
 

The Second International Confe-

rence in Political Economy co-

organised by the International Ini-

tiative for Promoting Political Eco-

nomy (IIPPE), the Turkish Social 

Sciences Association (TSSA) and 

Istanbul University was a huge suc-
cess. With only nine months from 

our previous conference in Crete 

to prepare, it still managed to at-

tract a large number of partici-

pants with about 170 papers pre-

sented (30 more than in Crete last 

September), showing that IIPPE is 

becoming more and more esta-

blished and more visible as a ma-

jor forum for political economy. 

100 of these papers have been 

uploaded on our website. There 

were representatives from more 

than 30 countries, mostly from 

Europe but also from the USA, 

Canada, Mexico, Brazil, Argentina, 

Iran, Taiwan, Bangkok, Tunisia, 

South Africa etc. The conference 

was very well organized in all res-

pects, with local organisers having 

done a splendid job. You can find 

information on the conference 

proceedings at www.iippe.org. 

 

Please see the ISTANBUL CONFE-

RENCE MEMBERSHIP MEETING MINU-

TES on page 10.   
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The Political Economy of Development:  

The World Bank, Neoliberalism and  

Development Research  

edited by Kate Bayliss, Ben Fine and Elisa Van Waeyenberge  

Pluto Press, ISBN:  9780745331041 

Since the mid-1990s, the World Bank has 

increasingly seen itself not just as a financial 

institution but also as a ôknowledge bankõ 

drawing on its extensive experience in inter-

national development.   However, knowledge 

is not value-neutral and there is a need for 

scrutiny of the ôknowledgeõ that is emerging 

from the Bank.  This second book in the 

IIPPE series presents an extensive critical 

assessment of World Bank research, with 

contributions from experts on aid, social 

capital, privatisation, HIV/AIDS, agriculture, 

financial sector liberalisation, violence and 

conflict and China. 

Initially inspired by a 2006 World Bank-

commissioned evaluation of its own re-

search, the material gathered in this book 

seeks to go beyond a simple topic-based 

assessment, to situate the self-styled 

òknowledge bankó in the 

context of the multi-

faceted objectives of the 

Bank (lender, policy-

maker, knowledge reposi-

tory) as well as in wider 

developmental discourse. 

The shifting tensions be-

tween scholarship, advoca-

cy and policy in practice 

are highlighted. Each chap-

ter sets out the Bankõs 

position, reviewing the 

empirical evidence and 

theory that putatively un-

derpins its policies, expos-

ing limitations and offering 

alternative approaches. 

Despite the diversity of 

topics, some common 

themes have emerged.  

First, the relevance of the neo-liberal frame-

work, itself carefully interpreted, is ques-

tioned throughout, and the authors system-

atically demonstrate its failings across the set 

of topics.  Bank research proceeds as if with-

out hidden agendas, history, power or poli-

tics and neglects its own imperatives as a 

lending bank. The chapters demonstrate the 

extension of methodological individualism 

beyond the limits of credibility. For example, 

the Bankõs analysis of war and violence as-

sumes rational individualism where grievanc-

es are topped up by a level of individual 

greed to achieve an equilibrium level of con-

flict. Anthropological and historical inputs 

are set aside. Similarly in the Bankõs analysis 

of HIV/AIDS, individuals are assumed to 

optimise their level of exposure to the virus, 

suggesting that sexual interactions are the 

result of freely-informed decisions and ig-

noring for example gender-based norms 

that might pressure women to engage in 

risky activities. 

Second, economics dominates other disci-

plines.  For example, in 

research into HIV/AIDS, 

the work of non-

economists ð epidemiolo-

gists, political economists, 

gender specialists ð is ig-

nored so that there is no 

discussion of the im-

portance of class-based 

social norms, geographical 

mobility and access to 

health care. There is a ten-

dency to oversimplify. Is-

sues of complexity that 

lead to findings that are 

difficult to operationalise 

(as with research into con-

flict, or the awkward de-

velopmental success of 

China) are left to one side. 

Simplistic assumptions ob-

scure complex power rela-

tions. In case of agriculture, the Bankõs ana-

lytical framework is based on an assumption 

of peasant rationality but there is no distinc-

tion between rich peasants, capitalist farm-
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ers and commercially-oriented smallholders. In 

reality, unequal conflictual relations are pervasive 

amongst farmers, traders and participants in glob-

al value chains, and are intrinsic to structured of 

relations of production and surplus extraction in 

global capitalism. An approach based on structural 

parameters such as class and power relations has 

compelling relevance.  

Third, the chapters in this book show time and 

again that Bank research relies on large empirical 

studies with sophisticated statistical methods 

which give the illusion of science and certainty 

when the underlying data and theory are often 

not robust. Typically findings are quantified to 

appear as incontrovertible evidence. The chapters 

cite a number of such studies where questionable 

data and methods are processed through econo-

metric manipulation to reach an apparently pre-

cise association which is presented as having uni-

versal application. For example, shortly after civil 

war the typical country faces a 44 percent risk 

that it will return to conflict within five years; a 

$2,000 increase in per capita income is associated 

with a reduction of about 4 percent in the HIV 

prevalence; and water privatisation is associated 

with a 54 percent increase in residential connec-

tions per worker. All of these postures are made 

without reference to the specifics of the context 

in which they are situated.  

Finally, the chapters show that the Bank is wed-

ded to pro-market (ie private capital) policies to 

the exclusion of all alternatives. A pre-occupation 

with market-oriented frameworks in agriculture 

has led to the glossing over of inherent contradic-

tions and tensions. In water privatisation even 

contrary evidence is taken to demonstrate the 

apparent success of the market.  The Bankõs re-

sponse to the recent financial crisis also further 

reinforces this policy position, not least with the 

establishment of a special fund to support private 

sector investments in infrastructure in developing 

countries.  This far-reaching and unfailing support 

for private sector interests is facilitated by a per-

sistent adherence to a research and policy frame-

work which is devoid of context or attention to 

specificities. 

The book demonstrates that shifts in Bank per-

spectives over the years have been more cosmet-

ic than fundamental. This was the case with the 

transition from the Washington to the Post-

Washington Consensus which called for greater 

emphasis on the role of the state ð but this was 

mainly to intervene to serve the private sector 

on a widening scope.  The recent crises in 

agriculture and finance have prompted a fur-

ther reassessment of both policy and re-

search. The Bankõs Chief Economist, Justin Lin, 

has proposed a new paradigm for develop-

ment, based on economic ôstructureõ where 

the role of governments is to promote a 

countryõs ôlatentõ comparative advantage. In 

common with the PWC this superficially 

draws attention, if only minimally, to role the 

state. However, also in common with the 

PWC, the new perspective is little changed 

from the old. Ultimately what Lin is proposing 

is state support for private capital and mar-

kets, irrespective of global conditions, and 

with marginal attention to national conditions 

through pursuit of prospective comparative 

advantage. 

The book is by no means exhaustive and many 

more topics need to be covered, particularly 

climate change and poverty reduction. How-

ever, the authorsõ aim is to present a frame-

work for promoting an alternative perspective 

to development research. They highlight the 

need to unpick the logic and evidence underly-

ing orthodox models at a time when ð in light 

of the increasing propensity to crises as re-

cently witnessed in finance and agriculture - 

there is a need for greater vigilance of the 

establishment and crying need for alternatives. 

Kate Bayliss 
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My comment of the current situation in Greece 

begins with the recent general strikes of the 15th 

June (lasting 24 hours) and of 28th-29th June (48 

hours). It became apparent that agents of the sys-

tem, namely the police, media, facist organizations, 

and even the leadership of the General Confede-

ration of Workers in Greece (GSEE) and Civil 

Servantsõ Confederation (ADEDY), are systemati-

cally trying to engender opposition of the people 

on the square, the so called òindignadosó or 

òaganaktismenoió - which translates to the indig-

nant ð against the organized, class oriented move-

ment in general and the All Workers Militant 

Front (PAME) in particular. The media are big sup-

porters of aganaktismenoi, as long as they remain 

individualistic, unorganized and stay away from the 

unions. Moreover, the demonstration of aganaktis-

menoi will be peaceful only in the absence of a 

strike and, in general, only when the demands of 

the demonstrators leave intact the essence of the 

capitalist system: the wage relations and private 

property of the means of production. 

Despite the ideological assault by the media, mem-

bers of parliarment and high level civil servants, 

including many academics, and police terrorism, 

workers have proven that they have the experien-

ce to confront provocative actions and safeguard 

their forms of resistance whether it be in a strike 

or other demonstration. The law is of no relevan-

ce here and the maritime workers proved this 

when they went on strike (28-29/6 and 30/6) des-

pite being under conscription and the opposition 

of their trade union against the action. By contrast, 

gatherings of heteroclitic forces such as the aga-

naktismenoi are subject to brutal attacks from the 

police and it is by accident that we didnõt mourn 

the death of demonstators on the 29th June or in 

previous occasions. 

Further, the 24hour strike of the 15th June revea-

led the complications of the Greek political scene 

and its inherent weaknesses. Since the vote of the 

Memorandum last year, there have been many 

attempts to restructure the political scene so that 

dissapointed voters of the two main parties could 

be manipulated such that they would pose no cre-

dible threat to the system. There have been a han-

dful of new parties or political formations coming 

from PASOK (the governing Panhellenic Socialist 

Movement), ND (the conservative New Demo-

cracy party) and SYN/Syriza (the coalition of the 

left). While the success of these new parties in 

seizing the radicalization of people should not be 

underestimated, they seem incapable of providing 

a political solution. Shifting with astonishing ease 

between opposing positions these ònewó parties 

are not a force for fundamental change, they are 

but accessories of the system. 

PASOK and ND also find themselves in grave 

trouble. PASOK is trying to pass as many austerity 

measures as it can, withdrawing workersõ rights 

and squeezing the vast greek middle class in favour 

of big, local and foreign, capitalists. PASOK knows 

that its days are numbered. ND is under pressure 

to co-sign the austerity measures and commit hara

-kiri. By doing so, KKE (The Communist Party of 

Greece) would be left as the only opposition to 

the government. The leader of ND, Antonis Sama-

ras, tried numerous times to explain this to his 

European counterparts, with no success. 

Greece appears as the weak link of the European 

Union. Unless the latter wishes to proceed in self-

destruction, Greece will continue receiving money 

for some time to come. But, this is not the major 

issue. The problem in Greece is economic as well 

as political, ideological and social. Until now, fear 

and low levels of organization amongst workers 

were averting critical mass mobilization. The level 

of organization is improving gradually ð it has al-

most doubled in the last 5 years. Fear is moving 

away along with all the benefits workers had gai-

ned with their struggle during the last 80 years ð if 

you have nothing to lose it is easier to break your 

chains. 

Comment on the current 

situation in Greece 
 

By George Labrinidis  
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Demonstration on 29th June 2011 

I I P P E  I N  B R I E F  

© IIPPE 2010 



 

P A G E  5  

tax on capital. The rate of corporate tax in Greece is 

just 15%, compared with an average of 27% in the EU. 

Greece has one of the lowest levels of tax revenue to 

GDP ratios in the EU at just 32.6% of GDP compared 

with and average of 37% in the EU. Sixth is the servic-

ing of public debt. The de-

structive role of the public 

debt on public finances is 

evident from the fact that 

tax revenues this year (52.9 

billion Euros) is more than 

enough for the necessary 

social expenditure. But in-

stead of maintaining social 

expenditures this will be 

absorbed into interest repay-

ments and repayment of 

public debt to the tune of 62 

billion. 

As a result of the austerity policy imposed by the IMF 

and the EU the social problem in Greece is worsening. 

Wages in Greece fell by 14% and pensions by 11%. The 

hourly labor cost in Greece in 2010 recorded a record 

drop of 6.5%, while in the EU-27 this increased by 

2%.The official unemployment rate in February 2011 

amounted to 15.9%, an increase of 30.1% on the previ-

ous year. Causalisation of labour has accelerated with 

the replacement of full-time permanent contracts with 

flexible contracts. Those employed under flexible con-

ditions has increased by 55% since 2009. 

All these measures were not only ineffective but also 

uneven in the distribution of benefits and losses with a 

clear class-bias evident as the crisis deepens. We have 

witnessed an increase in public debt of 127% in 2009. 

Since the memorandum of 2010, notable gains were 

recorded by foreign banks that had the highest expo-

sure in Greek bonds. The level of foreign bank debt in 

Greece at the beginning of the crisis stood at around 

150 billion Euros. This has since plummeted to 50 bil-

lion Euros. Similarly, European bank debt now stands at 

40 billion Euros compared with 115 billion Euros at the 

onset of the crisis. German and French banks, which 

had the greatest exposure to the Greek debt, saw their 

debts decrease from 30 to 8 and 45 to 12 billion Euros 

respectively. As a result of this economic policy, the 

main creditors of Greece will not risk more than a pos-

sible cessation of payments that was initiated by the 

debtors. In this way, the IMF confirmed its role as ne-

gotiator and organizer of a creditorõs cartel. 

The only thing that the measures achieve is a change in 

the ownership of the debt, where the national debt of 

Greece is transferred from European bank accounts to 

labour class. The claim that fiscal austerity during a re-

cession is òeconomically correctó, in reality is 

òeconomically incorrectó and is designed to avoid pub-

lic criticism. 

Two banners to propagate the strike, on the 27th, one 

day before the general 48h strike  

In May 2010 the government of Greece agreed on a set 

of economic austerity measures with the IMF-EU. These 

measures were aimed at solving the financial problems in 

Greece have been defined by a combination of high debt 

and fiscal deficit. Greece's government debt to GDP ra-

tio was 127% and 143% in 2009 and 2010 respectively, 

compared with the mean of 79% and 85% for the 17 

countries of the Eurozone, and 74% and 80% for the 27 

countries of the EU. The budget deficit in Greece was 

15% and 11% of GDP in 2009 and 2010 respectively, 

compared with a mean of 7% and 6% across the EU.  

The action mechanism of EU-IMF in Greece was acceler-

ated by rising interest rates, which made it prohibitively 

expensive to fund borrowing in the Greek Republic. The 

situation was exacerbated by the continuing degradation 

in the ratings of the Greek economy by the credit rating 

agencies.  

It is necessary to examine the actual causes of the budg-

et crisis in order to evaluate the ôrealõ goals of the aus-

terity programmes. Six related factors can be identified 

to explain the current crisis in Greece. First, as a meas-

ure to tackle depression, banks have absorbed a total of 

108 billion (85 billion in guarantees and 23 billion in cash 

or equivalent bonds). Second is what I refer to as the 

addiction of Greek capital to direct subsidies manifested 

in the rescue of problematic firms in the 1980s and the 

Olympic Games in 2004. Third, privatization has meant a 

reduction of government revenues. The most popular 

but not unique example is the case of OTE Telecommu-

nications, which was sold to the German Deutsche Tele-

com for the equivalent amount of public revenue for a 

year. Fourth is the disproportionately high state expendi-

ture on defense. Greece spends 3.3% of GDP on defense 

compared with the EU average of 1.6%. Fifth is the low 

Nominal and Real Aims of 

Austerity Programmes  
 

By Petros C. Kosmas &  Leonidas Vatikiotis  

For more pictures from  

aganaktismenoi and the police: 

 http://athens.indymedia.org/  
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