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Introduction
THERE IS LITTLE DOUBT THAT THE TRUMAN DOCTRINE OF FORTY
years ago had a lasting influence on Greek affairs. In the year 1947
the Greek state was in the midst of the worst crisis in its history. A
civil war was actively unfolding within the country, violence and misery
were the norms of life, and the economy was in a state of collapse.
U.S. aid initiated under the Truman Doctrine led to an eventual reso-
lution of the political/military crisis as the civil war ended in 1949. It
was thus of critical importance in the shaping of the postwar social order
in Greece. That social order was built around a strong anti-communist
state. Massive injections of U.S. aid enabled the Greek state to restore
its economic functions and powers. Inasmuch as the international en-
vironment and the internal conditions in Greece differed considerably
from what they had been in the prewar period, the late 1940s and early
1950s witnessed important innovations in the layout of the machinery
of the state; links between the state and the economy were fashioned
on a new basis. This was perhaps the most lasting effect of the period
over postwar developments. Basic institutional arrangements put to-
gether at that time would preside over the postwar economic ‘‘miracle’’
as well as the crises of the Greek economy for over forty years.
Looking back over these forty years, and trying to go beyond a su-
perficial accounting of strengths and weaknesses in Greek social prog-
ress, there are a few fundamental features which are significant. There
has been a persistent lack of coherence in the Greek social order. In
the economic sphere, this is evident in the size and role of Greece’s ter-
tiary sector which has variously operated as a collecting mechanism of
otherwise unemployable labor, capital, and entrepreneurial energy. It
is also evident in the fact that, as a production system, Greece has lacked
an indigenous development ““engine’’ which would lend dynamism and
consistency to the country’s postwar social transformation. Instead,
it has had a powerful and growing public sector which has functioned
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as the essential mechanism of cohesion both in social and economic
terms. As it is well known, economic growth in Greece has been re-
markable, at least until the early 1970s. One plausible interpretation
suggests that this growth was the outcome of demand forces which grew
steadily both domestically and internationally, buttressing the Greek
“‘economic miracle” as long as they lasted. The bulging Greek public
sector functioned as an internal mediator and regulator of these de-
mand forces, and kept growing and gaining in importance as the eco-
nomy was growing. However, it scarcely became a source of develop-
ment impulses, and it remained divorced from productive activities de-
spite its growth. It is well worth asking, I think, how much of this was
foreshadowed in the institutional arrangements which were fashioned
in the late 1940s.

In that context, it is possible to put together some thoughts about
the long-term significance of the Truman Doctrine, from the perspec-
tive of Greek economic development. Naturally, the impact of the Tru-
man Doctrine cannot be viewed as simply the outcome of what was
in the minds of American policy-makers at the time. What happened
over the last forty years was not, in any sense, the unfolding of an om-
niscient American plan worked out in the 1940s. Nor were the institi-
tional arrangements put together in the late forties simply the realiza-
tion of an American scheme. The powerful pressures generated by U.S.
intervention were circumscribed and mediated by Greek social realities
and structures. Thus, whether there was a ¢‘development agenda,”” and
the content which this agenda acquired, should be properly seen as the
outcome of interaction of American objectives on one hand, and Greek
visions and potentialities on the other.

Economic-Ideological Aspects of U.S. Intervention

The enunciation of the Truman Doctrine on March 12, 1947 was
not an act of economic policy. It was the first explicit statement of a
foreign policy whose fundamental precept was the containment of com-
munism and ‘“‘Soviet expansion.””’ Yet, the immediate cause which
precipitated the Doctrine’s enunciation was economic: the financial cri-
sis faced by Britain. Furthermore, the chief instrument which would
be used in the Doctrine’s implementation was also economic: the $300
million aid package to Greece and Turkey. The importance of the eco-
nomic element lies, of course, in the fact that it not only contained the
instruments of policy, but it also formed a corollary aspect of the

ISee Joyce and Gabriel Kolko, 7 he Limits of Power (New York, 1972), especially chap.
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policy’s goals. In the logic of the Truman rhetoric, political
economic goals were meshed together. B
In_ th? famous speech to the joint session of Congress, the Presi
dent Justlflefl the need for aid to Greece by making three 1’) ic assor.
tions. The first was that Greece was in dire economic con:il'stl'c g
that the U.S. should supply assistance because “‘no other nat'1 lo'n a_ﬂd
mg and able to provide support.”’ The second assertion wa “:Irll oo
dlpon§ of h.uman want and misery had bred a militant CS . st
minority wmch ‘‘had made economic recovery impossible’’ OH;lml;ll?ISf
vyas threatening the ‘‘very existence of the Greek state.” The ti{l dW o
s(:n wafs thz(xjt’ the defeat of communist aggression wa.s a stronglrprgcs:f)eri_
ition for Greece to become ‘‘a self- i o
de:r.mcr.acy.”2 These assertions wsjerlﬁf Stl;pggs:;ge Eﬁll(ej Z‘iﬁ_‘ref’l}eﬁmg
policy in Greece. The simple logic of the Truman rhetoric]S o
geared to-the need for positive perceptions about the Grec(\)Jv :ill"S Hllc(')re
program in a suspicious Congress and public opinion rather_ tltlr o
an accurate assessment of Greek realities. Tt seemed t(; su e
tremely handy recipe for Greece’s social progress: The maiigsetSt ibling
block tha}t was standing in the way of Greek recovery was th un'111')hn‘g
;gg;n;??ﬁsttmmffrity. Its removal would unblock the way tot?v:;zi;t?;ll;
tha “self-supporting and self-respecting democ & i
the obvious rhetorical exaggeration i Fications, Ty Pesplte
fpunded on an implicit tl%egoreticalscaonri.Sl'i"r;lpi’ilf\jvc:lsmgr;i;;?lzreigz o
;1{;):; ;il’zft,woi:l}i:if; tléerggnununi;st stumbling block was eliminated,p“healntll}:y
g i O C;:;:Sg assert their dynamism and bring about
| On_the fact of it, then, there was a simple
ieoclt)e::lt I11n El‘le lDoctrine’s' rhetoric. The goalpof :l}(:: 2;5:3:111\235?; czitil)g;:r-
i ; Sse afi-;u%pczrtmg democ.racy. " The motive mechanism would
e I;a;;ka ;wu thel dynal}llsm o‘f indigenous social forces. The
e e e frei J as {zln v Iht‘3 immediate instrument which would set
e e ocrin 1sr}1pt1ve communist interference. This notion
B ouncion é)hal is quite c.entra]. Tbe management of U.S. policies
o — z:;e th[>‘ be adjusted to_ indigenous realities which were
o ¢ Truman rhetonc. Yet, the conception of aid
T “de 1l‘uman rhetquc would not be altered. Aid was of-
e Soc\:l opment 'fls.smtance” but, rather, as a medium of
e jmportantCI and political preconditions of development.
1o e ;:omplement to the Trl.lman speech, in terms of policy
5 eport of the Porter mission. The mission was already
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in Greece at the time of the presidential speech to the joint session of
Congress, and it submitted its report about a month and a half later.’
This report was to become the guiding document of AMAG operations.
Its perspective was clearly focused on Greece’s economic problems. Its
style was ‘‘technocratic” rather than rhetorical and its precepts, at least
according to one student of the period, were colored by a Roosevelt-
liberal tinge.* The Porter report was an interesting mix of realism and
ideological postures. Being in place in Athens, the mission could observe
both the general condition of the economy and the stature and quality
of those who were responsible for handling it, on the Greek side. They
could also assess the outlook and potential of the various social strata
which would have to shoulder the task of recovery, once the commu-
nist threat was eliminated. The report painted a dreary picture of dis-
location, mismanagement, and demoralization in the government camp.
It is worthwhile to gauge the mission’s explanations and policy prescrip-
tions, with a special focus on the question of development agenda.
Here is a brief rendition of the Porter rationale: Greece in 1947 was
a devastated country, but even its prewar condition was not satisfac-
tory. Traditionally poor and underdeveloped, Greece should and could
improve the lot of its people in the postwar era. Its development should
be based both on improvements in the conditions of agriculture and
in the expansion of Greece’s industries. The basis of industrial expan-
sion would be Greece’s undeveloped energy sources, mineral wealth,
and agricultural materials. These objectives, however, could only be
achieved once the task of basic reconstruction had been carried out,
on one hand, and essential means of livelihood for the population were
secured on the other. The most urgent priorities of reconstruction had
to be placed in the repair of the country’s transportation network to
facilitate the movement of goods. An inordinate amount of responsi-
bility for these tasks was laid at the doorstep of the Greek government.
Unfortunately, the machinery of government was in a terrible state of
disarray, and this was worsened by political instability that forced fre-
quent changes of top government officials. Greek private capital was
engaged in speculative activities and flight from Greece, rather than

investment in the country’s reconstruction. This was due to a lack of

confidence in the country’s future and fear of communist takeover.
The role of U.S. economic aid would be to provide funds for reconstruc-
tion, but also to bolster confidence both for the government and private

3.S. Department of State, 868.50.Porter/4-2547, Tentative Report of the American
Economic Mission to Greece (referred to below as Porter Report).
4Lawrence S. Wittner, American Intervention in Greece, 1943-49 (New York, 1982),

chap. 6.
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capital. Part of this function devolved in bringing about monetary st
bility. Development could not be based exclusively on Americany ilg_
lic assistance. It would be carried forward by private capital oncep i
fidence had been established. The role of the U.S. permane;nt mi sion
was to offer advice, wielding even executive authority within the Cscfll.l(;ln
.m(;’ in Qrder to c;ve;con;e the problems of corruption, inefficiency anc;
indecisiveness of the indigenou i :
e g s government, which were more or less
It is clear that the conceptual fabric of the Porter report was m
comp}ex than that of the Truman statement. Yet, it represented an ;fe
bqratlon, not a. contradiction, of the Doctrine’s theoretical core. It maifl_
tained tI'u:-: notion that aid should be directed to the establisﬁment ;
preconditions for development, and that the task of development sh (l)d
be C(?mpieted by other agents. It acknowledged the disarray of l?u h
public and private economic mechanisms within Greece Thiss;ck Otl
edgement implied that the defeat of the communists was. perhaps i,
essary, but I'IOt a sufficient, condition for the emancipation oIf) iI?drilec-
nous dynamism. As a result, the report projected the functions of UgSe-
aid aF tpree levels. First, aid would provide funds for reconstructi i,
gllewatmg a capital shortage. This was the classic function of ai; Il(;n,
it was supplemented by two additional ones. The second was tha’t uc;
_woulf] b_ecome a basis for the establishment of public economic aLuth'dl
!ty within the country, a portion of this authority being directl to rd
in the AMAG, rather than the Greek government. Presumabl g Vets' ;
went on, authority would be transferred back to the govern;earft ul?'e
il:}llli,] ea}: t\:;as goin‘g to ?perate as a psychological boost becomiﬁg:
in the creathn of ““confidence.”’ This last aspect :Jv
?}:);f;\glc:?r‘il;yb};erceaiuse t1t gf fel"ed an interesting conceptuzl bridagsetltalztgvleisr:
e relegate to internal economic dynamism i -
;Irl; ::;s;llc\i éntl9t;tl?. If succl:h dynamism were ngt app.'a.reralitIl icrlll;;j'f’)p;:e
: m nt, this was due to a lack of “‘confidence.’’ If onl g -
fidence’” could be established, the internal dynamism wo 1d surfac
L uld surfac
szdza;l:l:o%v;z Itllze ¥;zc:;: ;)rfe 1s;:.xtrlu:ating Greece from its traditional un?
. L. The ical conception guiding the Porter report
prescribed certain limits on the role of public funds. The -
: y could be used
Z iué é:(i:;}:er ;gfi; elgmen.fs Qf physicql and psychological infrastruc-
e eyr ) ¢ flourishing of private initiative and dynamism.
T o;spof} leo offered an elaboration of the Truman term
B (I;reelng emocrlacy. In'general terms, the report main-
o mce cou‘ld achl‘eve a l-ngher living standard for its peo-
B s & eans, i.e., without incurring chronic balance of pay-
. incius f ?vx;,‘savy, the path of tha’: improvement required some
rialization. It also required the development of new
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export markets, as well as the reinstatement of Greece’s traditional
sources of ““invisible’’ receipts (i.e., tourism, shipping, and emigrant
remittances). While mentioning these items, and suggesting broad out-
lines of desiderata, the report did not propose strategies (except for
suggesting the desirability of drachma devaluation). This was rational-
ized explicitly. Reconstruction (of infra-structure essentially) had to take
precedence over thoughts and plans of development. Immediate balance
of payment problems had to be tackled by either arranging for imme-
diate export of agricultural products (especially tobacco and olive oil)
and minerals, and/or control of nonessential imports. The report was
quite vague about the longer-term export possibilities and prospects.
This must have primarly reflected the fact that, up to that point, neither
the British nor the Greek goverment had worked up a scheme for the
country’s economic future beyond the reinstatement of prewar condi-
tions. It was perhaps also caused by the yet unclear status of European
recovery, which would normally be expected to furnish most of the ex-
port opportunities for Greek products. After all, the formulation of
the Marshall Plan was still about a year away.

In order to place the Porter mission’s outlook in perspective, it is
important to compare it with the basic directions which British policy
had mapped out for Greece during the preceding period, from libera-
tion to the end of 1946. Active British intervention came to an end with
precisely the announcement of the Truman Doctrine, and we should
recall that the imminent crisis to which the doctrine was responding
was not really a sudden turn in Greek affairs per se, but rather a rapidly
gathering economic crisis in Britain.’

Throughout the post-December 1944 period, the British had fol-
lowed a policy of political intransigence and economic conservatism
which acted as a strongly polarizing factor within Greece, and which
progressively reduced the options of political accommodation to the
point that open civil war broke out in late 1946. In the briefest possible
characterization, British policy was founded on two tenets. The first
was an overriding geopolitical definition of postwar British interests.
Greece had to remain within the British sphere of influence because
of its importance in the Balkans and the Middle East. This implied that
Greece’s internal political order should be so arranged as not to generate
challenges to Britain’s grip on regional affairs. The second tenet was
that the best way to guarantee that British supremacy would go unchal-
lenged was a reinstatement of the basic structures of the prewar (and

pre-Metaxas) political order. Clearly, the strong Leftist movement,

SFreeland, Truman Doctrine, pp. 88-101.
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which had been spearheaded by the Communist Party and had grown
in the meantime to a powerful political force in Greece, did not fit in
the British scheme. Therefore, it had to be neutralized, even if the price
for that was a protraction of Greece’s economic plight and misery. That
this price to be paid was indeed very high should not have escapeci Brit-
ish policymakers. Greek recovery would be impossible without a new
“soci.al cpntract” among the major social forces in Greece. Political
polarllzahon was quickly subverting the ground on which any such
“somal‘ contract”” could be founded. As a result, the stance of British
policy in the economic sphere had been inevitably led to a two-stage
approach. The first would involve “‘stabilization,’” the second wou%d
extend to ‘‘reconstruction.”’

Most of what we now know about British actions in the economic
sphere suggests that they were more oriented to reestablishment of the
prewar economic order in Greece than to any schemes of new economic
dewelopr.ncnt.‘6 In fact, the mainstay of British concerns in the field of
economic policy was to stabilize the economy by obtaining a balanced
budget and halting inflation. After the failed attempt to impose bud
get balance through the Varvaresos policies of new taxes and wa, e:
price cpptrols in mid-1945, the British appeared to orient themsel\gfes
to stabilization enforced through actions which centered in the mone-
tary, rather than the fiscal, sphere.” This orientation was evident in the
Londcl)rll Agreement of January 1946. The agreement provided for
‘‘stabilization loan’’ to Greece and required the formation of a po:)wera1
ful C}irrepcy Committee with wide powers of control over money ci i
CUIEI.UOD in Greece.® Stringent control on credit and attempts t)écr;:
strain government borrowing were to be the fundamental policies of
the q.lrrefncy Committee. Its policies, which reflected the primacy of
stabilization, left practically no room for investment expenditurei in
favor of .rt?construction. A complementary policy pursued immediatel
after ratification of the London Agreement was the device of o :ny
market gold sales.’ This device was fashioned as an anti-inﬂatior?ar-

glleasure and as g‘boost of the drachma. As I have argued else\.'vhen:y
at type of stabilization policy was not only postponing the possibilit;f

6
See, i
. farioglex?;gglq, the Interim Report of the British Economic Mission to Greece
peiiey w,h : ) in U.S. Department pf State file, National Archives, Washington
: ole attitude of the Report is permeated by a spirit of restoration. '

7
Sta is, £ ilizati
e ;;?;BG Thon}adakls, St’ablhzanon, Development, and Government Economic
! : Greece in the 19405’ (1988, unpublished m i
e s.), especially sect. E.
. mittee was established by the enact i
accordance with the provisions of the London Agreemc:nmt‘?nt e

o
This policy was implemented i
W Eorier Rosort, Chgp, ze'n ed on the basis of Law 944 of 1946. See also the comments
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of reconstruction and development, it was actively subverting it, by
squandering national resources and fostering speculation as the basic
mode of private entrepreneurial behavior.!® Thus, instead of mobiliz-
ing domestic resources in the service of national recovery, the policy
was in effect using up resources in order to reassure the social fears
of local capital, by offering outlets to their speculative tendencies. Yet,
from the viewpoint of British policy, this type of stabilization was the
only one available, within the confines of their political agenda on one
hand, and their resource constraints on the other.

The recommendations of the Porter mission agreed with British
precepts in two respects. The first was the primacy of bringing about
fiscal order by putting government expenditures and borrowing under
control. The second was that a modicum of financial stability could
be obtained by measures of monetary character on one hand and a pol-
icy of wage and salary restraint on the other. These two precepts
together constituted the core of everyday economic management which
the British followed and which the Americans would inherit, and apply
with greater effectiveness as well. They constituted a conservative con-
ception of current policy which applied the force of state economic
power in only those areas that did not threaten directly the existing struc-
ture of property relations, and the basic prerogatives of the country’s
merchant-industrial bourgeoisie.

In other respects, however, the Porter mission recommendations
parted ways with British precepts. The most important difference,
perhaps, was that the mission emphasized very strongly the need for
new development in Greece, and the inadmissability of simple recon-
struction of the prewar economy. That type of goal was simply absent
from the articulations of British policy. It was consistent with contem-
porary American ideologies of a postwar system of open economies
in which many national economies would compete with one another
without being led to collapse. It was also politically functional in a coun-
try which had been chosen to become the first example of anti-
communist reconstruction, and in which, therefore, tangible evidence
of economic progress had to be readily obtained. The emphasis on de-
velopment and the need to embark on a development effort relatively
quickly led the Porter mission to envisage stabilization and develop-
ment as somewhat parallel, not sequential, objectives. Basic reconstruc-
tion was a priority step, to be sure, and it was seen as a precondition
of the full-fledged drive to economic transformation, rather than as
a simple rebuilding of the damages of war. It is indicative, for example,

OEor a fuller interpretation of this problem in the context of the Greek social forma-
tion, see Stavros B. Thomadakis, ‘‘Stabilization, Development,” sects. E and F.
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that development of Greece’s energy sources was specifically sought
in the Porter recommendation. It should also be pointed out, however
that the range of the American scheme for Greece, as it emerged from’
the Porter Report, was much more ambitious than earlier British
schemes, for the simple reason that the U.S. faced a lesser resource
constraint than Britain had. Thus, the difference in conception of poli-
cies was not only attributable to differences in economic visions be-
tween Britain and the U.S. It was also related to the fact that the former
was financially exhausted and attempted to maintain its international
position in the face of diminishing economic potentialities, whereas the
latter was economically strong and looked forward to a dominant eco-
nomic position in the postwar era. After all, this fundamental differ-
ence in position was also feeding into the basic differences in world
outlook between the two transatlantic allies.

The precepts of the Truman rhetoric and the elaborations of the
Porter Report specified the political and economic parameters of desi-
derata for Greece. In essence, these entailed the formation of an anti-
communist state which would win the civil war and which would prove
economically viable and capable of procuring some degree of national
development. This was the ‘‘project’’ undertaken by the Truman Doc-
trine.‘ fAside from the obvious difficulties associated with the conduct
of military operations, this ““project” had to be implemented within
tjwo types of limits imposed by historical conditions and the social situa-
‘tlon in Greece at the time. On one hand, there was the problem of
1deolqu: The notions of development, industrialization, and national
planning had found in the communists and the broader Left their most
ardent p-roponents. Inevitably, the development agenda of the anti-
communist state had to be couched in terms of concepts and instruments
Whl'Ch would distance and differentiate it from the platform of the very
political force which was defined as ‘“the enemy.’’ On the other hand
there was the problem of social agents of development: The Greelé
bourgeoisie had demonstrated no particular inclination to the task, as
the Porter Report testified. There seemed to be a vacuum of devel’op-
ment agents in the array of anti-communist social forces, and this pre-
sented a formidable problem. These two limits had been completely
obfuscated in the Truman rhetoric, which had painted a picture of forces
of good and evil. In that picture, communists sought the creation of
chaos and prevented the emancipation of healthy indigenous drives for
progress. The limits of the anti-communist state would not be over-
come so easily. The proof of this is found in the methods and the in-
stltutlon'al arrangements which furnished the instruments of U.S
econo;ms: policies in Greece, in the period immediately following t.ht;
enunciation of the Truman Doctrine.
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The Left, the Right, and the Question of Development
During the occupation and in the immediate period after liberation,

Greece had witnessed considerable intellectual ferment on the question
of development. The dissatisfaction with the prewar state of affairs and

the expectation of a better postwar world, in which fascism would be

permanently defeated, were so widespread that they combined to fos-

ter new thinking about the country’s future. The possibility of break-

ing out of traditional underdevelopment started being seen as a feasi-

ble task by intellectuals, across the Greek political spectrum. That eco-

nomic progress would be a primary goal of the postwar social order,

and that the state was going to play an important role in the process,

appeared to be commonly accepted notions in 1944." In this general-
ized climate of progressive visions and expectations, the crucial anti-
thesis between the Right and the Left was not evident in a dichotomy
on the need for economic progress per se. On every side of the political
spectrum, party programs professed a commitment to a higher stan-
dard of living for the people. The differences, however, manifested
themselves on the question of social-economic structures, the configu-
ration of social forces, and the “‘development strategy’’ which would
ensure economic progress. There were three dimensions to the ques-
tion. The first had to do with property relations and the role of foreign
aid. The second had to do with the logic and the limits of industrializa-
tion. The third had to do with the role of the state in the process of
economic advancement.

The issue of property relations in the mid-1940s was not one that
could be debated in relatively detached terms. The economic experiences
of the occupation had led to a vast redistribution of wealth. Shortages,
inflation, and black markets had created extremes of poverty and
riches.!? Greece was a devastated and poor country, but not all Greeks
shared equally in the country’s poverty. There were those who had
amassed considerable fortunes during the occupation, and this wealth
did not fail to manifest itself in conspicuous consumption after libera-
tion, with the opening up of the channels of foreign trade. In one of
his most revealing statements, Paul Porter himself decried the extremes
of luxury and misery that one could openly observe in everyday life
in Athens in 1947."

Ugor a documentation of views during and in the immediate aftermath of the occupa-
tion, see Christos Hadjiiossif, ‘‘Anédeig ybpes amd v Busawpbrnra tng EAAEBag xau o pbAo
g Propnyeviag” in Apiépwpa gro Nixo Zhopcvo (Rethymo, 1986), pp. 348-36.

12gtavros B. Thomadakis, ‘‘Black Markets, Inflation and Force in the Economy of
Occupied Greece,” in Greece in the 1940s: A Nation in Crisis, J. O. latrides, ed. (Hanover,
1981), pp. 61-80.

Bwittner, American Intervention, p. 168.
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In the context of blatant inequalities, the issue of property relations
became a central and heavily charged item of political contention. The
problem was not simply one of social justice. It was one of develop-
ment as well. Those who controlled wealth within society were, in fact
vested with the enormous power of controlling available socia; savings’
and their use. The state budget, on the other hand, was not a mechanism
of social saving. On the contrary, it was laboring under perpetual and
large deficits, thus being a net user rather than a generator of savings
State economic authority was eroded since the post-December govern:
ments could not credibly command the means of capturing and allo-
cating domestic resources. Anti-communism played an important role
in this; any government politician who attempted to impose control
would be quickly branded as'a communist sympathizer. It is in this con-
text that the Left and the Right differed sharply about property rela-
tions, and this difference also reflected on their attitude about the cor-
ollary issue of the significance and the function of foreign aid

For the Right, the provision of foreign aid to Greece was an or'ganic
element of the economic agenda. Inasmuch as property relations were
not to be disturbed within the country, there was precious little that
any government could do to harness domestic wealth in the service of
a recovery progranm. Thus, if the ‘‘business classes’’ were to be allowed
Fo retain -control of their accumulated fortunes, the conversion of these
ideas to investable funds would have to wait until “‘confidence’’ had
been restored. To restore ‘“‘confidence’’ in turn, some reconstruction
would have to take place, and this could only come from external aid
Thus, extern.al aid acquired an extremely important role as the neces;
sary prerequisite for that type of economic normalization which would
leave Qroperty relations intact. It must also be noted at this juncture
that this conception of the development agenda was projecting the logic
t}}at the Por.ter Report would adopt, from the outset. Foreign GCOIIOI‘IgliC
aid was the instrument that would relieve the Greek social system from
thc‘: t.remendous internal pressure of altering property relations and the
existing configuration of economic power.

X For.the Left, things stood quite differently. Those who controlled
.omestl‘c wealth could not be allowed to control the disposition of so-
c1al‘sav1ngs. They were burdened with the stigma of illicit enrichment
cf:'turing the qccupation thrf)ugh black market activity. They were mani-
.est.y engaging in speculation in the post-liberation period, thereby sub-
i}e]?rl:lgo rtiletﬁlass of the people to a prglongation of their misery. Fur-
st sinc’e ey could not be trusteq with the task of national develop-
b ;asa cl‘ass,.th‘ey had failed, even in the prewar period, to
Ty o_ut the historic mission of national economic progress. The agenda

of national recovery should be founded on several interconnected
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premises. Industrialization would be the cornerstone of national de-
velopment, and would require planning over the long term. Strategic
industrial sectors (e.g., energy, metallurgy) should be nationalized so
that investment in those sectors could be brought under social control.
The banking system should also be nationalized to function as the so-
cial circuit of collection and allocation of savings. It must be noted that
this view did not exclude the existence of private enterprise on the ba-
sis of principle. Rather, it required sufficient impulse from the national-
ized sectors so as to induce private initiatives to move in tandem with
the goals and the tempo of industrialization.
The views presented by the Left insisted on the primacy of heavy
industry as the core of Greece’s new industrial structure which would
lend coherence, durability, and regenerative impetus to €conomic prog-
ress.'* This conception of industrialization was quite radical in terms
of Greek experiences before the war. It sought the transformation of the
economy from a producer and exporter of raw materials to an industrial
society. It posited that vertically integrated industrial activities were fea-
sible in a number of areas, such as metallurgy, chemicals, electric power,
tools and some types of machinery, and means of transport. Industrial
construction of this type would not only facilitate the parallel develop-
ment of light industries, but would also allow Greece to gain command
on modern techniques and to elevate its labor from the status of “‘un-
skilled labor”’ to a modern, technically proficient workforce. This was
to be the basic guarantee of continued progress and economic growth.

In the context of this scheme, foreign aid would only play a role
as an instrument of immediate relief. The formulation of industrial
plans and projects would allow the country to seek and obtain external
finance based on the promise of these projects. Thus, the international
economic relations of the country would be constructed on the basis
of its own productive initiatives and priorities, rather than on the basis
of the political will of foreign governments, whose objectives did not
necessarily mesh with national goals.

On the other side of the political divide, within circles of right-wing
and anti-communist opinion, there was much less uniformity about the
mechanisms and content of social progress. There were those who
clearly propounded industrial development, and there were those who
were ambigious about it."” Apparently, as time passed after liberation,

YThe most systematic views of the Left are offered in Dimitris Batsis, H fageid
Bropnyavia ooy EAddda (Athens, 1947, 1977).

BFor example, among non-communist gconomists, the two most prominent represen-
tatives were divided on the issue of industrialization. Xenophon Zolotas was an ardent
proponent. Kyriakos Varvaresos was an unmitigated sceptic.
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and as polarization was becoming more and more the norm of Greek
political life, there was a retreat of right-wing opinion from their original
visions of development held during or immediately after the occupa-
tion.'® This was tangible evidence of the need to establish “ideologi]?:al
distance’’ from left-wing notions on one hand, and, on the other, an
outgrowth of the social insecurities of the Greek bourgeoisie which’felt
threatened by the industrialization schemes propounded by the Left
The overall concern with economic modernization was not obliter:
ated, however, within right-wing circles. A central idea, which was also
congruent with immediate needs for provisioning, was the drive for
restitution of the country’s agricultural production and its moderniza-
tion. This was apparent in the fact that perhaps the only area in which
post-December governments were able to move relatively effectively was
the reestablishment of the functions of agricultural credit throug)lg the
Agricultural Bank of Greece. The issue of agricultural modernization
had been also forcefully pushed by a FAO mission which went to Gree
in 1946." A crucial conclusion of any reasonable strategy for agricucf
tural modernization was that surplus labor would be released from that
sector, and that outlets should be found for its alternative usage. On
possib]e_outiet- would be emigration, but this solution did not seém t(f):
surface in mainstream discussion until the late 1940s or early 1950s
Another possible outlet could be provided by an increase in Greek rlan(i
space, aqd an extension in the range of agricultural employment. This
notion did surface in the mid-1940s and furnished a sort of ecoriomic
argument for nationalist demands of annexation of areas from Greece’s
nor.ther.n neighbors in the Balkans."® Naturally, this type of ““national
a_splratlon” was couched in traditional conceptions for the resurrec-
tion of ‘‘greater Greece,”’ (or even the Byzantine Empire!), and also
meshed well with the emergent transformation of Greece’s’ northern
porder .to thot boundary between East and West. In addition, national
1st projections of the idea of greater Greece furnished a fé)rmidablc-:
propa}ganda counterpoint against the communists who were blamed for
working to the contrary goal, namely, the dismemberment of Greece.

16 e
”Had_]uosmf, Andyews, pp. 356-60.
UN Food and Agriculture Organization, Mission Report on Greece (April 1947)

I8g s i |
Athafl:]easiil‘;djsléc;solf, :43021‘;36:!:, PDp- 356-6‘0. For one proponent of such a viewpoint, see
glils et on Sba ulil_lls, wéypers Tevee Sud ,(wralﬂmlsymﬁv Pubaov EAAdda (Athens, 1945)
B Bt o éc aps. A and B. Sbarounis, who was at the time Deputy Governo;
even the creation (:t? tg:éeirsggi?;e& rll\?otr?l?zfgle alimgxa(tii ?1“ B

i ( f 1ca. Indeed he was among the first.pro-
goloiﬁtess lo{negxﬁr:ﬁllon, and urged that t}'te Allies should allow Greek settlegmentslri;ttlixl;:?r
e ghly suggesgve appendix (Appendix I) of his book, he gave data about

area of the Byzantine and other ancient empires! '



36 Stavros B. Thomadakis

The third possible outlet for surplus labor was, of course, indus-

trialization. This would, in fact, become the dominant notion in con-
junction with the visibility it had obtained from the Porter Report, as
well as from the earlier report of the FAO mission. Its function and
its limits, however, were viewed differently on the Right than on the
Left. Being the absorber of surplus labor, new industries would have
to be basically labor intensive. This choice excluded the prospect of
¢‘heavy industry,”” which was central in the industrialization schemes
of the Left. Upon reflection, we can discern that labor intensive in-
dustry had two additional implications for the configuration of the
country’s economic order. The first implication had to do with inter-
national orientation. Greece’s insertion into the Western bloc, and
mainly the economy of Western Europe, defined the country’s main
“‘comparative advantage’’ as the supply of cheap labor. The promo-
tion of labor intensive industries was a natural corollary of that orien-
tation. The second implication was that labor intensive industries were
compatible with (although not to be exclusively based on) the preser-
vation and expansion of the economic space occupied by small enter-
prise. Small enterprise offered many advantages from a right-wing
perspective. It diffused the commitment to private property through
lower social strata. It could recreate the social buffer zone of petty en-
trepreneurs who had traditionally interposed themselves between the
bourgeoisie and the increasingly militant working class. It finally of-
fered an organizational vehicle for the enforcement of a cheap labor
policy, since it would operate with owner or family labor and would,
therefore, remain outside the scope of labor struggles and the collec-
tive impact of union demands.

The differences between right- and left-wing views on industrializa-
tion were epitomized in their respective outlooks about the role of the
state and its links with the economy. In order to comprehend the scope
of these differences, we must remember that in the immediate post-
liberation period, the role of the state was de facto enlarged. Urgent
needs for the organization of relief, monetary reform, infrastructure
repairs, and procurement of essential raw materials for the start up of
rudimentary production were areas of government action and coordi-
nation both within Greece and internationally. These conditions tended
to reinforce, rather than weaken, the ideological justification of state
intervention across the political spectrum. Thus, the differences between
opposing political views in Greece were not formulated in simplistic
terms of more or less state intervention. Rather, they were formulated
on the basis of the quality of intervention.

From the perspective of the Left, the state had to acquire an
economic role which would cut across the cycle of reproduction and
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accumuI'atio_n. National planning, credit allocation, and nationalized
production in new industries formed the nexus of ne;:esary state ::'Ze'
ties. These variegated functions presupposed, on one hand thac nt'll-
state itself would be controlled by an anti-oligarchic alliance, of 4
forces apd, on the other hand, that it would control the develo —
process in the interest of these forces. This radical conception e of
coqrse,‘roofe.d in socialist doctrine. It was also a response to glasil'()f
torical inability of the Greek bourgeoisie to transform the prod N tve
ban: of the country. It, therefore, placed a major emphasig g ucltlve
native modes of control of the production process, and it rn'al e
the ro!e of the state as the focus of that control al‘Ehou h rf)ot0 JeCt‘fld
ex?1u51ve agent‘ of production in society. As wa; mentiogned lEls EI i
prlvat_e enterprise would not be excluded on principle, but the czliereal1 >
mént impetus would be driven primarily by social a ’ t * than
oy gents, rather than
From tlhe perspective of the Right, the role of the state 1
clearly.defmed since industrialization itself was not as une oo ?IS ;
cham_ploned as it was on the Left. One clear element of ri ht(-lvlsrlivoca .
spectives was, of course, that the state should not displafe butIlg ?Ifr_
Ezﬁt'?;f- prtl}fatetﬁroperty. For those who nevertheless prop:oundread i::[
rialization, there seemed to arise the questi ich
v\;ogid not cha.Ilenge the prevailing distr(ilbutioz)ozil (;)ff \t;:leeaiiﬁtegl?t]ewvrl?::;h
at the same time, would channel the us : ired
;?-501;:;]1;? ((eive;l against the wishes and the ienc(:)lifnla:isgrlfsr CSE tllllle il(?rflsel:ig
ied classes. The solution to this dilemma was to be f i
a dual role of the state. On one hand s _Ound rh
f}%y .tq !:he pr9curement of foreign rc,st)lilerzza;'fos\:fl: l(lidgonae;:it ;Snidt;itr;
ins ;;Ett;i: E:*.Irllc?sd‘; Efsﬁzleg?h(;a&tal ha'ter) which would provide a pool of
mediate control of local wealth
On the other hand, the state should institute 1 ; i
which would ensure productive investment andr:cgouniﬁli-z e o
_ . T
glil?fgirrrll::tilr(; taliloc:'atlon of 1'esoun':es.19 Perhaps the most cgh;rzgtleg;)triré
oo 0 ¢ [ {1g1}11t— and left-wing perspectives about the role of the
e Stat,ez; the level of economic management, the Left envi-
whereas the Right Sp?clii:cgtigttﬁg{riollj;?fn ft: int s rocess of Production;
primarily operate as a procurer and allocju:S s e o o
as a regulator of incentives for private pro(c)lilgefrfsi.n;rlllfll: 1 fr:;?x?gcf;t::lzﬁl

19
An elaborate st
atement on
offered, for exam e
ha_ve been represe:
Directives Jfor Ec

ole of the state and its eco ic i i
nomic intervent
r]ftl::t,isg t?e t}{cn Governor of the National Bank of Greece wllzznmtii
ity omeiinstream thought on the subject. See G. J. Pes,mazo lo
mic Policy (Athens, 1950), especially pp. xix-xxvi. L
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viewpoint of broad sectors of economic activity, one view projected The primary legal mechanism which u i ;
. : . nder :

the state squarely in the ‘‘sphere of production,”” whereas the other the power over disposition of the “Coumerparl:}fl;eci ‘tjhls pr actice was

envisioned its operation mainly in the ““sphere of services.” The anti- formed as follows: For every item of aid which walln h" Pl

communist state which would emerge from the civil war would be ac- U.S. to Greece, the Greek government would de cfs'st _lpped from the

cordingly not a ‘‘producing state’’ but a “‘procuring and regulating”’ equivalent monetary value in local currency (dra]:;hnlla:; t?; fiud 1he
. The sum of

state. This was to be verified in the long-run trends observed in post- these deposits would thus represent a local pool of m

war Greece, where the public sector kept growing in terms of its share which would be directly linked to flows of material Zr.lgtary resources

of control of national income far more rapidly than in terms of its share tion of these resources was under the control of the All\/I:Aﬁéheod N
- une pre-

of productive activity. sc.rib.ed use of the fund was to pay for the local ex
mission itself. Aside from that, the fund could be geril;es of the U.S.
Economic Intervention: The Scope and the Limits of the Uses of Aid covering budget deficits of the Greek state, local milit e use_d o
A few months after the announcment of the Truman Doctrine and direct relief and welfare expenses, reconsl:;uction i iry expenditure,
the completion of the Porter Report, a large U.S. mission was estab- velopment projects. The ways in which the fund works, and even de-
lished in Greece to administer aid. The agreement between the U.S. viously reflect immediate needs and priorities bu:v 3;" sed would ob-
and Greek governments vested the American Mission for Aid to Greece mental macroeconomic aspect to be consider’ed : ; tewasa funda}-
licy in Greece. In effect, the AMAG nuously invoked by AMAG. A large portion of t,h:?na?el;?a‘ly;'sdcf? i
1 oOwW-

(AMAG) with wide powers over po
wielded powers that would normally belong to the national government.
d virtually binding on matters of military and

}ng into Greece_ c_iid not constitute traded goods (within the country);
or example, military material and equipment, food and clothing suyp,

Its views were decisive an
economic policies. Its control over aid resources made this power credi- plies for refugees, medicines, etc. were items which ; h
ble and effective. Government priorities, the design of instititutions and tributed to users, not sold. The release of cor‘rv o1 vere directly dis-
f the Greek cabinet were, for prac- funds into the economy would, therefore, gen::;(;nj;;lgﬁ;our;terpart
nal mone-

policies, and even the composition o
tical purposes, within the purview of the American mission.

At the initial stages of AMAG operation, the Porter Report find-
ings and recommendations were the guiding documents of U.S. inter-
vention. Since the AMAG was set up as a mechanism for administer-
ing U.S. aid to Greece, its fundamental concern was to OVersee the most

effective use of the funds from aid. Since the funds from aid formed
the bulk of publicly available resources within the country, their effec- ment of the fund had to be subject to the constraints of overall
verall macro-

tive use necessitated an exercise of control over practically every aspect economic policy and specifically mindful of the inflati
of public policy. This requirement was all the more pervasive because quences, on one hand, and of balance of pa o avonary conse
of the ““activist’ stance taken by the AMAG since the very beginning other, arising from its use.” PAYIIERLS DISssures. on the
of its establishment in Greece, on matters of economic policy. Follow- ' It should be clearly realized, at this juncture, th “ 3
ing the recommendations of the Porter Report, and invested with a sense | management of the counterpart funds, which w e’lc{ o un“ilse”
of urgency about the integrity of the Greek anti-communist effort, the the problem of local inflation or the ba’lance of o eX&cer]?aFe e
AMAG assumed a ‘‘hands-on approach”’ to the country’s economic end up setting in motion a vicious circle in te M dcf.u:;.t, could
management. Compared to the modes and practices of British interven- explained in explicit commentary of the periolc‘lms s ‘aqu phis s rz%rely
tion in economic matters (as opposed to military ones), U.S. practice for understanding the modalities of U.S. eco ’ anFl It 15 a cenitral ifem
was far more direct, penetrating, and persistent.” a8 well as illuminating a more general .Pf'ObIerI:loi)nflcff O%ICY & Gineace,
mics. Let us recall that the situation which prevailed I;fllg(f‘rlr;legeegf Itll?g;

;a;;y ;?girl?l?:satnd c}emand, za}nc_l this would, in turn, add large inflation-
e }?a? rga;llc.ly existing ones if the economy could not gear
Jiaitc ity tha a 1 itional dgmand. Another possible effect of the
——— dlczﬁa monetary incomes would be an increased demand
o s is was another danger area since the country’s bal-

payments was in a deplorable state. Therefore, the manage-

Z?Ame.ricanlexperts were pllzla.ced directly ;;vithin the Gre&lf( bureaucr;cyhand gould p;ar- HStatemems i

ticipate in policy making at the top levels. See Lawrence Wittner, ibid. chap. 6. See also ot rtaining to these constraints are 2 o >

A. A. Fatouros, “Building Formal Structures of Penetration: The United States in Greece, COC:I;?EOI:;S‘ For a definitive view, see Economic gz;vagvf- e BuGh. daehbiei

1947-48"" in J. O. latrides, ed. Greece in the 1940s, pp. 239-58. ¥ Study, (Washington, D.C., 1949) especia]];:) p:r‘:.?r; AdngmStraUOﬂ, Greece:
4 and 2.
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time of the U.S. mission’s arrival was characterized by both rapid price
inflation and a large external deficit. But this was not the crucial ele-
ment which threatened the creation of a vicious circle of aid. The cru-
cial element was that there were mechanisms in place which allowed
relatively unimpeded conversion of domestic monetary incomes into
international values. The early relegation of imports to private interests,
and the lack of effective import controls implies that monetary incomes
realized, especially by the domestic upper class, could quickly find its
way to consumer imports, and as Porter had already deplored, these
tended to have a high content of conspicuous luxuries. On the other
hand, the gold policy which had been instituted under the London
Agreement, and which continued in effect until the autumn of 1947,
allowed, equally, the effortless conversion of domestic monetary in-
comes to gold stocks, and even the export of capital in that form. Due
to both mechanisms, a hypothetical expenditure of counterpart funds
could end up being converted to luxury imports or gold and capital
export in large proportion. This would worsen the external payments
position of the country and would necessitate additional aid, which
would again feed enlarged imports and gold hoarding, and so on, to
a vicious circle. On the other hand, this phenomenon would delay the
improvement of local production capabilities and, therefore, the poten-
tial for domestic absorption of new monetary incomes would continue
to lag; the propensity to import or hoard would be reinforced from
that side too.

In the context of the obvious danger of falling into such a vicious
circle of aid, the AMAG formulated its policies accordingly. One fun-
damental principle was that counterpart funds should be used with great
caution, almost to the point of stinginess. A recurring theme in the ut-
terances of U.S. policy-makers in Greece, all the way to the early 1950s,
would be the need to curtail development programs and expenditures
because of inflationary and external payment constraints. As overruns,
both in military and civilian expenditures of government, seemed to
be the rule of Greek political realities (which the Americans did not
seriously challenge), the developmental uses for counterpart funds had
to bear the burden of macroeconomic stringency. As a result, the general
observation, from the period of direct American intervention in Greece,
is that the development agenda, which was initially projected at the

time of the Porter Report, would end up being continuously compro-
mised and adjusted downward.

The most prominent example of that pervasive tendency was fur-
nished by the development program put together in late 1948 through
the joint efforts of the Greek government and the Economic Coopera-
tion Administration mission to Greece (which was constituted under
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the Marshall Plan, and had succeeded the AMAG installed under th
Truman Doctrine). The program formed part of the European overy
effort undertaken and financed by the Marshall Plan IIt) wa reC?Vel’Y
year program vt_fhich would extend from 1949 to 1952; ;:hat esriécl)dour-
the mandated time frame of the Marshall Plan and t}’1e EurIzJ e ‘l};as
covery .Act. Before discussing the program itself, it is pertinenpt tam -
that this was Fhe first formulation of a developjment plan whi (1)1I;10te
be.e'n accomplished by a Greek government since liberation. It = lad
S:rltlcally dependent on the institutional framework of the M.'cu"sl‘lwaalllsPE’IISO
n twc? ways. First, the Marshall Plan made commitments of aid o
a pe::'rzod of time, whereas the Truman Doctrine promised aid o OV;’”
basis of year by year evaluations and Congressional appropri tI'1 .
Thus, as a frgmework for development, the Marshall Plan \gasa 101151;
more conducwe to long-term planning. The Truman Doctrine \Ivnhu'ch
ha'd prgcedec? it, was much more bent on immediate pOlitiC&I—I;III'IIC
erontl.es wh%ch, of necessity, left the developmental desiderat o
sidual items in the economic allocation of aid. Second, the i\/Ial ashn)i“
fola;]efer;:zgvorkdwas (?;1_6 of European proportions (W’est Eurggseaa;ll
, and specific country pro ;
I:fe coordinated on a European sceﬂel? Tlglzgﬁrﬁ:‘;giv;lfiir;el‘u h?ic'l iy
tion was the Organization of European Economic CooperationL?(_f))’rEI;na-
to which t-he Qreek program was also submitted in late 1948.2 A £ &
;j}?ar.?ir;tsrllimphcation ofhthis element of international coordin:altion 325
1try programs ad to complement one another and
for conflict; jecti i g
fucont arlllzlgadcc:;z‘ilggg}ent objectives or allow inordinate duplication
foriﬁfa?egeiellf F;:ggr?;}[ ;::t ;fl(:tcl)]nsll;m?tioq and development, as it was
‘ 48, e basic principle of the Porter R
which was that simple reconstruction of the prew e
a satisfactory goal and that a large develo m(la) t fa‘fr . s
The reconstruction and extension of infraitr e tion War.r_aﬂtf:d-
of agriculture through land improvement anlcllcit;lrze’ t'he feha]?llltﬂtlon
: gation pro
:E\éei]c;i’rn;r:{tu(;frfzc;;j nger generation, and the enhancgméz?os% 311;
2 ! vities Wg?re primary targets of the program. I
Oe:lcl:;,l gggﬁg% ;l;;eb;ooifc?;l;}:l‘es of the program to the origginal recl?
ission, one easi i
resented a quantitative elaboration of the lattsélr? ;gafl;es;il:cicr):sﬁfctrfgr;

2p ;
Or an extensive descri

. ption of the economic mechanisms and the coordinating role

he OEEC

B o ;isee t{mmarluel_Hexler, The Marshall Plan Revisited (Westport, CN 1983)

o levi;] ':‘) fod ;‘}:1 ;glnlzgﬁsuon; _of ;uch investment coordination for a COl:l,ntf"y 01;
: , and in the context of i i iti

e _ immediate postwar i
in Stavros B. Thomadakis, ““Stabilization, DevelopmSnt ” sf:c:ct(m(;1 ons. s
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and development were concerned. Thus, it is fair to say that the develop-
ment agenda which was implicit in the original enunciation of the Tru-
man Doctrine became fully explicit in the 1948 program.

This observation is of some importance with respect to the inter-
pretation of changes in attitudes and policies of the American mission
to Greece. The argument has been made, for example, that the politi-
cal orientation of the American mission had hardened along increas-
ingly conservative lines in the course of 1948 and that, as a result, the
more ambitious schemes for development propounded by ‘‘new dealers”’
like Porter were eventually abandoned.? On the level of everyday mis-
sion policies, this appears to be an accurate assessment; however, on
the grand scale of development policies, the 1948 program was quite
congruent to the formulations of the Porter mission, as we said. The
fundamental reasons for the fact that no such program had been de-
veloped earlier, as well as the causes of the eventual demise of the 1948
program itself, were critically related to causes that went beyond the
basic political outlook of American advisers. But T am running ahead
of my story!

The estimated cost of the 1948 program was enormous. Over the
four-year period of program implementation, the total spending was
projected to be $1.06 billion, of which $592 million would be foreign
exchange expenditures and $465 million would be drachma expendi-
tures. In order to get a sense of orders of magnitude, we should note
that the Greek national income in the years 1949-51 averaged $1.7 billion
per year, and, therefore, the projected expenditures would come to
roughly 60 percent of a year’s national income and the projected
drachma expenditures alone would amount to about 25 percent of a
year’s national income. On another scale of comparison, total aid to
Greece from all sources in the period 1944-48 had been estimated at
$1.2 billion.” Thus, the program for reconstruction and development
would require, over the period 1949-52, an almost equal amount of
resources as had already been provided for aid over the previous four
years, over and above aid needed for current consumption requirements.

The implementation of the program met with very limited success.
Although some program areas, such as reconstruction of communica-
tion facilities (roads, bridges, ports) were vigorously pursued, no doubt
because of their military importance as well as their civilian uses, most
areas of development investment lagged badly. This was due, on oné
hand, to the fact that expenses for current consumption kept running

Mwittner, American Intervention.
2Economic Cooperation Administration, ibid. pp. 11, 28-35.
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ahead of forecasts and absorbing a larger than predicted proporti
of aid funfiS and, on the other hand, to ‘“uncooperative GI;eelI:Obr LOU
vior,i’ which meant that Greek capital was persistently refusing to ‘t: l?—
part in the development effort. We will come back to the Iattir rabe
lem at more length in the following section. As things turned ou[tJ ?h-
1948 program was revised downward in early 1950, with its total o
jectecl_ expenditures cut roughly to 60 percent of the, 1948 forecast IJI'OCi
was virtually abandoned as a coherent framework of action in 19156111126
It shoul.d pe noted, in this connection, that, since the military ¢ ﬂ'.
of the civil war had ended in the course of 1949, the revisiog 0?‘]11 9]5%
and the aba.n.donment of the program in 1951 occurred in the context
01: a ‘‘pacified”” Greece in which the anti-communist state hexd
t.numphed. Thus, one could hardly discover the causes of the dissi .
tion qf the development program in unforeseen military em o
associated with the civil war, Freemae
! The pro_gressive dissipation of the development agenda which
1mt1ally. p.rOJected under the Truman Doctrine implied that, eventu "ﬁas
th? policies and goals of the U.S. economic mission to &}reece o
onentec! to current management or, as it was called at the time ‘:Nere
rfant maintenance’’ of the economy. Inevitably, as development,a f(::ur
ties recede(‘i to the background of policy priorities, stabilization ocf lt\},ll
economy, in terms of anti-inflation measures and ’balance of pa i
recuflf:a'tl.on., continued to hold the center stage. Without large lzleyn;em
mlent‘mmat}ves, economic policies were de facto leading togthe =y
stlltutlon of an economy which, in broad structural terms woulificon-
dlffe.r muc.h f'rorn the prewar one. Notably, this meant thE’lt u.s y
nomlf; pohcy in Greece would eventually come around to the ierts
of Brlt{sh economic intervention in the mid-1940s. One of theprecepts
for which the U.S. could initially project a more ambitious ec;eaSOT_lS
agenda for Grf:ece was, as we mentioned, the fact that the U.S nf(;rc::els
;i grglgsch;;iis eriﬁie:iz il"leifurce zogstr;int than Britain. Yet, by th'e early
) : ar ended, the resource constraint of the U.S
was being tightened, due to the rise of other priorities. Furth - '
:I}ll;: nuasgeegi; gl;;l)‘erl_or U.S. resources through the period 1947-51 Tl;mdonrg;:
i ;mlnate the mecl?amsms which could feed the vicious circle
- perhgg;t fﬁledmhgf;?i% on the IIJart of the Greek bourgeoisie.
tion of developmental aun‘u:)itions.al I’?E?sta\lvacsa ZiseoOf ot 'eventual dlSSiDa}-
nant of the modes and instruments of economic ii?ﬁﬁiégeﬁtﬁﬁ

g
. Sweet-Escott, G, : it ’
B Ni05.15 » Greece: A Political and Economic Survey, 1939-53 (London, 1954),
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U.S. mission established within Greece, and which left a permanent
institutional imprint on policy structures for many years.

The Instruments of Economic Intervention: *““‘Covert Planning”’

One of the most publicized and insistent elements in the platform
of the Greek Communist Party and the broader Left was the need for
national economic planning after the country’s liberation. The basic
justification for this was that the process of economic recovery and
the task of industrialization could not be entrusted to the Greek “‘eco-
nomic oligarchy’” which had never managed to develop the country and
which could not champion popular interests. This thesis was, of course,
repugnant to right-wing circles, and the whole idea of planning became
tainted with a mantle of polemics against private property. Asa result,
the succession of anti-communist governments which wielded power
in Athens did not only reject the substance of planning, but also avoided
the terminology itself. They would speak mostly of “programs,”” “‘poli-
cies,”” ““priorities,”” or “‘coordination’’ but rarely, if ever, of a national
economic plan.”

The commitment to private property and to a ‘‘free’” economy (as
opposed to a “‘planned’’ economy) was not only the centerpiece of the
ideological makeup of the Greek Right. It was also a fundamental prin-
ciple of the United States government and the AMAG. Thus, on the
ideological plane, there was no discrepancy between the U.S. and its
social allies in Greece. A serious dissonance emerged, however, in the
area of economic practice. As we saw, the precepts of U.S. economic
policy in Greece were to bolster the Greek economy so as to make it

““self-supporting,”’ i.e., to rid it of the need for outside aid. Part of
the task involved stabilization. Another part involved development and
industrialization. As we also suggested above, there was the danger of
generating a ‘‘vicious circle’” of aid which would defeat the objective
of a “‘self-supporting’’ economy, and this imposed stringent macro-
economic management which eventually overwhelmed and compro-
mised the ambitious development aspects of the economic agenda. Even
the narrower goals of stabilization and reestablishment of prewar pro-
duction levels, however, were threatened by the possibility of a “‘vicious
circle.”” For that reason, the activist AMAG instituted mechanisms and

2IThe reconstruction effort, which was the natural field for the application of plan-
ning, was administratively divided to the jurisdictions of a High Board of Reconstruc-
tion, the Ministry of Reconstruction, the Ministry of Coordination, and Y.S.E.S.A. the
latter was (in literal translation) the Service for Coordination of the Implementation of
the Reconstruction Plan. Its designation itself conveys the linguistic amalgamation of
concepts and the bureaucratic disjointedness of the planning mechanism.
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instruments of intervention which went beyond the general stringency
of macroeconomic management. The two basic mechanisms which
threatened to set in operation a “*vicious circle”” were to be found in
the areas of foreign trade (the private import policy) and monetary
manggement (the gold policy). Both enabled the transformation of do-
n?estlc monetary incomes to international values. Accordingly, imme-
diate steps, taken by the AMAG as soon as it was estabh‘sheé in the
autur_nn of 1947, were directed to these two areas: The freedom of pri-
v.ate imports was suspended and plans were announced for the forma-
tion of a Foreign Trade Administration. The policy of open market
gold sales was _also suspended, and a plan of market transactions in
“‘exchange f:ertlficates” was instituted. The rapid enunciation of these
measures, hjterally at the stroke of a pen, were, no doubt, dictated by
the economic emergency itself, but also by the desire to ’give a signal
about the forcefulness and the decisiveness of the AMAG’s modus
operandi.

The Foreign Trade Administration was designed as a department
of Qreek government structure but was headed by an American. Its
main purpose was to place imports under control, both in terms of t'heir
compqmtmn and in terms of their total amount. The principal means
by whlc'h the Administration would pursue these goals would be a Sys-
tem. of import licenses provided to private importers for specific cate-
gories of cgmmodities and values. Thus, the Administration would not
act Fo abolish private import trade but rather to regulate its scope and
chqlce of operations. This combination of public guidance and private
action was necessary in order to constrain the almost provocative pro-
curement of imported luxuries in a country with rampant poverty and
great nef:ds for reconstruction. At the same time, the arrangement did
not obviously violate the conceptual premise of ‘“private enterprise,”’
although it went as far as it could within its ideological limits to su’ -
press ‘and redirect all those ““private initiatives’’ which were deem:d
undesﬁuab]e in the specific situation. The installation of the regulatory
mgchmery. on imports was not painlessly enforced. Greek merchants
_vcnced their opposition to it, and resisted its strictures. At least well
}nto 194.8, this resistance was taking the form of refusal to apply for
1mp0.rt licenses concerning commodities which the Administration was
pushing with high priority.?

It is interesting to note, in this respect, that the activist approach
of the AMAG, on one hand, and the apparent recalcitrance of Greek

4
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merchant capital, on the other, fueled differences of opinion within
the apparatus of American policy makers. In a thinly veiled critical com-
ment originating from the Athens U.S. Embassy, the AMAG (which
was a separate organization with direct authority from Washington)
was chastised for being too heavy-handed and too mistrustful of Greek
businessmen. Noting that ‘‘Greek businessmen were not angels, but they
were no better or worse than businessmen throughout the world,”’ the
comment urged a more coordinated approach and consultations with
interested private parties before policy measures were announced and
enforced.” The criticisms which the U.S. Embassy was voicing were
one form of pressure for the AMAG to become more congenial in its
ways vis-a-vis the ‘‘the realities of Greece’”; in the specific context,
this meant the nonadversarial accommodation of mission policies to
the interests and aspirations of the domestic bourgeoisie, which was,
after all, the political ally of the U.S. in the Greek conflict.
Some accommodation did take place inevitably; in the area of im-
port trade managed by the Foreign Trade Administration, it mainly
involved the methods of implementation of trade restrictions. More
importantly, however, the accommodation was evident in the area
of monetary management and foreign exchange policy. On one hand,
the “‘gold policy,” which had been initially suspended, was reacti-
vated in December 1947.3° On the other hand, the plan for mar-
ket transactions in ‘‘exchange certificates’ was also implemented
rapidly.

The ‘‘exchange certificates’” were financial instruments which en-
abled the holder to purchase foreign exchange (pounds sterling and
dollars, in particular) at the official exchange rates. Thus, they con-
stituted “‘rights’’ to procure exchange which was traded in the market
and commanded a price itself. Every time an exporter, for exam-
ple, converted foreign exchange gained from foreign sales, he was given
the drachma equivalent of his exchange at the official exchange rate
plus an amount of exchange certificates corresponding to the amount
of exchange converted. These certificates could then be used by the
same exporter to purchase free foreign exchange for imports, or could
be sold in the open market to somebody else who would use them for
a similar purpose. Thus, the actual price of foreign exchange would
be the actual price plus the value of the corresponding exchange

1bid. enclosure no. 5 (Trade and Commerce).

IThe Jast quotation which can be found in monthly reports is a June 30, 1947 price
of 135,000 drachmas to the sovereign. On December 1, 1947 a quotation reappears at
188,000 drachmas to the sovereign. The increase is almost 40% in a five-month interval.
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certificate.”’ The scheme had three targets: First, to align effective ex-
change rates to ‘“‘black market” rates. Second, to inject a degree of
free use of exchange by exporters into the system, thereby stimulating
exports, and matching export receipts to import payments. Third, to
channel speculative hoarding away from gold and foreign exchang::: it-
self into the exchange certificates. Although the available data do not
allow us to judge the extent to which those targets were fulfilled, it is
only possible to ascertain that the pressure of speculative hoardi;lg in
the form of gold sovereigns was hardly reduced. Open market sales
of gold would persist into the 1950s and would continue to register the
collective fears or calculations of the wealthy classes at times of
heightened uncertainty.®

Underpinning the gold market, the black market in foreign ex-
change, and the unedifying import tactics of private merchants was a
fundamental characteristic of behavior which the Americans would
recognize and deplore throughout the period of their direct interven-
tion in Greece: It appeared that Greek businessmen, merchants, indus-
trialists, and other owners of wealth were not, as a class coor;erating
in the task of reconstruction and in the need to reestablish, normal con-
ditions of production. They were bent on hoarding, speculation, capi-
tal export, and illegal trade, when possible. A/though political}y and
ideqlogica!b) these were the principal allies of the U.S. within the Greek
:soczal Jormation, they did not behave as its economic allies. The prem-
ise of the Truman speech to Congress about ‘‘healthy forces’’ waiting
to carry out Greece’s path to economic progress foundered in the face
of the unruly and destabilizing behavior of the Greek bourgeoisie. It
was this behavior which threatened to institute a vicious circle of aic‘l ¥
It was 'also this behavior which prompted the Americans to seek wa;zs
Fo institute in Greece mechanisms which would accomplish, within the
1deologic?11 f:onfines of the anti-communist state, what the c,ommunists
were mgstmg on accomplishing outside it: establish power over
economic management and accumulation outside the immediate control
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¢ Bank of Greece, Monthly Statistical Bulletin, (various).
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Commift ::dsof t?ehcwaj war is offered by the then American member of the Currency
. See John W. Gunther, Report on my Activities as Ameri

the Currency Committee (Athens, May 15, 1951). T o
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e .S. authorities could in fact represent a rational strategy for Greek owners
. See Stavros B. Thomadakis, ‘‘Stabilization, Development,” sect. F.
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of the Greek bourgeoisie.

The ideological confines of the anti-communist state did not per-
mit institutional solutions which trespassed on private property rela-
tions, nor did they offer sanction to nationalization of private enter-
prise. At the same time, the need for a form of national economic con-
trol had to be fulfilled. The function which readily offered a solution
to this dilemma was to be found in the f ield of money and credit. Three
basic conditions made this choice inevitable. The first was that Greece
was suffering from an objective capital shortage which was reinforced
by local gold hoarding and capital export. Fresh capital made available
to the economy came, therefore, almost exclusively from aid resources,
and the providers of these resources were in a position to monitor and
channel their use without encountering forceful political opposition.
The second reason was that a primary institutional mechanism for credit
control was already established at the time of the London Agreement,
i.e, the Currency Committee, and this mechanism had gained political
acceptance in Greece by the time the American mission arrived. The
third reason was that control of money and credit could operate as a
tool of enforcing production and investment decisions in desired direc-
tions without, at the same time, challenging the formal prerogatives
and the legal construct of private enterprise.

Initially, and under the London Agreement, the Currency Commit-
tee had been conceived as a mechanism of control over the money sup-
ply. Its mandate had been limited to a period of eighteen months. Under
the auspices of the AMAG, the role and the period of operation of
the Currency Committee were greatly expanded. Law 588, enacted in
the spring of 1948, prescribed these expanded functions. It enabled the
Currency Committee to exercise quantitative and qualitative controls
over all loans granted by commercial banks either out of their own funds
or out of funds provided by the Bank of Greece. Quantitative controls
were essentially sectoral allocations of credit to particular uses. Lend-
ing to trade was excluded, for example. Lending to industry was only
permitted if the prospective use was to cover rehabilitation costs or
working capital requirements for expansion of production. In order
to exercise effectively these controls, the Currency Committee was
enabled by Law 588 to monitor closely and continuously the operation
of commercial banks. The essence of quantitative controls was a ra-
tioning function which presumably matched the immediate priorities
of the economy. Qualitative controls, on the other hand, were a much
more penetrating device. Their main purpose was to ascertain whether
the loans granted would be used for the stated purposes, rather than
for speculation and gold purchases. In order to exercise this type
of control, the Currency Committee was enabled to scrutinize loan
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g[;?gf;ct’;c;ntse:lf; jl:y case, as the need arose, and reject them outright
In a move parallel to the reinforcement of the Currency Commit-
tee, the AMAG pushed and enacted, also in the spring of 1948, an agre
ment for the provision of long-term loans out of counterp:;rt fugnde-
These would be directed to agriculture or industry and would b .
trolled by.a Central Loans Committee (CLC) whose structure ancler:rcl::))cll1 .
of operation were very similar to those of the Currency Committeee
In the course of 1948, the CLC granted loans of about $4 million. B :
the end of 1952, a total of $36 million would be used for loans. 3:
of counterpart funds.” Two very pertinent aspects of the operationogf
the CLC are worth noting. The first was that, according to the initial
agreement., loans would be channelled to final users, not by all banka
‘F:ut exclusively by two institutions: The Agricultur’e Bank of G .
in the area _of agricultural loans, and the National Mortgage B Tief_ie
the area of industrial loans. Thus, not only was the effecti\ige fu?lgt' =
of cr?dlt a{locgtion and loan selection being vested in the CLC, the rarllon
of f}nancml intermediaries was also restricted. Traditio;lall tl%e
Agricultural Bank had indeed monopolized farm credits Indfl’stri ‘;
loans, however, were not similarly restricted before the w'ar and ﬂil
move to. makc? the National Mortgage Bank the sole executor’ of th :
Fransactlons signalled a decisive departure from prior practice, and s
interpreted as a gesture of mistrust of other banks, and espec’iall t‘;as
bulwark of traditional financial power that was th’e National B.'a.y k a;
Gre.ece. T}}e second pertinent feature of CLC operation was the i
Fratlonlof.mdustrial loan recipients to a very small group of est;‘t())lpfnci
industrialists who controlled large plants within the countryin a veiiieet
of §ect0r§, and among whom the primary beneficiary was Greece’s mo )t/
emlp':ent industrialist, Bodosakis, whose interests extended in chemi 1S
fertlh.zers, grmaments, and mining.* Thus, the concentration in tlca =
ofa f1n.anc1a1 intermediary for industrial loans was matched b aeTmS
centration of the agents of prospective industrial investmenty o
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The nexus of control and regulations built around the Currency
Committee and the CLC was pervasive and complex in comparison with
the prewar regulatory machinery wielded by the state over the economy.
It would also prove to be a long lasting structure which mediated many
of the crises and the successes of the Greek economy in the postwar
years. It suffices to note that the Currency Committee (whose opera-
tion and composition underwent several changes in the meantime, nat-
urally) was abolished only in 1982.

Many commentators on the Currency Committee and its activities
have noted its overt character as a mechanism of monetary regulation
and credit rationing.” In effect, however, it was more than that: It
was a mechanism of economic planning, except that this planning was
never admitted as such. It was “‘covert planning.”” The functions which
were centralized at the hands of the Currency Committee (and the CLCO)
were truly planning functions. They attempted to match general mac-
roeconomic targets with targets at the sectoral, and even the enterprise,
level. They attempted to allocate social savings and guide production
and investment decisions to gain the targets. They attempted, at a more

fundamental level, to mold the behavior of banks and enterprises to
conform to goals and priorities, and they had the power to monitor
behavior and to impose sanctions for deviations. I do not know that
a full-fledged planning agency does much more than that. The prestige,
the power, and the aura of technocratic ““objectiveness,”” which made up
the social image of the Currency Committee, were also commensurate to
the authority that a fully legitimized planning agency would command.

The establishment by the U.S. mission of a powerful mechanism of
s‘covert planning’’ which embraced foreign trade, money, credit, and in-
yestment was a response to an objective need. This was the same objec-
tive need that the Left had recognized. But under American auspices and
under the political exigencies of the anti-communist state, the planning
function would never directly venture into the sphere of production. It
would seek indirect ways of shaping production outcomes. Credit was
elevated to the primary means of this indirect penetration. The concen-
tration of investment loans to a handful of industrialists was also a symp-
tom of the same underlying tendency. They constituted a small enough
and powerful enough group to act as agents of ‘“‘covert planning’’ and
to counter by their potential or actual monopoly power the more
clemental impulses of their class which were destabilizing the economy.

¥The standard treatment is given in D. . Halikias, Money and Credit in a Develop-
ing Economy: The Greek Case (New York, 1978). This is the best source for the entire
characterization of postwar credit policies in Greece, and the analysis of the effects of
regulation, as it was implemented by the Currency Commmittee.
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The.mtlmate links which were forged by this ‘“‘covert planning”’
would tie the state to the financial sector and to large indu F ,alllmng
prises In a controlling nexus of economic power, and WOuliina enter-
long after the American mission had departed fr,om Greece %ﬁfsevere
out the postwar era, and irrespective of the gencral fortunes of th rgugh-
economy, tl‘us mecham‘sm of ““covert planning’’ would remain ¢ _reek
however, within the limits prescribed for it in the late 1940s anflned’
never gain full command of the economy. It would strive tan \?vou%d
the_ f.orr.ns Qf a “‘free enterprise economy’’ and would defenc(l) tr}?alntam
legitimization o-f private profit. This basic underpinning of th .
was also its basic weakness, since the prescribed prima%' e
ban1$5, large industrial firms) would always seek ways toyeanglents (1.e..,
Qroﬁts, as they should, by actions that contravened the pl arge their
tions of the Currency Committee. Thus, there would aIl) V::lnnlrbig inten-
lems of control and ‘‘leakages’” from stated targets FurthaYS e prob-
side th_e nexus of economic power formed by the st-ate h erbmo;e, out-
laroge m.dustr.lal fi¥ms, there were always large agg’lonierzrtliosl;sarclyc;
;S tﬁggSt:rilgf‘ZBLCh dl_cl not reap the benefits of direct participation
B ontrol. Thus. nomic power but which were also not fully within
only partia‘l comn,lalf(;) \(’;Ttthplannmg” had, at the best of times, gained
v that stabilizati e econorfly. Nevertheless, it is not farfetched
B cial sscend ion and growth in the 1950s and 1960s would reflect
. even | ?HCY and the cqhﬁerence of this nexus of economic
e diat.e A by the agr(z\iiz Scii;::ﬁccnizst of the Greek economy would be
ulation and i
same nexus under the pressure of externaldaglge;;l(;lg;?lﬁ;llsri,igcf]:: “



