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The political economy of the Greek state
Once upon a time, there was a small country called Greece. Actually,
according to a self-gratifying anecdote, the location was so beautiful that
God, when parcelling out land to various nationalities, had kept it aside
for his own retirement! The Greeks arrived late so they could not properly
enter the allotment process and started pleading for God’s own place to call
home. God was finally persuaded and granted them their request. Much
later, this same practice was referred to as ‘derogation’ – that is, securing
some exception from, or delayed application of European Union (EU)
directives and regulations. This attitude has defined Greek–EU relationships, as the Greeks have always been vigilant in cushioning their way of
life against, usually imaginary, threats arising from European integration.
In fact, Greece was the only EU country that adopted the euro with a twoyear delay as Greeks were not ready at the prescribed time. Ever since
Eurozone entry in 2001, they have lived, beyond their means, happily
thereafter – to the chagrin of their partners. Following a period of fiscal
profligacy, which peaked in 2009 with catastrophic consequences for the
economy, Greece is now again making use of a unique EU–International
Monetary Fund (IMF) crisis support mechanism, especially concocted for
Eurozone countries with no access to market funding [sic]. A very long trip
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has finally come to an end. And this is the beginning of a new era. This
time around, Greece has no option but to change its ways.
What this paper intends to do is to probe how an underachieving state
can mess things up for a country with an enviable record of economic
performance. I always thought that reinventing government in Greece
would push potential output well beyond the 4% real GDP growth
achieved yearly on average since the early 1990s. It was actually then,
after a period of political and economic instability in the 1980s, that a serious effort of adjustment was undertaken with the objective of bringing
Greece to the core of Europe. This success, which entailed substantial
efforts in industrial restructuring, privatisation, financial liberalisation
and fiscal consolidation, was crowned by the admission of Greece to the
Eurozone club. Ever since, the Greek economy has boomed on the back
of macroeconomic and structural adjustment and the easy money conditions prevailing worldwide, with Greek GDP growth at least 2 percentage
points higher than in the rest of the Eurozone.
Despite all this success, a dichotomy unfolded between the dynamism
of the private sector and the backwardness of the state. The latter was
unable to adjust to developing trends in the global economy – hostage,
to a certain extent, of well-entrenched interest groups, be they labour
unions in the public sector or business interests in traditional and/or lowproductivity, low-value-added industries. These groups felt threatened
by the challenge of competition forces sweeping the globe, and saw their
interests better protected by an omnipresent and omnipotent state. The
state in Greece has the status of deity in the popular imagination. A god
that, alas, is not omniscient and definitely not in a position to lead the
society forward. The political class, on the other hand, the stewards of the
state, cultivated this idea in every way possible as their interests lie with
the glorification and the aggrandisement of the state. The result is that
every decision is taken at the centre, with local communities constrained
institutionally and financially to take charge of their lives, in a vicious
circle where control breeds dependency, dependency brings reliance on
mediation, with politicians fostering further control in a loop that is difficult to break.
A majority of the population looks to the state for economic help, be
it compensation because of earthquake damage, be it education and
employment for their children, be it support in old age, be it health insur-
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