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Greece's debt problem is deeply rooted and, unfortunately, there is                  
no easy way out.

When the euro was first introduced in 1999, Greece was left out because of its
high budget deficit and inflation. Embarrassed by the isolation, Greece 
appeared to clean up its act and fix its finances and macroeconomic 
fundamentals. By January 2001, it was able to adopt the euro as official 
currency.

Task 01: What happened in Greece between 1999 – 2001?
………………………………………………………………………………….

In November 2004, however, Greece admitted that it had fudged its figures to
gain entry into the Eurozone. Its budget deficit had never been within the EU 
limit of 3% of GDP since 1999. It was also revealed in early 2010 that Greece 
had paid Goldman Sachs and other banks to hide the true amount of its debt 
and borrowing.

Euro adoption by Greece led to a cycle of debt-financed growth and            
deficit-spending. Access to cheap funds allowed it to continually            
pump-prime the economy, leading to higher growth.

With higher growth, government officials found it right to reward themselves
with higher incomes and pensions and generous leave credits and bonuses. 
The bureaucracy was also bloated and overstaffed.

When it became clear that the spending spree was unsustainable, creditors 
and the EU together with other international institutions such as the IMF 
demanded that Greece cut its spending, including wages and pensions.

Task 02: What was the effect of Greece’s early and immature entry into the 
Eurozone. 
………………………………………………………………………………….
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