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Outline of the presentation on 

the crisis in Greece 
• 1) Part 1: Causes of the crisis in Greece 

• 2) Part 2: Consequences of the crisis and 

crisis management 

• 3) Part 3: Outlook for the future 



Part 1: Sketch of an explanatory 

framework 
• After transition to democracy (1974), a 

thirty year long set of legacies of state-

dependent economic development, 

patronage-based organization of the state 

and polarized political culture. 

• In 2008-2010, coincidence of incomplete 

project of the Economic and Monetary 

Union (EMU) with global financial crisis 

and unsustainable Greek ‘variety’ of 

capitalism. Thus, the crisis in Greece. 



Active population as percentage share of total population in Greece  

in comparative perspective (ages 15-64, 2012) 

Source: EC, Employment and Social Developments in Europe 2012, Brussels, November 2012 
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Employment by branch of economic activity in Greece  

(persons aged 15 years and over) 
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Annual hours  actually worked per wage employee in Greece  

in comparative perspective (2011, OECD data) 
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Productivity per hour in Greece in comparative perspective, 2009 (USA=1000) 

Source: OECD, StatExtracts: labour productivity levels in the total economy, 2010 
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Average real and legal retirement age in Greece  

in comparative perspective (2009) 
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Cost of compensation of employees of general government in Greece  

in comparative perspective (% of GDP, at market prices, 2012) 

Source: European Economy Statistical Annex, Autumn 2012, Table 62, p. 152 
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Average income by profession/occupation declared for tax purposes in Greece  

(in Euros, 2010 annual income) 
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Percentage distribution of direct tax burden  

(data for taxes imposed in 2011 for income raised in 2010) 

Source: General Secretariat of Information Systems, Ministry of Finance,  
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Percentage of increase in real compensation per employee in 2001-2010 in Greece  

in comparative perspective (deflator GDP) 
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The long-term view: the Greek 

‘variety of capitalism’ (I) 
• A few large enterprises vs. a myriad of SMEs 

(only 400 companies employ > 250 workers). 

• The self-employed: 1/3 the labor force 

• Skewed representation in favor of large 

businesses and public sector workers 

• Low labor force participation (particularly among 

women and the young). 

• Comparatively large agricultural and service 

sectors.  (Analysis of K. Featherstone) 



The long-term view: the Greek 

‘variety of capitalism’ (II) 
• Divergence of employment and education 

trends. 

• High regulation of and restricted access to 
business niches (e.g., transportation of 
commercial goods, pharmacies) and to some 
liberal professions.  

• Low competition in the private sector. 

• Relatively large and inefficient state sector. 

• High welfare spending, but very fragmented and 
skewed in favor of public sector employees and 
the liberal professions. 



Shorter-term causes of the 

economic crisis in Greece 
• Global financial crisis since fall 2008 

• Emerging discrepancies between the 

North and the South in the Eurozone in 

terms of export capacity, competitiveness  

• Comparatively steep rise in labor cost in 

Greece 

• Low domestic and foreign direct 

investment   

• And a preceding crisis of governance! 

 



The political causes behind the 

crisis in Greece 
• Polarized party system, 1981-2011  

• Lack of checks and balances 

• Patronage-based public spending and 

erratic development of the state 

administration at least since 1974 

• Distrust in institutions, before the crisis 

• Incapacity or reluctance to collect taxes, 

control corruption and modernize the state 

administration. 



Incapacity or reluctance to control 

corruption 
• In October 2010 Transparency International ranked 

Greece 78th among 178 countries, on a par with China, 
Colombia, Lesotho, Serbia, Peru and Thailand.  

 

• Greece's Corruption Perception Index score (3.5 in the 
scale 0.0-10.0) was far lower than all other EU Member 
– States, including Bulgaria and Romania.  

 

• In the past, Greece fared better: in 2001 it was ranked 
42nd among 91 countries with a score of 4.2; and in 
2005 its score was 4.3. 



The multiple Greek problems on 

the eve of the crisis (2009) 
• Collapse of government revenue: only 38% of the GDP 

• Surge of government expenditure: 49% of the GDP 

• High budget deficit: 16% of the GDP 

• Unsustainable public debt: 129% of the GDP 

• Negative balance of payments: -18.0% of the GDP in 
2008  

• Long-term unemployment: ranging 8-12% in 1988-2008 

• Income inequality: average Gini coefficient 0.34 in 2000-
2010  

• Relative poverty: hovering around 20% of the population 
for almost two decades, 1990-2008 



Part 2: consequences of the 

crisis and crisis management 



Unemployment rate in Southern 

Europe, 2008 and 2012 

%, labor force 2008 2012 

Greece 7.7 24.7 

Italy  6.7 10.6 

Portugal 8.5 12.9 

Spain  11.3 25.0 



Poverty rate in Southern Europe,  

2008 and 2011 

%, population 
at risk of 
poverty 

     2008     2011 

Greece 20.1 21.4 

Italy  18.4 19.6 

Portugal 18.5 18.0 

Spain  19.6 21.8 



Share of the population at risk of poverty in Greece  

in comparative perspective (2011)  

 

Source: Eurostat-SILC 
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Annual percentage change of real 

compensation per employee 
%, 
annual 
change 

2011 2012 2013 

Greece -4.4 -6.4 -5.7 

Italy  0.0 -0.3 -0.3 

Portugal -1.4 -3.2 0.0 

Spain  -0.3 0.2 -0.5 



Deepening social cleavages 

• Securely vs. precariously employed.  

• Public sector vs. private sector workers. 

• Liberal professionals, SME’s owners and 

self-employed vs. salaried strata (i.e., non-

tax payers vs. tax payers). 

• Foreign migrants vs. Greeks. 

• Pro-EU vs. anti-EU citizens and, above all,  

those in favor vs. those against the bailout 

packages and the austerity measures. 



Changes in political 

representation and parties 
• Emergence of extra-parliamentary, protest 

movements (Greek ‘indignados’, the ‘won’t 
pay’ movement, violent local mobilizations 
against waste management plants,  
foreign investment projects). 

• Decline in turn-out in national elections 

• Decline of two-party system (ND, PASOK) 

• Coalition governments 

• Rise of the Radical Left (Syriza party) 

• Rise of the Far Right (Golden Dawn party) 

 

 



Trust in government in Southern 

Europe 2003, 2010 and 2012  
%, tend 
to trust 

2003 2010 2012 

Greece 55 21 6 

Italy  26 23 11 

Portugal 34 19 17 

Spain  42 21 13 



Trust in parliament in Southern Europe 

2003, 2010 and 2012  
%, tend 
to trust 

2003 2010 2012 

Greece 63 47 12 

Italy  32 26 8 

Portugal 37 27 21 

Spain  42 22 11 



Trust in political parties in Southern 

Europe 2003, 2010 and 2012  
%, tend 
to trust 

2003 2010 2012 

Greece 28 5 7 

Italy  13 16 4 

Portugal 16 14 16 

Spain  27 11 10 



Part III: outlook for Greece’s 

future in the 2010s  



Who is key in getting Greece 

through the crisis? 

• International organizations (IMF, EU, ECB) 

• The government. 

• Technocrats supporting policy reforms. 

• Export-oriented, innovative entrepreneurs. 

• Unskilled foreigners and highly skilled 

Greeks leaving the country…… 

• The extended Greek family, sharing 

resources and protecting underpaid or 

laid-off family members. 

 



What is the role of the EU? 

• EU’s role in creating and overcoming the 
malaise: 

• Delayed reaction and under-estimation of 
the effects of the Greek crisis by the EU in 
the winter of 2009-2010. 

• EU’s ability to adapt: new financial 
mechanisms to protect the Eurozone; 
funds and technical assistance channeled 
to Greece; talk of economic governance.  



What kind of Greece will emerge 

on the other side (I) 

• Difficult to predict, but we may see: 

• A private sector less dependent on the 

state for subsidies and business orders. 

• Increase of precarious work, also shift to 

agricultural employment. 

• Increasing importance of tourism, export-

oriented agriculture, transport business. 

• Larger black economy? (already estimated 

at 30% of official economy) 

 



What kind of Greece will emerge 

on the other side (II) 

• However, we may also see the rise of: 

• A more informed Greek society, conscious 

of the constraints, risks and opportunities 

of the European and global economy. 

• A more concerned Greek society, not 

willing to tolerate any further political 

patronage, corruption, tax evasion and 

dissipation of state resources.    

  


