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REECE’Seconomy willre-
Gmain ontheropesforsome
time to come, despite the
serious reform measures recent-
ly launched. All along, there has
beenalotof discussionworldwide
about whether European govern-
ments, particularly Germany’s,
should have been more forthcom-
inginofferingabailoutto Greece.
Whatever the ultimate out-
come is on the European level of
the plans to support Greece, one
thingiscertainlyclear—Greeceis
going to have to administer itself
some bitter medicine in the form
of economic austerity measures.
Fortunatelyfor Greece, thismedi-
cinemaygodownabiteasierthan
itmight have just afew years ago.
To see why, just imagine the
fiercenessof thedemonstrations
in Athens if these austerity mea-

A German lesson for Greece

When Germany was forced to cut social spending in the 1990s, it was led by a Social Democrat—as is Greece today

sureshadbeenlaunchedbyacon-
servative government, such as
theoneled by KostasKaramanlis
from2004until thefall of 2009.

Faced with a conservative
prime minister, Greek unions
could reasonably be expected to
havegonetrulyapoplectic—if for
no other reason than pure politi-
cal logic. Representing opposing
ends of the political spectrum,
theunionswouldhavehadtofight
the conservative government
toothandnail,simplybecausethe
eternal game of jockeyingfor do-
mestic political advantage would
havedemandednoless.

It is, therefore, fortuitous that
the person responsible for admin-
istering Greece’s fiscal medicine
is Andreas Papandreou, the man
who succeeded Mr Karamanlis as
Greek prime minister last Octo-
ber. As a leader of PASOK, the
Greek socialist party, Mr Papan-
dreou at first seems an unlikely
candidatetocleanupthecountry’s
finances and structural rigidities
—and to position his country on
the right track for the long term.
And yet, that is precisely the
coursehehasembarkedupon.

Faced with a prime minister
who is considered part of their
own political camp being the one

forced to administer the painful
medicine, Greek unions, in all
likelihood, are presented with a
different choice. While they
need to go through the rites
of protesting, they ultimately
realise that, with Papandreou in
office, they cannot portray this
as a battle according to the
preferred good boy/bad boy
script—in other words, as a case
of the upper class (or business
elite) unilaterally showering
painontheworkingclass.

Itisprecisely at this veryjunc-
tionwherethepathof Germany’s
and Greece’s recent economic
and political histories are so
closelylinked.

Like Greece today, Germany
back in the late 1990s faced a big
challenge to address the high lev-
els of social spending. The coun-
try’s growth prospects seemed to
darken. Whatwascalledforunder
the circumstances was a reduc-
tioninthelevelsof social benefits.

For an internationally suc-
cessful economy and a society
that thought it had earned these
benefit levels as a reflection of
past success, making such an ad-
justment was— and, to this day,
is—excruciatinglypainful.

As coincidence would have it,

just as is the case with Greece to-
day,GermanywasthenledbyaSo-
cialDemocrat. Gerhard Schroder
served as Germany’s chancellor
from1998until2005. Anditwashe
who launched a comprehensive
package of reforms, dubbed
‘Agenda 2010°, involving far-
reaching labour market reforms,
including reductions in unem-
ployment, pension and health in-
surancebenefitlevels.
Thatpackageof measuresrep-
resented a significant departure
from past bipartisan practices
and came as quite a surprise to
many, especially considering
that chancellor Schréder until
then had been viewed by many
ratherasahappy-go-lucky politi-
cian unconcerned about con-
fronting potentially troubling
economicrealitiesinearnest.
Oncehelettheproverbial catof
toughadjustmentmeasuresoutof
the bag, though, the political die
was cast. His own Social Democ-
rats, as well as the country’s pow-
erful unions—after some
hesitation and protests (includ-
ingthefoundingof aLeftistsplin-
ter party)—ultimately came
aroundtosupportingthisagenda.
Theyfeltthat,inlightof chang-
ingglobaleconomicrealities, this
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tightening of the belt was clearly
undesirable, but just as unavoid-
able. And they were prepared to
pay the ultimate price, under-
standing very well that initiating
this transformation programme
might mean that the government
would not get re-elected (which,
in the end, was indeed the case).

Admittedly, the odds in
Greece’s casearemuch longer, as

Greece’s austerity measures
needtogomuchfurtherthanGer-
many’s. But we should at least
takenoteof thekeypoliticaloper-
ating principle uniting Greece
and Germany.

Many political observers be-
lieve that the passage of Ger-
many’sreformpackagerestedon
the fact that a left-of-centre gov-
ernment launched the reform

package—just as is the case in
Greecetoday.

Even conservative politicians
in Germany have acknowledged
that it was a fortuitous turn of
events that a Social Democrat
was in office to launch those sig-
nificantstructuralreforms. That
coincidence took out the real po-
litical sting, one that a conserva-
tive government would have had
amuch harder time to overcome.

The world over, left-of-centre
governments are traditionally
viewed as being the ones to look
afterthe interests of the working
class. Of course, that factor by it-
self is no guarantee that the re-
forms will succeed. But it does
provideatruesense of empower-
ment, in the sense that—in the
German experience of the late
1990s and the Greek case in
2010—it is ‘the people’ (or at least
the political party viewed as be-
ing most closely associated with
representing them) who are act-
ing to secure their own political,
economic and financial viability
forthelongterm.
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