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Foreword

This paper is part of a series of studies fundedth®y European Commission in the
framework of a project of the International Labdrganization (ILO) on “Promoting a
balanced and inclusive recovery from the crisisEmrope through sound industrial
relations and social dialogue”. The project fallsder a recent partnership agreement
between the ILO and the European Commission, whiots to study the impact of the
crisis and crisis-response policies on nationapattite social dialogue, collective
bargaining and labour law in the Member StatedefltO and the European Union (EU),
and the role of social dialogue actors and instifigt in this context. The project builds on
ILO research initiated since 2008 on best practicdbhe area of crisis responses, and the
Global Jobs Pact adopted by the International LeBaunference in June 2009.

This study on Greece by Apostolos Dedoussopoulasnt@on University) in
collaboration with Valia Aranitou (University of €te); Franciscos Koutentakis
(University of Crete); Marina Maropoulou (Universivf Athens) examines the impact of
the labour market measures adopted and implementeter the Memoranda of
Understanding concluded between the Greek Governmed the so-called “Troika”
(IMF, EC, and ECB). Two and a half years after fint Memorandum, debates on the
necessity and effectiveness of the policy fiercentinue not only among Greek
policymakers and economists but also among the&d&tgartners.

These debates have arisen due to the social irop#oe advocated policies as well as
the difficulties encountered in achieving specificaet targets (i.e., the management of
public debt, restoring economic growth and imprgvitabour market prospects).
Currently, the Greek economy remains caught ircasgonary spiral with negative results
for social cohesion, productivity, labour markettitutions and mechanisms.

An earlier version of the paper was presented afthtgéd at the ILO-EU research
workshop on “The governance of policy reforms inrdpe: Social dialogue actors and
institutions in times of economic downturn and edst” (28-29 May 2012, Geneva,
Switzerland).

The responsibility for opinions expressed in thépgr rests solely with its authors,
and its publication does not constitute an endoesgrhy the Governance and Tripartism
Department of the International Labour Office, lve European Commission.

Moussa Oumarou
Director,
Governance and Tripartism
Department
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1. Overview

1.1 Introduction

The financial crisis of 2008 has had a strong impacthe Greek economy, as well as on
the economies of other euro countries. The Greekauy in 2009 exhibited a double-
edged weakness in terms of budget deficits and untimgy public debt combined with an
increasing external trade deficit. Both of thesel leen partly offset in the past by
financial resources available within the functianiof EU Funds and policies. In 2010, the
Greek Government decided to advocate a “rescuei (Neemorandum | in April 2010)
which has been since then continuously reformedeattehded (notably in July 2011 and
in February 2012, the so-called Memorandum II, Whitcluded a “haircut” of the public
debt).

The events that led to these developments are yhighbated. There are still
remaining questions unresolved about the extenh®fproblem, its management by the
then Government and the rationale for the policyoadted. The main issues involved are
briefly raised below.

Was the Greek crisis a specifically “Greek” cris@, was it the result of the financial
crisis in 2007-2008 Though such a question may seem superficial vitorth noting that
the Greek Government approached the issue aHltted solely from mismanagement in
the past. As a result, the Government over-draeatihe situation,interest rates in the
financial markets increased rapidly and the bumferefinancing accumulated public debt
became unbearable. In conceiving the “Greek crias"a specifically Greek one, the
Government created the wrong psychology in thenttrel markets, allowing speculation
to take place on the country's borrowing needstia@euro.

There are some conjectures about why the Governawted this way. One may list a
number of possible explanations: the decision & @overnment not to implement
promises made at the election campaign in Septe@@@9; its fear that planned but not
officially announced reforms would be fiercely oppd, which led it to choose to impose a
“shock treatment”; pressures from dominant businggerests; or merely its own
inadequacy. These may be considered alternatieerobined reasons for its decision.

However, the end result of this public rhetorictba crisis has been simple: if Greece
is responsible for its own crisis, the Greek pedyalee to pay the price. This might explain
both the reaction of certain European countriesseveral press publications at the time. It
also explains why aspects of the Memoranda Agretambave taken the form of a
vindictive policy.

Such a conceptualization of the Greek crisis wasentban welcomed by the EU
institutions. On the one hand, it eased the presiurmajor reconsiderations of policies
and institutional changes in times of hard finahcianditions. On the other hand, the
Greek Memorandum | provided a guiding post for d¢ffensively called “PIIGS? In this
sense, the EU lost an opportunity for a major rafadowards economic and political
unification, which relates to the current probletrfaces.

It is clear that a different approach, i.e. conaaliting the Greek crisis as part of the
international and European crisis, would have pmoweore fruitful. Under such an
approach, the possibility of an alliance between sbuthern European countries and a
renegotiation of European policies and institutl@®tings might have been explored.

! The then Finance Minister referred frequentlythe “sinking Titanic” and whenever he issued a presmsase the
interest rate on public debt was raised.

2 Portugal, Italy, Ireland, Greece, Spain.




Given that the political choice was made and Memduan | was adopted, has this
policy been effective in terms of its own goals?

The simple mathematics of the relations of the ipud#bt require, for the share of the
public debt in gross domestic product (GDP) to educed, either a rate of growth in
excess of the interest rate with a balanced buslgatsurplus budget at a rate capable of
offsetting any difference between the interest eate the growth rate. Calculations of the
dynamics of the Greek debt ratio conducted by stwonomists at the tifieoncluded
that the Greek debt was unmanageable — even ifvélng optimistic macroeconomic
scenario indicated in Memorandum | had been redlize

In a recent book, P. Roumeliofisiormer representative of Greece to the IMF,
revealed that IMF officials had been convinced thia¢ Greek debt had become
unmanageable and they suggested a major haircatebsigning Memorandum I. This
suggestion was rejected by both the Greek Governamehthe EU.

In relation to the macroeconomic model IMF has besing to estimate the impact of
the fiscal measures, the IMWorld Economic Outlook 201ZOctober 2012)carries an
important revision stating that the size of thedismultiplier should be revised from an
average 0.5 to multipliers ranging from 0.9 to Ifis implies that the impact of budget
deficit cuts on growth rates (and hence unemployjreas been severely underestimated.
The authors’ own rough estimate of the size ofalisoultiplier for Greece is around 1.3.
This means that the 13.5 billion euro in fiscalsodécided in September 2012 will result in
a 9 per cent recession for the succeeding two ypending on the time structure of the
measures. An additional impact on recession wilbtmight about by the wage cuts in the
private sector and the increasing death rate @rpnses — especially those of small and
medium size.

It is not the author's intention to review the fgsiwing literature on the causes of the
“Greek problem”. Reference should be made to theksvaf J. Manolopoulos (2011),
C. Lapavitsas’ numerous working papers for the ®rsity of London's School of Oriental
and African Studies (SOAS) and press articles, @roufakis' analysis and policy
proposals mostly presented in his blog, and tgtli®ications of J. Geanakoplos (2011) as
well as E. Laskos and E. Tsakalotos (2011). Thensomground of these works is to
analyse the Greek crisis as part and parcel ovttréd financial crisis and of the role of
financial institutions, in sharp contrast to thenceptualization of the crisis mechanisms
advocated both by the Greek Government and by rtiikat Such a conceptualization
reduces the crisis to its phenomena, i.e. publiicileand external trade deficit. The
authors argue that even if they had adopted tkis Mhe policy conclusions would have to
be different.

Turning to the numbers of the Greek crisis, thedetiddeficit in 2009 stood at
15.6 per cent of GDP while public debt amounted28.3 per cent of GDP in the same
year. Interest rates on Greek public loans had leémbing, making further borrowing
extremely costly for the Greek economy. The respoat the newly elected Greek
Government (October 2009) was to come to an agneewi¢h the European Union, the
European Central Bank and the International Mogetaund (Memorandum ). The
agreement provided new loans for the Greek Stateemstablished a rather ambiguous
programme of public-sector cuts and restructuramgl increased taxation on wage earners,
pensioners and independent professionals. It alstaimed a number of policy proposals,

% See, for example, R. Janssen, 2@@&ece and the IMF: Who Exactly Is Being S&/e&EPR.

* P. RoumeliotisThe Unknown Background of Greece’s Appeal to,IRIFL2 (in Greek).

® Roumeliotis refers to the strong opposition af therman Government. A recent estimate of the Grebk rdéo
conducted by the Centre for Economic Research daching (KEPE) developed a number of alternativenacios,
none of which is compatible with the target of redgcihe debt ratio to 120 per cent in 2020, thodghassumptions
concerning growth rates are grossly over—optimisSee P. Korliras and Y. Monogio#in Analysis of the
Manageability of the Greek Public Del2012, Bulletin, KEPE.

5 IME, World Economic Outlook 201p. 41, box 1.1.
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mainly in the areas of labour market regulation pralvisions, pensions, and health and
education cuts.

With regard to the labour market, Memorandum | Wwased on the assumption that
the Greek labour market had been largely inflexiblgislative action was taken in order
to deregulate and/or increase the institutionaditbiéity of the market. Thus, an intensive
policy of internal devaluation was activated, whadntinues up to now. This policy aims
at reducing wage and non-wage costs on the assamtpt such reductions will give rise
to price reductions and to export expansion. Tinisdase in exports may compensate for
the falling internal demand (reduced private constizn and state expenditure).

Today it is widely accepted that Memorandum | haited to achieve its targets,
mostly with regard to public debt reduction, andattticipate the depth of recession it
created. Public debt as a proportion of GDP climiieanatically (162.8 per cent in 2011)
and unemployment rose to extremely high levels értban 20 per cent by the end of
2011). The external trade deficit has declined suma¢, mostly because of import
reduction. The attempt to boost public sector raeethrough increased taxation (by
reducing tax exemptions, raising value-added takT\Vrates and imposing a number of
taxes on dwellings) has, due to the strong reces&dled as well. High unemployment
rates, recession and wage reductions, as wellrgsguproportions of undeclared casual
employment, have also put the viability of the pen$unds into question.

In early 2012, Memorandum Il was adopted, afteorayldebate both in Greece and
among the troika partners. Putting aside the questf the debt haircut and its impact on
the viability of the Greek debt in the near fututlee Memorandum Il policy design is
based on the assumption that the policy advocatdteimorandum | has been correct, but
that its implementation was inefficient. It impostwerefore, further measures towards the
deregulation of the Greek labour market and madaatons in public services, wages and
salaries, coupled with an ambiguous programmeivéfpzation.

It should be pointed out that Memorandum | (and Memdum Il in succession)
policies have constituted an inappropriate treatrf@nan incorrectly diagnosed illneSs.
Furthermore, both these packages of policy meadawds the necessary flexibility to
accommodate the obvious failures in targeting asslits. In relation to the policies
advocated in the labour market, the changes afeywd and their impact is both harsh
and lasting. Bargaining structures and processes haen severely damaged and labour
relations simply replaced by managerial powersldifficult to re-establish consensual
policies, and this may well lead to a situatiorded with open conflict.

It is important to realize that the policy form andntent of the two Memoranda
amount to a total restructuring of Greece’'s ecowpnpolitical and social spheres.
However, this restructuring faces more oppositioant acceptance. The beginning of a
major structural crisis, where nothing remainsdhtnd all possibilities are open, is being
equated- realistically according to manyto a shifting of sand under one's feet.

1.2 Context
121 Macroeconomic background

After a long period of high growth rates, the Greglonomy slowed down abruptly and
fell into a deep recession. GDP growth had beendgie well above the 17-nation

eurozone average for more than a decade, but i®, 200 year of the worldwide financial

crisis, the rate of growth went negative for thetfitime since 1993. Economic activity
dropped further thereafter as austerity measures weplemented, leading to a 14 per
cent fall in GDP (2007—-2011).

" A. Dedoussopoulos and M. Lampropoulou (2012).




Figure 1.

GDP: annual growth rate, 1996-2011
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Figure 2 recapitulates similarities and differenicegrowth rates among the infamous
PIIGS countries — including Ireland. Growth ratessdn moved very close together since
the early 2000s, after the moderation of the higbhlrates in the 1990s. All these
countries stepped together into a deep recessi@d®8. Today, however, Greece still
exhibits downward negative growth rates in conttash recovery, albeit still weak and
unstable, in the other countries.

Figure 2. GDP growth rates (%) in PIIGS countries, 1996 to 2011
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The debt crisis of the Greek State is presentdidjime 3. After a period of moderate
fluctuations, the debt ratio to GDP started to blitn 2005. The fiscal management of the
economy seemed to be out of control by 2009, prgbab the result of an attempt to
counter the severe economic recession. Far frotifyjug a rather hasty and ineffective
policy, one should remember that, in view of a mayorld recession after the financial
crisis in 2008, most advisors and policymakers bpdnly started to reconsider policy
remedies and a return to Keynesian solutions haah bavoured, suggesting even the
relaxation of the Stability and Growth Pact (SG#t)European economic integration. This
is shown by the increase of the debt ratio in ellsosountries, higher by 10 points in 2009
than in 2008. Obviously, the Greek Government r@ategnuch further.

However, a closer look at the determinants of thbt datio indicates a long run of
mismanagement of the Greek public economics. A eoispn of Greek public
expenditure and public revenue with euro—15 averageports this conclusion (figures 4

and 5).
Figure 3. Euro-15 and Greece: General government consolidated gross debt
as percentage of GDP, 1995-2011
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Source: Bank of Greece

As figure 4 shows, public expenditure in Greecetethto rise in 2006. Until then it
had remained at a level significantly lower thae #verage of the euro—15 countries. It is
worth noting that public expenditure increased lec#on years (2000, 2004 and 2007),
indicating the operation of a political cycle thgbupublic spending.

Figure 5 reveals the long-term problem of the Greenomy. It is not a problem
caused by excessive spending or by a dispropottgiate mechanisthbut a problem of
state revenue. The Greek State lags well behinthemaverage by 5 percentage points, in
the share of state revenue in GDP in comparisachédEU and eurozone countries. This
shortcoming is almost entirely explained by the dowevenues from direct taxes, 4 per
cent to 5 per cent of GDP below the European aeerkgrthermore, while the public

& According to statistics of the Organisation for BEomic Co—operation and Development (OECD), the raftjoublic
servants in Greece to either the total employmeqtré or the total population did not exceed the Eléurozone
averages.




revenue share in GDP exhibits a noticeable deditiend in the eurozone, in Greece this
trend has been stronger.

Figure 4. Europe and Greece: Public expenditure as percentage of GDP, 1998-2009
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Figure 5. Europe and Greece: Public revenue as percentage of GDP, 1998-2009
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° For a comparative view of Greek public consumptionl salaries as a percentage of GDP, see Ana Lamilq et

(2007), p. 39.
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Figure 6. Various countries: Employment in general government as a percentage of the labour force, 2000 and 2008
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The composition of state revenue in Figure 7 inggamportant features of the Greek
budget problem.

Figure 7. General government revenue, as percentage of GDP, 2001-2009

Percent

g -
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mindirect taxes  mDrecttaxes = Social contributions - Other revenue  Total revenue

Source: EC DG for Economic and Financial Affairs, “The Economic Adjustment Programme of Greece”, Occasional Paper No. 61, 2010,
p. 4/90.

According to the data, the share of state revem@P fell by four percentage points
between 2001 and 2009. Social contributions andrdod taxes provided the bulk of
revenues, contributing 63.3 per cent of the tdttlesrevenue in 2001, and 64.7 per cent in
2009. However, the share of indirect taxes felutth an increase in social contributions
compensated for it. Over the same period dire@gan incomes and property constituted
only 21 per cent of total state revenues, or &pat of GDP.

Though the taxation burden has become heavier €0&@ in the form of drastic
reductions of tax exemptions, special income cbuations and a generalized tax on private
housing, further increasing the tax burden on wagemes and declared incomes, the total
income tax on households fell by almost 25 per edgtttin two years. During the same
period, income taxes on profits dropped at an greater rate, while the share of indirect
taxes in total taxation rose, though their levdbiser. In general, measures to combat tax
evasion were not realized and those that were iimgahéed were not effective.

It is commonly argued in public speech in Greeed lbw tax revenue collection has
to be attributed to the incompetence of the fissathanism and corrupt tax collectors. A
comparative study made by Piancastelli (2001), ghchis results should be accepted with
caution, does not support this view. Piancastddlingates a cross-country tax-effort
function for the period 1985-1995 and then consdraa index of tax effort by measuring
country deviations from estimated figures. In hislgsis, Greece’s performance is well
above average, though it lags behind all euro cmmwith the exception of Germar.
As his estimates depend on the country’s tax systethits economic structure, they are
interpreted as reflecting the capability of the taection system! One may conclude
that, if a major ethical or work compliance chahgs not happened since 1995, falling tax

1% piancastelli, 2001, Table 7, p. 10 and Tablepl35.

A high value of tax effort index indicates thaparticular country is collecting more tax than wbbk predicted,
given its tax structure and prevailing economic sadal conditions.” (ibid. abstract).
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revenue reflects changes in policy orientation antlie inadequacy of the tax system as
such.

This elaboration on public spending and tax reverineGreece may appear to be a
rather inappropriate exercise, but it touches ugp@encore of the changes advocated for
labour market regulations. Not only has the taxdbaron wage labour and pensions been
increased, but the rise was also accompanied bisiamtial reduction in before-tax wages
and pensions, reducing net disposable income arelemating the recession. Furthermore,
the treatment of the tax system under Memorandigmndicative of the overall approach
to policy formulation:the measures taken are simply the easiest, notmi& efficient
ones, nor those that directly address the probl€ms point has been raised by several of
the persons interviewed in the preparation of #gtigdy, and it will be illustrated with
respect to the labour market dimensions of thecpoli

A second point is that the policy is self-defeatifgis is partly due to the very nature
of the policy itself, i.e. a policy of large-scalad prolonged recession. In addition to that,
however, the representatives of the research uteditaffiliated with the social partners
have noted that the macroeconomic model used byMFeis totally inadequate. It is a
model which, among other significant omissions, sudacorrect macroeconomic
multipliers and formulation, and overlooks the iropaf the recession on tax revenue and
unemployment.

122 External trade and competitiveness

Traditionally the Greek economy has had a substiaéficit in its external trade of goods.
This deficit was financed from three main sourgearitime trade, emigration and, since
the 1960s, tourism. Tourism has become the mairceaf financing the trade deficit, as
the first two sources were significantly reduceeween eliminated in the last quarter of the
twentieth century. An additional source of exterfimance emerged after Greece's
accession to the EU in 1980, mainly through suceeskevelopment projects.

Figure 8 shows the development in exports and itepafrGreece in the twenty-first
century.

Exports have been rising steadily, but imports hgneavn much faster, leading to an
increasing trade deficit. The trends of both sereg&rsed in 2008, after a peak in 2007.
Since then, imports have fallen fast, while expartsgradually recovering.

A conclusion one might draw is that wage moderateomd reductions have
contributed to the recovery of Greek exports. Hosvea more detailed analysis indicates
that the rise in exports is largely the result ypanded exports of oil products, which in
turn is partly attributable to a hike in the intational price of oil.

According to the World Economic Forum (WEF), Grea@es ranked 67th in terms of
competiveness in 2008—00lts position has steadily deteriorated since {7dist in 2009—
10, 81st in 2010-11 and 83rd in 2011-12). Examirthng ranking in its components,
Greece fell 16 positions in basic requirements,o8itpns in efficiency enhancers and
5 positions in innovation and sophistication fasfdrt seems that Greece’s deterioration
in ranking is mostly due to the decline in the basiquirements component, which covers
institutions, infrastructure, macroeconomic envinemt, and health and primary
education.

2 WEF, Global Competiveness Report 2008-9, p. 12.
3 WEF, Global Competiveness Report 2011-12.




Figure 8. External trade, 2000-2011 (in million euros)
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Among the factors determining competiveness, Gtedabour market efficiency is
reported to be a problem. Areas such as cooperatiaour relations, flexibility of wage
determination, rigidity of employment, hiring anidirfg practices, pay and productivity,
reliance on professional management, brain dradh famale labour force participation
ranked very low for Greece, with the exception eflundancy costs, indicating the
existence of a malfunctioning labour market. Redunoy costs, female participation and
employment rigidity are calculated directly, whdél others reflect the opinions of high-
level managers of enterprises operating in Gr&ece.

An interesting paper by D. Malliaropufddries to deconstruct the deterioration of the
Greek loss in competitiveness since 2002. The rfinain conclusion of the Malliaropulos
study is that the deterioration took place in indakand agricultural production, with
services partly compensating for the losses. Secandild internal devaluation brought
about by the recession and a devaluation of the il augment both competitiveness
and exports. Third, the loss in competitivenesgdustrial products is attributed to the
increased profit margins which resulted in a fasterease in export prices in relation to
unit labour cost.

Although there is some conflict between the last bonclusions of the Malliaropulos
study, his third conclusion is supported both bgerg price-setting practices and price
increases in contrast to a severe drop in consgp@rding, and by an examination of the
history of drachma devaluations in the 1980s ariD49The gains in competitiveness and
export increases were only short-lived phenomellawWing a devaluation of the national
currency.

14

It is not clear how employment rigidity is measuréPossibly the WEF uses the OECD’s measurement of

employment protection. In Greece, the labour maikehighly segmented: core state employment is sedy

constitutional law; employment in state—controlleédamizations has also been highly protected; arulamment in the
private sector is far less protected, largely owtmgedundancy costs, while a large undeclared, uegied and highly
flexible workforce exists. Immigrant labour, botlyd and illegal (i.e. living in Greece with no forhtlbcumentation)
makes up a large sector of this workforce. Howevesgrs of Greek origin also participate in this tigtahregulated
labour market. Evidence supporting the argumerttttteaGreek labour market exhibits high labour nitbis provided

in the section that follows.

> D. Malliaropulos (2010).
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As noted by some persons interviewed for the puwprfsthis study, the measures
advocated in Memoranda | and Il try to increase metitiveness though a policy of severe
internal devaluation. However, these policies, tiowattempting to deregulate market
sectors such as taxis, pharmacies and transpog, hat touched upon the oligopolistic
product and services mark&tsvhich dominate in Greece. The anti-monopoly pokeyl
related institutions (the Hellenic Competition Coittee and the Secretariat for the
Consumers Protection) have played only a margoialto date.

1.2.3 Questionsof policy effectiveness

The evolution of the main macroeconomic indicatepicted in the figures that follow
indicates the extent of the recession and theangieness of the policy advocated.

Figure9.  Rate of change (%) in GDP, 2001-2012
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Figures 9 and 10 depict developments in GDP, wighré 9 showing changes in
yearly growth rates and figure 10 reflecting eviolutat quarterly levels, smoothened by a
four-quarter moving average. A slight reductiorthe rate of recession is noticedrom
—7.1 per cent in 2011 to —6.4 per cent in 2012 thig development far from signals an
overall turn in pace. Furthermore, one should berawthat cuts in public spending
amounting to 9 billion euros and increased taxahame been provided for in the 2013
budget; these would have begun to take effect sianaary this yedf.

' QOligopolistic organization in product markets a@ndsome services and collusive price practicesdaminant in
food—processing and distribution chains, oil ref@qibanking, air transport, coastal maritime s&wiand the mass
media among others. One should distinguish betweggopdlistic pricing (which explains the downward price
inflexibility of Greece's product and services maskand even price increases when labour costs hese largely
reduced) and direct price setting by the Governnrergpecific sections (pharmaceuticals, taxi fategal services,
etc.).

" The cuts amount to 5.5 per cent of the 2012 GDPadhtitional cut in public spending by 5.1 billionres is planned
in the 2014 budget. According to the Governor ofBhaek in Greece “one euro reduction in spending daunies to one
euro additional recession,” probably assuming a €iacal multiplier. Such a prospect makes recovery2014
untenable.
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Figure 10. GDP by quarter, 2001-2012 (in million euros)
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Figure 11.  Composition of GNP: 2000, 2008 and 2012
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Figure 11 illuminates the structural changes ortioaities in the macroeconomic
categories of trade, investment, public consumptiod private consumption over the
period 20062012. Only investments and imports show significgrdnge. Their share in
the composition of the gross national product (GKH)rapidly by 10 percentage points




between 2008 and 2012, a profound outcome of the decession. A sharp reduction in
both the level and share in GNP of investment edipere further supports the argument
of a “destruction with no creation” situation.

Private consumption dropped more rapidly than G public consumption, though
falling, lagged behind. Adjustment in public spemgiwas carried out mostly through
reductions in the salaries and pensions of puldivasts, leaving relatively intact other
expenditure. Finally, exports marginally improveteit share in GNP. However, an
export-led recovery does not seem a plausible scena

Further observations on the macroeconomic variaskegjiven below.

Private consumption increased at an almost constdatranging from 4 per cent to
5 per cent yearly in the period before 2008. It vilmgffect, the main force behind the high
rates of growth achieved by the Greek economy én2000s. After 2008, it fell rapidly
and at accelerating rates. This decline resuliuoh the sharp drops in private dispensable
income brought about mainly by shrinking salaried pensions, increasing taxation levels
and rising unemployment.

The rate of change in public consumption was higinigtable, but it seemed to follow
a political pattern, i.e. it increased during dlattyears — with the exception of a hike in
2003, the year before the Olympic Games.

The rate of growth in investment expenditure exaibia cyclical pattern until 2008,
but remained negative thereafter. As most investnveent to dwellings and public
construction, there was a lack of resources for emuiding the Greek productive
infrastructure. This directly reflects the problepmsed by the Greek entrepreneurial class,
and their attitude to long-term commitment in proiite activities. However, the sharp
decline in investment after 2008 was to be expediedause of the rapid reduction in
consumption and the feeble performance of expdwsbody invests (or increases
employment) when the product market is shrinking.

The export trade seems to be the only macroeconcatégory to have registered a
positive rate of growth since 2008 (though thers walramatic drop in 2009). However,
this applied only to goods, with services remainig negative rates. The positive
performance of goods was due mainly to petrol pctgland minerals, a rather dismal
indication of the future of the other Greek mantiiéog sectors.

Finally the behaviour of imports over the periodiesved is to be expected from a
situation of falling demand (consumption and inwe=tt) and the noticeable shift in
intermediate demand to domestic suppliers becabtise lack of cash to pay foreign
providers. That is also a possible motive for apanh substitution policy, at least in some
manufacturing sectors.

The spring 2013 forecast of the European Commisge@) for GDP growth
predicted a recession of —4.2 per cent for 2013aaretovery in 2014 of 0.6 per cent. In
general, forecasts have proven to be over-optimistithe past, so one should be rather
cautious. Table 1 presents EC forecasts for thezegs and the corresponding actual
figures (2010-2012) for GDP growth, unemploymertt pablic budget deficit.
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Table 1. Economic forecasts (2010-2014) and actual figures (2010-2012)

Forecasts Actual figures
(2010-2012)

Autumn 2010 Interim 2012 Spring 2013
GDP growth rate
2010 -4.2 -4.9
2011 -3.0 -1.1
2012 1.2 4.7 -6.4
2013 0.0 4.2
2014 0.6
Unemployment rate
2010 12.5 14.2
2011 15.0 20.7
2012 15.2 19.7 26.0
2013 19.6 27.0
2014 26.0
Budget deficit
2010 -9.6 -10.7
2011 -175 -95
2012 -7.6 -7.3 -10.0
2013 -84 -3.8
2014 2.6

Source: EC Directorate—General for Economic and Financial Affairs, European Economic Forecasts, various issues.

It is obvious that EC forecasts far from predice treal pattern of change for
macroeconomic categories. To a large extent, thiglie to the famous “multiplier
underestimation” also used by IMF for assessingrtipact of budget reductions.

The impact of the “more-than-expected” recessiothefGreek economy is reflected
in the debt dynamics of the Greek State. Figuresri® 13 depict the evolution of the
Greek debt.

'8 IMF, World Economic Outlook October 2Q1bx 1, p. 41.
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Figure 12. Debt to GDP ratio: Rate of change (%) — quarterly data, 2010-2012
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Figure 13. Evolution of debt to GDP ratio, 1996-2014

200
180

160 Av/

140 /

120 /

100 ‘WM

80

60

40

20

0
1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016

Source: Eurostat, European Commission Directorate-General for Economic and Financial Affairs European Economic Forecast 2013.

The PSI (private sector involvement) agreertiéntFebruary 2012 reduced the Greek
debt to GDP ratio by 34 percentage points (33.8),bly the end of the year almost two-
thirds of the reduction had been eliminated. Itni®re than clear that all factors
contributing to the increasing pace of the dehbibnamain intact and reinforce one another
— the only exception being the price level, thotlgi rate of inflation remained at positive
figures.

9 Under the PSI agreement private investors weredaiskaccept to write off 53.5 per cent of the facalue of the

Greek governmental bonds they were holding, the etpnt to an overall loss of around 75 per cent.
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IMF staff use the following relation in exploringlot dynamics:

b — 1+Ir b
T (l+p)+ (1 +g)

It has the interesting feature of referring to nomhimagnitudes. As a result, the size
of the debt is positively related to previous debg rate of interest on past debt and the
extent of the primary budget deficit, and inversediated to the rate of inflation (GDP
deflator) and the rate of growth. In a simpler @gsion the change in the debt ratio is
calculated a8’

t—1+ Dt + ¢

db=(i—p—glb.—y +d,

However, these relations cannot be estimated agesegquation. The size of the
primary budget deficit (surplus) has a significaffect on the rate of growth through the
multiplier. Hence, the size of the multiplier natlyp affects the growth rate, it affects the
debt dynamic as well. It seems that the forecastdenby the EC continue to be based on a
multiplier of 0.5, i.e. of a value almost half theerage value of the fiscal multipliers of the
other eurozone countriésFurthermore, the size of the fiscal multiplierrieases in times
of recession from their level in times of normabgth.

This is probably the source of distorted forecastthe past, to be repeated in the
future, leading to a badly specified policy formntida.

2. The Greek labour market

2.1  Structure and trends
211 Employment
Employment in Greece increased almost steadily aveng period of 26 years from 1983

to 2008. The trend was reversed in 2008, resulting sharp reduction in the overall
employment level. Figure 14 depicts the long-teendencies in employment.

P, Esposito et al., “The Debt Dynamic of Selecuto Area Countries and Sustainable Paths for Fisca

Consolidation”.
# ). Boussard et alFiscal Multipliers and Public Debt Dynamics in Consealiions 2012, European Economy
Economic Papers 460, Table 3, p. 12.

16



Figure 14.  Total employment level, 1983-2012
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Source: Labour Force Survey.

Note: The Labour Force Survey was conducted annually in the second quarter of the year for the period 1983-1997 and quarterly since
2008. In order to allow comparison, the second quarter is used in all years.

The upward trend was remarkably stable during 88312008 period (with two
small and short-lived exceptions in 1991 and 199¥%).the average, the net increase in
employment amounted to 42,000 per year, or an geewte of increase of 1 per cent.

An evaluation of this achievement must take thdqunad structural change in Greek
employment into account. Employment in agricultaieclined over this period at an
average annual rate of 2.75 per cent. In conseguemsployment in the non-agricultural
sector more than countervailed the noticeable nmizigion of Greek society in terms of
employment structure. The share of agricultureotaltemployment dropped from 30 per
centin 1983 to 11.6 per centin 2011. Howeves, thapid transformation did not result in a
significant increase in unemployment, mainly beeaofthe age structure in agricultural
employment. The much older labour force in agrimaltied a flow out of employment into
inactivity rather than to a seeking of employmemipartunities in other sectors of
economic activity.

A second transformation in the employment structduweing this period was the
increasing share of female employment. Though fereaiployment rates are well below
the average European levels, the ratio of femalgl@ment to total employment climbed
from 32.7 per cent in 1983 to 39.4 per cent in 20@8a rather moderate rise.

A third important transformation in the Greek enyplent structure from 1983 to
2008 was the quite rapid upswing in wage employméviige employment in 1983
accounted for less than half (47.7 per cent) dlteinployment. In 2008 two-thirds of the
employed were wage earners — 65.8 per cent oféatployment.

Concentrating on the period 1999-2008, for whichilable data exist, table 2 focuses
attention on evidence in regard to a hotly debgtgektion in Greece: employment in the
public sector.
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Table 2. Wage employment by sector: 1999, 2004 and 2008

Absolute levels Average rate of change
1999 2004 2008 1999-2004 2004-2008

Public servants 435433 499 700 519 649 3.0 1.0
Public 164 829 225968 223 845 74 -0.2
organizations
Municipalities 70 551 106 487 127 021 10.2 48
Public utilities 96 704 75228 73 486 4.4 -0.6
State-owned 44 367 37 845 33761 -29 2.7
banks
Enterprises 39751 42 097 44 359 1.2 1.3
controlled by the
public sector
Private sector 1486 461 1757 245 1952 695 3.6 2.8
Total 2338 096 2744570 2974 816 35 21

Source: A. Dedoussopoulos, The extent of precarious work in the public sector, 2010, Panteion University. Data from Eurostat, Labour
Force Survey (LFS).

In 2008, core public employment accounted for Jdeb cent of total employment in
Greece, or 17.5 per cent of wage employment. Adegrtb OECD data, only Germany,
Ireland and the Netherlands of the EU countries &ddwer percentage of core public
employment than Greece in 2004. However, broadipdelctor employment accounted
for 34.3 per cent of wage employment or 22.6 peit cé total employment in 2008.
During the period from 1999 to 2008, core publigoégment contributed 14.4 per cent to
the rise in total employment, while the share @& phivate sector accounted for 71.1 per
cent of the total increase.

2.1.2 Evidence of flexibility in the Greek labour m  arket
Flexi-types of work

Employment in the broad public sector defines thandlaries of a major section of the
Greek labour market. It is characterized by sembidenure, wage maturity and relatively
low working hours. Overtime working hours, eithealor in compensation for stagnating
salaries, were paid regularly, though the work bortas been unequally distributed. This
has long been the area of political clientelismaitraditional or a renewed forthput its
importance is rather overstated.

It is interesting to note that it is in the pubdiector, rather than in the private sector,
where an overall increase in labour contract fodiffering from full-time permanent work
can be identified. Part-time work, work on fixedre contracts, subcontracting and
employee hiring, as well as stage employees (teaimp/internship) are often extended to

# Traditional clientelism is defined as the polifibond between a politician and his/hers votersyhiich favours are
exchanged for political support. Renewed clientelisna form in which the clientelistic relation is digted by the
political party rank and file personnel. Greece'ditmal system advocated traditional clientelismoprto the 1967
dictatorship. After the fall of the dictatorshipi874 elements of traditional clientelism were maired, while renewed
clientelism emerged and became fully establishégl 4981. Although clientelism is a method of coliing the

electorate's voting behaviour, it is not the maiarse of political corruption in Greece.
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two or three years of continuous work and haverfihwed in both the core and broad
public sectof?

Table 3 indicates that in the period 1999-2004. (ueder PASOK, the Greek
Panhellenic Socialist Movement) a plan of introdgciflexible” working patterns into the
broad and core public sector was implemented.

The data in table 3 make it apparent that the f@igactor was rather indifferent to
augmenting its use of flexi-type forms of work,l@ast until the outbreak of the crisis in
2008. There are a number of reasons for this @rigaterprise reluctance to expand flexi-
type arrangements for its workforce. Two provisiaransiderations are in order.

First, it is clear that the legal framework, i.eramgements under the labour law
brought about in the 1990s and the Civil Code, |tetime extensive use of such types of
work. Secondly, programmes of employment subsidiese directed towards increasing
part-time jobs in the private sector in the late9d® and in the 2000s. Nevertheless
enterprises have avoided exploiting such oppoigsit

A closer look at the data reveals that private diremploy part-time employees in
sectors such as tourism, in large supermarket stemd in other service activities. Fixed-
term jobs are more common in hotels, constructiuth ia industrial sectors such as food
processing, i.e. industries with a strong seaspaidérn of activity.

Second, part-time work and fixed-term work haveemndveen popular among wage
earners, since the total pay is comparatively sridcent studies of poverty distribution
among population segments have pointed out thagrpovs more concentrated among
part-timers than among the unemployed in Grééce.

Table 3. Part-time and fixed-term contracts, 1999, 2004 and 2008

Absolute levels Average rate of change

1999 2004 2008 2004-1999 2008-2004
Part-time
Public servants 8 566 13100 12 600 10.6 -1.0
Public organizations 6443 6893 5827 1.4 -39
Municipalities 4119 2925 4825 -5.8 16.2
Public utilities 1122 1430 1118 55 5.5
State banks 750 0 407 -20.0
Enterprises controlled by the
public sector 1350 733 664 -9.1 -24
Private sector 94 726 94 638 109 089 0.0 3.8
Total 117 076 119719 134 530 0.5 3.1
Fixed-term
Public servants 22 857 36 732 38 297 121 1.1
Public organizations 14 731 25405 23214 14.5 2.2
Municipalities 10 431 18 644 22900 15.7 5.7

% A. Dedoussopoulos (2010).
* See C. Papatheodorou and Y. Dafermos (2010).
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Absolute levels Average rate of change

1999 2004 2008 2004—1999 2008—-2004
Public utilities 4035 3967 6531 -0.3 16.2
State banks 1400 799 624 -8.6 -55
Enterprises controlled
by the public sector 3149 2638 3344 =32 6.7
Private sector 258 443 253 066 247990 -0.4 -0.5
Total 315 046 341 251 342 900 1.7 0.1

Sources: LFS; authors' calculations.

Returning to the question of the private sectoglsiatance to expand flexi-types of
work, one should be careful to distinguish betwtenlegal provisions for the regulation
of the labour market and the actual implementatioh such provisions. The
implementation of Labour Law regulations, espegidibse on the notification of overtime
work and payment of overtime premiums, is one efrtiany grey areas in the functioning
of the Greek labour market. Reports by the Labosgpéctorate Body (LIB) reveal that
many firms systematically avoid the payment of @wes hours, even before the crisis
started® According to a standard labour economics treatrogttie issue, law violation is
greater the larger the benefit, the smaller theipdgy of being caught and the smaller the
fine imposed. This is what actually takes placethe Greek labour market. Labour
inspectors usually intervene only after a formamptaint is posted and inspections
initiated by the inspectors themselves are ramed-are small and very often not paid by
the firm.

The same applies on an even larger scale to tmeledéine labour force, which is
composed of persons of Greek nationality and forg@igmigrants. The actual size of this
uninsured workforce cannot be estimated, but tassidered to be large, especially in
construction, agriculture, tourism, some manufaegundustries, and servicés.

Labour mobility

An additional piece of evidence of the high degoédlexibility inherent in the Greek
labour market comes from hiring and firing statistiThe three graphs below (figures 15
to 17) indicate the evolution of dismissal andrgrlevels per wage earner and the ratio of
hiring to dismissals. All point to the same resiilhe Greek labour market is extremely
unregulated, to a degree that the stability ofithele social system is put into questfon.

Since 1997 there has been a rapid change in |gdotection. Most changes had been
unopposed by trade unions. But, within five yealismissals had climbed steadily. As
figure 15 shows, the historical probability for age earner to be dismissed during a year
increased from 13 per cent to 25 per cent withengériod reviewed. That is, on average, a
guarter of all wage earners had lost their jobdiwita year as early as 2001. For wage

% Qut of 300 Labour Law violations recorded by labmspectors in the second half of 1999, 245 weréatioms of
time schedules. See LIB, Report 1999, p. 52. Unpad@time work amounted to 40 per cent of total dwest(notified
and not notified) in the early 2000s. See A. Dedgussios (2005b).

% n this sense, i.e. when the gap between legaigioms and the implementation of the law is taken account, one
should consider the Greek labour market as an eetyeflexible and highly deregulated market, contréo the
assertions made by international organizations sa&€hOECD. Actually, the non—implementation of redatat
provisions was an argument put forward by the Govemtrimesupport of Labour Law changes and the abalitibthe
General Collective Agreement in February 2012.

" On this, see A. Dedoussopoulos (2005b) and A. Dedpaskis (2011).
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earners outside the core of the public sector, ghidability increases by six percentage
points. Job insecurity had been established lofoyé¢he recent legislation was adopted.

Has job insecurity had any positive results in &mh employment? The answer is
negative. After a sharp increase in hiring leveds,phenomenon that was quite
extraordinary as more than 40 per cent of all weagaers seemed to change jobs or enter a
new job within a year, a clear negative tendeneaytetl in 2002 (figure 16). The graphs
thus indicate a very high turnover ratio, whichpartly responsible for a number of the
negative features of the Greek labour market. Thedade low productivity, low rates of
innovation, extremely low rates of actual on-thb-fmining and re-training, among others.

Figure 15. Percentage of all wage earners dismissed within a year, 1983-2012
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Sources: Bank of Greece and LFS; authors' calculations.

Figure 16.  Percentage of all wage earners hired for a new job, 1983-2010
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21



Figure 17.  Evolution of hirings/dismissals ratios, 1982-2010
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Figure 17 recapitulates the basic argument. The wéh which dismissals are made
relates negatively to decisions of private firms tiwe personnel. The medicine is
prescribed because the diagnosis of the probldmased.

This evidence is in conflict with the labour flowsported in ECEmployment in
Europe 200%nd in OECDEmployment Outlook 2009 both these publications, using
data from the Labour Force Survey (LFS), mobility Greece is estimated very low.
Differences in statistical data are important irplaiing such a divergence. This paper
uses administrative data recording all dismissatktaringswithin a yearfor wage labour
under private contracts. LFS data are longitudiyyaé data referring to two periods. The
person interviewed reports his/her state of empéaynin the previous period (preceding
year) and his/her current situation. He/she dodsreywort any changes in employment
during the year. Short periods of employment followedshygrt periods of unemployment,
or frequent changes in employment are not recorded.

Second, if labour flows are linked to spells of émgment (or unemployment)
reference has to be made to the concept of equilbunemployment, i.e. a model which
is based on the assumption that unemployment th/@aconsequence of rational choices
made by the unemployed themselves. The authorstdsupport this approach, especially
in times of high and increasing unemploymént.

Third, one should consider the question of denotomaespecially when cross-
country comparisons are made. Greece has a coinvphrdow share of wage labour in
total employment. Independent professions, shogksepmall farm agriculture and small
firms in manufacturing and services account foraa rhore significant section of the
working population than in other EU countries. Breably their mobility is extremely
limited; in fact it is affected by the birth andatle rates of the corresponding firms and
professions. If the wage labour segment and thepeddent labour segment are not
treated separately, estimates of labour mobilitythe labour market are bound to be
distorted downward.

28

Greek).

For a discussion of the relevant literature, Ae®edoussopoulos 2000, Theories of Unemployment, thyfmo(in
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There is additional evidence in support of a higbbility of wage labour among
firms, sectors and, possibly, occupations. In taédur Force Survey, wage earners are
asked to answer a question regarding the time s$t@yed to work under their current
employer. The elaboration of these data is repantdigures 18 and 19 for the year 2007.

As expected, mobility declines with age, but evetha age of 60+ 17.5 per cent of
the age group was hired within less than five yedrthe Survey and 8.2 per cent of the
same age group within less than two years. Thecotisp rates for mature working ages
(age cohort 35-39) are as high as 30.1 per cent hiidper cent.

Figure 18. Percentage of wage earners who started working with their current employer
in the last two years

90
80 +—

70 -

60 -

50 -

a0 -

30 -

20

10

15-1% 20-24 25-29 30-34 35-35 40-44 45-49 50-54 55-58 60-64

HTOTAL NON-AGRICULTURAL = COMMERCE

Sources: LFS; authors' calculations.

23



Figure 19.  Percentage of wage earners who started working with their current employer
in the last five years
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Wages and labour costs

Wages and labour costs have been the main areantbeersy in the Greek debate over
the Memoranda. As will be shown in chapter 3, time af all legal action on collective
bargaining procedures has been to introduce aeggreagree of flexibility in the wage-
setting mechanisms.

The main argument, from the employers’ point ofwyieils that the collective
bargaining process in Greece had resulted in wéggsare irresponsive to the actual
situation in the industrial sectors and/or indiatifirms. Sectoral or occupational
bargaining began from a previously concluded nationllective agreement (NCA) which
set the minimum wage. Then, sectoral or occupdtagieements put a mark-up on wage
increases, with the wages determined in a cumelgiattern. According to some views,
the independent Organization for Mediation and #ation (OMED) made decisions
irrespective of the economic prospects of sectomdividual firms. Some malfunctions in
the setting of wages through structures that exkisiatil recently and processes of
collective bargaining are acknowledged by repredmts of entrepreneurial interests and
by the President of the General Confederation aeteiWorkers (GCL), but not by the
other members of the GCL Board of Directors. In @age, they did not consider the
problem a very important one, and their proposatsl¢d towards the institutionalization
of clearly defined exemptions rather than the aioaliof collective bargaining as such.

An estimate of the responsiveness of wages andngarto labour market conditions
and evidence of how wages diverge across indusiridee private sector are given below.
But before going to that, it is useful to point tl significance of some related evidence.

Figure 20 reports the difference between nominakeiases in the wage rate minus the
rate of inflation and the rate of change of labproductivity. This is based on a simple
model of wage setting which assumes:

wherelf’ is the rate of change in money wagéshe rate of

W= F+
1 inflation andg the rate of change in the productivity of labour.
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Hence, the data in figure 20 report deviations fithis wage-setting mechanism. If
the value is positive, it is to the benefit of waggrners; if it is negative, it favours the
enterprises.

First, the long period from 1964 to 2001, i.e. befGreece entered the eurozone, is
examined. What is striking is that, with a few epto@ns over this period, the wage-setting
mechanism favoured enterprises, not labour. Thepmbans to this ‘rule’ were linked
mostly to political changes: the years after theaation of democracy (1974-1978); the
first PASOK® Government (19841984); the three-party Government in 198990. One
can easily deduce that the wage-setting procesbd®asdetermined by political events of
major significance as the balance of power shiftecbne direction or the other. But
throughout this entire period, wage rate increaidsnot cover inflation or changes in
productivity >

Figure 21 tries to extend the argument into the gears’™ These time series data are
at nominal prices and no attempt has been madectade changes in the consumer and
producer price indices. Wage data for two distinategories of employees: salaried
personnel and manual labour are included. The ceitipo of employees in
manufacturing has been changing rapidly in favdwataried personnel.

Again, wage pressures seemed to lessen in thedpaditer the Olympic Games and a
redistributive effect against wage labour has tsexm since 2006.

In 2007, the share of total labour cost in totahofacturing costs averaged 15.2 per
cent. This implies that a reduction of labour dmgt22 per cent would have a moderate
effect on total cost of less than 3.5 per cent tpeb cent if indirect effects through
intermediate inputs are taken into considerationstvprobably, market prices would be
unaffected. Thus, wage reduction would lead tongpteary increase in profits, but to a
severe reduction in domestic demand, i.e. the exat@n of deflation. Even if product
prices were reduced by 5 per cent or more, theffett on the final demand for products
would be negative, as the income elasticity effemtild prevail.

2 Greek Panhellenic Socialist Movement.
% See A. Dedoussopoulos (2005).

% Data from different sources are used in the coostmi of figures 20 and 21. Figure 20 is based fmn $ocial
Insurance Institute’s estimate of wages for male fanthle employees. The productivity index is camsted from the
indices of industrial production and employmentetarom the Annual Industrial Survey of the NatioSahtistical
Service of Greece. Figure 21, also based on thestriduSurvey, covers establishments with more thaemployees.
No data are available after 2007. Productivity isasuged by net value—added divided by the numbengiloyed
personnel (including owners of firms participatiag well as members of their family working with no nfiat

compensation).
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Figure 20. Annual differences between increases in wage rates and changes in labour productivity, male and female work force,
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Source: National Statistical Service of Greece, Annual Industrial Survey.
Note: Wage rate change minus inflation minus the rate of change in labour productivity
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Figure 21.  Rate of change (%) in yearly wage incomes and labour productivity,
2003-2007
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Christina Berdekli, a Ph.D. student at Panteionveirsity who is working on how to
measure flexibility in the labour market, has pd®d answers to crucial questions. For the
period 1983 to 2007, she has estimated the elgstmfi wages with respect to
unemployment, a sound measure of wage responss/éndabour market conditions, as
follows:

d (E) wherew is the wage rate the level of prices (price index)
p/ U andu the unemployment rate.
du

*

g

She discovered that elasticity changes over tinie dverall patterns of elasticity
change vis-a-vis the unemployment rates of matusée rand female wage earners are
similar. Elasticity has been steadily falling ovene and since 1988 its value for the male
wage has been negative, as expected. Howeverefalés, wage elasticity of wages
remained positive until 2000 and since then has displayed negative values. Her
findings are reported in figures 22 and 23 below.
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Figure 22.  Wage elasticity (%) of men in relation to the unemployment rate of mature men,
1984 to 2007
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Figure 23.  Wage elasticity (%) of women in relation to the unemployment rate of mature women,
1984-2007
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According to Berdekli’s findings, and using herimstted elasticity value for 2007, a
1 per cent increase in the unemployment rate wdhialde resulted in a 0.6 per cent
reduction in the male real wage rate and in a pe2&ent fall in the female real wage rate.

On the question of sectoral wage flexibility, Bedilehas also obtained some
interesting results. Estimating standard deviatioinsectoral wages from the average for
the entire manufacturing industry over the samégeshe found that the diversity among
manufacturing sectors increases significantly otiare. Her findings are shown in
figure 23.
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Figure 24. Standard deviations of average earnings across manufacturing sectors,
1982-2007
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Source: Christina Berdekli (estimates)

Some of this increased diversity may be attribatatol factors such as changing
gender, educational and occupational compositioangbloyees, differences in employee
management, turnover rates and seniority rules. édew when all these considerations
are taken into account, the evidence seems incdigawith the view of a highly

centralized and bureaucratically managed institatiovage-setting process.

A provisional conclusion

All the evidence indicates that the Greek labourketahas not been strictly regulated. It is
clear that the market is highly fragmented, butreveational labour market is highly

segmented. Employment in the core of the publitosd@s been well protected, that in the
broad public sector has been relatively well priatgécand employment in the private
sector provided far better protection for whitel@obccupations than for blue-collar ones.
Discrimination against female employees and pridesss still exists (while male-female

pay differences are converging, they are not egaagli, and discrimination against youth
is widespread. The large immigration flows havefi@iced black economy structures and
tend to create a parallel structure of employm@mioctunities comprising peddling, petty

crime, drug dealing and trafficking in addition uarecorded labour. Many private firms

providing services to state organizations (coninggt especially in the areas of cleaning
and maintenance, rely on cheap uninsured immidadratur. The boundaries between the
black or the grey economy on the one hand andahatime are never clearly defined.

There have been certain accusations in the paseoang the role of trade unionists in

running such subcontracting firms (the case of Kwa)® Forms of grass roots trade

unionism are appearing in some occupations chaizeteby precariousness (delivery and
courier services, etc.), but the official tradeams continue to be rather unsupportive.

One should be very cautious in using overall inglicklabour market flexibility. The
trade-off between flexibility and security is ndtvays clearly defined. However, a review
of flex-security, a topic that has been rapidlygfaiten, and the merits of combining labour
market flexibility with security indicates that, @ certain extent, there may be more

complementarity than conflict between these twasde

Furthermore, given that a minimum of security isegessary precondition for social
coherence, one should consider the numerous tiff&l@assible between flexibility and

% Kouneva is a immigrant woman working in a clearfing under a subcontract with a broad public seetuerprise.
Kouneva had been active in trade unions and, tifteats, she was attacked and acid was thrown atdnesing severe

damage. The subcontracting firm was run by a fotmagle union leader. The case did never come tgust
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security. Within the flexibility nexus, the undead and mostly unpaid overtime work in
the Greek private sector can be considered a tHdeith the creation of new jobs in
times of prosperity. In the security area, thereaidrade-off between the level of
compensation in lay-offs and the level of unemplegibenefits in relation to former
wage revenues. These issues, though noted in aglvhage never been the concern of
public policy®

2.2  Employment in times of crisis

In order to estimate the effect of the currentisr@® the Greek labour market it is worth
comparing the pattern of employment growth before after the 2008 crisis. Figure 25
indicates the quarterly level of total and non-agitural employment for the period
1998a-2007¢"

Figure 25. Employment level, 1998a-2007d
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Source: Eurostat, Labour Force Survey (LFS).

What is remarkable about the situation depictedigare 25 is the constancy of a
strong upward tendency in both total and non-afiticai employment. Average
employment in Greece increased by 15 000 persoeadh quarter, or by 60 000 persons
yearly. This rate of increase was sufficient toaabshe fall in agricultural employment
and to cut the unemployment rate from 10.8 per iceh®98 to 8.1 per cent in 2007.

Figure 26 indicates the evolution of the level wipboyment since 2008 (first quarter),
i.e. during the times of crisis. The tendency isatinear one anymore, but quadratic. The

% A. Dedoussopoulos et aSpcial Preconditions of Employment and Unemployni987, in two volumes, Panteion
University and the Ministry for Development.

3 Agricultural employment has been falling sharpheothe years, mainly because of its age structdoevever, this
decline has not resulted in a significant net mosetmof employment from agriculture to other sectdkaother
characteristic of agricultural employment in Greiciés biannual cyclical pattern.

% Letters a, b, c, d behind the year indicate rethpequarter.
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effect of crisis on employment levels is depicted the square term of time in the
quadratic form of tendency, indicating an accelegatate of (negative) change.

Figure 26. Level of employment during the crisis, 2008a—2012d
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A comparison of the tendencies before and durimgdiisis illuminates the above
argument.

Period t (time) t2
Before (1998a-2007d) 15.001
During (2008a-2012d) 14.013 -3.581

Figure 27 indicates the annual rate of change ipl@gment in the period 20062012,
as compared to the same quarter in the previous Aeslight improvement is noticeable
for the last quarter of 2012, though the rate resaiegative and of high value (-7 per cent
for non-agricultural employment). For the threeestbuarters of 2012 the rate of change in
non-agricultural employment remained near to —ICcpat annualized.

On the whole, over the period 2009a—2012d the Gesminomy lost 871,000 job
positions. A simple arithmetical calculation wolraply that if the economy had regained
the pre-crisis pace of job creation of 60 000 jpbsyear, it would have taken 14.5 years
to return to the employment level of 2009a. Thisnal indicates the extent of the

employment crisis and the problems ahead.
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Figure 27.  Rate of change (%) in employment level - same quarter previous year,

2008-2012d
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The fall in employment accelerated with the implaméon of Memorandum I. At
the beginning of the crisis, construction and maotufring were the sectors most severely
affected, but soon the employment crisis affedbedservice sectors as well. This produced
a particular pattern in the adjustment of employnevels by gender. The crisis first made
its impact on male employment, as there was a lewgeentration of male employment in
manufacturing and, especially, in construction. Tégponse of female employment was
delayed by almost four quarters. This pattern irplegment adjustment is shown in

figure 28.

It should be noted that although part-time jobghtly increased their share in total
employment, the absolute numbers of both part-timé fixed-term jobs decreased over

the period reviewed.
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Figure 28. Rate of change in employment by gender, 2008a*-2012d*
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Sources: Eurostat, LFS; authors' calculations.
*a = first quarter, d = fourth quarter

An econometric estimation

The estimated relationship is shown below.

Previous attempts to estimate an econometric Okun-type* relationship between changes in GDP and changes in
employment or unemployment from annual data did not succeed. Some economists considered this an indication of
labour market inflexibility, i.e. employment was not responsive to production changes. However, the use of quarterly
data indicates that such a relationship exists and that it is statistically valid.

The authors have estimated a relationship between the dependent variable rate of change in employment level
and the independent variable rate of change in GDP (at constant, producer prices). In fact, they have estimated an
employment function. Lags in GDP have been included, indicating a time-spread effect of GDP changes on the
employment level. The effect has a duration of three quarters.

Dependent variable

Rate of change in employment level
N

Independent variable(s)

Rate of change in GDP t

Rate of change in GDP t-1

Rate of change in GDP t-2

Rate of change in GDP t-3

Constant

R2=0.723

DW = 1.566

Coefficient (b)
0.27

0.14

0.14

0.18

-0.47

t - value
4.39
6.01
9.07
4.64

N = —0.47 + 0.27GDP, + 0.14GDP,_; + 0. 14GDP,_, + 0. 18GDP,_5

This implies that a 1 per cent drop in GDP level will have a cumulative effect of a reduction of more than 1.2 per
cent in the level of employment within three quarters.

* The percentage by which GNP/GDP changes when unemployment changes by 1% is called the Okun coefficient.
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All sectors of economic activity have been expeagieg severe cuts in employment
levels, with the exception of small service sectsugh as property management and
professional services to business. Over the pe?@d9-2012 three main sectors of
economic activity contributed almost 60 per centafif job losses. Manufacture and
construction were hit earlier. While employmentriade started to decline only after 2010,
this decline has been quite severe. In 2012 orfeun job losses occurred in the trade
sector.

The distribution of job losses by sector and bydgerindicates that the job losses in
male employment are concentrated in the sectodupiog material goods (87 per cent of
these losses are in construction, manufacturing agdculture). Losses in female
employment are observed mainly in services; onlyp&2cent of all female job losses are
in construction, manufacturing and agriculture.

Table 4. Contribution of sectors to employment reduction, 2009-2011
(as percentage of all jobs lost)

Economic sector 2009d-2010d* 2010d-2011d* 2011d-2012d* Total
Agriculture, forestry and 9.80 10.12 446 8.26
fishing

Mining and quarrying 0.1 0.60 0.52 047
Manufacturing 25.63 16.56 15.26 18.17
Electricity, gas, steam and 1.35 -0.41 -0.48 -0.04
air conditioning supply

Water supply; sewerage, -0.73 1.94 0.92 1.02

waste management and
remediation activities

Construction 36.90 19.53 15.74 22.21
Wholesale and retail trade; -1.86 19.53 26.45 16.94
repair of motor vehicles and

motorcycles

Transportation and storage 2.65 4.61 5.54 4.46
Accommodation and food 10.76 2.70 9.76 6.73
service activities

Information and 2.65 4.09 -3.90 1.25
communication

Financial and insurance -0.68 -0.79 5.30 1.16
activities

Real estate activities 1.07 -0.55 0.80 0.24
Professional, scientific and 7.61 -0.82 -1.75 0.77
technical activities

Administrative and support -3.55 1.31 3.63 0.96
service activities

Public administration and 2.03 7.67 -2.87 3.08
defence; compulsory social

security

Education 6.87 2.76 9.32 5.75
Human health and social -1.46 240 3.7 1.95
work activities

Arts, entertainment and 0.39 0.25 2.67 1.04

recreation




Economic sector

2009d-2010d*

2010d-2011d*

2011d-2012d*

Total

Other service activities -1.92 1.50 1.75 0.82
Activities of households as 2.20 712 3.03 473
employers
Activities of extraterritorial 017 -0.11 0.16 0.04
organizations and bodies

100.0 100.0 100.0 100.0

Source:LFS, authors’ calculations
* Fourth quarter

Deep and widely spread reductions in employmerdl$éein all economic sectors are
indicative of the extent of the crisis, but thisctpie is incomplete. Qualitative and
guantitative evidence both support the view of disenchanges in labour relations, social
dialogue, the enumeration of labour and living detads.

Part-time employment increased, as expected. In8,20@dth the exception of
agriculture, part-time employment had been coneésdr in a few economic sectors,
namely trade, tourism, education and householdcgsvPart-time employment has been
otherwise unpopular both among entrepreneurs dadeshpersonnel. Between 2008c and
2012c part-time employment increased by 17.6 pet, oghile full-time employment
dropped by 20.6 per cent.

Two mechanisms contribute to this result. Whilet{iane work increases among
previously full-time personnel as activity rateg aeduced, some firms are exploring the
possibility of increasing flexi-type jobs. Figur8 fhdicates the direction and the extent of
changes in employment and part-time employmenebjos of economic activity.

Figure 29. Rates of change in total employment and part-time employment by sector,

2008c-2012¢c
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Sources: LFS; authors' calculations.
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In seven sectors total employment and part-timeleynment change in the same
direction, i.e. they both shrink. In all other swet a fall in total employment is
accompanied by a rise in part-time employment. -th@e work and job rotation rose
marginally in construction and mainly in manufaetyartly as a result of the “labour
hoarding” policies advocated by firms to retairllski personnet®

A press release from the Labour Inspectorate BatB){’ indicates the extent of the
problems faced. The evidence is summarized in $abland 6. Two aspects need to be
noted.

First, a rapid decline is observed in the total hemof new job contracts (hiring)
during the period 2009 to 2012. The decline amaumte27.7 per cent, a development
indicating both the extent of the recession andrdghed labour mobility.

Table 5. Number and distribution of new contracts, 2009-2012

No. of new contracts  Type of new contracts

Full-time Part-time Job rotation
2009 945138 746 911 157738 40 489
2010 875 952 586 281 228 994 60 677
2011 762 544 460 706 233538 68 300
2012 683 443 375 843 241985 65615

Composition of new contracts (percentage of total)

2009 100 79.0 16.7 43
2010 100 66.9 26.1 6.9
2011 100 60.4 30.6 9.0
2012 100 56.0 35.4 9.6

Source: LIB, press release 12t March 2013, Tables I, [V and V.

Second, there was a rapid fall in the share oftfiole jobs in new contracts, while the
share of part-time jobs and job rotation more thdanbled. The share of job rotation
increased in the first three years, but droppediden 2011 and 2012. The share of part-
time jobs swung up by 53.4 per cent in the ovagpeliod reviewed as did job rotation
which rose by 62.1 per cent. The share of full-tjplecontracts fell by 49.7 per cent.

During the same period there was a clear tendenchdnge the status of current job
contracts. Table 6 reports the relevant evidence.

% See A. Dedoussopoulos, The State of the Greek LaWatket under Crisis, part of an ongoing researcijegt on
Strategic Human Resources Management, Hay Group, OHBSE.

37 LIB, press release 12 March 2013.
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Table 6. Changes in the form of job contracts, 2009-2012

Total Part-time Job rotation
Total Rotation 1 Rotation 2
2009 16977 12219 4758 4146 612
2010 26253 18713 7540 6 527 1013
2011 58962 32420 26 542 19128 7414
2012 84290 49 640 34650 21278 13372

Composition of changes in contract form

2009 100.0 720 280 (87.1) (12.9)
2010 100.0 713 28.7 (86.6) (13.4)
2011 100.0 55.0 45.0 (72.1) (27.9)
2012 100.0 58.9 411 (61.4) (38.6)

Source: LIB, press release 12 March 2013, Tables Ill.
Notes:

Rotation 1: Made after an agreement between the employer and the employee.
Rotation 2: Rotation is imposed by a unilateral employer’s decision.

Though LIB distinguishes between consensual andcoosensual changes in the
form of work contract with respect to job rotatiame should realize that most of the
changes from full employment to part-time or jokatibn are activated under the explicit
or implicit threat of dismissal. About 37 per caftall wage employees in the private
sector were affected in 2012 either by being diseds or by being employed as part-
timers or in job rotation schemes.

Changes in the form of labour contract are clogelated to changes in wage
incomes. Part-time jobs and job rotation schemiesugh possibly preferable to open
unemployment, have been considered the main factotributing to increased poverty
among the working population, as has been showa mumber of papers by Professor
Christos PapatheodordUFlexible working patterns reduce total individaainsumption
(and the social security revenue), thus increaiagpace of recession. This is the result of
the treatment of labour merely as a private coatrlooking the macroeconomic effects
and the impact of low remuneration on employeegatoand productivity.

2.3  The unemployment rate

The unemployment rate has been increasing ragpititg she third quarter of 2008. Its path
is presented in figure 30.

% See, among other®afermos, Y. and Papatheodorou, C. (2012) “Workingrplabour market and social protection
in the EU: a comparative perspectivéiternational Journal of Management Concepts andd3bphy.Vol. 6, no. 1/2,
pp. 77-88.
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Figure 30.
2007-2012

Unemployment rate (percentage): Working age population,
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Figure 31. Percentage contribution to unemployment by age group,
2011d-2012d
18
16 1574 15.68
14.48
13.47
—- 14
a
E
g‘ 14 37
o 12 123
£ 10.47
> 10 9.52
5
= 8
=
8
N [ 526
E
i
8
o a
o
1.93 2.22
N [
0 _J T T T T T
15-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60-64
Age group

Sources: LFS; authors' calculations.

Figure 31 indicates the contribution to unemployimley age group from 2011 to
2012 (fourth quarter). A look at the compositiontild rise in total unemployment reveals
that male unemployment was a larger contributon fleanale unemployment (56 per cent
as against 44 per cent). Furthermore, youth ungmmat accounted for only 11.5 per
cent of the total increase in unemployment, evenugh the youth unemployment rate

reached 60 per cent.
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3.1

Table 7 reports the levels in unemployment rategdnyder and age group for 2010

and 2012 (third quarter).

Table 7. Unemployment rate by gender and age group,
2010 and 2012 (3rd quarter of the year)
2010 2012

Age group Men Women Total Men Women Total
15-19 33.2 43.7 375 52.0 81.5 65.9
20-24 24.5 40.6 31.8 484 62.6 55.0
25-29 154 25.1 19.8 35.2 414 38.0
30-34 11.2 17.9 14.0 254 29.7 2714
35-39 9.0 14.1 11.2 201 274 233
40-44 6.5 13.1 94 15.6 252 19.7
45-49 6.7 10.3 8.3 15.6 218 18.3
50-54 7.5 10.5 8.6 17.8 213 19.2
55-59 6.1 7.7 6.6 14.9 15.3 15.1
60-64 48 39 4.5 12.1 11.9 12.0
65-69 1.8 2.2 1.9 74 4.6 6.5
70-74 1.3 0.0 0.9 0.9 0.0 0.7
75+ 0.0 0.0 0.0 0.0 0.0 0.0
Total 9.7 16.1 124 217 28.9 248
Total 15-64 9.9 16.2 12.6 219 29.1 25.0

Sources: LFS; authors' calculations.

Industrial relations, collective bargaining

and social dialogue under the memoranda

and austerity policies

Introduction

Since May 2010, Greece has been witnessing extersid rapid legislative changes in
labour law and collective bargaining conditions evhiare unprecedented in Greek and
European political history.

At the outset, the aim of Memorandum | was twofetdreduce the public deficit and
the Greek debt to GDP ratio on the one hand; angkdtore the competiveness of the
Greek economy on the other. Inherent to this ampregas the introduction of numerous
structural changes in the institutional settinghef Greek labour market, which was seen
as inflexible. Legislative action was chosen a®@ to bring about these changes. The
social partners reacted moderately at the beginambthen fiercely after the first year of
implementation of the programme. By June 2011 r@aggainst Memorandum | policies
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3.2

was mounting and questions of the legitimacy offiblcies were openly posed, even by
members of the then Government.

It is clear that the legislative action advocatedthose two years has severely
transformed labour law. The main changes are irfighe of collective bargaining, legal
provisions, and in the area of the mediation abdration of industrial disputes. However,
legislation was also adopted that changed legaligioms in the area of individual labour
contracts.

In a large number of interviews, the authors had ¢pportunity to raise and
extensively discuss the questions of: how the wetaions in the institutional labour
market settings came about; what the rationale \&ad; what role was played by the
various actors and by the Government, i.e. the $ttiypiof Labour, and the social partners.

Policy formation

On the question of whether the policies of Memoeahdnd Il were mainly the result of
the conditions imposed by IMF, ECB and EU (the kadj were initiated by the
Government, or were the result of social dialogu®rg social partners, all persons
interviewed expressed the opinion that almostraéiriventions had been imposed by the
troika. Some said that the Government enforcedthduderegulation of the labour market
in excess of the troika's demands. All the socatrners interviewed said that their role
was minimized during the consultation phase. Tlo&kar representatives had had some
discussions once or twice with each of the so@alingrs, but they did not seem to take the
partners’ analysis and positions into consideratidhey asked questions and kept notes,
but they were obviously not interested in what wexevsaying,” one of the social partners
put it. On the other hand, it would appear thabiobg of troika officials by some business
interests did take place.

Some forms of bilateral discussions were held antbagocial partners and between
individual partners and the Ministry of Labour. Meka Katseli, the former Minister of
Labour who kindly accepted to be interviewed fois tetudy, mentioned a number of
unofficial discussions that she and high-rankinfic@ls of the Ministry had had with all
the social partners. She expressed some disap@oihtat the stance adopted by trade
union leaders, though she was in close contact thiém. She had expected a more
militant approach, so that her bargaining positiwsould be strengthened. As to the
question of “why a legislative procedure had tcadepted and not one through collective
bargaining and social dialogue,” she said thattroika considered social partners part of
the problem, not part of its solutiariThis could explain very clearly why social dialeg
collective bargaining and labour law have all beecam empty shell in Greek socio-
political life, as one of the experts intervieweptha put it. One of the high-ranking
officials in the Ministry of Labour — not a poliit appointee — who had participated
actively in the preparation of the legislation atisicussions with the troika put it bluntly:
“You can talk for hours only to receive the answer pay your bills, so you will do as we
ask’. There is not much scope for bargaining.

Ms Anna Stratinaki, General Secretary in the Miyisif Labour since March 2011,
also confirmed the “numerous meetings” betweerMhmstry and the social partners. She
stated that the Government had to proceed unilptegaven the lack of consent, and
characterized the reforms as “measures of conveadtinecessity”, i.e. imposed on the
Greek Government by Memorandum | provisions. Thisape is indicative of the way the
dominant political parties in Greece conceived itea of “social dialogue”. To them
social dialogue was mostly a process through whiehsocial partners are convinced to
consent to the political choices of the Government.

The authors asked the interviewees whether thkatra@presentatives knew the Greek
economy and the details of the institutional sgttifi the labour market well. All said that
the troika understood the institutional settingl@tail. Some had doubts about whether the
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troika had a clear view of the functioning of thee€k economic system. The discussion
with two representatives of research instittiteas raised the question of the efficiency of
the macroeconomic model used to predict the resfiithe measures taken. It is certain
that none of the targets set has yet been met. 8ptbed that the indirect effects and
induced changes in target values — for examplegffext of recession on tax revenue —
were grossly overlooked. Ms Katseli stated thavas the failure to achieve targets that
forced the troika to ask for additional measuresdmpensate for their failure. “This is

how they came to demand a 22 per cent reductiomiiimum wages,” she said. The

interviewees agreed that the Greek economy seeammpped in a “death spiral”, a vicious

cycle of recession, unemployment and falling tazereie.

Most of the measures taken had been on the agdnilfee diellenic Federation of
Enterprises (SEV) in social dialogue since 1997t iBusome cases, the SEV proposals
seemed almost moderate when compared to the meamiwpted. The authors raised the
guestion of whether there are Greek interests pgslior the legislation and their
implementation. In most cases the answer was giserisuch as “export-oriented big
enterprises”, “some large firms in the tourist s€ctMs Katseli gave a very direct answer.
She named one private bank, two editors of dailyspapers who are also owners of two
national television channels, and a few ownersaofid hotels “who are in a state of
bankruptcy”. One should keep in mind that Ms Katdehd refused to vote for
Memorandum Il in February 2012 and was consequeniielled from PASOK. The other
two Ministers of Labour, Mr Andreas Loverdos, whassthe PASOK Minister of Labour
when voting on Memorandum | took place, and Mr @a® Koutroumanis, deputy
Minister of Labour since 2009 and Minister sincenell2011, did not respond to the
authors' requests for interviews.

Policy content: Rationale

Everyone interviewed said that the motive for atasures taken was to reduce labour
costs sharply. The troika believes that all othast @lements are inflexible: the prices of
intermediate products (mostly imported), interedes, rents, costs of public utilities and

taxes. Hence, the only cost that can be adjustéabaur cost. This was clearly stated by
two persons interviewed as they attempted to exple policy choices made. All agreed

that the target for the wage reductions was setdge levels in Bulgaria, Romania and the
Baltic States.

If this is so, the rationale for the policy poseswanber of important issues, both
theoretical and political. On the one hand, it &sdd on a political philosophy, quite
widespread in recent decades, that the labour mdr&e to absorb all shocks in the
economy. In order to perform this “shock-absorhection”, it must be inherently flexible
in terms of staff levels, wages, working time anddtionality. One should note that this
conception of the labour market totally reversegneweoclassical causality, which
assumes that the labour market is always at equilih with goods and money markets
adjusting accordingly. According to this “new” camt, the labour market becomes a
residual market, very far from its role as a social ingiitn, to mention an idéafrom
Robert Solow’s celebrated book.

In this regard one should note that the labour etaplerforms a double function in
contemporary societies. First, it has an allocafiamction, i.e. it allocates personnel to
jobs. Second, it has a reproductive function, itereates the conditions for the daily
maintenance, adjustment and long-term reproduabiothe labour force. Labour law,

% The Labour Institute of the General ConfederatbiGreek Workers (GCGW) and Foundation for Econonnid a
Industrial Research (FEIR).

“® The Solow residiual is a measure of the empiricadpctivity growth in an industry or macroeconomyeov
comparable time periods, such as from year to gadrdecade to decade. The measure is deemed tdsidaase its
growth is not explained by capital accumulationmy encrease in labour.
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unemployment benefits and all the services providedstate institutions are necessary
because the labour market cannot fully perform thgoductive function, especially in
times of crisis and high unemployment.

Related to this is the idea that wages should garded exclusively as a cost. Indeed,
the wage bill is a cost to the individual firm, buis more than a cost to society as a whole.
It is part of the value added of domestic prodacitd, as a source of income, it is essential
to consumption, that is, a precondition for donmesfiemand. Treating wage rates
exclusively as production costs results from thiebé¢hat by lowering wages one will
move along a stable labour demand curve. In faet damand curve shifts inwards,
because of reduced incomes and consumer demand.

Over and above these theoretical consideratiomse Smportant political and social
guestions must be examined. This paper will raidg two of these, but there are many
more. Both relate to the European Union as a palitand economic institution. First, if
this political choice is taken for granted, i.eattthe Greek wage rate should be adjusted to
such low levels, then one should begin to worryuatibe architecture of the European
Union. The Treaties of the European Union cleagherto the establishment of a coherent
economic and social space, and not to the creafianEurope of two, three or more tiers.
Second, Europe is not merely an arena of competingomic entities. It is also a cultural
entity, a socio-economic reality. And, although grevisions of the welfare state have
been gradually dismantled and the European Unisnsal policy is subordinated to
competition policy, one has to reflect on the fatubne cannot compete with low-cost
countries in the developing world by establishiog/dcost zones inside Europe, at least
without increasing tensions and social conflict.utec problems of policy legitimation
emerge, and their importance cannot be underegtimat

However, the question of how to identify the driyinforce behind these
transformations in labour law, industrial relatiomsd social dialogue in Greece is still
unclear. Is this a policy designed to protect dpea@conomic interests, or do the
policymakers actually believe in the targets thayehset? Are they using such a deep
recession in order to dismantle all social rights aocial policy, or is their programme
simply badly conceived, planned and implemented?

Policy content: Classification

All policy measures, as mentioned before, have begrosed though legislation or
government decrees. The role of the social parthexs been minimized and their
interventions achieved only small amendments ofrsgary importance.

The authors have tried to build upon a classiftcatscheme in order to facilitate
understanding of the evolution of the policies andasures taken. The classification
criteria used are the timing and the content ofiehéslative actions.

With respect to timing, four phases can be disistged, each with specific policy
content and characteristics.

There have been three main areas of legislativerach industrial relations:
= Legislation on the regulation of collective bargagstructures;
= |egislation on mediation and arbitration procedures
= Legislation on individual labour contracts.

A fourth area of legislative action encompasses stracture of social security
provisions and the conditions for, and the levelpsinsions. Although in principle these
are on the social dialogue agenda, this paperdidress the issues very briefly.

Measures are also classified on the basis of whelley target employment in the
public sector or the labour market per se. Intetiges in the public sector will also be
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treated separately. This paper will not presentiegeslation adopted in detail as this has
already been ably done by Patrdnstead, it will concentrate on main issues areirth
impact on social dialogue, collective bargaining amdustrial relations.

Provisions of the Memorandum of economic and financial policies*
3 May 2010

To strengthen labour market institutions:

Following dialogue with social partners, the Government proposes and Parliament adopts legislation to reform the
wage bargaining system in the private sector, which should provide for a reduction in pay rates for overtime work and
enhanced flexibility in the management of working time.

The Government allows local territorial pacts to set wage growth below sectoral agreements and introduce variable pay
to link wages to productivity performance at the firm level.

The Government amends the law regulating the arbitration system, Law 1876/1990, so that both parties can resort to
arbitration if they disagree with the proposal of the mediator.

Following dialogue with social partners, the Government adopts legislation on minimum wages to introduce sub-minima
wages for groups at risk such as the young and long-term unemployed, and put measures in place to guarantee that
current minimum wages remain fixed in nominal terms for three years.

The Government amends employment protection legislation to extend the probationary period for new jobs to one year,
to reduce the overall level of severance payments and ensure that the same severance payment conditions apply to
blue- and white-collar workers, to raise the minimum threshold for the activation of rules on collective dismissals,
especially for larger companies, and to facilitate greater use of temporary contracts and part-time work.

* Also known as Memorandum |.

3.4.1 Phases

Phase A is the pre-Memorandum phase. The inteorentvas implemented in
Law 3833/2010 (15 March) and was directed excligit@ personnel in the core and the
broad public sector. The Law prohibited wage insesdn the public sector, imposed wage
and allowancé& cuts, reduced overtime hours and reduced hiringlsem the public sector.
Furthermore, as Patra notes, “In 2009, employeesimg in the public sector under
private law were still able to negotiate their mdjve collective agreements or resort to
arbitration. This right was lost under Law 3833/@0%p. 14).

Phase B began in May 2010 when the “Memorandum cain&mic and Financial
Policies” was signed and ratified by the Greek iRamént (Law 3845/201d}. The
noteworthy point of this phase was the official idéthat Memorandum | provisions for
wage cuts were applicable to the private sectoer@vwage cuts and the reallocation of
personnel in the broad public sector connected wittlye reductions were important
objectives of Memorandum I. This phase ended ire A011.

*L E. Patra (2012).

2 In the Greek public sector, over and above thécksmaries, specific allowances were frequently jofed in the

Ministries, organizations or other public bodiesaamethod of meeting wage demands. Allowances, thtughd and

contributing to social security, did not count retdetermination of pensions. Divergences in spealfowances have
been extremely wide among public servants. In thekscere public sector salaries have been set legieed issued by
the Minister of Finance, as part of the budgetarjcy. No negotiations at a formal level between @®/ernment and
the Confederation of Public Servants (CPS) evek tace, with the CPS tending to act as a presgunap rather than
a trade union.

*® The ratification of Memorandum | has caused ecéiedebate as to whether it conforms to constitatipnovisions.
Opposition parties and the academic Committee didP@nt maintain the view that the Constitution dadsa vote of
approval by two-thirds of all Members of Parliamentlemorandum | was ratified with a simple parliansept
majority. An appeal was made to the High Court by ggsbérs of constitutional law. The decision of thehH&purt is
not yet known officially, but it is said to be inviaur of ratification “on the grounds of a stateemfiergency”. If this is
correct, the ruling would appear to be rather pacuks the Constitution clearly defines the readongleclaring a
state—of—emergency situation and requires a thifdes-majority for such a declaration (Article 4&d 48.6).
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Phase C started in June 2011 with the adoptioheoMedium-Term Fiscal Strategy
2012-2015. This new legislation (Law 3986/2011)he first open recognition of the
failure of the macroeconomic and fiscal targetscsge in Memorandum 1. The
parliamentary procedures for the ratification ofl.8986/2011 and the voting on the Law
took place during a state of siege of the Parligrasrthousands of protesters clashed with
police for several days. Law 3986/2011 imposedhimttaxes on incomes, goods and
housing and introduced further flexibility in redao hiring and fixed-term jobs.

Phase D began in February 2012. Law 4046/2012aysst as phrased by one expert,
a university professor in labour law — any tracédabour law in Greece. In fact, it
abolished the General Collective Agreement readiethe social partners in 2010 and
imposed a 22 per cent reduction on the minimum wedgges of young persons less than
25 years of age have been cut by 32 per cent ointhal minimum. Bargaining on an
individual basis for wages, working time schedudes working conditions is promoted,
while sectoral or occupational labour agreemerds dhe not renewed on time cease to be
in effect (signalling the end ehetenergeiaaccording to which any collective agreement
terminated because the time period for which it wascluded ended continued to be in
effect for six months until a new settlement walsieed through collective bargaining or
after an arbitration decision). Social insurancetgbutions by employers are reduced and
institutions such as the Workers' Housing Orgamra{OEK) and the Workers' Social
Fund (OEE), which had been financed exclusivelynfrgocial security contributions and
provided loans for housing and rent subsidies weitecome families or for vacations and
entertﬂinment for workers and pensioners in theapei sector, have formally closed
down:.

Finally, Phase E begins in November 2014 afterathaption of Law 4093/2012. The
law activates the Medium-term Fiscal Framework 2dB3agreed between the Greek
Government and the troika and further specifieglabmarket issues already covered by
Law 4046/12. These are:

= A significant reduction in the salaries of univérsprofessors and research
personnel, members of the judicial system and puaivants excluded from the
unique public sector remuneration codes;

= The abolition of the 13th and 14th salary for alblic servants;

= A reduction in pensions and the extension of the lamit for qualifying for
pensions;

= The introduction of unqualified suspension of pcab#ector personnel, i.e.
suspension not related to work standards, for arer yeading to dismissal,
unless the suspended person is re-employed iriexatif service;

=  The abolition of the five-day week without a redactof the 40-hour week;

= The facilitation of shift work by establishing ari-hour period between two
shifts;

= Optional notification in advance of overtime wowhich makes LIB inspections
superfluous. Though specific evidence is not yetlable, it is expected that the
levels of undeclared overtime and non-paid overtilmgurs have been
significantly increased.

In addition, two further interventions in the lalbonarket were adopted in November
2012: the abolition of the marriage allowance (Whamounted to 10 per cent of base
salary) and a further reduction in the cost of retiuncies. One should add an important
modification in regard to the implementation of tiecal programme; this provides for

* There is still some ambiguity about the futuretliése two organizations. There are several unregqivoblems,
especially in regard to OEE and loans granted inptst. For the time being, both are under the sigien of the
Greek Manpower Employment Organization (GMEO).




additional measures to be taken if prescribed tamge not met. Law 4093/2012 also gives
a framework for wage setting in the private secidre minimum wage rate has to be
determined by Ministry Decree, after consultatiothwhe social partners. However, the
Minister of Labour is not obliged to decide in aatance with the social partners’

recommendations, nor are the social partners abbetermine labour remuneration via
national collective agreements.

Furthermore, a number of allowances have beendhimali Allowances in the Greek
private sector — and in the public sector as wdlhve been widely used as a substitute for
direct wage increases. They are a means of prayiginlow-cost remuneration increases
and, for the public sector, for circumventing inaspolicy guidelines.

Of the numerous special allowances, only four hag&en maintained: child-related
benefits, dangerous work, seniority benefits antebts related to the level of education
(tertiary education only). However, seniority batseére frozen at current levels until the
rate of unemployment is reduced to 10 per cent.

3.4.2 Thereformsin collective agreement law

A forewarning of the abrogation of a basic prineipf the collective agreements law was
already included in Article 2 87 of the “originaldvhorandum of Law” (Law 3845/10).
This Article stated that the terms of professiceradl company collective agreements may
diverge from the equivalent terms of sectoral agesgs and the National General
Collective Labour Agreement (NGCA) and that themerof sectoral agreements may
diverge from the equivalent terms of the NGCA. $sence, the modification abolishes the
principle of the “most favourable arrangement” e tase of a concurrence of collective
agreements; the principle was set out in Articleot@aw 1876/1990 on free collective
bargaining.

Law 3845/10 established for the first time the prathance of the Law (emergency
measures) over collective bargaining agreementarlatration decisions in determining
pay and working conditions for employees in privataployment relationships in the
public and broader public sector (public utilitieed private entities). It abolished any
terms contrary to it in collective agreements dniteaition decisions. The predominance of
the Law was reiterated in subsequent legislatigriementing the Memorandum.

Law 3846/10 introduced changes in the specific $segverning the representation of
employers in the banking industry with regard t@oteating and concluding collective
labour agreements. Under previous regulationsecille bargaining was possible (in
exceptional cases) for individual employers who hajgintly authorized representative,
provided that these employers covered more thaper@ent of the employees. The new
arrangement established the alternative optiorhefauthorized participation of the five
employers with the largest number of employeesgawé other employers a concomitant
right to participate in the negotiations and sigoodlective labour agreement. Where no
joint representative is appointed or there is aigaf to appear in the negotiations or
negotiations fail, procedures are activated in otdeesolve the dispute through mediation
and arbitration.

Law 3871/10 (Article 51) established special candi# under which all arbitration
decisions to resolve disputes through the procedor©@ MED are rendered null and void.
These were applicable “in the event that they grantiny way, wage increases for the
period from 1.7.2011 to 31.12.2012 above those ifipécby the National General
Collective Agreements (NGCA).” Law 3871/10, whiclaswart of the binding agreements
with the troika aimed at reducing labour costsreased at the same time the formal power
of the NGCA which was in force then. However, dgrthe period of the implementation
of Memorandum |, the most important reversal inleztive agreement law occurred
through Law 4024/2011. This Law moved towards rearhthe troika’s goal of
“facilitating” the conclusion of collective agreente and “decentralizing” the collective

45



bargaining process. As described below, Law 402ically changed the status of
collective bargaining as it had stood from 199Qamv 1876/1990.

= |t establishes the institution of collective agreens with “associations”

= The Law abolished special company collective agesdgam(CA), instituted just
11 months earlier under Article 13 of Law 3899/Hbwever, it provides an
opportunity for signing company collective labougr@gements with the
employees’ union or, if such a union does not exisith a so-called
“associations of persons”. An association may leated by three-fifths of those
working in a company, regardless of the total numbé the company’'s
employees. No time limit is imposed on the duraidrihe agreement. Such a
company agreement has precedence over all otHectbod arrangements.

= It hinders the involvement of sectoral unions sitfoe “Association of Persons
of 3/5’s of the employees” takes precedence im#gpotiation and conclusion of
company collective agreements.

= Paragraph 5 of Article 37 Law 4024/11 replaces fimener regime of the
concurrence of company agreements with sectordeatile agreements. It
states: “As long as the Medium Term Financial 8ggtFramework is being
implemented ... the company collective agreemeall phevail in the case of the
concurrence of both occupational and sectoral cibhe agreements even if it
contains more unfavorable terms for employees.td@loeeit violates one of the
basic principles of labour law, i.e. the principlef the precedence of a more
favorable arrangementHowever, the company collective agreement may not
provide less favorable working conditions for warkehan those specified in
national collective agreements.

=  According to Article 37.6 of Law 4024/11, the Miteés of Labour has the right to
suspend the universal applicability of sectoral gmufessional collective
agreements, i.e. their applicabilty to non-membeo§ the signatory
organizations, for as long as the Medium-Term FaenStrategy Framework
(2012—-2015) is being implemented. In effect, thimlshes theextension
principle. Sectoral and occupational collective agreementd by the workers
and employers who are members of signhatory unigarozations. This has the
practical effect of enabling companies to withdrfaam, or refuse to participate
in, their respective employers’ associations, frgghem from the obligation to
follow sectoral and occupational collective labagreements and leading to the
dismantling of employers' organizations.

= In order to facilitate the drawing up of companylective agreements, the Law
sets up a process to accelerate the establishrhénaide unions and shorten the
time period required for the respective court reoh to be issued.

The most recent Law, 4046/12 (Memorandum II), aaBifet Act No. 6/29—-2—-2012,
which implements the Law, penetrate to the coréhefmechanism for setting minimum
wages under both the NGCA and sectoral collectireements.

The reversals brought about by the Law in the peiveector workplace and their
consequences are set out below.

1. Minimum wage adjustment — new reduced earnitigsesholds for NGCA

1.a. Horizontal cuts in current minimum wagesdtiof NGCA's conventional wage
brackets (single, married and three years of serig 22 per cent.

1.b. Reduction by 32 per cent of the minimum winge/oung people under 25 years
of age.




1.3. Wage reductions may be imposed unilaterallthk employer without the
consent of the workers and this reduction will canistitute a detrimental change
in working conditions.

1.4 Employer-employee agreements below the newmaim wage are rendered null
and void.

Law 4046/12 imposed on the Government the obligatto draw up “after
consultation with the social partners” a clear tiabde for the “detailed” reform of NGCA
by the end of July 2012. This is aimed at the caysece of the minimum wage with those
of the relevant competing economies, i.e. Bulgand Romania.

2. Collective labour agreements (sectoral, profesal, company)
2.a Time validity of collective labour agreements

* The option providing for the indefinite validity d¢fie collective agreement
is abolished; the period of validity has been $ed aninimum of one year
and a maximum of three years.

e Collective agreements that would have been in floc4 months or more
by 14 February 2012 were to have expired on 14 Maed 3.

« Agreements that would have been in force for aodenf less than 24
months on the above date would be terminated theees from the date
they came into force unless they are terminatelceear

2.b Continuance of collective labour agreements

The regulatory terms of a collective labour agresmiat will expire or has
terminated shall remain valid for three monthsratite expiration or termination thereof.
(In contrast, para. 4 and 5 of Article 9 of Law 68090 stipulated that the regulatory
terms of an expired agreement would remain in féocesix months and covered workers
hired during that period. After the completion bistsix-month period, the existing terms
of employment remained in force until the indiviltemployment relationship was
terminated or modified.)

After this three-month period, the regulatory terimat continue to apply consist of
those covering basic salary or daily wages andvalhwes related to length of service,
dependent children, education and hazardous wtrsd terms must have formed part of
the collective labour agreement that expired or tgaminated. They remain in force until
their replacement by those of either a new collecagreement or a new or modified
individual employment agreement.

Any other benefit provided by those collective laboagreements shall be
immediately terminated. This adjustment shall bedenavithout prior consent of the
workers.

3. Suspension of salary increases and increases ttulength of service

According to Article 4 of Cabinet Act No. 6/29—2-120 until the unemployment rate
is reduced to less than 10 per cent, any wage deereelated to length of service is
suspended, whether such a wage increase was adaliective labour agreement or was
awarded by arbitration decision (AD). Hence, waage increases which were linked to the
time of employment by the same employer (senioaty) automatic movement to higher
pay scales (multi-year service benefit, three- #imd-year benefits, etc.) have been
abolished.
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4. Abolition of unilateral arbitration: prohibiting inclusion of a clause
maintaining terms of earlier collective agreemerdsarbitration decisions
(Article 3 of Cabinet Act No0.6/29—2-2012)

The unilateral right of trade unions or of empl®/eassociations to resort to
arbitration is abolished. Henceforth, recourse rati@tion by all collective agreements
and arbitration decisions can be taken only with tiutual agreement of employers and
employees. Applications already submitted to OMEP umilateral action before the
publication of the Law are rejected.

The earlier terms of Law 3899/10 on the contenarbiitration decisions have been
made stricter. The Law now states that arbitratiglh cover only the determination of
basic salary/wage and it strictly prohibits anyerefice to the so-called “maintenance
clause” in the arbitration decision, i.e. the pergrovided for maintaining the regulatory
terms of previous collective labour agreementsaxbdration decisions.

With regard to documentation of the arbitrationigien, the Cabinet Act states that
the arbiter or the arbitration committee must rédethe financial data collected during the
arbitration procedure and particularly to data cor®mic conditions. Wage reductions are
to take place according to the “competitiveness gaping the country’s fiscal adjustment
programme and in reference to the productive dgtivi the occupational sector to which
the collective dispute refers.

5. Removal of permanent employment clause in fitedn work contracts with
public enterprises and organizations or public liti&s

As of 14 February 2012, express provisions of L&46412 and the corresponding
Cabinet Act transform all labour contracts that evés end when the employee either
reached a certain age or completed all the reqgeinésnfor retirement before that age
(permanent employment contracts) into contracts ioflefinite duration. This
transformation makes it possible to terminate theraccordance with the compensatory
terms set by Law 2112/20 as amended by Memoranddimough Law 3863/10 and
Law 3899/10. Within this framework, all previousre of laws, regulatory decisions,
collective labour agreements and arbitration densi personnel regulations and business
administration decisions that establish or congeEamanent employment or permanent
employment clauses deviating from the general roléabour law or provide any direct or
analogous application of the Civil Code are abelishThis provision affects the
employment of workers in public enterprises andaorgations and some banks; these
workers can now be laid off just like private seamployees.

These are the main changes to collective bargaipingedures and provisions. On
the whole, collective bargaining procedures aretbtrdetermined and even the end-result
of the bargaining procedures is largely prescribHue social partners have responded
negatively to most of these changes. Their reasttonthe most significant changes are
described below.

= On the reduction of minimum wages set by the Nati@eneral Collective
Agreement (NGCA)AIl social partners and experts have been strongly
against this intervention. They consider it notyoalthreat to social dialogue
(in fact, it is the abolition of dialogue), but ala totally ineffective measure
likely to produce results opposite to those aimédCne expert referred
cynically to the way the troika demands intervemsio“They told me that
they couldn’t go back empty-handed, as some messum@emented did not
produce the results foreseen or the Greek Governmes slow in
implementing the policies prescribed, so they datadna 22 per cent
reduction in minimum wages.”

All agreed that wage costs are not an importantofasy determining
competitiveness. An expert from the Foundation Egonomic and Industrial
Research (FEIR), Professor Yannis Stournaras antefoLabour Minister Luka




Katseli described the non-wage labour cost as bedtatively high. All the
people interviewed expressed the opinion that o in wages would lead to
an even deeper recession. Representatives of bsgmierests were concerned
about a “catching up with each other” competitiomag employers in a race to
cut wages. They all thought that a “death spirad been triggered.

= On the question of wage increases based on lerdgibreice.The matter of
freezing wage increases related to the length oficee with the same
employer has been pinpointed as one of the reoéitations of consensual
arrangements between trade unions and employestiasions.

The freezing of wage increases based on lengtlervfce was one of the
alternative proposals discussed by the social eestin February 2012, before
Law 4046/2012 was ratified by the Greek Parliam®viat was thought to be at
stake at the time was the elimination of the Chnést, Easter and holiday
allowances in the private sector, amounting to tmanthly wages (base wages).
One proposal from the National Confederation ofiétet Trade (NCHC) was to
reduce non-wage costs by slashing the employecg&lssecurity contributions.
This proposal was discussed at a meeting of exprertsaffiliated institutes, but
they found it difficult to find alternative source§revenue to compensate for the
losses to the social security system.

= The extension of collective bargaining agreemente social partners have
expressed their open opposition to the abolitiorthef extension clause in
collective bargaining agreements. The clause egtbrollective agreements
concluded by the representative (i.e. representiagnajority of employees)
employers' association and trade unions to firmighvldid not belong to the
employers' association. Under the new legal framkewthis is no longer
applicable. Collective bargaining agreements anglibg only on firms that
are members of the negotiating association. Furtbes, individual firms and
employers have the choice of opting out, if thesadree with the agreement
concluded (Law 4024/11, Article 37.6).

Trade unions fear that this may lead to the deteation of wages and
conditions of work on an individual level. That wdumean the end of any
collective bargaining process, especially in aaditin of deep recession and
extremely high and rising levels of unemployment.

For their part, employers’ associations worry timgt opting-out clause will
result in a rapid loss of members. Although theljelve that the wage rate is not
an important problem in the determination of convagtess, they are forced by
their members — individual firms or sectoral andupational associations to
bid down wages. Their attempts to propose modevatge reductions (around
8 per cent) are often met with hostility by theiembers. National employers’
associations and their affiliated research ing#utanticipate that further
reductions in wage rates will deepen the recesaimmh put many firms out of
business. What may seem a private virtue may ergking a public vice.

Some of the social partners have identified an temidil source of
malfunction in the new system. They have pointetdtioat collective bargaining,
while far from perfect, established a general frad& for consensus and
conflict resolution. What they imply is that seetiband occupational collective
bargaining had reduced unnecessary competition &wtbng and within firms
and had provided a blueprint for wage setting ttestuced transaction and
bargaining costs to a minimum. What was previoubly work of a payroll
accountant now requires personal involvement and/personnel department.
Furthermore, they are concerned about the relabetween earnings and
productivity.
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» The individualization of contractsThe philosophy behind recent changes in
collective bargaining law is that the labour coctrig the result obtained by
two equal agents freely negotiating work conditiansl wages. In this sense
and considering the structure and size of Greekrpnses, the attempt to
redefine the locus of collective bargaining andghdt it from the sectoral or
occupational level to the individual enterprise lvithply the abolition of
collective bargaining as such and the individuailiraof labour contracts.

As the majority of Greek enterprises are small oedium-sized,
paternalistic forms of management prevail. Thisgeenfrom despotic forms of
managerial control to more employee friendly famtjjge conditions under
which compassion is translated into firm loyalty.id very difficult for these
enterprises to impose individualized pay structiaggshe family-like industrial
relations may be destroyed. According to a recemysof Greek medium-sized
enterprises (i.e. employing 50-250 employees), artandful have management
systems enabling individual evaluations of worlkigenance.

In an interview on the subject of productivity-letk wages and wages based
on length of service, Professor Stournaras of FEtRressed the view that this
might be an opportunity to establish a differeny p&ructure. He was not very
clear, however, as to whether he considered suchaage to be universally
applicable or simply in a small number of very Eenterprises.

= The termination of collective agreements: what Aébtiis is also a topic of
concern for the social partners. The end of metgay i.e. the continuation
of the provisions of a collective agreement for exiqd after its formal
termination, forces the social partners to entestilyainto negotiations. A
large number of collective agreements have beemnirtated or are about to be
terminated. Both sides anticipate that enteringo imtegotiations and
concluding a collective agreement is a necessajy ist maintaining social
dialogue and keeping collective bargaining alivat Both sides feel pressure
and insecurity. The trade unions think that theg &eing forced into
negotiations at a time when the only question tabgswered is how much
they are going to lose. Employers’ associationsshsas the General
Federation of Professional Manufacturers and Mershaof Greece
(GFPMMG) and National Confederation of Hellenic Goarce (NCHC), are
trying to keep a balance between extreme demandsvége reductions
stemming from part of their membership and the rteekeep the collective
bargaining process intact.

Mr Konstantinos Maggas, Head of the General Dirat&of Labour in the
Greek Ministry of Labour, evaluated the legislativ@nsformation of collective
bargaining framework, thus: “The outcome of therefs was a major drawback
in terms of collective regulation and unionism.”His opinion, this was achieved
in two steps. The first was to weaken the intermedilevel agreements
(sectoral/occupational) by promoting plant-leveliomism and abolishing
mediation and arbitration mechanisms. This serjodaimaged the coverage of
these agreements and led to increasing number®miders being covered only
by the national agreement on the minimum wage.sEeend step was to abolish
the national agreement itself by having the minimwage set directly by the
State, through a government decree. In such a egdine role and scope of
unions are seriously curtailed”.

According to Mr Maggashe major reforms were concerned with wage-
setting mechanisms. The relaxation of legislation employment protection
(reducing severance pay and lengthening the pabaieriod from two months
to one year) was only secondary. It is worth remeninlg that Mr. Maggas has,
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in the authors' view, anticipated the troika’s plah dismantling collective
bargaining structure and procedures.

On the other hand, Ms Anna Stratinaki seems t@belin the success of a
defensive strategy: “Most of the bargaining witte ttroika focused on the
attempt to avoid the worst case scenario, i.ectimplete abolition of collective
arrangements. As such we succeeded in postponstigath of abolishing the
mandatory extension of collective agreements andréebased wage increases.
We also maintained the sectoral/occupational wdgesa period after the
expiration of the agreemenisegevépyeia).”

Overall, as she put it, individual contracts aik st the predominant form
of wage setting. However, a number of sectoral andupational collective
agreements have expired or are about to expireordlog to the Labour
Inspectorate, individual contracting is spreadiaidly, as collective agreements
come to an end.

3.4.3 Thereform of the mediation and arbitration institution

One of the most important issues within the franmévad the Memoranda legislation is the
final settlement of a collective dispute on theedaination of pay and terms of work
through the arbitration procedure, i.e. the procedaor issuing an arbitration decision with
regulatory power as well as the content of suchasibn.

Under the Memorandum commitment, Memorandum 1, tweav principles are
established:

=  The principle of symmetry, i.e. both parties ha@eourse to arbitration;

= The principle of voluntary participation, i.e. iam be agreed jointly by the
organizations of employers and employees and nitaterally as previously
established by Law 1876/90 which worked in favduermployees.

These amendments have finally been incorporatedliatv 3899/2010after a first
unsuccessful legislative attempt with Law 3863/Me importance of arbitration for wage
setting according to the previous Law can be aedef®m the option granted to the
Minister of Labour (upon advice of the Supreme LabGouncil) to declare as generally
compulsory for all employers or enterprises a ctife agreement or arbitration decision
provided it covers 51 per cent of the workers ie tector or profession affected
(paragraph 2 of Law 11 1876/1990).

The changes introduced by Law 3899/2@i€° set out below.
1. Procedures of mediation and arbitration:

= Employers have been granted the unilateral rightappeal the mediator's
proposal, provided they have attended and parteipan the mediation
procedure. Under the previous legislative regiman(L1876/90, Article 16) the
trade unions could unilaterally accept the arbitratiecision, provided they had
accepted the mediator's proposal and the empldytgejected it (principle of
equal treatment of parties).

= The content of the arbitration decision is limitedthe determination of basic
daily wages and/or basic wage payments. (By canttasv 1876/90, stipulated
that arbitration decisions covered the same gramdollective agreements and
that these decisions could therefore determiné patgand working conditions.)
All other issues (benefits, other provisions, itusitbnal arrangements) fall within
the jurisdiction of collective agreements, the riegmns for which may be
conducted simultaneously.

% See also E. Patra (2012).
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= To issue mediation proposals and arbitration dewssi the general economic
conditions and the specific conditions affectinghpetition and production in the
areas where the collective disputes occur mushbestigated and documented.
The mediators or arbitrators have the right to cahdany investigation into
working conditions with the assistance of expeftheir choice.

= Any dispute on the validity of arbitration decissons to be investigated
exclusively by the Court of First Instance. Theatetl actions are raised by the
parties participating in the collective dispute.eTéourt is obliged to set a date
within 45 days of the filing of the action. An agpshall be filed within 15 days
and the hearing of the appeal must be set withind@ps after filing. The
judgment is mandatory for all the parties boundhgydecision.

= For cases of unilateral action and if requestedrwy party, the Law institutes
three-member arbitration (as opposed to the onsepearbitration provided
by Article 16 para. 3 of Law 1876/90).

344 Thereform of individual labour contracts

These legislative interventions strengthen what télevant literature calls “internal
flexibility” and “external flexibility”, the formerreferring to flexibility in work and the
latter to flexibility of the labour agreement. Aashalready been noted in the first part of
this chapter, the main goal of the legislative ivgations in collective labour law is to
impose flexibility in the determination of wages.

Individual labour laws promote flexibility by re@ilng the terms of employment
(facilitating lay-offs and hiring and reducing tlwests thereof), the content of work
(flexible working) and the organization of workitgne (working time arrangement,
calculation of working time on an annual basisjtiimy overtime pay). The fields in which
these laws introduce new rules or rearrangemeatdescribed below.

1. Special forms of employment

With respect to special forms of employmentvork in the forms of provision of
services, contracting for specified work, piece @ayment (contracting out), teleworking,
homeworking- the previous legal provisions (embodied in Law268) established strict
formal prerequisites for the recognition of suclaagements, such as the obligation of the
employer to disclose them within 15 days to thediatdnspectorate. If the employer did
not comply with the formal prerequisites, a prestionpof dependency was raised, i.e. it
was considered that these forms of employment @edewhat is referred to as
“dependent work® which entitled the employee to certain rights.

Now under Law 3846/10, these forms of employmemt loa considered to conceal
dependent work as long as work is provided in persolely or principally to the same
employer for nine consecutive months. The removafoomal prerequisites makes the
contracting of such forms of employment easier amate flexible, and also has the
practical effect of shifting the burden of proof &s whether or not employment is
dependent work from the employer to the employéeisTif the duration of employment is
less than nine months or has been provided intemtiy (i.e. with breaks in the
contractual period), it does not create a “presionaif dependency.”

6 According to Eurofound, “The concept of ‘econortijcdependent workers' refers to those workers whaao
correspond to the traditional definition of 'emp@ey essentially because they do not have an employowenitact as a
dependent employeebut who are economically dependent on a single @yeplfor their source of income. The debate
focuses on emerging employment arrangements whieh naidway between self-employment and dependent
employment. 'Economically dependent workers' havaesaharacteristics of both in that: they are fotynaklf—
employed (they usually have a sort of service @mtwith the employer); and they depend on a siegieloyer for
their income (or large part of it).”
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Furthermore, Law 3846/10 regulates teleworfirig detail. It covers the method of
establishing the contract, the operational framé&wor the contract, and the option to
convert normal work to teleworking (obliging the goyer to deliver to the employee all
the information for executing the job within eigihys, setting explicit time limits and
response times for the employee under a tele-ressliagreement, assumption by the
employer of telecommunication costs as well as tosts of technical support,
maintenance and repair).

In the case of conversion from regular work towalking, a three-month adaptation
period is determined during which either party temminate the teleworking arrangement
and the employee can return to his/her previouk position.

2. Part-time employmen8

Laws 3846/10 and 3899/10 introduced a detailechgeiment for part-time contracts
in order to facilitate an increase in their numeamd strengthen the managerial right to
increase working time beyond agreed time sched®imlly, they introduce voluntary
part-time work in thestricto sensgublic sector.

The new institutional framework defines the notioois “part-time worker” and
“comparable full-time worke® with equivalent work profiles (tasks, conditions,
execution of work, etc.). Part-time workers may bettreated adversely vis-a-vis full-time
workers but a disparity may be permitted if thenee @bjective reasons justifying it (such as
a variation in working hours). It is now permissiltb transform full-time to part-time
work if the employee who applies for the changeduaspleted one year of employment in
the enterprise and the number of employees ex@kds

The employee retains the right to return to fullpfsgment, but the employer may
refuse to grant this by invoking the “economic reefithe firm”. The principle of equal
treatment in remuneration of part-time workers iaintained. Nevertheless, the pay
increment (in the hourly rate) of 10 per cent fozde working more part-time employment
hours than originally agreed (Article 17 of Law 38%010) as well as the increase of the
hourly wage by 7.5 per cent for those working I four hours per day (as originally
provided by Law 2639/98) are abolished. Also imaottis the clause obliging part-time
employees to work beyond the part-time hours ifthee able to do so; refusal would be
contrary to the principle of good faith. Additionabrk can be refused only when it occurs
in 'a normal way' (i.e. when it is the employerystematic practice).

The most important reform in working time flexilbyli is the provision of
Law 3846/10 granting employers the unilateral pgative to convert full-time to part-time
jobs. In particular, when the firm faces a retraneht it can modify its employees'
working schedules to a smaller number of workingsdaer week (at full-time hours). This
prerogative has to be used as an alternative toffay Pay decreases proportionally.
Initially, the maximum duration for this conversiavas six months per year but it was
extended to nine months by Law 3899/10.

Moreover, Law 3986/11 (Article 37), following Law&39/98 and 3846/10 which
made it possible for workers in the wider publictee to be employed under part-time
arrangements, extended this option to workerserstificto sensgublic sector. According

*" Nevertheless, the detailed regulation of teleworkigghe recent law does not solve the difficult anacfical issue
of characterizing the teleworker's work relation apehdent work resulting from the worker's non—peispresence
and the employer's limited ability to control/mamihis employee.

Part—time employment is work performed on a dailgekly or monthly basis for a fixed or indefiniiemé period

which has a time schedule with fewer hours than tpieaytime schedule. A typical time schedule maylbtermined

through collective agreements or state legislatiompractice, any employment with a working day afl¢han six hours
is considered part—time work.

* part—time work does not appeal to both firms angleyees. See chapter 2.

" A “comparable full-time employee” is one who workiypical time schedule and performs the same oilainasks
under the same conditions.
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to Article 37, an employee's working hours may request, be cut by 50 per cent with a
corresponding reduction in salary for a period ptaifive years.

3. Fixed-term contracts; trial work periods

As regards the employment status of workers ordfbeem contracts, Laws 3896/10
and 3899/10 extended the legal duration of thes&racis to three years, up from the two
years previously established by Presidential Det&&¥2004. Furthermore, Article 17 of
Law 3899/10 states that in the first 12 months wooktracts of indefinite duration are
considered test contracts that can be terminatdbuti notice and without compensation.

At this point it should be noted that this provisiextends the period for which
employment is considered subject to a test perach the two months allowed under the
previous legislative regime to 12 months. Durinig fheriod the employer can terminate an
employment contract of indefinite duration withdotewarning and without severance

pay.
In essence, an irregular form of one-year fixedaterork is thus established.

4. Temporary employment (employment through temgrgremployment agencies
— agency workerns

Laws 3845/10, 3846/10 and 3899/10 attempt to resadpgal provisions on temporary
employment agencies and the status of temporarkessr In Greece, the “lending” of
workers was regulated by pre-Memorandum Law 293B/2@mong other matters, the
Law determined the work of temporary employmentnagess or TEAs (mediation to help
people find jobs, evaluation of human resources,);etlefined the rights of temporary
workers (which included the right to a written emphent contract for a fixed or
indefinite period between the TEA and the employd® amount of remuneration for the
employee (which could not be lower than that piiescr by the sectoral, occupational or
company collective agreements applicable to perdoohindirect employers and in any
event not lower than that provided for by the corfdGCA).

The most significant readjustment concerns thensida of the maximum duration of
employment with the indirect employer. Under Lavb@®1, the duration of employment
could not be more than eight months, renewablafother eight months. In the event of
continued employment for more than two months afiter expiry of the contract, the
contract was considered to have been automaticatyerted to a contract of indefinite
duration between the employee and the indirect eyepl Law 3646/10 extends the
duration of employment to 12 months with a maximlmit of 18 months. After that
period, the employee's contract is rescinded arshbés replaced by another employee.

Furthermore, Law 3846/10 states that a 45-day gemiost elapse after the end of the
contract before a new contract can be concludeddast the same worker and the same
indirect employer in order for it not to be deenaggermanent contract.

Article 68 of Law 3863/10 obliges the State, pulgiatities and local authorities
outsourcing security or cleaning services from @wiing companies to gather information
from them on the number of their workers, their ki'og days and hours, the collective
labour agreement applicable to these employeedetiéof earnings legally set for them,
etc. Failure to provide this information constisut@ause for exclusion from the contract. If
the terms of the contract provided for by Law 38634re violated, the contract is to be
terminated. Finally, if the contractor is found, e monitoring mechanisms of the Labour
Inspectorate, to be systematically breaking latteur the penalty is a three-year exclusion
from public tenders.

5. Contracts to acquire work experience

The original Memorandum Law (Law 3845/10) carriedovisions to enable
unemployed persons up to 24 years of age to bel hireler fixed-term “contracts to
acquire work experience” lasting 12 months. Theursg earnings would amount to 80 per
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cent of the minimum basic salary or basic wage eftheld in each case by the NGCA.
When the contract ends, employment can be continmeiér regular contracts and the
employees are given the additional possibility #@otipipate in the programmes of the
Greek Manpower Employment Organization (GMEO).

Law 3863/10 set minimum wages and salaries lowen those provided for by the
NGCA with respect to workers under 25 years of ageer their first employment
contracts, people aged 15-18 under apprenticesiijpacts, and those aged 18-25 years
under two-year fixed-term contracts for new workpemence. This regulation was
abolished by Cabinet Act No. 6/29-2-2012. The nenangement calls for a 32 per cent
reduction in the minimum wage rate determined &y NGCA for all employees below
25 years of age, irrespective of the length of tihey have worked.

6. Arrangement of work time

The previous regulations on the arrangement of wtrke gave rise to
implementation difficulties mainly because unilalerenforcement was prohibited.
Enforcement had to be subject to an agreement batiee employee and the employer,
i.e. a voluntary arrangement.

The new legal framework established by Law 3896¢&ELlted in the following:

Overtime premiums fell to 20 per cent for excessking time>* 40 per cent for the
first 120 annual hours of overtime work and 60 gent for more than 120 hours. These
premiums were at 30 per cent, 75 per cent and &00ent respectively (Law 3385/2005).

The right of the sectoral trade union or the regpedederation of employees to be
involved in the negotiations on work time in ent&es without trade unions, work
councils, associations of persons, or which empdayer than 20 employees is abolished.
Recourse to mediation and arbitration proceduretsis eliminated. It should be noted that
a subsequent arrangement under Article 37, Law /402dpecifically provides that work
time can be regulated by a collective agreementhezh by an association of persons
within the enterprise. To establish the agreemthstacquiescence of only three-fifths of
the enterprise’s employees would suffice, regasdigisthe total number of employees
working in the enterprise. Such an agreement wbale: unlimited duration.

In enterprises requiring contractual work of uglbhours per week, employment for
two hours a day in excess of eight hours is allofeda period of time (a period of
increased workload), provided these extra hoursed@her deducted from the hours of
another period (a period of reduced workload) enggd as days off (daily rest). The time
periods of increased and reduced employment aranelgal from four months to six
months within a 12-month period (reference yeaddifionally, the law allows company
agreements that state that up to 256 hours of darikg a calendar year may be allocated
according to workloads.

7. Redundancyof wage earners (L.3846/10)

Under the older legal provisions (Law 3198/1955gikktive Decree 206/74) the
employer was not allowed to declare wage earnenpdearily redundant for more than
three months because of a drop in the enterpr&ssiaomic activity. Furthermore, during
this period such wage earners were entitled todi@ $0 per cent of the average regular
wages during the preceding two months under difa-employment regime.

Under the new provisions of Law 3846/10, the darabf redundancy can also not
exceed three months a year, but these months caortimuous or discontinuous. This
means that an employee may find himself/herselfaded redundant many times in the
calendar year though the total period may not ekt¢eeee months. After this three-month

1 Excess working time is an extension of the workireek of up to 5 to 8 hours per employee. It is d=fiby the

employer and the employee has to concur with tHisitien.
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4.

period has been exhausted, an interval of at ldase months must pass before an
employee can be made redundant again.

8. Individual and collective lay-offs — compensatigLaw 3846/10)

The main changes to the previous legislative regibhavs 2112/20 and 3198/55)
governing individual and collective lay-offs weak#re framework protecting employees
against dismissal and facilitate lay-offs. Thesanges are described below:

The notice period for lay-offs of salaried employeés drastically reduced.
In the case of lay-off with notice, the compengati® reduced to half of what it would
have been if the employee had been laid-off withaitten notice>

The new law establishes a system of compensatiah ipainstalments. When the
compensation for termination of the contract exsetb@ amount of two monthly salaries
(previously six), the employer is obliged to pag #guivalent of two monthly salaries at
the time of lay-off. The balance is to be paid iménthly instalments, each one of which
cannot be less than two monthly salaries. The iitsialment shall be paid the day after
two months have elapsed since the lay-off.

As mentioned earlier, the termination of the wookittact during the expanded “trial
period” gives the employer the right to terminate tvork contract without notice and
without severance pay, unless otherwise agreedeleetihe parties.

It sets up a self-insurance measure for laid-offkes aged 55—64, and obliges the
employer to contribute to its costs, effectivelyirzg as a disincentive for laying off. It also
determines a maximum lay-off limit of up to 10 memt for workers nearing retirement,
which also acts as a disincentive for firing thasegory of workers.

In effect, the individually or collectively laid-bivorker in the above age category has
the right within two months of being laid off to @p for self-insurance in which the
employer is obliged to participate. The employatiare in self-insurance contributions is
set at 50 per cent of the self-insurance costaidroff employees aged 55-60 years for up
to three years, and at 80 per cent of self-inswamsts for employees aged 60-64 years
for up to three years.

The limits set by Law 2874/2000 on collective Idfsare upwardly revised.

Results of the reforms: Preliminary
evidence

The Greek economy is currently in the fifth yearegbnomic recession and in the third
year since Memorandum | was ratified and implentniie terms of the macroeconomic

results achieved in comparison to the results ptedj the difference could not have been
greater. Although it was debated at a time whethemolicy prescribed was wrong or its

implementation inadequate, it is now more thanrdleat a wide-range policy restructuring

is required in the near future.

The depth of the recession, as well as its lertgih, resulted in a dead-end situation.
The rate of enterprise bankruptcies is rising stead consumer demand drops because of
the constantly falling disposable income. Harsh evagts in both public and private
sectors, severe reductions in pension levels, Yightreased taxation on income and
housing, rising prices for electricity and fuel,dahigher VAT rates, plus cuts in public
spending on health and education, have transforiBegece society into a state
characterized by mass poverty. Private and publiestment is very low, credit to firms

*2 For example, in order to lay off an employee withy2ars of work under the previous legislative resgjian16-month
notice period was required compared to the curreamsnth notice. Compensation for lay-off withouttice would
have amounted to 16 monthly wages while now it is\edent to 8 monthly wages.
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and consumers is rare, and deposit savings of holdse are steadily decreasing at an
accelerating rate.

As the once thriving middle class is impoverisheatial polarization increases, while
extreme poverty mounts. Suicide rates have mutipldepression is widespread, and the
number of homeless is rising constantly, as arditles of hungry people waiting at soup
kitchens run by the Church and voluntary organizesi

In a situation like this, which has been descrilbgda worker from a voluntary
organization as a “humanitarian crisid”labour market deregulation contributes to the
problem rather than to solving it. Though it idlstarly to make a detailed evaluation of
the effects of the recent legislative changes erlahour market, the authors maintain that
it is the extent and not the direction of the intghat remains to be estimated. This paper
will contribute a few, scattered pieces of evideware then present the views of the
persons interviewed on these questions.

The Labour Inspectorate Body (LIB) is the authonigsponsible for supervising
compliance with labour regulations in the Greekolabmarket. Its main duties include
inspections of workplaces, resolution of labourpdies and the administration of labour
contracts.

According to its Annual Report for 2011, both numsbef inspections and labour
disputes have only modestly increased over thetvestyears. This mostly reflects the
operational limits of the Labour Inspectorate Badther than the real turbulence in the
labour market. Interestingly, the number of finespdosed and the amount of money
received by workers after the resolution of disputereased in 2010 but dropped in 2011.

Nevertheless, the salient part of the report hadotevith impact of the institutional
reforms on the labour market. As expected, pathefemployment adjustment process is
taking place through working time arrangements, dugting working hours instead of
decreasing employment. Law 3846/2010 granted erapdoyne prerogative unilaterally to
transform full-time into part-time jobs for a petiaf six months. This was eventually
extended to nine months by Law 3899/2010. Accortlintipe LIB report, this institutional
reform resulted in a substantial increase in thavewsion of full-time to part-time
contracts. The total number of conversions (lowgerither working days per week/month
or working hours per day), which was 16,461 in 20@®ped to 26,253 in 2010 and
soared to 58,962 in 2011.

Another recent institutional reform was the encgeraent of decentralized collective
agreements; these allowed companies and workergrée on wages lower than those set
by sectoral or occupational agreements. Initiallyaduced by Law 3899/2010 at the end
of 2010, the reform had no substantial results.ofdicg to the LIB report, a total of 163
enterprise-level agreements were signed in 201tveier, the second version of the Law,
4024/2011 at the end of 2011, which introduced nfbgrible worker representation
schemes, had a stronger impact on decentralizddcteé bargaining, leading to 270
enterprise-level agreements in the first four memth2012 (preliminary data) alone. Wage
cuts under these agreements have ranged from3®@per cent, according to the estimates
of the General Confederation of Greek Workers (GQGW

Table 8 summarizes the main statistics reportednbyGreek Labour Inspectorate
(SEPE).

%3 Doctors of the World is an organization providingdicine and health services in developing econsimierisis.
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Table 8. SEPE inspections: main statistics, 2009-2012

2009 2010 2011 2012
Inspections
Total number of inspections 28 082 30 965 31515 30 227
Number of prosecutions 3475 3585 4003 3262
Number of fines 5679 7165 3738 5770
Amount imposed in fines (euros) 10 885 952 13144 900 10 937 418 21452613
Labour disputes
Total number of cases 20 550 20 555 21345 21520
Number resolved 10 039 9435 9843 10125
Number canceled 4036 4531 4944 5111
Number unresolved/sent to court 6475 6589 6 558 6 286
Money received by workers in 47 594 70 20 699 232 19 875 087 20.259.925

resolved cases (euros)

Collective bargaining structures and procedures have been greatly affected by the modifications in collective labour law adopted in 2012.
The marked drop in the number of sectoral or occupational collective bargaining agreements contrasted with the rapid rise in the number
of terminated or terminating sectoral agreements. According to the latest review of the state of collective agreements of the Bulletin of
Labour Legislation (DEN), of the total of 272 occupational or sectoral collective agreements, 233 had been terminated by May 2013 and
only 33 (12% of the total) had been renewed. A few collected agreements in the broad public sector have been replaced by Minister's
Decree in 2011 (Law 4024/11).

According to a recent stutfthe dominant features of collective bargainin@Gieece
after 2011 have been “the rapid decentralizationodiective bargaining at the enterprise
level with the simultaneous reduction of the dedhee the Greek labour market is covered
by collective agreements” (p. 3). At the same tithe, study notes the marginalization of
the role played by OMED in industrial disputes.

Table 9 reports on the number of collective agregmeoncluded by bargaining at
the sectoral or occupational level and at the prise level.

Table 9. Collective agreements concluded by bargaining, 2010-2012
Year At enterprise level :l\;ts;zﬁtatl)rca;\tl);:;zupational level, with
2010 238 67
2011 179 28
2012 976 2

Source: Ch. loannou, K. Papadimitriou. Collective bargaining in Greece in 2011 and 2012: Tendencies, disruption and prospects —
synopsis, 2013 (Organization for Mediation and Arbitration (OMED).

Most of the collective agreements in 2012 werelreddhrough the newly established
associations of persons (Law 4024/2011), whichleaformed with the participation of at
least five employees. Agreements concluded by &dsmts of persons amounted to
72.6 per cent of all agreements at the enterpasel,l compared to 17.4 per cent for
agreements obtained by trade unions. The remab@ger cent were agreed with local
sectoral and occupational trade unions.

** Ch. loannou and K. PapadimitrioDpllective Bargaining in Greece in 2011 and 2012ndencies, Disruption and
Prospects- Synopsis2013, OMED — Organization for Mediation and Arbiiat
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The difference in the bargaining procedures of, sesilts obtained by, associations
of persons and enterprise trade unions is cleafleated in the wage concessions
achieved. According to loannou and Papadimitrio®1® p. 9), two-thirds of all
agreements concluded with associations of persams reduced wages to the minimum
wage of the General National Collective Agreementamended (this cut the minimum
wage by 22%). Around 33 per cent of the agreemezstshed at the enterprise level by
trade unions have managed to retain previous veagdsl.

The evidence from the LIB suggests that wage réshgtresulting from individual
agreements between employers and employees farecgexoeductions obtained by
collective agreements at the enterprise level (bgttrade unions and by associations of
persons). Individual agreements resulted in 22r2cpat cuts (unweighted; 22.9 per cent
weighted), while collective agreements obtainedraye cuts of 18.8 per cent (17.4 per
cent weighted}> This evidence supports the general conclusion aznhou and
Papadimitriou on the changes imposed on the banggstructure and procedures by the
new legal framework.

One further conclusion from this evidence is thetia role played by the national
minimum wage. Not only did this wage set the minimfor labour remuneration, but it
also provided a yardstick for deviations from thmimum. As the minimum wage has
been cut by 22 per cent, the whole structure ofesag the private sector is reduced by a
similar percentage.

One cannot possibly understand the rapidity of ghadiferation of associations of
persons at the firm level. Trade unions at thisldvave usually found it difficult to
establish themselves. Most individual employersehasen hostile to the idea of having in-
firm trade unions. Furthermore, the vast numbeveasfy small firms has had a negative
impact on the creation of firm-specific trade urdoithe trade union leadership has also
not advocated the development of such unions,dar 6f losing control of sectoral and
occupational trade unions. As a result, apart fritra General National Collective
Agreement, only sectoral or occupational bargaimiracedures have produced results, an
effect heightened by the extension of their coveray firms not participating in the
relevant employers’ associations. This provided {hreconditions for impersonal
negotiations, sidestepping the personal relatigngdhétween the employer and the
employee which characterizes small and medium-sn¢erprises.

It was this strong personal relationship betweendmployer and the employee and
the exchange of atypical favours and concessions arumber of work issues, from
extensions of the work schedule to constant redtiloc of work tasks that provided small
and medium-sized firms with a necessary elementtefnal flexibility and contributed
significantly to their economic survival. The redgign of the wage issue to a negotiating
procedureoutside the firm in which neither the employer nor the éogpe were active
participants cleared the ground for the developroéatmore paternalistic management of
labour relations.

Bringing back wage negotiation to within the firmnder this paternalistic
management structure signified a drastic transitiolabour relations. What is happening
now is a shift from paternalistic management to authoritamea labour relations
Management has undisputed power, curtailed onlgxtgrnal factors, i.e. demand for the
firm's output, the structure of the competition émel limited availability of finance.

Paternalistic forms of management are partly maiath In some cases, employers
unofficially increase (i.e., without reporting true levels euneration to avoid paying the

** The LIB bases its findings on firms that haveifiet it of wage reductions, as they ought to doe Alumber of firms
which reported new wage levels totalled 75,277 firmpleying 355,397 persons. This is equivalent touald® per
cent of all firms; the percentage of employees cawas higher. A simple calculation indicates theat tiverage firm
determining wages by collective agreement has 1&8loyees, while the average firm setting wages girou
individual agreement has a staff of 3.5.
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related social security contributions) wages, tgkirto consideration living conditions and
specific needs.

However, whether the above-described transitiohlyeitome a permanent feature of
the Greek wage-setting process is too early tockste There are forces in favour of the
establishment of an authoritarian regime, which ldbanean a return to the conditions of
pre-1974 Greece, before the restoration of demgcrBloese forces can be identified
among some business interests and in politicaigsarThe current Government is keen to
interfere in the resolution of industrial conflidgts favour of specific business interests. In
fact, the management of labour has been left tvishagal employers on the one hand and
the state machinery on the other. A framework @& partners to negotiate collectively
and to come to common agreements simply does iigit ex

On the other hand, one cannot exclude the pasgitilat associations of persons,
mostly created as employers’ trade unions, may rbecthe kernel of a new grassroots
trade unionism. This could happen if the offici@de unions contribute positively in that
direction.

A recent study exploring human resource management macroscopitalGreek
enterprises with the use of Labour Force Survew dadicates that some manufacturing
sectors are reducing personnel while increasingtiove work. Unpaid overtime hours
have increased since 2008, although part of thisease may be attributable to the
flexibility of the time arrangements consolidated liaw 3986/2011. Unpaid overtime
work seems to have a strong sectoral concentrdtioseven out of 23 industrial sectors,
100 per cent of the overtime hours were unpaid.

Part-time working, job rotation and similar measuaee resented by employees more
strongly in 2011 than before. This is due to thieeawrely low income earned — well below
poverty level — and the unilateral changes madbaderms of labour contracts.

However, some firms attempt to keep qualified pengb on the payroll through
rotation schemes. Part-time work has increased gnskilled craftsmen and other
gualified personnel (professionals and technicians)

Evidence from a different source sheds light ontlagrodimension of the problem.
The Greek Manpower Employment Organization (GME@$ httempted a multifaceted
intervention in the labour market. One of their mambitious programmes subsidizes
employers' social security contributions in order greserve jobs. The scale of the
programme is enormous. It involves direct subsitiie200 000 employees at a total cost
of nearly 1 million euros. The only provision it kes is that the firm has to keep one
additional worker employed for each subsidized eyg® (a total of 400 000 jobs had
been preserved at one point). The programme start@éanuary 2011. However, only 10
per cent of the target had been met by Decembet 20d the employers were starting to
lose interest.

Though GMEO's job creation and job preservationesws have been extremely
generous and their terms and conditions increasinglaxed, implementation of all
programmes is doing badly. Entrepreneurs avoichtakin any obligations anyway when
they can and their attitude to labour market prognes is the same, particularly in a
situation of falling demand and an uncertain future

Overall, the massive reforms of Greek labour laat tbok place in the last two-and-
a-half years have brought about a serious detéinaran employment conditions by any
reasonable measure. At the same time, they halesl i@ deliver any positive results in
terms of employment creation. It is not only thade unions that are openly expressing
their agony. It seems that the employers’ orgaitimatare also caught in a “lose-lose”
situation. They do understand that the economicsadl situation in Greece has become
unbearable and they anticipate the possibilityash social conflict. They also understand

% A. Dedoussopoulos (2012).
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that wage cuts make things even worse for busisessa whole. But, they are reluctant to
suggest more moderate wage reductions as theyosag members, who are entitled to
opt out of collective agreements. They are caugla quandary. If they go along with the
myopic demands for severe wage cuts, they congritua deeper recession and will end
up losing members anyway, this time to bankruptcies

5.  The role of social partners

In discussions of the country's economic prospants the state of labour relations with
social partners, frustration, disappointment andaaknowledgement of their practical
inability to contribute to a necessary strategyecbnomic reconstruction are evident.
Employers’ associations are consumed by a vitanghha: all have publically taken
positions in favour of autonomous negotiations agdinst general wage cuts. They all
agree that consumer demand and competitivenesbesas and will be in the future the
main driving force of economic recovery and emplepingrowth’. However, as their
members can legally opt out of associations if tHesagree with the terms of collective
bargaining agreements, they are very reluctargriowssly push for a change in policies.

In fact, some employers’ associations at the nati¢hird) level seem to accept the
fact that they do not have to negotiate wagesseting the national minimum wage. This
was explicitly stated by the representative of e#lenic Federation of Enterprises (SEV)
in a recent interview with the authors of this papdis view was that the social partners
have to negotiate on a new basis, signing a “new faf contract”, in which issues other
than the wage rate will be determined. Howevergio#mployers’ associations indicate
concern about the present state and the futurealwdul relations (mainly ESSE and
GSEVEE).

One can draw a line dividing the two opposing catioas along the size of the firms
they represent. Relatively large firms, represemigdSEYV, the Hellenic Retail Business
Association (SELPE§ and SETE (Association of Greek Touristic Busin€siave
favoured wage cuts and the deregulation of the uabuarket, while the National
Confederation of Hellenic Commerce (ESEE) and thHellenic Confederation of
Professionals, Craftsmen & Merchants (GSEVEE) Haeen traditionally reluctant to cut
wages.

Two examples of differing strategies have been ldpesl by employers’ associations
in recent months. The first is the national collextagreement for the trade sector that was
signed by ESEE and GSEVEE, the two main assockti®he second is the National
General Collective Agreement concluded in May 2013.

GSEVEE and ESEE attempted to revive social dialajtex the June 2012 elections,
but they failed, as other social partners reactaghtively. As a result, the two associations
negotiated a national sectoral collective agreenagtiit the Greek Federation of Private
Employees (OIYE); this was signed on 27 July 20IBe agreement provided for a
moderate average wage reduction of 6.7 per cam,réturning to the 2009 wage level.

SELPE had been invited to participate in the negoins, but it preferred to sign a
separate sectoral collective agreement and themronate it unilaterally. It thus left wage
fixing to enterprise level agreements.

The National General Collective Agreement of MayL2@s indicative of the state of
social dialogue and collective bargaining in Gredtes an agreement that does not refer

57 See National Confederation of Hellenic Commefggual Review 201. 194.

®®  The Hellenic Retail Business Association represéinés organized retail trade, chain stores, malld Gmeek
multinational companies.
¥ SETE was given the status of national social paitn2013. HRBA participates in sectoral negotiaionly.
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to labour remuneration (as the determination of ritieimum wage has been left to the
Government) and its only target has been to redoaenarriage allowance, which ended
with the termination of the previous NGCA in Mar2013. The General Confederation of
Labour took the initiative on the negotiation oé thgreement and its lead was followed by
all other social partners. When an agreement washesl, the Hellenic Federation of
Enterprises (SEV) refused to sign it, though it hagructed its members to continue
paying the marriage allowance.

SEV questioned the value of the signed agreemethiegrounds that it lacked legal
substance and substantial content. SEV did not wanbe part of one more “lost
opportunity”, as it is wage setting mechanism giveen and wants to push forward a new
form of collective agreement of a broader scopaiged on issues of competitiveness.
According to SEV, the General Confederation of Labwas only pressing the issue of
wages set by the General National Agreement wiachirn should not be viewed as an
“existential question” for trade unionism.

In fact, the GSEE appears to have been weakené#tekynplementation of the Laws
on collective bargaining. So far, GSEE does notnstehave a clear strategy to overcome
the current situation.

The question of competitiveness has been the ni@Emé in SEV's agenda. SEV
argues that wage reductions did not improve conipetiess. SEV appears skeptical about
the possible sources of growth or even of recoeémhe Greek economy, given the state
of consumption demand, investmé&higovernment consumption and the slow pace of
export recovery. He said that the Greek economydece radical treatment, i.e. “all
measures had to be taken simultaneously” and raugily as had been done so far. He
believes that if the targets of the policy had belamified and the different interventions
applied simultaneously, it would have made a diffee. But gradual implementation of
the policy has been confusing and ineffective

6. Additional remarks

One of the main arguments raised against the impoof minimum wages has been that
such a policy advocates the emergence of a bladutamarkef! The evidence collected
through the LIB inspections suggests that unreacbidbour has increased, though the
minimum wage has been reduced by 22 per cengtialevel well below the poverty line.
The percentage of undeclared labour rose from 2%&¢m in 2010 to 36.2 per cent in the
inspected enterpriséS.Undeclared labour among Greek natives climbed f&h6 per
cent (2010) to 31 per cent in 2012. Undeclaredualaenong immigrant workers is even
higher (46.9 per centin 2012 compared to 31.5pet in 2010).

Undeclared labour poses one of the many threa¢sifag the social security system.
High unemployment rates, reduced wages and the iggoywercentage of elders in
population are also setting conditions for a ttwaakdown in the near future. The 2012
PSI (Private Sector Involvement) has contributedh® now inherent instability of the

% Jnvestment in private sector has fallen by ahfeir20 per cent in the first quarter of 2013, adiray to sources in the
Foundation for Economic & Industrial Research (IOBE)

> The other main argument is that the minimum waglices employment and increases unemployment. (thera
are not concerned with this argument here, as thpriead evidence does not seem to support it. Semng others, D.
Card and A.B. KruegeMyth and Measurement: The New Economics of the Mmiiage 1995, Princeton Un. Press.

%2 There is a cloud over the inspections performethb LIB in recent years. The average size oféngd enterprises
in 2012 was 2.2 employees per enterprise (4.1 1®RA@vhich raises questions on the methods of otapein use. See
LIB, press release fMarch 2013, Table 4.1. It is interesting to ndtattwhile employment levels in the LIB fell by 20
per cent, the number of inspections per employse ly 20.7 per cent, indicating that workloads h@sen sharply.
See LIB above, Table 8.
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Greek social security system, as a haircut has imeeosed on social security funds held
in the Bank of Greece.

The structure of unemployment reveals an additifutalre threat. Though the youth
unemployment rate is at record levels (almost 60cpat in the age cohort 15-24), the age
composition of unemployment is weighted towardsrtiiddle-aged. Table 10 indicates the
changes in the age structure of the unemployedtbegperiod 2007c¢ to 2012c.

Table 10. Age structure of the unemployed, percentage of total, 2007 and 2012

Age group 2007c 2012c
15-24 20.4 14.5
25-34 35.8 34.9
35-49 31.7 35.9
50-64 13.5 14.7
100.0 100.0

In fact, though the rate of unemployment is muahar among the youth, their share
in total unemployment is a little lower than thétlwe oldest cohort in the age ladder. The
share in unemployment of persons in the age c@®+t19 increased by 4.3 percentage
points between 2007 and 2012. This evolution pbsessignificant questions. First, there
is the question of the present, as less than 2@egerof the unemployed currently receive
an unemployment benefit, which, in any case, isaaly too low to cover subsistence
needs. Furthermore, official estimates raise theber of families with no member in
work to 400 000. Increasing segments of the urb@pulation face serious problems of
subsistence. In addition, welfare state institigjosuch as education, health and welfare
services, are underfunded, posing additional teramthe social welfare. The increasing
activation of humanitarian organizations and thdifaration of forms of social solidarity
attempt to bridge the gap, but the problems ar&dan being effectively resolved.

The second question refers to a next-decade probldma current structure of
unemployment indicates that the probability of nepéoyment for a large section of the
labour force is very low. This means that in tharmfeture the Greek economy must cope
with a large permanently impoverished segment (nmben 20 per cent of the total
population) which will never meet preconditions faigibility for pension. Or, it will
make further demands on social security, bringiegsjons to very low levels, unless
substantial new resources are directed to pensiutsf

Youth unemployment attracts the interest of publinion and policy-making. A
focus on it to the exclusion of other problemsas merely an erroneous conception of the
reality of the unemployment structure. It provideationale for further deregulation of the
labour market, the extension of in-firm trainingogrammes as a substitute for paid
employment, and further cuts in wages to below mimh standards.

Yet, the implications of youth unemployment areywénportant. The impact of
unemployment spells and the duration of these sl found to be negative on both
employment and career prospects. In addition, hegetpercussions have been observed
in a number of areas of personal and social llie (iostponement of independence from
the family, drug abuse, violence and increasingsmacleading to political support of
Golden Dawn, a neo-Nazi party). Brain drain ha® aiken its toll, though statistical
quantification is not available. There are repdinet numerous young persons, holding a
university or post-graduate degree especially irdionee, civil engineering and the
sciences, have migrated to Germany, the Netherlandsnorthern Europe. Brain drain
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may become a serious obstacle in any attempt t@aangroductive re-orientation of the
Greek economy.

One should note finally that the number of persongmployment but receiving
wages only after an interval of between three xansbnths is steadily increasing. Largely
this practice stems out the enterprises' inaldititiind short-term credit, but there are cases
of deliberate postponement. About 55.8 per ceth@fabour disputes recorded by the LIB
relates to refusal by the employer to pay for wpekformed in the past. On the whole,
remuneration issues make up 75 per cent of allulaliisputes, and disputes over the
legality of the termination of the labour contracd another 15.4 per cent, with disputes
over the time dimension of work (overtime workingetting time schedules, etc.)
accounting for a small percentage (3 per cent).
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