
“Marshall-Plan for Greece”

Jassas and kali spéra!

Allow me first of all to express my gratitude for the invitation to speak to this 

distinguished audience (in this lovely city). 

Greece is very close to my heart – both professionally and personally.

I recently had the pleasure of spending a short vacation/working holiday in this 

region. Apart from the scenic beauty and the generous hospitality, my talks with 

most of the Greek people I had the opportunity to meet, pointed to the well known 

problems, but also ended with the impression that you are a strong people, that you 

can cope, but that a clear perspective is needed. 

Today I would like to spend less time describing the problems and talk more about 

the perspectives. It is all too well known that the Greek economy is still in a very 

difficult situation. Stuck in recession, overall output is expected to fall by 4 to 5 

percent this year. The economy is undergoing a major overhaul and austerity is the 

order of the day. A swift recovery is needed if the ambitious consolidation targets are 

to be met. Without growth, the debt mountain will continue to grow.

Can a “Marshall-Plan” for Greece help in this situation? The idea has been doing the 

rounds for a while now. Indeed, [my boss,] Michael Diekmann – chairman of Allianz 

– was one of the first to float the idea. In a magazine interview [back in May] he 

stated: “We need an industrialization plan for Greece, a sort of Marshall-Plan. We 

must shift jobs and production from all across Europe there. Why not relocate 

factories to Greece rather than to Eastern Europe or Asia? That would help the 

Greeks enormously.”

The idea of a “Marshall-Plan” conjures up the image of a massive inflow of funds 

into a country used to rebuild a shattered economy. Let us recall briefly the details of 

the original Marshall Plan. Officially known as the “European Recovery Plan” (ERP), 

it was the huge American program to rebuild ravaged European economies after the 

end of the Second World War. It was named after the then US Secretary of State, 

1



George Marshall. The plan was in operation for four years beginning in April 1948. 

More than 15 European countries received aid totaling just over 12 billion US dollars 

– in today’s money that equates to around 71 billion euros. Greece was among the 

recipient countries, but the biggest fund went to the UK and France and to Germany. 

Of course the backdrop behind the original Marshall Plan was very different from 

today. In US eyes, the restoration of western Europe was not driven solely by 

goodwill and economic common-sense, but also by the desire to establish a strong 

bulwark against the communist east. 

The Marshall plan was a big success, it helped lay the ground for what proved to be a 

remarkable period of economic growth and rising prosperity in Western Europe in 

the 1950s and 1960s. But its value stemmed not so much from the direct impact of the 

funds deployed but rather from the kick-start it gave to liberalization policies and the 

removal of trade barriers. And from the signal it sent – there was a perspective!

So is a kind of Marshall Plan the answer to Greece’s problems today? Part of the 

answer, definitely yes, although the situation we face now is obviously very different 

and requires different solutions.

A first question concerns the strategic sectors for the Greek economy. Following the 

discussion in your country and other parts of Europe, my impression is that there is 

some convergence of opinion on this matter. 

Obviously, tourism and all related industries have a high potential for the country. 

Shipping and trade is strong in Greece and could be further developed especially 

against the backdrop of the revolution and the likely opening of many MENA 

countries in the coming years. And, of course, renewable energies are a strategic 

sector and an export potential – sun and wind are available in abundance, offering 

Greece an enormous competitive advantage. The focus should also be on promoting 

small and medium-sized businesses, not on big industry.

Similar conclusions have been reached at an investment summit for Greece held by 

the German economics ministry.  The aim of such investment summits is to activate 

private investment and encourage the German and other industries (including the 
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famous Mittelstand, the small and medium-sized companies) to come up with ways 

of helping their Greek counterparts. 

The crucial success factor is whether favorable conditions for investment are put in 

place. Financial incentives are helpful, e.g by low subsidies or investment support by 

the funds of the EU- commission. But above that investors always look at some 

general considerations: 

• Good transport infrastructure

• Low production costs

• Qualified labor force

• No cumbersome bureaucratic hurdles and an efficient public administration 

• Financing needs readily available

• Legal protection fully up to EU standards

On all these issues, there is certainly a lot of work to do (not only in Greece by the 

way). The Troika comprising of the EU, the IMF and the ECB is trying to provide 

some assistance on these issues, e.g. in meeting the need for a functioning property 

registration system. Also the tax collection system is still in need of repair, as many 

Greek people have told me. Greece should have no qualms about allowing EU or 

other officials to offer technical expertise.  

Another important question is how to use the EU structural and cohesion funds. 

Wisely, the EU Commission has just relaxed the rules on these funds.  The 15% co-

financing rate – that is the money a country needs to put up itself before funds are 

released – has been slashed in most cases to a mere 5%. This translates into an 

additional EUR 879 million that the EU would provide, rather than the Greek 

government, in projects financing. Greece has received just EUR 4.9 billion of EUR 

20.2 billion of EU development funds earmarked for it from 2007 to 2013 and the 

European Union sees the accelerated use of the undisbursed money as a way to help 

boost growth. 

How should the funds be deployed efficiently ? Care must be taken that the funds 

are targeted sensibly. Spending should be focused on:
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• the extension and, perhaps more importantly, better maintenance of existing 

traffic infrastructure. Two of the key sectors for future growth, tourism and 

shipping, require well-functioning transportation facilities.

• support for higher education, promotion of universities. Quality of curricula, 

student grants to facilitate access. A well-educated workforce is essential for 

the shift to high-technology manufacturing such as solar energy.

• lending to small and medium-sized companies currently struggling to get 

investment loans due to the uncertainty in the banking sector.

• support for retraining of the unemployed.

• enabling internal devaluation via temporary wage subsidies. Wages are cut, 

employees receive partial compensation. This would reduce company wage 

costs, enhancing Greece’s attractiveness as a business location. 

• support for so-called “lighthouse innovation projects”; targeted promotion of 

economic sectors with higher value-added, also crucial for the shift to high-

tech manufacturing.

Other ideas to help the Greek economy include the creation of so-called “special 

economic zones”(SEZs) where administration can be simplified and where special 

tax and labor laws apply. These would provide a one-stop-shop on planning issues 

and legal questions, helping to simplify investment approvals and removing 

regulatory barriers (reduce production costs via lower taxes, levies, import duties 

and the like). Given Greece’s low competitiveness and the resultant large current 

account deficit, export promotion zones (with financial as well as legal incentives) 

could be particularly suited to boost growth.

Lessons drawn from experiences with SEZs in the past include the following:

- In order to avoid heavy capital expenditure by the government, SEZs should 

be established close to existing infrastructure.
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- Uncompetitive policies such as tax holidays or poor labor policies and 

practices have performed badly and should be avoided (negative example: 

Dominican Republic)

- Instead of fencing off areas solely for SEZ-companies, SEZ-licensed and non-

SEZ enterprises should be allowed to set up facilities in the same area. This 

reinforces the creation of backward linkages to the rest of the economy 

(positive cases: South Korea)

- Private and public-private development and administration of SEZs have 

proved to be superior to solely public approaches

- Providing enterprises relief from heavy regulation (e.g. removal of import and 

export licenses, automatic foreign exchange access, accelerated custom 

inspection procedures) has turned out to be more important than providing 

financial incentives (positive cases: Kuwait, Jordan)

Such SEZs would lure capital into the country, above all foreign direct investment. 

The import of manager know-how and technology can have positive spill-over 

effects on the rest of the economy and help fuel self-sustaining growth. They can 

serve as “learning regions” where potential nationwide reforms and deregulation 

processes can be tested. As testing beds, they can also bolster confidence in the 

government’s will to reform. 

Special economics zones have been shown in the past to work successfully in other 

countries (China and India spring to mind, but also Bulgaria and Hungary and, 

above all, Poland), boosting the creation of new start-ups and getting business off the 

ground. Once the new firms have established themselves, the special rules can be 

lifted.

However, after these songs of praise for SEZs, we should not forget that Brussels will 

be reluctant to accept exceptions to the stringent EU state-aid and competition laws 

for long. A number of eastern European EU members were required to phase out 

their special zones upon accession. They are unlikely to take kindly to any special 

status for Greece.
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But it has to be decided where to set up special economic zones. In my view it makes 

sense in Greece’s case to focus on some already growing regions as well as on some 

less developed regions where land, wages and prices are even more attractive for 

cost sensitive investors. 

All told, it should be stressed that SEZs cannot be a substitute for a broad trade and 

investment reform strategy for the entire economy. Rather, they are one instrument 

within a portfolio of complementary measures to boost FDI and exports. 

I am confident that, with the support of its EU partners and with its own instilled 

determination, Greece will be able to turn the corner. But it’s not going to happen 

overnight. The only place where success comes before work is in the dictionary. 
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