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Abstract

The widespread belief that globalization would lead to the gradual conver-
gence of advanced capitalist economies was challenged by the emergence of
the Comparative Capitalism (CC) literature. Arguably the most influential ap-
proach within CC is the Varieties of Capitalism (VoC) model which argues that
differences among advanced capitalist economies not only do not fade away but
may be amplified due to the disparate comparative institutional advantages that
various socioeconomic models may hold. VoC, nonetheless, was soon criticized
-among others- for its binary ontological framework and heuristic shortcomings
by the second generation CC. Contemporary writings within the third genera-
tion CC suggest a radical break from VoC as the focus should be, it is argued, on
the demand, rather than the supply, side of the economy. This article posits that
while the third generation CC has shifted attention to other institutional and
policy fields, emphasizing essentially macroeconomic issues vis-a-vis economic
policy reform, an epistemological rapprochement between the two main strands
of CC could offer a more contextualized understanding of the different proposals
put forward by the member states regarding the on-going Eurozone reform effort.

KEY-WORDS: Comparative Capitalism (CC); Varieties of Capitalism (VoC);
Growth Models; Eurozone Reform.

Ano ta Movteda Kamvraditopou ota Evponatka Movteda
Avanvtulne: IIpog pua xprtikn ouvleon

Anpntpa Toiykou, Ymorpopoc Bonbog epsvvytpia, Epevvnuikny Ebdpa I6ptuarog
A.T. Agfévrn, EAAnviro Topvua Evponaixng kat Eéotepirkng IloMtikrng (EAIAMEII)

IlepiAnyn

Hsupémg Sradedopévn memoibnon 6T 1 maykooponoinon Ha odnyovoe oty otadi-
OKI) OUYKALOI] TOV AVEIITUYHEVOV KAILTAALOTIKGOV OLKOVOUL®V apgioBntnfnke
pe v avadeldn g BuBAroypagiag tou Xuykprtikou KamtaAiopou. Avap@iBola, n
Bewpla tov Movtedov KamrtaAiopol amotedel tny Mo onpavTiki) IpooeyyLon 0To
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MAaio10 Tou Luykprtikou KamrtaAiopou. Xupgeva pe tnyv ev Aoyen Ozwopia, ol droleg
Sra@opeg mapatnEouvTal Hetadl TOV IPONYHEVEOV KAILTAALOTIKOV OLKOVOULWY, OXU
povo dev amaAeigovtar, aAAd, avtifeteg, eviexetal va evioxubouv wg amotéAeopa
TOV S10POPETIKOV OUYKPLTIKWV 20ROV ITALOVERTNIATOV TIOU S1atnpouUv Ta eKA-
0TOTE KOWVOVIKOOLKOVOULKA povteda. Qotooo, og autnv Tt Baon, ouvtopa avadudn-
Ke pia 6evtepn yevid Zuykprtikou KamitaAlopou, i) omoia emekpive ) Oewpia tov
Movtedov Kamtodiopou -petat dAAev- yia to Suadikd ovtodoylko tng miaiolo,
kaBog Kau yia Tig Stagopeg epmelpikeg tng eAdeiwerg. Katd thv mapouoa Xpovikn
eplodo, exel avarrtuxBel pila tpity yevia Zuykprtikou KamvtaAiopou, i omoia Sva-
@opormoteital pLdika amo tn Oenpia twv Movtedov Kamtadiopou, emxevipovovtag
TLg avoAUoelg Tng otnv mAeupd tng {NTnong avti tng mpoogopag. To mapov apbpo
vmootnpidel 0TL, evw 1 TPltn yevid Luykprtikou KarmtaAiopou £xel petatorioet
TNV IIPoooX1) tng oe AAAoug Beopikoug topelg Katl rmedia moAvtikng, Sivovrtag £pgaocn
KUPLOE 02 HMAKPOOLKOVOULKA {ntrpata, 16lwg o 0,TL a@opd T petappubpion tng
OLKOVOULKIG TTOALTIKNG, £Vag EMLOTNIO0AOYIKOG OUYKEPAOHOG petadu tov 6Uo Kupiap-
XOV Ipooeyyloeav tou Luykprtikou KamvtaAiopou Ba pmopovoe va cupBadder otnv
KOAUTEPT KATAVONOI] TOV OLAPOPETIKOV IIPOTACER®V MoU HpowBouv ta Kpdtn-pueAn
AVA@QOPLKA [ TV emKeipevn petappubpion tng Eupwlwvng.

AEEEIZ-KAEIAIA: Yuykprtikog Kamvradiopodg, Movtela KammtaAvopou, Movtée-
Aa avamtuéng, Metappubpion g Evpeldwvng.

1. The VoC approach: a brief description

Post-WWII political economy literature has been largely couched on two major
premises. Firstly, that advanced capitalist economies would gradually con-
verge in terms of their institutional make-up in order to successfully compete one
another in a global economy. Secondly, within this environment, the economic
development models which gave primacy to structural coordination and social
values [such as the ones encountered in continental Europe and South-East Asia]
would eventually wield to deregulating neo-liberal political-economic models (see,
for instance, Eichengreen, 2007; Friedman, 2000; Phelps, 2006; Polanyi, 1944).
The emergence of Comparative Capitalism (CC) scholarship, however, challenged
this idea by suggesting that varying models of capitalism can not only co-exist but
even manifest stark differences. Amidst some earlier and parallel developments
in this subfield of political economy (Jackson and Deeg, 2006: 7-11, 21-30), the
‘varieties of capitalism’ (VoC) approach as formulated by Hall and Soskice (2001)
clearly is widely accepted as the focal point of the first CC generation. Despite
the criticisms that have been eventually raised towards VoC, and more recently
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specifically regarding its potential to explain the Eurozone crisis - as we will see
later in this article - this perspective is still influential primarily because of its
canonical formulation of many core concepts Nolke (2016: 145).

In their VoC approach, Hall and Soskice (2001) not only challenged the ar-
gument that globalization leads to the systemic convergence of advanced capi-
talist economies but suggested that it eventually leads to an amplification of
their differences. This happens, according to the VoC perspective, because differ-
ent socio-economic models hold disparate comparative institutional advantages
(Hancké, 2009: 1). In terms of its meta-theoretical premises, VoC has been influ-
enced on the one hand by the developments in the economics of industrial organ-
ization (Williamson, 1985; Milgrom and Roberts, 1992), and on the other hand,
it has fruitfully synthesized the principles of microeconomics and rational choice
institutionalism. Following an actor-centered approach, VoC tries to assess how
interactions among interest-seeking agents [primarily, industrial firms] shape
the economic and political environment of action (Scharpf, 1997). National po-
litical economies, Hall and Soskice argue, should be compared according to the
ways that industrial firms resolve potential coordination problems along five
areas, as the latter have a direct impact on a country’s economic performance.
More precisely, this fivefold matrix of comparison includes: industrial relations
(as bargaining over wages and conditions eventually influence the rates of un-
employment and/or inflation), vocational training and education (the balance- or
lack of- between firm investment in workforce training and workers’ decision to
invest in their skills affect the competitiveness of the overall economy), corporate
governance (showing how firms’ profitability is contingent on the availability of
funds to finance particular projects), inter-firm relations (reflecting the balance
required between suppliers, clients, and access to technology), and coordination
problems with their own employees (any potential coordination problems which
result in employees being unwilling to advance the objectives of the firm can
have an impact on the economy’s production model) (Hall and Soskice, 2001: 7).

Drawing from this typology, the advocates of VoC models argue that two domi-
nant ideal-types of National Political Economies (NPE) can be discerned; Liberal
Market Economies (LME) and Coordinated Market Economies (CME). In LMEs,
firms coordinate their activities primarily via hierarchies and competitive market
arrangements while in CMEs, firms depend more heavily on non-market relation-
ships to coordinate their endeavors (Hall and Soskice, 2001: 8). These two types
of economies are considered resilient due to the emergence of institutional com-
plementarities that result in different comparative advantages in areas like in-
novation systems, industrial structures, international competitiveness, political
regimes, social policies, and reactions to globalization. In LMESs, the equilibrium
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outcomes of firm behavior are usually given by demand and supply conditions in
competitive markets. On the other hand, the equilibria on which firms coordinate
in CMEs are more often the result of strategic interaction among firms and other
actors (Hall and Soskice, 2001: 8). Being aware, nonetheless, that all economies
cannot fit within the binary distinction, Hall & Soskice also alluded to an interme-
diate type of capitalism, the so-called “Mediterranean.” This hybrid type of capi-
talism (referred to in Hall’'s and Gingerich’s (2004; 2009) work as Mixed Market
Economies) is characterized by frequent state interventionism, a large agrarian
sector, liberal arrangements in the sphere of labor relations but with certain capac-
ities for non-market coordination in the sphere of corporate finance. Italy, Spain,
Greece, Portugal, but France as well constitute some such examples. Regardless,
traditional VoC research assumes that economies that are very close to the CME
and LME ideal types are more successful than hybrid cases (N6lke, 2019: 6).

2. The path towards European Growth Models

D espite VoC’s epistemological breakthrough, its ideal-typical binary distinc-
tion was, among others (Hancké et al., 2007), fiercely criticized for being
reductive, overly functionalist and unable to account for institutional changes
stemming from globalization and neoliberal policies (see, for example, Crouch,
2005; Schmidt, 2002; Thelen, 2014), for the neglection of the role of the state (e.g.
Leibfried and Ziirn, 2005; Schmidt, 2009) and of the of capitalist systems in tran-
sitional Eastern and Central European economies (Bohle and Greskovits, 2012),
as well as for the controversial labelling of ‘mixed market economies’ (MMESs) in
Southern Europe (Molina and Rhodes, 2007).

The second generation of CC (Hancké et al., 2007; Schmidt, 2002; Amable,
2003; Thelen, 2014) attempted to address these deficiencies by shifting focus to
the significance of history and politics in the emergence of capitalist institutions,
and the subsequent role of the state in coordinating unfolding capitalist activi-
ties. Post-VoC literature, which largely rests on the premises of historical and
sociological institutionalism, retains the principles of institutional complemen-
tarities and coherent models but argues that a plurality of efficient NPE mod-
els may co-exist. This second-generation CC research has developed important
insights into Southern European capitalism, and has also focused on the trans-
formative forces of liberalization and financialization which help explain the
Eurozone crisis. Nonetheless, one of its often-cited shortcomings is the neglect
of the demand-side institutions and the interaction of national capitalisms, par-
ticularly within the context of the Economic and Monetary Union (EMU) (Bruff
et al., 2015; Nolke, 2016).
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The third generation of CC scholarship, often identified as “Critical Com-
parative Capitalism” (CCC) studies, emerged as a response to the crisis and in-
corporated the study of European Monetary Integration and the creation of the
EMU within growth models which focused on the demand side of the economy.
While this generation of CC is more heterogeneous than the previous two, its
various manifestations share an obvious interest in power imbalances, income
inequalities, sources of tension within the EMU in particular, and the corre-
sponding problematic interdependencies among national VoCs (e.g. Beramendi
et al., 2015; Hall, 2012; Hall, 2014; Hopner and Lutter, 2017; Streeck, 2014).
The most significant contribution of CCC, nonetheless, has been the emphasis
placed on the demand-side of the economy and institutions such as collective
bargaining and unemployment insurance, leading some scholars to avoid us-
ing the terms CMEs and LMEs, but to speak of export-led or profit-led growth
regimes as opposed to the demand-led or wage-led growth regimes (Beramendi
et al., 2015; Johnston and Regan, 2016; Johnston and Regan, 2018; Iversen and
Soskice, 2012; Iversen et al., 2016).

One of the most influential studies in the third generation of CC is the study
of (Baccaro and Pontusson, 2016) which offers an alternative analytical frame-
work to the VoC approach by stressing the relative importance of the different
components of aggregate demand -consumption, investment, government spend-
ing, and net exports- as drivers of economic growth. In contrast to Hall’s and Sos-
kice’s VoC approach, Baccaro and Pontusson, who borrow from Post-Keynesian
economics in the tradition of Michal Kalecki, argue that there exist numerous
export-led and consumption-led “growth models” which exhibit substantial quan-
titative and qualitative differences; namely, growth models may take multitude
forms as compared to the binary distinction of VoC, and, secondly, the former
are much more unstable than the latter. What sets this article apart from other
CPE literature is its aim to explain both cross-state differences and trajectories
of change in advanced capitalist economies. One of the paper’s main findings is
that two CMEs, in VoC terms, like Germany and Sweden, have adopted different
regimes and growth trajectories as despite their equally strong export perfor-
mance, Sweden was the only one to combine that with robust growth in house-
hold consumption. Therefore, the argument goes, growth regimes cut across VoC
typology and offer an alternative approach with emphasis on demand and distri-
butional conflicts (Behringer and van Treeck, 2017; Nolke, 2016).

In response to Baccaro and Pontusson’s claim of providing an alternative to
VoC, Hope and Sockice (2016) argue that the growth model approach is, in es-
sence, congruent with their VoC approach and that the export-led and consump-
tion-led growth regimes correspond with their classification of CME’s and LME'’s
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respectively. In a similar vein, Hall argues that economies with different varie-
ties of capitalism, in their attempt to secure economic growth, are inclined to
run different growth models as well, determined by the ways that the organiza-
tion of the political economy encourages the production of specific types of goods
and restricts or expands the number of instruments available for managing the
economy (2018: 9). What is more, Hope and Sockice (2016) reject the claim by
Baccaro and Pontusson that post-Fordist regimes (Sweden and Germany) are
on different growth trajectories by rejecting their empirical claim that German
exports have become more price-sensitive over time due to wage suppression as
compared to Sweden. Another line of criticism has been that in their “growth
models”, the authors confound the institutional foundations of the industrial re-
lations with their potential outcomes (Stockhammer and Mohib, 2018).

3. Discussion

While traditional VoC Research and CCC models are often considered to be
competing approaches, it appears that they should be better conceptualized
as complementary perspectives. This is so because firstly, they focus on different
institutional aspects of contemporary economies (with the former focusing on
extreme institutional equilibria and the latter on growth dynamics, which can be
led both by domestic consumption and exports). Secondly, they do not necessarily
follow the same categorization among advanced economies. Therefore, as part of
the ongoing discussions on the economic governance of the Eurozone and the
necessary economic policy reforms, I would argue that epistemological bridge-
building between the two perspectives can significantly expand our horizon of
understanding the current conjuncture. Instead of construing the two approaches
as mutually exclusive alternatives, for instance, further research may focus on
a fruitful rapprochement between the supply side issues on the company level
of VoC and the demand side emphasis of growth models. This will enable us to
appreciate, on the one hand, the way that institutional asymmetries of different
varieties of capitalism led the member states to adopt divergent growth strategies
while participating in the same monetary union; on the other hand, we will be
able to decode the proposals that different member states put forward as regards
the on-going Eurozone reform effort in light of their attempt to preserve their
comparative institutional advantage.

As such, the viability of different economic models should be appreciated
within a broader network of interactions instead of being treated as if they exist
in isolation. Eurozone rescue policies, therefore, I would like to argue, need to
accommodate the co-existence of different growth models instead of aiming for
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the prevalence of a single ideal-typical one like, for instance, the German export-
driven. A case in point is the eventual self-defeating policy devised for economies
of the South which conditioned their bailout on the unequivocal implementation
of radical structural reforms and adoption of harsh fiscal austerity measures. It is
worth noting here that, as Chang et al. (2020) show, despite the policy constraints
imposed on program countries -which led, among others, to high unemployment
rates, rising poverty levels and large investment gaps- these member states still
retained their national growth models, demonstrating how deeply embedded
such models are in the economic, political, and even cultural fields of each
member state. By abandoning a quasi-evolutionistic perception of growth models,
where the state has to supposedly follow a single path towards development
and prosperity, a multitude of viable alternatives opens up for member states
to follow which, nonetheless, need to be mindful of the broader framework as
defined by the Treaty as well as the Stability and Growth Pact. In this sense, the
motto of the EU ‘unity in diversity’ is no longer construed as an empty gesture but
becomes a guiding light for creative and inclusive policy making.
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