M PRA
Munich Personal RePEc Archive

Economic crisis and the role of state
policies in current globalized economy.
The case of Greece
Nikolaos Kapitsinis and Theodore Metaxas
University of Groningen, The Netherlands, University of Thessaly,
Department of Economics, Greece

December 2011

Online at http://mpra.ub.uni-muenchen.de/43650/
MPRA Paper No. 43650, posted 8. January 2013 17:42 UTC

ECONOMIC CRISIS AND THE ROLE OF STATE POLICIES IN
CURRENT GLOBALIZED ECONOMY. THE CASE OF GREECE.
NIKOLAOS KAPITSINIS1, Faculty of Spatial Sciences, University of Groningen
THEODORE METAXAS2, Department of Economics, University of Thessaly

ABSTRACT
Almost 80 years after the big crash in USA and a new, bigger and more important crisis has
appeared in the globalized economy in the middle of 2008. Crisis affects negatively almost all the
fields of human life like development, employment, living conditions. One of the states largely
affected is Greece which reacted in order to face the negative effects In the first part of this paper it
is examined the character of the crisis and its consequences in Greece and in the second one it is
examined and evaluated the policies that Greek government implemented as a response.
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1. INTRODUCTION
For three years the society globally and all the fields of human life have been
and are still affected by the global structural crisis of dominant system (capitalism).
This crisis is considered to be one of the biggest and most important that has ever
been within capitalism. A procedure inherent to the system: the capitalism by itself
creates crises which it makes efforts to overcome with even harder measures and
structural changes.
Current crisis has affected so much human life that now every plan, in all the
fields and sectors, takes it, its consequences and ways to recover into account. It
started in 2006 in USA and spread globally affecting mainly global economy which
is characterized by the structural changes in all the fields of people’s lives, the
emerge and focus on financial sector and the increase of social and spatial
inequalities (see Harvey, 2001), even before crisis beginning.
Crisis consequences are obvious in all the fields: dramatic increase of
unemployment, decline in wages, negative change of growth, higher borrowings
from states which had already huge deficits resulting in a huge increase of debts.
These results had consequences in all the aspects of social life: in the macro level
and especially the state economies, in the micro level, i.e. the individual economies
of the households, in poverty level, in level of well being, in the distribution of
wealth and in the level of inequalities, in the environment.
The way and the size of the effects in each state were different depending on
many factors (the development level of the state, dependence in one sector, i.e.
specialization and mainly in financial one, and previous applied policies). Especially
in Greece, the first target-victim-test-state of the international markets, crisis
consequences became even bigger due to the previous bad economic performance
of the state. Big government deficits and debts and their continuous increase
affected negatively the situation and were affected negatively by crisis. These,
already existing before 2008, problems came of the neoliberal policies (and the way)
that were applied by Greek governments in the last 15 years: huge state loans,
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European Union’s (EU) regulations and big tax evasion of the rich individuals and
firms.
In front of this situation the states had to react (financial measures,
decentralization, and governance). The initial question “in favor of whom the
policies will be, of people or of banks?” was almost immediately answered by
measures and structural changes which were announced and applied and they
continue even today, 36 months after crisis’ beginning. This reaction occurred, in
international level, with the meeting of the 20 most powerful economies of the
world (G20) and in national level with the decisions that each government made.
In Greece, until now, the measures and the state policies could be divided in two
periods: the first from August 2008, that the first effects appeared, to May 2010 and
the second from May 2010 that Greece was introduced in the supportive
mechanism of both IMF and EU (which finally is stabilized and spread to Ireland
and Portugal) until today that Greek debt was restructured after the decision of EU
in 26th October 2011.
However, the most crucial question occurs regarding the nature of these
policies: which is their goal? Who do they aim to help and protect? The states acted
in a way that increased the welfare state or reduced it? Did these policies decline the
inequalities that increased due to crisis or they stabilized-increased them in the
background and the excuse of crisis, in order to ensure the reproduction of
capitalism? These policies had focused on the human and the society or on the
capital, the banks and their safety? Finally, there is need to analyze and to evaluate
the results of these policies for the achievement or not of their goals.
This paper examines in an abstract way (it could not be different in a paper)
crisis, its beginning, its characteristics and its consequences in both international
and Greek level. After this, they are examined the ways that the Greek State reacted
and which policies were selected in order to face crisis. Special interest is given to
the question of who finally benefited.
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2. THE CURRENT GLOBALIZED ECONOMY
From the late 1980s we are in a transition period from local - national
economic systems to a globalized economy which has new and different
characteristics. Scholars in favor of globalized economy argued that the
international economics hold that freeing of trade and capital flows, in an integrated
world economy, leads to a more efficient allocation of the world’s scarce resources
(see Kapstein, 2000: 362). The above economic model generates greater output and
consumption compared to protectionism.
Some researchers (see Hall, 1993; Gordon, 1999) define globalization as a
more intensive internationalization of economic activities. The integration between
the local systems is achieved through financial and labor mobility, free trade,
foreign direct investment, capital flows, migration and the spread of technology and
innovation. Others (see Castells, 1993; Sassen, 1996) assert that globalization
actually means something deeper than internationalization. Globalization, according
to them, is related to an economy that works as a single unit at a global scale. It is
an economy where capital and financial flows, labor and community markets,
information, management and organization are not only globalized but they are
fully interdependent throughout the world.
Globalization, in economic terms, is characterized by increasing complexity
and density of global supply chains, internationalization of finance by opening
national borders in the process of capitalist integrations like EU which was verified
by Maastricht treaty (see Michael-Matsas, 2010) and, mainly, high accumulation of
wealth in large multinational corporations and elites who benefit from them (see
Harvey, 2001).
These important changes have been processed by national policies which
support and are promoted by dominant school of thought, neoliberalism (see
Harvey, 2010), in a relationship of interaction and inter-determination. Under
neoliberal policies the poor are considered to be helped not by welfare and labor
policies but instead by increased investment in high-technology jobs that would
result in higher productivity and wages (see Harvey, 2005).
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It is a fact that since 1990 the inequalities among states (in high level of
administration and structure) have declined (see Cox, 2008). However, this reduce
in global inequalities, which is attributable largely to growth of newly industrializing
Asian economies, has taken place in the same period that conditions have worsened
in the majority of the parts of world (see Castells, 1993). Furthermore, inequalities
among regions have increased (see Rodriguez-Andres and Crescenzi, 2008).
Following and implementing neoliberal policies, rich (territories, corporations and
individuals) have become richer and poor have become poorer (see Harvey, 2005).
So, spatial and social inequalities remain high and, in many cases, increased. Other
results are that multinational companies are the dominant players in the market and
the networks of global cities have become the dominant reference for the firms (see
Sassen, 1996).

3. ECONOMIC CRISIS OF 2008
Almost 80 years have passed from the big crash in USA followed by the “New
Deal” (introduced by Roosevelt) and the “Large Amelioration”, and a new, bigger
and more important crisis has appeared in the globalized economy that was
described above.

3.1 Crises - a situation inherent to capitalism
According to the neoliberal school of thought this crisis is the most important
ever and largely affected and still affects all the states, both developed and
developing through trade and finance (see Subramanian and Williamson, 2009).
Perhaps, some handful states which are not market integrated and governments
receive the most of the revenues have not been affected so much. However, there
are doubts whether it is more beneficiary to exist in an open economy where the
borrowing can be made internationally or in a closed rigid economy (see Corsetti
and Roubini, 1997).
According to Acemoglu (2009) there are two paths in order to identify how
crisis emerges. He claims that the first is the Rajan hypothesis which finally led to
crisis of 2008 beginning form the huge increase of technological development
which led to increase inequality. The political responses to this divergence resulted
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in financial crisis. On the other hand the alternative hypothesis suggests that
current politics created the state of finance which resulted in increasing the
inequality and emerge of financial crisis.
The reasons of the crisis, according to neoliberal school of thought, are many
but the as the most important could be considered the very large banks, the lack of
market regulation and the policies with very expansionary character (see
Subramanian and Williamson, 2009; Rogoff, 2010). Especially the lack of market
regulating policies is something that happened due to financial industry which
dominated politics and policies over governments through the much bigger trust of
governments in the companies than the individuals (see Acemoglu, 2009). Also the
uncontrolled subsidies to housing sector in states like USA accelerated crisis emerge
while in states with regulation like France and Germany it was prevented.
Furthermore, there were not so realistic ways for incorporation of financial
market frictions into the economical models of monetary policy’s analysis and there
was big care of credit markets (see Rogoff, 2010). Also, the countercyclical fiscal
policies which were adopted accelerated crisis emerge. Finally, the high capital
inflows resulted in debt crisis and (in this crisis) the “sub-prime debt sells at steep
discount relative to the expected value of future repayments” (see Reinhart and
Rogoff, 2008).
The results of crisis was the bail out of key financial key players, the no-bail
out of low income house owners and the political resistance to extension of
unemployment benefits (see Acemoglu, 2009). But is this the reality? Did crisis
emerge due to the failure of the market and market deregulation or deficient
regulation of market?
On contrary, Marxist school of thought suggests that this crisis is one of the
crises that are inherent of capitalism (see Shaikh, 2011) and a result of the circuit of
capital (see Marx and Engels, 1885/1992: 109-199) which has three stages-forms of
capital in all the sectors (finance, industry and commerce):
1. Money (its owner buys labor power, commodities and means of production).
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2. Commodity (surplus value is the unpaid labor time which is embodied in the
outputs and which is produced by the use of the three inputs and by the provision
of the workers of much higher value than the return of the owner to them as
wages, selling their labor power).
3. Productive (expansion by the owners of the total value of commodities in order
to increase the surplus).
Each one of circuits occurs as a movement of the “reproduction process of the
total social capital” (see Marx and Engels, 1885/1992: 180). This whole procedure
is finally resulting in increasing the levels of capital accumulation in only some
people, the capitalists, and in the increasing rate of their profits.
However, this process is not stable and has many fluctuations: the expansion of
capitalist production and its operations is proceeding in an unplanned and
voracious way aiming continuously in the increase of profit rate. So, sometimes
there is huge stock remained unsold, a situation which puts pressure on prices and
profits. Suddenly, the exploitation of labor is becoming less and less profitable,
forcing capitalists to borrow for maintaining their solvency and for increasing the
efficiency of the production process. Some others make efforts to sustain the
accumulation of capital using more financial activities than productive ones (see
Marx, 1885/1992).
This situation, finally, generates the inherent to capitalism, crises when the
profit rates are declining (or at least are not increasing), a process (increasing profit
rates) that is necessary for the reproduction of the system. These periods are
characterized by “moderate activity, over-production, crisis and stagnation” (see
Marx, 1867/ 1990: 580). This happens exactly due to the nature of capitalist mode
of production: the inherent process of capitalism is to generate large amounts of
commodities always more than the limits and the needs of the market, resulting,
thus, in crises, i.e. overproduction and over-accumulation (see Marx, 1862/1954:
393-407). So, this is the way that capitalist crises, including this of 2008, begin.
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In an effort to recover the profit rate in regular levels (increasing) and in order the
system to be reproduced and the crises to be faced, states and owners reduce
wages, dismiss employees and increase the working flexibility.

3.2 The characteristics of current crisis
Current crisis is a strong, long and deep crisis. It is shown by the fact that even
today, after almost five years since its beginning, many states are still in recession.
The data quoted in the following sections indicate the situation. In contrast with the
previous episodes like Southeastern Asia in 1997 (see Wade, 1998), Mexico in 2000
(see McKenzie, 2003) and Argentina in 2002 (see Fields and Puerta, 2010), current
crisis burst out in the heart of the developed world, in USA and EU. It affects all
the sectors, branches and companies but especially financial sector and the symbols
of free market’s superiority and domination (stock markets, investment banks and
insurance companies). It has been the outcome of repeated and giant restructuring
of the main characteristics of the current global economy and free market.
This crisis, originated from housing sector in USA (see Dadkah, 2009: 241243), affected initially the financial and credit system. It is a crisis of financial capital
globalization (see Michael-Matsas, 2010). But which was the way in financial terms?
There has been a long period of very low interest rates which resulted in growth by
over-sales of mortgages which were subprime to the low income household in
USA. These loans were created by securitization through generating bonds based
on the expected mortgage payments (see Radice, 2011).
The risk was considered to be very low and it could “disappear” through credit
default swaps (CDS, see below). In the period before crisis, house prices in real
estate market were stabilized. In the same period the CDS of the mortgages
increased due to the interest rates rise (see O’ Hara, 2009). This revealed that there
has been a great underestimation regarding the risk to the value of mortgage-backed
securities. The CDS more increase obligated the banks and the insurance
corporations to face great financial disaster and losses. The lending transactions
spread to all over the world and eventually from housing sector of USA the crisis
had already expanded in all the sectors all over the world. It has the characteristics
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of a crisis of capital hyper - accumulation (see Mandel, 1985) and has seriously
affected all aspects of socioeconomic life in the West World.
So, it is more obvious than ever that this crisis occurred by the voracious and
unplanned way of hyper-production, by the efforts for taking even higher surplus
value (in a different way today, i.e. selling more and more houses and mortgages)
and by the excessive desire and necessity, in the same time, for increasing the profit
rate (see Harvey, 2010: 44). The real crisis came of banks’ and mortgage companies’
lending “fake” loans to borrowers who did not have the financial means to
undertake the costs of the loan, which in turn had been bundled in securities and
sold around the world (bubble phenomenon). Furthermore, in 2006, the housing
market experienced a downturn. Meanwhile, the world productive system had
produced more goods which exceeded the available purchasing power. So the
products could not be purchased on market prices.
As a result the supply exceeded very much the demand at a level that caused a
massive drop in orders and a significant reduction in current production (see
Shaikh, 2011). This situation (the lack of sales, no stock depletion and the decline in
current production) led to many of the crisis consequences, i.e. the dramatic steep
drop in employment, earnings, and investment.
Current crisis, although it relates with this of 1973, is not its simple sequel and
extension (see O’ Hara, 2009). The crisis in 1973 was a crisis of a particular type of
accumulation and reproduction of dominant relations (monopolistic capitalism,
Keynesianism, Taylorism-Fordism). The current one is a crisis of a qualitatively
different type of reproduction and accumulation also due to the change and reform
of capitalism. Taking into account all the above analyses and characteristics of this
crisis, it is considered that the crisis of 2008 is a crisis inherent to capitalism and a
result of capital hyper-accumulation.

3.3 The current situation of the national economies
Immediately this crisis of the financial sector spread to all the other sectors and
since it started from the micro-individual level borrowing procedure it was
transferred to national debts and banking sector. The situation, that almost all states
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have at least a quite bad economic performance, takes place due to the policies that
have been applied during the last 150 years by the dominant school of thought, the
liberal-neoliberal one (see Harvey, 2010) and mainly nowadays due to current
economic crisis which was caused by these policies.
However, this crisis has mainly developed into a sovereign-debt crisis. This was
caused by the billion of euro spent by governments to bail out the banks and the
financial companies that have heavily invested in “toxic” financial products in the
virtual financial economy (see Radice, 2011).The huge sovereign debts and budget
deficits emerged as a result of the neoliberal policies that are based on two pillars:
1. States borrow huge loans from international markets in order to: finance
projects that are profitable for large enterprises (and not to sustain the welfare state
as it is mainly said) (see Harvey, 2010), to refinance older state debt, to make
imports (see Bina and Yaghmaian, 1991), pay their huge internal (public) financial
obligations (see Ruccio et al., 1991), enhance military and police control of the
working class and to finance the local industrialization (see Cleaver, 1989).
2. States don’t tax all the citizens equally and in most of times they do not tax the
upper class and the large companies (see Cipolla, 1992; Byrne, 2001). They do not
apply progressive taxation, thus they do not have revenues in order to decline the
debts resulting in a great increase of their deficits.
This situation deteriorates by the “financial games” that take place in global
financial market by transactions of invisible financial values (see Carchedi, 1997).
After 1990 the Credit Default Swap (CDS) introduced in the global financial market
as the indicator of how risky is to lend to a particular state. They are considered to
be a “factor increasing systemic uncertainty” (see O’ Hara, 2009). It is a derivative
contract between the buyer and the seller, in a relationship characterized by the
payoff of the seller to the buyer and the payments of buyer to the seller. So, every
state has particular CDS which are documented by International Swap and
Derivatives Association (ISDA); the higher the CDS are the more risky the lending
to this state is and the lower the CDS are the safer the lending to this state is (see
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Ranciere, 2002). The CDS of many states are over 80 units, according to table 1,
which means that is quite risky to lend to them.
Table 1
First instalment (2nd quarter 2010)
Increase of Value Added Tax (VAT)
Increase of special consumption taxes in alcohol, cigarettes, fuels
Cut of 2 salaries annually in the public sector
Reduction of public investments by 1.5 billion euro
Pension system: increase of retirement age in 65 (from 63), minimum pension 360
euro
Second instalment (3rd quarter of 2010)
Abolition of national and sectoral collective agreement
Layoffs of civil servants, change in local administration system (fewer and larger
regions, fewer and bigger municipalities)
Liberalization of closed jobs (lawyers, engineers etc.)
Third instalment (4th quarter 2010)
More increase of VAT (23%)
Abolition of weak public companies

This situation was the main reason for the establishment of organizations like
International Monetary Fund which lend money to states with the exchange of
controlling their economy (see Cleaver, 1989). Actually, IMF interferes in a state
due to very bad economic activity and not for political or economic factors (see
Sturm et al., 2005). When economic and political factors are important, then the
first ones affect the IMF credit while the second ones affect only the conclusions of
IMF agreements. IMF has mechanical financial programs which are not always the
best choice (see Easterly, 2006).
The high national debts that occur in almost all the states, taking into account
all the above procedure, depend on many factors and many times are not
sustainable (see Leachman et al., 2007). However, the national debt could be
characterized only as fake for the majority of the society and could not be separated
to legal or illegal for example in cases of corruption. In current socioeconomic
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system the debts evaluate the performance of a national economy, always in terms
of capitalistic system; this is, in addition, a mechanism for new and harder measures
which on the one hand deteriorate more the position of the workers and youths
(see Moran, 1998) and on the other they contribute to the reproduction of the
system.
In an environment of crisis, the governments (acting as individual capitalists,
theory of capitalist state see Jessop, 1982) adopt many times macroeconomic
policies which are looser in order to increase money and credit supply in an effort
to enhance economic demand (see Marx, 1885/1992).

4. THE CONSEQUENCES OF CRISIS
The first consequences of current crisis started to appear in the beginning of 2008.
In the sections below there is a separate examination of these consequences: one in
international level and one in Greece.

4.1 The consequences of crisis in international level
Having already examined its structure, some of the reasons and some
characteristics of the crisis, in this section, there will be an overview of crisis’
consequences in international level. This paper will deal with data3 regarding
unemployment, wages, and growth.
First of all, in the employment field, where there are the most important
effects (see Dadkhah, 2009: 256), the world rate of unemployment after September
2008 has been rocketed over. During 2009 (2010) the world unemployment rate
broke the record, according to the annual report of International Labor
Organization (ILO). The results of this report are impressive and have a real impact
in our understanding of crisis’ effects in our life.

3

All the data regarding unemployment and wages in this section are sourced by the annual reports of ILO and
regarding growth and trade are sourced by the annual reports of OECD and World Bank.
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Figure 1: Annual Growth of Worldwide Total GDP

Source: Indexmundi (2011)

In 2007 the unemployment people were 178 million, however in 2009 they
increased to 212 million (34 million more), an increase of 19.1%.The world
unemployment rate in 2008 was 7.2%, while in 2009 it increased to 8.7% and
increased more, reaching almost 9% in 2010. Global youth unemployment rate rose
by 1.6% to reach 13.4% in 2009 relatively to 2007, an increase of 10.2 million, the
higher since 1991.
According to ILO, the share of workers in vulnerable employment worldwide
is estimated to reach over 1.5 billion, equivalent to over half (50.6%) of the world’s
labor force. The number of women and men in vulnerable employment increased
in 2009, by as much as 110 million compared to 2008. Finally, the total
unemployment in Organization for Economic Co-operation and Development
(OECD) countries was 6% in 2008, 8.1% in 2009 and 8.5% in 2010 showing that
developed countries were affected more.
The unemployment in 2010 is ranging from 4.4% in East Asia to more than
10% in Central and South-Eastern Europe (non-EU) and Commonwealth of
Independent States (CSEE and CIS) as well as in North Africa. On contrary, the
unemployment rate in the Developed Economies and EU jumped to 5.7% in 2007,
6.0% in 2008, 8.4% in 2009 and 10% in 2010. In USA, where crisis began, the
unemployment had a gradual increase (2007 6%, 2008 8% 2009 9.3% and 2010
9.6%). The number of unemployed in the USA is estimated to have surged by more
than 13.7 million between 2007 and 2009.

13

As for wages and incomes, the 2009 report of ILO, also, states that 633 million
workers and their families were living on less than 1.25 US dollar per day in 2008,
with 215 million more workers living on the margin and at risk of falling into
poverty in 2009. This means a great increase of 33.9%. In addition, in USA in 2010
the people who were living below poverty line were 49 million or 16.3% of total
population according to the National Census Bureau (2011). According to Credit
Suisse Wealth Report (2011) only the 0.5% of world population owns 38.5% of
world wealth while t 8.2% owns 43.6%. Totally, 8.7% of total world population
(almost only 610,000,000 people) owns 82.1% of total global wealth.
Growth is the sector which shows that crisis has had higher impact on the
developed world. Regarding Gross Domestic Product (GDP) rate in 2009, for the
first time in the post World War II era the global output growth was negative (2%). The total world annual growth in 2007 was 3.7%, in 2008 1.5% and in 2010
4.5%. The real GDP growth in OECD countries was 2.7% in 2007, 0.3% in 2008, 3.5% in 2009 and 2.9% in 2010. Finally, the world GDP per capita in 2008 was
$11,000 whereas in 2009 it was $10,800 and $11,200 in 2010 (see CIA, 2010).
Also, global trade plummeted 25% from 2008's level, the highest single year drop
since World War II (see Dadkhah, 2009: 255). Among major countries, the biggest
GDP losses in 2009 occurred in Russia (-8.5%), Mexico (-7.1%), Japan (-5.7%),
Italy (-5%), and Germany (-5%), while China (+8.4%), India (+6.1%), and
Indonesia (+4.4%) recorded the highest profits. In 2010 the highest GDP growth
occurs in Qatar (16%), in Paraguay (15%) and in Singapore (14%) whereas the
lowest in Greece (-4.5%), in Iceland (-3.5%) and in Madagascar (-1.9%). In this
point it is indicated that the developed countries had the highest loses, while the
developing ones continue their gradual increasing process.
2010 is a year during which it is noticed a small recovery. However, the level
of GDP did not reach the levels of pre-crisis period. Specifically, the growth of
worldwide GDP in 2010 was 4.5% and there were some indicative examples of
states (mainly big economies) with higher level of growth like China (10.1%),
Taiwan (8.3%), India (8.3%) and Brazil (6.1%) (see Indexmundi, 2010). In USA,
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GDP growth was 2.8% while in EU 1.7%. Within EU, the highest levels of positive
growth were in Sweden (4.1%), Slovak Republic (4%) and Poland (3.6%) whereas
Greece (-4.8%), Romania (-1.9%) and Latvia (-1.8%) had the highest negative
growth.

4.2 The consequences of crisis in Greece
Greek state has borrowed huge amounts of money for all the reasons
mentioned above. However, during the last 20 years, the situation has deteriorated.
On the one hand Greek State (like the majority of developed ones) borrowed in
order to finance Greek large companies (e.g. mega projects for the 2004-Olympic
Games, the third most expensive Games ever that produced a 5-billion deficit) and
the Greek military industry (Greece is a popular client of these industries by
spending thousands of millions euro in armaments).
On the other hand, and especially after 2006, Greek State increased the service
of its debt (see Sakellaropoulos, 2010). Furthermore, in the last 20 years it created a
real estate bubble (see Antzoulatos, 2011). At the same time, the vast majority of
the upper class was engaged in a large scale tax evasion that was encouraged by the
state. A very characteristic calculation claims that if the taxation of capital owners
and companies was in the average of EU in the 2000-2008 period then the revenues
of Greek state would have increased by 95 billion euro. All these resulted into an
unprecedented increase of the budget deficit.
Figure 2: Public surplus/deficit (% of National GDP)

Source: Eurostat (2011)
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Greek economy was in bad condition in the last years something that can be
shown from its public debt, considering that in current socioeconomic system the
debts can show how bad the performance of a national economy is. So, Greek
government decided to remain into Euro Zone and to go over the supportive
mechanism established by both EU and IMF resulting in the hardest austerity
measures and cuts in the period of parliamentary democracy in Greece (after 1974).
The Greek rate of deficit in period of 2000-2003 is one of the highest in EU
(see Eurostat, 2011). 2004, the “Olympic year”, was very important for Greek
economy: this mega-event had been targeted as the basis for the beginning of a new
era of growth. However, it had never had the expected benefits. On contrary, it
contributed with 5 billion euro deficit increasing the public deficit in -7.5% (2004).
After 2004, Greek rate of deficit slightly decreased before being the highest in EU
for the years in the row (2007, 2008, and 2009), a situation which indicates the huge
negative effects that global economic crisis had on Greek economy revealing the
previous bad performance in the most emphatic way.
In 2009, the deficit was -14.3% of GDP (see ELSTAT, 2011). Except Greece,
the other economies that faced big problems at that period (and either have
recourse to supportive mechanism of IMF or not) had very high rates of deficit in
total GDP (like Ireland, Spain, Portugal, Latvia). Even in absolute numbers the
Greek deficit was extremely high being in the 6th place in EU27 lower only than the
5 big-size economies of the Union (Germany, France, Spain, Italy, UK) and higher
than bigger economies like the Netherlands (see Eurostat, 2011) (Greek is a
medium-size).
As it concerns Greek Government debt from 2000 until 2007 it had wild
fluctuations as it is shown in Figure 2; from this year it started to increase until 2010
when it rocketed up to 144% of GDP. Greek debt increased so much due to the
increased loans of Greek economy in order to refinance its older debt, to repay the
interests of older loans and to finance companies and the development projects
which were very expensive (Olympic Games).
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Figure 3: General Government Debt (% of GDP)

Source: Eurostat (2011)

Global economic crisis had a very negative effect in Greece, like in the most
developed states, increasing the level of interest rates in the “markets” at 6%
(March 2010) since they did not trust, yet, this state as a guarantor (CDS in 2009
were 200 while in January of 2011 they were 915).
Figure 4: Annual Unemployment Rate in Greece

Source: ELSTAT (2011)

Unemployment in last decade, according to Figure 4, had some fluctuations
between 8% and 10% reaching 7.7% in 2008. After 2008 the situation deteriorated.
Crisis increased, initially, unemployment rate in 9.5% (2009). In addition, the
austerity measures and cuts of 2010 largely increased unemployment in 14.8%
(2010). So, crisis and government decisions (in coordination with EU and IMF)
seem that they were catastrophic for workers and youth (youth unemployment
according to ELSTAT is almost 30% in 2010). According to ILO, 25% (2,800,000
persons) of total population in Greece lives below poverty line.
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Finally, Greece’s introduction in Euro Zone (2001) seems that did not result in the
expected goals in growth. After 2003, when GDP increased 5.9%, it began its
decline as the data show in Figure 5. After 2007 its decrease became higher: 2%
(2008), -2% (2009) and -3.8% (2010).
Figure 5: Real Greek GDP growth

Source: Eurostat (2011)

5. THE STATE RESPONSE TO THE CRISIS
In front of all these consequences states had to react through specific
policies in order to face them. The real question is related to the way that the
states reacted, which were the policies, which were the goals and who did
they aim to protect and benefit.
5.1 The response in international level
All the states had the incentive to react in a single way to face crisis aiming at
an integrated solution of the problems that crisis created. After the bankruptcy of
Lehman Brothers there were many plans like Bolson plan (American plan of
recovery and re-investment) and meetings like this of the 20 most powerful
economies of the world (G20). Of course, there were also measures from many
states but it was always asked an integrated way in order to reduce crisis’ duration
and length.
These plans had as main characteristic not only the ignorance of workers and
youth but a huge attack against them, deteriorating their position and their living
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standards and reducing their rights. These policies were structured for supporting
and saving (therefore to have again the same increasing profit rate) the banks and
the big multinational corporations. So, in USA Bolson plan (see Zandi, 2009), was
approved in February 2009 and put into the market 700 billion dollars, the big
majority of which were intended for the banks that have been affected the most by
the crisis. In EU, a similar plan introduced into the market 200 billion dollars. A
characteristic case of such a plan was Greece which government subsidized banks
(only in 2008) with 28 billion euro.
General spirit of these policies was stigmatized by the efforts to save the
system (capitalism) and its pillars (banks). The combination of huge cuts in public
expenditures, salaries and public investments and of the big increase of layoffs was
the basis of the plan that would save the system. ILO data show 34 million
unemployed persons increase, worldwide, only in 1.5 year (middle of 2008 to end of
2010).
Formal state political reactions did not focus on the real affected social groups
of crisis (employees, unemployed, youth) but on banks and private firms which
caused the crisis (see Harvey, 2010). And yet, finally they did not have the expected
results, even for improving banks’ position. After these initial measures, the
governments obligated to implement more and harder measures (analyzed below).
State policies seemed unable to react efficiently due to the creation of an
uncontrolled trap of liquidity, especially if they did not proceed in even harder
measures against the majority of society (see Radice, 2011).

5.2 The response of Greek Government
The response to crisis which, as shown above, affected in an extremely high
rate Greece was a big priority in the agenda of Greek governments. The effort
made in order to face crisis can be divided in 2 parts: period from August 2008
(that the first results of crisis occurred) to May 2010 (that Greece introduced into
supportive mechanism of EU and IMF) and from May 2010 since today.

19

5.2.1 First Period: August 2008 – May 2010
The first reactions of then Greek government, after the first appearance of
crisis consequences, occurred by the suggestions of EU (see Kathimerini, 2008a)
and the agreement in central level for the protection and financial support to the
banks. So, the first decision of Greek government was to subsidize Greek banks
with 28 billion euro. This decision was made by the parliament in November 2008
mentioning that the banks would receive special public bonds with zero interest
rate for the banks with a fee of 25-50 units of basis of total value 8 billion euro,
increase of share capital 5 billion euro and 15 billion euro direct guarantee (see
Papadogiannis, 2008). However, the firms of broader private sector became
skeptical to this huge amount to the banks since they were doubtful regarding the
banks possible or not provision of money for the support and stimulation of
economy (see Mpourdaras, 2008).
This action took place in spite of the fact that the profits of Greek banks were
huge during the previous years (1.7 billion euro for Ethniki Bank, 851 million euro
for Eurobank, 844 for Alpha Bank) (see Bankingnews, 2011). However, as it is
indicated below and despite the support that banking sector received it never
recovered and continued its downward trend.
In this period, there have never been measures for stimulating employment,
development, and infrastructure not even in the perspective of Keynesianism (see
Krugman, 2009) and welfare state which is a situation very seldom occurred in
current global system. So, recovery plans focused on benefiting the banks and big
firms while the layoffs were increasing continually. In 4th October 2009 the
government changed in the national elections and the right-wing neoliberal part was
preplaced by the social-democratic party. However, the policy did not change
neither in the second period, when the situation in Greece worsened due to these
policies.
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5.2.2 Second period: May 2010 - today
Initial measures that Greek government decided were not efficient (referring
always to the banks since these measures were very efficient in the deterioration of
living standards of the majority of society): according to Figure 5, in 2009 growth
rate decreased (-3.3%), unemployment increased, as it is shown in Figure 6, but
mainly both general government debt and public deficit increased rapidly. So, the
situation of Greek economy was deteriorating, society was diving into poverty and
vassalage and the situation and atmosphere in the country was very bad.
Figure 6: Unemployment in Greece per quarter

Source: ELSTAT (2011)

The performance of Greek Economy and the continuous increase of debt resulted
in a rapid increase of the interest rates for borrowing to Greece from the markets.
As a result, Greece could not borrow from markets or it could, but with very bad
terms (very high interest rate). Then, the government turned to the solution of
International Monetary Fund which established a supportive mechanism with EU
for supporting Greek economy (see Kouretas and Vlamis, 2010). So, in May 2010
the introduction of Greece into the supportive mechanism was announced, in a
period that the rumors of possible bail out increased. This supportive mechanism
promised to Greece a loan of 110 billion euro (see Zahariadis, 2010).
The exchange for this loan was the very hard austerity measures and cuts that
were voted in the parliament by the suggestions of IMF and EU. These measures
were agreed in the First Memorandum between Greece and EU-IMF. Greek State
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started receiving the loan installments and delivered the control of political and
economical process to IMF and EU. Greek government decided to choose the path
within Euro Zone in order to face debt crisis, remaining into Euro Zone but largely
reducing the living standards of Greek citizens.
These measures began to be applied in May of 2010 with the vote in the
parliament of the First Memorandum which until 2015 would be equal with cuts of
30 billion euro (in 2010 5.8 billion) and which were supposed (according to the
commitments of the government) to be the only measures. So, the initial agreement
was that in each installment of the huge loan no new measures would be necessary.
But this was not the truth as the history showed. In reality, these measures were not
constantly but they would be renewed each time that Greek government was
supposed to receive the installments of the loan.
These measures, initially, aimed at saving 2.5% of GDP in 2010 for the
reduction of the debt and the increase of revenues by 4$ of GDP in 2013.
However, in the evaluation for the 2nd installment (for the third quarter of 2010) the
goals changed: the goal was to reduce the deficit to 7.8% for 2010 instead of 8.1%
in the beginning of the Memorandum (finally it was 9.9%). Great impression is
caused by the hardness of the measures against workers and youth, the only who
someone cannot blame for crisis creation. The basic measures of First
Memorandum which duration was until the beginning of 2011 are shown in table 2.
A basic element of these measures is that they applied to all the fields and sectors
of socio-economic process. The demand for change by the supporters (IMF, EU)
was so big that Greek government had to interfere to all these fields. Secondly, the
abolition of the collective agreements shows the incentive of the State to establish
one situation that individual negotiations with the employers were the only solution
for the employees. Also, one of the most basic elements of this policy was the
second subsidy to the banks, bigger than the first (30 billion euro). The aim was
their support for the provision of liquidity to the society which had never come
from the first subsidy (see Eleftherotypia, 2011). The goals of the austerity
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measures and budget cuts were never achieved not due to the inability of the Greek
government but due to the nature of these measures.
Table 2

So, the measures (as it is shown better below) did not attribute and new ones had to
be decided. In 29th June 2011 Greek Parliament voted the Medium Term Financial
Strategy Framework which was determining the economic policy of Greek State
until 2015. Greek government, ignoring the Constitution, decided Greek economic
policy for a period after the end of its service.
This new collection of laws was validating all the measures which were
mentioned above and in addition: 1 recruitment for each 10 retirements or
dismissals in public sector for 2011 and 1 for 5 until 2015, increase of weekly
working hours of civil servants from 37.5 to 40, larger decline of pensions (20%
monthly) and salaries, decline of tax rates, imposition of special solidarity financial
contribution for individuals, increase of the tax of real estate, more increase in the
tax of smoke, more dismissals in public sector and finally privatization of state
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property (valued 50 billion euro) until 2015 with most characteristic examples this
of Public Telecommunications Company, the Public Electricity Company, the big
ports of Piraeus and Thessaloniki and the international airport of Athens (see
Greek Republic, 2011). In this way the Greek state ensured the 4th installment.
All these new and harder measures were the guarantee for the agreement of 21st
July in the council of EU which referred to 21% cut of Greek debt (see Council of
EU, 2011a), a new program of a loan valued 109 billion together with IMF and a
new development program for Greece called as a “New Marshal Plan”. This meant
in the reality the cut of 26 billion euro of Greek debt (only the 7%) and the
exchange of the bonds that were expiring in 2012-2015 period with new that expire
after 15-30 years resulting in a situation of “selective default” as the Credit Rating
Agencies claimed (see Varoufakis, 2011a). After this decision the Greek state
received the 5th installment of the loan.
However this cut, by the exchange of national bonds, referred to a volunteering
participation of the private sector and until October 2011 the procedure had not
been completed (almost not even started). There were new pressures for new
measures since the old ones were not efficient and the agreement of 21st July could
not be applied. Greek government voted another law in 20th October that was
regulating new and very hard rules for the Greek public sector: 30,000 “indirect”
dismissals i.e. these public servants are getting into redundancy scheme (reserve) for
2 years and receive only the 60% of the basic wage and after they get retired or they
are fired, all the basic subsidies are abolished, minimum wage of 780 euro. This law
did not ensure the 6th installment (8 billion euro) for Greece.
6 days later, in 26th October the Council of EU decided for Greece a new
voluntary 50% haircut of pre-May 2010 bonds that have not been matured yet
setting as goal for the debt reducing to 120% of GDP in 2020, a new loan 100
billion euro from EU, ECB (European Central Bank) and IMF to Greece and 30
billion financial guarantee for the participation of private sector (PSI) in order to
participate to the voluntary haircut (see Council of EU, 2011b). This was decided

24

after hours of negotiations between German Chancellor Merkel, French President
Sarkozy and the bankers.
This new program will be accompanied by new and harder austerity measures.
So, in the same time that the debt haircut is 50% and the officials speak about 100
billion debt cut, a new loan of 100 billion and 30 billion of financial guarantees are
decided resulting in a negative result for Greece in macro terms. Even the direct
effect is not positive. In the best case we refer to a 19% haircut of Greek debt,
which is, probably, not going to decline in the levels of EU Council’s goals and it
cannot be less than 140% in 2020 (see Varoufakis, 2011b).
However, this decision is not ensured since the private sector did not respond
in a satisfying way in the previous debt haircut. Probably the real cut will be much
smaller. These decisions obligate Greece for new negotiations with private sector
and harder measures which are supposed to be decided by a new government. The
government majority was disputed through the continuous votes of hard measures
in the parliament and an agreement occurred, without elections but after
negotiations, for government coalition between the two big parties: social
democrats and neoliberals together with extreme right wing party. The new prime
minister of Greece is a top-banker, former vice president of ECB for 8 years.

6. THE RESULTS OF STATE POLICIES IN GREECE
The most important issue is to evaluate the results of the policies based on
their main goals and the total spirit that they had. In case of Greece it is considered
that the most suitable indicators are three: growth rate and government debt as the
main goals that had been set and unemployment rate from the social perspective of
the Memorandums.
Overcoming the recession was important for Memorandum. The predicted
level regarding the real GDP growth was -4% for 2010 (see European Commission,
2010) and the data showed, after many revisions, that it was -3.5% (see ELSTAT,
2011). The goal for 2011 was -2.6% but probably it will not reach it. The data per
quarter of 2010 and the 3 first quarters of 2011 (compared to the same quarter of
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previous year) of Figure 7 show that Greek economy was in real recession and
Memorandum largely contributed in this since the situation deteriorated as time
passed. Furthermore, the fact that Greece had still the lowest growth rate in EU
show that this goal has never been reached; on contrary Memorandum aggravated
the situation. Finally, Greece in 2012 will be the only state that after World War II
is in recession (according to predictions of National Budget) for 5 years in the row.
Figure 7: Real GDP Growth Rate 2010

Source: ELSTAT (2011)

The main goal of the Program was to “restore Greece’s credibility for private
investors” with an initial goal to lend from the markets in 2012 (see European
Commission, 2010) which is now considered as quite difficult –many say that even
not in 2020 it will be made (see Varoufakis, 2011b). In the end of 2009 national
debt was almost 120% of GDP and the goal of the Memorandum for 2010 was
133% (see European Commission, 2010). However, general government debt was
144% of GDP finally in 2010 and 153% in March of 2011 (see ELSTAT, 2011). In
Figure 8 it is shown its evolution in 2010 per quarter in absolute numbers.
The same evolution is noticed, also, in deficit: in 2009 it was -14.3% of GDP and
the goal for 2010 was set in 8.1% (see European Commission, 2010). Finally, the
public deficit in Greece for 2010 was -9.9% of GDP. So, it is considered that the
basic goal of Memorandum for 2010 had failed.
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Figure 8: Evolution of government debt 2010

Source: Greek Ministry of Finance (2011a)

Employment is a field that there had never been any efforts neither to be protected
nor to recover by Greek governments in 2008-2011, but which on contrary was
targeted to be hurt proceeding in thousands of layoffs in public sector and allowing
and preparing the background for even more layoffs in private one, retaining the
recession and obligating many mainly small and weak firms to close.
Between May 2010 and May 2011 (one year of Memorandum) the
employment decreased by 1.24% and the unemployment increased by 36%:
299,798 less employed persons and 220,534 more unemployed ones (see ELSTAT,
2011). In Figure 9 it is shown that unemployment had continually increasing rate
showing an increase of almost 0.5% each month in this period. So, from the 11.6%
of June 2010 (only one month after the implementation of Memorandum)
unemployment reached 16.2% in March 2011 and 18.4% in August 2011.
Youth unemployment in the first quarter of 2011 has increased extremely in
30.9% from the 22.3% in the same quarter in 2010 (see ELSTAT, 2011). Totally,
from September 2008 that crisis results began to appear in EU until August 2011
the unemployed persons increased by 544,084 new individuals in Greece, an
increase of 149.5%.
According to Bank of Greece, more than 500,000 individuals (12.9% of total
population for 2011 fro, 9.8% in 2010) in Greece lived without any income in the
first half of 2011 since they were members of family that nobody was employed.
Also, the average gross earnings declined 9.1% in 2010 and 6.3% in 2011.
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Figure 9: Unemployment in 2010 and 2011

Source: ELSTAT (2011)

All these measures were decided in a period that the arm expenditures in Greece
are extremely high: arm expenditures’ share in national GDP is the highest in EU in
the 9 years of the last decade that data are available (see SIPRI, 2011). Another very
interesting point is that the countries that sell weapons to Greece in the highest rate
are USA, Germany, France and the Netherlands, as it is shown in Table 3. So, these
states borrow to Greece to repay its debt, to support tha banks and to pay weapons
from their arm industries. In addition, in the same time of the 30,000 dismissals of
civil servants and of the rule 1 recruitment to 10 dismissals, the Greek State recruits
1,200 new police guards (see Kathimerini, 2011).
Table 3
National Budget 2011

million euro

Revenues

59,482

Primary Expenditures (wages, pensions, etc.)

55,633

Primary Surplus
Interests for previous debt

3,849
15,920

Arm programs

1,600

Activation of guarantees

1,196

Total Secondary Expenditures
Total Deficit

18,716
-14,867

Finally, the tax measures that were promoted had shown in an emphatic way which
part of society would pay for crisis. According to data from the General
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Commission of Information Systems (2011), the percentage of the participation
rate of employees and pensioners, increased gradually until 2007; after 2007 it had
an important increase and it was the only which increased from 2009 to 2010 (from
52.59% to 55.54%). The contribution of firms had a downward behavior since
2006 and they largely declined after the new measures of Greek government while
the contribution of self employed was increasing until 2008 when it began to
decline (from 16.62% to 15.79% the self employed and from 30.79% to 28.67% the
firms). The new measures worsen the situation of high tax evasion of the higher
social stratums.
Nowadays, it is more obvious than ever that in the effort of the state to
overcome financial and debt crisis, specifically in Greece, it takes place a very hard
policy for workers and youth (see Lapavitsas, 2010), in an effort to pay for the crisis
and the debt the people who did not cause it and in a very doubtful process of
stimulating economy (see Sakellaropoulos, 2010). Workers and youth are the real
largely negatively affected subjects from the response of state against crisis whereas
the benefited ones are the banks and the private enterprises. It is indicated that in
Greece, as in every state that IMF interferes (see Moran, 1998), the socio-economic
situation and well being of societal majority deteriorated rapidly (see Panas, 2011).
In addition, such policies of internal devaluation during crisis have failed to support
growth but on contrary enhance and deepen recession. This claim has been verified
in many cases with most recent example, except Greece, this of Latvia (see
Weisbrot and Ray, 2011).

7. CONCLUSIONS
An integrated research for crisis’ consequences in Greece, the policies for facing
them and the evaluation and results of them was the core topic of this paper. Crisis,
an inherent characteristic of capitalism, in its current form presents very significant
characteristics. Its consequences are huge and obvious on every field of human life
and mainly on employment, growth, wages and public deficits and government
debts.
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Current crisis in Greece has been also converted to “debt crisis” and “crisis of
competitiveness”. So, we are in front of a situation that Greek State policies (and
policies of the majority of the states) are a part of a cycle which is summarized in:
“growth-crisis-debt increase-competitiveness decline-financial austerity measures
and cuts”. This cycle ends often with these policies that promote the specific
measures which hurt only the workers and youth. This whole procedure results in
the situation that the part of the society which finally pays for the crisis and the
debt (workers) is this which did not cause it.
The reaction to crisis had in its core the protection of capital (in Greece totally
in this period 140 billion euro were offered to the banks, cuts in the wages for
increasing profit rate) and in no case of the people and of the employment which
were not only neglected but targeted in a negative way and were sacrificed at the
altar of capital and its salvation. The consequences were catastrophic: huge
unemployment, wage and living standards declined dramatically, big increase of
rich-poor gap, 25% of population now lives under poverty line, and high reduce of
bank savings (see ELSTAT, 2011).
However, despite the measures aimed at saving and overcoming Greek
economy and growth, this has never happened until now resulting in faster increase
of debt and deficit and faster and more negative growth. In the same time, in
Greece the social background is a nightmare for the Greek government with the
majority of the people on the streets demonstrating their reaction to all these. Debt,
which is inherent to capitalism, is not a self-reliant financial problem of a
government or a state but it is mainly political issue which cannot be faced in a
technical or economical way.
Examining the whole reaction of states and organizations it could be said that
the sovereign state policy has weakened a lot in favor of the strength and decisive
ability of EU. Moving in this direction, it could be added that within EU there are
dominant players (core Member States like Germany, France, the Netherlands) who
largely participate in the decision making for the whole EU and for policies in
specific Member States (especially the periphery ones like Greece, Spain, Ireland).
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EU role is quite important and the most of the decisions regarding specific Member
States and national policies are made in Brussels (EU headquarters) and all of them
are following the Treaties and Directives of EU.
So, the procedure regarding debt crisis until now within EU seems like a cycle:
the money of the Greek national budget are more than adequate for public wages
and pensions but not for paying off older loans and interest and for enhancing its
banks: the net revenues are 59,482 billion euro and the expenditures for wages and
pensions were 19,802, -2% comparing to 2010 (Greek Ministry of Finance, 2011b).
For this reason Greece had to borrow in order to repay the debt and its interests
(16 billion euro) that was caused by upper class tax evasion, finance to big
companies, organizing Olympic Games, very high rate of exchange when Greece
joined Euro Zone (see Lapavitsas, 2010). So, primarily there is surplus while taking
into account the secondary financial obligations the total deficit is 14,867 million
euro.
This situation worsened during crisis and Greece could not borrow from
markets. EU and IMF were willing to help: European tax payers are paying more
and more for the loans to Greece. But all this money is provided to banks in order
to be safe and of course not to the Greek people’s pockets. Greek citizens live
within austerity, obligated to work more and more in order to contribute for the
national refinance of the current and older loans.
In this way, it becomes obvious that main goal of state policies (under EU
directives) was (and still is) to protect the subjects which created this crisis (capital,
banks, big firms) and to hurt the workers and the youth who did not cause but
finally pay for this crisis. State response to crisis eliminated the extremely few signs
of welfare state that existed in Greece and increased the inequalities. Crisis itself
was both the excuse, the cause but also the opportunity for the creation of this very
sad situation. The opposition and reaction of people and societies to this reality
constitutes a big challenge for them in order to change their lives.

31

REFERENCES
Acemoglu, D., 2009, The Crisis of 2008: Structural Lessons for and from
Economics. Center for Economic Policy and Research No. 28. Available online at:
http://econ-www.mit.edu/files/3703 (last accessed December 4, 2011)
Antzoulatos, A., 2011, Greece in 2010: A Tragedy Without(?) Catharsis. International
Advances in Economic Research 17, 241-257.
Bankingnews, 2011, Banking System Database. Available
http://www.bankingnews.gr/. (last accessed July 17, 2011)

online

at:

Bank of Greece, 2011, Monetary Policy, Interim Report. Available online at:
http://www.bankofgreece.gr/BogEkdoseis/Inter_NomPol2011.pdf (last accessed
December 1, 2011)
Bina, C. and Β. Yaghmaian, 1991, Post-war Global Accumulation and the
Transnationalization of Capital. Capital and Class 15, 107-130.
Byrne, D., 2001, Class, tax and spending: problems for the Left in postindustrial
and postdemocratic politics - or why aren't we taxing the fat cats till the pips
squeak? Capital & Class 25, 157-166.
Carchedi, G., 1997, The EMU, Monetary Crises, and the Single European
Currency. Capital & Class 21, 85-114.
Castells, M., 1993, European Cities, The information Society and the Global
Economy. Tijdschrift Voor Economische En Sociale Geographie, 84, 247-257.
CIA (Central Intelligence Agency), 2010, Statistics Database Homepage. Available
online at: https://www.cia.gov/ (last accessed July 10, 2011)
Cipolla, F., 1992, Profit Rate and Public Deficit in the U.S.A.. Capital & Class 24,
76-82.
Cleaver, H., 1989, Close the IMF, abolish debt and end development: a class
analysis of the international debt crisis. Capital & Class 13, 17-50.
Corsetti, G. and N. Roubini, 1997, Politically Motivated Fiscal Deficits: Policy
Issues in Closed and Open Economies. Economics and Politics 9, 27-54.
Council of EU, 2011a, Statement by the heads of state or government of the euro
area
and
EU
institutions.
Available
online
at:
http://www.consilium.europa.eu/uedocs/cms_Data/docs/pressdata/en/ecofin/1
23979.pdf (last accessed December 5, 2011)
, 2011b, Euro Summit Statement. Available online at:
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/ec/12564
4.pdf (last accessed December 3, 2011)

32

Cox, K., 2008, Globalization, uneven development and capital: reflections on
reading Thomas Friedman’s The World Is Flat. Cambridge Journal of Regions, Economy
and Society 1, 389-410.
Credit Suisse, 2011, Statistics Database Homepage. Available online at:
https://www.credit-suisse.com/news/en/media_release.jsp?ns=41874
(last
accessed December 9, 2011)
Dadkhah, K., 2009, The evolution of Macroeconomic Theory and Policy. Berlin: SpringerVelrag.
Datastream, 2010, Statistics Database Homepage. Available
https://www.datastream.com. (last accessed June 12, 2011)

online

at:

Easterly, W., 2006, An Identity Crisis? Examining IMF Financial Programming.
World Development 34, 964-980.
Eleftherotypia, 2011, Nea stiriksi 30 dis stis trapezes [New support of 30 billion to
banks].
Eleftherotypia
Online.
Available
online
at:
http://www.enet.gr/?i=news.el.article&id=250533 (last accessed November 30,
2011)
ELSTAT, 2011, Statistics Database Homepage. Available
http://www.statistics.gr/. (last accessed December 12, 2011)

online

at:

European Commission, 2010, The Economic Adjustment Programma for Greece.
Occasional Papers 61 (May 2010), Brussels: Directorate Generale for Economic and
Financial Affairs.
Eurostat, 2011, Statistics Database Homepage. Available online at:
http://epp.eurostat.ec.europa.eu/portal/page/portal/eurostat/home/
(last
accessed December 11, 2011)
Fields, G. and M.L.S. Puerta, 2010, Earnings Mobility in Times of Growth and
Decline: Argentina from 1996 to 2003. World Development 38, 870-880.
General Commission of Inormation Systems, 2011, Statistics Database Homepage.
Available online at: http://www.gsis.gr/ggps/statistika/statistika.html (last accessed
December 7, 2011)
Greek Ministry of Finance, 2011a, Deltio Dimosiou Xreous [Report of
Government
Debt].
Available
online
at:
http://www.minfin.gr/portal/el/resource/contentObject/contentTypes/genericC
ontentResourceObject,fileResourceObject,arrayOfFileResourceTypeObject/topicN
ames/publicDebtBulletin/resourceRepresentationTemplate/contentObjectListAlte
rnativeTemplate#fragment-0 (last accessed December 2, 2011)

33

, 2011b, Ethnikos Proipologismos 2011 [National Budget 2011].
Available online at: http://www.minfin.gr/budget/2011/proyp/index.html (last
accessed October 25, 2011)
Gordon, I., 1999, Internationalization and Urban Competition. Urban Studies 36,
1001-1016.
Greek Republic, 2011, National Parliament Decisions. Available online at:
http://government.gov.gr/ (last accessed December 1, 2011)
Hall, P., 1993, Forces Shaping Urban Europe. Urban Studies 30, 883-898.
Harvey, D., 2001, Spaces of Capital: Towards a Critical Geography. New York:
Routledge.
, 2005, A brief history of neoliberalism. New York: Oxford University Press.
, 2010, The enigma of capital. London: Profile Books.
ILO, 2011, Statistics Database Homepage. Available online at: http://www.ilo.org.
(last accessed October 4, 2011)
Indexmundi, 2011, Statistics Database Homepage. Available
http://www.indexmundi.com. (last accessed November 6, 2011)

online

at:

Jessop, B., 1982, The capitalist state: Marxist theories and methods. New York: New York
Universities.
Kathimerini, 2008, I pleionotita ton epixeiriseon den elpizei se ofeli apo ti stiriksi
stis trapezes [The majority of firms does not hope in benefits from the support to
banks].
Kathimerini
Online.
Available
online
at:
http://news.kathimerini.gr/4dcgi/_w_articles_economy_1_21/11/2008_292952
(last accessed September 17, 2011)
, 2011, Prokirihthikan 1,200 theseis gia eidikous frurus [1,200
positions for special guards]. Kathimerini Online. Available online at:
http://news.kathimerini.gr/4dcgi/_w_articles_politics_2_09/08/2011_452157 (last
accessed September 20, 2011)
Kapstein, E., 2000, Winners and Losers in the Global Economy. International
organization 54, 359-384.
Kettel, S., 2006, Circuits of Capital and Overproduction: A Marxist Analysis of the
Present World Economic Crisis. Review of Radical Political Economics 38, 24-44.
Kouretas, G. and P. Vlamis, 2010, The Greek Crisis: Causes and Implications.
Panoeconomicus 4, 391-404.
Krugman, P., 2009, The Return of Depression Economics and the Crisis of 2008. New
York: W.W. Norton and Company.

34

Lapavitsas, C., 2010, The Greek Crisis - Politics, Economics, Ethics. Journal of
Modern Greek Studies 28, 293-309.
Leachman, L., G. Rosas, P. Lange, and A. Bester, 2007, The political economy of
budget deficits. Economics and Politics 19, 369-420.
Mandel, E., 1985, The present crisis and the future of labor. Socialist Register
1985/1986, 436-454.
Marx, K., 1862/1954, Theories of surplus value. London: Lawrence and Wishart.
, 1867/ 1990, Capital: A critique of political economy vol. I. London: Penguin.
and F. Engels, 1885/1992, Capital: A critique of political economy vol. II.
London: Penguin.
McKenzie, D., 2003, How do Households Cope with Aggregate Shocks? Evidence
from the Mexican Peso Crisis. World Development 31, 1179-1199.
Micheal-Matsas, S., 2010, Greece and the World Capitalist Crisis. Critique 38, 489502
Mpourdaras, G., 2008, Sxedio enisxisis 28 dis egrithike apo tin Commission
[Support plan of 28 billion was approved by Commission]. Kathimerini Online.
Available
online
at:
http://news.kathimerini.gr/4dcgi/_w_articles_economy_2_20/11/2008_292779.
(last accessed September 6, 2011)
OECD, 2010, OECD Economic Outlook. Volume 87 2010/1. Paris: OECD
Publications.
O’ Hara, P., 2009, The Global Securitized Subprime Market Crisis. Review of Radical
Political Economics 41, 318-334.
Panas, E., 2011, Homeorhesis and Indication of Association Between Different
Types of Capital on Life Satisfaction: The Case of Greeks under Crisis. Social
Indicators Research (17 August 2011), 1-16
Papadogiannis, G., 2008, Spevdoun gia ta 28 dis oi trapezes [Banks rush for the 28
billion
euro].
Kathimerini
Online.
Available
online
at:
http://news.kathimerini.gr/4dcgi/_w_articles_economy_2_21/11/2008_292953.
(last accessed September 18, 2011)
Radice, H., 2011, Cutting governments deficits: Economic science or class war?
Capital & Class 35, 125-137.
Ranciere, R., 2002, Credit Derivatives in Emerging Markets. IMF Policy Discussion
Paper. Available online at: http://www.crei.cat/people/ranciere/wpapers/imf.pdf
(last accessed October 4, 2011)

35

Reinhart, C. and K. Rogoff, 2008, This Time is Different: A Panoramic View of
Eight Centuries of Financial Crises. National Bureau of Economic Research Working
Paper No.13882. Available online at: http://www.nber.org/~wbuiter/cr1.pdf (last
accessed November 27, 2011)
Rodriguez-Andres, P. and R. Crescenzi, 2008, Mountains in a flat world: why
proximity still matters for the location of economic activity. Cambridge Journal of
Regions, Economy and Society 1, 371-388.
Rogoff, K., 2010, Three Challenges Facing Modern Macroeconomics. American
Economic Association, Ten Years and Beyond: Economists answer NSF’s Call for Long-Term
Research
Agendas.
Available
online
at:
http://www.vanderbilt.edu/AEA/econwhitepapers/white_papers/Kenneth_Rogo
ff.pdf (last accessed August 14, 2011)
Ruccio, D., S. Resnick and R. Wolff, 1991, Class beyond the Nation-State. Capital
& Class 15, 25-41.
Sakellaropoulos, S., 2010, The Recent Economic Crisis in Greece. Journal of Modern
Greek Studies 28, 321-348.
Sassen, S., 1996, The Global City: Strategic Site/New Frontier. American Studies 41,
79-95.
SIPRI, 2011, Stockholm International Peace Research Institute, available online at:
www.sipri.org (last accessed December 4, 2011)
Shaikh, A., 2011, The First Great Depression of the 21st Century. Socialist Register
2011, 44-63.
Staber, U., 2007, Contextualizing research on social capital in regional clusters.
International Journal of Urban and Regional Research 31, 505-521.
Sturm, J.E., H. Berger and J. De Haan, 2005, Which Variables Explain Decisions
on IMF Credit? An Extreme Bounds Analysis. Economics and Politics 17, 177-213.
Subramanian, A. and J. Williamson, 2009, The World Crisis: Reforms to Prevent a
Recurrence. Economic and Political Weekly 13.
United States Census Bureau, 2011, The Research supplemental poverty measure:
2010. Available online at: http://www.census.gov/prod/2011pubs/p60-241.pdf
(last accessed October 14, 2011)
Varoufakis, Y., 2011a, Another emblematic EU non-event: A first reaction to the
latest EU “agreement”. Yanis Varoufakis site. Available online at:
http://yanisvaroufakis.eu/2011/10/27/another-emblematic-eu-non-even-a-firstreaction-to-the-latest-eu-agreement/ (last accessed December 3, 2011)
, 2011b, On the Brussels’ Agreement: Europe’s Reverse Alchemy in
full throttle.
Yanis
Varoufakis
site.
Available
online
at:

36

http://yanisvaroufakis.eu/2011/11/11/on-the-brussels-agreement-europesreverse-alchemy-in-full-throttle/ (last accessed December 10, 2011)
Wade, R., 1998, The Asian Debt-and-Development Crisis of 1997-?: Causes and
Consequences. World Development 26, 1535-1553.
Weisbrot, M. and R. Ray, 2011, Latvia’s Internal Devaluation: A Success Story?
Center
for
Economic
Policy
and
Research.
Available
online
at:
http://www.cepr.net/documents/publications/latvia-2011-12.pdf (last accessed
December 12, 2011)
World
Bank,
2011,
Statistic
Database.
Available
http://www.worldbank.org/ (last accessed November 14, 2011)

online

at:

Zahariadis, N., 2010, Greece’s debt crisis. Mediterranean Quarterly 21, 38-54.
Zandi, M., 2009, The economic impact of the American Recovery and
Reinvestment
Plan.
Moody’s
Analytics.
Available
online
at:
http://www.nofreelunch.com/markzandi/documents/Economic_Stimulus_House_Plan_012109.pdf (last accessed
December 12, 2011)

37

