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A nation's foreign policy is often subject to change.

This change may occur in its relations with other nation-

states or with international organizations such as the

European Economic Community (E.E.C.).

Greece became a full E.E.C. member in January, 1980,

when the conservative Nea Democratia was in power. The Nea

Democratia, both in government from 1974 to 1981 and in

opposition since 1981, has been consistent in its support

for the E.E.C.; in contrast, the Panhellenic Socialist

Movement (PASOK) has not.

PASOK, in opposition from 1974 to 1 981 , was against

Greek membership in the European communities. PASOK, in its

first term in office from 1981 to 1985, reversed itself on

the issue. During this period, PASOK made no effort to

withdraw Greece from the E.E.C.

This study examines PASOK's reversal of policy. Two

domestic factors are examined in detail: the general

economic difficulties of Greece during PASOK's first term,

and the role of the powerful agrarian interests.
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CHAPTER I

INTRODUCTION

Foreign policies of states are formulated to set

goals, express ideology, and above all, to serve the

national interests. On occasion, foreign policy is

reversed to the point where the new position is the exact

opposite of the original. Change in foreign policy does

not come about easily. Many constraints, both domestic and

external, are responsible for the 180 degree turn. Reasons

for a change in foreign policy orientation are sought by

research scholars in order to discover the deeper meaning

of a government action. The change of position on

relations between Greece and the European Economic

Community (E.E.C.) by the ruling party of Greece, the

Panhellenic Socialist Movement,1 is a relevant case study.

Between 1974 and 1981, PASOK was an opposition party.

As such, it opposed all links between Greece and the E.E.C.

Between 1981 and 1985, PASOK served its first term as a

party of government. During this period it abandoned its

opposition to Greek membership in the E.E.C.

1 Panellinio Socialistiko Kinima or Panhellenic
Socialist Movement (PASOK) is the democratic socialist
party founded on September 3, 1974, by Andreas Papandreou,
an economics professor who was educated in the United
States.

1
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What were the reasons behind PASOK's change of policy

vis-a-vis the E.E.C.? This study seeks to examine two

domestic constraints as causes for PASOK's change in the

E.E.C. policy. The larger context of the economic crisis

and the role of the agricultural interests constitute the

main focus of this research.

The historical-descriptive method is utilized to deal

with the two domestic factors mentioned previously. High

inflation, unemployment, and large deficits combined with

the agrarian sector's benefits from the E.E.C. resulted in

more realistic policies by the PASOK government. Faced

with a host of difficult problems, the socialist government

changed its E.E.C. policy.

The Problem

On July 9, 1961, Greece became associated with the

E.E.C. under the terms of an agreement ratified on November

1, 1962, by the parliaments of Greece and the other six

member states. Under the terms of this agreement, Greece

was given a twenty-two year transitional period (1963-1983)

to reach full membership. This period of transition was

deemed necessary because of the backward nature of the

Greek economy. By the end of this period, Greece should

have adjusted to other E.E.C. members on the economic

front. Within the transitional period, tariffs were to be

eliminated gradually; Greek workers were to move freely



3

within E.E.C. nations, and Greek products were eventually

to fall within E.E.C. rules and regulations.

This orderly progression from associate to full member

was suddenly interrupted when, on April 21, 1967, the Greek

armed forces staged a bloodless coup and gained control of

the government. Military rule lasted for seven years until

July, 1974. This period was one of inaction for Greek-

E.E.C. relations. The E.E.C. made the 1962 treaty inactive

principally because of the poor human rights record of the

military regime. Despite the fact that trade continued

between Greece and the E.E.C., full membership was out of

the question.

In July, 1974, Turkey invaded and occupied 40 percent

of Cyprus. This action constituted a response to a Greek-

Cypriot coup d'etat a few days earlier. The Greek-Cypriot

defenses failed to stop the invasion; consequently, the

disaster reflected on the military regime in Athens and led

to its collapse.

Democracy was restored under the charismatic leader

Constantine Karamanlis.2 Karamanlis formed the Nea

Democratia (New Democracy or N.D.)3 party which ruled the

2 Constantine Karamanlis, a conservative premier (1955-
1963) was exiled during the dictatorship and was invited
back by the military regime to solve the Cyprus crisis and
restore democracy.

3Nea Democratia was a party of the center-right. It
was pro-American and, above all, pro-E.E.C.
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nation from July, 1974 to October, 1981. New Democracy

undertook negotiations with the E.E.C. aiming for Greece's

accession to full membership. These efforts resulted in

full membership for Greece effective January 1, 1980.

During the period from 1975 to 1980, Spain and Portugal

came out from under their dictatorships and were also

approaching the E.E.C. Their full membership status was

not granted until January, 1986.

In Greece, New Democracy lost the October 18, 1 981 ,

elections to PASOK. During the period under study

(October, 1981 through June, 1985), New Democracy continued

to support Greek membership in the E.E.C. As an opposition

party, it urged the PASOK government to take full advantage

of the E.E.C. connection. While New Democracy's position

of the E.E.C. remained virtually unchanged, the position of

PASOK did change.

Pasok, as an opposition party, had stood against Greek

membership in the E.E.C. When it became the majority party

in October, 1981, PASOK did not even hint at withdrawal

from the E.E.C. Criticism of certain aspects of E.E.C.

policy was. voiced; special treatment for Greece was

requested. However, on the key issue of Greek membership,

PASOK remained silent.

This apprehensive policy toward the European Economic

Community is what this study investigated. What factors
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forced this metamorphosis? Two domestic constraints have

been singled out: (1) the economic crisis and its effects

on PASOK's decision makers and (2) the power of the agri-

cultural sector, the key beneficiary of E.E.C. membership.

To understand the shift in PASOK' s view of the E.E.C.,

PASOK, the key actor in this study, was examined. Thus,

Chapter II deals exclusively with the Panhellenic Socialist

Movement. The prevailing political atmosphere in which

PASOK was born, its early policy statements, its

differentiation when it entered the government, its

factions, its ideology, and its electoral strategy are

discussed.

Chapter III examines the economic crisis and its

impact on the socialist government. Chapter IV examines

the agricultural sector of Greece in terms of her

relationship with the E.E.C. as well as the costs and

benefits as a result of Greek accession and of PASOK's

policy in the period under examination. Did PASOK need the

farmers' support to win re-election? How did PASOK's

E.E.C. policy attempt to gain their trust? Chapter V

presents answers to the questions that have been asked and

a projection for the future.

Survey of the Literature

Most studies of Greece-E.E.C. relations address the

period prior to the one chosen for this study, which is
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October, 1981, through June, 1985. Consequently, these

works speculate about developments if Greece were to join

the E.E.C. These are English language sources which deal

with the Greek-E.E.C. connection indirectly. Some books

present discussions on Greek-E.E.C. relations in the

context of the enlargement of the E.E.C. to include Spain

and Portugal. Other books present discussions on Greece in

general and only make reference to the E.E.C. This author

could find nothing published on the relations between

Greece and the E.E.C. during PASOK's first term of office

(1981-1985). Therefore, the author relied on newspapers

and periodicals, both in the Greek language and in the

English language. The Greek language sources tend to be

highly partisan. Newspapers, periodicals, and books adhere

to a point of view making objectivity difficult.

In the English language sources, most dissertations,

books, and articles focus on such topics as the Civil War

of 1944-1949, the coup d'etat of 1967, the Cyprus crisis of

1974, and on charismatic leaders such as Karamanlis and

Papandreou. The more exciting aspects of Greek politics

seem to have been emphasized, and the day-to-day bread and

butter issues seem to have been neglected. There has been

a lack of research on domestic politics. Those works which

do exist omit the agrarian sector as a key interest group.

One author gives an excellent insight into the labor
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movement and the armed forces, but he omits a large and

important political-economic group--the farmers.4

English language books were utilized in this study.

Articles were useful for generalizations and the concluding

chapter. However, the articles, e.g., from The New York

Times, Forbes, and Europe, do not delve beyond the surface

of Greek-E.E.C. relations. The most useful English

language sources proved to be Transdex, Foreign Broadcast

Information Service (FBIS), Congressional Information

Service (CIS), American Statistics Information (ASI), and

Index to International Public Opinion. The Athens News

Agency's (ANA) Transdex was especially useful due to its

supply of Greek newspaper articles. The other services

helped by providing statistical information.

Relevant Conceptualization

Scholars have always been interested in the reasons

behind the formulation and implementation of foreign

policy. Their objectives have often been the formulation

of a theory. The theory would be a useful tool in helping

scholars and others understand why nations act the way they

do. Sometimes, domestic factors or constraints are

responsible for a nation's foreign policy behavior. In

4 Nikolaos Stavrou, "Pressure Groups in the Greek
Political Setting," unpublished doctoral dissertation,
George Washington University, Washington, D.C., 1970.
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other instances, external factors play a part. A

combination of both external and domestic constraints is

often the case.

McGowan states that a nation's foreign policy behavior

is a result of environmental pressures. Nation-states are

forced to "adapt" within the environment in order to

survive. In his approach, McGowan identifies the following

factors or "essential structures" in foreign policy making:

polity, economy, social structure, and physical base. Once

the factors have been identified, McGowan defines four

types of foreign policy in light of the degree to which the

factors influence the policy type.

McGowan concludes that these factors contribute to

shaping foreign policy: external change, structural

change, and leadership. Then he lists the types of foreign

policies (Appendix C, Table I).5

One variable introduced by Maurice East is the size of

a nation. East cautions readers about depending heavily on

the definitions and classifications he provides, especially

the size of a nation. He states that the size of a nation

can be a difficult variable with which to work. East

defines a small nation as one with small land area, small

5 Patrick McGowan, "Adaptive Foreign Policy Behavior:
An Empirical Approach," Foreign Policies, Theories,
Findings, and Methods, edited by James N. Rosenau (New
York, 1974), p. 46.
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total population, small total Gross National Product

(G.N.P.) and low level of military capabilities.6 Nation-

states whether big, small, or anything in the middle can

only be viewed in the context of their position vis-'a-vis

other nation-states. An industrialized state may be

powerful economically, but if it is located near a

superpower, its ability to conduct an independent foreign

policy will be hampered.

In addition to size, Russett and Starr point out two

other aspects of a nation-state, namely, economic

development and the nature of the political system. The

latter indicates whether the system is "open" or "closed."7

Scholars writing in the early post war era limited

themselves to simply listing and defining the elements and

factors that contribute to foreign policy making. Rosenau

and others differentiate themselves from these authors by

claiming that the most important among the factors must be

identified, and, once identified, they must be studied as

they relate to prevailing conditions. Rosenau then

classifies the independent variable of foreign policy into

five categories:

6 Maurice East, "Size and Foreign Policy Behavior: A
Test of Two Models," World Politics, V (July, 1973), 557.

7 Bruce Russett and Harvey Starr, World Politics (New
York, 1985), pp. 195-196.
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1. Idio-syncratic (having to do with the
decision maker's characteristics,

2. Role (of the decision makers),
3. Governmental,
4. Societal, and
5. Systemic influences (outside influences).8

In examining the small nation-state of Greece, one

should be very careful in selecting Rosenau's variables.

East's definition of a small state is applicable to Greece.

Greece's area is one-fifth that of the State of Texas; the

population is nine million; the her G.N.P. is small, and

the military capabilities are very limited.

This study focuses on domestic factors as having an

impact on a state's foreign policy. Nevertheless, domestic

constraints may be viewed in the context of the

international system.

The concept of interdependence9 denotes that nations

coexist in an interstate system in which no single member

can be unaffected by the policies of other nation-states or

groups of states such as the European Economic Community.

Technological and other changes have brought about a degree

of interdependence to the world.

8 James N. Rosenau, The Study of Political Adaptation
(New York, Francis Pinter Ltd., 1981), p. 81.

9G. L. Goodwin, "Theories of International Relations:
The Normative and Policy Dimensions," Approaches and Theory
in International Relations, edited by Trevor Taylor (New
York, Longman, 1980), pp. 292-294.
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Dependency1 0 theory denotes that there are

transnational linkages affecting all nations regardless of

the degree of economic development. The linkages may exist

between governments but also with non-governmental actors

such as multinational companies and others.

The nation-state is greatly affected by others, and at

the same time it seeks more and more independence--

political and otherwise. Thus, the nation-state remains a

key actor in the international system even though its

domestic interactions are influenced by the external

environment.

Foreign policy emerging from Athens can place the

country in the "dependency puzzle" category. Greece

depends on the United States for 90 percent of her weapons.

Economically, she depends on both the United States and the

E.E.C. The PASOK government has sought some "verbal

independence" from the West thus tending to make the

country more of a "genuine puzzle" while in reality it

remains in the West.11 Greece's geographic proximity to

1 0 Tony Thorndike, "The Revolutionary Approach: The
Marxist Perspective," Approaches and Theory in
International Relations, edited by Trevor Taylor, New York,
Longman, 1980, pp. 86-88.

1 1 During its first term of office (1981-1985), PASOK,
followed a dubious course on foreign policy. PASOK
criticized the United States and NATO while leaning to the
Soviet side on such issues as Poland, Afghanistan, and arms
control. In practical terms, PASOK signed new agreements
with the United States on various economic and military
matters.
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the U.S.S.R. has not made her a "dependency puzzle" toward

Moscow. On the contrary, in relation to the Soviet Union,

Greece is an "autonomy puzzle." Since the principal

decision-maker, Papandreou, is a key factor in Athens,

Rosenau's idio-syncratic category could apply. This case

study focuses on domestic constraints--not decision-makers.

Therefore, the governmental and societal categories may

apply.

Summary

The problem evolves around the change of policy by

PASOK toward the European Economic Community. When it was

an opposition party, PASOK was against Greece's membership

in the E.E.C. When PASOK came into power, PASOK supported

membership in the E.E.C. In attempting to explain this

foreign policy behavior, McGowan provides some model and

discusses "size" of a nation as a variable. Both Greek

language and English language books, articles, and

documents have been utilized as sources for this study.



CHAPTER II

THE PANHELLENIC SOCIALIST MOVEMENT (PASOK)

Historically, the political spectrum in Greece has

involved the Right, the Center, and the Left. The Right

corresponds to the liberal wing of the United States'

Republican Party. The Right supports close ties to NATO,

the E.E.C., and the United States. The Right supports a

mixed economy with emphasis on free enterprise capitalism

and calls for a limited welfare state serving only the very

poor.

The Left is composed of the pro-Soviet Communists,

Eurocommunists, and independent Leftists. The Left agrees

on opposition to NATO and the United States, the vision of

a "socialist" economy, and an egalitarian society.

Nevertheless, the Left disagrees on how this socialist

system will come about and disagrees on the E.E.C. The

pro-Soviet Kumunistiko Komma Ellathas (K.K.E.) opposes the

E.E.C. and urges close ties to Comecon.1  The K.K.E.

esoterikou (Eurocommunist) alongside other leftist groups

supports the E.E.C. as well as a peaceful path to

socialism.

1 Comecon (Council for Mutual Economic Assistance) is
somewhat the equivalent to the E.E.C. It includes the
Soviet Union, most eastern European nations, and others.

13
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The Center is a vague and difficult area to define.

Parties of the Center trace their beginnings to the old

Liberal Party2 in the early twentieth century. After World

War II, the Liberal Party was transformed to include

democratic socialists. The overall Center in Greece

corresponds to the liberal wing of the Democratic Party of

the United States. In general, the parties of the Center

stand for a mixed economy with emphasis on government

planning, extensive social welfare programs, and continued

good relations with NATO, the E.E.C., and the United

States.

Between 1961 and 1967, the Center expressed itself

through the Enosi Kendrou (E.K. or Center Union) party

founded by George Papandreou. The Center Union had a right

wing and a left wing. The spokesman for the left wing was

Andreas Papandreou, the son of George Papandreou. The

military government, a result of the coup of April 21,

1967, outlawed the E.K. and all the other parties. On July

20, 1974, the military dictatorship in Athens collapsed.

Events in Cyprus and the specter of a full Greco-Turkish

war had brought about the change. With the restoration of

democracy, the E.K. was legal again. Andreas Papandreou

2 The Liberal Party (Komma Fileleftheron) was founded
by a charismatic leader Eleftherios Venizelos. Venizelos
hoped to reform and modernize Greece in the early twentieth
century. The Liberals of Venizelos were similar to British
Liberals of the same period.
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who had been in exile in the United States returned in

August, 1974, and by September 3, he and his left wing

supporters had broken away from the Center Union and formed

PASOK; thus the E.K. and PASOK were competing with one

another for the middle of the road vote. PASOK emerged as

a radical socialist party unlike any Greece had experienced

before.

The political climate in Greece after the seven-year

dictatorship was suitable for the ideas for which PASOK

stood. Many people, and especially the young, were angry

at the West in general and the United States in particular

for sustaining the Military Regime with recognition and

economic and military aid. The Cyprus crisis of 1974 had

made people even more anti-West. The events surrounding

Cyprus and the possibility of a Greco-Turkish war had left

the Greek people with a feeling of disappointment. They

felt that NATO and the United States should have done more

to prevent the Cyprus crisis. Many Greeks believed that

Turkey had been aided directly by the United States in the

Cyprus campaign. Others thought that NATO should have

restrained Turkey militarily. One argument questioned the

usefulness of Greece's membership in NATO if NATO could not

prevent conflict between two member states.

Domestically, the people wanted a maximum amount of

freedom in reaction to the years of dictatorship. They
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also wanted fast progress toward social and economic

change. PASOK's slogan of the early post-dictatorship

years was "bread, education, freedom." The Conservatives

were in power during this period and attempted to respond

to both the domestic and foreign policy desires of the

people. Somehow voters felt that reforms by the Right did

not go far enough. The Center which could have been an

alternative to Right-wing rule was divided, inert, and

conservative. Thus, PASOK, formed in this anti-American

climate, was the closest to popular sentiments during this

period--radical in theory but moderate in practice.

PASOK's task was two-fold. It had to differentiate

itself sharply from the Conservatives and the Centrists,

and, on the other hand, it had to be different from the

Communists. Communism was even viewed with suspicion by

young professionals interested in Marxism. Because of the

Civil War,3 the only way to position the new party was

between Communism and everything else.

In foreign policy, PASOK called for a neutral Greece

and promised withdrawal from both NATO and the E.E.C. U.S.

bases on Greek soil would have to close. Reasons for this

3 The Greek Civil War of 1944-1949 was conducted
between the Communists on one side and a coalition of
Conservatives, Liberals, and Socialists on the other.
After the Communists' defeat in August, 1949, a climate of
anti-communism, which persists to this day, swept the
country.
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opposition were many, but all centered around the Greek

view that NATO and the United States had responsibility for

sustaining the Junta and for being unable or unwilling to

prevent the Cyprus invasion. According to Andreas

Papandreou, Greece should withdraw from western

institutions because her interests were not being served.

The allies were not all they claimed to be since they could

not protect the nation's vital interests vis-a-vis Turkey.

The National Unity government under Constantine Karamanlis

took some policy measures which expressed the sentiments of

the people. Greece withdrew from NATO's military wing, and

the U.S. Sixth Fleet lost its right to dock in Greek ports.

In domestic policy, the Socialists were taking a

radical approach, calling for the nationalization of most

of the means of production. The new "socialized" economy

would help sustain an extensive social welfare system.

This system would provide free medical care, free

education, housing for the poor, and high pensions for the

old. The multinational companies would have to withdraw

from Greece. Thus, PASOK envisioned a neutral Greece with

a planned economy and a generous welfare state.

The radical approach of 1974 failed to win votes for

PASOK. In its first electoral test, PASOK succeeded in

getting only 13 percent of the vote. It finished a

distant third, trailing far behind the Enosi Kendrou
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(Center Union) Party.4 This 1974 disaster forced PASOK to

change its tactics. Marxism and Socialism were toned down,

and the overall approach seemed to become more moderate.

Nevertheless, on fundamental issues such as Greece and

NATO, Greece and the E.E.C., and Greece and U.S. bases,

PASOK retained its radical position.

In the second electoral test in November, 1977, PASOK

succeeded in doubling its vote and replaced the Enosi

Kendrou Party as the second largest parliamentary group.

This 1977 success led PASOK to become even more moderate in

the period from 1977 to 1981. The new policies called for

a referendum on the E.E.C. question and for Greek control

over U.S. bases instead of closure. The policy position on

the E.E.C. began a "metamorphosis." In 1974, PASOK had

opposed any dealings with the E.E.C., and it had stood

against anything that could lead to full membership. PASOK

had opposed the E.E.C. because it felt that the developing

economy of Greece was not ready to face the competition

stemming from the more advanced E.E.C. economies.

Papandreou believed that if Greece joined the E.E.C., it

4 The Enosi Kendrou (Center Union) Party was originally
established by Papandreou's father, George, in 1961. Now
under a different leadership, the E.K. fought bitterly
against Andreas Papandreou.
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"would be led inevitably to the undermining of fundamental

branches of the economy."5

This undermining would result in high inflation,

decline in investments, loss of national identity, and

bankruptcies. The agrarian sector would be harmed because

the shape of the countryside would change. The small farms

would be eliminated, and in their place a "farm capitalism"

would emerge, i.e., the E.E.C. competition would drive

small farmers out of business, and there would be a new

class of wealthy landowners.

Industry, agriculture, and the economy as a whole

would suffer as a result of E.E.C. membership. The crisis

would force the government to take austerity measures which

would affect the farmers and workers. To avoid this crisis

PASOK stated that it would remove Greece from the E.E.C. if

it were elected to govern. In addition to the economic

reasons given to support PASOK's opposition to the E.E.C.,

Papandreou frequently criticized the way in which the Nea

Democratia, the ruling party, was handling the

negotiations.

Another criticism was that PASOK sympathized with the

nonaligned movement. PASOK's early radicalism came into

play to establish the philosophical view of the E.E.C.

PASOK claimed that the E.E.C. was a "club" of wealthy

5 Athens Exormisi, April 6, 1980, p. 4.
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capitalist nations. As such, they would condemn Greece to

the periphery of development. Greece would not be able to

industrialize her economy and would be preserved as the

vacation grounds of the wealthy people from the north. In

addition, she would become a source of cheap workers for

the industries of Belgium, France, and West Germany.

As part of its moderating approach, PASOK shifted from

a position of total rejection of the E.E.C. to a position

that withdrawal would depend on the outcome of a referendum

in which the people would decide. This shift was made

public by Papandreou in an April, 1980, interview with a

representative of Exormisi, the party newspaper.

In May, 1981, when Papandreou was interviewed by a

reporter from Ikonomikos Tahythromos,6 he confirmed the

opposition of PASOK to the E.E.C. He was asked if he

thought that any interest groups would benefit from

membership in the E.E.C. Papandreou answered by stating

that all groups would suffer. Farmers, workers, and small-

and middle-sized businesses would all feel the ill effects

of membership.

This vision was radical by Greek standards. For many

years, the two main political alignments, the Right and the

Center, had dominated the political scene. The Center,

similar to the Democratic Party of the United States, had

6Athens Ikonomikos Tahythromos, May, 1981.
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supported reform, not change. It had stood for free

enterprise and for Greek participation in NATO and the

E.E.C. In the past, the Communist Left had been closest to

PASOK's positions. The Communists, however, had become

politically isolated, and their popular support was

limited. PASOK arose to challenge the Right-Center

spectrum that had dominated Greek politics up to that time.

A new party of the non-Communist Left was on the rise.

PASOK went so far as to dismiss both Social Democracy

and Eurocommunism.

Social Democracy was dismissed as "capitalism"
with a polite face. . . . Eurocommunism as a form
of Social Democracy . . . dismissed Soviet style
"state socialism."

The only systems PASOK seemed to approve were some Arab

regimes such as those of Algeria or Syria. Even the Libyan

regime was viewed by Papandreou as a "direct democracy."8

In refusing to be Social Democratic or Communistic, PASOK

was following its own "Third Path" to Socialism. PASOK was

building a new type of Socialism above and beyond what

already existed in the world.

In the 1981 campaign, these new Socialists told the

voters what they expected to hear. They promised change in

the voters' lives. This change would bring higher

7 John Loulis, "Papandreou's Foreign Policy," Foreign
Affairs, LXIII (Winter-Spring, 1984-85), 378.

8Ibid., pp. 378-379.
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pensions, the end of tax fraud, hospitals and better health

care, a clean-up of bureaucracy and corruption, and a new

school system superior to the old.

PASOK utilized the fact that the Right had been in

power for thirty-five years (since the end of World War II)

with very few and short interruptions. Consequently, the

Right was to blame for all the problems facing the country.

As the 1981 elections approached, Papandreou
indicated that he did not intend to remove Greece
from the European Community.9

PASOK made overtures to the joint military chiefs of staff

indicating that Papandreou could work with them as well as

the right-wing governments had in the past. The military

chiefs in Greece were known for their conservative, and

even far-right, views on foreign and domestic policies.

PASOK's gradual transformation from a radical party of

the Left to a moderate party of the Center-Left enabled it

to win the elections on October 18, 1981. The

Conservatives, albeit united, were led by an uninspired

campaigner who could not match Andreas Papandreou either in

rhetoric or promises. Therefore, they failed to win

reelection. PASOK had 48 percent of the vote as a result

of quadrupling its voter support in the seven year period

from 1974 to 1981. Among its members of Parliament (MP's)

was the former leader of the E.K. party which it had

9Loulis, p. 379.
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replaced as the second largest party.1 0 The absorption of

Centrist and dissatisfied rightist voters had given PASOK

the margin of victory. The E.K. had received only .3

percent of the vote and had elected no members of

Parliament. PASOK succeeded in gaining all the Centrist

votes by constantly moving to the Center. A powerful

Centrist wing now existed within PASOK. Their shift of

PASOK did not indicate that the Moderates had become

Socialists. For both emotional and pragmatic reasons, the

Center had shifted its support to PASOK instead of the Nea

Democratia. After all, PASOK's leader, Andreas Papandreou,

was the son of their ex-leader in the E.K. party. To the

family-oriented Greeks, Andreas was the natural successor

to his father.

The Greek voters wanted to punish the West and the

United States, in particular, for failing to support Greece

vis-a-vis Turkey. They felt that Greece would improve her

bargaining position in dealing with Turkey with PASOK in

power. In voting for PASOK, the Greeks sought some freedom

from NATO on the issue of the deployment of her armed

forces. With PASOK in power, Greece could deploy more

troops to the east towards Turkey and fewer to the north

towards the Warsaw pact. Overall, PASOK won because voters

wanted change and more independence from the west.

1 0See Figure 3 in Appendix C.
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The three main wings of PASOK as it entered government

in 1981 were the Marxists, the Socialists, and the

Centrists. The Marxists were faithful to PASOK's original

radical ideology of its early years (1974-1977). The

Marxist wing called for withdrawal from the E.E.C., NATO,

and closer collaboration with the Communists. The

Socialists were attracted by west European democratic

socialism which was to the right of the Marxists.

The Centrists had been loyal to Papandreou's father in

the 1960s. They were moderate on socio-economic issues but

conservative on foreign policy. The Centrist group evolved

under the leadership of the speaker of parliament Jannis

Alevras. His influence had done a great deal to force

Papandreou to shift his E.E.C. policy, a shift which had to

occur to avoid a split of PASOK itself. They wanted a

firmer stand vis-a-vis the allies and the E.E.C. Alevras

and his Centrists moved to isolate the Marxist wing and

even allied themselves to the Democratic Socialists. The

Centrists stated that the E.E.C. and NATO must be supported

under certain conditions favoring Greece.

During Andreas Papandreou's first term of office, no

attempt was made to withdraw from NATO or the E.E.C., and

no attempt was made to close the U.S. military bases. As

the government party, PASOK would have withdrawn Greece

from the E.E.C. altogether, initiated the promised
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referendum, or sought a special relationship. All three

options were ignored, as the months and years of the first

term of office (1981 to 1985) passed, PASOK indicated by

its actions that it was transformed into a full E.E.C.

supporter.

To justify the shift1 1 in policy, the Socialists

created new arguments. While the PASOK government was to

keep Greece as a full E.E.C. member, it would attempt to

renegotiate some aspects of the Treaty of Accession (May,

1979). It would struggle from within the community to

maximize benefits for the country. To the critics who

pointed out that there was no difference in the E.E.C.

policy between the Center-Right Nea Democratia government

and the Center-Left PASOK government, Papandreou stated

that the difference existed in PASOK's willingness to reach

favorable terms for Greece.

In line with the newfound policy of a better deal for

Greece, on March 24, 1982, PASOK submitted to the E.E.C.

commission a "Memorandum."1 2 The "Memorandum's" purpose

was twofold. First, it sought to explain to the E.E.C.

that Greece's situation was a special case. Her economy

was not yet developed to the extent of other member states,

1 1 See Appendix A.

1 2 The Memorandum is explained in detail in Chapter IV
and is included in Appendix A.
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and her agriculture had many structural problems. The

second purpose of the "Memorandum" was to extract the aid

necessary to surpass the structural weaknesses of the Greek

economy.

The "Memorandum" was answered favorably by the E.E.C.

Most of the demands put forth by the Greek side were met.

Greece functioned as a normal E.E.C. member, and

representatives attended all the high level and low level

meetings without ever threatening or even hinting

withdrawal.

The Greek presidency of the E.E.C. (July through

December, 1983) transpired while PASOK was in office

without any problems. The six-month turn at presiding over

the high level meetings of the ten member states went so

well that there was nothing to remind anyone of the earlier

opposition of PASOK to the E.E.C. The Greek Foreign

Minister Haralambopoulos assured the members that the Greek

presidency would be objective. He did use the position to

complain about Turkey's continuing presence in Cyprus and

Turkey's threats over the Aegean Islands,1 3 but there were

no developments to even remind the members of Greece's

reputation as a "maverick" state.

1 3 Turkey had repeatedly claimed that her continental
shelf must be expanded by cutting into the Greek
territorial waters. Many people believed that Turkey
intended to expand westward by invading the Aegean Islands.
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By 1983, Andreas Papandreou had succeeded in

positioning his party in the middle. He accused the Right

and the Left of creating polarization and hatred in the

country while he placed "PASOK outside the camp of the

Left."1 4 The Centrist image continued to be projected

until the general election in June, 1985. With the first

term of office completed, Papandreou faced the electorate

without hesitation. He justified his policy shift in terms

of what the voters wanted. According to the PASOK leader,

the voters showed lack of interest concerning NATO and the

E.E.C., and indicated that "they wanted responsible

handling . . . not adventures."1 5 An adventure would mean

withdrawal from the E.E.C. or NATO or both. Two domestic

constraints had also played a role in this metamorphosis:

the economic crisis and the agrarian sector. The moderate

approach paid off as PASOK won reelection.

Summary

Between 1974 and 1981, PASOK was an opposition party.

As such, it was against Greek membership in the E.E.C.

Within this seven-year period of opposition, PASOK modified

its E.E.C. policy somewhat but continued to criticize the

European Communities. Within this same period, PASOK

1 4 "PASOK Reportedly Tries to Project Centrist Image,"
ANDI (Athens), July 8, 1983, pp. 4-5.

1 5 The New York Times, May 28, 1985, p. 5A.
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succeeded in absorbing the entire electoral strength of the

Center Party.

In October, 1981, PASOK won the general elections and

thus became a government party. With a large "Centrist"

wing in its MP group, PASOK attempted to project an image

of a middle of the road party. Its E.E.C. policy shifted

to a position of support for Greek membership in order to

be in line with the overall moderate policy.



CHAPTER III

THE ECONOMY OF GREECE

The years preceding World War II had found Greece in

great economic difficulty. The war with Turkey from 1920

to 1922, coupled with the worldwide Great Depression, had

led to high inflation and bankruptcy. World War II, the

German occupation, and the Civil War from 1944 to 1949 had

delayed Greece's chances for economic development. The

post-war era looked promising as generous American economic

aid for reconstruction and development was being received.

The mid-1950s and the 1960s witnessed rapid economic

growth. Some new industries were created, and both

inflation and unemployment were kept in check. The post-

war successes were coming to an end, mainly because of the

1973 oil embargo crisis. Throughout the mid-1970s and the

early 1980s, the economic crisis persisted. Deficits

soared, and inflation and unemployment both rose steadily.

Millions of dollars and other foreign exchange had left the

country. Occasional general strikes worsened the

situation.

Many factors brought about the economic crisis.

Greece is not a fully industrialized country, nor is

it underdeveloped. Of the land surface, 29 percent

29
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is arable, and the rest consists of dry mountainous

territory. Nearly half of the population derives its

livelihood from agriculture. The country produces wheat,

olives, wine, tobacco, citrus, cotton, sugar, and dairy

products.1

Tourism was developed systematically after the Civil

War ended in 1949. An infrastructure of roads, airports,

and hotels was built to facilitate the tourist trade. This

industry was a key provider of badly needed foreign

currency. In addition, tourism generated employment at

least during the summer months.

Mining is done on a very limited scale, and its

contribution to the overall economy is minimal. Bauxite,

lignite, chromiferous iron, sulfur, chromite, and marble

are some of the materials exploited.

Light industry involves textiles, food processing,

chemicals, cigarettes, paper products, and cement. Some

heavy industry does exist, primarily the result of foreign

investment. One example is the Esso-Pappas2 metallurgical,

petroleum, and chemical complex in Salonica, Greece's

second largest city.

1 The general description of the economy of Greece was
taken from "Greece, The Economy," Encyclopedia Americana,
XIII (Danbury, Connecticut, Grolier Inc., 1984), pp. 366-
370.

2 Tom Pappas, a wealthy Greek-American businessman,
founded this industry.
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Shops, mainly involving ceramics and clothing and

employing an average of four workers, are the norm. These

shops constitute a large, albeit neglected, section of the

economy. The banks, utility companies, transportation as

well as some large industries are owned by the government.

The 1973 oil embargo took its toll on the Greek

economy. Between 1974 and 1982, the conservative Nea

Democratia Party was in power. Even though on the Right,

the N.D. followed a mixed economy policy. According to the

Organization of Economic Cooperation and Development

(OECD),3 the Greek economy performed in a relatively

satisfactory way from 1974 to 1979. The Nea Democratia

Party nationalized banks, transportation, and some heavy

industry. The shift to the left resulted in a reduction in

foreign investment. Deficits began to increase as the

enlarged public sector failed to show a profit. Government

spending increased especially for defense as nearly half of

the annual budget went for armaments. The increased

defense spending was necessary in light of a perceived

Turkish threat.

In this period, the Gross Domestic Product (GDP) grew

by 5 percent, and unemployment remained relatively low.

Among other factors, the expansion of the Organization of

organization for Economic Cooperation and Development
(OECD), "Economic Surveys, Greece, June, 1975," (Paris,
OECD, 1975), pp. 5-10.
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petroleum Exporting Countries (OPEC) markets benefitted

Greek exports of goods and services. Greeks living abroad

provided the country with foreign exchange. This was done

by way of shipping receipts, emigrants' remittances,

capital inflows for acquisition of real estate, and foreign

exchange deposits with Greek banks. Nevertheless, at the

end of 1978, the economic situation began to change.

In late 1978 and in 1979, consumer prices rose very

fast, mainly because of the increase in labor costs. The

pattern of growth was unbalanced, and it was consumer-led.

At the same time, a housing boom distorted resource

allocation. The number of public sector employees

increased rapidly adding to the inefficiency of the

troublesome public sector companies.

The second oil crisis, reported the OECD, combined

with international recession worsened the Greek economic

situation in late 198() and 1981.

These economic problems were aggravated further during

PASOK's first term of office from 1981 to 1985. PASOK's

policies of rapid increases in wages and agricultural

incomes maintained high inflation. Greece was then unable,

reported the OECD, to compete externally despite a drop in

the value of the drachma.4

organization for Economic Cooperation and Development
(OECD), "Economic Surveys, Greece, May, 1982" (Paris, OECD,
1982), pp. 8-18.
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Economic output stagnated and rising unemployment

became a serious politico-economic problem. The increase

in wages did not correspond to higher economic output.

Agricultural incomes, wage earnings, government transfers

to households grew considerably during PASOK's first term

of office. At the same time, fixed investment continued to

decline in real terms. The decline was largely because of

a reduction in residential construction.

Private investment also continued to fall. This was

due, reported the OECD, to uncertain prospects for demand

and output, a marked decrease in profits and a change in

private investment laws favoring the employee and imposing

too many restrictions to the investor-employer.

Overall, the OECD reported,5 there were three basic

factors that contributed to the economic difficulties.

First, the world recession and the effects of E.E.C. entry,

which combined with a sudden deterioration of Greece's

competitiveness abroad, reduced exports, increased imports,

and reduced transfers from abroad to Greece from incomes

generated from abroad. Second, real incomes were affected

by a deterioration of the terms of trade. Third, large

increases in wages and government expenditure by PASOK

favored consumption and increased the costs of enterprises.

organization for Economic Cooperation and Development
(OECD), "Economic Surveys, Greece, January, 1986" (Paris,
OECD, 1986).
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This, in combination with depressed demand, led to a fall

in investment.

The serious deterioration of external competitiveness,

concluded the OECD, had created the economic crisis. The

inability of Greece to compete externally could be found in

the decline of productivity and the fall in industrial

investment. Therefore, a lack of substantial foreign

investment in conjunction with high domestic spending for

social welfare and defense contributed to the crisis.

Defense spending had continued at high levels and social

welfare spending had increased in order for PASOK to

fulfill its electoral promises of social justice.

There were several key aspects of the crisis during

PASOK's first term of office. These included consumer

prices, unemployment, and the monetary policy. Beginning

in 1981, consumer prices on basic goods, services, and

entertainment had risen very fast. The wage earners found

it difficult to keep up with rising inflation. The

government of PASOK created a system of indexation6

(A.T.A.) to help workers make ends meet.

6 PASOK's indexation plan matched wage increases with
rising inflation. Any benefit from this plan was offset by
an increase in taxation. Under the pressures of the
economic crisis, PASOK ended the indexation of wages in the
fall of 1985 causing a wave of general strikes.
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The price of bread7 went up 105 percentage points from

one kilo of bread for twenty-four drachmas in April, 1981,

to fifty-one drachmas per kilo in April, 1985. The price

of meat and poultry followed a similar pattern. Beef rose

from 267 drachmas per kilo in 1981 to 540 drachmas in 1985,

an increase of 100 percent. Accordingly, the price of

pork, lamb, and chicken rose on an average between 90

percent and 100 percent in the same four-year period.

The price of vegetables went up an average of 35

percent to 80 percent during this period while the price of

fruits and alcoholic beverages rose between 60 percent to

90 percent. Services and entertainment also increased.

Bus fair, one ticket, went up by 100 percent. A movie

theater ticked rose from eighty drachmas in 1981 to 150

drachmas in 1985, an increase of 90 percent.

Traditionally, Greece had enjoyed a low unemployment

rate8 as compared to other Mediterranean countries. This

was in spite of the lack of heavy industry because many

impoverished people had sought employment abroad

principally in West Germany, Canada, and the United States.

Secondly, those who had stayed behind worked mostly on

7Figures regarding consumer prices were taken from
Athens Acropolis, May 5, 1985, p. 5. See Appendix C, Table
II.

8 Unemployment figures were taken from Athens Ta Nea,
February 27, 1986, p. 22. See Appendix C, Table III.
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family farms and in shops and thus earned a marginal

living.

However, since 1974, the unemployment rate had gone

up. The greatest increase came during PASOK's first term

of office from 1981 to 1985. In 1984, unemployment was

estimated at 485,000 people. The rate of increase over the

three years from 1981 to 1984 was measured at 227 percent. 9

This was due partly to the bad performance of industry.

Industry had been built mainly on government loans to

businessmen. Some industries had come about as a result of

foreign investment. In the four-year period from 1981 to

1984, the paper industries1 0 of Greece registered losses of

35 percent. Similarly, toy, pen and jewelry factories lost

13 percent in the same period. Non-metallic mining

companies registered the greatest loss of 80 percent or

$3.6 billion. Textile industries registered small losses

compared to other sectors; electronics companies managed to

break even. Only the oil refining and tobacco industries

showed a profit.

Borrowing went up in all sector of Greek industry in

the four year period. Large enterprises employing over 500

workers borrowed 4 percent more than usual. Enterprises

9 Athens Vradyni, April 8, 1985, p. 5.

1 0 Figures on industry were taken from Athens Vradyni,
March 17, 1985, p. 8. See Appendix C., Table IV.
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employing between 100 and 500 workers borrowed 3 percent

more than usual.

The monetary policy was also affected during this four

year period from 1981 to 1985. For twenty years from 1955

to 1975, the exchange rate between the drachma and the

dollar had held steady at thirty drachmas to one dollar. A

slight increase in the price of the dollar occurred between

1975 and 1981. The biggest increase, however, came in the

period from 1981 to 1985. Early in this period, the

drachma had lost 59 percent of its value. By 1985, the

dollar had increased its value by 150 percent.1 1

The public sector deficit increased as fast as the

drachma lost its value. The debt was $58,000,000 in 1978.

In 1982, it rose to $339,000,000, an increase of 600

percent. In order to meet deficit payments, the Greek

government was forced to borrow more and more. In 1978,

borrowing was counted at $88,000,000. In 1982, it was up

500 percent to $400,000,000. In the spring of 1985, Greece

obtained the largest loan in her history, $250,000,000.

This loan was obtained in addition to the year by year

borrowing. In 1985, the Central Bank12 together with the

public sector borrowed $900 billion from abroad. At the

1 1 Figures regarding the drachma-dollar relationship
were taken from Athens Kathimerini, March 3, 1985, p. 5.

1 2 The Central Bank of Greece is the counterpart of the
Federal Reserve Bank of the United States.
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end of 1984, Greece's foreign debt was $28 billion or two

trillion drachmas. 1 3

The economic crisis facing Greece was real. The

deficits were high as were unemployment and inflation by

the end of PASOK's first term of office. Projections for

the future indicated that there was no hope for the

economic situation to improve. Higher inflation,

unemployment, a lower price for the drachma, and larger

deficits were expected.

With this economic crisis, the PASOK government could

not afford to take the country out of the E.E.C.

Membership in the Community could not end the economic

crisis, but it made it somewhat bearable. Many economists

believed that economic aid from the E.E.C. kept Greece from

collapsing financially. The PASOK government was not about

to quit participating in an organization which provided

financial benefits for Greece. 1 4 Every dollar was

essential because it helped the country meet its deficit

payments and provide unemployment payments to the thousands

of jobless workers.

Through the years the Greeks had achieved a high

standard of living. This prosperity had come about due to

remittances from Greeks working abroad, profits from a

1 3 Athens Kathimerini, March 3, 1985, p. 5.

14 Loulis, p. 387.
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locally protected market and cheep government credit.

Industrialization had not come yet to serve as a sound

basis for prosperity. The economic problems that worsened

between 1981 and 1985 had little effect on the standard of

living. The fact that PASOK had to maintain the standard

of living forced it to seek more and more of the financial

aid provided by the E.E.C. The post-war population had not

been prepared for sacrifices in the promise of a better

tomorrow. One of the reasons PASOK had been elected had to

do with its promise to consolidate and even augment the

already existing prosperity. As stated by one observer,

the Greeks

want a western standard of living . . . but
Greece is still a pre-industrial economy. One in
three Greeks still labors in agriculture by far
the highest percentage in Western Europe. 15

If Greece had been an industrialized economy with all

indicators pointing to a strong economy, PASOK could have

followed a different option. It could have sought a

special relationship with the E.E.C.; it could have

withdrawn; or it could have stayed, not out of necessity

but as a result of preference.

PASOK's economic policy, as declared during its years

in opposition, had called for government ownership of the

1 5 Marcia Berss, "Having It Both Ways," Forbes,
November 5, 1984, p. 51.
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means of production. The policy called for worker

participation in decision-making and profit-loss sharing.1 6

The plan of Kinonikopiisi (socialization) was to extend to

all enterprises having fifty or more employees. The

enterprises employing fewer than fifty workers would

function in a free enterprise system. The conservative

government of Nea Democratia which had preceded PASOK had

done some nationalization of the economy despite its free

enterprise declarations, placing some banks, Olympic

Airways, and the bus companies under government control.

PASOK, as the majority party in October, 1981, had to

address the difficult economic problems. These problems

forced PASOK to modify its original plans. For example,

PASOK did not nationalize any industries just for

nationalization's sake. Instead, it sent inspectors to

some companies to uncover alleged fraud and tax evasion.

Some industries were forced to sell 40 percent to 50

percent of their shares to the government. Other

industries which were near collapse were labeled by the

government as problematic and were nationalized in an

effort to save them.

The self-management scheme was tried at Olympic

Airways and at the telephone company (O.T.E.). The

opposition Nea Democratia Party charged that self-

1 6 Athens Ta Nea, February 27, 1986, p. 22.
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management at these two companies did not work because

PASOK packed the ruling councils with its own party cadres,

thus prohibiting the workers from electing a genuine

committee to represent them in management.

In terms of the companies employing fewer than fifty

workers, PASOK created a government agency known as the

National Organization of Middle and Small Enterprises

(E.O.M.M.E.X.). The objective of E.O.M.M.E.X. was to help

small and middle companies achieve their full potential by

providing loans and information on how to start and manage

a business.

On the question of foreign companies operating in

Greece, PASOK changed its position. Most of these

enterprises were allowed to continue functioning despite

electoral promises to close them.

PASOK's economic policy as it shaped up after PASOK

became the government can be characterized as "moderate."

PASOK acknowledged the importance of the private sector and

foreign investment. At the same time, it called for

preservation of the public sector. According to

Papandreou, Greece had three sectors: public, private, and

social.1 7 The public sector eventually transformed itself

17 The social sector included the school system from
kindergarten to university, the health care system composed
of hospitals, doctors, and a government pharmaceutical
factory, and the public housing projects. All these were
under government control. Nevertheless, under PASOk's
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under the dictates of self-management. The private sector

functioned under fair practices of profit making and

taxation. The social sector provided people with more and

more free services.

The economic policy of PASOK, albeit moderate, failed

to reduce inflation or unemployment. Furthermore it failed

to increase productivity and to alleviate the debt crisis.

Support for the private sector, in as much as it was

possible for a party of the Left, did not help any of the

economic problems facing the country. The crisis forced

PASOK to change both its E.E.C. policy and its economic

policy.

Summary

The economy of Greece is neither "underdeveloped" nor

"developed." The "developing" economy is based largely on

agriculture, manufacturing, and tourism. The economic

crisis which began in 1973 deteriorated during PASOK's

first term of office from 1981 to 1985. Inflation,

unemployment, and deficits increased. The drachma lost

most of its value vis-a-vis the U.S. dollar. Borrowing by

the public sector also increased in order to cover the huge

deficits of the public sector industries. The persistent

schemes private elementary and high schools and private
clinics, continued to exist. Furthermore, private practice
was still possible for many doctors.
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economic crisis forced PASOK to modify all its policies in

general and its E.E.C. policy in particular.



CHAPTER IV

THE AGRARIAN SECTOR OF GREECE

The agricultural sector of Greece constitutes an

important part of the Greek polity. Politically, this

sector is important because it constitutes one-third of the

electorate. Two-thirds of the members of Parliament are

elected in predominantly agrarian districts. Conservative

and liberal governments have traditionally supported a land

distribution plan which would result in many small farms

rather than a few large estates.

In the 1950s and 1960s, government parties of the

Center-Right provided subsidies for farm products, created

an infrastructure of roads and irrigation systems, and

established rural clinics which provided free medical care.

The military regime of 1967 through 1974 had programs

designed to enlist the agrarian sector's loyalty. They

excused farmers' debts across the board and implemented an

extensive village electrification, plan. The Center-Right

democratic government of Nea Democratia which succeeded the

military regime in 1974 continued to support the

agriculture by using government intervention to benefit the

agrarian sector.

44
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One result of government efforts was the existence of

many institutions to benefit the farmers. A government

Bank of Agriculture provided farmers with low interest

loans and cheap fertilizers. The Organization of Agrarian

Social Security (O.G.A.), a social security and pension

plan, also was implemented. Private cooperatives existed

to help farmers pull resources together. Most farmers

lived in villages with electricity and running water and

had tractors, pick-up trucks, and other farm tools at their

disposal.

The economic significance of the agrarian sector has

always been as important as its political clout. Greece's

economy has depended on the export of dairy products, wine,

olive oil, fruits, and vegetables since it is not fully

industrialized. In 1980, nearly one-third (30.8%) of the

Greeks were employed in agriculture while 30 percent were

employed by industries and 39.2 percent by services.1

Ideologically, the farmers of Greece have been

conservative. The old coalition, forged by the Royalist

People's Party (Laiko Komma), was an alliance between the

upper class and the farmers. This coalition helped to

maintain the old royalist-conservative structure in power

for a long time. Greek farmers adhered to the traditions

1 Spilios Papaspiliopoulos, "The Last Twenty Years
Industrialization Shows Up in the Greek Economy," Europe
(January-February, 1981), 16.
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which evolved from the Orthodox Church. In general, they

were traditionalist, nationalist, individualist, property

oriented, and conservative. They opposed socialism and

communism. The latter with "its collective bias held

little attraction among the peasantry"2 because farmers

were more interested in keeping and expanding their own

property and they rejected any schemes of collectivization

of their land.

During the Civil War of 1944-1949, the Communist

insurgents had made intensive and diligent efforts to

convert the farmers but they met with little or no success.

The rigid anti-communism of agrarian Greece seemed to tilt

the scales to the democratic side in the late 1940s.

When PASOK organized in 1974, it did not receive any

support from the farmers. The farmers viewed with

hostility PASOK's plan for collectivization of farms. The

declarations favoring land collectivization plus the

conservative character of the villagers worked against

PASOK.3 The Center and Right wing parties labeled PASOK a

leftist party ideologically near the Communists and an

2 Kousoulas George, Modern Greece: Profile of a Nation
(New York, Charles Scribner's Sons, 1974), p. 133.

3Angeles Elephantis, "PASOK and the Election of 1977:
The Rise of the Populist Movement," Greece the Polls, The
National Elections of 1974 and 1977 edited by Howard R.
Penniman (Washington and London, American Enterprise
Institute for Public Policy Research, 1981), pp. 105-126.
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enemy of the farmers. PASOK's strategy involved enlisting

the support of workers, intellectuals, and lower middle

class businessmen who were independent communists or

socialists. When PASOK received only 13 percent of the

vote in 1974 indicating failure, strategy was changed.

PASOK realized that in order to win, it had to enlist

the support of the farmers. PASOK declared that all

farmers were entitled to own their land. This alleviated

the initial fears of the farmers about the intentions of

PASOK. The next appeal was to the landless farmers. PASOK

promised to redistribute to them some of the huge estates

of the monasteries. An effort would be made to stop the

exodus of young people from the countryside and villages to

urban areas, an exodus that had been occurring since 1960.

Another promise made by PASOK involved the abolition of the

middle man in the farmer-market dealings. There would also

be aid for education, medical care in the villages, pension

increases for retired farmers and the construction of many

irrigation and other infrastructure projects.

An issue of major importance in the PASOK-farmer

relationship was Greek membership in the European Economic

Community. PASOK, as an opposition party, had been against

the E.E.C. The E.E.C. was important to the farmers.

Subsidies for products, loans, and other funds for

improving the countryside came from the E.E.C. An abrupt
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withdrawal, in line with PASOK's electoral promise, would

deny farmers their benefits. Furthermore, the farmers

would be forced to seek new markets for their products.

Modification of the radical views and an abandonment

of the collectivization policy paid off. PASOK had to

satisfy the agrarian sector to win election. In its second

electoral test, PASOK doubled its support. A further

modification of policy pronouncements received the strong

support of the voters in the rural districts and led to a

victory in the October, 1981, elections.

On March 24, 1982, the PASOK government submitted to

the Commission of the E.E.C. a "Memorandum."4 Greece would

stay as a full member, and at the same time she would

request "special treatment" from Brussels. This special

treatment indicated that PASOK would fight inside the

E.E.C. to get special privilege especially for agriculture.

The basic objectives of the "Memorandum" were two-

fold. It sought (a) to establish the differences between

the developed economies of the E.E.C. member-states and the

developing Greek economy, and (b) to request a preferential

treatment for Greek products in light of the backwardness

of the Greek economy.

4 The "Memorandum" is included in its entirety in
Appendix A.
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According to the "Memorandum,"5 the developing

economies of the Mediterranean in general and Greece in

particular could not function under the E.E.C. rules and

regulations. In the case of Greece, the economy had some

structural weaknesses. Eighty-five percent of the

industries employed fewer than five persons each. The

country imported 80 percent of its machines. Investment in

the processing industry accounted for only 4 percent of the

GNP.

The agrarian sector, according to the "Memorandum,"

was made up of extremely small holdings. The

infrastructure of the countryside left much to be desired.

Thus, marketing agrarian goods proved difficult.

The country's economy had experienced a severe crisis.

There had been increases in inflation, the trade deficit,

and the public sector deficit. The PASOK government wanted

to deal with these problems by national programming,

modernization, support for agricultural incomes, and aid to

the agrarian cooperative movement. These measures had not

cured the problems; therefore, the E.E.C.'s special

attention was requested. The E.E.C. could help by

providing loans, credits, and by bending the rules and

regulations in dealing with Greek products. The

5 lbid.
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"Memorandum"6 stated that Greece had been mistreated by the

E.E.C. when compared to treatment of the northern member-

states and the Mediterranean members.

Demands for special treatment were made not only for

the countryside but also for the urban Athens area. The

"Memorandum" stated that Athens needed special attention

because of pollution, traffic congestion, lack of planning,

and other problems facing the city. Aid from the E.E.C.

would help to improve the quality of life, to decentralize

industry concentration, and overall to make Athens a more

livable place. The "Memorandum"7 concluded with a reminder

that the agricultural sector was the weakest sector and

needed the most attention.

The demands for special treatment under the

"Memorandum" did not go unnoticed. On March 29, 1983, a

year after the "Memorandum" had been submitted, a favorable

answer came from the E.E.C.8 Under its Integrated

Mediterranean Programs (IMP), the E.E.C. promised to spend

$2.5 billion in Greece from 1985 through 1991.

Additionally, aid was promised to improve the irrigation

and forestry infrastructures, to construct hospitals and

6Ibid.

7lbid.

8 The E.E.C. response to the "Memorandum" is in
Appendix B.
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transportation works, to depollute Athens, and to deal with

other problems. The E.E.C. agreed to give Greece time to

align its economy with the economies of the more advanced

member-states. The E.E.C. wanted to help Greece transform

its economic structures and wanted to speed up her full

integration into the Community.

PASOK's qualified support for the E.E.C. was the

result of most farmers supporting the E.E.C. A survey9

conducted to determine the people's attitude toward the

E.E.C. found support for Greek membership. Forty percent

of the people--all farmers--who resided in villages stated

that Greek membership in the E.E.C. was a good policy.

Eighteen percent of the villagers thought it was a bad

policy, and 27 percent were neutral.1 0

Many of the people who resided in small towns were

involved with agriculture. The survey found that 41

percent of those people supported Greek participation in

the E.E.C., 21 percent rejected participation, and 26

percent were neutral.

9 Survey figures are taken from Index to International
Public Opinion: Western Europe-Greece (Westport,
Connecticut, Greenwood Press, 1980-81), pp. 474-475. See
Appendix C, Table VIII.

1 0 Ibid. See Appendix C, Table IX.
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The survey also questioned the people about which

sector of the economy they felt would benefit most from the

E.E.C. Forty-six percent stated that the E.E.C. membership

would have a good effect on agriculture. Only 24 percent

thought it would have a bad effect. Fifty-two percent of

the people belonging to the Center of the political

spectrum, thus crucial to PASOK, said that the E.E.C. would

have a good effect on agriculture.

The farmers of Greece cannot be studied as an interest

group in the American sense of the word. The 1970s and

early 1980s found them divided more along political lines

and less along type of employment. Considering the

positions of the political parties on the E.E.C. since

1974, a consensus in favor of Greek membership is shown in

the following elaboration.

In the November, 1974, elections, the Nea Democratia

and Enosi Kendrou parties had collectively received 74

percent of the vote. The positions of both parties at the

time were for the E.E.C. In the November, 1977, elections,

the parties supporting the E.E.C. were the Nea Democratia,

the Ethniki Parataxis, the Enosi Kendrou, and the

Neofileleftheri. Collectively, they received 64 percent of

the vote.1 1  In October, 1981, PASOK won the general

1 1Howard R. Penniman, editor, Greece at the Polls, The
National Elections of 1974 and 1977 (Washington and London,
American Enterprise Institute for Public Policy Research,
1981), p. 54.



53

election with 48 percent of the vote.1 2 The 48 percent of

the vote which PASOK received included 20 percent Centrists

who favored the E.E.C. and another 10 percent of the

dissatisfied conservatives who also supported the E.E.C.

The Center, even though it received only one-third of one

percent, did not disappear. Most of the Centrist voters

joined PASOK including the former leader of the Center

party. Some MP's of the Center party also joined PASOK.

The Centrist group which placed itself inside PASOK did not

adopt the anti-E.E.C. policy. Nea Democratia, the longest

advocate of the E.E.C., received 36 percent of the vote in

October, 1981, making the total percentage of voters

favoring the E.E.C. 68 percent. Therefore, PASOK changed

its policy toward the E.E.C.

Another party changing its policy regarding the E.E.C.

was the Eurocommunist (K.K.E. of the Interior). The pro-

Soviet Kumunistiko Komma Ellathas (K.K.E.) was in

opposition to PASOK from 1981 to 1985 and had made diligent

efforts to convince the farmers that the E.E.C. was

contrary to their interests. This change raised the total

percentage of voters favoring the E.E.C. to 90 percent.

When the K.K.E. was opposing membership in the E.E.C.,

it stated that the farmers were not getting all that had

been promised by the Nea Democratia government who had

1 2Athens News Agency, May 26, 1985, p. 5.
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negotiated the full membership. Nea Democratia had

promised the farmers that the vast E.E.C. markets would be

available to them as a result of the abolition tariffs.

Huge profits were supposed to come to the agrarian sector

because prices in the E.E.C. member-states were higher

compared to those inside Greece. Economic aid in the form

of subsidies and loans would come to the farmer. A new era

of prosperity supposedly awaited the Greek farmers because

of E.E.C. membership.1 3

Part of the promises, said the K.K.E., were fulfilled.

Economic aid subsidies had been provided. In 1981, Greece

enjoyed a trade surplus of $6.9 billion with the E.E.C.

However, in 1982, the surplus turned into a trade deficit

of $22 billion. The trade imbalance was followed by a

steady loss of income for the agrarian sector. By 1984,

the loss of income had reached 10 percent.1 4

Greece's self-sufficiency in meats which had been

evident a year before full membership (1980), said the

K.K.E., fell in the years that followed.1 5 In 1980, Greece

13 For a detailed account of what had been promised
to the Greek farmers as a result of membership in the
E.E.C., see Anastasis Papaliguras, I Evropi Ton Deka,
Papazisis (Athens, Estia, 1979).

1 4 Tria Hronia Stin Eok (Athens, Syngroni Epohi, 1984),
p. 32. See Appendix C, Table VI.

1 5 Tria Hronia Stin Eok: Agrotiki Politiki (Athens,
Syngroni Epohi, 1984), p. 52. See Appendix C., Table VII.
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had a 46 percent self-sufficiency in beef, a 102 percent

self-sufficiency in pork, a 103 percent self-sufficiency in

poultry, and a 96 percent self-sufficiency in lambs and

goats.

Fruits and vegetables did not reach the base market of

over 200 million E.E.C. consumers. Greece which does not

border any E.E.C. nations could only ship fruits and

vegetables at a high price. Therefore, when these products

reached the markets, they were overpriced. As a result,

the Greek farmers received a subsidy below the real price

and were forced to "dump" or bury their surplus of fruits

and vegetables.1 6

The farmers preferred the E.E.C. subsidy for their

produce even though it was well below market prices. The

subsidy was a certainty, and it also saved the farmers from

the laborious task of seeking new markets. The criterion

of the Greek farmer was not to seek out the higher profit

but to achieve some security even if it meant some loss of

income.

Wine producers were not any better off than the fruit-

vegetable cultivators. The country, did not get a fair

deal from the E.E.C. The member-states of France and

Italy, key wine producers, made it difficult for Greek

wines to make a profit. The E.E.C.'s solution was to make

1 6Ibid.
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the Greek producers uproot their vineyards. This reduced

output and protectionism made distribution of Greek wine

among the member states very difficult. Some critics had

foreseen the difficulties which would face Greek wine

producers and had warned against E.E.C. membership on these

grounds. 1 7

The K.K.E., despite its sophisticated criticism of the

E.E.C., had failed to convince the farmers that PASOK's

policy was wrong. PASOK had kept the country in the E.E.C.

and had claimed that it was fighting to increase benefits

for Greece. The "Memorandum" and the favorable reply were

proof of the government's efforts. Most farmers knew that

their well being was a result of E.E.C. membership. The

farmers of Greece believed that it was PASOK's "tough

attitude that provided high benefits for the Greek farmer

and they were please with Papandreou's new stand."1 8

Agrarian support for the socialist PASOK government

was strong during the June, 1985, elections. PASOK won the

electoral contest with solid rural area support. As it

modified its position on the E.E.C., PASOK made inroads

into traditionally conservative districts.1 9 Losses for

1 7 Vasilis Constantinou, Ellada-Mesogios (Athens, Nea
Synora, 1978), pp. 99-102.

1 8 The New York Times, May 31, 1985, p. 12A.

1 9 Athens Ta Nea, January 5, 1986, p. 5.
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PASOK were limited to only 1 percent to 2 percent in such

districts between 1981 and 1985, PASOK's first term in

office. In other agrarian districts, PASOK retained its

previous percentage. The conservative Karditsas district

increased PASOK's strength by giving PASOK another percent,

up from 43 percent in 1981 to 44 percent in 1985.

Once more the dubious policy line had worked for

PASOK. Criticism of the E.E.C. had kept the party's Left

wing intact. A de facto support for the communities kept

the Right wing of the party satisfied as well as the

conservative opposition party. The tough approach to get a

favorable deal for Greece went well with the farmers. The

only group not convinced of PASOK's good intentions was the

pro-Soviet K.K.E. However, this party received only 9

percent of the vote in the June, 1985, elections, a loss of

two percentage points compared to the previous election.

PASOK's slogan regarding the E.E.C. had been "Greece

first." This policy combined support for the E.E.C. with a

feeling of nationalism, a nationalism that was felt

strongly by all Greeks and especially by the patriotic

farmers. However, since the reelection of PASOK, farmers

have protested many times against policies. The farmers

have blocked the main highway systems of the country with

tractors, thus isolating Athens, Salonica, and other big

cities. They have demanded a new, more open policy for
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cooperatives and more benefits from the E.E.C. The crisis

of March 9-11, 1986, had come to a head as demonstrations

turned violent. The opposition Nea Democratia Party had

supported the demonstrations, had accused the government of

persecuting the farmers and of refusing to negotiate their

grievances.2 0

Summary

The agrarian sector of Greece constitutes one-third of

the population. All governments in the past have

accommodated the farmers' demands because of their

importance as a voting block. The E.E.C. has provided the

agrarian sector of Greece with loans and subsidies

resulting in prosperity for the countryside. PASOK was

determined to capture and maintain agrarian support at the

polls and, therefore, was forced to abandon its initial

opposition to the E.E.C. Under its new policy, PASOK

claimed to be struggling within the E.E.C. to maximize

benefits for Greek agriculture. PASOK's change of policy

resulted in a consensus by all parties favoring the E.E.C.

with the exception of the pro-Soviet K.K.E.

2 0 Athens Ta Nea, March 12, 1986, p. 3.
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CONCLUSION

McGowan has stated that four factors or structures are

essential for a nation's survival: "Polity, economy,

society, and physical base." 1  This study has focused on

two of McGowan's four structures: society and economy.

The interest of the large agrarian sector of the Greek

society and the inherently weak economy in crisis have been

given as reasons for PASOK's reversal of policy regarding

the European Economic Community. Thus, Rosenau' s "economy"

and "society" were applied.

From 1974 to 1981 when PASOK was an opposition party,

it made an electoral promise to withdraw Greece from the

E.E.C. Once in office under the pressure of domestic

factors, that promise was broken. Throughout its first

term of office from October, 1981, to the May, 1985

elections, PASOK's views on domestic and foreign policy

moved closer to the Center. In May, 1985, the month of the

general election campaign, PASOK took even more moderate

positions.

The relationship between PASOK and the pro-Soviet

K.K.E. deteriorated. PASOK claimed that the K.K.E. had

59
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deliberately undermined the government. The K.K.E. was

accused of not wanting socialism in Greece, of

collaborating with the Right and of betraying the workers.

Editorials appeared in the pro-government newspapers

attacking the Soviet model of socialism and accusing the

K.K.E. of being dogmatic, traditional, and conservative.

The K.K.E. counter-attacked by stating that PASOK was

now a party of the Right. PASOK, according to the

Communists, had sold the country out to the NATO and E.E.C.

"capitalist" interests and was socialist only in name. At

best, PASOK was labeled a hated authoritative social

democratic party. Furthermore, PASOK was accused of

initiating its own anti-communist drive aimed at Communists

in the Civil Service and the labor unions.

During the May, 1985, campaign, PASOK concentrated its

efforts on domestic issues. There was no statement or

campaign speech to declare withdrawal from NATO or the

E.E.C. PASOK restated its support for a "mixed economy,"2

for social welfare, and for a moderate foreign policy.

Concerning relations with the United States, PASOK

stated that these relations would enter "calmer seas." The

anti-American rhetoric of earlier campaigns had been

abandoned.

2 PASOK's "mixed economy" meant support for both the
public and the private sectors of the economy.
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PASOK entered the 1985 campaign with three former

Centrist leaders under its list of candidate MP's. These

three provided PASOK with a moderate image which was

essential to win the general election. The moderate

approach was necessary for two reasons: (1) to consolidate

the Center wing of the party, and (2) to appear flexible to

E.E.C. and the United States officials who could help

alleviate Greece's economic problems.

The moderate strategy succeeded. PASOK won reelection

by 45 percent of the vote, a loss of only three percentage

points compared to the 1981 elections, and had 165 MP's in

a 300 member parliament. The party's left wing had

remained loyal despite a few defections to the K.K.E.

before the elections. The party's Center and Socialist

wings had remained intact.

The persistent economic crisis forced PASOK in its

second term to become even more conservative. In July of

1985, it initiated an austerity plan. This plan denied

workers many of their benefits and resulted in a wave of

organized general strikes. Thus, the two domestic factors

under examination had implications far beyond the narrow

issue of E.E.C. membership.

The Nea Democratia Party has been influential in

arousing the farmers to protest and strike against PASOK.
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Therefore, the agrarian sector may not continue to support

PASOK in the future.

Many economists believe that the austerity plan

initiated by PASOK will lead to a long-term recovery.

Politically, the plan may have negative results for PASOK.

The party's Left wing has joined the Communist-led protests

and has declared its support for a leftist solution to the

crisis.

Future research should continue to follow the economic

situation and the agrarian sector's interests. A further

deterioration of the economy and continued dissatisfaction

of the farmers vis-a-vis the government may lead to the

defeat of the Socialists at the polls. In the event that

PASOK is forced to hold early elections and loses them,

Greece's position in the E.E.C. would be secure as the

opposition Nea Democratia Party has continually supported

the E.E.C. ever since it successfully negotiated full

membership for Greece.

In 1986, PASOK remains the party of the government.

As long as PASOK rules the country, foreign policy will

depend largely on its charismatic leader, Andreas

Papandreou.

Papandreou's known view that small countries
cannot afford predictability in their relations
with big powers, is believed by diplomats who
follow Greek affairs in Athens, Washington, and
Brussels, to be the only guide, to what they can
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expect from his government in his second term, as
it was throughout his first. 3

3 The New York Times, June 4, 1985, p. 8A.
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DOCUMENT

POSITION OF THE GREEK GOVERNMENT ON GREECE'S

RELATIONS WITH THE EUROPEAN COMMUNITIES

1. The economy of Greece differs markedly from that of the

Community as regards both its level of development and its

structures.

The special features of the Greek economy hamper its

smooth functioning within the Community framework, the more

so because the Greek Accession Treaty ignored them.

Community rules and mechanisms continue to be shaped

and to operate to suit the central developed economies for

which they were, of course, originally conceived, whereas

they have an adverse effect upon regional and less

developed economies.

Because the enlargement of the Community did not go

hand-in-hand with adjustment and differentiation of

Community rules to take account of the special nature of

the economy of Greece, the accession of Greece is either

exacerbating some of our nation's problems or making their

solution more difficult.

The repercussions of accession upon the economy of

Greece were, of course, aggravated because they appeared at

a time of serious international crisis.

65
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Thus the economic problems which at present confront

Greece principally spring form structural weaknesses,

inequalities, and imbalances within the economy, but their

severity stems to some degree both from the international

crisis and from the consequences of accession.

2. The Greek government feels that it must draw the

attention of the Community both to the special nature of

Greece's problems and to the policy which it has devised to

deal with them in the hope that the Community will

effectively recognize the need for special arrangements

permitting the development of the Greek economy and, more

generally, of Greece's links with the Community, without

dispute or conflict and to the advantage of both sides.

The Greek government is ready to examine together with

the Community, the possibility of working out such special

arrangement which would be consistent with Greek social and

economic programs and contribute to the attainment of its

development objectives.

In this context, "special arrangements" should be

taken to mean that, on the basis of consideration of the

general interests and the necessary political resolve, a

decision should be taken to introduce differentiation into

the management of Community policies and to evolve new

mechanisms which will make due allowance for the special

nature of the economy of Greece.
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3. The structural defects of the Greek economy are briefly

the following:

- An over-developed tertiary sector, a wide-spread black

economy, and a pronounced degree of parasitism.

- Agricultural production accounts for only 17.2 percent

of GNP whereas the agricultural population is 30

percent of the total population.

- The limited contribution (19.6%) of processing

industries to GNP.

Weaknesses within each sector are as follows:

Industry

- Eighty-five percent of companies employ fewer than

five persons.

- Greece imports 80 percent of its capital equipment

(machines).

- Investment in processing industries represents only 4

percent of GNP.

Agriculture

- Under-employment of a large part of the active

population which, under present circumstances, cannot

be absorbed into other sectors of the economy and

certainly not in the workers' home areas.

- The extremely small size of agricultural holdings and

their great fragmentation.
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- The inadequacy of the infrastructure and organization

for marketing and processing agricultural products.

Lastly, a basic feature of the structure of the Greek

economy is the existence of very great social and regional

inequalities, and great disparities in incomes, along with

the distorted over-development of the Athens area.

4. The fact that the international economic crisis has hit

an economy which while suffering from structural

inadequacies has simultaneously had to contend with the

unsteadying effects of accession has led to a serious

aggravation of its current problems.

Between 1978 and 1981, the following developments may

be noted.:

- The rate of inflation increased and hovered during

those years around 25 percent, more than double the

rate of previous years and of the average for the

Community.

- The rate of increase in GNP fell appreciably each year

and in 1981 the figure was negative for the first

time.

- The current trade deficit doubled and in 1981 rose to

6.5 percent of GNP despite the continuing recession.

- The public sector deficit increased dramatically and

in 1981 came to 17 percent of GNP.
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5. It became necessary to take urgent measures to reverse

this negative trend so as to ensure the minimum level of

economic balance and stability required to deal with

structural weaknesses.

The Greek government expects that the measures it has

taken on financial, monetary, and credit matters will have

the following effects in 1982:

- A slight increase in national income,

- A slight fall in the balance of payments deficit,

- A fall in the rate of inflation, and

- An appreciable decline in the public sector deficit,

which it is estimated will be reduced from 17 percent

to 12 percent of GNP despite the continuing imperative

need to devote 5 percent of GNP to defense

expenditure.

At the same time, as part of the more general incomes

and social policy, the government took a series of measures

for the redistribution of income in favor of the

economically weakest classes who had suffered particularly

in recent years; these measures are in fact the basis, in

the first instance, of the awaited revival of the economy.

The government's economic policy for 1982 is

supplemented by certain institutional measure which, on the

one hand, derive from the particular need--in view of the

threatening dimensions of the phenomenon--to remedy the
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situation of undertakings which are overburdened by debt

and, on the other hand, are designed to create incentives

to investment.

6. The Greek government feels that financial, credit, and

monetary measures alone are not an adequate basis for a

successful economic policy and that the need is for a

decisive long-term political solution to structural

inadequacies. The development of the Greek economy will be

based on national programming, oriented towards solutions

to sectoral problems and regional imbalances. The

government is preparing a five-year program for economic

development and the restructuring of the Greek economy, the

implementation of which will begin on January 1, 1983. The

program provides for the modernization of the Greek economy

to enable it to meet the demands imposed by international

competition. This objective will, however, be fulfilled

within the framework of basic and unswerving politico-

economic options.

The first option is the development of industry with a

view particularly to boosting production, increasing added

value, developing strategic industries and advanced

technology industries, and also supporting small and

medium-sized undertakings.
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An equally crucial option, however, is keeping the

population on the land, within the framework of increased

administrative and economic decentralization.

Essential prerequisites for this are:

- Support for agricultural incomes.

- Substantial aid for the cooperative movement.

- The improvement of social and cultural infrastructures

in the country.

The basic choice of objectives is first and foremost a

problem and a responsibility for the Greeks themselves. At

the same time, however, the harmonious development and

convergence of the economies of the member-states are basic

aims of the Treaty establishing the Community.

The Greek government believes that the development

policy which it has forged does not merely correspond to

Greece's own national interests.

The Community has repeatedly declared the need for

Community action to combat inequalities between its regions

and members. These declarations have not, however, borne

fruit either because suitable mechanisms have not yet been

created or because existing policies and mechanisms fail to

operate in accordance with the necessary criteria or in the

right direction or do not operate effectively because the

resources made available are inadequate.
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Particularly inadequate is the transfer of resources

from the Community budget to the less-developed countries

and especially to Greece. In order to have an entirely

positive effect, such transfers would--and this never

happens--have to offset the negative economic consequences

deriving form the trend of trade whether at the

international level or between the internal market and

imports, or from the unfair distribution of activities and

the unfavorable terms of trade within the Community which

adversely affect the least-developed members and

particularly Greece. The result of this situation is the

constant widening of imbalances within the Community. For

Greece especially, these disparities are the result not

only of the very particular structural inadequacies of the

Greek economy but also of the unfavorable treatment by the

Community of Mediterranean regions as compared with the

others with regard to intervention prices, levels of

support, and the level of protection of Mediterranean

products.

To this should be added the fact that even within the

Mediterranean area the Greek economy receives unfavorable

treatment. Indeed, a number of regulations providing for

greater intervention and participation by Community

financial instruments in Mediterranean programs and

Mediterranean regions have not been extended to Greece.
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It should also be noted that the common organization

of markets, which covers on average 95 percent of the

agricultural production of the other nine countries, only

covers 75 percent of that of Greece, which is, in general,

less effectively covered.

The discussions in the framework of the mandate of May

30 show that there is now awareness within the Community

that its way of functioning is going to create unacceptable

situations. In the opinion of the Greek government, the

most important of these is the widening of economic

imbalances between the more and less developed members.

This problem is one of absolute priority for the cohesion

of the Community.

The mandate of May 30 traces but certain guidelines

which show that the problem has been properly understood.

However, the reforms envisaged are not such as to provide a

thorough going solution to regional imbalances as they do

not afford the means of achieving the objectives set.

9. The Greek government believes that the peculiar

problems of the Greek economy can be overcome through a

series of new regulations different from those which govern

present relations between Greece and the E.E.C.

This new situation presupposes the extension and

strengthening of the Community's financial instruments and

at the same time the recognition by Community bodies of the
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possibility, in specific cases and for a reasonable period

of time, of derogating from certain Community rules. In

particular the following are necessary under the five-year

development program: (a) increased Community support for

specific projects for development of sectors, branches and

regions, and (b) the recognition by Community bodies for a

sufficiently long period of the need for derogations from

Community competition rules (granting of development

incentives, provisional and regulated protection of newly-

created industries, granting of export aid for small- and

medium-sized undertakings, exemption from production

limits).

The Greek government believes that these arrangements

can be based in part on the activation of Protocol No. 7 to

the Act of Accession of Greece which recognizes the need to

settle special problems of concern to Greece and recommends

that the Community institutions implement all the means and

procedures laid down by the E.E.C. Treaty, particularly by

making adequate use of Community resources. It also

recognizes that, in the application of Articles 91 and 93

of the E.E.C. Treaty, it will be necessary to take into

account the objectives of economic expansion and the

raising of the standard of living of the population.

10. With particular reference to the various Community

financing instruments, we consider that:
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The criteria must be reviewed so that the way in which

resources are granted and used corresponds to the

particular features of the social, economic, and

administrative situation in Greece.

- The resources available must be increased and the

activities of the Funds coordinated.

- Participation in the financing of projects must be

considerably increased, and expenditure on social

infrastructure covered.

- A new Fund with special resources must be created for

the development of the Mediterranean regions with its

own resources.

- There must be greater scope for financial resources to

be procured by the NCI.

11. We attribute particular importance to the financing of

special long-term programs for the least-favored regions of

Greece (islands, frontier and mountain regions) to cover

everything from small land improvement project to tourist

development and the development of small industry, crafts,

and agro-industrial units. We feel that there must be

combined invention by the Community Funds and the financing

mechanisms of the Community with the above development

projects being financed up to eighty percent.

The specific geographical position of Greece (which

has no land frontiers with the Community but an enormous
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island surface area) requires particular attention on the

part of the Community bodies, given that transport costs,

particularly from the Greek islands, are so high as to

reduce even further the competitivity of products from such

regions.

12. The Greek government considers that Athens and

Thessaloniki cannot be excluded from finance by the

Community Funds. Living conditions in Athens, for example,

(environmental pollution, traffic congestion, total lack of

town-planning, absence of an efficient social

infrastructure) constitute an enormous economic problem,the

solution of which will require considerable financial

resources to be made available. In the Athens and

Thessaloniki regions both the projects carried out and the

criteria which will be applied for financing them will of

course be adapted to the problems involved, i.e., the aim

will be infrastructure development to improve the quality

of life, decentralization of industrial activity to the

provinces, etc.

13. One point to be stressed is that Greek agriculture,

having as it does to operate side by side with the

developed and modernized agricultural systems of the other

member-states, faces acute problems under the CAP rules.



77

In order to alleviate these problems, the Community

must provide finance and technical aid for carrying out

major land improvements, for developing certain sectors,

such as fishing by means of the efficient exploitation fo

Greek lagoons, for setting up and organizing agro-

industrial complexes and for developing cooperatives.

However, the immediate problem of income support for

small farmers remains of vital importance. Given the high

rate of inflation in Greece and until such time as it is

brought down close to Community average, the proposed

Community increases will be useless for Greek farmers,

particularly when it is borne in mind that, given the

structure of the Greek economy, intervention prices

constitute for them the decisive element in their relations

with the commercial and industrial sectors.

The problem of income support can only be dealt with

by means of exceptional arrangement including direct and

indirect aid for incomes, to be provided to a large extent

by the Community. It must also be stressed that national

aid to farmers is proportionally much higher than Community

aid to this sector, and that per capita expenditure from

national aid is greater in countries with a high per capita

income.
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14. The Greek government hopes that the Council of

Ministers will recognize the particular nature of Greece's

problems.

This applies with respect both to direct measures of

an urgent nature and to the general economic policy

guidelines which, under a five-year program for the

restructuring of the Greek economy, will reflect

fundamental economic policy options decided upon by the

Greek government.

As a concrete expression of such recognition, the

Greek government would request the Council to instruct the

Commission to study the problems referred to in the

Memorandum and to ask it to propose special arrangements to

solve them.

The Greek government will cooperate with the

Commission and in the meantime will finalize its positions

and the proposals on certain individual sectors.
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COMMISSION RESPONSE TO GREEK MEMORANDUM

The European Commission on a proposal from

Commissioner Richard Burke has adopted a set of specific

proposals which will complete its response to the Greek

Memorandum.

A major part of the response had already been given in

the Integrated Mediterranean Programme for Greece recently

adopted by the Commission. The Programme envisages an

investment by the Community in Greece of 2,500 MECU in

1 985-1 991.

Among the principal proposals now adopted are:

o Five Year Plan - Major Projects

When these projects have been presented and

examined the commission will be ready, if

necessary, to propose to the Council that special

measures be added to the intervention of existing

Community instruments.

o Agriculture

Extension to all of rural Greece of measures

concerning irrigation, forestry infrastructure

and the hiring and training of quality control

personnel.

80
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o Employment and Social Policy

Aid for the construction and equipment of

training centers. Aid for the construction and

equipment of hospitals and the introduction of

modern techniques for certain categories of

handicapped people.

o Transport

A substantial additional measure in favor of

transport infrastructure projects in 1984-1985.

A number of actions for a limited period aimed at

reducing the effects on productivity in the Greek

agricultural sector of the cost of transport.

* Environment

Assistance to the Greek authorities to develop a

comprehensive depollution programme for Athens;

when the programme has been established, the

Commission will present proposals for

participation in its implementation.

o Taxation

The Commission will determine a precise timetable

for fiscal reform and the elimination of existing

infringements. The timetable will provide a

solid basis for an orderly alignment of the Greek

and community systems and will take due account

of the economic problems of Greece and of the
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practical difficulties involved in the reform of

the Greek tax system.

CONCLUSION

This set of proposals of the Commission in response to

the Memorandum has two objectives.

o Helping the government and the people of Greece

to achieve a far-reaching transformation of Greek

economic structures; and

o Accelerating the integration of Greece within the

Community.
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TABLE I

TYPES OF FOREIGN
THEY RELATE TO

POLICY AS
FACTORS

Environmental Structural Leadership
Policy Type Factors Factors Factors

Preservative 1 1 0

Promotive 0 0 1

Intransigent 0 1 0

Acquiescent 1 0 0

Source: Patrick McGowan, "Adaptive Foreign Policy
Behavior: An Empirical Approach," Foreign Policies,
Theories, Findings, and Methods, edited by James N. Rosenau
(New York, Sage, 1974), p. 46.
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TABLE II

COMPARISON OF CONSUMER PRICES IN GREECE,
APRIL 1981 AND APRIL 1985

Price in Price in
drachmas drachmas %

Commodity Unit of April 1981 April 1985 Up

Bread
Beef/Steaks
Pork/Legs
Pork/Chops
Lamb
Chicken
Eggs
Feta Cheese
Salted Cod
Coffee
Olive Oil
Potatoes
Onions
Tomatoes
Oranges
Apples
Beer
Sr. Wine
Detergent
Soap
Super Gasoline
Crude Oil
Bus Fair
Movie
Soccer Game

kilo
kilo
kilo
kilo
kilo
kilo
a piece
kilo
kilo
kilo
liter
kilo
kilo
kilo
kilo
kilo

1 kilo

kilo
kilo
170 grams
liter
liter
one
one ticket
one ticket

Source: Athens Acropolis, May 5, 1985, p. 5.

24
267
191
210
344
96
5.20

156
400
366
160
23.60
31.50
60.60
36.40
40.60
22.30
34
77.60
33.30
40
18.30
10
80

300

51
540
372
409
643
220
13

354
560
680
298

37.60
47

104.10
58
75.80
44
50

159.50
65.40
65
32
20

150
350

105
100
95
98
90

110
120
110
35
90
80
70
35
80
60
90

100
80

100
90
75
80

100
90
18
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TABLE III

UNEMPLOYMENT SITUATION IN GREECE

Year Unemployed Overall Unemployed

1981 2.7% 124,673 in 1985

1982 3.2% 109,380 in 1984

1983 3.8% up 14%

1984 4.2%

1985 5.0%

Unemployed: Registered with the unemployment office.

1984 21,238

1985 25,838

Hirings Firings

1984 22,685 28,175

1985 21,593 (down 4.8%) 28,863 (up 2.1%)

Unemployed receiving compensation

1984 32,632

1985 51,468 (up 57.5%)

Source: Athens Ta Nea, February 27, 1986, p. 22.
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TABLE IV

LOSSES AND PROFITS IN GREEK INDUSTRY
BETWEEN 1981 AND 1985

Industry Losses Profits

Crude oil products
(Refining) . . . 81%

Tobacco . . . 13.9%

Various industries
(Toys, pens,
jewelry, etc.) - 13.1% . .

Electronics (wire,
refrigeration, etc.) Break even Break even

Paper industries - 35% . . .

Non-metallic mining 3.6 billion (80%) . .

Textiles Small losses . .

Source: Athens Vradyni, March 17, 1985, p. 8.
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TABLE V

TRADE, FOREIGN EXCHANGE, AND DEFICITS

Area Statement of Activity

Imports Up 8.2% to $10.541 million compared to
$9.745 in 1984.

Exports Down 2.4% to $4,290 million compared to
$4,394 in 1984.

Foreign Exchange Derived from tourism, transportation,
etc., down to $5,228 million compared to
$5,289 million in 1984.

Expenditures For travel overseas, interest, profits up
9.5% up to $2,265 million compared to
$2,068 million in 1984.

Deficits (Of current exchanges) up to 54.5% to
$3,288 million compared to $2,130 million
in 1985.

Source: Athens Ta Nea, January 15, 1986, p. 22.
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TABLE VI

GREECE AND EUROPEAN ECONOMIC COMMUNITY
TRADE, 1981-1983

Year Trade Surplus Trade Deficit

1981 $6.9 billion . .

1982 " . . $22.0 billion

1983 . . . Projected

higher

Farmers Loss of Income

1981 4.1%

1982 4.1%

1983 4.5%

1984 10.0%

Source: Tria Hronia Stin EOK (Athens, Syngroni Epohi,
1984), p. 32.
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TABLE VII

GREECE'S SELF-SUFFICIENCY IN MEATS VIS-A-VIS
THE EUROPEAN ECONOMIC COMMUNITY

Degree of Self-Sufficiency, 1979
Meats Greece E.E.C.

Beef 46% 103%
Pork 102 100
Poultry 103 107
Lamb-goat 96 65

Changes in Production of Meats as E.E.C. Meat
Flooded Greek Market

First half
# Animals 1981 # 1982 # Change % 1983 # Change %
each farm of farms of farms 1981-82 of farms 1982-83

1 - 4 87,733 83,390 - 5 75,872 - 9
5 - 9 27,781 28,441 + 2.4 26,827 - 5.7

10 - 19 11,758 11,493 - 2.3 11,099 - 3.4
10 - 49 4,402 4,451 + 1.1 4,751 + 6.8
50 - 99 1,332 1,547 +16.1 1,629 + 5.3
100 & up 493 540 + 8.3 508 - 5.9
Total 133,500 129,861 - 2.7 120,683 - 7.1

Percentage of Population
Year Decrease of Large Animals

1977-1978 - 6.0%
1978-1979 - 4.3
1979-1980 - 3.5
1980-1981 - 7.0
1981-1982 - 4.3
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Table VI--Continued

Price Increases
Meats 1984-1985 1983-1984

Beef 1.5% 5.5%
Lamb 1.5 5.5
Pork 1.5 5.5

Source: Tria Hronia Stin EOK: Agrotiki Politiki
(Athens, Syngroni Epohi, 1984), pp. 52, 60, 63.
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TABLE VIII

GREEK PUBLIC OPINION REGARDING THE E.E.C.

ASKED IN GREECE ONLY: More precisely, could you tell me in
which of the areas listed on this card (SHOW CARD) you
think Greece's accession to the European Community will
have a good effect, a bad effect, or no effect at all?

No
Good Bad Effects Don't

Effects Effects At All Know

Tourism in Greece 66% 6% 8% 20%

Trade with Other
Countries 50 16 10 24

The Future of Young
People 47 16 12 25

Agriculture 46 24 8 22

The Working of
Democracy 44 14 15 27

The Military Security
of the Country 44 10 17 29

Greek Industry 44 22 9 25

Traditions and Culture 42 19 15 24

The Standard of Living
in Greece 41 17 15 27

Employment 40 24 12 24

Relations with Turkey 27 20 24 29
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TABLE VIII--Continued

ASKED IN GREECE ONLY: In general, do you think that for
Greece, becoming a member of the European Community (the
Common Market) is a good thing, a bad thing, or neither
good nor bad?

A Good A Bad Neither Good Don't
Thing Thing nor Bad Know

Overall 38% 21% 28% 13%

By sex:
Men 43 24 22 11
Women 33 18 33 16

By age:
15-24 years 32 22 37 9
25-39 years 30 27 32 11
40-54 years 45 19 23 13
55 and over 42 15 22 20

By place of residence:
Village 40 18 27 15
Small town 41 21 26 12
Large town 33 24 30 13

By age on completing
education:

39 19 25 17
34 22 35 9
42 27 23 8
35 24 35 6

By household income:1

Low 41 18 21 20
Lower average 39 21 30 10
Upper average 35 21 31 13
High 39 26 27 8
Refused 23 7 42 28
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TABLE VIII--Continued

A Good A Bad Neither Good Don't
Thing Thing nor Bad Know

By Degree of Cognitive
Mobilization:

Non-leaders
(--) 29 11 37 23
(-) 44 15 26 15
(+) 44 21 27 8
(++) 30 43 20 7
Leaders

By Position on the
Political Spectrum2

Extreme Left 14 69 15 2
Left 19 39 34 8
Center 37 21 32 10
Right 64 7 23 6
Extreme Right 59 3 22 16

29 12 31 28

Source: Index to International Public Opinion:
Western Europe-Greece (Westport, Connecticut, Greenwood
Press, 1980-1981), pp. 474-475.

1In each country the household incomes stated by
interviewees are divided approximately into quartiles so
that comparisons can be made between countries.

2Interviewees themselves assess their position using a
scale numbered 1 (left) to 10 (right).
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TABLE IX

PASOK'S SUPPORT IN THE AGRICULTURAL
DISTRICTS OF GREECE

Districts % 1974 % 1977 % 1981 % 1985

Argolidas 15.63

Arkadias 9.42

Ilias 14.78

Korinthias 17.96

Larisas 13.37

Magnisias 8.49

Messinias 13.54

Karditsas 13.26

Tricalon 11.18

Artas 15.38

Aitoloakarn 15.83

Dramas 17.88

Kosanis 12.15

Source: Athens Ta

25.50

21.45

21.00

29.86

22.31

19.54

23.37

26.56

22.34

27.91

26.00

27.28

23.70

Nea, January 5,

44.53

44.91

52.20

50.91

45.06

46.39

42.11

43.85

48.02

42.41

48.33

48.47

45.09

1986, p. 5.

43.48

44.85

50.22

47.29

44.00

45.41

40.86

44.20

45.31

41.82

46.29

47.65

45.65
.. ..
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Chronology of Events

July 9, 1961

November 1, 1962

April 21, 1967

July 20, 1974

September 3, 1974

May 28, 1979

January 1, 1980

October 18, 1981

March 24, 1982

March 29, 1983

July 1, 1983

June 2, 1985

Greece-European Economic Community

signed an Association Agreement.

The Association Agreement was ratified

by the Parliaments of Greece and the

other E.E.C. members.

Military Coup occurs in Athens and the

seven-year dictatorship begins.

Democracy is restored in Greece.

Andreas Papandreou forms PASOK

(Panhellinio Socialistiko Kinima).

Greece-E.E.C. reach accord for full

membership status.

Greece becomes the tenth full member of

the E.E.C.

PASOK wins the general election, forms

government.

The Greek government submits a

"Memorandum" to the E.E.C.

"Memorandum" is answered by the E.E.C.

Greece takes over the E.E.C.'s

presidency for six months.

PASOK wins reelection.
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