
POLI 144: International Political Economy  
Memo #2: Should Greece leave the Eurozone?  
 
Overview: In 2009, fear of Greece’s large budget deficit (13%) and heavy debt burden (>115% of 
GDP), led credit agencies to downgrade Greek debt ratings. As Greece found it exceedingly difficult 
and expensive to borrow, it seemed likely that Greece would default. Since 2010, Greece has 
accepted three bailout packages from the EU and the IMF, implanted significant reforms, and has 
still failed to recover. This has raised significant debate over the constraints of a fixed monetary 
union. Talk of Greece leaving the Euro and reintroducing its old currency, the Drachma, has 
recently renewed since the British exit from the EU in 2016. Proponents argue that leaving the Euro 
will allow Greece to devalue its currency to attract exports/diminish imports. Opponents argue that 
leaving the Euro will be too painful in the short-term, as it will reduce the wealth of the Greek 
population. 
 
Prompt: Consider yourself an economic policy advisor that has been asked to write a policy memo 
on the current crisis. Advise Greek Prime Minister Tsipras on Greece’s future in the Eurozone. 
 
Should Greece reestablish its own currency or stay in the Eurozone?  
 
Remember, that policy memos are client based and are designed to provide information and 
guidance on a particular problem or issue to a decision maker. They should be well-organized and 
succinct analyses that make a connection between background, evidence and recommendations. A 
good policy memo should introduce the problem, provide necessary background, analyze and 
evaluate both policy options based on available evidence, and justify a recommendation. 
Most importantly, a policy memo should be clear, concise and well organized.  
 
Note: The Greek debt crisis is complex and multifaceted. For this assignment, focus specifically on 
Greece’s exchange rate policy and the pros/cons of a fixed exchange rate regime. It is acceptable to 
abstract away from controversy over bailouts and austerity if it is not relevant to your argument.  
 
To guide your memo consult the following sources: 
Background information (not required): 

o Oatley 241-247 
o “Greece’s Debt 1974-2017.” 2017. Council on Foreign Relations. 

https://www.cfr.org/timeline/greeces-debt-crisis-timeline 
 
On leaving the Euro:  

o “Leaving the Euro would be Devilishly Difficult.” 2017. The Economist. 
https://www.economist.com/news/special-report/21719195-it-would-not-however-be-
impossible-leaving-euro-would-be-devilishly-difficult (pdf also on TritonEd) 

o Sinn, Hans-Werner. 2015. “Why Greece Should Leave the Eurozone.” The New York Times. 
https://www.nytimes.com/2015/07/25/opinion/why-greece-should-leave-the-
eurozone.html 

o Weissmann, Jordan. 2015. “What Will Happen to Greece if it Leaves the Euro?” Slate. 
http://www.slate.com/blogs/moneybox/2015/07/07/what_would_happen_if_greece_leav
es_the_euro_the_best_and_worst_case_scenarios.html 



o Gagnon, Joseph. 2015. “Can the Grexit Lemon be Made into Lemonade?” Peterson Institute for 
International Economics. https://piie.com/blogs/realtime-economic-issues-watch/can-grexit-
lemon-be-made-lemonade?p=5073#_ftnref2 

o Swanson, Ana. 2015. “Why Leaving the Euro could be a Nightmare for the Greeks.” The 
Washington Post. https://www.washingtonpost.com/news/wonk/wp/2015/07/09/why-
leaving-the-euro-could-be-a-nightmare-for-the-greeks/?utm_term=.0c13c4b920bb 

 
 
Requirements: The paper must provide an explicit recommendation on whether Greece should 
stay in or leave the Eurozone. To justify your recommendation, you must reference at least three of 
the suggested sources and two more outside sources of your own (for a total of five sources). 
Outside sources should come from the reputable public press, government publications or academic 
journals. The best memos will also incorporate economic and political theories from the course as 
part of their explanation. 
 Please be advised that your should not merely summarize the current “Grexit” debate, but 
use available materials to substantiate your own original and cohesive argument about the future 
of Greek exchange rate policy. The memo should be a maximum of 2 pages, single-spaced, with 
one inch margins. You should also include a bibliography, but this does not count towards the 
page limit. There is a strict 20% deduction for papers that exceed two single-spaced pages.   
 
Due Date: A hard copy of your memo is due in class on Monday, July 31st. Memos will serve as 
the starting point for a “think tank” discussion on the Euro’s future. An additional electronic copy 
must also be submitted to turnitin.com via the link on TritonEd by 2:00pm on the same day.  
 


