RI/IR

Wood, G., Szamosi, L.T., Psychogios, A., Sarvanigisand Fotopoulou (Forthcoming),
Rethinking Greek Capitalism through the Lens ofustdal Relations Reform: A View until
the 2015 ReferendurRelations industrielles/Industrial Relations

Rethinking Greek Capitalism through the Lens of Industrial
Relations Reform: A View until the 2015 Referendum

Geoffrey Wood, Leslie T. Szamosi, Alexandros Psychims, Sofoklis Sarvanidis,

and Dialechti, Fotopoulou

Abstract

This paper explores changes in Industrial Relat(®R¥ regulation and practice in a
context of institutional crisis and change. Thesgrg literature on industrial relations
in Greece highlights a long process of deregulatiam has been accelerated since the
onset of the economic crisis, and the inherent segation of the Greek system
between regulated players and largely unregulatédrmal and SME players.
Radical neo-liberal reforms have weakened the iposibf those most reliant on
traditional regulatory arrangements: larger forsedtor employers and their workers,
making the basis of Greek competitiveness morelé&adt the same time, the system
cannot be dismissed as simply dysfunctional: kég @iterests have done well from
weak and uneven institutional coverage and have hmiac gain by reduced
government capabilities. At the time of writing,etfGreek IR system is being
impelled in one direction by external pressures elitd interests, and another by a
grassroots counter-movement; whilst the solutianghe Greek condition may be

political, the realm of political action is circuorébed by long historical legacies.
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Introduction

There has been a growing body of work on IR in Geevhich has highlighted the
nature and extent of structural crisis and systelbieralization (Kornelakis and

Voskeristian, 2014; Zambarloukou, 2010). A commtargl running through such

work is that Greece has undergone shifts towagigdd regulation, but without the
complementarities normally associated with matuibetal Market Economies

(LMEs,ibid.). In contrast, based on the most recent develofgmenGreece, and

ongoing advances in the theoretical literature @mgarative capitalism, we highlight
not only institutional changes, but also long couities, continuities that set Greece
apart from both ‘disorganized’ LMEs and other Mixigthrket Economies (MMES),

making for an industrial relations system with sajnée distinct features.

It can be argued that in examining issues of msihal change and labour market
regulation, there has been a tendency to eithelectegolitics, or assume that the
hollowing out of politics is a foregone conclusiangking liberalization inevitable
(c.f. Streeck, 2011); in contrast, the accessiopower of Syriza would indicate that
political counter-movements may indeed make realaades, even if durable
compromises or solutions remain elusive. Once maserecent advances in elite
theory alert us, when military elites are able &wwe a persistent influence in
national life, socio-economic realities will différom other countries with broadly
similar institutional arrangements in other respe@riestland, 2012). Hence, this
paper highlights the limitations of conceptualisas of the role of the state that
simply depict it as retreating or struggling to mge markets; it draws out the
consequences of excessive and partially concealfethck spending for other areas of
the economy, and, by extension, for work and emmpkyt relations. This is a feature
that sets Greece apart from MMESs, but has relevdocether national contexts
where military ambitions outstrip economic capaiei, and where relations with the
military have been quite effective in accessingoueses, austerity elsewhere
notwithstanding. In other words, unlike other MMHs,Greece the sovereign debt
crisis was not only due to the state shoulderirrgdébts run up by an irresponsible
banking sector, but owing to over-borrowing to smppunsustainable levels of
defence spending. Not only is the latter likelyctowd out investment in other areas
of the economy (Scott, 2001; Kollias and Paleolgga@10), but it also made the

crisis, and the scale and depth of current refopasgticularly severe. Again, due to
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long historical legacies, key economic elites haxby selectively engaged with the
national system (Close, 2014). Due to the extrdmditly of the situation being faced
in Greece at this time and the particularly ‘quicddtdating of information, this
research focuses on publically available informaticomplemented by recent
theoretical advances within the broad literaturecomparative capitalism and elite

theory.

Varieties of Capitalism and the Greek ‘Mixed Market Capitalism

The original Varieties of Capitalism (VoC) approdetall and Soskice, 2001) divides
developed countries into Liberal (LME, e.g. US ddid) and Coordinated Market
Economies (CME, e.g. Scandinavia, Germany, Jap#ad).and Soskice (2001) held
that other capitalist archetypes lacked the knoammementarities encountered in
them, and hence would ultimately converge in thieation of one or the other. Later
work conceded that convergence was neither a snrmaotimevitable process and that
other societies had distinct and persistent irtgtital features (and, indeed, pockets
of advantage) in their own right (Amable, 2003; Eladet al, 2007).

More recent developments and extensions of the ®p@oach developed further
archetypes. Hall and Thelen (2006) suggest thatettmmomies found in Southern
Europe, constitute an archetype in their own righg “mixed market economies”
(MMESs), which include Spain, Portugal, Italy ande&ce. These economies show a
“mixed market regulation with a degree of coordiet relational arrangements”
(Nash, 2011: 230). In other words, they have béassified as being in-between two
mature archetypes of the VoC model (Hanekal, 2007). The term MME is not an
unproblematic one in that CMEs also combine elemenft state and market.
Nonetheless, this is a term that has gained somenay, and hence is one deployed
through this article.

In a recentRelations industrielles/Industrial Relationpaper, Kornelakis and
Voskeritsan (2014: 344) argued that reforms wouldarisform Greece into a
dysfunctional market economy.” The political backlaagainst the reforms, and the
accession to power of Syriza in 2015, have higldidithe extent to which top-down

reforms may be halted or even reversed, and trengalsdynamism and volatility of
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the Greek system jeopardized. At the same timen&akis and Voskeritsan (2014)
focused on the formal mechanisms of regulation poltty reforms up until 2011,
they acknowledge, however, that a key feature oéeGe is not so much the
regulatory reforms, but how there can be a perdistisarticulation between
regulatory features and actual firm level practicBsis would suggest that formal
regulatory reforms may, in reality, have a very were impact on actual firm
behaviour, especially SMEs and underground ecorsrilence, a primary focus of
this article is on the inherent and persistent sagation of the Greek economy—and
on changes since 2011 up until the acceptanceedhtid bailout terms following the
2015 referendum—complementing this earlier detastedy of changes of regulatory

features.

MMEs are characterized by a large agricultural areclong history of state
intervention and relatively deregulated IR (c.f.llH&nd Soskice, 2001: 21). In
addition, MMEs are not based on skill intensity bather on their ability to meet
changes in market demands (Amable, 2003). As iard#tediterranean countries,
Greece relies heavily on regulation (Casey, 2008) ahe state plays a
predominant role in various aspects of the natieeahomic development such as
the relationships between firms, the relationshyg$ween firms and financial
capital and the determination of industrial relatiooutcomes, education, etc.
(Schmidt, 2002; Zambarloukou, 2006; Fotopoulou, 901According to
Zambarloukou (2010), another feature of Greecenés ihefficient coordination
within the economy and labour market which is manellated to the large number
of small and medium-sized enterprises (SMEs). @tyilwith other MMEs, like
Spain and ltaly, Greece appears to have a misfivden labour institutions and
lack of institutional complementarities (c.f. Mddimand Rhodes, 2007: 225-226). In
other words, in MMEs, there is a history of thetestplaying an extensive
regulatory role; there is also a lack of developestitutional complementarities,
especially in relation to welfare and educationavjsions (Hanckeet al, 2007;
Amable, 2003; Hall and Soskice, 2001). The limiteelfare provision increases
the need for attachment to job security (Featheestd®2008). In MMEs, a
unionized employee voice is strongly reliant upba provisions of a legislative
framework (see Regalia, 1995; c.f. Marginson anss@i, 2006). Hency...]

legal enactment has been prior and collective banigg secondary, reflecting the
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pervasive role of the state in economic and soaftdirs [...]” (Marginson and
Sisson, 2006: 43).

Whilst the MME categorization is a very broad otere is little doubt that the Greek
economy has all these features, albeit sometimesninexaggerated form (c.f.
Psychogiost al, 2010; Psychogios and Wood, 2010). This has ledesariters to
suggest that it is somewhat hard to categorize®@u@s such as Greece that appear
to be shifting towards a “defamiliarized” and mditeeral model (Kornelakis and
Voskeritsan, 2014). This argument is also supponsd recent work in the
comparative institutional tradition that has highlied the extent to which institutions
are not always as closely coupled as commonly predyLane and Wood, 2009) nor
is the coverage of national institutions necesgardmplete ipid.). In this respect,
within any national context, there are areas oheatic activity and social groupings
that may become decoupled from dominant ways afglthiings nationally. There are

two forms of such decoupling which may be assumed.

The first is that whilst there is an inevitable stiring of institutions at the national
level, regional and sectoral institutions may maf@ alternative sets of
complementaritiesil§id.). A cluster of firms—or even, a single large firnmay
create alternative sets of local institutions (Ctoat al, 2009: 672). Firms may opt
away from the dominant national paradigm, orientathemselves towards regional
or sectoral specific structuresbifl.). Such a process may be aimed at either
compensating for national systemic “pathologies’anrattempt to build on regional
strengths (Sorge, 2005: 245).

A second process is institutional drift, wherebgioas or social groupings become
partially decoupled not so much as a conscious dgrfa institutional failings at the
national level, but because dominant interestsugifd marginalize or discard those
interests and groupings that are seen irrelevarthdéo own accumulation (Jessop,
2012). In turn, players may seek to at least gdbrteit from the system because the
burdens imposed (i.e., the taxes or formal emplaymegulation) appear greater than
the benefits of participation.
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From a social system of production starting pofmhable (2003) argues that what he
terms as the Mediterranean model is neither tempamar transitional, but may
persist and evolve on distinct lines. Such cousthave some advantages in labour
intensive industries sensitive to wage costs, sagttextiles and rubber products
(Amable, 2003: 205; c.f. Kyrgidou and Spyropould@d2); whilst many emerging
markets may have even lower costs, they lack thikehaccess Mediterranean enjoy
as members of the EU. Whilst the hands-off emplayrpelicies, and low investment
in vocational training, that characterize themaither akin to LMEs (Amable, 2003:
140), in Mediterranean economies, this is combingth more regulated product
markets, a tradition of higher levels of state canthand control regulation, and

with their associated administrative and regulatmrgdens (Amable 2003: 120).

Schmidt (2002) provides an alternative—but broaiyilar typology—that of ‘State-

influenced Market Economies’ (Schmidt, 2007), whiclevotes more attention to
industrial relations issues. In State-influencedrida Economies, inter-firm and

employment relationships are characterized by leghls of state mediation, but also
adversarialism as was the case in Greece, at Uedistthe onset of the 2008 crisis
(Featherstone, 2008). Jessop (2012) argues thast wational specificities persist, at
particular moments, a set of ideologies and prastimay attain eco-systemic
dominance; currently, this is neo-liberalism, arehde, any changes in the Greek

system in response to crisis are likely to be is dlirection.

Featherstone (2011) argues that successive Greekmgoents had failed to deal with
structural problems of competitiveness, and grogsalances in both investment and
trade, making the economy highly vulnerable to ewkshocks. The 2008 economic
crisis resulted in the country being placed unaeum@precedented degree of “external
monitoring and policing” by the International Fimded Institutions and the EU
(Featherstone, 2011: 193) arguably on a more tigbréevel than other crisis-ridden
EU states. In turn, the imposition of these meastaise questions of state legitimacy
and governability which may have unforeseen futtwesequences (Featherstone,
2011).

Elite Composition and the Greek Crisis
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Indeed, the scale of the crisis, which was evensavdhan those suffered by Spain,
Portugal and Ireland might suggest that Greeceratheer extreme case. On the one
hand, it could be argued that Greece’s large umdengl economy and institutional
complexities suggest that it has more in commoih wie transitional economies of
the Balkan countries than more developed Mediteaareconomies (Antonopoulos,
2008; Psychogios and Szamosi, 2007). On the othed,hGreece is distinct from
both other MMEs and the other Balkan states bysthectural nature of its crisis. One
of the most remarkable aspects of the present ttondias been the haste with which
the blame for banking sector misconduct has bebityghifted onto the state: crises
which, in Ireland, Spain and Italy, started in banking sector have been swiftly and
carelessly labelled as sovereign wealth crisespideshe fact that the latter were
commonly caused by hasty bank bailouts. In conteasd uniquely, the Greek crisis

is, to a large extent, a genuine sovereign wealth o

As Dunneet al. (2001) note, for many years, owing to antipathyl'tokey, Greece
has borne extraordinarily high levels of defencensjing; easy credit was extended
by West European banks at the prompting of theuegaments in order to bolster
their domestic arms industries. Such spending veag much higher as a proportion
of GDP than other NATO and EU states; at the enth@fCold War, most countries
cut back on arms spending, but in the case of @ragexctually increased leading, in
turn, to extremely high levels of government dédlljas et al, 2004). According to
World Bank (2014) data, prior to 2008 Greece wandmg 2.7% of GDP on military
spending which increased to 3.0% and 3.2% in 2@I® Zespectively; in 2012 and
2013 these were 2.4% and 2.5% respectively. Inrasitltaly and Spain have
maintained 2% and 1% respectively for the last déry while Italy has dropped from
1.8% to about 1.5% of GDP.

As Lynn (2010: 118) notes, a large amount of suelbtdwas “systematically
concealed in the interests of national securitlyi’s tfiddle’ meant that Greece’s debt
situation was very much worse than initially argatied, making for particularly
painful adjustments. Moreover, an excessive investron defence has crowded out
investment in other areas, worsening structurabdisns in the Greek economy, and,
thus, indirectly contributed to the unbalanced retf the labour market (c.f. Kollias

and Paleologou, 2010). The partially concealedreattidefence spending has further
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created ample opportunities for corruption, whicaynspill over into other areas of
the economy; there is much evidence that high anylispending worsens corruption
(Gupta et al, 2001). Ironically, despite it having helped caube Greek crisis,
spending on the Greek military has not been cedaib the same extent as other
areas of the public sector (Drakoularakos, 201A3leeéd, defence spending on
equipment remains opaque (Dempsey, 2013), providindertile avenue for
corruption, and degrading economic life at largeedtland (2012) argues that elites
are typically composed of three factions: militesisnerchant/capitalists; and savants.
Only when the former two are discredited do thietadttain predominance, and enact
policies that entail genuine social compromises.il$¥/there is little doubt that
capitalist elites and the solutions they have pigated are now largely discredited
with a large component of the Greek electorate, nilgarists retain considerable
political influence and clout, whilst weaker goverental regulatory capabilities

make it harder to reign in less responsible econamérests.

The Role of Enterprises in the Greek IR System

In common with other MMES, there is a pronouncedlidm of labour markets and
welfare institutions (Zambarloukou, 2010), whedarge number of Small & Medium
Enterprises (SMES$) exist (i.e., in the Greek case nearly two-thirds total
employment (c.f. Mulhern, 1995 and Kritsantonis98P Most firms are family
owned and managed by their founders or by smalprptors (Galanaki and
Papalexandris, 2005; Mihail and Elefterie, 2006, u¥as, 2004) and the ownership
structure allows for the concentration of power aondtrol within a few large holders
(Vasiliou and Daskalakis, 2009). According to Amealj2003), in contrast with the
Continental European model which emphasizes spcakction, the Mediterranean
model is based on employment protection. Neversiselemployment protection
legislation is in formal terms one of the strictastoss the OECD countries (OECD
2007, 2008 and 2009; c.f. Kretsos, 2011a: 458 &itll2 265), enforcement is
generally inconsistent, incoherent and ineffectivMghail, 2003; Psychogio®t al,
2010; Psychogios and Wood, 2010; Zambarloukou, 280F 2010). Indeed, the

violation of labour law is considered an ‘endemiepomenon’ for the majority of

1 This study follows the definition of SMEs adoptedthe European Commission (2003/361/EC). In
particular, it distinguishes Medium-sized compar{ie250 Employees and 50m Turnover), Small
companies (<50 Employees and 10m Turnover) anddwiompanies (<10 Employees and 2m
Turnover).
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enterprises in the private services sector (Kret2084; c.f. Kretsos, 2011b: 276).

Where unions are absent, rights are particularigk@ambarloukou, 2007 and 2010)
and in particular for SMEs (Mihail, 2004: 550).dny event, firms with less than 20
employees (97% of Greek firms) are not obligedetmbgnize unions representative of
their workforce (Kouzis, 2007; Kretsos, 2011b; Maanis, 2007). Indeed, it has
been argued that worker rights are more precaiilousreece than in other MMEs

(Mihail, 2003; c.f. Psychogios and Wood, 2010).

It is widely noted that many Greek SMEs hire ang paployees in the form of
undeclared work (Kretsos, 2004; Kouzis, 2009), evaakation (Kapsalis, 2007;
Kouzis, 2007; Psychogios and Wood, 2010), and @d#lgergnore labour law

legislations (Mihail, 2004), even if they are foligaconstituted enterprises. In
contrast, large enterprises are highly regulated, lzeavily unionized and since the
onset of the crisis, many have engaged in largkegoa shedding (Hyman, 2010).
After the agreement to the last bailout, the pres@meek left government
“‘committed” to 50€ billion in the sale or windingp@n of state owned assefBh¢

Guardian 2015; Reuters, 2015). This means that the magelated component of
the Greek economy (bar the military complex angalfirms) is likely to shrink with

the unregulated component assuming greater impratan

Towards the Liberalization of Industrial Relations

L abour Market Deregulation

In 2010 in collaboration with the European UniorJjEthe International Monetary
Fund (IMF) signed the Memorandum of Economic ansc#li Policies (MoHR-aw
38452010a,b), starting a process of labour marketgilga¢gion, since the structure of
the Greek labour market was the major barrier fmwgh of the Greek economy
(Koukiadaki and Kretsos, 2012). In this respect, tdrget was a drastic reduction of
labour costs and deregulation and liberalizatioaridus significant aspects of Greek
labour law have been revised with major conseqiehoth for the role of the state
and the actors of the IR system (Koukiadaki andtste 2012). The labour law
reform has been designed to address both the gesiuthe international financial
crisis and Greece’'s own fiscal problems. In additithe austerity measures of
previous Greek governments, as imposed by the IM& BU, have instituted

significant and dramatic changes in employmentcgolMore specifically,
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“[...]the measures proclaimed by the initial and cegsent bailout agreements
stipulated among others wage cuts, pay freezessimeadismissals in the public
sector, restructuring of public enterprises, lowainimum wages for young

workers and increase in retirement age [..Htetsos (2011b: 268).

The new employment relations challenge the coverafjeexisting collective
agreements. The reforms seek to promote the dedieation of collective bargaining
(Kretsos, 2011b: 268). Collective agreements wenestduted with individual or
firm-specific contractslaw 40242012). At the same time, the structural program
adopted in February 2012 gw 40462012) replaced the possibility of indefinite
collective agreements between 1 and 3 years (Dedposloset al, 2013).
Moreover, the law on redundancies became lesst diyiclowering the level of
severance pay and by giving the opportunity to eygk to give half of the
severance pay to employees so long as they proadedtten warning a few months
earlier (ranging from two to six months dependimgtbe number of working years
with the current employer). The minimum wage exgreeed a 22% cut for employees
over 25 years of age and 32% for those under 28s@danis, 2012). Finally, there
was a suspension of bonuses from public sector grees and wage freezes
(European Commission, 2015). These reforms mofftgted those with “good” jobs
at larger organizations: non-unionized employeesnat practically covered by any
sort of union-based collective agreement (Kokkgl2010a; Kretsos, 2011b).

Working Conditions

The employment laws (e.g., 3845/2010, 3863/201394M12 and 4152/2012) also
changed the regulation of working time, moving avirayn the standard level of eight
hours hitherto promoted. Additional remuneratiotesafor overtime have also been
cut. The working week has been extended from fiveix days for private and public
workers, without an additional wage increase, jots seem to have also led to work
intensification with longer hours in many servicEs remaining public sector
employees while overtime rates have been reducecbpgan Commission, 2015). It
is a widespread view amongst trade union officiakt the new legislative context
allows*“the employers to unilaterally define and adjuse thumber of working hours”

(Kokkaliari, 2010a: 34). It also became easierdimployers to make use of temporary

10
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or part-time workers, whilst the provisional periofda probationary employment was

extended.

The Changing Role of Mediation and Arbitration

One of the most critical and challenging issuekésfuture role of the OMED. As has
been noted in the past, it played a significane riol advancing worker rights. Its
reputation as being ‘worker friendly’ has been w@ith under the new law (i.e.,
3899/2010). The latter significantly reduces thepscof the arbitration procedure at
the expense of employees, whilstw 40932012 makes the whole procedure simpler
and faster for the benefit of the employer. In igatar, only issues related to salaries
and remuneration per hour can now be included withe remit of the arbitration
process, whereas other terms and conditions (@guses, compensation rates, and
other benefits) that were typically part of thimgess are now excluded (INE/GSEE-
ADEDY, 2010: 299-300).

Collective Redundancies and Job L osses

New employment legislation allows greater flexilyilin favour of the employers with
regard to redundancies and compensation rates dygoiy the rules of collective
dismissals (c.f. Kretsos, 2011b). More specifigathe compensation rate has been
reduced up to 50% as soon as the employer giveanadd notice. Henceforth,
according to the recent labour law reform, the queiof notice is: a- one month for
those that are employed from 2 months to 10 ydmrgyo months for those that are
employed at least 10 years; c- three months fosehtbhat are employed at least 15
years; d- four months for those that are employddast 20 years; and e- six months
for those that are employed more than 20 years K&ladei, 2010b: 4). In addition,
according to the new employment law, organizatiwibk at least 150 employees can
dismiss up to 5% of the workforce and no more tBaremployees, whereas before
the enactment of the legislation the correspondjagta was 2% (maximum limit)
(Kokkaliari, 2010Db).

Rethinking Greek Capitalism
Greece currently is moving between two major graefpsstitutional drivers through
which its capitalistic system can be understoode Tihst group is related to the

traditional institutional logics of the system, relyn the underground economy
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(Katsios, 2006); the predominance of SMEs (Mulhet@95;Kritsantonis, 1998;
Psychogios and Wood, 2010) that mainly operate omational rather than
international level (Kornelakis and VoskeristiarQ12); the adoption of informal
management and organizational practices (PsychagidsSzamosi, 2007), and the
poor capabilities of the state (Psychogebsl, 2008). The second group is related to
the imposed institutional changes, attempting g&poed to the crisis and make the
system more liberalized (Kyrgidou and Spyropou®@] 3; Koukiadaki and Kretsos,
2012). These two seem to have created a contarsttutional complexity that can
decouple action from structure in terms of adoptimgye liberalized IR practices. For
example, changes in the IR system have been tdrgateliberalizing Greek

capitalism. These changes can be understood fioltbe/ing phases.

In the initial phase (May 2010 to December 2010)IRfreform, changes in the
individual labour law and the collective bargainipgpcess were introduced. In the
second (December 2010-October 2011), further leipsl was introducedLéw
38992010) that established the mediation and arhinatprocess of collective
bargaining (Voskeritsian and Kornelakis 2011). Fr@utober 2011 to June 2012,
collective bargaining had been further decentrdlimaching the level of companies
and industrieslLiaw 40242011); this triggered more social and politicasiséance
(European Commission, 2014). From June 2012 urgitenber 2014 there was
another change in the IR system. During this peribd second memorandum was
ratified and more legislation emerged targetingliberalize the IR systemLéw
40462012; 4152/2012). This phase was characterizea digbilization of the system
which the European Commission (2014) indicated swddistantive implementation
had occurred, goals were generally being met, aagew were in better alignment
with productivity and costs; however, phase foumeao a dramatic ‘halt’ with the
January 2015 election of a left government and ititeoduction of dramatic
turbulence back into the systerRirfancial Times 2015) — termed Phase Five. It
brought in legislation that sought to halt ausyefiird, 2015). It can be argued that
these waves of reforms had the consequences oeweakthe position of those firms
most closely engaged with formal institutional agements, leaving the large
informal sector, the offshore activities of the fatriotic” capitalist elite (periodic
promises of tax crackdowns notwithstanding) andntiaehinations of the militarists

largely unscathed. The Greek system cannot, howbeadismissed as dysfunctional:

12
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clearly, it continues to work quite well for certaeconomic interests, even if the
reforms have left most workers worse off, and epbdnoccupational and job

insecurity.

Although it has often been argued that neo-liberarests welcome such periods of
“creative destruction” in that they open the oppoity for the permanent destruction
of structures that might mediate markets and tatdithe capture of resources by a
new entrepreneurial class (invariably oligarchsle{iK 2007), such processes can, in
some circumstances, leave existing elites complewiscredited, and open
opportunities for new political actors or movemenWhilst the latter are not
invariably progressive, there is a growing numbéregamples (mostly in Latin
America), where reckless liberalization has ledht® ascendency of the radical left.
At the time of writing, it is unclear whether therment Left Government will be able
to realize its agenda, and, in any event, thermséigtle sign of a speedy resolution to

Greece’s structural challenges.

Hence, whilst it has widely been argued that allntoes are to a lesser or greater
extent liberalizing (Streeck, 2011), Greece is gegnlled in two distinct directions,
reflecting both the durable strength of key inteigr®upings who have little interest
in better institutions and external pressures berélization on the one hand, and
political counter-movements on the other hand. édtih the military elite should
bear a significant proportion of the blame for Beeek crisis, they continue to
commandeer a disproportionate amount of state ressu whilst corruption
surrounding defence spending does little to promi@tesparency elsewhere across
the economy. Meanwhile, the capitalist elite argtidguished by their tendency to
evade fiscal responsibility, again, a long legatyaveak and at times, repressive,
state tradition (Close, 2014); nowhere is thisdyettvidenced than the Greek-owned
merchant marine, one of the largest in the worldt largely flagged abroad in
regulatory and tax havens. In turn, this makesry\difficult for even a progressive
Greek government to promote social compromise, amdpromote greater
responsibility and engagement with the system amamgaller economic
players.Hence, liberalization has done little toder systemic dualism, other than
further weakening the position of those firms molesely engaged with, and who

have built their competitiveness on, existing igitbnal arrangements.

13
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But, how can the Greek system work better? Kornglakd Voskeristian (2014)
suggest that if the imposed institutional changesa@ take account of the traditional
institutional logics, they will fail: the whole efft of deregulating the IR system,
intended to make the Greek business environmene raibractive for foreign direct
investments, will be of limited to no importance. dther words, there needs to be
more thought as to what was the basis of competiggs of those Greek and foreign
firms that benefitted from existing institutionatrangements, and who provided
“good” jobs for their workers, and how this can jpeserved during a period of
reform. Yet, it can be argued that a limitationrtitutional theories is a tendency to
focus on the gap between the present and the biesingith only limited attention
being accorded to how they may be bridged. Greenebe impelled in one direction
by a progressive movement from below, but it isvelni in another by external
pressures, and, at home, by militarists and “uigiatt elites, who have little interest
in stronger regulation, and who may well be senmsd weaker governmental

capabilities.

Conclusions

In theoretical terms, this paper highlights thedheetake account of the composition
of elites in understanding both institutional pakpendence and change, and the
uneven and partial nature of what constitutesturgdnal functionality: systems that
may appear in many respects dysfunctional may watker well for specific
economic interests. Indeed, it can be argued tisaitutional arrangements invariably
incorporate some or other functionalities for pautar sets of actors, or they would
not emerge or persist at all. Although Greece hashnin common with other MMEsS,
and indeed surrounding Balkan states, what seted@rapart (with the possible
exceptions of Serbia and Kosovo) is the dispropoaie funnelling of state resources
to the military, not only making for a genuine smign wealth crisis (as adverse to a
bank inflicted one), but also less state spendn@ther areas, a crowding out of
investment, as well as additional opportunities éarruption. In turn, this has
reinforced the dualism in the economy. Whilst thees been a tendency to view
states as retreating in the face of markets, ire€&x¢he situation is more complicated.
For example, Greek governments have persistentiyratied to excessive defence

spending that has consistently outstripped resozapabilities, worsened by Western

14
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European governments who encouraged their bard&stémd easy credit to the Greek
state to bolster up their arms exports. Althougtinthe latest agreement this has been
addressed somewhaw/all Street Journal2015) it is still disproportionate. This is a
further example of why the Greek case is a unique that cannot be easily
categorized as a ‘dysfunctional’ liberal market remoy (Della Sala, 2008;
Kornelakis and Voskeristian, 2014) or MME (Amal®2803) that is characterized by

an inevitable retreat from statism.

There is little doubt that present Greek institi@re both weak and dysfunctional in
terms of regulating labour markets, and, indeedsézuring viable and sustainable
growth, even if they continue to work quite well ineeting the interests of both
militarists and “unpatriotic’ economic elite; indke reduced governmental
capabilities make it inevitably more difficult toold the latter to account. A long
period of institutional drift caused by this typeaapitalism, as local dominant elites
battle to amend the system in order to cope witlg lterm shifts in the capitalist
economy, may result in such elites narrowing tfatus on to their own immediate
concerns which can easily be accommodated thrabghalization of large areas of
the economy, a process that Jessop (2011) argwbsiiacteristic of the global neo-
liberal ecosystem. In short, smaller and more nmatgblayers may both be pushed
further out of the system (either through beniggleet or systematic exclusion) and
actively choose to withdraw. This vests the orgediitabour and other civil society
associations with great historic importance. In thlesence of coherent policy
alternatives, the role of trade unions is likelyémain defensive, mounting desperate
rear-guard actions in order to shore up a decagmsting order. Whilst this vests
national politics with great importance, it is &t ynclear if the current (2015) Greek
government will be able to ameliorate external guess and solve the problem of

Greece’s elite.
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