Greek riots: Students smart
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As an economics professor at Piraeus University near Athens, Theodoros Pelagides sees in his students the frustration at lack of opportunity that in part lies behind this week’s riots. “Everything in Greece operates as a closed shop. There is no highway leading from the university to the labour market,” says the Harvard-trained academic.

Six days of youth unrest in Athens and a dozen other cities following the killing of a 15-year-old by a police officer are laying bare ingrained flaws in Greece’s social and political make-up. Successive governments have avoided tackling social reforms, from education and policing to healthcare and pensions, citing more pressing concerns. Leaders have given priority to infrastructure improvements and other European Union-funded projects intended to promote growth, at the expense of “soft” investments that might not yield results ahead of the next election.
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	Masked students at Athens Polytechnic


Over the past decade, Greece focused first on reforms required to qualify for eurozone membership. “After Greece joined the euro, the government intended to streamline the civil administration and reallocate funds to sectors like education and health. This didn’t happen. Instead, the civil service has swelled and the fiscal situation has become extremely difficult,” says Vassilis Rapanos, Prof Peladides’ Canadian-educated counterpart at Athens University.

Until recently, a benign economic environment made it possible for Costas Karamanlis, the prime minister, and his conservative government to leave voters with the impression that modest reforms carried out over the past two years in higher education, the state pension system and the labour market would be sufficient. With tourists arriving in record numbers, soaring property prices on the Aegean islands and Greece’s international shipping industry enjoying an unprecedented surge, the government felt little pressure to make another stab at social reform.

As recently as July, Mr Karamanlis could boast of projected growth in gross domestic product of almost 4 per cent, more than twice the eurozone average. Unemployment was at a 7.2 per cent, the lowest since records began – although one in five new graduates is unable to find a job in his or her specialised field.

Yet the warning signs were there. The current account deficit was close to 15 per cent of GDP, by far the highest in the eurozone, pointing to declining competitiveness. Spreads on Greek government bonds started to widen as traders reassessed perceptions of risk. This week’s unrest came just as Greeks had started to realise that high real wage increases, low interest rates and an annual surge in property prices are benefits that can no longer be taken for granted.

Mr Karamanlis’s first response has been to offer full compensation to more than 500 owners of shops and other commercial premises damaged in the rioting, including immediate cash grants, tax breaks and the suspension of loan repayments.

But unless the government does something for the students, too, the protests are likely to continue. Extra cash for social spending will be scarce over the next two years as growth slows. The government is struggling to meet revenue targets amid rampant tax evasion. Income from direct taxes equals just 5 per cent of GDP compared with a eurozone average of 9 per cent. 

Yannos Papantoniou, the former finance minister who steered Greece into the eurozone, says the government can still increase spending on education over the next six years to 5 per cent of GDP from 3 per cent at present – the lowest among eurozone members. He says the state’s grip on tertiary education needs to be loosened through the establishment of non-profit private universities. “We must eliminate the networks of favouritism and corruption,” he adds. 

It will, however, be hard to reduce the role played by vested interest groups that cultivate close connections with senior politicians. These include the owners of frontistiria, night-time cram schools that help students pass old-fashioned university entrance tests based on rote learning, and private security companies who rely on services provided by underpaid Greek police working on their days off.

It is doubtful, too, whether Greece’s political class is ready to embrace change. Both Mr Karamanlis and George Papandreou, leader of the opposition Socialists, rely on the patronage system to maintain their power bases.

Andreas Andrianopoulos, a former conservative minister of energy who left politics to become a consultant, says only a sustained crisis is likely to bring the social reforms needed to make sectors other than shipping competitive in a global economy.

“The political leaders are like the owners of an old house they’ve lived in all their lives,” he says. “They’re content to make a few renovations and move the furniture around. They don’t want to pull it down and build something contemporary that works.”
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