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[The Greek government has promised to cut its budget deficit to 3% of gross domestic
product in 2012. But the cost of insuring Greek debt against default continues to
rise. To many, that means the Greek government has a credibility problem. But at
the root of that problem is a deeper, more fundamental question: is Greece
governable?

The citizens of any nation always retain the right to disagree with their

government. Even so, most of the time they obey the laws made by that government,

in spirit as well as in letter. Among those nations that have a successful track

record of confronting and overcoming existential crises, that obedience and sense

of common purpose is strongest when the threat is greatest




As of yet, for bond investors the jury is out on whether Greece is governable—in
particular whether its government is capable of delivering the budget cuts it has
promised. That was clear from the reaction to events as they unfolded Wednesday.

Investors welcomed the EU Commission’s qualified endorsement of the Greek
government’s budget plan, but sold bonds again when the country’s largest union
announced it would call a general strike on Feb 24 to protest against the austerity
measures. Those doubts about governability were reinforced Thursday as tax
collectors and customs officers walked off the job, ahead of strikes by civil

servants, doctors and Communist—backed workers on Feb 10.
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