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of June 27, 1947, and to offer the following comments
on his more recent record and his charaeter. Diomedes
“was chosen as Deputy Prime Minister in the Coalition
. Government formed on Janua—y 20, 1949, aad. -was sworn e
j \ " in as Prime Minister June-2), 1949, when the Coalition *
. Government was reformed following the death of Prime
Minister Sophoulis. ' :
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Diomedes has been a prcminent, but largely unpolit-
iczl figure in Greece for many years. He is now seventy-
three, and throughout most of his life has been primarily

_a financier and banker, serving as Governor and -later
. President. of the Administrstive Council of the National
Bank of Greece, the largest commercial bank in the country.
. SINE After being educated at. the University of Athens-and in: |
DEPARTMENT OF Germany in law and economics, he entered politics 1'.111911._'h
. RECENED . as a prominent figure in the new Liberal Party organized'
22194g.hy the elder Venizelos, and served as Minister of Financse
JUL ‘in 1912-1915, end again in 1919, His associations with:
QFFICE OF LBZRIES +ho National Bank of Greecs and with the Bank of Greece
- unuﬁuwmﬁJumﬁm' he bank of issue, which he was instrumental in estab- .
N lishing) grew out of his earlier political career, but
from ‘1919 on Diomedes withdrew more and more from active
participation .in politics. In the early thirties he was .-
" associated with the Progressive Party of George Kaphandaris,
v a satellite party of the Libersls which following the
P death of its leader in 1945 has apparently been incorporated
: . in the Tspuderos party. His only other post-war venture
. into politics prior to 1949 was in 1945 when he made an
i . unsuccegsful attempt to form & nservice (i.e. non-political)
: : government" ah the request of the Regent, Archbishop
Damsskinos., Diomedes is generally regarded, however, as.
: being of Liberal sympathies, although not a part;san; cer-
i ' % tainly the present-day Liberals have confidence in him,
} = ; : His political positlon might be summarized by saying that
" he is an old-Venizelist and a retired Liberal. &

The choicz of Diomedes as Deputy Prime Minister im, |
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. January <rose from the following circumstandoqg®r First

and foremcsi wgre ths political considerations. Divmedes

was recrulted as a non-partisan figure to serve as. Prime
Minister by Tsaldaris, Venizelas, Papandreou and Canellopoulos
in their abortive effort to form a government during the
@risis of January 1949, When this attempt failed, largely
because of the opposition of the King, Diomedes was asked 2
to serve as Deputy Prime Minister in the new government g T
formed by Sophoulis as a gesture of appeasement toward the
four party leaders mentioned above. (see Embassy despateh
185, March &, 1949). In addition, Diomedes enjoyed consider-
able prestige. ITn view of his reputation as a socund econ-
omist and financier,wﬁt was hoped that his appointment would
ingspire cconrfidence in the government's efforts toward econ-
omic recovery. Further, the advanced age and poor health of
the leader of the Government, Sophoulis, which often pre-
vented him from serving actively, required the appointment

of a deputy leader who could carry a large part of Tiie burden.
It was planned that Diomedes would act as a sort of chief-of-
staff in directing and being responsible for the economic

~and social policies of the Governnment, controling and coor=~

dinating the work of the ministers concerned. He was also
made a member of the Coordinating. Council, which replaced

the Tull cabinet as the boéy determining major policies, and
over which he presided during the frequent absences of the
Prime Minister. In effect, Diomedes became to a large
extent the active nead of the Goveroment; but he was handi-
capped. by the fact that he commanded no party support and
the party leaders in the Coalltion such as Tsaldaris and
Venizelos exercised more control cver the actions of ths
ministers who bslonged to their purties than did the Deputy
Prime Minister. In addition, some Libersl ministers, such

as Rendis, would sometimes go over Diomedes' head to
Sophoulis and obtain decisions that were whelly inconsistent
with the Deputy Prime Minister's policies. The result was a°
certaln amcunt of confusion of .government policy. Also, some
of the important economic problems of Greece have become
even more acute during the last five months, and the Govern-
ment®s activities in that field have not met with notable
success. It would not be fair to blame this deterioration cm
Mr. Diomedes, bun thers are some obsservers who believe that
he has not baen as effective as he could have been.

The political maneuvers in the week following Sophoulis®

"death showed the impossibility of Forming a partisan govern-.

merrt, since no important group save tae Pepulist Party prepar=sd
to suppor: Tsaldaris, leader of the largest party, as Frime
Minister. The only soclution proved to ove a return to the
previous obroad coalition (FPopulist-Liberal-National Union) ‘
witkh Diomedes movéd up to the Premiership. It 1s falr to say
that the Jdescision Lo plaece him in that posltion -was notv due
to the Feelling that he was the cbvious national ledder or the
man best gualified because of kis volitisal stature, but
rather because as a prominent norn-pulitical figure he was ths
only chcice to wheom no one had unsurmountaivls objections.,

The popular reaction to the formation cof the Government reveals
the same attitude; no one is especlally ehthusiasgtic zbout
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the new government Or 1s over confident that" it willshe
able to accemplish a great dealgbutg ol the bther hang,
almost all cbservers agree that Diamedes“‘selection Sesmed
to be the best one Possible, J

It is difficwlt to Torecast how effectively Diomedes
Wwill be able to Tunction as Prime Minister, He will prob-
ably continue to have difficulty working with ministers 9
ho will look rather to their Party leaders than to him, - iy
For example, Diomedes wanted to meke it 4 ‘condition et hig L
acceptance that the Minister of Finance, Helmis, be replaced™
by another Populist because he disagreed with Helmis?' econ-
omic theories and clashk&d with him tempermentally, Tsaldaris
refused to agree to this, and Dicmedes hed to back down.
LEids dati b quite likely that Helmis'! presence 2 “the eabha

inet in a position Of such importance in the economic recovery

brogram will cause trouble Tor Diomedes, However, Diomedes
&S one source nf strengthk which mey help him to control  the
situation, namely his apparent pPresent ind’ispensabilitsr°

A
I

45 Prime Minister he is now in 2 position to exercise ful}l

‘I'esponsibility, and will no longer be subject to being over-

ridden, as sometines happened with Sophoulis, Diomedes is
4 stubborn man ang is determined to Carry out his ideag,
For these Teasons he may not he as ineffective as Prime
Minister as he Was as Deputy Prims ¥inister, ' '

In his personai relaticnshiyps Diomedss is an affable,
courteous andg ccnsiderata‘gentl&man@ Hs ig ighly dnkel 1o
gent, well inforaed sp 8 wide Tonge of subjects, and is an
interesting “ahversztionalist, He Tegards himself as being
primarily an economist, de has recently published "The
Gresk konetary ang Credit Problem" lcopies of which wers
forwarded tg the Department under cover of Despateh No, &3

(eI el B2

-of January S8LCT0L9N - e has other Scholarly ‘inte‘rests9 hav-

ing speeialized in Byzantine history for nmENy yesrs and
wristen several booiks on the Subject, ITis scholarly achieve-—
ments resulted in his Deing elected to the scademy of nthens
T B GRTNS. Tew regard him as a possur ung s iilettante, but

‘the general impression is that Bedgte Soundly educated ang

cultured man,

In the last faw Jears hs had devoted most cr his time
to intellectuzl PLrsuits -and hus been Jess active in figano
eial cirecles, He Soerved «=Broeldent o thas Susseme Recon-
gtructicn Council 4ter the war, but resigned that positieon
in Octcber 1948, .on his aopointment as Deputy Prime Minister
in Jarnuary 1900 ha resigned from hic cositicns 'in tke
National Barnk o? CReece, e Skate Rullways, and the Telew
prhone Company. It is believed that he has now evered all

cennections with privatse wnd GRugi-state bugsiness interes+s,

3

Dicmndesp @ man of typically wuropean cuiture; speulks
eéXcellent Freach, gzood German, but little Lnglish. Dagnite
his age he is vary alert‘intelleetually 304 Spry Ehysies iy,
He and his wife 1ive g2 =t large,.tastefully Turnizhed apurt-
ment in ths winter and in the summsr at vhelr lovely estoten
garden in Hiphissig. They live uang entertain simply but
with good style, Personal relations with them are pleasunt
and easy. Fha - '
o The/
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The imyressions of the Ameriban"officialsQi!ﬁEﬁA‘who
have had dealings with Diomedes have not been’ too favorable,
One of them describes him as 4 -petulant, obstinate ang
doctrinairs old man, who fancies himselr to-be an excellent
economist which he is not; This official goes on to say that
Diomedes does not acquit himselr wellrin-coqducting commi ttes
meetings: he easily. becomes angry and impatient and Seems
T0 be unable to control and steer the discussion as a good
chairman shouldo‘-Anotherjwell-qualified observer put it more
kindly by describing Diomedes as having a good mind, and as
being a person of scholarly inclinations whose econocmic theories
do not coincide with,those or the smerican economistg hers,
Iliost observers agree- that:he is not 4 ‘strong man, in the
sense that he does not have the personality required orf a

real leader.,

»i

A number of our LCa officialg feel that Diomedes is
not to be relied on and that he has not always "come cleant
e with them. Thev eite the eXample of ths civil Servants?

- strike of May 1949 durin"which, they say, they received

a definite commitment from Diomedes in behalf of the Greek
- Government that there wouwld be no concession in ths way of

2 2 salary increases, !DiOmedes.did, however, permit the ques=-
33 3 tion to be Teopened with the representatives .of the civil
::g_é dervants without consulting EC4, and agreed  to certain finan-
-q32§ cial conceqsicns,,includiﬂg @& loan of one monthsg! salary toc
18z the civil servants to be Tepald in instalments after July 1,
¥4§ - Under this agreement, the:salaries of the civil servants
e would be studied by a joint committee of civil servants and
3 ﬁ; the GOVernment,'and re-adjustments upward would be made
. €ffeetive duly 1. ‘Many Americans in ECa were grestly dis-
ol pleased with this~actipn,'since substantial increases to the
a - ¢ivil servants who constitute a large Proportion of the wage

‘and salary earners in the: Greek economy would: contributs to

& serious budget defieit and would viclate the agreed economi:
policy of attempting 6o hold the line against-further infla-
tlon. They regarded Diomedes' reversal as. a Sign of weakness
and unreliability,_ In his defense, hewever, it must be saig
that the striking civil servants had strong popular and pol-
itilcal su:zport for their demands, which were generally felt

to be am@ly_justified,:r b : { :

~nother source of frictiom between Diomedes and ECi/G
has been their disagreement on the broper economic policy
for Greece., This explains in part the opinion that Diomedes
1s.not & 'zo0d economist and that he teads Goo much to inter-
pret Greek economic Problems from the brivate banksr's point
of Vie'Wa ¢ . :

Diomedes has strongly criticissd the Tinancial policies
followed in Greece by previous governments in collaboration
with the .merican Economic Mission, «nd is highly gritieal of
the system of controlled economy now being wpplied, He Says
that the Greek productive. effort is being strangled by the
nightmare of the government accounting office and wrongly
applied principles of controlled economy. "The management
of Greek economy", he says in his latest book published
before his entry into the Government, "is domincted at the
very moment of the greatest need for creative effort, both
on the,foreign'and-domestic side, by a narrow spirit,qf
bureaucracy/
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r - -‘bureaucracy andvintoierable'a@herancehtb"techﬂicalitiés'
W ol have-placed-the*fiuidwand_even—ﬁbving economic, life
of the country on a Procrustean ‘bed,. lest It 81 & deviate
from an ideal patteérn allegedly insuring agiinst price
increases and Promising greater production, low production
- costs and small wages." " .mongst his Tecommendations which
have not met with the favor of ZC./G, but for which he says

he will press; &are: (1) the purchase of free foreign exchang?.

(dollars and sterling) by all banks for the account of the

e

Bank of Greece at the-current open maricet rate;- (2} the use #y .

o ftdollar exXchange "acquired in this way to set up a special
exchange reserve fund to:be used for the gcquisition of gold
sovereigns from the Federal Reserve Bank; (3) the sale of
gold sovereigng,: for domestic requirements only, at a fixed
price in drachmas, such: sales having the result of supporting
the drachma and soppimgiup surplus drachmae end-thus render-
ing the note circulation more Tlexible; and (4) placing %
the disposal of loecal banks, subject to every asgssurance ol
liquidity, a pqrtion'of“the_counterpart”drachma-funds-from
the sale of imported supplies, these funds to be used by
the commercial banks (which means the National Bank of Greece
to a large extent).for the extension of more plentiful credit

- Lor productive purposes.: Diomedes feels that, while he
agrees with the Iong-range Ieconstruction plans. being made
by the ECA and Greekfbfticials,‘not'enough effort is. being
made to solve immediate problems.  In.other words, as one
observer put it,.Greece is-like a patient suffering from
both a chronicjandnan.&cutefdisease. If too much attention
1s glven to solving the chronic disease the patient may die
of the acute disease before the remedial measures- take effect,
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In view of their disagreement on scenomic policy and ths
distrust some-American officials feel toward Dipmedes thers
. ay be difficulties ahead, especially if Diomedsés insists, as
‘he sgays hejwillﬂfon‘6arrying;through.hia proposed policies,.
On the other hand, Diomedes' talent for compromise and con-
- ciliation, at least . among the Greek politicansg, ‘may ease the
'situation.j'Hislfirsp“fég.days'in office have indicated thuat
'he plans to be-an active.Prime Minister, which to meny obser-
‘vers.and the public is afwelcome change Trom the inactivity
~of Sophoulis. RN L, T e e

0+ Respéctrully yours;

;4% .y For the Ambassador::’
* e & " L
- = r \ LA :
o f;‘ o :"_, 3 "(:.' fi' ‘. I,,"f\--:"' e L b
7 e el Harold B. Minor
& Pl Counselor of Embassy
._Original'parpﬁment,ﬁQﬁDeﬁartmént e e
Copy to GTI S e : e

: 'RKBeYer:RGM:Rémgié'?ailﬂg L

-



