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Introduction

1.1 The focus of the book

The European Union (EU) plays an increasingly important part in the
political and economic life of its member states. Indeed, this fact has been
recognized by the new attention given to processes of ‘Europeanization’.
Somewhat akin to ‘globalization’, Europeanization represents a seem-
ingly pervasive but variable intrusion of an external dimension into
domestic systems. The dividing line between the EU and domestic poli-
tics is thus blurred. The relevance of the EU to the policies and public
debates witnessed at the domestic level is evident, for example, from the
attention given to the single European currency, the euro; the authority
exercised by the EU Commission on mergers and acquisitions and against
state aids; the development funding provided to poorer regions of the
EU; the relevance of the EU to sensitivities on asylum and migration
issues; and the contrast between reported policy splits and the aspiration
to a ‘Common Foreign and Security Policy’.

‘Europeanization’ testifies to the capabilities of the EU. It is not only
a matter of how the EU impacts on domestic systems — setting laws,
creating obligations — but also of how national governments seek to
shape the agenda of the EU as a whole, inserting their interests and pref-
erences into common policies and understandings. In other words, the
relationship between a member state and the EU is two way: ideas and
pressures flow in both directions, shaping the politics and economics of
each other. Indeed, the relationship takes on further interest; the EU is
more than the sum of its parts, given that its institutions and processes
mediate and shape agendas and outcomes in a distinctive manner.
National actors participate in a structured environment and in one that
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affects their strategies and ideas. These complex features define the EU
system of governance.

But what is the reach of the EU’s system of governance? How effective
is it in steering and shaping the major policies found across its member
states? What are the limits to Europeanization? Why do EU stimuli
sometimes lead to domestic change, but at other times have little effect?
These questions are at the heart of this book.

It can be tempting to identify the impact of ‘Europeanization’ in a
wide variety of areas and settings. To some, the limits of Euro-
peanization may seem boundless. New drinking habits, a change of
identity in football, the historic movement of ethnic groups, and a shift
in ideology — each of these topics has been explained by prime reference
to the term (Featherstone and Radaelli, 2003). Yet none has any signifi-
cant, direct connection with the politics of the EU. The meaning of
‘Europe’ here is much wider and non-institutional. Where the direct
connection with the EU is stronger — as with compliance with an EU
legal obligation, such as a ‘directive’ — the type of impact at the domes-
tic level is more readily discernible. Though even here the process of
explaining, let alone predicting, domestic change as a result of the EU
obligation is far from straightforward (e.g. Haverland, 2003). More chal-
lenging still are the areas where the power of the EU to act is less clear.
A government announcing the privatization of a state-owned enterprise
or the adoption of a new welfare policy, or a government urging the
need to make employment patterns more open and flexible — each of
these moves may be ascribed politically to the EU, but the reality is of
varying competences and instruments available to the EU to act. In the
social sciences, explanation depends on identifying a cause and effect
relationship. Claims of ‘Europeanization’ need to meet these same tests;
they cannot to settle for presumed impacts.

This book explores the impact of the EU across areas where the power
of the EU to act varies. It is set in the general context of the EU’s plan
of ‘structural reform’ enunciated in its ‘Lisbon programme’ of 2000. At
a meeting of the ‘European Council’ - of heads of government/state —
in Lisbon that year, the EU set itself a new mission for the period up to
2010. It declared:

The Union has today set itself a new strategic goal for the next
decade: to become the most competitive and dynamic knowledge-based
economy in the world capable of sustainable economic growth with more
and better jobs and greater social cohesion [emphasis in original].
(European Council, 2000a: 2)
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The Lisbon Programme elaborated a set of priorities, mixing economic
liberalization, sound finances, and social solidarity. The key themes were
a European area for research and innovation, a more friendly environ-
ment for small business, efficient and integrated financial markets,
education and training for the knowledge society, a fully operational
internal market, the sustainability of public finances, an active employ-
ment policy, modernizing social protection, and promoting social inclu-
sion. A set of ambitious targets was set to underscore the programme.
Subsequent progress was disappointing, however. By 2005, while eco-
nomic growth in the EU was sluggish at 1.6%, in the USA growth was
more than double at 3.6%. Whereas at Lisbon bold employment targets
had been set, unemployment in France and Germany remained at around
10%. In response to these problems, the European Council updated the
programme in 2005 (European Council, 2005).

The Lisbon Programme recognized that the goals being set were ones
where the EU had only limited competences. The European Council did
not seek to extend the powers of the EU institutions to fill the gaps.
Instead, it placed them in the context of a system of policy coordina-
tion, embracing the national governments and the Commission. The
Lisbon Council declared that

Implementing this strategy will be achieved by improving the exist-
ing processes, introducing a new open method of coordination at all
levels, coupled with a stronger guiding and coordinating role for the
European Council to ensure more coherent strategic direction and
effective monitoring of progress. A meeting of the European Council
to be held every Spring will define the relevant mandates and ensure
that they are followed up! [emphasis in original].

(European Council, 2000a: 2)

The ‘Open Method of Coordination’ (OMC) process tackled the pro-
grammatic objectives on the basis of a benchmarking of national
progress and a system of mutual learning, sharing good practice, etc. The
OMC involves a wider range of bureaucratic and technocratic actors —
national government and Commission officials along with some civil
society actors such as the social partners (unions and employers), NGOs,
and local and regional authorities — but it has been criticized for its lack
of transparency and low public profile.

In any event, the strategy behind the Lisbon Programme had a
vulnerable character: to its critics, it involved soft policies and soft
processes. The rhetoric was ambitious and general, but the substance
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lacked authority to oversee its implementation across the EU. There
were many objectives, but little that was binding. The politics of EU-
level exhortation replaced the legal constraint of treaty commitments or
legislative directives. To its supporters, the Lisbon Programme and the
OMC were the best attempts to bring the EU closer to the needs and
aspirations of Europe’s citizens, tackling core issues of growth, jobs, IT,
social protection, and adaptation to a new global economy. Rather than
involving yet another institutional reform, it focussed in a pragmatic
manner on policy learning in key areas.

By focussing in the main on the Lisbon Programme of structural eco-
nomic reform and its concomitant OMC, this book defines a severe test
for assessing the domestic relevance of ‘Europeanization’. As an area of
soft instruments to support non-enforceable policy goals, the stimulus
to domestic reform is weaker than where the EU acts on the basis of
treaty competences and legislative directives. Actors at the national
level could not benefit from the kind of external empowerment that
marked the binding convergence criteria that governed entry into the
‘euro’ single currency (Featherstone, 2004). If Lisbon could be shown to
be central to a domestic reform process, then ‘Europeanization’ is indeed
a credible hypothesis here.

At the same time, the cases covered in the book combine ‘soft” instru-
ments with some aspects of ‘hard law’. The book comprises three
empirical case studies: pension reform, labour market reform, and the
privatization of a national airline. The first two were affected by the
‘hard’ constraint of Greece seeking to meet the Economic and Monetary
Union (EMU) entry criteria. In addition, both were linked to the Lisbon
Programme of adapting the social model and creating a more competi-
tive economy and its ‘soft’ instruments of implementation. Privatization
cuts across several agendas and involves both ‘hard’ and ‘soft” EU inter-
ventions. The liberalization of the single European market and the anti-
state aid strictures of the EU’s competition policy created new and severe
regulatory constraints on state monopolies. At the same time, the policy
signals emanating from the Commission urged governments to pursue
liberalization to the full, shedding inefficient state enterprises to the
private sector. There was an implicit link to the Lisbon stress on
competitiveness.

The combination of these three sectoral case studies thus provides a
varied range on which to assess the reach of the EU’s broad agenda
on reform. The case studies have been chosen to reflect a variety of
EU instruments across policy sectors — many sectors incorporate differ-
ent types of instruments — and because they each relate to so-called
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supply-side reforms. As a part of an agenda of economic and social
‘modernization’, they serve to test the reform capacity of a member
state such as Greece in such areas, when the latter is challenged by EU
stimuli of varying types. The analytical framework of ‘Europeanization’
will be explored in Chapter 2.

1.2 Why this case?

This book has selected a member state for study that represents a ‘criti-
cal case’ for the Europeanization hypothesis in this context: Greece.
A critical case is one where it can be asserted that if the hypothesis is not
valid for this case, then it is unlikely to apply to other cases (Flyvbjerg,
2006; Eckstein, 1975). Greece can be regarded as a ‘least likely’ case in
relation to structural reform: the prevailing domestic conditions contrast
markedly with the Lisbon Programme; it has a tradition of ‘statism’ in
the economy; and its pension system has been distorted by entrenched
domestic interests. Indeed, historically, successive Greek governments
have struggled to achieve significant reform in the key areas of structural
reform. If the following case studies show significant domestic impacts
as a result of the EU stimuli, then this would validate that the EU has
‘teeth’ when it acts in these areas. Either way, the Greek case will provide
important causal insights, whether it tends to confirm or falsify the
‘Europeanization’ hypothesis (Brady and Collier, 2004: 283).

The choice of policy sectors can be revealing in the Greek case. Over
the last decade or more, Greece has enjoyed greater success than most
of her EU partners with respect to macroeconomic growth. Yet progress
on ‘supply-side’ economic reforms and on the ‘modernization’ of social
provision has proved difficult. The three case studies analysed here - of
pensions, labour market reform, and privatization — will clarify the pol-
itics of the relevant processes, indicating the mix of power and interests
to determine policy outcomes in these sectors. They will reflect, at one
level, the politics of who gains from the macroeconomic success, in
defending their interests, though this is more a result of inertia than
collective choice.

More generally, Greece is an EU member state that has had a reputa-
tion for being the ‘black sheep’ - standing aside from common declara-
tions on foreign policy, failing to meet agreed targets, and misusing EU
funds. Further, it has had one of the poorest records in implementing
and upholding EU legislation.? Table 1.1 shows the infringement proceed-
ings undertaken against the 15 longer-term members of the EU (EU 15)
from 1980 to 200S. Over this period, Greece has consistently been
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among the worst two or three offenders in not implementing or fol-
lowing EU laws. Table 1.2 shows the relative delays in transposing the
internal market legislation of the EU by member states. Here, the Greek
record has fluctuated significantly: in 1997 it scored relatively well, but
in 2000 it was the worst performer by far, then improvement in 2003
was followed by Greece being one of the three worst performers in 2006.
More relevant here have been the evident problems experienced by
Greece in implementing the Lisbon Programme. By June 2005, Greece
ranked twenty-fourth in the EU 25 in the transposition of the Lisbon
Programme directives, with just 66.7% transposed. Table 1.3 represents
the full data of the EU Commission’s report of 2004. It indicated that
Greece had the second-lowest score on labour productivity and the
employment rate in the EU 15, the lowest investment in Research and
Development (as percentage of GDP); the second highest at-risk-of-
poverty rate and long-term unemployment. In December 2006, the
EU Commission reported that Greece ‘is making limited progress in
the implementation of its National Reform Programme’ (European
Commission, 2006a: 44). Specifically, ‘Regarding governance, better
coordination and stronger ownership among administrative levels is
needed’ (European Commission, 2006a: 44). While it noted good
progress in the consolidation of public finances and other areas, it listed
the high-priority areas for reform as the pension system, public admin-
istration, employment participation, unemployment and undeclared
work, employment protection and labour mobility, and the quality of
education and training (European Commission, 2006a: 45). The list
touched on the foci of the case studies presented here, confirming
Greece as a critical case and posing the question of what has happened
to the reform attempts. Across the various sets of indicators, the Greek
record suggests a major problem in state administration and reform
capacity.

On the other hand, the long-term trend of public opinion in Greece
has displayed one of the highest levels of support for further European
integration. Table 1.4 shows the exceptional levels of public support in
Greece for the EU. Accession and early membership of the EU were con-
troversial domestically, but in 1990, 1995, 2000, and 2005 the Greek
public were consistently among the top two or three in Europe in their
belief that membership had ‘benefited’ their country. Similarly, Table 1.5
shows that in the same years Greek voters were among the highest in
Europe believing that EU membership had been a ‘good thing’. Again,
Table 1.6 indicates that Greek support for the single currency was well
above the EU average in 1990, 1995, and 2000. The introduction of
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Table 1.2 Transposition deficit of internal market legislation (per cent)

Country 1997 2000 2003 2006
AT 10.1 3.6 3.4 1.4
DE 8.5 3.6 3.0 1.8
BE 8.5 3.1 1.8 2.0
IT 7.6 3.4 3.9 3.8
GR 7.5 7.3 3.3 3.8
FR 7.4 5.2 3.3 1.9
LU 6.5 4.6 3.2 3.8
SK 6.2 1.5 1.0 1.4
PT 5.9 6 3.7 3.7
IRL 5.4 4 3.5 2.0
ES 4.7 1.5 1.2 1.7
UK 4.6 3 1.5 1.3
FIN 4.3 1.4 1.0 1.5
NL 3.5 3 2.0 1.5
DK 3.2 2 0.6 0.5

Sources: (1) European Commission (2006¢), Internal Market Scoreboard No. 15,
July; (2) European Commission (2003a), Internal Market Scoreboard No. 12, May;
(3) European Commission (2000a), Single Market Scoreboard No. 6, May;
(4) European Commission (1997), Single Market Scoreboard No. 1, November.

the ‘euro’, however, led to a significant public backlash. In 2005, only
46% of Greeks were recorded as being in favour of the currency, well
below that recorded elsewhere.

In the same period, there was some evidence of a new, though lim-
ited, ‘euroscepticism’ in Greece. Archbishop Christodoulos of Athens —
a new and populist figure on the domestic scene, who was to provoke
strong reactions from supporters and opponents alike — had launched a
strident campaign suggesting that ‘Europe’ was encroaching on Greek
‘identity’.? In 2000, his opposition to a revision of the Greek identity
card — where it was proposed to remove a question about religious
identity and it had been claimed that this was required by the EU* —
produced a petition of over three million signatures. A new ‘eurosceptic’
party also emerged (LAOS: Popular Orthodox Rally/AA.O.3: Aaiikbg
OpbHddotog Zvvayeppog), with its leader George Karatzaferis winning a
seat in the European Parliament in June 2004. The latter remained fringe,
with both the major parties being overwhelmingly pro-EU. Indeed, this
was evident in the trouble-free ratification of the EU Constitution by the
Greek Parliament on 19 April 2005, which produced a majority of 268 to
17 votes.

But what this evidence suggests is a differentiated profile of Greek
membership of the EU. Thus, general patterns appear in the limits to
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Europeanization in Greece. The state administration is weak in imple-
menting and upholding EU commitments. Within government and
between government and other domestic actors there is a political strug-
gle over the adaptation to EU policies, especially where there are distri-
butional issues involved. More widely, there is a cultural resistance
concerning national identity, traditions, and habits. To some extent this
is a matter of cultural pride in the Greek ‘way’ and is based on distinct
social values of heritage, reciprocity, and loyalty. Resistance involves
both sectional interests and cultural choice. Yet, at the same time, the
major parties and the majority of the public are strong and consistent
supporters of the development of the EU. It is a profile of contradic-
tions: in crude terms, the Greek system welcomes ‘Europe’ for its polit-
ical and resource advantages while sustaining barriers to its legal,
economic, and cultural adaptation. The profile contrasts self-confidence
about Greece’s place in Europe with a sense of vulnerability on matters
of policy substance and a defensiveness about the Greek way of ‘doing
things'.

It is this differentiated profile that makes Greece such an interesting
focus for this study. There is clear evidence of political will to engage
with the EU. Yet the record suggests significant problems of administra-
tive and reform capacity when doing so. If the EU’s structural reform
agenda (notably, the Lisbon Programme) have a significant effect on
Greece, then this would be a strong endorsement of their domestic
reach, penetrating a system that has shown resistance. Beyond this, the
policy case studies question the governability and membership of a
national system that seemingly struggles to deliver. More generally, they
have significant implications for the EU’s sense of purpose in managing
economic reform.

1.3 The domestic political context

The historical period discussed in this book mainly covers the period
from 1996 to late 2007. The period began with the premiership of Costas
Simitis between 1996 and 2004. The election of Simitis as leader of PASOK
(Pan-Hellenic Socialist Movement / ITAXOK: TIToveliqvio Z0610MGTIKO
Kivnua) and his appointment as Prime Minister, both in 1996, repre-
sented a major turning point in Greek politics. His personality and
political platform, both represented a significant change. The hugely
charismatic, and populist, Andreas Papandreou was the founder and
leader of the party after the fall of the Colonels in 1974 and had served
as Prime Minister for 11 years (1981-9; 1993-5). PASOK had been
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Table 1.4 Attitudes towards EU/EC membership 1980-2005 (per cent)
I feel that my country has benefited from EU membership

Country 1985 1990 1995 2000 2005
LU 69 72 73 70 75
IRL 67 84 87 86 86
NL 67 75 68 61 61
IT 70 65 52 49 49
GR 42 78 72 72 67
EC 12 53 58 — — —
EU 15 — — 46 47 —
EU 25 — — — — 52

Sources: (1) European Commission (1985a), Eurobarometre No. 24, December;
(2) European Commission (1990), Eurobarometer No. 34, December; (3)
European Commission (1995), Eurobarometer No. 43, Autumn; (4) European
Commission (2001), Eurobarometer, No. 54, April; (5) European Commission
(2006d), Eurobarometer No. 64, June.

Table 1.5 Attitudes towards EU/EC membership 1980-2005 (per cent)
I think EC/EU membership is a good thing

Country 1985 1990 1995 2000 2005
LU 83 76 80 79 82
IRL 53 76 79 75 73
NL 77 82 79 71 70
IT 72 77 73 59 50
GR 45 75 63 61 54
EC 12 57 69 — — —
EU 15 — — 56 50 —
EU 25 — — — — 50

Sources: (1) European Commission (1985b), Eurobarometer No. 23, June; (2)
European Commission (1990), Eurobarometer No. 34, December; (3) European
Commission (1995), Eurobarometer No. 43, Autumn; (4) European Commission
(2006d), Eurobarometer No. 64, June; (5) European Commission (2001),
Eurobarometer, No. 54, April.

moulded in his image and had adapted according to his direction. By
1995, however, his ill health meant that his demise was inevitable. After
some delay, he resigned as Premier on 15 January 1996 (and died later
on 22 June 1996), leaving the stage he had dominated. A few days later,
on 18 January, Simitis defeated his rivals in a contest for the premier-
ship. Simitis was the candidate that offered the greatest prospect for
change. Akis Tsochatzopoulos and Gerasimos Arsenis were both, in
varying ways, associated with the populist and clientelistic traditions of



PROOF

*G00Z T84 93 103 AOUD1IND J[SUIS SPIEMO} SIPNITHE AL ESIU
a3 103 eyep apraoxd jou saop jeysoing () {(gsg 'd ‘Anf ‘19 "oN 1939woreqoiny ‘(qF00g) uolsstrwo)) ueadoinyg) 00z 124 ay3 10§ (Isurese 9,¢¢ pue 103 94H9)
[2A9] dures 3y} e surewar yoddns Y219 (F) {000 uwniny 103 a8ejuad1ad 301dop uwnjod 0oOZ Y3 Ul eiep () Hoddns uewridn jsey pue 3sop\ 28eIdae U3
$301dap G661 103 a8eruadiad uewian (7) {(F *d) 9 "ON 1919woreqoiny ‘popog uorssrwrwo) ueadoiny ur parjdde suonerasiqqe ayl smoq[oy a[qey 3yl (1) 270N

dunf ‘y9 ‘ON IdpwoIeqoIny
(p900z) uorsstwo) ueadoiny () ‘Arenigag ‘09 "ON Iapwolreqoinyg ‘(0%00z) uoisstwo)) ueadoiny (§) qudy ‘FS 'ON ‘I93aworeqoiny ‘(100g) UOISSIWIWOD)
ueadoiny (¢) ‘umwminy ‘s ‘oN IawoIreqoiny ‘(S661) uolsstmwo)) ueddoiny (7) 2quiada( ‘F§ "ON Id3ouworeqoiny (0661) UolsstTurwo)) ueadoiny (T) :$a24nos

VN 09 - - - - - - - - S Nd
VN - S¢ 6S LE SS 9¢ (4 - - ST Nd
VN - 8¢ L9 1€ 29 S¢ 4 €¢C SS <1 01
VN 1474 S 1874 79 9¢ LS (43 - - EN
VN 6L LT 0L 6% Sy 6S (43 - - &I
VN L9 L9 ¥C 8¢ €S 1S S¢ - - LV
VN 0S (54 (45 SS v 99 0¢ 0S Se Ad
VN 8¢ S9 €C €9 1cC SS 8¢ 154 8¢ AN
VN 68 ST €8 0¢ SL 0¢ <L 9¢ Ly nt
VN 99 €e 09 4% LY 0S 8¢ LT 0S ad
VN 19 ST 0L {4 ]9 0¢ 8¢S (0)8 €S Sd
VN L9 S¢ 69 9¢ LS 8¢ (4% 91 SS Ld
VN L8 vi 6L 0¢ 69 S1 89 L1 8|S aI
VN 1L ve 29 1€ 9 8¢ 19 S¢C 19 N
VN €8 ST 18 ¥ <L (44 L9 91 19 EL
VN SL 8¢ 89 (43 29 1€ €9 61 29 dd
VN 9% €€ 79 1T 0L 61 L9 (0)8 79 T4
VN 79 9¢ 0L L1 6L el 9/ 1T <L LI
Jsuredy 109 Isuredy 109 jsure8y 100 jsuredy 100 sure8y 100 Anyuno)
€00¢ €00¢ 000¢ S661 0661

(3udd 13d) Adouarmd o13urs 103 y1oddng  9°1 iguL



PROOF

14 The Limits of Europeanization

PASOK.S Tsochatzopoulos, in particular, was seen as the leader of the
proedrikoi (leader’s faction) protecting the inheritance of Papandreou.
They would continue to be an oppositional faction more or less
throughout Simitis’s period as Premier. The election by MPs was in fact
a close-run affair.® But on 1 July 1996 a party congress elected Simitis as
PASOK'’s new leader (by 53.8% to Tsochatzopoulos’s 45.7%). Simitis’s
position was further legitimized when he led his party to victory in the
October 1996 parliamentary elections (PASOK won by a margin of
41.4% to 38.1% over the centre-right New Democracy party (ND/NA:
Néo. Anpokpatia) (Featherstone and Kazamias, 1997). Simitis’s second
election victory in April 2000, however, was much closer: PASOK led ND
by just 43.8% to 42.7%.

Politically, Simitis’s mantras were ‘modernization’ and ‘Europeanization’.
‘Modernization’ involved a package of economic, social, and political
reforms that sought to mix liberalization (a shift from statism) with a
new social solidarity (Simitis, 2005). Simitis led a faction within PASOK
comprising rising personnel such as Theodoros Pangalos, Giannos
Papandoniou, Vasso Papandreou, and George Papandreou (Andreas’s
son). Their modernization agenda was defined within the frame of
‘Europe’: it had little meaning without reference to the need to adapt to
the EU. Simitis’s modernization project was both bold and comprehen-
sive in intent. It began with a sense of urgency. Greece needed to place
itself at the core of the EU, which meant that entry to the single cur-
rency had to be secured. In the mid-1990s, the performance of the
Greek economy remained the most divergent in the EU from the
Maastricht convergence criteria. The New Democracy government of
Constantinos Mitsotakis (1990-3) had been over-optimistic in believing
that it could establish a rapid convergence. In reality, it failed to meet
the conditions for the EU aid provisionally allocated to Greece. It had
also been thwarted by strong union opposition to its neoliberal reforms.
Andreas Papandreou reaped the benefit at the 1993 election, promising
an easier path to EMU. By contrast, Simitis stressed the urgency of his
modernization project. Greece had a historic opportunity to fulfil its
European interests, but this would not last.

Thus, Greece had to undertake a big leap forward by following a new
national development strategy. This had to entail structural economic
reforms to introduce greater flexibility and competitiveness, an agenda
that foreshadowed, in inspiration, the EU’s Lisbon 2000 project. It was
evident that these reforms had to embrace further privatization, greater
liberalization of the labour market, and a more just and efficient pension
system. While the state’s economic role had to be leaner and more
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efficient, at the same time it had a basic responsibility to build a ‘new
social state’, a theme that was shared elsewhere in Europe, not least in
Romano Prodi’s Italy (Simitis, 2005: 125-49). In politics, Simitis and his
supporters advocated a greater separation of the ‘party’ from the ‘state’:
a break with the incestuous ‘rousfetti’ politics or bureaucratic clien-
telism of the recent past. The ‘clean hands’ and modesty of Simitis were
extolled. Simitis’s modernization project also embraced the reform of
the Greek constitution, continuing a momentum established by the ND
government of Mitsotakis. The latter had talked of the ‘re-foundation’
of the state, while the Simitis Government inserted the principle of the
‘social welfare state’ into the Constitution.

The Simitis Government could claim a number of creditable policy
achievements. Greece was a much more respected partner in the EU,
typically a part of the prevailing majority on most major issues.
Economically, it adopted the single European currency in 2001; it main-
tained a rate of economic growth well above the EU average for most of
its period in office; it reduced Greece’s inflation rate and brought it much
closer to that of its EU partners. Other economic achievements proved
more controversial. Notably, the reduction of the budget deficit — a cru-
cial element in Greece meeting the Maastricht criteria for entry into the
single currency — was later re-examined in 2004 by the EU Commission
(European Commission, 2004d). The deficit was recalculated according
to a different set of rules. Simitis and his supporters claimed they had not
contravened any rules, rather that new ones were being applied after the
event. Opponents felt that they had manipulated the data for political
purposes, hiding expenditure commitments.” More generally, while the
Simitis Government had had perhaps unprecedented courage to con-
front an agenda of structural reform, its substantive progress in imple-
mentation was disappointing even to many of its supporters. In 2002, a
report for the World Economic Forum examined the record of EU coun-
tries in implementing the Lisbon Programme and it reported that Greece
was consistently the worst performer across the eight dimensions it had
defined (2002).

By the end of its period in office, the Simitis Government looked tired
and somewhat disoriented. It even looked less ‘clean’, with allegations
of corruption giving the sense that it had stayed too long in power. In
January 2004, Simitis announced he would resign as PASOK leader,
allowing his successor to lead the party into the next election. George
Papandreou was soon anointed and he embarked on a fresh approach,
to appeal to the disaffected. But PASOK'’s position in the polls was too
low to turn around so quickly.
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The elections in April 2004 were a clear victory for New Democracy. It
defeated PASOK by 45.4% to 40.5%, gaining a parliamentary majority of
15% over all other parties. The new government of Costas Karamanlis —
the nephew of the former premier — proclaimed a fresh start, reforming
the state and creating a more competitive economy. The programme
again seemed very much in line with the Lisbon Programme on structural
reform. Yet Karamanlis and his colleagues had learnt from the demise of
the Mitsotakis Government of the early 1990s. The strategy was to be
more sensitive to what was politically feasible. It also adopted the lan-
guage of inclusiveness and consultation. The government would reach
out to opponents and endeavour to create a new consensus for reform.

What was striking was the narrowness of the ideological differences
between the two major parties, compared to their differences in the
1980s and early 1990s. Simitis had led PASOK towards a more market-
oriented social democracy, shedding the statism of the past. Karamanlis
talked more of competition and the private sector, but his approach
was to be moderate, gradualist, and inclusive. The policies and priori-
ties had converged. Election campaigns lacked the emotion of the past
and more attention was paid to competence and achievement. The task
of governing - steering reform to implementation - still looked daunt-
ing, however. The domestic constraints seemed very powerful. Indeed,
the track record of structural reform suggested that the domestic
system was structured in a manner that appeared to militate against
consensus and delivery.

1.4 Where the book fits in

This book seeks to build on the existing literature on Greece and to fill
in some notable gaps. Lavdas’s book (1997) on the Europeanization of
Greece was an innovative study when it was published, but it is now
somewhat dated: it covered the period prior to Costas Simitis becoming
Prime Minister, and the conceptual literature on ‘Europeanization’ has
been further developed since then. His book focused on government-
business relations and domestic policy patterns, focusing in particular
on regulatory change (privatization) and the EU structural policy. The
general argument was compatible with that developed here: while
the direction and content of EU influence on Greek policy was evident
in this period, such ‘external’ pressures were mediated by domestic
‘arrangements and coalitions’ (Lavdas, 1997: 6). Pagoulatos’s study
(2003) was groundbreaking, though its conceptual and historical focus
was very different from the present volume. A study in political economy,
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it charted Greece’s gradual shift from a ‘developmental state’ to a ‘stabi-
lization state’ in the post-war era, focussing on the state and finance. It
made little direct reference to the literatures on ‘Europeanization’ or on
‘varieties of capitalism’, two major approaches taken up here. The pres-
ent volume seeks to provide a conceptually informed study of the public
policy process in Greece, incorporating the dimensions of agenda set-
ting, actor strategies, interest mediation, and implementation. As such,
it hopes to complement earlier work and close some of the gaps in
the literature. The book draws on some previously published work.
The themes of governability and of the limits to Europeanization were
signalled in Featherstone (2005). The empirical case study on pension
reform extends earlier coverage in Featherstone, Kazamias, and
Papadimitriou (2001) and Featherstone (2005). The case study on labour
market reform builds on the work of Papadimitriou (2005). The study
of Olympic Airways (OA/OA: Olvpmakn Agpomopic) draws on
Featherstone and Papadimitriou (2007), broadening its coverage. While
building on this earlier work, the present volume extends the empirical
coverage, broadens the conceptual discussion, and develops themes
only lightly touched upon previously.

The research for the empirical chapters involved extensive searches of
relevant documents and of news coverage. Altogether some 3000 news-
paper reports have been consulted in order to trace the domestic debate
on structural reform over the past decade. In addition, over 50 personal
interviews (see the appendix) have been conducted with key actors in
Greece. These included all of Simitis’s heavyweight cabinet Ministers
involved in the three policy areas covered in the book as well as a number
of junior Ministers, prime-ministerial and ministerial advisers, managers
of state-controlled companies, and high-ranked civil servants in the
ministerial bureaucracies. The range of government officials inter-
viewed gave the opportunity to cross-reference the information pro-
vided and build an accurate picture of the constraints under which the
Simitis Government had to operate. A number of opposition politicians
were also interviewed, some of whom were subsequently allocated
key ministerial portfolios in the Karamanlis Government (2004-7).
These interviews helped in identifying some of the structural issues of
Greek public policy that cut across party politics and have shaped the
agendas of successive governments, irrespective of their ideological
predisposition and profile.

In addition to the above, leading officials from Greece’s social part-
ners were also interviewed. They included the leadership of the main
trade union confederation (GSEE: General Confederation of Greek
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Workers /T2EE: T'evikm Zvvopoomovdio. Epyotwv EALGS0G), the main
employers’ organizations (SEV: League of Greek Industries/XEB:
THvdeopog EAAnvikey Blopmyaviey and ESEE: National Confederation of
Greek Commerce / EXEE: E6vikn Zvvopocnovdia EAAmvikot Eunoptov) as
well as representatives from many unions of Olympic Airways/Airlines.
Their views were invaluable in understanding the strength of opposition
to the ‘modernization project’, as well as the accumulated grievances of
social partners over the way in which successive governments have
sought to pursue structural reform. The interviews were conducted on a
confidential basis and their anonymity in the narrative that follows has
been respected.

1.5 The core questions and argument

This book examines the relevance of EU stimuli and processes to domes-
tic reform in Greece. In doing so, it asks four basic questions:

e To what extent have EU commitments shaped the domestic reform
agenda in Greece?

e How far have these commitments empowered the government in
the reform process?

e What reforms have been achieved?

e What explains the limits of the reforms implemented to date?

The responses to these questions require a discussion that links the
conceptual and the empirical dimensions. Alternative conceptual
approaches are considered to frame the policy case studies. Theory helps
to structure a clear empirical explanation. Thus, a comparison is drawn
between an explanation based on the Europeanization approach and
that on ‘varieties of capitalism’.

The three sectoral case studies display differences of type. The rele-
vance of EU commitments to domestic choices varies across the sectors.
Each is affected by general EU pressures, notably fiscal constraints. All
three are related to the Lisbon Programme of reform that signalled priority
concerns, but involves ‘soft processes’ of benchmarking and sharing
best practice. In addition, privatization involves direct regulatory inter-
vention by the Commission to guard against unfair state subsidies
and sweeteners. Domestically, the three sectors comprise both distinct and
common actors and processes. All three sectors pose tests of the will
and capability of the national government to deliver on an agenda it
has signed up to, negotiating and overcoming domestic opposition.
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In general, the book argues that EU commitments have indeed sig-
nificantly shaped the domestic reform agenda in terms of its normative
content and priorities. In doing so, they strengthened what already
existed at the member-state level - in the name of ‘modernization’ - but
were too weak to establish dominance in the relevant discourse. The
national government leadership willingly embraced this European
empowerment, finding legitimacy for itself in it. Yet this will was not
shared across the government: internal divisions of interest and prefer-
ence dissipated the reform initiative. An uncertain will undermined
the capability to deliver. Both would be needed in abundance if the
government was to negotiate reform successfully through the minefield
of domestic opposition, overcoming ‘veto points’ with antagonistic
interests. The achievements of reform in all the three policy sectors will
be shown to be limited over successive governments. This pattern of
outcome points to systemic features that resist the adaptation of the
domestic model towards a liberal state-economy relationship. The EU
stimulus in this regard challenges embedded norms and interests at
home. At the same time, the domestic tension remains and even grows
as a ‘Europeanizing’ elite defines reform as an essential development pri-
ority and fears what the alternative path of its opponents will mean for
the national interest. At present, both the proponents and the oppo-
nents of reform lack the political strength — the necessary constituency —
to be fully successful in their strategies. ‘Europeanization’ highlights the
systemic pressures, but the EU’s instruments are too weak to overcome
the inertial tendencies. To explain the latter, the particularities of the
Greek ‘model’ must be brought into the picture.

The Greek model - the political system, the economy, and the ‘welfare’
system — displays both tension and inertia. These are the result of a
complex pattern of embedded and conflicting interests and, to some
extent, identities. The blockages to EU adaptation can be identified by
reference to distinct literatures that frame the domestic conditions.
‘Europeanization’ approaches highlight, for example, the nature of the
‘misfit’ between the EU and domestic policies, the weakness of reform
coalitions, the prevalence of ‘veto points’, and the limitations of the
domestic discourse. Conflicting interests arise from conditions rooted in
the system. An alternative approach - based on the ‘varieties of capital-
ism’ literature — highlights the limitations of the domestic welfare
regime, the pattern of relatively high employment protection, the sta-
ble product demand, the strong barriers to market entry, and a set of
cultural attitudes that mix an aversion to risk and the protection of dis-
torting privileges. These produce a set of rational interests among the
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key actors that lead to blockages to reform. The book examines the
relevance and compatibility of the different conceptual frames to exam-
ining the problem of Greek adaptation to EU stimuli.

The case studies and the country selection add up to something more,
however. They raise important questions about the ability of the EU to
manage and implement a programme of structural reform. This agenda
has importance because of the recognition by EU leaders of the increas-
ing economic and social threats to the European order posed by global-
ization and the competitive challenges emanating not only from the US
and Japan but also now from new economic powers such as China and
India. The ineffectiveness of the EU in implementing a reform agenda
would question the ability of Europe to adapt and secure its well-being
in the future. At the same time, low ‘reform capacity’ on the part of a
member state would prompt doubts about Europe’s ability to remain
cohesive and question the participation of the particular nation in the
EU’s core. Indeed, the problem of adaptation may also highlight one of
governability. Why is reform so difficult? How can government steer its
agenda?

1.6 The structure of the book

The conceptual framework adopted in this book is outlined in Chap-
ters 2 and 3. Chapter 2 clarifies the relevance of ‘Europeanization’ to
the study of domestic reform, defining its usage and elaborating its
logic. Chapter 3 then contrasts this with other conceptual frameworks
focussing on domestic regimes — notably, ‘varieties of capitalism’ - that
posit the resilience and path-dependence of the domestic system in
the face of external pressures. Thus, the two sets of framework facilitate
a study of the significance and limits of ‘Europeanization’: the case
studies become an evaluation of the relevance of each theoretical per-
spective. The combination, more generally, helps in the understanding
of the impact of the EU on its member states, clarifying the conditions
facilitating or blocking domestic adaptation to ‘Europe’. Ultimately,
the frameworks of ‘Europeanization’ and ‘varieties of capitalism’ are
seen as expanding the perspective of each other in a manner that is
complementary.

The main empirical analysis of the book is to be found in Chapters 4,
5, and 6. They examine, in turn, the impact of the EU on the domestic
reform process in Greece in three key sectors. Chapter 4 focuses on the
extent to which EU pressures — the entry criteria for the single currency,
the Lisbon Programme on the reform of the social model, and the OMC
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inspiration for shared learning - have shaped the domestic reform
process on pension reform. Chapter 5 similarly examines EU stimuli for
the reform of the labour market. The external stimulus from the EU
existed: Greece was intent on securing ‘euro’ entry, albeit a little late;
the constraint of the Stability and Growth Pact was felt on fiscal policy;
and the Lisbon Programme had referred to an active employment pol-
icy and flexible working patterns. Chapter 6 refers to the single market
and Lisbon stress on liberalization, on the one hand, and the EU’s pro-
hibition of state aids, (under its ‘Competition Policy’) on the other, as a
basis for the EU stimulating a domestic process of privatization. The
case selected here is that of Olympic Airways, a loss-making national
carrier that successive Greek governments have endeavoured to restruc-
ture or sell off. The Commission was directly involved in the reform
process by virtue of its monitoring of state aids, but it has also signalled
its preferred solution of privatization on repeated occasions.

The three case studies thus cover a broad range of sectors. They con-
stitute a test of the EU’s ability to stimulate reform of the social model,
of the labour regime, and of problematic state enterprises. They are the
key aspects of the Lisbon Programme of creating a growing and adapt-
able economy across the Union. As such, they provide a test of the lim-
its of Europeanization. The test is made increasingly relevant by the
process of EU enlargement that has made the Union more heteroge-
neous in condition. The task of EU policy coordination is being made
more challenging at the same time that questions arise as to its effec-
tiveness in the older member states. Chapter 7 — the Conclusion — will
return to this theme insofar as it reflects the overall concern of the book
with the ‘reach’ of Furopeanization: the nexus between EU develop-
ments and domestic political forces.
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