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GREECE AGREES BASIC TERMS TO UNLOCK DELAYED BAILOUT
- 10.04.2017

BBC (7 April 2017)

Eurozone finance ministers say they have agreed with Greece the main elements of a deal to
unlock a delayed bailout payment.

Greece is now part way through its third eurozone bailout programme, worth up to 86bn euros
(£74bn).

The programme has encountered repeated delays as the lenders monitor compliance with policy
conditions.

Technical officials are expected to return to Athens soon to complete the negotiations.

The "in principle" deal, as European Economic Affairs Commissioner Pierre Moscovici called it, was
agreed at a meeting of eurozone finance ministers in Malta.

The main elements in the latest agreement are commitments to reduce spending on pensions
from 2019 and to collect more income tax from 2020 by lowering the tax-free threshold. Together
the two measures are intended to improve the Greek government's finances by the equivalent of
2% of the country's economic activity, or GDP.

To sweeten a pill that will be unpopular in Greece, the other eurozone countries agreed that
Athens would be able take other measures to stimulate the economy, if the government finances
perform better than expected.

Dotting the i's

The next step is that technical experts from three European institutions and the IMF will return to
Athens to try to negotiate the remaining details.

The Dutch Finance Minister, Jeroen Dijsselbloem, who chairs eurozone ministers' meetings, called
for them to put the last dots on the i's and reach a full agreement as soon as possible at staff
level - that's the staff of the institutions involved in monitoring the programme.

That is needed before there is political decision to make that delayed payment. Once there is a
staff agreement, Mr Dijsselbloem said that the Eurogroup ministers would also look at the targets
Greece would need to aim for in the government finances after the last bailout payments are
made (due in 2018) and the question of debt sustainability - which means debt relief beyond what
the eurozone has already provided.



Debt relief previously has been in the form of reduced interest rates and longer payment periods,
rather than reducing the amount of the principal sum that must ultimately be repaid.

Further debt relief is likely to be in a similar form. Eurozone ministers have said it many times and
it's politically more difficult for them with domestic political audiences if they were to explicitly
write off a chunk of what they have lent.

Credibility

The International Monetary Fund has long argued that Greece needs more debt relief. That has
been behind its reluctance to contribute financially to the third bailout. (It did chip in to the first
two). Its involvement in the third so far is as an adviser and monitor of Greek performance.

The rest of the eurozone, but especially Germany, would like the IMF to put some money in. That's
not so much for the sake of reducing the eurozone contribution as for the better credibility they
think the programme would have if the IMF did stump up some money.

But IMF staff are so far unwilling to even recommend it to their board, which is made up of
representatives of the agency's member countries.

After the Malta meeting, IMF spokesman Gerry Rice said: "We are at a point where we think there
are good prospects for successfully concluding discussions on these outstanding policy issues
during the next mission to Athens.

"Such an agreement on policies will have to be followed by discussions with euro-area countries to
ensure satisfactory assurances on a credible strategy to restore debt sustainability, before a
programme is presented to the IMF executive board."

The key deadline for the next instalment from the eurozone is July. Greece needs additional funds
for debt payments that fall due.

In Athens, the Greek Prime Minister Alexis Tsipras said: "The Greek economy is ready to leave the
crisis behind it."

But there is a lot of scepticism about that. Hugo Dixon of BreakingViews says that the current
discussion will only buy Greece some more time, until mid-2018. Thereafter, he argues, Greece
will probably need a fourth bailout.
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