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SHOULD GREECE ADMIT FINANCIAL DEFEAT, DUMP 
€URO AND RESTORE THE “DRACHMA CURRENCY”?

The old Greek drachma,   Greeks protest Austerity Measures in Athens

Socrates Prison by Acropolis, Greeks Financial Prison in IMF

To understand Greece, the Greek mentality and their social, political, economic and financial situation one may have 
to take a “brief trip” back to their +/- 2,000 BC history!

This is the time when Indo-European invaders came to Greece bringing along the use of Bronze, the potter’s wheel 
and the Greek language! By the year 900 BC the Greeks began trading with West Asia and Egypt and learned also 
the alphabet from the Phoenicians! Started to form city states and to experiment with different types of Government 
systems such as oligarchies and tyrannies! 

It was around 510 BC when an Athenian “aristocrat” Cleisthenes introduced the world’s 1st new type of a 
Government system based on the principles of “Democracy”,  but in 490 BC, when the Persians attacked Athens,  
and after many discussions and different opinions on how the Greeks should deal with the Persians, the Athenians 
thought that it would be better to go back to the old system of government, the “oligarchy”, because Democracy 
could not work well as it would take too long to take decisions and implement actions! The events and differences 
between the two great powers of Athens and Sparta that led to the “Great Peloponnesian War” in 431-404 BC, as 
described by the finest Greek historian Thucydides, is another example of why Greece and the Greek people were in 
many instances, through their ancient and modern history, divided in political, social and economic ideology!

When Athens, after many years of war with Sparta, broke their 30 years truce treaty in 445 BC by aligning its self 
with Corcyra, a strategically important colony of Corinth, Sparta accused Athens of aggression, hostilities began in 
433 BC and Sparta threatened to go to war with Athens. On the advice of Pericles, Athens most influential leader, 
Athens refused to back down, diplomatic efforts to resolve the dispute failed and finally in 431 Thebes, a Spartan 
ally, attacked the Athenian ally Plataea and the war began! This “Great and long Peloponnesian War” ended in 405 
BC when the Athenian Navy was destroyed by the Spartan fleet under a Greek Military and Political leader who 
received much help from the Persians! Athens defeat was the worst in a war that crippled the “Greek Military 
Strength” and the most culturally advanced Greek State, Athens, was brought into its final eclipse!

After the “Peloponnesian War” Greece was very weak and in 336BC Greece became part of Philip of Macedon’s 
empire until the death of Alexander the Great in 323 BC. Greece was never strong enough to form her own Empire 
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and in 146 BC became part of the Roman Empire. After the collapse of the Roman Empire in 476 AD Greece 
continued to be part of the Byzantine Empire and in 1453 AD it became part of the Ottoman Empire until got its 
independence in 1821!

Greek history continues after 1821 with more interesting experimentations in Government political systems where 
we see the rise of several dictators and dictatorships!

Greece’s first dictator, for the period 1828-1831, Ioannis Kapodistrias, was assassinated in Nafplion.
Greece’s 1st Monarch, Othonas, for the period 1833-1863, fled to Germany in 1863 and the Greek Prime Minister 
Theodoros Deligiannis, for the period 1895-1905, was assassinated outside the Greek Parliament in 1905.  Eleftherios 
Venizelos, the four time premier for the period 1908-1932 sentenced to death and fled to Paris where he died. General 
Nikolaos Plastiras governs Greece for the period 1922-1923/1933-1935, Theodoros Pagalos governs Greece for the period 

1925-1926, Georgios Kondilis who began his career as a soldier and unilaterally declared himself “Vice King” governs 
Greece for the period 1925-1926, Ioannis Metaxas dictataor, governs Greece for the period 1936-1941, Dictator Aleksandros 
Korizis commits suicide, General Georgios Tsolakoglou dictator for the period 1941-1942 sentenced to death in 1945 as 
traitor and Ioannis Rallis governed Greece for the period 1943-1944.

The period 1943-1949 is the period of the Greek Civil War (Εμφυλιος πολεμος)

This civil war was fought between the Greek government army, backed by England and USA, and the democratic 
army of Greece, the military branch of the Greek communist party (KKE), backed by Bulgaria, Yugoslavia and 
Albania. This civil war was the result of a highly polarized political struggle for power between the leftists and the 
rightists which started in 1943 and targeted the political power vacuum that the German-Italian occupation had 
created up to the end of the 2nd World War.

The final victory of the western supported government forces led Greece to become member of NATO and left 
Greece also with a vehemently anti-communist security establishment which led the way for another dictatorship 
imposed in 1967 by a military junta led by brigadier Patakos and colonel Papadopoulos. Dictators Patakos and 
Papadopoulos and their team of colonels governed Greece for the period 1967-1973. Dictator Dimitrios Ioannidis 
governed Greece for the period 1973-1974. The years following 1974 up to date, (where Greece finds its self in a chaotic 
financial situation within the Euro zone) have been dominated by the two most influential Greek political parties.
PASOK and “Nea Dimocratia” and their respective political leaders namely:

Andreas Papandreou: Premier 1981-1989, 1993-1996, president PASOK 1974-1996
George Papandreou: (Andreas’s son) Current Prime Minister since 2009  
Konstantinos Karamanlis: Several times premier for the period 1955-1985 and president of the Greek Republic for the 
years 1980-1985 & 1990-1995) 
Konstantionos Karamanlis (nephew of President Karamanlis):  Premier 2004-2009) 
Konstantionos Mitsotakis: Premier 1990-1993, president of Nea Dimocratia 1984-1993
In the elections of October 2009 PASOK defeated Nea Dimocratia.

52.63% of the 9,995,992 Greek electoral, voted and sent the following political parties along with their respective 
leaders to the Greek Parliament: 

PASOK and its leader (the current Prime Minister) George Papandreou: 154 seats.
Nea Dimocratia and its leader Antonios Samaras, leader of the official opposition: 85 seats
KKE communist party and its leader Aleka Papariga: 21 seats
Popular Orthodox Rally (LAOS) and its leader Georgios Karatzaferis: 15 seats
Radical Left (SYRIZA) and its leader Alexis Tsipras: 9 seats 
Democratic Alliance and its leader Dora Bakoyianni (daughter of Konstantinos Mitsotakis): 4 seats
Panhellenic Citizen Chariot and its leader Yiannis Dimaras: 2 seats
Independent: 6 seats.
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Greece’s brief profile:

Location: Southeast end of Europe, the southernmost country of the Balkan Peninsula. It borders with Albania, 

FYROM, and Bulgaria in the north, borders with Turkey and the Aegean Sea in the east and it is surrounded by the 

Mediterranean Sea in the south and west. 23% of the land is arable. Soils: Mostly rocky & dry.

Total area (including 400 islands which occupy 1/5 of the total territory): 131,957 KM2

Environment: Heavy air pollution from cars, smog and industrial pollution.

Greece is divided into 13 political regions since 1987. 

Population: 11,262,000 million approx. Greeks. 7% of the population include unaudited immigrants and economic 

workers. The majority of immigrants are Albanians. Language: Greek. Religion: Greek Orthodox.

Age distribution: 14.3% (0-14 yrs), 66.6% (15-64 yrs), 19.1% (65 and over).

Population growth: 0.146%, Birth: 9.54/1000, Death: 10.42/1000, life: 79.52 years.

Education: 15% of population holds university degrees.

Economy: Greek economy is a developed economy with a public sector accounting for 40% of the GDP, a service 

sector which includes tourism accounting for 75% of the GDP, an industry sector accounting for 20% of the GDP                                               

and Agriculture accounting for 4% of the GDP. Shipping accounts for 4.5% of the GDP

Labour force: 4.95 million distributed as follows: 68% services, 20% industry, 12% Agriculture.                                                                                                                                                                                   

Economic indicators (2010)

GDP: €+/- 250 Billion, GDP growth:-0.064%. Inflation: 1.7%%, Unemployment: 10.5% (+/-16% in 2011)

Exports: (Foods, manufacturing goods, petroleum products, chemicals, textiles)

Imports: (machinery, transport equipment, fuels, and chemicals)

National Debt: 127% of GDP in 2009, 143% of GDP in 2010, +/- €340 bn in 2011 (projected to 160% of GDP by 2012)

VAT (Value Added Tax): 23%

Retirement age: 58-65 will average to 63rd year for men & women by year 2015. 
(Statistical Info source: Eurostat)

Greece’s current financial crisis:

In 2001 under a PASOK Government and its Prime Minister Kostas Simitis, Greece reached the 4 pillars of the 1993 

Maastricht Treaty criteria (please see note below) and obtained entry in the European Community, adopted the euro 

currency and in 2002 abolished its drachma currency. 

Note: The Maastricht Treaty:

Drafted in 1991 by the European Council, signed in 1992 by the members of EU who created a single currency, the €uro, in1993. The creation of 

a 4 pillars system by the member states was to extend the European Economic Community to the areas of foreign policy, military, criminal justice 

and judicial co-operation. The 4 main criteria are based in the fulfilment of the following conditions for a country to become a member in the EU: 

1. Inflation rate: To be no more than 1.5% higher than the average of the 3 best performing (lowest inflation) EU member states.

2. A) Annual Government Deficit:

The ratio of the annual Government deficit to Gross Domestic Product (GDP): Not to exceed 3% at the end of the preceding fiscal 

year. If not, it is at least required to reach a level close to 3%
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B) Government Debt:

The ratio of Gross Government Debt (GGD) to (GDB) not to exceed 60% at the end of the preceding fiscal year.

Even if the target cannot be achieved, due to specific conditions, this ratio must be sufficiently diminished and approach the reference 

value at a satisfactory pace. (As of the end of 2010, only Poland and Czech Republic have met this target!)

3. Exchange rate:

Applicant countries must join the exchange rate mechanism, under the European Monetary System (EMS) for 2 consecutive years and 

not devalued its currency during that period.

4. Interest rate:

The nominal long term interest rate must not be more than 2% higher than the 3 lowest inflation EU member states.

 The purpose of setting these criteria was to maintain the price stability within the Euro zone even with the infusion of new member states.

On a recent EU “Banks fail stress test” in July 2011 on 90 top lenders from 21 countries, 8 banks failed the test:

Five in Spain, two in Greece and one in Austria! These failed banks had a combined capital shortfall of €2.5 bn which must be 

resolved by year’s end! Another 16 banks were close to failing the test!

 The European Banking Authority acknowledged that such a test does not account for the possibility of:

I. A default by Greece, Portugal, Ireland & Spain 

II. The danger facing German and French banks that lent heavily to those countries,

III. What role the lending banks should play in a second bailout for Greece.

Greece recently, July/11, got an extra €109 bn on top of last year’s €110bn rescue loan to stay afloat until 2014!

This brings the total bail, so far, to €219 bn out of a total sovereign debt of €340 bn, more than half which is held by French (€65 

bn), German (€40 bn), British (€19 bn), ECB (European Central Bank €49 bn) banks!

Tiny Cyprus may soon be in trouble due to its Banks lending money to Greece.

Investors and Int’l money markets and EU worry if, Greece’s terminally ill economy and the tough austerity measures the 

PASOK Government (defeated “Nea Dimocratia” in October’s 2009 elections) agreed with IMF to introduce in 2010 to its 

citizens as collateral for obtaining the “bail out” money, will bring about the necessary reforms and gains Greece needs now more 

than ever before to recover from such a chronic and chaotic financial situation as a result of some of the following reasons:

 A bloated and militant public service sector and its representative unions.

 Frequent General strikes, from workers, public and private employees and students.

 Endemic corruption, favouritism and the crippling bureaucracy in operating and setting up business.

 Inability of the tax system to collect “unpaid and forgiven taxes” from the “rich and famous”.

 Lack of a strategy and a stimulus plan to encourage and attract new investment in Greece.

 Poor management, operations and performance of the Government’s owned Commercial, industrial

and residential Real Estate portfolio.

 Inability of the present and past Greek Governments and un willingness of the Greek Orthodox Church to

negotiate with the Government a formula for taxing church property, revenue and the “wealth of the 

autonomous monastic life” on Greece’s Mount Athos.

 Loss of trust the Greeks have on their politicians who fraudulently manipulated the “accounting books” of 

debt ratios and other economic indicators and supplied EUROSTAT with inflated information.
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At the very end it is the “Orthodox Greeks” that are left alone to fight for “survival” and to help bail out Greece with their cut 

salaries, trimmed pensions and tax increases, while the “rich and famous Greeks” are almost immune from evading taxes or they 

pay very little tax. Greeks feel that had enough with the Greek politicians who for the last 50 years at least, have mismanaged the 

State’s political, economic, financial and social affairs! 

Greece’s downgraded Government bonds took another three notches slide by Moody’s and Fitch on July 25/11, following the 

new bail out of €109 billion on 21 July/11. This further downgrade constitutes a bond rating rate as having substantial risks with 

an imminent default! The worse rating in the Euro zone!

Should then Greece admit defeat, dump the €uro and revert to Drachma?

For Greece the idea may sound attractive! In a currency union, no country can devalue its way back to prosperity!

Stuck in the Euro zone’s common currency, Greece under current circumstances faces many years of spending 

reductions and tax increases that will crush wages and boost unemployment in order to balance the budget. 

This in effect amounts to an “internal devaluation”. 

A devalued Drachma would allow Greece to avoid this pain. The tourist industry will boom and exports will rise.

However, if the Drachma was to fall to 50% of the euro’s value (reasonable assumption) the value of its euro dominated debt 

would automatically double. The Greek banks could not be funded and depositors would drain their bank accounts. If Ireland and 

Portugal were to do the same the value of the rump euro would soar, killing Germany’s exports. 

This debt crisis has pushed down the value of the euro, triggering the strongest export boom Germany has seen and ending its 

recession with a remarkable speed.

Re launching the drachma would instantly eliminate any pressure to reform the Greek economy. 

While devaluation may bring a temporary relief, it will eventually create a shabby economic performance for many decades!

The euro has given Greece a one-time only opportunity to get its fiscal house in order, reform its economy, shrink its bloated 

bureaucracy and become competitive. Greece has a lot to offer by developing further the tourism and shipping industry and 

emerge as an important player in green and renewal energy in the region.

Is Greece’s financial problem also Europe’s problem?

Actually, Greece’s current economic crisis, with its public debt projected to reach 160% of GDP by 2012, is a reflection of 

Argentina’s political and economic collapse in the period 1999-2002 when president Fernando de la Rua took power in 

December 1999, promising to save the economy, which was in recession since 1997, to end corruption after 10 years rule of 

Peronist president Carlos Menem and fears that Argentina will default on its £90 bn public debt and the Peso may need to be 

devalued. In 2000 Argentina announces £649 million spending cuts and receives also a £28 bn aid package secured by IMF and 

in 2001 the peso is tied to a 50-50 average of the euro and the $ US.

Another point in case is the economic situation of Ecuador in 2006. The IMF and the World Bank demanded the Ecuador’s oil 

revenues to be devoted to debt service but the Ecuadorian president Correa reacted to the huge public debt with a series of actions 

as its first objective was the protection of the rights of the Ecuadorian people and decided that only 20% of the annual oil budget 

should be devoted to debt service instead of IMF’s 50% demand on debt payment.

Saving €uro requires Europe to focus on a broader solution i.e.: establishing a stability fund to help those in debt, in order to 

bolster the Euro zone rather than addressing EU member states financial issues country by country. 
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In the case of Greece, while it may difficult under the present circumstances, it may not be impossible if Greece manages to put 

its “house in financial order” and the Greek Government, its politicians, the Greek people and their unions realize also that they 

all have to work together, accept certain “democratic” economic austerity measures and also apply the full force of the Greek 

laws to those corrupt individuals, politicians and corporations who stole from the country’s coffers huge amounts of money over 

the years to benefit the “wealthy minority!” Liberalizing also protected professions and opening up sectors such as pharmacies, 

tourism, legal and engineering professions etc, cutting Government spending, reform the tax collection system, increase tax on 

the wealthy Greeks and wealthy corporations, collect unpaid taxes especially from those who evaded and never paid any or paid 

very little tax and creating also the right conditions and tax reforms for business  to encouraging investment may help Greece 

come out more healthy from this chronic financial situation.  

Remember what they say?

“Greeks are rich but........ Greece is poor?”  

Just think of the taxi owner’s business mentality! 

“Taxi owners on strike since 18 July/11, protest in Athens in front of the parliament, against Government’s plans to open up their 

sector to competition by issuing licenses for a small fee”

 This plan would end the taxi owners past practice to sell their license to new owners for many thousands of €uro.

Demonstration in Athens by taxi owners

Greeks demonstrate in front of the Parliament.
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Greeks demonstrate in front of the Parliament.

Greeks demonstrate in front of the Parliament.

New archaeological findings by Acropolis may stimulate the tourism industry in Greece.

“Flisvos Marina” in Athens Greece. This is where the “Greek rich & famous park their yachts and where the workers park their..... bicycle!” 
 Will the +/- 2000 years ancient Greek history and the estimated €340bn outstanding sovereign debt amount help Greece &

Greeks get out of their chaotic €uro financial situation in the 21st century?
Just for the record. 

e-comments, discussions and opinions: 

Christos Theodorakakis Vancouver Canada. / e:theoch@shaw.ca


