependent industrialisation, the construc­
tion sector became abnormally large and gradually began playing a leading 
role as an activating factor in other sectors and in money circulation. 
While the key sector of industrial production was progressively influenced 
by foreign capital with the creation of a few, large and technically advanced 
industrial units, housing construction, as a small-scale investment outlet, 
became the sole drawing card for small and medium-sized capital in the country 
which could not be invested in industry by reason of the special conditions 
under which industry is organised. In these circumstances, construction ~ 
and housing construction in particular - was fated to become the first target 
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for state intervention whenever inflationary phenomena, caused by more 
general factors, appeared on the horizon, in government attempts to curb 
inflation. 

The climax of these fluctuations was 'reached during the crisis of 1973-74. 

The thoughtless policies of the dictatorship and international developments 
as well led to unprecedented inflation which resulted in a vertical drop in 
the purchasing power of the people and a steep rise in prices. The measures 
imposed by the dictatorship to curb housing construction dealt a death blow 
to the indust.ry and condemned a large section of the country's working 
people to unemployment and underemployment. 

And yet, paradoxically enough, it was the dictatorship itself which stimu­
lated housing construction and construction in general. In its efforts to 
bolster the regime, the dictatorship embarked, on the one hand, on a thought­
less lending spree with regard to the private sector and, on the other, on 
the construction of huge public works which were often unproductive - all 
without proper study or planning. In this way, it. gave the false impression 
that the country was rising the crest of a wave of prosperity and thus pro­
longed its existence. However, in order to secure the necessary funds, the 
dictatorship had to resort to borrowing on onerous termsG Private construc­
tors who secured capital from abroad were able to obtain contracts for works 
of their preference on terms that were extremely favourable to them and 
therefore naturally unfavourable for the state. 

In this way, the dictatorship wasted huge amounts without proper planning 
and with ~o effective control over expenditures all of which resulted in the 
burdensome public debt it left behind when it collapsed. 

This is why I hinted at the beginning that the contracts executed under the 
dictatorship should be investigated and that measures should be taken to 
compensate for the damage suffered by the state resulting mainly from the 
onerous terms of borrowing and the excessive cost of the works undertaken. 

As far as the period of the dictatorship is concerned, during which certain 
people enriched themselves at the expense of the Greek people, it is my 
opinion that the state should impose a special tax on excessive profits 
gained during this period, and not on the construction companies alone -
also that the various loans granted during the seven years to industries, 
tourist installations and other beneficiaries should be settled by taking 
inflation into account as well. 

This is the sorry situation bequeathed to the new government by the 
dictatorship and which it will have to contend with in the best interests 
of the Greek people. 

THE PRESENT SITUATION 

The picture presented today is marked by the following features: 

'~·-e:l:'e :.?Ie certain large construction companies which, as mentioned before, 
developed rapidly during the dictatorship and assumed gigantic proportions 
which are not compatible with the Greek scene. 

For example, while the public investment budget for 1976 calls for works to 
the tune of one billion drachmas, Greek constructors could easily handle 
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works budgeted at twice or even three times this amount. This is due to 
the immense size of the top tert construction companies compare~ to that of 
about 2,000 smaller unitso This phen::>menon arose from the deliberate award 
of complete projects which could have been parcelled out as separate, flexi­
ble contracts to a larger number of companies~ 

On the other hand, in our country, the construction sector, and the study 
sector as well, has been on the decline for the past three years. Greek 
engineer-constructors and study engineers are currently going through the 
,greatest professional crisis that has ever occurred in peace-time years. 

They are therefore seeking· an outlet by devot.ing part of their activities 
to projects abroad - in such places as the Arab countries and in Africa and 
later, when we have become a full membe.:r· of the Common Market, in Europe as 
well. 

THE POTENTIAL 

As I have already said, t.he construction pot.ential which grew during the 
post-war period and which contr~buted so much to the country's rehabilitation 
and subsequent development, is a noteworthy capital asset for our national 
economy and must be maintainedQ 

It occupies a large segment of the working population in the form of 
engineers, technicians and skilled workers. And this potential must be 
supported because it is in a position, ·without needing large amounts of 
fixed assets, to contribute a great deal to our national economy, particularly 
in view of our forthcoming full membership in the Common Market. The possi­
bilities fo:t· Greek construction unit.s to capture markets abroad are theore­
tically limitless. 

More specifically, however, they can work :Ln: 

a) As of now in the Arab countries and in some African countries such as 
Nigeria, Gabon, etc. 

b) In EEC cou>>tries after we have gained entry. 

New possibilities are opening up in the Balkans and more generally in the 
Eastern bloc countries following the ·new, positive government policy of 
closer co-operat.icn and exchanges~ for a more substantial co-operation in 
the technological sector with possible opportunities for join projects with 
these countries in Arab lands and more generally in the third world. I will 
not hesitate to say that on the world scene, Greek constructors can success­
fully compete with foreign firms because: 

- Their costs are lower as has been amply proved in cases where 
they have competed with such firms both at home and abroad. 

- They are staffed by first rate engineers and technicians and 
Greek engineers excel not only in concept but in practical 
applicat.ion as well" 

- They adapt themselves easily to nev/ situations and are flexible 
in their decision-makingo 

There are of course shortcomings related to the insufficiency of capital 
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funds, the purchase of expensive equipment and limited experience in ~orking 
abroad,· 

However, the abilities of-Greek constructors are such, both professionally 
and business-wise, that they will surely distinguish themselves on the world 
scene. 

POSSIBILITIES IN ARAB AND AFRICAN COUNTRIES 

The tremendous concentration of wealth in these countries presents possibi­
lities for the execution_of extensive development works and opens up 
opportunities for Greek constructors. The benefits to the national economy, 
as has been often proclaimed by Greek officials, are as following: 

Surplus potential (engineers, technical personnel, machinery) 
which is underemployed or unemployed can be_used without 
creating emigration problems since it will be moving out of 
the country only temporarily and will return. 

Foreign exchange revenues will accrue and improve the balance 
of payments, 

The foundations are laid for a broader economic and even -~-· 

poLitical co-operation with these countries. 

For a better insight into the situation as it stands today the following 
table lists the projects currently in hand by Greek construction companies 
abroad. It has been roughly compiled from information received from engin­
eers working in our con-struction companies. There will probably be omissions 
and in any case some medium-sized units which are engaged in small-scale 
projects in the Arab countries are not included. 

A glance at the table leads us to the following observations: 

1. Contracts worth more than four billion dollars (150 billion drachmas) 
are today being carried out by Greek construction companies using almost 
exclusively Greek engineers, senior technical personnel and a core of 
skilled workers and machinery operators. Managerial positions are always 
occupied by Greeks .. 

2, The magnitude of the value of each project and the total value of all 
the contracts are indeed impressive. 

Two of these projects, Archirodon's in Saudi Arabia worth 36 billion drach­
mas and Elliniki Techniki's in Iran worth 30 billion drachmas are of the 
same order as the budget for the entire public investment works programme 
for Greece in 1976 (35,5_billion drachmas or one billion dollars). 

It is reckoned that these large projects will take three or four years to 
complete. Yet, with foreign contracts worth more than one billion dollars 
per annum, it is reckoned that about 20% of this amount will come into Greece 
in the form of obligations to the state and remittances from Greek personnel, 
ie $200,000,000 which is certainly not' to be despised. If the necessary 
measures are taken, Greek construction companies could be executing pro­
jects worth 2.5 billion dollars per annum, thus earning $500,000,000 in 
foreign exchange or more than the total amount earned from tourism in Greece 
in 1974. If we calculate that the deficit in the balance of payments in 
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TABLE 
MAIN PROJECTS CURRENTLY IN PROCESS ABROAD 

Country 

NIGERIA 

GABON 

CAMEROON 

LIBYA 

SAUDI 
ARABIA 

GULF 
EMIRATES 

KUWAIT 

SYRIA 

IRAK 

IRAN 

Company 

EDOK-ETER 

EDOK-ETER 

EDOK-ETER 

ETE 

XEKTE 

EPIROTIKI 

ARCHIMEDES­
GENIKA ERGA 

ODON & ODOSTRO­
MATON 
ARCHIRODON 

EDOK-ETER 

THALES 

ALEMAT 

IRAKLIS 

.METON 

ARCHIRODON 

ELLINIKI TECHNIKI 

DOMIKI 

EDOK-DOMIKA 
ERGA 

TECHNODOMIKI 

SCAPANEUS 

ELLINIKI TECHNIKI 

SCAPANEUS 

ELLINIKI TECHNIKI 

Value of 
Project in 
millions 
of Drs. 

10,000 

1,000 

1,000 

1,000 

1,800 

2,500 

800 

600 
36,000 

10,000 

2,500 

2,000 

.1 ,000 

300 

7,000 

4,000 

300 

2,000 

700 

3,600 

16,000 

6,600 

.30,000 

Works carried out by smaller or other 
companies - rough estimate 

Total 
per 

Country 

10,000 

1,000 

1,000 

6,100 

52,000 

11,000 

3,000 

19,600 

36,600 

140,000 

9,300 

150,000 

Personnel 
Abroad 

270 

50 

50 

lOO 

lOO 

300 

80 

700 

600 

300 

200 

50 

100 

20 

200 

lOO 

350 

? 

350 

80 

4,000 

500 

4,500 

Involved 
in Greece 

140 

30 

30 

30 

30 

lOO 

20 

50 

100 

50 

50 

30 

20 

30 

10 

50 

20 

150 

20 

150 

70 

1,200 

300 

1,500 
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1975 was one billion dollars it becomes easy to realise how important·the 
foreign exchange earnings of construction companies working abroad can be 
to the national economy. And more so when one considers that there is no 
need to spend a large percentage of it on imports of various commodities 
as is the case with tourist earnings. 

3. The number of people occupied appears small at the present time and 
would not seem to solve the unemployment problem. But we must remember 
that most of these works are at a preliminary stage and that as the pro­
jects progress, more personnel will be needed. In fact, Greek construction 
activity abroad regulates, without draining the country's human resources, 
the problem of surplus technical personnel. 

The Greek government, in the conviction that the country is benefitting from 
this source, has taken a series of measures to facilitate the task of Greek 
construction companies abroad such as the law relating to the capital fund 
for the protection of foreign credits, the ability to send mechanical equip­
ment abroad by importing the equivalent in foreign exchange, the opening of 
bank accounts in. convertible currency, etc. 

But we must not forget that this exodus of construction potential from our 
country also harbours considerable dangers for our national economy and 
our political status in the world. One of them is the danger that the 
companies concerned will not fulfil their contractual obligations in the 
country they are working in. In this respect, it is worth mentioning that 
the National Bank has so far issued letters of guarantee for financing, 
satisfactory execution and advances to the extent of more than fifteen 
billion drachmas (and this is another serious reason why we should be 
extremely careful). 

Therefore, we should not lose time in foreseeing the problems which will 
arise, and take the proper measures so that our presence on the world scene 
should not be uncontrolled but guided by specific prerequisites and limita­
tionsa 

These measures must not only protect the interests of the country and of our 
contractors but also those of the countries they work in* Greece has gained 
bitter experience with respect to the problems that accrue from dependence 
on a foreign country in the technological and economic fields and we would 
not like to see our country acting in the same wayo Of course, our country 
is a small one and the Greek construction industry cannot exert any political 
irifluence or impose alternatives that do not serve the host country's national 
interests~ 

Finally, and equally important, the interests of Greek and local personnel 
working for Greek construction companies in these countries must also be 
safeguarded. 

Such safeguards can only be provided by bilateral agreements with the 
countries concerned which will define the scope of activity of the companies 
and, more specifically, so that:-

1) The mother country can exert full control over the financial and other 
activities of the companies. 

2) A mechanism of incentives and counter-incentives is brought into opera­
tion for the suitable disposal of the country's construction units to the 
degree made possible by its own development programmes. 
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3) The re-importation of exported equipment is guaranteed. 

It should be also guaranteed that: 

1) Only Greek technical personnel and nationals of the host country are to 
be employed. 

2) The rights of the technical personnel (collective agreements, wages, 
leaves, medical care, free union activity, etc) are safeguarded~ 

3) Proper living and working conditions will be provided for engineers and 
other personnel in the host country. 

4) The host country's own potential be allowed to participate at all levels 
and skills so that it shall be able in the long term to assimilate the im­
ported technology. 

Construction work and the presence of groups of Greeks in these countries 
will surely promote the export of many of our products. 

It should be noted at this point that industries connected with construction 
are among the most advanced in Greece. The building materials industry 
(cement, steel, etc) does not only completely satisfy local demands but 
exports as well. 

Finally, an effort should be made to win study contracts by Greek technical 
firms in these countriesQ 

The advantage,with studies is that they can be made almost entirely in our 
own country and result in the employment of a large number of people who do 
not have to go abroad. There is already one large firm of engineer consul­
tants in Greece which has, in the past twenty years, undertaken studies and 
supervision of contracts abroad worth $104,000,000 of which $42,000,000 were 
earned from 1973 to the present day. 

This is not enough, however, and greater efforts should be expended in 
winning more study contracts abroadQ 

A very important role will also be played by the good relations which have 
begun to be cultivated between Greek engineers and their colleagues in the 
Arab countries. Representatives of the Technical Chamber have been invited 
and have visited Syria, Libya and Iraq and the Chamber has recently played 
host to representatives of Palestinian engineers' associations which are 
prominent in many Arab countries and with which protocols of co-operation 
have already been signed. 

Here I should reiterate the proposal by the Technical Chamber to the 
government that technical advisers should be appointed to the Greek embassies 
in the Arab countries who will be able to familiarise themselves with local 
conditions (cost of materials, cost of living, etc) and thus be in a posi­
tion to ensure that our national policy in this sector is faithfully applied, 
t6 serve the large numbers of engineers and technicians in these countries 
and facilitate the course of the projects in hand. 

POSSIBILITIES IN THE COMMON MARKET 

As you can understand, I shall not dwell upon the broader problems ~that face 
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this country as a result of our pending membership in the Common Market. 
Nor will I refer to the adjustments that will have to be made in our 
national economy in this respect. Adj·ustments that will require measures 
which will also delineate the necessary period of time during which the 
country must prepa~e itself for such a fundamental prospect with the least 
possible damage to its economy, 

Our entry into the EEC will require great changes in our state machinery, 
bringing various institutions up-t.o-date and adapting ourselves to new 
methods and working habits. I will not venture to forecast precisely what 
sectors of the economy will benefit most from our entry into the Common 
Market. 

More particularly, the Greek construction potential and the companies that 
make it up will have to face stiff competition from the larger and better 
organised companies in Europe and will probably face difficulties, due to 
inexperience, in undertaking project.s beyond our boundaries~ 

In spite of all this, I hope that in a very short time, they will be able 
to compete successfully with foreign r~vals and will gain equal status 
within. the Community - because the Greek engineer-businessman is a good 
engineer and an even better businessman. 

It has been proved repeatedly that in Greece and abroad, the Greek contrac­
tor can achieve lower costs. This is due not only to his engineering and 
businessman's abilities but also to his flexibility, his ease of adaptation 
to new conditions and the quick decisions he makes, when necessary, on the 
work siteo 

CONCLUSIONS 

The conclusion to be drawn is that the tremendous growth of Greek construction 
units, regardless of how this was achieved, is an actual fact which necessi~ 
tated and made possible their expansion towards the Arab and African countries. 
This outlet will make it possible for the smaller units that have stayed behind 
to secure work in Greece. 

A new era has already dawned. 

The possibilities are great but they are beset by many dangers. 

Measures should be taken so that, in the final analysis, our national economy 
will reap full benefits. 

RadiCal and organisational changes should be made within the framework of a 
programme for speedy economic and social growth. And it is absolutely neces­
sary that we should know what development policies are to be followed and 

. which are the target.s of our national economy. 

Among the changes that will have to be made very soon are the streamlining 
of our state machine which is ill-paid, badly organised and consequently 
inef~icient. 

We must make the most of the preference the developing countries are-showing 
towards the Greek construction industry which is understandable in view of 
the fact that the country which controls them (under the terms referred to 
previously) is small and cannot exert political influence or impose alterna~ 
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tives which are contrary to their own national interestsg I should stress 
here that the solution to the country's problems does not lie in extending 
unconditional facilities to the large construction companies with no return 
other than the inflow of foreign exchange (which in the recent past turned 
out to be prohibitively .expensive) but in extending facilities that also take 
into account the broader national interest. This clearly means encouragement 
but also controls. 

All we have said up to this point with regard to construction works abroad 
should be combined, for equal development, with the execution of public 
works within our bordersQ The drive to win contracts abroad should not be 
at the expense of our own country by depleting the home potential. 

Greece should not be deprived of all her able and dynamic construction 
engineers as a result of which the present high standards of construction 
will be lowered and our competitive ability, on technical and economic 
grounds, will be reduced. 

Works abroad should only be undertaken to occupy the country's surplus 
potential and this should be regulated by the state. And for this to be 
effectively achieved, it is absolutely necessary that a complete and realis­
tic long-term public works programme be drawn up and made part of the state's 
development policy. 

Only then will the construction companies be able to organise themselves 
suitably so that they can parcel out the works to be executed at home and 
abroad. Only then shall we be able to control our future in the field of 
co~struction. 
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MEDITERRANEAN STABILITY - PROBLEMS AND PROSPECTS 

Mr Stefano Silvestri 

Vice-Director 
Italian Institute of International Affairs 

The Mediterranean is an area divided in many different regions. The 
Mediterranean unity, even culturally, is a dream that ended over fifteen 
centuries ago, and that was never more a reality, nor was re-established 
even during the colonial period. That is why the "Mediterranean" stability 
is a very difficult argument, that would requi~e a careful approach country 
by country, region by region, and much more time that we do not have here 
now. Therefore, you will allow me to be sketchy and provocative. I hope 
that questions will follow, that will help me to clarify some points, and 
you to concentrate.on the arguments of your greater concern. 

The Mediterranean already is a crisis and conflict area but new sources of 
conflicts will probably arise and complicate the Mediterranean picture even 
more in the near future. 

First: Nuclear proliferation in the Mediterranean is a quite possible 
development- many reports speak of Israel's nuclear capacity. Turkey has 
spoken of possibly going nuclear, and it certainly may do so if its involve­
ment in Cyprus enlarges the gap between Turkey and the West, Turkey may then 
become more involved in the Middle East, with the possibility that Egypt too 
may go nuclear. 

Other countries can make the same choice, here in the Balkans, or elsewhere 
and that may revive even some Italian temptations, especially if our links 
with Nato are in doubt. 

Second: The enlargement of economic rights over the sea up to the 200 miles 
limit will practically multiply the source of possible conflicts and will 
render it very difficult for military fleets to pass freely through the 
straits of the Mediterranean. Imagine also, a new Middle East conflict 
and t.he problems that commercial cargos with strategic or military material 
will have to face. 

Third: The technological developments are favouring more precise armaments· 
especially naval missiles, with conventional or nuclear warheads. Th'e- ·in­
creased precision, lethality and rapidity of these ~eapons together with an 
increased ability in finding objectives, will increase the first strike 
capacity of the American and Soviet ships, so lowering the nuclear threshold. 
At least in the next years, the US ships will lower their speed and still be 
great and heavy, but if there is a shift to small, rapid vessels' then the 
situation may change. 



94 

Even these examples alone make a point for Mediterranean onus control, and 
all Mediterranean agreements" Many ideas have been put out by economists 
and politicians, but they stop short of the main problems and crises exist­
ing in the Mediterranean area~ It is now likely accepted that no disarmament 
or cpntrol agreement can survive in a changing political situation-. 

We will concentrate on the countries forming the southern belt of Europe. 

These countries suffer at least from three different global divisions: 
East-West, North-South, -Democratic and Autocratic countries. Each time 
the southern European ~ountries are presented as "bridges 11 between North 
and South, "non-aligned 11 between East and West, or constitutionally weak 
and changing. 

In reality their situation is not happy - generally the southern European 
countries in the post war years have experienced all the problems of dis­
placed persons trying to identify themselves in greater, more stable, 
contexts but in fact resting on the borders of the main global divisions, 
ready to go out or to be pushed out. 

We are all aware of the economic problems of southern European countries, 
and how difficult it is for them both to become integrated with the developed 
north, or to utilise the growing resources of the south. 

Similar problems exist on a political level. We have experienced great 
changes of regimes, that I will only remind you of, without detailing them: 

Greece obviously· (twice) 

Cyprus 

Turkey - that is changing rapidly even it it maintains the old 
constitutional framework. 

Portugal 

We are now experiencing changes in: 

Italy 

Spain 

In the near future we will eventually see changes in: 

Yugoslavia 

Albania 

Someone is saying also in - Franceo 

The global framework in which these changes are taking place is one of 
Western predominance, but that affirmation should be. qualified. 

Militarily the Western predominance in the Mediterranean is notable and 
practically unchallenged by the Russian fleet. But that predominance mainly 
based on the US VI fleet requires bases, facilities and assistance. In a 
word: allies. Without allies the American presence will become not only 
more costly, but eventually t"""'la,J.e. The key countries in that respect 
still are Italy and Greece (prob y Spain or Portugal). 

'~lt"'"W_ . . . 
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Politically the situation is more confused, and difficult. The American 
government is in a big constitutional crisis (relations between the Presi­
dent and the Congress) and in search of a new policy line. The Soviets seem 
more decided, but in fact both economic shortcomings and recession problems 
have slowed down their pace. It seems now clear from recent experiences in 
the Middle East and in Angola that the Soviet Union has the ability to inter­
vene, directly or by proxy, in distant and important areas, but do not have 
as yet the power or the ability to maintain and impose her gains. Exactly 
the contrary seems to happen to the Americans. 

A kind of unifying strategy for the Mediterranean, is the one provided by 
the military-strategic realities. It originates in Washington and Moscow 
primarily, and links the Mediterranean area to the East-West Conflict. The 
presence of the two fleets, the American ·and the Soviet one, is the clear 
indication of the existence of such linkage. But the Mediterranean countries 
and conflicts are not at ease in such a scenario. Many times we have crises 
that do not stem from the East-West conflict, or that cannot be reduced to 
it, eg the Middle Eastern crises, the Cyprus war, the Portuguese change of 
regime, the infra-Maghrebian conflicts, etc. It is difficult, and sometimes 
impossible, to re-organise these local conflicts and local political develop­
ments, along the main lines of the East-West division. To force such a re­
alignment on local leaderships, can also be counter-productive, as was clearly 
demonstrated in the case of the early reactions of the American administration 
to the Portuguese situation$ A similar case we have had in the US-Greece 
relations during the past colonel's regime, 

What follows is a different outlook, from the local scene and from the 
outside capitals, of the same Mediterranean crisis: communications are 
often broken, and minor crises risk becoming major ones. 

That is probably true for all the Mediterranean countries. The reasons for 
that are deeply buried in history, but can be summarised as follows. There 
does not exist any innerbuilt stability in the Mediterranean regions. Many 
times the neighbour is the major enemy; no-one has enough force to overcome 
his enemies alone; the Mediterranean regions do not have a clear political 
unity, around a well defined and dominant pole. The horizontal ties, the 
ties existing between these Mediterranean states, are far too weak, and 
cannot form a stable, indigenous, stability system. 

The number and quality of vertical ties, thosewhich link the single 
Mediterranean countries to external powers, are far superior to the 
number and quality of the horizontal ones. Even the internal political 
life of these countries is often regulated by the vertical policy lines, 
linking Mediterranean countries and outside powers. In the first few years 
after World War Two, the political forces of Southern European countries 
regarded their preferential ties with the USA or the USSR as a point of 
strengtho Internal political balances in countries such as Greece or 
Italy, were based also on these preferential tieso The division between 
government and opposition forces coincided ideologically with the division 
petween the Western and the Eastern bloc. At that time, in Southern Europe, 
there was a partial coincidence between internal and outside positions. 

The situation is changing - In Portugal, Italy and eventually Spain the 
so-called 11 area of government" is enlarging, and no longer coincides with 
the divisions of the cold war period. Let me say, as an Italian, that it 
is almost comical to read from Italy, Kissinger's (or Rockfeller's) recent 
affirmations about the danger of the PC's joining the government. Not 
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because one can't agree with his analysis (even if I don't agree on many 
points) but because what Kissinger sees as an hypothesis to reject, has 
already been for several years a historical reality, not formalised in a 
government but working on the political forces level, and thus requiring 
not decisions of principle but concrete decisions of management. 

In Greece and in Turkey too, new problems linked to the Cyprus situation 
and to the emergence of new political forces, make it impossible to go 
back to the ancient bloc solidarity, and requires a more careful approach. 

For these reasons, the vertical ties, once an element of stability and re­
inforcement of the local governments, are now becoming less secure and 
stable. Sometimes they even favour the changes that they would like to 
avert. 

A last, but not least, case in point: Yugoslavia and Albania. According 
to a simple East West division, blindly carried out to her extreme conse­
quence, we should leave these countries to Soviet dominance. A consequence 
feared by these same countries, in contrast with our interests and not even 
hoped by the Soviets. But such was, to put things bluntly, the somewhat 
deceiving conclusion reached by Sonnenfeldt, the Kissinger aid, some weeks 
ago, on a purely theoretical base. Theory should accommodate better with 
European reality. 

summarising: The local Mediterranean countries are unable to agree and 
guarantee a credible Mediterranean stability, but the Superpowers' appraisal 
of the Mediterranean evolutions and crises is necessarily conditioned by 
global considerations (that is, by how the East West relations are going). 
They, therefore, tend to consider anything that happens in the Mediterranean 
as 11 eccentric 11

, a risk to stability, a jarring note in the international 
panorama. They tend to reduce these variables to their policy constants, 
simplifying their analysis of the Mediterranean crises and basing their 
decisions on a few fundamental criteria (keeping the 11balance of power 11

, 

distinguishing between communists and anti-communists, etc) that turn out 
to be too far away from the actual internal realities of these countries to 
be able to work efficientlyo 

There remains, therefore, an atmosphere of general uncertainty. In such a 
situation of uncertainty the safest choice appears to be a flexible, ad hoc 
approach to the single problems. For example, the US seems ready to support 
some eastern communists (irrespective of Sonnenfeldt's opinions), but also 
to oppose the Italian ones and even support the persecution of the Spanish 
ones. The USSR contemporaneously theorises the 11 Cunhal line 11

, has good 
relations with Spain etc. In diplomatic termS there is a net increase in 
the already accentuated bilateralism, which characterises the international 
relations of the Mediterranean countries with the Superpowers. 

In the Eastern Me~iterranean, for instance, the US bilateral relations with 
either Greece or Turkey remain the major element in securing the presence of 
the Atlantic Alliance in the region. The ~ecent defence agreements, signed 
with Turkey at the end of March and with Greece in April, both provide for 
continuous American presence in these countries, in exchange fOr 1.7 billion 
US$ of military assistance to the two countries. Congressional reactions to 
both agreements is reported to have been unfavourable. Rightly unfavourable, 
I may add, at least for one reason: these agreements, in exchange for a four 
years permanence of military bases, oblige the US to support an important 
military build-up in this rather fragile area. 
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In times of prorotind changes and crises such bilateral relations are 
insuffi.cient to guarantee the stability of either the international alli­
ances or the local governments, They do not even guarantee peace. Through 
these bilateral ties the superpowers become~· instead of less, dependent 
on local factors. In order not to throw away bases and money they feel 
obliged to support the policy choices of their local allies. When her two 
allies are in contrast between them, the superpower has no choice unless 
the freezing of the cris1s, that favours not only the status quo, but also 
the fait accompLi. As the Cyprus case clearly demonstrated. 

These errors of the superpowers are partially justified by the reality of 
the Mediterranean countriesc As we have said, they have very few common 
ties and it is difficult to imagine a multilateral system of security and 
stability, in the Mediterranean, less dependent on external interventionG 

Any collective security pact in the Mediterranean, or even only for Southern 
Europe, would not only be an illusion, but a risk as well. There is no real 
force on which to base it, capable of resisting determined external pressures. 
The political situation and the institutions of the Mediterranean states are 
not sufficiently stable and are, therefore, exposed to all winds and capable 
of unexpected policy reversalso Finally, there is no common economic basis 
that could make this region independent of Northern Europe, the superpowers 
or Arab oiL 

To think in only Mediterranean terms seems, therefore, nonsense. In fact, 
no country does and this is why we have underlined the importance of vertical 
political ties. 

This does not mean, however, that there is no room for change. On the 
contrary we are facing important, sometimes violent changes, from Spain to 
Lebanon, from Italy to Yugoslavia. If there is no common framework that 
could act as a moderator of these changes, bringing them to new stabilities, 
we will face important crises: possibly a period of internal agitation and 
unrest, followed by international realignment (either following the tradi­
tional pattern or according to new alliances) • There will be no real 
stability, but a continuous re-negotiation of bilateral agreemen~s between 
the superpowers and the Mediterranean countries (on a beggar your neighbour 
basis)~ The important economic and social problems of these countries will 
not be solved (because there will not be for a period a stable, credible 
government), and agitation will increase~ In other words, this scenario 
does not offer the political leaderships of the Mediterranean countries 
prospects of development and integration in a greater international context, 
even though it keeps alive the reality of all those transnational currents 
and international needs which hang like deadweights over the life of 
Mediterranean countrieso 

In a certain sense we are today faced with a dilemma analogous to the one 
in '48/49. In that period there' was a current of thought in the US State 
Department (of, the opinions of George Kennan, at that time) which held it 
more advantageous to maintain bilateral ties with Italy and the other 
Mediterranean countries, without fitting them into the 'Vaster multilateral 
context of an Atlantic Alliance between the USA and central-northern Europe. 
Today the problem is similar. Kissinger's policy exalts the "flexibility" 
of "ad .hoc" relations, which in the short term facilitate relations between 
the USA and the countries of the Mediterranean (Southern Europe in particu­
lar) , but which does not offer these countries an equitable future prospec-
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tive for integration in an area of not only strategic, but also political and 
economic stability, 

Nevertheless it would be erroneous to reduce Mediterranean prospects to a 
dilemma between subordination or chaos (or to subordination and chaos, as 
normally was), Especially in the past few years a third alternative has 
been taking shape, one which has been widely discussed and analysed by the 
political force of these count.ries: Western Europe. There is almost a "wild 
hope" on the Western European way, that characterises many political forces 
in Southern Europe, and has her supporters in the Arab states too. That can 
be easily understood. After years of division in an Eastern and a Western 
party, the political forces are trying to find some international perspective 
that can help to unite, instead of divide. 

Western Europe already represents the other pole to which the South European 
countries are attracted (economically and politically). The continuation of 
the Euro-Arab dialogue, almost malgre soi, demonstrates the interest of the 
Arabs in new economic and political relations" If you come to my country, 
Italy, you will see that the prospect of growing European integration has 
worked as a stabilising factor on the political forces. It unites forces 
that were divided by the East West conflicts and help to integrate in the 
West the old pro Soviet forces, In these past years EEC policy towards 
Greece first and towards Portugal and Spain later, proves that Western 
Europe is well aware of the internal political debate and of the long-term 
possibilities and options of these countries. And so today the Common 
Market represents in a way the most important political link between these 
countries and the West: a substitute, but also at least partially an alterna­
tive to Atlantic ties which have been weakened or are in crisis. 

The flexibility shown towards Yugoslavia and Rumania opens the way to better 
political relations with these countries as well, The approach to the Cyprus 
crisis has shown a greater awareness on local sensitivity: EEC has not acted, 
until now, in that crisis, but there are int.eresting plans to do so in the 
not too distant future. If they will be realised, the main advantage of the 
EEC will probably be its complete absence of military forces: the solution 
will follow economic lines, much more suitable for long lasting agreements, 

From an economic point of view 1 obviously, integration of Northern and 
Southern Europe poses the big problems typical of relations between developed 
and less developed (or developing, or underdeveloped) areas. Nevertheless, 
it is evident that such difficulties remain also because of the absence of 
political integration: we need only look at the tendencies in trade, invest­
ments, workers migration, etco Only a greater political integration can 
work as a corrective to such tendencies; studies and proposals by the EEC 
Commission have already been made. The political will to actuate such plans 
has not yet fully matured. It is clear in my view that the decisions to be 
taken are not simply economic decisions, however important they may be. There 
is a military (securit;y) dimension, until now practically absent from the 
EEC interests, that will have to be confronted. Without such a dimension, 
in fact, a new contradiction would develop between superpowers and European 
presence, with new risks for the stability of the area. 

We are facing a situation of open options. The demand from Southern Europe 
is one of greater stability, in a better integrated Western Europe. That 
demand comes from practically all the relevant political forces, There is 
a demand coming from the Middle East and North Africa: not of greater inte­
gration but of a better organised economic co-operation that could help them 
to better utilise their oil revenues, The Superpowers' policy is not opposed 
to these developments, but do not favour them either, They confront important 
political and economic changes with old instruments, Their flexibility becomes 
a source of possible weakness. The demand is still there and the option is 
still open: I think that the answers will follow. 
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To be invited to address ·the leaders of the Greek business, and especially 
the shipping community in Athens, is a signal honour. Those of us in the 
shipping industry in London hold our sister centre of the Piraeus in qual,i- · 
field admiration and respect. My grateful acceptance is tempered with 
corresponding humility. 

You have asked me to speak on the Longer Term Future for Greek Shipping. 
After discussion with the organisers of this conference, I have agreed to 
interpret the longer term as being the decade 1980 to 1990. That at 
least gives me ample time to leave this conference before eVents have 
confounded my predictions. 

You will understand that this task will require the application of some 
power of divination. Nowhere can this be more appropriately practised 
than Athens. After all,. the ritual of divination w.as·achara.cteristic 
peculiar to ancient Greek religion. I recollect that Plato distinguished 
between two major forms of divination: first the sane form; and-secondly, 
the ecstatic, enthusiastic or insane form. The first'method involved 
the application of cool scientific analysis - 11 mantis" I think it is called 
in Greek. Signs have to be interpreted according to strict principles 
whether from the observation.of sacred fish, tame serpents, the entrails 
of sacrifices or the flights and cries of birds. Sophocles relates in 
Ant.igone how Tiresias kept a special aviary as a data bank. 

The second method of divination has been most successfully practised by 
prophets, preferably of the fairer sex, overpowered by a deity and 
uttering mystic words in a temporary ecstasy under Divine suggestions. I 
will return to this later - even if I must conf~ss to·a private prejudice 
in its favour. Nevertheless, if due respect is to be paid to the subj_ect 
I fe~l I must address myself first to the former - the 'sane' form Of 
divihationo I hasten to add that my colleagues in Terminal Operators 
Limited, our consultancy and research company, have employed a.somewhat 
more advanced technology than that of old Tiresias. In London they find' i.t 
easier to organise computer simulations than to keep a tame aviary. On the 
comparative reliability of the results, I leave you to judge. 

Let me tell you what I plan to do. 

First I shall describe briefly the.method we have adopted ,for forecasting 
world seaborne tradeo This as I have said, is our technique of sane 
divinatiO'n. 
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Having done that we shall examine in turn the principal divisions of seaborne 
trade and of shipping, first in relation to world tonnage, and then in 
relation to the Greek fleet. This will help us to deduce the areas of poten­
tial tonnage scarcity and identify those sectors where Greek shipowners 
may usefully direct their investment interest. 

When I say the Greek fleet, I mean the Greek-owned fleet. Despite the recent 
added attractions of the Greek flag, many Greek owners still find it attrac­
tive to operate their vessels under non-domestic flags - Liberian, Cypriot 
and so on. How long this will remain. so I am not sure; especially when 
Greece is a member of the EEC. However, here today we are looking at the 
Greek owned fleet, regardless of Registry. 

First, Method. I won't weary you with the technical details of our method 
of analysis. Our forecast of the development of seaborne trade is derived 
as follows. We extrapolate a series of historical relationships between 
economic activity as indexed by the GNP of the OECD area (in millions of 
US $ at constant 1963 prices) on the one hand, and the volume of the 
principle constituents of seaborne trade on the other. 

Demand for shipping is determined by these patterns and volumes of world 
seaborne trade. Since the war, the most significant feature perhaps has 
been the rapid growth of world economic activity. This has been powered 
by an increasing supply of raw materials and fossil energy leading to 
an ever increasing volume of manufacturing production. 

OECD countries account for about 85% of world industrial production. In 
the period 1957/74, their GNP increased by an average 4.5% per annum. 
Simultaneously, world seaborne trade increased by an average 7.7% per 
annum and the tonnage of the world fleet by an average 6.2% per annum. 

Today we are only too conscious of the effects of recent and simultaneous 
recession in the leading industrial countries coupled with the events of 
the Middle East at the end of 1973. The consequences have been too 
unforgettable for them not greatly to have influenced our attitudes. Yet 
the reverse in trends of world activities and trade of these last two 
years must be seen in a longer perspective, if we are to draw the right 
conclusions for the 1980's. Despite the experience of the last two years, 
we see no reason to think that the long term relationship between world 
industrial production and world seaborne trade has significantly altered. 
Away from Delphi we cannot reasonably allow for unexpected calamities 
which occur in the world with random irregularity. 

Unexpected calamities then excepted, here is our forecast of future demand. 
First OECD GNP growth. 

On the basis of OECD projections to 1980 and thereafter, our own extra­
polation of historical growth rates, we forecast OECD GNP increases to 
$2,267m by 1980 and to $3,306m by 1990. This is equivalent to an average 
growth rate from 1976 of 4.0% per annum. 

Total world seaborne trade in the same period we project to increase at 
an average 5.2% per annum to 3,918 million tons by 1980 and 6,255 million 
tons in 1990. Within this total picture, seaborne oil movements increase 
at 6.5% per annum, dry bulk shipments at 5.0% per annum and general cargo 
at about 4.3%. 
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Now_we have to translate this forecast of seaborne trade in~o actual ship 
demand. The outcome is broken down into forecast demand for the principal 
ship types. 

Later we shall further sub-divide these into size groups for each ship 
type. 

A most significant feature is the way in which oil tanker demand continues 
to increase. This is partly due to a still increasing demand for oil and 
partly to the long distances over which much of the incremental oil tonnage 
will have to be transported. I refer of course to the growing US demand 
for Middle Eastern oil. 

So now we have in broad terms our forecast of world shipping demand to 
1990. How much of this demand can be met by existing tonnage? Where, 
allowing for ships on order and anticipated scrappings and losses, are 
the areas of shortage of shipping space likely tofall? And when are they likely 
to occur:? 

We shall ta~e a closer look first at oil tankers, then at bulk carriers and 
finally at general cargo carriers. 

OIL TANKERS 

Let us look first at the most troubled sector - oil tankers. From our fore­
cast we estimate world demand for oil tanker tonnage to rise from the 1975 
level of about 190m dwt to 267m dwt by 1980 and over 505m dwt by 1990. 
The existing tanker fleet is a massive 287m dwt with a further 8lm dwt on 
order or under construction. On the assumption of scrapping after 20 years 
it is a relatively simple calculation, knowing the age structure of the 
world fleet, to develop a picture of what I shall call the "re_sidual" 
fleet - the future fleet making no allowances for additions other than those 
already on the order books today. 

This is the tanker picture we get. No allowance is made here for slow 
steaming, lay-up, the adoption of IMCO segregated ballast proposals 
or scrapping for 20 years. 

On this basis, the broad picture for the larger size tankers until and into 
the 1980's is discouraging. Not so however the equation of supply and demand 
for tankers smaller than 60,000 dwt. Subject essentially to the rate at 
which US import expands and the extent to which larger tankers can be employed 
for this US demand, the demand for smaller tankers for the early 1980's would 
seem definite. As to the VLCC and other: large tankers, investment in delive­
ries before the mid-1980's would seem unprofitable. 

How will this affect the Greek tanker fleet and the Greek owner? We now look 
at the Greek fleet as it exists today. 

As befits the great independent fleet of the tanker world, there is a wide 
spread of vessel sizese Greek owners have been wise to avoid too great a 
concentration of VLCC's and ULCC's. By 1980 no less than 12m dwt tons will 
be 20 years old - thirty per cent of your tanker fleet, and of course largely 
the smaller sizes, Anthony Chandris in Hong'1(ong last November, courageously 
'floated' I if "that is the word, the idea of scrappi~g over 15 years. Even 
assuming scrapping at 20 years, the number of tankers under 70,000 dwt will 
have fallen by 1980 from 541 to 189. VLCC's will comprise 46%- of the fleet 
by deadweight, tankers over 70,000 (including VLCC'sl 79%. 
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Extending the age profile and scrapping assumption to 1985 and 1990, what 
do we see? Excluding future new orders which are unforeseeable, the 
percentage by.dwt of tankers under 70,000 shrinks in 1985 to 12% and in 
1990 to about 8%. Only 6 of the VLCC's would meanwhile ordinarily have 
been scrapped. 

In the light of this, gentlemen, I would suggest that in seeking opportuni­
ties for further investment in the tanker sector the obvious area, at least 
in the shorter term, must lie in handy sized vessels. 

DRY CARGO - BULKERS 

Turning now to the dry cargo sector, let us look first at dry bulk carriers. 

Our demand forecast indicated a growth in demand for bulk carriers from the 
1975 level of about 83 million dwt to 113 million in 1980 and 203 million 
in 1990. 

As with the tanker fleet, though not to the same disastrous extent, the 
present fleet of 104 million dwt is in excess of demand, and there remains 
some 24 million dwt on the world's order books, swollen by substitutions 
for larger tankers. 

The combination of this demand and supply data, again using the residual 
fleet approach on the basis of a 20 years gives a picture which bears a 
certain similarity to that of the oil tanker trades. 

Overall the surplus is likely to continue until the early 1980's with the 
first revival of demand occurring at about 1980 in the smaller sized group 
- handy sized vessels of less than 60,000 dwt. 

And how will the Greek owned dry bulk fleet look at this time? With regard 
to the existing Greek bulk fleet, two features are I think worthy of note.· 
First, the fact that in keeping with the traditional role as a tramp 
operator, the Greek owner has again avoided too heavy a concentration in 
the larger vessels currently in vogue. His preference has been to invest 
in the smaller-than-Panamax-size tonnage with its inherent flexibility 
of operation. 

The second point is that, of the total Greek fleet of some 19 million dwt, 
over 70% is presently less than 10 years old. 

If we project this picture to 1980/90, again with an assumed ship-life of 
20 years, and recognising the current order book of about 4.9 million dwt, 
we see that the Greek owned fleet will have increased to 21 million dwt by 
1980. About 75% of this fleet will be vessels of less than 60,000 dwt, 
constituting over 18% of the total world fleet of that size. 

By 1990 the residual fleet will have declined to 10.7 million dwt, of which 
about 65% will still be in vessels of less than 60,000 dwt. 

As with the tanker sector earlier, the message for the Greek ship owner 
which comes out of the analysis, is thiso Except in the obvious cases, 
there profitable long term employment is assured; there is little to be 
gained from a major shift into the big-ship league. Stick to the handy 
size. 
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GENERAL CARGO 

Now let us look in_ t.he world context at the rest of the dry cargo sector 
- the general cargo trades - the tween-deckers. 

Referring again to our forecast, we find that demand for general cargo 
carriers, in which we include RO-Rot container, Lash and other specialised 
tonnage over 10,000 dwt in addition to conventional tween-deck liner and 
tramp vessels, will increase from 92 million dwt in 1975 to 107 million 
in 1980 and 146 million dwt by 1990. 

The existing fleet of about 104 million dwt, though in theory rather.in 
excess of demand, is in practice close to balance, largely as a result of 
chronic port congestion. By 1980, assuming a ship-life of 25 years and 
taking current orders and new building of 5 million dwt into account, the 
residuai general cargo fleet will have declined to 86 million dwt. Of 
this, .large inter-continental unit-load ships will constitute about 12% 
in terms of dwt. By 1990, with no further orde;rs, the residual fleet 
further declines to 50 million dwt, of which about 80%.will be the general 
purpose carri'ers. 

In other words, we will have a situation like this, where the demand for 
general cargo tonnage outstrips supply in 1978/79 as a result of the with­
drawal of a large proportion of the existing. '1976 fleet. through sheer old 
age. Without allowance for furt.her new orders, the gap between supply and 
demand would widen dramatically. 

Now the Greek-owned cargo fleet is similar to the world fleet in that it 
has a large pioportion of older tween-deck vessels. 

Well over half the Greek fleet today is aged 15 years or more. With the. 
present order book of 52 vessels totalling 0.9 million dwt, the Greek owned 
fleet will more or less maintain its size up to 1980. ·After that there 
will be a demand for replacement tonnage of about 5 million dwt between 
1980 and 1985 alone, without considering the demand generated by the forecast 
increase in the w0rld general cargo trades. 

So here on our analysis the call is insistent: 11 Invest in general purpose 
dry cargo ships 11

• 

PASSENGER 

You have probably had enough projections but one last word about the passen­
ger sector of shipping. 

Though relatively small by comparison with the other sectors we have looked 
·at, a discussion.of the ·Greek shipping industry would be incomplete without 
some mention. You gentlemen seem to be about the only group to have the 
skill of operating fleets of passenger ships profitably. 

At the moment the Greek owned passenger fleet numbers 43 vessels or over 
5,000 gross registered tons ~.totalling 504,000 GRT, but it is to the age 
structure of the fleet and its'"'implications that I would like to draw your 
attention. 

35 of the 43 vessels were built before 1955. Now accepting that these have 
undergone major rebuilding and refitting to meet the demands of present day 
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passenger operations, their useful life must come to an end sometime~ 

If we assume that 35 years from the original date of construction., is a 
reasonable ship life, by the end of our 1980-1990 decade, the Greek owned 
passenger fleet will have been reduced to only six vessels having a total 
of a mere 63,000 gross tons. Such a total is manifestly inadequate to 
allow Greece to maintain a significant presence in the passenger market, 
even without any increase in demand above the present level or further 
expansion into passenger operat.ions by the USSR. 

The world supply of passenger liners and other tonnage suitable or available 
for adaptation to Greek flag passenger operation, is just about exhausted. 
This being so, new passenger tonnage could be considered as a possible 
investment area, perhaps not immediately, but certainly in the 1980's~ 

Well after that rather hectic survey, I feel it would be unkind to awaken 
those who have already taken refuge in Letheo. If 1 however, I am to be 
faithful to scientific divination, to 11 mantis", I must marshal the 
conclusions. Best buys for the 1980's for the Greek trampship owner -
that is what we have been seeking. Viewed statistically, they are first and 
predominantly, general purpose tween-deckers, secondly - handy-sized bulk 
carriers, and thirdly, handy-sized tankers. I would also add passenger 
ships. 

But we 1.i v e in a changing world. The developing countries through UNCTAD 
have secured a Convention, which sooner or later will surely be ratified 
by a sufficient number of States to secure its enforcement, applying the 
40-40-20 formula to conference liner shipping. While Greek shipping is 
predominently tramp shipping, the philosophy underlying the formula casts 
its shadow over the bulk trades. Following implementation of the formula 
in the liner trades, this shadow may be expected to deepen. 

And that must worry Greek merchant mariners whose proud raison d'etre is 
to be the third flag carriers of other countries' cargoes. In shipping, 
the free market system is everywhere under attack, but its replacement by 
alternative systems can only result in a loss of efficiency (in the full 
economic sense of the word) to the world-wide shipping industry. Retention 
of as much as possible of the free market system in shipping is worth 
fighting for. If pressure were to grow for the application of 40-40-20 
to all seaborne trade, the free-market European countries of an enlarged_ 
EEC, with Greece a member, would have to look to the consolidation of their 
trading unity. 

Much too has been said of the Russian challenge with over 400;000 dwt of 
general cargo tonnage for delivery by 1978, and a policy of competition 
which is by Western commercial standards, uneconomical. The Russian fleet 
is included in the projections I have made previously - which perhaps 
enables the USSR threat to be viewed in a wider perspective. Nevertheless, 
the Russian fleet expansion in all sectors must be another adverse factor 
to be .reckoned with in maintaining the freest practicable trading market 
for world shipping in the 1980's. 

Early in my talk, I confessed to a personal prejudice in favour of the 
11 enthusiastic" as opposed to the "sane" form of divination. The success 
of Greek shipping has not been founded on statistical analysis but on the 
intuitive flair of Greek shipowners. There is no substitute for that. It 
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was this same recognition of the vital role for psychic judgement which 
brought the Spartans to Delphi. There they would wait on the Pythia, while 
she chewed the leaves of the saqred laur~l, drank from a prophe~ic stream, 
~nd then, seated on a tripod and entering _an estatic trance, would diyine, 
albeit obliquely, the_solution of their policy problem. 

If the time given to this talk had been better spent at Delphi, nevertheless 
I hope I may have given some broad indicative forecasts of the tr.ends and 
opportunities for· Greek shipping in the 1980's. Perhaps I,have kneaded a 
little the dough in which the yeast of Greek ship-owning intuition can be 
proftably mixed. 
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NE!10RANDUM 
ON THE FOHj\J AND EFFECTIVENESS OI'' EEC AC'l'ICN IN SOLVING 

THE CYPRUS PROBLEM 

1. EEC Involveroent in the Solution of the Cyprus Problem •. 

It is hereby proposed that the EEC should undertake a more.positive role 

on the Cyprus problem.The EEC is obliged to take an initiative in this case becau-

se this. problem concerns three European countries associated "i th the Community, 

Greece is an associate ·member by the Athens Agreement (July 9, 1961); Turkey beca-

me an asoociatG member by the Ankara Agreement (September 12, 1963); GyJJrus and 

the EEC signed an Association Agreement on· December 19, 1972 (first sbge); (this 

first stage is to expire on J1me 30, 1977; hov1ever, eighteen months before this 

date, negotia.ticns !'or the second stac,>e may begin). 

Thus the F..EC has a nat11ral interest to take ini tie.tives in solving a 

problem concerning three associate members, which, presumabily, >dll become full 

members in about five or ten years. However, given the fact that the United Nati-

ons has already undertaken a negotinting role in the solution of the G-,rprus prob-

lem· through interco~unal talks, it is assumed that the gsc will place its servi-

ces at the disposal of that organization. This parallel action by the EEC should 

be very discrete and should take the form of good offices to the Secretary Gene-

ral of the United Nations. Ho11ever, the EEC may act independently in this case> 

bf.J,_ts. actions are in accordance ;d th the U,N, Resolutions on Cynru.:o.. 

The EEC may z.ct on the Cyprus question in tv;o complementary ways 

a. by establishj_ng an ad hoc Political Cornmi ttee ~1hich will offer plans, sugges-

tions etc. to the Secretary General and to the countries concerned; 

b, through official statements by the Council of Ministers ;;hich ;rl.ll indicate 

the Commwri ty 1 s attitudes to;rards the parties concerned and their respective 

, ·I • 

- - .--- -:---,~--- - ------·--- . -:--·-...---- -,,,... ___ ,. 
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·proposals. 

The EEC should emphasize action and initiatives.in the econcmic and po­

litical !lpheres, areas in which it can exercise considerable influence. 

2. The Guiding Principles of EEC Action in the Solution of the Cyprus Problem. 

Any plan or suggestion supported. by the EEC should conform ~ri th the fol­

lowing fundamental principles of the Treaty of Rome, which is binding la;-1 for all 

members (full or associate) of the EEC. 

(a) the principle. of free movement of ®od.,t, established in articles 9-:-37, and 

(b) the Zree movernent of per8ons. services and capi t~l, established in articles 

48-73; in this respect it is important to mention the principle of the right 

of establishment (articles 52 and 53) which is instrumental in any plan for 

the solution of the Cyprus p.t'oblem. 

The above principles are very important in any future settlement of the 

Cyprus proble!ll according to the underlying philooophy of the EUropean Community. 

This philosophy is expresed clearly in the preamble of the Treaty of Rome, >rhich 

refers to the following conditions Bnd objectives, which Member States are expec­

ted to meet 1 

(a) to ensure "• •• an evtJr closer union among the European peoples "• 

(b) "· •• to ensure the econodc and social pro(,Tess of their countries by common 

action in eliminating the barriers which divide Europe "• 

(c) 11 to direct their efforts to tbe essential purpose of constantly improving 

the living and ~rorking conditions cf thej.r peoples "• 

(d) "••• to strengthen t.ne unity of their econorries end to ensure their harmor.i­

ov.s development by reducing the differences existing between the Yarious re-

. I . · 
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gions and by mi tiga tine; the backwardness of );he less favoured", 

(e) • ... to confirm the solidD.ri ty >~hich binds Europe and overseas countries," and 

11 to ensure the development of their prosperity, in accordance Hi th the princi­

ples of the Charter of the Uni tE>d Nations", 

(f) " .. ,to strenc;then the safeguards of peace and liberty by estttblishing this com­

bination of resources, and calling upcn the other pE>oples of EuropE> who share 

their ideal to join in their efforts". 

In view of the above principles, >rhich are extremely relevant for the Cy­

prus question, the two fundamental conditions set fon1ard by the govern.'Tient of Cy­

prus, thst is, 

(a) any settlement of _the Cyprus problem should recCJgnize the territorial integri­

~J, the independence and the un.i ty of Cyprus, and 

(b) ell refugees should return to their homes, 

should be the cornerstones of any future settlement, 

The respect of the above principles >~ill ensure the un.i ty of Cyprus as 

a viable economic entity. The island of Cyprus is very small and it cannot afford 

to be divided in t1;o small and non-viable state~. The arbi tra~y division of th~ i.s­

land into two regions, one predominantly agricultural in the north and the other 

predominantly industrial in. the south,1dll destroy the eeonomic interdopcnC:ence of 

the island and will lead it to t,>Tadual decay. The implementation of the principles 

of the Treaty of Rome in solving the Cypriot problem will ensure the island's long-

. run viability >~ithin the EEC. Under these conditions i.t is obvious that }?oth_~­

'nities will benefit from such a s£Jt!;_1ement, 

u the Cypnw proble"' is going to be sol·ted on the basis of the above prin­

ciples, the EEC as a "hole should be orr' of the guarantor po;,ers along ;,i th the mem-

. I ' 

'~-----~--------- ''";" .. -;. ·:-~-_,,_ ,. __ _ 



I 
·· ..• . ---··----- ___ .., __________ ; ______ ----~~--~--~-~......;.._.;....;_; _ __._ ____ ~----:....~,_ __ . .........:~.~~ ____ .:.. _________________ ~i.,~;:._L 

4 

bers of the Security Council and other concerned states. 

3. Tuo Effective Neans to Implement a Settkment of the Cyprue. Problem according to 

the Principles of the Treaty of Rome. 

It is obvious from Turldsh attitude in the recent negotiations under the 

chairmanship or the Secret"ry General, that they{a) vmnt to impose a solution on 

Cyprus >~lrich is contrary to the principles of the Treaty of Ro;;;e, or (b) to main-

tain the existing status quo on the island, a situation which is a. flagrant viola-

tion of the principles of ·the Treaty of Rome. 

\fe think that the Ei;c, more than any other n•ember of the internatio!2& 

comn:uni ty,is in a position to impose a settlement of the Cyprus problem which will 

be beneficial for both communi ties. Since the Ttlrkish side is the one which is re-

luct~..nt to settle the problem}the EEC has the follo;;ing t>ro courses of action 

wtrich are ;d. thin the scope of permitted sanctions or political pressure against 

a state which violates the principles of international (arti in this case, Common 

ME..rke t) law 1 

1. The EEC fl'ight • freeze " the existing Treaty of Association , . .,i th Turkey 'ill.-

til that country ;Ti thdrawa all of its occupation forces from ~yprus. The 

freezing of the Association Treaty l<ith Turkey >Till be a very effective measure 

of exorcizing prea,mre because under this Treaty, Turkey enjoyc very significant 

advantages such as n number of .ta:riff concessions on its main exports which are 

nacessary.for the development of the Turkish economy. In addition, Turkey ha.s 

· drawn approximately 400 million dollars in loans l>y signing various financ:i.a•l 

protocols ru1d from the Europeru1 Investment BankA The loss of these economic ad-

vantages and the political isolation of Turkey may lead her to reconsider serious-

ly her present policy on Cyprus. 

. I . 
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It' should be notsd that the freezing of the Treaty of Association 1<i th 

a member by the EEC is not a rarely taken action, It is konwn that the EEC has 

already used this means of persuasion against the Greek dic·tatorship by freezing 

its Treaty of Association for seven year:J.The effectiveness of such a precedent 

should lead the EEC to use it again to enforce the compliance of Turkey to the. 

principles of the TreatY of Rome. 
, hov.JEYl;.rer, 

It should be noted/that the measure of 11 freezing " the Association Ag-

reement with Turkey compared with the alternative measure of the expulsion of Tur-

key from the b'EC ->rhich should not be used- is not a very strong one if used in 

isolHtion. 

2. Concurrently vd th the freezing of the Association Agreement 1<i th '[urkey, ·the 

~i6h . 
. EEC may use another mecasure/~<ill be extremely persuasive in forcing that country · 

to recognize the territorial integrity and the independence of Cyprus, This 1·1ill 

happen if the EEC starts irmnediatelv· ner.vtiatint> ;ri th the official governnent of 

Cyprus on her admission as a full m8mber to th<> EEC. As is stipulated in the· As-

sociation At:..xeement Hi th Cyprus, negotiations for the second stc:J.ge of the associ-

ation may begin on· January 1 0 1976. This presents an oo,JOrtani ty: for Degotiations 

'·" for admi ttence of Cyorus as a full member. This will force the aeparatist Turkish-

Cypriots to join >d. th the. government of Cyprus and take part in the nc(lOtiations. 

Obviously, this •rill discourage any further efforts on their part to establish a 

non-viable separate " state ". Turkey tlill also be discouraged from supporting 

Turkish-Cypriot separatist actions. If C}lprus becomes a full member of EEC nou, 

this Fill certainly confirm her status a·s a sovereign state. 

It should be mentioned that the high per capita incorr.e, Hhich had been 

achieved in Cyprus before the in11asion, entitled that country to become a full 

. I . 
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. I/ 
member of the EEC • 

Both .the above measures, though not employing force, can be very effec-

tive in persuading Turkey to change her present policy on Cyprus. It ,should be 

stressed that these two measures can be taken independently or in coordination 

with current U.N. efforts on the Cyprus question. 

4. .Conclusions. 

In this memorandum we have proposed tt;o complementary courses of action 

which the ESC may take to help the negotiations on Cyprus out of the illlf.asse into 

t1hich they have b.een led by Turkish intransigence, and towards a. fair and perma-

nent settlement 

1. To establish an' ad hoc Political Committee which will study the situation 

and offer proposals. 

2. To release official statements of the Cour,cil of Vdnisters stating the Com-

muni ty' s stand on the .different issues arising out of the negotiations. 

Two concurrent measures may be taken by the EEC to enforce 'l'urkish cam-

pliance to the principles of the Treaty of Rome : 

1. The freezing of the Treaty of Association with Turkey until that country with-

draws all of its occupation forces from Cyprus. 

2. The beginning of nemtiations ;;i th the official government of Cyprus for th~ 

admittance of the inland as a full membc"r t6 the Con;"'u:ri t:,.;. 

It has. been sue&;ested thut action by the EEC 'dill be effective in persu-

ading Turkey to alter its policy to-,mrds Cyprus for several reasons : 

1. The per capita incon;e of Cyprus before the invasion >~as three times higher than 
that of Turkey. 

. I ; 
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~. That the EEC posesses bargaining clout >~here the Turkish economic interests 

are concerned. 

2. The Turks are not in a strong bargaining position vis-a-vis the EEC as they 

are >lith the United States because in the former case strategic interests a-

re not at stake. 

1_ - > 

~;.; . .:..,,~ 

). The form of EEC action which we suggest is non-violent and threrfore accepta-

ble to the international comu<uni ty. 

4. EEC pressure mey be used as a face-saving device by imy Turkish government 

to silence extremist elements which w.ay want to follou a hard line which 1-Jill 

eventually lead to armed conflict. 

The measures suggested here should be decided and acted upon swiftly be.:. 

cause this is a matter of great urgency. The Cyprus problem must bs put soon into 

the road o£ fruitful negotiations before extermists take the situation. into their 

hands. 

There are forceful argwnents for Community action in this case : 

~) Ethicol-constitutional The ESC is charged to act by the commonly ratified 

principles of the T:reaty of Rome regarding the laws governing interstate re-

lations cf member countriE's. 

2) Jurisdictional 1 The EEC can be considered both a functional, a forum and a 

regional organization. This latter characterization automatically gives it 
,. 

a aey in matters affecting ·states >rhich are mer.1bers of the region, 

3) Econordc 1 Should the Cyprus problem be left unattended, the deterioration of 

the Cypriot econoc1y as ;roll as the partial or complete destruction of the 

Greek and Turkish economics foll01d.ng an ou tbreuk of arcied conflict between 

these tt~o countries, llill adversely affect the observance of the Trea.ties of 

. I . 
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in their association with the Community, 

4) Political I Active involvement in. the Cyprus problem is an opportunity for the 

gEe to assume a leading role in the settlement of the problems of the region 

(which up to no>~ have been left to extra-ret,>i.onal po>rers) and to promote the 

unification of Europe. Noreover, 1 t will demonstrate to the ~<orld the determine-

tion Emd the ability of Europeans to COJle t-~i th their own problems; 

·--- ---:~- ·--: ----::-----·- --
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