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Dear Mr President, 

 

On behalf of the Federal Government, I hereby reply to the aforementioned Minor Interpellation as follows: 

1. What are the effects on Greek domestic demand of the economic adjustment measures implemented in 

Greece under the first economic governance package for Greece and the economic adjustment 

measures tied to EFSF loans in the Memorandums of Understanding? 

2. What effects on Greek domestic demand does the Federal Government expect from the measures 

envisaged in the medium-term budgetary strategy for the period up to 2016?  

3. How much of the overall 22.2% shrinkage of the Greek economy which the Federal Ministry of Finance 

expects to occur in the period from 2010 to 2013 is ascribable to the economic adjustment measures 

implemented in Greece under the first economic governance package for Greece and the economic 

adjustment measures tied to EFSF loans in the Memorandums of Understanding? 

Questions 1 to 3 may be answered collectively as follows: 

The economic adjustment programme for Greece is partly designed to support the Greek domestic market. 

Before the first adjustment programme began in the spring of 2010, Greece had recorded an exorbitantly 

high nominal deficit amounting to 15.6% of GDP, and government debt was running at 129.7% of GDP. 

Greece could no longer obtain sufficient funding in the market. Without the bilateral financial assistance 

organised jointly by Europe and the International Monetary Fund, Greece would have faced the threat of 

insolvency. The adverse effects of Greek insolvency would have hit domestic demand too. The Federal 

Ministry of Finance believes that insolvency would have been followed by a total collapse of the Greek 

economy.  

Financial assistance is underpinning the unavoidable adjustment process within the Greek economy and 

cushioning its adverse effects. There are tight strings attached in order to ensure that Greece initiates and 

actually implements the fiscal and structural measures that are needed to restore its creditworthiness.  

Federal Ministry 
of Finance 
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There is no evidence of the adjustment measures having directly affected Greek domestic demand or the 

incomes of the Greek population. The new Troika review report of December 2012 notes that the budgetary 

measures required to restore the Greek budget to a sustainable level have been conducive to a contraction of 

domestic demand. Against this backdrop, household consumption is predicted to fall by 7.7% in 2012 and 

by 6.9% in 2013, while a 10% decrease in imports is forecast for 2012, followed by a 6% drop in 2013. In 

view of the expected reduction of wage and salary costs in the public sector, consumption expenditure by 

government is also likely to fall sharply, the predicted figures being 6.2% in 2012 and 7.2% in 2013. 

Investments and purchases of consumer durables will be limited by the high degree of economic uncertainty 

and the tight credit situation.  

Details of the contribution of domestic demand to gross domestic product (GDP) are set out in the following 

table. The measures of the medium-term budgetary strategy for the period up to 2016 have been taken into 

account.  

Final domestic demand contribution to real GDP (2011-2016) 

 2011 2012 2013 2014 2015 2016 

Real GDP (growth rate) -7.1 -6.0 -4.2 0.6 2.9 3.7 

Final domestic demand contribution* -10.1 -9.0 -6.7 -0.8 1.8 3.0 

Net trade contribution 2.4 3.3 2.5 1.5 1.1 0.8 

Compensation of employees, private sector 

per head 

 

0.4 

 

-4.0 

 

-9.7 

  

-10.6 

 

1.9 

 

2.2 
Source: European Commission Review Report of December 2012 

 * Excluding change in inventories and net acquisition of valuables       

An indication of the contribution of the economic adjustment measures to the negative growth in GDP is 

provided by the cyclically adjusted primary balance. The change in the cyclically adjusted primary balance 

in the period from 2009 to 2013 from what was initially a very high negative balance to a clearly positive 

balance illustrates the short-term restrictive impact of budgetary consolidation on the Greek national 

economy. The consolidation measures, however, serve to restore Greece’s creditworthiness and thus to 

ensure the sustainability of economic and budgetary growth. The restoration of sustainability is the basis for 

restoring confidence in the longer-term prospects of the Greek economy, which is also a crucial condition 

for the recovery of domestic demand.  

Figures in % of GDP 2009 2010 2011 2012 2013 

Cyclically adjusted primary balance, 

general government 

-9.8 -2.6 2.0 4.2 6.2 

Source: European Commission Autumn Forecast, November 2012 

4. What effects on tax revenue does the Federal Government expect in each of the years from 2010 to 2016 

from the economic adjustment measures implemented in Greece under the first economic governance 

package for Greece and the economic adjustment measures tied to EFSF loans in the Memorandums of 

Understanding? 

The volumes of tax revenue that are expected to accrue to the Greek national budget in the period up to 2016 

are set out in the table below. It shows that tax revenue in Greece is expected to fall sharply in 2013 in the 

wake of the deep recession. This is one of the main reasons why Greece has been given two more years to 

consolidate its budget than had originally been envisaged.     

Figures in €bn 2010 2011 2012 2013 2014 2015 2016 

Tax revenue 44.8 44.6 44.8 41.3 42.0 42.8 45.0 

   Source: European Commission Review Report of December 2012 

 

By the end of the year, Greece is to initiate tax reforms. The reforms will impact on the revenue side and 

deliver additional net receipts of almost one billion euros within two years. The aims of the reforms are to 

broaden the basis of assessment and consequently spread the taxation burden more fairly. These fiscal 

reforms focus on a new taxation system for self-employed persons in which there will no longer be any 
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provision for a tax-exempt income threshold, while companies will pay an increased rate of tax on corporate 

profits and a reduced rate on distributed dividends. The high incidence of tax evasion is to be reduced. The 

reforms also entail the abolition of special fiscal regimes and tax concessions with a view to ensuring that 

the tax burden is more widely distributed. The reformed system will preserve progressive taxation and avoid 

any increase in the effective taxation of low and middle-level incomes. The medium-term fiscal strategy also 

includes important measures for the harmonisation of duty on vehicle fuel and of the provisions governing 

the welfare contributions of all employee categories. The Government has also pledged not to grant any 

more tax amnesties.  

The abolition of tax concessions for self-employed persons is expected to generate considerably more 

revenue, because more than half of all self-employed persons declare incomes below the taxation threshold 

of €5,000 a year. The tax reforms are to take effect in January 2013.            

5. To the knowledge of the Federal Government, how has the rising unemployment caused by the recession 

affected Greek expenditure on unemployment benefits since 2010?  

 How does the Federal Government believe that such expenditure would have developed in the absence 

of the economic adjustment measures? 

The data currently provided by Eurostat, the Statistical Office of the European Union, only goes up to 2010. 

The figures for the years 2011 and 2012 are based on information from the European Commission.    

Figures in €m. 2006 2007 2008 2009 2010 2011 2012 

Expenditure on unemployment 

benefits 
805 759 1,104 1,615 1,614 2,151 1,741 

Source Eurostat Eurostat Eurostat Eurostat Eurostat 
COM 

info. 

COM 

info. 

If there had been no economic adjustment measures in this domain in Greece, the threat of insolvency facing 

the country would probably have become impossible to avert. In such a scenario, a far higher level of 

unemployment would have been likely, and unemployment benefits could no longer have been funded. 

6. To the knowledge of the Federal Government, what percentage (a) of the Greek population and (b) of 

the Greek workforce were employed in the public sector in 2009? 

What does the Federal Government expect these percentages to be in 2016 after the implementation of 

all the economic adjustment measures that have been carried out or are in the pipeline, including the 

shedding of 150,000 jobs in the public sector? 

What are the corresponding percentages (a) for Germany, (b) for the eurozone and (c) for the EU? 

At the start of the economic adjustment programme, personnel expenditure in the public service in Greece, 

at 13.4% of GDP, considerably exceeded the eurozone average of 11.0% of GDP. 

With regard to the percentage of the population in the public sector, the following tables list comparable data 

from the Eurostat Labour Force Survey (LFS) for the 27-member EU, the eurozone, Germany and Greece. 

The public service is covered by sectors O (Public administration and defence; compulsory social security) 

and P (Education). The workforce in these sectors is shown as a percentage of the whole population and then 

as a percentage of employed persons aged 15 to 64. Because of demarcation and recording problems, 

however, the validity of the statistics is limited. 

Public employees aged 15-64 as a percentage of the total population 

Sector Country/region 2008 2009 2010 2011 

O – Public administration and 

defence; compulsory social 

security 

European Union  

(27 countries) 
3.2 3.2 3.1 3.1 

Eurozone (17 countries) 3.3 3.3 3.3 3.2 

Germany 3.4 3.4 3.5 3.4 

Greece 3.5 3.4 3.4 3.3 

P - Education 
European Union  

(27 countries) 
3.1 3.2 3.2 3.2 
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Eurozone (17 countries) 2.9 2.9 2.9 2.9 

Germany 2.9 2.9 2.9 3.0 

Greece 3.0 3.0 2.9 2.8 

 

Public employees aged 15-64 as a percentage of all employed persons aged 15-64 

Sector Country/region 2008 2009 2010 2011 

O – Public administration and 

defence; compulsory social 

security 

European Union  

(27 countries) 
7.1 7.3 7.3 7.2 

Eurozone (17 countries) 7.5 7.6 7.7 7.6 

Germany 7.3 7.3 7.3 7.1 

Greece 8.4 8.5 8.6 8.9 

P - Education 

European Union  

(27 countries) 
7.0 7.3 7.4 7.4 

Eurozone (17 countries) 6.6 6.7 6.8 6.8 

Germany 6.1 6.2 6.2 6.3 

Greece 7.1 7.3 7.4 7.6 
 

Federal Statistical Office, i-Punkt Berlin, European Data Service 

Retrieved on 17 December 2012; data from Eurostat and calculations 

The Federal Ministry of Finance does not possess a forecast of the percentage of the Greek population and 

of the Greek workforce that will be employed in the public sector in 2016. The basic rule until the end of 

2016 is that there may only be one new recruit for every five persons who leave the public service. 

7. (a) How does the Federal Government explain that the official unemployment rate had already risen to 

about 25% in 2012 after the Federal Government, in its reply of 25 June 2010 to a Minor 

Interpellation from The Left Party, had assumed that the Greek unemployment rate would peak at 

almost 15% in 2015 before declining again, and how does it justify the high social cost of the 

economic adjustment programme resulting from this far higher level of unemployment? 

    (b) In the view of the Federal Government, can the youth employment guarantee demanded by the 

European Commission be reconciled with the economic adjustment programme for Greece, and is it 

a realistic aim? 

 (c) For which direct job-creation measures in Greece is the Federal Government pressing? 

 (d) In this context, does the Federal Government support the call made by the European Trade Union 

Confederation for one per cent of European GDP to be put into a European investment programme? 

Please give reasons. 

In its answer of 25 June 2010 to the Minor Interpellation from The Left Party, the Federal Government 

referred to the assumptions underlying the first economic adjustment programme agreed with Greece. For 

the background to the revision of the macroeconomic forecasts, please see the Federal Government’s reply 

to question 9 below. 

On 5 December 2012, the European Commission adopted a package for the promotion of youth 

employment. In the framework of that package, the Commission made a specific proposal for a Council 

recommendation on the introduction of what it called ‘Youth Guarantees’ in the Member States. The 

proposal was that a recommendation be made to Member States that they take steps to ensure that all young 

people below the age of 25 receive a quality offer of a job, continued education, an apprenticeship or a 

traineeship within four months of leaving formal education or becoming unemployed. Deliberations among 

the Member States on the Commission’s proposal are still at a very early stage. It should be pointed out, 

however, that the implementation of the scheme is to be adapted to the prevailing conditions in each 

country. In its proposal for a recommendation, the Commission highlights the importance of the financial 

instruments of cohesion policy, particularly the European Social Fund (ESF), in cases where the Youth 

Guarantee is introduced in countries with high unemployment where there are problems with the 
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sustainability of public finances. In the accompanying document, the Commission gives practical examples 

of ways in which the Youth Guarantee scheme could be implemented in Greece, with the use of the ESF 

featuring very prominently. Against this background, the Federal Government assumes that the scheme can, 

in principle, be implemented in all Member States in a way that matches each member’s national 

circumstances. 

The Federal Government has been pressing for the continuation of the Greek economic adjustment 

programme and has approved the disbursement of another tranche of €49.1 bn. The main objective of the 

programme is to carry out structural reforms which will make Greece more competitive. In the opinion of 

the Federal Government, making Greece more competitive will contribute significantly to the creation of 

new jobs and the safeguarding of existing jobs in that country.  

As a matter of principle, the Federal Government supports all efforts to secure investments that will make 

Greece more competitive. However, it rejects the creation of a European investment programme over and 

above the existing funding sources such as the ERDF.  

The Federal Government supports the continuing engagement of the European Investment Bank (EIB) in 

Greece. The Federal Government also supports the Greek Government’s efforts to create its own Institution 

for Growth (IfG), a development bank that could significantly stimulate investment activity in Greece.   

8. What effects does the Federal Government expect the economic adjustment measures that have been 

carried out or are in the pipeline to have in the period from 2010 to 2016: 

(d) on the percentage of the population at risk of poverty, 

(e) on the poverty-risk threshold, and 

(f) on income distribution in Greece? 

The European Commission’s Review Report of December 2012 also deals with the potential social 

consequences of the economic adjustment programme. According to the report, the relative (standard) 

poverty rate has fallen slightly, whereas the absolute (fixed) poverty rate has risen. 

The Commission bases its measurement of the poverty rate on the percentage of the population with an 

income below 60% of the median disposable income at a particular point in time. As a consequence of the 

deep economic recession, overall income levels in Greece have fallen. The lower curve in Figure 1 below, 

representing the standard poverty rate, shows that general relative poverty among the population has 

remained virtually unchanged over time, which is a result of the gradual introduction of pension reforms. 

Among pensioners, the rate has actually dipped slightly. 

The fixed poverty rate is based on the percentage of people whose real earnings in a given year are less than 

60% of the median income. The upper line in Figure 1, representing the fixed poverty rate, shows the 

percentage of people in that category in relation to the general income situation in 2009. On the basis of that 

standard, a sharp increase in poverty is observable between 2009 and 2011.  

The slight dip in the standard poverty rate suggests that the income spread in Greece has narrowed.  

Figure 1: Development of the standard and fixed poverty rates in Greece 
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  Source: European Commission Review Report of December 2012                              

9. (a) In the view of the Federal Government, what are the reasons for the regular misreading of the Greek 

economy by the EU and the International Monetary Fund (IMF), whose predictions of economic 

trends in Greece in terms of economic growth, the debt-to-GDP ratio and unemployment have been 

consistently overoptimistic ever since the introduction of the first economic adjustment programme 

and have required repeated downward adjustment? 

 (b) What conclusions does the Federal Government draw from these regular overoptimistic forecasts for 

forthcoming measures that the Federal Government believes should be imposed on Greece so that 

the crisis can be overcome? 

Questions 9(a) and (b) are answered together as follows: 

In the view of the Federal Government, one highly significant factor in the revised estimations of Greek 

economic trends has been Greece’s failure to implement the adjustment programme as agreed. Immediately 

after the introduction of the second economic adjustment programme of March 2012, its implementation 

was considerably delayed by the decision to hold parliamentary elections. It was uncertain whether the 

adjustment programme would be continued after the elections. The delay was further lengthened when it 

proved impossible to form a government after the elections in May 2012 and the nation had to go back to the 

polls in June. This internal political factor and the great uncertainty about political support for the 

programme also prevented the recovery of investment and export activity. The ailing global economy also 

had a detrimental effect on exports of Greek products and services. The slump in household consumption 

and investments was exacerbated by the combined effects of the delay in implementing the programme as 

well as in the corresponding disbursements and of deteriorating credit conditions in the banking sector 

caused by a considerable flight of capital, which then made it difficult for the private sector to access loans. 

In the framework of the negotiations leading to the conclusion of the second economic adjustment 

programme, the Federal Government pressed successfully for the improvement of surveillance mechanisms 

in the programme with a view to more effective avoidance of deviations from the programme. Foremost 

among these mechanisms are measures to ensure compliance with budgetary targets. Core elements of these 

measures are an extension of national budgetary provisions to align them with the EU Fiscal Compact, 

improvements in the drafting and execution of budgets, measures to improve the implementation of the 

budget and to optimise public accounting, corrective and sanctioning mechanisms for central government to 

apply to local authorities and state enterprises and automatic expenditure cuts for having missed budgetary 

targets for reasons other than cyclical factors. In addition, further payments from the agreed tranche will be 

made in the first quarter of 2013 only after the attainment of milestones identified by the Troika on the basis 

of the Memorandum of Understanding.  

Against the backdrop of the considerably bleaker economic scenario and the accompanying deterioration in 

the forecasts regarding Greece’s public finances, the Eurogroup agreed at the beginning of December that 

Greece was to be given more time for its adjustment process. The target date for the achievement of a 

primary surplus of 4.5% of GDP was put back from 2014 to 2016. The Federal Government consented to 

that decision. 

10. How does the Federal Government assess the development to date of the privatisations to which Greece 

committed itself in the Memorandum of Understanding?  

 (e) What were the expected and the actual amounts of revenue accruing from the individual 

privatisations that have already been implemented within this framework? 

 (f) To the knowledge of the Federal Government, to what extent have German companies been 

involved in the privatisations within the MoU framework as purchasers? 

 In the view of the Federal Government, the privatisation record has so far been disappointing. This has been 

due in part to the political certainties surrounding the two general elections in 2012 and to the worsening 
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macroeconomic climate. The amounts of expected and actual revenue from privatisations are set out in the 

following table: 

Development of revenue from privatisations (planned values in €bn) 

Cumulative totals: Adjusted targets 

after first review 

Targets of 2nd 

programme 

October 2011 

targets 

Original targets 

End of 2012 0.1 5.2 11.0 15.0 

End of 2013 2.6 9.2 20.0 22.0 

End of 2014 4.5 14.0 35.0 35.0 

End of 2015 6.5 19.0 50.0 50.0 

End of 2016 8.5 24.0   
Source: European Commission Review Report of December 2012                               

According to the information available to the Federal Government, German companies have not yet been 

involved in privatisations as purchasers. Deutsche Telekom has, however, topped up its stake in the Greek 

telephone company OTE by 10%.  

11. To the knowledge of the Federal Government, how much capital has been withdrawn from Greece since 

2007, and what impact is this process having on the Greek economy? 

 (a) For what measures to stem the flight of capital has the Federal Government been pressing in the 

negotiations on crisis-management measures in Greece? 

 (b) What is the Federal Government’s valuation of Greek millionaires’ private financial assets that are 

held in foreign bank accounts? 

 (c) To the knowledge of the Federal Government, what measures have been taken in Greece since the 

start of the crisis to combat tax avoidance and tax evasion? 

  What other measures are planned? 

  What measures does the Federal Government consider advisable? 

 (d) For what measures has the Federal Government been pressing in the negotiations on crisis-

management measures in Greece to make Greek millionaires help to defray the cost of the crisis, 

for example by means of a property levy or property tax? 

According to information from the Bank of Greece, the deposits of private businesses and households in 

Greek banks rose from 2007 to the end of 2009, when they reached a volume of almost €240 bn. Since the 

beginning of 2010 there has been a steady decline in the volume of deposits, which bottomed out at €153 bn 

in August 2012. A slight increase was observable again in September and October 2012. 

Development of the deposits of private enterprises and households in Greek banks 

Figures in €bn 

 
   Source: Bank of Greece 
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Free movement of capital is one of the fundamental freedoms in the European Union. The rules governing 

free movement of capital, enshrined in Article 63 TFEU, cover the transfer of financial and real capital, 

including transfers for investment purposes. 

The purpose of these rules is to facilitate the achievement of the long-term EU goal of a single financial 

area. 

The Federal Government has no knowledge of Greek millionaires’ private financial assets that are held in 

foreign bank accounts. 

One of the main points of emphasis in the Memorandum of Understanding that was updated in 

December 2002 is the reform of the tax administration. A reform programme is focusing particularly on 

remedying weaknesses in the existing system, and further support is to be given to the efforts to combat tax 

evasion and corruption. Negotiations are currently taking place between Greece and Switzerland on a tax 

treaty, which would provide for the regularisation of assets deposited in Swiss bank accounts in the past by 

Greek taxpayers and for a withholding tax on future capital gains. The treaty would also improve market 

access for Greek service providers in Switzerland and vice versa.   

The Federal Government supports the reform of the tax administration for the purpose of ensuring more 

effective and hence fairer tax collection. 

12. In view of the fraught situation in the Greek health system and the decline in economic output, does the 

Federal Government still believe that the capping of government health spending at 6% of GDP agreed 

in a Memorandum of Understanding is justifiable and advisable? 

The capping of public health expenditure agreed in the Memorandum of Understanding is part of a package 

of measures designed to lower public spending in view of the precarious budgetary situation in Greece. The 

aim is to ensure that public finances are put on a sound footing once more. In consultation with the Greek 

Government, the Troika assessed the capping level for health expenditure in the light of the objectives of 

preserving public access to health services and improving those services.  

 

 

Yours sincerely, 
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