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With over 20% unemployment and in the middle of a depression, Greece will be ruled by a caretaker government until the elections of June 17.  The government that emerges out of the elections may have to take emergency measures to prevent state and social collapse in the face of an ever-worsening economy.

Similar challenges faced the United States between the election of Franklin Roosevelt in November 1932 and his inauguration in March 1933. In that interval, unemployment exceeded 25%. Economic activity contracted rapidly. Bank runs drained funds from the financial system. Lame-duck President Herbert Hoover stood inactive while the economy collapsed, and governors of 28 states declared a banking moratorium, which prohibited creditors from withdrawing funds from other financial institutions. The crisis peaked on the Friday preceding Roosevelt’s inauguration, when Governor Lehman shut down the financial system in New York State
Hours after swearing the oath of office, President Roosevelt embarked upon a campaign that resuscitated the United States financial system. His first executive order declared a national banking holiday, abandoned America’s fixed exchange-rate, imposed capital controls, confiscated monetary gold held by all firms and individuals, and devalued the dollar. Within the week, Roosevelt proposed and Congress passed an Emergency Banking Act, which restored depositors’ faith in financial institutions. During the next week, his administration reopened financial institutions throughout the nation, beginning three years of rapid economic recovery. In the months that followed, the Roosevelt Administration and the US Congress passed an array of legislation overhauling the financial system. These acts created the Securities Exchange Commission, Federal Deposit Insurance Corporation, Federal Open Market Committee, and other regulatory bodies that ushered in fifty years of financial stability and economic expansion.
Who devised the plans that Roosevelt implemented so swiftly and successfully?  The professional federal bureaucracy led by Republican political appointees devised almost all of these initiatives during the last year of the Hoover administration. Their array of contingency plans included options for worst-case scenarios that Hoover himself refused to implement. During the interregnum, Hoover’s subordinates conveyed the full spectrum of their contingency plans to the incoming administration, allowing Roosevelt to act decisively within hours of assuming office.
The important - and urgent - lesson is that the current caretaker Greek government and the Bank of Greece need to similarly prepare at least basic plans for the likely contingencies that will face the next Greek government.  The hope is that the two previous governments have already done some preparation.
The first order of business of the new government would be how to handle the deteriorating public finances and the worsening state of the banking system.  Plans need to be made for issuing IOU’s in the absence of sufficient funds, for bank holidays, for possible exit from the Eurozone, and for restoring public confidence in the financial system.
The Bank of Greece and the Finance ministry need to have plans on how to handle the immediate period of transition to a new currency, starting with the initial announcement, the number of days for a bank holiday, in addition to all the details of printing the new currency, converting the banks’ accounting and computer systems, and other similar but important details.  Plans for capital controls and for the importation and distribution of petroleum products, pharmaceutical and even food will also need to be made.
The problems Greece is facing are more difficult than those faced by the Hoover and Roosevelt administrations – the economy and financial systems are more complex now, Greece is much smaller and open than the US was in the 1930s, and the fact that the country does not have its own currency increases the difficulty in the short run.  It is therefore imperative that some preparation is undertaken even at this late stage, if it has not been done already.

The problem, of course, is not limited to Greece.  The whole of the Eurozone is facing the specter of a breakup and preparation for as an orderly transition as is possible under the circumstances is imperative as well, regardless of one’s belief and desire that it will not or should not occur.  If Herbert Hoover’s administration had the foresight to prepare plans that he himself did not want to implement, so should Greece’s and other Eurozone current governments for the benefit of their successors, their countries, Europe, and the rest of the world.   
