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Introduction 

This paper aims to analyse the labour market reform process in Greece, attributing 

specific emphasis to EU membership and the Single European Market and Economic and 

Monetary Union strategies of the EU. In this respect, the paradigmatic shift from Keynesian 

to monetarist economic policy in the mid-1980s and the policy change towards de-

unionisation, suppression of collective bargaining rights, deregulation, flexibilisation, 

privatisation and restriction of social security and pension rights in Greece are evaluated in 

the context of the EU’s harmonisation and regulation policies towards national markets. It is 

therefore claimed that the implementation of labour market reforms in Greece is encouraged 

by the single market-single currency policies and the targets of competitiveness and efficiency 

in the EU.  

This paper also underlines that the EU and its institutions have always been 

instrumentalised for the legitimisation of labour market reforms in Greece. While elaborating 

on the anti-EU agenda of the early membership period and the later attempts for labour 

market deregulation, a considerable attention is also paid to the struggle between the labour 

and capital, which has slowed down the reform process to the benefit of the former and 

brought the Greek capitalist economy to a breakdown during the recent economic crisis. This 

paper concludes that the EU and its institutions have played an active role both before and 

during the crisis to achieve the full-implementation of labour market reforms in Greece, 

which would have implications on the competitiveness and efficiency of the economy and end 

the struggle to the benefit of capital. 
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I.  Theoretical and Conceptual Analysis of the Transition from Keynesianism to 

Monetarism and Labour Market Reforms 

Throughout the history of capitalism, the basic contradiction between labour and 

capital has been the labour’s intention to decrease the working hours and increase the living 

standards and the capital’s attempt for minimizing the labour cost and maximising profit. As a 

paradigmatic shift from Keynesianism to monetarism occurred in the late 1970s, the 

contradiction between labour and capital has become much more explicit and cruel since 

monetarist economic policies and labour market reforms have increased the pressure on the 

working class.  

Keynesianism had reached its limits by the early 1970s, when the contradictions 

inherent to the capitalist mode of production, namely the law of the tendency for the rate of 

profit to fall, brought a shift from Keynesian to monetarist economic policies. The law of the 

tendency for the rate of profit to fall “derives from a simple mathematical relationship” 

between the rate of profit, the rate of exploitation and the organic composition of capital 

(Clarke: 65). According to the law of the tendency for the rate of profit to fall, there should be 

a certain proportion between constant capital (machinery, equipment, and etc.) and variable 

capital (labour). This proportion, which is called as the organic composition of capital, 

determines the rate of profit and increases as capital invests more in constant capital to retain 

higher amounts of relative surplus (Savran, 1988: 47). In this respect, the history of capitalism 

is the history of relative increase in constant capital (Tonak, 2009: 32) and hence the history 

of crisis. This creates a contradiction in production process since the basis of surplus-value is 

variable capital, to be precise, labour (Savran, 2008). As long as the increase in the rate of 

organic composition of capital exceeds the increase in the rate of surplus value, the 

profitability decreases in the long run (Tonak, 2009: 33). In other words, as the rate of 

surplus-value to the invested constant capital tends to decrease, the rate of profit tends to fall 

and leads to the overaccumulation of capital. In this respect, it is also important to highlight 

that the tendency for the rate of profit to fall is not absolute but relative. The absolute 

magnitude of profit can increase despite a general decrease in the rate of profit (Bahce and 

Kose, 2010: 29).  

Therefore, the rise in the organic composition of capital resulted in the falling rates of 

profit, and hence in the overaccumulation of capital. Moreover, “the important changes in the 

power relations between classes” had made any increase in the exploitation and thus 

productivity of labour impossible (Savran, 1988: 48). As the control of capital over labour 

weakened, the cost of exploitation increased, and the circumstances of accumulation 
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hardened, two things happened: “On the one hand capital borrowed more money to make up 

for falling profits to overcome difficulties for expanded accumulation. On the other hand, 

earned profits were increasingly placed on money markets” (Bonefeld, Brown and Burnham, 

1995: 39). The expansion of credit as a tool of monetarist economic policy meant both “the 

future income of the debtor” (or labour) and thus the future profit of the capital (Bonefeld, 

Brown and Burnham, 1995: 40). Moreover, “debt was socialised as through fiscal reforms, 

rescue of banks, the use of public expenditure as a means of imposing the discipline of 

poverty, and the encouragement of credit-based private consumption” (Bonefeld, 1996: 38). 

Workers, who personally became indebted by mortgage and consumption credit, happened to 

be more subservient with the fear of losing their jobs.  

As a result of the rise in the cost of labour power and the decrease in the rate of profit, 

the investment in the productive sector became an unsafe one. The investment of money into 

the financial sector instead of the productive sector was perceived as a risk-free way of capital 

accumulation, and the financial sector has expanded in comparison to the productive sector. 

In that respect, capital “responded by fleeing the factory”, “started to accumulate wealth in the 

money form without a corresponding exploitation of labour power in the factory” (Bonefeld 

and Holloway, 1996: 212); and “financial investment yielded higher returns than productive 

investment” (Bonefeld, Brown and Burnham, 1995: 39). The contradictions that are inherent 

to the capitalist mode of production have deepened by the attempt of capital to emancipate 

itself from labour vis-à-vis conversion from the productive to the financial capital. 

However, a complete liberation from production would not be achievable. As financial 

capital has grown uncontrollably, it needed to be accompanied with increasing rates of 

exploitation and profit in the productive sector. In accordance with the monetary economic 

policy, the rates of exploitation and profits in the productive sector have increased by labour 

market reforms, which intended to decrease the labour cost and increase the compatibility of 

national economies. It was aimed to increase labour productivity and profits by labour market 

reform policy tools such as de-unionisation, suppression of collective bargaining rights, 

deregulation, flexibilisation, privatisation and restriction of social security and pension rights.  

 

II.  Transition from Keynesianism to Monetarism in Greece 

Following the end of the military regime of 1967-1974 (that protected the interests of 

the foreign capital at the expense of national capital) by the coalition of the national capital 

and the working class, Keynesian economic policies dominated the labour relations in Greece 

until the mid-1980s. In accordance with Keynesianism, an anti-EU agenda was pursued along 
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with the promises of socialisation and extensive social spending, regardless of the accession 

to the European Union in 1981. Several laws were adopted on “democratisation of the trade 

union movement for safeguarding workers’ trade union freedoms” (EIROnline, 1998a); and 

on “worker participation in managing, mapping out strategy, programming and monitoring 

enterprises” (Eurofound, 1998). New distribution relations had also further diverged Greece 

from the EU (Pagoulatos, 2000: 193). 

However, since the national capital reached at the limits of capitalist accumulation and 

the rate of profit started to fall (in relative terms) under Keynesianism, class coalition ended 

and the transition from Keynesianism to monetarism started. Moreover, the EU’s single 

market and capital liberalisation policies demanded the member states to become equally 

efficient and competitive since, in the reverse case, savings would “flow out of the country 

and the [balance of] payments would collapse” when capital controls are lifted (Pagoulatos, 

2000: 195). The state’s anti-business discourse ended and Greece commenced to undertake 

the necessary financial reforms to be part of the European Monetary Union. This could be 

marked as a turning point in Greek political economy in the sense that neoliberal reforms 

along with labour market reform policies have been implemented. 

Integration of the national market to the global one has been realised via policy tools 

such as financial and capital market liberalisation in order to render the economy consistent 

with the Single European Market. Labour costs decreased, labour market deregulation 

commenced and several laws and regulations regarding part-time work, privatisation, 

flexibilisation of working hours and places, social security system reform and labour 

productivity passed for increasing the competitiveness within the Union. In line with these 

regulations, real wages declined, working hours extended and job security deteriorated. 

In the early 1990s, financial reforms and liberalisations were taken more sincerely. As 

a step towards monetarist economic policy, collective bargaining was freed of “state 

interventionism”; and “dialogue” and “consensus” between the labour and capital were 

introduced (EIROnline, 1998c). Moreover, collective agreements were degraded to the 

company level; part-time work was promoted; and flexibility of the working conditions was 

encouraged (Eurofound, 2009). Inter-ministerial Privatisation Committee was established, and 

the law on privatisation was put into force, by which the public-private boundary was re-

drawn to the advantage of the private sector (Pagoulatos, 2005: 367).  

In line with the Treaty of Amsterdam of 1997 and the emergence of the European 

Employment Strategy, The Greek National Action Plan in 1998 included several measures for 

promoting competitiveness and restructuring, new forms of labour, encouraging investment in 
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the private sector, SME’s integration to the market and effective intervention to the labour 

market. Moreover, in 2006, the EU’s impact on the regulation of the Greek labour market 

became explicit when the Green Paper on Modernising labour law to meet the challenges of 

the 21st century was published. The document launched a public debate concerning 

flexibilisation of the labour market in order to increase the security of the workers. The 

advancement of such an agenda called flexicurity was legitimised with the motto of fairer, 

more responsive and more inclusive labour market, which would allegedly contribute to make 

Europe more competitive. Reforms targeted equally efficient and competitive national 

markets at the EU level brought dissatisfactions on the side of the working class. 

The crisis of working class resistance was aimed to be surmounted with the 

introduction of the European concept of social dialogue in the second half of the 1990s. In 

that respect, to consult in negotiations on growth, competitiveness and employment, a 

Confidence Pact was signed between GSEE (Greek General Confederation of Labour), 

ADEDY (The Supreme Administration of Civil Servants’ Trade-Unions), SEV (Federation of 

Greek Industries) and the government (Zambarloukou, 2006: 220). However, the Confidence 

Pact, which was supposed to be followed during the discussions on labour legislation and 

labour market reform policies, could not have a chance to survive since the bill on “working 

time, atypical forms of employment and the distinction between dependent and independent 

labour” was adopted despite the disapproval of class representatives (EIROnline, 1998b). 

Thus, it was called off in its first year, and could not revive. 

In spite of the failure of consensus-based politics, it had a tremendous effect on 

labour-capital relations by distracting trade unions and creating a room for manoeuvre for the 

implementation of labour market reforms. Its impact on the working class organisations 

should not be underestimated since the unsubstantiated promises of consensus-based politics 

dissolved the labour mobilisation for the rest of the 1990s. Decreasing number of strikes from 

497 in 1985 and 265 in 1990 to 38 in 1998 proves that labour mobilisation has been damaged 

by the promises of consensus-based politics (Ioannou, 1999). Having recognised that they are 

not part of the decision-making process and social dialogue policies and their class interests 

are poles apart, trade unions concentrated their power to resist the labour market reforms and 

other liberalisations in the 2000s.  

It could be argued that, with the exception of the social dialogue period of the late 

1990s, labour unions could express their resistance to the neoliberal reforms, and raised their 

objections by strikes, protests, demonstrations and marches. The increasing number of strikes, 

arduous wage bargaining processes and escalating conflict among classes led to the 
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postponement of some of the labour market reforms with the initiative of the capitalist class, 

who is hurt the most by industrial actions. Moreover, the reformist or revolutionary vision of 

the trade unions has been effective on the labour-capital relations in such a way that the trade 

unions have achieved to transcend wage-politics and other short-term targets. Thus, the 

working class and trade unions have efficiently made use of collective bargaining processes, 

and they successfully blockaded important labour market reform attempts. Although there 

have been several issues in which the working class could not manage to sustain its position, 

there have also been significant achievements in preventing the neoliberal reforms and labour 

market deregulation policies. 

 

III. Labour Market Reforms in Greece 

Labour market reforms, which started in the late 1980s, have gained pace through the 

1990s and 2000s in Greece. The first generation labour market reforms, namely de-

unionisation and suppression of collective bargaining rights, were primarily implemented to 

limit the organisational capacity of labour. These policies also included depoliticisation of 

trade unions and breaking off the relationship between trade unions and political parties. The 

first one of these reforms was regulation of free collective bargaining, which removed state 

control and de-nationalised the bargaining process. Company-level bargaining procedure 

aimed at impeding the organisational capacity of the working class as well as its 

fragmentation (EIROnline, 1998c). However, as the transition from Keynesianism to 

monetarism was realised by a civilian government in Greece (e.g. as opposed to the Turkish 

case), de-unionisation and suppression of collective bargaining rights policies were not very 

comprehensive. This also influenced the applicability of other labour market reforms.  

Deregulation and flexibilisation of the labour market, which can be evaluated as the 

second generation labour market reforms in terms of their periodisation, have been 

implemented from the 1990s onwards. Deregulation and flexibilisation policies, including 

atypical working forms such as part-time work, temporary work, sub-contraction, and etc., 

firstly started in the private sector and extended to the public sector. Part-time work was 

promoted and legally institutionalised, aiming at the flexibilisation of the labour market and 

fragmentation of the working class (Eurofound, 2009). However, organised resistance of the 

public sector workers did not let the enforcement of these policies to the full. 

Deregulation and flexibilisation of Greek labour market policies were also expanded 

by the Agreement on Social Policy in 1991. As the Agreement is signed by the European 

Social Partners, which was composed of organisations of employers (UNICE and CEEP) and 
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trade unions, and the European Trade Union Confederation (ETUC), it was agreed that labour 

market deregulation was necessary for increasing competitiveness. With its emphasis on the 

flexibilisation of working time, the agreement also targeted the legitimisation of labour 

market deregulation. 

Labour market deregulation and flexibilisation policies accelerated in the 2000s, with 

the adoption of law on “overtime and overtime exceeding maximum working hours; working 

time arrangements; reduction of social insurance contributions; part-time workers' pay; and 

collective redundancies” (EIROnline, 2000b). A number of changes in the industrial relations 

area, including “greater flexibility in working time rules at the discretion of management and 

reduced employers' social security contributions” were implemented in the same year 

(EIROnline, 2000a).  

Privatisation of social services, that is social security and pension reforms, could be 

called as the third generation labour market reforms. Arguing that social security expenditure 

increased the budget deficit, social security and pension reforms were presented as a necessity 

for balance of payments and a reform draft was prepared in 2001. Despite the resistance of 

GSEE and ADEDY by marches and strikes, the law was issued with comparatively limited 

reforms in 2002 (Zambarloukou, 2004: 12); proving that reaching a consensus was nothing 

more than a bureaucratic procedure. 

Reform of the social security system was re-considered in 2007, but could not be 

implemented due to high levels of working class resistance. The pension reform that is related 

to the social security system reform was acknowledged in March 2008, and was decided to be 

implemented in stages from 2009 onwards despite protests of the working class. Within the 

context of the law, retirement age was increased; pensions were decreased; and the number of 

social insurance funds was reduced from the current 133 to five primary funds, six 

supplementary funds and two provident funds (EIROnline, 2008). As the pension reform is 

put into force, working class has been defeated in one of the fields. 

Compared to deregulation and flexibilisation policies, it could be argued that social 

security and pension system reforms attracted a significant degree of working class resistance,  

the primary reason being the extent of reforms. Social security and pension system reforms 

influenced all segments of the society, including the youth (who will be in the labour market 

in the future), the workers (who are actively in the labour market) and pensioners (who were 

in the labour market and directly affected by pension reforms). 

The last but not least important of labour market reforms is privatisation, which cannot 

be categorised in terms of periodisation. Privatisation policies have been gradually 
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implemented since the 1990s. The most significant step towards privatisation of state-owned 

enterprises is the establishment of Interministerial Privatisation Committee and the 

enforcement of the new privatisation law providing “whatever company could not be sold 

through the defined privatisation methods (sale of the entire company, sale of the total or 

majority equity stake, sale through stock exchange, sale of particular fixed assets, leasing, 

transfer of management) would enter the process of special liquidisation” (Pagoulatos, 2001: 

130).  

It should be underlined that privatisation policies have not been strongly resisted in 

comparison with the struggle to social security and pension system reforms. Since the number 

of workers influenced by the privatisation of state-owned enterprises is comparatively limited, 

the organisational resistance of the working class has been weak. However, even limited 

resistance could achieve job guarantee for the workers of the privatised institutions in Greece.  

Therefore, the organised struggle of the working class against the labour market 

reforms has prevented the application of neoliberal reforms that aimed to make workers more 

productive and the capitalist production more profitable. The deferral of the labour market 

reforms that have been designed to increase the comparative advantage of national industries 

in the global market had structurally influenced the Greek economy. Moreover, the inability 

to apply labour market reforms concerning social security and pension systems as well as the 

high levels of expenditure on education have been perceived as a burden on the budget. 

Contrary to many other capitalist countries, education has been protected as a civil right and 

several attempts for reforming the social insurance system have been postponed due to the 

organised struggle of the working class.  

 

IV. Effects of the Recent Economic Crisis on Greek Labour Market 

2008-2009 global economic crisis has been reshaping the capitalist relations and the 

state’s responsibility in the well-functioning of the capitalist economy. Although it was the 

financial boom that triggered the crisis, its foundations are in the productive sector, to be 

precise, in the law of the tendency for the rate of profit to fall. As the capacity of production 

industry has strikingly decreased and unemployment has further increased, it has been the 

world’s greatest economic crisis since 1929 Great Depression (Independent Social Scientists, 

2009: 51).  

The influence of the crisis on the capitalist economies diverged in accordance with 

their degree of financial liberalisation as well as productivity and efficiency in the productive 

sector. However, regardless of the degree of damages got by the economic crisis, capitalist 
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states pursue recovery policies for expropriating the cost of the crisis. Working class 

resistance has been influential during the recovery process so that the state policies are 

protested and even prevented by trade unions and confederations. 

2008-2009 global economic crisis had serious repercussions on the Greek economy. 

Implementation of production incentives and tax exemptions for increasing comparative 

advantage of national industries were followed by financial measures for increasing public 

revenues and decreasing public expenditure. These measures included the removal of the tax 

exemption of the first 9,500 Euros of income, increase in the taxes to be paid by workers, 

fiscal tightening, reductions in social benefits and services, reduction in public investment, 

and freeze in the public sector wage increases. 

Labour market reforms were duly pursued in order to increase the exploitation of the 

working class with the execution of various restrictive measures regarding working 

conditions, wages and pensions, as well as the weakening of the social rights in health, 

pension and education. In other words, economic crisis was instrumentalised to increase the 

accumulation of surplus value, to decrease the cost of production and to boost the rate of 

profit. In that respect, the economic crisis, which allows policy-makers to present the 

structural reforms as a necessity for a successful recovery, provided the capitalist class with 

an invaluable opportunity to conclude publicly-opposed reforms that had long been delayed. 

In October 2008, 28 billion Euros rescue plan was declared, aiming at “helping the 

country’s banks [to] survive the crisis” (Kathimerini, 2008). According to the plan, the state 

was decided to “guarantee three- to five-year bonds issued by banks operating in Greece in 

2009 for up to 15 billion Euros; issue special government bonds worth up to 8 billion Euros 

and deposit them with local banks, which, in turn, can use them to borrow from the European 

Central Bank; [and] boost the capital of Greek banks by buying preferred shares with voting 

rights” (Kathimerini, 2008). Moreover, a spending package of almost 1 billion Euros 

(consisting of 500 million Euros in public investment and 400 million Euros in social 

spending) was prepared.  

Before the emergency meeting of the EU leaders in early March, it was stated that cuts 

on public spending are inevitable because of the excessive budget deficit. Thus, without 

touching the education and health sectors, 10 % cut in the budget of most of the ministries, an 

identical reduction in spending on contract workers and a ban on hiring permanent/temporary 

staff in the public sector were declared (Kathimerini, 2009a). Intending to limit the wages of 

managers in some sectors, the wages of the officials in the public sector were restricted by 

6,000 Euros per month, and the salaries of the MPs were levied a 5 % tax (Kathimerini, 
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2009a; Kathimerini, 2009b). Freezing the wage increases of public sector employees earning 

more than 1700 Euros; postponing 5 % wage increase of the MPs, judges and doctors; 

taxation of the ones gaining over the average income; extra payment to the pensioners and 

public sector employees with limited income; and the privatisation of Olympic Airlines were 

the measures taken by the state (Papathanassiou, 2009). Being dissatisfied by these recovery 

measures taken, the European Commission notified Greece that the budget deficit should be 

decreased below 3 % of the GNP; taxation system should be changed; and the level of debt 

should be reduced. Combating tax evasion was declared as the main target when these policy 

measures are implemented. 

The precautions taken by the government was not structural but conjunctional ones, 

and it was announced that structural measures should be taken for Greece’s transition from 

Keynesian to monetarist economic policy and its full integration with the global market. That 

is to say, it was argued that the poison pill should be swallowed by Greeks to rescue the 

reproduction of capitalist mode of production. Since the reasons of the postponement of 

neoliberal reforms (namely the organised resistance of the working class) have persistence, 

the intervention of the IMF and the EU has made significant effects in the legitimisation of 

the crisis policies and structural reforms in the Greek economy.  

On May 2010, the IMF and the EU has announced a 110-billion € rescue package (30 

billion € from the IMF and 80 billion € from the EU), which covered several austerity 

measures concerning the labour market. The most important of these labour market reforms 

has been on the agenda since the loan was taken in May: the social security system reform. 

Despite many resistance movements, demonstrations and strikes, the social security system 

reform package was accepted in July 8th, 2010. The structural reforms proposed/presented as a 

requirement for the release of the next instalments of the credit by the troika (the EU, the ECB 

and the IMF – as mostly mentioned by the Greek press) have been followed by privatisation 

policies, which have been accelerated with the privatisation of ATE Bank and Post Bank. 

Privatisation as a direct method of collecting revenue is now restructuring the whole public 

sector in Greece, where privatisation was always the mostly performed among other reforms. 

Moreover, according to the memorandum signed with the troika, the wages in the public 

sector are decided to be frozen (Eleftheros Tipos, 2010). 

After the first auditing of the troika in 14 June 2010, the second instalment of the 

credit was agreed to be released in September, in case the structural reforms are implemented 

in accordance with the memorandum. These structural measures include the homogenisation 
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of the wages of public employees, opening of the “closed” occupations, and liberalisation of 

the energy market. 

Since the prerequisites for transition from Keynesian to monetarist economic policy 

could not have been fulfilled in Greece due to high levels of class struggle, the inevitable 

crisis of capitalism has exposed the profit-based problems in the productive sector and 

expenditure-based problems in the budget, both of which were directly related with the 

functioning of the labour market. In this respect, the economic crisis in Greece was perceived 

as an opportunity so that the long-been-delayed reforms in the labour market has been 

presented as a requirement to rescue the country from a total collapse. Moreover, the 

introduction of the EU, the ECB and the IMF into the operation of recovery was used by the 

Greek government as a tool for legitimisation of the structural reforms.  

These developments on the side of the capitalist class and the state do not mean that 

troika’s policy proposals and the long-been-delayed labour market reforms were welcomed by 

the working class. On the contrary, the class struggle among two happened to be much 

harsher, the class positions became more explicit, and the class consciousness of the working 

class has improved. Moreover, the unity among trade union confederations and chambers 

were strengthened whereas the role and position of the political parties were reshaped. 

Expropriation of the crisis of capitalism and the losses of capital deteriorated the working 

conditions as well as the living standards by decreasing wages and increasing taxes on 

consumption goods. That is to say, the economic crisis in Greece contributed to the class 

struggle and class consciousness of the working class, providing it with an opportunity to 

struggle, raising its awareness against the structural reform policies, and revitalizing any form 

of resistance that might have already existed, against labour market reforms, deregulations, 

collective dismissals and increasing rates of exploitation. The economic crisis, therefore, had 

a potential to enable the working class to comprehend its objective conditions and to resist 

exploitation. Although the Greek state pursued policy measures for the recovery of the 

capitalist economy, the resistance movements of the working class achieved to restrain some 

of the policies as well as preventing cuts in the education and health sectors. 

 

Conclusion 

This paper aimed to analyse the transition from Keynesianism to monetarism and 

labour market reform process in Greece, with specific focus on the EU’s influence. 

Demonstrating that the implementation of labour market deregulation policies in capitalist 

societies depends on the level of working class resistance in both crisis and non-crisis periods, 
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Greece is assessed as a country representing well organised and active working class and 

therefore strong class struggle. In this respect, it is claimed that the implementation of labour 

market reforms in Greece has been encouraged by the single market-single currency policies 

as well as the targets of competitiveness and efficiency in the EU. Moreover, Single European 

Market and Economic and Monetary Union has facilitated and legitimised the labour market 

reforms in Greece.  

In Greece, where class struggle is very strong and the well-organised working class 

successfully resisted labour market reforms since the last three decades, the recent economic 

crisis had a devastating effect. As the crisis turned into an opportunity for both capital and the 

state, and implementation of structural reforms were presented by the EU and the IMF as a 

necessity to rescue the economy, labour market reforms have been accelerated. However, it is 

also important to underline that these sorts of neoliberal attacks has the potential to increase 

the class consciousness and unify the working class, as is the case in Greece. 
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