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I've just got back from a visit to Greece to speak at a conference on my book,Marx 200.
While | was there | talked to several left activists and academics and it seems that little has
improved for the Greek people since my last visit two years ago. Back in 2010, Greece
started to sink fast under the Aegean, hitting the bottom in 2015. But since then, the
economy has remained stuck in the mud and hardly moved.

In my book, The Long Depression | characterised the difference between a ‘normal’ slump
in capitalist production and a depression. The slump takes the form of a V in investment
and output, down and then back up. But a depression is more like a square root: down,
then a small recovery but not to the previous level but staying trending below. The Greek
economy since the beginning of its crisis in 2010 fits that perfectly.

Greece’s economy grew 1.4% last year, marking the first time that real GDP growth has
exceeded 1% since 2007. But national output is still down 22% from its peak, “an output
collapse unprecedented in the annals of modern Europe and one that rivals the severity of
the Great Depression in the United States” while average real living standards (real wages,
pensions, social welfare) are down 40% from the peak. Unemployment remains over 20%
and youth unemployment is closer to 40%.

GREECE YOUTH UNEMPLOYMENT RATE
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More than 600,000 working age Greeks have left the country seeking work.
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And Greek capital remains prostrate. Gross investment as a share of GDP is about half of
its pre-crisis value.

GREECE GROSES FIXED CAPITAL FORMATION
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Moreover, part of gross investment is the replacement of depreciating capital — such as
replacing worn-out machines, or renovating decaying hotels. Net investment (i.e. gross
investment, minus depreciation) was about 10% of GDP before the crisis, indicating that
the capital stock was increasing at that time. But net investment has fallen absolutely since
2010, so the effective capital stock of the country is decaying.

Investment by the Greek private sector is constrained by low corporate profits (limiting its
own funds available for investment) and weak bank balance sheet positions, as reflected
by the approximately 40% share of total loans made by Greek banks that are non-
performing loans (which constrains available bank lending). Indeed, although the
profitability of Greek capital has finally recovered a little, based on the liquidation of the
weak and smaller businesses, huge unemployment and a reduction in real wages, the rate
of profit is still below the level of 2010.

Greece: net return on capital stock (2010=100)
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And small businesses and workers also face the huge burden of sharply increased taxes.
This is to meet the fiscal targets set by the Troika (the ECB, the IMF and the Eurogroup)
imposed in a series of ‘bailout’ programmes introduced since 2010. Greek public debt was
about 80% of GDP in 2010 as the tsunami generated by the global financial crash and the
Great Recession reached weak Greek capitalism. That public debt is now around 180% of
GDP. Why?
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GREECE COVERMMENT DEBT TO GDP
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Because the German and French banks demanded full face value repayment of the Greek
government and bank bonds that they had bought before 2010 when interest yield was so
high. But Greek banks could no longer service these bonds because Greek capitalists were
going bust or defaulting on their bank loans.

The Greek state was also unable to bail out its banks and meet its bond obligations as the
economy collapsed. The rising cost of unemployment and welfare and falling tax revenues
drove up the government budget deficit to record levels.

Austerity was now the order of the day. Workers, as taxpayers, had to take on the burden
of servicing and repaying the capitalist sector’s debt. First, Greek conservative
governments agreed with the Troika on a series of cuts in public sector jobs and services,
privatisations and pension reductions to ‘stabilise’ the debt. But despite the sacrifices,
successive bailout programs failed to restore the economy. So more loans from the official
agencies were conjured up, along yet more austerity.

Then the leftist Syriza party won the election in 2015 pledged to oppose any further
austerity and called for debt repudiation. And as we know, in July 2015 the Greek people
voted 60-40 to reject the Troika measures. But within days of that referendum, the Syriza
government capitulated to the pressure of capital as the ECB withdrew credit and support
for Greek banks and the banks were closed. Syriza signed up for a new program that took
the debt up to its current 180% of GDP.

That program comes to an end in August this year and in the next few days the Eurogroup
and the Syriza government must decide what to do next. But, as a recent report by some
top mainstream economists, put it: “A spectre continues to haunt Greece and no less its
creditors. Under plausible projections for growth, interest rates and fiscal performance, the
government’s debt is unsustainable, as its official creditors have effectively

acknowledged.” Despite never-ending ‘austerity’ in the form of annual budget surpluses,
the debt level has remained undisturbed — because as fast as the government cuts
spending, the loans keep rising — but not to fund government services but to repay previous
loans to the IMF and the ECB!

The Syriza government has done everything asked of it by the Troika and now, with just a
maximum of a year to go before new elections, it is desperate to get the Eurogroup to
agree to some ‘debt relief to convince voters that things are finally going to improve. The
IMF agrees that debt relief is needed, along with a less severe trajectory for further

austerity. But the Eurogroup does not. It refuses, so far, to reduce further the interest rate
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on its loans (already pretty low) or extend the time scale of the maturity of the debt
repayments (already well into 2030). And it certainly does not want any actual cut in the
face value of the debt outstanding (a write-off), which it sees as setting a precedent that
debtors can get away without paying eventually.

The Eurogroup claims that the Greeks should be able to service their debt and grow now
that they have met the terms of latest program and so can return to ‘normal’ by borrowing
on world markets. The IMF and most economists disagree. The IMF reckons the burden
of the debt is too high for generations of Greeks to service through taxation and cuts
indefinitely. So the IMF supports a form of debt relief (extend loan maturities and lower
interest rates). But it also wants the Syriza government to pursue a neoliberal programme
of: decimating trade union rights, deregulating markets and continuing privatisations. As
the recent IMF communique put it:“Despite progress on the structural front, Greece’s
overarching challenge remains the liberalization of restrictions that impair its investment
climate. Thus, the authorities should reconsider their plans to reverse cornerstone
collective-bargaining reforms after the end of the program, and should instead focus on
redoubling efforts to open up still protected product and service markets, so as to facilitate
investment and create new jobs.”

The reality is that with the Greek economy unlikely to grow at more than 2% a year after
inflation for the foreseeable future and the burden of financing the debt standing at 15% of
GDP each year and rising, there is no way that Greek capitalism can escape of the spectre
of the debtors prison.

At the end of 2015, 75% of Greek public debt was in the form of official loans. Bond
holdings of European central banks amounted to an additional 6%, while some additional
percentage was held by (largely state-owned) Greek banks. Even if Greece reaches an
overall budget balance this year, new borrowing will be needed in the future. The current
€16bn loan from the IMF needs to be repaid by 2021, and the €20bn bond holdings of the
ECB and national central banks by 2026. The current stock of €3bn pre-2012 bonds, which
were not restructured in 2012, also needs to be repaid. Repayment of the remaining €31bn
bonds which resulted from the 2012 debt restructuring will start in 2023. The €53bn bilateral
loans from euro-area partners granted in the first financial assistance programme will have
to be repaid between 2020-2041, according to current schedule.

As the economists group put it starkly: “To achieve debt sustainability without face-value
debt relief, ....would imply a large increase in the total exposure to Greece of the European
official sector from currently expected end-2018 levels, that is, by 50% or more. It would
also mean that Greece could still be paying off debts to European official creditors well into
the 22nd century.”

As the economy crawls along the bottom, the Syriza government can offer no relief to its
voters from the grinding poverty and tax burdens they now suffer. Indeed, on 1 January
2019, pensions, already cut heavily, face another cut of up to 18%. The government calls
for debt relief from the Troika but what is really needed is debt cancellation; proper taxation
of the very rich who continue to avoid any severe measures; the public ownership of the
banks and big businesses that rule Greek investment and a state plan for investment. It
was what was needed at the time of 2015 referendum when the Greek people voted down
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the Troika measures. Three years later, nothing has really changed and, as a result, in the
next election, voter turnout will plummet and Syriza is likely to lose and be replaced by a
right-wing coalition. The spectre of debt will remain.
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