In 2008, a number of developed democlrf."
cles underwent a profound economic C_rISIS
that by many measures was the worst since
the Great Depression. These countries 3%
a sharp decline in housing prices and s.to.cksl.
high unemployment, and negative of minima
growth. While many developed democra:"
have since slowly emerged from this C”S'Z
profound effects remain, such as increasé
inequality. Of all the countries affected by
the recession, the worst hit was a seemingly
unlikely one—Greece. After 15 years of stead.y
growth, between 2008 and 2012 Greec.es
GDP fell by an astounding 27 percent: which
is roughly the same amount as in the Unite'd
States during the Great Depression. Why did
Greece fall so far? _
Greece was a latecomer to both industri
alization and liberal democracy. After World
War Il the country experienced a devastating
civil war that pitted communists against the
monarchist government. During that war, both
sides received support from their respective
Cold War allies. The defeat of the communists
and the end of the civil war did not create
stability, however. Battles between leftist and
rightist parties eventually resulted in a mili-
tary coup and a dictatorship that lasted from
1967 t0 1974. Following the end of military rule,
the political parties that came to dominate
politics—particularly the Panhellenic Socialist
Movement, which ruled for much of the next
30 years—used clientelism to institutionalize
their support. This strategy was reinforced
by the relatively underdeveloped economy. In
the absence of private economic opportuni-
ties, political parties could offer state benefits,

such as jobs, to their backers.”
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Finally, the deep connections Createg
by clientelism between the state, econom,
and political parties have led to Widespreay
corruption. According to Transparency Inte.
national, on its scale of corruption Greece
ranks 67th out of 180 countries. That is big
improvement due to recent reforms, by Y
remains one of the worst in Europe. Many
businesses function in a “gray” or informg|
sector (see Chapter 10) where they are yp|;.
censed and can therefore avoid state regula.
tions and tax obligations. By some estimate,
this group comprises over a quarter of the
economy, functioning outside the law. Ini.
viduals and formal businesses similarly evade
taxes, often by bribing tax officials or simply
counting on the fact that an overburdened
tax-collection system cannot catch them. This
corruption points to a broader failure of state
autonomy, capacity, and overall legitimacy;
as we have noted earlier, tax compliance can
be a function less of enforcement than of the
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What finally triggered the Greek crisis
as the recession in the United States. Once
the U->- housing bUb,b|e Popped, investors
grew nervous abou? investments elsewhere
. the world—including FSreece, whose debt
and deficits were becoming clearer. Investors
ere no longer confident that Greece could
custain its economic situation or that the EY
could or would bail the country out. Short of
funds, the Greek government was forced into
dramatic austerity measures: tax increases, a
later retirement age, limits on pension ben-
ofts, and massive cuts to defense, health
care, and education. Total household income
dropped by a third. Not surprisingly, the eco-
nomic crisis has led to political instability and

olarization, which saw the rise of parties on
the far left and far right. Greece's economic
stuation has improved, but it still is burdened
by the highest unemployment rate in the EU—
sixtimes higher than that of Germany. Not sur-
prisingly, Greece also confronts a brain drain
as young people leave the country in search
of jobs. This hampers economic recovery, as
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A woman walks past the Bank of Greece
headquarters with a wall covered with graffiti: “Rob
to Get Money,” as well as “Bank of Berlin.” This
reflects the widespread view that the European
Union, dominated by Germany, has forced

unbearable economic cuts on the Greek state.

those leaving tend to be university graduates
and other highly skilled individuals—precisely
those needed to sustain economic recovery.

1. In what ways did the Greek govern-

ment’s use of clientelism hinder economic
development?

2. What role did Greece's membership in
the EU play in advancing its economic cri-

sis? What concerns does this raise about
the EU in general?

3.How has Greece's political and economic
corruption affected the state's capacity
and legitimacy?
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