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Austerity measures in Greece undermine human rights

Geneva, 25 Mar (Kanaga Raja) -- Stringent policy measures being implemented by Greece as part of an economic adjustment programme since May 2010 "have pushed the economy into recession and generally undermined the enjoyment of human rights, particularly economic, social and cultural rights" in the country, a United Nations Independent Expert has said.

 

The expert, Mr Cephas Lumina (who is from Zambia), has reached this conclusion in his report to the Human Rights Council, based on his visit to Greece from 22-27 April 2013.

 

The report of Mr. Lumina, the United Nations Independent Expert on the effects of foreign debt and other related international financial obligations of States on the full enjoyment of all human rights, was presented at the Council's regular twenty-fifth session, taking place here from 3-28 March.

 

Summarising his report, the rights expert noted that the Government of Greece has been implementing an economic adjustment programme as a condition for securing a total financing package of 240 billion euros from the International Monetary Fund (IMF), the European Commission and the European Central Bank.

 

The programme consists of stringent policy measures that entail deep public spending cuts, public sector job cuts, tax increases, the privatisation of public enterprises and structural reforms (including labour market reforms), which are ostensibly aimed at reducing the country's fiscal deficit and debt to a "sustainable" level.

 

Nevertheless, said Mr Lumina, the measures have pushed the economy into recession and generally undermined the enjoyment of human rights, particularly economic, social and cultural rights, in Greece.

 

"Significantly, the public spending cuts and labour market reforms have resulted in increased unemployment (in particular among young people), homelessness, poverty and social exclusion (with approximately 11 per cent of the population living in extreme poverty), and severely reduced access to public services, such as health care and education."

 

In his report, the Independent Expert noted that a large proportion of bailout loans "has been used to pay off the banks that lent money recklessly to Greece, while increasing the country's debt. Regrettably, the role of the State as provider of accessible public services has been subordinated to the increasingly elusive goal of restoring a sustainable public budget."

 

The Independent Expert said that the key purpose of his visit was to assess the impact of the economic adjustment programme adopted by the Government of Greece as a condition for financial assistance from the ‘troika' comprising the European Commission, the European Central Bank and the IMF to address the country's fiscal deficit and debt, on the realisation of human rights, particularly economic, social and cultural rights.

 

He emphasised that it is increasingly accepted that non-State actors, including international financial institutions, have obligations to ensure that their policies and activities respect international human rights standards. This obligation implies a duty to refrain from formulating, adopting, funding, promoting or implementing policies and programmes that directly or indirectly impede the enjoyment of human rights.

 

In Greece, the European Union, the European Central Bank and IMF play an important role in the design and monitoring of the measures under the country's adjustment programme, he noted.

 

"It may therefore be contended that these institutions have a duty to respect the human rights of that country's population by ensuring that the programme does not undermine the capacity of the Government to establish and maintain the conditions for the realisation of human rights, including by assuring equitable access to basic public services."

 

Providing some background to the economic adjustment programme, Mr Lumina said that in the mid-1990s, the economy of Greece started to boom as the Government borrowed large amounts from European banks to finance its imports, including military equipment, from countries such as Germany. This process intensified with the adoption of the euro in 2001. The Government also borrowed extensively to fund the 2004 Olympics Games.

 

The Government used its enhanced access to cheap credit (as a member State of the European Monetary Union, or euro zone) to fund public spending and offset the country's low tax revenues. It also borrowed to pay for imports that were not offset by tariffs or exports.

 

As a result, and despite annual gross domestic product (GDP) growth averaging 4.5 per cent in the period from 2000 to 2007, revenue declined substantially while the budget and trade deficits increased.

 

Noting that widespread corruption, weak tax administration and tax evasion also put a strain on public finances, the Independent Expert said that to keep within the euro zone guidelines, previous Governments had, for many years and with the help of foreign banks, also misreported the national economic statistics, as did a number of other European Governments.

 

"In early 2010, it emerged that, with the help of Goldman Sachs, JP Morgan Chase and other banks, specific derivatives were developed so that the actual level of debt and deficits could be hidden and Greece could gain entry into the euro zone," he said.

 

In May 2010, Greece agreed a 110 billion euro loan at market-based interest rates with the European Commission, the European Central Bank and IMF. The loan was conditional on Greece implementing an economic adjustment programme entailing 30 billion euros of fiscal cuts over the period 2010-2014.

 

The loan was to be disbursed in several instalments from May 2010 until June 2013. Owing to the worsening recession, however, in October 2011, the State's European partners agreed to provide it with a second bailout loan of 130 billion euros.

 

This was conditional not only on the implementation of another austerity package (together with the privatisation and structural reforms outlined in the initial programme), but also a restructuring of all Greek public debt held by private creditors (approximately 58 per cent of total public debt) so as to reduce the overall public debt burden by about 110 billion euros.

 

Under this debt restructuring (known as "Private Sector Initiative", or PSI+), creditors were asked to accept lower interest rates and a 53.5 per cent face value loss.

 

According to the Independent Expert's report, under the adjustment programme, the Government committed to implement rigorous austerity measures to bring the deficit down to 3 per cent of GDP by 2014.

 

In addition to increases in value-added-tax rates, the measures included reducing public sector jobs by 150,000 through 2015, a recruitment freeze in the public sector, reduction of public sector wages, raising the retirement age, cuts in social benefits amounting to 1.5 per cent of GDP (elimination of pension bonuses, a nominal pension freeze and the introduction of means testing for unemployment benefits), eliminating bonuses and allowances, and cutting investment spending.

 

According to the Independent Expert, the Government has committed to further spending cuts over the fiscal period 2013/14.

 

A key component of the adjustment programme is the sale of State-owned enterprises and assets in order to contribute to the reduction of the public debt, he said.

 

It was initially assumed that 50 billion euros would be generated through the privatisation process by the end of 2015.

 

The privatisation programme has not, however, been as successful as anticipated, said the report. For example, revenues generated by the end of 2012 amounted only to 1.6 billion euros, and proceeds in 2013 were "below expectations". The target has therefore been reduced to 24.2 billion euros by 2020.

 

The Independent Expert said he is concerned that several of the enterprises targeted for privatisation provide essential public services, such as water and sanitation, transportation and energy, and that there is a likelihood of a significant increase in user fees for the services offered by these entities after privatisation, with a potential negative impact on the enjoyment of basic rights.

 

According to the Independent Expert's report, the adjustment programme includes several "structural reforms" aimed at boosting competitiveness and enabling Greece to emerge from the crisis quickly, amongst which is ensuring greater labour market "flexibility" to reduce labour entry and exit costs.

 

Since 2010, said Mr Lumina, a series of labour market reforms (laws 4019/2011, 3996/2011, 3986/2011, 4024/2011 and 4052/2012) have been implemented with the professed aim of increasing the competitiveness of the economy and boosting growth prospects.

 

Specific measures include labour cost reduction and encouraging employment through the repeal of allowances and benefits; reduction of the time of notification of dismissals; making collective bargaining "more flexible", including by waiving the so-called "principle of favourability" in collective bargaining, and firm-level agreements taking precedence over any other favourable collective (sectoral or professional) agreement; introducing flexible forms of employment by extending the maximum duration of successive fixed-term contracts from two to three years; and reduction of the monthly minimum wage in the private sector by 22 per cent for workers over 25 years and by 32 per cent for those under 25.

 

"The above-mentioned measures may well violate the standards set out in the treaties to which Greece is a party; for example, the European Committee of Social Rights of the Council of Europe has held that the reduced minimum wage for employee under 25 years violates the right to a fair remuneration in article 4 (1) of the European Social Charter, as it provides a minimum wage below the poverty level," asserted Mr Lumina.

 

He also noted that the economic and social costs of the adjustment programme have been substantial. The measures implemented as part of adjustment, in particular the job cuts, and cuts to wages and pensions, have had the overall effect of compromising the living standards of the population and the enjoyment of human rights.

 

In this context, the Independent Expert highlighted the impact of the adjustment programme on the rights to work, social security, health, education and adequate housing, as well as its contribution to poverty and social exclusion.

 

He said that one of the most profound consequences of the adjustment programme has been the exponential rise in unemployment. Under the programme, the Government committed to cut 150,000 public sector jobs (about 22 per cent of public employment) by 2015.

 

He added that some 80,000 to 120,000 public sector workers had already lost their jobs at the time of his visit. As a result, unemployment grew from 7.3 per cent in June 2008 to 27.9 per cent in June 2013, the highest in the European Union.

 

There are now around 1.4 million unemployed people in Greece (population of 10.8 million, according to the 2011 census). About 778,000 persons lost their jobs during the period 2010-2013 alone.

 

Further lay-offs in the public sector are planned, he further said, adding that youth unemployment reached an unprecedented rate of 64.9 per cent in May 2013 (compared with an average of 24.4 in the euro zone).

 

"In addition, the labour market reforms under the adjustment programme have undermined the realisation of the right to work. Together with successive wage cuts and tax hikes, the reforms have failed to achieve the stated goal of promoting secure growth and employment. Conversely, they have resulted in massive lay-offs, a deterioration in labour standards, increased job insecurity and widespread precariousness, with over-flexible low-paid jobs, where women and young people are predominant."

 

The Independent Expert stressed: "It may be contended that this situation is at odds with the obligation of the State under article 22(1) of the Constitution to protect the right to work and to create conditions of employment for all citizens."

 

He also noted that significant spending cuts under the adjustment programme have affected a range of benefits, including unemployment benefits, pensions and family benefits.

 

To compound the problem, there are significant delays in issuing pension decisions, paying pensions and benefits and interpretative problems in the implementation of new pension legislation.

 

Owing to the rise in long-term unemployment, only a fraction of all registered unemployed persons receive benefits (27 per cent as at February 2013). Moreover, unemployment benefits expire after 12 months, resulting in the loss of public health insurance cover.

 

The Independent Expert noted that a modified assistance scheme to be introduced as of 1 January 2014 will expand unemployment support to all long-term unemployed persons below retirement age. Those with a family income below 10,000 euros will be entitled to monthly assistance of 200 euros per month.

 

Nevertheless, the Independent Expert said that he is of the view that this may be insufficient to protect the individuals concerned and their dependants from falling into poverty.

 

The Independent Expert said he shares the view of the European Committee of Social Rights that the "cumulative effect" of the various laws introduced as "austerity measures" in Greece since May 2010, restricting and reducing both public and private pension benefits, constituted a violation of the right to social security enshrined in article 12(3) of the European Social Charter.

 

A combination of cuts to health-care spending to below 6 per cent of GDP (approximately 12.4 billion euros in 2012) from around 10 per cent in recent years, job cuts in the public health sector, increased fees and co-payments, the closure/merger of hospitals and health-care facilities, the reduction in the number of hospital beds and an increasing number of people losing public health insurance (mainly due to long-term unemployment) has undermined the availability of and access to quality health care, particularly for the poorest.

 

Since 2010, Greece has reduced health-care spending significantly, to levels below the average in the European Union.

 

Public health expenditure fell from 7.1 per cent of GDP in 2010 to 5.8 per cent in

2012, and was projected to drop to 5.3 per cent in 2013, well below the 6.3 per cent average for European Union member States. Overall, the health budget has been cut by about 40 per cent.

 

"The austerity policies are also creating ancillary problems with serious health implications; for example, cuts to public health spending have meant that diseases thought to have long been eradicated in the country, such as malaria, have resurfaced owing to the discontinuation of anti-mosquito spraying programmes," said Mr Lumina.

 

There has also been a rise in mental health problems. Suicides have risen by 37 per cent since the onset of the debt crisis (from 677 in 2009 to 927 in 2011). According to some studies, the rise in suicides and suicide attempts can, to a large extent, be attributed to the financial and social strain imposed on individuals by the economic crisis.

 

While acknowledging the need for reform of the Greek health-care system, the Independent Expert nevertheless considers that "the massive cuts to public funding to the health sector and the introduction of user fees, which have resulted in a large section of the population being unable to enjoy the minimum essential levels of the right to the highest attainable standard of health, as enshrined in article 12 of the International Covenant on Economic, Social and Cultural Rights, constitute retrogressive measures."

 

According to the report, annual public spending on education was cut from 7.23 billion euros in 2009 to 5.84 billion euros in 2013, a reduction of 30 per cent.

 

The education budget has been reduced by cutting government spending on human resources, as well through drastic cuts in daily operational and maintenance costs for schools and costs for purchasing educational material. These expenditures were reduced by 24 per cent in 2011 and by a further 19 per cent in 2012.

 

As a result of the recession and the adjustment programme, said Mr Lumina, there has been an increase in homelessness since 2009, estimated at 25 per cent. Non-governmental organisations estimate that at least 20,000 people are now homeless.

 

Many of the "neo-homeless" are relatively well-educated who have found themselves in this situation owing to the financial difficulties occasioned by loss of employment and benefits.

 

In 2009, the Independent Expert noted, the Government took measures to protect low- and middle-income homeowners unable to service their mortgages from bank foreclosures. To this end, the Government imposed a ban on banks from repossessing primary residences worth up to 200,000 euros.

 

The Independent Expert said he understands, however, that the State's international lenders have pressed the Government to end the ban.

 

He called upon these lenders to avoid prescribing policy actions that may undermine Greece's international human rights obligations, including the right to adequate housing.

 

Among his recommendations, the Independent Expert called upon the country's international lenders to avoid providing financial assistance (to Greece) with intrusive and onerous policy conditions that may undermine the country's growth prospects and the realisation of all human rights, and to support the undertaking by the Government of Greece to conduct an independent, transparent and participatory audit of the State's public debt.

 

Referring particularly to the IMF, the Independent Expert called on it to ensure that debt sustainability assessments take into consideration the other demands on the Government's available resources, particularly those required for social investment and establishment of the conditions for the full realisation of all human rights, particularly economic, social and cultural rights.

 

He further called on the country's international lenders to consider preparing a new adjustment programme for Greece with better conditions that will allow it to address its deficit and debt problems without undermining the enjoyment of human rights.

 

The Independent Expert recommended that the Government of Greece, amongst others, implement its international financial obligations, including those under the adjustment programme, without resorting to further public spending cuts and other austerity measures that may undermine the realisation of economic, social and cultural rights in the country.

 

He further called on it to "conduct an independent, transparent and participatory audit of its debt in order to determine its origins and to identify and to hold to account those found responsible for the debt." 
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