
Success stories of the Economic Adjustment Programme  

Restoring fiscal and financial stability  

The Economic Adjustment Programme for Greece was designed (first in 2010, and then updated in 

2012), in a context of extreme macro-economic imbalances, very large fiscal deficits and debt, a 

serious gap in competitiveness and productivity, rigid markets, and a contracting economy. The 

immediate objectives of the programme have been restoring fiscal and financial stability, and 

important progress has been made on these two fronts. After marginally over-performing in 2012, 

Greece is expected to over-perform the primary balance target for 2013 by a significant margin, and 

the authorities remain  committed to achieve the fiscal targets for 2014 and beyond. Reforms of the 

pension and health systems have been adopted, putting the system on a more sustainable path. The 

projected pension expenditure over the next 50 years is limited now to 1.1% of GDP by 2060. In 

healthcare, pharmaceutical reforms reduced public spending on pharmaceuticals from 3.9 bn in 

2010 to about 2.5 bn in 2013. Public employment has been reduced significantly since 2010 and, 

along with the adjustment in wages, a major reduction in the wage bill has been achieved.  

Greece has also restructured, consolidated and stabilised its financial system, which is undergoing a 

further recapitalisation exercise involving private investors to ensure it is well prepared to face the 

impact of expected losses from the high-level of non-performing loans. The recapitalisation 

framework has been redesigned in light of the improved banking sector capitalisation and market 

circumstances. The authorities are also committed to significantly strengthening the private sector 

debt resolution framework and facilitating the orderly and swift workout of impaired bank assets. 

The buffers in the Hellenic Financial Stability Fund will be retained to meet potential future adverse 

contingencies.  

Growth-enhancing structural reforms at the core of the programme  

The reform plan under the Economic Adjustment Programme for Greece constitutes a 

comprehensive short- to long-term agenda for growth and employment. While strong attention to 

the stabilisation of public finances and of the financial system is still necessary, the programme puts 

great emphasis on the implementation of a wide range of structural reforms to create new 

opportunities for investment, innovation and employment. Some of these reforms are already 

starting to bear fruit, although many challenges remain to be addressed and vigorous action to fully 

implement the policy conditionality of the Economic Adjustment Programme will still be needed.  

The ambitious labour market reforms already implemented, such as wider use of decentralised wage 

bargaining, a lower minimum wage, and reductions in other non-wage labour costs, have allowed 

Greece to realign wages and to recover almost all of the competitiveness it lost over the last decade, 

in terms of unit labour costs: by 2014, Greece is projected to have broadly regained its 1995 labour 

cost competitiveness position relative to the Euro area. Compensation per employee fell by 4.2% in 

2012 and is forecast to decline by 7.0% in 2013 and by a further 1.5% in 2014. Overall, the ULC-based 

real effective exchange rate of Greece is forecast to fall by 21.6% between 2009 and 2014. Looking 

forward, reforms in the labour market will have to focus not so much on wage reduction but on 

increasing flexibility and abolishing employment obstacles, where there is still significant scope for 

improvements.  



Efforts to modernise product markets and improve the business environment are starting to bear 

fruit. The 2013 update of the OECD indicators of Product Market Regulation show that Greece made 

the largest improvement over the last five years, although it continues to be among the OECD 

countries with relatively strict product market regulations. Greece has also improved substantially its 

overall rank in the World Bank's 2014 Doing Business Report jumping 111 ranks from 147th to 36th 

in the starting a business field, which has made Greece the world's fastest reformer in this area. 

However, Greece's ranking remains low compared to other EU Member States, highlighting the need 

for the country to remain strongly committed to the agreed structural reform agenda.  

The adjustment programme is also a major driving force behind the crucial reform of the Greek 

public administration. The Government is on track to deliver the decrease in general government 

employment by 150,000, likely ahead of the deadline of 2015. The transfer of 25,000 employees to 

the mobility ("availability") scheme has been completed, although with delay, and staffing plans 

have been almost completed across the administration, which will imply a reduction in 

organisational structures and management posts by about a third. It is however extremely important 

that reform effort in the field of public administration continues unabated to reach the goal of a 

flexible and modern service targeted at the needs of the general population. 

 

 

 



 



 

 



 

 

On Fiscal:  

MTFS and Fiscal Outlook for 2015-2017  

The authorities remain committed to achieve the fiscal targets for 2015 and beyond, including as 

needed by extending expiring fiscal measures. While still challenging, the fiscal outlook for 2015 has 

improved compared with the previous review. As a result, the projected fiscal gap to achieve the 

2015 primary surplus target of 3% of GDP has declined to about 1.1% of GDP from the 1.8% of GDP 

foreseen at the end of the previous review in July 2013. The improvement is largely explained by the 

following factors: (i) the small permanent component of the 2013 over-performance; (ii) higher than 

expected yields of the income tax reforms; (iii) the effect of newly adopted measures during this 

review; and (iv) faster absorption of EU structural funds. 

The mission urged the authorities to timely deliver all programme commitments and to start 

working towards identifying areas, where further improvement can take place, thereby supporting 

the fiscal adjustment. Given that the expected gains from the re-organisation of the revenue 

administration are assumed to contribute to the fiscal consolidation a timely delivery of the reforms 



on this front is crucial. Moreover, despite the significant improvements having been made since the 

start of the programme, there are still areas where significant efficiency gains can be made, through 

further streamlining of the public sector and reviewing spending envelopes. The authorities are 

starting work toward a comprehensive VAT reform to be introduced in 2015 and will in the coming 

months review the existing VAT policy and administration (see section 3.2.2. Tax policy reform and 

Box 6). Furthermore, a review of social security policies is being initiated to improve targeting, 

fairness, and efficiency. The authorities are also starting work on consolidating pension fund 

administration with a view to ensuring that the consolidated system is actuarially balanced in the 

next decades. The discussions of the concrete proposals will take place in the context of the 2015 

budget preparation in the autumn.  

The projections for 2016-17 are inherently uncertain. A key issue is the impact of structural reforms 

and economic recovery on tax and spending aggregates. Tax revenues could rebound significantly 

more than assumed in the baseline projections once the economy recovers and the liquidity 

situation improves. This will be contingent on continued resolute implementation of the on-going 

reforms of the tax and social security revenue administrations. On the other hand, any severe delays 

in programme implementation may result in a widening of the fiscal gap, thereby leading to higher 

needs for savings in other areas. 

 



 

 

Privatisations:  

More progress is however needed in the area of real estate privatisation. Preparatory work is 

advanced to secure the pipeline for the transfer of full and direct ownership of 1,000 commercially 

viable real estate assets to the HRADF. The authorities are in the process of identifying and 

transferring to the privatisation fund the remaining 250 real estate assets of the fourth quarterly 

batch of transfers. Additional steps will be taken to improve the real estate preparatory process, 

through reviewing the mission, objectives, and staffing of ETAD and to strengthen its effectiveness in 

professionally managing and preparing real estate assets ahead of transferring them to HRADF. 

Given the progress and completion of a certain number of corporate assets privatisations, the sale of 

the real estate assets will have a crucial importance for the overall attainment of the revenue targets 

from a medium and long term perspective. A specific roadmap for the implementation of these 

measures has been agreed with the authorities. More broadly, it is important that all elements for 

successful privatisation of real estate assets are in place now that market sentiment is expected to 

gradually improve.  

The authorities have defined a roadmap for alternative sale methods of real estate assets, such as 

asset securitisation and monetisation in order to raise additional revenues beyond what is currently 

foreseen in the privatisation plan. Such efforts will be targeted at the private sector, in particular 

international investors and will complement the direct sale of assets currently on-going. This project, 

combined with improving investor interest in Greece, can help raise additional proceeds in the 

medium terms. The Authorities will assess the progress in this field in the coming months and will, if 

needed, revise upwards the proceeds estimates from privatisation. The authorities will submit the 

first progress report by end-June 2014 and should complete the first transaction by end-November 

2014. 

 



The expected cumulative privatisation proceeds have been revised downward somewhat to EUR 

22.6 billion by 2020 (from EUR 24.2 bn in the July 2013 review). The cumulated amount of expected 

proceeds has been updated based on current transaction trends and based on policy measures and 

commitments. These targets remain under review, mindful of both upside (from heightened investor 

interest) and downside (from continuing significant hurdles to privatization) risks. Improved 

governance and transparency of the privatisation process are essential to build confidence among 

the general public that the privatisation process will maximise value for the tax payer. Additional 

steps are needed to expedite approvals from the Court of Auditors, Council of State, and the 

Competition Committee to reduce the overall time for the sale of assets. The final sale of assets is of 

crucial importance for financing purposes but also for ensuring additional investment, greater 

managerial expertise, increased efficiency and better governance for the enterprises involved. The 

timing of some corporate sales has been revised in order to allow the strengthening of the 

regulatory environment prior to privatisation. 

 

Tax policy reform:  

The legislation for a new Unified Property Tax (ENFIA/ENΦIΑ) was adopted in December 2013 and 

entered in forced from January 2014. The new tax replaces both the existing real estate tax collected 

by the electricity company PPC (PPC levy) and the wealth tax on property (FAP/ΦΑΠ) and has 

allowed for a major reduction in Transactions Tax from 9.6% to 3%. The new tax has two parts: a 

main real estate tax on individual properties and a relatively small progressive tax that is levied on 

real estate holdings as a whole. The tax covers both properties and land, broadening the tax base to 

include urban and non-urban land as well as residential, commercial, and industrial buildings. 

Previously, land was lightly taxed in urban areas and untaxed in non-urban zones. The broadening of 

the tax base to include land should increase fairness and economic efficiency of land use. Base-

broadening also allows for lower average tax rates on buildings, thus encouraging real estate 

investment. Moreover, the new property tax will be levied on both individuals and legal entities such 

as companies. In the medium term, the property tax could replace the existing financing of local 

government, along with an appropriate equalization system. Financing local governments through a 

real estate tax would have the advantage of strengthening incentives for municipalities to facilitate 

and attract new real estate and commercial development.  



Efforts are also taking place to provide the data for the eventual updating of property values. The 

new Unified Property Tax will be based on the real estate objective values dating from 2007. The 

work to enable the updating the objective values of real estates in Greece has already started and it 

is carried out by a team chaired by the Secretary General for Public Properties. The process will 

require some months, but is expected to be completed before the end of the year. Starting from 

5,500 price areas of 2007, the Working Group has already collected information from Local 

Committees in a central database which now contains 11,000 price areas all over Greece. However 

the work delivered so far produced an indexation to update the 2007 prices. The second part of the 

project foresees a fully fledged database which will be fed with information from transaction tax 

payments and rent contracts.   

Additionally, the aim is to align all property assessment values with market prices by January 2017. 

To this end, by July 2014, the authorities will develop a medium-term reform plan that outlines 

actions, including setting up a project team which will steer the process. 



 



 

 

Public Administration Reform:  

The transfer of 25,000 employees to the mandatory mobility ("availability") scheme [has been 

completed], even if with three months of delay compared to the initial deadline. The Greek 



authorities proceeded with a well-defined strategy, adopting relevant legal instruments to abolish 

redundant positions and to provide for the transfer, immediate or after assessment, of personnel to 

the scheme. The employees placed in the mobility scheme will be assessed within a centrally-

defined evaluation framework and have the opportunity to find another job, in line with their 

competences and the needs of the administration, within eight months. Those who are not 

reallocated before this date will exit, [as it has been the case at the end of March 2014 for [xx] staff 

who entered the scheme in July 2013]. A total of around 15,000 employees is expected to find a new 

job, after transiting through the scheme, in departments suffering from understaffing. 

Staffing plans have been almost completed across the administration. The Government Council of 

Reform has approved staffing plans for over 401,000 employees, and is expected to approve already 

submitted plans for further 198,000, leaving to be completed the assessment of 36.000 employees, 

i.e. about 5% of the permanent workforce. Presidential Decrees and other legal instruments to 

implement the new organisational structures for the line Ministries [have been submitted] to the 

State Council and are expected to be adopted within June.  

A two-year administrative reform action plan, also encompassing a comprehensive human resources 

strategy, [has been adopted]. The plan deals with mobility and deployment, performance of 

management, disciplinary cases, training, selection of top management, roles and assessment of 

management and HR managers' network. Legislation to improve the current evaluation system is 

expected to be adopted in April, and a comprehensive reform of the system will be introduced from 

2015. A new system for the recruitment of managers, [currently being legislated], should bring a 

complete renewal of the management staff by June 2015. A more careful assessment of new 

entrants needs to be made, through a stronger screening of the staff under probation period.  

The authorities intend to introduce a new “mobility” scheme as a permanent mechanism for 

voluntary and mandatory transfers. This scheme aims at better allocating personnel within the 

public administration without being connected to exits nor requiring placing employees under the 

availability scheme and reducing their remuneration. The authorities also intend to establish by 

March 2015 an internal job market within the public administration, while implementing mandatory 

rotation within the public sector beyond the ongoing restructuring exercise to facilitate continuous 

renewal of skills. They will amend the legislation of mandatory mobility, so that in case of refusal to 

take up the new position, the employee would be moved to the availability scheme.  

A comprehensive review of employment levels and of the remuneration structure is needed and will 

be completed in parallel with the preparation of the 2014 budget, with a view to replace the existing 

wage grid in 2015. It should ensure they are consistent with high-quality provision of public services 

and are fiscally sustainable. The authorities plan to address implementation issues related to the 

wage grid reform and introduce a rationalization of the public sector wage structure in a fiscally 

neutral way, including the comprehensive application of the wage grid reform across the public 

sector and decompressing the wage distribution in both directions in connection with the skills, 

performance and responsibility of staff. Non-wage benefits will also be reviewed and aligned with EU 

best practices. 

 

Health Care Reform:  



 



 

 

Pension Reform:  

The reform of lump-sum pensions also needs to be completed. The implementation of this reform 

has started, effective since January 1, 2014, in order to eliminate the deficits in these funds. 

Nevertheless, a number of lump sum schemes have been left out of this reform process. All funds 

that fall under the ESA95 definition of general government should now also join the ongoing reform 

process, effective from January 1, 2015, when all lump-sum funds would only be financed by own 

contributions.  

The authorities have committed to enhance the pension system to ensure its viability and support 

labour supply. To address remaining short- and long-term concerns, the authorities intend to 

consolidate pension fund administration and enhancing efficiency; ensure that the consolidated 

system (excluding budgetary transfers related to social assistance functions) is actuarially balanced 

through the next decades; contain pension spending to ensure short- to medium-term compatibility 

with the MTFS targets, by recalibrating pension system parameters and containing the state subsidy 

to the pension system; and establish close links between contributions and benefits in all pension 

funds to ensure actuarial fairness. A draft comprehensive proposal on the main elements of SSF 

consolidation harmonizing contribution and benefit payment procedures, is expected by June 2014, 

to be subsequently complemented by an actuarial study of the whole pension system, supporting 

specific design and parametric improvements to be legislated with a view to take effect from January 

1
st

 2015. 

 

Labor Market Reform:  



 

 



 



 

 

Product Market Reform:  

 



 

 



 



 



 

 

Debt Sustainability 

The debt sustainability analysis points to a slight deterioration in the debt-to-GDP ratio by the end of 

the decade in the current review compared to the previous one. After peaking at around 177% of 

GDP in 2014, Greece's debt-to-GDP is expected to gradually decline to around 125 % of GDP  in 2020 



and around 112 % of GDP in 2022 (graph 18). Using the same assumptions, this represents a 

deterioration compared to the December 2012 targets of a debt-to-GDP of 124% in 2020 and 

substantially below 110% in 2022. This deterioration is due to several factors: a lower forecast for 

nominal GDP, mainly reflecting a deeper adjustment in prices, a somewhat lower forecast for 

privatisation revenue following delays in privatising government assets and higher arrears clearance 

compared to the previous review, which may however support economic growth in the shorter term 

representing an upside risk to the projection. In addition to the clearance of EUR 8 bn in arrears 

originally foreseen in the programme, the current DSA assumes the clearance of an extra EUR 2.5 bn 

in newly discovered tax refund arrears in the course of 2015. In contrast, the debt-to-GDP ratio for 

2013 at 175% is estimated to have been better than projected due to a better than anticipated fiscal 

outcome. 

On top of EFSF-IMF disbursements associated to the 4
th

 review, Greece will need some additional 

EUR 5 bn to cover its financing needs until end-August. If the 5
th

 review will not be completed before 

August, the additional necessary funds could come from a number of measures to be taken by the 

authorities in the coming months. The programme is fully financed for the next 12 months, including 

by additional measures outlined below which taken together, are expected to yield at least a total of 

EUR 8.5 bn in extra resources (i.e. EUR 5 bn in extra financing needs until end-August and estimated 

additional needs of EUR 3.5 bn until May 2015). In addition, the Eurogroup's outstanding 

commitment to provide adequate support to Greece during the life of the programme and beyond 

until it has regained market access provides necessary reassurances that the programme remains 

sufficiently financed  

• Intra-general government borrowing through repo operations. While the State cash reserves 

run relatively low, other general government entities dispose of sizable cash reserves. As 

part of the programme, mechanism will be put in place to enable the State to use idle 

resources available in other parts of general government to cover part of its financing needs. 

As a first step, the authorities are setting up a repo framework using state government 

assets as collateral to draw on excess liquidity in general government subsectors for up to 

EUR 3 billion. This framework will be implemented as part of a prior action and although the 

repos will be short-term, they can be rolled over as needed.  

• Cancellation of state preference shares by Greek banks. In 2009 Greece issued the so-called 

pillar I bonds worth EUR 5.2 bn to capitalize Greek banks in kind. In exchange for these 

bonds, the Greek State was given preference shares in the banks that required the 

recapitalisation. These pillar I bonds are due to mature in May. In the course of the 

upcoming recapitalization, some banks have indicated their intention to raise higher 

amounts from the markets in order to buy back the state preference shares, thereby 

allowing for the cancellation of the corresponding pillar I bonds when they mature. This 

would reduce the government financing needs for May.  

• Cancellation of part of the ETEAN bonds. ETEAN is an extra-budgetary fund whose main 

objective is to give guarantees to SMEs so that the latter can have access to financing. In 

2009 bonds worth EUR 1.2 bn were issued as capital for ETEAN and are set to mature in 

August. When guarantees given to SMEs were called, ETEAN gave banks the equivalent in 

bonds. The authorities estimate that of the total bonds still held by ETEAN, part will not be 



needed and can be cancelled when they mature, thereby reducing financing needs for 

August.  

• [Use of idle resources available in other parts of general government for liquidity purposes. 

The authorities have agreed to develop a plan for cash management reform to be 

implemented as of January 1 2015 aimed at reducing the currently high segmentation of the 

management of the various general government accounts. A first step in this reform will be 

to analyse the accounts held by State/central government entities in commercial banks and 

to close down all the unnecessary accounts, bringing the money back into the Treasury 

Single Account (TSA). The closure of the unnecessary accounts would take place by end-June 

and would bring added liquidity back to the TSA.]  

• New debt issuance.Given the improved market sentiment and the significant fall in yields, 

prospects for Greece to receive some financing through commercial funding (either short-

term or long-term) have increase 

 



 


