
 
 

PLEASE SCROLL DOWN FOR ARTICLE

This article was downloaded by: [Temple Univeristy]
On: 23 October 2008
Access details: Access Details: [subscription number 793832926]
Publisher Routledge
Informa Ltd Registered in England and Wales Registered Number: 1072954 Registered office: Mortimer House,
37-41 Mortimer Street, London W1T 3JH, UK

Review of International Political Economy
Publication details, including instructions for authors and subscription information:
http://www.informaworld.com/smpp/title~content=t713393878

From comparing capitalisms to the politics of institutional change
Gregory Jackson a; Richard Deeg b

a School of Management, University of Bath, Bath, UK b Department of Political Science, Temple University,
Philadelphia, PA, USA

Online Publication Date: 01 October 2008

To cite this Article Jackson, Gregory and Deeg, Richard(2008)'From comparing capitalisms to the politics of institutional
change',Review of International Political Economy,15:4,680 — 709
To link to this Article: DOI: 10.1080/09692290802260704
URL: http://dx.doi.org/10.1080/09692290802260704

Full terms and conditions of use: http://www.informaworld.com/terms-and-conditions-of-access.pdf

This article may be used for research, teaching and private study purposes. Any substantial or
systematic reproduction, re-distribution, re-selling, loan or sub-licensing, systematic supply or
distribution in any form to anyone is expressly forbidden.

The publisher does not give any warranty express or implied or make any representation that the contents
will be complete or accurate or up to date. The accuracy of any instructions, formulae and drug doses
should be independently verified with primary sources. The publisher shall not be liable for any loss,
actions, claims, proceedings, demand or costs or damages whatsoever or howsoever caused arising directly
or indirectly in connection with or arising out of the use of this material.

http://www.informaworld.com/smpp/title~content=t713393878
http://dx.doi.org/10.1080/09692290802260704
http://www.informaworld.com/terms-and-conditions-of-access.pdf


Review of International Political Economy 15:4 October 2008: 680–709

From comparing capitalisms to the politics
of institutional change

Gregory Jackson1 and Richard Deeg2

1School of Management, University of Bath, Bath BA2 7AY, UK
2Department of Political Science, Temple University, 1115 W. Berks Street,

Philadelphia, PA 19122, USA

ABSTRACT

The notion of distinct national varieties or systems of capitalism gained con-
siderable currency in the last two decades. This review essay highlights three
theoretical premises which define what we call the comparative capitalisms
(CC) approach to political economy: First, national economies are character-
ized by distinct institutional configurations; second, these configurations are a
source of comparative institutional advantage; and third, the configurations are
stabilized by institutional path dependence. Within these common premises,
the CC literature contains a number of competing theories and we highlight
the fundamental distinctions among them and draw out their respective lim-
itations. We specifically examine the role of politics within the CC literature
and how emerging conceptions of politics may contribute to understanding
institutional change in capitalist systems.

KEYWORDS

Comparative capitalism; business and society; institutional change; path de-
pendence; comparative advantage; policy coalitions.

1. INTRODUCTION

The notion of distinct national varieties or systems of capitalism gained
considerable currency in the last two decades. Institutional economics and
economic sociology have argued that successful capitalism comes in more
than one variety (Aoki, 2001; Milgrom and Roberts, 1994; Sorge and Warner,
1986). Yet increasing globalization raises the question of whether distinc-
tions among capitalist systems are eroding. Perhaps because of this, capi-
talist diversity is now being studied intensely by an international academic
community with eclectic backgrounds in political science and sociology, as
well as Marxist and institutional economics.
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JACKSON AND DEEG: CAPITALISMS AND INSTITUTIONAL CHANGE

This special review essay highlights three theoretical premises which
define and distinguish what we call the comparative capitalisms (CC)
approach to political economy. First, national economies are characterized
by distinct institutional configurations that generate a particular systemic
‘logic’ of economic action.1 Second, the CC literature suggests a theory
of comparative institutional advantage in which different institutional ar-
rangements have distinct strengths and weaknesses for different kinds of
economic activity. Third, the CC literature implies a theory of institutional
path dependence.

Beyond these common premises, the CC literature lacks agreement on
the number of distinct types of capitalisms, the key institutional domains to
be used in constructing such typologies, the concepts or dimensions used
to compare institutions within those domains, and the functional linkages
hypothesized among domains. The CC literature thus contains a number of
competing theories and predictions about institutional change, the sources
of economic dynamism, and the role of politics.

In this review we do not seek to unify these typologies, advance another,
or single out one as ‘best’. Rather, we highlight the fundamental distinctions
among them and draw out their respective limitations. The CC literature
aims at mapping the comparative statics of distinct and coherent national
‘models’ wherein institutional elements are seen as mutually interdepen-
dent. Yet some approaches examine institutional linkages in terms of spe-
cific functional or economic relationships, while others consider broader
social elements (e.g. patterns of legitimate authority) or the role of gov-
ernance (e.g. enforcement by third parties). As we argued elsewhere, the
CC approach faces challenges in developing a more dynamic view of how
institutions change (see Deeg and Jackson, 2007). In this review we stress
a particular aspect of this problem – namely, how to conceptualize the role
of the state and politics in relation to CC. We identify four dimensions of
politics that are gaining relevance within the CC literature: the dynamics of
political coalitions, the capacity of the state as an actor, the role of discourse
and ideas, and the interaction of national and transnational politics.

In this paper, Section 2 briefly traces the intellectual antecedents of the
CC literature in early comparative studies. Section 3 reviews and analyzes
some of the leading frameworks within the literature. Section 4 highlights
the similarities and differences among typologies and critiques them. Sec-
tion 5 examines the role of politics within the CC literature and looks at
how politics may contribute to understanding institutional change.

2. INTELLECTUAL ANTECEDENTS AND BUILDING
BLOCKS OF COMPARATIVE CAPITALISM

The CC literature stands in contrast to neo-classical economics, which de-
motes the importance of non-market institutions, or international business
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REVIEW OF INTERNATIONAL POLITICAL ECONOMY

(IB) scholarship, which sees them as hindrances or substitutes for function-
ing markets (Khanna et al., 2005). Different types of capitalism were ini-
tially explored within Marxist theories of historical evolution (Hilferding,
1910) or positions within a world system (Wallerstein, 1979). By contrast,
the CC literature emerged by drawing together institutionalist approaches
in economics, sociology and political science. Institutionalism focuses at-
tention on how social and political variables influence the functioning of
various economic domains and hence shape economic performance across
countries.

In political science, Andrew Shonfield’s seminal treatise, Modern Capi-
talism (1965), analyzed how state actors could intervene in diverse ways
to govern their economies, depending on the mix of public and private
ownership, the planning capacities of the state, and role of associationally
organized capital and labor. The 1970s neo-corporatism literature also ana-
lyzed the divergent responses of different nations to manage the growing
problems of inflation and unemployment in terms of the capacities of peak
organizations of labor and capital (Schmitter and Lehmbruch, 1979).

Labor scholars also developed a rich tradition of comparative studies
of work (Dore, 1973), industrial relations (Crouch, 1993) and systems of
vocational training (Thelen, 2004). In particular, the ‘societal effect’ ap-
proach was seminal in comparing micro aspects of work organization by
comparing matched pairs of factories in France, Germany and the United
Kingdom (Maurice et al., 1986; Sorge and Warner, 1986) and interpreting
these in terms of wider sets of interrelated institutions: organization, skill
formation, industry structure, industrial relations, and innovation. This pi-
oneering work essentially set the stage for ‘holistic’ comparison that under-
stood institutional settings as systemic configurations, rather than isolated
attributes – a cornerstone of the CC literature. This literature was later ex-
tended by comparative studies of production regimes such as Taylorism,
lean production or diversified quality production (Sorge and Streeck, 1988;
Streeck, 1992). In a parallel development, other scholars likewise compared
financial systems in terms of ‘bank-based’, ‘market-based’, and ‘state-led’
systems (Zysman, 1983) or the degree of stock market development and
investor protection (La Porta et al., 1999). Corporate governance scholars
began to employ various typologies distinguished by the role of banks,
ownership concentration, or the role of different stakeholders, such as em-
ployees (Aguilera and Jackson, 2003).

For business scholars, differences in ownership, finance, and employ-
ment suggested systematic differences in the strategic resources (Chandler,
1990; Porter, 1990) and capabilities of firms (O’Sullivan, 2000). In addition,
a growing comparative institutional literature emerged around national
systems of innovation (Kitschelt, 1991; Nelson, 1987) that distinguished be-
tween types of innovation, such as organizational or technical, process or
product, and radical or incremental forms. A macroeconomic line of work
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JACKSON AND DEEG: CAPITALISMS AND INSTITUTIONAL CHANGE

called ‘regulation theory’ used these differences in the wage/labor nexus2

to interpret different types of cyclical or structural crisis (Boyer, 1988).
Michel Albert (1993) popularized many of these ideas by his notion of

Rhineland vs. Anglo-Saxon capitalism. The CC literature systematized this
approach by using existing comparisons of particular institutional domains
as ‘building blocks’ to construct broader, synthetic theoretical approaches.
Unlike past studies, comparisons of national systems saw institutions as
systemically interdependent configurations, rather than in isolation (Aoki,
2001). National institutions cohere into non-random ‘types’ or patterns –
although scholars are yet to agree whether these form only two broad types,
six families of capitalism, or even an infinite number of unique institutional
constellations.

These differences aside, three analytical premises inform the diverse
conceptual frameworks within the CC literature, allowing us to see them
as ‘species within a genus’. Moreover, it is the combination of these that
give the CC literature its innovative character. First, drawing on ‘embed-
dedness’ from economic sociology, economic action takes places within
social contexts and is mediated by institutional settings (Granovetter,
1985).Beyond the comparison of state economic policies and formal in-
stitutions, the CC literature compares differences in how private economic
activity is socially organized and institutionalized. The CC literature thus
offers a distinctive institutional theory of the supply-side, namely the col-
lective supply of inputs (e.g. skills, capital) institutionally available to firms.
Taken together, these socially embedded institutions produce a nationally-
specific logic of action.

Second, the CC literature conceptualizes the various institutions within
an economy as complementary (Aoki, 2001; Milgrom and Roberts, 1994).3
Complementarity is a particular case of functional interdependence where
institutions in different domains positively reinforce outcomes or enhance
the utility of institutions in other domains. This gives rise to specific, non-
random configurations of institutions because random combinations are
inefficient (or socially incompatible) and thus either weeded out through
various processes, or lead to relative underperformance: Complementar-
ity is what makes taxonomies of capitalisms possible. Different configu-
rations are associated with distinct comparative institutional advantages
for particular kinds of innovation, production strategies, or distributional
outcomes.

Third, CC scholars stress how common pressures may be refracted
through different sets of institutions, leading to different sorts of problems
and calling forth distinct solutions. Given institutional complementarities
and social embeddedness, national models will evolve in an incremental
and path-dependent manner. Contrary to various convergence theories, the
CC literature thus sees capitalist diversity as persisting, if not increasing,
under conditions of increased global competition.
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REVIEW OF INTERNATIONAL POLITICAL ECONOMY

There is also a common methodology in the CC literature; namely, a
case-based comparative approach that focuses on similarities and differ-
ences between countries. This contrasts to more variable-based approaches
to institutions, which look at particular institutional parameters in isola-
tion and over a large sweep of countries (Jackson and Deeg, 2008). The
focus in the CC literature is usually national-level cases (or families of
nations), although this complements similar research comparing regional
and sector-level institutions (Herrigel, 1996; Hollingsworth et al., 1994).

3. ALTERNATIVE FRAMEWORKS FOR COMPARING
CAPITALISM

This section examines three prominent CC approaches: varieties of cap-
italism, national business systems, and the governance approach. We
compare these approaches in terms of the institutional domains used
to classify national regimes, the resulting typologies describing differ-
ent types of capitalism, and how the linkages between institutions are
theorized. These three approaches are useful in demonstrating a trade-
off between parsimony and complexity in comparative analysis, but also
point to some common deficiencies in analyzing the politics of institutional
change.

The varieties of capitalism approach

Within the CC literature, the ‘Varieties of Capitalism’ (VoC) approach cen-
ters on the work of Peter Hall and David Soskice (2001). These authors
compare capitalisms as production regimes defined by strategic interaction
among firms, employees, and shareholders. The framework offers an ex-
planation for cross-national differences in firm strategy and behavior based
on four institutional domains that define firms’ incentives and constraints:
financial systems and corporate governance, industrial relations, education
and training systems, and the inter-company system. Welfare states are also
mentioned as supporting particular production regimes (Hall and Soskice,
2001: 50–1). While this idea is only partly integrated into their framework,
it has inspired an ancillary body of literature that demonstrates the variety
of linkages between welfare states and models of capitalism (Ebbinghaus
and Manow, 2001; Mares, 2003).

Hall and Soskice begin with resource-based theories of the firm (Barney,
2001), and the notion that firms seek core competencies that enable them to
produce and market goods or services profitably. Developing these com-
petencies requires firms to establish and manage relationships with other
firms and agents. Following the new institutional economies of industrial
organization (Milgrom and Roberts, 1994; Williamson, 1991), these rela-
tionships also create coordination problems. Through strategic interaction
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JACKSON AND DEEG: CAPITALISMS AND INSTITUTIONAL CHANGE

actors find equilibrium solutions to these problems within a range delim-
ited by the institutional context.

Focusing on the mid-1980s to mid-1990s, the authors distinguish two
basic types of production regimes (capitalisms): liberal market economies
(LMEs) and coordinated market economies (CMEs). This typology is based
on the relative extent of market coordination through investment in
transferable assets (LMEs) vs. non-market or strategic coordination
through investment in specific assets (CMEs). LMEs and CMEs represent
polar opposite ideal-types: the four institutional domains are also charac-
terized in dichotomous terms; long-term (CME) versus short-term (LME)
finance, regulated (CME) versus deregulated (LME) labor markets, general
(LME) versus vocational (CME) training, and strong inter-firm competition
(LME) versus inter-firm coordination (CME).4 The approach culminates in
a theory of comparative institutional advantage wherein CMEs excel, inter
alia, at incremental innovation and LMEs at radical innovation (Hall and
Soskice, 2001: 32).

A crucial assertion is that models of capitalism display strong complemen-
tarities between the four institutional domains. Where institutions facilitate
strategic (or market) coordination in one domain, these support similar
forms of coordination in other spheres. The presence of complementarities
leads the authors to argue that institutions should cluster into the relatively
cohesive types as described above; those that do not will yield inferior eco-
nomic performance. Since the publication of this work, substantial debate
has erupted over how to reconcile its view of complementarities as ‘mutual
reinforcement’ with empirical observations of widespread institutional in-
coherence and change. While conflicting institutions may have destabi-
lizing or adverse economic effects, they may also create space for greater
organizational diversity that enhances evolutional adaptation within an
population of firms (Crouch, 2005).

Moving forward on these debates comes down in part to spelling out
what causal processes might produce institutional complementarities. Are
they created through strategic state policy, by the intentional action of mar-
ket actors, or processes of competitive selection? Hall and Soskice offer
only a few general hypotheses. One hypothesis links the political strength
of producer interests with regime characteristics: political systems that fos-
ter decision through consensus favor the policies and institutional stability
necessary for asset-specific production strategies found in CMEs (Hall and
Soskice, 2001: 49–50).

Ultimately this approach runs into to several limitations in dealing with
dynamic aspects of political economy. Given that strategy follows struc-
ture, it rightly argues that business firms may react differently to similar
exogenous pressures, such as international competition (Hall and Soskice,
2001: 64). But their strong version of complementarities and path depen-
dence makes it hard to discern how endogenous dynamics and change
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REVIEW OF INTERNATIONAL POLITICAL ECONOMY

of capitalist models might arise. The theory thus describes relatively static
models of capitalism – a now widespread criticism of this approach (Allen,
2004; Blyth, 2003; Howell, 2003). Accordingly, there have been many sub-
sequent efforts to refine and extend this approach, and we discuss some of
these below.

1. National business systems

The approach of Hall and Soskice was primarily focused on Western
Europe and North America. Yet there is a rich literature on East Asian
capitalism that inspired alternative CC approaches (see Johnson, 1982;
Whitley, 1992). Here a central focus is on differences in how enterprise
groups coordinate and control economic activity, as well as how national
differences reflect the institutionalization of nationally distinct patterns
of behavior and authority, captured in concepts like community (Japan),
patrimonialism (Korea), and familial networks (Taiwan) (Biggart, 1991).
Later comparisons sought to incorporate both Asian and western cases,
distinguishing more broadly between three types of capitalism: alliance
capitalism, dirigiste capitalism, and familial capitalism (Orru et al., 1997).5

Drawing on this rich understanding of East Asia, Richard Whitley greatly
extended this work and developed a systematic and ambitious approach to
comparing ‘business systems’, defined as ‘distinctive patterns of economic
organization that vary in their degree and mode of authoritative coordina-
tion of economic activities, and in the organization of, and interconnections
between, owners, managers, experts, and other employees’ (Whitley, 1999:
33). Rather than seeing firms as unitary actors, Whitley links interactions
among stakeholders to the development of diverse firm capacities. Two
general variables produce diverse business systems: the degree and scope
of ownership integration, and the degree and scope of alliance (or horizon-
tal) integration among firms. Within these, business systems are compared
along eight dimensions:

(1) the means of owner control (direct, alliance or market),
(2) extent of integration of production chains by ownership (low, medium,

high),
(3) extent of integration of industrial sectors through ownership,
(4) extent of alliance coordination of production chains,
(5) extent of collaboration between competitors,
(6) extent of alliance coordination of sectors,
(7) extent of employer–employee interdependence, and
(8) extent of delegation to and trust of employees.

This approach yields eight ideal-types of business systems (Whitley,
1999, 2007). In fragmented business systems, ownership and alliance in-
tegration (coordination) are very low such that economic activity is un-
dertaken by small firms in highly competitive markets. In project network
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JACKSON AND DEEG: CAPITALISMS AND INSTITUTIONAL CHANGE

systems ownership integration is low but firms are specialized and share
some resources and engage in cooperation for mutual gain. In industrial
districts ownership coordination is also fairly low but alliance or horizon-
tal coordination is fairly high. In these first three systems, smaller firms
play a relatively large economic role while in the remaining five, large
firms predominate. In financial conglomerate systems, scope of ownership is
high but alliance integration is low due to the prevalence of loose holding
companies or cross-ownership networks based on partial holdings. In inte-
grated conglomerate systems, alliance integration is still low, but ownership
scope and degree are high. In compartmentalized systems, such as the US,
large integrated and somewhat autarkic firms compete with each other
in arm’s-length markets. Collaborative systems imply a rather corporatist
or associational organization of competitors within a sector. Finally, highly
coordinated systems utilize an alliance form of ownership to coordinate
activities across sectors, such as in the Japanese keiretsu.

Whitley distinguishes carefully between the dimensions of the institu-
tional environment and the internal aspects of firm organization, linking
these with schematic hypotheses about institutional effects. Institutions are
compared along several dimensions:

(1) States are compared as to the strength of intervention, the degree to
which they encourage intermediary organizations, and the strength of
market regulation.

(2) Financial systems are compared as being capital market vs. bank-based.
(3) Skill development and control is compared in terms of the strength of pub-

lic training, the strength of unions, the organizing principle of unions
(skill, sector or employer), and the centralization of bargaining.

(4) Trust and authority are compared as to the degree of trust in formal
institutions, the type of business environment, and the relative degree
of paternalist, communitarian, or contractarian authority.

In recent work, Whitley (2005, 2007) takes this analysis further to address
the issue of internal diversity within national business systems. The essen-
tial argument is that the character of the state determines the degree of insti-
tutional coherence and homogeneity across the national economy: liberal
states act as market regulators with minimal intervention, thus allowing for
maximum internal diversity; promotional states direct economic activity
in more detail and constrain internal diversity because they organize inter-
est groups in order to achieve either developmental goals (developmental
state) or social harmony (business corporatist state); the least amount of
diversity, and hence the most truly national of business systems, is found
in inclusive corporatist states.

Whitley’s typology also categorizes what Hall and Soskice term ‘coor-
dinated’ economies more precisely due to the greater focus on sociological
variables and the internal make-up of firms. He makes more fine-grained
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REVIEW OF INTERNATIONAL POLITICAL ECONOMY

distinctions among different forms of non-market coordination and even
different sorts of hierarchies within firms. In terms of institutional change,
Whitley also stresses the path-dependent aspects of national business sys-
tems arising from complementarities. However, Whitley’s discussion of
the state adds a further aspect of institutionalization, namely the differing
degrees of coherence rooted in diverse patterns of state intervention and
patterns of legitimate authority and trust. Thus the business systems ap-
proach observes that coherence is much lower within some national cap-
italisms than others. Lack of internal coherence may mean that change is
easier and more likely, as well as that the possible combinations of practices
are greater. So change is possible, but within some broader boundaries –
which resonate with recent notions of institutional meta-traditions (Sorge,
2005).

Governance approaches

Another more loosely integrated approach may be associated with a se-
ries of collaborative publications starting in the 1990s (Crouch and Streeck,
1997; Hollingsworth and Boyer, 1997; Hollingsworth et al., 1994). These
authors map institutional diversity in terms of generic coordination mech-
anisms used in the governance of economic activity. Beyond the traditional
distinction between markets and hierarchies, the framework includes com-
munities, the state, networks, and associations. These six basic governance
mechanisms differ along two underlying dimensions: the degree to which
actors follow self-interest versus social obligations, and the degree to which
power is distributed horizontally or exercised vertically. Each governance
mechanism has its own organizational structure, rules of exchange and
enforcement, and typical strengths and weaknesses (Hollingsworth and
Boyer, 1997: 6–19). In contrast to Hall and Soskice, who emphasize ratio-
nal, strategic behavior within a set of fixed institutions, the governance
framework gives more attention to social norms and ‘logics of appropri-
ateness’ in shaping actor behavior and institutional choices.

In early work authors used industrial sectors (rather than nations) as
a basic unit of comparative analysis and found significant differences
in governance mechanisms across sectors within individual countries
(Hollingsworth et al., 1994). Yet ‘just as sectoral differences in technology
and market conditions give rise to differences in industrial order within
countries, national differences produce different governance regimes
within sectors . . . Differences in governance within sectors are often rec-
ognizable as national differences in that they follow a similar logic across
sectors’ (Hollingsworth and Streeck, 1994: 272). They explain this by argu-
ing that social institutions supporting different mechanisms of economic
governance are largely nationally distinct. Parallel to Hall and Soskice,
these findings thus link national institutions with comparative institutional
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JACKSON AND DEEG: CAPITALISMS AND INSTITUTIONAL CHANGE

advantages in particular sectors or market segments and different sorts of
company strategies.

Several innovations and extensions of this approach were made in
subsequent work. First, a more systematic notion of ‘social systems of
production’ (SSP) was introduced to describe and explain the dominant
production strategies of firms as they are coordinated through different
governance mechanisms and supported by their embeddedness in par-
ticular institutional configurations. This framework highlights differences
between Fordist mass production and alternative patterns of flexible spe-
cialization or diversified quality production. Second, the affinities between
particular coordination mechanisms and the spatial-territorial scope of
governance were examined. Four levels of spatial organization were dis-
tinguished: regions within a country, nation-states, transnational regions
such as the European Community, and the global level (Hollingsworth and
Boyer, 1997: 24–33).

The governance approach was also applied to holistic comparison of na-
tional varieties of capitalism, with a broad distinction made between coun-
tries governed largely by markets and hierarchies (market capitalism) and
those using a richer variety of coordination mechanisms (institutional cap-
italism) (Crouch and Streeck, 1997). More recently, Bruno Amable (2003)
combined many aspects of the strategic interaction and equilibrium analy-
sis central to Hall and Soskice with the sensitivity to social embeddedness
highlighted in the social systems of production approach. Amable bases
his typology on five institutional domains: product market competition,
labor market institutions, finance and corporate governance, social protec-
tion/welfare state, and the education/training system.6 Through cluster
analysis he identifies five models of capitalism: market-based model, social
democratic model, Continental European model, Mediterranean model,
and an Asian model (2003). Amable also pushes harder on incorporat-
ing the socio-political dimension of capitalisms, and defines institutions
as ‘political-economic equilibriums’ to reflect the fact that they embody
political compromises as well as functional rules, and that they solve con-
flicts among unequal actors with divergent interests (Amable, 2003: 7–11).
Further, institutional choices and the hierarchy of institutions reflect the
preferences of the politically dominant social bloc.

4. COMPARING COMPARATIVE APPROACHES
TO CAPITALISM

The previous section outlines a number of distinct approaches for compar-
ing capitalism across countries, summarized broadly in Table 1.

The review points to three theoretical premises – complementary insti-
tutional configurations, comparative institutional advantage, and path de-
pendency – which define and unify these approaches into the CC literature.
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JACKSON AND DEEG: CAPITALISMS AND INSTITUTIONAL CHANGE

In this section we discuss issues of debate related to these premises which
point to avenues for future research and theorizing. Many of these debates
connect to the question of what role politics play in constituting and chang-
ing systems of capitalism, which we take up specifically in the subsequent
section.

Capitalism as configurations: Domains, dimensions and typologies

The previous section clearly illustrates that no agreement exists on which
institutional domains to include in cross-national comparisons, nor on the
number of dimensions and complexity of types used to analyze each do-
main. Whereas Hall and Soskice use bipolar types of strategic and market
coordination across all domains, others like Amable and Whitley use three-
fold or even more complex typologies specific to each domain. Approaches
also differ as to whether and which institutional domain is the primary de-
terminant of the overall systemic logic, i.e. complementary institutional
domains are adapted or evolve in response to the primary domain. For
example, in regulation theory the wage-labor nexus was the dominant do-
main during the period of Fordism, but has since been supplanted by the
financial domain (also Amable, 2003). How state structures and politics
factor into the determination of capitalist systems also varies considerably.

At the level of national typologies, most approaches include a similar
cluster of liberal or market-oriented economies.7 However, greater differ-
ences emerge in classifying and understanding nonliberal or coordinated
types of capitalisms. VoC largely elides distinctions among coordinated
systems in order to develop a parsimonious dichotomy that has a dis-
tinct advantage in hypothesis testing using statistical models (Hall and
Gingerich, 2004; Rueda and Pontusson, 2000). However, this stretches the
concept of ‘coordination’ to cover very different mechanisms and patterns
(Allen, 2004; Streeck and Yamamura, 2001). Likewise, broad categories such
as ‘coordinated’ may lead one to overlook important changes within such
broad types which fall short of complete shifts to the opposite bipolar cat-
egory (Deeg, 2005; Jackson, 2005b; Vitols, 2004).

One possible solution to the ‘how many varieties of capitalism’ question
is to avoid using national typologies and focus on very specific paired com-
parisons or interpreting single cases using a common vocabulary (Crouch,
2005; Crouch and Streeck, 1997). The SSP approach, for instance, is pri-
marily concerned with developing a typology of governance mechanisms
and stresses how each national case is unique. Similarly, some institu-
tional economists have focused more on middle-range theoretical models
that map institutional diversity within particular domains and model a
limited number of bilateral linkages between them, rather than entire na-
tional models (Aoki, 2001). An intermediate position is taken by Whitley
whose typologies incorporate a wide range of institutional variables and
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REVIEW OF INTERNATIONAL POLITICAL ECONOMY

compares them along bipolar or sometimes more complex dimensions. He
is thus able to identify a larger number of distinctive types of business sys-
tems (which are not necessarily national in scope), while at the same time
mapping this variation in a systematic way. Another intermediate but more
inductive approach is to include a larger number of institutional domains
and domain elements but aggregate these into types using techniques such
as cluster or qualitative comparative analysis (see Amable, 2003; Boyer,
2004; Kogut and Ragin, 2006).

In sum, these issues of comparative method remind us that studying cap-
italist diversity involves trade-offs between studying institutional diversity
as a parsimonious and testable ‘variable’, or seeing cases as highly contex-
tual and all causal effects as contingent (Jackson and Deeg, 2008; Rueda and
Pontusson, 2000). A key issue of contention thus remains regarding how
adequately different approaches describe the empirical patterns across a
wide range of countries. Moving forward on this issue is made even more
complicated by additional factors. First, the countries in transition from
socialist to post-socialist economies do not fit easily within some of the
existing typologies used in the literature (Lane, 2005). Second, the interna-
tionalization of economic activity has sparked a large literature trying to
reconcile the relative weight of home vs. host country institutional influ-
ences on multinational enterprises (MNEs), thus pointing to the growing
phenomenon of firms engaging in institutional arbitrage between national
systems of capitalism (Ferner et al., 2004). Finally, the growth of transna-
tional rule-making or governance, such as in the European Union, suggests
national-level variables must be analyzed though their interaction effects
with transnational variables (Djelic and Sahlin-Andersson, 2006), as we
will discuss in Section 5.

Comparative institutional advantage

A central tenet of the CC literature is caution against the notion of a sin-
gle best way to organize an economy, since institutional diversity creates
comparative institutional advantage in different sorts of economic activity.
Validating this thesis ultimately requires linking different systems of cap-
italism to performance outcomes. What aspects of economic performance
are generally considered?

The bread and butter of the VoC approach is a firm-centered perspective
describing the affinities between different institutions and the product mar-
ket strategies of business firms. Business strategies are generally described
in broad qualitative terms and point to different niches in terms of price,
quality, and innovation.8 For example, patterns of innovation differ be-
tween the incremental approach of Germany and Japan versus the more
radical innovation that is supported by the flexibility and risk taking ad-
vantages of markets in the USA. The central hypothesis implied by this line
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of reasoning is that different types of capitalism will favor different patterns
of sectoral specialization and success. While there is considerable support-
ing evidence for this, firms in the same sector operating within distinct
capitalist settings can – following different market strategies – nonetheless
be similarly successful in terms of growth and profitability (Boyer, 2004).

Growing attention is also being paid to macroeconomic performance, such
as growth and unemployment. Yet the ability of the CC literature to explain
divergence in macroeconomic performance remains unproven. Hall and
Gingerich (2004) found evidence to validate the VoC thesis that macroe-
conomic performance is positively correlated with the degree of internal
coherence around either market or strategic coordination: but Kenworthy
(2006) finds no correlation, indicating that the research may lack robustness
with regard to the time periods and classifications of countries. Campbell
and Pedersen (2007) have even argued that Denmark performed better after
becoming an institutionally mixed economy (also Martin and Thelen, 2007).
Together these suggest that CC approaches are thus far better at explain-
ing sectoral and firm-level success than national economic performance.
One possible reason for this is that the institutional complementarities on
which the approaches turn are easier to validate at the firm and sectoral
level – or that they may only operate at this level (Deeg, 2007). The CC ap-
proach implies that poor performance should feed back into institutional
change. Yet, it offers few ideas about the feedback mechanisms between
performance and institutional change.

Finally, one underemphasized aspect of the CC literature that calls for
more research concerns the distributional consequences of diverse capitalisms
(Iversen, 2005). For example, national corporate governance models have
different normative conceptions of who should control the corporation,
and create distributions of value-added among the various stakeholders
within the firm. Another issue concerns international differences in the lev-
els of inequality (Rueda and Pontusson, 2000). Countries such as Sweden,
Germany, or Japan were able to achieve strong economic performance
and maintain much more egalitarian patterns of income distribution than
Anglo-Saxon models of capitalism. However, institutional change in recent
years has disrupted many of the distributional compromises embedded
within past models of capitalism, precipitating more intense distributive
struggles among major social groups (Dore, 2000).

Any analysis of competitive advantage is premised on knowing the
function of institutions in the context of a particular strategy or perfor-
mance outcome. However, it is clear that institutions may remain formally
the same while their specific functions do not (Gilson, 2000; Streeck and
Thelen, 2005). An example of this is the German system of codetermina-
tion (Jackson, 2005a). Similarly, a growing body of research suggests that
firms can pursue strategies that do not ‘fit’ well within the system logic,
yet succeed by using institutions in different ways as their preferences and
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needs change (Hancké, 2002; Sorge, 1991). This suggests that the CC liter-
ature must consider a more contingent view of institutions and be able to
recognize and theorize when formal stability masks functional change; or,
conversely, when formal change masks functional stability, as Vogel (2006)
finds quite common in Japan.

Institutional path dependence

The CC literature largely rejects the convergence hypothesis that national
varieties of capitalism will move toward a single model (Jacoby, 2004;
Vogel, 2006; Yamamura and Streeck, 2003). Change in national capitalisms
is argued to be incremental and path-dependent, in the sense recently used
within the economics literature (David, 1985). In the CC approach institu-
tional complementarity is a powerful source of path dependence (see Aoki
and Jackson, 2008; Pierson, 2004). Faced with common external challenges,
firms in different countries are likely to adapt in different ways in order
to preserve the complementarities created by their institutional contexts.
Piecemeal borrowing of institutions may fail to generate the same sorts of
efficiencies associated with the initial model (Streeck, 1996), since practices
or institutions may lack support of other complementary institutions. Thus,
while change may occur, adjustments would be largely path-dependent
and unlikely to transform the overall institutional configuration from one
type of capitalism to another (Hall and Soskice, 2001). However, the same
theoretical argument about complementarity also suggests the opposite
outcome is possible: if a new institution becomes established, institutional
change may occur more like a house of cards collapsing, or at least induce
a steady erosion of other institutions (Lane, 2003). The CC literature has
yet to sort out the conditions under which complementarity facilitates or
hinders change (Deeg, 2007).

The strong notion of path dependence in CC approaches has led to wide
criticism for too much focus on comparative statics and failure to accommo-
date institutional change (Blyth, 2003; Howell, 2003). And the last decade
or so has seen considerable change in all systems of capitalism – so much so
that the carefully developed typologies of the 1990s are increasingly ques-
tioned (Soederberg et al., 2005). Significant evidence suggests that some
national economies no longer fit into the category or ‘type’ of capitalism to
which they were ascribed during the early 1990s. In some cases this shift is
quite radical (e.g. New Zealand, France) and a country may be convincingly
moved to a different category of capitalism. But generally the change of
institutions presents a mixed picture, thereby creating situations in which
a national political economy sits uneasily between two or more categories
(Molina and Rhodes, 2007). Capitalisms characterized by extensive non-
market institutions are also considered especially vulnerable to erosion
from general liberalization pressures (Yamamura and Streeck, 2003).
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Some recent work, such as Amable’s (2003) have attempted to build in
a theory of institutional change, thus establishing a framework for assess-
ing when and how some capitalist systems may shift from one category to
another (see also Hancké et al., 2007). Others have continued to argue that
basic national patterns persist in the face of pressures for change, but they
apply to a shrinking portion of the economy due to increasing internal di-
versity (Jacoby, 2004; Sako, 2005). But this raises the critical question of when
does a shrinking institutional core cease to characterize the economy as a whole?

This competing imagery of institutional change points to theoretical am-
bivalence. It appears reasonable to argue that national capitalisms follow
distinctive ‘paths’ in a general sense of historical legacies. But placing too
much emphasis on the coherence and complementarities among institu-
tions may lead to overestimating the degree of stability. The foundation of
the VOC model in transaction cost economics means it sees the different
domains as relating to each other according to the same economic logic
(e.g. coordination) and hence represents sets of mutually reinforcing alter-
natives. However, functional interdependence between various domains
may relate to multiple dimensions of economic exchange (Crouch et al.,
2005), and the complementarities between domains subject to different
political and social dynamics. Different institutional domains have their
own unique logic (or Eigengesetzlichkeit, following Max Weber), and thus
evolve ‘historically’ in the sense of being open to political contention and
ideological reinterpretation.

These considerations have led to empirical work on the dynamics of
national capitalisms by looking at their historical origins (Streeck and
Yamamura, 2001). The historical perspectives show that broad types of
capitalism are more dynamic than previously assumed. In particular, dif-
ferent capitalisms were not created as coherent wholes but the result of
political contention and often the unintended result of piecemeal devel-
opment (Aoki, 2001). Likewise, recent studies of contemporary transfor-
mations of national capitalisms suggest a wide scope for ‘hybridization’–a
dynamic mixing and matching of institutional elements that change the
characteristic linkages and nature of complementarities between institu-
tional elements (for example, Aoki and Jackson, 2008; Djelic, 1998). In sum,
the CC literature must meet the ‘challenge of change’ by reexamining its
typologies, but also by establishing a theoretically grounded approach for
analyzing newer hybrid forms of capitalism.

5. DISCUSSION: POLITICS OF CHANGE IN DIVERSE
CAPITALISMS

Our review of the CC literature shows a common focus on the coherence of
models and path-dependent aspects of change. Elsewhere, we have argued
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that understanding institutional change requires better micro-level anal-
ysis of how firms strategically relate to institutions, as well as the meso-
level analysis of how different institutional domains are linked (Deeg and
Jackson, 2007). In this final section, we examine macro-level aspects of
how politics and power could be more effectively incorporated into exist-
ing CC approaches to better explain the origins and transformation of
capitalist models. We argue specifically that understanding the role of
politics within CC analysis needs to focus on four dimensions of poli-
tics: the role of political coalitions, the state as an actor, discursive aspects
of policy and politics, and the distinctive nature of transnational dimen-
sions influencing the other three dimensions of coalitions, state capacities
and policy discourses. While recent CC scholars have started to address
these various issues, these efforts remain piecemeal and leave an important
agenda in integrating these dimensions into a political analysis of capitalist
diversity.

The politics of coalitions

Nearly all CC approaches make some reference to political coalitions in
shaping institutions and institutional change. However, scholars have only
recently begun to integrate coalitional theories systematically into CC
frameworks. These works link the analysis of interest group politics (e.g.
classes, sectors) with features of the political system (e.g. majoritarian vs.
consensual systems) in explaining the formation or change of institutions.

Several recent works build on the initial VOC hypothesis that the ma-
joritarian or consensual nature of the political system shapes the emer-
gence of interest group coalitions and the possibilities for institutional
change or reform. Soskice (2007), for instance, has broadened the VoC
framework to articulate patterns of complementarities across production
regimes, political systems, welfare states, and what he calls aggregate de-
mand management regimes (ADMR). CMEs are connected with consen-
sual political systems, social democratic or continental welfare systems,
and rules-based or restrictive ADMR. LMEs are connected with majori-
tarian politics, liberal welfare regimes, and discretionary ADMR. While he
uses this to explain differences in employment performance across national
economies, it is broadly instructive as an attempt to elaborate a fuller VoC
conception of politics. Within this conception, a consensual system sup-
ports CMEs in several ways: First, it allows key interest groups (especially
producer groups) broad access to and participation in policymaking, and
it allows for negotiated (and incremental) change in which the prior in-
vestments of actors in specific assets can be taken into account. Second,
consensual systems empirically favor left of center governing coalitions
(see also Amable, 2003) which tend to favor the more redistributive wel-
fare state that is complementary to a CME production regime. Finally,
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consensual systems induce – and enable – political parties and interest
groups to pursue restrictive fiscal and monetary policies because these
actually lead to a pareto optimal outcome under the extant institutional
arrangements.

Iversen (2005) and Soskice (Iversen and Soskice, 2006) further de-
velop this argument using their concept of ‘welfare production regimes’.
Here the emphasis falls more on voting rather than lobbying coalitions.
The argument starts from a hypothetical exogenous shock (e.g. rising
unemployment) that leads to different responses depending on the set
of complementary institutions as outlined in VOC. The analysis incorpo-
rates individual voter preferences and links these via two mechanisms to
policy preferences. First, voters with income below the mean are argued
to prefer at least some redistribution. Drawing on the median voter the-
orem, this means that electoral support for redistributive policies rises in
line with rising inequality. Second, the more an economy relies on non-
transferable or specific skills (high in CMEs), the more voters will demand
insurance against income loss (via strong redistributive or welfare state
policies). This explains voter demand for redistributive and social insurance
policies, but the supply of such policies is conditioned by political institu-
tions. Here Iversen turns to electoral systems. CMEs are complemented
by proportional representation because it favors the stronger redistribu-
tion and insurance demanded by median voters. The argument supports
the original VoC proposition that CMEs, when confronted with competi-
tive pressures (shocks) will follow incremental change, while LMEs will
be inclined toward further liberalization.

A third coalitional approach emphasizes the dimension of social class
in building coalitions. Molina and Rhodes (2007), focusing on the under-
researched category of Mixed Market Economies (MMEs), argue that in-
stitutional change follows a top–down logic best understood by analyzing
macro-social dynamics of conflict and political exchange, the institutional
veto points created by the political system, and the access of reform coali-
tions to policymaking. The first step is to delineate the distinctive logic of
collective action in MMEs, where employers and labor are insufficiently
organized to create autonomous frameworks of coordination, but orga-
nized enough to be collective veto players; this coordination failure leads
to state intervention as the dominant mode of system governance. The
coalition logic in both countries follows a class conflict pattern, since in-
sufficient coordination at either the micro or macro-levels inhibits stable
cross-class coalitions. The next step is to link the collective action logic to
the political system. Because the state is so pervasive, social groups invest
a lot in forging close links with political parties, which then become a form
of ‘dedicated asset’ between them. Investment in such assets is higher in
PR (or consociational) systems because electoral losses are less likely to
erase the value of the investment. Thus with PR and multiple veto points

697

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
T
e
m
p
l
e
 
U
n
i
v
e
r
i
s
t
y
]
 
A
t
:
 
1
8
:
4
6
 
2
3
 
O
c
t
o
b
e
r
 
2
0
0
8



REVIEW OF INTERNATIONAL POLITICAL ECONOMY

in Italy, institutional change is more incremental and more disposed to
negotiated solutions; while Spain’s more majoritarian system and weaker
labor disposes the state toward withdrawal from market regulation and
the extension of market mechanisms. Molina and Rhodes thus also point to
the importance of political parties as autonomous actors in shaping change
(see also Hall, 2007).

A final strand of coalitional analysis focuses on linking coalitions of
stakeholders at the micro-level of the firm with the broader political pro-
cesses and political institutions – especially the legislative and regulatory –
shaping patterns of institutional change in national capitalisms (Callaghan
and Höpner, 2005; Cioffi and Höpner, 2006). An important body of work in
this vein is corporate governance studies which start by modeling patterns
of firm-level coalitions among workers, managers, and owners (Aguil-
era and Jackson, 2003; Gourevitch and Shinn, 2005; Höpner, 2003). Within
firms, multiple stakeholder coalitions are possible. Which one prevails is
a function of interests, historical and situational variables, and successful
coalition building in the partisan arena. Alternative winning coalitions are
associated with different financial and corporate governance systems (in ef-
fect, different forms of capitalism). Major institutional change occurs when
exogenous changes lead to major preference shifts among the core groups
and the supplanting of one dominant coalition by another (Heemskerk and
Schnyder, 2008).

Altogether, these coalitional approaches are advancing our understand-
ing of the politics of change. The Iversen–Soskice approach is quite use-
ful in highlighting causal linkages across institutional domains, and espe-
cially linkages between PR electoral systems and CMEs. However, it retains
much of the stasis-oriented predisposition of the original framework with
change arising from exogenous shocks only, and this is based in part on its
implicit assumptions about ‘deep equilibriums’ (Pierson, 2004). The pro-
ducer/consumer, voter, and class coalitional approaches are quite useful
in providing a systematic framework for hypothesizing the general policy
preferences of broad social (electoral) groups at the macro-level, but do
much less to help us understand specific policy choices and the sometimes
unpredictable coalitions that support these.

The micro-level coalitional analysis helps redress this problem, but here
too it comes short of recognizing the often issue-specific nature of political
coalitions. For instance, labor and owners might both like transparency in
corporate governance, and support legislation to this end, but they will
probably not agree on takeover rules (Cioffi and Höpner, 2006). Thus to
speak of a dominant coalition in a given political economy elides important
political dynamics. These dynamics are, in fact, unlikely to be characterized
by systemic choices between discrete types of capitalism but rather concern
incremental changes or liberalization and piecemeal adjustments of inter-
linked institutions (Streeck and Thelen, 2005). This insight also implies that
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policy entrepreneurship and political discourse cannot be ignored when
trying to understand specific institutional choices. We return to this point
below.

The state as an actor

The state figures into nearly all CC approaches as a structural variable
(e.g. majoritarian versus consensual character), while its role as a strategic
actor is typically downplayed. Here CC approaches could tap into an al-
ternative literature more directly concerned with identifying the sources of
state capacity to structure the political economy (Evans, 1995; Wade, 1990;
Weiss, 1998). While these do not share all of the unifying assumptions of
the CC literature, they also posit alternative types of capitalism distin-
guished by the extent and character of state intervention in the economy.
One key determinant of the state’s capacity is its relationship to the cap-
italist elite, with state capacity being a function of ‘embedded autonomy’
(Evans 1995). Others see state capacity as emanating from its relationship
to middle and lower social strata (Seabrooke, 2007). Links between state
capacities and different models of political economy have also been made
by economists such as Aoki (2001: Chapter 6), who argued that comple-
mentarities between different economic domains may be contingent upon
particular modes of state intervention. For Aoki, then, the German pattern
of corporate governance based on codetermination depends on the pres-
ence of a corporatist state, whereas the evolution of lifetime employment
in Japan is supported by bureau pluralism in the political domain.

While much of comparative analysis of the state was inspired by 1980s
debates over East Asian development, the concern for state autonomy and
capacity is carried forward by some CC scholars and often provide differ-
ent classifications of national systems. For example, Vivien Schmidt (2002)
highlights three ideal-typical patterns of state economy policy in Europe:
the ‘liberal state’ giving great autonomy to economic actors (UK), the ‘en-
abling state’ encouraging associational governance among private actors
(Germany), and the ‘interventionist state’ directly intervening to coordi-
nate private activity (France). In a somewhat similar vein, Howell (2007)
challenges the VoC view of the UK as a long-standing liberal market econ-
omy marked by general institutional continuity. Prior to 1979 the UK did
not, in his view, fit the liberal market model because of the substantial
coordinating mechanisms that had been built up over preceding decades
due to regular actions by the state. After 1979, the state – driven by ide-
ology and class conflict – led the dismantling of these collective forms of
coordination.

State action is also a deciding factor in explaining the different trajec-
tories of change of otherwise seemingly similar types of national models.
For example, Martin and Thelen (2007) compare Denmark and Germany as
systems of coordinated capitalism, which nevertheless followed markedly
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dissimilar paths of change since the early 1990s. This is attributed largely
to the differing roles of the state. In Denmark, a large state – in terms
of public employment and fiscal spending – provides state actors with
both an incentive and the capacity to sustain macro-level corporatist bar-
gaining. Public sector workers find a strategic political ally among low
wage workers and together are powerful enough to induce workers and
employers in the export sectors to sustain national bargaining. Economic
dynamism under conditions of globalization was achieved through labor
market deregulation combined with active labor market policy and fiscal
expansion (i.e. ‘flexicurity’). In Germany, a much smaller state with less
capacity could not sustain macro-level corporatism under similar condi-
tions, and German firms maintain institutions of coordinated capitalism
mostly for the manufacturing sector. Thus, while both countries remain
CMEs, they are increasingly distinct sub-types. What is particularly help-
ful in the account of Martin and Thelen is that it provides a deductive
logic to explain how the state as actor interacts with socio-political groups
and regime structures – such as electoral systems – to produce policy and
institutional outcomes.

A slightly different perspective on state capacity relates to the politics
of implementation or enforcement (Culpepper, 2007). Formal legal rules
created by the state have a complex relationship to the institutionalization
of practices among private actors. First, states may create laws that are
not enforced in practice. The corporate governance literature has noted a
strong convergence in formal rules adopted around the world, but note
that states have very different administrative capacities to actually en-
force these rules. But perhaps more fundamentally, countries may have
very different political capabilities to actually create such institutions –
particularly when looking beyond advanced OECD countries to a wider
scope of emerging economies. Second, echoing the notion of embedded
autonomy, state policies may be hard to implement to the extent that they
lack complementary supports from other institutions in a national system.
Most institutions or rules contain ambiguity and room for interpretation
in their enactment (Streeck and Thelen, 2005). Particularly in settings of
economic transition such as China, ambiguity may be high and give rise
to complex intermingling of public and private power (Oi and Walder,
1999). Thus political coalitions shape the implementation of rules or in-
hibit their enforcement; while the state also matters in its capacity to inter-
pret and enforce its interpretation of rules enacted through formal political
processes.

Policy discourses

A further and important claim made by both Schmidt (2002) and Howell
(2007) is that the successful implementation or failure of policies is also
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strongly related to the existence of policy discourses that frame interpreta-
tions and help legitimate those policies in terms of value-rational behav-
iors. Constructivist political economy has brought renewed attention to the
role of ideas and discourse as irreducible elements of strategic interaction
among actors (Abdelal, 2007; Campbell, 2004; Jabko, 2006; Posner, 2005).
This literature starts from the proposition that one cannot read groups’
interests or preferences strictly off structure, i.e. that they are constructed
through social interaction. For example, the origins of nonliberal models of
capitalism relate closely to particular discourse coalitions among bureau-
crats, capital and labor (Lehmbruch, 2001). In this view, discourse is built
around a set of basic beliefs and assumptions about values and objectives
in the formation of public policy, thus defining the meaning of collective
action and the collective identity of social actors in this discourse.9

Looking at policy as a discourse is thus important in understanding
how policies issues are framed and legitimated vis-à-vis different interest
groups. Discourse influences how issues may become bundled or symbol-
ically defined ways that make coalitions possible, even if these are based
on ambiguous forms of agreement. This discursive element may influence
not only ‘who wins’ but how different institutions within national models
are linked as political compromises. Discourses may themselves thus have
long-term durable influences as they become embodied within elite pol-
icy networks, political parties and the like. Even if discourses may attain
a seemingly hegemonic power to underwrite institutions, this fact does
not imply that identical beliefs are held by all members of society. Rather,
discourses reflect conflicting aggregations of beliefs as they become in-
tegrated through interdependent efforts at collective action. They form
common terms of reference and vocabulary of motives within a particular
network of actors with influence over public policy (Knoke et al., 1996).
This line of argument is also taken up by Jabko’s (2006: 8) notion of ‘strate-
gic constructivism’ – here the political and strategic use of ideas, rather
than ideas themselves, is the primary engine of change. Thus for Jabko the
revival of European integration was not the inevitable outcome of market
globalization or regional integration, but rather the product of a political
strategy by actors (especially the Commission) who used market ideas as a
way to compensate for insufficient power. Likewise, reform efforts around
the world are often framed in terms of overarching neoliberal ideologies
(Soederberg et al., 2005).

Discourse coalitions and strategic constructivism are, in our view, quite
promising as it reinvigorates the CC literature with a neo-Weberian ap-
proach that integrates the material and ideational. Specifically, these per-
spectives incorporate an explicit, non-deterministic political dimension
into various theories of capitalist variety. Such a political model starts with a
theory of preference formation in which preferences grow out of the distinct
institutional configurations of different capitalisms, and yet they cannot be
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reduced to these configurations because interests must be symbolically ar-
ticulated and anchored in particular sets of values. A discursive approach
could then be incorporated into an analysis of the historical co-evolution
between preferences and their translation into outcomes (rules, policies,
etc.) or institutional change.

Transnational aspects of policy and politics

The final dimension of politics we wish to highlight is the supranational or
transnational. Work on this subject suggests several perspectives for link-
ing the CC literature more explicitly with international political economy.
One view is that transnational institutions and rules are ultimately made
and implemented by national actors. Thus the role of transnational politics
can still be usefully analyzed within national arenas (Whitley, 2005, 2007).
Another view is that transnational actors and processes are autonomous
and lead to outcomes not strictly desired by, or under the control of, na-
tional political actors (Jabko, 2006; Posner, 2005). This rapidly expanding
literature on transnational governance suggests that national states must
now be seen as but one (albeit very important) actor among many within
the multifaceted and multilayered policy networks that are producing all
kinds of rules governing economic activity. Such rules are often in the form
of ‘soft law’ – standards, norms, guidelines – and often made in ways that
skirt or marginalize domestic political processes and interest groups (Djelic
and Sahlin-Andersson, 2006).

In the CC literature the impact of transnational actors and processes
generally continues to be treated as an exogenous source of change for na-
tional capitalisms. We suggest here that the kind of coalitional, statist, and
discursive analyses discussed above have to be broadened to incorporate
multiple levels of politics. Within the literature on the EU, for example, a
growing body of work explores the linkages between domestic political
coalitions and interstate politics (Callaghan and Höpner, 2005). Regional
integration may likewise constrain state capacities and thereby influence
policy developments domestically. Discourse on policy has become sim-
ilarly international, influencing both policy debates and the diffusion of
managerial practices across countries – such as debates over ‘shareholder
value’ (O’Sullivan and Lazonick, 2000). Taken together the changing in-
ternational context is a significant driver of institutional change, such that
Höpner and Schäfer (2007) argue that the newer market liberalization ef-
forts of the EU are no longer compatible with CMEs, thus threatening the
latter’s comparative institutional advantage.

Clearly CC scholars have much more work ahead to better understand
the political dynamics of modern capitalism and ultimately the future via-
bility of institutional diversity and prospects for new socio-economic alter-
natives. The growing salience of BRIC economies and post-socialist forms
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of capitalism will only increase this demand for an understanding that
studies institutions from an integrated social, economic and political per-
spective. In fact, to the extent that societies wish to have choices between
different models of capitalism, future institutional development will re-
quire a much greater understanding of politics itself.
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NOTES

1 ‘Logic’ means the typical strategies, routine approaches to problems and shared
decision rules that produce predictable patterns of behavior by actors within
the system.

2 The wage–labor nexus encompasses the organization of work, stratification of
skills, mobility of workers within and between firms, principles of wage forma-
tion and disposal of wage income.

3 Complementarity may be defined as situations where the difference in utility
between two alternative institutions U(x′) - U(x′′) increases for all actors in
the domain X, when z′ rather than z′′ prevails in domain Z, and vice versa. If
conditions known as ‘super-modularity’ exist, then x′ and z′ (as well as x′′ and
z′′) complement each other and constitute alternative equilibrium combinations
(Aoki, 2001).

4 The authors only briefly further differentiate between two sub-types of CMEs:
in industry-coordinated economies, such as Germany, coordination takes place
within the industrial sector or branch, whereas in group-coordinated economies,
such as Japan or South Korea, coordination takes place across groups of com-
panies.

5 Alliance capitalism, such as in Germany and Japan, involves elaborate horizon-
tal linkages between institutional domains, and cooperation across the bound-
aries of firms. Dirigiste capitalism, as in France and South Korea, has institutional
domains connected by the subordination of the private economy to centralized
political influence. Finally, family capitalism such as in Italy or Taiwan is typi-
fied by smaller firms that are strongly segmented across the lines of personalistic
family networks.

6 Each of his domain typologies is fairly complicated, producing four to six types
or clusters of countries within each domain; this produces a relatively large and
complex matrix of theoretically possible combinations of institutions.

7 This categorization nonetheless overlooks important differences between
Britain and the US, such differences in the relative importance of codes vs.
law in market regulation or even substantively different policies such as in the
area of takeover markets or welfare states. Moreover, the term ‘market-based’
fails to describe important elements of the US economy, such as the important
legacies of state and military intervention for the development of its innovation
system.

8 Relatively little attention is paid to econometric comparison of company per-
formance using accounting data.
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9 Or as Peter Hall (1989: 383–4) describes, policy discourse and related political
coalitions are ‘based on the networks of associations that relate common political
ideas, familiar concepts, key issues, and collective historical experiences’.
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Cioffi, J. W. and Höpner, M. (2006) ‘The Political Paradox of Finance Capitalism:
Interests, Preferences, and Center–Left Party Politics in Corporate Governance
Reform’, Politics and Society, 34: 463–502.

Crouch, C. (1993) Industrial Relations and European State Traditions, Oxford:
Clarendon Press.

Crouch, C. (2005) Capitalist Diversity and Change. Recombinant Governance and Insti-
tutional Entrepreneurs, Oxford: Oxford University Press.

Crouch, C. and Streeck, W. (1997) Political Economy of Modern Capitalism: Mapping
Convergence and Diversity, London and Thousand Oaks, CA: Sage.

Crouch, C., Streeck, W., Boyer, R., Amable, B., Hall, P. A. and Jackson, G. (2005)
‘Dialogue on “Institutional Complementarity and Political Economy”’, Socio-
Economic Review, 2: 359–82.

Culpepper, P. (2007) ‘Eppure, non si muovo: Legal Change, Institutional Sta-
bility and Italian Corporate Governance’, West European Politics, 30: 784–
802.

David, P. (1985) ‘Clio and the Economics of QWERTY’, American Economic Review,
75: 332–7.

Deeg, R. (2005) ‘The Comeback of Modell Deutschland? The New German Political
Economy in the EU’, German Politics, 14: 332–53.

Deeg, R. (2007) ‘Institutional Complementarity and Change in Capitalist Systems’,
Journal of European Public Policy, 14: 612–23.

Deeg, R. and Jackson, G. (2007) ‘Towards a More Dynamic Theory of Capitalist
Variety’, Socio-Economic Review, 5: 149–80.

Djelic, M.-L. (1998) The Post-War Transformation of European Business, Oxford: Oxford
University Press.

Djelic, M.-L. and Sahlin-Andersson, K. (eds) (2006) Transnational Governance: Insti-
tutional Dynamics of Regulation, Cambridge: Cambridge University Press.

Dore, R. (1973) British Factory, Japanese Factory. The Origins of National Diversity in
Industrial Relations, Berkeley, CA: University of California Press.

Dore, R. (2000) Stock Market Capitalism: Welfare Capitalism: Japan and Germany versus
the Anglo-Saxons, Oxford and New York: Oxford University Press.

Ebbinghaus, B. and Manow, P. (eds) (2001) Comparing Welfare Capitalism.Social Policy
and Political Economy in Europe,Japan and the USA, London: Routledge.

Evans, P. B. (1995) Embedded Autonomy: States and Industrial Transformation, Prince-
ton: Princeton University Press.

Ferner, A., Almond, P. and Colling, T. (2004) ‘Institutional Theory and the Cross-
national Transfer of Employment Policy: The Case of “Workforce Diversity”,
in US Multinationals’, Journal of International Business Studies, 36: 304–21.

Gilson, R. J. (2000) ‘The Globalization of Corporate Governance: Convergence of
Form or Function’, Columbia Law School, Center for Law and Economic Stud-
ies, Working Papers, No 192.

Gourevitch, P. A. and Shinn, J. (2005) Political Power and Corporate Control: The New
Global Politics of Corporate Governance, Princeton: Princeton University Press.

Granovetter, M. (1985) ‘Economic Action and Social Structure: The Problem of
Embeddedness’, American Journal of Sociology, 91: 481.

705

D
o
w
n
l
o
a
d
e
d
 
B
y
:
 
[
T
e
m
p
l
e
 
U
n
i
v
e
r
i
s
t
y
]
 
A
t
:
 
1
8
:
4
6
 
2
3
 
O
c
t
o
b
e
r
 
2
0
0
8



REVIEW OF INTERNATIONAL POLITICAL ECONOMY

Hall, P. A. (ed.) (1989) The Political Power of Economic Ideas: Keynesianism across
Nations, Princeton: Princeton University Press.

Hall, P. A. (2007) ‘The Evolution of Varieties of Capitalism in Europe’, in B. Hancké,
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