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Abstract. From the onset of the crisis, employment policy has been the main policy tool for

managing rampant unemployment. This was produced by the recessionary impact of the global

financial crisis on the Greek economy and the vicious cycle of austerity and recession, which

has been nurtured since 2010 by fiscal consolidation and internal devaluation policies pre-

scribed by the two Economic Adjustment Programs imposed by the troika as a condition of its

financial assistance to Greece. We argue that unemployment resulting from a deep and prolonged

recession and the credit crunch experienced by firms cannot be treated with active labor market

policies (ALMPs), which are classic tools for combating structural unemployment. Labor supply

policies (training, apprenticeships) provide income support for the unemployed and substitute

cheaper labor for regular recruitment. ALMPs targeting demand for labor in the private sector

by lowering employer social contributions either contribute to maintaining jobs or affect the

composition of hires in subsidized firms: they do not increase overall employment. This situa-

tion challenges the European Employment Strategy in its capacity to provide the appropriate

policy directions for combating exploding unemployment in Greece and the European South,

as long as it remains focused on tackling structural unemployment, and as long as EU economic

policy remains committed to the doctrine of austerity and structural adjustment. At the same

time, depression-level unemployment in Greece calls for an immediate change in the direction

of macroeconomic and development policy to initiate growth and the reconstruction of the

economy, as a prerequisite for breaking the austerity-recession spiral, exiting the debt trap,

and reversing the trend in unemployment. In such context, employment policy would find the

complementary role it deserves in tackling unemployment by aiming at the gradual reduction

of long-term unemployment and adjustment of the workforce to the knowledge and skills

requirements of the new development model.


