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RESUMÉ: BAG OM DEN GRÆSKE GÆLDSKRISE 
Året er 2012. Året, hvor det var forventet, at Grækenland ville vende tilbage til de internationale 

kapitalmarkeder efter intense spareplaner og strukturelle reformer samt betydelige kapital 

indsprøjtninger fra EU/IMF/ECB gennem de forgangne tre år. Alligevel har den græske statsgæld i 

løbet af 2012 oversteget 175% af BNP og forventes at stige yderligere til 192% af BNP frem mod 

2014.  

 

Fra et kritisk realistisk perspektiv, har denne kandidatafhandling til formål at gå bag om den græske 

gældskrise for at kaste lys på underliggende strukturer og mekanismer, som der argumenteres for 

har stor forklaringskraft i forhold til redningspakkens utilstrækkelighed. Der hersker ingen tvivl om, 

at spareplaner og strukturelle reformer er absolut nødvendige, men de antagelser, hvorpå 

redningspakken er blevet baseret, har vist sig at være for optimistiske, idet en kompliceret politisk 

kultur er blevet reduceret til ineffektive bureaukratiske institutioner. Denne kandidatafhandling 

søger derfor at introducere statens relationer til samfundet i diskussionen. Der tages udgangspunkt i 

det politiske agentur samt de klientelistiske relationer mellem politikere og sociale interessegrupper, 

som gennem årtier har forhindret den effektive implementering af reformer i det græske samfund. 

Med udgangspunkt i Peter Evans teori ”Embedded Autonomy”, der bygger på to tilsyneladende 

modstridende institutionelle betingelser for økonomisk vækst: tilstedeværelsen af kompetente og 

kohærente statsbureaukratier, som er uafhængige fra, men samtidig rodfæstede i samfundet, 

konkluderes det, at den græske stat repræsenterer en ”partimoniel” klientelistisk stat – en stat 

kontrolleret at de store politiske partier. I deres higen efter politisk overlevelse, har partierne brugt 

statsapparaturet til at organisere sine klientistiske netværks, hvilket har undermineret 

implementeringen af de hårdt tiltrængte strukturelle reformer og således umuliggjort Grækenlands 

tilbagevenden til kapitalmarkederne ved udgangen af 2012.    

 

Kandidatafhandlingen tilføjer ligeledes et normativt aspekt til diskussionen, idet der inddrages tre 

identificerbare vækstalliancer mellem den græske stat og økonomiske aktører, som underbygger 

postulatet om, at stat og business er indbyrdes afhængige og derfor oftest har en interesse i at 

samarbejde. Slutteligt, konkluderes der, at vækstorienterede alliancer mellem stat og samfund er 

essentielle for at sikre fremtidig vækst samt sikre legitimitet til regeringen og redningspakken.  
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1. INTRODUCTION 
Athens, the capital of Greece, is considered to be the cradle of western civilization and democracy, 

however in recent years Athens has come to portrait the dreadful reality of a heavily debt-burdened 

country.    

 
In the fall of 2009 shortly after the change of government, the gravity of the financial situation in 

Greece began to reveal itself: a devastating budget deficit and a national public debt far exceeding 

the annual GDP. Fearing a default by Greece, the EU, the IMF and the ECB came to its rescue 

offering a bailout package with the aim of getting Greece back on track. The bailout guaranteed 

large cash injections into the ailing Greek economy on the condition that Greece would pass the 

austerity measures and structural reforms demanded by the Troika. Greece was expected to return to 

the international capital market by the end of 2012, however with a debt now exceeding 175% of 

GDP, Greece is nowhere near returning to the capital markets.   

 

From a critical realist perspective, this master thesis seek to look beyond the Greek debt crisis to 

examine underlying structures and mechanisms with explanatory power in relation to the  

inadequacy of rescue program. By no means, one would doubt the paramount importance of 

austerity measures and structural reforms, nevertheless the assumptions on which the plan is based 

have proven to be too optimistic by reducing a rather complex political history to inefficient and 

malfunctioning bureaucracies. This reasearch introduces state-society relations to the discussion. 

Based on Peter Evans theory "Embedded Autonomy", that comprises two seemingly contradictory 

institutional conditions for economic growth: the presence of competent and coherent state 

buraucracies that are autonomous, but still very much embedded in society, this master thesis seeks 

to bridge the traditional state-society relations with Greece inability to restore growth.  

 

For a normative purpose, new theories on growth alliances are introduced to support the postulate 

that state and business need one another. Thus, the aim is to examine how growth alliances could 

constitute a useful developmental tool for Greece in the short-term in order to ensure an effective 

implementation of the program as well as the future economic development in Greece.   
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1.1 Research Question  
 
 
To what extent can the collusive state-society relations be seen as an explanation for why 

Greece has been incapable of returning to the international capital markets by 2012 despite 

the large bailout packages and how can such relations be replaced by more growth-

enhancing alliances?  

 

In order to answer the main research question, three sub-questions have been developed 
 

• To what extent can Greece be characterized as embedded without autonomy? 
 

• How does the external intervention by the Troika affect the traditional state-society 

relations?   

• How can growth alliances become a useful developmental tool for Greece?   

1.2 Terminology  
In this master thesis some technical terms need further explanation. Please find such explanations in 

appendix 2. Please find abbreviations in appendix 1. 

 

1.3 Delimitations  
The unit of analysis is the state-society relations as an explanatory factor for Greece’s inability to 

return to the international capital markets by the end of 2012 as projected. Hence, this thesis will be 

delimited from a wider analysis of explanatory factors as the attention is devoted to the explanatory 

power of state-society relations and not as much to the fiscal explanations for the debt crisis, which 

are only briefly explained in chapter 4. Moreover, the topicality of the debt crisis has meant that the 

collection of empirical data would be indefinite, thus, a time limit was required, as it otherwise 

would have been an impossible task to complete this research due to continuous alterations and 

supplements. Hence no data collection has taken place after November 16, 2012. Moreover, the 

immigration aspect of the debt crisis will not be considered within the scope of this master thesis.  

Lastly, this thesis will be delimited from the current Eurozone crisis and the threats of a potential 

Euro exit by Greece despite of it’s centrality, however the scope of this thesis is not to predict the 

fate of Greece, but instead to enhance the understanding of the impact state-society relations have 
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on the promotion of investment and growth as well as on the implementation of the Economic 

Adjustment Program (EAP), which so far has suffered from great delays.   

 

1.4 Structure of Master thesis 
This thesis is divided into 7 main chapters, which are presented below in order to give the reader an 

overview of the organization of this research.    

 

The first chapter has introduced the research field as well as the research questions. The second 

chapter explains the methodological approach clarifying the research purpose, research strategy, 

research design as well as the empirical framework. The aim of this chapter is, thus, to ensure that 

the validity and reliability of this research can be evaluated in the best possible way. The third 

chapter presents the theoretical framework for this thesis. Peter Evans theory “Embedded 

Autonomy is introduced along with newer theories on growth alliances between politicians and 

business. The fourth chapter explains the Greek debt crisis and the external intervention of the 

Troika. The aim is to enhance the understanding of the financial and political situation in Greece 

and the steps taken by the Government and the Troika to reduce the accumulated debt and restore 

economic growth. The fifth chapter initiates the analysis of the traditional state-society relations on 

the basis of the theory of Embedded Autonomy; thus, the aim is to analyze the state structure a long 

with the embeddedness of the state within society. The sixth chapter presents three different cases 

of identifiable growth alliances in Greece that will be used to clarify key features as well as the 

potential of growth alliances in an environment where the state does not resemble a Weberian ideal 

typical bureaucracy. Lastly the chapter discusses how growth alliances can be useful in regard to 

promoting investment and growth and ensuring the legitimacy of the government’s policies and 

reforms. The thesis will be concluded in chapter seven. 
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2. METHODOLOGY  
This chapter explains the methodological choices made in this master thesis for the purpose of 

answering my research questions. Hence, it outlines the research purpose, philosophy, strategy and 

design as well as the data collection methods chosen.   

 

2.1 Research purpose 
The foundation of this research was laid through an internship at the Royal Danish Embassy in 

Athens that took place during the first year after the outbreak of the debt crisis. This gave me great 

insights into the practicalities of the Greek debt crisis as well as great insights into a political 

culture, characterized by patronage, clientelism and corruption, which I observed as being largely 

ignored in the debate about the recovering of the Greek economy in the Economic Adjustment 

program designed for Greece. 

 

The overall knowledge interest of this master thesis is to bridge the characteristics of state-society 

relations with Greece’s current inability to exit the profound debt crisis and, thus, return to the 

international capital markets. Thus, the overall research purpose is exploratory as it seeks new 

insights into phenomena, to ask questions, and to assess the phenomena in a new light (Saunders, 

Lewis, & Thornhill, 2009, s. 139). This research is explorative as it aims to explore the precise 

nature of the problems in regard to the Greek debt crisis, thus, the research is designed to 

investigate a phenomenon, which has been fairly absent in the discussion of the Greek debt crisis 

and the continuous inability to return to economic growth; the configuration of state-society 

relations in Greece. This will be done through a comprehensive analysis of the state structure as 

well as of the prevailing state-business relations. Moreover, the research has an explanatory purpose 

as it aims to establish the causual relationship between these two strategic variables and therefore 

theoretically explain how certain types of relationships between politicians and business have 

undermined the effective implementation of the rescue program. 

 

A third purpose is to enhance the understanding of the debt crisis and the external intervention by 

the Troika, as these variables have to be seen intertwined with the persistence of the traditional 

state-society relations and the potential dissolution of these relations as Greece moves deeper into 
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recession. Thus, the relationship between shrinking state resources, external pressure and a 

discredited political-administrative system will be explained.   

 

Furthermore, the research has a normative purpose as it goes one step further to answer in which 

respect such relationships can be replaced or transformed by using more growth-enhancing 

alliances (Andersen, 2006). Thus, the research is normative in the sense that it aims at clarifying 

how strategic growth alliances can be a useful tool in the short-term despite the institutional 

deficiencies identified in Greece. 

 

2.2 Philosophy of science   
For the purpose of conducting this research, critical realism was chosen as the philosophy of 

science. Critical realism takes a critical stance toward positivism and hermeneutics, whilst seeking 

to integrate strong points from both philosophies. There is a broad consensus among sociologists 

with a critical realist inclination that the core purpose of scientific research is the disclosure of the 

mechanisms, which generate the social phenomenon we want to understand (Wad, 2001; 2000). 

The purpose is correlated with the basic realist tenet, which is the belief that a world exists 

independently of our knowledge of it, wherefore the critical realists accept an ontological 

stratification of the world into the real domain composed of the events, experiences and 

mechanisms, thus it encompasses everything that exist regardless of our experiences, the actual 

domain composed of events and experiences and the empirical domain composed solely of our 

experiences (Sayer, 2000). Our experiences is, therefore, not identical with the actual world and nor 

is the actual domain equivalent with the real world. This suggests that no complete objective 

understanding of the research object exists, which consists with the purpose of this research, since I 

argue that the Greek debt crisis has been reduced to observable deficiencies, whilst less observable 

mechanisms and structures have been largely absence in the discussion of how to restore economic 

growth in Greece. Our experiences are delimited to a narrow set of observable events, which are 

effectuated by underlying mechanisms, which may or may not be identifiable at the empirical level; 

thus, the empirical world only constitutes the tip of the iceberg. Some mechanisms may block or 

neutralize the effectuality of another mechanism, thus leaving it outside the scope of the empirical 

world for the time being (Wad, 2001). Causation is a central concept. Critical realists argue that the 

causation is contingent on the actual context, which is then again shaped by external effects of other 

mechanisms within an open system of mechanisms, events and experiences (Sayer, 2000). 
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The world is undergoing changes constantly as new objects and structures emerge as a result of the 

fusion of new generative mechanisms (the principle of emergence), however the social world is 

changing at a more rapid pace than the natural world because of perceptions, reflections and actions 

of human beings (Wad, 2001). Thus, Critical realism combines a modified naturalism with 

recognition of the necessity of interpretive or hermeneutic understanding of meaning in social life. 

From this perspective, social science is neither nomothetic (concerned with law-making) nor 

idiographic (concerned with documenting the unique) instead they operate with tendencies and 

contingencies as the perceive causation as contextually contingent and thus there do not exist any 

finite laws (Sayer, 2000). 

 

2.3 Research strategy 
In line with the chosen philosophy of science, this thesis is placed between a theoretical and an 

empirical approach. Hence, the research approach is neither deductive (from theory to observations) 

nor inductive (from observations to theory), instead a retroductive research method was chosen. 

Retroduction embraces the interplay between induction and deduction in the quest for causal 

explanations as it acknowledges that research involves typically a dialogue of ideas and evidence in 

social science (Raign, 1994). Science demands transcendental thinking in order to grasp the reality 

of the experienced events, thus retroduction constitutes a way of thinking, which implies that you 



 

11 

construct the basic conditions for the event or patterns to be as it is (Wad, 2001, s. 4). Retroductive 

research strategy implies a transcendental move from something (empirical experiences) to 

something else (the transfactual mechanisms) with the aim of explaining the research object by 

outlining the structures and mechanisms as well as the context, which has been contingent for the 

effectuation of the specific phenomenon under research. In other words, Retroduction aims to 

specify the necessary and sufficient causes and conditions for the phenomenon to come into 

existence, to be produced or re-produced (Wad, 2001, p. 4). The logic of retroduction fits well into 

the exploratory nature of this master thesis.  

  

2.4 Research design 
The research is designed as a holistic single case study of the current debt crisis in Greece. Yin 

defines as case study as an empirical inquiry that investigates a contemporary phenomenon in 

depth and within its real-life context, especially when the boundaries between phenomenon and 

context are not clearly evident (Yin, 2009, p. 18). This research design aims at answering why 

Greece has been incapable of returning to the capital markets by 2012 by testing the well-

formulated theory of Embedded Autonomy. The strength of a case study is that it is designed to 

achieve an in-depth understanding of the phenomenon whilst suitable for examining the 

relationships between different variables (McGiven, 2006). The overall aim of this thesis is not to 

make this case representative for all the debt-burdened countries in Europe; instead the aim is to 

understand underlying structures and mechanisms that are specific for Greece. However, the 

normative purpose of the second part of the research has required an embedded single case study, 

where three identified growth alliances; the high-tech industry, the tourism industry and the harbor 

industry are analyzed in order to generalize on key feature and the potential of growth alliance as an 

effective developmental tool for Greece. 

 

2.5 Data collection 
From the initiation of this research, I was well aware that the sensitivity of the subject chosen could 

be a great challenge for the conduction of this research. Variables, such as the relationship between 

state and business are sensitive subjects particularly in Greece, where the true extent of the 

damaging effects from clientelistic ties between politicians and certain interest groups have begun 

to sink in.  
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2.5.1 Primary Data 
Due to the sensitivity of the subject and the little research done on growth alliances, a qualitative 

research method was chosen. Hence, individual in-depth interviews constitute the primary data. 

Qualitative interviews have the advantage that they are less structured and less standardized making 

them more flexible, so that the interviewer has the freedom to react to what the respondent is saying 

and thus adapt the interview accordingly (McGiven, 2006). Moreover, an open-ended interview 

approach was preferable as the intention was to explore the potential existence of growth alliances.  

 

Three individual interviews were conducted; the first interview conducted was with the General 

Director of the Association of Greek Tourism Enterprises (SETE), Georgios Drakopoulos, with the 

aim of potentially identifying an emerging growth alliance between the Ministry of Tourism and the 

tourism sector. The other two interviews were conducted at the Corallia Cluster Initiative, which is 

a public-private partnership aiming at boosting competitiveness, entrepreneurship and innovation, 

in knowledge-intensive and exports-oriented technology segments; The interviews conducted here 

were with Executive Director, Vassilios Makios and Communication and Project Manager, Julia 

Phoca. The aim was to clarify how such a public-private alliance has contributed to impressive 

growth rates in the innovation clusters managed by Corallia. The interviews lasted between 60-90 

minutes and were recorded on an audio recorder. The interviews were later transcribed (Appendices 

5-7). Moreover, the interviews were conducted as face-to face interviews during a field trip to 

Athens in July 2012. A fourth interview was planned with Mr. Yiannis Stournaras, however, one 

week before my field trip he was appointed the New Finance Minister. Consequently, the interview 

was cancelled.   

 

2.5.2 Secondary Data 
Secondary data were collected for the broader understanding of the research object and for a 

descriptive purpose in regard to the current debt crisis and the characteristics of the traditional state-

business relations. Thus, secondary research constitutes an important empirical tool for this master 

thesis. Both internal and external secondary data were used. Internal secondary data were used in 

the examination of growth alliances. In the case of Corallia and SETE, homepages, PowerPoint 

shows, annual reports, press releases were used. In particular SETE has been tremendous in 

assisting me with the data collection regarding the tourism sector and SETE as an organization. 

External secondary data were used in the form of online articles and newspapers, such as Reuters, 

Spiegel, Athens News, New York Times, etc. Moreover, information has been gathered from 
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recognized supranational institutions; the World Bank, International Monetary Fond, United 

Nations and the European Union, which have been very useful for the conduction of this research. 

Lastly academic articles and books by recognized Greek economists and sociologists have been 

equally useful in regard to examining the state structure and the state-society relations.    

 

2.6 Construct validity and reliability.  
As this research is intended to represent a logic set of statements, it is important to ensure a certain 

level of quality in the analytical framework. Since the research design is a case study an assessment 

of the analytical framework’s construct validity is extremely relevant in order to ensure that the 

correct operational measures for the concepts have been established (Yin, 2003). People who have 

been critical of case studies often point to the fact that a case study investigator fails to develop 

sufficiently operational set of measures and that “subjective” judgment are used to collect data 

(Yin, 2003, s. 35). To ensure construct validity, indicators of embeddedness were selected; 

egalitarianism, legislative universality and support/performance. Embeddedness cannot be 

statistically measured, however, analytically the chosen indicators are justifiable since they 

approximate the prevailing kind of embeddedness by examining its impact on society. To increase 

construct validity multiple sources of evidence were used through data triangulation, which 

constitutes a powerful technique that facilitates validation of data by combining data collection 

methods (Yin, 2003): Data triangulation also referred as data sources triangulation depicts the use 

of multiple data sources in the same study for validation purposes (…) there are three types of data 

triangulation; namely, time, space and person. These types of data triangulation come as the result 

of the idea that the robustness of data can vary based on the time data were collected, people 

involved in the data collection process and the setting from which the data were collected (Hussein, 

2009, p. 3). The combination of primary and secondary data sources strengthens the data 

triangulation as the combination of research techniques decreases the disadvantages of the 

individual research techniques (Yin, 2009). Primary data collected through face-to-face interviews 

and secondary data such as academic articles written by reputable Greek economists and 

sociologists were checked against each other to provide validation to the research. One of the 

appreciable points of criticism is that the primary data is one-sided, since no interviews were 

conducted with Members of Parliament. This was partly compensated for through participatory 

observation during my internship, where I participated actively in everyday life in Greece through 

different political and economic conferences and through interaction with Greek people in their 
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native tongue. This observation is not used directly, since no documentation was made, however 

close connection to the Greek society contributes to construct validity of this research as I have 

used my Greek network to verify data used. External validity relates to the generalizability of the 

three cases of growth alliances that demonstrate maximum variety, however, identifiable common 

key features makes possible analytical generalizations about certain requirements for the 

establishment of growth alliances a long with the potential of such alliances. Reliability refers to the 

likelihood of arriving at the same findings, if a later investigator followed the same procedures and 

conducted the same case study. To ensure reliability all primary data has been enclosed in 

appendices and all secondary data has been documented in the reference list.    
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3.  THEORETICAL FRAMEWORK  
 

The agenda of the Greek government and the Troika has up to this point been dominated by the 

economic aspects of the crisis in terms of austerity measures and structural reforms. However, as it 

appears now, Greece is nowhere near returning to the international capital markets. This chapter 

reviews the theoretical framework that seeks to explain the underlying structured human agency and 

the interconnectedness between these actors, which several researchers have argued have important 

implications on a country’s growth and development potential. 

  

There has been a growing recognition amongst policymakers and researchers that state and business 

are interdependent variables that play a crucial role in all aspects of development. The basic idea is 

simple; no single actor can make a difference since policy formation and implementation requires a 

bundle of different resources; expertise, finance, organizational capacity and legitimacy, which are 

spread amongst several actors across the public-private divide (Abdel-Latif & Schmitz, 2010, p. 1). 

The central importance of cooperation between politicians and business is not controversial, as on 

one hand the government needs private capital to provide state revenues in order to finance the 

government and its politics as well as to secure its political survival in terms of political support and 

legitimacy of the government and its politics. Nor, does the government possess the sectoral 

expertise required to identify collective action problems and solutions hereto. On the other hand 

business needs the state to provide appropriate and predictable legislation, ensure reliable and 

efficient supplies of finance and labor as well as provide support and promote investment 

incentives. However, this interdependency does not necessarily translate into additional investment 

and economic growth. The political elite faces what Geddens calls the “politicians dilemma” – a 

conflict between immediate political survival and longer-term interests in economic development 

and regime stability (Whitfield & Therkelsen, 2011). Economic development requires a temporary 

shift from consumption to investment as well as a shift of resources from one sector to another. 

Such distributive games, which are central to coalitional politics, often generate opposition and/or 

support from different interest groups. Thus the structure of the “ruling coalition” determines the 

political costs, as well as the effectiveness of implementing policies, given the resistance or support 

from powerful groups in society (Whitfield & Therkelsen, 2011, p. 17). Consequently exigencies 
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for political survival might undermine or reinforce the overall government purpose resulting in 

either collusion or growth enhancement.  

 

3.1 “Embedded Autonomy” 
Peter Evans (1995) recognizes that state and business are interdependent variables central to the 

discussion of economic development. This research is based on Evans’ theory of Embedded 

Autonomy, which is comprised of two seemingly contradictory institutional conditions that he 

states is the backbone of the developmental state in East Asia; the presence of highly capable and 

internal coherent state bureaucracies, which is autonomous but still very much embedded in the 

surrounding business community (Evans, 1995, p. 50).  

 
Evans argues that state-involvement is given, however since states are not generic the state’s 

capacity to take action as well as the developmental outcomes depends on its internal structure and 

its ties to society. Evans (1995) constructs two ideal state types; at one extreme, the predatory state, 

which represents an ideal typical patrimonial state and at the other extreme, the developmental 

state, which represents the Weberian ideal typical bureaucratic state. This conceptual space is 

created on the basis of two central parameters; Autonomy and embeddedness.  

 

3.1.1 Autonomy 
According to Evans (1995) the state requires a certain degree of autonomy vis-à-vis society in order 

to prevent the state from being captured by rent seeking interest groups or predated on by the 

political elite itself. However, Evans warns against total insulation from society since it is difficult 

to separate the benefits of insulation from the cost of isolation” (Evans, 1995, p. 41). Autonomy is 

difficult to measure, however Evans used approximative indicators of autonomy to illustrate 

variations in state structures. Weberian bureaucratic features, such as meritocracy, constitute one 

such indicator. According to Evans (1998, p. 70) the institutional cornerstones of the East Asian 

economic miracle is to be found in their greater resemblance to the ideal typical “Weberian 

bureaucracy” than other developing countries. Evans argues that the superiority of the Weberian 

bureaucratic state is the meritocratic recruitment and promotion in the public administration based 

on performance, which guarantee a more coherent and cohesive state apparatus in which capable 

individuals believe that pursuing the corporate goals will ultimately result in the maximization of 

their own self-interest (Evans, 1995, p. 30). Weber believed that through meritocratic recruitment 
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procedures complemented by long-term career paths and rewards that commensurate with those 

attainable in the private sector the state would become autonomous vis-à-vis society (Evans, 1998).  

 

According to Evans (1998) these “super bureaucracies” represents only key economic agencies not 

the entire state bureaucracy. He notes that the internal structure of public agencies also vary 

significantly within the same country. While some agencies bear great resemblance to the Weberian 

bureaucracy, other agencies are more clientelistic and are associated with “pockets of conspicuous 

inefficiency” (Evans, 1995, p. 49). Nevertheless, such pockets of inefficiency never undermined the 

national development project. 

 

Another key indicator of autonomy –as Evans argues – is the presence of a lead agency that 

possesses the essential bureaucratic features necessary for effective economic development. 

Moreover, a lead agency has to have the necessitated coherence and competence in order to 

develop, promote and execute a national economic development project (Evans, 1998). In fact the 

existence of a strategic national development projects constitutes a key feature in the East Asian 

miracle since the effective implementation of national goals demonstrates that the government 

purpose was not undermined by coalitional pressures nor exigencies for political survival by 

individual politicians at least not in the lead agencies  - to use Evans’ own term – they portrait 

pockets of efficiency (Evans, 1998, p. 73) 

 

3.1.2 Embeddedness 
Embeddedness is another prerequisite for successful policy formation and implementation, since the 

adequateness and legitimacy of the policies depends on the state’s relations to society (Evans, 1995, 

p. 41). The right kind of state structure does not necessarily translate into additional investment and 

economic growth, hence, Weber’s assumption that as long as the state provides a stable frame of 

rules so that the returns of investment are predictable private agents will do the rest, does simply 

not grasp the reality (Evans, 1995, p. 30) The private entrepreneurial forces can still fail to emerge. 

Consequently, politicians and business need one another. Successful policy formation and 

implementation requires relations between government and business to ensure technical 

competence and knowledge of markets and sectorally specific technicalities. (Evans, 1998, p. 68)  
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Embeddedness is a fuzzy term that refers to the degree to which a state is enmeshed in society and 

the effects of state-society relations on economic development. The term encompasses both the kind 

of embeddedness that has a negative impact on economic development as well as the kind that has a 

positive impact on economic development. Evans used the support/performance bargaining as an 

indicator to distinguish between different types of embeddedness. He argues that effective 

government-business relations are not tension free, instead they are based on a mixture of support 

and discipline in order to ensure that powerful interest groups do not only extract support and 

resources from the state without meeting certain performance criteria (Evans, 1998, p. 74). This 

carrot-and-the-stick approach suggests a combination of rewards and punishment to induce 

behavior that will ultimately result in economic growth whereas extracting support without 

delivering would turn into a redistributive game. In East Asia the combination of support and 

engagement coupled with skepticism and pressure translated into economic policies of ensured rent 

creation and discipline (Evans, 1998). Evans notes that the low level of inequality within the 

countries in East Asia is an important determinant for the success, as this enabled the governments 

to diffuse the sense that they were committed to a collective project of national development and 

reduced the likelihood of the state being captured by rent seeking interest groups (Evans, 1998) 

 

In order to measure embeddedness, which is in itself immeasurable, three approximative indicators 

were selected in accordance with Evans’ research: Egalitarianism and legislative universality and 

support/performance bargaining, all of which aim at distinguishing between negative and positive 

embeddedness in terms of their impact on the well being of society.    

 

3.1.3 Predatory, intermediate and developmental states 
Obviously, most states are neither just predatory nor developmental; instead most states offer a 

combination. Evans (1995) treats these states as intermediate states; however, Evans has been 

criticized for not providing a sharp distinction between the intermediate cases. Evans does not 

capture on which of the two dimensions - autonomy or embeddedness - a given intermediate state 

falls short off (Wright, 1996). Evans (1995) illustrates intermediate states by exemplifying the cases 

of Brazil and India demonstrating two different cases of imbalance in the combination of autonomy 

and embeddedness. In the Brazilian case embeddedness was out weighing autonomy, whereas in the 

Indian case autonomy was impeding emergence of close ties with the private actors reducing its 

capability to induce new industrial entrepreneurship from the private sector. Nevertheless his 
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conceptual space becomes rather blurry, since the distinction is not made. For the purpose of 

distinguishing between the intermediate cases a modified version of the conceptual space is 

illustrated below (Wright, 1996).    

 

1) The developmental state, which is the perfect case of Embedded Autonomy with coherent and 

capable state bureaucracies resembling the Weberian bureaucracy, which are closely connected to, 

but still independent from the surrounding society; 2) The Bourgeois clientelist state lacks the 

institutional feature of the Weberian bureaucracy, but still has close ties to the society. The paucity 

of an overall coherent and cohesive state apparatus has complicated the existence of embeddedness 

and thus, traditional clientelist state-society relations persist causing the state to be effectively 

captured by interest groups for rent-seeking purposes.  

 

 

 

 
Figure 2 - Theoretical Dimensions of Embedded Autonomy (Wright, 1996) 

 
3) The overdeveloped post-colonial state has – as a result of the colonial rule – inherited a relatively 

rationalized bureaucratic state apparatus that is rather competent and autonomous, but only has 

weak ties with society. The insulation from society prevents the state to access necessary 

information, tutelage, consensus building and the cajolement of potential entrepreneurs and 
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investors; and 4) The predatory state neither has a Weberian bureaucracy nor is it embedded in 

social networks with the dominant classes. The state, thus, has the unconstrained capacity to drain 

the country for economic resources by extracting large amount of otherwise investable surplus 

while providing little in regards to collective goods. In this sense, the state is largely in service for 

the self-interest of the political elites themselves (Wright, 1996; Evans, 1995).  

 

3.2 Growth alliances 
In accordance with Evans either autonomy or embeddedness may produce perverse results without 

one another, since the distinction between embeddedness and capture disappears without autonomy 

and since autonomy alone does not translate into an interest in development (Evans, 1995, p. 59). 

Nevertheless newer theories suggest that even inferior institutional arrangements can produce 

positive embeddedness, since the state and business still have strong incentives to seek cooperation 

for promoting growth and investment (Abdel-Latif & Schmitz, 2010). The notion of growth 

alliances has been welcomed both in policymaking and research communities to overcome 

implementation problems and promote economic growth. According to Adrian Leftwich (2012b, p. 

2) alliances are best understood as the critical political mechanisms for solving the pervasive 

collective action problems and he defines them as individual, groups or organizations that come 

together to achieve social, political and economic goals that they would not be able to achieve on 

their own (Leftwich, 2012a, p. 5). Alliances may be formal or informal, long lasting or transient, 

vertical or horizontal, the truth is that they are more common in everyday politics than 

conventionally recognized in policy statements (Abdel-Latif & Schmitz, 2010, p. 3). What 

differentiates alliances from relationships and networks is that alliances have been established to 

achieve particular goals, policy shifts or institutional changes. Thus, alliances are strategic 

establishments for a limited time period whereas relationships more refer to the general 

interconnectedness between politicians and business.   

 

3.2.1 Key features 
For the purpose of illustrating the key components in growth alliances, the model below was 

constructed.   
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Figure 3 - Theoretical dimensions of Growth Alliances 

 
 
Alliances can take many forms, some may be collusive and anti-developmental others may be 

growth-oriented and developmental. Such a distinction is difficult to make at first sight, which has 

also led to a universal rejection of any alliances, which is not rule-based, arm’s length and 

universalistic (Moore & Schmitz, 2008). Such a rejection is understandable when considering the 

large amount of empirical examples of crony capitalism. The examples of political elites granting 

favors and entitlements i.e. regulation that protects certain groups from competition or different 

economic privileges and benefits to certain interest groups are plentiful (Haber, 2002). According to 

Abdel-Latif and Schmitz (2010, p. 6) the formal and informal relationships need to be seen together 

rather than juxtaposed since formal relationships often are effective because of informal ties 

existing underneath and because informal ties rarely remain effective beyond the transitional period. 

Thus the question is not whether alliances are based on formal arm’s length relations or informal 
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particularistic relations. In fact informal ties can be very effective in generating investment and 

growth at a certain stage (Moore & Schmitz, 2008). The question is whether such an alliance results 

in economic growth, redistribution or predation. Economic growth concerns increased capacity of 

an economy to produce goods and services over time, thus, the distinction should be drawn between 

what effects a given alliance has on investment and economic growth. Whereas collusive alliances 

concerns redistributive or predatory mechanisms by limiting the spread of benefits to others, growth 

alliances works as a plus-sum game, where cooperation contribute to expansion the country’s 

economic pie, and the rise of new investors and entrepreneurs (Moore & Schmitz, 2008).  

 

Abdel-Latif and Schmitz (2010) identifies three key features that are required to establish a growth 

alliance: 1) a mutual interest in the sector’s growth, 2) a common understanding of its problems and 

solutions hereto: and 3) to translate willingness into actual action. A fourth key feature is added; the 

organizational capacity of the sector. Mutual interest refers to the perception that, on one hand the 

investor perceives that the government has a stake in the investment in terms of political survival, 

credibility and increased revenues. On the other hand, the state perceives that the investor needs the 

active support of the state and is capable of meeting certain performance criteria. In other words, 

both would loose out if the investment did not occur (Abdel-Latif & Schmitz, 2010). A mutual need 

does not necessarily translate into a common understanding. Evidence from their research in Egypt 

suggests that professional ties facilitated a common understanding. The ministers in question had 

expertise knowledge of the sector and the technicalities due to his professional careers with 

prominent positions in the private sector. Growth alliances based on informal ties compensated for 

weak formal governance arrangements as common social roots facilitated the coming together of 

the public and private sectors, whilst common professional background facilitated the process of 

developing a mutual interest in a sector and a common understanding of the problems (Abdel-Latif 

& Schmitz, 2010, p. 15). The willingness to take action depends on the potential of a given sector as 

well as the likelihood of tangible results in terms of increased investment, export, and job creation 

in the short term. Moreover, willingness might exist, however, limited state resources might prevent 

actual action. Organizational capacity is key to an effective growth alliance. Not only the Ministry 

in question needs to demonstrate organizational capacity also the private sector. Industries with 

high organizational capacity are more capable of aggregating their interest and act collectively and, 

thus, engage more effectively in the negotiations process with the state.  
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The organizational capacity is closely related to the actual economic structure within a given 

country - a prerequisite that Evans has been criticized for devoting little attention to (Campbell J. 

L., 1998). Evans’ treatment is tilted towards an analysis of the state structure at the expense of the 

economic structure. Nevertheless, the economic structure determines in which sectors the dominant 

classes of society are present, thus it determines in which sectors the highest level of economic 

power (due to accumulated wealth) and organizational capacity is found. Thus, societal and 

economic structures shape the ruling coalition (Whitfield & Therkelsen, 2011). The argument is 

supported by several researchers, who suggest that the economic structure has implications for how 

the ruling elite is put together and what policy actions are taken (Shafer, 1994; Chibber, 2003). The 

economic characteristics of a sector influence the policy preferences of the sector’s firms and the 

ability of these firms to overcome collective action and coordination problems (Shafer, 1994).  

Shafer (1994) suggests that in more inflexible sectors with a small number of large firms collective 

action problems are easier to overcome giving them a stronger voice vis-à-vis the political elite and 

other sectors. These sectors tend to place exceptionally strong demands on the state for protection 

and regulation that benefits the sector. More flexible sectors with many small firms, however, face 

higher barriers to collective action, which gives them a weaker voice in the social dialogue. These 

sectors are less prone to demand protection from the state (Moore & Schmitz, 2008; Shafer, 1994). 

Consequently, the economic structure also influences the likelihood of an alliance to result in 

growth enhancement.  

 

The last component of the model shows the spectrum between the local and global level that 

illustrates the different levels of complexity that constitutes growth alliances. Today alliances rarely 

comprise only stakeholders from the national level. The globalization has brought major changes to 

the division of labor between nation-states and as Evans (1995) acknowledges the development can 

no longer be seen as a national trajectory of transformation. With the global integration the state has 

become entwined with global and supranational networks and institutions of governance. One great 

example is the EU. EU operates on an intergovernmental level as well as a supranational level. 

Supranational means that rules can be made in the EU with direct impact on the Member states, 

thus Member states have yield sovereignty to the EU in certain policy areas e.g. internal market, 

agriculture and fisheries (EU, 2012d; 2004). Consequently, policy formation and implementation 

does not solely take place at the national level. In some states regulation has been used as a tool for 

the government to build and maintain alliances by extending policy favors to particular interest 
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groups and individuals and by trading policy influence and access to state privileges for political 

funds, however, supranational cooperation could complicate such practices (Whitfield & 

Therkelsen, 2011). Moreover, certain EU legislation may produce good breeding ground for new 

growth alliances, since it might encourage investment in certain sectors that have importance for the 

overall economic development of the EU. For instance the Lisbon strategy puts pressure on the 

member states to implement structural reforms in areas such as research, innovation, information 

technologies, business and human resource development (LEG, 2007). Lastly the EU may become a 

stakeholder in a growth alliance by providing financial support through its Cohesion and Structural 

funds that among others support regional and technological development (EU, 2012e). In that 

manner, EU becomes a third stakeholder since it acts as policymaker and financier together with the 

national state. This may render possible the establishment of otherwise unobtainable growth 

alliances due to additional resources. Globalization has also brought about large multinational 

corporations seeking attractive investment abroad. Hence, Growth alliances do not always involve 

local businesses. FDI has become a strategic measure for many states. This is reflected in the 

general shift in the attitude towards FDI. Most countries have liberalized their regulations on FDI 

on the expectations that it will increase employment, exports and tax revenues as well as generate 

positive spillover effects through acquiring modern technology such as product, process, and 

distribution technology along with management and marketing skills (Blomström & Kokko, 2003). 

Thus, growth alliances have to been as being potentially multilayered involving stakeholders at 

several levels of the spectrum.   

 

3.3 Summary 
Like the research itself, the theoretical framework is divided into two separate parts; one that seeks 

to examine the underlying structures and mechanisms in terms of state structure and state-society 

relations and one that introduces the notion of growth alliances as a useful tool to promote 

investment and growth in countries with weak state apparatuses. The basic idea that state and 

business are independent variables is the overall argument in this theoretical framework. The 

research is grounded in Evans’ theory “Embedded Autonomy” that argues that economic 

development requires a highly capable, coherent economic bureaucracy that is closely connected 

but still independent of the business community. The model of growth alliances complements 

Evans theory by introducing an alternative arrangement to the developmental state characterized by 

“embedded Autonomy”.  The model identifies four key features; 1) a mutual interest, 2) a common 
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understanding, 3) willingness to take action, and 4) organizational capacity a long with three other 

important components that influence the likelihood of the successful establishment of a growth 

alliance; 1) state and economic structure, 2) formal versus informal embeddedness and 3) multilevel 

alliances. The model settles accounts with the universal rejection of all close relationships, by 

embracing less institutionalized alliances between politicians and business as being effective in 

promoting investment and growth in countries with weak state bureaucracies and a low degree of 

legitimacy. For this purpose the outcome of a growth alliance needs to be clarified as increased 

investment, economic growth and job creation whereas collusive alliances seek to limit the spread 

of benefits to society, thus collusion concerns redistributive mechanisms instead of growth 

enhancement. This master thesis agree with the long-term goal that governance through informal 

relationships should be replaced with governance through formal rules and arm’s length and 

universalistic relationships, however, the purpose is not to determine the desirable long-term goal, 

but instead to examine how inferior arrangements can generate growth and economic development 

in times of crisis (Moore & Schmitz, 2008). 
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4. THE GREEK DEBT CRISIS 
 
In the fall of 2009 shortly after the general elections, the New PASOK government led by George 

Papandreou transmitted revised deficit and debt figures to Eurostat for 2005-2008 and a forecast for 

2009. The Greek authorities revised the planned deficit ratio for 2009 from 3.7% of GDP as 

claimed by the former conservative government to a devastating budget deficit on 12,5% of GDP 

far exceeding the Maastricht criteria for budget deficits of 3% of GDP (Eurostat, 2010a, p. 3). Since 

then, the budget deficit for 2009 was revised twice by Eurostat, latest in November 2010 to 15,8% 

of GDP (EU, 2012a, p. 16). The external debt was also revised for 2009 from 99,6% to 115.1% of 

GDP and later again to 129.7% of GDP (Eurostat, 2012a; 2010a, p. 14). (See appendix 4 for debt 

and deficit statistics). 

 

 
Graph 1. Debt statistics. Source: (Eurostat, 2012a) (appendix 4)  

 

The revised figures sent a shock wave through the international capital markets and Greece was 

quickly frozen out of the bond markets as the investor confidence began to crumble and major 

concerns about Greece’s ability to repay its high levels of debt took over (Nelson, Belkin, & Mix, 

2010). Allegations that the Greek governments had falsified statistics and had been concealing the 

true extent of its deficit and debt through suspicious currency swaps below market exchange rates 
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with prominent financial institutions like Goldman Sachs contributed to a further drop in investor 

confidence (Speigel, 2010a; Nelson, Belkin, & Mix, 2010). This was shortly followed by a 

downgrading of Greek bonds to junk status by two of the largest rating agencies affecting the 

interest rates for which Greece could issue its bonds (BBC, 2010b). Prior to the crisis, Greek 10-

year bond were 10-40 basis points above German 10-years bond, however by April 2010, this 

spread increased to 822 basis points (CNN, 2010; Nelson, Belkin, & Mix, 2010).     

 

4.1 External Intervention 
In March 2010, the threat of Greece defaulting on its massive debt made the Euro Zone member 

states pledge to provide financial assistance to Greece in concert with IMF and ECB (Troika). The 

outcome was a bailout package of €110bn at an interest rate of 5% - far below the interest rate 

currently charged by private investors on Greek bonds (Nelson, Belkin, & Mix, 2010). The bailout 

guaranteed large cash injections into the ailing Greek economy over the following three years in 

order to prevent Greece from defaulting on its massive debt. In exchange, the Troika insisted that 

Greece embarked on austerity measures and structural reforms in order to cut down its cost 

drastically and raise revenues so debt and loans could be repaid (EU, 2010). (See detailed timeline 

for the Greek debt crisis in appendix 3) 

 

On May 2, 2010, an agreement on a three-year program of economic and financial policies was 

announced ensuring the first loan disbursement on May 18, 2010 to be used for immediate 

repayment of matured bonds, on which Greece would otherwise have defaulted on May 19, 2010 

(Reuters, 2010d; EU, 2010). Greece committed itself to achieve a budget deficit below 3% of GDP 

by 2014. The first consolidation measures were quickly taken, however additional measures were 

required by the Troika in November after Eurostat had revised once more the budget deficit for 

2009. Moreover, the contraction of the economy had proven to be more severe than expected. The 

fiscal target for 2010 was therefore not met (EU, 2012a). More measures was needed with each 

tranche, however, by 2011, it was apparent, that the projection of Greece returning to the capital 

markets by 2012 was unrealistic (Reuters, 2011a). Greece was still incapable of financing itself on 

the capital markets and more time was needed to correct its fiscal imbalances. Despite growing 

skepticism, a new agreement with the Troika secured Greece an additional bailout package, which 

was approved on March 14, 2012 after months of tortuous and tense negotiations (New York 

Times, 2012a). The second bailout package amounted to €130bn (EU, 2012a, p. 4). An essential 
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component was the debt restructuring through the private investor involvement, which included a 

debt write-down on the private investors’ share. The result was a debt write-down of 53.3%. (EU, 

2012a, p. 47). Subsequently, the majority of Greece’s external debt is now owned by supranational 

organizations. With the new loan program, Greece committed itself to additional fiscal 

consolidation and structural reforms in order to meet the fiscal targets. Nevertheless, the actual 

debt-ratio for 2012 was 175% of GDP above the projection of 161.4 of GDP (Economist, 2012; EU, 

2012a, p. 16). Today, negotiations for the next loan disbursement is dragging on as the Troika has 

disagreements on what measures need to be taken in order for Greece to reduce its external debt to 

120% of GDP by 2020 as Troika is precarious about Greece ability to fulfill the additional fiscal 

consolidation measures and implement the long-delayed structural reforms (Athens News, 2012j).  

 

4.2 Fiscal imbalances  
Even though the outbreak of the Greek debt crisis coincided with the global economic downturn, 

the deterioration of the public finances had paradoxically been developing for years disguised 

behind impressive growth based on unsustainable drivers. Greece experienced an average real GDP 

at close to 4% from 2000-2009 (EU, 2010, p. 3). This reflected a domestic demand boom built on 

real wages increases out of step with productivity, extensive credit growth, low interest rates and 

loose fiscal policies (EC, 2012c). Domestic demand and private consumption on average amounted 

to 90% of GDP - the highest rate compared to EU-27 (OECD, 2011b, p. 25). During the six years 

prior to the outbreak of the debt crisis government expenditures grew with 87%, whilst government 

revenues only grew by 31% widening the discrepancy between expenditures and revenues 

significantly (MinFin, 2010a).  

 

Greece’s adoption of the Euro in 2001 gave an unseen reduction in interest rates. Following the 

announcement by the Greek government in 1994 that it intended to fulfill the Maastricht criteria, 

the nominal interest rate on 10-years Greek bonds declined from about 20% to 3.5% in 2005 

(Kouretas, 2011, p. 1). Moreover, several benefits derived from the Euro as it strengthened the 

investor confidence to the Greek economy as the Euro not only granted them dispensation from a 

number of risks such as different exchange rates, but it also gave some kind of perception of 

stability (Nelson, Belkin, & Mix, 2010). Hence, the EMU entry gave Greece access to artificially 

cheap credit as well as increasing the ability to borrow money in the international capital markets. 

Moreover, the fact that Greece had a higher inflation rate than the Euro average translated into even 
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lower real interest rates (Milios & Sotiropoulos, 2010). Thus, over the past decade Greece has relied 

on external financing for funding its growing budget and current account deficits. Thus, masking 

serious weaknesses in the economy such as low competitiveness, and productivity, unfavorable 

business environment and a dysfunctional tax and juridical system (EC, 2012c).    

 

The outbreak of the debt crisis brought to the surface a dual challenge of fiscal imbalance and low 

competitiveness. Before 1980, external borrowing was only used for investment purpose, however, 

after PASOK came to power in 1981 external borrowing became a tool to boost consumption in an 

effort to raise the living standard of Greeks. By mid 1990’s the external debt had gone from 25% to 

nearly 100% of GDP (Kouretas, 2011, p. 4). This trend was only temporarily interrupted by the 

socialist government’s commitment to comply with the Maastricht criteria in the period 1994-1999. 

Greece’s budget deficit and external debt level continued to exceed those permitted by the rules in 

the EMU. This was rendered possible by the lax enforcement of the Maastricht Criteria, which 

meant that no country was imposed any financial sanctions despite the fact that several member 

states do not comply with the criteria (Nelson, Belkin, & Mix, 2010).   

 

4.2.1 Economic Adjustment Program 
The overall objective of austerity measures and structural reforms is to restore investor confidence 

by addressing this dual challenge. Major structural deficiencies and a clientelistic culture have 

caused a laxness of the revenues collection mechanisms, expenditure overruns and data collection 

(MinFin, 2010a). Thus, while the government has shown great inability to collect taxes from its 

citizen, the expenditures have been growing rapidly. In 2009 alone the expenditures to wages and 

pensions grew by 11,5%, social insurance expenditures by 28% and operation expenditures grew by 

21,5% (MinFin, 2010a, p. 20). This was to be done through implementing considerable fiscal 

consolidation and structural reforms in an effort to meet fiscal targets demanded by the Troika. 

Greece did achieve substantial reduction in its budget deficit from 15.8 of GDP in 2009 to 9.3% in 

2011 by imposing a range of austerity measures - estimated to be worth 16.8% of GDP in the period 

2010-2011 (EU, 2011b).  

 

One of the major concerns is the large and ineffective public sector that has been burdened with 

mismanagement, corruption and overstaffing along with real wage increases out of step with 

productivity. In this regard some measures has been taken to consolidate and modernize the public 
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administration. Between 2009-2011 the public employment shrunk with 56,000 civil servants a 

7,8% drop1, nevertheless the reduction has been slower than anticipated, also when compared with 

the drop in the total employment of 544,000 (12,2%) in the same period (EU, 2012a, p. 36; ElStat, 

2012; Athens News, 2012b). Only in 2010 civil servants was been cut in wages by 13.6% while 

employees in state enterprises have been cut by 9.7% (Matsaganis & Leventi, 2011, p. 9). For 

instance, in 2010, the 13th and 14th salaries were replaced with a flat rate totaling to EUR1000 solely 

for public employees earning a gross monthly salary below EUR3000 (Matsaganis & Leventi, 

2011, p. 9)Moreover, special allowances were reduced by 8-20% a long with the introduction of a 

salary cap sat at €5,981 a month. Finally, in 2011 a universal pay scale was introduced in the public 

sector, which will intentionally, reduce the wages for most public employees averaging to 17% 

(EU, 2012a; Enet, 2011). However, the reform does not cover professions under the “special wage 

regime” which includes judges, diplomats, doctors, professors, police and armed forces. Around 

195,000 employees have benefitted from the “special wage regime” accounting for one-third of the 

total public wage bill (Athens News, 2012i). The Government is committed to include these 

professions in the unified wage grid by introducing an average reduction of 8-12% in the special 

wage regime (Athens News, 2012i).  

 

A relatively generous pension system is yet another concern that burdens the public budget. The 

pension system allowed only 35 years of contribution relative to 44 years in the UK. Moreover, the 

average pension amounted to 96% of the previous Gross income (OECD, 2010, p. 5).  Additionally 

the system is fragmented favoring public employees over private sector, unionized over precarious 

workers and liberal professions over wage earners. It has contributed to a high poverty rate of 23% 

amongst senior citizens (Matsaganis & Leventi, 2010, p. 2). In 2010, a pension reform introduced a 

nominal freeze of pensions at their 2009 level as well as the replacing the 13th and 14th salaries with 

a flat-rate totaling to €800 a year to pensioners aged over 60 and receiving a pension below €2,500 

per month (Matsaganis & Leventi, 2011, p. 10). Moreover, a basic pension fixed a €360 per month 

in 2010 prices was implemented (Matsaganis & Leventi, 2010, p. 8). The average pension was to be 

reduced to a maximum of 70-75% of the previous gross income and the retirement age raised to 65 

years (OECD, 2010). In November 2011 the Government removed hundreds of professions from a 

list of hazardous and arduous occupations that had grown out of hand as ministers would add 

                                                
1 . The 2010 census recorded a total number of 768,000 employees. The government target is 150 000 staff reductions 
by 2015 (Athens News, 11. April 2012).   
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occupations to win votes. By 1989 there was a total of 580 professions on the list2. These were 

entitled to early retirement. (Athens News, 2011g).  

 

A third concern is the high level of tax evasion in Greece, which is the result of a large shadow 

economy amounting to 25-30% of GDP (OECD, 2011b). Part of the problem is undeclared work; a 

recent study shows that 10% of the entire tax population underreports their actual income while 

income underreporting for self-employed (e.g. professionals and farmers) averaged to 33% 

(Vasardani, 2011, p. 16). The overall attitude of certain professional groups has led to systematical 

avoidance of declaring true incomes. In 2009, 83% of the self-employed declared incomes below 

€10,0003 and 47% declared no income at all (Vasardani, 2011, p. 19). Moreover, 44% of firms 

reported zero profits in 2009 (Vasardani, 2011). The high level of tax evasion translates into weak 

government revenues. For all the progress in cutting expenditure, raising revenues has not been 

satisfactory despite the introduction of a new tax law in 2010 that raised the top bracket tax from 

40% to 45%, for annual incomes above €100,000 (Matsaganis & Leventi, 2011, p. 9). Initially, the 

tax-free threshold remained at €12,000, however it was reduced to €8,000 in June 2011 and then 

further reduced to €5,000 (Athens News, 2011i). The same law abolished the special tax regimes 

ranging from 5 to 20% on public allowances and on certain professionals groups, such engineers, 

architects, artists, taxi drivers, truckers, gas station owners, parliamentarians, judges and kiosks 

(Eurobank, 2010; Reuters, 2010a). These professional groups additionally benefitted from a 

threshold of €20,000 and a progressive tax with a rate of 30% for incremental compensation in 

excess of € 150,000 and € 60,000 (To Vima, 2010). An attempt to cope with tax evasion was the 

introduction of a mandatory “Vat Receipts Regime” that made it mandatory to present receipts 

worth at least 25% of their declared income. The aim was to fight undeclared work and force shop 

owners to issue the receipts (Athens News, 2012e). Lastly, indirect taxes were raised from 19-23%. 

Nevertheless, in 2011 revenues declined from €50.857 billion to €49.993 billion (Forbes, 2012; 

Bloomberg, 2011) 

 

Consequently, by decreasing the real disposable income through expenditure cuts and increased tax 

rates, domestic demand has, in real terms, shrunk by 9% and private consumption has equally 

                                                
2 Among the professions taken off the list are Administrative staff at prisons, Pastry chefs, bus ticket inspectors and bus 
station attendants, Maids, Hair-stylists, Cashiers at the supermarket, taxi drivers outside Athens and Thessaloniki and 
Cleaners at state-owned office buildings (Athens News., 5 January 2011).   
3 In 2009 the threshold for self-employed was €10,500. 
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contracted by 7¼ % in 2011 (EU, 2012a, p. 11). The dual challenge needs to be counterbalanced. 

The Greek economy has lost competitiveness after EMU entry due to high wages and price inflation 

as well as no option for devaluation. This is reflected in the large current account deficit soaring to 

15.04% of GDP in 2008 relative to 7.89% in 2000 (WDB, 2012). Over the past decade 

competitiveness has deteriorated by 18-20% from 2000 to 2009 (Malliaropulos & Anastasatos, 

2011). According to the Global Competitiveness Index 2010-2011 Greece was the least competitive 

country in the EU ranking as number 71 on the world list (WEF, 2011a). In 2000 Greece ranked as 

number 34. The appreciation of wages and prices was higher in non-tradable sectors (public 

services, construction, etc.) than in the tradable sectors (industry, shipping, tourism), which caused 

a shift of activities and resources from export-oriented sectors to the service sector including the 

public sector. This has left Greece to rely primarily on sectors with low technology content and 

quality rather than on more value-added sectors, which are less price sensitive. The domestic 

demand boom was dealt with by increased import substitution, since Greek goods had become more 

expensive competitive relative to foreign product. (Malliaropulos & Anastasatos, 2011).  

 

Additionally, Greece suffers from being a heavily regulated economy with a large share of state-

owned enterprises and closed professions (OECD, 2010). In the rescue plan ambitious structural 

reforms including a privatization program was intended to improve competitiveness. However, 

Greece has not completely adhered to the agreement causing been major delays to structural 

reforms. According to IMF chief Christine Lagarde major delays in the privatization program and 

the liberalization of closed professions have severe consequences for the Greek economy 

(EUbusiness, 2012b). 

 

In 2010, PASOK announced a wide-ranging privatization program, spanning from state holdings’ in 

rail and road transport, airports and ports, utilities, gaming and public real estate (MinFin, 2010b). 

The government sought to raise € 50bn by end 2015 through this privatization program, however 

the progress has been slower than expected due to negative market condition with investor showing 

little interest in Greek state assets as well as delays in intermediate steps such as the restructuring 

loss making enterprises, state aid clearance, regulatory changes, trade union resistance etc. Only 

€1.6bn was raised in 2011. Thus, the target was revised to €19bn (EU, 2012a, p. 31). Moreover, 

PASOK did never take full ownership of the plan, but instead passed in onto the Troika stating that 

PASOK had little option but to introduce the ambitious privatization plan. However, privatization is 
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urgent. As of 2010, Greece counted 74 state-owned enterprises - many of which are producing large 

annual deficits due to low productivity, overstaffing and unsustainable wage levels (OECD, 2010). 

Financial data from 2009 shows that the average wages in state enterprises is twice the average in 

the private sector and above the average of the public sector pay (MinFin, 2010c). As the table 

below illustrates the average annual wage at Athens-Pireaus Electronic Railways was €56,554 

relative to the average annual salary of €14,913 for wage earners (Vasardani, 2011, p. 19) 

Moreover, the payroll at five out of eleven loss-making enterprises even exceeded revenues 

(MinFin, 2010c).  

 

 
Table 1: most loss-making SOEs in Greece (2009) Source: (EU, 2010) 

 
Nonetheless, the new Government has uttered that they intend to revive the long-stalled 

privatization program. On October 31, 2012, a new privatization law was narrowly approved in the 

Parliament with 148 deputies backing it and 139 deputies against the measures (World Bulletin, 

2012). The law aims at speeding up and simplifying privatizations, as well as reverse a previous 

obligation by Greece to maintain a minimum stake in certain state-owned companies e.g. Hellenic 

Petroleum SA, Public Power Corp., the State Lottery company, the Athens and Thessaloniki water 

authorities, the Greek postal service and the Piraeus Port Authority (WSJ, 2012a). 

 

Moreover, In Greece there is more than 150 closed professions ranging from lawyers, pharmacists, 

notaries, architects and engineers to taxi drivers, truckers, guides, newsstands owners, scuba divers 
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and fashion consultants (EU, 2011a; Athens News, 2011f). These professions enjoy several 

privileges and benefits as well as regulation dictating geographical proximity, opening and closing 

hours, setting minimal prices and the issuing of operation licenses (Micha, 2011a). This has 

distorted competition and discouraged investment and entrepreneurship. Former General Director at 

IOBE, Mr. Stournaras stated, "Closed professions are monopolistic market organizations that 

operate contrary to the principles of market economy. Shipments of goods and the cabotage in 

ferries are an example of two sectors from which the Greek economy loses billions of unassimilated 

income, taxes and fees (GR Reporter, 2010). The government did take the first step in 2010 by 

opening up the trucking industry. Moreover, on July 2, 2011 a legislation was passed, which 

effectively abolished all restrictions pertaining to the number of licenses that had to be issued for 

any given profession, as well as geographical restrictions (Athens News, 2011f). This was followed 

by an announcement from the highest administrative court that all closed professions in Greece 

were unconstitutional (Athens News, 2011f). Still, the law has not been effectively implemented 

(Reuters, 2012d). According Mr. Stournaras “the problem is that the law that liberalizes a 

profession passes through parliament and then the implementation law includes such complicated 

rules and regulations that it is effectively not open," (Reuters, 2011b). Additionally, the public 

administration appears to be reluctant to implement the legislation for bowing to the demands of 

powerful trade unions interested in status quo (Ekathimerini, 2012; Reuters, 2011b). The Troika 

inspection in July 2012 confirms this stating that the program has not produced the desired results 

because it was not implemented in practice (Reuters, 2012d).   

 

4.3 Social Unrest 
The social crisis deriving from the economic dismal in Greece is non-neglectable. For decades state 

resources have been distributed unevenly, which have led to a growing inequality and a growing 

unemployment in Greece. The situation has deteriorated after the outbreak of the debt crisis. Today, 

the unemployment has reached 24.4% and the country now holds the highest youth unemployment 

rate in Europe at 55.4% (Ekathimerini, 2012). It is estimated that more than one-third of the Greek 

population now lives in poverty and this number does not take into consideration the increase in 

homeless people in Greece, which has soared by an estimated 25% since 2009, leaving more than 

20,000 people without roof over their heads (BBC, 2012a; Guardian, 2012a). The new homeless 

people is not solely people with psychological problems or a drug or alcohol addiction, they are 

well-educated and well-dressed people, who have lost their jobs and have failed to pay off their 
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credit cards and mortgages (BBC, 2012a). Subsequently, more than 500,000 people has emigrated 

and suicides has gone up, in fact Greece has the fastest growing suicide rate in Europe showing a 

40% increase in the first five months of 2011 (Athens News, 2011h). The tough austerity measures 

have unquestionably contributed to horrific statistics and have caused considerable social unrest. 

Consequently, a cascade of strikes and demonstrations has hit Greece since 2009 one of which had 

a fatal outcome with three bank employees being killed in May 2010. During the year 2011 the 

police recorded 5,910 public demonstrations and strikes throughout the country, in particular in the 

period leading up to or following the next loan disbursement (Ta Nea, 2012). Aside from the 

general frustration and discontent among the Greeks, certain powerful interest groups closely linked 

to the political elite have shown fierce resistance to any fiscal consolidation or structural reforms 

that could threaten their privileges. Some of the most noticeable strikes have been the endless 

public transportation stoppage, which has disrupted all public transportation services ranging from 

busses and metro to ferries and flights. For instance, in December 2010, the government announced 

measures in order to restructure state-owned enterprises by introducing a cap to public salaries at 

€4,000 and impose 10% cut on public salaries above €1,800 a long with curbing with 

unquestionable allowances given to public servants (Athens News, 2010d). As a consequence, trade 

unions announced almost daily work stoppages disrupting public transportation and hampering the 

commercial sector severely, since many customers were prevented from going Christmas shopping 

in downtown Athens. In the same period local garbage collectors at a landfill outside Athens went 

on strike for weeks causing tons of uncollected garbage to pile up, as they demanded the renewal of 

100 short-term contracts (Athens News, 2010c). The liberalization of the closed professions has 

likewise led to strikes. In April 2012, the Pan-Hellenic Seamen Federation held a two-day strike in 

order to protest the abolishment of the cabotage regime, which impeded competition in the cruise 

industry and ensured the shipmen employment on non-EU cruise ships. The strike brought most 

ferry services to a halt during the most important orthodox holiday – the Easter holiday - causing 

havoc for the many Easter travelers and tourists as well as Greek farmers who lost thousands of tons 

of consumable goods due for delivery. The two-day strike caused some €15 million of damage 

(Athens News, 2012c). Back in 2010, the powerful union of truck drivers ferociously opposed the 

liberalization of their profession, which resulted in damaging strikes and protests, fuel shortage, 

stranded thousands of tourist and disrupted supplies of food and medicines nationwide (Reuters, 

2011b; Guadian, 2010c). Again in 2011, the tourism sector was hit and used as a bargaining chip 

for the powerful union of taxi drivers when they held a two-week nationwide strike during the peak 
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season. Taxi-drivers blocked roads, tollbooths and entries to the ports of Piraeus and Patras 

preventing people from reaching the ferries to the islands. The main road leading to Athens 

International Airport was also blocked by 2000 taxi drivers causing many tourists to miss their 

flights. Protesters also blocked gates to cruise ship docks preventing some 15,000 visitors from 

disembarking the ships (Guardian, 2011; Reuters, 2011c).  

 

4.4 Political crisis 
By looking solely at the economic aspects of the debt crisis underlying structures and mechanisms 

have been ignored. Greece is also undergoing a political crisis. The roots of the political crisis can 

be traced back to the restoration of democracy in 1974 (Pappas, 2010; Pelagidis & Mitsopoulos, 

2011). This crisis, as I define it, represents both a political crisis in the sense of legitimacy of the 

political parties and substantial reform failures over the past decades. Both deeply rooted in a Greek 

political culture of populism and clientelism (Pappas, 2010).  

 

In December 2008, Downtown Athens was erupted by riots, which shook Greece and the rest of the 

world. Ostensibly, the trigger was the shooting of a 15 year-old boy by police forces. Nonetheless, 

it quickly became apparent that these riots and demonstrations were manifestations of a longer-term 

sense of frustration amongst young Greeks faced with a rather bleak everyday life and future 

prospects in terms of an inadequate educational system, high unemployment rates, low security and 

low wage levels (Featherstone, 2009b; Tsalikoglou, 2009). The main grievances were directed 

against the perceived incapacity and unwillingness of the political parties to provide change and 

reform along with the endemic corruption, clientelism and nepotism throughout the political-

administrative system (Featherstone, 2009b). Since 1974 Greece has been governed almost 

exclusively by the centre-right New Democracy (ND) and the Centre-left PASOK, which - except 

from an unsuccessful five-month coalition government in 1989 - have shaped Greece for the past 38 

years by forming single party governments (Malkoutzis, 2010a). Over the past decades clientelistic 

ties between political parties and their electorate, either on an individual level or as a group or a 

union have been shaping the Greek economy and prevented the implementation of necessitous 

structural reforms. Hitherto, an “unwritten social contract” has been dictating Greek politics in the 

sense that the voters turned the blind eye to the waste and corruption and left the politicians alone, 

in return, the governing party would reward its voters with job positions in the public sector or 
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regulation, which favored particular interest groups (Spiegel, 2012a; Micha, 2011a). Moreover, 

politicians have repeatedly been involved in large corruption scandals4.  

 

The delays in structural reforms should not come as an surprise, when considering that Greece has 

shown low reform capacity for decades, which is grounded in the clientelistic political culture, as 

the government purpose repeatedly has been undermined by lack of political unity and conflicting 

needs of powerful interest groups that have had the power to slow down or even veto policy 

changes (Featherstone, 2009b). There exists little incentive for Greek ministers to implement the 

government’s program, thus they only abide as long as the legislation to be implemented does not 

tarnish their personal public image and negatively affects their reelection chances (Sotiropoulos, 

Featherstone, & Colino, 2011). The list of ill-fated or ineffective reforms is lengthy, including 

pension system reforms, privatizations, and labor market reforms. As mentioned above, the 

implementation of reforms have run against entrenched interest groups with strong motives to 

maintain the status quo and oppose any reforms that would lead to a loss of rents for these groups 

among these are the two major trade unions and the smaller unions of closed professions (Pelagidis 

& Mitsopoulos, 2011; Featherstone, 2009a). There is a lack of an overall governmental purpose and 

implementational strength. Moreover, social the social dialogue has been distorted towards these 

powerful interest groups, leaving the likely winners of more neo-liberal reforms at bay 

(Featherstone, 2009b).  

 

However, this culture of “favors for votes” is drawing to a close since the national treasury has 

dried up and the pressure is growing for fiscal consolidation and structural reforms demanded by 

the Troika. The clients have become less forgiving and less tolerant with corruption in the political 

system, as the political parties have stopped handing out benefits and jobs to their voters (New 

York Times, 2012a). The problem is that there is no new order to replace a discredited political 

system and its contract with society, which are coming to end (New York Times, 2012a).  

 

4.4.1 Political change 
As negotiations on a second bailout package were dragging on, the resentment for the fiscal 

consolidation and the major Greek political parties grew significantly. Consequently, on October 

                                                
4 According to Transparency International’s Corruption Perception Index 2012, Greece ranks as number 80 together 
with Thailand, Colombia, El Salvador, Peru and Morocco out of 183 countries. (TI, 2011) 
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31, 2011 Prime Minister Papandreou announced a referendum to approve the second bailout 

package. The referendum was later cancelled after Papandreou survived a crucial confidence vote in 

the Greek Parliament signaling approval of the comprehensive debt deal with the Euro group (FT, 

2011). Nonetheless, on November 9, 2011, Papandreou resigned as Prime Minister in order to 

facilitate the process of forming a coalition government, since opposition leader Antonis Samaras 

had made clear that ND had no intention to participate in any negotiations with Papandreou as 

Prime Minister (New York Times, 2011b). A non-political caretaker government led by Lucas 

Papademos took office with the single purpose of securing the second bailout package. After having 

fulfilled the task the caretaker government called for general election on May 6, 2012 (FT, 2012a). 

The main political theme of the elections was the tough austerity measures splitting the political 

parties into two opposing political camps: those supporting the EU-IMF memorandum and those 

opposing it. The two major parties joined forces with the aim of securing Greece’s future within the 

Euro Zone; nonetheless the growing unpopularity of this political elite along with the discontent 

and frustration over the austerity measures became very explicit during the two rounds of general 

elections (Malkoutzis, 2012b). Alternative political parties that claimed to represent the anti-

memorandum camp rose in popularity, in particular, the radical left coalition SYRIZA, the far right 

party, Independent Greeks and the neo-fascist party Golden Dawn (Malkoutzis, 2012b). After the 

elections on May 6, the political parties failed to form a government and a new caretaker 

government was sworn in led by Council of State Chairman, Panagiotis Pikrammenos until the new 

elections on June 17. (Athens News, 2012d). Eventually, after seven week of political vacuum, the 

wining political party ND succeeded in forming a coalition government with PASOK and the 

Democratic Left – all of which were committed to the adherence to the Euro zone and the 

memorandum. Nevertheless, the new coalition government’s promise of a “new face” has fallen 

short of expectations as several members of the old guard of a discredited political system was 

sworn in on June 21, 2012 (Athens News, 2012f).   

 

4.5 Today  
Greece was expected to return to the international capital markets this year, however, the financial 

situation has not improved sufficiently. More time is needed to correct the fiscal imbalances in the 

Greek economy. Following two bailout packages and a debt write-down the Greek debt reached 

175% of GDP in 2012 and is expected to increase to 192% of GDP by 2014 (Børsen, 2012). The 

progress in regard to the implementation of the fiscal consolidation measures and the structural 
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reforms has been mixed (EU, 2012a). The severe contraction of the economy and the revised budget 

deficits meant that fiscal targets were not met. This was tried compensating for by adding additional 

measures. However, in October 2012 deficit and debt figures were once more revised  - this time for 

2011 - to 9.4% of GDP and 170.6% of GDP respectively (To Vima, 2012). For the past months, 

Greece has been waiting for the next loan disbursement, however, negotiations have been 

deadlocked between the EU and IMF due to disagreements on how to reduce Greece’s overall debt 

delaying the next loan disbursement worth €31.5 billion. The EU is only willing to consider lower 

interest rates and longer debt repayments, while the IMF is pushing for debt write-down (Reuters, 

2012e). On November 16, 2012 Greece narrowly skirted off yet another default on matured debt. 

  

 
According to the EU Commissioner, Olli Rehn, weak administrative capacity and lack of political 

unity were two Achilles' heels in the first EAP (EUinside, 2012). Consequently, As a result of the 

major delay in privatization (...) and the limited revenue collection, there’s a financing gap 

(EUbusiness, 2012b). However, for decades Greece has demonstrated low reform capacity and lack 

of political continuity, thus the disappointing results needs to be understood by looking at the 

structured human agency i.e. the political elite and the social forces, which have left Greece with 

discredited political system and a social contract with society that for decades have skirted off even 

the most well intended reforms. 
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5. GREECE – A CASE OF EMBEDDED AUTONOMY?  
 

In accordance with Evans’ argument that Autonomy and Embeddedness are interdependent 

preconditions for economic development, the following chapter seeks to examine imbalances in the 

combination of these two features in order to determine the theory’s explanatory power in regard to 

the current financial situation in Greece.    

 

5.1 An autonomous state? 
The fall of the right wing Military Junta in 1974 brought about the first fully competitive political 

democracy in Greece constituting a major break with the tormented political life, the civil war as 

well as the political authoritarianism, where large part of the Greek society had been excluded from 

the political system due to their association with the vanquished side of the civil war (Kalyvas, 

1997). After almost 40 years of conservative governments, the new socialist party PASOK rose to 

power in the general elections in 1981 claiming to represent the social strata which political 

representation had been thwarted in the past (Kalyvas, 1997). However, the conflictual political 

history meant that state building took place in a highly polarized environment in which the 

political-administrative system suffered from a low degree of legitimacy. Consequently, this low 

degree of legitimacy has come to characterize the political-administrative system a long with other 

old political habits such as clientelism and corruption, which have reinforced the legitimacy deficit 

and undermined institutionalization creating a gap between formal and informal practices.    

(Micha, 2011a; Spanou, 1998).  
 

 
It is a common view that the public administration in Greece suffers from some deficiencies, which 

have undermined important Weberian bureaucratic features and an overall strategic vision for 

economic development in Greece – both indicators for an autonomous state (Papadoulis, 2006; 

Spanou, 1998). One of the key elements in the East Asian miracle was the existence of meritocratic 

recruitment procedures. However, in Greece meritocracy has become a victim of political 

clientelism that has been an organizing principle in the political and economic life in Greece since 

the formation of the Greek state in 1830 (Micha, 2011a; Mavrogordatos, 1997). Public employment 

has always been done through political favors – known as rousfeti - in order to secure re-election 

for politicians. Almost no politician is elected without the alliances through rousfeti. (…). 
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Government grants and public work projects have been given to friends. Traditionally, it has been 

through rousfeti that jobs were arranged for relatives, admission to special schools were secured 

for children of supporters, red tape was quickly cut for those to whom a favor was owed” 

(Manolopoulos, 2011, p. 83). However, after PASOK won the elections in 1981, the face of 

clientelism radically changed as PASOK sought to settle accounts with the exclusivism of post-war 

governments. Hence, by using populist rhetoric PASOK incorporated previous excluded strata into 

the administrative system in the name of “Social justice”,  ”National necessity” and as “Acquired 

rights” (Micha, 2011a). This inclusion was not done through traditional clientelistic practices, 

where the patron-client relations were interpersonal; instead the individual politician was replaced 

by a political party, as a collective patron (Mavrogordatos, 1997). Consequently, the Greek state 

quickly became penetrated by the major political parties since patronage networks were reorganized 

through the abuse of their mass-party organization – a phenomenon that has been referred to as 

“bureaucratic clientelism” (Lyrintzis, 2005; 2011).  

 

Clientelistic practices have not only translated into a continuous bloating of the public sector with 

little attention to the match between the recruits’ profiles and the administration’s needs it has also 

undermined the technical capacity (Spanou, 1998; OECD, 2011a). Professor Mavrogordatos (1997) 

argues that PASOK undermined the core of meritocracy by eliminating competitive examinations 

and personal evaluations by for instance the introduction of Law 1648/1986 that dictated the 

compulsory hiring of disabled people, veterans, war victims and members of families with five or 

more children in permanent positions, thus justifying the hiring of PASOK’s own electorate in the 

name of “social Justice”5. He further accuses both major political parties for having handpicked 

candidates through party channels – candidates that were not disabled, but merely certified as such 

by partisan medical authorities (Mavrogordatos, 1997). 

 

Some efforts were done to curb with clientelism and improve technical capacity. For instance, in 

1994 a formal recruitment system was introduced where selection criteria were based on skills and 

qualifications. The formal recruitment is now done by an independent authority: the Supreme 

Council for Personnel Selection that is to ensure impartial and transparent procedures (OECD, 
                                                
5 The law required that in public services, public legal entities and local authorities 5% of the vacancies were reserved 
to disabled workers without any formal competitive procedures. Moreover, the law dictated that Greek and foreign 
enterprises as well as state-owned enterprises with more than 50 people had to employ war veterans, disabled war 
veterans and war victims to amounting to 4% of the actual workforce and disabled people amounting to 3% irrespective 
of vacancies. Hellenic Republic. (1986). Νόµος 1648/1986. Athens: Official Journal of the Hellenic Republic. 
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2011a). The overall reform can be considered a success, however, amendments to the law have 

restricted its impact, since clientelistic hiring still takes place by using temporary contractual 

appointments, which do not require formal examinations (OECD, 2011a; Mavrogordatos, 1997). 

Moreover, another amendment continues to be the law exempting certain social groups from 

competitive examination, which despite its replacement by law 2643/1998 still dictates the 

percentage of vacancies reserved to groups with special needs (Mavrogordatos, 1997; Disabled.gr, 

2009).  

 

Efforts to qualify for the EMU translated into tightening of recruitment on several occasions. Thus, 

between 1997 and 2002 the general government employment only grew by 6000, however, between 

2002-2008 employment in the general government increased substantially once again with 51000 

new employees demonstrating how the EMU entry provided Greece with alternative solutions to 

stabilize its macroeconomic imbalances (OECD, 2011a, p. 71). Prior to the election in 2009 the 

Athens public transit authority posted 72 immediate openings for tram operators. According to 

Leandros Rakintzis, a General Inspector for public administration 150 people ended up getting a 

position - That was clearly an election gift. (GR Reporter, 2012; Christopoulou & Monastiriotis, 

2011)6. Nepotism is also thriving in Greece e.g the ministry for Rural Development hired 269 

people in a single weekend prior to the same elections. Amongst these were 18 of Minister 

Hatzidakis’ own relatives. The same occurred with the opening of the new Acropolis Museum in 

2009, when Antonis Samaras was Minister of Culture. The majority of the employees were from 

the Peloponnesian villages Kalamata, which happened to be the hometown of Antonis Samaras 

(Manolopoulos, 2011).  
  

Another key element in the Asian miracle was coupling together the corporate goal with individual 

performance to enhance individual incentive for the overall performance of the public 

administration (Evans, 1995). In Greece, this coupling has been incomplete. The Constitution of 

Greece protects civil servants from political interference dictating that - apart from a few 

exemptions - all civil servants enjoy lifetime tenures with protection from transfers and lowering in 

rank and dismissal (OECD, 2011a, p. 70). Thus, the combination of permanent job positions, 

                                                
6 Another example is the Attiko Metro company in Athens, which according to the General Inspectorate of Public 
Administration, two months before the October elections hired 210 employees thereby increasing its workforce by 14% 
in these two months alone (and by 24% since January 2009). This brought the workforce to 110% of that predicted in 
it’s own Operational Plan (Christopoulou & Monastiriotis; 2011). 
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clientelistic practices and overstaffing have detached career advancement and rewards from 

performance level and, consequently, nurtured a low work ethos amongst public servants (FT, 

2009; Manolopoulos, 2011). In spite of Greeks’ preference for employment in the public sector, 

which also means that the state has been capable of attracting some of the brightest minds, this does 

not translate into improved technical capacity nor improved overall performance (Manolopoulos, 

2011). Any incentives aligned with individual performance assessment in terms of salary, career 

and mobility is largely absent in the public sector (Meghir, Vayanos, & Vettas, 2010; OECD, 

2011a). Instead promotion is more likely to be linked to seniority and political affiliation (OECD, 

2011b; Sotiropoulos, 1994).  A research conducted amongst high-ranked civil servants shows that 

the majority believed that political party affiliation had a great impact on promotion of civil 

servants, whereas less than 10 percent believed that political affiliation did not affect one’s career 

advancement. This has a negative impact on the technical capacity as highly qualified young 

university graduates are unable to reach higher ranked position in the public sector, despite the fact 

that they have entered the civil service through formal competitive examinations (Papadoulis, 

2006). The promotion system has for long been opaque and politically motivated despite the 

introduction of objective criteria (Law 3 839/2010) (OECD, 2011a, p. 79). 

 

As with promotion, salaries are not linked to individual performance, in fact salaries in the public 

sector far exceed the ones attainable in the private sector. The pay in the public sector is on average 

almost one and half times higher than in the private sector (IMF, 2012). These premium salaries are 

given irrespective of the skills and characteristics, which once again have been accused of being the 

result of political favors (Christopoulou & Monastiriotis, 2011). Since 1981 annual income 

increases has been given without any linkage to productivity; in 2007 the public servants basic pay 

was increased by 3,5% and once again in 2008, the salaries increased by 4,5% and pensions by 

additional 5% (Manolopoulos, 2011, p. 85; EIRO, 2009b). On paper, trade unions are excluded 

from the wage bargaining process by law; nevertheless, a significant politicization of trade unions 

means that indirectly trade unions exert a strong influence on the public pay (Christopoulou & 

Monastiriotis, 2011; EIRO, 2009b). Occasionally, governments have favored certain segments of 

the public sector, which has caused the basic pays to also become disparate within the public sector 

e.g. the basic pay in state enterprises is over twice as high as in the central government 

(Christopoulou & Monastiriotis, 2011). Moreover, extra bonuses are given without any relevance to 

individual qualifications; some 80 officers were getting postgraduate benefits even though they had 
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no postgraduate degree, others received “IT specialist” bonuses with out having any knowledge 

hereof and the again others received bonuses for going upstairs or being on time (Manolopoulos, 

2011). Most recent figures show that the total public wage build amounts to €13 billion: salaries 

counts for €7 billion and the bonuses for €6 million (Manolopoulos, 2011, p. 86). Former Finance 

Minister Papakonstantinou once stated, The public sector pay system has indeed many elements that 

have nothing to do either with common sense or with common perceptions of fairness 

(Christopoulou & Monastiriotis, 2011, p. 2). 

 

Extensive legal formalism has resulted in an unmanageable and self-contradictory body of 

regulation and an organizational sprawl of public agencies where new structures are created in 

response to new needs or funding opportunity whilst obsolete structures are seldom removed 

(OECD, 2011a).  A known example is the public agency at Lake Kopais that was established back 

in the 1950’s for the purpose of overseeing the draining of the lake and the construction of a new 

road. This task was completed in 1957, however, today the agency still have 30 full-time 

employees. Moreover they advertise for new staff every year (Manolopoulos, 2011). It is estimated 

that such  “ghost” agencies employ around 10.000 people with annual expenses for the state of 

some €250 millions (Reuters, 2012b)Examples of such ghost workers are just as plentiful as 

examples of declining activities that have been maintained, such as job positions where the sole job 

is to record the arrival of documents in the ledger despite the fact that we at present day have e-

mails (New York Times, 2011a). 

 

The last key element in the East Asian miracle was the presence of a lead pilot agency that 

possessed the necessary bureaucratic features and had the capacity to undertake effective economic 

development. Evans talks about “pockets of efficiency”. In Greece, however, such pilot agency is 

largely absent. Greece lacks key institutions with an overall authority and capacity to impose a 

common strategic vision for economic development and a common direction of public policies 

(OECD, 2011a). A national economic development project has been undermined by discontinuity 

and lack of political commitment due to alternating single party governments, clientelistm 

excessive legal formalism and weak audit and control mechanisms (Papadoulis, 2006; OECD, 

2011a). In Greece key institutions are said to be the General Secretariat of the Prime Minister and 

the Secretariat of the Government a long with the Finance Ministry and the Ministry of Public 

Administration Reform (OECD, 2011a, p. 9). However, none of these institutions have managed to 
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secure the needed leadership nor develop, promote and execute a national strategic vision. Policy 

coherence and collective commitment between ministries or within the ministry itself is largely 

absent (OECD, 2011a, p. 17). Fundamentally, there is no ownership of the reform agenda nor is 

there sufficient capacity to coordinate and collaborate between key institutions (OECD, 2011a, p. 

46). The extensive legal formalism, which was intended to secure integrity and protect the central 

administration from political interference, did however not lead to standardization, formalization 

and predictability. Irrespective of centralized political-administrative it perpetuated a high degree of 

fragmentation while neutralizing control and sanction mechanisms as the complex legal framework 

contradictory and inconsistent. It stands in the way of effective and efficient governance as focus is 

on the fulfillment of the formal competencies rather than on the actual policy substance (OECD, 

2011a; Spanou, 1998). Consequently, there has developed a high degree of corruption, patronage 

and clientelism within the overall Greek public policy processes which has, more or less, totally 

undermined its instrumentality, accountability, calculability, efficiency and legitimacy (Papadoulis, 

2006, p. 15) 

 

5.1.2 Fakelakia  
The lack of a coherent and capable state apparatus a long with a complex legal framework has 

fostered corruption both in the public and private sector in Greece. In countries with low stocks of 

social capital and low generalized trust, patron-client relations are often accompanied by 

indifference for the public interest (TI Hellas, 2012a). Opinion surveys show that 92-98% of the 

Greek population believes that corruption is a major problem in Greece (EU, 2012c; TI Hellas, 

2011). This affect the entire public sector, however in relative terms health service, general 

government and tax authorities suffer more from corruption than other parts of the public sector (TI 

Hellas, 2012b; OECD, 2011a). Corruption manifests itself in, amongst other, the well-known Greek 

phenomenon Fakelakia (a small envelope), which are small “bribes” citizens and companies are 

expected to pay in order to receive better or quicker service (Athens News, 2001). Petty corruption 

in Greece is often designed simply to secure the service to which the citizen in any case is entitled 

in a reasonable time. Sometimes, however they are also given in order to receive preferential 

treatment and favors (GRECO, 2001). According to a Greek corruption report the cost of petty 

corruption amounted to €554 million in 2011 (TI Hellas, 2012b). This has rendered possible due to 

the fact that the Greek population lives in some kind of “corrupt legality”, where complex and 

contradictory often condone or even foster corruption (TI Hellas, 2012a; Athens News, 2011d).  
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5.2 An embedded state? 
Political and clientelistic favors are deeply engrained in the Greek society; consequently the 

relationship between state and society has been highly affected by discriminatory practices over the 

past decades. In Greece different interest groups have periodically benefitted from preferential 

treatment offered by the state in terms of state transfers or patronage-ridden legislation 

(Sotiropoulos D. A., 2009, p. 8). As a result “disjoint corporatism” has come to characterize the 

social dialogue in Greece (Lavdas, 2005). This peculiar type of corporatism distorts economic and 

social interest. The social dialogue suffers from being conflict-prone and fragmented since the 

representation of interest between state and society has become distorted with certain powerful 

interest groups being favored at the expense of others (Featherstone, 2009a; Sotiropoulos, 2009).     

 

The economic structure a long with the political history determine what interest groups within a 

society have the needed economic power or organizational capacity vis-à-vis the political elite. The 

service sector constitutes the main pillar of the economy contributing with 79% to GDP, whereof 

the public sector account for almost 40%, while tourism sector’ contribution to GDP exceeds 15% 

(SETE, 2010; Malliaropulos & Anastasatos, 2011). On the contrary, Greece only experienced a 

short-lived industrialization before the 1980’s, leaving little time for the industrial sector to develop 

(17% of GDP), which among others have contributed to the preservation of a business structure 

where the majority of firms are micro- and small family-owned firms (Theodore, 2012). In fact, 

only 7% of the total number of firms in Greece has more than 50 employees many of which are 

state-owned enterprises (Theodore, 2012; Featherstone, 2008). According to a European 

Commission survey 60% of the Greek respondents preferred being self-employed rather than 

employee (EU, 2009a). This is reflected in the lack of interest amongst self-employed in Greece in 

increasing the organizational size because of fear of losing control and power (Theodore, 2012; EU, 

2009a). Moreover, with the exception of shipping, which amounted to 6% of GDP in 2010, state 

intervention in the industrial sector is excessive e.g. mining and petroleum (UGS, 2011; EU, 2012a) 

Lastly, the agricultural sector stands for solely 4% of the GDP (Malliaropulos & Anastasatos, 

2011). 

 

Consequently, an economy with a large concentration of micro and small enterprises where social 

solidarity and generalized trust is basically absent, the organizational capacity has been limited 

making their voice weak vis-à-vis the political elite and other interest groups (Featherstone, 2009a; 

2008). Ironically, despite the preference for being self-employed, Greeks show a negative attitude 
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towards entrepreneurs as the majority believes that “Entrepreneurs think only about their wallet” 

and entrepreneurs exploits other people’s work (78% and 77% respectively) (EU, 2009a). This 

creates obstacles for collective action and coordination. Nevertheless, this perception has been 

fostered by the populist rhetoric of politicians since they have blamed the free market for the rising 

unemployment and inequalities in the Greek society; instead of the excessive state intervention and 

preferential treatment. Subsequently, policies that so blatantly favors certain interest groups are “put 

in place” to protect and benefit the general public (Pelagidis & Mitsopoulos, 2011; Lyrintzis, 2011).  

 

Untraditionally, the social dialogue has been skewed towards the two major trade unions with an 

overrepresentation of civil servants as well as small but powerful interest groups with the sufficient 

organizational capacity and ties to the political elite (Lavdas, 2005; Featherstone, 2009a).  

 

5.2.1 Trade unions 
Driven by their desire for political survival successive governments have nurtured their ties with 

certain powerful trade unions with little attention to the economic and social consequences deriving 

from such relations. In Greece the membership density varies greatly between the public and private 

sector. Data available from 2007 show that about 60% of the public employees are union members, 

whereas no more than 18% of the private sector employees had a membership (EIRO, 2009a).  

Greece has two national confederations; ADEDY – the confederation of civil servants in the central 

and local government; and GSEE - the General Confederation of Workers - covering private sector 

employees and employees of state-owned enterprises (Sotiropoulos, 2004). The public employees 

are, thus, overrepresented relative to private sector employees. Moreover, the business structure 

thwarts the legal representation of private sector employees either because they have undeclared job 

positions or because of the trade union structure in Greece is relatively fragmented. The 

fragmentation leaves multiple small trade unions with little linkage to the national confederations 

since trade unions exist on three levels (ETUI, 2011; Lavdas, 2005). This not only complicates 

collective action and coordination it also encourages the development of particularistic links 

between politicians and individual trade unions where the organizational power is high (Lavdas, 

2005).  

 

To return to the relationship between politicians and national confederations; the clientelistic ties 

developed dramatically in the period following the elections in 1981. PASOK initiated a 
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politicization of the confederations. Already in 1974 PASOK formed PASKE, a socialist labor 

faction (Pan-Hellenic Agonistic Workers Trade Union Movement) and by 1982 PASOK had 

overthrown the previous pro-government leadership of the GSEE by using an existing legal 

framework (law 330/1976 (Smith, 1982; Tsakiris, 2003)). After 1982 the faction system gained 

strength, creating a new electoral body for the political parties that was trying to consolidate their 

presence in the political life. The two competing communist parties; KKE and KKE Interior had 

already sat up two factions; ESAK) and AEM and by 1985 the conservative faction the Democratic 

Autonomous Movement of Workers (DAKE), which was affiliated with ND was founded (Smith, 

1982). By 1992 DAKE had become the second most influential faction of the GSEE after the 

socialist faction PASKE (Campbell J. , 1992). In that manner, the confederations became a “Trojan 

horse” serving the political parties in order to stabilize their presence in the political system 

(Mavrogordatos, 1997; Tsakiris, 2003).  

 

The result was an oversized public sector with unsustainable income, employment and social 

policies that have created a Janus-faced welfare state tilted toward the public employees at the 

expense of private sector employees (Sotiropoulos, Featherstone, & Colino, 2011). Today, the 

consequence of particularistic ties has become explicit due to the conflict-prone nature of the social 

dialogue where the confederations strongly oppose any reform agenda that could threaten status 

quo. Immediate confrontation through strikes and demonstrations has undermined such reform 

agendas for decades particularly because there is little incentive for ministers to implement reforms 

that could tarnish their political image (Sotiropoulos, Featherstone, & Colino, 2011). Hence, 

ministers tend to avoid legislation that might negatively affect their reelection chances since the 

system functions in such a way that reform-minded politicians are easily removed, whilst politicians 

that avoid opposition are rewarded or even rewarded with long-lasting political careers7 (Pelagidis 

& Mitsopoulos, 2011). Unquestionably, the exigencies for political survival and, thus, the 

preferential treatment have increased the strength of the trade unions (Sotiropoulos, 2004).  

 

5.2.2 Closed Professions 
Small but powerful trade unions have benefitted from preferential treatment and it has been argued 

that these interest groups act as Vikings in the sense that they grab anything they can while roaming 

freely through various aspects of social and economic activity (Pelagidis & Mitsopoulos, 2009, p. 

                                                
7 In Greece Ministers are almost always Members of Parliament (Sotiropoulos, Featherstone & Colino, 2011) 
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397). These groups act within the society with a “hit and run” strategy, exactly like the first 

Vikings, whenever they spot a pool of rent (Pelagidis & Mitsopoulos, 2011, p. 9. ch. 2). These 

interest groups - ranging from notaries, lawyers pharmacists and engineers to truckers, taxi-drivers 

and dockworkers - benefit from being closed professions through legislation mandating 

geographical proximity, opening and closing hours, setting minimal prices and limiting the number 

of operation licenses (OECD, 2011b). Hence, each of these professions is protected from 

competition by a byzantine tangle of regulations and licensing requirements that result in high 

prices for consumers creating lucrative professional niches for the insiders (Micha, 2011a; Pelagidis 

& Mitsopoulos, 2011). These groups have a strong motive to maintain status quo and oppose any 

reform threatening their position. The consequence is that very strong forces exist to defend the 

accumulated privileges and inequalities, with the beneficiaries seeing reform issues in a zero-sum 

manner (Featherstone, 2005, p. 740). These interest groups are sufficiently small and have a 

common interest in protected already acquired privileges and rights; thus, collective action and 

coordination problems are overcome by a mutual interest in maintaining status quo. In some way 

these groups have successfully captured the state apparatus. This has rendered possible due to the 

existence of a weak state apparatus, the high degree of organizational power a long with presence 

the law giving immunity from prosecution to ministers (Pelagidis & Mitsopoulos, 2009). Thus, 

politicians often step down when met by opposition from trade unions, whereas politicians 

cooperating with the interest groups are rewarded with long political careers as well as an almost 

certainty that they will not be prosecuted for any unlawful actions they have made as a MP 

(Pelagidis & Mitsopoulos, 2009). The Constitution practically gives immunity from prosecution. 

According to art. 86 a cabinet Minister can only be prosecuted after a consent of Parliament has 

been obtained and no later than the second regular session of the parliamentary term (TI, 2010, p. 

3). Pelagidis and Mitsopoulos (2011) argue that status quo is secured as long as the politicians are 

held accountable by interest groups that blackmail and unofficially control the elected parties.   

 

One example is the trucking industry; this sector is of significant importance because of the 

geomorphology of Greece, which means that 96% of the overland trade is conducted by trucks. 

Still, this sector has been heavily regulated for decades and Greece has only issued a limited 

amount of licenses since 1970 preventing new truckers to operate even though the economy has 

tripled in that time (Micha, 2011a). This has created a high demand for these licenses pushing the 

prices to €500.000 (New York Times, 2010). Consequently, prices have become highly inflated 
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making it cheaper to air-freight a box of tomatoes to Rome that it would be to truck it to Thebes 

only 45 km outside Athens (New York Times, 2010). Another small interest group benefitting from 

exclusionary ties with the political parties is the Union of Workers for the Loading and Unloading 

of Goods in Athens Central Market – a group of only a 100 people (Micha, 2011a). Officially, the 

union has the exclusive right to load and unload goods from trucks at the central market in Athens, 

however, the merchants would have to wait for the union loaders for such a long time that the 

tomatoes would turn to pulp (Micha, 2011a). Thus, in practice the goods are most often unloaded 

by immigrants employed by the merchant. In other words, the merchant is paying loading cost 

twice, first to the immigrants at market price and then to a union member at a fixed price (Hellenic 

Competition Commision, 2006; Micha, 2011a). Tourism has also suffered from the presence of a 

closed profession in the cruise industry. The cruise industry generated €15 billion in direct 

expenditures in 2011, however Greece only accounted for 4% or €600 million (corresponding to 0.3 

per cent of GDP and 5.2 per cent of total tourist spending (Bank of Greece, 2012). This was due to a 

strict cabotage regime. Under European legislation, cruise shipping in Greek waters was liberalized 

to EU cruise liners in 1999, nonetheless in order to protect Greek shipmen and satisfy the powerful 

Pan-Hellenic Seamen’s union, the national legislation circumvented the manning regulations 

(Domstolen, 2004). The purpose was to ensure that manning requirement was not shifted from host 

state to flag state8 (Massourakis, 2012). Despite a partial lifting of the cabotage restriction in 2010 

by the PASOK government allowing Non-EU cruise ships to operate in Greek waters and use Greek 

ports as “home ports” once they had signed a three year contract with the Greek state, the law 

required them to pay a tax fee of €3.94 per passenger to the seafarers’ pension and health funds 

(CNN, 2012). This levy would be 20% less for ships employing Greek seamen corresponding to at 

least one percent of the total crewmembers (Athens News, 2011a). This cabotage lifting was met 

with fierce resistance from the Pan-Hellenic Seamen Federation that was of the opinion that the 

shipping reform, which allows non-Greek cruise ships to moor at multiple Greek ports without 

hiring a Greek crew, is unacceptable (Cruiseco, 2010). The announcement was followed by strikes 

and protest from Greek shipmen, among others the blockage of the port of Piraeus by seamen and 

                                                
8 The European Commission accused the Hellenic Republic under the article 226 EC for failure to fulfill obligations in 
2002 (case- C288/02), one of the complaints concerned the manning of cruise liners. (Domstolen, 2004). Article 3 in 
law (3577/92) stated: §1 for vessels carrying out mainland cabotage and for cruise liners, all matters relating to manning 
shall be the responsibility of the State in which the vessel is registered (flag state), except for ships smaller than 650 gt, 
where host State conditions may be applied. §2 for vessels carrying out island cabotage, all matters relating to manning 
shall be the responsibility of the host State - The application of article 3(2) on cruise liners over 650gt carrying out 
island cabotage was ruled out by the Court in 2004 (EC, 2009; 1992).  
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dockers preventing passengers of the Maltese Cruise Ship Zenith from returning to the ship, leaving 

them stranded in Athens during the 24 hours strike (Reuters, 2010c). The partial liberalization was 

replaced in April 2012, however the law continues to contain the tax fee of €3.94 for every 

passenger on non-EU flagged cruise ships (Ekathimerini, 2012), thus as the General Director of 

SETE, Drakopoulos (2012) stated, “For “low level” political benefits, some old fashioned 

politicians gave them a role which finally proved to be an obstacle for the development of cruise 

business in Greece.  

 
The levy paid to the Seafarer’s pension fund is yet another common practice. There are several 

examples of the imposition of levies on transactions that benefits certain interest groups, It is 

estimated that there are more than a 1000 of such levies amounting to over 30% of GDP (Micha, 

2011a, p. 11). For instance a levy of 1% is paid to the lawyers pension fund, if one wants to start a 

business, for an advertisement one will have to pay an amount equal to 20% of the expenses to the 

journalists’ pension fund (Micha, 2011a) Other examples is a levy of 25% to the Police pension 

fund, when one buy a ticket for a soccer match and the various levies that until 2011 had been 

burdening ferry fares, since 10% of the ticket went to the dockworkers pension fund, another 6% 

was paid to the sailors’ pension fund and other levies were paid to groups that were no longer 

operative, such as the baggage porters service and the lighters on the island of Santorini (Athens 

News, 2011e; Danae, 2011)9.  

 

5.2.3 Corruption scandals 
Miza is yet another corruption term - it refers to bribes that are too large to fit into a small envelope. 

Greece has been hit several times by large corruption scandals involving various politicians from 

both political parties; however, even today no Greek politician has ever been convicted for his 

crimes. None of the 450 most significant corruption cases in recent years has in fact been concluded 

before a court of law (Speigel, 2010b). To mention a major corruption scandal in recent time, the 

Siemens case seems relevant since it involves politicians from both political camps (Manolopoulos, 

2011). In 2008 Siemens was accused for having bribed Greek politicians in exchange for favorable 

contracts with the state-owned telecommunication company, OTE, back in the 1990s, a contract for 

the security system prior to the Olympic Games in Athens in 2004 as well as a contract with the 

state-owned railway company, OSE (Athens News, 2011c). Siemens Hellas confessed that €1.3 
                                                
9 The lighters’ pension fund continued to benefit from levies from the old days where ferries could not dock at the 
island of Santorini and passengers were transported by lighters in smaller boats (Micha, 2011). 
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billion had gone to questionable payments and it has been estimated that the Greek state has lost 

about €2 billion on overpriced contracts (Athens News, 2011b; Spiegel, 2009). According to  

Siemens Hellas Consecutives up to 2% of their revenues were paid to PASOK and ND (Speigel, 

2010b). A former PASOK MP, Theodoros Tsoukatos admitted to have received €420,000 on behalf 

of PASOK and former Transport Minister Tasos Mantelis also confessed having received about 

€300,000 from Siemens, which he claimed was a “campaign contribution” (Ekathimerini, 2011). 

Both parties have denied accepting any payments (Speigel, 2010b). Despite these confessions and 

the investigation of 12 other ministers including former Prime Minister, Simitis, nobody was ever 

prosecuted due to the short statute of limitation for ministers, which prevented any minister from 

being prosecuted for crimes committed before 200710. The closest to a conviction in regard to the 

Siemens case was the arrest of former Transport Minister Mantelis in April 2011, where he became 

the first Greek politician to receive a prison sentence, albeit a suspended one. He could not be 

charged for accepting the bribe from Siemens; however what he could be convicted for was the 

submission of a false wealth declaration (Ekathimerini, 2011).  

 

Other recent corruption scandals involving Greek politicians are the Submarine bribe scandal, that 

concerned the German company – Ferrostaal - that was accused for paying bribes of some €100 

millions to Greek officials in order to secure contracts in regard to the purchase of four submarines 

by the Hellenic Navy (Ekathimerini, 2011; Manolopoulos, 2011) and the Vatopedi land-swap 

scandal that concerned a land swap deal between the ND government and the Vatopedi Monastery, 

where low value land was traded for high value state property. This unfavorable land swap is 

believed to have cost Greek taxpayers some €100 millions in land value (Athens News, 2010b). 

Still, no politicians have ever been convicted for their involvement in large corruption scandals.  

 

5.4 A “partymonial” clientelist state   
The combination of autonomy and embeddedness suggests that Greece does not bear resemblance 

to a developmental state nor does Greece portrait a predatory state. Instead, Greece is a classic 

example of an intermediate state that demonstrates a relatively problematic embeddedness that is 

out weighing autonomy. These findings justify the introduction of Wright’s (1996) modified 

conceptual space that makes possible the distinction between intermediate cases. Nonetheless, the 
                                                
10 Under the Greek constitution, a minister cannot be prosecuted for a crime linked to his duties after the second year of 
the next parliamentary session after the alleged crime was committed (six years maximum). (Athens News.11. January 
2011). Thus, nobody can be procesecuted for crimes comitted before 2011. 



 

53 

findings also show that Greece does not fit into any of the four conceptual spaces. Greece comes 

nearest to resembling the bourgeois clientelist state, however important differences in the 

institutional organization makes this labeling insufficient. Consequently, a new conceptual space 

was added to the model, the partymonial clientelist state – a state controlled by political parties.  

 

 
Figure 4: Theoretical dimensions of Embedded Autonomy 

 

Like the bourgeois clientelist state, this partymonial clientelist state lacks Weberian bureaucratic 

state, whilst still being highly embedded within society. The lack of coherent and capable state 

agencies makes embeddedness problematic. The partymonial state differs in regard to its 

organization of embeddedness, whereas interpersonal patron-client relations is the organizing 

principle in a bourgeois clientelist state, the partymonial state organizes its patronage networks 

through collective patron-client relations, where political parties act as patrons (bureaucratic 

clientelism). Greece is a democratic state, however, political parties have misused the state as a tool 

to ensure political survival and private wealth by favoring certain interest groups in society. 

Moreover, the state’s network with society is untraditional in the sense that the ruling coalition does 

not include the most dominant economic sectors in society; instead embeddedness involves major 

trade unions representing public employees as well as smaller trade unions representing the closed 

professions. This has rendered possible due to Greece’s EU membership and, thus the access to 
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cheap loans together with a tradition for single-party governments that has facilitated state capture. 

Subsequently, the state did not possess the required autonomy to prevent it from being captured by 

powerful interests with close ties to the political elite. Conclusively, bureaucratic clientelism has led 

to an inegalitarian societal structure where state resources have been distributed unevenly leaving 

Greece with a relatively high income inequality. In 2006, the total income of the 20% most affluent 

people was already about 6 times higher than that received by the 20% of the population with the 

lowest income (EU, 2009b, p. 7). Moreover, inequality is also reflected in the widespread use of 

preferential treatment both in terms of recruitment procedures in the public sector and in terms the 

existence of a byzantine tangle of legislation that favor certain groups in society. Thus, legislative 

universality has been undermined. Moreover, the analysis of closed professions suggests that 

embeddedness is not built on a support/performance bargaining; instead interest groups extract 

support and resources without having to meet any performance criteria. Consequently exigencies 

for political survival have ultimately undermined the overall government purpose.  

 

5.5 Dissolution of the traditional exclusionary relations  
The fact that Greece resembles a partymonial state is of great significance when examining the 

Greek debt crisis. Still, the Troika seems not to have grasped the centrality of such underlying 

structures and mechanisms and, thus, the partymonial state has been reduced to inefficient and 

malfunctioning public institutions. This oversimplification has already proven fatal. As EU 

Commissioner Olli Rehn recalled the first EAP had two Achilles heels, a weak administrative 

capacity and a lack of political unity (EUinside, 2012). Moreover, the same institutional 

configuration has led to a decade-long list of ill fated or ineffective reforms endeavors by 

successive governments in area such as pension, employment regulation and privatization 

(Sotiropoulos, Featherstone, & Colino, 2011). For decades structural reforms have run against 

entrenched interests and practices from different groups, some of which have the power to slow or 

even veto change (Featherstone, 2009b). This has undermined the overall government purpose 

repeatedly. Looking back at Greece’s low reform capacity and the vast of reforms failures, the 

optimistic assumption about Greece’s return to the capital markets by the end of 2012, seem even 

more unrealistic. The centrality of the political parties means that the rescue program faces the same 

challenges. Hence, it is not surprising that the rescue program lacks political ownership since it runs 

against entrenched interest that could threaten the Government’s political survival. The major 

delays in the implementation of structural reforms are reflections hereof. According to IMF chief 
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Christine Lagarde, major delays have expanded the financial shortfall (EUbusiness, 2012b).  

 

 "As a result of the major delay in privatization (...) and the limited revenue collection, 

there's a financing gap. (…). We need some structural reforms that are in the interest of Greece and 

the Greek population," she said, noting that many professions are still "closed up" to new entrants 

despite the high jobless rate” (EUbusiness, 2012b). 

 

The Government has been precarious with such toxic structural reforms - they have either been 

long-stalled or have been adapted in theory but not effectively implemented. In theory, the 

legislation on abolishing all closed professions was approved in parliament on July 2, 2011 (Athens 

News, 2011f). In practice, however, the implementation of the law has been very limited (Reuters, 

2012d). According to the newly elected Finance Minister Mr. Stournaras “the problem is that the 

law that liberalizes a profession passes through parliament and then the implementation law 

includes such complicated rules and regulations that it is effectively not open," (Reuters, 2011b). 

Moreover, the political-administrative system has shown signs of reluctance in regard to the actual 

liberalization of closed professions bowing to the demands of powerful unions interested in status 

quo (Ekathimerini, 2012; Reuters, 2011b; FT, 2011). As a result many professions remain virtually 

closed for outsiders since they have managed to cut deals with the government securing them 

transition periods or special rules and exceptions that waters down the liberalization of closed 

professions (Reuters, 2012d). For instance the pharmacists stroke a deal with the government 

agreeing that only 300 additional pharmacies could open on top of the existing 12,000 in exchange 

for a discount on drug prices instead of freeing strict zoning rules, fixed drug prices and opening 

hours (Reuters, 2011b). Lawyers benefit from a high representation among Members of Parliament 

and Cabinet, thus they still enjoy fixed rates for their services above market prices and benefit from 

certain levies11(SETimes, 2012). Moreover, it was decided in March 2012, that the monthly wage 

for lawyers in the public sector should increase by 10-15% with retroactive power from November 

2011 (Athens News, 2012a). These interest groups have to some degree successfully delayed the 

implementation of the EAPs through fierce opposition to any reform or fiscal consolidation 

measure threatening their privileges. Today, however, the public treasury is not only empty, the 

patience of the Troika has reached its limit, as Greece continues to miss its fiscal targets. Hence, the 

                                                
11 The economic crisis is also taken its toll on many closed professions, for instance one in three lawyers practicing law 
in Athens (7,097 out of 21,711) did not appear in court at all last year, 60% did not attend any signing of property 
transfer whereas 80% only attended the signing of less than two property transfers. (Ekathimerini, 22. June 2012)  
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government can no longer afford to maintain these collusive relations (Reuters, 2011b). The 

political instability after Papandreou in November 2011 stepped down shows how the electorate of 

major political parties is crumbling. Time has practically run out and Greece is under severe 

external pressure for implementing the reform program. This will require dissolution of clientelistic 

relations that prevents the effective implementation of the program. Consequently, the Government 

has to take ownership of the structural reforms despite the fear of the political cost associated 

herewith (Forbes, 2010). Finally, the fact that no party was able to form a single-party government, 

could potentially prove beneficial in regard to the dissolution of the collusive relationships, since no 

party has the majority in parliament where the regulations and policies hitherto have been passed 

with almost complete certainty (Pelagidis & Mitsopoulos, 2011). However, the progress depends on 

the government’s readiness to listen to other voices in society and the readiness of new and old 

social partners to participate in policy formation and implementation with the general public in 

mind. Up till now, many consultation forums have only played a cosmetic role, now it is time for 

them to serve as true sites for debate and policy refinement (Sotiropoulos, Featherstone, & Colino, 

2011).  
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6. NEW AND EMERGING GROWTH ALLIANCES  
 
Implementation of reforms requires a bundle of resources that are spread amongst different actors 

across the public-private divide. The standard advice is having an institutional configuration 

masked by relatively transparent arm’s length and formal relationships between government and 

business (Moore & Schmitz, 2008). Nevertheless, in Greece the social dialogue has been distorted 

by clientelistic practices that have made the overall embeddedness rather problematic. The desired 

institutional configuration is not accessible over night nor is it necessary in the short term. Even 

where institutions are inferior, government and business have a mutual interest in cooperation. In 

Greece, signs of growth alliances are present also under the old political order, which demonstrates 

that inferior arrangements can produce growth and investment. For the purpose of illustrating how 

such alliances can promote investment and growth, three cases will shortly be presented below.   

 

6.1 High-tech industry 
The high-tech sector in Greece has shown remarkable progress over the past years. This progress 

can be traced back to the successful collaboration between various stakeholders from state, industry 

and academia – officially known as the Corallia Cluster Initiative. The main purpose of Corallia is 

to boost competitiveness, entrepreneurship and innovation in knowledge-intensive and export-

oriented sectors, where Greece can attain an international competitive advantage through the 

structural and systematic management and development of innovation clusters (Corallia, 2012b).   

 

Corallia is an industry-led initiative put forward by one of Greece’s most respected and electrical 

engineering professors, Vassilios Makios, who joined forces with two Greek researchers, Dr. Jorge-

A. Sanchez-P and Dr. Nikos Vogiatzis (Makios, 2012; Phoca, 2012). After having taught electrical 

engineering at the Carleton University in Ottawa, Makios returned to Greece eager to kick-start 

technology entrepreneurship (Makios, 2012). Since then he watched how Greek technology 

companies would emerge only to fail due to funding problems, bad business plans and lack of 

knowledge on patenting (BBC, 2012b). In 2004, they decided to put Greece on the map of modern 

technology. At that time, the clustering tool had already gained international acknowledgement and 

Makios recognized the need for more collaboration within the technology industry as well as across 

the public-private divide (Makios, 2012). An immediate mutual interest between politicians and 
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business translated into an ambitious plan designed to take advantage of the clustering tool in 

specific technological market segments.  

 

The selection criteria for the first innovation cluster were clear; the greatest concentration of 

companies, a large degree of export orientation signs of pre-cluster formation and the existence of a 

strong industry association (Phoca, 2012). The first innovation cluster became the Microelectronics-

based Systems and Applications Cluster (mi-cluster), which was backed up by the Semiconductor 

Industry Association established in 2005 to represent the semiconductor, micro- and nano-

electronics and embedded systems industry in Greece. It initially had 13 industrial members (EE 

Times, 2006b). Since then the Mi-cluster has grown to more than 130 members including 

innovative start-ups, small, medium and large companies, academic labs and research institutes, 

science parks, networks, associations, suppliers of services, financial institutions, media, national 

ministries and regional agencies involved in industry, regional, science and technology 

development and policy from all over Greece (EU, 2009c). The result is impressive growth rates:  

 
Since then two additional clusters were added; The Hellenic Space Technologies and Applications 

Cluster (Si-cluster) and the Innovative Gaming Technologies and Creative Content cluster (Gi-

cluster). Altogether, the three innovation clusters had a turnover rate of nearly €7 billion and 

employed approximately 7000 people in 2011 (Corallia, 2012a).  

 

6.2 Tourism industry  
Greece has always been a popular destination for tourists worldwide, making tourism one of the 

main pillars of the Greek economy in terms of job creation and contribution to the country's GDP. 
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Since 1990 tourism has contributed to GDP with more than 15% on an annual basis and despite the 

debt crisis the tourism sector had a total turnover of 32.2 billion Euros in 2011 contributing with 

16.5% to GDP (WTTC, 2012). Regardlessly, the importance of tourism as an engine for promoting 

growth and reducing unemployment has only just begun to sink in with the Greek politicians 

(Drakopoulos, 2012a). The debt crisis has brought major changes to the perception of tourism, 

hitherto, successive governments have failed to recognize its fundamental role in the Greek 

economy, which manifested itself in a rather romantic approach towards tourism instead of 

acknowledging that tourism is first and foremost an economic and social phenomenon  

(Drakopoulos, 2012a; SETE, 2011). The private sector, which is currently, introvert, should 

become a leading force in tourism. Any attempt to grow the sector has a single prerequisite: the 

state must acknowledge the fundamental role of tourism in the Greek economy, and its broad 

synergies with several sectors of economic activity” (Mr. Angelopoulos, President of SETE 

(Savvaidis, 2011)) 
 

SETE is a non-governmental and non-profit organization founded in 1991 as a result of a meeting 

between nine entrepreneurs from the broader tourism sector, who came together in order to discuss 

the future of Greek tourism (SETE, 2012a). Before, these organizations were not acquainted with 

each other, which meant that the minister could play off one organization against another referring 

to conflicting views of the organizations – nobody ever took tourism seriously (Drakopoulos, 

2012a). Today SETE is the major representative of the tourism sector representing everything from 

hotels, travel agencies, shipping companies, yacht owners, car rentals, air carriers to marinas and 

ports covering 13 unions and more than 50.000 tourism enterprises (SETE, 2012b). As stated by 

Drakopoulos (2012a) we need all sectors together - like a chain because without the chain, the 

system does not work. We represent the whole spectrum (…) this is the differentiating factor. SETE 

is extremely aware of the importance of close cooperation between different actors within the 

broader tourism sector and across the public-private divide, thus, SETE continuously devotes an 

excessive amount of time on lobbying the government, sending in its proposals and interventions, 

participating in various committees, councils, and working groups representing the interests of the 

broader tourism sector (SETE, 2012c). SETE is financed by contribution of its members varying 

from €350 to €10.000 per year with an average contribution of €1250. Moreover, SETE benefits 

from excellent sponsorships from large corporations, among others, Aegean Airlines, Eurobank, 

Piraeus Port Authority (OLP) and Hertz (SETE, 2012d).  
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Tourism has suffered from an inconsistent political leadership. Tourism has been tossed around 

between different ministries after each election round, latest, tourism shared ministry with culture- 

The Ministry of Culture and Tourism (Drakopoulos, 2012a). Over the past 18 years a total of 50 

persons have assumed political leadership of Greek tourism, either as Secretary Generals or 

Presidents of the National Tourism Organization (NTO) or as Ministers or Deputy Ministers 

(SETE, 2010). Consequently, the average length of service was 5-6 month, leaving even the most 

competent and engaged person with a too short time horizon to actually form and implement any 

constructive policy and reform (Drakopoulos, 2012a). Nonetheless, 2012 has brought about change; 

not only was an independent ministry of tourism reestablished on June 21st, the collaboration 

between politicians and SETE has begun to change. SETE has persistently proposed the 

government to establish a marketing company for the promotion of Greek tourism as public-private 

partnership and finally in April 2012 the establishment of the company Marketing Greece S.A. was 

ratified in Parliament. The company’s share capital of 1 million Euros will be covered 70% by 

SETE and 30% by the state (Ekathimerini, 2012; Drakopoulos, 2012a). Moreover, collaboration has 

also reduced red tape by 30-35% that hampered the attractiveness of the tourism sector 

(Drakopoulos, 2012a). Lastly, the new Tourism Minister Olga Kefalogianni has initiated 

collaboration with the Minister of Foreign Affairs; Dimitris Avramopoulos in order to improve 

coordination of activities related to tourism i.e. the facilitation of visa procedures, which has been 

said to cause loses of 3 to 5 million tourists per year, which translates into a loss of revenue of €3-5 

billion on an annual basis (Ekathimerini, 2012; Athens News, 2012h). 

 

6.3 Harbor industry   
Growth alliances do not necessarily involve domestic businesses; the government can also enter 

into collaboration with foreign businesses. This was the case, when the Chinese shipping company 

Cosco and the Piraeus Port Authority (OLP) signed a 35 years concession agreement for the 

development and operation of two container Piers in Piraeus back in 2008 (Cosco, 2008). The 

contract was worth €4.3 billion a long with additional investment that would be used to upgrade 

port facilities, increase the capacity as well as construct the third container pier (Psaraftis & Pallis, 

2012; OLP, 2011). In March 2009 the concession award was approved in Parliament and Cosco was 

scheduled to commence its operation on October 1, 2009, however, Cosco was met by a series of 

strikes by dockworkers that shut down the container terminal over a period of almost two months as 
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they demanded that the newly elected socialist Government discarded the concession agreement 

(Psaraftis & Pallis, 2012). The strikes paralyzed the busiest commercial harbor in Greece resulting 

in millions of Euros in lost revenues and over 10.000 stranded shipping containers (US Embassy, 

2009; Hürriyet, 2009). The fact that PASOK overtly sympathized with the port unions in their pre-

election by promising to re-examine privatization agreements complicated the negotiations with the 

unions after PASOK won the elections on October 4, 2009 (US Embassy, 2009; Malkoutzis, 

2010a). The strikes only came to an end when PASOK agreed to renegotiate the concession. The 

outcome is not well known. Cosco finally took over full operation of pier II in June 2010 (OLP, 

2011). In regard to port union demands, the decision that OLP could hire new personnel at different 

payments scheme and under more flexible working rules than those applicable to the existing 

personnel was reversed ensuring that new personnel will receive the same salaries and work under 

the same working rules (Psaraftis & Pallis, 2012).  

 

Despite fierce resistance from powerful trade unions with close linkages to the Government and 

despite the tough recession, the container traffic has experienced positive progress. In 2011, the 

number of containers handled almost doubled with approximately 1.68 million TEU (twenty- foot-

equivalent units) relative to 878,083 TEUs in 2010. Of these 500.133 were handled at Pier I, which 

is solely operated by OLP, while Cosco handled 1.18million containers (OLP, 2012)12. 

 

6.4 Traces of growth alliances  
These alliances above are established to achieve strategic goals in terms of increased investment; 

economic growth and job creation and they bear little resemblance to the exclusiveness of the 

traditional state-society relations. However, they support the argument that politicians and business 

often have strong incentives to seek cooperation that could lead to growth enhancement. Moreover, 

it shows that inferior institutional arrangement can produce positive results. Since the institutional 

configuration cannot change over night, cases such as these can provide a more realistic way 

forward for Greece. In the following passage the three cases will be used to discuss the four key 

features of growth alliances as well as the potential of strategic growth alliances based on the model 

presented in chapter 3 (See page 19).    

 

                                                
12 It needs to be noticed that the container piers were not fully operational until June 2010 due to strikes, and 
reconstruction.  
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6.4.1 Mutual interest  
The partymonial clientelist state has contributed to the discredit of the public institutions, but these 

three cases suggest that alliances between state and business do not necessarily translate into 

troublesome embeddedness. According to Abdel-Latif and Schmitz (2010) mutual interest is a 

necessary condition. In all three growth alliances above mutual interest was indeed present cases. 

 

To draw on one example - in the high-tech sector the mutual interest was spurred by increased 

external pressure from the EU. The industry-led initiative coincided with the re-launch of the 

Lisbon strategy in 2005 where the intention was to increase national ownership of the structural 

reforms in areas such as research, innovation, information technologies, business and human 

resource development (LEG, 2007)13. The new Lisbon strategy introduced the National Reform 

Programs for member states along with an ambitious target for R&D spending of 3% of EU GDP 

by 2010. With the government suddenly appearing more interested in the high-tech sector the two 

sides became acquainted with each other. An immediate interest emerged as it was recognized that 

“if science and technology are to be directed toward the well being of society, "it cannot be done 

without partnerships with free market forces," and with "academia showing how knowledge can be 

used as a good for entrepreneurs." (Former Secretary General of research and technology Mr. 

Tsoukalas (EE Times, 2006a)).  

 

This also holds true for the mutual interest in the tourism sector. As much as there might have been 

a mutual interest in the sector, the absence of a common approach to tourism has tarnish the 

perception of a mutual interest – as the relatively romantic approach has led to a perception that the 

government only had little interest in the development of the tourism sector (Drakopoulos, 2012a). 

Still, SETE has devoted extensive time on lobbying the government, making policy and reform 

proposals and participating in various committees and social consultation forums despite the fact 

that progress has been minimal or even non-existent. Nevertheless, as mentioned above, the severe 

debt crisis has brought changes to the political perception of tourism as an engine for promoting 

growth and reducing unemployment. The re-establishment of an independent Ministry of Tourism 

(Ministry of Touristic development) is a major symbolic step in the right direction as it 

demonstrates the government’s acknowledgement and interest in tourism (Drakopoulos, 2012a). 

                                                
13 The original Lisbon strategy was launched in 2000 with the objective “to become the most dynamic and competitive 
knowledge-based economy in the world by 2010". (LEG, 2007)  
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Nonetheless Mr. Drakopoulos (2012a) notes, that the establishment of an independent ministry is 

not a sufficient condition for promoting growth and investment in tourism. 

 

From a Greek point of view, attracting private investment to Piraeus would guarantee considerable 

revenues; the contract also dictated an upgrading of the second container terminal as well as the 

completion of the third terminal, which would boost the competitiveness of Piraeus (Psaraftis & 

Pallis, 2012). Moreover, China is an important partner, thus attracting Chinese investment to 

Greece could be important not only for the development of Greece, but also for a future access for 

Greek companies to the Chinese market. From a Chinese point of view, Greece was considered to 

be an ideal investment location  - a gateway to Europe (Invest in Greece, 2010). Moreover, Piraeus 

constitutes one of the largest and busiest harbors in the Mediterranean in near distance from the 

Suez Canal (UM, 2012). Lastly, China has shown great interest in boosting their cooperation with 

Greece by encouraging Chinese companies to invest in Greece. The undervalued Greek assets – due 

to the debt crisis – present a great opportunity for China (WSJ, 2012b). Not surprisingly, several 

Chinese delegations of ministers, businessmen and technocrats have visited Athens since 2010 with 

the purpose of signing bilateral agreements worth hundreds of millions of Euros in particular in 

regard to investment in Greek shipping, telecommunication, and logistics and infrastructure (FT, 

2010; Invest in Greece, 2010).  In October 2010, under a visit to Athens the Chinese Prime Minister 

Wen Jiabao announced that China’s annual trade volume with Greece was expected to reach €5.8 

billion by 2015 (Athens News, 2010a). Subsequently, a range of agreements have been signed 

between China and Greece, e.g. in the telecommunication sector, the Hellenic Telecommunications 

Organization (OTE) signed an agreement with Huawei Technologies, while China's BCEGI and 

Helios Plaza signed an agreement for the construction of the hotel and shopping complex in Piraeus 

(Guardian, 2010b).  

 

 6.4.2 Willingness to take action 
Mutual interest is, however, not a sufficient condition since it does not necessarily translate into 

public action. As argued previously, economic development is weighed against immediate political 

survival in terms of reputation, career and political power; consequently, willingness to take action 

largely depends on the estimated outcome of such action (Abdel-Latif & Schmitz, 2010). In Greece, 

political survival has traditionally been closely related to collusive relations with strong interest 

groups with little interest in the country’s economic development. Willingness to take action is 
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valid both in collusive and growth alliances, however, growth alliances differ from collusive 

alliances in the sense that the best solution to political survival is perceived to be tangible results 

such as increased investment, export and job creation instead of individual wealth creation (Abdel-

Latif & Schmitz, 2010).  

 

In the high-tech sector willingness to take action broke with the traditional top-down approach to 

policy-making. As previously argued, policy formation in Greece traditionally takes place through 

internal conversation in parliament with the private sector being largely exempted from the process 

(Phoca, 2012). Despite the existence of various social consultation forums – these have often only 

played a cosmetic role instead of being a true site for political debate (Sotiropoulos, Featherstone, 

& Colino, 2011). Previous attempts to promote innovation in Greece have been controlled solely by 

the state with little linkage to the private sector (Phoca, 2012). The General Secretary Mr. 

Tsoukalas embraced the new approach stating that “the public consultation has ended" (EE Times, 

2006a). By including the private sector a long with academia a novel approach to policy-making 

was introduced, in which all stakeholders were engaged in designing and implementing the cluster 

policies ensuring the adequacy and legitimacy of policies (Phoca, 2012). 

 
Figure 5: the Novel bottom-up approach 
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Greece has more than once shown interest in attracting private investment to Greece’s largest port, 

Piraeus. In 1999 Piraeus was listed on the Athens Stock Exchange, however, the corporatization of 

the port had nothing to do with the relaxation of state-ownership. The state retained approximately 

75% of the respective share and kept controlling a stake in the management of the port authority 

(Psaraftis & Pallis, 2012). In 2001 OLP was given the exclusive right to use and exploit the 

facilities over a period of at 40 years14. The first attempt to attract private investment to Piraeus was 

in 2004 under the ND government. The election process was done through direct negotiations and 

several terminal-operating companies, amongst others, the Cosco Group and the Mediterranean 

Shipping Company as well as the Korean and Chinese governments showed interest in investing in 

the container terminals (Psaraftis & Pallis, 2012). For Piraeus, direct dialogue with China seemed to 

favor Cosco, however the plan was soon abandoned due to repeated industrial actions by militant 

port unions, the awarding of a €35 million loan from the European Investment Bank and the fears of 

simply replacing public monopoly with private monopoly (Psaraftis & Pallis, 2012). In 2007 a 

second attempt was initiated - this time through an international tender. Cosco won the contract. 

Mutual interest eventually translated into willingness to take action despite strong opposition from 

trade unions closely affiliated with the political parties. 

 

6.4.3 Common understanding 
Greece certainly does not have all the required institutional features in place; nevertheless, as these 

cases show, the old political order also produced growth alliances. Growth alliances may be formal 

or informal, however, these need to be seen together rather than juxtaposed, because as Abdel-Latif 

and Schmitz (2010) argue formal relationships are often effective because of underlying informal 

relationships at least in the short term. In the Greek case, where the Government lacks credibility 

and where there is a poor tradition for universal social dialogue, the strong traditions for informal 

ties in Greek politics could render effective in overcoming gaps in communication and trust when 

public institutions have failed to do so. Thus, existing informal ties could help establishing growth 

alliances with strategic economic goals. Clientelistic practices have beyond the shadow of a doubt 

contributed to the current economic and political crisis in Greece. Thus, skepticism about the use of 

informal ties is high. However, it will take longer than a fortnight to restore a culture of generalized 

trust and a credible political-administrative system. Greece has everything but time. Consequently, 

other tools are required to legitimize the much-needed structural reforms demanded by the Troika 

                                                
14 Later changed to 45 years to accommodate the Cosco contract. 
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as well as to restore growth. In the short-term, informal ties could compensate for weak formal 

governance arrangements (Abdel-Latif & Schmitz, 2010). It was, however, not straightforward to 

find evidence of such informal ties in the three cases, even less now, where the true damage of 

informal practices has been revealed. The topic is discarded as taboo. In my interviews at Corallia, 

discrete questions about the importance of state support were to some extent circumvented by 

emphasizing that this was not a public initiative (Phoca, 2012). Not to say, that this indicates 

anything. However, secondary data suggests that at least a common professional background could 

have facilitated this cooperation (EE Times, 2006a). Mr. Tsoukalas had strong linkages to the R&D 

community due to his professional background as a professor at the Aristotle University of 

Thessaloniki in the department of Physics and Computer Science (European Parliament, 2012). 

Moreover, he had been in charge of several R&D projects financed by the Greek state and the EU 

funds (EE Times, 2006a). Mr. Tsoukalas was seemingly focused on the improvement of the 

collaboration between the public and private sector. Like Makios, Tsoukalas nurtured a life-long 

vision of a more Silicon Valley-like entrepreneurial climate for their country, and for a new 

generation of Greek entrepreneurs (EE Times, 2006a). It is impossible to say whether they were 

acquainted with each other, but it can be suggested that common professional background 

facilitated the development of a common understanding of the problems and the solutions hereto. 

The Government has to focus on growth alliances in sectors where a common understanding in 

within reach, moreover, in order to establish a growth alliance, the sector in question has to be 

willing to make compromises and enter into cooperation with the Government. Corallia, for 

instance, has not underestimated the imperative role of common understanding. Corallia ensures a 

continuous dialogue between ministry and companies, so that the risk for imposing measures and 

policies on the industry, which do not correspond with the actual collective action problems, is 

reduced (Phoca, 2012). Hence, Corallia has hosted several ministers, vice ministers and even the 

EU commissioner Johannes Hahn. In these discussion-rounds companies have the opportunity to 

address the ministry directly and explain the obstacles that they face or praise successful measures 

taken (Phoca, 2012). It is an important signal to send, because if the Government did not 

acknowledge the importance of technology and innovation they would not attend such meetings 

allowing themselves to - figuratively speaking - be hit by companies directly (Phoca, 2012).  

 

For tourism a common understanding have been long in coming. Nevertheless Mr. Drakopoulos 

(2012a) indicated that the new Finance Minister Yiannis Stournaras is a very capable and 
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committed man, who is fully aware of the centrality of tourism sector in the economy. Before he 

took over as Finance Minister Mr. Stournaras was the General Director of the Foundation for 

Industrial and Economic Research (IOBE) – the country’s major private-sector think tank and the 

only politically independent, non-partisan research body dealing with major issues of the economy 

(Athens News, 2012g; IOBE, 2012). Thus, Mr. Stournaras has thorough knowledge of the Greek 

economy. Moreover, he has established professional ties to various organizations such as SETE. 

Mr. Drakopoulos, at least, perceived that the ongoing collaboration between IOBE and SETE, 

which was initiated while Mr. Stournaras was still the General Director, could have a positive 

impact on the future development of the tourism sector and on social dialogue about the obstacles to 

tourism (SETE, 2012d; Drakopoulos, Interview with Yiorgos Drakopoulos, managing director of 

the Association of Greek Tourism Enterprises (SETE)., 2012a).   

 

Common understanding is about a solid dialogue where agreements are reached through 

constructive debate and compromises not through solely bending for the demands of interest groups 

driven by the desire for political survival and success.   

 

6.4.4 Organizational capacity  
Both state and economic structure influence the likelihood of the presence of alliances between 

government and business in the same way as they influence the likelihood of such alliances to end 

in collusion or growth enhancement. As mentioned previously, the overall organizational capacity 

of the Greek state has been relatively low in terms of lack of continuity and political commitment. 

Reform-minded politicians have been easily removed from the political scene whilst politicians 

connected to its traditional clientele through clientelistic ties have been rewarded with life-long 

careers and wealth (Pelagidis & Mitsopoulos, 2011). However, this was not the case with the 

Corallia Cluster initiative. The Development Ministry showed great organizational capacity, which 

enabled the introduction of a novel-bottom up approach to policy-making. Nevertheless, different 

sectors face different obstacles, different competitive pressures and have different entry and exit 

barriers (Shafer, 1994). Moreover, the organizational and economic power is unevenly distributed 

amongst social groups. In Greece some interest groups have a long history as beneficiaries of state 

privileges through close ties with politicians, which has created effective pressure groups defending 

status quo. In these sectors collective action and coordination problems are easily removed due to 

strong organizational capacity and a common objective - the protection of their privileges. 

However, in Greece many sectors suffer from low organizational capacity, which translates into a 
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weak voice vis-à-vis the political elite and other interest groups. Nonetheless, not only sectors with 

collusive intentions have demonstrated strong organizational power both the high-tech sector and 

the tourism sector have shown ability to coordinate and take action collectively. Looking at the 

closed profession of loaders relative to these two sectors, the difference is to be found in the 

membership density as well as their demands and acquired privileges, The union of loaders has 

benefitted from close ties with politicians from which they have acquired great market protection 

and lucrative fixed prices (Micha, 2011a). This has not only made business for insiders attractive, it 

has also ensured that the membership density would remain stable keeping outsiders at bay. 

Consequently, the demands concern the continuous protection of privileges and rights rather than 

the removal of bureaucratic obstacles and regulation. The removal of such obstacles to competition 

would require a lot more organizational capacity, since the strongest interest groups are those 

benefitting from such legislation – without them the official loaders would not be competitive nor 

would they receive profit from work they themselves have not fulfilled. The Development Ministry 

did not need the same organizational capacity as the policies and reforms did not run against 

conflicting interests. Corallia might have a relatively small membership base like the Union of 

loaders, however this is not a reflection of extensive market protection. Corallia is a relatively new 

alliance with demands for a better environment for the high-tech industry. Moreover, the number of 

members has been growing since the first innovation cluster was launched in 2006 from 13 

companies to more than 170 members spread over three innovations clusters (Corallia, 2012a). 

Thus a limited membership base does not necessarily lead to collusion per se.  

 

Tourism has not benefitted from such privileges despite its economic power vis-à-vis other sectors 

in the Greek economy. Tourism includes a plethora of small and micro enterprises from various 

interconnected sectors with different demands and needs. Until the establishment of SETE in 1991 

these different groups were not acquainted with each other (SETE, 2012a). This left them with a 

weak voice in the social dialogue. However, SETE united a range of stakeholders from the broader 

tourism sector, which gave tourism a higher organizational capacity by unifying the overall 

objectives of the tourism sector (2012a). In contrast with closed professions, tourism has not 

benefitted from state protection and high entry barriers. Thus, many Greek entrepreneurs have 

sought their fortune in the tourism industry (SETE, 2010). Tourism is an important export sector in 

Greece; thus, international market fluctuations and competition from other countries have major 

impacts on development of the sector. The demands is, therefore, not concerned with retaining 
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already acquired protection privileges on the domestic, instead their demands are more likely to 

concern the removal of bureaucratic hurdles and an new development model to make Greece a more 

competitive tourist destination (Drakopoulos, 2012a). 

 

6.5 Growth alliances – a developmental tool?  
So, how can growth alliances become a developmental tool in the fight against the large 

accumulated debt as well as the structural deficiencies in Greece? 

 

Politics and business are interdependent variables; on one side, the government needs private 

capital to provide state revenues, support and legitimize the government a long with its policies and 

reforms. On the other side, business needs the government to provide appropriate and predictable 

legislation, labor and financial support as well as a good investment climate (Moore & Schmitz, 

2008). In Greece the process of social consultation has been mixed. The government aims at 

facilitating the acceptance of policies among social and economic actors by consulting them, 

however consultation has been of a cosmetic nature (Sotiropoulos D. A., 2009). Building an 

adequate social consultation would be extremely difficult particularly due to the current 

circumstances in Greece where the general public have little fond of the political elite. The 

Government is struggling to implement the policies and structural reforms demanded by the Troika 

and the patience of its international lenders has run out. The political elite stands at a historical 

crossroad: 

 

“It’s the end of an era. A discredited political system and its contract with society are coming to an 

end (…) the problem is that there is nothing to replace it. The old order is dying, but the new one 

has not yet been born” (New York Times, 2012a, p. Stavros Lygeros).  

 

The political foundation is crumbling and the traditional clientelistic electorate can no longer be 

sustained as the national treasury has dried up and the access to cheap loans is no longer an option. 

More than ever, the Government has strong incentives to seek cooperation with alternative 

economic actors, which could potentially provide legitimacy to the harsh austerity measures and 

structural reforms, which has, hitherto, run against entrenched interest from trade unions.  
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The number of growth alliances in Greece is unknown; nevertheless, in general the Government has 

failed build alliances with those likely to benefit from structural reforms (Featherstone, 2005). As 

the three cases shows, the old political order did indeed have an interest in building growth alliances 

at least in the case of Corallia, where a mutual interest was spurred by the Lisbon Strategy and the 

access to EU aid.   

 

Promoting investment is all about risk reduction, thus what makes up the investment climate is the 

extent to which investors perceive that those holding political power are on their side (Moore & 

Schmitz, 2008). In Greece, the political elite lacks credibility and trust, wherefore the 

implementation of structural reforms would by no means automatically translate into increased 

private investment. In other words, in a country where market forces are perceived as an evil, the 

cooperation between government and business is absolutely necessary for the successful 

implementation of reforms in order to utilize new legislation and legitimize the government and its 

policies (Pelagidis & Mitsopoulos, 2009).  

 

Theoretically, alliances can be build everywhere, however, in practice this is an unsustainable 

approach, since it would turn into a distributive game between different groups (Whitfield & 

Therkelsen, 2011). State resources are always limited particularly in times of crisis. Hence, growth 

alliances have to be strategically placed where a mutual interest, a common understanding translate 

into a specific goal that will turn into a plus-sum game for all parts involved as well as the for the 

society as a whole in terms of economic growth. Redistributive mechanisms have to be replaced. 

Unfortunately, the Government still has to acknowledge the importance of establishing alliances 

with other economic actors in order to legitimize policies and reforms and, thus, create economic 

growth. The Government has to take ownership of national economic development and to do so the 

premises for traditional coalitional interest groups have to be changed for (EUinside, 2012). This 

master thesis suggests two strategic options for the Greek government in order to create the state-

society relations that are imperative for Greece’s future economic development: 1) growth alliances 

can be used to replace or transform redistributive alliances within the same sector or 2) growth 

alliances can be established in other sectors where the coalitional pressure is lower. 
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6.5.1 First strategic option 
The first strategic option available is that growth alliances can be a useful tool in order to increase 

the pressure on strong interest groups by increasing competition in the same sector. This requires 

that the Government at least can withstand the coalitional pressure that the threat of increased 

competition will provoke. Increased competition for state resources would lower the power of the 

“old” interest groups, since the Government would not solely rely on their support for political 

survival. Moreover, increased competition will contribute to improved competitiveness and 

additional state revenues, which would have a positive effect in the long run on the social dialogue.  

Both in regard to the public employees and the closed professions, alternative partners most likely   

have to be found abroad mainly because these sectors have been closed for competition. 

Replacement and transformation do not refer to the exclusion of these interest groups in the social 

dialogue; instead it would be preferable to reach an arrangement where all parts can take part in the 

political debate. At this stage, this seems to be a relatively impossible task, because they continue to 

effectively oppose any reform. So far, they appear unwilling to make compromises. Not before their 

position as close allies is threatened by new alliances either within the same sectors or in other 

sectors will they make compromises. The Piraeus port alliance demonstrates well, how effective the 

introduction of new competition was in regard to challenging the close relations between state and 

dockworkers (Psaraftis & Pallis, 2012). The government was waiting for the concessionaire to 

apply “market rules” in order to reverse to stone-age labor regulation which includes a permanent 

job position, a bulletproof and inter-generational job security guaranteeing hiring privileges for the 

children of the union members as well as attractive salary levels for dockworkers in the range of 

€90.000-140.000 on an annual basis (Psaraftis & Pallis, 2012; US Embassy, 2009). 

 

The concession was met by fierce resistance from dockworkers represented by The Federation of 

Permanent Employees of Greek Ports (OMYLE), and the Federation of Cargo Handlers of Greece 

(OFE) that saw the concession as a threat to the traditional labor regime (Psaraftis & Pallis, 2012). 

The unions had enjoyed a labor monopoly benefitting from exclusive contracts with the OLP, thus 

reaping substantial financial benefits and contributing to the inefficient public sector traditions (US 

Embassy, 2009). Regardless of allegations against Cosco for importing Chinese labor and 

implementing Chinese labor conditions (Spiegel, 2011b; NPR, 2011), the increased competition has 

ceteris paribus, forced modernization and upgrading of all the container terminals and reduced the 

monopolistic position of the port unions, which has forced them to renegotiate with the Government 

on other terms (Psaraftis & Pallis, 2012). The competition will potentially also root out the 
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manipulation of the customs processing bureaucracy by dockworkers to expedite the containers of 

shipping companies willing to pay an extra fee (fakelaki) and hold up the containers from shipping 

companies refusing to pay the fee (US Embassy, 2009) Furthermore, the threat of Chinese 

competition has “forced” OLP to upgrade its own container pier with loans worth €85.000.000 from 

the European Investment Bank to withstand competition (OLP, 2011; EIB, 2009). The 

reconstruction has had positive results with a 55% increase in the number of container handled in 

first five months of 2012 (OLP, 2012).  

 

The privatization program is one of the main pillars in the rescue plan; however there have been 

major delays amongst other, because of fierce resistance from public employees (Spiegel, 2011a). 

This long-stalled privatization plan provides great opportunities for attracting FDI to increase the 

pressure on the strongholds that the public employees have gotten over the years as a consequence 

of the factionalized nature of the trade unions.  So far, however, the privatization plan suffers from 

mayor delays and since 2010 Greece has only raised about €1.6 billion (WSJ, 2012a). The plan has 

suffered from lack of ownership from the beginning with PASOK passing the ownership onto the 

Troika by stating that PASOK had little option but to introduce the privatizations, probably for the 

same reasons as PASOK overtly sympathized with the port unions, when they promised to re-

examine privatization agreements (Psaraftis & Pallis, 2012). Moreover, the deep recession and the 

plunging assets values have made potential investors nervous about the country’s future and thus 

the attractiveness of investing in Greek assets (EU, 2012a). However, the current Government 

intends to revive the privatization plan and approved a new privatization law On October 31, 2012, 

that aims at speeding up and simplifying privatizations (World Bulletin, 2012; WSJ, 2012a). 

Privatizations are not only important for the actual private investment; it will also introduce 

additional stakeholders that could put pressure on trade unions for a more productive social 

dialogue. Nonetheless, hitherto Greece has underperformed in regard to attracting FDI. In 2010 net 

inflows amounted to solely €282 millions relative to €3071 millions in 2008 (UNCTAD, 2012a). In 

2010 the Inward FDI stock amounted to €26.2 billion equivalent to less than 0.5% of the total FDI 

stock in the EU. In 2011, there was a positive progress since Greece was able to attract additional 

FDI inflows with a FDI net inflows of €1.3 billion. However, the deep recession has led to 

decreased market value of Greek assets, which meant that the inward FDI stock in 2011 was lower 

than in 2010 (UNCTAD, 2012a). 
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Graph 2: FDI inflows and inward FDI stock. Source: (UNCTAD, 2012a; UNCTAD, 2012b) 

 

While most investors drop Greece as a hot potato, some strategically important countries are 

showing interest; emerging economies as China, Russia and Qatar have demonstrated interest in the 

privatization plan. China has shown a desire to boost their cooperation with Greece by encouraging 

companies to invest in Greece (Reuters, 2010f). Cosco is, moreover, eyeing new investment 

opportunities in Piraeus particular with the potential privatization of OLP (Jing, 2012). Qatar and 

Greece signed a non-binding memorandum that paves the way for Qatar to invest up to $5 billion in 

energy, banking and transportation (Reuters, 2010e). Moreover, Qatar Holdings has acquired a 10% 

stake in the Mining Company European Goldfields from the Greek construction group Ellaktor and 

intend to invest approximately €1 billion where of €600 million will be invested in Greece mines. 

This will increase production and potentially create an additional 1500 job in Greece (Telegraph, 

2011; Invest in Greece, 2011). Russia’s leading gas producer Gazprom is showing interest in taking 

part in the privatization of the Greek gas company DEPA and grid operator DESFA. Russia could 

potentially block a key European alternative route for natural gas supplies with a stake in the Greek 

gas company. (Stratfor, 2012; RT, 2012) 

 

6.5.2 Second strategic option 
It is not sustainable to rely solely on growth alliances with foreign investors; the Government must 

also recognize important and promising domestic sectors. Building alliances with domestic 

investors is imperative in many ways. Such alliances could contribute to a new political order, 

where alliances are not based on redistributive mechanisms but on a common interest for economic 
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growth and development. There is little chance to build new alliances in sectors that have been 

traditionally closed for competition. Thus, alliances need to be built in sectors that have not 

traditionally benefitted from clientelistic practices. The political debate would take place in a 

completely different environment, since the objective would not be to protect existing legislation 

and rights. Greece is in a process of restructuring the economy and could advantageously focus on 

knowledge-intensive and export-oriented sectors to build alliances not only for the legitimacy of its 

policies but for the future competitiveness of the economy (Malliaropulos & Anastasatos, 2011). 

Moreover, the resistance is most likely to be avoided since reforms are not seen as a threat to 

already existing alliances. Corallia is a good example hereof. The Government could, however, face 

several obstacles because of the overall distrust and antagonism towards the state. The perception of 

mutual interest is pivotal. Informal professional ties could potentially boost this perception at least 

in the short-term where the formal institutions are not capable of providing a productive social 

dialogue. The Government has to take advantage of strong social and professional ties. Effective 

alliances can be facilitated by informal ties; social ties, such as coming from the same extended 

family, school or city could possibly facilitate the coming together of private and public actors, 

whilst professional ties deriving from a common professional background and career paths could 

possibly facilitate the development of a common understanding (Abdel-Latif & Schmitz, 2010). 

Informal ties have indisputably disrupted the Greek economy, weakened the public institutions and 

distorted market competition; nevertheless, informal ties could prove to be effective in the short-

term. The problem will be to distinguish between collusive and growth alliances at first glance. The 

question to ask is not whether such alliances are based on formal arm’s length relations or informal 

particularistic relations, the question should instead be whether a given alliance generate tangible 

results in terms increased revenues, export, investments and job creation. At this stage, informal and 

formal does not matter, what matters is that the growth alliances that has to be established are with 

important economic actors that would benefit from effective implementation of the structural 

reforms and provide a new economic development path for Greece. The challenge would be to 

ensure that such alliances do not become collusive if the arrangement turns out to be too lucrative 

for both sides that they try to limit the spread of benefits to others or if the new interest groups gain 

enough strength to capture the state (Moore & Schmitz, 2008).  

 

Even though the Government is willing to take action, the strict budget might complicate the actual 

public action. Greece’s EU membership might have given Greece access to artificial cheap loans, 
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which has facilitated the preservation of collusive relations, however, being a member of the EU 

has also made Greece a major beneficiary of EU aid from the European structural and Cohesion 

funds, equal to approximately 3.3% of the annual GDP (CIA, 2012). From 2007-2013 Greece was 

granted €20 billion from the structural and Cohesion funds and €20 billion from the common 

agriculture policy (EC, 2012c). Thus EU aid makes up a major investment fund for Greece. 

Consequently, EU indirectly could determine where there is good breeding ground for an alliance. 

With little room for spending in the national budget, Greece needs to embrace EU as a third 

stakeholder in growth alliances. Not only can EU provide a significant amount of resources, the EU 

also dictate certain policy fields, which could have a positive effect on state-society relations at 

least when alliances are build within the “right” areas. Taken advantage of the Lisbon strategy and 

using the National Strategic Reference Framework can further facilitate the perception of mutual 

interest as well as the actual ability to take action since the EU co-financing rate of structural 

funding temporarily has been raised to 95% for Greece (EU, 2012b). Corallia is an archetype of a 

multilevel growth alliance where EU-funding has enabled the collaboration between the Ministry 

and Corallia. Corallia is hosted by the Athena Research and Innovation Center with the auspices of 

the Ministry of Development, competitiveness and Infrastructure, Transport and Network and the 

initiative benefits from financial support from the European Regional Development fund (ERDF) 

and national funds under the NSRF15 (Corallia, 2012b). In practice Corallia operates on a local and 

national level through two innovation centers located in Athens and Patras, while being closely 

connected to the Ministry. Less conspicuous is the cooperation on the EU level that ensures funding 

for the three innovation clusters. Conclusively, growth alliances can have economic knock-on 

effects, giving rise to new investors and diluting the original selective arrangement. (Moore & 

Schmitz, 2008, p. 43).  

 

                                                
15 Corallia received €9.5 million between 2006-2008 with €3.75 million from national funds, €3 million from the 
European Regional Development Fund (ERDF) under NSRF and €3 million in private funding from companies 
participating in the cluster (EE Times, 2006). From 2008-2013 Corallia received public funding worth €33.000.000 
(NSRF, 2008), €20 million from industry fund and the €10 million from private funds (Corallia, 2009) 
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7. CONCLUSION AND REFLECTION 
 
The objective was to investigate to what extent collusive state-society relations could be seen as an 

explanation for why Greece has been incapable of returning to the capital markets by 2012 despite 

large bailout packages and to examine how these relations could be replaced by more growth-

enhancing alliances? The foundation for answering these research questions is centered on the 

presentation of the empirical findings and the following analysis and discussion. This foundation 

depicts a state where clientelism and corruption for decades have constituted organizing principles 

in the political and economic life contributing to great imbalance in the combination of autonomy 

and embeddedness. Consequently, Greece does not resemble the developmental state portrayed by 

Peter Evans, instead Greece portraits a “partymonial clientelist state”. In other words, the Greek 

state is controlled by the major political parties, which has made embeddedness rather problematic 

in the sense that in their quest for political survival they have turned the state apparatus into a 

political tool for their clientelistic practices. In Greece, the political parties have organized their 

patronage networks through collective patron-client relation by abusing their mass-party 

organizations. This has eventually undermined the most important bureaucratic features and 

distorted the social dialogue by giving preferential treatment to certain interest groups with close 

affiliation to the political elite. There is a legacy of exclusionary state intervention. As a result, an 

overall strategic vision for economic development has been practically absent. Moreover, the lack 

of continuity and political commitment is reflected in the overall low reform capacity that has led to 

a decade-long list of ill-fated reforms that have run against entrenched interests and practices from 

powerful interest groups determined to defend status quo in terms of privileges, rights and 

legislation. The Economic Adjustment program makes insufficient allowance for the centrality of 

the political elite and the fact that the favored interest groups include public employees and closed 

professions  - not dominant economic sectors. From a critical realist perspective, the structured 

human agency constitutes a less observable mechanisms but a very imperative mechanism that have 

been overlooked in the calculation that Greece would return to the capital markets by 2012. The 

rescue program faces the same challenges that have led to reform failures in the past; the lack of 

political ownership and strong coalitional pressures from interest groups that could threaten the 

Government’s political survival. Traditionally, if large trade unions offer opposition to a Minister’s 

effort to implement the Government’s program, the Minister usually chooses to back down instead 

of putting up a fight. Thus, what we see today, is a recurrence; strong trade unions continue to 
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effectively fend off the much-needed structural reforms. The immense opposition through a vast of 

strikes or demonstrations has hitherto resulted in major delays in structural reforms. These delays 

have expanded the financial gap making it impossible for Greece to meet the fiscal targets. 

However, the public treasury is empty and the patience of the Troika has reached its limit, thus, 

Greece can no longer afford these exclusionary state-society relations. Future loan disbursements 

depend on the effective implementation of the program, which is explicit in the past months’ 

disagreements about the next loan disbursement. Moreover, the political cost of the program is 

already visible. The elections put an end to an era of single-party governments and demonstrated a 

diminishing support to the major political parties. This is the end of an era. A discredited political 

system and its contract with society are coming to an end (…) the problem is that there is nothing to 

replace it. The old order is dying, but the new one has not yet been born” (New York Times, 

2012a, p. Stavros Lygeros). At the empirical level, a weak state, reforms failures and 

demonstrations and strikes is only the tip of the iceberg made visible by the interplay of underlying 

structures and mechanisms. Putting the pieces of the puzzle together these events are interconnected 

not only by the overall debt crisis but also by the underlying structured human agency. Based on the 

argument that state and business need one another, Greece urgently needs a “new contract” with 

society that can provide state revenues, secure its political survival and legitimize policies and 

reforms. The “new contract” needs to support a future national economic development as well as 

the rescue program, since Greece is left with no option but to implement the structural reforms in 

order to receive new loan installments. However, an institutional configuration masked by relatively 

transparent arm’s length and formal relations is not achievable in the short-term, however, cases of 

growth alliances shows that Greece has been able to promote investment and growth through 

cooperation with economic actors. But, in order to make growth alliances a useful developmental 

tool a common strategic goal has to be within reach.  The research concludes that four key features 

facilitate the establishment of growth alliances; 1) a mutual interest, 2) a common understanding, 3) 

willingness to take action and 4) organizational capacity. Growth alliances may not necessarily be 

formal. Research suggests that informal ties may facilitate overcoming communication gaps and 

trust issues. The research proposes two strategic options for the Government to transform its state-

society relations: 1) growth alliances can be used to replace or transform redistributive alliances 

within the same sector by introducing new competition from foreign business. This could be done 

through the privatization plan. 2) Growth alliances can be established in other sectors where the 

coalitional pressure is lower. This could preferable be done with domestic actors. Conclusively, the 
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long-term goal should be replacing governance through informal relations with governance through 

formal rules, however in the short-term the focus should be on how to promote economic 

development in the current institutional arrangement. A new political order has to be born. 
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Appendix 1:  
 
Abbreviations 
 
 
ADEDY – Confederation of Civil Servants in the Central and Local Government 

DEKO – State-owned enterprises 

EAP – Economic Adjustment Program  

ECB – European Central Bank 

EMU – European Monetary Unions 

EU – European Union 

Eurostat – The European Statistical Agency 

FDI – Foreign Direct Investment 

GSEE - General Confederation of Workers 

IMF – International Monetary Fund 

IOBE – Foundation of Industrial and Economic Research 

OFE – Federation of Cargo Handlers of Greece 

OLP – Piraeus Port Authority 

OMYLE – Federation of Permanent Employees of Greek Ports 

SETE – Association of Greek Tourism Enterprises 

SOE – State-owned enterprises 

TROIKA – Inspectors from the European Union, the International Monetary Fund and the     

                   European Central Bank overseeing the financial situation in Greece 
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Appendix 2:  
 
Terminology 
 
Autonomy is used in accordance with Peter Evans notion about autonomy i.e. a state structure 
characterized by Weberian bureaucratic features, which ensures the state a certain degree of 
insulation from society in order to prevent a capturing of the state apparatus by social forces. Thus, 
autonomy does not mean total isolation. Moreover, autonomy also implies the ability to formulate 
collective goals and execute a government purpose instead of allowing ministers and other public 
officials to pursue their individual interest.   
 
Embeddedness is also used in accordance with Peter Evans notion; embeddedness is the degree to 
which the state is enmeshed in society. The term makes reference to the effects of social relations 
between state and society on economic development. However, Evans’ belief that state structure 
and embeddedness are independent variables means that a distinction is not clearly made. A 
distinction between connectedness that result in collusion and in growth enhancement needs to be 
made. State-society relations and alliances are two terms that are used interchangeably throughout 
this master thesis. However, what differentiate alliances from relationships is that alliance have 
been established to achieve a particular goal. In other words, Alliances are strategic establishments 
whereas relationship more refers to the general interconnectedness between politicians and 
business. For the relevance of the Greek case, these terms also encompass the relationship between 
state and trade unions (public employees). 
 
Formal relations refer to relationships between Government/politicians and private actors within 
society that are arm’s length, transparent and universalistic and based on formal rules.  
 
Informal relations and personal relations refer to relationships between government/politicians 
and private actors within society that are relationship-based, particularistic that are based on either 
social ties, such as coming from the same extended family, school or city or professional ties 
deriving from a common professional background and career paths. Informal ties do not necessarily 
translate into collusion or crony capitalism  
 
Clientelism is a key term throughout this thesis and refers to the collusive relationships that have 
been an organizing principle in Greece for decades. Traditionally clientelism means interpersonal 
patron-client relations, where an individual “patron” grants benefit or contracts to friends and 
family. In this master thesis, however, clientelism is used to describe what has been referred to as 
Bureaucratic clientelism, where mass-political parties carried out clientelistic practices.   
 
The terms Government and Greece are used interchangeable to describe the political leadership in 
Greece. Moreover, several terms are used to describe the institutional configuration; political-
administrative system, public institutions, public administration and state.  No major 
distinction needs to be made as they all refer to the state apparatus. 
  
The Troika is a term for the three organizations; the European Union (EU), the International 
Monetary Fund (IMF), and the European Central Bank (ECB) that agreed to provide financial 
support to Greece on the condition that Greece would implement austerity measures and structural 
reforms to reduce its massive debt.  
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Appendix 3:  
 
Timeline: Greece’s debt crisis 
 

October 4, 2009: PASOK defeats ND in the parliamentary Elections and forms a socialist 

government   

October 18, 2009: PASOK revises the Greek budget and debt figures for 2005-2008 and a forecast 

for 2009. The Greek authorities revised the planned deficit ratio for 2009 from 3.7% of GDP as 

claimed by the former conservative government to a budget deficit on 12.5% of GDP. The debt was 

estimated to 99.6% (Eurostat, 2010a).  

December 8, 2009: Fitch ratings agency downgrades Greece’s credit rating from A- to BBB+ 

followed by rival rating agencies; S&P and Moody’s. By summer 2010 Greek bonds have been 

downgraded to junk status pushing borrowing cost up and freezing Greece out of the international 

capital markets (Guardian, 2012b).  

March 3 March 2010: The Greek government announces a major national austerity plan which 

would yield €4.8billion.  This would be done through spending cuts in terms of cutting public sector 

bonuses, capping on civil servants’ pay and freezing pensions as well as through tax increases 

including an increase of value-added tax by 2 percentages to 21percent (Reuters, 2010b). 

March 26, 2010: Angela Merkel agrees to a rescue package for Greece  

April 22, 2010: Eurostat revises the budget deficit and debt figures for Greece. Budget deficit is 

revised to 13.6% of GDP and debt.  The debt for 2009 was revised from 115.1% of GDP to 126.8% 

of GDP (later 129.3% of GDP (Eurostat, 2010a; EU, 2012a) 

April 23, 2010: Papandreou calls for financial rescue from EU, IMF and ECB as Greece austerity 

plan fails to convince the markets followed by a steep rise in borrowing costs (Guardian, 2010a)   

May 2, 2010: Greece reaches agreement with EU, IMF and ECB on an program to stabilize the 

Greek economy, become more competitive and restore market confidence with the support of a 

bailout package worth €110 billion (IMF, 2010) 

May 4/5, 2010: The announcement it met by fierce resistance. Public employees stage a 48-hour 

nationwide strike. This General strike had a fatal outcome, where three people were killed in Athens 

when demonstrators set bank on fire in downtown Athens (Reuters, 2012a).   

May 6, 2010: The Greek parliament approves the first austerity bill (Reuters, 2012a)  
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July 7, 2010: Parliament passes Pension reform. The reform raises the retirement age and the 

contributory conditions, while establishing a new pension structure from 2015 (Guardian, 2012b). 

November 15, 2010: Eurostat once more revises the budget deficit and debt figures fro 2009: the 

budget deficit is revised from 13.6% to 15.8% of GDP (EU, 2012a).  

May 23, 2011: the government unveils a privatization plan with the aim of raising €50 billion by 

2015 (Reuters, 2012a). 

June 8, 2011:  Parliament agrees on additional austerity measures in order to cut deficit and to keep 

receiving loan installments (Reuters, 2012a). 

June 13, 2011:  - Greece gets the lowest credit rating in the world after S&P downgrades it by three 

notches, from B to CCC (Guardian, 2012b)  

17, 2011: Papandreou reshuffles his cabinet appointing Evangelos Venizelos as new Finance 

Minister instead of Georgios Papakonstantinos. The cabinet wins confidence vote on June 22, 2011 

(Reuters, 2012a). 

June 29, 2011: Greek parliament passes a second austerity bill securing a new loan installment 

(Reuters, 2012a). 

July 2, 2011: Parliament passes a law, which effectively abolishes opens up all the closed 

professions (Athens News, 2011f) 

July 8, 2011:  Troika approves disbursement of €3.2 billion (Reuters, 2012a) 

July 21, 2011: The Euro zone leaders agree on the necessity of a second bailout package. The 

precondition would be the involvement of private sector bondholders through impairment and 

restructuring of their share, thus contributing with some €50 billion by mid-2014 (National Banken, 

2012). 

August 31, 2011: The highest administrative court rules that all closed professions are 

unconstitutional (Athens News, 2011f) 

October 2, 2011: Greek government announces that Greece cannot meet the deficit targets for 2011 

and 2011 agreed on with the international lenders. They blame it on a deeper recession than 

forecasted (Reuters, 2012c).  

October 27, 2011: An agreement is reached among Euro zone leaders. A second bailout package 

estimated to €130 billion will be granted if private investors could be persuaded to accept a 50% 

loss on their Greek bonds.  

October 31, 2011:  Prime Minister Papandreou calls for a referendum on the approval of the 

second bailout package and the private sector involvement (FT, 2011). 
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November 4, 2011:  Government cancels referendum after intense pressure of the Euro Zone 

leaders (FT, 2011). 

November 5, 2011: Papandreou survives confidence vote and avoids snap elections (Reuters, 

2012c). 

November 6, 2011: Papandreou seals a deal with the opposition to form a caretaker coalition 

government led by Lucas Papademos with the single purpose of securing the second bailout 

package (Reuters, 2012a). 

November 9, 2011: Papandreou resigns as Prime Minister (Reuters, 2012a). 

November 10, 2011: Lucas Papademos – former European Central Bank vice president is 

appointed to head of the new caretaker government (Reuters, 2012a). 

December 14, 2011: IMF announces that structural reforms are delayed in most areas and are 

impeding the recovery of the Greek economy (Reuters, 2012a). 

February 9, 2012: The leaders of the three coalition parties and the Troika reach as deal on 

austerity measures in return for a second bailout package. Austerity measures includes 22% off the 

minimum wages, 15% off pensions and 15.000 public sector jobs (Guardian, 2012b) 

February 21, 2012: Euro zone leaders reach an agreement on a  €130 billion bailout package. The 

deal is expected to bring down Greece’s debt to 120% by 2020 (Guardian, 2012b). 

February 24, 2012: Greece launches an exchange offer for Greek bonds for private investors – a 

so-called bond swap (EU, 2012a). 

March 9, 2012: Greece cuts deal with its private investors. A total of 85.8% of the bondholders 

agreed to take major losses on their Greek bonds triggering a special clause, that dictates that 

private investors holding bonds under Greek law are required by law to follow the decision of the 

majority (Guardian, 2012d; National Banken, 2012).  

March 14, 2012: A second bailout package is approved by the Eurozone member states and the 

Greek government after months of tense negotiations. The second bailout amounted to €130 billion. 

A precondition was a significant impairment and restructuring of the private investors share (€206 

billions) of the Greek debt of approximately  €350 billion (the so-called “Private Sector 

Involvement, PSI) (New York Times, 2012a; EU, 2012a) 

April 11, 2012: Prime Minister Papademos calls for elections on May 6, 2012 (FT, 2012a) 

May 6, 2012:  First round of National elections take place. The discontent and frustration with the 

major political parties, Germany and the austerity measures is very explicit as alternative political 

parties opposing the memorandum rise in popularity. For the first time since 1989 no single party 
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won the outright victory; 1.) the conservative party Nea Democratia; 2). the radical left party 

Syriza; and 3) the centre-left party PASOK (Huffington Post , 2012) 

May 15, 2012: The political parties fail to form a government (Guardian, 2012c). 

May 17, 2012: New caretaker government takes over to oversee new national elections on June 17, 

2012. (Guardian, 2012c). 

June 17, 2012: Second round of National elections take place 

June 21, 2012: Nea Democratia manages to form a coalition government with PASOK and the 

Democratic left - all parties supporting the EU-IMF memorandum  

June 26, 2012:  Troika visits Athens to draft their final report on whether the country has made 

enough progress with its austerity measures and reforms in order to secure more loan disbursement 

(Spiegel, 2012b). The Troika demands more action to be taken prior to the next loan disbursement. 

The government is due to draw down second, €31.2 billion tranche but the deadline is moved until 

September 2012 the earliest (Collins, 2012).  

July 16, 2012: the government begins negotiations on €11.6 billion in savings for the next two 

years that the international lenders want to see before they will consider the next loan disbursement.   

July 25 2012:  Spending cuts worth €11.6 billion were identified and finalized after talks with 

Troika. The cuts still have to be approved by the socialist and moderate parties in the coalition 

government (EUbusiness, 2012). 

August 1, 2012: An agreement is reach between the three parties in the coalition government on 

spending cuts worth €11.5 billion. Nevertheless, PASOK’s leader Venizelos demanded more time 

to reach the targets. (FT, 2012b)  

September 9, 2012: Following a month break away from the negotiations, talks resumed, 

nevertheless the Troika rejects part of the austerity package, thus the negotiations continue 

(Telegraph, 2012) 

September 27, 2012: following a nationwide general strike, the three leaders of the coalition 

parties reaches an agreement on the basic principles of a new austerity packaged amounting to 

€13.5 billion, which is represented to the Troika on October 1, 2012. (Athens News, 2012k).   

October 1, 2012: Troika demands a more details on certain parts of the Economic adjustment 

program as they argue that projected savings from structural reforms in administrative, defense and 

health bottlenecks is unlikely to be implemented (Athens News, 2012l). 



 

104 

October 9, 2012: Angela Merkel visits Athens in order to show sympathy as the Troika is delaying 

its report determining whether Greece will receive the next loan disbursement. Her visit offers little 

relief (New York Times, 2012b).  

November 7, 2012: Greek government votes through austerity bill. The austerity package was 

approved with 153 voting in favor and 128 opposed and 18 abstained. (Athens News, 2012m)  

November 11, 2012: Greek government passes budget for 2013 stipulating new rounds of tough 

spending cuts. The budget was approved with 167 voting in favor and 128 opposed, while 5 

abstained (New York Times, 2012c). 

November 14, 2012: Greece receives a two-year extension to its fiscal adjustment program, but no 

decision was reach in regard to the disbursement of the €31.5 billion tranche. (Athens News, 2012n; 

Bloomberg, 2012). 

November 16, 2012: Greece avoids yet another default giving international lenders more time to 

resolve their differences as Greece managed to raise enough funds to make a €5 billon repayment.  

(FT, 2012c). 
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Appendix 4:  
 
Debt and deficit statistics  
 

GENERAL GOVERNMENT DEBT (1995-2011) 
 

 1995 1996 1997 1998 1999 2000 2001 2002 2003 
 
EUR 
Billions 

 
95.0 

 
107.6 

 
114.8 

 
115.6 
 

 
122.3 

 
140.9 

 
151.8 

 
159.2 

 
168.0 

 
Percent of 
GDP 

 
97.0 

 
99.4 

 
96.6 

 
94.5 

 
94.0 

 
103.4 

 
103.7 

 
101.7 

 
97.4 

 
 

 2004 2005 2006 2007 2008 2009 2010 2011 
 
EUR 
Billions 

 
183.1 

 
195.4 
 

 
224.2 

 
239.3 

 
263.2 

 
299.6 

 
329.5 

 
355.6 

 
Percent of 
GDP 

 
98.6 

 
100 

 
106.1 

 
107.4 

 
112.9 

 
129.7 

 
148.3 

 
170.6 

 
 
 

GENERAL GOVERNMENT DEFICIT (1995-2011) 
 

 1995 1996 1997 1998 1999 2000 2001 2002 2003 
 
EUR 
Billions 

 
- 

 
- 

 
- 

 
- 

 
- 

 
-5.0 

 
-6.6 

 
-7.5 

 
-9.7 

 
Percent of 
GDP 

 
- 

 
- 

 
- 

 
- 

 
- 

 
-3.7 

 
-4.5 

 
-4.8 

 
-5.6 

 
 2004 2005 2006 2007 2008 2009 2010 2011 

 
EUR 
billions 

 
-13.9 

 
-10.1 

 
-12.1 

 
-14.5 

 
22.9 

 
-36.1 

 
-23.7 

 
19.7 

 
Percent of 
GDP 

 
-7.5 

 
-5.2 

 
-5.7 

 
-6.5 

 
-9.8 

 
-15.6 

 
-10.7 

 
-9.4 

 
 
 
Source: Governance Finance statistics (Eurostat, 2012a) 
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Appendix 5:  
 
Interview with Mrs. Julia Phoca at the Corallia Cluster initiative  
July 4, 2012 (Athens) 

 
 

The introduction for the interview was not recorded, as I had to ask for permission to record the 

interview. The introduction included a short representation of myself as well as a short description 

of the research field. This interview was not planned, however, Mr. Makios had arranged that Mrs. 

Julia Phoca should give me an introduction to Corallia. The first part of the interview was for 

unknown reasons not recorded. The transcription begins five minutes into the presentation.  

 

Mrs. Phoca: We create linkages between all these actors whether directly or through us. We 

basically need and have to act an independent sort of body, actor, facilitator or catalyst what ever 

you want to call it, which will create the environment for all these relationships and corporations 

and networking and so on and so forth, you know to be created. What we do, well we do obviously 

not force people to do thing we just create the conditions that make them want to do things. So it is 

a very different approach, if you may, and of course, we always consider what the needs of each of 

the markets are so the idea is to stick to a bottom-up approach and of course not an approach where 

somebody imposes you to follow.  

 

Interviewer: So the role of Corallia is to facilitate the collaboration between the different actors? 

 

Mrs. Phoca: Yes but we have to see, what sought of collaboration is needed, we don’t, what I am 

describing here is fundamental. This is fundamental for things to go forward. The basic idea is that 

if you have I mean imagine this stakeholder lets say mapping, for a specific thematic area, or 

specific industrial area, you need all of these actors because all of them or have something to say or 

something to do, or something not to do, which will eventually help the industry which is the core, 

because the clusters are industries, and how can industries go forward faster become more 

competitive, become more knowledge, and so on and so forth. So basically we want all these actors 

to be presents, we need them to be there. This is fundamental this is important this is vital to have. 

Now the extent and the strength or the level of collaboration, they vary and of course and different 

times may be needed you know for relationships to mature and produce something, perhaps, per 

industry I am saying, so this is something you have to thing about. This is the idea and this is the 
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core. (Interruption - Somebody enters the room and a conversation takes place in Greek. The man is 

the owner of one of the companies)  

 

Interviewer: (the conversation continues from here) so, the cluster companies can rent offices in 

Corallia’s innovation centers, right?  

 

Phoca: Yes yes, and I will tell you about this.  So he has this huge amazing company with fiber 

objects, they are very good and they are very young. Younger than me… I hate them. SO the 

mission statement, Corallia was the first organization to be established in Greece for the structure of 

systematic management and development of clusters. It is interesting here to mention that, back in 

1997 some attempts by the previous government to produce and start developing clusters as I said 

back in 1997 when Michael Porter visited Greece and he gave a speech about clusters and how it 

could be used and so on. So the government said okay, lets do that. But the way it was done. It was 

so I would say wrongly put, because they basically did not acknowledge at the time that this whole 

clustering methodology needs a bottom up approach as I said before and not a top-down approach. 

So all though there was this very good feeling about doing this and supporting Greek economy. The 

way the implementation turned out not to be efficient. Lets put it this way because obviously, things 

did not work out, so the subject was dropped for years and then in 2004 we came up saying okay 

lets see what happened here and lets see what have happened in other countries, lets see what we 

have and anyway lets see how we can clue all these things together and use this tool of clustering to 

help this uprising economy that we could see was here. So that was just to give you a little bit of the 

history, so we were indeed, that why I mentioned that Corallia is the first organization to be 

established in Greece for structure and systematic management and development of clusters so we 

basically came here and said okay this is was done this is what we have, we did some methodology, 

some mapping. I will take you through the phases later. And then we said okay we need a long term 

strategic approach, to handle these issues and hopefully by 2015 because back then it was 2004-

2005 when the strategy was put in place and there was a long time lapsing, long time passing so that 

to see the results of what ever we built now can be there for us by 2015. So that was back then. And 

of course the idea was to develop the cohesive and productive innovation network system as I said 

before, where all the actors regarding what they do.  Because we feel that they all have something 

to I mean they all have something that can be a benefit form the industry and the core of the 

clustering. That’s why you want them all to interact.  And of course we should not forget about the 
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originality of clustering, as you may know the idea is…. This is something that sustains and may 

somehow strengthen the originality of the companies and the economy, so of course we take this 

into account and I will tell you later how. And one of the key-differentiating elements from 

previous attempt of clustering in Greece is the fact that and this is one of this is another focus of and 

a differentiation from other association or trade organizations. It is the fact that we basically aim at 

companies that have a lot of export orientation. We need companies to be the ones selling to the 

global market and not only the local market, because then competition is not necessarily productive, 

lets put it this way. If you have and small companies selling to the global market it is easier for 

them to cooperate or co-compete as we say or collaborate for better results, bigger results, so the 

export orientation is a vital I would say trade of the customers that we have. And as we say Corallia 

acts as the cluster facilitator where we implement specific support actions, which involve all 

innovation eco systems, so whenever we do something it is not necessarily targeting just one 

industry or academia, it could be all in some cases so we basically don’t differentiate what ever we 

do for the members. It is an open procedure for everybody, this is our motto our branding this is our 

tag line we have been talking about the need to be able to establish the brand name “innovation 

made in Greece”. We know that, in Denmark is very good with pharmaceuticals and cosmetics and 

so on. We know that Italy is doing shoes, fashion and France is doing perfumes,.  There is this 

originality of the product so what we are trying to say is guys innovation is made in Greece. And 

we should not be afraid to say it. And people who listen to that should not say  “ah well okay you 

better not say made in Greece you better say made in the EU, Because this is in fact an issue that we 

had to face, in the early stages. We had somebody saying I have this in my mind maybe we should 

when I sold to this company X. and they said we had this Y made in Greece and the guy said can 

you remove that or change it to made in the EU, because it doesn’t really sound nice. So this was 

and still is a huge issue. It is about perception in the end. So changing the perception is not an easy 

thing to do. If you do it and you’re successful the multiplying effects of this would be huge. The 

opposite of course is also very important.  It is a matter of perception but also people being about to 

saying NO we do produce innovation in Greece and innovation is made in Greece. So we are 

basically given people them self something to hold on to and say okay we can pursue this and we 

can go ahead and we can support this. And we will not let anybody say that it is not. So there is this 

need to somehow help the system believe in itself. Believe in Greece. So this is a very important 

element for us. I would say probably, along with our value system, something that follows us along 

whatever we do. We like to be able to develop originally and compete globally, so we do not forget 
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about the localization and the originality of our clusters. This is there it stays there we need to 

support the regional economy we need to support the companies, we don’t want them all to be in 

Athens, just because we are here. In Patras, we have a inno-hub, we don’t have a problem but we 

need them to stay there. But they have to be able to compete globally, so this is also one of the key 

elements somehow the messages follow us and the joy of creation comes from this understanding 

that if you have, if you are joyful for what you do, then you can be more creative, if you like what 

you do, and you’re talented you can understand you can manage it, you can be even greater, if you 

see something happening if you see one of your products or ideas being implemented and sold it is 

an amazing accomplishment. And we basically says that this is, desired situation that he want to be 

able and we want to be able to attract people who are interested in really enjoying this job and 

creation really be able to feel that they are doing something important, and that what they do have 

the results, a, b, c, d, and this is important. What is innovation clusters, I think you know, so I am 

not going to go through that. Innovation clusters in Greece, these are our strategic goals, and these 

are the threats that somehow became opportunities if you put in a SWOT analysis. So what we want 

to do basically and strategically, the research industry we want to promote the human capital we 

don’t ant to have them living abroad, we don’t want people to go a graduate in the state because it is 

better, it is brain drain. We want to promote the Greek human capital, we want to repatriate quality 

scientist, and we need to do that. It is about the companies them self it is about be excellent in 

selling managing your company, producing or I don’t know or having the right packaging for your 

product it is about being there at the time being excellent be at the right place at the right time. 

Boosting excellence, is one of the most important elements for us because, we feel this is what 

needs some attention in that sense that for example, we know that Greeks researcher are very 

innovative, they are very flexible, in terms of challenge we have it here and we are not. It is not an 

issue of making people more talented, it is imperative for them to be able to say I have produced 

this amazing thing, and I have to be able to promote, sell it market it blab la, in the most excellent 

way I can. So this is an important element this is want means excellence. We also need to leverage 

the competitiveness of companies the companies will become more interesting and important 

players in the global market. We need to improve the business environment because this is a 

situation here that needs a lot of improvement. We are working on that together with the 

government, and other association, and also the diffusion of knowhow, there is a lot of knowhow, 

and people don’t even know it is here. So we have to be able to create these linkages between 

academics, companies or what ever you name it, we have the knowhow and we do not even share it. 
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The selection criteria, it is not selection in that sense that it is rather, the trade, the characteristics of 

the clusters that we aim at, so we want knowledge intensive, the we want SMEs, and larger 

enterprises that can lead the way. And also universities and research bodies, we want the clusters to 

leverage the top of the Greek human capital, and we want the clusters to have a strong export 

orientation. Now, this is the phases, the development model, which we have created here for 

Greece. For what we do and this is basically the methodology, I would say that we use here for 

clustering. We have phase 0  where the preparation and the study. It is basically the mapping of the 

thematic areas takes place, so now that we know how the tool works. We say okay let see if and 

where the country may possibly have a global competitive advantage. So we sit down and we do the 

mapping. 

 

Interviewer: How was the first thematic area chosen for the cluster pilot project?  

 

Mrs. Phoca: There was a mapping, which took place in 2004, and based on the mapping, a few 

areas were identified among which was the first one microelectronics and embedded systems area,  

 

Interviewer: Did the Government/Ministry identified these areas or was… (Interruption)  

 

Mrs. Phoca: But when we went to the Government, they said okay so this is our model, chose one 

area based on your criteria, which basically fits. And we will produce the best results for you to 

proceed with phase one. This 1. Phase - the implementation of the pilot program. How can this 

model work for Greece? How can the companies work together? The focus of phase one was 

basically to try and test whether you can put the companies of the same industry in the same 

building and to grab them together to take them to a tradeshow together in Israel, make them work 

together, we needed to test if this could work. So the area was selected on these criteria basically. 

There was four areas identified initially and the government said based on the criteria which are the 

numbers of companies – we need a critical mass, the exports and so on and so on, chose the one 

which fits perfectly or best matches your criteria.  We chose microelectronics, because there are 

more companies, they have a greater export orientation; they have revenues, several criteria. 

 

Interviewer: But the name Corallia did not exist until 2008, so who was the “we” was that solely 

private actors?  
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Mrs. Phoca: No no no “WE” was HTCI, which is basically  “The Hellenic Technology cluster 

initiative”. This is what you will see in our logo basically. It was the body HTCI that was later 

named into Corallia.  

 

Interviewer: So what you are saying is that the initiative was a private initiative initially until you 

went to the Government in 2005 -2006? 

 

Mrs. Phoca: No no no it was an initiative, which was at the time under the auspices of a research 

body. So basically what happened. The Three co-founders were brought together by accident, and 

they we discussing the same things so they basically sad down and within some working groups and 

discussion groups that was taken place back in 2003-2004. They were basically debating.  These 

were just regular debates of interested people or researcher or what ever.  So they were debating 

about how one of the key issues that they debated about was in the group at least how to be able or 

how to help the country to stop the brain hampering that was the number one. Lets say – that was 

the tricker, let’s put it this way. Because all three co-founders was people who had returned from 

abroad and they had return because they said okay guys we have the greatest country in the world, 

we like the climate, we like this we like the other. We have families and we need to go back, they 

had children, wives and so on. So they all said lets go back. And when they went back they were 

trying, to see how can we stop this who can we bring more people back. Because obviously it is not 

just about the weather or having a wife, so that was one of the issues that they were discussing in 

these work groups, and they started, analyzing, and studying the clustering tool, they started 

analyzing some case studies from other countries, and a case about a huge repatriation that they had 

achieve in Taiwan, and basically they did this, really I would say in depth research and study of 

how other countries managed to achieve this goal, and this process ended up in the development of 

this model and the development of the idea of starting to work on the cluster idea in Greece, this 

could probably be the way it could work and then obviously this was again. This works, this works, 

this works, and this was basically how things started. The selection of areas as I said one of the key 

criteria was where do we find the greatest concentration of companies, who are the ones that have 

the greatest export orientation, these, where can we find or where does it exist if it exists the 

collaboration between academia, some fundamental issues, were basically checked I would say in 

order to select the area and say okay now we will go ahead and try an work on phase 1. So this is 
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what happened. Phase 1, and the obviously phase 2 and then the development of new clusters, and 

things went well and so on. The important thing is and this is one of the key elements for what ever 

has been done here. Everything was done after thorough research and analysis we did not come up 

with this idea one morning, and said okay lets do some clusters, things were thought through, things 

were of course changed, you know you start with one idea and then you obviously fine-tune it 

during. But the most important thing was that there was always a strategic goal underneath the ones 

that I mentioned before. And these have never been change. The strategic goals were set and we are 

trying towards them every day. So for, as far as we can see these never changes. Then we go to 

phase 2.  

 

Interviewer: Phase 2 is where you are at now with the first cluster? 

 

Mrs. Phoca: Yes that is where we are now with the first one, we are going through phase 1 with the 

others, of course the maturity is not leveled because they did not start all of them at the same time. 

There are three clusters but the maturity level is not also the same because the pace of the maturity 

is not the same. And another issue which also affect the maturity is the history, what is mean about 

that is that when we had the microelectronics, which was of course was slower, because people had 

to believe in it and bla bla bla, then the successful analysis of the mi-cluster allowed, the 

development of the newer cluster to be faster, and then while the mi-cluster, became even more 

successful then on the other hand the other clusters would pace up quickly and. Then the industry 

would come and say we have a lot of things to do. Lets move on. The gaming cluster is like a 

rocket. I will give you an example, compared to the start of the mi-cluster, no comparison in terms 

of pace. So the phase and the maturity levels are not the same. We are now in phase two with the 

Mi cluster, but I just wanted you to see the model. So during the phase two what happens is 

basically the wide scale employment. What we try to do is to be able to strengthen all these 

linkages, create the linkages either directly with them or through the media, from here to here 

(showing on power point). The ecosystem from here to here. So, this is why all the players basically 

come in. and we say okay guys. You are all in lets see what you can do together.  We open up the 

situation. We all know who is who - you all have an equal opportunity in terms of information and 

knowhow and do, this is what happens.  We facilitates a lot of things but the idea is to bring 

everybody together that is want happens in phase 2.  This is why it is called the wide scale 

employment because everybody basically comes in. and we want them to be able to and we 
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basically focus on the attaining a competitive advantage in  the selected thematic areas. So we need 

to be able to say that, this collaboration and this wide scale deployment of actors and stakeholders 

can basically be one competitive advantage and bring it and sustain it. Allow it to be the ticket for 

even greater success. And of course the transformation to world calls clusters or gold medal 

clusters, as they are talking about now in Europe. It is of course a goal because we are always, and 

we never deviate from the trends of clustering in Europe. This is another thing; we are also 

members of in all the tactics and all the observatories. We always follow the trend, but we don’t just 

follow the trends we also set the trends along with the teams and groups. So for us to be able to 

have Greece being present in this. Because we know that our clusters and what we do is very strong 

although it is small in size. They are very strong in terms of strategy. This is very important. So 

implementation! As I said before we have the three clusters, this is the Mi (-cluster), the Si (-

cluster) and the Gi-cluster. This is the situation now. You see the maturity is different and you can 

see the numbers. If you make comparison you will see that, ages does not necessarily mean 

something or number of actors. 

 

Interviewer: (looking at a power point show) I assume these are numbers from 2011? 

 

Mrs. Phoca: yes,  

 

Interviewer:  That means despite the debt crisis it is still going very well for the clusters 

 

Mrs. Phoca: well since they are selling in the global market.  

 

Interviewer: Exactly - they are not affected in the same manner, as if it had been only sold on the 

domestic market?  

 

Mrs. Phoca: This is somehow affected, I am not sure this would have been the figures with the 

situation had been different. But, it is definitely not dying; let me put it this way. This is certainly 

not dying and we don’t think technology will die soon…(Interruption - Professor Makios enters the 

room and a conversation takes place in Greek regarding the next interview)  
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Mrs. Phoca: The innovation hub is about the originality I mentioned, we have one in Patras, and 

then we have this one in Marousi (Athens). Now in this building, we have the ground floor, which 

is the common area, we have the first floor, which is where…. And the second, third and fourth is 

where companies rent offices. ………….. Patras is quite new. It is to be able to establish these 

building as a point of reference for the industry and for the entire eco system in micro electronics, 

primarily in microelectronics, we are now working on the development of new infrastructure for the 

space cluster and the gaming cluster in order for them to be able to once again have a point of 

reference. We want people to come here meet, interact, networking, we want them to do it here, we 

offer, these facilities as part of these attempts in our work towards creating an environment which 

will help them and facilitate the collaboration. These are clusters - they basically sell everywhere,  

 

Interviewer: This building is mainly for Mi cluster companies then?  

 

Mrs. Phoca: These are some of the rewards that we have received as part of our recognition. The 

Mi cluster was labeled as a bronze cluster, last year this was part of the.  I don’t know if you know 

about the labeling system of clusters in Europe, okay but what they do is this, to cut a long story 

short. EU decided at one point that they had to measure the results of all the expenses and all the 

investments in clustering. So within this framework, because it is important for them to measure 

what have been accomplished, they said okay we spend x money. What is the return rate? So as part 

of that one of the key issues that was identified was there were quite a lot of cluster in Europe, but 

most of them are not really excellent so we don’t even know what they are doing,  they just call 

them self clusters, and what ever,  there is no professional  cluster developing in these, there is just 

one man standing there saying I am the cluster manager and they don’t even know what they are 

doing and there is no standard, there is no labeling, there is nothing, not even approved code of 

conduct, or framework for the clusters, although there is a lot of investment and a lot of people 

working in these clusters. So anyway as part of this situation there was this European protocol 

called the European cluster excellence initiative, ECEI, which was a pan European project to 

develop  a labeling system and a training material for cluster management, so within this 

framework, quite a lot of clusters were interviewed across  Europe to see what is the standard  and 

they basically created a standard according to which they provided labels. So about 30 clusters out 

of quite a lot about were qualified or label as bronze and the next label is the gold label, which we 

are working on.  There has only been three labeling of the gold labels which was given back in 
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April in the Vienna Conference. And we are hoping to get it by September, so this is just to give 

you and idea of what they are doing and how well we stand on the European scene. Which is very 

important for us. We have been well received and welcomed by several other European bodies. 

Here is just some example of how well we collaborate with the European commission and several 

things. This is important for us because we have been acknowledged by the EU commission as a 

best practice from Greece and best practice for clustering generally, so it is a very very important 

thing for us to be able to stick to being excellent, to stick to being progressive, to be able to 

transform and meet the needs as they come, and basically be flexible without deviating from the 

strategic goals so this is something that has been I would say acknowledged and recognized and it is 

very important for us.  There are even things that we didn’t even know would come up but all of a 

sudden they came up. And in the OECD science technology and industry outlook in (2009), 

Corallia was presented as a best practice of the establishment of the innovation clusters in Greece 

among other equally important initiatives from other member states, We never ever had any 

collaboration with OECD they just came up, there.  Not bad at all. But this is happening with us 

even trying to pursue it. And it is very important for us. So that is basically it.  

 

Interviewer: You would not happen to have key figures from the clusters about growth, job 

creation, etc.? The ones I found online were from before the crisis, but it would be interesting to 

have newer key figures now with the crisis. Like the ones you showed earlier in the power point 

show? 

 

Mrs. Phoca: We don’t have  

 

Interviewer: Well, then the one you showed me before with the three clusters, where it said the 

turnover rates and so on.  

 

Mrs. Phoca: You need information about growth?  

 

Interviewer: Yes please. Because I want to use Corallia as the positive case in my master thesis to 

look into how other sectors might benefit from collaboration in order to restore growth.  It would be 

nice to be able to show key figures and to show how Corallia has made positive progress. Online I 

saw online key figures but it was from 2006- 2008. The growth rate was really impressive.  
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Mrs. Phoca, That was phase 1, the numbers you saw was phase 1, the growth rates for phase 1.  

 

Interviewer: Exactly, but I could not find any newer key figure for phase 2.  

 

Mrs. Phoca: I have to check.  

 

Interviewer: Thank you - that could be great. 

 

Mrs. Phoca: so now you want to proceed with the questions I assume?  

 

Interviewer: yes please. You have in fact already answered the first 5, so that was good, but the 

theme, that I am going to ask about is mostly concerned with the relationship between the state and 

the business community. You know like, how you make successful collaboration between state and 

private sectors, universities and to what extent the collaboration is important? (Interruption, never 

made it to ask the question) 

 

Mrs. Phoca: But this is the idea. This is how it is done; Corallia is created as a catalyst or a vehicle 

where for example, one of the services that we offer to our members is being able to provide them 

with support for funding. For any type of funding. So it could be governmental and public funding 

or it could be funding from private investors, it could be banking it could be or what ever. So the 

collaboration between the government and the companies and us and so on maybe one of the ways 

it may be establish is through the exploitation of available public funds, which are given for 

clustering. So this is the most important way 

 

Interviewer: That means the funding is the most important part of the collaboration?  

 

Mrs. Phoca. Other ways, that the public and the companies could cooperate we are trying to link 

public officers with the industry in terms of being able to creating this environment for them  to 

have a productive and fruitful dialogue. We have hosted here many times even ministers, and not 

even ministers, from lower levels it could be public servants, but we have had up to ministers 

talking g about how business environment could be fixed.  And here the companies have been able 
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to report back to the government directly and say you know these are the issues that we face. This is 

what we would like to see changing. We have created this situation where people can feel free or at 

least feel that their voice can be heard, at least. So this is want we do. I mean we have hosted many 

I mean we even had here the commissioner Hahn (Johannes Hahn) from regional development and 

he was here having an open dialogue with the companies or course only with the CEO’s. I mean 

this is something that we pursue a lot and we always try to it. And we always want to have a 

dialogue. Last year we had three consecutive meetings, with follow-ups and again and again with 

the minister.  And he was here talking with the companies directly, with out even being afraid. He 

would sit there and listen to what ever they had to say – with his team of course. But it is very 

important for the companies to be able to feel that they have a direct access to the government. 

 

Interviewer: And I guess many times the companies are more aware of what policies and reforms 

are in fact needed, so it is important to have this dialogue.  

 

Mrs. Phoca: Of course, and this is want we are trying to do here. We are trying to - lets say - 

implement a bottom up methodology, so we are not trying to have again the public officer saying 

you have to do this, where the environment doesn’t really want this. So we are trying to create an 

environment for feedback to be basically coming both ways.  We have to find a two-way 

communication between the actual industry and the policymakers. What ever that means it is not 

necessarily, the ministers himself. We use the example of the minister   because I wanted you to 

understand that. We have had very good examples of ministers who try to actively support either 

the clustering idea and the have not knowledge in clustering and they are trying to make the best out 

of it to be able to create the best situation possible for the companies. This is a very I would say 

huge success, and it is a huge success not only for us. But for the country, because if they did not 

acknowledge it. They would obviously not be here. They would not spend there time here, and they 

would not come in here and stay for three hours allowing them self to be hit by companies directly. 

Because of course people complain it is not all about happiness and we all loving each other. Of 

course we complain. But they were there managing it and it is a very important thing. And it was 

very important for the companies as well. These are a few of the things we do. To be able to do that 

and again, depending on what the framework is, if there is a specific action line in place or designed 

or what ever, then we always try to match the feedback and be able to share it. So this is want I 

wanted to say.  What else would you like to ask?  
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INT: This was actually one of the questions I was going to ask Mr. Makios.  

 

Mrs. Phoca: Do not ask Makios this. Just keep what I said.  

 

Interviewer: Okay, I would also like to know how efficient and effective is the state agency, and in 

what way could this be considered important for the success of this initiative?  Well, later today I 

am going to interview the Tourism organization for enterprises, and when you read their report, 

they emphasizes the importance of a competent Ministry. How do you see it?  

 

Mrs. Phoca: I don’t think we have an idea about that.  

 

Interviewer:  Let me rephrase it. What I meant was: It seems like the Ministry is really supporting 

the Corallia initiative, so how Important do you see it to have the support of the state? As you said 

yourself, you needed to have. 

 

Mrs. Phoca: ?? 

 

Interviewer:  What I am trying say is that the ministry is supporting this initiative, right? and this is 

really important for the success, you referred to it earlier, did you not?. 

 

Mrs. Phoca: But the ministry supports. But I do not understand? 

 

Interviewer: As I wrote in my e-mails. This master thesis is concerned with state-business relations 

and cooperation. Thus, I am interested in knowing how what you have experienced here can be 

used in other sectors, where the ministries are not that supportive, like tourism.  They are not 

effectively supporting, At Corallia, the ministry has dialogues with the companies, right? 

 

Mrs. Phoca: I would like to say something, there is a huge difference between us and other 

agencies, the huge difference is this, we do not act and we are not a result of a public initiative, we 

are a result of a private initiative, which I of course funded by public money because what we do is 

for the public good, and this does not sound nice, but it is. So this is a huge difference, but the way 
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we operate is not because the minister said so, it is not because we will get our money regardless, 

we are not public officers, and this is a huge difference and it does not mean, the thing you are 

asking me. This is what you would get as an response. It is not down to whether it is public agency 

or a private agency.  It is a matter of who basically is in there. And what do they want the benefits 

to be. So this is completely different. That is an agency that has been there for millions of years? 

You know specifically when you talk about tourism. I don’t know what they do, really I don’t 

know, I honestly don’t’ know. Whereas we are here is completely different, the culture is 

completely different. 

 

Interviewer:  Well so how important is the state support? I mean that the state believes /has an 

interest in the initiative?   

 

Mrs. Phoca: I do not say that the state does not believe in the others 

 

Interviewer: well, but not all ministries have established the same degree of collaboration with the 

private sector (Interruption) 

 

Mrs. Phoca:  But the private sector does not want the collaboration. 

 

Interviewer: I am not referring to whether or not they want the collaboration; the question is 

whether the collaboration was an important factor for the success of the Corallia initiative. I mean 

the fact that the state is supporting the initiative? 

 

Mrs. Phoca:  (seems irritated, that I “give” some credit to the Ministry”). We have spent 100 of 

hours investing in creating this collaboration. It is not something that just came up. They look nice 

and lets just give them the money and trust them. We have changed millions of governments and 

now we have a new change. We have change. We have changed General secretaries, etc. under 

which we basically are. Changed from one ministry to the other.  We have changed a million public 

officers. But this never was an issue. But that is because we never led this become an issue. That is 

what I am trying to say.  Because we kept on going and we still do invest into creating this 

collaboration being able to persuading people   that what we do is this and that. We have to do it 

every time from scratch. But we never led it faith. So it is a matter of culture. It is not a matter of 
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the government being collaborative and supporting just because. We have invested I am telling you 

and this is not a joke, 1000 hours to be able to bring the public officers in here - To have a more 

fruitful dialogue. It is not something that happens automatically, because we are beautiful. R we did 

a few things, which were nice. This is critical this shows the difference in culture, I don’t know if 

the other people did that I don’t even know. 

 

Interviewer: In other sectors they could lack from strong representation in the… (Interruption) 

 

Mrs. Phoca:  There is a he lack, because the heads change by government all the time we do not 

have issues like this because we did never allow it and this whole lets say, structure of corallia was 

created in such a way in order for it not to be affected by changes like this we do get affected 

because we always have to persuade but if we got a minister we who thought technology sucks and 

we don’t even care, we would just have to work extra hours, to be able to sit there and say NO IT 

MATTERS: in order for us to be able to go ahead with out program. It is not an easy task and it is a 

task, which we have achieved after 1000 of hours. It is important; we don’t get things done because 

we are nice, 

 

Interviewer: So what you are saying is that the persistence of the private sector is almost more 

important than how the state/ministry is organized? Corallia is for instance a private initiative, is it 

important that private actors is really willing to pursue this collaboration?  

 

Mrs. Phoca: What I am saying, is that we do not have the culture or the mentality of people who 

are always going to be in the public sector, who do not care about what they do. We are here and 

although we do get public funding, obviously, we are here working as if we were in the private 

sector. We work for our survival and we work for us to be able to get more years coming.  We don’t 

have the magic ticket for ever as no company have, although one can say you can always get public 

funding, it is not like this, we also have to perform. And we are trying to perform in an excellent 

way and that is what makes a huge difference. We do not just do things we do things progressively; 

we do things in an excellent way. And this has never changed. What I want you to understand is 

that of course we get the public funding, of course we have security, but it will go away if we do 

not perform. It is not that things just happened for us we have worked a lot. We have been 

persistent, systematic, strategic, present, ongoing, non-stopping.  We never stopped, we are doing it, 
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we are creating, I think one of the reasons that we at least for now, because we just had a new 

change of government. Now we have to go again meet everybody, because you don’t know him or 

her. You have to start and meet again and say this is what we are and what we do, bla bla bla, but I 

think one of the reason why we have been accepted in appositive way is because we have been able 

to present results, we are able to say if you invest A you will get A+B. and this has been proved, it 

is not just, a projection it is proven and we keep on proving it. In a better and better way. So this is 

indisputable. It is huge. And it is needed. That why I think that we have been welcomed so far in a 

positive way of course with whatever that means the difficulties and so on, it is not all quite and 

romantic, of course not, being able to stick to being result oriented product oriented performance 

oriented excellent oriented, you have good recons on you.  

 

Interviewer: You also receive funding from the EU until 2013, right? What will happen 

afterwards?  

 

Mrs. Phoca; Yes, some of the programs will get extended and also some of the projects, because 

there was a delay in the commencement., we also have funding for specific European policymaking 

clusters which are irrelevant  these a separated from the other programs. Some finish in 2014 and so 

on.  

 

Interviewer:  did other clusters emerge in?  

 

Mrs. Phoca: Some other clusters have emerged, I am not sure, or I am not positive if you took 

these cluster under the labeling that they would even get the bronze. It is not because I want to say 

that we are better, but I want to say that, the need now it to be able to have clusters, excellent, in 

many ways, not just groupings that call them self clusters because it is in fashion. As simple as that. 

So I am sure there is more initiative and I am sure there will be more, I am not sure and this remain 

to be seen but I hope that what I have said I proven wrong because I would really, like, I am not 

sure, they will work towards being excellent because there is many areas where clustering could be 

applied it is not just technology. I mean you can do it in millions of areas and sectors, also in sectors 

in Greece which are traditionally strong, so if you applied it in a right way you can get huge result 

but if you don’t apply it in the right way you may get nothing. It is as simple as that it is not rocket 

science.  
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Interviewer: Another challenge is also to get people to collaborate, when they see each other only 

as competitors?  

 

Mrs. Phoca: Yes but this is another challenge that the cluster facilitator needs to meet, because it 

has to bring people together, or competitors it is crucial to be able to bring them together, let them 

sit in the same freaking table and discuss about business - especially in Greece, where the culture is 

very different. 

 

Interviewer: Do you mean the lack of general thrust in Greece? 

 

Mrs. Phoca: Yes and being able to have companies that trust you and trust you because you are 

indisputably right, correct, it is very important it is about relationships, whether it is the government 

cluster members the industry, what ever it is about relationships and it is huge issue to be able to 

manage this balance in the right way without you know being, one time this way another time that 

way.  We have to stay balanced, and stay focus on what we do. We “vault” discrimination.  It is a 

huge thing to be able to do that and we so far have managed to do that obviously in a very good 

way. So let me go and get Mr. Makios.  
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Appendix 6:  
 
Interview with Mrs. Vassilios Makios at the Corallia Cluster initiative  
July 4, 2012 (Athens) 
 
 
The introduction for the interview was not recorded, as I had to ask for permission to record the 

interview. The introduction included a short representation of myself as well as a short description 

of the research field. It needs to be noted that interviewing Greek people often complicates the 

actual interview since they have their own agenda. Consequently, I had difficulties asking the 

questions that I had planned. In my e-mail I had pointed out 4 items of the agenda, Mr. Makios was 

only interested in speaking from these 4 items.  

 

Mr. Makios: so welcome.  

 

Interviewer: Thank you so much, I am very happy to be here. 

 

Mr. Makios: so the first question is: The role of Corallia as a cluster facilitator and the benefits the 

member companies/organizations have gained from collaboration with other companies and with 

the state. So listen, A cluster today all over Europe and I would say in the rest of the world is a very 

intensive tool, to do what? To do innovation via collaboration, and complementation, today, any 

product is very difficult to be done by one particular group or person or what ever. So you need the 

help of many factors, think of a pill for lets say blood pressure, you have to work in this area, 100 

institutions working together, one will find that, the other will find that, and think of Steve Jobs that 

IPAD there were ten distinct groups within the company who worked to execute one, one on that 

particular issue, the other on that particular issue, and of course there were ten other companies 

doing the same thing, so the competition is between groups.  SO Michael Porter in the 90’s decided 

that, if you want to do something today you have to collaborate, and his model was the natural 

model in silicon Valley, In Sillicon Valley, I was in Canada, 20 years before that, and we started 

that in Ottawa because the difficult problem of communication in Canada was big. You know 

Canada has 50 big cities and nothing else,  - empty- so they decided in 1970 to put the first 

Canadian commercial satellite. So all the digital revolution happened in Ottawa in Canada, and I 

was part of that in the University. So the point is that the universities in the west I mean in the USA, 

Canada, played a major role, which is not the case in Europe, in the development of new ideas, new 
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products, so entrepreneurship was the word. The keyword. The thing is clustering is a very 

important tool since that time and the countries have started to realize that it is a trend in the last 10-

12 years. So In Europe the first big cluster was located in Southern France – so they created this 

idea of collaboration. And now from that, the cluster observatory, the European cluster observatory 

has been created, and all the peripherals where Corallia is a member of. Now for us, when I met 

“TO CO FOUNDERS”, six seven years ago. It was in 2004, we decided to put Greece in the scene 

of modern technology high technology. How do you do that? You do that by finding, in which areas 

you can become first in the world in special areas and today this is possible because all ICT 

technology for example you can have a niche with one project, like a voice operating chip or 

something. And you can become the first in the world. By putting you effort in one specific user 

oriented product, which can make bomb. So when we started in 1999, I was still in Patras at the 

University we brought ATMEL?? And American, Greek American company, which produced the 

chips, which was called flash memory chips.  Now this company started with 7 people from our lab, 

1999 by year 2003, they had 250 people. So this company with that design center which they 

established in Patras, they educated, 250 young Greek people to become entrepreneurs, and this was 

the initiations, now by the year 2004-2005 when we met with Nikos and Jorge, already in Patras 

Akmel was existing and three or four companies and 7 companies here at the national technological 

university. So the two institutions the national technological university of Athens and the school of 

engineering in Patras, they had already put in the heart of the young people to become 

entrepreneurs.  All the European commission had projects in ICT it was call esprit, they act, they 

were funding to enhance the development of ICT technology.  So we became via those projects we 

became well aware of what was happening, we were part of consolsia, which was with Siemens and 

GP, British telecom and Italian and so on. This was the initiation.  And now, we see that in 

microelectronics and embedded systems where the Greek have (…) of design because of nature.  

We had 13 companies, and we saw that Greece can become in areas where we have already ten 

companies which we can see if they can glue together… collaborate, well the point is in micro 

electronics there were 13 companies we realized that another area would be renewable energy 

another area would be biotechnology, acrofood, culture via digital content -and other areas, which 

we could see. So we went to the government and with European Commission funds, regional 

developments funds, we said we have this portfolio what do you suggest. They said listen, take one 

cluster, which is the more mature of those, try to develop that cluster and see if they can glue 

together and then we will see. So 2006, we got a grant from the government, to create the 
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ecosystem. So what do you do? You rent a space. You put some of the companies here some of 

them in Patras in the science park, and we want now to put them to work together,  so we let them – 

the companies decide which projects they are willing to do together. And that’s how we started. 

And I will not go into details, in the beginning it was psychiatric Treatment, because people when 

they work alone, her is my competitor, they don’t realize that their competitors are nto him but the 

rest of the world. And I would tell you a long story short, 13 companies with this initial funding 

they glued together, and within a two years span, which was 2006-08. We put for indices, we say if 

those indices are successful then the project is successful, first was patents, so we taught them how 

to do patents, we brought patents lawyers here so that the Intellectual property that you have it. The 

second was export if you are export oriented then you know that this is vivid a good experiment for 

the country to create money. The third one is, people – and fourth turnover, so in two years time 

those four factors, doubled but at the same time, small and bigger companies were starting to come 

together, and they would say I want also three or four times a year we select new companies. At the 

end of 2008 there were 40 companies, but at the same time 30 universities institutions, now then we 

went to the government again and reviewed it and at that time the fourth regional fund ESPA, was a 

available. We were the first to attract, to go to the government say to the government listen we are a 

very successful give us now a bulk to address does 30 -40 plus what ever and then they sat down 

and decided what projects they will do, there …… so there was one stream for start ups, they can 

gain this de minimis program 200.000 there was a stream of big projects where ten companies 

together for one very important project and the third one was  to invest if one company brings 

venture capital from abroad we put another 50%. All those projects were 50%/50 so the company 

expect from university where it is a 100%. So the thing is we noware in the phasing out of the 

project and I hear every day that there are three major projects the one is in sensor networks, where 

14-15 new products are coming out. The second one I lab on chip, to create chip to measure a DNA, 

this is going very well. The third one, and this is 7 or 8 companies 60 GHz mobile…so those were 

the three proects and the third one was 11 million dollars came was venture capital to seven 

companies and we gave another 50% so this is successful. So you first question is how a cluster can 

help it created I would say an eco system in microelectronics and embedded systems which ten 

years ago I would not even have expected in my dreams because it was a systematic way of 

tackling, I mean, and this was pherifirated. And now we have this cluster with 130 members. Two 

years ago we started to think about the future, so the second cluster, which not only the public but 

also the private sector the gaming cluster and this is going fantastic, the third one space cluster. All 
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the three of them are in the mingled because it is ICT technology, and beside that, we help other 

areas like agro food mobile technology, to evolve and we give them the experience, a group of 12 

people have succeed in creating an ecosystem with more than 5000 people involved because of this 

gluing mechanism which is called clustering. 

 

Interviewer: And what is the exact role of the state? 

 

Mr. Makios: the state was financier in the beginning, you know because if you want to start 

something they ask you always. Can the private sector start something like that I would say no. The 

private sector can start only when they see the benefit, but if you have not created, the ecosystem 

that you create only with money,  public money, this is the only way. And that is why the big 

companies in Europe are not going to succeed because they are stubborn and bureaucratic, 100 

years ago it was the big companies because this was an organization, but now it is inflexible, now 

Nokia for example have 1500 companies around it just to give you an idea A youngster if he works 

at his house with three other youngsters their idea are fantastic within the company he has an idea 

he has to bring it to his boss the boss the other boss, the other boss and until he went to the big boss,  

the idea has already fainted away. So this is a new tool and that is why this idea of Michael Porter is 

important. So lets go to the second. 

 

The contribution to GDP: the point is that we feel now that the whole three are having turnover 

more than a billion I would say a private company in the gaming cluster have turnover 1 million 

some of the big companies have 3 billon the contribution to the GDP in Greece is fantastic it is 

perhaps, 10% of what we export. A now this is only in 5 years. So I would say if we establish the 

idea of clustering this can become a tool of development, for other areas like shipping, tourism in 

tourist areas, they use methods of ancient times,  

 

Interviewer:  Now when you mention tourism that is one of the sectors in my thesis. I want to use 

Corallia and the collaboration as the good example and look into how it can be used in tourism.  

 

Mr. Makios: and how do you put it? All that what I told you? You bring inside the tourism 

interconnection, tele-conferencing, information and libraries, could you imagine I go to Mykonos in 

the summer, and I bring with me 10 books, if you bring you Ipad you can read the book of 
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hemming way in now time. So the whole concept of tourism is antiquated. Spain, Italy of course the 

food is good but can you imagine, that you send him an e-mail what is the menu, I will choose a 

menu of fish and he know every day that he have  40 people that want fish. There are so many 

problems that you can solve. Can you imagine all the wine come together and they have economy 

of scale and they say Greek wine and they can brand it more easily. And under Greek wine you 

have 200 particular flavors, you say that Greek wine form northern Greece, and that from 

Peloponnesus, Greek food,, Mediterranean food go through via technology… (Cultural chitchat 

about the Ancient Island of Delos, about making games for kids and about his trip to Denmark 

where he visited Louisiana and Helsingør)  

 

Mr. Makios: the public –private partnership this we have because now the Government feels that 

we are the players, they told us how did you do it, this we want to copy. And the private sector is 

coming to us and say can you create for me a cluster. This come naturally because the thing is that 

corallia, being the facilitator, has around it areas which they have to combine. So it is export 

oriented, high technology, next to it universities, young and bright people and government to do 

that glue.  In the beginning you need the government afterwards, you need venture capital so 

private, so a guy come this guy is doing something good, I will invest in his company and here is a 

start up who was doing mobile technology, students from Patras and Athens universities. They were 

sold to an Israeli company for 4 million. So this is called exit strategies. So you see this, you need 

the mass media, the suppliers, for example all the companies here are using a tool a soft ware toll to 

set up the chips design. The Electronic design automation tool - this cost one million Dollars per 

license pr year nobody could afford it. But the companies came and said do you know something I 

feel like area here is important and I will give them with great rebate, so the suppliers for economies 

of scale give different prices. So this eco system works now flawless. And this place where you sit 

here is very important because here is where people are coming together, outsiders, insiders, and 

they discuss 

 

Interviewer: do you also mean people from the Government/ministry?  

 

Mr. Makios: We have an auditorium and that’s where we teach them how to do business, patents. 

Let me take you to show you the show room (after an interesting sightseeing tour around the 

facilities and a lecture about Greek philosophers, I left the Corallia Cluster Initiative)  
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Appendix 7: 
 
Interview with Mr. Yiannis Drakopoulos at SETE   
July 4, 2012 (Athens) 

 
The introduction for the interview was not recorded, as I had to ask for permission to record the 

interview. The introduction included a short representation of myself as well as a short description 

of the research field. It needs to be noted that interviewing Greek people often complicates the 

actual interview since they have their own agenda. Consequently, I had difficulties asking the 

questions that I had planned.  

 

Mr. Drakopoulos: I read something nice the other day, that economies are like the planes, they 

take off against the wind, well, and for planes this is true. I don’t know about economies, but you 

know, it is this – I don’t know the names of the theories but when you reach the lowest point, 

definitely you can only go higher. 

 

Interviewer: True I guess at some point it can only go the other way againt  

 

Mr. Drakopoulos: The question is whether you can stand going deeper and deeper into the 

recession, but well we are in a critical position, there is no doubt about this. 

 

Interviewer:  Well,  I think there has been too much focus on the austerity measures, whereas from 

my point of view there should also looked into how to create growth.  So tourism is… (Mr. 

Drakopoulos interrupts) 

 

Mr. Drakopoulos: It has been a huge mistake and the second huge mistake is that the discussion  -

the public discussion and the political dialogue is around the memorandum whether the 

memorandum is okay and you see during the elections we had parties pro the memorandum and 

parties against the memorandum, which is totally a mistake.  The problem is not the memorandum. 

The memorandum is an effort good or bad is another story. To manage the problem. The problem is 

the deficit.  Every year we produce a deficit… du du du. And then we take loans to pay for these 

deficits and then we have huge debt. And this is the problem. So they see the area where they have 

to find the solution for how we can stop producing deficit.  And why do we produce deficit because 
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you have a huge public sector, which is also unproductive, and some and quite a few people do not 

pay taxes. So you have to do these things reduce the size of the public sector and try to make more 

people pay taxes. What ever has been done over the last two years has nothing to do with these two 

needs – totally different things. The public sector remains the same in numbers and in terms of 

productivity. And the tax paying the bills has been reduced. To the same people who use to pay 

taxes and now some of them have no jobs so they cannot pay taxes and some other people has less 

money, so they cannot afford to extra taxes. There are extra taxes now.  This is expressed in this 21-

22 % of unemployment, which has brought the society very close to explosion. It is very close. It is 

really very close. And still both Troika and the politicians  - most of them - are discussing different 

things. This is stupid. I mean the politicians do not take the decision to reduce the public sector, 

because it has faults – this is stupid, (they cannot be corrupt, nobody is hiring?) well maybe from 

some people who has been voting for them before, to have a favor or what ever, but there is a nice 

criteria, okay who has been now in the public sector because he has some right connections. You 

can be a public servant through official exams, which is fine or you can – all the others out 

SORRY.  Obviously there are some people in the public sector who are very efficient and very 

good and that is why the system still exists.  Obviously there are a lot who entered from the window 

instead of the door. They have to go out, so kick them out.  So you will have something like a 

100.000 a 150.000 with out jobs instead of having an extra 7 hundred thousands. These are the guys 

who used to work from the backside.   “I will tell you bla bla bla, ah you know somebody - do I 

have to give something to push it or to get the position etc. This came to an end, but still most of the 

politicians cannot realize this. And the guys of the European union will stay will stay blind. 

 

Interviewer: this is exactly the point of my master thesis. I will start - by examining these 

clientelistic and nepotistic relations and look at how these grew into closed professions and a large 

public sector and then look at how they can create growth through creating better more progressive 

relations between the state and the business community. It could be the solution to have more 

growth-oriented relations. I mean should the state provide more support to sectors like the tourism? 

  

Mr. Drakopoulos:  This is true. Those two years with the recession - the only sector that had 

positive results was tourism. 10% up and we kept the same level of employment why all the others 

sectors went down with almost 20%. It is not only in the centre. It involves the whole country and 

mainly in the regions where you need tourism. And tourism is by far the sector, which has the most 



 

130 

cross sector activity. I mean when some tourists come it is not only the receptionist and some 

waiters that are going to work but also the guy with the air-conditioning, the guy who makes 

glasses,  one who sells waters,  many many people. It is the only activity that mobilizes all these 

levels of the economy. No other activities are doing the same. So it should be an obvious priority.  

But you still have some minds that cannot move. We want to be an industrial country, because we 

have shipping la la la la mining etc.  

 

Interviewer: still tourism counts for almost 20% of GDP. 

 

Mr. Drakopoulos: that’s indirect and direct 16% and employment is almost 20%. It is another 

thing. At the same time a lot of things that we use to produce tourist products are imported – we 

have 7500 tourists’ coaches. Imported 90% from Germany and 10% from Sweden. We have 

160.000 rental cars from  - something like 20 .000 of these are Japanese and the rest is European – 

German, French, British, and Spanish.  We have equipment for kitchens, air-conditioning  - a things 

are imported from the rich industrialized north. So these guys have advantage when the south has a 

lot of activity.  On an European level, we don’t want tourism - yeah but if we stop having tourism 

here, a few people having tenders in Volvo etc. will not have a job tomorrow, because they produce 

stuff to be used here. Some other guys who work for the kitchen Company will have no jobs 

because we will not import equipment for our kitchens if we have no tourism. So tourism is good 

for both – south and north.  And I am sure we import something from Denmark.  

 

Interviewer: Then what is the role of SETE?  

 

Mr. Drakopoulos: SETE is the lobby of the sector. We represent the private sector almost 85% of 

the total Greek tourist supply. In two levels; in the level of associations for travel agencies, 

equipments, education, cruise liners etc.  The members of these are under our umbrella and we have 

another 500 individual companies, e.g. OTE, big hotels and small hotels. We don’t discriminate 

against the size. So this gave us a strong voice towards the government, because we represent 

almost all of them. We do not say this is only for hotels. You need all the sectors together. It is a 

chain. Without the chain the system does not work. We represent the whole spectrum.  
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Interviewer: The point here is then that you need the collaboration between for instance hotels and 

ferry companies? (Interruption)  

 

Mr. Drakopoulos: yes and that is want we have managed to have here. That was the differentiating 

factor. Before SETE in 1991 they had 10 different organizations that didn’t use to talk to each other, 

so the minister had to have different meetings with hotel owners, different meetings with travel 

agencies, another meeting with the ship owners, and of course the ministry was using arguments 

like, the hotels told us in a different way, and then talking with them. “Do you know that the travel 

agencies has another view? – Nobody ever took tourism seriously. But now SETE is an official 

social partner, we are also members of European associations in Brussels. Tourism now has a strong 

voice here. It could be better, it could be improved and become stronger, but nobody can neglect the 

tourism and you also feel it now in the society.  

 

Interviewer: Are the government starting to realize the importance of tourism now with the debt 

crisis? (Interruption) 

 

Mr. Drakopoulos:  and you see in the news, when we started our activity the news papers had no 

specialized tourist reporter. It was the guy who wrote about economics; sometimes he put some 

news about the arrivals. Two years after, all the newspapers have a person specialized in tourism 

and now every night in the news. Try to see the News tonight. Half of then will put two or three 

minutes about tourism. I bet. This is an important thing now.  

 

Interviewer: Especially in Greece where it is such a large sector, plus as you said before when they 

had the meetings separately, they did not have a strong voice in the same way as now with the 

presence of SETE. Now you have on strong united voice… 

 

Mr. Drakopoulos: That’s a big advantage! 

 

Interviewer: … and get a stronger voice in policy-making, maybe, that can contribute to an 

improvement in the competitiveness of the sector.  
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Mr. Drakopoulos: Exactly! And we have done some progress, I mean, since 2004 we have an 

independent ministry for tourism, and we have it now again. Before we had the Ministry of Tourism 

and Culture that was a bad experience.  

 

Interviewer: The newly elected government has decided to have a separate Ministry?   

 

Mr. Drakopoulos: It is already – since last week. It is exactly one week old. 

 

Interviewer: That is truly important since tourism then will become their main focus in the 

Ministry (interruption)   

 

Mr. Drakopoulos: Even as a symbol, it makes a difference.  

 

Interviewer: …Because when a Ministry is shared, they might have other priorities.  

 

Mr. Drakopoulos: But still it is not enough, you need a competent minister and the minister of 

economy to stand by, because tourism has a lot to do with economy and less with culture. So thank 

god this guy (Stournaras) who is now minister of economy he is fully aware of tourism. We have 

been working with him in the past. He is fully aware of the potential of tourism. So we expect his 

support. We do not need any preferential treatment, just talking about the obvious things.  

 

Interviewer:  This almost led to the next question: the state agencies, the fact that there have been 

all kind of different agencies and ministries – how have it affected their effectiveness in regard to 

tourism?  

 

Mr. Drakopoulos:  In this country we have taken some time to develop democracy, for the last 20 

years we had had 50 different persons in the capacity of minister, vice minister, secretariat general, 

president of the national tourism organization, average duration of term 5-6 months. So even if you 

are a genus in 5 or 6 months you cannot produce anything effective. So say put a guy, the political 

parties are going to agree on a person, take a good professional give him a five year contract and 

some good money and let him do the job. You can change the minister because the minister is a 

political person -we change term every 5 years. But General Manager here are here now 18 years. 
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And most of the staff is 10 years. And lets say even though the the goes for holiday for 3 month, 

nobody will notice, the system works. The same needs to do the state – don’t change the staff every 

day leave a group there a good one, not many – good and well paid staff. Tourism is an easy thing 

not rocket science. But tourism is simple logic,  

 

Interviewer: The thing that I have noticed and I have seen written in your reports is that Greece 

lacks a single tourist brand. For instance, when watching TV in Denmark I see these commercial 

from Croatia and turkey etc.. But I don’t think I have ever seen one from Greece.  

 

Mr. Drakopoulos: This is something we have used a lot of time thinking about – this is not the best 

way.  It is very costly. We suffer now because of the bad publicity of the debt crisis. And our 

answer to this is? We have proposed the government many years ago, and finally they agreed to put 

up a company - a joint venture between the public and private sector. Call it Marketing Greece – so 

with highly qualified professionals to work on marketing product bases, promotion and branding. 

 

Interviewer: A Company specifically for tourism or more generally? 

 

Mr. Drakopoulos: Tourism will be the umbrella but on the second stage we will take on wines, 

food for export and other things, which are oriented to have a kind of export, but tourism is a good 

umbrella because lets say wine you can sell them here or you can sell them abroad. Food more less 

many things you can do the same. This will be an umbrella to bring them under tourism or close to 

tourism. Otherwise and in particular condition now, lets say we have enough money or we have a 

donation. We pay a few million for commercials in TV- but once we still have the problem and we 

still have the negative reports. This is nothing we can find against.  First we have to calm things 

down. I am sure you know it as you have been here, the problems were always in Syndagma Square 

- in the rest nothing ever happened.  

 

Interviewer: Abroad people only see images of Syndagma and or course the riots.  

 

Mr. Drakopoulos: We had last June - the 29th I think - a very bad day with riots. But we had a 

conference with the Financial Times at the Marriot Hotel and we had some people here from a 

tourism organization in Spain. We were the whole day at the conference we finished at something 
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like 6 o’clock and I said at 8 o’clock we will be back to take you to dinner opposite of the Acropolis 

and when we met again at 8 o’clock, they said we have seen riots today in Athens on the TV, what 

happened? And I said a couple of kilometers that way, they didn’t see anything and we went to 

Dionsysos for dinner and the theatre was full because of a concert.  I brought him until here (SETE 

HQ is located 200 meters from Syndagma square) and I said until here still nothing is going on. But 

the media plays that, so it is better to stay away. The same happened in Cairo. The problem was in 

the square, because I was there. Huge city 20 million people, Athens is like a village. I did not 

understand anything and even the second day when I new what was happening, we just went around 

the square. We went to the pyramids the museums only not the archeological museum, because it is 

one the square. But I had other things to see. But when people only see that on TV, people are 

afraid of going to Egypt. 

 

Interviewer: Exactly I have realized the same after so many years coming to Greece a lot of my 

Danish and foreign friends come to me for advise concerning the safety in Greece. Is it safe to go 

there and so on? And my answer is “of course it is” first of all it is only Athens second of all there 

has almost no demonstrations this year.  

 

Mr. Drakopoulos: True there has only been one really bad day this year compared to last year.  

 

Interviewer: I was living here last year and still it was not at all dangerous.  

 

Mr. Drakopoulos: So, you know what happened. In March I was in Berlin for a tourist exhibition 

and it was the day before when we signed that PSI (the public sector involvement). The agreement 

to cut these in order to get the loan. And in the German media comes at 8 in the morning and says 

very good news for Greece, and at the same time you see the riots which happened last year, this 

was very good news they showed. And still they show the riots. And who pays a lot of attention to 

what you watch in TV and you listen something about Chavez in Venezuela, or something about 

Hong Kong. And if I just see the picture of riots that is just want people keep in their mind. You 

cannot fight it easily. We have been inviting many journalists.  

 

Interviewer:  They are primarily interested in the bad stories,  
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Mr. Drakopoulos: Yes they have written but you cannot find it. Now we feel, that people should 

ask the people who have been here so far about the safety. Don’t ask me. Go to the trip advisor and 

ask them if they were safe. Did they feel comfortable? But still it is not easy. And then we have the 

Tosca operating on the theatre and it is almost full moon and you will be right under the Acropolis 

watching Tosca. But Athens is not full.  Now Athens only has 40-45% of the people.  

 

Interviewer: I guess Athens is hit the hardest by the lack of tourists coming.  

 

Mr. Drakopoulos:  Yes, Rhodes was up 20% last year and 8-9% this year. It is a nice area. I go 

very frequently but not downtown. SYMI is super.  

 

Interviewer:  Actually I have been coming to Symi for 15 years.  

 

Mr. Drakopoulos: it is very popular for Turkish people now to go to these islands close to turkey -

with all these yachts. I was discussing one time with the guy from the duty free shop – and because 

we use then, we work with them to get the feeling, how many customers do you have., etc.? So we 

get a feeling of the trends. By far the duty free shop in Symi is by far the most successful one. It is 

foursquare meters and it can sell 5000€ per day. Because Turkish people they order through the 

Internet or make phones calls in order to be this and this and this. It is by far the most successful. 

“Please deliver it to the boat”.  

 

Interviewer:  true, you can see all these boats at the harbor having both a Greek and a Turkish flag.  

 

Mr. Drakopoulos: And now we have signed an agreement with turkey/EU that the Turkish people 

can get their visa upon arrival in Greece. Not before like they had to go to the Embassy and the 

consulate. At Rhodes, Kos Mytilini, Xios etc. present your passport and you get the visa at the same 

time. And if you send one e-mail with everything the day before - it takes like one minute or else 5-

10 minutes. They have a specific lane for this like a priority lane. Definitely it will work. Then it 

will be more places in Athens. And next year Kavala – you can drive from Istanbul to Kavala in 

less than 5 hours. Thessaloniki is where the founder of modern Turkey was born, Mustafa Kemal 

Atatürk, so everybody wants to go there - just like the Greeks wants to go and see Agia Sophia in 
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Constantinople. And now in Thessaloniki they make good money with Jewish and Turkish people. 

No British it is far away for just a weekend trip. 

 

Interviewer: In general the flights to Greece are more expensive than to other countries – bad for 

competition.  

 

Mr. Drakopoulos: Now we have some more low cost flights. A friend of mine from Brussels he 

flies for 50-80 Euros to Thessaloniki with Ryan air and then 60 Euros more to get to the city. 

 

Interviewer:  According to SETE, what are the collective action problems there could be blocking 

the development of the tourism sector? Are there some places where collaboration would be even 

more important? 

 

Mr. Drakopoulos: Everywhere you have to have collaboration. We believe that we have to work 

together on every level from planning, development, up to the promotion level. So, if you see now 

the map 66% of the Greek supply is concentrated on the islands of the Dodecanese, Crete, Athens 

and Thessaloniki and another big part of the country, which is not that developed. East side is 

equally nice with the west side, but the west side is not that developed. So from the planning level 

until the promotion level we have to work together.  

 

Interviewer: Who are the stakeholders of SETE? Is the state also a stakeholder? I mean is there 

collaboration between the state and SETE? How could the companies benefit from collaboration? 

 

Mr. Drakopoulos and if the companies are benefitting from that, the destination will be employing 

more and the society will be happy.  

 

Interviewer: So to what extent has the Ministry been negotiating goals and policies with the 

private sector and SETE? 

 

Mr. Drakopoulos: You know how lobbying work, you send them your ideas, your views and, and 

what you do expect them to adopt and announce. And they you say oh fantastic minister you have 

done very nicely. If we go out and say do this and this. In most cases they will not do it. Because it 
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will seem like they are obeying us.   But we send proposals. Here you have our idea, do you like it 

change it and announce and then.  

 

Interviewer: so there is little negotiation taken place where you sit and discuss goals and policies?   

 

Mr. Drakopoulos: It depends on the Minister, but our Minister now gets the job done and it 

doesn’t really matter whom if it is George or the Minister, but I prefer the Minister to take the 

credit. (He means the announcement) 

 

Interviewer: I mean negotiations can be good for the result  

 

Mr. Drakopoulos: You can have it before; this is the level of announcement. 

 

Interviewer: Well, I did mean the negotiations prior to announcement. I am talking about the 

dialogue – Do the listen to the private sector in the policy formation? Most times the private sector 

is more aware of what is going on and what is actually need?  

 

Mr. Drakopoulos: They always say YES - the developing approach? It is always positive, but what 

happens after is not always the same, sometimes they change, maybe a special interest deviate from 

the initial approach,    

 

Interviewer: Could you mention some examples of good collaborative actions? 

 

Mr. Drakopoulos: If you take the last year – the cooperation we had for inviting journalist was 

quite successful, we have used both channels having them here while covering their expenses, 

transportation, accommodation etc. we have done last year a very huge thing, you cannot really 

understand it. Reducing bureaucracy, for opening a tourist business. All the papers you need to start 

a tourist business, hotel until all the papers you need during the operation. We put it down by 30- 35 

%, which makes life much easier. It was a very good collaboration. Quiet not a lot of advertising for 

the public not a lot of noise it took us like 9-10 months and it worked finally. 

 

INT: Was it SETE and the Ministry?  
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Mr. Drakopoulos: The ministry said okay how many papers do you need 10, well here is the 

papers of the Ministry of Health they went there and said please this paper is too much. (…) And 

then what papers do you need from the Ministry of Environment, how many papers? 20 okay lets 

say only 12 now. This job was really important. That was big success. Now  we are working 

together for education -  many people forget that in order to have quality service we need to have 

qualified and fine personnel. And how do you get that if you don’t have a good educational system. 

Now we try to work together to set up quality methodology, formula to make clear job description 

for every post in the tourism industry and to make sure that we can deliver this education. 

 

INT: so this is a collaboration with Greek universities? .  

 

Mr. Drakopoulos: With the University of Aegean who specializes in tourism – we announced last 

week a business-learning program in tourism management. …. (Interruption – the Receptionist 

enters and Mr. Drakopoulos takes a phone call – 10 minutes)  

 

Interviewer: How is SETE financed? Are the members paying? 

 

Mr. Drakopoulos: yes they are paying min. 350 Euros and max 10.000 Euros a year. 1250 

average. We also have quite good sponsorships. We have many levels, partners. Aegean Airlines, 

Eurobank, they give us quite good money. Depending on the event or the study we are doing, we 

have some individual sponsors like Eurobank. Annual statistics. Etc. they don’t pay the same 

amount but we need all of them.  

 

INT: there has been strict cabotage restrictions on cruise liners, right?. 

 

Mr. Drakopoulos: We have been fighting for this for a long time and finally we have been 

successful. And now everything is okay. The legislation – regardless cruises can start and finish 

their cruises from any Greek port.  

 

INT: All right, because the restriction was that a cruise liner could not finish and start in the same 

port with non-EU flags.  
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Mr. Drakopoulos: You needed to have European flags. But most of the cruises did not have 

European flags. For this year and the next year the program is already made. But we expect a big 

different from 2014. More tourists on cruise ships. Now we have like only 4 % of the home port 

business and 13 from the transit. We think in a couple of year it will be 10/10. You know the 

different… Transit people spend as an average 65€ per person the other ones spend home ones 

350€. They spend extra - more in hotels, shopping and restaurants. And the ship that starts from a 

port is the port that needs more work. Maintenance, supply, drinks food and cleaning equipments. 

And beyond the passengers the crew is also there minimum 1000 people. They go out for shopping 

and use money. Even more money. The lack of logic in some action groups blocked the port etc.  

 

Interviewer:  These people that demonstrated and went on strikes, is that the people who fear that 

they will be loosing out from the lifting of these restrictions? Up till now they have thought they 

were safe?    

 

Mr. Drakopoulos:  Actually it was not the case with the cruise ships, only if we had a lot of ships 

with Greek flags but we have nothing only one. And that one the employees have been secured by 

the Greek state, they have been subsidized. The Louis Company. They have different ships. They 

made an agreement; okay we will keep the Greek flag if we subsidize the wages and the salaries of 

the sailors. So no reason to loose a job. An obviously with more cruise ships coming the request for 

getting a job will be more demanding – it will be required that you speak a minimum of English, 

and definitely with out the need to speak of speaking English at the harbor there will be more jobs 

(indirect jobs) I remember the guy that is working for the Lavatsa? They expect that because they 

have a lot of coffee machines, It is not the first time it comes to one’s mind that there is a lot of 

potential for business there.  

 

Interviewer: I also heard about some new legislation in regard to zoning planning? Concerning 

where and how hotels can be build in the future?  

 

Mr. Drakopoulos: Yes we have a few things to change. We have 50.000 km of coastline - it is not 

the same everywhere. In some areas you can go very close to the water in others you most stay 

away. Some are in the middle of the cities others are in the middle of nowhere. So you need to 
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make minimum 6 different approaches and of course you would never request to make a golf course 

on the island of Symi or Sifnos, this has to be restricted. But in northern Greece we have a lot of 

rain all like in Epirus or in the island Mytilini which is a huge island with a lot of rain and green 

there we have a golf cause. This has to be clarified so the investors know exactly what is permitted 

here and what is permitted there. Otherwise you will never be able to attract investors. If the 

framework is not clear, who is going to come, you need clear what is allowed and not and the 

taxation will be, at least for the next ten years. So they can make plans, calculations, these are the 

things now we are asking the government for. And obviously the VAT should be lower. It is 23% 

Spain has 8%, all the south has a lot lower.  For us it is a lot. And this Prime Minister promised to 

do it and we have to convince the Troika about focusing on tourism and the VAT. 

 

Interviewer: So it is these 23% VAT that will be discussed with the Troika this week? 

 

Mr. Drakopoulos: Yes these 23% VAT on food and we also proposed to lower the airport taxes, it 

is 12€ now for EU and 22€ for outside. We propose 50% down. We are sure this will increase the 

amount enough to cover the loss from lowering the taxes. Most people compare prices, we plan to 

do holidays for ten days and then it is almost 50euros for a family of 4.  

 

Interviewer:  Well Greece is definitely a more expensive destination at least if you are travelling 

from Denmark. It is too expensive if you want to do for instance a weekend trip to Athens. It is a lot 

cheaper to go to Madrid or Barcelona. Price is an important parameter  

 

Mr. Drakopoulos:  It was yesterday announced in the Spanish press that the government now will 

stop subsidizing the airports. I started laughing- we are very happy about it because then some 

people might come to Greece instead. The main reason is that Greece is more expensive in airport 

taxes. Particularly in Athens, it is the third most expensive airport in Europe. After Manchester and 

Charles de Gaule. Frequently I go to Brussels, 150 which is the most of the ticket 65€ is taxes. They 

should make it more attractive. At the end the economy will profit more, because people will come 

more often, to stay in hotel, they will eat more even if it is just a sandwich and most importantly 

they keep people working around. It is a big problem now with unemployment. It is by far the most 

important thing.  
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Interviewer: So you believe that collaboration between state and society is really crucial for future 

growth and job creation? 

 

Mr. Drakopoulos:  If they had listen to us last year about the VAT on 23% they would have saved 

a lot of jobs, business and money. And when we said do not do it because you will see easily 50.00 

people with out jobs and 10.000 businesses most of them small businesses; drinks, coffee, 

sandwiches, and cafés. Not even medium business like small businesses. And they use to employ 

one or two people from the same family. They are gone now.  And these are mostly young people, 

who lost their jobs,  

 

Interviewer: Well, I did notice that a lot of businesses has closed down since I lived here one year 

ago. 

 

Mr. Drakopoulos: In the centre of Athens it is really bad. But in Faliro and Rhodes – you will not 

believe that this country is in a crisis. 

 

Interviewer: That is exactly what I have tried to explain people, that most places you do not even 

notice that Greece in a deep debt crisis – at least not on the tourist destinations. Mainly in Athens.  

 

Mr. Drakopoulos:  When I was in Rhodes a month ago, another world – the islands do not feel it 

the same way as Athens. The unemployment is here - 95% of the extra unemployment is here in 

Athens.  

 

Interviewer:  Greece is not known as a country with high levels of trust or social capital, not trust 

between different companies. How have SETE managed to overcome this barrier in order to make 

different stakeholder collaborate? 

 

MR. Drakopoulos: It will take a couple of generation to change this. It is a cultural issue. It is not 

something that can be done overnight. It is a combination of education and discipline – one good 

idea we have started in – and only a few people now it. It is in on of the areas where I work as a 

hobby. In the schools now; students are required to produce school works only in teams. Only 

teamwork, not painting this and bring it to me or write a poem and bring it to me or do this 
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calculation and bring it to me. You two three four do this together.  You have to work together and 

then bring it to me.  

 

Interviewer: I Assume, this is a new thing in Greece? 

 

Mr. Drakopoulos: Yes it started two years ago. But it needs at least 20 years because it is the 

entire society.  

 

Interviewer: In Denmark working in groups is a very common thing in the school system 

 

MR. Drakopoulos: It is something new but finally it has begun here in Greece. You know this 

philosopher Fokuyama, he says that trust is the basis of the progress of the society.  He wrote a 

book “trust” 550 pages explaining this. Trust is the basis for progress in a society if I trust you – I 

move quickly and you move quickly and if I don’t trust you, and at the end we do nothing. So the 

more you trust within a society the higher the level the more the society is improving.  

  

Interviewer: However, with the crisis now, could it also go the other way with the trust level, since 

people keep the people they know even closer and the enemy even further away? 

 

Mr. Drakopoulos: It has split, now you see groups and groups. We have seen a charity movement, 

which we support a lot and then we have the old fashion with people just thinking of them self. 

With the kind of situation in Greece, it will be the reason for accelerating the integration in the EU 

both directly and indirectly. In 60-80 years people will say Greece is the reason why EU 

transformed, because now they are discussing about the European banking sector, second step, 

Common European something. Which is the real goal of the EU.  We will be EU- Denmark, EU – 

Greece. When I travel outside the EU I never say Greece I Say Europe. Particularly if you go to LA 

or US it is enough.  

 

Interviewer: Even though they are doing an attempt in school to integrate teamwork, a lot of the 

socialization process happens at home, where the opinion is more traditional about having your own 

little shop etc.  
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Mr. Drakopoulos: Well depends on the family, but the majority is like that. We say now that 

Greeks prefer being owners of a kiosk instead of being shareholder of a supermarket.  

 

Interviewer: Very different from Denmark. In Denmark many graduates seem to want to work in 

the large Danish or international corporations  

 

Mr. Drakopoulos:  But it is not the level of trust - if I have my own business, I am the boss, small 

but I am the boss. (Long story about his Spanish friend who owns a hotel and how he is his own 

boss) 

 

Interviewer:  7 years ago I Worked in Rhodes and in Symi, I had a Greek boss. I quickly realized 

that employees in Greece did not have too much responsibility at least not compared to for example 

Denmark. Is that common? 

 

SETE: They don’t know if I am here, so they always think I am here, others think I am always 

traveling and of course I have some good guys taking care of it all.  

 

Interviewer: trust is important. 

 

Mr. Drakopoulos: Everywhere (trust) is important. We will survive. At the end of the day I think 

we will make it and after the election it is calmer here in Greece.  
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