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l f SECRET

REF_RT OF THE |

AMERICAN ECONOMIC MISSION TO GREEGE

SUMVARY

The people of Greece have an opportﬁnity to move forward to an era
of reconstruction and internal peace. Alterndtively if the present
policies of drift and expediency are céntinued; they will result in
soonomic disaster to all her people gﬁd perhapé forfeit for a genera—
tion Greece‘sgchance]fo rebuild and £o establish a stable economy. The

~‘Americén Economic Mission to Greece ‘has attempted to discover wﬁat
fofeign aid is needed ‘and what internal economic and adninistrative

measures must be employed if Greece is to move forward.

e have exwmlned ‘problems’ of ‘governmental organlzatlon, budget o
xpendltures and revenues, exy*“t potentlalltles and 1mport require-— .
ments, monetary and credit polaules, reconstructlon and development
and many other related matters. Our\analysis of the economic aspects

_has not been casy; they are closely related to and substﬂntlally

':affectcd by polltlcal mllltary and psychologlcal con31derat10ns. From

ntensvve study of Greece‘s current nroblems and a survey of her

ntatlves to economic progress since

here isythe s pable conclu51on thﬂt in splte of

OO;OOD ihfforeign‘ééé éGreece durlng %he past two years has'
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merely managed to survive. There are exceptions, of course, but, in
general, economic conditions have improved but little over those
prevailing at the time when the Nazi forces were expelled from the
i country.

Bitter internal strife and the rapid rate of turnover of the
Governments have created a climate of insecurity and instability that
has prevented any rational ﬁlanning, Since the war, there have been
seven changes in the Greek Government.  No government has been able to
develop en effective economic policy and to inaugurate necessary controls.
Those controls which have been attempted have failed as a result of
various causes, among which is the lack of effective government machinery
for impartial administration. Partly because of these factors, private'

capital instead of devoting itself to reconstruction and development has

been preoccupied with schemes to hedge its risks, outside thé Greek

cconomy .
! : : o L 1
! ' The security situetion has had a direct effect upon the economy.
. RS
Not only has this discouraged the desirablé repatristion from abroad of

gizeable amounts of private Greek bapital,'but the civil strife of

i

i

i :

? December 1944 stimulated social and political tensions of such bitterness
‘ :

|

and 1nten51ty that the masses of the Greek people have from that tlme

3

llved ina nerpetual state of fear The‘succeedlng governments have;not

been Successful in amelloratlng this situation and henée:there ig lacking

: thé~hatiohal)unit§ which is so clearly a prerequlslte to, & program of

economlc reform and recovery Operatlons of organlzed bands of guerrlllas

. and fear of invasion from the North have resulted inthe malntenace of

7'military and pollce forces numberlng in the nelghborhood of 150, OOO
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This has been a tremendous drain upon the resources of the country and
the primary cause of the budget deficit, even though the foreign ex-
change requirements for militsry expenditures heave thus far been met by
! thg Rritish.  Greece has such limited resources that she cannot meintain
alons armed forceé of their present size.

The psychology of certain elements in Greece has operated as a

serious impedimcnt to recovery. There hss been a sense of helplessness,

and in some quarters a feeling thet because Greece suffered so much
during the %ar, it is pow entitled to the care of its richer Allies.
There is the widely held view that external factors in Greek problems
are so large that individual efforts are futile. The lack of confidence
among goveornment officials snd th people in the ability of Greece to
save itself financially and the belief that it must depend on\aid from
abroad has contributed to an appalling inertia. In this unhealthy
psychological state, Greece simply has not been able to apply to its
own problems the determination and resolute action essential if she is
to meet the critical issues she now fageEn
There exists a wide disparity in the living standards end income
throughouﬁ 81l Greece. Profiteers, that is traders, speculators and
black marketeers thrive in weslih and luxury, a problem with'which ﬁo
government has effectively dealt. At the same time, the masses of
psople live on a bare subsistence, The profiteers are relatively few
in number and their aggregate wealth, if divided up among the population,
* would effeét 1ittle imprngment of general living conditions, neverthe-
1ess;~their luxurious manner ofvliving in the midst of poverty sérves

to embitter the masses and to und-rline the hardships of the poor.

There is a vast amount of cdncealcd'unemployment with some 20 percent
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of the population employed by or partially dependent upon the State.

~ The substandard levels of existence of the civil servants, indigents,

pensioners and other dependents is an important contributory factor to
the political and social tension i’ ich characterizes Greece today.
Since Liberation no effective mescures have beeﬁ taken to provide useful
work for the émploysbles among this large group of the population.
Foreign observers in Greeca generally sgree that the past two years
have failed to register & progress toward stable recovery commensurate
with the foreign aid given. The time bought by UNRRA relief, by the
free s=le of gold and by other devices of expediency has not been
utilized. The various Greek Governments, lacking in strength, have been
able to accomplish little. UNRRA, zealous of its mandate to avoid in-
trusion in intcrnal affairs, was not always successfulein prevailing
upon uncertain and hesitating officials to program morc effectively
the distribution of relicf and reconstruction supplies. The British
Economic Mission, operating under the t?rms of the London Agreement
of.January 1946, wes similerly unsucceésgai, The Currency Committee,
operating under the authority of Greek law, has performed a useful
function during the prst year, bub there is a basis for the conclusion
that its earlier policies were of such a conservative end rigid .
character that reconstruction and development were actually inhibited.
Thus, two and one-half yeers after the Liberation, Greece finds
herself on dead~center inlspite of substantial foreign éid and competent.
foreign advice, The Mission has sought to analyze the causes of the
failufe of recovery processes to"get underway so that the mistakes of
the past cdn, if pOSlele, be avolided and so that the assistance forth—

9

coming from the Unlted StatGS w1ll not simply be used to compound
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previous errors.

Internal pacificetion and resolution of the border disputes are the
two most importent needs in Greek recovery. It is obviéus that the
existing state of widesprecd violence affords an unsuitable climate for
economic development,

It is hoped that the United Nations Commission which was investi-

gating the troubles on Greece's northern borders while this Mission was

studying the Greek economy will be able to recommend means of eliminating
at least a part of this problem. With this settlement should also come
an effort on the part of those opposing political elements in Greece
interested in the maintenance of Greek independence to compose their
differences and work for the common benefit of the country. Until the
internal politicel tensions are relieved, Greece's economy cannot

revive.

The Mission has considered means of meeting the principal economic
difficulties of the country, This invoivs; placing on a self-sustaining
basis an economy which has always been weakl Greece has a total area
of approximately 50,000 square miles. Of this, less than 20 percent
is arable. The standard‘of 1iviﬁg fof\the vast majority of its
7,500,000 population has always been dangeroﬁsly low even though thefe
has been foreign borrowing. National income, measured by Western
standards, thas always been loW ~ one of the lowest in all Burope.
Industriél dévelopment was only beginning to become a significant factor
in the.la{s 1930's, and at its peak bore to the economy only a fraction

of the importance of the .country's pfimitive agriculture.

' Greece today faces a desperate economic crisis ~ one that she
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cannot meet alone. Even considering UNRRA goods undistributed or left
in the pipeline and goods to be provideé under the post-UNRRA relief
program, there will be widespread suffeying unless substantial foreign
assistance is forthcoming. The dimensions of this current crisis can
best be shown by the following facts:

(1) The tentstive estimated ureek budget, including the

expanded military establishment, Indicates a deficit
of $290,000,000 for 1947, or about three timesAthe
amount of currency now in circulation,

(2) reserves of unrestricted foreign exchange by the end
of 1946 were too meager to insure import of Greece's
minimum nesds, necessitating a severe restriction of
basic imports in the absence of immediate outside
assistance,

(3) pressures on the reteil price level are severe and

further marked increases are ipdicated unless there
are immediate corrective measﬁrés?

(4) wage demands are accumulating as a result of the fore-
going factors, adding the threat of wage inflation %o
the prospect of budget i:flation.

In short, it appears that’in the absence of substantial foreign
assistance and the adoption by the Greek_Goverﬁment of étrong control
measures, anothcr round of extreme infletion with all of its disastrous
gconamis,and political Consequences is a certainty.

It is, therefore, apparent that,therebexists a need for immediaﬁe :
steps i? iﬁflation is to be preventgd. HKecovery and recgnstruction.in

Greece cannot be based upon the presen{ unstable cconomic foundations.
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Whilc the Mission's earlier inquiries were directed towsrds the asccr-
tainment of minimum relief‘réquirements during the post-UNRRA period

and in addition the developmont of measures whereby the Greek sconomy
could moke the maximum use of her own Tesources, the Mission has more
recently considered the problem on the assumption that the United States
Government would contribute very substantial amounts for the restoration
of the economy of Gresce, and that American technicians would advise the
Greek Government on economic affairs, In this way it is hoped that the
first steps can be taken wﬁereby t e economy of Greece could be restored
to a sound level in order that the ureck State might survive as & freé
and independent entity devoted to democratic principlese.

For the period from April 1, 1947 to July 1, 1948, it is estimated
that a minimum of €300 million outside assistance in addition to UNRRA,
post-UNRRA reliefl, and surplus property imports will be required. This
estimate represents in the judgment of the Mission the minimum aid which
should be provided. TWhen it is considered that during 1946, the total
of’UNRRA and British military subsidies %é§~over 4300 million, the
total amqunt estimated may be too conservative. However, the Mission
hes operated on bthe assumption that the Greek Government with the
assurance of this amount of support will adopt and enforce economic
policies which heretofore either have not been put into effect ér having
been proclaimed were evaded. In mgking wise use of this outside aid and
in the development and implementation of sound economic policies,
American personnel will be needed. An American Economic Mission should
go to Greece. '

‘ TheAuncertain political and economic conditions have caused producing

groups in Greece to lack faith in the Strength and -stability,of their

'
3
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.government and of their economy. The devastation wrought by the War,
the civil strife of December 1944 and three successive devaluetions ofvv -
the drachme have obviously further destroyed confidence. Therefore, if the
Government of the United States is going to assure the future of Greece,

a continuing progrem is required. This program should not be limited

in concept to a single year. It is emphasized that this program of
recovery snd restoration should envisage a period of about five years,

It is hoped that direct American financlal assistance will not be

necessary afier June 30, 1948, but the program should be éontinued in

eny case whether under Americon ouspices or under the United Netions,

Tt is impossible to forecest whether at that time the financial burden

cen be turned over to an international agency. The mere decliration

of such intentions would do much to revive confidence and make easier

the adoption of stringent measures thet will be necessery to achieve

the immediate stability needed for reconstruction rnd development.
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REGO!" TENDATIONS

I
AMOUNT OF AID
GREECE oILL NEED FOREIGN FINANGIAL AID DURING THE NEXT FIVE YBARS
BTCAUSE OF THE DESTRUCTION OF WAR AND HER CURRENT CIRCUMSTANCES.
17 TS RECOMMENDED THAT THE UNITED STATES EXTEND IMMEDIATE FINANCIAL
ATD TO CREECE SUFFICIENT 10 MEET HER KEQUIREMENTS FOR RELIEF,
RECONSTRUGTION AND MILITARY PURPOSES UNTIL JUNE 30, 1948.

The Greek economy will require foreign financial assistance until
the burden of the military and public security can be substentially
reduced and probably until essential reconstruction has been carried out;
the latter may take five years. The amount of aid required after the
Greek fiscal yesr 1947-48 depends, one, on the extent to which foreign
financial aid may be devoted to reconstruction at an early Aate as
opposed to military expenditures and, two, on the extent to which the
Greck Government marshals its own resources and mekes effective use of
outside aild.

For 1947-.8 the largest singl: iteh\of expense 1s the military.
The currentAburden of the military, estimated at about $,180 million for
the Greek fiscal year 1947-48, would have been far beyond the capacity
of.the pre~war Greek‘economy, With a pfe—war national income estimatgd
liberally at about §600.million, or about ¢80 per person, even the |
pre-war military expendituré of $40 million exerted pressure on the
relatively low standard of living. With a 1946 natiénal income
considerably léss‘tﬁan pre-war in real terms, the qost of the mi%itary"
as currently_éstimated by,thé Greek‘Government is far beyond the.
capacit& of the Greek economy.

N 3 s - ) al ‘:. '
The. second item of importance is reconstruction. The estimated cost
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of a five-year program of selected roconstruction and development projects

is about {335 million. This program was determined on thc basis of
minimum requirements and does not purport to indicate the costs of
complete reconstruction of public and private property in Greece,

Cost in millionsg of dollars

Foreign Locel Total
First year , 34 42 76
BSaecond yenr - 35 40 75
Third yesr 33 39 72
Fourth year 23 32 .55
FPifth yeor 23 34 57
Totals 148 187 335

The sum stated in the teble for the first year will have to e
supplementod Ly very lerge cmounts for commitments to ke made during
this year. After the esrly months of engineering planning heve been
conpleted these additional moneye vill have to be commited for recon-
struction equipment and material ¢4 in setting up funds for the
completion of projects already begun.

The pre-war economy of Greece coulé\ﬁrobably have finenced
internally the local costé of this pregram, but would undoubtedly have
required foreign credits %o cover the importation of equipment. 4t
present, it is clear that for the first year (and possibly to a greeat
extent for the second year) both the internal and external costs of
reconstruction will have to be borne from abroad.

' If United States aid, sufficient to meet internal and external costs
of the militery and of thé reconstruction program through Juﬁe 30, 1948,
is fortho&ming, two adaitionql objcctives of mejor and immediate |

importence can be achleved.
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First, since revenues of the Greek Government together with other
assistence already forthcoming are adeguate to meet non-militery end
non-raconsbruction expenses, the budget will be in balance. With no
ineresse in the note issue in prospect from a budget deficit, faith in
the drachma should be substantially restorad,.which in turn should promote
an increasc in business activity, & decrease in hoarding, & tendency
for prices to decline, and a reduction in wage demands. The balancing
of the budget will go fer to meet ‘reece's current economic crisis.

Second, under this program, Ursece vill be provided with civilian
goods sufficient in quantity not only to meet mininum civilian require-
genmts bt alsp to meet the needs of = Greek people engaged in a military
and rgconstructioﬁ effort. In fact, if further serious inflation
is to be avoided, it will be necessary to offset internel expenditures
for the military and reconstruction with an adequate volume of consumer
goodé, This will be meds possible because all of the hmericen aid
remaining after the outlay for military supplies and capitel equipment
for ruconstruction will be used either }5T~the foreign purchase of
consumer goods or for the purchase of industrisl and agriculturel supplies
which will in turn augment Greek production of consumer goeds,

Under the. program here described the Greek budget and balance of
payments for the Greek fiscal yeer beginning April 1, 1947 would be

roughly as follows:
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Budgetl/
Expenditures (Millions of dollars)
1. Military and Public Security 181
2. Reconstruction . * 76
3. Purchase of Governmeult Distributed Supplies 80
4. Othor AV
Totel 554,
Recelpts
1. Ordinary Taxes 150
2. Miscellaneous Receipts 7
3. Sale of UNRRA4 & State Distrit .ed Supplies 115
Le Sale of Lllied Surplus Proper 30
5, Eximbank Credit for, Reconstruc lion 12
6. Direct U. 5. hid 2/
' a. Post UNRRa Relief Bill 50
b. Greek-Turkey aid Bill _190
Total 554,
Balance of Payments
Receipts
1. Exports 120
2. Net Invisibles 35
3. Allied Surplus Property Credits v 35
4o Export-Import Bank Credit 12
5, UNKRA 12
6. Direct U. S. 4id
2. Post UNRRL Relief Bill 50
b. Greek-Turkey ..did Bill 190
Total 454
1. TImports for Civilian Economy 320
2. Reconstruction Equipment NG 34
3. Supplies for Military T 100 .
Total " L54

1/ Tho dollar eguivalents for budget categories shown here are anly epproxi-
mate, using a4 convorsion rate of 8,000 drachma per dollar for internal
expendlturcs.

2/ The proposed total zid to Grescc is tentatively £350 million (¢ 300
million for reconstruction and mi.itary aid under the Greek-Turkish ifid
Bill and &50 million for relief ur.er the Post~UNRRL Bill). The above
figure of 240 million is for the twelve months period April 1, 1947 to
April 1, 1948. 4t this rate another {60 million would be expended from
Spril 1, 1948 to July 1, 1948. After the early months of engineering
planning and construction organization the remainder of the funds will
be used in making commitments for reconstruction equipment and material
and in completing projects already begun.

1
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Due to the uncertainties regarding the future of Greek military
expenditures, it is imprccticable to predict beyond ‘the coming year
the extent of foreign aid which Gresce will require. It is clear,v
however, that the amount of reconstruction and military aid required
; can be substantially reduced, if the Greek Government 1s prepared to
i mobilize the country'!s own resources by taking measures such as those
set forth in Part II of these Recommendations. It is also cleer that
if these measurcs are to be taken, advice and =id from en American

Mission along the lines stated in Pert IIT will be necessary.
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MEASURES T« BE TAKEN BY GREECE.
THE EYTENDING OF UNITED STATE. AID TO GREECE SHOULD BE ACCOMPANIED BY
EFFECTIVE MEASURES BY THE GREEK GOVERNMENT FOR THE UTILIZATION OF GREEK
RESOURCES FOR RECOVERY OF THE COUNTRY.

L, MEASURES TO_INCREASE REVENUES AﬁDAREDUGE EXPENDITURES.

1. BRevenues. Ordinary revemies for the Greek fiscal year 1947-48
are estimated in real terms at 65 peroent'of pre-war. The Greek Govern-
ment must take affirmative steps to increase its own revenues, including
the following:s ‘ ‘

(a) A4 study should be instituted as a long~term basis for:

(1) eliminating unproductive taxes'and simplifying the

tax structure; (2) reallocnting the sources of revenue

between the national and local governments.
(v) " Income tax enforcement should be improved by. (1) com-

pulsory: registration of 'all commercial enterprises and

maintenance by them of prescribed accounts for income
tax purposes: (2 substantial increase in penalties now o
v i By

imposed for tax violations; including imprisonment for

falsification of income tax returns.

(¢). Thore should be a revision upwards on an average of at
least 50 percent bf @resent schedules of incomé tax

assessmants on professional occupations and commercial

enterprises which are bdsed on estimated«ability to pay;

(d) In considering customs and excige tax policies, measures

_ should be~téke revent importers from making or

g from the
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{e) The present restrictive community taxes on the transpor-

o

tation of goods should be abolishcd as soon as élternativé
sources of revenue are found,

2, Expenditures. The Greck Government expenditures for 1947-438,
called [or in the tentative budget estimates; are estimated in real terms
at 200 percent of pre=war., “hile 1ere is wguestionably some exaggera=
tion in the estimates and consider.ole wastage of Government furds through

inefficioent administration, sizable reductions in expendltures can only be
achieved by (1) a reduction of military expenditures and () a sufficlent
recovery of the economy to permit the Government to terminate distribution
of supplies to the general public at a loss and subsidization of public
utilities, As immediate measures desizned to reduce expendiiureé gan con
Serve the use of funds, however, the following steps would achieve re-
sults of some significance:
(a) The Govornment audit and accounting system should bevren
vised} perticularly in the Migistfy of Supply which is
handling State distrigutéé\foodstuffs and other essentials ‘, : j
' including UNRRA goods,
(b) The budget should be prepared and announced before the
étaxt of each fiscal vear and should conshitute a real

control of Governme.s expenditures, The control of the.

Minigter of Finance over the use of funds appropriated to

. ather ministries must be strengthened.

{¢) 411 “special furds! should be abolished and brought within 4 o

the regular ‘budgels

(d)  The pension and indigent lists should be reviewed, and re=

duced; and no new names should be added withouﬁ the;approvﬂ‘

al of the local W@iﬂaye board,
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(¢) Demands for wage increases of civil servants and other per-
sons whose salaries are dirvectly or indirectly paid by the
government should be reviewed by a Wage Board which should
be established, and ommitments for increased wages gshould

not be made without the approval of the Wage Board,

B. MEASURES TQ AUGMENT AND CONSERVE FOREIGN EXCHANGE.

Greece'!s exports have been small since liberation, Loss of central
European markets, unsettled internal political and economic conditions,
overvaluation of the drachma, and other factors have tended to restrict
exports, On the other hand considerable amounts of foreign exchange have
been wasted during the past year through importation of luxury goods,
through Government sale of gold and through black market currency opera~
tions, A long range solubtion of Greece's foreign exchange problem will
only be achieved by expansion of Greece's export trade énd development‘of
a domestic supply for some of her present import needs., The situation
faced now, however, can be ameliorated by some immediate measures,

1, The exchange rate and the polic;\én the Government sale and pur~
chase of gold should be reconsidercd after consultation with the Inter-
naﬁional Monetary Fund,

2, Efforts should be made to build new markets and to restore the
pre~war Buropean market for Greek exports; as to some commodities, notably
FEuropean grades of tobacco, temporary barter arrangements should be- worked
out with countries whose trade does not flow through ordinary channels,

3. The embargg on export of olive oillshould be lifted; exports

should be licensed under a program which provides adequate'proteotion on’

“the. local price, which brings the foreign exchange received from the sale

3
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. of 0il under the control of the Government, and which returns to the Govern-
ment through an export tax a substantial share of the difference between

the local and foreign prices,

L. The national economy's benefits from Gresk shipping should be

i
'
i

increased by requiring that a conslderable percentage of the profits of
each ship be brought into the cour. Tty in foreign exchang97

5. The tourist trade should be developed b& the Government.

6, Incoming and outgoing mail should be subjected to financial cen-
sorship so that existing prohibitions against import and export of foreigﬁ
exchange éan be enforced.

7 Imports should be strictly controlled, Importation of luxury
goods should be prohibited and permits and foreign exchange granted only
for goods which will be of maximum benefit to the economy, Import needs
on an annual basis should be dgtermined and detailed plans for periods of

_at least six months should be prepared. The issuance of licenses should

be scheduled accordingly.

C. MEASURES DESIGNED TO_ACHIEVE QOVERNM?NT ADMINISTRATIVE REFORM.

The effectiveness of the Greek Governéent ig considerably reduced by
an overexpanded, under-paid, and demoralized civil service, and by a lack
of organization among and within the various ministries. These are faults
| which can only be remedied by long continued efforts, Such efforts should
be started now.

‘ ' 1., The present civil service should be veduyced in numbers, its pay
scale should be increased, and improvement of the caliber of its personnel
should be accomplished through training and selection, The United States
Government should immediately accebt the recent invitation of {he Greek
Goyernment to.send a group of‘speciélists to sfudy this problém and méke

t

c recommendations,
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2. The reduction in the number of ministries and the rearrangement
of functions recently recommended by the Committee on Reorganization of
Ministries of the Greek Government should be immediatély put into effect,
Within the Ministries there should be a substantial increase in the amount
of delegation of authority; detailed duties of ministers such as conferen-

ces with individual members of the pubiic should be greatly reduced,

D. MEASURES DESIGNED TO BENEFIT THE ECONOMY AS A WHOLE.

1. Direct controls over the economy, American aid, which will mean

a balanced budget, an increase in the supply of goods, and some alleviation
of the current inflation psychosig, is the only method of combatting infla=-
tion in Greece which has any chance of success, Positive controls alone
could not begin to meet the problem, given the current condition of Greece's
civil service, the public attitude toward "police! controls engendersd by
four years of occupation, and more important still, the very size of the
inflation problem in Greece, Nevertheless, for psychological reasons, and
because some benefit will undoubtedly result, measures already undertaken
in Greece to control price; rent and Wagg\increases should be continued and
some form of anti~hoarding measure should g? added.

(a) The Government should attempt to develop a wage policy and
some machinery for settling management-—labor disputes, - It
is realized that previous efforts of the Greek Governhent-
to regulate wages have been completely unsuccessful,_;hat
present legal wage rates are dwarfed by wages actually paild
and that under current conditions efforts to inétitute direct
wage controls would probably belunavailing?

(b) The present "price controls”'sﬁould be continued and im~
proved in spite of thelr somewhét limited scope and value.
The Ycotton control! has appafently had a beneficial éfféct

on textile priees,vand retail margin limitations and fixed
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retail food prices have kept retallers frém gouging the
public, However, an elaborate system of price control‘with
wide coverage has n.ver been attempted in Greece and pro-
bably could not be put into effect successfully.

(c) Rent control should be continued and extended to protect
new tenants, Some investigation is required, however, to
determine the desirability of relaxations where inflation-
ary developments and devaluation of the drachma have caused
controls to become overly burdensome on property owners.

(@) An antihoarding campaign shéuld be undertaken by the Govern-
ment ., Accompanied by the proper publicity, such a program
should take the form of an inventory control program under
which the Government confiscabtes inventories which are
clearly in excess of business needs after reasonable oppor-
tunities to unload have been given.

R Reconstruction and development of Public Wbrks, Greece faces a

reconstruction problem of lmmense propor%ibns, Road and railroad bridges,
railroad equipment, water systems, vorts, and power statlons were destroyed
during the War. The Corinth canal, of major importance in Greece's economic
life, was blocked by huge landslides set off by German dynamite. Lack of
‘maintenance has seriocusly reduced the usefulness of remaining roads and of
agricultural drainage projects. Reconstruction of many of these facilities
is a prerequisite to the restoration of the Greek economy. This reconstruc~
tion, however, must be accomplished pursuant to a master plan which makes
due allowance for funds available and the absorptive capacity of the Gresk

* economy,
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(a) A planning board composed of economists and engineers and
charged with the responsibility of working out & program for
reconstruction of public works and public utilities should
be established immediately by the Government, A reconstruc—
tion program should b; prepared which selects for immediate
attention the reconstruction of] those facilities which will
contribute most to the rapid restoration of the general eco-
nomy, Where develc: ment projects will contribute more, they
should be given preference. To il1lustrate the kind of pro-
jects which should receive top priority, the following list
.is offered: v

(1) Permanent reconstructign of important sectlons
of roads in all parts of thé country selected on
the basis of traffic, population and availability
lof other transportation,
(2) Restoration of bridges and tunnels on the Athens-
Salonika, Salon;EANChevgheli and Plati-Edhessa
railroad lines.

(3) Supply of motive power and rolling stock for the

present needs of the railroads,

(4) Necessary replacement of reils and ties on restored

railroad lines.

(5) Restorgticu of essential facilities at the ports of
Piraeus, Salonika and Volos.in the order named,

(6) Restoration of the Corinth Canal , including high
leVel bridge or bridges for road and railroad ser—

vice.

i
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(7) Restoration of flood control, drainage and ir-
rigation works in the Salonika, Serreé and Drama
plains,

(b) Efforts should be made to induce foreign capital to under-
take on a concession basis or otherwise projects which are
self-ligquidating in character.

3, Industry. Greek industr-, always a relatively small factor in
the economy of the country, was st itantially damaged by War and subse~
quent internal strife, Progress toward recovery has been slow due to in-
security, lack of credit, shortage of motive power, inability to obtain
spare parts for foreign machinery, inadequacy of transportation, and high
costs of production. Several of these deterrents would be corrected if the
reconmendations of the Mission were carried out, But recovery only to the

pre-war level of industrial activity would be inadequate if Greece is to

‘become reasonably self sufficient; limitations upon agricultural develop—

ﬁent make industrial expansion essential.

(a) The present high costs gf\production should be reduced by
(1) correction of the abuses of Government granted mono-
polies and subsidies; (2) abandonment of Government po-
licies necessitating retention of unnecessary employees,
and (3) implementation of other recommendations contained
herein affeclting tie cost of production,

(b) Preference in granting import licenses should be given
(1) to raw materials over finished goods which economical-
1y can be produced in‘the_coun£ry, and (2) to raw materials

. for the production of goods to be sold at, low prices,

{¢) Oredit to industries for current operationé and approved

\ .
’
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new industries sho '1d be granted where the need is clears

ly demonstrated; a'l industries granted.credit should

closely observed to ensure proper use of the creditu

(@) An industrial development program utilizing local re-
sources and making Greece viable should be formulated.
Mining, lignite extraction, metallurgical and agricul-
tural processing industr%es particularly should be explor-
ed, Plants and equipment which may be acquired‘as war
reparations from Germany or Italy should be used to the
maximun,

Lo Acriculture and Fishing. Agriculture in Greece is nearer to

the pre-war level of production than any other segment of the Greek eco=
nomy, Much of the destroyed draft power has already been restored, and

the small scale and even primitive nature of Greek agriculture have ena-

‘bled rehabilitation by the exertion of individual effort. Fishing has

heen handicapped by lack of replac.ments for war destroyed boats as well

»

as by its traditional methods, ~

A distinguished group in 1946 studied the aéricultmal problems of

dréece for the Food and Agriculture Organization of the United Natlons,

Their report advocates as ways of raising the contribution of agriculture

to the economy of the country (1) the greater utilizstion of water through’

irrigation and drainage, (2) the shift of land from extensive to intensive

crops, and (3) the educating of the farmers in modern methods of production, \
Apartlfrom those long range measures, which can be initlated, there

are immediate steps which can be taken for increased production and im-

proved use of the resulting products.

"(a) A Government program for the collection of the 1947 grain
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crop should be initiated to insure proper use of bread
grains; imported grains should not be distributed in
areas of surplus productlon until after the exhaustion of
the indigenous suprlies.
Facilities should be developed for production within
Greece of all the country's seed requirements.
Credit at iow interest rates and in adequate amountis
should be made available to farmers and agricultural
processors; this should be done through cooperatives
where feasible,
BExport of agricultural commoditiés should be developed
through standardization of quality and grading of pro-
duects, improvement in processing and packing, and en-
couragement of the growing of citrus fruits, table grapes,
early vegetables and other products which can be shipped
to Buropean ports in refrigerator ships.
The fishing fleet should‘bé~increased to permit a full

exploitation of the resources available.
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ADMINISTRATION OF THE PROGRAM
THE GREEK GOVERNMENT WILL NEED THE ASSISTANCE OF EXPERIENCED AMERICAN
ADMINISTRATORS, ECONOMISTS AND TECHNICIANS TO INSURE THAT AMERICAN AID
AND GREECE'S OWN RESOURCES ARE USED EFFECTIVELY IN CREATING A STABLE,
SFLF-SUSTAINTNG ECONOMY. AN AMERICAN RECOVERY MISSION SHOULD EE SENT
TO GREECGE.

The major problem in the establishment of a Mission is the extent of
its powers. The Mission must be able to assure efficient use of American
aid, but it must also conform to cierall purposes of United States policy
by operating in comnection with Greek problems in o monner acceptable to
the Greek Government,

One means of meeting this problem would be to hove in addition to
an advisory mission vepresenting the United States o number of American
and other foreign techniciens employed as individuals by the Greek

Government in key government posts, The advisory mission would aid in

the formuletion of policy and advise on the administration of these

" policies, while the individuals employed by the Greek Government, such

as the foreign members of the Currency' Gommittee and the Foreign Trade

Administrator, would participete in day-to-day operations.

4, FPOREIGN EXECUTIVES IN THE GREEK GOVERNMENT.

Under this plan the Greek Government would employ a number of expert
foreigners as individuals in key executive positions. These men would
be selected with the advice of the Mission on the basis of ability and
character, They should assist in assuring the effective execution of the
economic policies in the day-to-day operations of the Government. Condi-

- %
tions in Greece are such that it would be difficult for the Greek perx

- sonnel, unless backed by fdreign personnel in the Greek GoVernmeht, to

s
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carry out meny of the measures adopted, since they would at times be
placed under almost intolerable local pressures. The Greek Government's
employment of foreign technicians cn the Currency Committee provides a
successful precedent,

1. The Currency Committee. The Currency Committee should be con-

tinued with its presant composition of the Ministers of Coordination and
Finance, the Governor of the Bank of Greece, oﬁe American expert and one
Britisﬁ expert. Its functions should be modified to fit in with those

of the American Recovery Mission and its staff enlérged as necessary. In
addition to its present power to control the expansion of the note issue,
‘the Committee should be authorized to scrutinize all expenditures and to
disapprove those not in conformity with the budget. It should also be em-
péwered to prescribe such regulations for all banks and lending institu-
tions as it may deem necessary to control speculation and to direct invest-
ment,

2. The Foreign'Trade Administration. A Foreign Trade Administration

headed by a foreign technician in the eﬁéiby of the Greek Governmcnf should
be established. The planning and cdministration of the program of imports
ana exports, including licensing, should be centralized under the Adminis-
trator. 'In addition, he would also head the State organization responsible
for distribution within the country of all government supplies.

B, THE AMERICAN REGOVERY MISSION.

The Americens to whom this task is entrusted must be men of character,
ability, and tact, since to an extent the success of their efforts will
depend upon the kind of relationship they have with one another, with Greek

officials, and with the Greek public
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Initially the. Mission should .3 of modest size consisting of no more
than 50 péople headed by a single Chief, Additions should be made only as
the need is demonstrated. & top staff of specialists experienced in prac-
tical economics, finance, government administration, engineering, industr&
and agriculture would be required. They should be assisted by accountants,
research assistants and Greek speaking observers; this is particularly
necessary in Greece because of the absence of statistics and information
upon which policies can be formulated. Clerical and translating personnel
will also be required,

It is important that the Mission not be large, The caliber of the
personnel is an all-important factor and the number of highly qualified
persons available for prolonged service in Greece is limited. The Greek
public, whatever its initial reaction, would probably not take kindly to
an overly large group of Americans, and particularly so if competence
‘had been sacrificed to numbers,
| It is recognized that a small Mission cannot itself accomplish all
the planning, advising and observation ;aiied for in this program., The
Mission should be assisted by groups of experts sent to Greece for limited
periods for specific jobs as temporary members of the Mission. For example,
gtudies must be made of the civil service and tax structure in preparation
for the reorganization of each. Results from augmenting the staff for
special detailed studies will be much more satisfactory than would be re-
sults from an equivalent number of men on the permanent staff of the Mig-
sion, Such groups of experts will be able to confine thelr investigations
to narrow fields, leaving the implementation of their plans to the Missionis
permanenf staff. The Mission will have other impartial forelgn assistance.

As previously noted, foreign technicians will Ee employed by the Greek
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Government in key posts. Foreign engineering and contracting firms will
be brought to Greece to undertake the extensive reconstruction which is
planned. Assistance of specialistc will also be required to instruct the
Greek civil service in modern administrative techniques,

The American Recovery Mission Shoﬁld be able through verious ways to
make sure thot the most effective use 1s belng made of American aid, It
should have the power as a last resort to stop or curtail financial aid,
not only in general but in the‘case of any particular project or activity,
should it become apparent thet the conditions on which the aid was granted
were not being lived up to., In addition, it should be required to publish
quartefly reports on the progress of Greek recovery for the benefit of the
psople and the Government of the United States, of the people and Govern-
ment of Greece, and of the United Nations and its specialized agencies,
and interim reports should be mede whenever the Mission deems a problem's
urgency to necessitate immediate explanation of the facts,

l Supervision of the use of the funds extended by the United States to
Greece should be delegated to the Missiog;\and disbursements should be
mad§ by iﬁ in accordance with legislation by Congress, with policy estab-
lished by the President or the Secretary of State and with the hgreement
on this matter between the United States Goverunment and the Greek Govern-—
ment,

The obvious need of the Greek Government for American assistance in
making the most effective use of funds furnished by the United States
Government logicelly leads to the necessity of American ossistance in all
matters reiating to Greek Government finance since even if funds from the

Unite& States and Greece were not commingled, as they inevitably will be
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in certain instances, the results of ineffeciive use of Greek funds per se
would be as detrimental to the Amer’can program as if United States funds
were themselves not properly used. The Mission should participate in the
development of revenue and expenditure policies; its approval of the bud-
get should be required before it became effective; and it should aid in
assuring conformance to the budget. It should aid in policy matters but
should not be expected to scrutinize every proposed expenditure by the
Greek Government. This latter responsibility should be assumed by the
Currency Committee,

In addition to assuring the most effective use of American financial
aid the Mission should essist the Greeks in planning and execution of re-
construction projects, improvement of public administration, control of
imports and the development of exports, control of foreign exchange, pro-
motion of industrial and agricultural recovery, control of wages and prices,
and programming the sale or other disposition of Government purchased sup-
plies“ Members of the Mission should sit with the Reconstruction Board
and the proposed Industrial Developzant Aééncy, end their consent should
be obtained before projects are initiated,

A In order to be effective the Mission should concern itself with
all expenditures mrde outside of Greece with American funds and necessari-
ly, with Greek funds, Purchases abroad should be made in four ways; by
the United States Government, by the Greek Government, by American con-

tracting firms and by private Greek importers. Civilian purchases by

the Greek Government in the United States should in general be made through
the procurement facilities of the United States Treasury Department, or

in case of foodstuffs, of the Department of Agriculture, and purchases
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in the United States by importing and engineering firms should all be
reviewed by the office in the Department :of State supervising this pro-
gram,

The Mission should assist in the planning and programing of imports.
The import program prepared under the @irection of the Foreign Trade Admin~
istrator would become effective only after approval by the Mission; indi-
vidul applications for import licenses will be scrutinized by an Import
Licensing Committee including representatives of the Foreign Trade Adminis~
trator, and on which a representative of the Mission will sit.

The Mission should be the sole United States agency in Greece super-
vising the various programs of American aid. Civilian supplies; recon~
struction and military eid under the Greek program, relief aid under the
post~UNRRA program, surplus pgoperty and Export~Import Bank credits should

all be subject to the Mission's gv.dance, The Mission should also give

advice with regard to the control of other imports by the Greek Government

and private individuals.

C. RELATIONS OF THE MISSION.

The relations of the Mission with the United States Government in
Washington should be through a single official in the Department of State.
Thisofficial with a suitable staff should transmit policy to the Wission,
review all expenditures made in the United States, coordinate all United
States Government authorities extending ald to Greece and give‘general
assistance to the Mission in the United States. While basio Mission policy
would, of course, be made in Washington, the Mission should be an autono-
mous operating unit with as broad powers as are consigtent with Congres~
sional legislation, It should not be a mere field agsnt for a main office

‘
[
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in Washington, It should have complete authority to advise the Greel
Government, disburse funds, program su@plies and make contracts for re~
construction.

Coordination between the Mist n and the American, Greek and British
military authorities presents a prcolem, because such a large part of the
foreign aid and internal revenue being supervised by the Mission would go
to the military. Relations with the British and Greek armed forces should
be through the military section of the Mission. The head of the section
should be one of the principal advisors of the Chief of the Misslon, so
that military and civilian activities can be fully coordinated. Similarly
in the United States the military and civilian programs should be coordin-
ated through the officer of the Department of State in charge of the pro-
gram with the assistance of representatives of the War and Navy Departments.

The Mission should operate as an entity separate from the American
Embassy. The two will naturally have to work in close cooperation; the
Mission should keep the Embassy fully informed of the general nature of
its work, and on all matters of importagcé‘the Embassy shoul@ be consulted
before action is taken. It would not be desirable to give the Embassy any
reéponsibility for the Mission's work since the Ambassador should be in a
position to counsel the Mission and to report objectively concerning it to‘
the United States Government.

Appropriate means should be deviged for keeping the United Nations
and specialized and associated agencies informed of the operation of the

Mission.
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CHAFTER I

FUBLIC_FINANGE

General Comments_and Conclusions.

Greek expenditures for the fiscal year beginning April 1, 1947,
are tentatively estimated at approximately 200 percent in real terms of
1938-39 expenditures, while tax revenues are estimated at &5 percent of
1938-39 (see Tables I, II, III, and IV). Apart from the military,
which constitules 32 percent of the estimated total outlay, the hudget
reflects the extent to which the entire economy is directly dependent on
the Government, notably for the distribution of foodstuffs, for relief
to one million indigents, for operation of public utilities, and for

general reconstruction. Furthermore, as noted elsewhere in this

. Report, the revival and maintenance of agricultural and industrial pro-

duction 1s currently dependent to a great extent upon government credits
made avallable thrcugh the central bank, the Bank of Greece.

Hestoration of a sound fiscal position will entail assuring not
only that American aid is qsed wisely but also that Greek funds from
whatever source are not dissipsted. In facing the general problem of
restoration the following considerations will be of prime importance:

Fiscal Gontrols: The accounting methods of the Ministry of Finance

are antiquated and there is frequently a time-lag of several months
before expenditures and revenues are allocated to the proper budget
categories. ¥Thile strict adherence to the budget is nominally required
of the Ministries, the control by the Ministry of Finance of expenditures

by the several ministries and agencies is weak. If the budget is to be

\
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made an effective instrument of fiscal control, it will be necessary to
increase the administrative efficiency of the Ministry of Finance and to
revise accounting procedures throughout the Government. Of first import-
i ance, in this connection, is the institution of proper accounting con-
trols for the handling of State-distributed supplies. During the past
two years, neither proper inventory controls nor cost accounting controls
were maintained by the Government for UNRRA and other supplies; if steps
are not taken immediately to improve the procedures for handling supplies,
this operation of the Goverament may result in a serious deficit in the
budget for 1947-48.

Another reguired step in strengtgening control of expenditures is
the aboliticn of the so-called "special funds". These should be brovght
within the appropriate national and local budgets. The American Economic

" Mission did not make s detailed study of the number snd character of all
such funds, but there are known to exist a sizable number which are fed

AN
from special duties, fees, and other sourées, and which do not appear in
‘the regular budgets. Some of these funds are controlled by individual -
ministries and scme by public and guasi-public agencles such as port
authorities, While the sums involved are probably not grast, the exis-
tence of these "special funds” is an invitation to misuse of public money.
bxpenditures: The most important single item in the budget for
1947-48 is the cost of the military and public security. This cost is
estimated at 200 percent in real terms of tha? for 1938-39, which was
larger thaﬁ the economy could aflford and constituted 31 percent of the
\

total expenditures. A burden of this magnitude is hopelessly beyond the

capacity of the Greek Government to bear over the longer term. Therefore,

it 1s imperative that plans be laid now to reduce drastically the cost
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of the military as soon as the immediste security crisis is over. Tallure
to do this is almost certain to lead to another inflation once the contem-
plated aid program is finished and would preclude the Government from
financing even the internal expenditures for the completion of the five-
year-program of reconstruction and development.

The GOreek Government will probably not be able to finance more than
40 to 50 percent of the current level of expenditures, including military,
even after a measure of recovery has been achieved., It will Dbe necessary,
therefore, to plan the gradual reduction: of expenditures to less than
half their present level to coincide with the end of forelgn aid. This
should be possible but it will require that the Greek Government begin now
to plan elimination of subsidies to public utilities for general operating

expenses, termination of extraordinary relief expenditures, and withdrawal

from the business of distribution of essential suprlies to the general

rublic, It may be possible for the Gregk Jovernment to terminate most of
these functions by the end of the curreng\fiscal vear, and in any case
thgy should be terminated by July 194%.

It will be noted from Table III, which zives a rough breakdown of
estimated expenditures for 1947-48 as compared to 193%2-39, that ordinary
expenditures (exclusiﬁe of military and public security) for the current
yearskare not much out of line with those of pre-war and constitute only
29 percent of total expenditures, while extraordinary expenditures (also
exclusive of military), of which reconstruction and the purchase of
State-distributed supplies are the most important, constitute about 40
percent of total expenditures. On the assumptions that these extra-

ordinary expenditures of the Government other than for reconstruction can
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be virtually elimineted by the end of the fiscel yerr 1947~4%, or in any
case not loter than July, 1948, and that foreign credits can be made
evallable to finance the purchases of equipment required for the-con—
tinuation of reconstruction, it should he pessible to reduce the current
non-military expenditures of the Government to within 35 percent of the
1947-48 budget. The military is the real problem in reducing exp xpenditures
to a figure which Greece might reasonably be expected to bear.

Tax Structure and Revenues: The rebuilding of the Greek tax structure

and the restoration of revenues to the pre-war level will be an exceedingly
difficult task. Estimateg of ordinary revenues for 1947-48, while double
those of 1946-47, are only about 65 percent of 1938-39 (Table IV).

The primary probiem is one of increasing the efficiency of tsx.
administration rather than one of finding new sources of revenue or
adjusting tax rates, the principal excepbion being the nesd to adjust
import duties, In theory, the tax sysﬁem taps directly or indirectly

N
most sources of revenue and is reasonably progressive; in fact the Covern-

-ment has been deriving its tax revenue principally from a few taxes on

articles of general consumption and has collected little or nothing from
income taxes or other texes levied on persons with the greatest ability
to pay. It would be surprising if the yvield from the income tax in
1946-47 was over 10 percent 6f what it would have been if enforcement
were effective,

However, given the problems of developing direct taxation as the
primary source of revenue, it will probably be necessary for the present
and in the indefinite future for the Government to continue to depend

principally on indirect taxeu, notably import duties and taxes on articles
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of general consudfiption. It should be possible to broaden the base of
indirect taxation by developing a general sales tax, although efforts
in the past in this directien have not been successful.

In the field of direct taxation, the most promising possibility
would appear to lie in developing land and real estate taxes, primarily
as a source of revenue for.local governments. ‘

For the longer term, there is a crying need to simplify the tax
structure and eliminate unpfoductive £axes and those unduly restrictive

on business activity; dues levied by the local governments on the movement

of goods are an outstaﬁding example of the latter. At present the national

Government is levying some 45 taxes, most of which yield very little‘and
many of which probably.do not pay the cost of assessment and collection;
While & study of the entire tax structure, incluyding allocation ofvthe 'g ' é
sources: of revenue between the national and local governments, needs éo

Y Iy Py . !
be undertaken -at once as a basls‘for'%ong~run reform, experimentation in

L

siﬁ@lification of the tax sbructure Will!brObably have to he postponed
for the present. Effort will‘ha&e Yo be concentrated on strengthening
tax erforcement and exploring methods of “augmenting revenues from present

. sources.

Budget Estlmates 1947-48

The tentatlve estlmates of expendltures and revenues for 1947—48 .

 ‘(Table= I and 11) ave based on prel]mlnary budget estimates of thea

; iry of Flnﬂnce Wlth the follow1ng exoeptlons' (1) Lhe esblmated
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five-year program; (3) estimated tax revenues were increased by 32 per-
cent and extraordinary receipts from the sale of surplus property were
increased by 36 percent over budget estimates., The preliminary estimates
of the Ministry of Finance were made hurriedly in March and are now in
process of revision. The Ministry's estimates together with the revisions
indicated in the attached tables must be considered as preliminary and
will have to be adjusted after detailed study by the American Recovery
Mission in cooperation with the Ministry of Finance,

The Ministry's estimates of expenditures are undoubtedly liberal
in certain instances and savings in a numbsr of categories should be
poszible when the budget has been worked out in detail. The Ministry's
estimates of revenues, even with the additions shown in Table II, are
probably conservative, although measures to augment revenues will probably

‘thave to coume from the Americen Recovery Mission rather than from the

Government. It should be noted that thnginisﬁry's estimates for both
revenues and expenditures were meaningles; unless the deficit was made
‘up from abroad, inasmuch as any attempt to cover the deficit by +the
printing press would have resulted in hyper-inflation almost immediately..

In appraising expenditures and the data available on the experience
of 1946~47 is of limited value. It will be noted %rom Table V, which
gives the Ministry of Finance's estimates of expenditures for 104647
that the budget for 1947-48& appears to provide for a 100% increase in
expenditures. This incresse, however, is apparent rather than real’
The éfficial figures for 1946-47 show only the cash outlays of the
Government and do not indicate the. extent to which the requirements of

provi

- the military were meb by supplies

¥

ded by the British and the
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extent to which relief, rehabilitation, reconstruction and other
obligations of the Government were met directly with UNRRA surplus
and supplies provided under foreign credits, entirely apart from those
cash expenditures financed in part through the sale of a portion of the
supplies received under foreign aid. If the budget had been properly
established to show the use of supplies provided under foreign aid and
the value of the supplies costed to budget categorias, the total expenditure:
ror 1946-47 would be in excess of those indicated for 194748 (Table I)
as is evidenced by the value of supplies received during the period
(Table V).

Expenditures and State Enterprises
1947-48 '

The following is en snalysis of estimated expenditures for 1947-48
by principal categories and of expenditures and revenues of state enter-
i prises:

Salaries and Weges (exclusive of militery): The solary element in

the estimated total expenditures for 1947-48 is espproximately 10 percent
‘of 437 billion drachma. As compared with 1946-47, the wege bill shows an
inersase of about 60 percent which is primarily due to the blanket increase
of 100,000 drachmae per person per month granted in February, 1947; how-
ever, this comparison is not entirely justified inasmuch es during 1946
government employees received payments in kind from .-UNRRA supplies which
do not appear in the budget. As compared with pre-war, the wege bill
shows @ real increase of ebout 44 percent as sgainst an increase in the
number of employees of about 65 percent, the pre-war number of employees

being ebout 55,000 as compared with about 90,000 et present.
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Fven with the February increase, the salaries of Greek civil
servants are low compared to pre-war and to wage rates in private
: industry. As discussed more fully in the chapter on Government Admin-
istration, savings in the wage bill will have to come from reorganizing
i the civil service and eliminating unnecessary employees rather than from
a general reduction in wage rates. Fhile some reduction in the number

of employees may possibly be made at this time, a full reduction to pre-

war levels will protably have to await the termination of extraordinary

government functions such as the distribution of foodstuffs.

Pensions: The pension bill for 1947-4&, sbout 9 percent of total
expenditures or 360 billion drachms, is & heavy burden on the State.
The bill shows an increase from 1946-47 of ebout @0 percent inasmuch s
planket pension increases of 50,000 drachma per pensioner per month wers
granted 2t the time of the February wage increase. As compered with pre-

war, the estimeted real cost has increased by about 90 percent and the

~
number of pensioners by about 55 percent, almost wholly due to an increase
i 4in the number of war victims. As of December, 1946, the estimeted number

of pensioners by principal clesses was as follows:

Military 23,400
Civil 25,500
War Victims 30,600

Total 139, 500

While an increase in the number of pensioners might be expected
as e result of the war, both the sizable increase in the number and the
i more then proportionate increase in the cost indicate the need for
! resurveying pension schedules and lists.

Military and Public Becurity: The estimated expenditure of 1’350

billion drachma for the military shown in Teble I, of which 650 billion
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is for internal expenditures and 700 billion for supplies from abroéﬂ ?f“‘
($100 million at 7,000 drachma per dollar)lé'is based on tentative budget
eétimates ror internal expenditures and on British data for external
expenditures. This figure may be subject to & wide margin. It was not
possible 1o obtain either a precise breakdown of the supplies which the
British have been providing the Greek forces or of the supplies which

the Greek forces will be procuring internally. Furthermore, there are
inherent uncertainties in attempting to estimate the cost of ahy military
campaign. /

The tentative budget estimate of the foreign exchange cost for the

military was approximetely 50 percent higher than that indicated above.

In moking this estimate, the Ministry of Finance had only a general
indication of the cost of supplies being provided by the British and
also assumed that if the Greek Government were forced to procure such
supplies on the open market, the cost‘wg?ld be substantially higher than
if procured through British channels. Da%a frem the British Embassy in
Washington on the aid to the Greek military places the cost for the 15
months period ending Merch 31, 1947, at ebout $124 million and current
aid at about $8 million per month. On the basis of this information,
en allowance of $100 million for external supplies was included in the
budget estimates for 1947-48 in Table TI.

0f the internal expenditures, approximately 400 billion drachma,
or about 60 percent, is troop pay for an estimated number of forces as

follows (British estimates):

1/ This rete is used for all foreign exchange items for 1947-48 on
the assumption that the official exchange rate will be adjusted
to approximately this figure.
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Army 115,000

Gendarmerie 32,000

Air Force 5,000

Navy 12,000

Police 7,000
Total 172,000

Distribution of State Supplies (including surplus property and

UNRRA): The history of the past two years of the State handling of
UNRRA and other supplies presents a very bad finencial record. Until
April 1946, the receipts from UNRRA supplies were not even covering the
costs of distribution, gnd it was not until the late fall of 1946 that
the prices of State supplies sold on ration were adjusted upward go
permit the Government to approach bresking even. Since no adequate
accounts were kept of these operations, it is impossible to determine
the extent of the subsidy to various elements of the population through
the distribution of these supplies.

At the present time, the Govern@ent is selling in the principal

~
urban areas # daily ration of ebout 750 calories per person, consisting

. principally of bread with very small amounts of sugar, flour, sausage

end tes alt prices sversging less then 50 percent of current internal
sree market prices. The Government is #lso disposing of the remaining
stocks of UNRRA foodstuffs and other supplies, as well as disposing of
United States war surplus property. _

In the tentetive budget estimates an allowence of 560 DHillion
drachma ($80 million) is made for the Government purchase of supplies
for generel distribution. This figure may be subject to substantial
modification in either direction when the final programming of imports
and handliné of state supplies has been decided upon; however, adjust-

ment of the figure, while affecting the magnitude of the budget, should
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not result in a disequilibrium of expenditures and revenues if proper
pricing policies are pursued.

From the sale of State-purchased supplies and UNRRA stocks, the
Government's estimate of gross receipts is 920 billion drachme and the
estimate for receipts from surplus property, adjusted upward by 32 per-
cent fromythe Government's estimste, is 210 billion drachma (Table II1).
Against these receipts is an estimated 320 billion of costs for handling,
processing and distribution. The estimated proceeds from State~purchased
and UNRRA supplies, after allowance for the distribution of &4 billion
drachmas of supplies to indigents, would appear to permit the Government.
to sbout break sven for the year in this operation.l/ The estimate of
210 billion drachma gross receipts from surplus property is based on the
assumption that from $25 to $30 million of surplus property will be sold

to the generrl public. This estimete of receipts is prohably high rather

- than low, given the problems of bulk procurement and disposal of the con-

glomeration of surplus items, AN

~

Tt cannot be emphasized too strongly that the realization of the

above budget estimetes .presupposes & far greater degree of efficiency

~on the part of the Greek administration than it has exhibited over the

past two ycars, end will require constant supervision by the American
Recovery Mission of price policies and handling and accounting procedures.
Further, while it will probebly be necessary for the Governmment to con-
figue to distribute essentiels at fixed prices to the generel public for

the whole of the present year to insure some degree of equity in

1/ A rTough estimate of UNRRA stocks on hand in February, 1947,
indicated a value of about $45 million, mostly non-food items.
toclks from the 1947-48 UNRRA procurement program should about
offset relief outlays.
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distribution, this function of the Govermment should be termineted as
rapidly es economic recovery will permit.

Health and Welfare: This item of expenditure, although only about

6 percent of total expenditures or 259 billion drachma, is of perticular
importance beceuse it includes the estimated expenditures for relief of
the 1 million persons classed as indigents, Of this number an estimated
250,000 to 300,000 are employeble and should be removed from the list as
employment is increesed by the reconstruction program and general recovery
is stimulated by the aid program. The allocation of 84 billion drachmz is
not large considering the number on relief; it will not provide more than
a 750 calorie daily ration per person. Any saving on this amount will be
dependent on a forced reduction in the indigent list and absorption into
the economy of the employables.

Tt will be noted from Table III that the costs of other heslth and
welfare activities are not out of linq with those of 1938-39.

N~
Posts. Telephones, Telegraph: Prior to the war, the Government-

. operated system yielded a small profit, but during 1946-47 and 1947-48

ﬁill show a loss. Rates are high and the return ofprofitcble operations
will depend upon a restoration of facilities end 2 general recovery of

the economy rather then on an adjustment of rates. A comparison of returns
for 1938-3v (edjusted to the 1946-47 price level) and estimates for 1946-47

and 1947-48% are as follows (in billions of drachma):

193¢-39 1946-47 194748
Receipts 69 43 45
Expenditures 58 5L 757

Deficit or Surplus +11 ~-11 -30
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The increase in the estimated deficit for 1S47-48 over 1946-47 is
due in part to wage increases. However, some savings may be made on the
budget estimates.

Government Monopolies: The Government maintains monopolies in

cigarette paper, playing cards, matches, quinine, nercotics, saccharine,
emery, kerosene and salt. The last three are the most important. Neither
the expenditures nor revenues of the monopolies are of particular importance
in the budget. Net returns in 1938-39 (adjusted to the 1946-47 price level)
were 54 billion drachma as compared with estimates of net returns for
1946-47 of 12 billion and for 1947-48 of 18 billion. The estimates for
194748 are conservative in view of the extent of the aid program.

The three principsl monopoly items -~ salt, matches and kerosene -
are priced 140, 166 &nd 70 times above pre-war respectively. Some incresse

in the return from kerosene might be obtained by raising the price, but

possibly this basic necessity of the general population should be left

.
untouched until a greater degree of recovery has been achieved.

Coastal Transport: The operation of the coastal transport is an

emergency poslt-war activity of the Government, Before the war, this was
a field of private enterprise. Although further investigation of the
problem is required before any action is teken, available evidence
indicates that the Govermment should take steps immediately to turn this
operation back to private enterprise. For 1946-47, the estimated deficit
of the operation is 6 billion drachma and for 1947-48 is expected to be
11, the increase being due primarily tc wage increases,

Subsidies to Public Utilitieg: This item of expenditure, about 60

billion drachma or 2 percent of the budget, which in the case of privaté




HARRY S, TRUMAN LIBRARY
Papers of
Stuart Rice

Ccompmitd

— T ———

- 14 -
enterprises will take the fmarm of loans, is primarily for operating
expenses of the railroads. Also included are some grants to munici-

palities and other legal entities for essential services. Because of

i
1
!
H
i
i
i
i
|

war damage to utilities and the low level of economic activity, the
elimination of these subsidies must await further reconstruction and

recovery, although some reduction should be possible by the end of the

fiscal year,

Public Works and Reconstruction: The Government's estimate for

% 1947-48 of 75 billion drachma for the maintenance of public works is

! less than 30 percent of pre-war (Table III). The pre-war figure probably
i included some development; nevertheless, the amount ollowed for 1947-48
is small, The Chepter on Reconstruction and Development scts forth the
Mission's estimates of capital expenditures for public works.

Tax Bevenues 1947-48

The following is an analysis of the Greek tax structure by principal

~
categories and the estimeted revenues for 1947-48. As will be noted from

Table II, the estimates in most instances are unchanged from the tentative

estimates of the Ministry of Finance and are probably conservative con-

sidering the increase in tax returns for oll sources which should, but

: not necessarily will, follow from the American eid program. Nevertheless,
the estimated revenues are sbout double those for 1946-47 and to realize
them will presuppose a marked increase in the efficiency of the tax

administration.

Income and Inheritance Taxes: In theory, the Greek law provides
for heavy texation of incomes on a progressive scale, However, the

feturns from the income tax are probably but a fraction of what should ’
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be expected if enforcement weﬁe effective. As a practical problem, the
application of an income tax on a Western basis is confronted with

almost insurmountable difficulties at the present time and, while measures
can be taken to strengthen the enforcement of the income tax, ﬁrogress is
likély to be slow.

" The primary d‘iffic'ult‘y in developing the income tax as a principal
source of revenue in the short run is the lack of basic data upon which
the enforcemént of an incoﬁe tax depends. First, there is not even a
Goverrment registry of those:engaged in industry, commerce, and the pfdf
fessions, Second, only & few largé concerns in Gfeece maintain accounts

in the modern sense of the term and many small undertakings do not main-

i

tain books of any kind; there is no bod& of independent accountanﬁs'upon

whose appraisal of earningé of businegs enterprises the Government can
V ¥
rely. Third few Greek bu51n68> “transactions are reflected in bank

transfers, ﬂnd hence it is 1mD0851b1e to check even the gross trrnsaotlons

.

- i \
of individual businesses at:this source. -

%

As drmediate s&eps the»Gpvernmeﬁt should- survey and :classify for
% ’ . tax ﬁﬁrpéses all persoﬁs engaged in cémmerce, industrj and:thg professions
and should establish prescrlbed occounts o be mainbained on o current
ba518 for’lnvome tax purposes for at least the prlnc1pa1 categorles of
business activity, Thls 1ztter step wlll requlre ‘considerable prepara toryf'

<studv ﬂnd 1n1t1a11y thp classes of bu81ncss g which ere requlred to m%‘

Lo E]

t in preﬁcrloed accounts will Drobably have to be 11mited in nunbel Pnd
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The general structure of the Greek income tax is as follows: First,
all net income, individual and corporate, is subject to taxation at flat
rates under six so-called "analytical categories", namely, income from
buildings, income from land, income from securities, income from commerce
and manufacturing, income from salaries and wages, and income from inde-
pendent professions. Historically there was a seventh category, income
from agriculture, but this was abandoned in favor of taxes on specific
agric&ltural commodities. The income under each category is taxes separ-
ately: for example, an individual receiving & net income from securities
is taxed thereon at the flat rate irrespective of his income (or loss)
from buildings. Second, individuals receiving a net income from all
sources over and sbove a fixed amount are subject to & progressive "com-
pound" or surtax. Third, businesses and professions are currently sub-

" Jected to special assessments - known as the "Professional Tax" - based

’

on presumed ability to pay, regardless of profit or loss. In theory
N s

these assessments, which are nominally fixed in terms of a multiple of

the concerns'actual or computed pre-war rent, could constitute a tax on

capital rather than on current net income, but in practice they are the

only practical method whereby the Government is able to levy even a

‘relatively small tax directly on the income of the business community.
The estimated returns for 1947--48 from the several categories cf

income tax together with inheritance, gift and lottery texes are as

. follows (in billions of drachma):
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Tentative
Budget
Category Estimates Additional Total
1. YApalytical Tax
a. Buildings 26,6 - 26,6
b, Land o2 - W2
c. Securities 3 - 3
d. Commerce & Manufacturing
(1) Limited Liability Cos. 8.1 - 8.1
(o) Other 2.0 - 2.0
e, Salaries and Wages 4.5 - 4.5
£. Professions (neg.) - (neg.)
2. "Compound" Tax 1.0 - 1.0
3. "Professional' Tax (on presumed
ability to pay) 72.1 34,0 106.1
4. Inheritance Taxes 7.0 - 7.0
5. Tax on Gifts and Dowries .8 - .8
6. Tax on Lottery Profits 5.0 -~ 5.0
Totals 127.6 34.0 161.6

The tax on income from buildings is currently 33 percent after an
allowance of 25 percent to cover depreciation, insurance, etc., and a
personal exemption of 60,000 drachmas per year. This compares with a

pre-war tax rate of 16 percent after an allowance of 17 percent.
“~

“

The income from buildings has been very severely restricted due

* to rent controls, which are the only price controls which have been

generally enforced in Greece. Property owners are in many instances
unable to meel maintenance costs let alone gain a net profit., During
1936, rents on shops were restricted to 20 times those of October, 1940;
rents on dwellings in general were restricted to 12 times, and those on ‘
dwellings of salaried classes to 8 times. As of January, 1947, legal
rentals on shops were raised to 50 times pre-war and those on dwellings
in general to 25 times. Where it can be shown that the tenant has an
income of five times the rental or the ability to pay, the maximum legal
rentals for all categories is fixed at 90 times pre-war, These controls

‘

dpply only to leases made before September 1, 1946,
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Increased returns from the tax on income from bulldings will be
dependent on the further 1ifting of rent ceilings. This issue in fair-
ness to the property owners and in the interest of increased tax revenues
should be considered at an early date, It will require reconsideration
from time to time in the light of wages, the cost of living, and the
fiscal position of the Government.

The present tax rate on income from leased lands is 40 percent
after a general exemption of 5 percent for depreciation, etc., plus a
personal allowance of 60,000 drachmes per year. The pre-war rate was 18
percent with no personal exemption. Information to judge the effective-
ness of the enforcement of this tax is limited, but it is probably poor
since there cxists no adequate registry of land ownership. This is
another point at which the Govermment should take steps to improve its
basis for assessment and collection.

The tax rate on income from securities and intangibles is also 40
~
percent as against rates of 17 to 19 percent pre-war. The principal leak

. in this tex is probably on income from investments abroad, a defect which

it will be hard to correct, The Govermment should at least attempt to
require registration of all foreign investments held by its nationals.
On domestic securities, the most practical step which could be taken to
check evasion is the elimination of all bearer securities. This would
permit collection of the tax at the source of payment.

The rate of taxation on commercial and industrial net income is
40 percent and is applied to undistributed profits in the case of 1i@ited
liability companies., This rate is now applied to all assessed income
over and above three times the amount collected under the special "Pro-

fessional Tax!" based on presumed ebility to pay. The pre-war tax rate
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. on the net profits of Greek limited liability companies wes 15 percent

and for all others 19 percent.

Wages and salaries are currently taxed at the rate of 1 percent
after a personal exemption of 120,000 drachmas per month. Although
this rate is low, income from this source, as in the case of income
from other sources, is subject to the compound tax for which the exemp-
tions are low.

The independent professions, commerce and industry are et present
subject to the special "Professional Tax" and similarly are taxed at a
flat ratz on all éssessed income over and ebove three times the amount
peid under the special assessment. The flat rate is 20 percent,

Individual incomes from whatever source are subject to a progressive
fcompound" tax when total net income after allowance for payment of other

taxes exceeds 5 million drachmas. The tax ranges from 3 percent on the

* first 1 million drachma to 65 percent on all over 95 million drachmas.

(See Table VI for schedule in effect dﬁ%ing 1946-47). At present the
Ministry of Finance is planning to recommend substantizl increases in
Ehe rates for 1947-48, particularly in the higher hrackets. However,
what this may mean in returns in an open question in view of the problems
of enforcement,

The "Professional Tax" on businesses and the professions, which is
expected to yield about 65 percent of all income and inheritance taxes
in 1947-48, is not an income tax in the Western sense of the term, but
constitutes the only feasible method of levying direct taxes on enter-
prises under present circumstances and will continue to be the only
feasible method for an indefinite veriod of time. As originally insti-

tuted in the middle of 1945, the tax was levied on the entire business
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community, which for purposes of the tax was divided into six classes,

b The tax was fixed as & multiple ranging from 3 to 30 times of hypothetical
rents of October, 1940. As now constituted, the tex is levied on an

individual raether than a cless basis end the multiples range from 5 to

300 times the pre-wer known or computed rents of the establishments.

However, the device of fixing the tax in terms of & multiple of tke pre-

war rent is primerily a fiction for purposes of computation and the tax
is assessed on general indications of profits and ability to pay. The

assessments are made by committees consisting of a member of the trade,
a taex inspector and another civil servant of the Ministry of Finance.

It will be noted from our breakdown of the estimated receipts from
the income tax for 1947-48, that an increase of about 50 percent over the
Ministry of Finance's estimate from the "professional tax'" is indicated.
Even with an upward adjustment of assessments to make up this amount, the
business community will, by all indicatiqns of profit margins in Greece,
be bearing a relatively small fraction of the tax burden, and it may be

’ possible L. increase this estimate even further. However, as with the
income tax in general, the problems of assessment and enforcement place
great obstacles in the way of making this make-shift form of income tax
yield substantial revenue.

The administration of the income tax is briefly as follows: Assess-
ment and collection are separate functions. Any assessment may be appecled
to special tax courts consisting of a judge, a civil servant, and a member
of the public., (About &0 percent of assessments are appealed.) Appeals
to higher cougts are also possible, though rare in prectice. The same

courts also hear the Government charges of tax evasion.
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The present penalties for evasion of the income tax law are 10 per-
cent of the tax for failure to file a return on time, 20 percent of the
difference between the correct amount of tax and the amount declared in
the case of incorrect returns, and 30 percent of the tax in the case of
feilure to make a return. Enforcement of the tax would probhably be facili-
tated by increasing these penalties as 1s now being contemplated by the
Ministry of Finance. A more important step would be to amend the tax law
to meke willful evasion of the income tax a criminal offense punishable
by imprisonment, Neither step will probably meke much difference in
immediate returns from the income tax but they ere dssirable in providing
a basis for improving income tax enforcement over the long run.

In addition to the income tax, the Government levies inheritance,
dowry and gift taxes on the basis of progressive rates which in range
are approximately those of the compound tax, varying from 3 to 65 percent

~

depending on the blood and marital reletionship of the donor to the

~

recipient and the sum of the bequest or éift. As with the income tax,

- the problem is enforcement rather then rates, although the Ministry of

finance is contemplating an increase in the rates in an effurt to augment
revenues from this source.

Import Duties: The weakest spot in the Greek tax structure, and
a weakness which can and should be remedied at once, is the pressnt
system of tariff duties. Prior to the war, customs duties were the
principal individual source of revenue of the Government and in the
post-war period will continue to be the principal source because of the
nature of the economy.

The need for an adjustment of duties arises primarily from the

fact that while the internal price level has risen by at least 145 times,
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since post war, the specific duties levied by the Government have been
adjusted upward generally only by 40 times. The profit margins arising

from the difference between internal and external price levels are cur-
rently in excess of 100 percent on essentials and reach fantastic heights

on luxury goods. A further reason for a complete revision of customs
schedules is that the present duties were drawn up not only for revenue
purposes but also to foster e self-sufficient pre-war economy. The effects
of tariffs on the pattern of develepment of Greek industry and agriculture
should be reexamined; it is important that the schedule of duties be ro-
vised not only for rcvenue purposes but also to assure that the pattern

of duties facilitates reconstruction and development in the light of present
conditions.

While an adjustment of the exchange rate, which it is assumed will

© be about 7,000 drachma per dollar, will reducc to 2 degree the gap between

internal and external prices, such a step is not a complete solution of
~

~

the problem, It is importent not only that duties be raised to increcse

-current revenues but also thet in the period immedistely ahead prices be

forced to adjust themselves tou the pattern of duties which will have to bhe
imposed in the longer term for revenues purposes. With American assist-
ance to assure an adequate volume of essential imports, it should be
possible to raise tariff duties to meet this requirement without inducing
a genersl increase in the free market prices of essentials., Ralsing of
duties will, of course, establish a higher floor on the prices of such
items for the longer term than would otherwise be the czse.

In calculating’the returné from import duties for 1947-48, as shown
in Table II, it is estimeted that $200 million of the $320 million of

imports for the civilian economy will be significant. Excluded are
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State-imported essentials for general distribution and relief and fuel
for utilities which are now subsidized by the Government, Also a small
allowance has been made for the private importation of capital equipment
without substantial duties. On the tox base of approximately $200 million,
it is assumed that duties equivalent to about 27 percent ad valorem will
be collected at the exchange rate of 7,000 drachme per dollar. This

On these assumptions, total collections on imports would be about
378 billion drachmas, of which 280 billion are shown in Teble I1 under
the heading of "import duties” and 98 billion are included under the
heading of "turnover tax". ,This latter tox is now assessed at rates of
1.5 to 6 percent on the gross turnover of demestic manufacturers and on
imports, Tt is helleved that adjusting the "turnover tax" rates to about
7 percent ad valorem on imports will give somewhat greater flexibility
to the tax structure than to increase ?he specific duties to obtain the

AN
full amount indicated above. However, thls guestion must be setiled in

“the light of adminlstrative problems.

Turnover_Tax: The Ministry of Finance estimetes that the turnover
pax on domestic manufacturers will yield about 36 billion drachma for
1947-48. The tax rate of 6 percent is about double the pre-war rate,
but the present large spread between prices &t the manufacturing and
retail levels would probebly permit even a further increase in the tex
without affectingiretail prices perceptibly.

The turnover tax is in fact a manufscturer's sales tax and is
favored over a general sales tax at the retail or wholesele levels by
the Ministry of Finznce becsuse of the difficulties of checking gross

transactions of the larger number of units. Enforcement of the tdx even
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on manufacturers is at present difficult, Fowever, it would be desirable
for the Government to gather the information and develop the techniques
whicﬂ would permit the early institution of a general retail sales tax.
Such a tax would provide a much broader base thén the present turnover

tax.

Tobacco Ceonsumption Tax; Apart from customs duties; the tobacco
!

consumption tax is the largest single source of revenue of the Government;

- it is estimated at about 19 percent of total ordinary receipts for 1947-48

or 228 billion drachma. The fact that the tobacco consumption tax yields
such a high percentage of returns is more of an indication of the inequi~
ties of the tax system and the inefficiencies of the tax administration
than of the importance which this tax shbuld assume in a well-balanced
system,

The present tobacco tax ranges from sbout 64 percent of the selling
price of the common qualities of cigarettes to zbout 71 percent for

luxury cigarettes., It is doubtful if revenues could be increased by
v‘\

further increases in these rates.

Tobacco Froduction Tax: This tax is the only one of a number of

ordinary taxes levied on agricultural produce which individually yields
a significant revenue, Among the others are taxes on the production of
olive oil, clives, raisins and currants, The tax is paid by the grower
and is collected at the time of sale,v The rate is 18.8 percent on the
sale value of the tobacco, ‘as compared with a pre-war rate of 17.8
percenﬁ; the expected yield for 1947-48 is 25 billion drachma.
Stamp_Dues: Stamp dues are collected for both civil and commercial
documents. Fixed dues range from 180 to 100,000 drachmas, depending on

the type of dotument, and proportionate dues based on the values of
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documents range from 1 to 3 percent for ¢ivil and from 5 to 10 percent for
'cqmmerqial documents.
The fees aré high, probably too high in some instanges, and there
ig probably considerable evasion on commercial documents. An increase

of returns over the 73 billion drachma estimated for 1947-48 will depand

on an improvement of administration,

Entertainment Tares: FEntertainment taxeé are levied on public shows,
¢cinemas, luxury bars and restaurants, touriat hotels and establishments
of games of skill and chance. Tax rates are high and probably little
further revenue can be expected from this source. It will be noted from
Table IV that the anticipated return of 42 billion drachma Tor 1G47-48
1s more than double the return from similar taxes in 1938-39.

Trangportation Dues: The tax on passenger and freight tickets for

railways and trams is 20 percent and for ships and planes is 15 percent
. (the Hellenic Electric System rate 1s fixed at 5 percent by agreement).

The estimated revemms for 1947-48 is Ii\b}llion drachma as compared with
2/ billion drachma in 1938~39 (adjusted). Rates are higher than pre-war
ind further returns will depend on a restoration of facilities and the
general recovery of the economy.

Alcohol Consumption Taxes: The anticipated yleld from this scurce
for 1947-48 is 35 billion drachma compared with 58 billion in 1938-39
(adjisted). In spite of lower consumption in some categories, considera~
tion should be given to adjusting tates in an effort to bring the yield
closer to the pre-war level.

Luxvry Articles Taxes: The pre-war vield from taxes on luxury
articles was negligibie; rates of 10 percent were charged on both imported

’
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‘items and on domestic manufacturers. Current rates range from 30 to

60 percent on imported luxury erticles and from 10 to 100 percent on
domésticaly produced articles, If the impdrtation of luxury items is
virtually eliminated in 1947-48, as is recommended to conserve foreign
exchange, the estimate for 1947-48 of 12 billion drachma may be too high.

Export Tax on Olive Qil: At present there exists no export duty

on olive oil and its exportaﬁion is prohibited.' In planning the
resumption of exports of olive oll under license,iit is proposed as

a transition measure to place g duty on the export of olive oil, which
may be adjusted downward at the discretion of the Ministry of Finance
in consultation with the propoéed Foreign Trade Administration,

This tax will (a) lessen the tendency of the price to rise sharply as
the sales begin abroad where orices exceed the domestic price by over
100 percent and (b) assure the Government a reasonable share of the
profit arising from the difference in domestic and foreign prices,

The application of the tax must be flexible in order to insure
~

~

that as the domestic price rises and the foreign price drops, as may

< .occur over the coming year, the tax does not destroy the incentive to

export. Therefore, the tax rate, whether fixed on a specific or ad

valorem basis, must be susceptible of continuous adjustment.

The estimate of 50 billion drachmas as the yield ffom the tax
is based on an export figure of 25,000 tons at a tax rate of =bout
2,000,000 drachmas per ton.

Finance of Local Governments

Apart from the nationai Government, the only tax jurisdictions in

Greece are those of thevmunicipalities and communes, The municipalities

number 156 and the communes 5,6505 'The'degree'of autonomy exercised by

'
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the local governments in tax matters is limited, and in general local
fingnces are subject to supervision by the national Government.
The local governments undertake a wide range of functions, including

public works, local utilities, and health and welfare activities, but

"here also their power is limited. dlthough the burden of education

and the police has been borne by the national Government since 19?0,
the local governments are responsible for the digposition of some of
the funds for these purposes.

Prior to the War, the total receipts of tﬁe local governments were
equal to somewhat less than‘iC percent of the national budget and
amounted to 1.6 billion érachma in 1939-40, the equivalent of 232
billion drachma at the present price level. Of the total receipts,
direct'and indirect tazes were 60 percent; duties and fees 11 percent;
State subventions 5 percent; and miscellaneous receipts 24 percent,

0f the total tax receipts, about 35 percent represented taxes
collected by the national Government bn\?ebalf of the locsl governments

in the form of additional percentages on taxes levied for national

‘Covernment; duties on imports, taxes on income from buildings, and

taxes on leaf tobacco were the most important., About 50 percent
were derived from texes on the movement of goods to market; and the
remaining 15 percent were derived from a multiplicity of taxes of
small return.

Available data on. the financeg of lccql gavernments since Liberation
is limited and the Miésioﬁ was only able to explore the problems of

local finance superficially., However, all available information ;

poinﬁs to thé existence of a state of chaos in loeal fihanqes.and the
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nessity of completely %ebuilding the sources of revenue of the local
governments, Tor the year 1945~46, the iatest for which information
was obtainable, total receipts were about 10 percent of pre-war in
real terms, or about 20 billion drachmas. About 640 communes were
repbrted to have realized no receipts for the year. Some improvemsnt
was expected for 1946-4i7, but far from sufficient to permit the
resumption of financing of normal activities.

The current principal source of local revenues is the archaic tax
levied on the value of goods moving to market. After the present emergency,
it will be desirable to abolish this tax as unduly restrictive on the
movement of goods, but this will be possible only as alternative
sources of revenue can be found.

In apporoaching the problem of rebuilding the revenue sources of
thé local governments, a study should be instituted of the present
division of sources of revenue between the local and national govern-
ments., In this connection, one of thﬁxmost promising possibilities

-
as a source of revenue for the local governments would appear to lie

. in the development of the land tax. At the present time, the national

Government is levylng a tax on land classified under five categories.

The rates are nominal and the primary pwrposs in instituting the tax
was to gather information as a basis for developing an equitable

direct tax on agricultural holdings. This tax should offer possibilities

of ultimately yielding substantial revenues and its administration

would probably be more effective if handled by the local governments

'rathef than by‘the national Government.
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' TABLE L
Fstimated Greek Ixpenditures 1947-48 Zl
(billions of drachma)
Percent
Amount of total
-1, Pensions (including wor victims) 360 9%
2o Military and Public Security
a, Internal 650
b.  Supplies from abroad _700
e 1,350 32
3, ILxpenses of State Monopolies 22 -
4o  Posts, Telephone, Telegraph 75 2
5, Health and Welfare 259 6
6, Public Works (normal) 75 75 2
7. ' Reconstruction
a. Internal ) 335
be Egquipmeént from abroad 238
574 14
8, Distribution UNREA, Surpuls '
Property, & State Supplics
a, Adninistration & Processing 320
b. Svpplies fron abroad 860
830 21
9 Operations Coastal Transport 4L 1
10,  Subsidies to, Public Utilitiecs 60, 2
11, Othor (administration, ete,) __égg_gfm 12
Total 4,189
N S~

~

Zl Based on tentabtive bLudget estimates except for the exvernal cost of
the nilitary, which is based on British estimates, and the cxpendi-

- ture for recons®ruction, which is based on the first year of the
five year program outlined with section on reconstrection. Noreign
exchange costs are calculated on an excharnge rate of 7,000 drachnma
per dollar on the assumption that the precent rate of 1,000 will be
adjusted to opproximately this figure,

/2  TInciuded in this category are: Ministry of Finance 140; Elucaticn 120;
Agriculture 24; Justice 58; Intsrior 135 National Feonomy 8; Labor 53
Press 6; Foreign Affairs 22; Other 97, ) 1

'
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» TABLE IT y T1
ESTIMATED GREEK REVENUES 1947-48 L
(billions of drachma) ,
Tentative Percent ;
Taxes, and Other Ordinary Hevenues  Budget of Total
Letimates Additional Tohal Ordinary ¢
1. Income and Inheritance Taxss 34 162 13
2. Import Duties 150 280 23 '
3, Turnover Tax 58 134 11 !
/4. State Monopolies - ) 50 4
5, Posts, Tnlephone, Telegraph - 45 b
6. Tobacco Consumption Tax - 228 19
7. Tobacco Preduction Tax e e 25 2
8. Stamp Dues —— 73 6
@, Entertainment Taxes - ) 42 3
10. Transportation Dues o 15 1
11. Alcohol Consumpbion Taxes e '35 3
L. Luxury Articles Taxes - 12 1
13. Export Duty on Olive Oil - 5 50 4
14. Other 61 e 61 5
TOTALS 9200 282 12127 T
Tentative Percent of ;
Budget ; Total ;
Extraordinary Receipts Estimates Additional Total FExtraordinary
1. Sale of UNRRA % State Supplies 920 - 820 31
2, Sale of Allied Surplus 154 56 210 7
3. Eximbank Credit e 84,
4, Mimcellaneous Receipts 56 -
5‘ Direct U. 8. Ald NS M_J_L\f)ao*
TOTALS 1,130 ~1,820
Amount,
Total Tax Receipts 1,212 29
Total Fvztraordinary
_Receipts 2,950, __.T._
Total 4,152

! \ . . : . .
¥/ Based on tentative bLudget estimabes. ' Foreign exchange ilems are
converted at 7,000 drachma psr dollar.

SRS S R SR R R
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TABLE III

Comparison Greek Rependitures 193839 (adjusted to

(billicns of drackma)

16 647 price- Level) and 1947-48 l’wh'nated)ll

1938-39 Percent 19477 -48 Percent
l e O BOBRE 0 of fotal
1. Pmsions (inuidﬂ’ng war vietims) 189, 9 360 9
2, ZEupenses of State Monopolies Ly 2 22
3. Posis, Teleghons; Telegraph 58 3 75 2
b Health and Welfare 160 8 175 L
5, Public Works (normal) 247 12 75 2
£, Toaxes collected by National Govt,
transferred to Local Govis, 58 3 {
© 7, Other (administration, etec.) 3.8 17 {493 12
Totals 1,104 549 1,200 29%
Erbtrasrdinary (eycluslve of Mz
%, Health and Welfare (reiief) —_— 84 2
2. Operations Coastal Transport movses 41 1
3, Subsidies to Public Utilities e &0 2
4o Distribution UNRRA, Surplus &80 21
Property, and Stale Supplies
a, Administration & Proccssing(320)-- -
" b, Supplies from abroad {560) = -
5, Recohstruction R 574, 14
a, Internal (336}~
b.  FEguipment from abroad (238~ R R
Totals 1,639 40%
Fublic Debt 319 15 ———
Military and Public Security 638 _ 31 L350 32
Combined Tobals 2,061 - b 189
Gatimabed Wage Element in Abave
a. Military & Public Security - 203 10 398 10
b, Civilian Adhinistration 303 X5 437 0
/ Totals £06 R5 835 20

P

/_L TAdjustment of 193659 ewmbm:m tures
increasc in the pr‘f‘mlev‘f{l of 145 times.

!

are not broken down in this manner.

is made on the basis of an estimated

The breakdown butween Ordinar;
and Extrsordinarvy expeudilfires is rough, par ulcmar.ry as Groek cstimates
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g TABLE IV
Comnarison Greek Ordinary Revenues 1938-39
(adjustsd to 2940 price~lavel) 1G46-47 and 1947-48
(vstimated) /1
{pillions of drachma)
: Percent Percent Percent
: of . of of
1938-39 _Total 194647 _Total — 1947-48 _Total
J. Income and Irhevitance 230 13 él 9 162 13
Texes
2, Import Dubies 536 29 69 10 280 23
3, Turnover Tax 91 . 5 52 8 134 11
4. State Monopolies 98 6 34 5 50 4
5. Posts, Telephone,
Telegraph 49 4 43 7 45 A
6, Tobacco Consumption 310 17 194 29 228 19
7. "Tcbacco Production 51 3 22 3 25 2
8. Stamp Duties 126 7 50 8 73 6
: 9, Entertainment Taxes 16 1 22 3 4R 3
10s Tranmsporiation Tues 24 L1 13 2 15 1
11. Alcchol Consumption
Taxes 58 3 17 3 35 3
. 12, Luxury Articles Taxes - 13 2 12 1
‘ 13, Ekport Tax on Olive
: 0il e e 50 4
14 | Other 225 11 L 10 mn@lﬁﬂ 5
Total 1,834 661 1,212

Data for 1938~39 are actual revenues adjusted for an cstimated increzse in

the price~level of 145 times,
of the Ministry of Finance, which are coaservative,

based on adjusted tentative budget estimates,

Data for 1946~47 are December 1946 estimates

Data for 1947-48 are
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' TABLE V
Estimated Gresl Expenditures and Revenues 1946-47 [l
“ (billions of drechma)
Percent
fxpenditures Amount of total
1, Peasions 188 9%
2o Militaxy and Public Security 4585 R4
3. Exzpensas of Slale Monopolies 22. 1
4> Posts, Telepuons, Telepraph 54 3
5, Hzalth and V:lfare 107 5
6. Punlic Works (normal) ' 48 2
: 7. Reconstruction : 145 7
{ 8¢ Distribubion of UNRRA & Purchase o .
State Distributed Supplies 456 23 7
9. Opsrations Coastal Transport 30 2 '
10." Subsidies to Public Utilities 60 3
11, Taxes collected by National Govi, .
transferred to Local Govts, 33 2
12, Other (administration, etc.) a8 19
!
Total 2,029
Revenues
1., Taxes 661 45
2. IExtraordinary Receipts
a. Sule of UNRRA & State Distributed
Supplies . 630 43
b, Sale of Allied Surplus Property 45 3
¢. Sale of Tobacco acyuired by State
) " on Liberation 5
d, Other
Total
L /l v . .
Indicated deficiti-
Estimated Foreigh Ajd 1946-47 Greek Bulget {2 o
E (billions of drachma) o
1, UNRRA (estimate at current prices) 1,540
2, Eximbank Credit 91
35 MAllied Surplus Property 70
4w British Aid to Greek Military 700
Total 2,401

Estinmates based on Ministry of Finance and British Economic Mission data

as of’ December, 1946, Estimates may be subject to appreciable modification,
particularly on revenue items. The Government accounts with the Bgnk of
Greece as of February, 1947, indicated that the deficit might be as low as
400 billion drachma, Howsver, such accounts do not reflect outstanding
obligations of the Government which are usually sizable at the end of the
fiscal year. If the deficit is in the rangs of 400 to 450 billion drachmé,
it will probably reflect increased revenues from the sals of UNRRA. . and Sug-
plus Property, for which the acgounting is slow, rather than a reduction in -

~the above indicated expénditures,
. These estimates are based on'a rate of 7,000 .drachma per dollar for purposes
‘of comparison with 1947-48 estimates, Excluded is the British currency

stabilization loan of 10 million sterling, ;
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TABLE VI
X Compound Tax
;“Qg;l_&gggﬂ I Column IT _Golumn IIT Column 3V Golumn ¥
Income suhject Rate of Tax Amount o Y Tot : Tas
e sudj . nt of Tax  Tetal Net Total Tax
i‘ru tax in gerce‘{l‘t on Col, I Income sn Col, IV
_onGCoX, I
%ig Mil%jun ; ?8,822 6,000,000 30,000
3rd 1 g ?09065 5}8287888 1489388
4th u 6 60. 000 oo, 500
) ¢ 60,000 l?,ooo,ooo 180,000
7 to g n 8 160000 ‘1593889388 3385888
9 1o 10 @ 9 180,000 15000° 000 £60° 000
11 4o 12 10 200,000 17,000,000 géOyOO“
13 to 15 12 360,000 20,000,000 1 2005005
16 to 18 1 14 320,000 23.000,000 1,640 000
19 to 21 M 16 480" 000 26,000,000 2.120.00
22 to 24 " 18 540,000 297000,000 2660, 5
25 to 28 20 800,000 - 337000, ? 607000
29 to 32 23 gzoiooo ' ;gpoggpggg 2’;289888
33 to 36 2 040, 0° 7000’ .20,
7 e 20 S 175607000 150000000 & 480000
41 to 45 33 12659000 5890003000 5’500?000
46 to 50 M 37 1,850,000 557000, e
51 to 55 © 2 27 050,000 éSFOQO’OOO 10000
56 to 60 45 2 250,000 20,090,000 12,130,000
1to 70 U 50 57000000 720007000 187360 000
71 to 80 5 2 500°000" <. 425888’888 2 607000
81 to 95 O 60 9,000,000 100,000,000 L4y§§J’OUO
Over 95 65 Y L 73,889,000

r
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Chapter II

CURRENCY, BANKING AND CREDIT

GURRENGY
During the two and one-half years since Liberation, Greece has ex-
perienced over one year of extreme inflation which threatened ﬁo get
completely out of control, and one year of relative but precarious
stability during which it was possible to keep the inflaticnary prossures
in check only with the aid of substantial foreign subsidies,

By Likeration the‘drachma had virtually ceased to circulate and
trade was on a bafté? ard gold basis. As of Novembér 11, 1944 the oub-
standing note issue was retired at the rate of 50 billion drachmae to one,
a step which reduced the note issue to one percent of pre~war and siﬁi—
larly wiped out bank deposits, The exchange value of the new drachma
Was fixed at 149,5 Lo the dollar as compared with a pre-war value of
about 112 to the dollar., During the first few weeks 5f the new issuc,
prices were quoted in dr;chma at about 4 times premwari and élthough
the free mafket rate on the dollar wag'below,the official rate, gold ina
the'form of sovereigns Was‘duoted at’the’équivalent of about $85 an ounce,
(Sec Tables I and VITT)

In the first four months after the new issue, the note issue was.

i

exﬁanded to the pre-war level, largely as a result of Government expen=

‘ditures, and the price-level doﬂbled? By the end of May 1945, although

thé note circulation was only twice pre~war,‘prices had risen to 15 times.

pre-war and ‘the free market rate~onkthe dollar was about. A80 mpercent of -

ths official rate,  Gold was selling &t the equivalent of $510 an ounce,

In June, ﬁhe exchange rate was adjusted from:aboub 150 to 500 drachma

to the dollar,

,’,;Mogmting}Governmentgagi ng the 1a§t half of 1945 brought
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further drastic inflation. '(See Table II) By the end of the year, the
pr10e level had risen to 160 times pre-war, the free market rate on the
dollar was 140 times the official rate, and gold was selling at the equi-
valent of $1,500 an ounce,

In an effort, to bring some semblance of stability to the drachma,

as well as for the broader purpese of restoring the Greek esconomy, the
British at the end of the year offered financial assistance to Greece
and outlined a program of fiscal and monetary reform which culminated in
the London Financial Agreement, of January 1946, The principal provisions
of the Agreement, bearing on menetary matters were as follows:

L. A sterling currency stabilization credit of $40 million.

2. Waiver of repayment of a sterling loan of $184 million granted
in 1940-41,

3. Establishment of a Currency Committee, consisting of three
Greek members and one British and one’American member, with
statutery powers to control the.note issue,

4.” Creation of.an advisory British Economic Mission, ’ i

' “ 5, An undertaking by the Greek GQVernmént to take steps to reduce
the budget deflclt -1nclud1ng 1ncrea81ng the sale pricé "of UNRRA
ggods tp augment revenues..

6,  Adjustment, of the drachma exchange rate,

' b4

Pursuant to the undergtandlng reached with the British, the Greek

’ Government took’ the folch1nv steps, (1) the exchange rate was adjusted .

from 500 tp 5,000 drachma to “the doilar; (2) the Greek Geverrment reached

can understandlng with UNRRA regardlng the sale of UNRRA supplles Uhlch

permltted a marked increase in revenuesg although far from sufflclent tp

Ecover the budget deficib. EUrthermore, the Greeks 1nduced;the;Br1t;shfto

Fug
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greater degree of stability than the underlying factors warrant. In ap-

_praising the experience of 1946, the following considerations must, be

and IV) The sale of gold and foréién exchange was made possible in part,

-3 -

agree to the policy of gold sales to the public as a short«run.expedieht

to combat. inflation, This program was begun secretly in January and wes

announced publiciy in February, 1946, | ,
Throughout the course of 1946 the Greek price-level remained rela-

tively stable at 145 tp 155 times pre-war, and there was unquestionably

some increase in confidence in the drachma, Furthermore, the price sta-

bility was achieved in spite of an increase in the note issue of 4 times.

However, these facts would tend to indicate the achievement. of a far

borne in minds
1. Greece received during the year foreign subsidy in excess of
. N ’ ' % .
$300 millien, principally UNRRA and “British aid to the Greck military.

(See chapter on Post War Add to Greecea)

2. The inflationary effect, of the budget déficit was offset by the

net, sale of $68 nillion in gold and foreign exchange. (See Tables IIT |

by the British currency stabilization loan of $40 million,
3. Non-~recurring extraordinary revenues of the Government, primaris-

1y receipbs from the sale of UNRRA goods; constituted about 60 pergent,of

total revenues,

Lo With’the budget deficit. offset, by sales of gold and. foreign ex-
change, the pfimary s;urce of ‘the increése in note issue was agriculbural
credits e#tended through,the.Eanking'systemg,,On the basis of tﬁeflimi$4~
ed available informdtioﬁy‘it is,bélieved that théie"wés a\relativé scar~

city of currency in rural areps, arising in part from increased agricule-
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issue was not felt in the principal urban markets,

5, While statistical data is inadequate to make a precise estimate
of the velocity of qirculation during 1946, the velocity was at least, a
ninimum of 3 times and possibly as much as 5 times pre~war, As of the
end of the year, the note circulation was 40 times and the price~level
about 150 times,premwar; Private benk deposits were about 40 percent
of pre-war,

The policies which merit special comment are those én gold salcs
‘and the increased pricé of UNRRA goods, Whatever might be said»for the i
gold sales policy as a shortwrun means of "buying time", the policy in |
‘the long run was little less than admission by the Government of inabi-
1ity or unwillingness to tackle the basic causes of instabilityﬂ The
gold which was sold added nothing to national income, reduced the a&ailabk
exchdnge for essential imports, and facilitated the flight of capitai from'
Greece.,  While the rétiring of scme 260 billion drachma from circulation

in 1946 by this method was a significent deflationary factor, the undefw

lying inflationary préssures remained essentially the same as before the
sales begéno
In appraising the impact on the Greek peopie of the experience of

inflation durfng and sigce the’occupation period, it is imporgant,to
bear in mind ﬁh&t the,néﬁion has‘acquired a phobia of inflation which
:even under favorable oqﬁditions can only be dispelled with time, : This
fear is conditioned probébly~;s ﬁuch>by bo;ifical asaby purely economic
considera‘clion’S;7 particularly inasmuch as the threat of inflation comes

‘ principally from a budget put out;of balance by nilitary cxpenditﬁreso

| Aélindicative,of the iﬁportanée4of %hé political,fagtor, it should

be noted that ﬁhere has been very little private4ihvéstmént,in capital
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vide an adequate volume of imperts, should go far in dispelling the pre=

~million, Private deposits of the principal commercial banxs, exclusive of

: ohecks as a meang of payment, was relatlvely 1nsign1flcant compared to

mﬁo—v

goods or real property in Greece since Literation, This is contrary\tgugvf'
what would be expected on purely economic grounds as such investments

are usually good long-run hedges against inflation, Investment, however,
has been almost, exclusively in gold; black market exchange, and hoards

of consumer goods which could be guickly sold for gold or exchange. The
reason for this, in part at least, is that persons of means have sought
assets which would enable them to escape the country with thelr wealth

1n bhe“event of a political upheavalo

Assurance of American aid *o permit balancing the budget and pro-

sent, monetary phobias. It shopld have the effect both of reducing4the !
velocity of circulation and inducing a more nofmal flow of investment.,
Nevertheléss, after the experience of the iast s5ix years, changes in the

present psychology may well be slow; and until it is clear that the whole

climate of public feeling has‘changed,fit will be necessary to exert ri-

gorous contiol of the note issue and all forms of credit,

DANKING AND CREDIT

Prior to the War, commercial and other banking institutions played

a relatively minor role in the Greek economy. Total capital and surplug |

of the central bank and principal commercial mortgage, and savings banks

S

was less than the equivalent of $85 million and deposits were about, $300

the centrul bank, were the equivalent of about $135 million, The use of
/

the Volume of pwyments made by currency and was confined almost exclu~

sively to lwrgc commerclul in *,(SeakTable V)
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The major classes of banking institutions were as folléws:

(1) The Bank of Grecce (central bank) which had the usual funchions
cf note~issue, Fiscal agent of the Government, depository of
compulsory reserves of private banks, and rediscount‘énd opens
market operations. In praoticg, the exercise of the function
of rediscounting was limited primarily to periods of crisig
and open~market operations were not used as a means of in-
fluencing the money iarketo The central bank also engaged

in commercial banking activities,

(2) The commercial banks which confined their operations almost
exclusively to short term financing of trade and COMMBYCe ,

(3) The Notional Mortgage Bank (and one obhor) engaged in real

1
estate loans,

(4) The Government-owned Agricultural Bank engaged in extending

short, medium,‘and4to a limited extent, long term cradits to

sgriculture, ’ : SR

(5) The Government-ocuned Pdstql Savings Bank plus minor private

dnstitutions of similar character,

" Ihteréstfrates pre=wor ﬁere high compared with Wéstern Furope and

Aﬁerica and reflected the low volume of soving and shortoge of liquid

capitel, The rediscount rate of the Bank of Greesce was 6 percent,in

 the late Thirties aﬁdkthaf of commercial banks:ranged from 7 to 9 per~

. cgent, Interest rates on other than discount bills were ‘even higher;

 Agricu1tural credite of the Agricultural Bank ranged from 5Q%atp'8%

_percent, depending‘on,ﬁhé‘lengthi nd,cbarqcter;of the ioana
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deposits were wiped out by the inflation. As a result, all Greek bank=-
ing institutions since Liberation have been almost entirely dependent on
the Central Bank as o source of funds for relending, In fact, up to the
present, time the banks have been dependent on the Bank of Greece sven
for funds to meet pay-rolls, Such lending has, of course, necessitated
an eraﬂSlon of the note issue and thus has come under the jurisdiction
of the Gurrency Committee during 1946,

" The inflation experienced since Liberation has prevénted almost

, . /

any measure of recovery in the normal functions of the banking systenm

and recovery is likely to be slow even with the proposed fmerican aid,

As will be noted from Table VI, the ratio of the private deposits of thd
principal Greek banks to the hote issue was 1.6 to 1 in 1939, was up to
1 to 23 in December, 1945, ond down to 1 to 8 in Deéember, 1946, The

decline in the ratioc during 1946 exaggerates the degres of recovery in-

.
<

.
.
]
|
i

:

»f
i

|

. .asmuch as these deposits .represent principally loans For specific pur=

poses made with funds of the Bank of G@eece which had not been fuliv

. drowm down in the form of cash rather than a growth of dep051ts made
’posglble through o return, of normal condltlonsﬂ

Durlﬁg the inflation of 1945, negllglble amounts of bank credlt

were made avullﬂble for prlvabe aoconnt Durﬂng 1946 credits in linitec

amounts, made p0551ble by the eypan51on of the note isshie, were grwnted
for eosentlal wg;m culbural cormerclal and 1ndustxlal purposcs,, As of
o December 31 Lhe tobal amount of credltq outstanding for theae purposes

'wns 640 bjlllon druchma (abouL ¢ 0 mi

ion dollars at a rate of S;OQDfﬁf

’ drachma per dollar) as compare bout 40 billion»draéhma an the
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The interest rates currently in.effect, as determined by official
policy are as follows: The Central Bank lends to commercial banks at
the rate of 35 peércent for approved loans to commerce and indu$try and
to the Agficultural Bank at 3 percent, Loans to industry and commerce
are made at the fixed rate of 10 percent and to agriculture at rates of
6 to 8 percent, depending on the lengbh and type of loan0
It is reliaply reported that in actual practice the banks are lévym
ing charges amounting to an additional 2 percent per month for cormer-
cial and industrial loans, which makes the effective rate of interest
» considerably higher, V
Becausé of the demand for bank credit for speculative purposes and -
" the reluctance of pfijate copital to'inves% in other than gold and for-
eilgn exchange, ié has beeﬁ necessagy for the Currency Committed to maine
tain the most rigorous scrutlny of all bank lending., The maxina which

- were approved by the Gurrency Gomnlttee in the Fall of 1946 for various

categories of bank’credlt are-glvenxlﬂrﬁhe attached table, However, due
to the heavy demand for gbid in November, the Currency Gommittee'was
lfofced to place o freeze on all further bdnk credits and the freeze has

" been maintained with few excepltions ever since,

The r806551ty of the . closest conirol of. bank 1end1ng will contlnue

§ - for an 1ndef1n1te perlod and there are 8 number of 1ndicat10ns, such as‘
| : 'the reported adding of “an extra 2 percent to dnterest changes, vhich
"uuggest that the &CLlVlblGS of the prlvate banks should be brought undor;

: closer regulat;onq In thls connectlon, it would be adv1sable AP the

’Currency Conmlbtee were: glven the powers to require from the banks re-

- , gular reportlng as to ﬂssets, llab"c ties, and operatlons, in addltloﬂ,

'HOY Commithes »b,,Oul, ed to | cmbe ouch r'galat#
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and practices as it deemed necessary to insure effective control of the
banking system,
| Ed
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TABLE ;
' . : . A
Indices of Greek Note Circulation and Free Market Prices
\ ‘ ) \,""{(
Date Note Girculation Free Market Prices
Base: Oct. 1940 100 100
Nov, 11, 1944 (New Note
} Issue) /2 1 {od 431
Jan. 31, 1945 40 995
Feb, 28, ™ 71 783 :
Mer, 31, 102, 792, , '
Apr, 30, " - 168 987 !
May 31, " Nheoos v 205 SBSE 1,544 Ve
June 30, " o 241 AA% 1,003 /3 |
July 31, " Cowr . R67 A4 1,035 /3° I
i Aug. 23; uﬁghgésﬂxaiwyj¢¢a e SEi 303 1 5% 1,114 Z3VLmﬂ. e & %
Sept.R9, ! o 373 2 4E 1,953 : o
Oct, 31’ n Kot A ,;’cﬁ;vf'ée\:\a\; A 490 & e:?&aj& 2,981__ P zl ) Ty i
Nov, 30, " . L eyl 608 FIAT 4,858
Deco 31, " Swy Afi Tt 804 5,52 16,603 Moo
Jan. 31, 1946  Tiedasd A e et it 1,044 Wf_,é,ﬁd,lév 15,750 v
Feh, 28, " 1,736 B epdt 14,765
Mar, 31, " ' 2,213 14,982
Apr. 30, " C . 2,887 14,655
 May 31, ™ © 73,092 . 14,804
June 30, ™ S 3,271 ' 14,4269
July 31, " ) . 3,526 o 14,230
Aug.s 31, ! . C 34937 . 143129
Sept.30, ! 4,063 14,672
Oct, 31, ™ : : 4,012 v 15,645
Nov, 30, * o ~3,716 . 15,320
Pec, 31, " . . 4,319 (peelim) . ik

‘jZl .Index of Note Girculaﬁion from Back of Greece and of Free Market
‘Prices from UNRRA, Index of Market Prices is a geometric mean of
unweighted price relatives of. 20 commodities,

: /2" Conversion of outstending note issue at 50 billion to 1 drachma,

/3 Index based on official prices,
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Government Receipts and Payments as Per

Period

Nov, 11, 1944 -
Mer. 31, 1945

Fiscal Year
Apr. 1, 1945 -

Mar, 31, 1946

Fiscal Year
Aprg 1, 1946 u
Mar. 31, 1947
(9 months)

- 11 -
TABLE IT

Accounts of Bank of Greece
(billions of drachma)

Percentage Re-
ceipts to pay-

Recelipts Payments ments
1,9 11.5 17%
188,2 L1742 39%
1,151,2 145047 ' 79%
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TABLE IIT
Sources of Increase and Decrease Drachma Note Issue
From Nov, 11, 1944 ~ Dec, 31, 1946 /1
(villions of drachma) )
Sources &f Increase Jan, 31, 1946 Dec, 31, 194613
1, Credits to the State/2 96 568
2. Payments to UNRRA 3 31
3, Loans, Advances, and
Other Credits 38 643
4s Net Pyrchases Foreign
Exchange : 34, -
5, Various Accounts - -
Total 171 1,242

Sources. of Decrease

1¢ Deposits and Current : ' .

. Accounts of State . ' 12 _ 61
2y Other Deposits and k
Current Accounts. . 25 133
3a Proceeds of Gold Sales ’ i . 264
| 4o Net Sales of Foreign
a Exchange ) : e 261
5. Various Accounts 2 3
N Total N 39 722
‘ <, L\ ) S~ L R W R AR IR
Increase in Girculation - 132 520

o
:

.
:
1
i

Zl Data of Bank of Gresce,

42 Payments to State minus receipts. of State by Bank of Greece,
Includes advances for purchase foreign exchange,

/3 Provisional,
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Month

January

© February

March
April
May
June
July
August

September

October
November

December

- 13 ~

TABLE IV
Sale of Sovereigns by Bank of Greece 1946

(in thousands)

Number of Sovereigns "~ Daily Average

{
B
1

21,9
129.7
39604,
187.0
40302
221,/
112.4

53.3
115,9
1R3.5
368,8

50,8

4

RO OHMNDHEOGOMW

e & & a o n

> =

]

. B
DR B R ek

Total 21844
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TABLE V
‘ Tata on Principal Greek Financial Institutions August 1939
(billions of drachma)
Cap.& Deposits Other Lia~ Cash & due Govt, Other Other secut
Surplus bilities  from bks. Debt, Loans ities &Par~ '
ticipations

Bank of Greece 6 10.0 11,641 3.6 12,1 4ob o
National Bank 1.2 1000 1o 5 3.2 7.9 o6 ‘f
Qther Commercial i ;

Banks 29 7.0 359 «9 b 43 <6 *
Mortéage Banks 0R oly 2.9 e e 3.1 o3

: i
Agricultural

Banlk 1.3 2,8 . 1.7 ol 3,8 et
Savings . : !

Instituticns 5.1 YA 3.5 2.6 3.7 2.9 Wl

Total 9.3 . 346 25,0 7.7 19:4 . 2645 2.0

/1 Includes note issuey
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TABLE VI

/1

Bank Deposits of Principal Greek Banks
(billions of drachma)

Date : Compulsory Deposit Private Totel Ratio Private Depo-
of Public Institu-~ Deposits sits to note issue.
__tions.
" December 31, 1939 3.3 15,1 1844 1.6:1
_June 30, 1945 1.6 1.6 342 21:19
December 31, 1945 ‘ 4sO bo5 8,5 1:23
June 30, 1946 25,1 297 5448 1:14
December 31, 1946 68,7 . 63.1 131.8 ' 1:8

/1 Data from Bank of (reece. Includes Natignal Benk of Greece, BanA of
Athens, Commercial Bgnk of Greece, Tonian. Bank, Ltdq, Popular Bank,
National Mortgage Bank, and Postal Sav1ngs Bank

~

~
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TABLE VII

Greek Bank Credits Exclusive of Loans to Government

{Financed directly by Bank of Greece or indirectly through other banks)

Approved Maxima Z

. Outstanding
Dec, 31, 1946

Industry
a, Rehabilitation
b. Working Capital

Commerce

a, Imports

b. Exports exclusive of Tobacco
& Currants

¢y Exports of Tobacco

& Currants " (as
d. Cooperatives . as
Agriculture
o, Agricultural Bank '
b. Fertilizers (thru Agri,

Bank or other)

National Mortgage Bank
Woges of Banks! Personnel . (as
liiscellaneous (as

i

/1

Approved'by Currency Committes,

(billions of drachma)

15

50

10

20
approved)
approved) .
350

70

20
apprqved)
approved)

Total

38

120

31

11

v

643

Dollar equivalent outstanding credits (8000 drachma = $1) 000 o$80,4 million
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TABLE VIII

’ Greek Foreign Exchange Rates and Gold Prices &

/1

Date Drachmas per dollar Free Market as TFree l\l!arketZZ
’ Official Free Market percent of of- price of the

Gold Price per
ounce in dollarg

Rate Rate ficial rate Sovereign-- (conversions at
(in thous.drs) _officinl rate)
1938 11212 —— e ——— ——

Nov 30, 1944 149.5 124 83% 3 $ 85
May 30, 1945 149.5 720 482 18 510
" June 30, 1945 500 544, 109 13 111
Dec 31, 1945 500 6,923 1,385 180 /i -1,530
Jan 1, 1946 5,000 5,778 116 148 &¥ 127
June 28, 1946 5,000 6,130 123 136 116
Dec 31, 1946 5,000 7,307 1467 137 116

[i Based on data of Bank of Greece.,

. v
7 ~

1

12 Gold sales by the Bank of Greece began_in\Janua:y 1946 and were continued

throughout the year,
43 A%orage of annual buying rates in New York.

/4 Average price month of January., |

\
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CHAPTER III

INTERNATIONAL, COMMEIRCIAL AND FINANCIAL RELATIONS

Balance of FPaymentsg

The ba.ance of payments of Greece reflects the singular importance of
foreign trade in the Greek economy. It is estimated that prior to the
War the ratio of imports to national income excseded that of Britain and
may have been as high as one to five. It is a poor and undevelopad country
which is self-sufficient neither in basic foodstuffs nor elementary indus-
trial products. Its extensive imports are pald for by the export of agri-
cultural products, and,unlike other Eastern European countries, by invis-
ible items such as shipping receipts and emigrant remittances. Greece
has been dependent on foreign korrowing to finance most of what little
capital development has taken place and has also incurred heavy foreign
obligations in past wars; these debts were only partially serviced during
the Thirties and are noit now beilng serviced atrall.,

The country has always been primarily agricultural, but due to the
limited arable area and low productivity\the land has afforded only a

. \
very low standard of living to the relatively heavy population. Until
rgcently the industry of the country was insignificant and even the rapid
growth since World War I has only enabled her to produce 80 percent of
her domestic needs and virtually no goods for export.

In the last century as the Greek population increased and the needs
could no longer be met by the traditional olives, wheat, and herds of
sheep and goats, Greece turned to specialty crops, currants and raisins
and then tobacco, crops whose production in Gresce was especially favored
by soil and climate. With specialisation in these commodities, the

importance of foreign trede in the Greek economy markedly increased.
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Until the First World "ar there was practically no investment of
private Greek capital in industry and there has been but moderate invest-
ment since then. Primary factors in the lack of growth of industry have
been the size and character of the local market and low volume of saving.

Other factors which limited industrial investment are likely to con-
tinue to operate in greater or less degree during the next five years
and therefore are significant in an appraisal of the balance of payments.
First the tradition of Greek business men led tgem to keep their weélth
in trade. Greek merchants having handled much of the commerce of the é
Ottoman Emplre excelled in buying and selling, but having no experience
in manufacturing, did not turn naturally to industry -even though there
was in Greece a market for manufacturéei goods. Second, a sense of
insecurity and.a lack of faith in Greece's future militated againét
putting savings into local investments. Prosperous business men

sought safety for their savings through investment abroad which was at

once both more secure and more profitsble. Third, during the long years
of Turkish occupation, Greece was oriented toward the East and neither |
ook part in nor was noticeably affected by the growthvof new ideas,
- skills and téchniques in "™estern Europe.
The failure of Greece to develop small industries és wellvas the
‘high ecost of production inlexisting industries are basic factors in
the poverty of the cbuntry. if the,living standard of the mass of |
the Gfeeks is to risé much "zbove the pre—waf.level, it will be necesgary
for Greece to developyémall iﬁdustrj to abgorb her surplus farm population
and. o relywté a lesser deéree bn the export of specialty crops.

Gresce has traditionally run an sdverse trade balance, as indicated'
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by the Greek balance of payments for the years 1935 to 1938 as compiled
by the League of Natlions given below:

Balance of International Payments:
1935-1938 (millions.of dollars)

Credits Debits
1935 19361937 1938 1935 1936 1937 1938
i
: Merchandise 46,8 47.2 62 67 70,1 77 96 95
Furchase of ships 10 7
Service of public
debt 2.3 2.7 2.5 2.2 4.3 8 5 6.5

Interest & dividends -
on foreign invest-
ments in Greece
Interest & dividends
on Greek invest- .
ments abroad 8.2 7.0 6 5.8
Shipping lnccme
(less insurance) . 5 5.8 5.5 6,2 oy
i Emigrants remit- :
tances 7.4 13.8 21 17
Tourist expenditures L6 4.7 5
Government receipts
& expenditures 1.4 .8 1.2 1.2 2.9 11.8 5.
Changes in gold for-
- eign exchange com- ,
msrcial accounts '
& debts 5. 5. 5.9 .9 3.2 3.5 3.9 h
i Reduction in for- -
! elgn assets of
’ shipowners . 10 7
Unspecified movement
of funds 6,3 19 7.5 11.4 o
87. 106. 127. 123.4 87. 106, 127, 123.4 . :

3.7 1.6

()
O
fes}
~1

~
o~
~3
o
a~
hes
0
W

2.5

6.9

o

%\
1A%

Statistics from which to compile a statement of the 1946 balance of
payments have not yet been assembled. The following broad estimates were
made by the Mission from data oBtained from the Greek Government, UNRRA

and the military authorities:
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Oredits: +Debits:
Exports 33 Imports by UNRRA 198
Remittances 32 Other nen-military imports _80-
Shipping earnings 6 Total non-military imports 278
Miscellaneous 8 Military supplies 100
UNRRA 198 + Total imports 378
British Govern- . Miscellaneous a2
ment for military ’ Total -390
Suppll es _.,J:OO.._
' 377
Deficit -13

This is not a true balance of payments statement as not all financial
items have been included. The deficit of $13,000,000 shown in these
estimates was met through an equivalent reduction in the forelpgn assets of
the Bank of Greece.

In 1946 through Nevember 20th the Greek Government sold foreign
exchange for confirmed letters of credit in total amount of about $120,000,000,
but many of the imports had not been brought into the country by the end of
the year. ' This float of goods enroute or on order under letters of credit
was variously estimated at the year-end to amount to $54,000,000 to

$90,000,000, though it is not possible fPom available information to reton-

cile the higher estimate with other financial figures belisved to be

3 foa
correct,

The balance of payments For 1947 as estimated by the Mission is as

follows:

Credits: : Debits

Exports . 120 Imports .

Remittances , y 32 Civilian 354,
" Shipping ' 10 T Military 100
.Miscellaneous .. | ‘ g - Total importsiss

Allied Surplus S o :

Froperty Credits - 35 . Government expense

Eximbank credit : CoIR. © ., abraad ' .6
. .UNRRA E 12 . Travel & miscel, 9
‘Direct U.S. Aid Relief Bill 50 S 469

Greek~Turkey Aid Bill o190 .

169
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Because of thelr general importance, ekports and imports are dis-
cussed in separate chapters of this report; ths sﬁmmary figures are
listed above, Other items will be taken up at this point.

Remittances from emigrants to their relatives in the homeland amounted
to $17,000,000 in 1938 and are now estimated at almost double that figure,
Because of the world wide sympathy for the piight of the Greeks, remit-
tances will remain high during the next few years, but after that sﬁrink«
age ﬁust be expected; large scale emigrations ceased thirty years ago and
ties grow thin with the passage of tinme.

At present most remittances come into the country and are converted
to local currency without ever passing through banking channels so ex-
change is at the open market rather than the official rate. If the dis-
parity betwecn these two rates continues and financial censorship of mail
is instituted to force all remittances to pass through banking channels,
the forelgn exchange thus captured by the Government can be used effec-
tively for the Greek economy. At the ﬁfesent time, much of this exchanée
goes into luxury imports or is a vehicle for the flight of capital, It
i; claimed that forcing recipients‘of remittarces to exchange dollars for
dréchma at the official rate will result in a radical decrease in remit-
tances. Tﬁere is no doubt somé truth in this claim if the dispafity in
rates cqntinues, since the senders will feel that their relatives are not
receiving full value for the dollars sent. ‘However, it ds more probable
that as long as the nced exists in Greecce the remitﬁanees-will continue
in substantial amounts.

Receipts from ocean shipping are an important item in the Greek
¥ g por .

,balance of payments. In 1936 they amounted to some $8 million and during

l9€7~shéuld reach $10 million., As shown in the chapter on Shipping, these

i
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Figures are not as high aé might be expected from a fleet the size of
; . Greece's, Gresce's ocean {leet is Greck in thg sense that it has Greek
crews and Gregk omars, bub most of the ships never touch at Greece, neve}‘
are repaired or provisioned there and do not return their profits to the
céuntry, Only seamen's earnings and = small part of the ewners' profits
: are returned to the country; before the “ar this amounted to an estimated
20 percent of the gross earnings of the merchant marine., Although Greece's
i shipring tock heavy losses in the War, tonnage has been restored and gréss
! ' esrnings and net profits are far higher than thev were before the War., It

is unlikely that even this small percentage of gross income will be re-

twned to Greesce unless the Guvernment takes vigerous measures as suggest-

ed in the §hapter on Shipping.

Exchange arising out of money spent in Treece by teurists amounted
before the war to about $5 million annually in the balance of payments.
Tourists are drawn to Grecce Trom "estern Europe =and America by interest
in the ancient civilization and by bl@og‘ties to the homeland, They come
: ) from the Near Eastern countries, particularly Egypt? seeking relief from
the summcr heat. With a little effort, tﬁis source of revenue could be
developed. Bettsr transportation, improvement of hotels, and advertising

should yield substantial returns in foreign exchange and also In increased

employment.
There will be some rsceipt from UNRRA for slip vver from its relief

a program to be brought into Greece as imports during the year. This is
estimated at #12 million; there are stlll larger amounts of undistributed

UNRRA ‘goods in warehouses in the country.

,

Part 65 the Exporﬂ—lmrort~Bank loan will be entered among receipts,‘ .

' as equipment now under construction estimated at %12 million should be

7

t . f
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A more substantial volume of goods - perhaps $35 million - seem
likely to be imported mder OI'LC credits. These surplus materials are
ol variable quality ard often are not well adapted to Gresk needs, How-
ever, they could be ébiained more quickly by Greece than goods purchased
nsw, and they constitated g t%pe of immediate assistance which the United
States was in a position to eg’c‘tend° They are in part consumer goods and

;
in part transport and capitq]sequipmélt;
I .The item "Goverrment Rec Bipts ani Expenditures" im the pre-war bal-
ance of payments would show ;jreqtly increased Government expenditures in
i
1947-48 1f all amounts spent}by the (overnment for commodities were
listed as Government expendiimresa Lafore the War, these sxpenditures
wére:

f 1935 19% 1937 1938
: (in millions of dollars)

Government expenditi mres 2.9 11.8 5.6 6.9

The increase in these figuges after 1935~;eflects expenditures for

i
military supplies and eq;dl@ment as th.s was the period when the Greek

/
Government under Metaxas ;ﬁas bullding up its armed forces., These amounts
glve an indication of thé [ability of she pre-war Greek economy to provide
foreign exchange for goveélrmment uses ibroad and may be some indication

o

of what can be expected ﬁrom the post-war Gresce, It is obvious, of

course, that the poat~M ir military sipplies, $100 million in the 1946
by

j
balance of payments, cd #11d not be raid for by sany Greek economy.

'
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Exports

i Before the war agricultural products made up about three quarters

j of Greek exports, with tobacco alone accounting for one half. Of the

tobacco, most of‘the better grades went to the United States with

Germany ﬁaking the greater part of the remainder. Average exports of .

leading commodities for the years 1936-1938 were as follows:

Millions of dollars

Tobacco 39,039
Currants 8,635
Raisins 4,066 ‘
Olive 0il 3,695
. . Edible olives 2,555
; Figs 1,482
: Minerals 2,896
: Other exports _ 19,659
i 82,027

" During the years that preceded ¥orld War II, Germany using aggressive
trading methods became increasingly important in Greek trade. Bxports
to countries taking the largest amounts of Greek products 1936-1938

were as follows Ly amount and percentage of total export. ) 1

Millions of dollars Percent
1936 1937 1938 _Average _ 1936 1937 1938 _Average
S USA 9.8 14.3 15.5 13.2  14.3 16.5 17.1 16
Germany 25 26.8 35 28.9 36.4 3.7  40.1  36.4
U.X. 49 9.6 8.4 7.6 12,2 9.7 6.3 9.4
Ttaly 1.2 5uh 47 3.8 1.8 6.3 5.2 ok

Other countries 29.5 33.8
During the current fiscal year, exports’can be substantial. They
may total {100 million to 4140 million ifvthe‘Greek’Government takes the |
sfeps neceSsary to reestablish this phase of thg national economy-. Siucé : ,,é

Liberétiony the sense of insecurity and uncértainty'that has pervaded

3
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Greece has both directly and indirectly Been a barrier to exports.
Production of export commodities hés been reduced and both farmers and
merchants have preferred to hoard rather than sell their stocks.
Changing currency values, scarcity of transportatibn and the prostrate
status of Germany and other Buropean tustomers have prevented the
reestablishment of trade. With the prospect of substantial imerican
aid, it should be possible to take the steps necessary to reestablish
exports - ah absolute essential to Greeée if the country is to again
become economically independent,

Tt is commonly recognized within Greece that the low exchange rate
constitutes an important barrier to exports, but it has been felt that
any change might further weaken faith in the drachma, that further

iﬁflation might follow, and that the consequences of the change in

rate would be nullified. With large Americen finencial assistance together

with controls which the Greek Government is expected to impose upon the
. -
economy, it is believed that it may be ﬁossible to keep the currency

. stable following a change in the rate. This is a matter of conjecture

but it seems necessary that the risk be taken in an effort to break

the barrier. b

A second obstacle to exports is the high cost of handling and

transporting commodities., This cost reduces the profits received by -

the producer and increases the price of the goods he buys. While exports’

can be moved out of Greece under exisbing conditions, their volume and

: the'resulting profits Will dépend in part on the restoration of ports,

roads, and railways to .more efflclent operatlon°

The disruption of marketc caused by the War is still anothcr obstuclc“

S

:
:
:
{
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Prior to the War, a large percontege of Greek exports went to central and
sastern Europe;‘in 1938 Germany alone took 40 percent. Most of the
countries in this part-of Burope are now closed to Greece. Bventually
they mey be reopened, but in the megntime, new customers must be found.
This may not prove possible with respect te the lower grades of tobacco,

most of which went to Germany before the War. However, during the

" immediate future while most commodities are in short supply, it should

be possible to sell, and at rather high prices, the greater part of the
Greek exports. -

The obstacles to substantial exports do not appear insurmountable.
Other war-torn countries in Europe have overcome similar ones. The =
extent to which the Greelk Government overcomes them largely depends on
the extent to which it shakes off the lethargy which has seemed to
paralyze effective action,

Tn estimating Greek exports for the coming year, it is assumed that
(a) production of export crops in 1947 will equal if not exceed that in
19463 (b) transportation will be imbfbved;(c) energetic steps will be
taken to increase exports; (d) the handicap to export in the overvaluation
of dfachma will be ‘ended by changing the exchange rate;. and (e) new
markets will-be sought out to replace lost markets in central Europe,
On these assumptions estimates for exports in the fiscal year April lk
1947 to March 31, 1948 are as follows:

Exports ‘ (Millions of deollars)

Tobacco - ' 45
Olive oil ) L0
Edible olives : g
Currants : ’ - 84k
CSultanas - 8.2
Figs : : D R4
Minerals' 3
Miscellaneous 5
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It can be seen that in this tabulation, tobacco and olive oil
account for about 70 percent of all Greek exports. The prospects for
exports of each of these commodities are not at 2ll clear. Their
actual export will depesnd tora large degree on the effectiveness of
the Greek Government’s efforts.

The Ministry of Coordination estimates that about 31 million
kilogramé of tobacco valued at $37.5 million will be available for expért
in the calendar year 1947. Of this, 13 million kilograms worth $19.5
million would be from the crops prior to 1946 and 18 million kilograms
valued at §18 million would be from the 1946 crop. 1t seems reasonable
to assume that the exportis for the fiscal year bpril 1, 1947 to
March 31, 1948 as contrasted with the calendar year will be §45 million.

{?éttle export was carried out in the first quarter of calendar 1947 |
o an@lgt‘seems likely that exports in the first gquarter of calendar
1948 will bring the total for the fiscal year to & higher total than
the calendar year by $7.5 million. Th1§ assumes;‘of course, that the
" present interést of ﬂmeri;an buyersvin Greek tobacco is translated
' 'fi‘r#'to, effective demand in the near future. ,

- The export of olive oil is a most‘cohtrovérsial_subject, Exﬁort

’ . : N 1 ‘A N ‘ A -
> of this staple in the Greek diet has been prohibited lest it lead to

1 \ 'y 0 ] ! . H B . )
‘higher prices for this commodlty ahd a resultant widespread effeot

on general 11v1ng costs und wage The domestlc price has remalned .

'ﬁ o at the low flgure of about €520 per ton (3 ,9 million drachma at LH@
official‘rate of 5000 to 1): the price in New York 1n late 1946 Was\
. 2 3 s 0 !

'$9ADO per ton and more recently abotut )ZOOO per .ton. ' Greece has a.

substantlal surplus of’ollvc 011 above its own quulrempnts and obv¢ously ’

needs very badly the fole1gn oxchenge which could be obta1ned from. xp"
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at the profits available at these prices. Substantial amounts of this
large profit could, of course, be se£ aside for the Government.

| Plens for export have been under discussion by the Government for
some time, but no action has been taken. The delay is undoubtedly due,
Cin part, to a genulne fear for the effect of exports upon the general .
C . Price lével, but pressure by coummercial interests has also played a

. _ part. More recently lhe delay has been attributed to a feeling on the

pact of Greece that the United States aid program provides a bountiful

" essistance which makes the full use of Greek resources UNNECeSSary. .
Estimates of the amount of oil available for export during fiscal

1947 from the 1946 and earlier crops range from 20,000 to 30,000 tons‘
depending on whether government ministries or olive oil merchants

are doing the estimsting. If the 1947 olive crop is a good one, some
cexports from this crop should also be available in the last guarter
of fiscal 19/7; this would increase exports to a figure about tﬁe
20,000 to 30,000 tons. {ié%h uncertain@%gs, both as to the amount of
oil ayéilable for export and the price at which it could be sold,

Cino firm couclusions can be reachad at this time of the value of
3
Fal

'To counteract possible price rises resulting from the export of

exports during 1947 but §40 million seems a reasonable figur
d \ -

olive oil, Greek Goverrnment officials wish to import:considerable
amounts of inewpensive coitonseed oil. This would be blended with
olive oil and used by the Government to prevent wide advances in the

. ) price of olive oil in the city merkets. This appears to be a reasonable , .
. . R N
course of action. singe it would réduce thé danger of price advances and
. ) .
would dlgo.increase the amount of oil available for ewxport. ' v

¥ ’ . . : .
i . : : ' : - , . o

' ' . . . v
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The figures given for the exports of dried fruits and other

commodities. are approximately those made by the Government. Here also

there is the probability that the exports from January 1 to March 31,
1948 will be greater than those of January 1 to March 31, 1947.

The total amount of exports for the fiscal year will depend in large

meagure on the success of the Greek Government in reestablishing peace,

in improving transporlation, in acdomplishing wide distribution of

consumer goods and in dealing with the overvaluation of the drachma. ;

Exports will also be dependent upon reestablishment in other Furopcan

countries of conditions conducive to normal trade. Shortages in world

markets make it possible that present expectations of imports will

. . ‘ .

even be excecded if normal conditions can once again be approached.
For the present; however, the Greck export trade remains stagnant,

in spite of the active dcmands abroad. Recognizing the difficulties,

but also taking cognisance of the possibilities, it is bélicved that

Greek exports in the current fiscal year should equal or éxceed the -

- .

estimate of §120 million made herein.
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Imports

Before the War Greece ordinarily imported about one-third of her

requirements of cereal grains and substantial amounts of meat and fish;

imports of focdstuffs constituted about one-third of total imports.
and petroleum products were imported, as well as meny of the industrial
raw materials and a substantial percent of the manufactured goods,

Imports during the years 1936-1938 averaged as shown in the follow-

ing table:

Cereal grains
Other foodstuffs

Coal

Petroleum products
Textiles

Hides & Leather

Lumber

Iron and Steel

Machinery

Auntos

Chemical & Allied Products
Miscellaneous

. .
N S, .
Before the war Greek imports came from a large number of countries

. with Germany by far the largest supplier. Germany was: fullowed by the

b

of & variety of products from the Unitéd States of which machinery, petro-.

leum products and wheat were the most important,

v

Million dollars

" United Kingdom, Rumania and the United States., Greece drew small amounts

Imports into Greece 1936~1938 Average

Coal

Millions of dollars

4.3
11.7
5.8
5‘57
15.5
2.6
5(.’»7
9.9
8.6
1.3
8,2
A
127, :

Percent of total

Germany
 United Kingdom
Rumania
E s Uc So Au : 2T
S Other Countries

Total

57.9
127.0

27 .1
1344

33,1
1647
11,6

747
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The following is a tentative programming of imports for the fiscal
year 1947-48, It was drawn up after an appraisal of estimates of the
.Greek Government for current requivements of essential foodstuffs, raw
maberials and egquipment required for maintenance of output of industry
and agriculture, and essential eyuipment for reconstruction and develop-~
ment, The esbimate of import reguirements,; as noted in the Recommgnda«
tions section on the Amount of Aid, was also conditioned by the fiscal
position of the Governmeut and the nscessity of offsetting internal mi-
litary and’reconstruction expsnditures with imports of consumer goods Yp
maintain monaltary stability.

While the imports of some commodities can be estimated with no more
uncertainty thaa is inharent in most such figufesﬁ other imports will de-
pend on outside factors and on the way the Greek economy responds to the
aid supplied to Greece. Thersfore ths following figures for civilian
imports during the fiscal year April 1, 1947 to March 31, 1948 are guite

tentative, N :
> Millions of dollars

: . Food 120 .
' % Coal ) 10 ;
: Petroleum Products 13
Clothing textiles inc. Yaw material 21
Footwear 8.3
Transport 8.2
Tamber ] : 8
Metals C 14 , ' ‘
Industrial raw materials 13 . : |
Industrial machinery . 14
Medical supplies . 745
Miscellaneous 23
Reconstruction imports S 50
Agricultural suppliss o 30
o ‘ - 34850

The program will not provide a volume of imports in exceszs of that

~sestimated for 1946947 .Tha estimaﬁeyof $348 millifbn of imports in the
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fiscal year compares with an average import of $127 million in the years
11936-38, As the unit cost of imports has probably doubled since the War,
a comparison of $348 million with $254 million would be more realistic.
Farthermore, the 1936~38 figuré probably. includes some imports of mili-
tary material, whereas the 1947 figures do not.

The probiems.in effective handling of Gresk imports in 1947 are great-
er than the figures themsclves would indicate, Difficulties growing out
of destroyed ports, transportation facilities and warehouses are likely
to be overshadowed by those related to the programming, procurement and
distribution of imports. The bulk of 1947 imports will not consist of
ordinary commerce, that is merchandise purchased with Gresk resources
following through customary channels., They will be merchandise pfactically
presented to a country whose foreign and domestic commerce was disrupted
by war « to a country which has made but limited réeovery in the' two years
during vhich UNRRA imports have sustoined the economy. In 1946 uncontrole
led imports through ordinary trade channels, while not large in cohparison
with UNRRA imports, resulted in quantitiéé\of luxury goods in the Athens
stores at the same time meny near necessities were scarce in'Athens and
vif%ually unobtainable outside of the capital, If American aid is to con-
tribute effectively toward building o self-supporting ecénomy, careful
planning and “supervision of imports 1s necessary,

Foreign Trade Administration

In order to cghtrol imports it is essential that the Greek Government
_give broad powers over the programming and administration of imports to a
Fofeigp Trade_Administratipn, The oontfql qf imports in Greece, dependent
as it is on sﬁpplies from abroad; is aso importéhf that as long as Gréécé
is receiving financial aid in large amounts from the United States the

control must be shared by Greece and the American Recovery Mission, %The
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. man selectod for the post of Administrator should have o detailed knou~

ledge of Greek needs, As an Amorican he will have some immunity from the
pressure of Greek politics, The Adnministrator and his staff, os employees
of the Greek state, should be able to carry on the daily operation of a
conbrol system with minimum irritation to Greek businnssmen,

The import program should be developed by the Foreign Trade Adminis~
tration in dollaboration with the Ministries of the Greek Government pur=
ticularly concerncd with imports, and with the assistance of the Amcrican
Recovery Mission. The approval of the Mission would be required before

the program would become effective, The granting of licenses for imports

within the program and other details of daily operations would be handled

by the staff of the Foreign Trade Administraters, In addition to its func-
tions in relationship to imports, the Foreign Trade Administrator would

have broad responsibilities for the promotionlof exports and with respect
to the distribution of supplies purchased by the Government,

The Greek Iixchange Rate

At the present price-~level in Grehée, the drachma is substantially

over-valued, Appraisal of the extent of overvaluation and the dsgree of

‘idjustment which should be madse at this time, particularly in the interest

of stimilating exports, is made difficult by the lack of information on
prices and costs within Greece, There is little data on internal transpor-
tation and handling costs incident to exportation, and on present and pow
tential markets for many of Greece's agricultural products.

The stimulus to increased exports from a.change in the exchange rate
will probably be felt on gearly all exports except olive oil. 4#s noted

elsewhere the Greelk price of olive oil is far below the world market price

because of the present empargo on its export and hence an adjustment of

the exchange rate is mnnecessary to facilitate its export.




Bistics

HARRY S, TRUMAN LITBRARY

A ST

Papers of
Stuart Rice

topmresp

R L.

BN

. i
FY

btn adjustment of the exchange at this time is called for primarily.’

»

1
i

for the following reasons: (1) "It is important that every impetus .be
given to Gieek exports for the longer tern and that Greece establish chane

nels of marketing now while demand is great for the type of commcdities

B '

ﬁh;oh are exporled. *Urﬁhsrmore;=the prices of Greek eyports are likely
K to suffer rélative to the prices of the type of commodities imp5rted and

the present exchangz rate will become progressively more difficult to

mainbain, (2) It is doubbful if presant wage levels could be maintained

i
over the longer term at the present exchange rate, even though wage rutes

ger
have lagged considerably behind prices. It will be desirable to change
the exchange rate so as to force as little woge readjustment as possible
during the period of recovery.

It is recommended that consideoration be given to an adjustment of
the exchange rate from 5,000 to 7,000 to the dellar, On the basis of the
general price-leve) as compared with the United States and Britaing a
somerhat greater degree of devalualion would be indicated, probably about
8,000 to the dollar. However, in recémmanding a rate of 7,000,the fol-~

lowing factors weve taksn into consideration: (1) With the adjustment of

5 ‘ ,

“tariff duties, as recommended in the Chapter on Fublic Finande, a further
I

degree &f devaluation might cun the risk of exsrting consjderable upward
pressure on the prices of some imported commodities; (2) in Buropean and

Middle East markets, which may be outlets for at lsest part of Greece's

miscéllaneous agriculliral oubtpub, exchangs ralus arc in many coses sub |

of 1ine and this factor must be weighad in considering the. immediate
E: )

Al

reprecussions on thd Greek market of “devaluation, . o v

ties both in int

o Co
In view of tha uncertai

;

ernal ond External markets,

. it may be desirable .o give consideration to the adoption. of a flexibls
T ’ ! . T v ;o W ‘ f 3 o :
Sy L Coa s Sae i
exchange vate as a temporaty expedient rathsr than to change the official
S L RIS
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rate at this time., If this apwroach to the problem is adoplted, the fol-
lowing pottern is recommanded:

1, All excharge earnings would be surrendered to the Bank of Greece.

at the official rate,

2. Those surrendering exchénge would be issued freely soleable per-

mits which would entitle the posscssor in effect to buy from

the Bank of Greece at the official rate a portion of the foreign
exchange which he had surrendered., The exchange purchaso@ could
bc used for the importation of cssentials under licomse. Such
permits would be valid only for a limited time and would not
give the possessor the right to hold exchange in his own name
but only to have peyment effected for licensed imports through
the banking system,

Fhile a flexible system would have certain adventages in the short
run, Greecce cannot hold the 5,000 rate over the longer term without severe
adjustments in the price structure, It qeens that a change in the official
ratc now vhen large American aid is being extended is preferable to adopt-
ihg a temprary expedient to be followed by a change in the rate some time
later, American aild now being extonded should enable Greece to overcome
uncertainty and to meintain relative price stability while the country is
adjusting itself to the change.

Exchange, Import and Export Controls

The existing Greek exchange regulations provide in general for the
surrender to the Bank of Greece of all exchange sarnings, both from exw-
ports and invisibles. The export of domestic and foreign currency and
other forms of exchange is permitlted only under license from the Bank of
Greece and the export of gold for private account is prohibited. Both im-

ports and exports are subject to license control,
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In practice it appeors thal the exchange authorities obtain most of
the exchonge from lawful exports. Receipts from smuggling are, of course
uncontrollable and there is also some loss of exchange through falsifica-
tion of shipping and other documents. Invisible earnings, of which remit-
tances are the wmost important, escope regulation to a considerable extent.
TLittle effort is made to obitain surrender of earnings on investments abroad.
The enforcement of controls on the export of exchaﬁge is weak, In fact,
the prohibition of the export of capital was made virtually wenforceable
by the free sale of gold by the Bank of Grecce., There is also considerable
outflow nf exchange through the mails in the form of checks and drafts
bought on the black market., To plug partially tﬁe leaks of inflowing and
outflewing the Government should abtempt to secure registration of the for—
eign assets of all nationals,‘and institute financiol censorship of incom~
ing and outgoing mail to capture remittaonces and prevent the un%awful oube
flow of exchange.

The controls applied to the impert o{\goods are briefly as followsi
A licensce issued by the Ministry of Nationai Fconomy as well as a permit
frqm the Bank of Greece pertaining to the payment of the exchange is re-
guired bty the importer. The granting of licenses by the Ministry of Na-
tional Economy is maede pursuosnt to the decisions of the Import Committes,
on which aré represented the Bunk of Greece and the Ministries of Coordi-
nation, National Eoonomy, Finance, and Supply. The permits granted by the
Bonk of Greece are handled by o special Bxchange Control Committee.

P&yﬁent for imports is made through the baﬁking system en the basis

of shipping and other pertinent documents direct to the exporter rather than
. - " i .

. through the importer, - It has also been the practice to permit the impor-

tation of goods under license in ingtances where payment is made with
. B ‘ . ;- .

'
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funds held abroad by the importer., During most of 1946, licenses in such
cases were granted freely, but currently an effort is being made bto tighten
the control on the use of such exchange by the Bank of Greece,

In the case of expcrt of goods, licenses are also required from the
Ministry of National Economy and from the Bank of Greece, Barter transac-
tions as well as transcctions provicing for payment in exchange are under

:
license. The permits issued by the Bank of Greece, coveriné collecction of
the procceds of exports, designate the Greek bank to which the shipping
docunents are to be nade and the bank thus designated assunmes responsibi=
lity for receciving direct payment for the export, In certain instances,
the documents arc issued to the order of the exporter or foreign importer
under conditions deteruincd by the Exchange Control Comnittee to assure
surrender of the exchange,

The granting of exchange for capital trawsfers, interest and dividend
paynents, travel exponsés, remittances, ond similar payments is unde® the
direct control of the Bank of Greece, ‘A&L applications for such paymants

are currently treated cn an individual basis.
; Iﬁ enforcing the restrictions on the export of exchange and gold, all.
travelers are required to declare their asscbs upon entry ints the cowatry
and upon exit to previde certificates showing the sale through authorized
chanuels of any exchange disposed of in the country.

In general, the mechanism of Greek controls is reasonably adequate,
though enforcement has been lax and above all the policies vhich have grv~
erned their application have resulted in a squandering of exchange assetls,
For this latter reason,; we have recommended that the cohtrol of exports

and imports be centralized under a forcign trade administrator.
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CHAPTER IV

GOVERNMENT ADMINISTRATION

The present capacity of the Greek Government as a functioning organi-
zation must be considered in connection with any study of economic
recovefy in Greece and administration of American aid. Government
administration must be greatly improved over that of the present if
Greec;‘s recovery is to be directed adequately and American aid is to be
used effectively.

Under the parliamentary system, governments replace one énother with
alarming rapidity and ease. It may be that this system is not well
adapted to the needs of a country in which political parties are nuﬁer—
ous and consist primarily of personal followings of political leaders.
There have been seven changes in the Greek Governmeﬁt since Liberation.
Obviously, few of the cabinet ministers have been long enough in any
post to permit them to acquire more thaq\a speaking acquaintanée with
their jobs in the vaernment. )

% Frior to the War, a rapid turnover in ministers did not necessarily
jeopardize in an‘important degree the functioning of the Government
becsuse there was in each ministry e permanent staff of trained and
capable civil servants who were quite.ablé to carry on the day-to-day
operations of the ministry, and to lend a considerable degree of contin-
uity to the operations of each ministry. The war and the occupation,
however, have had a disastrous effect on the civil service. Today it

is overexpanded, underpaid and'demoraliszed. There ave instances in which

capable persons have retalned jobs and continued to do them well, but
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thece are rare. The many shifts in government have lent an air of political
insecurity to all major government posts so that the disorganization within
the ministries has reached alarming proportions. Turthermore, the number
of ministries has been expanded as each government awarded ministerial
posts to pelitical leaders in order to obtain the support of their personal
followings. As a result, the locus of responsibility is frequently diffi-
cult to determine and there is much overlapping of functioning.

Jubstantial government reform will, of necessity, be a slow process
but the need for it is such that the project should be undertaken at once,
In addition, there are immediate steps which should be taken in order to
assure that the American aid program results in a maximumrof benefits to
the people and to the economy of Greece.

The Civil Service

The civil service in Greece consists of the administrative personnel
of the ministries, the judiciary, the police and the staffs of some
universities and institutions, Before the‘ﬁﬁr, it amounted to 53,000 and
now bas risen to perhaps 80,000, The Civil Servants Mutwal Assistance
Fund;Organization estimated 74,000 on December 31, 1945; the government
budget for 1946-47 was based on a strength of $5,000 This variation
illustrates the lack of accurate information on the numbers in the civil
service, their pay and functions, and this lack of information in turn
illustrates the condition of disorganization in the government as a whole.

During the War, civil service jobs were handed out as a form of
relief and during the disorganized post-war period they have been used
as political rewards. This "recruitment! without regard to educational

or other necessary gqualifications has resulted in both an unnecessary
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: of the pre-war civil servants are still in their old positions, and almost
1 all of the newly employed persons have been given only temporary appoint-
: ments.
: The following table submitted by the Greek Covernment shows the number
of civil servants by departments in early 1947
i Employees Servants Magistrates Technical Temporary
. Parliament 142 99 .
{ Finance 8648 964, 105 127 161
; Coordination 57 17 3
i Toreign Affairs 107 45 1 23
‘ Fress 69 13
Justice 4435 860 125/, 14 496
; Interior 806 126 2 224
i Tublic Security
; Police 365 176
; Gendarmerie 230 a2
Fire 17 4
; Rural Security Police 8.2 5
' Supply 962 108 26 48
F-X 167 8256
Public Works 269 249 . 839 473
Reconstruction 63 11 185 159
Fost, Tel., Telg. 7955 T NT4 59 975
Transport 109 Lk, 125 3
Education 23549 990 42 1871
National Economy 552 107 30 242
; Todrism 69 1 2 36
! Labor 220 46 10 32
Agriculbure 607 82 1908 620
Welfare 3125 49 11 76
Hygiene 686 207 ) 2068
War 241 227 . 2303
Navy 24 6 12 28
! Air Force 150 5 48 5
% Mreraft Mfg. 1311 -
{ Mercantile Marine 11 - 201
g Coastal Navigation _
Totals 50477 LEOT 1360 4847 18335

The base pay of the civil servants ranges from 20,000 to 250,000
drachma per meonth. The table of monthly salaries below shows the compari-

son between pre-war and 1946. It is notable that the higher grades have
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suffered relatively more than the lower ones in the decrease in dollar value

of wages.
Prewar pay FPostwar Prewer Pay Tostwar
Position In drachmaec In dollars /1
Director-Ceneral 9,650 250,000 80.42 50.00
Director, lst.class 7,475 200,000 62,30 40,00
Section Chief, lst.class 5,980 170,000 49.83 34.00
Rapperteur 4,370 145,000 36.42 29.00
Secretary, 2nd class 3,726 125,000 30,11 25.00
Attache 2,507 110,000 20.89 22,00
. Clerk, lst. class 2,185 100,000 18,21 20.00
Usher, lst. class 1,552 95,000 12.93 19.00
Usher, 4th. class 920 80,000 7.67 16.00

/1 With dollar at 120 drachmae (prewar), 5,000 drachmae (postwsr).

In addition to the base pay, there are numerous extra emoluments which
supplement the pay of all civil servants to some extent and of certain high
officials to a scandalous extent., They are:

a) Family allowances up to 25% of base pay,

b) Longevity allowances up to 25% of ‘base pay,

¢) Allowsnces for service in Northern Greece;— 15% of base pay,

&) Overtime pay (received by 25% of civil servants),

e) Fee of 5,000 Drs for each attendance at a committee nmeeting,

f) Travel and other expenses,

g) Allowances to officers on loan to other ministries,

h) Bonus of one month's sslary at Christmas and Baster,

i) Bonus of 100,000 Drs. per month February-March, 1947.

This hodge-podge method of payment which has grown up in ansver to demands
Ffor increased wages is subject to many abuses, No one hes 2z clear idea
of how much civil servants are receiving, but it seems probable that

a few receive as much as four times their base pay. The payment of
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committee fees, which are received by only the highest officials is a
particularly vicious practice; it is reported that 2% of the civil ser-
vants receive 200,000 to 900,000 Drs. a month in this manner. 5,000 Drs.
are collected on the spot by the officials as they make the rounds of
their countless, unnecessary committee meetings. The system of over-
time pay favors a few categories of officials in Athens over the great
bulk of employees.

In spite of the many added emoluments, the bulk of the civil servants
do not receive a living wage., The constant demand of the civil servants
for higher pay, which has recently been answered by 100,000 Drs. bonus
per month, constitutes a serious threat to the government budget.

The present civil service is an incredibly ineffective organization.
Tt cannot be depended upon to carry out the most obvious functions of
government, such as the collection of taxes, repair of roads and admin-
istration of economic regulations. The work in Greece which in normal

A,
times would be accomplished by the collective efforts of society -

3

the government - is to a large extent simply not being done.

The ineffectivensss of the civil service is due to a number of

. Pactors. One of these is plain incompetence. Most of the 20,000 »r

30,000 who have been hired since the beginning of the War are lacking
in qualifications, and many of ths older civil servants are also
unequipped to perform their duties. In some cases, this incompetence
could be rectified by training, but in others the persons are inher-
ently unfit for their work. However, the incompetence of some civil
servants should not be interpreted as meaning that the whole civil

service is bad, for there is an intelligent, experienced and willing

.
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nucleus which with training and direction could efficiently carry on the
work of the Government.

Low pay undermines the civil service more than any other single
factor. The civil servant feels little obligation to an employer who
pays less bthan the wages paid to laborers and séémen, and far less
than can be earned in most simple businesses. Since he cannot live on
his salary, the civil servant usually has an additional way of earning
money; low péy decreases his efficiency in his government work and seri-
ously jeopardizes his integrity. While most c¢ivil servants have remained
on the rolls in spite of the low pay, there has heen no incentive for
able people to join the ranks.

The unduly short workiné hours of the Government - mornings only
six days a week - have in themselves been a cause of inefficiency. 33
hours 2 week is completely incongruous with the 40 to 48 hours put in

by other workers in Greece and far too short a time in which to accom-
N

S,

~

plish the necessary work,
Lack of strong and clear direction from above results in inefficient
use of what little ability now exists in the ci%il service. As pointed
out above, ministers come and go at such a rapid rate that they have no
time to become familliar with their organizations or to give intelligent
backing to their floundering subordinates, A consequence has been that
most civil servants will take no responsibility for even the smallest detail.
If Greece is to make use of its own resources in recovery, the
Government must fulfill the normal functions of a government. This
requires able and willing government employees in all positions from

planning staffs to rural tax collectors. At present the first and most
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serious difficulty met in accomplishing any program or reform in Greece
is the lack of anyone to perform the work, There is no body of intelli-
gent people to turn to for pléns or staff work; there is no honest and
hard-working group which can be depended upon to enforce economic con-
trols, collect taxes or administer a reconstruction program.
The need for reform of the civil service underlies all of the
problems considered in this report. The many measures recommended here-
in simply cannot be carried out unless the civil service is a more effec-

tive body than it now is.

Many of the needed reforms are obvious: a minimum of 20,000
mqualified and unnecessary employees should be discharged; the method
of payment should be simplified; salaries should be raised; training of
workers should be initiated; political interference in the civil service
should be eliminated and merit made the sole basls for selection and
promotion; and hours of work should be‘inqreased.

The exact changes that should be made and the method of carrying
them out cannot be determined without a complete examination of this
problem. A group of American panlic adrinistration and civil service
experts should study this problem in Greece and recommend the necessary
measures., A complete study would probably take four to six months and
would require scrubiny of the functions of all ministries and government
services but interim recommendations could be made concerning steps to
be taken at once. Since the pay scales of the armed services and the
civil service have always been related in Greece, the applicability to
the armed forces of the system worked out for the civil service would also

have to be considered.
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Reorganization ™ith the Ministries

Under the parliamentary form of government which exists in Greece,
each minister is a member of Farliament, having been elected by some con-
stituency. As suggested above, his following is largely personal so that
his personal popularity is his principal political asset. Accordingly,
each minister is constantly aware of the necessity of standing for elec-
tion and of the fact that his return to Farliament depends more on his
personal contacts and popularity than on the kind of a job which he has
done as a cabinet minister. The result is that the ministers conduct
their own offices in a manner which is literally amaz{ng to any American
observer. Members of the public are not met by appeintment but, rather,
have access to the minister's office at virtually all times. Large
crowds are to be found in the offices and outside the doors walting
to get in. ™hispered conferences are held by the minister with whoever
havpens to be near his desk as the crowd revolves. “hen this procedure
is coupled with the fact that there is‘a\minimum of delegation of
authority, it is understandsble that the ministries are nble to furdction
éfmost not at all. Of course, this difficulty will be corrected in time
as the civil service improves and as capable permanent employees become
more numerous. lNevertheless, there is no rsason why a substantial
improvement in the situation could not be achieved at once. Unified
action on the part of the Goverament to organize ministers' offices and
the selection of a few capable operating or executive assistants for

each minister would do much to improve the effectiveness of the ministries.

Reorganization of the Government

Prior to 1911, the Government of Greece was made up of 7 ministries,
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They were:

The Ministry of Finance

The Ministry of Justice

The Ministry of Foreign Affairs
The Ministry of Interior

The Ministry of Education

The Minlstry of Yar

The Ministry of Marine

In 1912, Mr. Venizelos added the Ministry of Netional Economy. In 1918
when lands were distributed to the peasants, the Ministry of Agriculture
was added. In 1922 when Greece faced the problem of arranging for the
settlement of 1,500,000 refugees from Asia Minor, the Ministry of Social
Welfare and Hygiene was added. From time to time, since 1937, other
ministries have been organized. They include the following:

The Ministry of Merchant Marine

The Ministry of Labor

The Ministry of Tublic Works

The Ministry of Transport

The Ministry of Fost, Telegraphs,

Telephones

The Ministry of Ar

The Ministry of Jublic Order

The Ministry of Fress and Propaganda
' The Ministry of Supply

The Ministry of Reconstruction

The Ministry of Politicel Coordination

The Ministry of Coordination

In addition, as many as 7 Governors General hold the title of Minister.
At one point as %any as 40 ministries existed.

When Mr., Maximos became Prime Minister in February, 1947, he reduced
the number of ministers by giving multiple titles to the ministers who
made up his government. He then appointed = committee which was charged
with the responsibility of presenting a plan for the reorganization of
the Government. WMr. Mantzavinos, Governor of the Bank of Creece, was

[

named chai;man of ‘the committee and representatives of The Ministry of
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Finance, The Government Economic Counsel, The University, The British
Fconomic Mission, and of The American Economic Mission made up the com-
mittee. The committee recommended that various of the ministries be
abolished and that their functions be transferred to the ministries which
were Lo be retained, The ministries to be retained were:

The Ministry of Finance

The Ministry of Interior

The Ministry of Justice

The Ministry of Education

The Ministry of Foreign Affairs

The Ministry of National Defense
(to include the functions of the old

ministries of War, Merine and Air)

The Ministry of Public "orks

The Ministry of Communications (to include
the functions of the old Ministry of
Transport and the Ministry of Tosts,
Telegraphs, Telephones)

The Ministry of National Economy

The Ministry of Coordination

The Ministry of Agriculture

The Ministry of Social “elfare and Hyglene

The Ministry of Labor

The Minlstry @ﬁ\Public Order

There were also to be three Governors General instesd of 7.

% This commttee filed its recommendations with the Prime Minister but,
to date, it appears that no action has been taken, ™hile a mere reorgani-
zation of the govérnment in this fashion and the mere redesignation of
the ministries will not by itself achieve substantial improvement in the
efficiency of the Government, nevertheless it is a necessary step and will

hear fruit as the condition of the civil service improves.
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policy, As an example of the situation an inquirer meets, criticism is
frequently directed at ths merchant class for the large profits which
they obtain from seles of merchandise, while the merchants themselves
conbend that business under strict Govermment reguletion can scarcely
bs condticted at a profit, The inconclusivensss of much that follows

resulits directly from the fact that the data available peruits only

broad generalizaltions,

PRICE CONTZOL

Yome form of price control has been in effect 1n Greece since
1915, The curriculum of the police schools has, since that time, con-
tained a course in price checking and the Govermment has been authorized
to limit excessive profits. The purpose of this program has been, and
+

is %oday, the prevention of excessive profiteering by individusls. Tt

N

(=3
[4:3

not a program designed to affect the price level generally.

it the retail and wholesale levels, the Governmaent undertakes to

\\
prevent excessive prices in two ways, TFor many importent food 1tems
sp@cific ratail prices are set and bulletins are lssued at frequent in-
te;vals by ths Winistry of Supply, Other Tood 1tens and most itens of
textilss, clothing, hardware, houseware, etc,, ere subject to margin
conbrols. Orders issued by the Ministry of Supply specify maximum mar-
gins to be used by retailers end wholesalers in comprting prices for
this merchandise.
Thase controls are allegeldly enforce& by wmiformed market police,

of which thers are 124 in the flhens~-Firaeus area and some 5 or 6 in
gach district or nomos in Gresce, The market police supposedly meke

)
regular imvestigations of prices charged in retail stores and follow up
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congumer complaints, If food prices specifically established by the
pulletins are involved, lhe selling price (which the retailsr is requir-
ed to post) is checked against the bulletin, If commeodities under mar-
gin conbrol are involved, the police select an item, request the invoice,
and check the margin betweenthe posted price and the invoice cost to the
retailer, II° prices are improver under these tests, or if no invoice
can be produced, the retailer is summoned to' appear before a special
sourt which handles price violations and violations of the pure food
laws. If the wholesale price on an invoice appears Lo be excessive,
the market police make a simliar investigation of the wholesaler,

Tt should be pointed out that the margins allowed under these
orders are low by Ausrican standards, In the textile field, margins
are 30 percent on cost or lower in olher words, 23 percent on retail;
or less, The highzst merk-up allcwed at wholesale is approximately
10 percent on costs.

The effectiveness of ths enforcement of these comtrols of whole-
sale and retail prices 1s the subject of considerable disegreement,

fﬁa view is generally held that the controls are nsaningless, the beliiefl
being that none bubt minor offenders are halzled before the bar of justice
to answer for overcharges, On the other hand, a tour of stores with
the market police appears to disclose fuod prices in line with prices
in the publishad bulletins-and margins in line with the marging specafral

in the orders. The discontent with the system wdoubtedly stems from

of these controls, remains ex-

[0

the fact that the price level, in spit
tremely high, largely because of the weakness in, or absence of, con-

trols at the prewholesale level,
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Controls on prices charged by importers are suppesed to be similar
in nature to those imposed con sales by wholesalers and retailers, bub
enforcement in this area seems to be even less effective than &t the

retail level.

At the manufacturing level the principal controls relate to the price
ot cotton and cotton textiles., The Cotton Control was formally instltuted
by Government Economic Counsel decree on May 28, 1946, 1Its purposes were
the lowering of wholesale prices for cotton textiles, the establishment of
a firm price hase against which the market police could check reteil prices,
the prevention of hoarding of cobton goods, and the promotion of operating
efficiency in the industiry. Efforts to institute controls made slow pro-
gress, A jrice for indigenous colton was not fixed until efter, long de-
bates lasting until September, 1946, Efforts were made to obfain cost data
from mills bﬁt collection of this information had not been completed unbti
January, 1947 and, even then, the information proved to be unbelievably in-
accurate. For instance, costs for the same c¢loth constructions varied by
over 200% and it developed that the producér who had reported lhe lowest
casb figures had omitted 37% of his produstion.

} As cosTts came in, however, the Cutton Conivol underteok to establich
prices for specific items, These prices have bsen reduced from time to
tine ag reductions in the price of yarn wers achieved, Waile it is gener-~
ally believed that the prices established by the cotion control are much
higher than nced be, nevertheless it is felt that the conbrol has scrved
a beneficial purpose and that efforts to improve it should be continued.
The UNRRA index indicates that during the last h2lf of 1946 textile
prices declined rather substantially while most other items in the index
went Upa. A major factor ih this decline was that transporbation diffi-

culties prevented the shipment out of the Athens-Plraeus area of any sub~
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stantial amount of textiles so that the market in that area was flooded.
However, there is a very real possibility that the cotton control played
a part in causing this decline.

There are many reasons why a price control system such as that which
was employed in the United States would have been, and 1s, impossible in
Greece.,

First, the incompetence of the Civil Service is an important fac~
tor, A sophisticated system of price control could not be established
by an untrained Civil Service and it could not be operated after it was
once set up by a Civil Service which was groscly underpaid and, consequent-
ly, susceptible to corruption, ' I

Second, the lack of statistics, both in Govermment and in business,
constitutes a major handicap, Inadequate information is available for
the determination of (1) price movements and the necessity of controls
in specific areas, (2) potential danger points in the priée structure,
(3) the proper relationship of wages and prices, and (4) related matters
necessary to the planning and operating of an effective price control
sy%tema Within business enterprises no records are available indicat-
ing pre-war or normal mark-up practices which are indigpensable to the
gelection of a fair set of ceiling prices. No éést accounting svstem
exists which can be used to determine the base to which mark-ups are
to be applied, yet all prices for manufactured goods must, in view of
the amount of inflation which has already occurred, be set by the cost
pius methoed.

Third, the attitude of the people stemming from the occupation and
the prolonged experience of‘inflatiqn,Amust he reckoned with, After

four years of occupation, during which the extent of discbedience of

i
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Government edicts was an index of one's patriotism, respect for or a
desire to comply with "police” measures is totally lacking. The pro-
pensity to hoard, developed during this paricd and doring the periods
.

of inflabion, slons rendsrs Govermment efforts to control prices vir-
tually impossible, For dsmonstration one need only look to the fact
that the Varveresscs efforts to control prices wers defeatad by a vir-
tual blockads of Athensz in the middle of 1945, or to the fact that no
effort to control prices of olive ¢il, an item of mejor importance in
the diet of the averags Greek, is currenbtly made at sll for fear that
1t will totally disappear from the market incisds of the fact that it
is in ample supply. It must also be femembered that fear cf an in~-
vasion from outside or of agiessful Communist ¢.p has been a major
factor conditioning businesé decisions in all segnents of the sconowy
and has tended to promote instability in the price structure.

Bearing in mind these psychological facvors, it 1s necessary
to conclude that a relatively weak Greek‘@uvernment is not in a posi-

tioca Lo use diresct methods to control priczes,

ks

Rent Conbrol

Rent control has been cuccessful in Greece insofar as tenants
who werse occupying premises at the beginning of the war are concerned.
In fact, with ths increase in obher prices, rent control has undoubbed~
1y worked hardship on the landlordci.ss, Tt has probably been allowed
to remaln in its present form largely'because the conditisn of poverty
+n which the civil servanls and wage earners have lived hes meant that
an extremsly strong rent conirol policy was necessary if these people

weve to be provided with shelter,
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No controls exist, however, for the protection of new tenanﬁgg
Since techniques are available for determining fair rentals of property
not previously rented, it sesems clear thet this gap should be filled,
The disparity in rents between property of this character and pronerty
rented before the waer is axtvemely bufdensome on new tenants and the un-

fairness insofar as the landlords are concerned must ultimately jeopar-

dize the exisling control,

Wage Controls

A system of wage conbrols insofar as industrial workers are con-
cerned is said to exist in Greece, Decrees and crders have been issued
establishing rates of pay for varitous jobs, lowever, these orders have
been honored solely in the breach, BEnough methods of evasion have been
developed to Warrant‘the statement that the current wagecontrcls ave
totally devoid of effect at this stage.

Tt is not at all clsar that an effort to rvevitalize these controls
would be productive, Rather, it would sesm that an effort should be
mgde to develop a mediation service which can be of use in hastening
soluticn of the labor managemnent conflicts which will undoubledly ac-
company a softening of prices of gonds produced by CGresk industry when

the American aid progrem is in full swing.

Invenbory Control
In spite of the aptitude of the Greek busciness men for hoarding,
and in spite of the absence of wuc .rds by which norual stocks or norimel . :
working inventor?es can be devermined, it would seean that a rough and |
ready method. of inventory control, to be uscd as an anti-hoarding
t

measure, could be devised, and thal such a measvre would have beneficial
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effects. There is a widely held belief in Greece that substantial hoards
of important essential commodities are currently held by businesses and
by individuals at the present time, If these goods could be forced onto
the market, it would tend to reduce prices.

Farlier efforts abt inventory control have failed for lack of en-
forcement, The controls were oo complicated, called for too much paper
work by the Governmmnt, and were undoubtedly too drastic in initial im-
pact, As a subshitute for inmediete use, the following plan is suggeat-
ed, A law should be passed by Parliament making illegal the possession
’ ‘ or ownership of a supply of any commodity in a Jist of designated commodi~
ties if the supply held or owned is in excess of the reasorable minimum
working requirements of the business of the holder or owner, The law
should also provide that on and after a specificd date in the future ilhe
! law will go inbto effect, but that no individual will be deemed to be in
violation of the law if, by that date, he has submitted a 1ist showing
his excess inventory of the commoldilies on the list, checked and approved
N ~
by a member of the mark:t police, and 1X He thereafter proceeds Lo liqui-
dgte his invenlory at a given rate (for instance, 15%) per month, I
s%atement of imventory would be required of auny ﬁerﬁon whose iuvenhory s
not in excess of the reascnable rejuirvements of his business, The sanc-
tion would be govermment confiscation of all invenbories held in viola-
tion of the law, \
Such a plen could be an offective inslrunent to comtrol hoarding if,
first, the iist deslgnﬁtes commodities which are carefully selected, ex-
cluding any items clearly in excess supply; and socoad, if enforcemexnt ;
is limited to clear cases of viciation and is, for these cases, swift‘
and sure.

0f courss, 14 such a program were undertaken, It should be preceded
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with proper'publicity, explaining the purpose of the program, the effect

£ hoarding on the economy, and the necessity that Greece make the full-

L

est use of its own supply of goods,

sions

Gonel
it is apparent that ﬁhe problem of -inflation in Greece cannot be
A

solved by direch controls, Rather, its solution depends on foreign :
aid which will furnish needed supplies c¢f goods and balance the budget;
and on the return of some measure of confidence in the political secur-
ity of Gfeecec,

Obviously this solution to the problem will not occur over night,
In the interim, direct controls, including anti-profiteering and anti-~
hoarding measures, can serve a useful economic purpose and will be of
real imporbance for socilal and welfars, not to msnbtion political,

reasons, Toward thase ends pricecemtrol should be improved, because

it can do much to alleviate the sitvation in the interim and to hasten
-

recovery in Greece, Certainly, a continuation and improvement of the
Gotton Conbrol can be of dmportance in the immediate future and can

result in long lerm benefit to the indusiry, UThe institulion of an

affirmative anbi-hoarding cammaign can halo, However, any major ef-~

o

forts by the fmerilcan Recovery Mission tc Fastitute a sophisticated

eystem of price control in Greece will undoubtedly be deoumed to failure

until the situation is well on the way to correction Ly broadsr moabares.
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CHAPTER VI

Recovery for Greece will reguire the reconstruction of the country's
war-damaged property so that normal production, distribution and commerce
can resume. In addition the further development of natural resources
and related industries should be undertaken to increase employment,
to raise the national income and to eliminate the persistently unfavorable
balance of trade which characterized the pre-war economy. i

The first efforts at reconstruction since Liberation have been
handicapped by uncontrolled competiticn between Ministries and Departments
for the largest possible share of the limitéd funds available. This
has resulted in such a thin distribution of funds that there has been
little accomglished. Woreover, there has been an almost complete lack
of coordinated planning of a realistic reconstruction program. In an

effort to remedy this situation the Greek Government, in July 1946,

established a Board of Reconstruction to act in an advisory capacity
under the supervision of the Minister of Coordination. This Board,

composed of engineers and economists, was directed to work out a

brogram for the rehabilitation  from war danases, as well as for the

‘5
.
]
H
i
!
|
-
1
q

development and exploitation of the productive resources of the country.

The Board of Reconstruction has served a udeful purpose as a.
clearing house for Greek(reconétruction needs, Unfortunately, howevef,
perhaps because of its broad.terms of reference, it has placed emphasis
on a long~term program and neglected immediate and essential needs.,

The long-term program 1s somewhét utopian in character and envisages

a vast expansion of pre-war public works facilities without having

first established their economiplutilitya The first five years of thisg
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program include plans which relate more to improvemeng than to recon-
gtruction. The Boardis estimate of cost for their five~year plan

amounts to §2,169,931;000,

Tt is evident that the program of the Board of Recoastruction is
unrealistic from the standpoint of any financial resources available to
Greece. It is also clear that the country does not have the capacity to
absorb expenditurecs of this magnitude in the time involved. The Mission,
therefore, reviscd the Board's program and suggests alternatives
consistent with the financial support which might reasonably be available.
Tt has undertaken to limit the progrem to projects which dre essential
to a resumption of normal production, distribution and commerce. These
facilities will, in general, fall in the following categories:

(1) Transportation (roads, railroads, ports, cana}s)

(2) Utilities (power, telephone, telegraph, water supply, sewage)

(3) Basic industries (fertilizer, textiles, food processing,
mining, .ctc.) ‘

(4) Agriculturé (flood dontrol,‘&Tainage, irrigation)

(5) Housing.

In éstimatinglthe costs of this revised program, the Mission has

been é;mpelled to rely largely on data prepared by the Board of

Reconstruction. Due to the absence of relieble prgsent-day cost data,

it waé necessafy for the Board to bésg its estimates on known costs of

! 1938 adjusted roughly to-current price-levels. The estimates assuied

that the prices of capital equipmenﬂ end supplies purchased abroad

would be about double pre-war and 'that irternal prices for supplies

',énd labor would be about 145 times pre-war ;(On these assumptions; local

costs expressed in dollars are/the‘equivalent4of<abéut 8,000 drachmas
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per dollar.) While prices in the United States have not risen to this
extent, it must be realized that many of the 1938 prices vere for German
products and were considersbly below the then prevailing United States
prices. Giving consideration to this fact, it is believed that the
assumption that dollar cosﬁs will be twice the 1938 dollar equivalent
is & reasonsble one. The estimoted increase in drachme costs appears
reasonable on'the basis of the price data available.

It should be emphasized that the Mission had no opportunity to make
a detailcd check of the Board of Reconstruction cstimates. It did,
hovever, make spot checks whenever possible, and is of the opinion
that the estimates are sufficiently accurate to afford a reasonable
measure of the magnitude of the reconstruction projects involved.
Reconstruction.

The program of reconstruction - not including development - which
the Mission believes could te effectively carried out during the next

five years involves estimated expenditures during that period of about

(260 million. Of these estimates ¢ 151 willion representa cogts in

Greece and the balence of Qld@ nillion is fer foreiga eguipwent,
%aterials and supplies. A Zreakdown of this prograﬁ showiﬁg estimated
local and foreign cosés by categories for each of the five years is
presented in the accompanying tabulation,= A more detailed discussion
ofAthe princibal elements «iﬁihe‘program is given ig‘subsequent gecvions
of this chapter, It is emphesized thqt the Mission‘§ recongtruction

program is.directed toward the most essential restoration. Taken

X

alone it will definitely not result in a complete restoration of pre-war
conditions, but it is hoped that it will improve the present situation

soas to permit importanﬁ supplameﬁ%ary efforts on the part. of both
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the Gresk Government and local industry, particularly during the latter
part of the five-yecr period.

Punds made available for razconstruction in Greece should be used,

for carefully selected projects and purposes. The dissipation of funds

in small amounts spread over many projects will not result in any real
benefi£ to the Greek economy. The selsction and scheduling of projects
should b; urderteken by a board of economists and engineérs, including
representatives of the Americén Recovery Mission, which would give due
conslderstion to:

1. Esgsentiality of projccts,

2. Economic benefits to be derived,

3. FEstimated cost as compared with availlable funds,

4. Relationship to emtire’reconstruction.program‘

The Mission is of the opinion that such a selection and scheduling would

probably give high priority to the folleowing préjects as yielding the

'

.

1. Permanent récdnstruction of impo;tant sections of foads
‘; ‘ in all parts of the country, selected on the basis‘of
traffic, population andlavailability of other transportation, .
2ﬂ Restoration of bridges qﬁd tunnels on the Athens-Salonika,
SaionikamGhevgheli and Plati~Edhessa Railroad 1ine§,
3. Supply of motive power- and rolling stock for the present
needs of the railgoads;‘ | |
4. Necessary repldcement}bf :ailé'and ties on restored
réilréad'iines;, :" i ’ :
,Resioratién of eséential faéilities at ﬁhe'Ports of’

Piraeus, Balonika and Volos in the order namsd,
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6. Restoration of the Corinth Canal, including a high level
bridge or bridges for road and railroad service,
7. Restoration of flood control, drainage and irrigation
works in the Salonika, Serres and Drama plains.
As pointed out eerlier, economic health in Grecce will ultimately
depend on a further development of the country's resources. This was
/
recognized by students of the Greek economy before the War and efforts
were mede at that time to initiatc projects fér the expansion of
agriculture, the development of water power, the éxploitation of
mineral resources and the establishment of certain basic‘industriese
These efforts, in most cases, resulted from individual enterprise
seeking speciai concessions, but there was a conspicuous lack of over-
all plamming as to how the recsources of Greece could best be used.
The present Greek Government rccognizes the need for such an over-all
study and provided for it in the terms of reference to the Board of
ﬁoconstruction. The aétual investigation, however, was entrusted

vy

A
to a special committee of UNRRA. The work of this committee is still

in pregress and therefore its final conclusions are not agvailable to

@,

the Mission.
It is expected that the UNRRA studies will.provide a comprehensive o
analysis which will indicate fields of developmént offering the greatest

.

prdmisee It must be realized, however, that even thesé studies will

probably be inconclusive with respect to any particular project or

groub of projects beceuse of the lack of definite experience aﬁd

reliasble data in.Greece on these matters. Consequently, thers will be ‘, -

a need for more detsiled investigations by United States firms with:

specialized expérience;in the’fi@lds4to which the more promising
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Development.

The Mission believes that the prospects of further development in
Greece offer rcal opportunities. It feels, howeaver, that the number
of projects which have been sufficiently tested to warrapt an immediate
undertaking is relatively small. It also feels that, in view of the
urgency of basic reconstruction, any immediate development program
should be limited to projects which have sufficient prbspects for
improving the general economy of the country to justify diversion of
funds from reconstruction of essential facilities. These projects should
be subject to the approval of the American Recovery Mission based on

satisfactory evidence of their technical feasibility and economic

justification.
In view of the foregoing, the Mission has concluded that only

limited funds should be mede available for development projects in the

immediate future. There exist possibilities of cxpanding flood control,

drainege and irrigstion works to incresse food production. Modernization
" ;

of mining methods and the further develoément of lignite may be

iindicated; It may be possible,to iﬁitiate one'or more of the proposed

hhydroel@ctric schemes. But in the absence of more complete coholusioﬁs,
b the Mission -has assumed that investment in development projects curing . |
the néxt five-yeafs will pot\eyoeed 275 million and this amouat has
been included in the accompanying teble showing the estimated five-year
i . i
cost of & minimum reconstruction end development progiamo

This does not mean that ]bcal Greek resources and properly superviséd

private:concessions cannot/be used to a greater extent to facilitate
develoémenﬁ; ‘Much vill depeﬁd'uppn'the uge.made of‘foreign,assistance

eavly'étgges of Greck recovery. If Greece takes full advanﬁagé’
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of the opportunities inherent in the recovery program, both foreign and
local capital can be usad for devilopment projects considerably in excess
of the amount included. Further, e continuing review should be maintained
over the progress of rcconstruction and recovery in order that additional
development projects can be considered in the light of Greece's

capacity to program and absorb them,
A
Even the reconstruction and development brogram outlined herein
will require an anrual volume of construction work which could overtax
the planning, organization and construction capacities of the Greek
engincers aﬁd contractors. Té assure the full effectiveness)of this
program, therefore, it will be essential to employ United States and

other foreign engineering and construction firms to the greatest

possible extent in the planning, investigating, designing end buildings.

:
.
]

!

|
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foads

Pre-war Situations At the outbreak of the War, Greece had in full operation §
a road network of 14,721 kilowetcrs of which 7030 consisted of modern ) é
foads constructed since 1927 and the remaining 7691 consisted of older
roads which were being gradueily renewed to meet modern traffic needs.
This network was classified by width of paving and- stendards of grade :

and curvature as follows:

Class A 3967 Em.

Class B 5576 1

Class C wé}Z§“2~’
Total 14,721 Knm.

In addition to the foregoing network, the Graek State was constructing
additiqnal roads having a total length of 5558 kilometers of which 2506
were in a usable, although tincompleted, state; Thus the total usable
length éf road. nctwork amounted to 17,227 kilometers in 1940.

Increased road building began in‘l@Q?»Bl with the aid offforeign

loans in 1928. During the years immediately following, construction

Was limited to amounts mede available in the regulsr budget which were

4
i
i
:
i
k)

progressively larger, finally culminating in annual new construction

_ of about §10,000,000 in the years 1938 and 1939. 1In the same years

funds expendéd,fqr méintenance amounted to about 415700,000 annually.
Expenditures in these later yesrs were largely for the gonstruction
of rbads for military purpéses, pérticularly in northern Gfeeceq,

1 Mésf'pf the’roéds iniGreéce are of Wateébound mqéadem constructioﬁ
cwith wearing surfacevﬁarying from’asphaitic concrate inaheavily'tfavelled
ssctiohs to the simpfe macadaﬁ suéfacé’in‘sections of Llight traffic.

However, the wearihg sunface uSu’ily;ptovi&ed is of penetration asphalt
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‘«restorablon of the road network has been carried out on a very limited

Preliminary Rest01a+L0ﬂ During the two and a helf years since Liberation,

'»money g0 far eypended on roud restOIEtlon huS necessarily been used
for prov131onal repairs such as Lhe erecblon of Balley br¢dg1ng

,furnlsaed by the BrltlshiMliltary:

- 10 -
or bituminous surface trectment.

Present Situations By the end of 1946, the Greek road network had

reached a deplorable state. Bridges and culverts had been destroyed by
military forces. FRoads not needed for military operations had sulfered
from lack of maintenance. Further deterioration had resulted from the

heavy post-war trucking operations made necessary by the destruction of

the railways. According to the Ministry of Public Works 764 bridges
had been destroyed up to the time of Liberation and the condition of the
roed surfacing in August 1946 was as follows:

kilometers

Class A Glass B Class G Total

Gqod 440 270 101 811
Fair 560 520 170 15250
Bad " 2,987 2,546 787 6,260
Impassable 40 2,240 4,120 6,400

Total 3,967 5,576 5,178 14,721

scale. Appropriations equlvalent to only WA,/?A,OOO heve been made

for this purpose. It is significant that aboﬁt one third of these
funds have .been expended on congtruction of new and semi«finishedAfoads
instead of ‘on repairing damages, 'Although congiderable prbgress has

been made in rebulldlng destroyed blldaes and cilvertis; muoh of Lhe

:Son\and UNBRA and the temporary

ng . of road;surfacihgﬁ isional works were fully juatifiEdé
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by the urgent necessity of restoring road communications but they do not
represent any permanent progress inlthe solution of the road program.
Repairs.to road surfaciﬁg have not even kept pace‘with the further
deterioration since Liberation.

"UNRRA has essisted in the road restoration program through the
importation of lll7ltons of Bailey bridging, 10,700 tons of asphalt and
large quantities of construction equipment. Unfortunately, however,
much of the egnipment has remained unused because of lack of local fﬁnds
needed for its repair, operation and meintenance.' Additional equipment

to the extent of more than $4,000,C00 has been purchesed through ?he {

Eximbank credit but has not yet been delivered. The principal items

of equipment from these two sources are:

UNRRA (up to Feb, 21, 1947)  Eximbank Credit
52 Road rollers ) 150 Roed rollers
85 Crawler tractors . . 100 Dump trucks
69 Air compressors . ‘ ‘ C 160 Compressoré
8 Motorized graders \ 30 Asphalt distribﬁto?s
5 Tow type graders ST 60 Preheating kettles
46 Asphalt sprayers h : 30 Emulsion sprayers
6 Rooteré : 40 Crushing'plants
56 Qru;hing and écreening plants 18 Crushing and pulveri%ing o
: ! : plants

70 Concrete mixers

106 Crawler gremes
Thé above equipment should perﬁitVthé as;embly of fairly well baianced
construction groups except for dump ﬁrucké aﬁd graders which haﬁeVnot

Y

been provided in'sufficientfqgaﬁtityq
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Reconstruction Program: The Greek Board of Reconstruction has presented

an elaborate progrem for the roeconstruction and further development of
the road system which, according to its estimutes, involves expenditures

equivalent to the following: i
: Million Dollars

. Stage I  (first five years) 301/
Stage II (next fifteen years) 540.0
Stage IIT (next ten years) . ‘ 240.6
| Total (30 year program) 1,082.0

The first stage, the only one considered in this Report, is divided into

two concurrent programs:
Million Dollars

1. Restoration of war damage ©117.6
2. Further improvement and development 183.8
Total Stage I 301L. 4

Tn view of the magnitude of the oxpenditure involved, it seems

likely that roadbuilding activities in Greece for the next five years

N

i s

will have to be limited to restoration, which according to the above

<would be about $24 willion per year. This has been divided into two

1

concurrent phases:
Million Dollars

1. Provigional repéirs 4 . 2749 ’ )
2, Permanent repairs ' B9,
Total : . 117.6

The Togram for rov131ona1 re] airs 1nvolves rogressivel
g P y

5

decr6851ng expendltures as permanent repairs are cffected and prov1des

for the following:

i
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43,201 kilometer years of temporary repalrs @ 4,590 25.5
2,506 kilometer yearé of improving incompleted
roads . @88 2.2
Temporary wooden bridges, access roads, etc. | 0.2 f
Total 279 -

The program for permenent repairs involves the following work:

Million Hollars

162 kilometers of permanent (sheet asphalt
surfacing & $16,000 2.6
- 88 1 semi-permanent surfacing @ $9,100 0.8
558 U repairs to asphalt surfacing & {1970 1.1
2019 " renewal of bituminous macadem @ %6450 '18a§
1760 i waterbound surfacing @ £1825 3.1
6346 -” renewal of waté}bound’surfacing @ 4275  27.1 é
1879 u sand and gravei surfacing € 42770 ‘ | 5,2 %
! 1069 M crushed stone surfzcing @ $.2240 2.4, .
(14,721) i repairs to subgrade @ . 900 o 13.3 » %
' Repairs to structufes . 6.3 E
\ .
Miscellrneous work, on uncompleted roaﬁs .90, é
: TOTAL 14,721 kilometers @ 6100 | 89.7 | j‘é

fihile it has been impossible to make an independent check of the
foregoing estimates,” they appear reasonable for the amount of work

ipvolved. Summarized by annual expenditures, they wesult in the following:

. Million I
Tornporary Repairs - Permanent
OOV DEPRELER IR

rmanent Repairs Jotal
‘st Yeer 12.3 . L4l 25,4,
2nd Year 6.1 17.2 23.3
 3rd Year 4 15.9 20.7
Cthi¥ears o 348 , 18.7
5th Year - 238
' otal




e

HARRY S, TRUMAN LIBRARY

)

Papers of
Stuart Rice

eIt

- 14 -

The Board of Reconstruction states that pre~war roadbuilding experience

showed the following distribution of costs:

New Construction Maintenance
TForéign material and equipment 265 19%
Local labor and material 745 81%
Total ' 100% . 100%

The foréign costs shown are probably lower than ﬁould be the case now
since Greck roadbuilding was not highly mechanized and local funds were
more aveilable thgn at present. 'On the other hend the recongtruction
estimates reviewed ébove include only small amounts for construction
equipment as they have discounted. the equipment already furnished by
UNRRA and purchaged tﬁrouéh thé Bﬁimbank credifq Furthermore, ﬁhe \
pro&isional repalrs; amountigg %q 23,7 percent of the program, can be
acécmplished with a minimum of eqﬁipmentJ On the bésis of the foregoing
it is believed that the following represents the probable division of
the reconstruction program between lbeg% and foreign costs.

Millicn Dollars

, Locel  Foreign = _Total.
Provisionaljreﬁairs . ‘ 23.7 L ‘ 27:9 '
.Permanent repairs : . 7i°8 17,9 89u7
Additional equipﬁent, . émA . 2s4

Total . 955 245 120.0

The distribution of the above costs by years would be ebout as follows:

Willion Dollars

. S o ; ! Tocal Foreign Total
Clst Year oo .oooo21g 7.l 28.8
2nd Year - 0! . 19.0 4.3 23.3
3rd Year : o 16:8 3,9 207
jth Year = S agig) 42, 22.0
bSth Year ‘ R0 B0 0 R0

0 ,
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Except for the additional equipment already indicated and for such

spure parts aes may be necessary from time to time, the $24.5 million of
foreign expenditure would be used almost exclusively for such items as
asphalt, road oils, reinforcing steel, gasoline, diesel oil, lubricants,
etc. To the extent that foreign construction organizations are used

as recommended’ below, the foreign exéhange requireﬁents would be
increesed by fees snd expenses. Assuming that one half of the

permanent reconstruction were to be perfofmed by such organizatioﬁs,

the additional foreign exchange requirements would amount to about

{5,500,000 making a total of 30,000,000,

Conclusions: The reétoration of'fhe Greek highway system presents the
largest single Qublic recoﬁstrqction problem in Greece both from the
standpoint of the funds required and the organization needed .to carry

it out. The prescnt condition of 'the roads is refleoted in the gconomic
condition of the country through high costs of trensportation, mortality
of automotive eguipment, unceftain”an@‘slow deliveries of supplies,

and difficulty in transporting materials badly needed in othgr

~phases of roconstruction.

Yihile recognizing the primary importence of restoring rosd traﬂé—'
portation in Greece,‘the Missipn fqelé that the cost of the five-year
ﬁrogram described above is out.of proéortibn to that of other urgenta
reconétruction ﬁeeds. Gdnséquéntly, in pregaring the estimé£e of

‘cost of a general reconstruction and develogment program, vhich is

‘4‘summariied'in the tebuletion aoéomﬁanying this chapter, the funds

~allocated‘to road reconstructiéﬁ were arbitrarily reduced on the

_assumption that only one ha the proposed permanent repairs would |
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- Million Dollars
Iogal Forelgn
Provisional fepair 23.7 P
Permanent repalrs . 35.9 iyg

Additional equipment = 1

Total 59.6 14.3
and the distribution of the ahove costs by years would be:

Million Dollars

Local ~_ Foreign _Total
lst Year 16.1 Lok 20.5
2nd Year 12.1 2.6 14.7
3rd Year 10.5 2.3 12.8
Lth Year 10.2 2.4 7 1R.6
5th Year ' 10.7 2.6 _13.3
Totsl 59.6 14.3 73.9

Various suggestions have been made for compulsory service of all
able-bodied male citizens in a road repalr program. Such a procedure

' might well be used in carrying oub the emergency repairs and’ maeintenance

whlch in any event will heve to be performed concurrently with a more
I~

permanent restoration program. It must “be recognized, however, that §

no real progress can be made in restoring Greece's highways untbil o

sufficient funds-are available to ‘rebuild rather than patch. The

rebuilding to pre-wer condition of Greece's large network of roads

s s

reguires the use of construction methods and organization not

readily adaptable to a forced labor progream. In particuler 1t reguires

R e

the skillful use of modern roadbuilding\equipment and techniquesg

A lerge amount of roadbuilding Eqﬂlpmont is now in Creece or on.
the way:  As soon as funds are aVallapr for 100&7 ereudLeres, this
equlpment should be organlzed 1nto working units and as gned to spec1flc

 road restoratlon.30b5,~ As additional forelgn exchangs becomes available,

he present eauipment should be balénced by the purchasé~of additi
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“ dump trucks and motor graders.

The selection of specific sections of road upon which to initiate
the restoration program should be governcd by economic rather than
political considerations and should take into account:

1. Extent of population served.

2. Volume of traffic.

3. Importance as supply route.

4. Absence of other communication by rell or water.

5. Present condition of road.

The type of road surfacing to be uscd should be governed by the
volume and type of traffic. In particular, consideration should be
given to the use of gravel surfacing for secondary and feeder roads and
the establishment of a reguler maintenance schedule for their upkeep,
using motor-graders or truck towed drags.

Advantage should be teken of recent developments in highway design

and maintenance. This could best be eccomplished by retaining’ﬁhe

%
services of an experienced United Stabtesy highway engineer who would

act as technical edvisor to the Highway Department of the Ministry of

“Public Works. The United States engineer should preferably be one

|
é
|

who has been associated with a State Highway Department and who has

been responsible for the maintenance and repair of low cost bituminous
highways in a terrain comparable to:thet vwhich characterizes Greece.

The megnitude of the road restoration problem makes imperative

i .
the use of modern mechenized construztion mothods. For this reason;

it is believed advisable to contract portions of the vork to qualified
o \
United States roadbuilders dn order to take a&vantage of their know-how

in the expeditious organization and execution of this type of work,
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RN _Gauge | weuge Geuge ITotal.
. I
Hellenic State Railways (SEK) 1272 - 67 1339
9‘Piraeus~Athen5mPeloponncsus Tallways (8PaP) - 799 22 821
% Greek-French Railway Co. (VES) 185 - - 185
Thessaly Railways (STH) - 202 28 230
Northwestern Greece Rlwys. (SEDE) - 71 - 71
Pyrgos-fatacolon Rlwy. (spvg) . - 13 - 13
Hellenic Blectric Rlwys. (EHS) 20t T 2O
Totals 1477 1085 117 - 2679

“and Piraeus and -athens and the latter line is the only double track

f;linesnwith steam or diesel tractisne Excluding the lellenic Electrke

- 18‘w
Such e procedure would assure best use of aveileble equipment. It
would also provide a demonstretion program for the benefit of Greek
contractors and perheps improve their methods.

The Highwey Department of the Ministry of Public %orks should be
brought to a degree of orgenization which will permit the decentraliza-
tion of much of its work. In particular, the responsibility for planning
ard executing maintcnance should be delegated to the field w?th the
establishment of qualified technical personnel and working forces in
each region. Facilities should be provided for adequate maintenance
of egquipment by the establishment of equipment depots and shops at

strategic points,

Railroads

Pre-war Situation: The pre-war railroad systems of Greece consisted

of the following:

K-dilometer s
Standard Meter Narrow

The Hellenic Electric Railweys is the only system using electric:

traction, It supplies passenger service between Perame and Piraeus

section in the country, All other systems operale over single track
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& Railways, 90 percent of the pessenger traffic and 92 percent of the
freight traffic in 1939 was hendled by the SEK end SPAP systems.

The standard geuge main line of SE& extends from Pirseus through
Athens and Salonika to Alexandroupolis wherg it connects with the French-
Greek Railwey system which provides access %o Istanbul via Pithion and
Sofie via Svilengrad. Other standard gauge SEK lines provide service
to Yugoslavia from Saloniké via Ghevgheli and from Platl (just west
of Salonika) via Kremenitsa. Between Athens and Salonika branches
connect with the seacoast towns of Khalkis and Stilis.

The meter gauge system of the SPAP extends from Pirasus via Athens,
Corinth, Tripolis and Zevgolatio to Kalamata with branches to Nafplion,
Megaiopolis and Mossini. From Corinth a line extends along the north
and west shores of the Pelbpoﬁnesps via Patras and Pyrgos and rejoins
the Corinth-Kalmata line at Zevgolahio, Between Patres and Zevgolatio
branches extend to Kyllini, Loutra, Olympla end Kiparissialand
connection is made with the nygos§Catacolon Railway. SPAP also operates
a branch line from Athens to Lavrionﬁan;the Attica “peninsulau

Tnformation as to pre-war motive power and rolling stock is

?lconflicting'but the following is believgd to be a close approximation:

SEK 5PAP. _Others _TOTAL

Main-line locomotives 145 93 38 276
“Shunting locomotives R I | 22 - 97. =
; Diesel cars v 2 6 - 18
: Passenger,mail, and baggage cars 4450 R1L 115 7971
Freight cars s /556 988 792 6336

The, foregoing equipment is reported to have;beén inadequate. for: pre-wor

traffice The everage age of locomobives in 1938 was estimated to be

40 years, the number of 1scomotives and cars in bad order was high and

the equipment was not in a good state of repair. Most of the freight

cars were of small capacity and of the two axle type.
oy L
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o The pérmanent wey of the Creek railway systems is characterized by
light rails and bridges and the general pre-war condition is stated to
have been below Central and ‘estern Buropean stepdards.

Wiar Damage: The Greek railroad systems werc heavily damaged by the
retreating Axis forces, This damage took the form of destruction of
motive power, rolling stock, stations and shops and the interruption
of permsnant way by demolition of bridges and tummels,

Damage to permenent way was particularly heavy throughout the SPAP
system and on the Piraeus—Salénika, Salonika~Ghevgheli and Flati-
Kremenitsa sections of the SEK system. Practically all key bridges
and tunnels on these sections were destroyed. In contrast, the
permanent way of the SEK system Letween Salonika and Alexandroupblis
‘suffered only minor damage. |

The destruction of motive power and rolling stock was general

throughout all railrodd systemsa‘ Most of the SPAP equipment was

derailed over cliffs and vurned. Most of the SEK logomotives were

demolished by explosive charges and th rolling stock la?gely'burnedo |

~

4is a result, the SPaP system had only 6 locomotives, 11 rallcars,

adw

. 15 passenger cars and 102 freight: cars avaiiable for operation ilmmediately
after evacuation. Similarly, the equipment remaining of the SEK system

consisted of 26 locomotives, 2/ passenger cars and 536 freight cars.

of ths Greek railroads has been one of the few bright spots in the
reconstruction picture to date. This is particularly tyrue of the SPAR

system which, with the exception of a few short branch lines; has-been

xestored'to traffic; The entire Salonika~ﬁlexandfoﬁpolis line of SEK

ds dn operation as well 25 disjointed sectbions of the Piraeus-Saloniksa
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line aggregating 347 kilometers (out of a total of 563). The Greek-
French Railway CGo., Pyrgos-Catacolon Rellway and Thessaly Railways
system end & major part of Northwestern Greece Railways system are
also in operation. s

For the most part, operations have been restored by provisional
reconstruction of damaged structures and by cannibalization and repair
of damaged locomotives and rolling stock. Because of the temporary
nature of the repairs to bridges and the generally deteriorated condition
of the trackage.and roadbed, trains can only operate at greatly reduced
speeds, Operatlons are also hendicapped by severe shortages of motive
power and rolling stock. .

Much of the progress to dete has been made possible by the assistance
of the Allied Milatery Lisison and UNRRA which provided 16 locomotives,
287 freight cars, 6900 tons of rails and accezsories, 7500 tons of *
bridges and bridge materiale, 45000 ties end machine tools for locomotive
and car repair shops. Additional UNERA supplies of 6500 tons of bridgee
and 352 box cars are expepted.‘ The Gfeék Government has secured 8

locomotives and 1050 freight cars from hrmy surplus in France butb has

7not yet found a solution to the problem of transporting them to Greece.

The Elebank credit has been used to purchase 80 boxcars which have
been received, 16 locomotlves ‘which are due shortlv, a car repalr shop,
10 tank cars, 1ocomot1ve repalrlparts and various constructlon equipment.

The total amount of these punchases is epprox1mately V~,OOO 000.

' Thousand Dollars
Greek. Government allocatlons to, SEK & SPAP 2,816

From SEK and SPAP ‘revenues 1,061
¥ From other railroad revenues . 4157
Cost of My Ly Materials : e 883
Cost of UNRRA Materials = . ‘ 5,416

Trom Eximbank credit . 2,000
, e . , . ‘ 12 633

" The total investment to date in railroad reconstructlon is as follows:

-




SR

HARRY S, TRUMAN LIBRARY

Papers of . E
Stuart Rice j

- - 22 -

7 Reconstruction Progrem: The Greek Board of Reconstruction has submitted

a program of railroad recoustruction involving the expenditure of over

¢232 million during a ten-year period., The program includes:

Fstimated Cost
{Thousand Dollars)

Permenent restoration of pre-war rallroads 90,505

Improvement of existing networks and
completion of unfinished railroads 69,535 Co

Construction of new railroads and extension
and further improvement of existing networks __ 731,992 ’ ) ;

232,033
No justification of the forsgoing program or detail of the estimates

ave been furnished but even the first step in its entirety, is clearly
beyénd any financial resources which will be available to Greece in the
nesr future. There is good resson to question how large a paxrt the
railroads will plaey in the future economy of tﬁe country. The answer
will depend on the extent to which it proves fessible to develap national
reéources and on the ;el;tive economics of truck, rail and water traﬁs«

A
portation. In the meantime, howsver ,~rail transportation can be

restored to somewhere near pre-war level with a minimum additional .

investment. Such a coursé is advisable because.it can be carried out

in a short time as compared with highway improvement and it will protect
the existing railroed investment until such bime as it is possible

nore clearly to determine the advisability of further improvement.

Conclusiong: The Mission is of the opinion that the immediate program

s

shouid be limited tos .
1. Restoration of through service on the Piraeus-Salonika line

by<replacemeﬁt of,deétfdyed bridges and reopening of damaged

 tunpela.

]
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f 2. Restoration of the Seslonika-Ghevghell and Plati-Edhessa lines.

3. Necessary replacement of rails and ties to maintain service
over restored lines.

4. Rebuilding of repair shops facilities to permit more
progress in selveging locomotives and cars.

5. Furnishing additional motive power end rolling stock
. required to serve present traffic nceds of SEK and SPAP.

Based on information supplied by the two leading railroads, it is
believed that the foregoing can be accomplished with a total investment
of $25.5 million during a three-year period. For the purposes of this

report, it has been assumed that the sum would be expended as follows:

Local @osts Foreign Costs _Total

1lst Year 2.5 6.0 8.5 ’
2nd Year 25 6.0 8.5
3rd Year: ' 2.5 6.0 . 8.5
N B et Easaerend 3
. 7.5 18.0 25.5

~ In formulating plans for the acquisition of motive poweryand rolling

stock, it is essential t0hcoordinaﬁe~tgg several possible sources of

such equipment. In particular, it is essential to evolve some plan for
seffective utilization of railroed equipment available under Greece's

surplus property credits. This will involve more than the mere exercising

of such credits as has alresady been evidenced by the purchase of cars

and locomotives in France Whioh’are not yet aveilable for Breek use;
becéuse~of finangial difficulties reiating to their tra‘r_xsport'ationo
- The reconstruction work on ﬁhe Athens—galonika line involves some
difficult'constfuction work in the reopening of tunnels and rebuilding of:
major bridege structures. It is probable that mhié work could be most
. expeditiouély carried out under the direction of -a United States éohtracting

firn experienéed-in-this‘typé of activity, Tt mey also be advisable to

al bridge design problems an
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Ports and Canals

Pre-war Situation: Because of its geographical charccteristics Greece

has always depended on water trensportation for much of its commerce,
both domestic and foreign. ks & result, it has developed many poris
vérying from simple coves scrved by small sailing vessels to elaborate
herbors which serve as ports-of-call for overseas vessels. The aggregate
pre~war annual traffic is reported as 7,045,000 tons, of which 4,550,000
tons or 65 percent constituted foreign movement and 2,495,000 tons or
35 percent represented local movement. In addition, there was an annual
passenger traffic of 2,100,000 persons.

kltogether, there are some 196 harbors in general use in Greece.
Tt is difficult to differentiete as to the lmportance of any particular
harbor &s o small simple port mey be just as vital to the cconomic life

of the area 1t serves as the most elaborate port is to a more developed

" area. However, for the purposes of this report, it is necessary to’'be

guided by the relative volumcs of %raffio handled. On this basis, the
following five ports rank as first iﬁ‘importance, particularly as

regards foreign trades

Approximate preswar. anmial, traffic

Freight in tons , _ Pasgenger

 Foreign Domestic _Total L

Piraeus 2,050,000 1,150,000 3,200,000 1,200,000

. Salonika 780,000 220,000 900,000 65,000
Patras : 150,000 1005000 250,000 200 000
Volos ‘ 130,000 1205000 250,000 50,000

Kalamata 100,000 . 40,000 140,000 - e
' 3,110,000 1,630,000 4,740,000 1,515,000
These five ports eccount for 68 percent of the foreign traffic, 65 percent

of the domestic traffic, and 72 percent of the passenger traffic.
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4 While Kalamate is included in the forigoing list because of its

large foreign trads, it should be obscrved that, from the standpoint of

! local commerce, it is equalled or exceeded in importance by the ports of
Kavalla, Preveze, Candia, Corfu, Chio, Mytilens, Canea and Challkis. These
eight ports, five of which are located in the islands, account for an
sdditional 6 porcent of the foreign trede, 17 percent of the domestic
trade‘and 12 percent of the passenger traffic;

In considering the pre-war situation with fespect to Greek ports,
it is important to realize that Greece was engaged in an ambitious program
of port‘improvement‘at the time she became involved in the War. As a
result, many of the ports were in a semi-finished condition in 1940.
Tor example, at Kavalla the breakwater and quays had been coﬁpleted,

but no warehouses or mechenical equipment had been provided. Other

similar instances could be cited.
' The pre-war harbor of-Pifaéus included improvements nade duringythe -
period.l924—l934 which consisﬁéd'of the twé breakwate;s protecting the
entrance, a 475 meten‘coal whaff équippgg with two 150 ton per hour

coal bridges, 1060 lineal meters 5%Aquay equipped with 17 two-ton cranes

Y 9: - ) .
fand 4 five-ton cranes, five warehouses with aggregate floor area

50,945 square mebers, end 1165 lineal meters of quay without équipmentc
In addition to the foregoing fagilitiés which are located onyﬁhe north
side of .the ha?bor, the south side of the port, although unimproved, was
avq}lable for small ooasﬁﬁl craft, The 1938 commercial movemenﬁ was

‘as follows:

General cargo o 2,389,705 ‘toas
Goal . ...660,000 -
' Subtotal 5.009,705

011 (landled oubside port) _ 373,590 '
-  Total . 3,723,995
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It is steted that the above volume of traffic resulted in acute congestion
and accumulation of goods zlong the quays,. This was probably partly due
to lack of sufficient warehouse capacity and failure promptly to move
goods away from the port. It is also probeably true, as claimed, that
the volume of teaffic had outgrown the capacity of the improved port,
indicating the necessity of further development.

The port of Salonike wes being improved at the time the War broke out.
The old port consisted of a 525 meter breakwater; 1012 lineal meters of
quays and assoclated warchouse for Greck and foreign shipping and 3C0
meters of quays for use by ¥ugoslevia. These facilities were suitable
only for coastal and other small veésels as the depth of water was only
8 metors. 4 beginning had been made on a modern port with the cémplétion
of 793 lineal meters of‘quays with 10 meter draft, two large warehouses,
and a large cargo handling crane. The extension of the breakwater o
protect these new works hed not }et been initiated.

Ai Patras, the bregkwéter and quays had bheen completed and a cargo ‘
vhandling crane had been installed bu%\ho peving or warehouses had been

undertaken. At Kelamata, much the same situation obtained except that

¥iith the exception of Piraeﬁs, most of the principal Gr@ekrports
are édminisﬁéred byAsemi—autonomous Pért Comnittees ‘consisting of a
chéirman delected by the iocalkChémﬁer>of Commerce, a member appointed
by th; Prefect, and a representative of the State (usually an officer

of ‘the Gféek Navy) s This Gommittée manages the Port Fund which is credited

‘ with poftrevenues ¢ollected from incoming traffic and charged with

%xpenses for construction and maintenances In many ceses, port

construction has been uncertaken with funds borrowed from the Bank of
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A Greéce but the present financial situction has resulted in the cancellation
of all amounts outstanding on such loars.

The port of Piraeus is administered by a Port Authority whose functions
are brosder than that of the Port Committees in that it actually operates
and menages the port including such activities as stevedoring, etc. This
authority ﬁorrowed from Hambrqs Bauk for construction purposes.

In all ceses the actusl plenning and execution of port works is under
the supérvision of the Director of Ports of the Ministry of Public Works.
The letting of contracts and initiation of new work is subject to the
approval of the Ministry. Construction work is carried on under the
inspection of the District Engineérs of the Ministry.

The Corinth Canal between_the Gulfg of Corinth and Saronikos, is-
about 4 miles long, 70 feet wide, 26 feet deep and accOmmodates ships
of up to 5300 tons. It shortens the voyage from the Adriatic to Piracus
by about 200 miles and consequently permits considerable savings in the
cost of shipping-. "It is, ingidentallyy & soufce of foreign exchange
gince nonwcoaétal véssels must 9ay‘t6ll§ in foreign currency.

Yar Demage: Var cdamage was suffered by many Greek ports from both Alliea,
Mand Axis féroesn' Warchouses and other structures were bombed or mined;

quay walls were blown in, breakwaters were breached, cranes and obher

equipment were destroyed and .vessels were sunk alongsice the queys

and ih the harbors.

The ports of‘Piraeus‘and Salonika were particularly hard hit. In the

V former,)theAbreakwaters were damaged; the Warehouées almost complétély
destrqyedy the cranes and othef~equipment annihilated; the deepwater'quays
“badly~blown in end the harbofklittéfed“with sﬁnken<vesselé; At Saibnika.k

the breakwater Waé,damaged,,the;old quays, warehouses, ‘and equipment

o
:
.
i
|
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destroyed and the herbor blocked with sunken ships. Strangely enough,
however, the new quays which were wunder construction at the beginning
of the war were not damaqed.

At Kalamata, the damage was limited to the blowing of parts of the
quays and breakwater and the destruction of the few st%qctures and small
amount of equipment which hga been provided. 4t Patras, the depmgs was
confined to the cargo handling crane as the explosive cherges which had
been set in the quays were not detonated. Other poris such as Kavalla
esceped with little or practically no damege. In many cases, the lack
of maintenance during the War has resulted in a silting up of the éorts
thus requiring dredging to restore their serviceability.

The Corinth Canal was blocked by a sunken vessel and by two bad
slides set off by explosive charges. In addition, the two bridges over

the canal were destroyed,

Preliminary Restoration: Since Liberation, restoration efforts have been

directed principally to emergency measures which would permit a makeshift.

use of the.port facilities for handling bedly needed relief gupplies,

Enough sunken vessels at Pirseus and.Salonika have been meved to permit

also call at Kavalla, Patras snd. &dlamauaa

At PlTaGUS, the British have temporarliy repal;ed the coal wharf
and are uqlng it to receive mllltary SuPPllQSu UNRRA has prov1ded ; few
crawler cranes for handling cargoa Othefw1se, praCulcalTy nothing has
bcen done to repair its damaces and shipping is forced to tie up uwongqxde

damageQ‘quays and dle cargo Vlth its. own booms. Since the warehouse

‘sgace has been destroyed, Careoes are storrd under-tarpaulins.

At Sa‘onlka, a more concerted effort has becn maae with the result




Bt s i B i
it ety -

HARRY S, TRUMAN LIBRARY

Papers of
Stuart Rice

et

Warehouée rebuilt.

&t Kalamata, the breakwater has boen partially repaired and consider-
able progress h,s been made in restoring the quays.,

According to the Greek Government, the followlng amounts have been

spent on this works:
P

Temporary repairs 436,000
Permanent repairs 625,000
UNRRA cquipment _170,000

$831,000

In addition to the above, the Eximbank crcdit has been used to purchase
three floating crenes, one tugboat, and a supply of wire rope at a cost
of $282,217.

Reconstruction Program: The Greck Board of Reconstruction has presented
X P

a 15-year program for the reconstruction and further development of ports
~ ‘ ! Y - » s Py s
and canals which, according to its estimates, involves expenditures

equivalent to the following:

Stage I (first five years) 4 65,000,000
Stuge 1T (sscond five years) 41,700,000
Stage IIT (third five years) ‘ 41,700,C00

Total (15-year program) $148,400,000

The entire reconstruction program is included in thé first stage
along with considerable further development. The estimates have ‘been
reviewed‘in an effort to break. the fifst stage total into these two
elements with the following rééults;

Thousends of Nallars

i Recongtruction: Devel.opment Tmtalf
. Pirvasus : - 10,360 211,050 21,410
~Salonika . 2,837 5,898 8,735
Patras oR8L o 1,625 1,906

Volos . : 14324 ° 1,716
Kalamata . 730 : 180
Other harbors 1,939 18,342
Tloating equipment - - 3,590 3,590
Gorinth Canal  ° ﬁm;;_izgw_ o —
TOTAL 22,599 3,01
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o The best apyroximetion that can be made from available data as to

the division of the foregoing estimete for rcconstruction shows the

following:

N Thousands of Dollars
Local Cost Foreign Cost Total
Piraeus 5,145 5,215 10,360
Sulonika 1,460 1,377 2,837
Patras 100 181 281
Volos ' 782 542 1,324
Kalamata 512 15 T 730
- Other harbors 1,107 839 1,939
Floating equipment et 3,590 3,590
Corinth Cenal T34 804k 1,538
; TCTAL 9,833 12,766 22,599

Although the Greek plan contemplates a five-year period for port
recohétruction, it ;s belicved thgt it would be possible.to accomplish
the necessary work in not more than threé years at Piraeus or more thagn -
two years in the case,of the other ?orts and the Corinth Canal. On this

basis, it is believed that thevyearlyfdistribution of the above costs

would be about as follows:

1

+ ™. Thousands of Dollars
_ Logal = Forelgn __Total
E 1ot Year 4109 5447 ‘9556
2nd Year . © 009 . 5580 G549
3rd Year 1715 . 1739

TOTAL 9833 . 12,766 22,599
As nearly as can be ascertained, about 410 million of the foreign.
costs shown above would be uscd for construction eguipment, dock cranes,

“ete., and the balance for materials. No.allowance has been made for

3

foreign exchange for expenses and fees of foreign contractorss If, as

recomnended bolow, the reconstruction of the ports of Pirasus and Balonika

ig entrusted to foreiegn contr

‘s, these additional foreipn exchange
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Conglusions: The reconstruction of the principel parts of Greece is

*

probably the most importmnt task to be undertaken in restoring the country's
transportation fecilities., The existing obstacles to prompt and efficient
handling of cergoes in these ports are adding their share to the present
high cost of imported articles. They wiil also impede and make.costly

the shipping of Greek exports as the country’is export trade revives.

Tn view of the necessity of conserving both locel funds and foreign
exchange, the immediate program for harbor reconstruction should be limited
to the restoration of essential facilities for the expeditiocus handling of
presently foreseen cargoes and should not be confused by pre-war expansion
plans. In the immedlate future, attention should be focused on the restora-
tion of the ports at riraeus, Salonike and Volés as they suffered the
greatest war damege and are th; three most important ports in the country.
These three projects togbt%er Wlth the restoration of the Corinth Canal and
the purchase of a minimum quantity of floating equipment would requlre an
estimated expenditure of $17.8 :millionu This amount has been included
in the Missionls general recoﬁstfuctibnhahd developmentl proéram@

The reconstruction of the ports of Plraeuq and Sa]onL}a involves | .

.
‘construction projects of large magnituce and these projects should be

entrusted to qualified foreign contractors. The method to be employed

id reconstructing the quays at Piraeus should receive careful study and

the 'opinicns of foreign engineers and contractors should be obtainede

e

With proper ormanlzatlon and munatement, and the imposition of
equitable port charges, 'it should be possible to make the reconstructed
faclh,tles at Piraeus and Sal onlka self~l3q1 dating. 'Gonsidera‘pion should
be given to mtklng these norts concessions to be mgnaged by ;ore;gn expertg

du;lng the perlod required to amortize such funds as may be assigned 1o

5

their reoonstructlonh
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It is possible that some construction and permanent equipment required
for port reconstruction can be obtained from surplus property and repara-
tions. Agreement as to needs should be asrrived at promptly and the

authorities charged with administering these materials advised accordingly.

Telecommunications

Pre-war Situation: The telecommunication facilities of Greece were divided

among the four following systems, each of which operated separately:

1. The Government owned telephone and telegrapsh network operated
under the difect management of the Ministry of Posts, Telegraphs,
Telephones. This system cémprised 540 main offices, 5,100 rural
offices, all of the long-distance lines, & shore wireless
stations and 16 rural wireless stations.

2. The city automatic telephone systems in the Piraeus-Athens
afea, znd Salonika, and twenty-four provincial towns which
were operated by the Hellenic ;éiephone Company under the

supervision of the Ministry of P. T. T. pursuent to the

terms of a concession granted in 1930, These systems

comprised 39 exchanges serving 55,550 connections and
42,703 subscribers. The German electrical concern, Siemans
and Halske, A.G. is reported to have ovmed 75 percent of

the shares of the company with the Greek Government owning

é
|
|

all or most of the balance.

3. Submarine cable and wireless facilities were operated by
‘the Cable and iiireless Co., Ltd. under the supervision of
the Ministry of P. T. T. pursuant to an sgreement made with

the Government in 1937 fThéseifdci itieé‘ihc1uéed 1;737
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miles of cable providing telegraphic service with the
Greek islands, Alexandria and Melta and wireless equipment
for international communications.

' 4. Radio broaccasting facilities oparated by the National
Institution of Broadcasting, an autonomous governmenty
organization undervthe supervision of the Ministries of

g Press and P, T. ?v The facilities of this service consisted

' of a 15-kilowatt broadcasting station located near Athens.

| vwar Damage: ‘war damage to Greek telecommunication facilities has been

estimated by the Board of Reconstruction at $16,000,000. Buildings

were demaged, installations destroyed and equipment and supplies looted.

4t the time of Liberation only 6,000 urban telephone subscribers still

had service.,

Preliminary Hestoration: GConsiderable progress toward restoration has

been made with the aid of the British snd UNRRAL. Partial service has

.
been restored between important cities, sérvice abroad is being maintained

through one cable and two wireless channels, end the radio broadcasting

o

i Station is operating at reduced capacity. British end UNRR: materials
valued at about ;1,250,000 have been sup.lied and the Eximbank crodit

; has been used to purchase a cable-laying ship and £1,238,000 worth of
supplies.

Reconstruction Program: The Board of Reconstruction has submitted a

three-year reconstruction program for all telecommunication services
involving an expenditure of §R6.7 million of which [,17.4 million would

be for foreign expenditure and ¢9.3 million for local wsts. This program
includes extensions and improvements which, while desirable, are not

strictly reconstruction. In view of the estimatud war dampage of {16
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million and the aid already furnished through UMRRA 2nd Eximbank, it has
been assumed, for the purjoses of this yeport, that an immediate progranm
of %16.5 million will meet essential needs. It is estimated that this
amount could be spent at a rate of 45.5 million per year for three yvears
and that 4,2 million of each year's expenditures would represent foreign
costs. With this reduced program, it would be essential to plan the
restoration work so as to reconstruct the wost important facilities.
Future Development: It is to be expected that as the Greek economy
is improved there will be a need for better and expanded telecommunication
facilities. The Board of Reeonstruction contemplates an expansion
program costing $50 million over a 1Q-year pericd. Such a program
should be initiated only after the reconstruction phase and need not
be considered here, The planning of the program should be closely
related to the general development plan for the country and should have
the benefit of technical advice from foreign specialists experienced in

N

this type of problem and conversant wi%h‘recent advances in the art.
Consideration should be given to the advissbility of consolidating all

>

“telecomminication facilities into one operating system.

Mines and Industry

A separate chapter of this Report is devoted to a discussion of
mines and industry in Greece and describes in detail the pr&-war situation,
the effect of the War, progress towards recovery, and the present position.
As pointed out therein, it is difficult to assess the magnitude of
needed reconstruction in these fields because of wide discrepancies
between Government estimates of heavy war damages and reports from
authoritative sources to the effect that productive capacity has been

largely restored. Nevertheless, any program of immediate reconstruction
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v must unquestionably meke provision for the restoration of demaged or

flooded mines, the repldcement of damaged or missing industrial machine
and the repair and improvement of utility services upon which the mines
and industries &epend~ FEven in those instances where war damages were
not inflicted, depreciation and accrued maintenance heve decreased the
pre-war industrial and mining potentisl, further aggravating the
reconstruction problem.

Reconstructions From the best information available to the Mission, 1t ?
appeers thet {56 million could Dbe used effectively in the reconétruction g
of Greek mings and industry during the next five years. This amount is

cstimated to be divided as follows:

Mill el
Mines t 1
Rehab.  Mainh, = Maint.
1st Year 3 1 : A
‘ 2nd Year 13 1 3 b
3rd Year 2 1 H 4
4th Year 2 1 : b
5th Year - 1 H A
Total 10 o5 s 20 !

The estimated distribution of the above amounts &s between local

~and foreign ‘costs is as follows:

- lst Year o 4 10 14
: 2nd Year ‘ 4 10 14
i 3rd Year ‘ A 8 »12
Lth Year L3 7 1
5th Year Sl o5 6
Tobal 116 A0, 56

Development: . The Mission is: also of the oplnlon that dgvelopment ofinew
industries mlght warrant the Jnvestmvnt during the newt five yea 5 of

440 million in mlnlng and 1ndustr1al entcrprlﬂes and %15 mllllon in new :

7
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“power &nd other utility facilities. These amounts have been inclu l
in the Mission's minlwum reconstruction and development program.
However, as already éointed out, the undertaking aof such projects is
dependent on further investigations to determine their feasibility and

. economic worths,

It is probable that much of the veconstruCulon and devalopment

relating to the fields of mining and industry can be accomplished with
the finsncial assistance already gvailable to Greece in the form of sorplus
property credits and reparations awards. Bvery effort should be made
fuliy to utilize these resources.

v " Sound mining and industrial enterprises are, by their very nature,
self-liquidating. Consequently, any financial essistance in their
rehabilitation or development should be extended on a loan rathsr

then grent basis.

i

T N
Pre-war_Situation: In order to 1ncrease'egr¢cu¢tura] rodust lonJ the

Greek Government initiated an extensive,land reclamation progran in the

x
o

”eérly 1930's. Although the program included many small develdpmentav

“the principal projects were those for the drainage, flood control and
. ' irrigation of the Salonika, Serres and Drema Plains in Macedonla and
tﬁe ;Larissa and hardltsam;rlkkala Plalns in Thesgsaly,

The works - 1n MaCﬁdonla were designed for the protoctﬁon of 420,000
acres’of land and were carrled out by Unlted Stutes contracting firms.
yhen work stopped in 1938, due to lack of funds, the flood control and
dralnage features had benn v1rtua11v complcted and some land on tne
Serres and Drama progects hed been placed under 11r1gat¢on; Abou$,A

35 mllllon bad been expond”‘ hat time,
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The projects in Thessaly were designed to protect 334;000 acres and
were undertaken by a British contrscting firm. When the war interrupted
the work, the projects had been only partially complcted and the %ork
done represented an expenditure of apout (,11.5 million.

Viar Dameges All three Macedonian projects suffered from lack of maintenancc
throughout the Wer with the result that ditches became silted and the .
levees were impairgd“ -In addition, the retreating fAxis forces destroyed
the flood control structures of the Serres and Salonika projects and
demolished the railroad and highway bridges crossing the principal

drainage c;\nals° Construction equipment and maintenance shop machine

tools were elther damaged or stolen.

The damage in Thessaly was not so-extensive because of the incomplete
status of the projects. It consisted mainly in the destruction and
looting of construction equipment and machine téolsa In other parts of
Greece the smaller projects also suffaredldgmdge by. reason gf iack of
malntenence qnd loss of construction pqulpmentn |

Prellmlnarv Restoration: The Greek Mlnlstry of Public Works has proceeded

~as best it could, with limited funds, to restore the prlnc1pal reclamation

worksa_ In Macedonla efforts mere concentrated on the repair of the main

'

flodd centrol weir of the Serres project as its damaged condition would

a serious flood. A& provisional méchine shop has becn established at

Serres and it has been‘possible to repair some few pieces of construction

equlomenb which are nOW’WOrkan on malnt 2ining the badly silted drainags.,

. dchhes»

Thb Brltlsh contrwctlng flrm has Tesqmud operatlons in Thessaly on a

1

‘H llmlted scale and has managed to pf'oe some. of 1ts constructlon equlpnent
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Funds so far made available by the Gresk Government for restorstion
of reclamgtion projects have amounted to only about §340,000. These
funds have been supplemented to some extent by UMBRA equipment and by
utilization of the Eximbank credit for purchases emounting to about

§1,600,000.,

Reconstruction Programz The Board of Reconstruction has submitted a
billion doller program for the utiliiation of Greek water resources which
includes a 0,25 million item for restoration of damage to land improvement
works. The basis of arriving at this latter figure has not been expleined.
A competent United States contractor has estimated that the repairs and
rehabilitation of the Macedonian projects can be carried out for §7 million.
Ls these were the largest projects and suffered the heaviest damage, it
is difficult to reconcile this cstimate with that of the Board of
Reconstruction.

The Mission believes that the restoration of the Salonika, Serres
and Drama projects should be completed without delay in order to protect
the substantial original investment. %Eb‘necessary funds have been
included in the Mission‘s.reconstruction and dévelopment programe.
%ﬁe Mission also feels that the magnitude and urgency:of this work
werrants its execution by a qualified foreign contracting firm.

To the extent that funds can be made aveilable, repairs and meintenance

should be continued on the other smaller projects throughout Greece.

Further Development: The development of additional agrigultural lands
{
by drainage, flood control and irrigation is one of the most promising

means of improving the Greek economy and increasing food production.

It offers the advantage of quick application as plans already exist

for. adding irrigation featurcs to the projects in Macedonia and for
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completing the work in Thessaly. Plans have also been prepered for
three projects involving 54,000 acres in Epirus. A further advantage
is that in many cases projects of this type can be self-liquidating
bocause the value of increassd production evceads the cost of construction.
Such projects immediately benefit the foreign exchangs position by reason
of added agricultural exports and decreased food imports.

Tt hes been estimated that 320,000 acres of land in the Macedonian
projects could be placed under irrigation for ebout 419 million. The
works in Thessaly can probably be completed for from £10 to 415 million.
The Epirus projects would probably cost about &5 million. There are
meny other possible projects which have not been studied in as much
detail and which should not be undertaken until suitable planning has
been completed. In preparing its reconstruction and development
program, the Mission has assumed thet ¢20 million might be invested
in land development projects Guring the next five years.

The chapter on fsgriculture poinﬁi\out'the necessity of protecting
land development projects by headwater éontrol measures to prevent
erosion end resultant silting. dny further development should take
cognizance of this nesd and a portion of the available funds should
be allotted to this type of work. The seme chapter also stresses
the need for better and more coordinated planning of land development
projects. It is probable that the techniques employed in the United
States could be used to advantage in Greece. The possibilities of
supplying training and advice through the United States Bureau of

Reclametion and the United States Soil Conservation Service should

receive careful consideration.
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Housing

Pro-war Situation: The constantly expanding population of Greece prior

to the War resulted in a high rate of building activity, Following the

Asia Minor disaster of 1922, it was necessary to provide housing for

} 176,000 refugee fzmilies. This was accomplished in a neriod of 8 years
by the construction of 136,000 new homes end the rehabilitation of

40,000 old ones. Following 1929, it is reported that the normel level

of building activity resulted in the construction of 10,000 buildings
a vear representing an annual investment of about $18 million.

Judged by modern standards of sanitation and confort much of the
pre-war Greek housing was inadequate. The cities in particuler contained
slum areas and lacked facilities for water supply and sewage. Rurel
dwellings were simple and in many cases crude but hed the advantage
of more open surroundings.
bar Damage: Estimates of the war damege to homes and other buildings
in Greece vary between wide limits. iccording to the Borrd of Reconstructior
the damage .mounted to {575 million or\éj percent of Greece's total
Abuilding wealth. Observation by members of the Mission in their visits

’fo_v&rious sections of the country indicated that these figures are

s

too high. The Board presents the following statistics:

Rural  Urban  _Total

Bulldings completely destroyed 118,000 37,500 155,500
Buildings partly destroyed 16,000 25,500 41,300
Total 134,000 63,000 197,000

There is ample evidence throughout Groece that the restoration of
homes, schools, stores and public buildings presents one of the most

difficult phases of the whole reconstruction program. In countless
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instances whole villages have been destroyed. People everywhsre are
living in mekeshift shelters under crowded conditions.

Preliminary Restorations The initial accomplishments in rebhilding the

damaged and destrqyed homes of Greece have been small in comparison with
the magnitude of the total problem. Funds have been extremely limited,
there has been indecision as to procedure and the political insecurity
has discouraged private enterprise which is essential as a supplement

to governmental aid.-

Immediately following Liberation, phe responsibility for housing
was placed with the Ministry of Agriculture which undertook e program
to provide temporary shelters for the homeless. This was followed by
the estcblishment of the Ministry of Reconstruction which approsched
the problem from a broader and more permanent standpoint. There is much
to be commended in the way in which the Ministry hes proceeded. . It has
realized the importance of relying on iggigenous building materials
and has concentrated its first efforts on augmenting their production
¥y instelling sawmills and tile factorieso It has recognized the
necessity of limiting government aid to & minimum end has developed a
plan whereby government funds are used to construct a nucleus housing
unit which will provide minimum shelter and which can later be expanded
through the individual efforts of the homeowner. 1t has attempted to
adjust government aid in accordance with need. In cases of destitution
government funds are used to defray the entire cost of rebuilding or
repairing & dwelling, Where the need is less evident, the Ministry

furrishes needed building materiels and the owner provides the labor.
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The Ministry of Kcconstruction might be criticized for its propensity
for city planning ond other related activities at a time when the urgent
need is to build roofs over people's heads. These activities are well
intentioned and may be justifiable in the long run, but they have the
unfortunate danger of delaying action on the part of a homeowner who has
the money to rebuild his house but who hesitates to do so because he
is not sure whether his street will continue to exist in the now town
plan currently under study. -

Tt is reported thet as of March 31, 1947, the Greek Government had
made available about 22 million for building purjoses of which 15
million had been used for housing. UNRRA hes also nided materially
by importing lumber, roofing materials, etc.

Reconstruction Program: The Board of Reconstruction has submitted a

five-year building program amounting to 461/ million. Wwhile the need

for such a program may exist, it obviosusly not only excceds the
‘\

country's absorptive capaoity, bub also the extent to which public
_aid can be expected to participate,
’ The ultimate solution to the Greek building groblem must rest
with private capital and initiative. Nevertheless, there are neny
areas whare'government subsidy is essential because of the complete

desbitution of people from totally destroyed villages who, under the
best of circumstances, have only a limited cash income. Using indigenous
building materials as fer as possible, these people can be housed for
about 1,000 per family. The Mission hes included ¢12.5 million per
year in its reconstruction and development program for this purpose.

Over a five-year period, this would provide 62,500 dwellings which, it

i§ felt, should teke care’of the most urgent part of the housing program.

S R B S




HARRY S, TRUMAN LIBRARY

Papers of
Stuart Rice

omgaa R

J—

- 43 - {

Tt is estimated that not more than 20 percent of these funds need be
expended abroad for materials which are non-existent or in short supply -

in Greece.
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CHAPTER VII

' INDUSTRY AMD AINES

THE PRE-TAR POSITION

Industry. Up to the end of the first “orld "ar the volume of Greek
; industry was negligible; the country relied almost entirely upon foreign

imports for its manufactured gocds. While some impetus to domestic manu-

facturing plants was provided by shortages resulting from 1914-1913 war-
time restrictions, substantial progress in.industrial development was
not made until the influx of nearly a million and a half refugees from
Asia Minor in the 1922 Turko-areek exchange of porulations. The agri-
cultural lands, already heavily over-populated, were unable o support
such a vast increase, and it therefore tecame necessary to absorb many
of these people intc the economic 1life of the country through the devel-

opment of new industries.

Partly responsibie for the subsequent rapld growth of industry was

the necessity, brought about by critical financial conditiuns in the
A\

- . o s > . .
1930's, ror the Government rigidly to conserve its foreign exchange by

limiting or prohibiting the importation of goods which could, with
=Y iy D 7

=
<

encouragement, be produced locally. Under this policy heavy tarilfs were

imposed on imports of manufactu}ed goods, while manuafacturing machinery
was allowed in duty free. Substantial loans were made for expansion and
development, Thus, Greek industry prospered, althpugh in general 1t
remained small and inefficient, comparing very unfavorably with, for
example, Italy or the smaller western Fuyopsan oougtries, "liile most

of the'plants were baséd on utilization o% lccal resources and were
sound, some owed their success largely to pfotectiqn provided by Govern-

ment controls, In size they ran ed from lange modern establishments to
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home industries; the oulput of plants employing less than 25 persons
represented approximately 30 percent of the total industrial produc-
tion.

It is estimated that in 1939 about 30 percent of industrial prod-
ucts consumed were manufactured within the country. Industrial plants
(including food industries and mines) produced in that year about $182
million worth of goods, and net earnings represented an estimated 12-%
percent of the total national income, Industrial production consisted
of the following:

Industry 1939 _Production
(thousands of dollars)

Foodstuffs (inc. wine and

olive oil) 70,371
Textiles 34,736
Chemical 28,115
Electric Fower 11,700
Leather 8,348
Mines 7,200
Metal working 5,044
Building materials 4,652
Fapsr N 4, 487
Hood working . 4,248
Tobacco 2,109
detallurgical 563
Clothing _....338

TOTAL 181,911

That portion of inlustrial production which was exported by all
branches of industry (including olive oil and wine) amounted to about
#32 million, or sbout 18 percent of total production. Chief among indus-
trial exports were textiles, %1,233,000; chemicals, ¥4,608,000; and
minerals, %4,320,000. Exports of glive oil amounted to 2,232,000 and
wines and spirits %2,638,000,

A parallel program to stimulate the local vroduction of raw

i
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waterials for industries achieved considerable success, and in 1939 oni&‘““
23 percent of the total used was imported, as compared with 59 percent in
1928, a year of far lower industrial activity. It is noteworthy that
raw material imports in 1939 were only 8 percent higher than in 1928,
although the index of industrial production indiéates a 79 percent
increase in industrial output.

With the exception of foodstuffs which in an agricultural country
such as Greece naturally would be of greatest importance, the textiles
and chemical industries are by far the largest. Excluding foodstuffs,

textiles represented in 1939 almost 30 percent and chemicals about 25

percent of indusirial output.

Remarkable progress within recent years brought the Greek £eﬁtile
industry to its 1939 production level oi $34,736,000; it employed about
20 percent of all industrial personnel. About 40 percent of this pro-
duction figure represents the manmufacture of cotton yarns and textiles,
and about 30 percent wool yarns and textiles. The remalnder was in silk
fabrics, knitted goods, jute, hemp, flax, and miscellaneous goods. From
8@ to 85 percent of domestic requirements were met from local production,
in addition to which some exports of certain types of products were
possible, mainly to neighboring European countries. ¥rom 80 to 85 per-
cent of raw materials requirements for the cotton indusiry were met
from local production, as were sbout 75 percent for the woolen, and
nearly all for the silk. Virtually all machinery for the textiles
industries was English and German, almost all recently installed equip-
ment being the product of the latter.

The principal chemical products are sulphurié acid, chemical
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fertilizers, naval stores, alcohol, dyestuffs, soap, explosives and ammuni-
tion, and olive kernel oil, WNormslly, an estimated 20 percent of Greek
requirements for chemicals is met from local production. Of the 1939 pro-
duction of 28,115,000, %4,600,000 worth was exported; this included
%1,610,000 in na¥sl stores, the largest exportable surplus in this branch.

The center 5f Greek industrial activity is the Athens-Tiraeus area,
where it is estimated are located nearly half of those plants employing
more than 25 persons. Statistics provided by the Federation of Greek

Industries indicete the following percentage distribution (based on 1939

roduction) of industries of all sizes by areas:
p N

Athens % Pirasus 45%
Yacedonia 17%
Feloponnesus 117
Asgean Islands 8%
Thessaly 5%
Crete L%
Central Greece A
Thrace 3%
Ionian Islands 2%
Epirus . 1%
A

This centralization in the Athens-Tirseus area is due to a combination
oﬁzseveral Factors: access to Pirseus port facilities and internsl com-
munications; large labor supply; electric power; fresdom from high
municipal, rozad snd rort taxes of other areas; and large nearby markebs.
Fractically all of Greece's machine shops ere in this vicinity, snd their
easy accessabllity for repair work is in itself an important factor.
Fower for most plants in the Athens-Plrseus area, as well as those
in some other industrial districts, is obtained from central electric
power systems, although most of the larger plants have thelr own
resérve units. Within recent years industries developing their own

power have usually installed fuel oil umits,.although heavy imports of
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" coal still sre required. In 1939 imports of fuel for power amounted to

"

%13,600,000. There is a plentiful supply of lignite in the country. but

the use of this low grade fuel has never been developed to any apprec-
iable extent.
Mines. The mineral resources of the country are extensive, but due

to limited use of modern extraction methods and equipment Greek mines

have never produced ruch. In 1938 minerals constituted lass than 5 per-
cgnt in valye of totul Greek exports. Scattzred throughout the count;y,
although generally within 10 miles of the coast, are a great variety of

deposits, 1938 extraction of which included the following quantities:

Dollar Value
(thousands)

Type Tons

Iron pyrites R24, 1,032
Magnesite 18 1,002
Iron OUre 349 634,
Chremium ore 42 573
Bauxite 180 540
Lignite 108 267
Mickel ore 50 233
Lead ore 15 216
Barytes 35 ; 132
fanganese ore 7 39
Zinc ore 10 85
Hixed Sulphurous 31 79
Emery 3 59
discellancous .22 B

TOTAL 1,244 5,021

In addition, 51,000 tons of furnace products, valued at %2 miliion, and

229,000 tons of guarry products, valusd at $151,000, resulted in a total

o]

production of 1,524,000 tons valued abt $7,172,000. Of this totel,
920,000 tons with a value of %3,220,000 were exported.

Fre-war exports of Gresk minersls depended hesvily upon the German

market, whick bought about 35 percent of the total. Due to extremely
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wneconomic production methods, poor transrortation facilities, and the
locgtion of mines in remote sections of the country, the cost of Greek
minerals in general has been high and it was the urgent need of countries

preparing for war that stimulated the industry.

EFFECT GF_THE WAR.

Industry. Greek industry suffered heavily during the war; indus-
trial damages amounting to Dr. 9,081,360,000, or about $82 million,
were claimed by the Government at the Psris "ar Reparations Conference.
However, since a relatively high percentage of industry remained intact’
at the time of Liberation, the greater part of the claim presumably was
based on losses caused by disruption to industry, and losses of materials
and products.

Tt is estimated that military action and lack of maintenance had
these effects:

Tercentage of production
facilities unworkable

foodstuffs . 25
Textiles . 35
Chemical 20
Blectric Fower 50
Leather )
fletal "orking 20
Bullding Yaterials 20
Paper X Frinting 20
Mood ¥orking 30
Tohacco 10
Metallurgical 30
Clothing 30

Even though most facilities were intact, factories were effectively
stopped by the complete lack of raw watsrials and transportation facili-
ties, and the partial destruction of power units. Workers were scattered;
skills had been lost by years of idleness; and worker incificiency,

patriotic during occupation, was hard to throw off. Credit was
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unobtainable in an inflationary economy.

Mines, It is estimated that up to 50 percent of mining facilities
were unworkable because of flooding, collapse and destructicn of equip-
ment. Chromium and bauxite mines were psrticularly hard hit. While
there are no detailed statistics as to the specific damage done, the
Greeks asked reparations of Dr. 2,023,894,000, or about %18 million, for
damages.

PROGRESS TUWARDS PECCVERY,

Industr In retrospect Greece's problem of industrial recovery is

made misleadingly encouraging by the high proportion of intact manufact-
uring plants at Liberstion in October 1944. Thers were problems of raw
materials, eguipment, transport, labor and finance. Tolitical and
economic instability during 1945, disputes between industry and Govern-
ment, and the insbility of the Government to carry out an effective
program precluded any appreciable progress towards industrial recovery

during that year. v
S

HMost of the industrial plants soon wers restored to workable con-
diﬁion. Complete statistics as to the percentage now intact are
unavailable, but even in early 1945 in a survey conducted by UNRR4,
1266 manufacturers reported that 91.3 percent of their buildings were
sti1l intact or serviceable after small repairs, and that 98.3 percent
of their machinery was in operating condition eitherllmmediately or
following minor repairs. These statistics, provided by the manu-
Pacturers themselves vho would not minimize the extent of damages,
differ sharply from the Government's reports absorbed by the psople

that Greek industries are virtually destroyed. Combined estimates by
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various authorities of present productive facilities present an only

slightly less healthy picture:
(Percent of 1939)

Foodstuffs 90
Textiles 75
Chemical 25
Electric Power &0
Leather ' G0
fetal "orking 85
Building Haterials 85
Paper % Printing 40
Toodworking 80
Tobacco 100
letallurgical 75
Clothing 20

The drachma assets of industrialists had been wipsd out by war and
inflation, and most of them refused to convert tleir local real assets
or foreign asszets into funds for reconstruction., Bank credit was uvnob-
tainable. For this resson the Government found it necessary to make
industriel loans of about “23 million during 1945 and 1S946.

Imports of industrial items have teen largely through UNREA. In
1945 it imported only 15,000 metric tons of raw materials, but by

\~
January 20, 1947, this had risen to 40,415 A breskdown by types,
value, or branch of industry is not available.

“hile the marked improvement in transportation facilities has
alded in industrial recovery, transportation still remains a limiting
factor in industrial production.

Imported raw materials are normally distributed to various indus-
tries under a rlan designed to assure fabrication of goods at reasonable
prices. ™hile controls of this nature ars obviously nevessary uatil the

econcmy is more stabilized, indications are that some tyypes of industry

have held down their production because of ceilings that denied them
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the profit which they demand,

Some progress was made during 1945 in the rehabilitation of industry
and it is estimated that by the end of that year production had reached
about one-third the 1939 level, With increased imports of raw materials
and industrial equipment, increased domestic resources, and greater
stability of the currency, it is estimated that 51.2 percent of the 1539
level of production was reached in 1946. Statistics complled by the
Federation of 'Greek Industries indicate that for that year production

in the various categories reached the following percentages based on the

1939 level:

Fercent
Foodstuffs 69
Te ttiles 57.5
Chemicals 42.3
Electric Power 70.7
Leather 22.8
Metal Working 20.5
Building Materials 39.3
Paper & Printing 47,5
Woodworking 17.7
Tobacco v 105.9
Metallurgical N 20,8
Clothing 50

Thé foregoing figures represent the production of the entire year; the
monthly level reached during the latter part of 1946 averaged over 60%
of 1939.

An important factor in increased productivity has been the repair
of electric’ power establishments. In the Athens-Piraeus are; production
of electricity is substantially over the 1939 level, Retarcéd progress
in other areas, however, brought the average for 1946 to only 70,7 per-
cent of 1939. Although in the provinces the problem has heen more acute,

it has not greatly affected production. Salonica and Voles in particular
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have suffered from lack of power, It is significant that motive power
in plants not using electricity continues to be obtained almost entirely
through large imports'of coal and fuel oil, rather than through ‘ncreased
development of lignite resources of the country.

A heavy burden upon industry wss continuation of the war-time law
prohibiting dismissal of workers except with the approval of the Govern-
ment, which it is undérstood was glven in very few instances. Aslde
from the burden of overstaffed plants, productivity by individuals had
been reduced tremendously through lack of competitive incentive. This
law, however, has ncw been woadified so that this serious problem has
been largely overcome, While average productivity ha; not reached a pre-
war level, which itself was never high, a recent UNRRA survey in the
Athens-Firaeus area disclosed employment was at 21 percent of 1939 while

production was at 59.3 percent. This sarently low productivity is

axplained in part by the fact that artisans are fewser in number than

before the war and as a result indusbtry is conduclting a ftraining program
.

~

which is an offsetting [actor. .

Statistics provided by the Graek Tédaration of Labor indicate that
iﬁdustrial lzbor emplovment in June 1946 totaled 101,000 as compared
with 140,000 in December 1939  As an anti-inflsationary measurs, an
effort has been made by the Government, with practically no success, to
stabilize wages. An UNERA survey indicated that in terms of real waZes
civil servants and workers in industry and commerce receive sbout 77
percent of their nre-war wagass. "orkers in industry 2re believed to
average almost 100 percent, and in some cases much higher.

UNRRA estimates that productive capacity of mines has been
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yrovided by the Pederation of Greek Industries ‘ndicate that the mining

industry, excluding lignite; at the end of 194% had reached a monthly
production level representing only 17 percent of pre-war, and that
lignite production was at ayproximately 30 percent of pre-war.

The principal mining activities since the war have bheen two pyrite
mines, two chromlte mines, one sulphur mine and one magnesite mine.
Although a great demand for fuel exists in the country, the production

of lignite for the entire year was less than half the pre-war output.

THE TRESENT PUSTTICH,

Industry. While Greek industry has grown remarkably since 1922,

it still remains a minor part of the economy, producing mainly lor

local consumption. Of a porulation of 7,300,000 pecple, only 101,000
are now engaged in manufacturing (pre-war 140,000). Less than 3 percent
of the population are dependent directly upon industry for their living;
on the other hand, from 60 to 65 percent of Greece's population is

dependent upon agriculture. Excluding, ores, industrial production
= ~

~

constituted only about A5 percent of Greek exports in 1933,

Although the war had a devastating effect upon industry, a
relatively large percentsge of industrisl plants are in working order;
estimates run ss high as 91.3 percent for buildings and 38.3 percent
for machinery. Depreciation of machinsry, however, and the inability
thus far to obtain adequate rerlacements may have somewhat reduced this
percentage within recent months.

Froduction is only 51,2 percent of 1939, Excluding foodstuffs and
mining, 1% 1s estimated that nearly half the present industrial activity

is in textiles, which has reached 57.5 percent of pre~war rroduction,
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The slow progress in industrial recovery is due to a nunrber of factors,
the most important ol which are:

1) Insecurity. There is a definlite reluctancé on the psrt

of industrislists to invest under the present unstable con-
ditions. This is particularly true with respect to those
industries, investment in which must be amortized over a

long period of vears. The too common tendency of industri-
alists is to convert their liquid asseté inﬁo gold or

foreign exchange for hearding purposes, and until the threat

of political upheaval or sconomic breskdosn is removed, there

is little possibility that this tendency will be overcome.

==

2) inancial. HMany industries which otherwise would under

pregent circumstances extend their yroduction are handi-
carred by the lack of funds, especially foreign exchange for
the procursment of raw materials and replacement items, as
well as local currency for repaLrEJ maintenance and expansion.
'The high intercst rates charged for industrial loszns make it

% difficult for industries economically to borrow, Moveover,
within recent months industrial losns have been granted by

the Bank of Greecs only in exceptional cases and at 7 rate

less than half that prior to November 1946, The liberal lend-

ing policy was abolished in Novembier upon the recommendation of

the’éurruncy Committee, mainly because of the strong suspicion

that much of the money obtainad vas nbt being used for produc-

) tive purposes but was being invested in gold Jor hosrding.

Furchases of gold from the Bank of Greece Tell.off considerably
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following this dscision.

3) Shortage of Motive Fower., Electric power rroduction in

Greece as a whole has reached only 70.7 percent of prewar and
the resulting shortage has established s limitetion upon produc-
tion of many industries, particularly in the provinces. The
destruction of power units in those industriss vsing coasl and
fﬁel 0il has somewhat impeded progress in vlew of the difficulty
of obtaining replacements. Limited import of fuel is in itself
an important factor.

4) Inability to Ubtain Spare Tsrts for Foreign Machinerv.

Tn the years just prior to the ¥ar much of the industrisl =
machineiy imported by Greece was from Germany or other Eurorean
countries from which spsre parts cannot now be obtained. This
difficulty has particularly affected the textiles industry in
which a considerable number of machines are effectively stopped

for lack of wnarts.

13

~

~

5) I§§g§§9£§g§iggi The inadequacy of transportstion facilities
has to some extent imreded the distribution of raw materials as
well as the shipment of Finished products, and sdds considerably
to the cost of production,

6) High Cost of Production. Several industries have potentisls

much higher than their present output and are otherwise rrepared
to produce for export, but the high cost of their products limits
demands, Internal costs of labor, raw materials and transporta-
tion have placed many Greek products in a disadventageops

rosition vis-a-vis imported goods for local consumption and
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the unrealistic exchange rate between the drachma and foreign ™7 ..
currencies has retarded exports.

7) Lack of ¥unda for Reconstruction, Some industries, such

as bulldipge materials, are now prepared to produce much larger
quantities but, due to the lack of private and public funds
for reconstruction, orders have bren very limited.

Mines. . 1lthough about 75 percent of the mining facilities are in

operating condition, the present rate of production of all minss, exclud-

ing lignite, is about 17 percent of pre-war; lignite mines are now pro-

ducing at the rate of 30 percent of pre-war. 4side from the damage to

facilities and equipment, other main impediments to increased rroduction

are:

1) Insecurity. Miners, like other industrialists, have been
reluctant to invest in reconstruction and development under the

present political and economic conditions,

2) Hich Cost of Products. A combination of factors such ss
primitive extraction methods, high wages ané transyortation
costs, and the unrealistic exchange rate of the drachma have
placed the cost of Greek ores considerably sbove the world
market, Since practically all Gr.ek ores are extracted for
export, miners obviously have little interest in expanding
production.

3) Loss of Markets. The main importers of Greek minerals

before the war were Germany and other Buropean countries which

were then willing to pay the high prices demanded. The loss

of these markets has been serious.
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4) ‘Transportation, The shortsge of transportation hss made

it impossible for many mines to -roduce at the pre-war level.

Although Ffinance has in general not been a

limitipg factor in the mining industry, sowe operators have
suffered from the lack of funds. The primary reciypients of
Government loans made for mining have been producers of lignite.
{The results of lignite development, however, have been very
unsatisfactory due to the high cost of production and the low
calorific value of the mineral.)
Ores are processed in Greece only to an infinitesimal extent, and
practically all reguirements of refined metals are imported. Lacl of
local power accounts for the failure to expand the metallurgical Lnd?stry.

Development Fossibilities, In view of the territorial limitations

upon agricultural development, expansion of industry is necessary if the
country is to achisve a balanced economy. Industrial expansion Apprec-
iably beyond the 1939 level, Liowever, depends larzely on new and chesper

power facilitles, which ideally should be through hydro-electric nroiects

= and the development of the use of lienite, as well as planned utiliza-

tion of the country's natural resol rces.

Greece}s greatest potentisl source of wealth is her minersls. ™ith
the installation of modern extraction masthods, reduction of internal
costs, improvement of transportation facilities‘an& the establishment of

metsllurgical plants, this vhase of industry could revolutionize the

. Greek economy. Development of lignite mining and the establishment of

processing plants might very substantially reduce the heavy drain upon

foreign exchange resources now caused by the importation of practically

,
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all fuel. Lignite is a fuel which could compate in cost with imported coal
and oil,

Another important possibility for industrial expansion is in the
agricultural processing industry. Although Greece is a large producer and
exporter of agricultural ﬁroducts, there are comparstively few proces-
sing industries in the country. By locating such plants throughout the
country, unemployed rural workers could apply their efforts to useful and
lucrative pur:oses. Establisghment of refriéeration rlants would also aid
greatly the distribution of perishable agricultural goods, and would
rermit a more even flow of food to the market,

At the request of the Greek fGovernment, UNRRA has undertakeﬁ an
extensive survey of Greek industrial potentislities with a view to
expanding those phases which have the greatest possibility of developing
the Greek economy to a completely self-sustaining basis. "hile detalls
of the conclusions formulated as a result of these studies are unfortun-
ately not yet available, it is undarstooq\that they indicate encouraging
possibilities for the development of Greek resources and creation of
ig@ustries based upon utilization of such resources. It is believed
that the findings of the group of specialists engaged in this work will
provide an excellent framework for planning industriasl excansion.

While there is general recognition in the Gresk Government of the
importance of industry and mining to the Greek economy, thsre is no
adequate Gover:omental body to plan orderly developmenﬂ. With thq
termination of UNRRA, there is a danger that the value of their studies
will be dissipated uﬁless the continuing work is incorporated info an

agency of the Government itself,
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Greece's share of German reparations in ingustrial plants and equip-
ment amounts to about 6% percent of items to be distributed, and could
play an important ﬁart in the devei@pment program, provided utilization
is planned in conjunction with, and fitted into the gensral rattern of,
an ovar-all program. It is obvious, however, that industries thus

.

scguired will reguire considersble carital for their renovation, trans-
portation, installation and operation. The lack of investment or public
funds in Greece for this purpose provides a definite limitation upon
apprreciation of reparations unless foreign capital is made available.

FECOIMENDAT IONS

Several of the oreatest deterrents to industrial recovery - insecur-
ity, inadequate transportation and power, and shortages of foreign
exchange - are mattérs covered elsewnere in this report. Their correc-
tion will automatically help industry. The extent to which foreign
funds are recommended for industrial recovery and development is out-
lined in the section entitled “Reconstﬁugﬁion and Development!. Recom-
mendations dealing with other aspscts follow:

A, Hecovery.

1. Credit to industries for current operations should be
granted by the Greek Government whiere the neced is
clearly demonstrated; all enterprises granted credit
should be closely observed to ensure proper use of the
credit; industries which have misused past eredits
should not;be granted furthér credit,

2. The present high cost of production should be reduced

by every practicable mgans, including:
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! (a) Removal of the antiquated road and community btaxes now
being levied;
{b) Correction of the abuse of Govérnment granted monop-
; c olies and subsidies; and
; (¢) Measures to reduce the number of unneeded employees
and raise labor productivity.
3, Granting of impor: licenses and foreign exchange should be care-
Pully supervised for the berefit of the whole industrial economy.
(a) TImport licenses for raw materials should be conditicned
upon undertakings to sell the fabricated goods within an
established level.
(b) Raw materials should te imported in preference to
finished goods, if the goods can economically he manu-
factured in the country.
B. Development.
1. Greece's industry must be dgveloped if she is to support
herself. A development p;;éram should utilize local .
resources and foster industries using these resources.
Mining - the country's greatest undeveloped asset,
lignite extraction - a remedy for the present fuel
deficiency, metallurgical industries and agricultural
processing industries are foremost possibilities which
should be explored.
2. Planning and supervision of industrial development
shonld be centralized in an "Industrial Development

Agency", with the following respensibilities:
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(a) TFormulating the industrial development and expan;
sion.program.
? : (b) Arranging for technical studies of specific
projects.

(c) PReviewing applications for industrial develop-
ment and expansion loans by the Bank of Greece
to ascertain that the proposed projects fall
within the general program.

(@) Treparing applications and supporting statements
for foreign loans for industrial rehabilitation
and expansion.

(e} Establishing procedure and methods for under-
taking new industries.

(f) Acting as liaison with the Greek Delegation at
the Inter-Allied Reparations Agency in obtainw.
ing for Greece her\qgare of industrial plants and
equipment under the Ge;man de~industrialization
plan.

(g) Flanning effective utilization of reparations
items in individual industries, including sales
to approved industries on credit, collateral for
which could be an equity in such industries until
tﬁe obligation is discﬁargedb ’

3. The Agency functioning under the Minister of National

Economy might have (a) a Board including a representa-

tive of the American Recovery Mission, (b) a Director
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General, (c) a planning group in:luding several of the UNRRA
pergonnel’ now engaged in industrial development studies, and
(d) Foreign technical advisors employed “o study the economic
adyisability and technical suitability o individual, projects,
Credits should be granted by the Government for the develop-
ment of industries if the industries come within the plans
of and are approved by the Industrial Development Agency.
Industries granted credit should be closely observed to
assure proper use of the credit,
Tlants and equipment acquirid as reparations from Germany
should be used to the maximum, but before any are chosen
compefent technical adyisors, preferably Amzrican, should

survey their suitablility for conditions in (rsece,
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CHAPTER VIIT

’ AGRICULTURE, FOOD_ AND FISHING

A. AGRICULTURE

'

Agriculﬁure is still the.dominant feature of the Greek economy. Of

the total population of Greece, 60% to 65% are dependent upon agriculture

for a4 livelihood, A substantial part of the national income is derived

from this source and 70% of thé exports are agricultural.
The agriculture of Greece was studied by an outstanding group of
égriculturists for the Food and Agficulture Orasnization of the United
Nations in 1946. Their report, published in Harch 1947, in addition to . f“
meking many recommendations, discusses the utilizastion of water, measures
" to improve technical azriculture, crops, soils, feed and livestock, seced,
i education, government progréms, cooperatives, credit, fisheries snd dsvelop-
. )
ment, Since the FAO Report deals extensively with long-term programs,
the concern of the American Economic Mission was largely confin.d to
. A .
measures which might be undertaken in the immediate future for increasing
agriculture's contiibution to Greek recovery, _ . RN
. PED"AR AGRICULTURE | o
The total area of the country is 50,000 square miles, of which only
| 20% is arable. It is a mountainous country iA which there are few

sizable plains, The mountainous'territoryvinclﬁdes~many small plots suit-

1 .

able -for olive trees and grain crops; but most of this area is suitable

.only for the 'grazing of sheep and goats or for forestry. While the arable .
srea is not extensive, some of it'ig fertile agricultural land suited for -

the growing of valuable crops sugh as tobacco, grapes snd olives. Theﬁ

,»prodﬁcﬁivity'of the cultivated laﬁdAhés detericrated Eecnusé df’Qhe ldck/

‘
P

.
o
1
i

1
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‘ "of proper conservation practices and the hills, whose cover has been
removed by overgrazing, burning or fuel cutting, are being damaged by
erosion. Leck of water during the summer months is a deterrent to pro-
duction of crops which grow in this season. While there is considerable
rainfall during the winter months, there is a general scarcity of
molsture during the zrowing period. In many sections rainfall is sup-
plemented by irrigqt&on, the water being obtained from underground
scurces with small power or animal driven pumps, and to 2 smqll extent
fromxthe impowndment of surface waters.

Lend holdings in Scuthern Greece have:alwavs been small and this
tendency was blvan added 1mpeuus in Northern Gresce by the land rcforms

of the Twenties, Over two-thirds of the holdings are less than 7.5

acres in slze. Warmers live in villages, going out each day to their

fields, and, since,they‘often have several emall plots at a distance from

eanh other, much of the day is wasted in commuting,, Host of the work

is done with the same equipment and methods that have been used for
Tn

. centuries, Modern machinery is'uncommon - there were only 1600 tractors

|
:
:

in,all of Greece before the war - and inefficient use of manpower is

the rule. : A i

Tven the aVallable agr cuitural facilities:are not uged to:the hest
advantage. CUltUPQl prqctlces in Greece have ‘nok been ‘such as 1o maln—
taiﬁ soii fértility. ImprOLer crop rotation has resultod in oepletlon
of frrtlllty gna ovorvra51ng in the mountaln qre1s by smqll anlmqls hasz

resulupd in cxt nsive erosion, Only smnll quqntxtlms of manure are qvall-'

able for cultlvuted crops bpcau'v

i the,small aumber of Farm animals and

e in pgStures.k The use of

|
%
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‘substential amounﬁs of fertilizers only began in the Thirties.

The poor soil, small farms and primitive techniques all result in very
"1ow form incomes. Before the war the gross average income, including the %
valua of Food consumed, did not exceed $300 per farm. In addition, many-

|

of the farmers cdepended upon a single cash crop, whose failure faced them
with starvation; this was partlcularly true in the tobacco regions.

Two~thirds of the cultivated area of Greece is devoted to cereals,
over half of this being wheat and the remainder predominately barley and

corn. In spite of the large agreage devoted to cereals, Greece has never

besn able to produce ever her demestic requirements. Concern over this

deficiencj hefore the war led to a government subsidy program which ralsed
cereal production from 38% to 64% of domestic consumption, by shifting écreagé
From other erops to cereal prodUQtibﬁ. By world standards the cereal

vield per acrs is low in Gresce.

Distribution of Total Cultivabad Area by Crops

! . 1938 SO :
Orons: .o hres Percent of:Total
-op ‘ o o _S?;emma(l‘Acfes{” ' S
Cereals ’ 16,060 - 3,970 66,7
Tulses o e o 208 3.5
Totntoes : o292k w550 .9
 Fresh Yegsbables : 677 167 2.8
Tobacco g2 0208 3.5 .
' Cotton 2 . 686 170 2.8
L Susame : 348 86 1.5
. VUinpyards ' ’ 1,852 & 458 ane
. Currants % Raisins - : gay 197 3.3
Other Crops L1761 435 7.3
‘ Total 24,096 5,950 - 100

. Source: UNKBA Greece Mission

' The main industrial crdps aré tqbacccﬂand cotton. - Less than 4% of

the cultivated land is devoted to t'baggd, and yet by value 15% of the
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from it. A substantial quantity of the high-grade Turkish or Oriental types
of tobacco used in American cigarettes comes from Greece; before the war
the nonwAﬁerioan types of tobacco found their most important market in
Central Burope. Cotton, on the other hand, derives its importance from
domestic. uses, Gfeece has long been striving for self-sufficiency and her
relatively large textile industry now receives 80% of its cotton from the
domestio orop, '

As usual in the agriculture of Mediterranean countries, olives and

grapes have an importaﬁt place in Greece. With its more than 60,000,000

olive trees, Greece is surpassed in the praductlon of ollve oil only by

1

Italy and Spain, Qlive oil production averages about 100, OOO tons per
year, most of which is used domestically since it i one of the staple

‘foods of the country; it is, however, an important export, Grapes are

i

grown in all parts of the couptry and thelr uses are many. Over half of
them go into the’ makjng of wine qnd others are marketed as currants,
“raiging and table gra pes, There are somefine Greek wines, but most of
them are ynd}stinguished and only about 20% are exported, “Curranté'(a
'typeémf dried grape), on the other ﬁénd,'are second only to tgbacoo as an
export. Tﬂble grapes are extensivelv used within tﬁe country and are‘é
_ potential ‘commodity for Pxport to Westcrn Purope.
Tne productlon of other frults does not compare in 1mportance w1th
‘ those already mentloned, Cltrusifp°1ts.are grown in the southern and
' *Lcentral parts of ureece, and though th ?*have gome p0551b111tles for
| he’present low productlon andylack of standarization in quqllty

, estrlct exportg durwng the ne ‘;uture. The guality and quantlty

953 pgars,,apples, apricots, rries and plums are only‘adequgté‘“‘**~
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for domestic consumption,

In contrast with countries further to the North, where cattle are

common, sheep and goats in Greece are the primary sovrdes of milk, meatb
and hides, and comprise about 75% of the livestock of the country.
Catbtle are found largely around centers of population where they are used
for dairy purposes; relatively few are kept for beef purposes. While
the major part of the limited meat and dairy pfoducts congumed in Greece
is from sheep and goats this element in the diet is small by American
standards, Greece has never met its own meat requirements from domestic
production.

The draft power in Greece is primarily animal. In areas of sﬁall
farms and of rough, steep terrain the use of tréctors is impractical,

. although in the plains machinery can be employed. Horses, mules and

donkeys are generally small and used for both draft and pack purposes,

the smeller animals being better sulted to the mountalnous areas and
meager pastures. The use of water buffaloss and oxen is common in

Northern Greece.

3
|
]
!
!

" The production of foodstuffs reached an all-time high just before

the War as a result of the poverﬂment campaivn'to make the gountry self-

sufficient in food Approxmmately 1,000,000 tons of wheat were Droduced
in 1938 and again in 1939, Lﬂgures on livestock rose to 1,000, OOO cautle,
8; OOO OOO sheep, A,OOO OOO goats and 12,000,090 ohlckens, Productlon

fell off shqrp]y during the war: Laborors were mobilized, draft ‘animals

k4
were commandeered, llvestock was. slaughterud seed ‘became scarce, and

' 1ngent1velto work was gone, By 1 '2 Wneab productlon was below 300 000
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tons and by 1944 livestock in some areas had dropped to 40% of prewar for
cattle, 30% for sheep and goats, and 20% for hogs. Before the war was over
Greece had suffered famine, !

Agr;culture has revived more rapidly than almost any other segment of
the Greek economy. In his farming operations, the farmer has been lass
affected by the prevailing insecurity énd commercial ‘stagnation than is
the city dweller. Added to this is the important fact that UNRRA has con-
tribﬁted over $50 millions to the country for agricultural rehabilitation.
This has been in the form of seeds, fertiliszer, tractors,Aanimai draft
power, farm machinery and livestock,

Pfoduction in 1945 barely exoeeaed 50% of prewar. Acreage was down
j 25% and a low per acre yield was caused fy dréught and other factors§
there was a lack of machinery and draft power, livestock, seed, fertilizers
and pesticides. The yields per acre of cereal grains was only 64% of the

1935-1938 average. Tobacco, neading little rain and no fertilizer, was

the only crop whose yield equaled that of\pgewar days, but the normal
market for the tobacco was gone.

During 1946, agricultural produotion'feqched 85% to 90% of prewar.

UNRRA shipments had arrived in large gquantitiss and the weather.conditions '

had been unusually favorable, The vield per acre of cereal graih was
106% of prewar and.those of pulses, potatoes and dried fruit were sbove

the prewar average.

|
|
4
3




- . Cultivaged Area, Yield and Harvest o..no..um
Average Pre—ywar, 1945 & 1005 Egtimetes with fomparisons
(Tnounsand Eeciares, Quintals per Hectare, and Thousand -letric Tons) .
Average 1gL m. _ 19bL6 1945 as Percent - 19l6 as Percent
- 19351938 - - . - . of pre-war e of pre—war
Area: Yield:Crop: Area: tield;Crop: AreasTield:Crop:  Area:s¥ield:Crop:  Areai¥ield:Crop:
Cereals: T ) R . k ’ : ,
Wheat:.s g2 9,0 T8 65 6,0 393- 785 . 9.8 750 o6 - 90 100 98
: RYE wons 70 3.1 5% o 5.5 o4 55. 9.1 - 50 63 6% 43 79 112 89
Barley o 210 9.6 203 137 5.5 75 162 . 9,9 160 65 B7 3T 77 103 79
. Oabs ... 142 8,5 120 109 5.0 54 106 7s5 80 77 B9 U5 75 88 66
Heglin , 56 7.3 b1 Uz 4o 19 47 "10.6 50 77 46 ug . ghoalsapo
. Maize .. 259 9.7 250 206 6.3 130 264 7.0 19% 80 65 - B2 1102 276 77
Rice .. L 2.4 9 1 2.7 -3 . 2 30 6 25 113 33 TooB0 IR BT
Total Cereals %591 9,1 1uky - 1197 5.8 695 .Eou 9.6 1239 75 B4 ug g6 105 86
i Pulses i 5.1 52 72 L% 32 69 7.2 50 113 BL 52 108 88 95
™ Potatoes 21 6,5 146 19 - 61,1 116 2L 72,8153 90- 88 79 100 105 105
i Sesame Seed 35 2,6 9 11 1.8 2 12 2,5 3 363 e2 " 3L g7 3
Gotten (un- ) . - . o
ginned veight) 62 701k 29 Te2 2 H2 - 6. 32 . L7 101 Lg - gh 86
Tobacco 93 £.6 61 ug 5.2 2k 68 k.8 33 50 70 39 - 7hoooqe
Olive 0il 113 100, 90 89 S
Dried Fruits 75 25.5 191 50 10,0 60 77 9.8 716 80 39 31 102, 38
Olives ‘ Lo . o5 - - 30 52
.......... Frulte & wine . - o ) o
grapes 190 23 {  L50 170 20,0 320 1807 29 400 gz g7 71 gk g5
’ Total a3l 2553 o1l 1398 1880 2106, 75 55. - .88
B One hectare equals 2,471 acres. One quintal equals 220,46 nounds, Figures are for harvest years
M Sonrce: USREA estimates of July 1946 revised on basis of fianal production. figures. . s
& : ’ ‘
] - - - - o
| m , )
M = 3 . - \ - . i
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A f.m ﬂ R
M o O M § . i :
L O5]
s Bl )
t m Q3 - - i B -
i @ T . T - N T
[STR)]

|



R
HARRY S, TRUMAN LIBRARY
Papers of If

Stuart Rice

- -8 -

; \ During the occupation the number of livestock was reduced to about
60% of prewar: meat animals were indiscriminately slaughtered for use
by the armies; the better drﬁft and pack animals werevrequisitioned for
military uses; many animals were wantonly deétroyed upon withdrawal of

’the enemy; and laék of food and care materially affected the reproduction

rate, Since liberation there has been a material increase in livestock,

particularly among the smaller aniﬁqls suéh as sheep, goats and donkeys,

and it is expected thst gﬁe smaller animals will reach prewar levelg by

v 1948. In spite of the importation of 75,000 head of horses, mules and
cattle, their numbers will climb less rapidly because of the lower rate

. of natural reproduction.

Livestock Numbers )
1945 and 1946 Compared with Prewar

oo Number (1000 _head) . _Percent of 1938
1938 1945 11946 1945 1946
Horses  ° 364, 199 * 210 55 58
Mules 184 91 115 49 S 62
Cattle . 967 578 600 60 62
Milch cows FARS 242 252 ‘ 59 C 61
5 ‘Draft Oxen 342 236 . 240 69 70
Other 214 100 108 47 50
Sheep 8,139 5,87 . 6,000 72 T4
\ " Goats : 4,356 2,868 3,130 { 66 70. 7
Hogs 20 376 400 87 93
Donkeys 404, 313 325 77 80 .
Water Buffalo 6T 4 © 56 - 70 84

Poultry 11,945, 8,829 7,500 74 63 \

S

Source: UNRRA Greece Mission and United States
) Embagsy reports -

4
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: Total Imports of Livestock by UNRRA
to Feb. 1 Anticipated to
1947 ond of program Total

; Horses .. 23,000 6,000 29,000
; Mules . 35,000 - 35,000
? Cattle 4,100 600 4,700

Donkeys 6, 800 e 6,800
| Poultry ) 1,000 - 1,000

% Source: UNRRA Gresce Mission -
- D. THE FUTURS
While agricultural production in 1946 is attributable in large part
: to excellent weather, agriculture is in a’relatively favorable position
i compared to industry, whose production is only about 60% of prewar, =ud

other aspects of the economy which have made even less recovery. Agri-

)

culture has immediate needs and these should be met with dispatch because
of the basic position of agriculture in the whole CGreek economy. However,
! the fundamental needs of agriculture sre of a long-term natufe. It is
. A f *
generally agreed that these are (1) the\greater utilization of available
water through drainage and irrigation projects; (2) the increase of the
L éolume of output per farm family through (a) bringing more land under
: qultivation,'(b) riising acreage per family; (c) shifting to intensive
crops, (d) improving crop and livestock growing techniques and extending
use of machinery. The FAQ Report‘recomﬁénds a gradual shifting of tﬁe
excess farm population to non-farm pursuits. In the chapter.on t
R Regonstruction and Development we_hqve proposéa the réstoration of flbod
éonfrol, drainage and irrigatiop works in the Salohika,-Serfes and_Dréﬁa
plains as the first imﬁeéiaﬁe\step:ipté ioﬁgef term program.
. There aré otherlmeasureé which Will contribute more immédiatgly to

i

f
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the recovery of agriculture. Care must be taken that the policies pursued

in the next few years are consistent with the long-term measures mentioned

above, ‘
i (1) Transportation. Trst among these immediate. measures is the
% ' improvement of the damaged transportstion facilities which impair trans-
! port of farm products to the areas where they are needed, or contribute
to the high costs which make competition in world markets difficult. If
the roads, railroads and harbors of the country are reconstructed along
the lines suggested in the chaplter on Reconstruction and Development,
this problem will be materially alleviated.

(2) Bxports. Before the war, Central Furopean countriss were import-
ant markets for Greek agricultural products, perticularly tobacco, and
until trade is resstablished in these countries improvementv of production
of export commodities within Greece will not contribute substantially to
recovery. This ig 2 part of a larger problem more fully discussed in the
chapter on Exports, Imports and Balancg of Payments.

~ .

(3) Credit., Ample supplies 6f'credi£ at low interest rates are
%gsenfial to farmers and agricultural processors. Credit to farmers in
Greece is supplied by the Agricultural Bank, a government ingtitution,
The Bank extends the credit either directly to the individual or through
the village cooperative., Loans for the financing of crops are of a
short-term nature, while longer term loans are made for the pirchase of
livéstdck, equipment, building materials and land, Interest rates vary

v

with the region, time and type of loan from, about 6% to 8.5%,

The extension of farm credit has been and will continue to be a
function of the Govermment. Farmers are without- operating capital =and
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thelr need for seed, feed, fertilizer and equipment is still accentuated
by the abnormal period through which they have just passed.

(4) Cooperatives. The village cooperatives, the cooperative unions
and the Agricultural Bank constitute together one of the most effective
forces in‘presentvday Greece. Cooperatives are to be fournd in aglmost
avery viilage and these 7000 village coopsratives are joined into regional
and national cooperative unions which represent about 50% of the farmers
of the country. The primary function of the cooperatives is the extension
of credit obtained from the Agricultural Bank, but some of them also
procure supplies, such as foodstuffs, clothing and automobile tires for
thelr members; since the war they have assisted UNFRA in the sale and
distribution of relief supplies, and some of them provide crop processing
facilities For their members.

Cooperatives are a basic need in a coun.ry where most farms are small,
and the Greek Government has recogniged this need by consistently encour-
aging the cooperatives. For examﬁle,?it\pas made foreign exchange and
preferential import duties. available for imports by cooperatives.
ﬁnfortunately, a lack of gontinuity in planning has often resulted in this
Government help not being fully effectual. .

In general it may be said that (a) the Government should aid the
cooperatives without trying to completsly dominate “them; (b) they should
be continued as the agency which ﬁakes individual loans to farmers; (c)

a system should be woykéd out which enables the local! cooperatives to (
control the central c;operativé.qrgaﬂizationé, and (d)Atheir functioné

: v
should,Be increasedvand sﬁréngthened Wherever feasible. The FAO Report -

has presented detalled recommsndations for the. streugthening of coopera-

1

“tives,

\
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. (5) Rehabilitation. While some of the short-term needs of Greek agri-

culture can be met by vigorous efforts of the Greeks themselves, there are

‘othérs which can only be solved by outside financial assistance. The

physical facilities of agriculture have suffered greatly during the war:

machinery and equipment have been destroyed; draft power has been requisi-

tioned by the armed forces; irryigation and drainage works have been
destroyed or fallen into disrepair; and farm buildings have been razed.
Almost all farmers find themselves after five years of war without the
funds to remedy these defects. . .

(a) There has never been a large amount of modern farm machinery in
Greece, but what little there was disappeared almost completely during the
war, Some of this has been replaced by UNERA and additional machinery
should be supplied where the nezl has been determined, There is an
obvious need for the replenishment of the stocks of small equipment such
as ploughs, spray equipment, pruning tools, cultivation tools, and punp-
ing machinery, which constitute basic quipment of Greek farming.

(h) Sesdc The immediate seed requirements and the establishment of
f@éilities for the domestic production of s;ed should be given attention.
Prior to the War farmers usually followed the wsatisfactory practice of
continﬁal use of a part of ths previous year's crop as seed. )Since'the
War, UNRRA has imported over 45,000 tqns.of seedvin@o theicountry,
Importation of éeed may have to bz continued dﬁring this emergency period,

but the annual expenditure of approximately %5 OOO 000 in foreign exchange
‘ p pp 3 ) 3 g : g

" should not be continued. indefinitely. The Grsek olimate is well adapted

1
0 seed production, and since theé War-a small program on seed potatoes

and alphalfa seed has besn starﬁéd, . & program to make Greece self-

[
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bsufficient in the produvctic~ of seed should be developed.

(c) Agricultural processing. The plants for the processing of agri-
cultural products must be rehabilitated and improved if the agricultural
crops are to be made salable, At the end of the War many of the dried
fruit sterilization plants, oliveé-oil presses, cotton gins and tobacco
warehouses were unfit for use because of war damage, neglect and obsol-
escence; only partial repairs have been possible with the funds avsilable
from the Agricultural Bank. At the present tims the olive oil prssscs of
the country have a capacity of less than half of that required for the
processing of an average crop, and the delay caused by this inadequacy
in processing will materially affect the quality of the oil. Similarly,
there are facilities for the camning of only about 4500 tons of food per
vear, or 1% of the normal crop of fruits and vegetables. The holding of
fresh fruits and vegetables for the short period before they are marketed
is handicapped by the lack of storagé facilities.

While the temporary disappearance qf\pentral‘European markets and

the desirablility of shift in emphasis in Greek agriculture will have to

bexcarefully considered in selecting the processing facilities to be

rehabilitated, the work on these processing plants should be initiated
as soon as possible to enable the Greeks to. properly process and market g
their produce.

(4) Irrigation. In addition to the large-scale irrigation and drain-
age products discussed in the chapter on Reconstruction and Development,
thers are smélier improvements of this general nature which can be carried
on throughout the whole country. Pumping equipment on individual farms
is in need .of replacement; small irrigation ditches and equipment requi?e’-

matefial and work to restore their efficiency; and other facilities for
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making use of surface and underground waters must be repaired.

The scarcity of cultivable land in Greece mskes the improvement of
the present arable land and the development of additional land for agri-
cultural purposes a problem of major importance in the recovery of the
country. In addition to the restoration and expansion of the flood con-

trol, drainage and irrigation works in the Salonika, Serres and Drama

plains which were undertaken and in partial operation prior to the ¥ar,

the American Recovery Hission should consider development of gimilar
projects in other sactions of Greece.

In addition to the flood élain planning, there is considerable col-
lateral plarning to be donax Lack of this in the Salonika, Serres and
Drama projucts has illustrated such 2 need. These projects were under-

taken and largely completed before any consideration was given to ‘the

-importance of protecting the canals .and drainage ditches against resilt-

ing and damage‘caused by erosion and rapid runoff in the headwater areas
of the tributary streams. Along with the reconstruction and development
plans the;e must be a careful consideration of ths proper utilization
of the land in the tributary areas in order to reduce the floods and
erosion. This presents difficultiss at the present time in the case of
those streams arising in Bulgaria, Yugoslavia and Albania, but the
resilting of the other sﬂreams of -the country can be provided against now,
The prgliminary planning should include the economic utilization of
the lana to be reclaimed. Scientific studies of crops and other usss .and
treatment .of the land should be ugdertaken to insure that the proper propé

are grown oﬂ the land. Future benefits to be derived from a projsct should

:
5
i
:
4
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be carefully compared with the costs of the project before it is started.
In many cases such analysis has been inadequate in Greece.

Rapid and effective planning and initiation of large-scale land con-
servationbprojects will roguire the reorganiszation of Government agpncles‘
vresently respoqsible for those functions. The Ministry of Fublic orks
is now responsible’for the large-scale Wate}shed’deﬁelopments which are
)

paid for with yublic funds, whilé the Ministry of-Agficultﬁre has respon-

sibility for the same type of. work whlch is done on a stller scale

(2500 to 5000 acres of land) and financed partially with puollc and

partially with private funds.  This distinction, whatever may have bcén

" — . o . N P . .
its original justification, will impede yulck actlon on a large program
and give no assurance that the many small projects are coordinated as a

part of the extensive project for the entire area.
‘i

S (e

Pre-War Position , ,

tion of food in Greece amounted ‘to over 3.4 million tons.

: . [t
tleusqnd tong. of the total consumption was imported,

During the pre-war period, 19)5 £0"1938, the total annual consump-
About 600

including all of the

‘sugar; coffee and ‘tea, about onééhqlf of the wheat and fish and ~lmost

sitdlog, while th

cpeffourth>¢f the pulses and.meat: tost of the - fcod imports were necess

e exports, in the countrie tc which they vere exported,

e

vers aemL~luxur products such as dried and Lresh fru1ts, ollves and

OllVQ 011, qnd nuts.,

&hb qverage ﬂnnusl per cqpltq consumntlon oi food durlng tne 1935=

1938 veriod qmuunbed to qpprox1mately 435 Y1logr1ms (957 hounds) This

equlvﬂlbhu Jo n dqllv rqtlon of wbout N,SOO quo ias

ncludwng 65 grems'f‘

o R
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of protein. In general, the major items in diet were bread and olive oil,
supplemented to a small extent by butter and suet from sheep and goats

of the country. By far the greatest source of protein and caleries in the

Greek diet was cereal grains, accounting for nearly 70 percent of the

total protein and over 50 percent of the total calories. The per capita
consumption of wheat was over 300 pounds and that of olive 0il was over

30 pounds. In addition to the above constants, the Greek diet also

included vegetables and fruits in season, sheep and goat milk and cheeses

and wine.

.

The following table was used by the Mission in -cooperation with the
Greek Government and UNRRA in computing the food needs of the country in
preparation of the balance of payments:

Estimated Consumption of Foodstuffs
Four Year Average 1935 - 1938

. ij
Foodstuffs National- ~ Per capita’ Per Capita Fer Capita
annual annual calories proteéein
consumption consumption per day ver day
(000 metric tons) Kilogrdms Calories Grams
C ] {2.2046 pounds) ' : '
Wheat 855 122.6 1162. 36.8
Corn o 89 12.8 117 3.2
Barley 10 1.4 1/ o .
Rye : « 33 4.5 40 1.0 Lol
Meslin, millet & rice = 31 A 42 C L8 -
Total grain . - (1018) (145.7) - (1375) (42.2)
Potatoes ; 942 13,5 ST 24 5
‘Sugar 72,8 1044 i 2113
Pllses e 62.7 9.0 75
Nuts ‘ 1.8 950 -6
Vegetables . 371.8 L B3 SR8
Citrus Fruits' o Ry 3.2 : 2
Other Fresh Fruits 112.3 L 161 15
‘Dried Fruits ; 90.3 2.9 72
 Olives 20,2 2.9 12
. ' 112:3 0 16:1 393 .
2 340.0° 487 L85
9.0 1.3 1
1.6 002 2

i
i
i
!
3
H
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o Coifee 6.5 0.9 —— ———
Tea 0,2 .03 - -
Pork 19.2 2.7 25.6 1.6
Beef and Veal 4.0 3.5 11.2 VA
Lamb, Mubtton goats 91.1 13,1 39,4 4.3
Toultry 18.5 2.6 7.0 S
Other meats 2.7 WA 1.6 A
Fish 26.4 3.8 10. 1.6
Total meats (181.9) (26,1) (93.8) (9.1)
Eggs 32.3 4.6 18, 1.3
Butter 5.0 0.7 17. -
Whole Milk 267.6 38.5 80. 3.1
Cheese 60.3 3.5 62 0.6
Lard and Animal Fat 7.3 1.0 2. -
TOTALS :

From Crops 359,3 2212 . 50.7
From Livestock . 79.4 295 144
Combined 438.7

2507 ‘65"1

Source: .
Mapted from estimates ineluded in FAO World Food Supply (Aprli 1946); -
Civil Affairs Handbook, Greece, Section 7, November 1943 (0.7, A R.;
U.8.D.4A. ) and Yearbook Ministry of Natlonal Economy.

Present P051t*on 5

Due to the good crop in 1946 and the tremendous: 1mp01ts of food by

UNRRA since leerau-.on7 the Greek people are as well fad today as they

. M ~— .
were before the War, Food is displayed in all the stores and markets and

no signs of starvation are apparent:- '

- However, the present stocks'of food in F“eece plus the 1947 harvest i
. E !
will not be sufficient for the.country's, needs during the coming year.

‘Greece's domestic production never has equalléd her conéumption; and
imports are essential if.wfdespread starvation is ﬁo e avoidedf The
present lowered production aﬁdf%mpaired'aistribution faoilitieslwill
 accentuate the normal shortage; k

“With the offer of a551stance by the Unlted Statep the neccssary !

N

>i Jmports now appear likely of attalnmcnt° in 3dd1b10n to rclLef Sblpmcnts
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there will also be large imports of ciwilian supplies which must accompany
any reconstruction and military program if the inflationary effects of
these programé'are to be avoided. dn the assumption that the 1947 harvest
in Gréecé approaches that of 1946land that the assistance from the United
P States materializes, the food nseds of Greece seem.assuredn The remain-
ing task is to complete the preliminary plans already started in order
to méka sureythét the import program is one which will bs the most bene-
Ficial for Greece as a whole,
} 'The collection of domestic production of foodstuffs and the distribu-
tion of both domestic and imported food must be more efficiently regulated
by the Greek Governmeﬁt, This will permit diversion of outside assistancs )
to productive enterprise, assure a more eguitable distribution of Ffood
among the people and,‘even more important, prepare Greece to free herself
from dependence upon outside aid af an earlier dste,
Tﬁe Governmsnt should‘instiﬁute a program for the collection of the

1945 grain crop. This was altempted fnxl?46 but without much suceess;
only a small portion of the crop was pollecfed, However, the attempt‘did'_ \?“1
demonstrate the possiﬁilities.qf guch a program, If a érain collection
progfam is not.carried out, large amounts of grain will fall into theli
hands of speculators who will hoard it without fegard toqﬁatioﬁq1'needs,
When they release grain it will bé on the basis of price rather than in
f@hevinteresté of regular and1eQuitabie‘distribution to all Aareas and
dlasseslof,peqpie. | '

‘*Thé prééeﬁt‘sYstem of food distribﬁfion off the‘Goverﬁﬁént:éhouid be{l i
reexamined to insure that it fulfills itsvdesired purpose of distributing

the food equitably among all ‘the people of Greece, ,Iﬁ'l946’imported relief '

)
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supplies of grains were distributed in areas wheres there was a surplus
production of domestic grains. This was done against the advice of

' officiﬁls of UNRRA, the British Economic Mission and the American Bmbassy;

with barely enough grain to feéd the country the results of such a policy

are obvious.

The inadequacy of transportation has also besn a cause of pdor dig- .

tribution. It is hoped that the reconstruction of public works afforded

by Unitsd States assistance will help in solviﬁg this problem evantually,
" put until the cffects of this program are felt the Greek Government will

have to earefully plan effeotive utilization of existing facilities.

Child Feeding.

The long years of malnutrition during the War have had a serious

effect upon the health and growth of the children of Greece. This has

beon smeliorated to some extent by the past child fecding programs, bub

if continued improvement is to be made, the meager diet of the average

Greek child must be supplemented by some further cﬁild feeding program,

S

: . During the War the Swiss Mission of the International Red Cross

supplied fdod for some of the younger children. In 1944 Allied milit%ny?
‘authorities joined in thié effort and when UNRRA began in April 1945

i

b it initiated a child feediné program. At first UNRRA did this by making.

available -to children an aéditiohal 10% of the regular issue plué somg -

; - canned and powdered milk, Since August 1945 special rations for child

feeding have been obtained by TNRRA and supplemented by the Greek Har

Relief dssocilation, AlL during 1946 the program was in full swing, with

¢ '

large imports of milk and cheese and adeyuate uentities of Army rations
g P ! > q

vhich contained such foodstuffs as frult julces, crackers, marmalade,

1
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peanut butter and jam, It is reported that adequate supplies of this
nature are on hand to continue the school feeding program until the end
of the school year (Junc 1, 1947), but thé supplies for pre-school
children are so limited that only the children in cities of over 1C,000
are recciving a special ration.

At the present time the child feeding program is the regponsi bility
of two ministries: the Ministry of Supply in feeding the pre-school ages
(0 to 6 years of age), and the Minlstry of Education in feeding the school
children (6 to 14 years of age). The Ministry of Supply does the procure-
ment for both feeding programs. |

Welfare authorities“ia Greece esbtimate that it will cost from $20 to
$35 million to continue the child féeding program during the schooi fear 4 \
1947-19%8,  Estimates vary according to the top age limit - 14 or 18; and
the nature of the food to be used.

There can be no guestion as,to the dasirability/of 3 ¢child feeding
program in Greece, any more than there can be % question about‘it in the

B . ~
other countries where malnutrition and starvation have weakened human

wgll—being. .The problem is one of cost apd the American Recovery Mission

should work with the Greek Government to assure a continuation of this

£
o
|

FISHING

&

The ‘¢ontribution of fishing to-the Gresk economy has been surprisingly

smali for-a country of coastline and iglands,such.as Greece. The Tishing
industry was given some impetiis by the influx of refugee Greek fishermen .
from Asia. Minor in 1922, but there has been little improvemént since the!

injection of this new blood, -Methods: continue to be primitive and the
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Though an important source of protein in the Greek diet, fish is hor
one of its mainstays, as would be exﬁected in a country poor in food and
surrounded by fishing waters. Before the war the annual recorded catch
was aboub 20,000 tons and the actual catch wmay have been iarger. However;
the Greeks found 1t necessary to import an additional 20,000 tons to make
up their needs and virtually noﬁe.of the domestic catch was exported.
Unfortunapely; the transportation and refrigeration facilities in Greece
have pever-bgen adeguate to perﬁit shipment of fresh fish to the interior;
consequently, most of the fish consumed in the interior is of tﬂe plckeled

or dried variety or taken from inland lakes and streams.

> Over half of the Greek fishing fleet was lost during the war and the

catch is now commensurately less.,

The government organization responsible for the fishing industry is
the Directorate of Fishemiés, a.department of the Ministry of National .

Bcdnomy” *The functlons of the Dlrectorate are unce“taln, but it apparently

_has few fa01lltles for direct contact w1th the flshlnv industry, for

sclentlflc research or even for the collection of factual data, The Hydro-

,BlOlOUlCal Institute was recently establlshed under the Minister of Publlc ;

. by the Greek qovornmenb ‘The waters avallable to Greek flshermen are

Instruction, and is to be guided by the fAcademic Board of the University
of “Athens. Lt JS to e, hoped that this institute will undertake the
s01ent1110 research so needed:in the Greek fishing industry to detorm'ne
which waters cén bg the most'pyofitably fished:and what methods should be
uged‘ . - : ’ :

The flshlng 1ndustry pfesents potentLalltles which should be developed
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known to contain sufficient fish to yield a much larger snnual catch than
at present.

There appear to be three prime needs: first, that part of the fisﬁing
fleet which was deétroyed during the war should be restored. Since these
boa&s are small, most of the construction can be done within Greece, per-
haps with credit obtained under the United 3States aid program. Second,
the goverament organizations responsible for helping the Greek [ishing
industry should be greatly strehghtened, This may require a complete
reorgenization, a consolidabion of the Directorate and the Hydro-Bioligical
Tnstitute, their shift to another ministry and the improvement of personnel.
Third, the methods used in the fishing industry should be improved., This
should include scientific research to ascertain the best msthods and most
fruitful sources of supply as well as a lraining program sponsored by the
Government to teach the fishermen ﬁhe knowledge which has been gained by

_the scientific. research.

A
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CHAPTER_IX
SHIPPING

Position of Shipping

Shipping has always been a noteworthy part of the Greek economy.
Coastal shipping has developed because the land transport is inadequate
to serve bthe people, most of whom live near the coast or on islands.

" Foreign shipping has alweys presented an attractive livelihéod to the
inhebitants of this marfime country.

In 1939 Greece ranked ninth in world shipping with some 600 vessels
of over 100 tons gross totalling 1,800,000 tons. Sgipping was predom-
inantly low cost cergo carrying with almost no passenger traffic.

97 of the fleet was cargo ships; 77% was over 20 years old - mostly
secondhand; and 90% was ocean tramps.

%hile the Greek merchant marine was valued at only %50,000,600 in
1939, the war so increased the value of ships that in 1946 Greek
shippers held an estimated §108,000,000 in blocked sterling accounts
in London rcsulting from insurance bonefits, as well as an almost equal
amount of earnings in blocked and unglboked foreign currencies.

The Greck merchant merine had been ~educed from 1,800,000 to 700,000
A;tons by the end of the Wwar. To replace destroyed tonrage, the United
States Maritime Commission is selling 100 Liberty ships to Greek
ovners; about 60 of these have already been delivered and the others
should be delivered in 1947. This will briné the totel Greek ocean-
going tonnage to slmost its pre-war figure. In addition, an estimated
50 Greek-owned ships fly the Panamsnian fl;g and another 50 the British

or Canadian flags, a much higher number than flew these flags before

. H
the har.

. While Greek ocean tonpnage has been restored, many of the ships
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are unfitted to the pre-war pattern of Greek shipping operations. Liberty
ships in a normal market ere not economical to operate as they are too
large for many of the Mediterranean and Kiver Plate ports to which the
Greek ships formerly operated. If the Greeks are to recapture and hold
their old business they will have to acquire some ships of a smaller
type. This should not be difficult in view of their insurance benefits
and present high eernings.

' Greek coastal shipping, in contrast with ocean shipping, has not
teen restored. Many of the small calques werc sunk during the Wiar and
there has keen no new building as yet. Most of the larger coastal
vessels aléo disappeared: where 57 operated before the Var, there are
now only 34, including the few replacements. Part of the coastal shipping
is now operated by the Government, and with very little success. The
Government is ill equipped to operate such en enterprisec, and 1is
presently being pressed with wage demands from the scamen. To restore
coastal shipping some small vessels maz\be availaﬁie from allied surplus

~

property, but use of foreign reconstructions loans must also be looked to.

‘Benefits to Greck Economy

The financial kensfits to Greece of a merchant marine were less
than the fleectis size would suggest, as the vessels wvere largely operated
out of foreign ports, plied between foreign ports and expended their
earnings abroad. The whole business was conducted in foreign exchange.
An estimated 80% of gross edrnings was paid out abroad; over half of
this 80% was for fusl, supplies, port dues, loading and unloading expenses,
repairs and insurancej; the remainder was net profits retained abrosd. An
estimated 20% was returned to Greece in wages, taxcs and net profits,

The Bark of Greece makes the following estimates on the merchant marine:
B )

i
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(In Millions of U.S. dollars)
1634 1935 1936 1937
Gross earnings 40.5 38.0 43.9 61.3 = 65.2
Wages, taxes, net profits
to Greecce 8.1 A 8.7 13.5
Percent to Greece 20% 19% 20% 22% 20%

The newly acquired Liberty ships present a new opportunity for
Greece to obtain more benefits from her shipping. Under the terms of
the moftgage held by the Maritime Commission, the Greck shipowners are
required to fly the Greek flag and comply with any laws and rsgulations
prescribed by the Greck Government. The Greek Government as guarantor
of cach of the mortgages hes placed further obligations on the shipowners
they must place all their present and future acquired ships under Greck
registry, bring a specified amount of foreign evchange into the Groek
cconomy and pay texes to the Greek Government. In 1947 no paymont of
foreign exchange is reguired, in 1948 ¢20,000 and in subscquent years

430,000, The tex figure st first egrecd upon wes ¢8,000 per year but

the Government is now considering ilS,BbO as the figurc. Peymcnt of
¢.4,500 in foreign exchenge to seamen's funds is elso requircd.

! Estimates from government officials, from British eccountants
familiar with shipping and from Greck shipowners indicate that the

net yearly earningé of a Greeck-owned Liberty ship during the next few

years should b; between {200,000 and {250,000, This agrces with the
widely held belief that a ¢ 550,000 Liberty ship can be paid for out of
earnings in two or threc years.

In the light of these earnings, the tax and foreign exchange
requirements appear grossly inadequate. Taxes of $8y00b or {18,000

on earnings of £R200,000 are little more than nominal. Bringing into

-
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Sreece a mere 10% or 15% of earnings in forcign exchange imposes little
burden upon the shipowner since he can use most of this in paying operating
costs:

Any enterprise should be expected to pay a fair smount of taxes to
the government under whose protection it operates, and one which is »
supplied with its cepital equipment through the guarantee of 1ts govern-
ment should be expected to pay substantial benefits into the economy of
the country. The Greek shipowner is not being recuired to fulfill these
obligations.

The Currency Commititee after consulting with the Americen Economlc
Mission advised the Greck Government in February 1947 that in its opinion
the payments per year on cach ship should be 30,000 in taxes andA
¢75,000 in foreign exchange.

Gonclusions

1. Shipping is unique in the Grock economy of today. Rather then
suffering from the War, it is cnjoying\a‘boom with oxtremely high profits.
The insecurity in Greece means little to shipowners beceuse their equip-
:ment, operations and funds are 211 outside of Gresce. Shipowners are
having certain difficulties with government officials and labor: but
those are not of importance to them in their present prospcrous circum-
stences. The problem of greatest importance facing the shipowncrs,‘and
this is not immediate, is suppiementing their Liberty ships with smaller
types.

2. Though the shipowners are prospering, thelr bankrupt government
is ﬁenefitting almost not at all from their prcosperityc Seemen's
earnings>continue to come into Grecce but owners' profité for the most

part are left abroad. The shipowners should be required to bear as much

1
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"« of Greece's bBurden as they can, particularly sincc many have ships which
were sold to them by the United Stetes with the primary aim of helping
the .Greek cconomy. The Government should raise the taxcs and éompel
substantial payments of foreign exchange into the Greek economy.

3. There has been e merked flight from the Greek flag by shipownoers
since the War. This has been blamed on the fussy enforcement of petty
regulatidns by the Ministry of Mercantile Merine, on general insecurity
in Greece, on unjustified wage demands of seamen and on the hiring and
manning regulations of the labor unions. While &ll of the complaints
may have some basis, it seems more likely that some Greek 'shipowners
simply wish to enjoy the complete frecedom and nominal taxes offcred
by the Panamien flag, and that others who operate from London fird the
British flag a more logical choice than the Greek. The reqﬁiremént in
the Liberty ship gusrantee sgreements that Liberty ship owners fly the
Greek flag on all their vessels is a step toward bringing ships back
to the flag. Encouragemonts for further transfers céuld be offcored in

. ~
the form of better government administra%ion and fewer labor difficulties.
P Ceftainly the Greek Government shou.d continue its policy of not
consenting to the transfer of any Grock ships to the registry of éther

countries if the ship is still to be owned by a Greck.
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Chapter X

FOREIGN AID SINCE LIBERATION

1. UNRRA. The total UNRRA program for aid to Greece amounts to
about 3,050,000 metric tons, or about $354,000,000 (FAS value); in re-
1ief and rehabilitation supplies. Of this an estimated $329,094,000
worth, consisting of the following, had been delivered through Decem-

ber 31, 19463

Food $174,519,000
Clothing, Textiles & Footwear 33,299,000
Medical & Sanitation 6,929,000
bLgricultural Rehabilitation 33,653,000,
Industrial Rehabilitation 36,811,000
Unclassified 43,883,000
Total $329,094,000 é

The balance, scheduled for shipment subsequent to December 31, con-

sists of's
Food $ 4,741,000
Clothing, Textiles & Footwear 1,701,000
Medical & Sanitation 611,000
Agricultural Rehabillitation 11,627,000
Industrial Rehabllitaticu ) 2,726,000
Awaiting Specifications (1% freeze) ..3:500,000

" Qotal $ 24,906,000

Of the total supplies shipped through December 31, 1946, which

Y came to 2,380,114 metric tons, about 153,020 metric tons remained un-
distributed, An estimate by value is not available. These undistri~

buted supplies consisted of:

Foots, Fats & 0ils ] 110,694
Clothing, Textiles & Footwear 8,681
Medical Supplies 1
Industrial Machinery ' : 1,726
Communications & Transport 348
Other Equipment 47
Agricultural Supplies : 12,911
Misc, Manufactured End Products 2,281
Puels & Lubricants 37
Uiscellaneous Raw Material 16,294
Unidentified =~ . Jnknovwm
Total 153,020 {(plus

vnidentifled Ltems)
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¢ Export~Import Bank extended to Greece a line of credit amounting to

22 .
2, LEND-LEASE. Material totaling $81,500,000 was delivered to
Greece by the Uﬁited States under the lend~-Lease program, Of this,
military supplies amounted to $42,5 million, agricultural, industrial
and other ccmmodities $38,5 million, including $32.5 for food.

3, BRITISH MILITARY ATD, Accurate statistics as 1o the extent

and nature of British Military Aid, or a breakdown by classification
of material supplied, are not available in Greece since all data of
this nature apparently 1s rscorded ornly in London. Tt is understood
from such information as the Mission has been sble to obtain, however,
that assistance in 1946, excluding heavy equipment, amounted to $110
or $115 million., Aid in 1947 has been rendered thus far at an annual
rate of about $80 million,

4o OTHER BRITISH AID. Under the London Agreement of January 24,

1946, the British Government extended, in addition to other forms of
assistance, a loan of $40 million in sterling for stabilization of the
Greek currency, and made available for use by Gresce the unexperded bal-

~ .
ance of $76 million in sberling remaining under the British Loan of

%940—1941; repayment of the entire 1940-1941 loan of $184 million in
éterling was walved. Subsequently, the British released an additional
$20 million in sterling from the tréop pay account for free use by fhe , |
Gresk Govermment, The British also have extended a credit of $4 mii- |
lion in sterling for surplus property purchases,

5, EXPORT~IMPORT BANK TOAN, In sarly 1946 the United States.

$25 ﬁillion for the purchase :of equipment for reconstruction work on
Harbors, transportation facilities, utilities, etc, As of January 1,

1947, about $15 million of this sum had been committed,
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6, _SURPLUS PROPERTY CREDITS. Greece has been extended $55 million

credits for the purchase of United States surplus property abroad: $10
million on February 25, 1946, $19 million on September 25, 1946, $25 mil-
lion on September 27, 1946, and #$10 million in February 1947. Government
purchases as of March 1, 1947 in Belgium and Italy consisted of $12,308,000
for consumer gocds and %i,BO0,000 for railway rolling stocks purchases

of mafitime equipment in Belgium, Germany and in the United Kingdom amount-
ed to $10,500,000, The Greeks have indicated an interest in purchasing
from surplus in Germany $19 millien worth of transport and manufacturing %
items, and $12 million worth of clothing, shoes, food, and other cousumer |
goods, or a total of $31,000,000,

7. Us 3, MARITIME CREDIT., The United States Government has grant-

ed to Greece a credit of $45 million covering 75 percent of the cost of
a total of about 100 vessels which the Greeks wish to purchase from Ameri-
can surpluses, The remaining 25 percent, or about $15 willion, is to be

paid in cash, Of this sum, about $30 ﬁiilion dollars has thus far beecn é

committed for the purchase of 67 to 70 ships authorized by the Maritime

Cébmmission for sale to Greeks, Jales of further vessels have been sus~

pended for the time being.

|
4
-
E
-

8, GERMAN REPARATIONS, Under the German de-~industrialization plan,
Greece is entitled as reparations to about 6-4 percent of the items
authorized fur disposal, While the Greek Govermment has elected to
accept the Bremen power plant’and various other industrial plants, none
~of this equipment has been shipped as yet,
9, OTHER AID. - TIn addition to assistance rendered byfforaign govern-
ments, certain éhéritéble:andvreliéf‘drganizations have confributedysﬁb—

stﬁntial;sums to the COuntry? Foremost among these are the Greek War
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Relief Association, which has since liberation expended about $1Z?SOOyOOO,

and the Near Fast Foundation which has expended about $1,151,000,

1, UNRRA
2, Lend-Lease

SUMMAEY

Total Program

$354,000,000
. 81,500,000

3, British Military Aid* =
4s British Aid (excluding Military) 140,000,000
5, Bxport-Import Bank ILoan 25,000,000
6, Surplus Property Credit 55,000,000
7, Maritime Credit 45,000,000
8, German Reparations 6-%% of items dis~
) . . posed
’ 9, Private Organizations -
S

% Britien Military Bid prior to 1946 unknown; 1946, $110-$115 million;

1947, rate of $80 million per annum,

i

Delivered

$329,094,000 (12/31/46)
81,500,000

140,000,000
15,000,000 (1/1/47)
24,108,000
30,000,000

i

13,651,000
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" in the purchase of surplus property should be mede by the Govern-.
~ment for the guidance of S04s3S. In the past a foremost ’

"obtaining for Grécce the maximum benefit from this source. It is

‘ment. and -materials ¢ SN .

Athens, Grecce
February 17, 1947

His Excellency
The Prime Minister
D. Maximos

My dear Mr. Prime Minister:

Surplus property velued at $900,000,000 is to be placed on
snle in the American Zone of Germuny by the Office of the Foreign
Liquidation Commissioner (OFLC) of the United States Government
beginning about March 15, 1947. During 1946 Greece unfortunately
began its purcheses of surplus property in France, Belgium and
Italy after much of the useful property had already besn sold., If
the remeinder of the §45,000,000 credit granted to Gresce for the
purchase of surplus property is to be used to obtain in Germany
the property most suited to Greece's needs, it is dmperstive that
the Greek Government at the earliest possible date complete its
preparations for purchasing.

Tt is urderstood that the State Organization for the
Administration of Allied Surplus Stores (SOA&SS), which has a
purchasing commission in Paris and a selling staff in Athens;
is charged with this responsibility. i

After examination of this problem, the americzn Economic
Mission to Greece believes that the éhﬁp}us property which Greeco NI
can purchasc in Germany constitutes an important part of the ' Lo
foreign aid which will be available in 1947 for the rebuilding
,of the Greek economy. 3ince the final report of the Mission will
‘probably not reach the Greek Government until after tho scles in
Germany have started, the Mission wishes at this time to present
recomendations to the Greek Government which may be of aid in

emphasized that the making of policy decisions and the perfecting
of an organization must be speedy if Greece is to obtain this
maximum benefit. .

4. A general statement of the principles to be followed

principle seems to have been to purchase property which ¢ould be
readily resold to obtain revenues for the Government. Less
emphasis was placed upon the progurerent of construction equip~
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In computing foreign assistance neccssary for Greece during
1947, it has been assumed that a substantial part of Greece's
minimum essential import requirements will be procured from surplus
property stocks, thus reducing the amount of foreign exchange needed
by the country. Equipment and material vitally essential for
reconstruction in Greece during the next several ycars is to be found
in Germany; foreign exchange will probably be wobtainable for procurement
of most of this property through norm.l trade channels and, even when
the exchange is available, delivery will be slow. Other commodities,
raw material and machinery which will be useful in the Greek economy
and yield revenue to the Goveranment are also to be found in Germany.
Greece will, of course, wish to exhaust the possibility of procurement
of any needs from surplus property stocks before expending credits
in the open market.

The Mission belicves that the basic guide in purchasing should
be the uscfulness of the property in Greece, and that the amount of
revenue obtainable should be only a secondary consideration.
Accordingly, the Mission recommends that the Government estahlish
the following priorities in the purchase of property:

1 {a) Property designated as part of the minimum essential
import requirements of 1947. This includes among
other items certain foodstuffs, clothing, shoes,
vehicles and equipment, metals, machines, tarpaulins,
medical supplies, paints, office supplies and
household goods.

(b) Reconstruction equipment and materiasl for essential
projects during the next tuo yvears. This dncludes
among other items railway equipment end construction
material, road construction equipment and material,
building material and small boats.

2. Property of use in the Greck economy, thc purchases
of which from this source vill conserve Greek
foreign exchange or the saie of which will oblain
revenue for the Government.

B. Using the priorities as a guide, the specific types and
amounts of property needed by Greece from the supplies'available
in Germany must be determined by S04iSS end listed in detail.
Purchesing appears to have been done in the past on the basis of

Commission, of consultations by members with Government officials
and of occasional instructions. from the Government. In order to
make economical and efficient use ¢f the credit granted to it,
Groece should plan its future purchasgs in a husinesslike manner
commensurate with the amounts of money involved.
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The Mission recommends that S044SS compile a detailed list
of OFLC property needed by Greece. Tue list should include only
property which may possibly be in Germany, as shown in past sales
and other indications; it should be in OFLG ferminology; re-
construction needs should be based upon engineering plans of the
Government, the railways and industry; commodity needs should be
besed upon an examination of Greecce's over-all import program,
upon experience gained in current sales of surplus property to
the Greek public and upon Goverament information. Only on offer-
ings of unusual items which canuot be foreseen in advance should
reference to Athens or complete reliance upon the individual
judgments of members of the Purchasing Commission be nccessary.
The  1ist should be transmitted to the Purchesing Commission for
circulation to all OFLC officcs in Western Europe before
March 15, 1947.

C. The organization of S0AiS3 should be strengthened
immediately to cope with the serious responsibilities it must
meet within a few woeks. Indications are that in the past there
has been insufficient coordination between the Government agencies
concerned with a surplus property; that responsibility has not
been delegated sufficiently to enable decisive action; that con-
tact with OFLC has been handicapped by the inability of Pur-
chasing Commission members 1o speak f..lish; that reception,
varehousing and selling of property in Greece has been inadequate
in part because there was inadequate staff to plan and execute
these functions.

v

The Mission recommends: -

~

1. Thuat all affairs concerning surplus property be
handled by S0:4aSS znd that there be no dircct

‘? communication between the Government and sub-

ordinate agencies of SOAASS.

2. Tnet S0.,45S8 transmit to the Purchasing Commission
clear instructions, a detailed list of neesded
property and, from time to time, amendments to
these instructions and list, and that within these
linits the Commission be given full authority to
operate without referring questions back to SOALSS.

3. That S0A4ASS augment the staff of the Purchasing
Commission with engineers who speak English fluently
and with an Awmerican familiar with American govern-
ment and business methods, and that the Conmission
be directed to proceed with arrangements for purchase
in Germany immediately.
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L. That SOAASS speed the organization of 1ts staff
and facilities for reception, warehousing and
selling in order %o effect economic distribubion
of the property and to gain sales experience
useful in further purchases of property. The
property available for sale in Gpoece shouid Dbe
publicized videly; spucializad itoas should be
brought to the attention of enterprises which
might possibly use them. Property ghould be
moved by SO0AALSS into the hands of the public
within a short time after arrival in Greece,
even though this may sometimes result in lower
sales prices than those which could be obtained
later on; tho Government should grant credit for
the purchase of capital equipment when this will
stimulate production; and the Government should
retain only reconstruction progerty and goods
peing distributed through rationing.

D. SOAASS should determine how it will meet its transporte~
tion requirements. It is understood that in the past the Purchasing
Commission in Paris, the Greek Shipping Committee in London and
the Ministry of Mercantile Marine in Athens have all participated
in the transportation of surplus property from the site of
purchase to Greece. Although some informed sources warn that there
may be scrious difficulties in future transportation, the Mission
has learned of no completed plans in Athens ensuring against these
difficulties.

The Mission recommends that S0niSS initiate a survey of the
transportation available to it, and thet this be completed in
time to btake the proper steps if inadequacies are revealed.

~ +

Officials of OFLC have expressed to me the groatest sympathy
for Greece's needs. I have recently urged my Government to gilve
the Greek Government the highest priority possible in the purchase
of surplus property in Germany. 1f prompt action is taken by the
Greek Governuent along the lines suggssted in this letter, I believe
that the economy of the country will recelve very gubstantial

penefits from this source of aid.

T am transmitting a copy of this letter to my Government in
washington, to the merican ambassador in hthens and to OFLC nprfices
in waghington, Paris and Rome. '

- Sincerely,
(g) Paul 4. Porter

Paul A. Porter
Ambassador )
Chief, American Economic
Migsion to Greece’
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(a)

(b)

(¢)

(d)

(h)

(3)

STATEMENT BY THE PRIVE MINISTIR

Maximos outlined the main points of the new Government's
policy as follovs.

Avoidance of inflation and protection of the national
currcncy by every sacrifice in close co-opcratiorn with
the Currency Committee.

kegulation of imports and ¢xports under closc observation
by the central organizution.

Enforcenent of every restriction and control which can
be considered neccssary for the Greek economy to return
to normal.

Taking of any measure which is necessary for the comprossion
of price levels and the cxtension of ration cerds to all
bzsic goods for the maintensnce of the population.

Reorganization of banking credits for achieving decisive
assistance towards production.

Use of all Greek labour for reconstruction.

Complete co-operation with the Forter Mission and the
British Lconomic Mission ard the granting to them of
all available date so as to keep them well informed

of the economic snd financihl\§itu;tion of the country.

Suspension of gppointments to public posts excluding
those which, by Cabinet decision, are considerud

unavoidakle for the smooth running of the State.

Dismissal of incompetent civil servants.

18th February, 1947.
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APPENDIX C

CURRENCY COMMITTER
Bank of Greece
Athens

28 February 1947.
Your Excellency,

Your country faces during the coming months economic and financial
problems which if uvnsolved or met plecemeal can only lead to disastrous
consequences. The cconomic and financial position of Greece has for
the past few weelks been deteriorating at a frightening rate,

Retail prices have increased A% since the beginning of the year,
and will certainly rise faster when the full effects of the restricted
import programue mads necessary by the foreign exchange famine make
themselves felt. In addition, the sovereign ressrvas of the Bank of
Gresce on February 23th totalled only 101,000 sovereigns and the pos-
sibility of adequate|replenishment is remote.

The debt of the Greek State to the Bank of Greece increased by 77
hillion drachmae from February lst through Februsry 22nd. The budgst
for the next fiscal year as tentatively scheduled by the Ministry of
Pinance presents a deficit of Drs. 1,316 billions excluding the value
of imported supplies for the Armed Forces, and without adequate pro-
vigion For reconstruction expenditure being made, 1f, as seems very
possible, Greece must pay for these suprlies for the Armed Forces, the
deficit will total Drs. 1,900 billions - nearly four times the smount
of currency now in circulation.

Y-

Each day partly as a rosult of risihg prices and partly as a result
of mistaken economic policies adopted for political reasons, the Govern-
ment is faced with new wage demands =nd increasing signs of labor

Zunrest.

With regard to Greece's international finencial position, the
situation is egually alarming. TMRRA imports are rapidly terminating
and the Greck nation must somehow obtain foreign exchange to meet
the essential import needs of its people. Under conservative assump-
tions, these needs during 1947 will total at least the equivalent of
$250 million, The Government has estimated that on an austerity basis,
imports of at least %350 million will be necessary during 1947.

Azainst these demands the Bank of Greece had available on February 15th
total foreign exchange assets, including currency cover, to the equiv-
alent of $102 million. Gold and dollars constituted only $16.5
million of this amount.

The above facts mAke it clear that wnless the Government adopts

_ at once a courageous economic and financisl policy, and immediately

e
- 4
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takes firm steps to meet some of the specific problems nov facing it,
an economic and financial catastrophe, with all its social and politi-
cal repercussions, cannot be avoided regardless of what foreign aid
may be in prospect.

At our meeting with you on Saturday, Februsry 22nd, you reguested
us to set forth in detall certain specific steps which in our judgrent
must be taken at once. These are outlined helow. e are here concerned
only with some measures which can and should be put into immediate
effect, although they are obviously not intended, nor indeed are they
sufficient, to meet all the basic economic problems the nation faces.
The measures suggested herein are only a first step, but they are the
indispensable first step and will prepare the way for others. Specifi-
cally, ve sre not here concerned with measures which must be tolken to

' meet the Fiscal problems presenﬂed by the 1947/4% budget.

He must point out specifically that all the suzgested measurss
should be taken simultaneously since the success of sach depends uron
the others. )

1. The Currency Committee;

A11 ministers and officials must be instructed once and for all
thal no decisions which, by Greek law, f£sll within the competence of
the Currency Committee are to be taken, and no opiniong thereon are to
be expressel publicly, until the matters have been acted upon by the
Currency Commitiee. Offending ministers and officials should be dealt
wvith Pirmly. The Currency Committee can be of service to the Govern-
ment only if it is permitted to discharge its legal obligations. We
wish to make it clear, moreover, that unless the Currency Committee is
permitted to discharge its legal obligations, we should not be asked to
accept the responsibilities which are E}aced upon us by law,

2. Hage Policy:

- The experience of Greece since liberation has proved heyond sll
"yuestion that a governmental policy of non-resistance to wage and
salary demands has resulted in no ultimate betterment in the condition
of the workers. On the contrary, it has been a major factor contri-
buting to inflation of which the workers, civil servants, and farmers
are invariably the principal victims.

At the present time the Government is faced with a wave of demunds
for wage increases. A weak policy in the face of these demands can :
only lead to an inflationary wage-price spiral, Therefore, it is
imperative Tor the Government to announce immediately a general 'freeze!
of all wages (and wages must be interpreted as.including 'loans' as
well as payment in kind). This wage "freeze" should be. supported by
the.following measures:

(i) Workers on strike in either public or private employment
are not to receive wages or any form of public aid for

' : <;
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the period during which they have not been working.

(1i) The Government will use every means in its power during
the course of any strike to mailntain the flow of essen-
tial supplies to the public, including the use of the
Armed Forces in moving supplies.

' In accordance with the above, the Government's position with respect
to certain cases before it should te as follows:

(A) No increase in dockers' wages should be sanctioned which
would result in sn increase in port charges at FPlraeus
Harbour.

(B) The 100,000 drs. monthly bonus for rublic servants and
the. 50,000 drs. for pensioners which were given for the
months of February and March 1947 will, as stated when
the grants were announced, be given for these two months
only. If the Government should feel it recessary to con-
cede some temporary alternntive improvement in pay and
pensions after 31st Msrch, 1947, the concessions should
take the form of:

(2) an increase of the existing percentage additions to
basic salaries for Long Scrvice and Family Allowances,
any such increases to be announced as provisional
measures pending the definite revision of the public
services! remuneration, etc., which the Government
has undertaken to make, with the help of [oreign
experts; '

(b) relating service penslons, 'n accordance with the
pre-war regulations, to.current basic salaries, with
a maximum of 80% (85% for~Judicilary and Defence
Services) of basic salary, excluding all honus, etc.,
and reckoning only actual years of service as
G qualifying for pension.

(c) In no case should concessions made exceed the cost of
the present 100,000 drachmas bonus less the Easter,
Christmas, and New Year bonuses hitherto granted.

(C) The provisional grant of increased wages authorized last
week to the merchant seamen must be discontinued on March 3rd.

, (D) Mo increase is to be approved in the case of the mill workers.,
: If these workers carry out their threat of a "slow dowm",
their pay must be similarly reduced.

It should also be announced that fact-finding
organizations are beng formed at the earliest
possible date to investigate cases involving
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extreme hardship and gross inegquality under the
vage "freeze", their récommendations to be sub-
ject to review by the Gurrency Committee before
publication. It aprears to us also that a

) thorough investigation into the whole of the
Greek wage structure and into methods of remun-
eration prevalent in the country is urgently
called for,

3. Prices and Hoarding:

"le believe it essential that if the workers are to make the sacri-
fices called for akove, an equally firm attitude must be taken with
respect bo profiteering and hoarding by many of the nation's merchants,
treders and industrialists. To this end the Covernment should announce
and promote with vigour an anti-hoarding campaign b=cked up by inventory
controls which make wnlawful the rossessiun or ownership by any person
of inientories of designated essential goods in excess of reasonable
requirements Jor the conduct of their business. The penalty for vicla-
tion should be confiscation by the government of excess supplies. Too
drastic' effects of such a plan can be avoided by permitting all persons
declaring excess inventories to dispose of them through regular trade
channels over a period of time at a rate at least equal to that syeci-
fied by ths Governmen®*.

In addition and as an alternative sanction bank credits to knowa
hoarders should be cancelled and outstanding loans should be called.

Specificslly in the case of dealers in imported goods, the Govern-
ment should reguire each applicant for an import permit to declare an
inventory of stocks of previously imported goods. After the plen is
in operation, each applicant For an import permit should be reyuired
to submit bills of sale which demonstrate the disrosition of previcusly
imported goods through the regular chenmels of trade, and as a first
step the use of such bills of sale should be made obligatory. TFermits
should be denied in those instances indicating excessive accumulations
of stocks, and in flagrant cases of hoarding the Government should not
énly requisition the surplus stocks but also bar the oifenders from the
field of import and export trade.

Turthermore, in view of the existing differential between the

"externsl and internsl price levels, the Greek Government should adjust

1ts duties on »1l items of import, other than foodstuffs and fuel, to
correspond in each instance to the ‘ncrease since pre-war in the fres
market price. In general, the present duties are spproximately 40

times pre-war while the price-level is at least 140 to 160 times pre-war.
This should be dene both ss an anti-profiteering measurs and as a

means of increasing Government revenues.

The most immediately pressing case where requisitioning is in order
involves the approaching fallure of certain tobacco merchants to live
up to their contract with thé Greek State for the delivery of tobacco
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dtete as 8 puvby to the contract must use ite full povers Lo ses to it thab
the necessary Wbasco L8 furnished and that the defaulter is held Fiommmelally
raapouslble.

Phera 15 in Greece In way ceges a galbe unjuetifinble zap Letweon whorLe=
sale and veteil prices. Last year prelimfnory slops wers Laken to reduss this
gap by means of the staiderdizabion of testdle produchbs. T recomend as &
mabter of uvgeney thet these steps be followed wp and shet o Uirestor of
Texkile Supplios be uppoinbed.

L. . Gontrol of Moporbs, Tmporks, titete Sunclies;

four tovovoment aust withowd deluy establish a centralized cenbrol of
exports wod impovbs. the pragent gysten characterized by cither no conlrols
ab all or by conbrols slaivistered under the overlapping awthority of soveral
wintatrios mhst be sbollshed. Specifically it in supggested thab the prosent
foraign purchage functlons of the Wieistry of Supply and the wintebry of
wirouse be gbolished sod thet there be sobeblished within cos winlslzy 4
#poretgn Trede Moinistretion” which should be hesded by one officisl thor-
oughly experienged in supply and price conditions ghrosd and not smeneble to
pregsure frow vhe treding compurity. Under this officiel musi ho. placed not
only the dmport licensing for private lmpuris but also the "Serviee of Blete
fupplics® the "State Organisetlon for the sdmivtstration of Allied furplus
srorea®, other gtate purchases and all privete snd Stabe berber spraenents,
Hr, Busll Weben of UNKEA has glven considereble thought 4o the ppoblem god
the detaile of such a "Forelgu Trade Jaministration’ could be most. usefully
dlnoussed with hin at e very early dabe. '

Tho eredit which hes been extonded to Gresse for purchage of U.8. Army
supplug. propevty ln Germany can eontribute greably to procuvenent of Grepests
minting inport needs for 1947, 4 gucesseful utilization of this credit now
depends entirely on the Groek Govermment. ~ If you act guickly end purchese
wisely meny nillions of dollers of estentiel items can be procured. We most.
upgently vecomnend that the series of speellic guggestions gonlained in
Ainbassader Porterte levter Lo you of februayy 17th bo implemented gh onee.
Since the buying begins on Mareh 1hth, Grecoe hes nob a single day te lose.

5, Mepchant Marine:

The Greek Merchent Marine should provide Greace with a large spount of
desperately nesded ‘reyepue and foralign ‘exchange. In our jvigment Lhe present
segement bebween the, purshagers of Ahie Guited States Liberty

“1g 1341 ‘short of ‘4 national scandal. Under the te
: oh ve sre told is soon to be presented to Fariiament
: ser. 1L, at the maximin, be vequired o bring |
: acue nothing in 1947, taxes apd fovelgn exchangs equivalont Lo .
G43, 500 mew oifp Guring 1948 and §52,500 each succeeding yemr. . T . .

. mye Greek (overnment, has guaranteed the nortgages on theme ‘ghips and has

- every right o expeot a greater raturn for the Greek nstion: Sinee the U. S.
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+ be presented to Farliament for ratification, the purchasers will, at the
maximum, be required to bring into Greece nothing in 1947, taxes and for-
elgn exchange equivalent to %42,500 per ship during 1948 and $52,500 each
succeeding year.

The Greek Government has guarsnteed the mortgages on these ships and
has every right to expect a greater return for the Greek nation. Since
the U.3, Government's primary reason for selling these ships was to aid
Greek recovery, it is essential that reasonable benefits should flow to
the Greek economy. Because any enterprise has an obligation to contri-
bute to the economy of the Government vuder whose protection it operates,
the shipowmers should be required to return substantial amounts of taxes
and foreign exchange to Greece. In view of the above considerations, in
view also of Greece's needs for foreign exchange, and' in view of the [ros-
rective large wrofits (we understand that most of the buyers believe that
so long as the present shipping market continues they will realize a net
profit per ship per year of at least $200,000 snd will be able to repay
the entire mortgage in 2-3 years), we believe the agreement should provide
as a minimum the following, beginning with 1947:

Total tax per ship ..... e e e . $ 30,000

Fayments to crews insurance and benefit
funds in Greece .. .................. e ‘e $ 5,000

Return of foreign exchange to Greece (may be

used for operating charges in Greece;

dedvction to be made for periods of non-

operation of more than one month; amount

subject to change if freight rates vary

20% from 1947 rates) ........... % 70,000

6. Olive 0il: .

The time has come when Greece must export sizeable quantities of
olive 0il if she is to import vitally needed 3zoods. In cooperation with
your interested Ministers we are preparing rlans for the controlled export
of olive oil, These should be completed within a week, aud we believe
they must then be rut into effect without delay. e urge your Goiernment
at once to order that henceforward no edible olive oil may be used in the
manufacture of soap, margarine or for other industrial purposes. Turther,
the Greek Navy and other enforcement offices must be instructed to renew
thelr efforts to prevent the smuggling of olive oil out of Greece.

7. Black Market in Foreign Exchange:

"e believe that at least $500,000 per month of foreign exchange,
largely dollar remittances, and so of ‘exceptional significance to the Greeck
econony, are currently being negotiated in the black market. As a First
step in ensuring that thess foreign exchange receipts flow into legal
channels and so become available for the financing of essential "imports,

we suggest the immediate imposition of s financial censorship of the mails,

i
+
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to be operated by the Bank of Greece,

®e are aware that the proposals which we are submitting to you here-

with are likely to call for considerable sacrifices by large sections
of the population, and will inevitably call Forth a considerable volume

! of clamour and of interested opposition. Avoldance of these immediate

| difficulties by inaction on your part will not, however, be of any avail.
The alternative to speedy and prompt action is _the rrogressive deteriora-
tion of the Greek economy, ultimate collspse, and collective and univer-
sal misery. e believe that if a serious attempt is maede to instruct
the Greek people as to the reality of the present situation, the vast
majority of well-meaning citizens will apprrove of s firm stand being
taken by the Government. ™e, therefore, urge you to take the Greek

; " people into your confidence, to cxplain the situation to them and to

' make it clear to them that it iz not the rich but the poor who are
certain to suffer most if the economic system is destroyed. The Greek
Fress, so far from enlightening the Greek people, is helping to confuse
and demoralize public opinion by a reckless disregard of facts and by
deliberate distortion. Should you desire us to assist you by preparing
a factual statcment which can be submitted to the Gresk people, ve shall
be very harpy to do so.

e have the honour to be,
With the highest consideration,

Your Excellency's obedient Servants,

T, E. GREGORY GARDNER TATTERSON -

His Excellency,
Monsieur D. Maximos,
Mresident of the Council,

Government of Greece.
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' : APPENDIX D
AMERICAN ECONOMIC MISSION TO GRIECE
athons; Greoce
Murch 3, 1947
Excellencys '

In our recent conversation you referred to the necessity for
developing an effective program for acquisition and utilization
of industrial plants and equipment to which Greece is entitled as
reparations under the Gorman de-industrielization plan, and asked if
T would consider the problem and give you my informal suggestions,
My Mission has not yet had sufficient time to give the matter the
careful study which it deserves, and I therefore am not prepared to
formulate specific recommendations. 1 am, however, outlining herein
general considerations which I believe are involved and the course of
action which occurs to me at this stage as advisable. I hope that
after the Mission returns to Athens next week we will have an oppor-
tunity of discussing the matter more fully with you and perhaps de-
veloping a clearly defined plan.

There is every reason to believe that reparations can play

an important part in the economy of Greece, and utilization of repara-
tions items should be planned in conjunction vith, and fitted into the
gencral pattern of, an over-all program for industrial expansion and
development. Items must be selected only for those industries which

. have the greatest promise of aiding the country’s economy. The three
principal problems involved in accomplishing this objective are
discussed below:

(1) Organization and Procodure.’ <The présent organization
and procedure for handling reparations items secm to me to have
inherent veaknessces. Under this system the Inter-Allied kepara-
. tions Agency 1n Brusscls, acting under the dircctives of Military
“ authoritics in Germany, issucs to the Delcgations of the several
rceipient countries lists and spetifications of items vhich are
to bocome available for disposal. 7This data is transmitted by
the head of the Greek Delegation to the Foreign Office in Athens,
which in turn informs the various Ministries. The Ministries
then advise the Foreign Office as to which items they want, and
the Greek Delegation in Brussels is instructed to proceed with
negotiations for their acguisition. The lack of effective coor-
dination among the various branches of the Government can result
in dissipation of the possible benefits to be derived from repara-
tions. Further, the program as operated at present mekes it dif-
ficult or impossible to coordinate the reparations program with
_an over-all plan for reconstruction and development.

His Excellency S. Stephanopoules,
Minister of Coordination;
v Athens, Greece.
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