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CHAPTER 1

A Greek Tragedy

It was November of 2011, and Greece was in 
serious fi nancial trouble. Prime Minister George 

Papandreou had done everything he could to help 
solve the enormous problems confronting the 
country—with one exception. Now it was time for 
that fi nal move. After three days of talks among 
Greece’s political parties, Papandreou announced 
that he would step down as leader, only halfway 
through his four-year term. He knew that Greece 
needed a new government if there was any hope of 
avoiding bankruptcy—and expulsion from the 
European Union (EU), an economic and political 
union of 28 countries. 

He explained his decision to the people of Greece 
in his farewell speech. “It was obvious that in order 
to achieve this historic agreement, we would have 
to fi nd a person who had everyone’s support,” 
he said. “I believe this choice is very important. 
My role would never be an obstacle to this 
national unity.”1
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A Greek Tragedy

Greek Prime Minister George Papandreou addresses his nation via 
television on November 9, 2011, to announce his resignation. Both 
his father and grandfather had held the same offi ce. Papandreou had 
been born in Minnesota before moving to Greece as a young man and 
entering politics. 
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The last few years had been especially diffi cult for Greece. 
Because the country was spending so much, its government had 
borrowed large amounts of money from other nations. This 
practice is not uncommon. The total amount a country owes to 
other nations is called its national debt. The problem was that 
Greece had borrowed far more money than it could afford to 
pay back.

When the European Union realized how serious the problem 
had become, it stepped in to help Greece. The fi nancial crisis that 
Greece was facing had the potential of becoming a problem for 
other EU nations if Greece defaulted on its loans. 

To make the situation a bit easier to understand, for a moment 
think of Greece as one of your classmates at school. Let’s call him 
Greg. And think of the EU as your class. Greg’s parents give him 
lunch money each week, but this time he spent all of it on trading 
cards on Monday. Greg asks you if he can borrow $2.50 for lunch. 
You lend him the money, and he promises to pay you back on 
Friday when he gets his allowance. He says he will even buy you 
a cookie to make the loan worth your effort.

When Friday comes around, you need the cash you loaned 
Greg to buy your ticket to the school dance. Unfortunately, he 
hasn’t done his chores this week, so his parents do not give him 
his allowance. You have $2.50 left from your own allowance, but 
the ticket costs $5.00. Lucky for you, your friend Sam offers to 
loan you the money you need. You, however, must pay her back 
the following week—and give her the cookie that Greg had 
promised to give you. Greg promises that he will get caught up 
on his chores by that time and pay you back.

When next Friday comes around, though, he still doesn’t have 
the money he owes you. Looking a bit guilty, he invites you to 
come over after school to play the expensive new video game 
that you and all your friends have been wanting. Clearly, Greg 
could not afford the game. But he still bought it, even though he 
owed you money. 

Now you owe Sam $2.50 and a cookie. You also fi nd out that 
you aren’t the only person who has loaned Greg cash. Since the 
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school year began, he has borrowed lunch money from several 
other classmates. And he promised each of them a cookie as well. 
In all, he owes his classmates $30 and a dozen cookies. 

In this situation, the cookies represent the interest that Greece 
owes the other nations that have loaned it money. Each of these 
countries may have to fi gure out how it will pay its own expenses 
without repayment from Greece. Like Greg, Greece had been 
living beyond its means, spending more money than it had—and 
more than it could afford to keep borrowing.

The European Union wanted Greece to solve its fi nancial 
problems, so the country could start paying back its debts. The 
partnership had two choices. It could help Greece with its money 
problems, or it could kick Greece out of the EU. Countries to 
which Greece owed large amounts of money wanted Greece to 
get back on its feet even more than the others. In this case France, 
Germany, and the United Kingdom (UK) had the most at stake. 
Countries that had not loaned Greece money had less to lose by 
removing Greece from the partnership. But they too might 
be affected if Greece defaulted. This situation could cause 
these countries to lose money from nations to which they had 
loaned money. 

If this complicated problem wasn’t handled just right, it could 
lead to recession throughout Europe. As Angela Merkel, the 
chancellor of Germany, pointed out, “Countries in Europe—
particularly the countries in the eurozone [18 EU countries 
which use the euro as their common currency]—are so closely 
integrated that every serious decision in one capital has effects 
on the other countries.”2

The bailout plan that the European Union came up with made 
it possible for Greece to reduce the amount of its debt. Under the 
agreement, the nation would have to pay back only 50 percent of 
the money it owed. The EU also agreed to loan the nation $140 
billion in rescue loans to help avoid defaulting—as long as Greece 
accepted all the bailout conditions.3 
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