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Focus

By Jeremy Gaunt

Pretty much everyone agrees that
Greece needs debt relief; what they
don’t agree on is what debt relief

means. Easing Greece’s fiscal path forward is
likely to be the next great struggle in the
country’s agonising, seven-year, three-pack-
age bankruptcy saga now that a bailout
pact has opened the door a crack to discus-
sions on relief. Only this time it will not just
pit Greece against its lenders, but lender
against lender as well. Start with the num-
bers: At the last count, the Greek govern-
ment owed 314 billion euros ($343 billion)
despite writing off about 100 billion euros
owed to private bondholders in 2012.

That’s more than the gross domestic
product of South Africa. It’s also equivalent
to around 179 percent of GDP, a ratio which
despite improvements in Greece’s economic
performance goes up every time lenders
make a bailout payment to Athens. This is
why debt relief is on the agenda-with

Greece perhaps quixotically pushing for
something as early as May 22, when the
Eurogroup of euro zone finance ministers
meets to sign off on Tuesday’s staff-level
pact on support for Athens.

The battle will be fought on a number of
fronts. Firstly, there is the issue of whether
the International Monetary Fund will partici-
pate financially in the current, third bailout.
The IMF says Greece’s debt is unsustainable-
with or without the reform measures taken-
and it doesn’t want to keep throwing money
at the problem while that is so. Indeed, it is
not allowed to by its charter. “For the IMF to
be entering into a program with Greece
would require that the program can walk on
two legs. One leg is the leg of reforms and
the other leg is that of debt sustainability,”
IMF Managing Director Christine Lagarde
said last month.

The European Union lenders-the
European Commission, European Central
Bank and European Stability Mechanism-
want the IMF involved, primarily because it

brings in an outside enforcer. But the
Europeans themselves have so far refused
to say what they plan to do, preferring a
general pledge to provide debt relief once
certain reform criteria are achieved.
Germany, for one, does not want to show
this year’s voters it is doing Greece a favour
using German taxpayers’ money. That is not
enough for the IMF.

Details, details
Then there is the question of what kind

of debt relief to offer Greece. There is some-
thing of an edifice in place here, but so far it
is a wall without cement. There is no longer
any talk of debt “forgiveness” - simply letting
Greece off paying back its debt. The euro-
zone says there is no provision for that
under its rules. But there is less objection to
stretching out payments, cutting interest on
the EU debt and making repayments flexible
enough that they do not amount to more
than 15 percent of Greece’s GDP annually. 

For its part, the IMF cannot legally

change its repayment structure, which in
turn slightly undermines its demands of the
EU. How far to stretch out payments, where
to cut interest rates to, and even what part
of the debt is included are all issues to be
argued over. One more opportunity for a
clash is over just how much of a primary
budget surplus-the budget balance exclud-
ing debt repayments-Athens has to run for
its debt to be sustainable.

The IMF says Greece can hit 2.2 percent in
2018 and aim at 3.5 percent annually in
2019-2021. After that, though, it says it
should only be 1.5 percent. Euro-zone
lenders, however, want Greece to sustain a
3.5 percent primary surplus target over a
slightly longer period to be able to pay the
annual interest rates for its debt. After that, it
is publicly undecided. Few other European
Union countries run surpluses of the size
that Greece is being told to reach and sus-
tain.  But then, none of them have a debt
mountain relative to GDP the size of the
South African economy. —Reuters

Relief map for Greek debt? Not without a fight

When North Korea’s founder Kim Il-Sung visited
Beijing to sign a mutual defense pact with
China in 1961, he was comforted by the mili-

tary protection promised by his fellow communist
neighbors. But half a century and a few North Korean
nuclear tests later, the agreement is beginning to look
like a musty Cold War relic that China would rather for-
get. Despite their alliance in the 1950 - 1953 Korean
War, analysts question whether Beijing would now
rush to Pyongyang’s defense in a military confronta-
tion with the United States and South Korea.

Chinese leader Mao Zedong once described the
neighbors as being as “close as lips and teeth.” For his
part, Kim told Mao that signing the Treaty of
Friendship, Cooperation and Mutual Assistance “raised
our confidence, and we feel safeguarded”, according to
a memoir of Mao’s diplomatic activities published in
2003. But the two leaders are long dead and China,
which is now the world’s second largest economy and
a pillar of the global order, appears less enthusiastic
about protecting its treaty partner in a conflict that
estimates suggest could cost hundreds of thousands
of lives and lay waste to Seoul. 

The current leaders of both nations, Chinese
President Xi Jinping and North Korea’s Kim Jong-Un,
have never even met. The treaty constitutes “a very
important part” of Sino-North Korean ties, professor
Maochun Miles Yu at the United States Naval Academy
said. But, he added, it is by no means clear what China
is actually prepared to do for the North if push comes
to shove: “It’s a mystery.”

Atomic threat
North Korea’s regular missile launches and the

prospect of a possible sixth nuclear test are putting
Beijing in a tight spot as it already faces US pressure to
slash economic ties to punish Pyongyang. “It’s hard to
say how China would assist North Korea militarily in
case of war, since North Korea is developing nuclear
weapons, an act that might have already breached the
treaty between the two nations,” retired Chinese naval
colonel Li Jie told the daily South China Morning Post
last month. China’s nationalistic Global Times newspa-
per invoked two scenarios, including one in which
Beijing would refrain from defending Pyongyang. “If
North Korea continues to carry out severe missile tests,
and the United States launches a surgical attack on its
facilities, Beijing should impose a diplomatic boycott,
but there is no necessity of military intervention,” said
an op-ed published in the Global Times last month.

But the daily said China “should immediately carry
out necessary military intervention” if the US and
South Korea launch a ground invasion in the North to
overthrow the regime. While Beijing’s commitment to
the pact is in question, it remains sensitive to US mili-
tary movements in the region. On Tuesday, China
demanded that Washington “immediately” suspend
the deployment of a missile shield in South Korea
hours after officials announced that it was opera-
tional. “We will firmly take necessary measures to
uphold our interests,” foreign ministry spokesman
Geng Shuang said.

‘Complicated situation’
The military pact automatically renews every 20

years, most recently in 2001, meaning it is now valid
through 2021. Last year, Xi and Kim exchanged mes-
sages to mark the treaty’s 55th anniversary. The
Chinese president wrote that both sides have cooper-
ated in the “spirit” of the treaty and that their “friend-
ship serves as a precious wealth.”

The treaty, Kim responded, “has become a firm legal
foundation for constantly consolidating the friendly
and cooperative relations that were forged in the
bloody struggle for independence against imperialism
and for socialism.” But in 2013, a Chinese defence min-
istry spokesman said it would be “unprofessional” to
answer a hypothetical question about whether Beijing
would militarily back Pyongyang in an attack. Asked on
Tuesday whether China was still committed to the
pact’s terms, foreign ministry spokesman Geng Shuang
said: “The principle of (the treaty) is to promote China-
DPRK friendly cooperation in various fields and uphold
regional security.”

He added: “The current situation on the peninsula is
highly complicated, delicate and tense. We urge all
sides to stay calm and abstain from any action that
may aggravate tensions.” Young-June Chung, an associ-
ate professor at Shanghai’s Tongji University, said the
pact’s “diplomatic status is a little bit obscure” as nei-
ther side has acknowledged that it is “invalid.” But he
added that Beijing “would not sacrifice its relations
with the US and South Korea for North Korea.” —AFP

China’s military 
pact with North 

Korea looks shaky

By Vincent Drouin

Centrist frontrunner Emmanuel Macron and far-
right candidate Marine Le Pen, who go head-to-
head Wednesday in a final debate ahead of the

May 7 runoff in France’s presidential election, are dia-
metrically opposed on issues ranging from immigra-
tion to Europe to gay marriage. Here is where they
stand on the key questions:

Europe 
Le Pen has insisted on the need for France to drop

the euro s ingle currenc y and leave Europe’s
Schengen visa-free travel zone. She says she will hold
six months of negotiations on returning powers from
Brussels to national capitals after which she will hold
a “Frexit” referendum on France’s membership of the
European Union.

She also opposes the CETA trade deal between the
EU and Canada. Macron, a former banker and econo-
my minister, has run an unabashedly pro-European
campaign. He wants to bolster the euro-zone by set-
ting up a separate budget for the 19 countries that use
the common currency. He also proposes giving the
zone its own parliament and finance minister.  Macron
also wants Europe to strengthen its external borders
by setting up a common border force, pool more of its
defence forces and impose higher tariffs to protect
European industry from unfair competition, particular-
ly from China.  He is generally supportive of interna-
tional trade deals and backs the treaty with Canada.

Immigration 
Le Pen has vowed a temporary “moratorium” on

long-term legal immigration until quotas can be
worked out. She wants to reduce net migration-the
difference between the number of people arriving
and leaving-to just 10,000 and bar illegal immigrants
from gaining residency. She would make it harder to
quali fy  for  asylum and cur tai l  pol icies that let
migrants bring relatives to France. Foreigners convict-
ed on terror charges or any other crime would be
automatically deported, and she would abolish a law
that allows children with migrant parents who are
born in France to gain French citizenship.  

She would also toughen laws on conspicuous reli-
gious symbols, extending a ban on Muslim head
scarves, Christian crosses, Jewish skullcaps and other
symbols to all public places. She would also ban the
Islamic burkini swimsuit.  Macron has said he would
not look to prohibit religious symbols outside of
schools, nor ban the burkini. He has championed
diversity and vowed to give tax breaks to companies
that hire young people from tough predominantly
immigrant neighborhoods. He has pledged to speed
up the review process for asylum requests to a maxi-
mum of six months, including appeals. He has praised
German Chancellor Angela Merkel over her generous
policy to asylum seekers that has seen more than one
million new arrivals since 2015.

Labor and retirement  
Both candidates have said they would keep France’s

official 35-hour work week, adopted by a Socialist govern-
ment in 2000, but Macron, a liberal, has promised to give
companies more freedom to negotiate working time
directly with employees. Le Pen wants to lower the retire-
ment age to 60 from 62, the minimum age currently for
most people. Macron wants to unify a complex web of
retirement rules for various public and private-sector
employees, while maintaining the current retirement age.

He also wants to give the self-employed access to
unemployment benefits but suspend benefits for quali-
fied workers who refuse two “decent” job offers.  To rein in
the budget, Macron wants to cut 120,000 civil servant
jobs, though hospitals would be spared, while also creat-
ing 10,000 police jobs and 4,000 to 5,000 teaching posts.
Le Pen advocates more civil servant jobs at the national
level and for hospitals, but fewer jobs managed by French
regional authorities. She also wants 21,000 more police
and customs officials.

Taxes 
Le Pen would impose a 35-percent tax on goods by

companies that move production outside France, and also
add a new tax on groups that hire foreign workers, as part
of her “national preference” policy. She would cut income
taxes by 10 percent for the lowest-earning households,
and drop France’s plan to withhold income tax from

monthly earnings starting next year-currently the French
pay tax on income the year after it is earned.  Macron
wants a three-year suspension of residents’ taxes for 80
percent of French households. He also wants to turn
France’s so-called “solidarity” wealth tax on people claim-
ing more than 1.3 million euros ($1.4 million) in assets into
a tax on real-estate wealth, which would exclude financial
assets. Le Pen has said she would leave the wealth tax
untouched.

Energy, education, family
Macron has pledged to cut France’s reliance on

nuclear energy to 50 percent of its total electricity needs
by 2025, from about 75 percent now.  Le Pen has been a
staunch defender of nuclear power, and would halt
France’s efforts to develop wind power. In education, Le
Pen would impose a uniform for all public school stu-
dents and roll back a controversial reform meant to make
French school days shorter.  Macron wants to give
schools more autonomy in terms of hiring and cut pri-
mary school class sizes in half in low-achieving and poor
areas. He would also ban the use of cellphones in ele-
mentary schools. Le Pen wants to scrap a 2013 gay mar-
riage law and replace it with a new form of civil partner-
ship. She would also restrict medically assisted procre-
ation to couples unable to have children naturally.
Macron wants lesbian couples to also have access to fer-
tility treatment. —AFP

Polar opposites: Issues that divide Le Pen and Macron

This combination of pictures shows French presidential election candidate for the En-Marche move-
ment Emmanuel Macron and French presidential election candidate for the far-right Front National
(FN) party Marine Le Pen posing during recent photo sessions in Paris. —AFP


