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“In 2004, in a collective volume entitled “Greece. Accession to the Economic and Monetary Union and future challenges” containing texts by Yannos Papantoniou, Yannis Stournaras, texts written by me and others, I had asserted that joining the single currency would help create a new more coherent institutional framework, with multiple positive effects on the progress of the country.  In particular, I assumed that under the umbrella of the economic and monetary union:    
· Governments could not play with interventions which would give a false picture of improvement, postponing payments into the future.

· Governments could not make easily political decisions that would aggravate the competitive ability of the economy and reduce real incomes, without the immediate corrective response of the markets.

· It would be a necessity for the social policy to build effective and strong fiscal and social systems that would eliminate the   inefficiencies and injustices of the economic and financial policies of the country.

Eight years later, I must admit that I was wrong. Many behaviour models continued to operate in the same way as before 2000, and our expectations were quite far, or too far from reality.

What went wrong? Wrong reasoning, bad estimates, unforeseen factors? I shall refer to two factors: first, the euro was designed for normality conditions, not for tension or crisis situations. Institutional and policy gaps in the creation and use of the euro played a critical role in reinforcing the severity of the current crisis. Second, it was a mistaken assumption that the European system and the national policies would be implemented in a constructive and rational way; rules would be obeyed, decisions would be made to improve the process and prevent a potential crisis situation.
For many reasons, developments both in the eurozone and at the national level have not moved in this direction. During the course of ten years the eurozone and Greece to a greater degree, underestimated the dynamic relationship between fiscal deficits and debts on the one hand and the balance of payments deficits, competitiveness, inflation, fiscal policy and productivity on the other. They underestimated and ignored the importance of discipline; the importance to follow agreed rules. Thus, accumulated effects have created a dangerous reality which led to difficult adjustments through recession, unemployment and income reduction. 
In any case, we have reached a situation where for different reasons Greece, Ireland, Portugal, and Spain, may be Italy and France in the future, are experiencing a crisis, in the same way as the eurozone is. I shall not focus on the causes.  However, it is obvious that strategies determined to address the crisis need to be at the heart of the European policy making.
Since 2008 the European policy has been a gradual policy reaction in response to market pressures. The response was too little, too small. Whatever the reasons, one thing is obvious: The eurozone was in a permanent inability to develop a convincing policy to tackle the risks of market attacks. Thus many countries and the eurozone itself have become more and more   vulnerable. I believe that today we are faced with a qualitatively different perception about the management of the crisis.  The policy intended to punish Greece in 2010, sacrificing valuable time and calling into question the European policy, is followed by policies aimed at providing an overall and sustainable solution. However, the mixture of policy and the expected results still remain open.

From a macroeconomic point of view, the major choices and dilemmas are between a recession policy and a more expansionary policy, as well as a policy leading to severe imbalances between surplus and deficit countries in the eurozone. The answer cannot be given through generalizations. Having established a strong competitive base, low- debt/ deficit countries can choose a more relaxed policy. However, a conception is cultivated according to which over- indebted countries with deep inequalities, such as Greece can also make choices and follow expansionary policies. With what resources? Greece surely had this option, but it chose to rescind this option, exhausted all borrowing possibilities, and reached the brink of bankruptcy being unable to borrow from international markets. 

The crisis we are experiencing is not a classical crisis of demand. It is a structural crisis. Overcoming this crisis requires a complicated strategy, the dimensions of which can not be analysed here. However I can refer to two of them:

a) to the need for Schumpeter's process of “creative destruction” to take place in the country, a process of structural changes in the institutional system and the system of production, which will  enable country’s growth and development and 

b) to the need to build a new system of governance in the eurozone, which will address gaps in the system and support the countries in crisis to regain their balance.
However, I would like to stress that reforms cannot be effective if designed in a hasty and imprudent way.  They require relevant elaboration, time and will. If will remains in constant hibernation, reforms are then imposed by reality itself, in an anarchic and most painful way. We have experienced this situation in relation to the pension system and other issues.

Looking for a support mechanism 
In order to overcome both the crisis and the recession which is due to fiscal austerity and income shortfalls it is important to create more favourable conditions for investment, boost production and improve productivity and competitiveness. However, messages sent by the country contradict this goal, block investments and impede development initiatives. I shall refer to two points:

-
Greece has the most elevated sovereign risk in the eurozone because of its unsustainable debt and the political unwillingness to elaborate a coherent adjustment and development programme and ensure the observance of the engagements undertaken. There is an objective reality we can not ignore, but at the same time we do all we can to keep risk levels high.    As long as this reality remains unchanged, investments and growth mechanisms will remain marginal.  
· Growth success is based on production, competitiveness, employment, institutions, innovation, eliminating intransparency and building an effective state. Our success, whether we remain in the eurozone or leave the euro zone, cannot escape from these realities.  A society which in times of profound crisis, against its collective interest stubbornly refuses to make the necessary changes in these fields is conveying the message that it is unable to understand the current development mechanisms refusing to sacrifice small state –oriented revenues in the name of an improvement in our future collective reality.
Looking for an efficient governance in the eurozone   
Under these circumstances, developing a more efficient governance system in the eurozone has become an absolute necessity. I think that such a governance system should combine the following aspects: 

-
restore market confidence in the ability of the eurozone to stabilize euro, develop support mechanisms for crisis- stricken  countries  and constrain contagion into other countries,
-
create institutions either at the level of the European Central Bank or at the level of other support mechanisms which will protect the euro against international market behavior and will manage potential  liquidity problems,
-
financial and fiscal policy tools are not enough to tackle the accumulated imbalances in case of significant deviations among countries. That is the reason why the eurozone must proceed with deeper aspects of integration and create European investment mechanisms to address the consequences of these deviations, through support for investment and productivity,
· Implement  policies to prevent risks of  recession and maintain a positive rate of growth in the eurozone countries not facing debt crises,
· Elaborate  and actually implement rules to ensure greater cohesion among macroeconomic and financial policies in   the eurozone countries,
· Create rules of political and social acceptance of the eurozone in a European society which is experiencing austerity, social tensions and a dramatic increase in unemployment.

Ladies and Gentlemen,

The reality we are experiencing   today is conveying three strong messages:

· Many of the stereotypes we had developed led to collapse and, financially downgraded the country into junk territory,

· We shall not overcome collapse, relying on   perceptions which led to collapse and     trying to impose them on future decisions,
· A two speed Europe is being created. Therefore we desperately need to make successful political choices; choices which will include innovation, quality, consistency, productivity, openness, an organized productive base and mainly the relevant context for policy implementation.

It took us 15 years to unhook ourselves from economic prescriptions which cost mountains of social injustice. It took us only 10 years to pass from the fall into nirvana and the shouts about the pension system to the carefully covered up real aspects of those decisions. If we follow the same practices,   it will take at least 15 more years for society to understand the policies needed to address the inequalities caused by the crisis and deal with the unemployment which rises towards one million.  The problem does not lie in the formulation of inefficient polices. We have no policy at all. Who will ever pay the price for practices which had and still have severely affected our society? Who will ever account for the fact that we will overcome the crisis in ten instead of five years?  Who will admit that all these additional costs are due to the fact that in 2012 we replaced rationalism with nihilistic fanaticism? Who will be held responsible for that? Nobody. In the same way nobody would   be held responsible in the past.
While the eurozone goes, albeit slowly, to major political adjustments, we are following another way. That is why the Greek society is tired of things done and not done. It is fed up with all the sacrifices made so far and others to follow; with our inability to change things we individually criticize and collectively “ignore”, which could offer prospects and improve the social reality. Our refusal to create conditions of development in the country impedes the prospects for growth. 

For these reasons, I think that both the political world and every creative person, mainly the young people who experience the dramatic reality offered to them through the battles “for a better world” of my glorious post dictatorship generation should decide to take the future to their hands and not leave it to bankrupt ideas. No matter what the values and ideologies might be, it is important not to let anyone replace the policies with shouts, threats, rumors which break down the moral and the autonomous thinking of the average citizen. We must not watch as simple spectators a scene of irresponsibility rolling the dice for the future of 11 million citizens. We must discuss about the different possible paths to be followed to escape the   current situation which has been created through a series of self destructive interpretations of reality; exhaust any controversy, any ideological conflict and useful negotiation, and then come up with positive proposals. Unless we follow such processes, the prospects for overcoming the crisis will become more and more disappointing.  
In this context, we are facing a double dilemma: first, we either stay in the eurozone, working hard, and paying the price for our past, even for the eurozone’s mistakes, or decide to leave the eurozone, paying too high a price for this decision. Second, we either keep the benefits from our participation in the second biggest international monetary and financial pole or start a journey to unknown places. The choices are ours. So are their consequences. Nobody will impose them on us. In any case, the course in one direction or, especially, the other will be irreversible.” 
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