The nonesdjudication entrustsent of State projests to local firms sble to
secure foreign loass on o State guarantes is being strongly eriticised

By Curreney Comaittes deoision deted May 3, 1966 published in the offioisl
gasette Ho, 299, Voluse I of June 25, 1968 authorisation was granted to the
dreck teshnigal entersriss WEIOEK-STEP 5.A." to negetiste fareign loans upto &
total of $25 uillion ecuivalemte, under the guaranbacs of the Greek State. The
procecds of these 1oans will be wsed %o {inance varicus basig infrastruoture
projects of the Grock Jbebe Investment budget (wostly reolemtion mad irrigmtion
works), Dased gn State Investment budget data supslied by the Bank of Oresce,
1% rosults $ha$ during the July-September 1968 periot sbove sentioned enterprise

bad already contrasted four loams frem Surepean scurces totaling sbout §11 millien

equivalents a8 follovs:

July 1968 Swioh francs 17 wllom s s v s+ =040 nillien
August 19684 sessundein Sne wi2 g *
September 19683 Ao million cew -85 .
Septesber 19681 ther leans P 25140 W
g v
o leans woe, we yot, not fully known, but, fion informstion in
§ aoeare that bhese losne are of a five year duration with s
interest rate of arcund Tf. liowever, it appears that the proceeds «f these loans
are nok 100K ab per beddise of certain bank SORMANGE wd other sundzy expenses.

Thus an regards the 17 million loan in Swiss france which, eccording %o press
reports, was granted by the Aserican Bxpress Coe of furieh, bank charjes and
other sundxy expesces sscunbed o 695,000 Swise fremss or more than 4% of the
total noainal value, Therefore the actual cost of such lowns will excesd 86,
The prooeeds of these loans converted into drachans hove been eredited to the
Grock State Revemse Gooount within the Smk of irecce and are used for the
finamoing of State reclassticn and irrigation projects, the implesentation of




which has beon entrusted to EDOK-ETEP without the usual “&v‘ml- procedure.

Apparantly tbe pr cent Goverment has adopbed thie procedure in order to incresse

the inflow of forein capital for loosl sost pmjests o a6 %0 aveid my reduotion

in Grescets fareim sssete.

As wo no longer yeceive statistical dsta from the Ministry of Finmoe relating

to the implenntation of the legular and Iwestment Judgets we are not in a

position to kmow wiother these proceeds have been osrmarked o foreign loan,

an internal borrowies or a8 sn Investment budget revemue, ¥e believe, based on
as in the case of the

previcus pr-sosice woborringoboy/Pietal Savings bank credits to the Higiwaye Pund

for ot coudtwastion, tinf U Be i w02 dhov W qupiiod ot Vivee

earnings vidl bt treatod aa 8 State Inveskaent revenue and not 8o an imternal or

an exbernal Morrowinge As 8 Pesult that by tie end of the year the Greek State

Budget «11] shew o lower velume of foreign borrowing.

There are sl 15 implications affecting balance of payments transsctions.

2 It appears et Guring the Jamary-tugust 1968 jeriod the $6.7 nillien inflow

of adove oredity _T;;'L treated as @ ireek State berrowing under offisial

fimming, The AWbovay believes that this ssoust wee ither included under

Private Capital Inflow ore more probebly, usder Iuvisible Receipts (other
remittances), In fact rther kewittamces under Invisible leceipts rose during
the July-dugust 1960 wriod by $11,0 millien while in the compareble 1967 period

there way an inczosse of $5.4 millione

This unorthodox mcecure of entrusting the execution of lakge approved State
Tivestsent wojects directly %o certain firms mich as "NDOP-STEP" without the
normal adjudiontion procedure hes been strongly eritieised in two artisles of
the newspager “971A, translation of which is attached,




¥ e

The above aer two articles are of particular impartance in view of

the fact that the local press is etill wnder cemtrols According to the

opinion voioed by ST\ the entrustaent of the execution of projects to

private § the normal adjudication procedure leads to a
eubstantial inereass in the oversll cost of ihe jwoject mnd therefore
1 Joot burden ou the Oreck State Sudget. The ergument
anl. tirss o able to obtain forelsn lona to timamizg
Wojeota which fnvekving invelve nostly losal expenditures is not valid
in view o o the Oreek Governseat guarantees these loans 100%

and 1o respo ‘or the Tepsyment of these loans in forelgn excha




