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Abstract
The debate on the European social model has mostly been limited to the welfare system. In this paper, I discuss the broa​der socio-eco​no​mic dimension as put forward in the literature on varieties of capitalism. Distinguishing ideal-typical li​be​ral, corpo​ra​tist, statist and meso-com​mu​nitarian ca​pi​​​ta​list va​rie​ties I analyse the socio-eco​no​mic per​for​man​ces of national ca​pi​ta​lisms ap​pro​ximating one or more of these ideal types and put the ques​tion of the Euro​pe​​an so​ci​o-eco​no​​mic model into this framework. It is a normative ques​tion because European ca​​​pi​ta​​​​lisms are di​​​verse and a ‘mo​​del’ has to be determined norma​tive​ly. The po​li​tical eco​​​no​​mies with the over​all best performance profile are those that, par​​ti​​cularly in Scan​dinavia, more or less approximate the corporatist type. 
Longer Abstract

The debate on the European social model has mostly been limited to the welfare system. In this paper, I discuss the broa​der socio-eco​no​mic model as put forward in the literature on va​ri​e​ties of capitalism that al​so in​clude the institutional struc​tures of corporate governance and the capital-labour re​la​tion​ship. Distinguishing ideal-typical li​be​ral, corporatist, statist and me​so-communitarian ca​pi​​​ta​list va​rie​ties I analyse the socio-eco​no​mic performances (in terms of employ​ment, in​e​qua​lity, po​verty, GDP growth, innovation, en​vi​ron​men​tal care) of national ca​pitalisms ap​pro​ximating one or more of these ideal types and put the ques​tion of the Euro​pe​​an so​ci​o-eco​no​​mic model into this framework. It is a normative question because European ca​​​pi​ta​​​​lisms are di​​​verse and a ‘mo​​del’ has to be determined normatively. The po​li​tical eco​​​no​​mies with the over​all best performance profile are those that, like those of Austria, the Ne​​ther​​lands and par​​ti​​cularly Scan​dinavia, more or less approximate the corporatist type. This type qua​lifies best for the European variety of capitalism in the sense of a socio-eco​no​​mic model Fi​nally, I briefly exa​​mine the pro​blems of establishing po​li​ti​​cal eco​no​mies ap​proximating this type all over Eu​rope.
The European Social Model as Normatively Established Ca​pi​ta​listVariety
The European social model has always been conceived as an order dif​fe​rent from the strongly liberal US social model. In the current crisis of a capitalism that has been on a liberalization move since the late 1970s this Eu​​​ropean social model is more than ever required. By con​cen​tra​ting on welfare arrangements proper the ESM has a restricted character, however. As al​ter​na​tive to a dis​tinc​​tively liberal capitalism a broader Eu​ro​pe​an socio-economic model is re​quired instead, one in the sense of a spe​ci​fic variety of capita​lism also including in​dus​trial re​la​​​tions and the organization of companies and the la​bour  market.
Empirically, the European va​riety of capitalism does not exist; national capitalisms or po​litical eco​no​mies are diverse (I will use these con​cepts as sy​nonyms). Therefore, a Europe​an capitalist variety has to be con​ceived normatively, though parts of or entire empirical po​​​li​ti​​cal econo​mies might be identified as (approximately) mee​ting the cri​teria of the norma​tive con​​struction. The main​stream dicho​to​​my of liberal versus coordinated capitalist varieties can hard​ly contri​bute to the construction of a European variety. This task requires a more diffe​ren​tiated typo​lo​gy. The one elaborated in the next section consists of four varieties: liberal, sta​tist, cor​po​ratist and meso-com​mu​​nita​ri​an with space for social democra​tic and conservative sub-types. These are ideal types in the analytical sense that have to be distinguished from em​pi​ri​cal political eco​no​mies; the latter on​ly ap​pro​xi​mate the ideal types.
As criteria for the normative assignment of a European capitalist variety I will take the largely undis​pu​ted socio-economic goals the European Union has formulated in, e.g., the Lis​bon Treaty such as high employ​ment, competitiveness, environmental care and social se​cu​ri​ty. The task thereafter is to identify the na​​tio​nal political economies that per​form best in terms of these criteria. The ideal-ty​pi​cal capitalist va​ri​ety most approximated by the best-performing na​​tional capi​ta​lisms will be assigned the status of European so​cio-eco​no​mic mo​del. This va​ri​e​ty is the neo-corporatist one because the small, largely cor​po​ra​tist countries in North​west Eu​rope (in Siaroff’s corporatism scale from 1 to 5 they, ex​cept Bel​gi​um, score 3,5 or higher; Au​stria, Nor​way and Sweden score about 5
) perform best. This is particularly true for the Scan​di​na​​vi​an countries ap​pro​xi​ma​ting the social democratic sub-variety of corporatist capi​ta​lism.
The remainder of the text will briefly address the con​ditions of the realization of cor​po​ratist ca​pi​ta​lism as Eu​ro​pean so​cio-eco​no​mic mo​del. The differentia spe​ci​fi​ca of the paper how​ever is the broadening of the concept of a European Social Model and the inclusion of the tar​get of competitiveness into the comparative analysis.
Empirically diverse capitalisms and ideal-typical coordinates

There are considerable dif​fe​rences between national capitalism with sometimes a strong role of the state, some​times corpo​ra​tist co​ope​ra​tion or clientelist in​fil​tration and some​times frag​men​tation of the eco​nomy into large bu​si​ness groups. Capitalism may com​bine with a social-de​mocratic environment, a conservative one and with au​tho​ri​ta​ri​an regimes. Under​stan​dab​ly, many cri​ti​cisms hold that the ca​te​go​ry of co​ordinated ca​pi​ta​lism is too broad and that it has to be sub-di​vi​ded. Typologies have to sim​​pli​​​​fy empirical reality, but they also have to reflect fun​​damental dif​ferences.

What are the criteria a typology of capitalist varieties has to be based upon? They have to be cho​sen prag​ma​tically be​cause ob​jec​tive meta-criteria for this se​lec​tion do not ex​ist. Hall and Sos​kice’s criteria (2001: 6) are the seven in​​s​titu​tio​nal com​ponents of capi​ta​lism they de​tect: in​dus​​​​​tri​al re​la​tions, cor​​po​​​rate go​​ver​​nance, in​ter-firm re​la​​tions, em​plo​y​​​er - em​​plo​​y​ee re​​la​tions wi​th​in firms, trai​​​​ning and edu​​ca​​tion sys​​tems, the level of social pro​tec​tion, pro​​duct mar​​​​ket re​gu​la​​tion. Ama​ble’s list (2003: 173ff; more limited) as well as those of Hol​​​lings​​​worth and Boyer (1997: 2; broader) and Schmidt (2002: 107f) are similar with the latter of​fe​ring three simple yet com​pre​hensive cri​te​ria: 1) the structure of bu​​​​si​ness relations, 2) the re​la​tions bet​ween go​vern​ment, firms and la​​bour, and 3) the re​la​tions bet​ween ca​pital and la​bour.

Because of the sim​​pli​fication maxim the number of criteria should be li​mi​ted. Re​sem​b​ling Schmidt’s I propose to chose a few core cri​​​te​ria poin​ting to fun​​da​men​tal and over​ar​ching features of capitalism and dis​tin​guishing it from ot​her politico-eco​no​mic for​ma​tions like feudalism or state socialism. Such criteria are:

I. The relationship between capital and labour involving those bet​ween un​ions and em​ploy​​ers as well as between ma​nagement and em​ploy​ees, relating to corporate gover​nance and connecting to the firm – in​ves​​tor and stake​holder – share​holder re​la​tions.

II. The relation between politics and economy including the welfare system dimension, em​ployment protection, product-market regulation, priva​ti​za​tion/na​tiona​li​za​tion of com​pa​nies and business sectors, the re​gu​la​tion of wa​ges and pro​fits, supply and de​mand, and, related, the scope and cha​rac​ter of economic policy.

Cul​​ture and ide​ologies could be given the sta​tus of a sepa​rate cri​​te​rion when they add up to the capital – labour and state – market re​la​tions. Sometimes they do, sometimes they do not.
 Since adding this fragile cri​​te​ri​on would threaten the sim​pli​city maxim we should only use it for ideal-ty​pi​cal sub-va​ri​e​ties of capi​ta​lism and cir​cum​scribe it as:

· The normative orientation of a political economy that is about ‘core’ norms – what is considered ‘normal’ in a political economy – and basic ide​o​lo​gi​cal principles.
A number of proposals for non-dichotomous ty​po​lo​gies have been made (for this and the following see extensively xxxx, chapter 3). These typologies make sense when they:
· Reflect criteria like those just mentioned,

· Are not static by definition, which is the case in geographically termed ty​po​​lo​gies (or could a Nordic political economy move into Mediterranean direc​tion?) and
· When no mixed types are constructed – reality is mixed (and changing), types are not – and

· Cases are distinguished from ideal types where the former only ap​pro​xi​mate the latter. Clas​si​fi​cations, where cases belong to types, conceal sometimes con​​si​derable dif​​fe​ren​ces between cases – e.g. bet​ween the ‘liberal’ US and Canada – and do not leave space for change other than the rad​ical jump from one type to anot​her.

Typologies worth consideration are those of Boyer (2004: 13f) and Schmidt (2002: 107ff). Bo​yer draws distinctions between four va​ri​e​ties: market-based, so​cial de​​mo​​​cra​tic, statist, and meso-cor​po​ratist the lat​ter of which pointing to the co​ope​ration of la​bour and capital within (large) companies as well as between com​pa​nies in dif​fe​rent bran​ches as it exists in East Asian countries. Boyer does not distinguish ideal types and ca​ses, however. Vivien Schmidt does. Wri​ting in terms of coun​​​​tries co​ming ‘close’ to the ideal types with no one ‘en​tire​ly fit​ting’ she is the on​​​ly pro​mi​nent au​thor pre​​sen​ting a non-dichoto​mous ideal type-based ty​po​lo​gy. Her ty​po​lo​​gy of European varieties of ca​pi​talism consists of the types of mar​​​​​ket ca​pi​​ta​lism, state capita​lism and ma​naged ca​​​pi​ta​lism.

We do not need to re-in​​ven​t the wheel in this field and can take types already cir​cu​la​ting in scholarly discussion. Al​though Bo​yer does not work with ideal type-based typologies I will adopt from him and Schmidt three types of em​bed​ded capitalism: sta​tist, social de​mo​​cra​tic​/ma​naged and me​so-cor​​​po​ratist, which I would like to re-name into statist, corporatist and, to avoid ha​ving the con​​​cept of corporatism twice in a row, group or meso-communitarian ca​pitalism. The pic​​ture of the ty​po​logy and of national political economies most ap​pro​xima​ting the ideal types is this:

1) The liberal type. Here the mar​​ket governs every as​pect of the economy and politics un​re​strictedly fa​ci​li​tates pri​vate pro​perty and the mar​ket – apart from regulations regarding issues like hu​man safe​ty, the provision of re​sidual so​cial security and the legal as well as in​fra-structural framework. The capital – labour re​lation is lar​ge​ly individualized and ad​​​versarial. Un​​i​ons and em​ploy​​ers as​so​ci​a​tions are weak, and both la​bour and com​​pa​nies are hig​h​ly com​​​modified. Share​​holders and private owners are the only stake​hol​ders. Po​​​litical eco​​​no​​mies most, to different degrees, ap​proximating this ideal type are those of the An​g​lo-Sa​xon countries plus those of Ireland and Swit​​​zerland. Other ca​pi​ta​​list coun​​tries al​so fea​​ture strong liberal traits, however. Otherwise they would not be c​api​ta​list.
2) The statist type where market regu​la​tion is restricted by a state attempting to determine the economy’s overall direction. The state is a pro​mi​nent stake​hol​​der that is as​sumed to know best the com​mon interest. Statism does not di​rect​ly in​form about the level of wel​fare and the character of the ca​pi​tal–la​​bour rela​tionship, but a hi​e​rar​chi​cal or​ganization of com​panies with li​m​i​ted worker rights fits best. So​​cial de​mo​cra​tic sta​​tism is not im​pos​​sib​le, how​​ever. France has tra​di​tionally been the political eco​nomy most approa​ching this ideal type, al​​though sta​tist fea​​tures have also been strong in other European, par​ticularly Medi​ter​ra​nean, and East Asian coun​tries. Even the most li​be​ral po​litical eco​​nomies are statist to some degree.

3) The corporatist type first of all defines the insti​tu​tio​nalized co​ope​​ration of capital and la​​​bour. Apart from wage bargaining it consists of negotiations of the relevant peak or​ga​ni​​zations on long-term so​cio-eco​no​mic targets in terms of the com​mon interest. Cor​po​ra​​​tist regu​la​tion par​​tial​ly cor​rects mar​ket regulation. So​c​ial secu​ri​ty and in​​come in​equa​li​ty are al​so on the agen​da, notably when the state di​​​rect​ly takes part in the nego​ti​a​tions. The com​mitment of the main socio-eco​​no​​mic players to pragmatism, con​​sen​su​a​lism and the com​​mon interest, however con​tes​ted it may be, is an un​derlying as​​​pect of cor​poratism. Labour and politics are stake​hol​ders in this sys​tem, and the for​mer also has a voice in com​pa​nies. The po​litical eco​no​mies most ap​pro​​xi​ma​​ting this type are those ana​lyzed in the Alpine, Benelux and Scandinavian countries.

4) The group or meso-communitarian type. The distinctive fea​ture is the or​​ganization of firms and net​works of firms (bringing to​get​her in​​dustry, fi​​nances and trade services) as com​mu​​nities or groups. It is most ap​pro​ximated
 in East Asian countries like Japan and South Korea. I want to confine myself to this brief indication because this type is not so relevant for the subsequent argument.
Based on the normative criterion social de​mo​cratic and con​​​servative sub-varieties of sta​tist and corporatist capitalism
 can be constructed (less relevant here is the clien​te​list sub-va​ri​e​ty; ap​proximated in Mediterranean countries). In the social demo​cra​tic sub-variety equality of con​​d​i​tion and participation of labour in com​​pa​ny deci​sion-ma​​king is stressed, in the con​ser​va​tive sub-variety care of ‘the weak’ by ‘the strong’ and har​mo​​ny are cen​​tral va​lues. Both may bring about generous welfare systems and redistri​bu​​tion, though in the latter sub-type this is no systemic feature. In historical perspective, Scan​​​di​​na​vian versus continental ex​amples illus​trate this divide, while in the statist field French his​tory has been one of social-de​mocra​ti​za​tion (and recently of li​​be​ra​lization).

Figure 1 presents the four-type typology as a graph with space for drawing locations of em​pirical capitalisms as specific hybrids. In the figure this is done with ima​​​ginary cases being strongly liberal, statist, cor​po​​ratist and meso-communitarian. At the point of intersection of the lines the value is zero for each di​rec​tion meaning that there is nei​ther a continuum from li​beral to statist nor from cor​po​ratist to meso-communitarianism (with five ide​al types this would directly be vi​sible). The axis representing the liberal direction is lon​​ger than the other ones because it has to il​​lus​trate that even the least liberal ca​pi​ta​lism is still to a considerable de​gree liberal. Ca​pi​ta​lism is liberal by definition, however em​bed​ded. Capitalism is al​​so sta​tist by definition, but basic statism is con​ditional (the law, pu​blic order, money) and his​to​ri​cal​ly, territorial states with a power centre were con​di​tio​nal for the emergence of ca​pi​ta​lism. As a ge​ne​rally con​di​tio​nal en​ti​ty, basic statism does not need to be taken into account in the fi​gure. 
Figure 1: Imaginary cases in the four-directional typology most approximating the li​be​ral, corporatist, statist and meso-communitarian type of capitalism respectively*
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* The longer liberal axis reflects the basically liberal nature of capitalism. At intersection the value is zero for each di​rec​tion.

A normative European Variety of Capitalism
Before inquiring which of the national political economies do best meet the criteria of the European socio-economic model and which of the four types they most approximate we have to outline the concept of the European socio-economic model and to determine its crite​ria.
The socio-economic model builds forth on the older Eu​ropean social model. Very ear​ly ideas of a sort of social model for the Europe still to be built had been for​mu​la​​ted by Guy Mol​let in 1956 (Scharpf 2002: 646) – in a context still con​siderably shaped by the post-crisis and post-World War II ideological climate of that time. The theme only returned to the agen​da when, in the 1980s and 1990s, the process of European integration had developed into the stage of the re​a​li​zation of the single Europe​an market. Against this background Jacques De​lors, then chair​​man of the European Commission, launched the idea of a Eu​ro​pe​an social mo​del the main feature of which would have to be its difference to the Ame​ri​can mo​del (Jespen and Serrano Pascual 2005: 234) – an aspect that has remained central to the con​cept since then. Important has also been a White Paper on Social Policy of the European Commission (1994) defining the ESM as a set of common values such as equal oppor​tu​ni​ties for all, social di​a​logue, social security and soli​da​ri​ty as well as the com​mitment to de​mo​cra​cy and personal freedom. In the Lis​bon Treaty of 2000 then, the scope of the ESM broa​dened by stressing edu​​ca​tion, innovation and com​pe​ti​tive​ness. Eu​ropean economies should have to be so​cial as well as competitive and pro​vi​de for sus​tained eco​nomic growth and em​ployment. This broa​der concept is also re​flec​ted in the relevant li​te​rature at that time (Esping-An​der​sen 1999, Fer​re​ra et al. 2001, Black 2002, Scharpf 2002, Whitehead 2003). Someone fi​nal​ly to be men​tioned is Anthony Giddens (2006) who, in line with the New Labour philosophy, plea​ded for a reformed European social model where the liberal values of indi​vi​dual responsibility and fle​xibility al​so have an im​portant place.
The discussion of the ESM is sometimes somewhat elusive because it is not always clear whe​ther it is about empirical reality or a normative model. Empirically, the ESM does not exist, neither in the narrower nor in the broader sense. As compared to the United States and contemporary Britain, common features of continental European po​li​tical economies might be a higher degree of state reliance and a lo​​wer stress of individual res​ponsibility. For the rest diversity colours the pic​ture, however: The British and Irish political economies that have strongly liberalized in recent decades, the Scandinavian ones that still show very clear social democratic traits, the proper “Rhineland” capitalisms of Austria, Ger​ma​ny, the Nether​lands and Switzerland with their rather conservative corporatism (though Switzerland also scores high in the liberal dimension), French capitalism with its statist legacy, and the Medi​ter​ranean political economies with their considerable clientelist impact. Of the emer​ging Eas​tern European capitalisms at least two groups could be added: One (including the Czech Re​pu​blic, Slovakia, Slovenia, Hungary and Poland) moving into directions of cor​po​ra​tism and sta​tism and another group (the Baltic states) that decidedly has taken the neoliberal route – though to some degree all countries have done this since the early 1990s.

Since it is not a type commonly approximated by the European political economies, the European variety of capitalism must be a normative entity – a model in the strict sense. As indicated, the relevant criteria to be met are those formulated in the Lisbon Treaty and similar do​cuments. Such a model might be con​struc​ted by mixing elements from several em​pi​ri​cal po​li​​ti​cal economies with new​ly invented ones, but it can also be established by attaching no​r​ma​tive sta​tus to the ideal-typical capitalism that is approximated by the best-performing em​pi​ri​​cal​ political economies. The latter way, with some openness to the one mentioned before, is the way chosen here. 
That the European social/socio-economic model have been defined in contrast to neo-li​beralism does not mean that the latter position has to be rejected in all of its aspects. Ca​pi​talism is basically liberal and are li​berals right by stres​​sing that welfare benefits or income ta​xa​tion should neither un​​der​mine em​ploy​​ment nor competitiveness and that benefits should not be unconditional. Their cri​ti​cal argument is that there is a trade-off between generous wel​fare, em​​ployment pro​tec​tion and pro​gres​sive, re​dis​tri​butive, taxa​tion on the one hand and the em​ploy​ment rate and com​​pe​ti​tiveness on the other. Sup​porters of the European variety of capi​ta​lism have (empirically) to de​mon​strate, therefore, that this latter argu​ment is not generally true and that the different tar​gets can be con​ci​liated. And since the en​vi​ron​ment has become a cen​tral issue they also have to make the case for the con​ciliation of so​cio-economic and envi​ron​mental objectives. In sum​, what a Eu​ropean So​cio-economic Model has to accom​plish is the combination of:

· high employment

· good, conditional, benefits for those who have lost their jobs or are unable to work

· limited material inequality (also between the sexes), a reasonable equality of condition

· competitiveness and sustained economic growth

· protection of the natural environment.
Performances: Who does best meet the criteria?
 As best performers since 1990 one could expect the countries appro​xi​ma​ting the li​be​ral type because liberalization was the politico-eco​nomic slogan of the past de​cades. Best performers have been the small countries approxi​ma​​ting the cor​poratist type (Al​pine countries, Benelux and Scandinavia), par​ti​cularly Den​mark, Finland and Sweden. Except Belgium all strongly cor​​poratist coun​tries have me​di​​um to high em​ployment rates, their inequality and poverty rates are re​la​​tively low, all of them except Swit​zer​land have had high growth rates of pro​ductivity and of GDP per ca​pita, their care for the en​vironment is more serious than ave​rage and half of them be​long to the most inno​va​tive and in that sense most com​petitive coun​tries in the world. Ta​ble 1 (taken from Becker 2009: 130) summarizes these facts.
	Table 1: Countries ordered by approximated variety of capitalism and by socio-eco​no​mic per​​formances 1992-2006 (GDP and productivity growth) and in the mid-2000s (innovative capacity, em​ploy​ment and welfare)

	Approximately Liberal

H                              M                           L
	Approximately Corporatist

H                             M                             L

	-
	CAN, CH, UK, US
	AUS, IRL, NZ
	DK, FIN, SE
	A, GER, NL, N
	B

	Approximately Statist

H                              M                            L
	Approximately Meso-communitarian
H                              M                             L

	-
	-
	F, ESP; very low: I
	-
	J
	-


More​over, these countries are richer – mea​​sured in GDP per ca​​pi​ta – than all An​​glo-Saxon coun​​tries ex​cept the US and some of them roughly equal the US in GDP per hour (ibid: 124). On single aspects the cor​po​ratist ‘smalls’ are more or less equalled by ot​her countries – with respect to eco​nomic growth by most Anglo-Sa​xon eco​nomies, with re​​s​pect to in​no​va​tion and com​petitiveness by Ger​ma​ny, Ja​pan and the US; regarding em​ploy​ment by the Anglo-Sa​xon countries and Japan – but they de​mon​​strate that top per​for​mances are possible with​out strong libera​li​za​tion.

This is particularly true for Scan​dinavia that, except oil-pro​du​cing Nor​way, belongs to the top-per​for​mers in every respect. The Scandinavian countries also feature the highest fe​male employment rates, rela​tive​ly low gender-related inequality and a form of stakeholder ca​pi​talism featuring a com​pa​ra​tive​ly high level of co-determination. In Denmark, Norway and Sweden it is most pronounced (and comparable to Austria and Ger​ma​ny), while in Finland (as in the Ne​ther​​lands) is some​what less developed (cf. Jackson 2005: 4; in countries with a low to ne​glec​t​able level of corporatism co-determination is only mar​ginal or non-existent). Suffice to add that this does not mean that everything shines bright in Scan​di​navia.
Already in the 1970s and 1980s Sweden and Denmark enjoyed considerable at​ten​tion as ‘mo​dels’ of a third way between capitalism and socialism, Denmark has been the model country since the mid-1990s for those who have not been charmed by Anglo-Saxon libe​ra​li​zation, Finland (that, as Swe​den, experienced a se​vere economic crisis in the early 1990s) joined the model club at the same time in the late 1990s that Sweden had a strong come-back. And while other countries fell into a period of stagnation in the recent years up to 2006 Scan​di​na​via showed robust growth, took the lead in inno​va​tion, main​tained its welfare states, and found its way back to high em​ployment – al​though in the cases of Fin​land and Sweden not at the levels of the 1980s. After the middle of 2008 the Scandinavian eco​nomies where hit as hard as or even harder than other western economies by the global f​i​nan​cial and economic crisis (on an annual basis, Swedish GDP went down by 6,5 percent in the first quarter of 2009 – Press release of Statistics Sweden on May 29) but these deve​lop​ments have not been home-made and at this moment – summer 2009 – it is too early comparatively to eva​lu​ate them.
Performances in detail: Employment and social goals

The high employment level is the most remarkable aspect of the Scandinavian political eco​no​mies. With the ex​cep​tion of Finland it is about 75 percent (see Table 2) of the wor​king age po​pu​la​tion (15 to 64 years). Only the Netherlands, qualified by a ve​ry high number of part-time jobs, Switzerland (runner-up in part-time jobs), and the Anglo-Saxon countries reach any​thing like this level. In strong con​​trast stand France, Italy and Belgium, while Austria and re​cently Ger​many have reached the upper mid​dle band and achieved Finnish levels. The picture is simi​lar with respect to un​em​ployment. Again, Finland performs somewhat worse. It still struggles with the crisis of the 1990s when not only, as in Swe​den, house pri​ces and demand col​lapsed, but the im​men​se​ly im​por​tant Soviet market largely declined. GDP fell and unem​ploy​ment rose ra​pid​ly. Since about 1995 Fin​land has improved continuous​ly on all fronts (Ki​an​der 2005).

Scandinavian long-term unemployment is also lower than in most European coun​​tries. Austria is an exception here, but many po​ten​tial long-term unemployed are probably hidden in a very high early retirement rate. This suggests that em​ployment rates are more rele​vant indi​ca​tors than unemployment rates, because in cases of high em​ployment hid​den un​em​ploy​ment in ear​ly retirement and disability schemes is naturally lo​wer, as is the number of those dis​​cou​raged from seeking em​ploy​ment. In Scan​di​na​via, em​ploy​ment of wo​men and of per​sons older than 55 is very high – the latter is nearly 50 per​​cent hig​her than in Belgium, Germany and the Netherlands and about twice as high as in Aus​tria, France and Italy. As a con​se​​quence, the pro​​blems with pension financing and unemployment among older wor​kers are less severe in Scan​dinavia than elsewhere in Europe. Re​flec​ting ex​ten​sive child​care fa​ci​li​ties the female part-time em​ployment rate is also relative​ly low, less so in Nor​way but above all in Fin​land, thereby qua​​lifying this country’s some​​what lo​wer em​ploy​ment rate. Gi​​ven that the gap between wo​men’s and men’s wages is smal​ler than the Euro​pe​an ave​rage (European Com​mission 2003), one may con​clude that wo​men have attained eco​no​​mic inde​pen​​dence – at least to some ex​tent.

Table 2: Employment: General, Women, Part-time (PT), Public Sector (PS), Full-time Equi​valents (FTE), standar​​​di​zed Unemployment (SUR), Long-term Unem​ploy​ment ( ≥ 1 Year) in PercentPRIVATE 

                    Employment rate, 15-64 year          FTE     Employment rate     SUR    LTU

                   General            Women      Women,PT       15-24  55-64   PS

             1983   1990   2007    1990   2007    2007   1999   2007   2007   2005   2007   2007

----------------------------------------------------------------​--------------------------------

Australia    62,5   67,9   72,9    57,0   66,1    38,5    56    64,2   56,7     -    4,4    15,5

Austria      62,9   65,5   71,4      -    66,4    31,5    64    55,5   38,6   12,9   4,4    26,8

Belgium      53,5   54,4   61,6    40,8   54,9    32,9    53    26,8   33,8   18,3   7,5    50,0

Canada         -    70,3   73,6    62,7   70,1    26,1    63    59,5   57,1     -    6,0     7,5

Denmark      71,8   75,4   77,3    70,6   73,3    23,9    70    67,4   58,7   30,4   3,8    18,2

Finland      73,2   74,1   70,5    71,5   68,5    15,5     -    46,4   55,0   25,6   6,9    23,0

France       62,0   59,9   64,4    50,3   59,8    23,1    56    31,2   37,9   23,0   8,3   #42,2

Germany      62,2   64,1   68,9    51,2   62,9    39,2    59    44,9   52,0   11,1   8,4    56,6

Ireland      54,0   52,1   69,0    36,6   60,3    35,6    56    48,8   54,1   12,0   4,6    30,3

Italy        55,0   52,6   58,7    36,2   46,6    29,9     -    24,7   33,8   16,0   6,1    49,9

Japan          -     -     70,7      -    59,9    32,6    61    41,4   66,1    8,7   3,9    32,0

Netherlands  52,0   61,8   74,1    47,5   68,1    60,0    58    65,4   50,1   11,0   3,2    41,7
New Zealand  61,6   67,3   75,4    58,5   69,0    34,7    60    58,7   72,0     -    3,6     5,7
Norway       73,9   73,0   76.9    67,2   74,0    31,6     -    55,1   69,0     -    2,6     8,5

Spain

-    51,1   66,6    31,6   55,5    20,9     -    42,9   44,6   15,0   8,3    27,6

Sweden       80,2   83,1+  75,7    81,0+  73,2    19,7    66    46,3   70,1   31,7   5,1    13,0

Switzerland    -    78,2   78,6    66,4   71,6    45,6     -    62,6   67,2     -    3,6    40,8

UK           67,0   72,5   72,3    62,8   66,3    38,6    61    55,9   57,4   18,8   5,3    24,7

USA          68,0   72,2   71,8    64,0   65,9    17,9    67    53,1   61,8   15,7   4,6    10,0

------------------------------------------------------------------------------------------------
+ statistical break after 1990; # 2006

Sources: OECD 2003: 175 and Statistical Annex, OECD 2006a: Statistical Annex OECD 2008a : Statistical Annex

Connected to high female em​ploy​ment the employment of almost one third of all wor​king people in the public sector (in Finland one quarter) is the most charac​te​ris​tic feature of the Scandinavian political economies. Most women are employed there, par​ticularly in labour-in​ten​sive health care, social services, and education.
The data of Table 3 show that the extent of limited employment contracts (temporary work) in Scandinavia is not lower than the continental European average (leaving apart Spa​nish). Its extent, together with the extent of part-time work, has however decreased during the past decade in De​n​mark, Finland and Norway. This is also true for Switzerland. In most other West European countries it has risen – slightly in Sweden too – while it has remained low in the Anglo-Sa​xon world (except Canada). It seems that em​ploy​ers regard flexwork less ne​ces​sa​ry when dismissal rules are flexible. In the low-wage sec​tor we have a reverse relation: it is big in the Anglo-Saxon coun​tries and small, even if it has slightly increased, in Scandinavia. A small low-wage sector is of course part of the ‘Nordic model’.

The employment-centred welfare state is supported by social benefits and a tax policy based on the principle of equality of condition. For ‘social citizenship’ this equality of con​di​tion is more important than equality of opportunity as stressed by liberalism. The Scandina​vi​an political economy and welfare philosophy implies the approval of the market but it is also cri​ti​cal of it. Corrections in accordance with the equa​li​ty principle are considered essential (Es​ping-An​dersen 1985). Social benefits are therefore high, in​come taxes progressive, and both toge​ther have a greater redistributive effect than the social systems of almost all other coun​tries.

	Table 3: Basic Social Data in % and indexed

	
	Tempo​rary work

1994   2004
	Low Wage sec​tor
1994   2004
	Gini-co-ef​ficient

Mid-2000s
	Decile ra​ti​o 9/5
2006
	Poverty rates#

Mid-2000s
	Replacement rates*
  Start     60 mon
2004
	Em​ploy-ment pro​tection**
2003

	Australia
	-
	-
	13,5
	13,6
	0,301
	1,90
	12,4/   1,0
	   45/  0      46
	1,2

	Austria
	6,0
	8,9
	-
	-
	0,265
	-
	  6,6 /  1,9
	   63/  9      57
	 2,2-

	Belgium
	5,1
	8,7
	13,3
	12,5
	0,271
	-
	  8,8 / -0,3
	   61/ u       61
	2,5

	Canada
	11,3
	12,8
	22,3
	22,3
	0,317
	1,87
	12,0/   2,5
	   63/  0      48
	0,8

	Denmark
	12,0
	9,8
	  7,3
	9,3
	0,232
	1,73
	  5,3 /  0,6
	   70/48      70
	1,8

	Finland
	18,3
	16,2
	-
	-
	0,269
	1,75
	  7,3 /  2,4
	   70/23      65
	2,1

	France
	11,0
	12,3
	13,9
	14,0
	0,281
	1,98
	  7,1 / -0,4
	   75/23      57
	2,9

	Germany
	10,3
	12,2
	11,6
	15,8
	0,298
	1,73
	 11,0 /  2,5
	   69/12      66
	2,5

	Ireland
	9,5
	3,5
	23,5            
	13,7
	0,328
	2,05
	14,8 /  4,4
	   49/15      64
	  1,3+

	Italy
	7,3
	11,9
	  8,1
	7,5
	0,352
	-
	11,4 / -2,8
	   54/  6      22
	  2,4--

	Netherlands
	10,9
	14,6
	11,0
	16,6
	0,271
	1,76
	7,7 /   0,6
	   74/24      66
	2,3

	New Zealand
	-
	-
	14,5
	14,7
	0,335
	1,79
	10,8/   2,4
	   56/  0      54
	1,5

	Norway
	12,9
	9,9
	-
	-
	0,276
	1,47
	 6,8 / - 0,3
	   68/36      56
	2,6

	Spain
	33,7
	30,4
	17,7
	15,2
	0,319
	2,14
	   14,1 /  1,9
	   67/21      49
	3,1

	Sweden
	14,6
	15,1
	5,7
	6,4
	0,234
	1,67
	     5,3 /  1,7
	   75/28      63
	2,6

	Switzerland
	12,9
	12,3
	-
	-
	0,276
	1,81
	 8,7 / 1,2
	   77/24      69
	1,6

	U.K.
	6,5
	5,7
	19,5
	23,4
	0,335
	1,98
	     8,3 / -1,5
	   54/  6      53
	1,1

	U.S.
	-
	4,0
	25,1
	23,3
	0,381
	2,30
	   17,1 /  0,4
	   54/  6      36
	0,7

	#  60 % of  median income. The figure after the dash gives the change in percentage points since the mid-1990s.
*  Average of different household types/income groups. The first column gives the replacement rate at the start of unemployment, and the benefit duration in months (u = unlimited); the se​cond column gives the percentage of last-earned income to be received as unemployment/social benefit after 60 months of unemployment.
** The higher the value (maximum 6), the stricter the protection; + or – indicate significant changes.
Sources:  Förster and Mira d’Ercole 2005; OECD 2006a (wage replacement); OECD 2004 (level of employment protection), Begg et al. 2007: 100 (deciles); OECD 2008c: 53 (Gini), 127 (poverty)
	
	
	
	
	0,381
	2,30
	               17,1 /  0,4


Denmark is the most ega​li​ta​rian country in social terms, followed by Sweden and, at some distance, Finland and Norway. Out​side Scandinavia, Austria and the Netherlands are at a level comparable to that of the latter. The situation concerning po​ver​ty is similar. Poverty in Den​​mark, Finland, and Sweden has however fol​lowed the international trend and, ac​com​pa​nied by modest cuts in social benefits (Korpi and Palme 2003) in​creased since the mid-1990s. Im​por​tant​ly, however, child poverty has constantly remained low, a feature that Es​ping-An​der​sen (2007: 643f) puts in a causal relation to high female employment. 
Scandinavian wage replacement rates are no lon​ger sig​ni​fi​​cantly higher than in some ot​​her countries in Europe, although the Danish top rate of 90 per​cent for lower incomes is achieved nowhere else. However, it is the whole package of social be​​nefits and services that is im​​portant. Here belong the extensive public childcare facilities such as day-care centres and af​ter-school day​-care available to almost half of all chil​dren. In a broader sense the school and trai​​ning system al​so belongs to social services. PISA studies regularly re​port on the high qua​li​ty of these sys​tems. Finally, Scandinavian employ​ment protection figures, indicating the extent of the commoditization of labour, are, with the exception of Denmark, not much different from the continental European average that is de​scribed by liberal cri​ti​cism as both rigid and an ob​stacle to growth and employ​ment.
Danish “flexicurity” deserves spe​cial attention. It combines relaxed employment pro​tec​​tion, high wage replacement rates for the unemployed, and their obligation to partici​pate in retraining. In a broad in​ter​national comparison of the correlation of la​bour mar​ket struc​ture, so​cial security and em​ployment the Danish system turned out to be ‘best case’ (Bradley and Ste​phens 2007: 1505). Elementary, flexicurity has existed since 1994 and was mo​dified several times. A further element of it com​prises special leaves of up to one year for edu​​ca​tio​nal or pa​ren​tal purposes (until 1999 one could also take a sabbatical year in the strict sense) with job re​ten​tion and payment of 60 percent of the wage re​place​ment usual in the case of un​em​ploy​ment. Eli​gibility requirements are a mi​ni​mum age of 25 years and several years of em​ploy​ment expe​ri​ence. In the international dis​cus​​sion of fle​xi​cu​​rity leave schemes are barely mentioned – per​haps because in contrast to the loo​ser em​ploy​ment pro​tec​tion they are costly and do not fit in the do​mi​nant paradigm. However, it is a central ele​ment be​cause many un​em​ployed take up jobs left temporarily vacant by those on special leave (cf. Compston and Madsen 2001; Abra​ham​sen 2006).

The last relatively positive performance – with the emphasis on relative – of Scan​di​navia to be mentioned regards the environment. Possible indicators are the ‘ecologi​cal foot​print’ (GFN 2006), which is a measure of human demand on the Earth's ecosystems (ex​pressed in hec​tares per capita)
, and the ‘En​vironmental Performance Index’ (EPI 2008) that includes indicators such as biodiversity and the use of forests. The EPI advantages coun​tries with a low po​​pu​lation densi​ty. The densely populated, geographically monotonous Ne​therlands have a small eco​logical footprint, but are a laggard in the EPI (with a score of 78,4, while much bigger polluters such as the US and Australia score of 81,0 and 79,8 respectively; Swit​zer​land, ahead of Norway, Sweden, Finland and Austria, is ranked 1 with a score of 95,5). The al​ternative in​di​ca​tor are data on the polluting emis​​sions of CO2, sal​phur and nitogen oxides (cf. Becker 2009: 165). They do not take into ac​count where, in the international di​vi​sion of la​bour, a country is spe​​cia​lized in, however. Because of its specia​lization (minerals) sparsely po​pu​lated Australia is polluter num​ber one, but with its eco​lo​gical footprint and its value in the EPI it compares to the Scan​di​na​vian countries. Table 4 (taken from ibid: 131) sum​marizing pollution data should be taken with some grain of salt there​fore. Nonetheless, it is not much risky to say that Swit​zer​land and the Scandinavian countries (Finland being a slight exception) are cleanest in the eco​no​mically deve​loped world. Britain, France and Japan also belong to the group of relatively low polluters ((leaving apart nuclear energy). The biggest polluters are the strong​ly liberal countries (except Britain).

	Table 4: Summarized polluters ranking

	Very High
	AUS, CAN, USA

	High
	NZ, ESP

	Medium
	B, FIN, GER, IRE, I, NL

	Relatively Low
	A, DK, F, J, N, SE, UK

	Lowest
	CH


The overall positive judgement should not conceal weaknesses, however. An often cri​ti​cized aspects of the Nordic political economies is the costly high pu​blic sector em​ploy​ment. Ac​cording to data of the European Central Bank the Swedish pu​blic sector has re​cent​​ly been half as ef​ficient as that of the USA, and the Danish public sector is not much better (The Eco​no​​​mist, 9 September 2006: 27). Even if this is the case one might ask whether public sec​​tor em​​​ploy​ment could be justified for the sake of em​ploy​ment – at least as long as the mar​ket sec​tor remains in a po​si​tion to pay for it. Ulti​mate​ly, un​employment is not cost-free, and pu​​blic em​​ployment of the Scan​dinavian sort gua​ran​tees poorly qualified wor​kers an ho​nest in​come. Ef​ficiency is a ne​​cessary economic cri​te​rion, but not the only one.
Another criticism is the high level of sick leave in Scandinavia, particularly in Swe​den. It is said also to illustrate inefficiency and to distort em​ployment le​vels. Sweden loses 26 days due to sick leave per year and employee, Nor​way 21, and Finland 15. Not far behind these frontrunners are Belgium and France with 16, the Netherlands with 14 and the UK with 13 days, while Denmark, with an average of ‘only’ 10 days is at the same level as Austria. In the US (9 days), Germany (8), Switzerland (7), Italy (7), and Ireland (6) sick leave is even lower (Rae 2005a: 5). The cause of the high sick leave in Sweden must pro​bab​ly be sought in lax re​gu​lation. ‘Get​ting sickness benefit appears to be much easier in Swe​den than in other coun​tries’, writes Rae (ibid, 13). Perhaps a culture has grown in which sick leave is considered ‘nor​​mal’. It does not appear to correlate with the health of the Swedish people be​cause, with an ave​rage of on​ly three visits to the doctor a year (Rae 2005b, p. 13), they are among the most heal​​thy in the world.
Above-average sick leave points to hidden unemployment and an inflated em​ploy​ment rate. For example, the Swe​dish total of registered unemployment and sick leave for a week or more is as high as the German total (Hesselius 2006: 28). Some form of hidden unemployment exists in virtually all countries, however. Often ear​ly retirement takes large seg​ments of people out of unemployment. Sometimes (notably in the Netherlands and Italy) a disability scheme is doing this job, while in Sweden and Norway it is the (extremely) high le​vel of sick leave. In Den​​mark the abovementioned special leaves are a candidate for hidden un​em​ployment (even if the leaves can be clas​sified as social achievements), in the USA it is the high number of per​sons incarcerated – 762 persons per 100000 inhabitants (Schmitt 2007: 3), which is eight to twelve times higher than in Japan and the continental Eu​ro​​pean countries (ICPS 2008).
Competitive – although with some luck!
Scandinavian countries do almost everything that, according to neo-classical textbooks, will in​e​vi​tab​ly reduce GDP growth and competitiveness: taxes are high, social services ge​ne​rous, the public sector is large and to some extent inefficient, wage dispersion is relatively flat, and em​ploy​ment protection is, apart from the special Danish case, by no means weak. More​over, wage development has been almost classically Keynesian (except Finland from the mid- to late-1990s), running parallel with that of pro​​duc​ti​vity. Growth, com​pe​ti​tive​ness, and employ​ment did not suffer by these ‘sins’. All four countries are of course com​pe​ti​tive in their own ways, although Norway, apart from its oil and some smaller branches, is hardly competitive. This holds at least when competitiveness in technologically advanced markets – where the de​ve​​loped European eco​​no​mies lar​gely have to ope​​​rate in – is understood as a coun​try’s ca​​pa​ci​ty a) to host and facilitate a large number of in​​​no​vative companies, b) primarily to export goods and ser​vi​ces be​cause of their qua​lity and pro​ductivity in the sense of the pro​​​duct/price re​​lation
 and c) to acquire comparative ad​van​ta​ges by specializing in the internatio​nal division of labour.
De​cisive for com​pe​ti​tive​​ness, alongside the ve​ry important factors of quality and spe​cia​​li​za​tion, are unit wage costs, as well as pro​duc​ti​vi​​ty development based on innovation. Dis​ad​​vantages on the part of Denmark, Fin​land, and Sweden are not apparent here – the two latter countries even record particularly strong productivity gains. A close look at Table 5 shows several ways to com​petitiveness and growth: the way via in​creased productivity per hour (UK, Sweden, and the USA 1995–2006), the way via wage restraint (Bel​gi​​um and the Ne​therlands 1995–2000; Spain 1997–2006; Aus​tria 2002–2006), and a combination of the two fac​tors (Finland and Austria 1995–2001; Ire​land 1995–2006; Japan 2002–2006). There are of course cases in which neither wage restraint (Ger​many and Italy 2002–2006), nor a com​bi​nation of it with a strong pro​duc​ti​vi​ty increase (Ja​pan 1995–2000) successfully met. The sim​ple cause of this phe​​no​​menon could be that ad​di​tional fac​tors, e.g. the costs of Ger​man reuni​fi​ca​tion, have had their impact and that with respect to growth all ways have advantages and dis​advantages – ba​​lancing out in the fi​nal ana​lysis.
	Table 5: Basic Economic Data: Percentages of Average Annual Changes

	
	GDP (per Capita)
	Productivity (GDP per Hour)
	Real Wages
	Unit Labour Costs
	Private Consumption

	
	92-96
	97-01
	02-06     
	90-95
	95-00
	00-06
	97-01
	02-06
	97-01
	02-06
	97-01
	97-01

	Australia
	-
	-
	1,8*
	2,0
	2,5
	1,5
	1,9#
	1,7#
	-
	-
	-
	-

	Austria
	1,4
	2,4
	1,3
	-
	2,1
	1,0
	0,5
	0,5
	-0,7
	-0,9
	1,7
	1,4

	Belgium     
	1,2
	2,4
	1,5
	2,4
	1,9
	0,9
	1,0
	0,3
	 0,0
	-0,9
	2,3
	1,3

	Canada
	-
	-
	1,7*
	1,4
	2,3
	1,0
	2,0#
	2,5#
	-
	-
	-
	-

	Denmark
	2,2
	2,1
	1,6
	2,7
	1,1
	1,0
	1,7
	1,9
	 0,3
	-0,4
	1,0
	3,2

	Finland
	   0,8
	4,3
	2,7
	2,9
	2,7
	2,2
	0,8
	2,0
	-1,3
	 0,3
	3,2
	3,5

	France
	0,8
	2,4
	1,0
	1,9
	2,1
	1,4
	1,2
	1,4
	-0,3
	-0,1
	2,8
	2,2

	Germany
	0,9
	1,9
	0,9
	2,9
	2,0
	1,4
	1,3
	0,2
	-0,1
	-1,0
	1,9
	0,1

	Ireland
	5,6
	7,7
	3,4
	3,7
	5,4
	2,8
	0,9
	2,7
	-2,7
	-0,3
	6,3
	4,8

	Italy
	1,1
	2,1
	0,2
	2,1
	0,9
	0,2
	  -0,3
	0,6
	-2,5
	 0,5
	2,4
	0,8

	Japan
	1,1
	0,2
	1,7
	2,3
	2,1
	2,1
	0,3
	0,0
	-0,4
	-1,5
	0,6
	1,3

	Netherlands
	1,9
	3,1
	1,1
	2,5
	1,7
	0,7
	1,2
	1,2
	-0,4
	-0,4
	3,9
	0,3

	New Zealand
	-
	-
	1,8*
	0,9
	1,4
	0,9
	-
	-
	-
	-
	-
	-

	Norway
	-
	-
	1,8*
	3,3
	2,3
	2,2
	1,9#
	3,3#
	-
	-
	-
	-

	Spain
	1,3
	3,7
	1,7
	1,9
	0,2
	0,9
	 -0,3
	 -0,1
	-0,7
	-1,5
	4,3
	3,6

	Sweden
	0,7
	3,1
	2,7
	2,0
	2,4
	2,9
	2,6
	  1,8
	 0,7
	-1,2
	3,0
	2,5

	Switzerland
	-
	-
	0,9*
	-
	1,6
	1,1
	 1,0#
	 1,2#
	-
	-
	-
	-

	UK
	2,2
	2,8
	2,1
	2,8
	2,3
	2,0
	3,0
	2,3
	 0,9
	-0,1
	3,9
	2,7

	US
	2,0
	2,4
	1,8
	1,1
	2,2
	2,1
	2,4
	1,6
	 0,6
	-0,8
	4,2
	3,1

	* 2001-2006; # 1995-2000 and 2000-2006

Sources: European Commission 2008: 139ff; OECD 2007a, OECD 2008a: 359, OECD 2008b: 14


The sole unambiguous factor has been private con​sumption. When it is high, growth is al​so high. Some qualifications in relation to Denmark 1997–2001 are needed, but French, Aus​tri​an, Dutch, Swe​dish, US, UK, Finnish, Irish, and Spa​​​nish data verify this causal nexus. In all these ca​ses – except for the UK, the US, and Swe​den – the increase in consumption is clearly higher than wage growth. Con​ver​se​ly, where pri​vate consumption increases only modestly, as in Ger​ma​ny and the Netherlands, economic growth is very low. Since wages and consumption are often disconnected, this is not ne​ces​sa​ri​ly a call for a Keynesian wage policy, but rather for paying at​ten​tion to demand as an inde​pen​dent fac​tor in macroeconomic processes.

The decoupling of wages and consumption since the mid-1990s means that consumers have been breaking into their savings or have increasingly become indebted. Table 6 (cf. Be​cker 2009: 132) shows that the latter has happened above all in those countries in which house prices have risen strongly since the mid-1990s – the An​g​lo-Saxon countries, Scan​di​na​via, and the Nether​lands; at the end of the de​cade also in France, Italy, and above all Spain (cf. OECD 2006c: 18) – and that offer the op​por​​tunity of tax relief on mortgage interest pay​ments. This is the case in the US, the Nether​lands (up to 100 percent), and to a lesser extent in the other An​glo-Saxon countries, Spain and Scan​dinavia. In this group strong house price in​​creases have not only resulted in the so-called wealth effect, but also in the option of engaging in con​sump​tion with mort​gage loans sub​​ject to tax benefits.
	Table 6: Improving and worsening productivity growth 1995-2004 as compared to 1985-1994 related to the existence of  house price ‘bubbles’

	Improving Productivity Growth
	Of Which Experiencing a ‘Bubble’
	Worsening Productivity Growth
	Of Which Experiencing a ‘bubble’

	A, AUS, DK, FIN, IRE, N, NL, SE, UK, US
	All except Austria
	BE, CH, GER, F, IT, NZ
	F (in the 2000s; with no fiscal arrangements)


House price trends, tax benefits for mort​ga​ges and related demand bubbles have of course not been the result of wise policies. They have been fa​vou​​rable cir​cumstances in which the Scan​​dinavian countries shared – at least until 2008 when the bubble started to burst. It was al​so accidental that Denmark found North Sea oil in the ear​​ly 1990s, accounting for a one-per​cent growth in GDP (Andersen 1997: 46). The quality image of Scandinavian, par​​ti​cu​​lar​​ly Danish products (‘Danish de​sign’), is a further fortunate cir​cum​stance, even if his​to​ri​cal​​ly hard work was required to achieve this image. As in the case of Swiss goods it makes pos​sib​le high premium prices (one might men​tion such products as Carlsberg beer, Bang & Oluf​sen or Le​​​​​go) and positions the produ​cers to some extent outside international competition. Fi​nal​​ly, one can ask whether the rise of Nokia from an unknown TV and tire producer to the global num​​ber one in mobile telephony is the product of the coincidence of a number of lucky cir​cum​​stan​ces.

Policy has not been without influence, however.  I already men​tioned the Danish re​form program of 1994, which introduced flexicurity with its three ele​ments that had some ef​fect on employment (cf. Green-Pedersen and Lind​bom 2005). And the fact that wa​ges in Scan​di​navia increased more strongly than in the rest of the Eu​​ro​pean continent is not only due to the higher level of un​io​nization, but also to lessons learned, notably in Sweden and Denmark,  in the cri​​sis of the early 1990s. The bursting of Sweden’s house-price bubble and mort​gage-in​duced de​mand in 1990 had demon​stra​ted that de​mand should not be neglected. Therefore, Key​nesian ap​proa​ches receded ne​ver to the same extent as they did in other coun​tries (Blyth 2002: chap​ter 7).
Corporatist action has also been important. There, competitiveness is at the top of the agen​da, above all in Finland (cf. Kettunen 2004) and Sweden (cf. Elvander 2002). Due to the ac​cession to the EU, currency devalua​tions are no longer an option. And the ex​pen​​sive welfare state can be on​ly borne by a highly productive market sector. These insights were trans​lated in​to action and as a conse​quence the two countries find themselves highly ranked in the in​no​va​tion league (Table 7). Small business-reliant Denmark has a different pro​file and relies more on informal innovation in the course of the work pro​cess. An im​por​tant as​pect of this is the em​phasis given to regular re-schooling/re-trai​ning on the ba​sis of a high ge​ne​ral le​vel of edu​ca​tion. Comparatively, Denmark has a considerable edge in this res​pect (Gal​lie 2007: 92).

	Table 3: Indicators of Competitiveness and Innovative Capacity

	
	Spending on Educational Institutions
	R&D spen-ding in % GDP, 2005
	Employment in M&HT (%), 2003
	European Innovation Scoreboard2007
	TPF per 1mill. In-habitants in 2005
	GCI 2007
	BCI 2007 (Rank)
	Innovati-on Index 2007

	Australia         
	5,77
	1,76*
	-
	0,36  (20)
	20,2
	5,17 (19)
	18
	4,41 (22)

	Austria 
	5,49
	2,42
	5,2
	0,48  (14)
	36,5
	5,23 (15)
	8
	4,76 (15)

	Belgium     
	6,13
	1,82
	5,2
	0,47  (16)
	31,8
	5,10 (20)
	15
	4,74 (16)

	Canada
	5,93
	1,98
	3,9
	0,44  (18)
	25,4
	5,34 (13)
	14
	5,08 (12)

	Denmark       
	7,01
	2,45
	5,6
	0,61   (5)
	40,5
	5,55   (3)
	5
	5,11 (11)

	Finland          
	6,13
	3,48
	7,0
	0,64   (3)
	50,3
	5,49   (6)
	3
	5,67 (3)

	France
	6,31
	2,13
	5,4*
	0,47  (16)
	39,3
	5,18 (18)
	17
	4,69 (17)

	Germany
	5,28
	2,46
	9,8*
	0,59    (7)
	76,0
	5,51   (5)
	2
	5,46 (7)

	Ireland
	4,44
	1,26
	7,0*
	0,49  (13)
	14,2
	5,03 (22)
	24
	4,54 (19)

	Italy
	5,05
	1,10
	6,5
	0,33  (24)
	12,2
	4,36 (46)
	42
	3,45 (47)

	Japan
	4,77
	3,33
	7,3
	0,60    (6)
	119,3
	5,43   (8)
	10
	5,64 (4)

	Netherlands
	4,99
	1,78
	4,0
	0,48  (14)
	72,6
	5,40 (10)
	7
	4,88 (13)

	New Zealand
	6,84
	1,15
	-
	         -
	15,7
	4,98 (24)
	22
	4,09 (25)

	Norway
	6,56
	1,52
	-
	0,36  (20)
	24,1
	5,20 (16)
	13
	4,60 (18)

	Spain
	4,71
	1,12
	5,0*
	0,31  (26)
	4,6
	4.66 (29)
	27
	3,58 (39)

	Sweden        
	6,74
	3,89
	7,2
	0,73   (1)
	72,3
	5,54   (4)
	4
	5,53 (6)

	Switzerland
	6,54
	2,93*
	-
	0,67   (2)
	106,7
	5,62   (2)
	6
	5,74 (2)

	UK
	6,09
	1,78
	4,8
	0,57   (8)
	26,4
	5,41   (9)
	11
	4,79 (14)

	US
	7,46
	2,62
	3,8
	0,55   (9)
	55,2
	5,67   (1)
	1
	5,77 (1)

	* One year earlier

Sources: OECD 2007a: 50f and 38f for columns 1 and 2; Begg, Draxler and Mortensen 2007: 111 for Em​ploy​​ment in Me​dium and High Tech Manufac​tu​ring; % of total employment);European Innovation Score​board: Pro Inno Europe 2007, Figure 1; TPF (Triadic Patent Families): OECD 2007b;  BCI (Business Com​pe​​ti​tiveness Index) 2007, GCI (Global Competitiveness Index) 2007 and Innovation In​dex 2007: WEF 2008.


In 2007, Denmark has been in the top of the World Economic Forum’s Global Com​​pe​ti​tive​​ness Index, together with the US, Swit​zerland, Finland, Germany and Sweden. In the WEF’s In​novation In​dex and in terms of patents – TPF’s (‘Tri​adic Pa​tent Fami​lies’, i.e. patents re​gis​tered at all of the three main patent offi​ces: those of the EU, Ja​pan and the US) – it does not belong to the top. Finland and Sweden however do, although Finland performs less in the pa​tent field. In the per​haps most comprehensive index, the European Innovation Scoreboard (EIS), the three Scan​dinavian countries belong, together with Germany, Japan, South-Korea (not men​tioned in Ta​ble 7), Switzerland, the UK and the US, to the top again – with Sweden as pri​mus. In the EIS, five dimensions are used to de​termine innovative capacity: the struc​​​tu​ral con​ditions for in​novation, R&D invest​ment, efforts towards innovation at the firm level, va​​​lue added in in​no​vative sectors, and re​sults in terms of suc​cessful know-how.
One ought not to exaggerate the im​por​tance of these indices. Some​times, as in the case of the World Eco​​no​mic Fo​rum ran​kings, they are partially based on in​ter​​views and have a sub​jective dimen​sion with often neo-liberal undertones. For ano​​ther part they consist of in​put da​ta such as the expenditures for education and R&D. In​put does not ne​cessarily say much about output, however. Nonetheless, the indices illustrate the at​tempts by Denmark, Finland and Swe​​den to attain productivity growth by means of in​novation. Real pro​duc​​ti​vi​ty and unit wage costs develop​ments (relevant data are in Table 5) attest to these ef​forts.

Nokia’s spectacular rise is an example of this and can be understood as a process the way for which was paved both politically and by corporatism. Traditionally, Fin​land has been a coun​try of wood processing, but ICT with a hyper-dominant position for Nokia, is closing up on it. Nokia took advantage from European Commission’s choice of GSM as the standard for mo​bile telephones. Even more important was, according to Moen and Lilja (2005), that in Fin​​​​land the state, capital and labour in the 1990s pointedly have banked on in​no​va​tion. The es​ta​blishment of the corpo​ra​tist Science & Technology Policy Council in 1987 is a cru​cial date in this con​text. Important ac​tivities started by the STPC have been the creation of an IT-infrastructure, the change of the education system and the opening of possibilities for in​terna​tio​nal venture capital to invest in Finland. 
Discussion: Prospects for a European variety of capitalism
The countries approximating the social democratic sub-variety of corporatist capitalism per​form best in terms of the norms of the European socio-economic model and the less social de​mo​cratic, but largely corporatist Benelux and Alpine countries are runners up. By inference, corporatist capitalism, preferably its social democratic sub-type, should be the nor​mative Eu​​ro​​​pean variety of capitalism!

The big plus of corporatism is its macro-orientation, a characteristic it has in common with sta​tism. It is distinguished from statism, however, by this macro-orientation being shared by capital and la​bour – besides their spe​cial inte​r​ests,. This does not automatically improve a coun​​try’s com​pe​titiveness, but it facilitates its pos​si​bility. 
Scandinavian social democratic corporatist capitalism should not be misunderstood as an arrangement of milk and ho​ney. The tension between labour and capital in Sweden and the high Danish strike activity illus​trate this. In this respect Scan​​di​navian corporatism is far less friendly than that of the German-spea​king countries or the Be​nelux states (cf. Aarvaag Stokke and Thörnqvist 2001: 249). It re​pre​sents an interplay between open con​flict and talking to one an​ot​her, a constellation that could be called the con​sen​sua​lism of two strong partners. None​the​less, society is involved at the macro-level of corporatism by the organi​za​tions of capital and la​​bour, and at the micro-level em​ploy​ees are, with national variations, in​volved by co-deter​mi​nation that pro​vides this form of corpo​ra​tism with a democratic flavour.
Is there any chance to bring strongly liberal or sta​tist po​li​​tical economies on​​​​​to the way towards cor​po​ra​tism? The in​stal​la​tion of a formal-ins​ti​​tu​tio​nal framework woul​​d not be suf​fi​cient. In rudi​men​tary form, France has such in​s​ti​tu​tions (notab​ly the conseil du travail), and Bri​tain has tried them un​der La​​bour in the 1970s, but this did not make them coun​​tries belon​ging to those ap​pro​xi​ma​ting the cor​poratist type. Effective, as opposed to only for​mal-insti​tu​tio​nal, cor​po​ra​tism re​qui​​​res a high level of social trust, a discursive pat​​tern of con​flict re​so​lu​tion, the norm to find com​​pro​mises and a com​mit​ment of its players to the com​​​​mon in​​​te​​r​​​est.
In countries such as Den​mark and Sweden (the Netherlands and Switzer​land could also be mentioned) with the absence of deep, long-las​ting cleavages in their history and with, re​la​ted, their evolutionary processes of de​mo​cra​ti​zation effec​tive corpo​ra​tism could de​velop over cen​turies. Finland (like Austria) with its repressive and revolutionary past, how​ever shows that, under certain con​ditions, effective corporatism can develop within a few de​cades (cf. Becker 2003: chapters 6 and 7). To some degree its emer​gence in these countries was the re​sult of institutional lear​​​ning – learning from relevant neighbours by the poli​ti​cal ad​mi​nis​tra​tion that subsequently pushed into corporatist direction with ca​pi​​tal and labour ac​​cep​ting and then embracing this turn. The Finnish and Austrian cases could be important ex​​amp​les for po​li​​tical economies where a majority of the population and of the relevant po​li​ti​cal players feels un​satisfied with the current si​tu​ation and would like to change the insti​tu​tio​nal structure. With, as a starting point, a slight af​finity with consensualism, such change is per​​haps possible – even if at this moment it is dif​fi​cult to ima​gine that countries with a rather con​​frontationalist political culture such as France or with a culture of individual com​pe​​ti​tion tending to​wards anti-statism like the UK would move this way. 

Another condition of effective corporatism is a certain balance of power between ca​pi​tal and labour. When one part is structurally weaker than the other one the existence of cor​po​ra​tism is in danger. This balance is difficult, but with strong unions critically ac​cep​​ting capita​lism the Scandinavian countries have demonstrated its feasibility. In re​cent decades, this ba​lance has been under pressure. The abolition of international trade bar​ri​ers, the cre​​​​a​tion of the single European market, the emer​gence of the in​ter​net and intensified glo​​bal competition have forced ca​pi​tal to become more mobile and at the same time ren​dered mo​​bility pos​sib​le (though it is far from unlimited). Capital mo​bi​lity and per​haps even more the bare threat to in​vest abroad has recently been tending to be a stron​ger power re​​source than the organizational strength of trade unions in many countries – re​medy against this could per​haps be the enhancement of the ‘fitness’ of the labour force in terms of general and specific qua​​li​fi​ca​tion capital depends on. To mobility as power resource of capital one has to add that, be​cause of so​​cial-struc​tu​ral indivi​dua​li​zation and the at​trac​tive​ness of neo-li​be​ra​​​lism for some strata of wage-ear​​ners, un​​ions also be​came wea​kened from within (cf. Blanch​flower 2007).

The cur​rent crisis, the consequences of which will probably last for some years, might be a mo​ment of change, however. For the time being capital has become increasingly dependent on the state, the failure of exag​ge​​rated liberalization might trigger ideological change and un​ions outside Scandinavia (where they did barely decline) could regain some of the strength of ear​lier years. Could, might, perhaps. And long-term processes such as social-structural indivi​du​a​li​zation and increasing capital mobility (particularly financial capital) will hardly stop. Factors favourable for neo-li​beralism will remain effective, therefore. So, it is dif​ficult to render the institutional mix of European ca​​pi​talism more corporatist, but for a num​ber of po​litical eco​no​mies (think about Germany, Ire​land, Italy that to some degree already tend towards corpo​ra​tism) it does not seem impossible in the years to come. Some authors (e.g. Zeitlin 2005) think that the Eu​ro​pe​an Union can play an im​​por​​tant role in this respect, notably via the Open Me​thod of Co​or​di​na​​​tion where possible op​tions for socio-economic improvement are discussed at the cen​tral EU le​​vel and sent for con​si​de​ration to the member states. Sovereignty in socio-economic af​fairs rests, however, at the na​tio​nal level and the soft decision-making process of the OMC has, as has been pointed out by ot​her authors (e.g. Scharpf 2002; Schäfer 2004), only limited ef​fec​ti​veness. So, in the end it is up to the member states whether or not they will implement recommendations of the Euro​pe​an Commission.
What about the chances of realizing the decidedly social democratic sub-variety of cor​po​​ratist capitalism? Will populations outside Scandinavia pay the bill not only for social se​cu​​ri​ty, but also a for a high degree of ma​te​rial equa​lity as well as for extensive pu​blic employ​ment? In re​cent years, in Denmark, Finland, Sweden and Norway these features have largely become de​coup​led from so​cial democratic dominance in parliament implying that maintaining ‘so​cial demo​cra​tic cor​po​ratism’ does not require a social democratic government. Inde​pen​dent from party-political commitments it re​qui​res people willing to pay for this way, a stance one could call social in​di​vi​du​a​lism. Social individualism means that people are aware that they are social beings on the ba​sis of which they would not only support the principles of individual responsibi​li​ty and meri​to​cracy, but also those of so​li​darity and col​lec​tive res​pon​si​​bi​lity for work and wel​fare. Is this fea​sible? Survey data – sparse with respect to this question – are mixed (see as illustration Table 8 on Germany, Sweden and the US
) and do not al​low to in​fer a clear con​clusion, but this might change when the over​all ideo​lo​gi​cal climate would change.
	Table 8: Support for welfare state intervention, 1996-2006 (% definitely)

	Should it be the govern-ment’s responsibility to provide:
	A job for everyone who wants it
	Health care for the sick
	A decent living stan-dard for the unemployed
	To reduce in-come differ-rences

	
	1996
	2006
	1996
	2006
	1996
	2006
	1996
	2006

	West Germany
	28
	30
	51
	51
	17
	15
	25
	26

	East Germany
	57
	46
	66
	62
	38
	26
	48
	50

	Sweden
	35
	29
	71
	63
	39
	27
	43
	37

	US
	14
	16
	39
	56
	13
	16
	17
	29

	Source: Svallfors 2007: 22


Whether this is going to happen is another question. In Obama’s USA, some movement away from strong neo-liberal individualism seems to have emerged, but the distance, in terms of support for politically enhancing employment and reducing inequality, between the US and Northwest Europe is still enormous – even if Europeans have recently – for ex​ample in the 2009 election of the European Par​lia​ment – given their vote to liberal and con​ser​vative (and rightwing) parties. This can hard​ly be interpreted as support of social democratic ideas to re​struc​ture political economies. For the supporters of a European va​riety of capitalism changing the ideo​logical climate and the normative re​ference frame of ma​​cro​economic action must be an important goal by itself. In a con​​text where (further) ‘cor​po​​​ra​tization’ and ‘social demo​cra​ti​zation’ do not appear to be real options, dis​cus​sing a Euro​pe​​an variety of capitalism Scan​di​na​​vian style and stressing that it in​volves an alternative route to com​petitiveness should be seen as a con​tri​bu​tion to this endeavour.
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NOTES





� Table N1 shows that countries as the US and Britain are far away in terms of corporatism.





Table N1: Siaroff’s Corporatism Index (based on the different indi�ces of 13 other authors)�
�
Average Corporatism Score (scale 1 to 5; mid 1990s)�
�
Australia�
1,688�
Japan�
2,912�
�
Austria�
5,000�
Netherlands�
4,000�
�
Belgium�
2,840�
New Zealand�
1,955�
�
Canada�
1,150�
Norway�
4,864�
�
Denmark�
3,545�
Spain�
1,250�
�
Finland�
3,295�
Sweden�
4,674�
�
France�
1,674�
Switzerland�
3,375�
�
Germany�
3,543�
UK�
1,652�
�
Ireland�
2,000�
US�
1,150�
�
Italy�
1,477�
�
�
�
Source: Siaroff 1999: 185�
�



� Take for example po�litical eco���nomies that struc�tu�ral�ly re�vea�l high or, on the opposite, low le�vels of state in�ter�ven�tionism. These po�li�tical eco�no�mies in�clude political cul��tures where state in�ter�ven�tio�nism and state re�luc��tance res�pectively are considered ‘nor��mal’ by a relevant majo�ri��ty – even if the norm is con��tes�ted. Or take effective cor�po�ra�tist capital that involve a culture of consensualism. Cul�ture as a struc��tural pro�per����ty poin�ting to patterns of interaction among citizens (Thompson et al. 1990) and bet�ween organizations as well as between citizens and the state is in�he�rent to many po��li�ti�co-eco�no�mic re��la��tions. It does not need to be men�tioned as a se��parate cri�terion. Higher or lower than ave�rage levels of risk-taking and of indi�vi�du�al inde�pen�dence, by contrast, are examples of relatively autonomous cul�tu�ral traits and therefore not a natural aspects of whatever capitalist va�ri�ety’s struc�tural relations. 


� Most of the time, I will speak of countries approximating one of the types. For the sake of simplicity I will occasionally also talk of liberal, corporatist and so on countries or political economies. It is always meant in the sense of approximating the liberal, corporatist and so on type, however.


� The meso-communitarian ideal type is not suitable for this sub-division because of its lar�ge�ly stateless cha�racter, and because of the basic liberal – embedded distinction it makes no sense to construct a li�beral sub-variety of statist and cor�po�ratist ca�pi�talism. Corporatist or statist elements and li�be�ral elements come of course together and constitute spe��cific hy�brids, simply because capitalism is basically liberal.


� For an overview of the disputed aspects see the Wikipedia article on the subject. In 2003, the US had the biggest footprint (9,6 ha; cf. GFN 2006) followed by Canada, Finland (both 7,6 ha) and Australia (6,6 ha). The smallest footprint of the countries considered here had Ireland (4,2 ha), Japan, the Netherlands (both 4,4 ha) and Germany (4,5 ha).


� Regularly, productivity is simply measured as pecuniary output per hour and not necessarily reflects ef�fi�cien�cy. When the oil price increases, but the number of hours Norwegians work and the quantity of ex�por�ted oil remain constant, then Norwegian productivity rises. As a rule, however, western countries will have to increase their productivity by improving efficiency.


� Related data for a larger number of countries, also with a mixed message, are presented in Table N2.





Table N2: Valuation of competition and individual responsibility for un�em��ployed people to find a job; 10-points-scale*�
�
�
Competition is good. It stimu�lates people to work hard and de�ve�lop new ideas�
People who are unemployed should take any job available or lose their un�employment benefits�
�
�
1990�
2000�
1990�
2000�
�
France�
4,03�
4,73�
4,40�
4,53�
�
Britain�
3,81�
4,01�
5,33�
4,92�
�
Germany�
3,25�
3,80�
4,42�
4,09�
�
Austria�
…�
3,19�
…�
3,87�
�
Italy�
4,11�
4,16�
3,63�
3,41�
�
Netherlands�
4,28�
4,68�
4,89�
5,23�
�
Belgium�
4,03�
4,80�
4,63�
4,89�
�
Denmark�
3,93�
4,02�
4,57�
4,87�
�
Sweden�
3,22�
3,46�
3,86�
3,95�
�
Finland�
…�
4,28�
…�
5,07�
�
Ireland�
3,70�
3,81�
5,28�
5,60�
�
USA�
3,17�
…�
4,61�
…�
�
* Competition is good; unemployed have to take any job = 1; competition is harmful; un�em�ployed may refuse a job offer = 10.


Sources: EVS 1990 and EVS 2000, own cal�cu�la�tions�
�
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