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ForeWord'

- This report discusses the forergn drrect investment pohcres of Greece It is

based on an examination by an OECD Workmg Group made up of representa- |

tives of the Commlttee on Capital Movements and Invisible Transacttons (CMIT)
and the Committee on International Investment and Multinational Enterprises
(CIME) The role of these Commrttees, whose members are officials from minis-
~ tries of ﬁnance, commerce, trade and mdustry, and from central banks, is to
'promote liberal, non-drscrrmmatory forelgn investment pohcnes through the
- OECD’s Code of Lrberahsatron of Caprtal Movements and its National Treat-; "

~ ment Instrument

" The substantive mformatron in thrs document reﬂects the situation over the |
period up to December 1993, ‘when. the aforementloned Committees completed
~the exammatron Some factual updatmg has been made thmugh February 1994.

Thrs report was revrewed and adopwd by both Commrttees and derestncwd
by the OECD Councrl on2 June 1994 Factual updatmg has been made through
February 1994 . : ,
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~ Introduction and summary

© Over the: 25 years leadtng up to l980 real economtc growth in Greece was
the second’ htghest in the OECD area, after that i in Japan But in the early 1980s,

the fundamentals favounng foreign investment in Greece have been affected by

macroeconomic instability, as well as the global declme of foretgn dtrect invest-
‘ment; Greek: economrc growth has fallen well below the OECD average dunng
--~the past decade W g S e SRR ,

Spurred by the drtve toward European mtegratron however Greece has
been posmomng ltself as‘a more attractive prospect for forergn investors. The
authorities ‘have been pursumg broad economic stabxlxsatxon polncnes to curb
inflation and the governrnent deficit. Reforms undertaken since 1986 in the area
of financial liberalisation have consnderably changed the structure of financial
markets ‘and ‘contributed to their fast development Moreover, reforms of the
~ labour ‘and- product markets have 1mproved the’ functxomng of these markets.
Corporate taxation was lowered Prtvate investment has been’ promoted through a
‘wide range of - financial -incentives: for investment 'in’ priority industrial and
regional-areas.: A prlvatrsauon programme was 1mplemented ‘Foreign' investors
directly benefit- from the liberalisaticn of. ‘exchange ‘controls, which has recently
~enabled: Greece..to' accept the- obltgatrons under Artxcle VIII of the' IMF Agree-
ment. The attractron of forergn capttal parttcularly in‘the’ form' of FDI, has been-
tdenttﬁed as:an; 1mportant aspect of: development pohcy Forengn investors ‘can
also. seek to protect rnghts over: thetr capltal through specral constrtutronally"
guaranteed legislation. ,

 This Report suggests nonetheless that Greece can and should do more. On

the regulatory front, Greece could do away with administrative red tape and

remove remaining discrimination agamst non-EC investors — parttcularly regard-
~ ing foreign ownership in the banking, mining, broadcasting, and transport sectors



and in Greek border regions. Foreign and national investors alike would respond
favourably to further efforts to improve the financial market infrastructure and
the introduction of more flexibility in labour and product markets, which would
build on the progress achieved over the past years. Consideration for simplifying
and facilitating the use of the existing system of investment incentives by all
investors is also well-advised. o

Certainly, if Greece wishes to attract more foreign direct investment, it
should not stray from its macroeconomic adjustment. An important contribution

to such adjustment can be made by cOntinuing the privatisation of inefficient

public enterprises. More liberal foreign in_vesnngpt. policies should facilitate such
privatisation, as would removal of ‘the remaining monopolies and concessions

arrangements that protect these enterprises. Those policies will instil competitive

discipline into thcse»former:l'")_'_riglosed sectors. .

- Provided that the recent momentum can be képt up, the fundamentals

favouring investment in Greece should continue to improve. Bordering on East-
ern Europe to the north, Turkey to the east and open to the Mediterranean sea to
the south-west, Greece sits at the commercial crossroads of both Western and
Eastern Europe, the Middle East and Northern Africa. Greece is also relatively
rich in minerals, notably lignite, bauxite and magnesium, but also oil and gas.
Greece also retains a competitive labour cost structure, which can be helpful in
exploiting newly emerging manufacturing and service sector opportunities.
Indeed, foreign direct investment offers Greece a means to catch up with other
OECD countries (Table 1). . = ST e
The present report is organised as follows: Chapter 1 analyses Greek FDI
trends and the role of these flows in Greece's economy: Chapter 2 examines
Greece’s FDI policies and its position. under the Code and the NTI. Chapter 3
contains preliminary conclusions. Chapter 3 reproduces Greece's current position
under the instruments. Annex 1 details Greece’s current position under these two
instruments. Annex -2 contains general statistics concerning foreign direct invest-

ment in the OECD area.
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Chapter 1

The economy and forelgn dnrect 1nvestment
o o in Greece o

1. Introdu.c'tion%" ’

e *'-:"T_The share.r of the manufacturmg sector in Greek GDP is’ less than 20 per .
‘cent ‘and’'the’ sector aczounts for! around ‘c '_A_half of: export revenue. The main
’export products are processed food'and beverages, clothmg and textiles, cement,
- and’s some other: manufacturmo goods' stortcally, however, Greece s reliance on
'Vforergn caprtal goods and energy ‘has entalled that it 1mports more goods than it
f;exports The, balance has tradrtlonall ’heen made up -by. a strong invisibles -
{posrtton, reﬂectmg revenue from the'i ey* sectors of tounsm and shtppmg as well
©.as. emrgrant i) -and’ net_ income, transfers from the European

BRA : =W ar penod .and relatwely hrgh ﬁscal deﬁcrts in

;the 1970s and l980sv caused Greece to shp economlcally relattve to many :of its -
L_EOECD partners Inefﬁcrencres in’ the mdustry Were: sustamed by trade: protectlon
‘and: govemment subsrdres, budget deﬁcrts fuelled mﬂatmn and:made it necessary
to devalue the currency Domesttc and forergn 1nvestor conndence bemg under-

sl f EC rmtegratxon, Greek authorrtres have set out to
-undertake maJor reform The: apphcatlon of - the first .stabilisation programme
--'.(October 1985) and the'p__ogramme for the: .rberahsatton of. the financial system
<and:of’ mternatlonal commercral transactrons led to an applecmble improvement
~of the prospects for economtc development However, the. pohncal mstabrhty in
1989 and 1990 affected. publxc finances and economic’ development seriously. In
1991, the Govemment launched a}“Medlum~Term Adjustment Programme”’

1n



designed to clamp down on the budget deficit and inflation over three years. The
Programme was revised in August 1992 to reinforce its effectiveness in shrinking
the budget deficit and curbing inflation. Tight monetary policy and wage restraint
in the public and private sector have been actively pursued under the Programme.
In the first months of 1993, the Convergence Programme 1993-1998 was
approved by the Community; it was aimed at achieving all the Maastricht criteria
for full participation in the Economié_ and Monetary Union. Further, major
progress in the liberalisation of capital movements has beea made in 1993, and
privatisation and deregulation policies have been pursued to boost competition in
the economy. - |

As the 1993 OECD Economic Survey of Greece indicates, the structural and
macroeconomic adjustment policies initiated in 1991 are gradually bearing fruit.
GDP-grew at 0.9 per cent in real terms over 1992, mainly supported by a surge in
productive investment. Moreover, the inflation rate as measured by the GDP price
deflator fell to 12.8 per cent in 1993. ‘According to the OECD. projections, the

inflation rate may fall below the 10 per cent mark before the end of 1995. The

public sector borrowing requirement (PSBR).incmased fmm _9,2 per cent of GDP

in 1992 to 14.0 per cent of GDP in 1993. . .. L
By OECD standards, Greece has historically attracted a relatively high level
of inward foreign direct investment (FDI) (Charts 1 and 2), which is undoubtedly
a reflection of the relatively small size and openness of its economy. Over the
course of the 1980s, however, Greece’s relative ranking slipped. The FDI
remained relatively steady as a percentage of GDP, while the importance of FDI
to most other OECD economies increased notably. Most FDI into Greece comes
from the European Community, with the larger countries (Germany, France and
the United Kingdom), as well as the Netherlands (the home base of many large
multinationals), accounting for the lion’s share. - - L e e
Underpinned by foreign interest in the food and beverage industry, manufac-
turing appears to have accounted: for around one-half of FDI in the late 1980s
— more than twice the manufacturing share of domestic production. Other impor-
tant sectors for foreign investment have been catering and hotels (tourism) and,
increasingly, finance and insurance. Most industrial FDI into Greece appears to
consist of mergers and acquisitions; de novo establishment in the industrial sector
comprises a relatively small share, but has recently been much higher in the
commercial and services sectors. o oo '

12



Chart2. FDias a percentage of GDP and GFCF o
19811982 ' '




The total amount of outward direct i mvestment by Gneek firms in the period
1990-1992 was about US$160 million, of which 75 per cent was attributed to
three sectors: msumncelbanhng foodlbeveragesltobacco, and non—metalhc min-
. erals. In the total amount, 468 per cent was mvested in the - United States
(3 investment proyects) 30 per cent in ‘the EC member stales (42 projects) and
22 per cent in the former centmlly planned economies such as Bulgana, Albam 1
- and Romama (44 pmjects)

_’2. TheeconomvandaggregateFDItmnds

a) Data asdmethodologu-altssues

Unhke the OECD benchmark ﬁgure of 10 per cent, there is no quantmmve
threshold for deﬁmng a du'ect 1nvestment relatlonshnp between a resident and
non-resident enterprise in Greece Instead, the cntenon used by the authorities is
that of **effective control”, as determined on a case-by-case basis. Furthermore,
according to Presidential Decree 207/87 (art. 9) - abolished by Presndentlal
Decree 96/93 — data for Gneeoe s balanee of | payments on forelgn direct invest-
ment should exclude loans between a subsndlary and a parent company — unless
these loans have a minimum matunty of five years ‘and mvestments in real
estate (even if associated with a direct mveetment) Real estate mvestment should
bereporwdsepamtelybecauseofrtsunportance ' e

. Analysis basec. on Greek balance of payments data suffers from the follow-
mgsenoushmltanons. I

i) FDI datn"do not dxstmgmsh fomexgn dlrect mvestment from portfoho, )

~ investment;” A |

i@i)a breakdown by mdustry,‘:or mvestmg country 1s not avmlable

m) mvectment in. real ectate, even_ if. a.ssoclawd wnth dmect mvestment, is

rv) there ane no avallable data on re-mvested 'proﬁts, the stock of forengn‘
mvestment outsmndmg hqmdatlons or repatnatlons of forergn direct
| mvestmentsoroutward duect mvestment ﬂows e A .

Nonetheless, some desegregahed mformatron is avanlable from the
authonsauons data whrch are. generated as a product of the forexgn direct

14



investment apphcatxon procedures required by the Bank of Greece and the Minis-
try of National Economy. These data are available from 1987 and can be desegre-
gated by country of origin, by sector and by de novo investment versus merger
‘and acquisition. The data, however, cover planned and not reallsed investment.

Having recognised the 1nsufﬁc1ency of the present system of balance of
payments data regarding foreign investment, Greek authorities are in the process
of restructuring their data collecting system. Wllh the 1mplementat10n of Presi-
dential Decree 96/23.3.93, the Ministry of National Economy and the Bank of

N Greece transferred the responsxbxhty of reviewing authenticity. and legality of

forergn direct investment to the commercial banks. Henceforth the commenclal |
banks must communicate these data to the Bank of Greece

b) Trends over the 1980

Over the latter half of the 1970s, FDI flows (as approximated by balance of
' payments data) into Greece averaged around 1.5 per.cent of GDP. At the time,
this level of foreign investment was quite: high by mtematmnal standards
Greece s FDI/GDP ratio was consrstently one of the three highest in the OECD
- area (a portion shared with Ireland and the United Kingdom) and around twice
~ the OECD average. In nominal terms, Greece entered the 1980s attracting forexgn
' capttal inflows of around US$700 million per year (Table 2). No doubt, these
levels of investment reflected foreign investors’ ‘confidence in Greece’s future
- Greece offered a substantial development potenual and, by the turn of the
decade, had acceded to the European Community. Compared wrth the OECD _
average, Greece was growmg quite strongly; mﬂatron ‘was kept in check and

| 'govemment financed in good order. - | |

During the ﬁrst half of the 1980s, however, economrc mstabnhty mcreased
Mounting inflationary pressures finally boiled over in the wake of the 1979 oil
price shock, which also depressed real incomes. Price controls and deficit-
financed public spending followed, but resulted only in further squeezes of
corporate investment and in stagflation. The economy became saddled with a
major public sector deficit, a balance-of-payments crisis and ,a}spatevof inefficient
publicly controlled enterprises. In nominal terms, foreign direct investment
* remained virtually stagnant at around US$ 750 million per year over the period,

15
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-and in relatxon to GDP it fell back shghtly The average OECD FDI/GDP ratio
also eased over this penod | |

~Conscious of the need to avord a further devratlon from the development
paths of its EC nerghbours Grecce has been grapplmg with its economic adjust-
ment since the mid-1980s. An austenty programme in 1985 and an investment
incentives package in 1988 succeeded temporarily in easing inflation,. reducmg ‘
the balance: of payments deficit and restoring business confidence before the
~ economy lurched back into crisis in 1990. Nevertheless, in line with many OECD
- economies, forelgn investment in Greece has risen strongly over recent- years
from US$ 763 million (1.9 per cent of GDP) in 1986 to US$ 1891 million
(2 8 per cent of GDP) in 1990, and ltS share of total FDI investment in OECD
’ Member countries has levelled out at _]llSt over 1 per cent However, unlike the
srtuatton of the late 1970s, FDI flows into Greece as a proportlon of GDP ane' |
now only moderately hrgher than the OECD average |

A new economic adjustment programme was launched in 1991 It combmed ,
- structural reforms, such as pnvatlsatron with ttght monetary and fiscal targets,
and was intended to bnng the economy back:on- track wnhm three years The
adjustment programme has certamly contnbuwd to improving the economic
- performance of Greece, although the recovery seems slower than expected. With
 the adoption of the Convergence Programme 1993-1998, the Greek Government
intends to continue the ongoing effort to achleve the Macroeconomic targets set
m the Treaty of Maastncht T e |

3. FDI by_couhtry and industry

“Authonsatxons data pmvrded by the Greek authormes suggest that
57.7 per cent of fonetgn investment into Greece between 1987 and 1989 came

from the EC area (Table 3 and Chart 3). Among the EC member states, the o

' Umted Kingdom and the Netherlands (mcludmg mvestments by the subedranes
of large US-based compames) were the prmcrpal mvestors, ‘and were followed by
France and Germany The most 1mportant sector in terms of FDI activity was that
of manufacturing, which shared 50.1. per cent in total FDI Smce the share of the
manufacturmg sector in GDP was 19 per cent in the same penod the importance
| of FDI in the sector may be emphasxsed Among the sector, food/beverage

RV
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accounted for 18.2 per cent in total FDI, which reflected the major FDI in
brewing from the UK and Germany and in confectionery from Switzerland.
Besides manufacturing, other. sectors . such_ as catering/hotels and credit/
- insurance were also important for FDI in Greece during the period 1987-1989
(24.0 per cent and 11.6 per cent of GDP, respectively). Interestingly, the share of
transport/communication sector in total FDI was 1.7 per cent, which was signifi-
cantly lower than the sector’s share in GDP: 7.5 per cent. The share of EC
member states' in FDI into Greece has increased sharply over time - from
57.7 per.cent in the period 1987-1989 to 89.7 per cent in 1992 (Tables 3 and 4).
The share of FDI into Greece in the credit/insurance sector has risen much more

than thatf'bf.caterig“g/h‘ot‘els.' R s A

The share of FDI from the non-EC area between 1987 and 1989 accounted
for 42.3 per cent, one-half of which was by other OECD countries including the
United States. Of this,, the United ‘Staies accounted’ fdr,\g_r\xfy;-;féufth;—n or 5.2 per
cent - of total FDI, which is broadly in line with its share in Greek trade.

Lastly, of note is the high share-'of FDI in the form of mergers and acquisi-
tions as compared to those of minority participation or joint venture (Table 5).
Indeed, much of the increase in Greek FDI over recent years has been in the form
of foreign acquisition rather than greenfield investment, This relatively small
share of greenfield investment is"in contrast ‘Wwith the situation in other smaller
OECD economies. ) ~ ‘ ‘
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- Chapter 2

The Greek regolatory framework today

There are relatlvely few regulatory restnctrons on inward ‘direct mvestment
in Greece that are’ ermrely motivated by econom1c considerations. Though part of
public- oplmon st111 occasmnally voices concern “about 1ore1gn ownershlp, the
'authormes have been pursumg pohcles ‘that - are supportlve of inward direct
mvestment recogmsmg the 1mportance of forelgn direct investment for economic
| development ‘With Presidential Decree 96/23.3.93, forelgn investors, both from

EC and from non-EC member counmes, are no lon ger subject toa genexal review
procedure by the Greek. authontles for undertakmg direct investment in Greece.
Comrmercial ‘banks have now been delegated to: assess the authenticity and- legal-
1ty of prOJects requrred for a postenorz revrew by’ the Bank of Greece.

However, some restrlctlons on- 1nward dlrect mvestment from non-EC
- member countries, which are not appllcable to that from EC member countries,
- still remain 1n force These are either reg1ona1 restrictions, reﬂectmg national
: securlty concems in Greek border regions, or sectoral restrictions, reﬂectmg
concerns, to_ensure orderly. explortatron of the mmmg sector .and, the effective
undertakmg of sea transportatron Opportumtles for forergn mvestment ‘may also
be limited, .by: remammg publlc monopohes and concessmn arrangements wrthm
the transport energy. and commumcanons sectors.. !

“To promote forelgn direct ‘investment in Greece the Govemment offers
investment: incentives: largely in‘the form. of tax advantages but also including
interest ‘rate- sub51d1es and- grants ‘These 1ncent1ves are available on the same
- conditions for investment proposals from both Greek nationals and foreign inves-
tors if they meet certain industrial and ‘regional development priorities: In addi-
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tion, forelgn investors may seek further prowctlon under the ‘‘incentives and
protection of foreign capital’® national legislation which guarantees investment
repatriation and ongoing rights over private investment property. These protec-
tions are of lower importance to forelgn investors now that exchange controls
have been abandoned for current opemnons and for the hquldatlon and repatria-
tion of forengn dlreet mvestments ' - :

'Liqudation of new mvestment by EC resrdents was liberalised in 1986 by
Presidential Decree 170. Decision 825/86 oy the ‘Governor of the Bank of Greece
~extended this liberalisation to all OECD inv estors. Furthermore, Presidential
Decree 207/1987 accorded retroactivity to those provisions as from the date of

Greece’s accession to the EC (1 January 1981). In addition, Decision.1790/90 by

the Governor of the Bank of Greece extended that liberalisation to all investors,
who could not liquidate new Investments until three years from the time of
investment. Moreover in the rmddle of 1992 the restnctlons on the transfer
abroad of busmess proﬁts and. rental income were. removed bv a number of
decisions: taken by the Govemor in partlcular Deasxon 2098/92. The restncnons
concerning repatnatlon of capltal mveswd before 1980 by mv&stors from non-EC
countnes are no longer valid after the 1ssue of Prcmdentml Decree 96/93

‘From July 1990, direct investment in EC countries by Greek nationals has
been fully liberalised. By virtue of the Governor’s Decrsnon 2227/30.6.93, the
hberahsatron ‘was extended to the mvestment in non-EC countries as weil. No
authonsatlorz by the Bank of Greece or the Mlmstry of Nanonal Economy 1S now
2. General ,requirem'ents

Greek laws regarding inward direct investment used to be covered by two
basic texts: " Presidential Decree 207/87- covenng direct investment by EC
residents and Decision of the Governor of the Bank of Greece 825/386 covering
direct investment by non-EC residents. Administration of these two iaws was the
responsibility of the Ministry of ‘National Economy and the Bank of Greece,
respectively. Presidential Decree 96/23.3.93 and Decision 2227/30.6.93 of the

~Governor of the Bank of Greece have replaced these texts. As a result, the

administration of the system for inward as well as outward direct investment
from and to EC and non-EC countries- has _been transferred to the commercial
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banks. As before, no distinction is .made bo_et\'veen' non-residents and foreign-
controlled enterprises already established in Greece.

. fa) Revrew procedure

Greece adopted a new review procedure (Presrdentral Decree 96/23 3.93 and
' Bank of Greece Governor’ ) Decrsron 2199/7.5.93) in whlch no general authorisa-
tion by the Greek Govemment is requrred for foreign direct 1nvestment Accord-
ing to the new procedure the interested investor makes a simple declaration to a
- commercial bank. This declaranon 1s necessary for the purpose of a. poste- .
riori verification by the Bank of Greece _The same procedure is: apphed for the
repatriation of the pnncrpal drvrdends and proﬁts as well as the- liquidation of
- investments. The procedure is uniform for EC and non—EC investors, and regula-
tory” responsrbrhty is no’ longer dmded between ‘the Bank of Greece and the
) Mlmstry of Natmnal Economy Only in"the case of border reglons ‘can an
_investment proposal by non-EC residents be turned down for reasons of national
_security. ‘Otherwise, an investment proposal which does not fall into the seetoral
catcgories where authorisation is required will be processed immediately in the
" framework of normal relatlons between a busi ness customer and a: commercial
bank. In addition, there are no specrﬁc regulatlons concermng portfoho invest-
ment in equrty shares except for the sectoral issues referred to in Secnon 6.

| ,b) Border regwn restnctwns |

- Law 1892!90 has modlﬁed the legislation concerning the acquisition of real
estate in. border regions. Definitions of the border regions differ between EC
member states and non-EC countries, and the former covers 22.3 per cent of total -
land area and. the latter 464 per cent. Two types of procedure have been
mtroduced SEEE , . :

‘i) For Greek and EC natronals and compames “special inter-ministerial

- committees have been created at the level of each department or district
in specified border regions; those committees have the responsibility for -

~ granting authorisation for the purchase of land or buildings within their

. boundaries, including those associated with a direct investment. For EC

nationals and companies that have their statutory seat in an EC country
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and a lasting and permanent economic link with this country, authorisa-
tion is subject to the same terms and conditions as for Greek nationals
and companies, even if the company is 100 per cent owned and con-
trolled by non-EC nationals. Authorisation can only be denied on the

grounds of public order, public security or public health.

i) For non-EC nationals and companies, the special committees’ procedure
does not apply. In this case, a decision by the Minister of National
Defence is required, based on national security considerations.

3. Monopolies/concessions and privatisation

At a time when a number of OECD economies were beginning to re-assess
government involvement in certain economic activities, Greek industrial policy
was burdened by the ‘task of réstructim'ng a number of important over-indebted .
enterprises, the economic situation of which had been deteriorating since the
1970s.

Weighed down by the accumulated debts and an inefficiency of several
state-run enterprises, the Government has embarked on a comprehensive
privatisation programme over recent years. The programme is needed to improve
the performance of the Greek economy, to reduce state subsidies and to maintzain
financial support form the European Communities.

In 1991, 14 state companies — mainly small industrial firms — were
privatised, four of which went to foreign interests. In 1992, AGET Hercules — the
largest European cement exporter — was also privatised, as was the Eleusis
Shipyard. Other major privatisations envisaged include the partial sale of the
subsidiaries of the national airline, Olympic Airways, the State Telecommunica-
tions Company, and also some subsidiaries of the National Bank and the Com-
mercial Bank. By September 1993, 43 state companies had been privatised in
total, 50 were taken to liquidation, and 90 more are in the process of
privatisation. _ _

Detailed below are the monopolies and concessions that remain within the
Greek economy. Where possible, the deregulatory and privatisation measures so
far announced for each sector are also provided:!
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Telecommunications: While the monopoly position of the Hellenic Tele-
communications Organisation (OTE) in the provision of most value-added tele-
communications services has been removed by a recent law, it retains the exclu-
sive right to provide voice . telephony services. The Government is currently
seeking to sell directly to the public about 30 per cent of OTE through the stock
exchange. A new national authority, the National Commission of Telecommuni-
cations, is authorised ,t‘d grant licences to hclé_(:ominuniéation companies to pro-
vide new services, either by linking themselves to the public network or by
constructing their own network. For the provision of mobile phone services, a
concession contract is required in- addition to a licence. In August 1992, the
Government awarded two licences for the installation of mobile telecommunica-
tions networks to Italian and French consortia; both launched their operations in
July 1993. According to the EC Council Resolution of July 1993, OTE can
maintain the exclusive right to operate voice telephony services until the year
2003, in principle. The Greek Government has not yet decided whether it will use
this possibility and, if so, how. P |

Postal services: A public monopoly remains for ail traditional mail services
such as letters, documents and postal cards. However, other services such as
“‘express mail’’, can operate outside of the monopoly of the Greek Postal Office.

Railways: The Organisation of Héllenic Railways retains the exclusive right
to operate rail transport services.

Air transport: Olympic Airways retained until recently the exclusive right to
provide almost all air transport services within thie country or to foreign destina-
tions for passengers and goods. The only exception was for aircraft owned by EC
citizens and registered in Greece to transport certain categories of goods, includ-
ing mail, irregular chartered flights and irregular charter flights by aerotaxis
employing aircraft of up to 14 scats. The new Community legislation of 1992
(**third package’’) provides for a transitional period for Greece, after the end of
which all Community air-carriers will be free to do business in Greece. Con-
fronted with financial difficulties, Olympic  Airways is in a process of restructur-
ing. In early 1992 the Greek Government announced that up to 49 per cent of the
national carrier Olympic Airways would be eventually put up for sale; the new
Government is reviewing those plans and is negotiating with the European
Commission the write-off of its debt, which is closely related to the restructuring
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plan Private licences have been issued to operate charter frelght and aerotaxi
services.’ ST . o o

Sthyards The Hellemc Industnal Development Bank (ETVA) 1S negotxat— ‘
ing the possrble sale of the Hellemc and Neonon Syros shrpyards to pnvate
) mterests | , R

Elecmc power The govemment-owned Pubhc Power Corporatlon (PPC)
| has the exclusrve nght to dxstnbute electncrty Whlle the product10n of electncrty _
or any. other form of power is now open to natural or legal persons all producers
are obhged to sell to the Pubhc Power Corporauon all that is not used for thelr
own consumptron There are no plans to sell the PPC. However the new Govern-
ment is w1llmg to 1ntroduce competmon pohcres the form of whxch is stlll to be
decrded ‘ : :

- o1l and gas products Reﬁnmg of crude orl is subject to concessron granted ‘
to. enterpnses by . the authorities. However the _previous . Govemment had
appomted a financial adviser i m order to pnvatlse the state reﬁnerles along with
the state distribution network by the end of 1993. This pnvatlsatlon project has
not been carried out and the new- Government considers the alternative to sell a
limited percentage to the public' through'.the ‘stock exchange:: The Public Gas
Enterprise has the exclusive right to import natural gas. After completion of a gas
distribution network i in agreement with ‘Republics of the former Soviet Union,
distribution of natural ‘gas will be granted to forelgn compames in JOlﬂt venture
arrangements with local authormes . . |

Urban and inter-urban transport: The “Common Funds of Autobus Opera- -
tion™” (KTEL) have been granted a concession until the year 2000:to provide
interurban transport services within each district of. Greece Provision of urban
subway and electric bus services within Athens has also been under concession.
In the latter half of 1992, the Government liquidated the Athens Urban Transport
Authority, which had a monopoly on bus services in Athens. In'its place, six new
companies were allocated bus routes under licence from the Ministry of Trans-

port, and 3 400 bus licences were sold to’ private ‘individuals. In the meantime

however, the AUTA has been re-established, because the new Government con-
sidered that the six cornpanies were not able to operate efﬁcrently, while they
were heavily subsidis sed by the state. On the other hand, a 26-member private
consortium has been granted a contract to construct the Athens metro, which wnll
“be managed by a ‘public utility operatmg under private sector. rules.
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Ports and airports: Ports in Greece are a public serv1ce admtmstered by
autonomous public anthorities under the supervision of the Mlmstry of Merchant
Marine. Existing airports are. operated as decentralised public.services, falling
‘under the responsibility of the Service of Civil Aviation. However, private capital °
"ls to be used i in the constructlon of new alrports in Athens and eastern Crete.

Lottertes bettmg, gamblmg, casmos Ex1stmg lottenes bettmg on football -
games, and casinos used to. be a publlc monopoly. However recently a conces-
sion was granted to a private undertakmg to. mtroduce a new “‘instantaneous
lottexy Law 2166/93 was voted by the Parliament. in the summer of: 1993
permitting private undertakmgs to operate a casino. Meanwhxle ucensmg has
been halted, pending a change i n, the relevant leglslatzon but it.will resume soon.

Employment services: The Orgamsatlon of Emp]oyment of the Labour Force |
~ has the exclusive nght for grantmg of unemployment beneﬁts

4. Other governmental measures

a) Oﬁicial aids and subsidies/tax obligation‘s R N 4'

In order to encourage regnonal development and mvestment in pnonty
1ndusmes the Greek: authorities offer a range of targeted investment incentives.2
These incentives have largely taken the form of tax. allowances and other tax-

related benefits, such as accelerated depremanon and interest rate subsndnes More

recently, efforts-have been made to “rely more .on grants. Both ‘domestic and
foreign investors can benefit from these incentives on a non-discriminatory basis. -
The -authorities are aware of the cost, but consider it necessary to maintain an
active incentive policy to attract both domestlc and forelgn investors to pursue
the restructuring of the Greek economy. ' -

Not all investments quallfy for these mcentwes Only a selected group of
eligible enterprise types. may apply for such incentives and only when making
investments for a select range of eligible purposes. As the focus is on manufac-
 turing industry, subsidies are only available for this sector, as well as for tourism.
Enterprises offering other than tourism-related services are not eligible. Through
such industrial targeting the authorities are attempting to promote only *‘produc-
tive” enterpnses making ‘‘productive’’ investments. Having passed such tests,
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- qualifying mvestment proposals seekmg an mvestment incentive must' obtam
approval in advance from the Ministry of National Economy by subrmttmg a
~ technical/economic study of the proposed mvestment srgned by a member of the
Chamber .of Greek Economnsts - = P :

* Not all ehgtble investment proposals recerve the same level of beneﬁt To
promote regional development the valué of mvestment incentives is generally
larger in the less developed areas- of Greece Some three-fifths  of the Greek
populatlon lives in one-third of the land- area — one-half m Athens- and Thes-
salonika and their outserts alone.? Investments in ‘and around the capttal of .
Athens would not attract incentives, whereas those made in remote areas such as

Thrace (north-eastern” tip ‘of Greece) “could’ quahfy for the maxnmum benefit.
" Also, the -amount of domestic: value added of: the inv: st;ng company may affect -
the level of subsidy it receives. The Government hasa priority list for distributing

subsidies considering those factors Nonetheless no reliable figures are available
~on the value of these subsrdtes as a proportron of GDP o

b) Investment protection . .-

_ In order to promote forelgn mvestor conﬁdence Greece has. had spec1al

leglslatxon since 1953 for compames established 'with foreign capttal to override
- any-laws which may be enacted to prejudice. forexgn investors’ access to their

- own caprtal ‘This legislation constitutionally guarantees the repatriation of capi-
tal, the remittance abroad of. profits, interest, royaltxes and the rights of compen-
sation in-case of compulsory expropnatron It also enshrmes the principle of
- national treatment for enterprises engaged in “productxve investment’’ and estab-
lished with foreign lmported capital. Lastly, the legxslatton provrdes for further
~ financial benefits and certain tax. advantages 4 |

- While this legislation remains in force, its importance has been reduced by
‘the modernisation of the Greek economy and the liberalisation of exchange
controls. While Greece is not a party to bilateral investment treaties with indus-
trial countries, it has recently signed treaties with a number of Central and
- Eastern European countries and plans to negotxate them with Republics of the
former Soviet Union. :
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5.. ;ﬂ Private,ip_rac_tices andregulatory envirOnment

In many respects, Greece is. an-. open and competmve economy Imports
'ﬁgure prommently in: domestlc consumpt1on ‘and:small competmve enterprises
account for.a relauvely large share of act1v1ty Nevertheless, Greece had allowed:
the bmld-up of a-web of pnce controls and restrictive. pracuces in certain sectors,.
which may | have had the effect of deternng or ralsmg the effectlve cost of forelgn
mvestment s;- SRR
| Such examples could be found m the. market of 011 and bread where, |
entrenched pnvate producer 1nterests had effectlvely blocked market opemng‘
- measures and hrmted the beneﬁts for consumers Orgamsed labour groups. havef
'.also bullt relatrvely 1nﬂex1ble labour pract1ces, Wthh have drscouraged employ-

ment and structural adjustment and: have often made it difficult ‘for foreign

‘1nvestors 0 use: therr own- skrlled forergn personnel Moreover professnonals

' such as lawyers and engmeers also enjoy protected market posmons and restnc— o

. t1ve work practlces, whlch can ralse the cost of busmess transactlons As in other
Mernber countrles where such practrces have become 1ngramed strong and |
permstent efforts wnll be requxred to remove them -

In hne wrth 1ts broader macroeconomlc adjustment task and pohcres to
1mprove domesuc competmon, the Government moved in August 1991 to lift
- price, controls on a range of consumer products and services, leavmg only,
?selected food products and busmess rents under its control A contmued assault
on restnctlve practlces wrll clearly be dlfﬁcult, but w1ll remam unportant if
Greece is to contmue to attract forexgn 1nvestors . |

6. Sectoral 1ssues
: a) Bankmg and ﬁnancud services
_ i) Foreign ._establishmem .measures
For several years, the Greek banking and financial services market had been

dominated by a few large pubhcly owned financial institutions. However,
~ reforms over recent years have loosened thelr control of the market, and competi-
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tion has intensified. Many small banking institutions have since started profitable
operations in ‘‘niche’’ financial services.

A major factor influencirig the operation of foreign investors in the banking
and financial services sector are EC" Directives. Due ‘to' the drive’ towards -
harmonisation and mutual ‘recognition of prudential standards’ within the Euro-
pean- Community, investors incorporated as a ‘bank within the Community may
be granted an EC banking licence. ‘This provides the right to provide financial
services into Greece on a cross-bogdér or branch establishment basis from any
bank incorporated in an EC country... . ‘. . . . , N

Nonetheless, non-EC investors seeking’ to ‘opérate in the Creek financial
market do face some limitations. First; foreign non-EC nationals rust obtain a
work permit; and a quota-system’ applies for each bank. 'Also; ‘for all banks
incorporated in Greece, the majority of the members of the Board of Directors
must have Greek ‘or EC nationality. and be residents of Greece. - :

" Second, there is a prior authorisation requitement for the ‘establishment of
branches and 'réﬁr'e‘iéedté‘ti‘\‘re“ofﬁée's" by non-EC banks. In fact, all non-EC banks
seeking to establish branches must bring ini a minimum endowment capital (equal

to that for establishment of a Greek bank) made in foreign currency. In addition,
a reciprocity requirement applies to these ‘investments. - -

Third, the' granting of licences to subsidiaries controlled by non-EC inves-
tors is subject to"the reciprocity provisions of the various EC Directives on
financial services. Before' the Greek authorities ‘grant ‘such licences, the EC
Commission assesses whether ‘the non-EC investor’s’ country of origin grants
effective market access tc EC institutions operating in its country and competi-
tive opportunities comparable to those offered by the EC to banks from the non-
EC country. |

Until recently, participation by investors from non-EC member countries
was allowed only up te 40 per cent of the share capital in a bank established in
“ Greece. This restriction, however, has been abolished to enhance competition in
the banking sector.

it) Financial regulatory structure

Financial markets in Greece are developing steadily, and yet certain
problems still remain for foreign investors. :
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- First;: the financial services mfrastructure needed to. support foreign invest-
, ment actlvrty is: evolvmg towald that'in- other developed economies. The Greek
bankmg system for example had been a’ closed system in Wthh capital controls”
‘had given savers little choice but to.deal wrth an ohgopohstlc publicly controlled
banking structure: which-in turn was: obliged- to fund the government budget
deficit and other targeted sectors at- regulated interest rates. These arrangements
effectlvely crowded out much private sector capxtal and placed a tax on savers
and users-of what’ limited ﬁnanmal servrces the ohgopoly saw fit to provide.

Through the liberalisation of exchange controls entry of foreign banks,
‘moves toward bankmg pnvatlsatron and the deregulatlon of interest rates and
B lendmg controls the Govemment has steadlly chlpped away at th1s system.
'Already, competltron at the upper corporate end of the market is intensifying.
| Nonetheless the legacy of a regulated system seems to affect the quahty and
range of ﬁnancml services ‘available to forergn 1nvestors as well as opportumtres
for forelgn investment w1th1n the sector For example ﬁnanc1a1 institutions that
~are mdrrectly state-controlled (1 e. v1a pensron funds w1thm the general govern-
 ment)- still. eontrol -around 80 per: cent of total credit in Greece. Historically
protected from, competltlon, these .institutions_have developed extensive branch -
’networks, thereby preservmg the1r market posrtlons (especrally in the retail mar-
ket). Moreover, the interbank funds transfer mechamsm has not been fully. devel-
oped The. automated transfer mechamsm called. *‘DIAS interbanking system’’
has. been establrshed but not all: banks have been connected to. it. Nevertheless,
i inroads in the credit. markets have been made by other banks, mcludmg foreign
’banks, as a result of the credlt deregulation measures.

uz) Stock exchange HE

Forelgn investment in Greece through the acqursltlon of equrty capital has
~ also been hampered by the relatively small size of the stock exchange and the
thin stock market. A cultural: tradition ‘of small- farruly ‘shareholdings together
with artificially low regulated interest rates has seen a distinct historical prefer-
ence within Greece for debt-financed expansion. Relative admrmstrative burdens
have -also favoured bank financing over: share issue. Accordmgly, few Greek
companies become listed; in 1987, market capitalisation as a percentage of GDP
was the lowest in the European commumty, and 82 per cent of thns capltalrsatlon
- was accounted for by only 25 companies. -
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However, in. the context. of the hberahsatron pohcres of 1nternauonal com-
mercral transactlons and capltal movements since the late 1980s the new. Stock
‘Exchange Law was. enacted in’ 1988 and was: further 1mproved in. 1991- 1992.
According . to the new. legrslatron some 1mportant reforms of stock exchange
have been. underway Frrst, brokerage ﬁrms were allowed to become full mem-;
bers of the. Athens Stock Exchange (prevrously, 1nd1v1dual brokers monopohsed _
~ the. market) Second ‘a deposrtory for secuntles ‘was estabhshed Thrs is.an
mdependent body whose shares are held by banks hsted funds and holdrng.

B companies. Thlrd a Parallel Market for medrum-srzed compames (a minimum
- market caprtahsatron was set at 100 rmlhon drachmas) was estabhshed Fourth a
- _computensed tradmg system was mstalled m August 1992 based on cross- -
matchmg of orders, and has repla” ed ’ |

snxmonths the 1ssuepnceforne | .- uesof stocks Slxth pensron funds were |
given. the nght to estabhsh fund management ﬁrms Wthh also have, the possrbll- '
1ty to comrrussron the fund management to already exlstmg compames

rrrrr

Smce the reform started the number of hsted compames on the Athens ‘
Stock Exchange mcreased fnom 119 1n 1988 to 150 in 1993 although less thana
quarter of the top 200 largest compames in- Greece are hsted on ‘the stock
exchange untll now, and ‘most “of them are tlghtly controlled by the majonty -

shareholders: The market caprtahsatron also mcreased from 'Dr ‘600 billion' in

- 1988'to Dr 3.1 trillion in'1993; ‘and the total value of traded shares Jumped from ‘
- Dr 44 bllllon in-1988- to Dr 646 bllllon m 1993 \

Desplte the extensive reforms there are some issues to be con31dered When
a company is listed on the Athens Stock Exchange the ~only. guarantee that
prospectlve shareholders will receive adequate mformatron before undertakmg
merger - .or take-over actmty is that: provrded by. the existing - general leglslatron
concerning the control. of concentrations. There are. drsclosure requirements in
Greece for listed companies; the exrstmg accountmg standards are in compliance
with the EC: Directives on: company. and stock exchange legislation. Information
on shareholdmgs however, is only avallable twice a year through the pubhcatlon
of the approved.balance sheets' besxdes the’ annual general meetings of the
company. Lastly, foreign investors may in-the past have been deterred - from
acquiring strategic ‘stakes in selected compames because of the thinness of the
. market Wthh often resulted in speculatrve pnce volatrhty The growth i in size and
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- depth of the Greek stock exchange has made this a less pressing problem. Lastly,
non-EC resrdent membershrp of the Greek stock exchange may be subject to
recrprocrty | " -

Mantrme transport 1s a major feature ‘of the Greek economy ‘and ‘a large
forelgn exchange earner. Greece has the largest ‘merchant fleet i in the world but
Greek flag vessels compnse about half of the ﬂeet smce many shlp owners

- ‘operate under forelgn flags.

Non-EC residents or non-EC controlled enterprlses are restncted to 49 per
cent. ownershrp of a Greek ﬂag vessel As only Greek flag vessels can operate
cabotage off-shore supply m terntonal waters and ﬁshmg in Greek mland ‘waters,
tlus restnctlon effectlvely hmlts non-EC mvestors controllmg mterest wrthm the
Greek mantxme transport and ﬁshrng sectors ' ' "

CAC certam number of act1v1t1es concemmg air transport (mail, irregular
~ chartered flights, uregular chartered ﬂrghts by aerotaxis employmg aircraft of up
to 14" seats) was- llberahsed m 1988: Followmg the “‘third package’” in air
-transport (Council Regulauons No 2407 - and 2408/ 1992), rules concernmg the
registration of aircraft have been changed (Law 2065/1992, article 40, paragraphs
16.and .17). Now this: regrstratron is possible if aircraft. belong to Greek or EC
nationals or.to compames whose: share capital i is:owned for more than 49 per cent
by Greek or EC: natronals (“Commumty air-carriers’ ‘accordmg to the above
mentxoned regulatlons) Charter frerght and-aerotaxi services . are delivered
through a system of pnvate hcences In early. 1992 the. Govemment announced
that-up to 49 per cent: of. Olympic Airways: would eventually be put up for sale.
However, the operatron did not start, pendmg negotiations. between European
Commission and Greek: Government concemmg the write-off of the debt of
Olympic. Axrways | SRS T E |
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d) Radto and televzswn broadcastmg

| Untxl 1987 radro and televrsron broadcastmg were publlc monopolles In
that year, private radio lrcences were . granted for the ﬁrst time, and in 1989 this
was followed by licences to operate local television broadcastmg stations, includ-
ing cable and satellite television. Remdents from non-EC countrres and, non-EC
controlled enterprises may. cumulattvely own’ up t0 257 per cent of the capltal of a
local television broadcastmg company mcludmg cable and satelhte television, and
‘may: own up. to 49 per cent of the capital of a, local radro broadcastmg company.
| These restrictions on forelgn ownershlp are, mamtamed for reasons. of cultural

1dent1ty and natronal secunty L ; - - ’

e) Mmmg

The mmmg sector 1s relatlvely"mportant to the Greek economy Greece 1s
Western Europe s blggest bauxite an sroducer d:’the only chromrte
producer in the EC. Greece is also a net exporter of alumma alummmm metal
non-ferrous metals, ferro alloys 1ndustr1al rmnerals and marble “Around 10° per

cent of Greek exports come from the mlmng and metallurglcal sectors.

The Government retains exclusrve mineral exploratron and numng rights
over hydrocarbons sohd fuels hydroelectnc resources and radloactlve ‘minerals.
Nonetheless concessmns to explore and mine authonsed m1nerals are possible,
subject to certam requuements A specral committee: has been formed -which is
exected to. recommend amendments :to,the; sexisting: mrmng legrslatlon SO as to
encourage . pnvate 1n1t1at1ves m th1s sector and to srmphfy as far as; p0351ble the
' relevant procedures NP : 5 :

Permrts to. explore for. mmerals are granted at the reglonal adnnmstratron
- level Restnctlons can be: apphed over. areas such as national- parks, archaeologi-
cal and: tourist srtes and: those sensmve to natlonal securxty Pemuts are valid for
three years and-can be. extended for one: further year and are often granted subject
to-conditions. For: example in the case. of private mines, the’ Mmrstry of. Industry
can-request: that: a,work’ programme . for exploration ‘be- presented within three
months  which, if considered unsatisfactory, will be repiaced by its own. In the
“event of dlsagreement, the State has the right to carry. out exploratron without the
owner’s consent; in this case the State: must be reimbursed for the exploratron
costs in the event of a discovery of exploitable resources. - ‘
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4 In order to be granted a permlt non EC mterests have to obtam an authorrsa-p
- tion from the Councrl of Mlmsters Be51des it has to be noted that there has not
been a smg]e case of rejectmg an apphcanon for the acqursmon of 1 mmmg rights
by foreign- natlonals or enterpnses that met - the condmons of the exrstmg'
:leglslanon SR AT e o |

However once authonsanon has been granted there is no drscnmmatlon
between Greek and forelgn compames the two groups operate under the same
condmons as regards access to mmlng products and are subject to the same taxes
and may beneﬁt from the same direct or mdlrect aid.” -

“Mining concess1ons are granted for a penod of 50 years though In excep-
t10na1 cases they may be extended by a further 25 years. Once mmmg rights are
‘granted a company has to proceed w1th a ‘mining programme or.risk losmg
the concession. The company has the nght to explort all mmerals not otherwise
reserved by the State Producers of concentrates are obhged to glve priority
to supplymg state processmg p]ants Certam restnctlons remain for non-EC
nannals and enterprlses TR o | -

j) Travel agenczes and tour operators

| The Greek regulatrons contam a rec1procrty rule concerning the estabhsh—
ment of travel agencres and tour operators by enterpnses ongmatmg from non-
EC. countnes The Greek authontles have mdrcated that, although this may in
pnnmple have 1mphcatlons for . forelgn mvestment the requ1rement has 11ttle
Practlcal effect . e T | a
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X ~Chapter 3 o
Conclusion

Over the past few years the Greek authormes have. taken a number of
' 1mportant measures to enhance the. attraction of Greece as a venue for foreign -
direct mvestment In so doing, they have reversed the steady detenoratlon of the
investment climate durmg the’ early 1980s Important measvres have been the
"pnvatrsatlon of over-mdebteo pubhc enterpnses the mtroductlon of investment
. mcentlves the llberahsatlon of forelgn exchange controls and the abohtlon of the
general screemng procedure for mward dlrect 1nvestment. R

Whlle these measures are to be welcomed, itis. 1mportant that Greece does
not stray from the course followed over the past years. Rather, it should intensify
its efforts to further i 1mprove the forergn investment climate. Several factors make
Greece a potentxally attractive venue for forexgn investors: its geographxc loca-
tion, its endowment with mmerals and its competitive labour cost structure.
However to benefit optimaily from these. factors in attracting forelgn investment,
further endeavours would be needed to 1mprove the financial market infrastruc-
ture and to enhance ﬂexrblhty in labour and product markets and to snnphfy and
facilitate the use of the existing system of investment incentives by foreign
investors. Furthermore stronger. efforts to achieve macroeconomic adjustments,
the redressmg of monopolles and concession arrangements, and a continuation of
| the process of rationalisation through an exposure to market forces of inefficient

pubhc enterprises would be prereqmsltes fora further 1mprovement of the invest-
ment chmate _ ' .
Greece applies a number of restrictions to foreign investment by non-EC
re51den_ts in a few sectors, notably banking, broadcasting and mining, as well as
" in real estate in Greek border regions. It would be particularly welcome if the
benefits of the liberalisation of these venues already achleved within the EC
context were extended to non-EC countries.
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Notes and references

1. Latest information concerning sales and other pnvatlsatlon and market opening measures has
been obtained from a review of the ‘‘Business News" secuon of the quatterly rewew of the
Greek economy by the Economzst Intellzgence Umt ek SR Ao IR I At

'2 For detailed coverage of ehgxble enterpnses mvestment purposes as well as the nature of the’
-incentives available for each regxonal area of erce, see Incentives for. Invesmzents in. ‘Greece: .
Law 1 982/90 Hellemc Industnal _Development Bank, Athens, 1991 LT o

! by‘the Economzst IntelIzgence“ |

3. lnformanon contamed uf “Greece_
;Umt Gl e : -
4. For detaxled coverage of mvestor nghts and. beneﬁts under the mvestment protecnon leglsla-
tion, see Legislative Decree 2687/1953 Investmenr ‘and Protectzon of Forezgn Capxtal
Hellenic Industnal Development Bank, Athens 1992 T
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-Annex 1

‘ Grggcg’s current position under the Codeof | Liberalisation
of Capital Movgments and the Naﬁox';al Treatment Instrument

Intfoduction

As a signatory to the OECD Code of Liberalisation of Capital Movements (the
Code) and the National Treatment Instrument (NTD), Greece nas undertaken a number of
obligations in the foreign direct investment field. This annex highlights the main provi-
sions of these instruments as well as Greece’s position in this regard.

The OECD commitments ‘4 o

The Code and the NTI are the two main;iﬁsgnifnént's for co-operation among OECD
member couniries in the fied of foreign direct investment.

. The Code, which has the legal status of OECD Council Decisions and is binding on
all Member countries, covers. the main aspects of the right of establishment for non-
resident enterprises and requires OECD members to progressively liberalise their invest-
ment regimes on a non-discriminatory basis and treat resident and non-resident investors
alike.

The NTI is a ‘‘policy commitment’” by Member countries to accord to established
foreign-controlled enterprises treatment no less favourable than that accorded to domestic
enterprises in like situations. While the NTI is a non-binding agreemcnt among OECD
Member countries, all measures constituting exceptions to this principle and any other

measures which have a bearing on. it must be reported to the OECD.

Member countries need not, however, to liberalise all their restrictions upon adher-
ence to'the above instruments. Rather, the goal of full liberalisation is to be achieved
progressively over time. Accordingly, members unable to fully liberalise are permitted to
maintain *‘reservations”’ to the Code of Capital Movements and “‘exceptions’’ to the NTI
for outstanding foreign investment restrictions. These limitations to the liberalisation
obligations may be lodged at the timea member adheres to the Codes, whenever specific
obligations begin to apply to a member, or whenever new obligations are added to the
instruments. : : ' C
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“The investment obligatidns of the Code and the NTI are, in fact, compleméntary,

" both dealing with the laws, policies and practices of Member countries in the field of

direct investment. However, the Code addresses the subject from the point of view of
-non-resident investors in an OECD host country, while the NTI is concerned with the
rights of established foreign-controlled enterprises. Limitations on non-resident (as
- opposed to resident) investors affecting the enterprises’ operations and other requirements
set at the time of entry or establishment are covered by ‘the' Code. The investment
operations of foreign-controlled enterprises after entry, including new investment,  is
covered by the National Treatment Instrument. =~ : ‘ ‘ 3
- Measures pertaining to subsidiaries fall under the purview of the Code or the NTI,
depending on whether they set conditions on entry/establishment or concern the activities
 of foreign-controlled enterprises already established. As to branches, the 199/ Review of
the OECD Declaration and Decisions on International Investment and Multinational
Enterprises introduced a distinction between ““direct’” branches of non-resident enter-
- prises and “‘indirect’’ branches, that is branches of already established foreign-controlled
enterprises. The latter are subject to all the five categories of measures covered by the
NTI (investment by established enterprises, government procurement, official aids and
subsidies, access to local 'ﬁnancing\and_f,tax.obligat__ion»s)._Theinyfe‘sAtfment'a‘ctiviﬁes,of ‘
“‘direct”” branches of non-resident enterprises, which concern the category of measures
covered by the NTI, fall however, exclusively under the purview of the Code. . S
The Committee on Capital Movements and Invisible Transactions and the Commit--
tee on International Investment and Multinational Enterprises together conduct country
examinations of Member country measures covered by these OECD commitments. These
examinations involve a face to face discussion between representatives of the two Com-
mittees and - experts from the country being examined. The discussion ‘is based on
submission by the Member concerned and a‘document prepared by the Secretariat. The
objective is to clarify the nature and purpose of remaining restrictions and to identify
possible areas for further liberalisation. The examinations usually. conclude with modifi-
cations to the Member country’s position and recommendations by the OECD Council to
the Member’s authorities concerning the future direction of the: country’s foreign direct
investment policies. I - o '

Greece’s position under the Code and the National Treatment Instrument

Greece’s remaining restrictions on foreign direct investment are reflected in its
reservations to item I/A of the Code of Liberalisation of Capital Movements and its’
exceptions to the National Treatment Instrument. As a result of the examination carried
out by the CMIT and CIME in 1993, these reservations were changed in a number of
ways. The Greek authorities decided to bring a number of long-standing restrictions
under the discipline of the Code and the National Treatment Instrument. These restric-
tions related to: the acquisition of real estate by non-EC investors in border regions;
. mining, ownership of vessels under Greek flag for maritime transport and fishing, owner-
ship of Greek registered aircraft, Greek airlines and air transport; and participation by
non-EC investors in local television and radio broadcasting companies. Hitherto, these
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" restrictions had been  justified- by ‘public ‘order and essential - security -considerations,
- implying that no reservation had to be lodged. It is established practice that a country has
~ to lodge reservations when restrictions previously justified by such considerations are
'brought under the Code’s disciplines. Greece also added an entry to Annex E to the
- Capital Movements Code to cover a long- standmg recxprocrty prov151on m its legislation
on travel agencres and tour operators : :
Greece also removed its restriction on non-EC acqulsmon of more than 40 per cent
of the share capital of a bank established in Greece. This enabled it to lift the relevant
reservation. However, the authonsatlon requirement for the estabhshment of non-EC
bank branches and representatrve ofﬁces ‘was retained. .
The followmg list shows Greece s curnent reservatxons under the Code of leerahsa-
tion of Capital Movements and the exceptrons relatmg to the Natlonal Treatment
Instrument . :

a) - Greece S Rcservatwn on mward dzrect mvestment under the Code of
Lzberalzsatwn of Capital Movements o

“List A, Dlrect mvestrnent.. N 1
VA . . |
~In the country concerned by non-residents.
Remark The reservatlon apphes ‘only to non-EC mvestors as follows

“i)" Acquisition of real estate in border regions;

ii)  Investment in the mining sector unless concessmn and mmeral.

- rights are granted;
i) }Estabhshment of a representatrvc ofﬁce or a branch of a forelon
. bank, unless an authorlsatlon is ‘granted; ©
iv) Ownership of more than 49 per cent of the capital of an airline
company; cabotage is reserved to Greek airline companies;

v) Ownership of more than 49 per cent of the capital of a Greek flag '

vessel for maritime transport or fishing purposes;
- vi) Ownership of more than 25 per cent of the capital of a television
" (including cable televxsmn) company ‘and 49 per cent of the capntal
of a radlo broadcastmg company.’ _

: 'Enmes by Greece in Annex E to the Code:
““ ) FEstablishment in the bankmg sector by investors ongmatmg in

non-EC member countries may be subject to a recnprocnty‘

- . requirement; ,

ii) Establishment of insurance compames ongmatmg in non-EC
member countries may be subject toa recrpn,crty requnrement

iii) [Establishment of travel agencies by enterprises ongmatmg in non-
EC member countries may be subject to a reciprocity
requirement.”’ .
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b)) Greece s exceptions to National Treatment Instrument

A Bxceptions at national level .

L Inthment by estabhshed forelgn-controlled enterpnses S e

B Real estate

. Non-EC controlled enterpnses -are not allowed to acqurre land nghts in border areas
The prohxbmon applred to border land’ acqursmon by non-EC enterpnses may be warved
" by means of a decision by the Mrmster of Natlonal Defence S o

| Mmmg

enterpnses ‘ :
Authonty Presrdentral Decree 92/12 3. 1986 Legrslatrve Decree 274/ 1976
Air transpoﬂ o , o
Ownershlp in,Greek aJrlme compames s lmuted to 49 per cent of the caprtal for
non-EC controlled enterpnses Cabotage is reserved to- Greek a1rlme companies.
Televzswn and radw

: Non-EC forergn-controlled enterpnses may hold u o»f25 per cent of capital in
television (mcludmg cable telev1sron) operators and up _to 49 per cent of capital in radro
operators BT , o .

| Mantzme transport and ﬁshmg

Non-EC ownershrp of Greek ﬂag vessels mcludmg ﬁshlng vessels is limited to
49 per cent. Cabotage is reserved to natronal ﬂag vessels 1nclud1ng also voyages with
legs in foreign ports.

Ofﬁcral alds and subsndlos

None

III Tax oblrgatlons

None



IV. Government purchasing

IL

None.

Access to local finance -

"None.

. Exceptions by territorial subdivisions

N_ODC.'

c) Greece’s transparéncy measures to National Treatment Instrument

Transparency measures at the level of national goyernment

Measures based on public order’ﬂand essential Security considerations

. None. -

Other measures reported for transparency

a) Investment by estabhshed forezgn-controlled entetpnses

None

b) Co:pbrate organi'Sation

Bankmg

The majonty of the- members of the governing board of a bank should be Greek

citizens, permanently resident in Greece. This restnctlon does not apply to citizens of EC
Member states. ,

B.

Measures reported for transparency at the level of territorial subdmslons

None
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' M.AIN SALES OUTLETS OF OECD PUBLICATIONS
PRINCIPAUX POINTS DE VENTE DES PUBLICATIONS DE L’OCDE

ARGENTINA - ARGENTINE
Carlos Hirsch SRL. " - :
Galerfa Giemes, Florida I65 4° szo

1333 Buenos Aires  Tel. (I) 3311787 y 331 2391 E
Telefax: (1)331 1787

AUSTRALIA AUSTRALIE
D.A. Information Services - . -
648 Whitchorse Road, P.O.B 163
Mitcham, Vlctona 3132 Tel.'(03) 8734411
' Tclefu 03) 873 5679

AUSTRIA - AUTRICHE
Gerold & Co.  ©
Graben 31
Wien l

Tel. (0222) 533.50.!4
BELGIUM BELG[QUE
Jean De Lannoy ;- s
Avenue du Roi 202

B-1060 Bruxelles  Tel. k02) 533.51 69/538 08.41
. Telefax: (02) 538 08.41

CANADA : -

Renouf Publishing Company Lud. - ]
1294 Algoma Road S,
Ottawa, ON K18 3w8§ - Tel. (613) 741.4333

Telefax: (613) 741.5439 -
- Stores: L
61 Sparks Street o o
Ouawa. ON KIP SRI Tel. (613) 238.8985

211 Yonge Street
Toronto, ON M5B 1M4 Tel. (416) 363.3171

Telefax: (416)363.59.63

Les Editions La Liberté Inc:’

3020 Chemin Saime-Foy )

Sainke-Foy, PQ G1X 3V6 . Tel. (418) 658.3763
Telefax: (418) 658.3763

Federal Publications Inc.
165 University Avenue, Suite 701 .
Toronto, ON MSH 3B8  Tel. (416) 860.1611

Telefax: (416) 860.1608

Les Publications Fédérales
1185 Université i
Montréal, QC H3B 3A7 Tel.

(514) 954.1633

Telefax : (514) 954.1635

CHINA ~ CHINE

China National Publications Import

Export Corporation (CNPIEC)

16 Gongti E. Road, Chsoyang District

P.O. Box 88 or SO

Beijing 100704 PR - - Tel. (01) 506.668%
i ~Telefax: (Ol) 506. 3!01

DENMARK DANEMARK

Munksgaard Book and Subscription Service

35, Nerre Segade, P.O. Box 2148 ’

DK-1016 Kgbenhavn K -~ Tel. (33) 12.85.70
: Telefax: (33) 12.93.87

FINLAND - FINLANDE
Akateeminen Kirjakauppa
Keskuskatu 1, P.O. Box 128
00100 Helsinki

Subscription SerwccslAgcncc d ubonne'ncnts
P.O. Box 23

00371 Helsinki " Tel. (358 0) 12141

FRANCE

OECD/OCDE

Mai! Ordera/C des pur correspondunce:

2, rve André-Pascal o

75775 Paris Cedex 16 Tel. (33-1) 45.24.82.00
: " Telefax: (33-1) 49.10.42.76

Telex: 640048 OCDE

- Librairie des Sciences Politiques

Telefux: (358 0) 121.4450
"~ 'INDIA ~'INDE*"

" New Delhi 11000f -

Calcutts 700016

OECD Bookshoplbbrmne de I"'OCDE :
33, rue Octave-Feuillet . - - .
75016 Paris : Ted. (33-1) 45.24.81.67

(33-1) 45.24.81.81
Documentation Frangaise o

29, quai_Vollzirc Y

75007 Paris - ’ Tel 40.15. 7000
Gibert Jeune (Droit-Economie) L
6, place Saint-Michel C
75006 Paris . -Tel. 43.2591.19

Librairie du Comncrée_ Inernational
10, avenue d'Kna
75016 Paris -

Tel. 40.73.34.60
Librairic Dunod IR

_ Université Paris-Dauphine

Place du Maréchal de Lattre de‘!'assugny o
75016 Paris : Tel: (1)44054013
Librairie Lavoisier .

11, rue Lavoisier - .

Tel."4zss.39.9s'

75008 Par_is )

Librairie L.G.DJ. - Montchrestien
20, rue Soufflot

75005 Paris

Tel. 46.33.89.85

30, rue S:mt»Gmllanme
75007 Paris

P.UPF.

49, boulevard Saint- Mnchcl
75005 Paris

Librairie de ' Umvctsué el
12a, rue Nazareth - :
13100 Aix-en-Provence

- Documentation Frangaise

165, rue Garibaldi
69003 Lyon ~ ==
Librairie Decitre

29, place Bellecour
69002 Lyon ..

GERMANY - ALLEMAGNE .

OECD Publications and lnformuon Cemre
August-Bebel-Allee 6 o
D-53175 Bonn 2 .. Tel (0228) 959.120
Tclcfax (0228) 959 12.17

cm:n-:cs GRECE

Librairie Kauffmann

Mavrokordatou 9 )
106 78 Athens Tel. (01) 32.55.32)
© . Telefax: (01) 36.33.967
 HONG-KONG o

Swindon Book Co. Ltd.

13-15 Lock Road

Kowloon, Hong Kong
Telefax: 739.49.75

HUNGARY - "ONGRIE
Euro Info Service i :
POB 1271
1464 Budupest

. Telefux : (1) 111606|

ICELAND ISLANDE
Mal Mog Menning - -
Luugavegi 18, Pésthdlf 392

121 Reykjavik Tel, 162.35.23

Oxford Book and Slmlonery Co o

'Tei (! l) 331 589615308
Telefax: (11) 332.5993

el 240832

Scindid House

17 Purk Street

. Serusalem 91340

* Via Duca di Calabria 1/}
el {s.as’.séﬁbz : “? 20155 Mitano
Tel. 43.25.83 “0-

Tel. (|6§ 2261808 .

- Tel f',,‘?’. 78633223,

Tel. (16) 72405454,

Tel. 366.8031

Tel. (1) 111.62.16

lNDONESlA - mvontsm :

Pdii-Lipi :

P.0. Box 269/JKSMGIBS

Jakarta 12790 Tel. 583467
SR Telex: 62 875

IRELAND - IRLANDE

TDC Publishers — Library Suppliers
12 North Frederick Street
Dublin 1 Tel. (01) 874.48.35

Telefax: (01) 874.84.16

ISRAEL o
Electronic Publ;canom only

. Publications élccu'omques sculement

Pracdicta-

5 Shatna Street N
P.O. Box 34030. o

Tel. (2) 52.84.90/172
Telefax: (2) 52.84.93

ITALY ~ ITALIE .70
Libeeria Commissionaria S

Tel. (055) 64.54.15

50125 Firenze
RO -Telefax: (055) 64.12.57

Via Bartolini 29 - .
Tel. (02) 36.50.83
Editrice ¢ Libreria Herder R

. Piazza Montecitorio 120

00186 Roma Tel. 679.46.28

o o Telefax: 678.47.51

Libeeria Hoepli - )

Via Hoepli § ] :

20121 Milano ... . . Tel. (02) 86.54.46
. Telefax: (02) 805.28.86

L:bmna Sc:cnuﬁca :

Dott. Lucio de Biasio Auou

Via Coronelli, 6 : :

20146 Milano Tel. (02) 48.95.45.52

" Telefax: (02)-48.95.45.48

'JAPAN - JAPON

OECD Publications and Information Ccm
Landic Akasaka Building

© 2-3-4 Akasaka, Minato-ku

Tel. (81.3) 3586.2016
" Telefax: (81.3) 3584.7929

“Tokyo 107

KOREA - COREE
Kyobo Book Centre Co. Ltd.
P.O. Box 1658, Kwang Hwa Moon

Scoul Tel. 730.78.91 -

Tc!cfn 738 oo 30

' MALAYSIA MALAISIE

Co-opetative Bookshop Lta.

University of Malaya

P.0. Box 1127, Jalan Pantai Baru

59700 Kuala Lumpur. *

Malaysia ~Tel. 756. sooonsa 5425
‘ Telefnx 757 3661

MEXICO - MEX]QUE _ )
Revistas 'y Periodicos Internacionules S.A. de C.V.
Florencia 57 - 1004
Mexico, D.F. 06600 Tel. 207.81.00

Telefux ..208.39.79

~ NETHERLANDS - PAYS-BAS
- SDU Ultgeverij Plantijnstraat

Exierne Fondsen’

" Postbus 20014

Tel. (070) 37.89.880
Telefax: (070) 34.75.778

2500 EA's-Gruvenhage
Voor bestellingen:



NEW ZEALAND

Legisiation Services

P.O. Box 12418 . :

Thorndon, Wellingion Tel. (04) 496.5652
. ’ Telefax: (04) 496.5698

NORWAY - NORVEGE

Tel. (022) $7.33.00
Telefax: (022) 68.19.01

PAKISTAN
" Mirza Book Agency )
63 Shaheah Quaid-E-Azam .
Tel. (42) 353.601

Lahore 54000
. Telefax: (42) 231.730
PHILIPPINE - PHILIPPINES

Inernationsl Book Cemter
Sth Floor, thnnsukm

Ayals Avenue
Metro Manils . Tel. 81.96.76
Telex 23312 RHP PH
PORTUGAL
Livraria Portugal
" . Rua do Carmo 70-74
Apart. 2681
- 1200 Lisboa Tel.: (01) 347.49.37$
: Telefax: (01) 347.02.64
E

SINGAPORE - SINGAPOUR

Gower Asia Pucific P Lid. :

Golden Wheel Building

4], Kallang Pudding Roed, No. 04-03

Singapore 1334 Tel. 741.5166

Telefax: 742.9356 .

SPAIN - ESPAGNE

Muadi-Prenta Libros S.A.

Caseellé 37, Apertado 1223 :
Madrid 28001 Tel. (91) 431.33.99

Telefax: (91) 575.39.98 -

Litweriz Incrnacional AEDOS
Consejo de Cienzo 391 : :
08009 - Barcelona ~ 7 Tel. (93) 438.30.09

T Telefax: (93) 487.76.59
Llibreria de Ia Generalitat : :
Pl . k

Moja
Rambla dels Estudis, 118
08002 - Barcelons
(Subscripcions) Tel. (93) 318.80.12
(Publicacions) Tel. (93) 302.67.23
Telefax: (93) 412.18.54

~ SRI LANKA
Cemre for Policy Research
/o Colombo Agencies L1d.
No. 300-304, Galle Road )
Colombo 3 Tel. (1) 574240, 573551.2
Telefax: (1) $75394, $107114

- 1227 Carouge

Fritzes Information Ceneer
Box 16356 ©
Regeringsgatan 12 : .
106 47 Stockholm Tel. (08) 690.90.90
. Telefax: (08) 20.50.2] -
Subscription Agency/Agence d*abornements
Wennergres-Williams Info AB :
P.O. Box 1308 S
171 25 Solaa Tel. (08) 705.97.50

" Téwfax : (08) 27.00.71

SWITZERLAND SUISSE

) MaﬁthA.(BoohandPa!oduk Lwres

et périodiques)
Chemin des Pnlem 4
1020 Renens .. Tel. (021) 6350865 ~
Telefax: (021) 635.07.80
Librairic Payot S.A
4, place Pépinet
CP 3212 .
1002 Lausanne - Tel. (021) 341.33.48
. : Telefax: (021) 341.33.45
Libraitie Unilivres
6. rue de Candolle
Tel (022) 320.26.23

Telefax: (022) 329.73.18

Subscription Agency/Agence d'sbonnements HE
Dynapresse Marketing S.A.

38 avenue Vibert
- Tel.: (022) 308.07.89
Telefax : (022) 308.07.99

Sec also ~ Voir aussi :

OECD Publications and laformauon Centre

Awgust-Bebel-Allee 6

D-53178 Bona 2 (Germany) Tel. (0228) 959.i20
Telefax: (0228) 959.12.17

TAIWAN - FORMOSE .

Good Faith Worldwide Int'lL. Co. Lid.

Sth Floor, No. 118, Sec. 2

Chung Hsizo E. Road . : _
Taipei Tel. (02) 391.7396/391.7397

Telefax: (02) 394.9176

THAILAND - THAILANDE .
Suksit Sinm Co. L4d.
113, 115 Fuang Nakhon Rd.
Opp. Wt Rajbopith
Bangkok {0200 ) Tel. (662) 225.953112
" Telefax: (662) 222.3188

. Gen. enquiries

. adressdes & :

TURKEY - TUlQUlE

ks Yayinlari Is-Toirk Lid. S,
Atatiirk Bulvari No. 19)/Kat 13 :
“Tel. 428.11.40 Ext. 245:

Kavaklidere/Ankars -

Dolmabahce Cad. No. 29 .

Benkusllmnbul Tel. 260.71.8!
Telex: 434828

UNle KINGDOM ROYAUMBUNI
HMSO -
Tel (071).873 001!
Postal orders only: .
P.O. Box 276, Loadon S\VB SDT
Personal Callers HMSO Bookshop
49 Higb Holbom. London WC1V 6HB

. Telefax: (071) 873 820(
Bnad'u a Belfan. annghm. Bristol, Edin-

UNITED sr/m;s trA'xs-Ums

OECD Publications and Information Cm:

200! L Street N.W_, Suite 700 -

Wshmgton. D.C. 200364910 Tel. (202) 785.6323

A Telefax: (202) 785.0350

VENEZUELA

Libreria de! Ese

Avda F. Mirsada 52, Apido. 60337

Edificio Galipén . :

Caracas 106 Tel. 951.1705951.2307951.1297
s Telegram: Libreste Caracax

_Subscnpuoa to OECD periodicals rmy also be

placed through main subscription agencies.

'Le:abooaenzwnxpubbmomp&nod’qucsdc

I"OCDE peuvent &tre souscritx aupré: des
pnnc:pnlulgencud'abommm

Ordmwqunmfmneoumwhac Distribu-
tors have not yet been appointed should be sent to:
OECD Publications Service, 2 rue André-Pascal,
75775 Paris Cedex 16, France.

. Les commandes provenant de pays ol I'OCDE n'a-

pas encore désigné de distributeur devraient &tre
OCDE, Setvice des Publications,
2, tpe André-Pascal, 7577 Paris Cedex 16, France.

3-1994

OECDPUBUCATDONS 2 rue André-Pascal, 75776PAR!80£DB(18

PRINTED IN FRANCE

(2194 811) |88N92-64-14163-7 No. 47321 1“4

lSSN 1021-5794






	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

