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Subject: The Troika's recipe for disaster

According to the Greek press, IMF executive Olivier Blanchard, who was behind the disastrous fiscal
multiplier decision, has acknowledged that the ‘internal devaluation’ policy adopted by the Troika for
the implementation of austerity measures in Greece and Portugal was a mistake. In his report he was
forced to concede that, owing to a disastrous miscalculation, the financial adjustment measures had
failed to produce the hoped-for results, while a subsequent change of direction with recourse to
stability mechanisms failed to alter the situation for Greece and Portugal. Deadlines were extended
simply for it to be discovered that, the slower the process of economic adjustment, the greater the
funding required and, as Mr Blanchard so rightly added, funds are not unlimited.

In view of this:
What is the Commission’s assessment of the achievements of the reform programme in the countries
of southern Europe? Is it satisfied with the results obtained, in view of the opinion being voiced by a

growing number of IMF officials that attempted reforms in these countries are becoming hopelessly
bogged down?
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