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Structural measures already adopted:

• The bill granting independence to the Statistics Service, creating the
Statistical Council and harmonizing the code of practice of the Na-
tional to the European Statistical System has been tabled in 
Parliament;

• Monthly reporting requirements for all line ministries have been set;

• Inter-ministerial working groups to follow and enforce budget targets
have been established by ministerial decision;

• The draft law streamlining the size and cost of regional and local govern-
ment by reducing the number of municipalities, prefectures, institutions
and legal entities has been adopted by the Council of Ministers;

• The draft law adopting Directive 123 for the liberalization of services
has been adopted by the Council of Ministers;

• The list of medicines provided by the healthcare branches of social 
security funds has been restricted by law.

Main elements of the Programme

The SGP is both a signal of policy intent and a plan of action. It reflects the
determination of the Greek authorities and of Greek citizens to restore
the country’s credibility in the realm of fiscal management and to safe-
guard its economic and social development. 

The SGP attempts to address the double challenge that Greece faces
today:

• To consolidate the country’s fiscal position through effective fiscal and
structural policies aimed at reducing the budget deficit and lowering
the public debt-to-GDP ratio; and 

• To secure the conditions for economic development by addressing
long-standing structural weaknesses. 

Sustainable growth and development in the years to come require a 
fundamental shift in the Greek economy’s growth paradigm, from the
previous reliance on consumption as the driver of growth to a new model
driven by sustainable growth in domestic and foreign investment and
exports of goods and services. Future growth must come from improve-
ments in the competitiveness of the Greek economy, the deterioration of
which in recent years is reflected in the widening deficit of the current 
account balance.

Basic macroeconomic aggregates
(% annual changes in volumes, unless otherwise stated)

Baseline scenario

2010 2011 2012 2013
Private consumption -1.0 0.3 0.8 1.0

Public consumption -4.4 -5.9 -5.9 0.7

Gross fixed capital formation -1.6 4.5 5.5 8.4

Exports of goods and services 2.5 4.0 6.5 7.2

Imports of goods and services -3.0 2.0 2.8 3.4

GDP -0.3 1.5 1.9 2.5

Inflation rate (CPI) 1.4 1.9 1.8 1.8

Nominal unit labour costs 1.4 0.6 0.7 0.9

Unemployment rate (*) 9.9 10.5 10.5 10.3

(*) on national accounts basis

The macroeconomic scenario

Projected GDP growth rate (-0.3% in 2010, turning positive in 2011

and rising to 1.9% in 2012) is based on a conservative 

assessment of the beneficial effect of Greece’s reform programme 

on macro-aggregates, and also reflects the expected recovery 

in the international economy. 

Final domestic demand is expected to decrease by 1.7% in 2010 

and steadily regain momentum in the medium term, increasing 

by 1.0 % on average in 2011-13. Investment is expected to continue

declining in 2010 and rebound from 2011 onwards. The external 

sector is expected to contribute positively to GDP growth, with 

imports declining in 2010 and the growth of exports outpacing 

that of imports from 2011. 

In addition to the baseline scenario, the Stability and Growth 

Programme also incorporates an alternative macroeconomic 

scenario with GDP growth at -0.8% for 2011. The additional fiscal 

adjustment needed to attain the 4 percentage-point target 

for 2010 under this scenario is 0.3% and is reflected in the additional

measures already announced.

2010 budget on track

The temporary figures on the execution of the state budget in January

show a surplus of 574 million Euros, compared with a deficit of 1,554 

million Euros in January 2009. Net revenues before tax refunds increased

by 16.5% (reflecting also receipts from a one-off tax levy on large 

profitable enterprises), compared with the annual budgetary target of a

10.8% increase, while expenditures decreased by 10.6% compared with

the Budget’s annual target of -2.8%. 
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The fiscal adjustment

The SGP quantifies and presents a mix of measures to increase revenue 
and cut expenditures (and in particular to achieve front-loaded deficit 
reduction in 2010), along with information on methods of implementation.
The fiscal consolidation effort is front-loaded, with a 4% deficit reduction in
2010. Public debt is expected to stabilise in 2011 and to decline thereafter. 

The 2010-2013 Stability Programme will bring the fiscal deficit to less than
the 3% threshold by 2012 and reduce, from 2012 onwards, general 
government consolidated debt as a percentage of GDP. The latter will also
be supported by an ambitious privatization programme, as well as by the
gradual return of capital injections to the banks during the crisis period.

An adjustment of 4 percentage points of GDP is planned for 2010. This is
split between permanent expenditure reductions (1.5%) and permanent
increases in revenues (2.5%). 

Expenditure reductions include a 10% cut in wage allowances, which is
equivalent to a 4% average wage cut in nominal terms and 5.5% in real
terms (higher than any other Euro area country). This, together with a 
recruitment freeze in 2010 and the implementation of a 5:1 retirement to
recruitment ratio from 2011 onwards, will drastically reverse the tendency
for a larger public sector wage bill. The same wage policy will be applied to
the broader public sector entities.

The SGP also foresees terminating a large number of short-term contracts
in the public sector, reducing operating expenditures for line Ministries by
10%, reducing the budget item relating to social security and pension funds
by 10%, and significantly reducing military expenditures up to 2013.

On the revenue side, a number of permanent tax increases are planned 
or implemented. Reliance on reducing tax evasion and improving the tax
collection mechanism to pre-crisis levels is conservatively estimated at 0.5%
of GDP. 

Permanent tax revenue increases include: a single progressive taxation
scale for individual incomes, abolition of all forms of “autonomous” 
taxation, abolition of a large number of tax exemptions, progressive 
taxation on large properties, increase in the excise duties on tobacco and
alcohol, as well as changes in taxation rules, including those applied to 
off-shore companies, transfer pricing and thin capitalization, and reforms
on the tax administration to allow a broadening of the tax base.

In order to address downside risks and to safeguard the achievement of
the 4 percentage points of GDP reduction of the 2010 budget deficit, a num-
ber of measures are being implemented in order to create a buffer of an 
additional 1.7 percent. These include the creation of a contingency reserve
in the government budget by setting an upper limit of 90% on all budget
appropriations as well as increases in fuel taxes. 

The Fiscal adjustment path

According to the 2010 Budget, the general government deficit was
planned to be reduced by 3.6% of GDP, from 12.7% in 2009 to 9.1% in
2010. However, the SGP adopts the more ambitious target of reducing
the general government deficit by 4 percentage points, to 8.7% of GDP
at the end of 2010.

The baseline SGP scenario is front-loaded, with the 4% adjustment in
the deficit to be followed by further adjustments over the period 2011 –
2013. In particular, the fiscal adjustment path in the baseline scenario
amounts to 3.1%, 2.8% and 0.8% of GDP in 2011, 2012 and 2013 
respectively, bringing the projected deficit of the general government
to around 2% of GDP by 2013.

The fiscal adjustment will result from the impact of cutting expenditures
and increasing revenues through permanent and structural measures,
as well as through higher growth rates in the medium term.

General Government Deficit (% GDP)

General Government Consolidated Debt (% GDP) 

General Government Resources and Expenditures
(% GDP) 

2008

7.8%

99.2%

113.4% 120.4% 120.6% 117.7% 113.4%

52.0%
50.6%

49.1%
47.8% 47.3%

39.3%40.6%
41.9%

43.5%
45.0% 45.3%

12.7%

8.7%

5.6%

2.8% 2.0%

2009 2010 2011 2012 2013

2008 2009 2010 2011 2012 2013

2008 2009 2010 2011 2012 2013

General Government Resources
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Similarly, public debt is projected to decelerate from 2012 onwards as 
a result of primary surpluses, increased revenues from privatizations 
(including the gradual return of capital injections to the Greek banks)
and the increase of the nominal GDP. 
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The Greek government’s short- and medium-term fiscal and 
reform strategy includes budget, tax, social security, and public 
administration reform, as well as institutional changes to enhance
the credibility and sustainability of policies and policy outcomes:

Restoring fiscal credibility: 

• An independent National Statistics Agency, creation of a National
Statistical Council and harmonisation of the statistical code of
practice to the European Statistical System;

• A system of necessary checks and balances to ensure improved
accuracy and reporting of fiscal statistics;

• A Budget Office under the auspices of Parliament, with the 
mandate to audit fiscal accounts on a monthly basis, assist 
Parliament and citizens and assess, examine and monitor the 
annual and multi-annual budgets;

• Legislation of “fiscal rules” for the effective medium-term 
execution of the budget aimed at anchoring expectations for
sustainable public finances.

Reforming the budget process and monitoring:

• Monthly reporting requirements for all line ministries;
• Funds to the line ministries released on a monthly basis, 

compared with former rules allowing even a 100 percent release
from the beginning of each financial year;

• Inter-ministerial working groups to follow and enforce budget
targets;

• A “zero-basis” methodology for the 2011 budget process and 
introducing elements of programme budgeting in the prepara-
tion of the 2011 budget, moving fully to programme budgeting
in the following year.

Tax reform: 

• Introduction of a unified progressive tax scale for income from
all sources;

• Abolition of autonomous taxation and tax exemptions 
in personal income and dividends; 

• Reintroduction of a progressive tax on large property, 
inheritances and bequests; 

• Introduction of a more effective taxation of offshore real estate
and other companies;

• Codification and simplification of tax statutes and declarations
to include all income sources and assets; and 

• Obligatory electronic tax declaration for all individual and 
corporate tax payers.

Ensuring long-term sustainability of public finances: 

• Containment of health expenditures by restricting the list of
medicines provided by the healthcare branches of social 
insurance funds, as well as through wider reforms in NHS 
operation;

• Pension reform through institutional changes in the pension 
system and policies to rationalise expenditure and increase the
revenue base, such as containing social security contributions
evasion;

• An increase in retirement age has been announced by the Prime
Minister. Further, the equalisation of the retirement age between
men and women in the public sector will be adopted following
the decision of the European Court of Justice. 

Establishing employment growth and enhancement policies:

• Revision of the investment law in 2010; 
• Redirecting public- and private-sector investment priorities and

incentives; 
• Restructuring public expenditures; 
• Promoting public-private partnerships; 
• Establishing a Hellenic Development Fund; and 
• Promoting active labour market policies including introducing

training and apprenticeship schemes, implementing regional
and local integrated employment plans, and improving labour
market transparency.

Fostering private sector development: 

• Pursuing and developing a major regulatory reform agenda to
simplify procedures for starting, licensing and operating 
a business in the country;

• Opening up closed professions (and liberalization of services);
• Strengthening internal and external competitiveness; and 
• Providing adequate liquidity and development financing.

Promoting efficiency and accountability in public 
administration:

• A legal obligation to post on the internet all decisions taken by a
public official involving disbursement of public funds; 

• Streamlining the size and cost of regional and local government
by reducing the number of municipalities (from over 1,000 to
under 400), prefectures, institutions and legal entities (from 6,000
to 2,000).

Addressing structural weaknesses
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APPENDIX:	
  	
  

Announcement	
  on	
  new	
  economic	
  and	
  fiscal	
  measures	
  

Athens,	
  3rd	
  March	
  2010	
  

The Greek Government today announced a package of additional measures designed to safeguard the 
targets of the Stability and Growth Programme against macroeconomic and financial risks. 

The package includes permanent measures on both the revenue and expenditure sides of 
the budget, which together will contribute 2% of GDP, or 4.8 billion Euro. These measures 
are in addition to measures in the Stability Programme totalling 4% of GDP and measures recently 
announced by the Prime Minister totalling 0.5%. They signal the Greek Government’s determination 
to ensure a sustainable fiscal path and to restore confidence in the Greek economy. 

On the revenue side, the new package includes measures amounting to up to 1% of GDP, or 
2.4 billion Euro: 

Increases in VAT rates (from 4.5%, 9% and 19% to 5%, 10% and 21% respectively) with a fiscal 
impact of 0.54% of GDP or 1.3 billion Euro. 

Increases in excise taxes (additional to those recently voted in Parliament) with a fiscal impact of 
0.46% of GDP or 1.1 billion Euro, through: 

• 0.08 euro increase in petrol excise tax and 0.03 euro increase in diesel fuel; 
• 2 percentage points increase (from 63% to 65%) in cigarette excise tax and 20% increase in 

alcohol tax; 
• Introduction of an excise tax for electricity (2.5 Euro/MWh for industrial consumption and 5 

Euro/MWh for household consumption – excluding electricity produced by renewable energy 
resources) and abolition of the excise tax exemption for diesel used by the Public Power 
Corporation; 

• Increase in the excise tax for luxury goods (cars, yachts, etc). 

On the expenditure side, the package includes measures amounting to up to 1% of GDP or 
2.4 billion Euro:  

Reductions in public sector nominal wages and pensions (additional to the wage cutbacks already 
announced) with a fiscal impact of 0.7% of GDP or 1.7 billion Euro through: 

• 60% reduction of the 14th salary; 
• 2% reduction in wage supplements (additional to the 10% already announced); 
• 7% reduction in the wages and 60% reduction of the 14th salary in public sector companies; 
• Reduction in the pensions of the Public Power Corporation and OTE (telecoms) pension funds 

leading to a reduction in the relevant budget allocations; 
• Freeze on all public and private sector pensions, cancelling out the announced increases 

incorporated in the budget and leading to savings in budgetary allocations. 

Reductions in current and capital expenditures in the public sector, with a fiscal impact of 0.3% or 0.7 
billion Euro through: 

• Reduction in the Public Investment Programme (500 million Euro);  
• Reduction in the education expenditure (100 million Euro from the Public Investment 

Programme and 100 million Euro from the cancellation of the provisions for new education 
programmes). 

The whole package is accompanied by measures that highlight the Government’s determination to 
restore and safeguard social justice as well as ensure a fairer distribution of income. The bill has 
already been tabled to the Greek Parliament in accordance with the emergency procedure foreseen in 
the Greek Constitution and will be followed by a number of structural interventions, such as the 
adoption of a new bill on the reform of the tax system, the implementation of tax collection 
mechanisms and the fight against tax evasion. 




