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EPS Forum: Varieties of Capitalism as a Research Program

Peter A. Hall and David Soskice’s Varie-
ties of Capitalism (2001) is a rare example of an
edited volume that has generated extensive and
prolonged debate in the profession. The volume
has received much praise, including for its
thoughtful integration of rational and historical
institutional theories, and for its inter-disciplinary
approach. But it also been criticized for having
an incomplete theory of institutional change, for

having too simple a typology, and for not speci-
fying clearly enough a direction for future re-
search. In this Forum, we invited scholars to
briefly comment on these issues and to renew
the debate on the merits of the approach to po-
litical economy entailed in Varieties of Capital-
ism.
- Richard Deeg and Orfeo Fioretos,
editors

Varieties of Capitalism and Institutional Change

By Peter A. Hall and Kathleen Thelen

What are the processes through which
institutions in the developed political economies
change? Interest in this question has inspired a
growing number of insightful analyses. Here,
we reflect on it from the perspective of the varie-
ties of capitalism approach to comparative capi-
talism elaborated in Hall and Soskice (2001). Is
this varieties-of-capitalism approach compatible
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with a sophisticated understanding of institu-
tional change? We argue that it is, drawing on
Hall and Thelen (2005) to identify some of the
central themes that emerge when we extend the
approach to issues of institutional change.

We conceptualize institutions as a set of
regularized practices with a rule-like quality in
the sense that the actors expect the practices to
be observed. Within this broad rubric, different
kinds of institutions are important in the political
economy. Some are backed by sanctions, en-
forced by statute or formal organizations. Oth-
ers rely more heavily on mutual monitoring and
perceptions of shared interests to secure resil-
ient coordination. The latter often have an equi-
librium character but, unlike some analysts, we
argue that these equilibria are not easily se-
cured or maintained. In many cases, support for
them must by mobilized on a continuous basis.

That contention follows from our obser-
vation that institutions are not rigid matrices of
sanctions and incentives, but resources used by
economic actors to achieve their goals. As
such, they are the objects of strategic action as
well as its embodiment. Because economic ac-
tors, such as firms, typically rely on more than
one institution to secure their purposes, they
often have the scope to adapt those institutions
or to shift their allegiance from one to another.

An analysis of institutional change

...cont. on page 3
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Letter from the Chairs

Dear Members:

This issue of the EPS Newsletter fea-
tures a timely forum on the varieties of capital-
ism research program, with contributions from a
stellar cast of authors. Thanks to Richard Deeg
and Orfeo Fioretos, both of Temple University,
who organized the forum and are joining Mark
Pollack as co-editors of the newsletter beginning
with this issue.

The Annual Meeting of the EPS section
took place in Washington DC in September, and
we thought we would mention some of the high-
lights for the benefit of those who were not
there.

One was the election of Chris Anderson
(Syracuse University, though he is spending this
next year at Oxford) as EPS program chair for
next year (APSA calls him a Division Chair) and
as chair-elect of the EPS Section. As Liesbet
Hooghe (our outgoing chair) made clear, Chris
will make a wonderful Division Chair and, next
year, a wonderful Section Chair since he com-
bines an interest in cross-national research with
an interest in the EU, embodying the spirit of the
section. Others elected to the Steering Commit-
tee for the first time were Kees van Kersbergen
(Free University Amsterdam) and Tanja Boérzel
(Free University Berlin). They join Isabela Mares
(Stanford University), Valerie Bunce (Cornell
University), Wade Jacoby (Brigham Young Uni-
versity, who also serves as Treasurer) as well
as the two of us as co-chairs for this year and
Liesbet Hooghe (University of North Caroline,
Chapel Hill) as Chair Emeritus. Mark Pollack
remains as Newsletter editor and Len Ray as
Webmaster, even though both have left the
Steering Committee at the end of their terms of
office. Also leaving the Steering Committee at
the end of his term was Andrew Appleton, who
had served for the last two years as Treasurer
of the Section. Liesbet thanked the outgoing
members for their service and we do too. We
also thank Liesbet for her sterling service as
Section Chair over the past year.

Other highlights of the meeting were the
awarding of Ernst Haas Best Dissertation Prize
to Uwe Puetter (Queen's University, Belfast) and
the Best Book Prize to V. P. Gagnon (Ithaca
College) for his book The Myth of Ethnic War:
Serbia and Croatia in the 1990s. More details

can be found on the section's website, http://
www.apsanet.org/~ep/.

No prize was awarded for Best Paper,
there having been no submissions deemed wor-
thy of a prize. The difficulty of soliciting submis-
sions for best paper was a topic for discussion
in the meeting, and it was decided that future
Best Paper prize committees would be more
pro-active in seeking out good papers from
among those presented at the section's panels.
Future prizes will also be more lucrative, at $200
per prize.

A topic left over from last year's meeting
was the possibility of naming the Best Book and
Best Paper prizes, in conformity with the Ernst
Haas Best Dissertation Prize. Jonah Levy had
chaired a committee that had considered vari-
ous names. However, there was not time to give
the matter a thorough discussion, so the topic
was tabled until next year's business meeting.
Minutes of the meeting can be found on the sec-
tion's website, http://www.apsanet.org/~ep/

Finally, this seems like a good occasion to
remind everyone that we are looking for new
submissions for Best Book, Best Dissertation,
and Best Paper prizes to be awarded at next
year's business meeting. Details of the commit-
tees and closing dates (March 1%, 2006) can be
found in this issue, and also on the section's
website, http://www.apsanet.org/~ep/. Thanks to
all the committee members for agreeing to
serve.

Best wishes to all from
Mark and Paulette
Mark Franklin, Reitemeyer Professor of Interna-

tional Politics, Trinity College Connecticut
Email: mark.franklin@trincoll.edu

Paulette Kurzer, Professor of Political Science,
University of Arizona.
Email: kurzer@arizona.edu

Joint Section Chairs, APSA European Politics
and Society Section
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Peter A. Hall and Kathleen Thelen
...continued from page 1

should begin from an analysis of how institutions
endure. We think the stability of institutions in
the political economy is built on combinations of
four factors. The first is the ubiquity of uncer-
tainty. Actors often know how existing institu-
tions serve their purposes better than they know
whether new institutions will do so. The second
is the body of common knowledge that under-
pins coordination. Coordination often rests on a
thick set of shared understandings built up by
experience over time. Shifting to new forms of
coordination can require new understandings
that are not easy to secure.

Institutional interaction effects operate in
much the same way. Over time, firms develop
business strategies that depend on the conjunc-
tion of multiple institutions. Shifting one may not
be attractive if other institutions must be shifted
as well for those strategies to remain effective.
Finally, the durability of institutions is often se-
cured by power relations, whether based on mo-
bilizational capacity, statute and hierarchy, or
relative opportunity costs. The German indus-
trial relations system endures, not because
there is more consensus between capital and
labor in Germany than elsewhere, but because
the organizations representing German labor
and capital have enough power to render the
alternatives to coordinated wage bargaining un-
attractive.

From this perspective, it follows that in-
stitutional stability is based on continuous and
relatively political processes of mobilization (see
Thelen 2001). Even when power relations un-
derpin an institutional arrangement, the actors
will continually test the limits of their power. Ac-
tors frequently probe the intentions of others in
order to assess and reaffirm shared understand-
ings. Since they depend on perceptions of inter-
est rather than objective interests, there is noth-
ing automatic about the durability of institutions
in the political economy.

For such reasons, those institutions are
also susceptible to change. In some cases,
change follows from socioeconomic develop-
ments that shift the power or perceptions of the
actors. In others, the impetus for change is en-
dogenous to institutional arrangements them-
selves. Shifts in the coordination of wage bar-
gaining in Sweden were partly inspired, for in-

stance, by the impact of existing institutions on
wage differentials.

We identify three routes to institutional
change. The most visible is reform that takes
place through deliberation among the relevant
actors and government policy. A second occurs
through defection, in which actors defect from
cooperative patterns of behavior, as small firms
in German metalworking are now doing. The
third operates through processes of reinterpreta-
tion whereby actors leave intact the formal at-
tributes of an institution, such as a vocational
training scheme, but gradually change the prac-
tices associated with it (Thelen 2004; Streeck
and Thelen 2005).

One of the striking features of these
processes is the role of distributive politics
within them. Institutional reform normally flows
from a coalitional politics inflected by distributive
concerns. It is a paradox of political economy
that institutional reforms with substantial effects
on the aggregate economy are often driven by
actors motivated, not by such effects, but by
whether the reforms distribute resources to or
away from them (Hopner 2003). In such con-
texts, whether reform will advance aggregate
performance often turns on whether existing in-
stitutions align aggregate and distributive objec-
tives.

Existing institutions influence the direc-
tion of reform in many other ways as well. Here,
the institutional complementarities identified by
a varieties-of-capitalism approach are relevant.
Actors’ interests in institutional reform in one
sphere of the political economy are often condi-
tioned by institutional arrangements in other
spheres. Swenson (2001) shows how the struc-
ture of industrial relations conditioned the posi-
tions taken by employers toward proposals for
pension reform in Sweden and the United
States.

This perspective does not expect the de-
veloped political economies to converge on a
single liberal model under the pressures of glob-
alization. However, neither does it expect them
to remain the same. Instead, we expect to see
institutional adjustment in all political econo-
mies, along tracks conditioned by existing insti-
tutions. Coordinated and liberal market econo-
mies should follow distinctive adjustment paths,
and there may be some divergences within each
group as well.

...cont. on page 4
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Peter A. Hall and Kathleen Thelen
...continued from page 3

Among the changes occurring in all the
developed economies is some “liberalization.”
But the terms of contemporary debate are mani-
festly inadequate. Many treat liberalization as if
it were a single process sweeping over the de-
veloped economies with uniform effects that
push each inexorably toward a liberal economic
model. However, there are substantial differ-
ences among reforms commonly described as
“liberal.” Some, such as measures facilitating
hostile takeovers, may be corrosive of the stra-
tegic coordination central to coordinated market
economies, while others, that make balance
sheets more transparent, may have few such
effects. Liberalization must be disaggregated,
the impact of each type of measure identified,
and note taken that even the same type of re-

Interdisciplinary Considerations:

form can have distinctive effects in different con-
texts.

In sum, we see the political economy as
an ecology of interacting institutions, which
change via defection, reinterpretation and a poli-
tics of mutual adjustment inflected by distributive
concerns. In that politics, the positions actors
take toward reform are conditioned by institu-
tional arrangements in many spheres of the po-
litical economy. To this, political economies
owe much of their path dependence and, be-
cause of it, we expect there to be distinctive va-
rieties of capitalism for many decades to come.

Peter A. Hall is Director of the Minda de Gunzburg
Center for European Studies at Harvard University.

Kathleen Thelen is Payson S. Wild Professor of Po-
litical Science at Northwestern University.

Management Studies and Economic Sociology

By Steven Casper

While Varieties of Capitalism (Hall and
Soskice 2001) builds on the large body of re-
search comparing national models of capitalism,
it offers a distinct contribution to this literature by
presenting microfoundations that link patterns of
company organization to national institutional
frameworks. Drawing on the economics of or-
ganization, the volume argues that different
product market strategies are associated with
the governance of a variety of organizational
dilemmas involving the relationship between
senior managers of a firm and its board, skilled-
employees, and industrial collaborators. The
success of the varieties of capitalism framework
in attracting the attention of management schol-
ars is directly tied to these microfoundations.
Because a dominant perspective in strategic
management, the capabilities framework (see
Teece, Pisano, and Shuen, 1998), also draws
upon the economics of organization, Hall and
Soskice (2001) created common ground with
management scholars. However, Varieties of
Capitalism differs in arguing that national institu-
tional factors, rather than firm-level managerial
practice, are the key drivers of industrial per-
formance.

The varieties of capitalism perspective
has had its strongest impact in management

research in the field of international business.
The perspective challenges the idea that inter-
national business should be characterized as an
arena populated by global firms that exist to
spread a uniform best practice around the world
(Omahe 1990, Clark and Fujimoto 1991). In-
stead, the varieties of capitalism perspective
suggests that a division of global productive la-
bor is sustainable. Moreover, it suggests that a
primary reason why global firms exist is to lo-
cate particular competencies within the national
institutional frameworks that best advantage
them. This new perspective on foreign direct
investment helps explain why, for example, Ger-
man and Swiss pharmaceutical companies lo-
cate much of their biotech operations in the
United States, while American and British firms
have moved substantial engineering-related
R&D to Germany. In recent years this perspec-
tive has gained credence within the international
business debate. For example, scholars inter-
ested in comparative business systems (Whitley
1999) have come to focus on institutional and
company organizational issues specified by va-
rieties of capitalism scholars.

Despite these in-roads, varieties of capi-
talism research has not made a large impact on
the larger field of strategic management. Draw-
ing on sociological institutionalism, varieties of
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capitalism research is predisposed to read off
the structure and strategy of companies from
the orientation of national institutional frame-
works.  For scholars interested in understand-
ing strategic management processes strong ver-
sions of institutionalism can create a straight-
jacket. Just as many political scientists hope to
advise governments, business scholars want to
advise managers and are thus strongly biased
towards agency-centered perspectives privileg-
ing managerial leadership.

Strengthening varieties of capitalism
studies by attracting the participation of more
management scholars requires the creation of a
more flexible framework with more degrees of
freedom. A starting point may be to view institu-
tional frameworks as tool-kits that actors employ
to solve problems. Here the microfoundations
provided by Varieties of Capitalism are useful in
suggesting that strategies aligned with institu-
tional structures should be easier for managers
to deploy successfully. Company-centered case
studies focusing on the incentive compatibility of
company strategies and national institutions
would advance the case and help strengthening
the follow-on political science arguments sur-
rounding the political preferences of firms. Very
little research has proceeded in this direction.
Mark Lehrer's (1999) research on adjustment
strategies by British Airways and Lufthansa is
probably the closest to what | have in mind.

Another area of interdisciplinary re-
search where the varieties of capitalism ap-
proach has had an important impact is in the
innovation and technology management field.
Drawing on evolutionary economics, an impor-
tant literature developed in the 1990s on na-
tional systems of innovation (e.g. Nelson and
Mowery 1999). This research tends to focus
narrowly on how training and education systems
and regulatory frameworks impact national com-
petitiveness within particular industries. A popu-
lar implication from this literature is that govern-
ments should construct “sectoral support sys-
tems” that are unique to each industry. Implicit
in these studies is the idea that any advanced
industrial economy could increase its competi-
tiveness in any industry by designing an appro-
priate innovation system. Varieties of capitalism
research challenges this perspective by focus-
ing on a different set of institutions (finance,
skills, corporate governance, etc.) and by argu-
ing that these institutions are encompassing in

nature and impact all industries within an econ-
omy. The varieties of capitalism approach ar-
gues that countries can develop institutions ap-
propriate for US/UK radical innovation strategies
in new technology industries, or sustained incre-
mental innovation strategies in established in-
dustries, but not both (see Casper and Soskice
2004). During the late 1990s, David Soskice's
research unit at the Wissenschaftzentrum Berlin
was involved in a multi-year European Union
project that fostered extensive cross-fertilization
between advocates of sectoral and national
frameworks for studying innovation. Competing
positions and empirical research from this pro-
ject can be found in Malerba (2004).

Despite its successes, the varieties of
capitalism perspective also faces challenges in
innovation studies. The usefulness of the
framework in explaining public policy towards
regional technology clusters sheds light on the
opportunities and challenges created by the
framework. Varieties of capitalism research has
a clear expectation for these types of innovative
outcomes: policy should be incentive compatible
with national institutions, yielding successful
high tech clusters in liberal market economies
(LMEs) and failures in coordinated market
economies (CMES). Yet considerable research
on regional clusters suggests that there is a het-
erogeneity of outcomes within both LMEs and
CMEs. There are far more failures than suc-
cesses in creating new technology clusters in
the United States, while recent years have seen
the appearance of clusters of radically innova-
tive firms in CMEs. Stockholm’s cluster of tele-
communications and software start-ups and the
appearance of a successful biotechnology clus-
ter in Mlnich are cases in point. In the case of
LMEs, regional heterogeoneity demonstrates
that institutions associated with LMEs may be
necessary to promote radically innovation, but
they are by no means sufficient. The CME
cases go even further in discrediting institutional
variables associated with the varieties of capital-
ism: they may not even be necessary to pro-
mote local agglomerations of highly innovative
firms.

Most of the leading research on technol-
ogy clusters is driven by economic sociologists
and management scholars. Economic sociolo-
gists work at a more local level of analysis and

...cont. on page 6
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Steven Casper
...continued from page 5

are interested in exploring, often in collaboration
with management specialists, how firms strate-
gize within institutional environments. Interest-
ingly, one of the leading theories explaining why
some clusters have a disproporianate number of
innovative firms (e.g. Silicon Valley) centers on
patterns of coordination in local labor markets
that is virtually identical to the argument in Va-
rieties of Capitalism (see Almeida and Kogut
1999). While there seems little doubt that na-
tional institutional factors have an impact on la-
bor market outcomes, local actors interpret and
act upon these incentives and constraints.
Case studies of US clusters show that institu-
tions within LMEs are incentive compatible with
the creation of successful clusters, but also that
these clusters depend upon patterns of local
coordination that are difficult to generate
(Casper 2005). Studies of European clusters,
particularly within CMEs such as Germany or
Sweden, illustrate the importance of varieties of
capitalism research in that policies aiming to en-
courage patterns of local coordination are ex-
plicitly designed to circumvent “normal” institu-
tional incentives within these economies
(Casper and Whitley 2004). While varieties of
capitalism research can provide analytical lever-
age in this type of interdisciplinary debate, it ap-

pears that problems of coordination can be ad-
dressed through multiple instruments, not all of
which are national in orientation. Understanding
the interplay of such multiple logics is an impor-
tant interdisciplinary challenge.

In summary, management scholars are
best positioned to provide reasonable and de-
fendable explanations surrounding topics such
as firm strategy, industry dynamics, or meas-
ures of performance at the company level. Gain-
ing their attention is important when political sci-
entists attempt to provide sophisticated analy-
ses of many political economy issues impacted
by companies. In this regard, the varieties of
capitalism framework has had some success,
particularly in the international business field.
Moreover, as the technology policy case illus-
trates, management scholars and economic so-
ciologists are increasingly coming to share the
interest in coordination that is at the core of va-
rieties of capitalism research. However, to gain
explanatory leverage over many policy depend-
ent outcomes impacted by companies, scholars
embracing the varieties of capitalism perspec-
tive will have to collaborate both with traditional
management researchers and, increasingly,
with economic sociologists.

Steven Casper is Assistant Professor of Manage-
ment Studies, Keck Graduate Institute of Applied Life
Sciences, Claremont, California.

Complementarities and Institutional Change

By Richard Deeg

The concept of institutional complemen-
tarity has rapidly gained significance within insti-
tutionalist theory. The core idea behind this
concept is that the coexistence of two or more
institutions mutually enhances the performance
of each individual institution — in essence, that
the whole is more than the sum of its parts.
Complementarity is typically used to explain why
institutions — and the actors who support them —
are resistant to change (e.g., Pierson 2004).
Such a conception and role for institutional com-
plementarity is at the heart of the Varieties of
Capitalism (VoC) approach (Hall and Soskice
2001). Indeed, it is the very existence of com-
plementarity that makes the whole notion of dis-
tinct models of capitalism plausible, since com-
plementarity presumes that there are a limited
number of ways to combine institutional ele-

ments successfully.

According to VoC, what makes coordi-
nated market economies and liberal market
economies equally successful in general eco-
nomic terms is the high level of complementarity
that exists in each model. The approach pre-
dicts that when confronted with pressures for
change, liberal market economies will become
“more liberal” and coordinated market econo-
mies will resist wholesale liberalization; they do
this in order to sustain the particular comple-
mentarities that lend them their distinct competi-
tive advantages in global markets. Drawing on
a larger essay (Deeg 2005), this essay argues
that, while institutional complementarities are
significant, assessing their causal effect on insti-
tutional change is difficult and ambiguous. A
better understanding of institutional develop-
ment requires that we embed complementarities
within a more general theory of institutional
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change which takes a broader view of the differ-
ent ways in which institutions interconnect.

If the concept of complementarity is to
be truly useful, then we must first tackle the is-
sue of metrics. Hall and Gingerich (2004) make
an excellent first effort to measure the effects of
institutional complementarities. Using the core
institutions identified in the VoC framework, their
study found a clear and internally consistent
clustering of economies into CME and LME
types, along with some in the mixed category.
These were then correlated with GDP growth
over the past two decades and, consistent with
the predictions of VOC, economies with high
levels of internal consistency, i.e., strong com-
plementarities, had higher growth rates than
those with lower internal consistency.

Notwithstanding the value of this study,
many problems with measuring complementari-
ties have yet to be resolved. For one, Hall and
Gingerich’s diachronic test finds a weakening
correlation between institutional complementari-
ties and growth over time. The authors are
pressed to explain declining complementarities
when the institutions which they believe gener-
ate them have not, in their view, undergone ma-
jor change. Secondly, this macro approach
generally obscures whether the institutions that
generate complementarities change over time;
or whether existing institutions have been re-
placed by ones that serve as functional equiva-
lents to earlier complementary institutions.

But more problematic than these meas-
urement issues are conceptual ones. How one
utilizes the concept of complementarity in ex-
plaining institutional change is determined by
which general model of institutions and institu-
tional change one adopts. Simplifying a bit, one
can juxtapose two basic approaches: the first
approach | will call the equilibrium-functionalist
and the second, the historical-political. In the
first approach, institutions represent self-
enforcing equilibria that change only as a result
of exogenous shocks. In this approach comple-
mentarities often help stabilize an institution by
increasing the value of that institution to actors.
In this approach change occurs through break-
down and replacement; once an institution
breaks down, the old complementarities no
longer matter in a strict sense. Complementari-
ties now matter insofar as actors attempt to de-
sign new institutions that will generate new com-
plementarities. In the equilibrium-functionalist

approach complementarities are analytically
central and relatively straightforward in their ef-
fects.

The VoC approach as originally formu-
lated largely follows this conception by allowing
for two possible patterns of institutional change
— either through marginal institutional change
without a fundamental change in the underlying
logic of economic models, or through wholesale
change in the system. The latter scenario
comes into play if one subsystem, say the finan-
cial system, is so radically altered that it brings
on radical institutional changes in other subsys-
tems in order to establish new equilibriums and
complementarities. Working in this paradigm,
Vitols (2004), for example, reviewed changes in
the German financial system and argued that
despite a wide range of institutional changes
since the late 1980s, these have been limited by
complementarities and the system broadly re-
tains its prior character and role in the economy.

The second, historical-political approach
eschews equilibrium analysis and conceives of
institutions as continuously evolving in non-
trivial ways. In many instances smaller or grad-
ual changes add up over time to major institu-
tional transformation (e.g., Streeck and Thelen
2005; Morgan 2005; Pierson 2004). In recent
work Hall and Thelen (2005) have begun to re-
cast the VoC framework around a conception of
institutions that comes closer to this model. In
this approach complementarities are likely to
matter a lot in shaping institutional change, but
not in ways easily measured or usable for pre-
dicting the direction of change. This is so for
several reasons. First, if the exact meaning of
an institution is always subject to some interpre-
tation or manipulation, then the complementari-
ties that derive from that institution are also
somewhat ambiguous. Thus actors may ignore
complementarities because they do not believe
they can be reliably assessed or they may shift
at unanticipated moments. Second, this ap-
proach tends to view complementarities as
evolving through an evolutionary, trial and error
process rather than by a one-off moment of in-
stitutional design. Thus complementarities
among specific institutions are viewed as histori-
cally constituted and variable (see Morgan
2005). In this view institutions embody relations
of power and authority and might also serve
other social purposes. Change in such institu-

...cont. on page 8
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...continued from page 7

tions is thus often guided by forces other than
efficiency gains (or preventing efficiency losses).

These two perspectives also lead to dif-
ferent views on how to measure complementari-
ties and, more importantly, how important such
efforts are for understanding change. Scholars
within the equilibrium-functionalist perspective
are more likely to focus on quantifiable comple-
mentarities and performance criteria such as
innovation, profits, and growth. Quantitative as-
sessments have the value of revealing the costs
and potential benefits of institutional change.
Knowing these costs, in turn, can inform predic-
tions about the likelihood of change. While the
benefits of such an exercise are clear, so are
the limitations. First, it becomes technically very
complex to measure complementarity among
more than two institutions (Boyer 2005). Sec-
ond, a simple toting up and comparison of rela-
tive costs and gains from institutional change is
unlikely by itself to yield reliable predictions of
change, in part because a given set of institu-
tions may generate different levels of comple-
mentarity for different sets of actors and it is not
a priori clear whose complementarities will mat-
ter.

From the historical-political perspective,
the “snapshot” approach of the equilibrium per-
spective misses the point — it assumes the com-
plementarities are static for a given set of institu-
tions. But if institutions as constantly evolving,

International Institutional Dimensions

By Orfeo Fioretos

The substantial attention that Varieties of
Capitalism (Hall and Soskice 2001) has re-
ceived is in large part a function of its sophisti-
cated microlevel explanation of why national re-
sponses to globalization vary along distinct
lines. In broad terms, the volume’s central argu-
ment is that institutional developments at the
national level are a function of how firms evalu-
ate the merits of existing national comparative
institutional advantages and whether or not they
chose to commit to, or defect from, the institu-
tional equilibria that produce these advantages.
Because complex competitiveness strategies
are often based on sustaining existing equilibria,
firms tend to prefer incremental changes to the

so too are the complementarities. This sug-
gests that “measuring” complementarity is likely
to be possible only post hoc, and it cannot be
assumed that what was measured at time A
continues at time B, even when the institutions
in question appear stable: Complementarity
more often resides not in the institutions them-
selves but how people use them. Thus formal
institutional stability can mask declining or rising
complementarity from the perspective of differ-
ent actors.

Beyond these problems of conceptualiz-
ing and measuring complementarity lies the fact
that complementarity is only one of many dy-
namics that affect institutional stability and
change. There are other sources that do not
necessarily reflect complementarity or an effort
to obtain or maintain complementarity (see Pier-
son 2004). Consequently, the VoC framework
needs not only to advance its conception of in-
stitutions per se, but also of the character and
role of institutional complementarity in explain-
ing the numerous — and in some cases far-
reaching — changes we observe in advanced
political economies. And, if institutional comple-
mentarities are more elusive and less constric-
tive of strategic choices by economic actors, we
may also need to go beyond complementarities
as the institutional basis for distinguishing varie-
ties of capitalism.

Richard Deeg is Associate Professor of Political Sci-
ence at Temple University.

existing system over radical change, and in the
process they end up reproducing relative diver-
sity in national systems despite the pressures of
globalization.

For the most part, however, globalization
represents the only international variable to
which this research tradition has attached seri-
ous attention. Other international factors, such
as the role of international institutions — includ-
ing norms, rules, and formal organizations — in
shaping distinct national adjustment strategies
have remained outside the purview of the varie-
ties of capitalism research agenda. The central
contention in this short essay is that the exclu-
sion of international institutions represents a li-
ability to the long-term viability of the research
program. Neither in advanced nor in developing
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countries does economic modernization take
place in a national institutional vacuum. Interna-
tional institutions provide national actors with
organizational routines, shape domestic norma-
tive contexts, as well as reward specific strate-
gies of reform. To continue in a progressive di-
rection of theory development, the varieties of
capitalism agenda ought to more seriously con-
sider these and other effects of international in-
stitutions on national policy and institutional de-
velopments.

The omission of the role of international
institutions in shaping national policy and institu-
tional development is not unique to Varieties of
Capitalism. In fact, it has been a long-standing
feature in the comparative political economy of
industrialized nations. If they have considered
the role of international institutions, most studies
have engaged in a similar maneuver to that
used by Andrew Shonfield in his landmark study
of the origins and evolution of capitalism in post-
war Europe. In his classic Modern Capitalism,
Shonfield briefly noted — only to as quickly justify
— the omission of considering the role of interna-
tional institutions in shaping post-war Europe.
Hidden in a footnote, nearly exactly in the mid-
dle of the book, Shonfield writes:

There are, of course, other types of
machinery, international in character,
which have developed since the
war ... [Modern Capitalism] is, how-
ever, concerned with an analysis of
national institutions of capitalism; the
role of the new international institu-
tions (EEC, GATT, IMF, and oth-
ers) ... is a large topic which de-
serves treatment on its own
(1965:230, n.16).

As a discipline, comparative political economy
has followed Shonfield rather closely. It has
omitted the role of international institutions in
shaping national policies, institutions, and eco-
nomic performance. And yet, both historically
and in the contemporary setting, international
institutions play important roles in shaping na-
tional economic strategies.

To some diplomatic historians, econo-
mists, and international relations scholars, the
exclusion of international institutions from the
study of advanced capitalism is a serious omis-
sion. In the European context, which is where
most work in the Varieties of Capitalism vein

has focused, there are several prominent exam-
ples. For example, to Alan Milward (1992), the
national economic models as we know them
post-1945 would not have existed without the
life vest offered by the European Economic
Communities. Barry Eichengreen (1993) con-
cludes that the European Payments Union, an
early multilateral arrangement aimed at ensuring
currency convertibility after World War I, repre-
sented an “essential concomitant” to domestic
reform programs and facilitated the early suc-
cess for post-war settlements in Europe. John
Ruggie's (1978) widely cited characterization of
the post-war settlement as a “compromise of
embedded liberalism” entails a similar claim.
The post-war economies were successful in
consolidating several diverse national models,
Ruggie argues, because they adopted a form of
multilateralism that was complementary to na-
tional designs.

The counterfactual that these scholars
implicitly raise is whether the absence of these
international institutions would have produced
the same kind of national economic models and
outcomes. Their answer is no. To this group,
then, excluding international institutions is much
more than an error of omission — it is an error of
commission. If this is true for Europe where
capitalist institutions have the longest history,
then we have no reason to expect things to be
different in other parts of the world, especially
today when international organizations are
heavily involved in shaping both policy and insti-
tutional agendas.

Despite the absence in the varieties of
capitalism literature of the effects of international
institutions on national institutional develop-
ments, it is an approach well-placed to take on
this challenge. Since it already places the firm
at the center of its analysis, it can without par-
ticular difficulty be extended to consider the ef-
fects of international institutions on firms’ policy
and institutional preferences. This can be done
by modifying the foundations of the societal ap-
proach to international political economy, which
has long anchored its explanations of interna-
tional cooperation at the microlevel through ex-
plicit theories of firm preferences (e.g. Frieden
1991). However, societal theories of firm prefer-
ences rely too strongly on material profiles, and
as such they are not equipped to explain why

...cont. on page 10
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firms with similar material profiles that are em-
bedded in different types of market economies
vary in their institutional preferences. Varieties
of capitalism offers an elegant, even parsimoni-
ous, framework that can fill this void. Some ef-
forts exist along these lines in the European
context (Fioretos 2001), but future work ought
also consider other parts of the world where in-
ternational organizations have become integral
agents in shaping domestic reforms.

One of the more exciting developments
in the varieties of capitalism research program is
its expansion beyond the European and North
American contexts. Scholars now use the
framework to study economic development in
Latin America and East Asia (Ross Schneider
2004, Haggard 2004). Developments in these
regions often take place against a back-drop of
regional and global multilateralism. As Dani
Rodrik (2002) notes, the feasible set of domestic
modernization strategies that are available to
developing countries are a function of the multi-
lateral context in which they operate. For exam-
ple, feasible strategies of economic develop-
ment under the current WTO system look very
different than they did under the early GATT
system. One general expectation from the va-
rieties of capitalism literature is that countries
with high levels of business coordination are
likely to be less positively inclined to adopt the
far-reaching versions of the liberal governance
models often advocated by international organi-
zations, while countries with low levels of busi-
ness coordination and less developed systems
of industrial relations, finance, and corporate
governance will be more likely to embrace, and
successfully consolidate, liberal market econ-
omy designs.

A more systematic approach to the po-
tential effect of international institutions on do-
mestic developments is needed. That agenda
may usefully begin by considering under what
conditions international institutions contribute to
the consolidation or the undermining of national
institutional equilibria. To scholars employing
Varieties of Capitalism, an answer to this ques-
tion centers on studying firms’ incentives to sup-
port or reject specific designs — for example, be-
cause they enhance governments’ credibility to
one set of reforms and institutions — the varie-

ties approach offers a microlevel framework for
evaluating the effects of international institutions
in domestic settings.

Two brief and disparate illustrations
make the general point. Capital adequacy stan-
dards have been redefined by international or-
ganizations like the OECD, IMF, and BIS and
now make it easier for domestic producers to
raise capital internationally. One of the conse-
quences of this development is that the incen-
tives for banks and producers to construct the
type of long-term relationships that distinguished
economic modernization strategies in coordi-
nated market economies a few decades back
are lowered significantly. In this case, interna-
tional institutions serve to undermine moderni-
zation strategies aimed at establishing a frame-
work of patient capital. But international institu-
tions may also help economies strengthen weak
institutions. For example, attempts by organiza-
tions like the ILO and UNDP in developing
economies, and the European Union in transi-
tion countries, to help local employers and work-
ers overcome market failures in vocational train-
ing systems may help firms gain access to em-
ployees with company specific skills by enhanc-
ing the incentives of firms to commit to a high-
skill equilibrium.

How, when, and to what extent interna-
tional institutions shape trajectories of national
developments remain open empirical questions.
But if the varieties of capitalism research
agenda is to continue to be a central voice in
comparative political economy, it must guard
against the temptation of excluding the potential
role of international institutions in shaping do-
mestic developments. In short, it must avoid
transforming its past error of omission into a fu-
ture error of commission. That we have ne-
glected to consider international institutions may
be understood as the effect of historical discipli-
nary division and specialization. But as this divi-
sion is steadily questioned and much scholar-
ship is devoted to overcoming the divide, it is
important that scholars in the varieties of capital-
ism vein not shy from the challenge. The temp-
tation of engaging in the Shonfield maneuver is
obvious: it is quick, elegant, and possibly re-
warded by disciplinary specialization. Resisting
this temptation, however, is likely to generate
long-term benefits that far outweigh the rewards
of employing Shonfield’s trick. It also promises
to expand the empirical relevance of the varie-
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ties of capitalism research agenda and give it
renewed theoretical relevance.

Mixed Market Economies

By Oscar Molina and Martin Rhodes

The Varieties of Capitalism (VoC) litera-
ture has focused on contrasts between two
ideal-types — the coordinated market economy
(CME) and liberal market economy (LMES).
While the former is dependent on non-market
relations, collaboration, credible commitments
and “deliberative calculation” on the part of
firms, the essence of the latter is one of arms-
length competition and formal contracting, and
the operation of supply and demand in line with
price signalling. Each has tightly coupled and
complementary sub-systems, different logics of
interaction and coordination between actors,
and distinctive forms of comparative institutional
advantage. Their closest real world counterparts
are, respectively, Germany and the United
States (Hall and Soskice 2001).

Numerous problems in this account are
routinely referred to: a preoccupation with insti-
tutional resilience and equilibrium; an excessive
interest in the firm and a neglect of the
“political,” especially at the macro-level; and dif-
ficulties in dealing with institutional misfits and
contradictions. VoC theory is caught in a trade-
off between parsimony and explanatory capac-
ity. It provides high heuristic value-added for
analyzing countries with performance-enhancing
institutions and well-established patterns of ac-
tor interaction and coordination, but deals less
well with “deviant” cases which lack reinforcing
complementarities.

Nevertheless, focusing on the case of
Italy and Spain, we argue (Molina and Rhodes
2006), that VoC theory can illuminate the char-
acteristics and adjustment mechanisms of
economies far from the LME or CME ideal
types. Following Hall and Gingerich (2004) we
refer to these as “mixed market economies,” or
MMEs. But three core innovations are needed: a
thorough understanding of the logics of collec-
tive action in MMEs and the sources of coordi-
nation failures; a focus on the changing role of
the state; and a fuller exploration of the links be-
tween economic adjustment and the broader
political system.

If VoC theory is right, the potential for
institutional “misfit” and coordination failures is

Orfeo Fioretos is Assistant Professor of Political Sci-
ence at Temple University.

especially acute in “mid-spectrum” economies.
Indeed, both Amable (2003) and Hall and Gin-
gerich (2004) argue that since they are denied
the complementarities of LMEs and CMEs, they
will, ceteris paribus, under-perform them. Italy
and Spain support this contention: low social
protection and high employment protection deter
investment in specific skills which, in turn pre-
vents industrial upgrading; product market regu-
lation leads to lower competitive pressures; and
state-protected bank-industry relations constrain
financial markets. Regardless of exceptions in
Italy’s competitive industrial districts, the result
is a pattern of price-based competition and in-
dustrial specialization, and numerous obstacles
to a higher-wage/higher-skills development
path.

This much we know. But whereas LMEs
and CMEs achieve different types of positive
equilibrium by perfecting market relations or
adapting collective coordination, it is much less
clear how and in which direction MMEs adjust.
Given competitive pressures and external
shocks, will they move towards the LME or CME
poles, remain stranded in their “bad-equilibrium”
positions or achieve a more positive calibration
between apparently incompatible sub-systems?

We begin with collective action. While
MME unions and employers are stronger organi-
zationally than in LMEs, they are more frag-
mented and less well articulated than in CMEs.
Accordingly, although they are unable to create
autonomous frameworks of coordination, unlike
in LMEs they do have sufficient power to veto
change. This coordination failure has been met
in the past by state intervention to provide an
alternative form of system governance (Schmidt
2002). Processes of adjustment therefore
strongly depend on the gate-keeping role of the
state and the capacities of interest organiza-
tions. Table 1 and figure 1 summarize these
contrasts.

But how is collective action linked to the
political system? While MMEs provide few in-
centives for actors to invest in long-term specific
assets, the stronger intervention of the state in
MMEs has led them to invest in one specific
kind of asset — political power — by forging links

...cont. on page 13
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Table 1: Three Varieties of Capitalism

CMEs

LMEs

MMEs

Dominant form of
coordination of mi-
cro-interactions

Autonomous coordination

Market; arms-length inter-
actions

Mixed (autonomous +
market) with a higher im-
pact of regulation and
state mediation

Source of comple-
mentarities

Bottom-up induced

Market-induced coher-
ence across policy arenas

State regulatory change
aimed to correct coordina-
tion failures

Re-enforcing mecha-
nisms (mechanisms

High permeability of politi-
cal system to domestic

High penetration of policy-
making by exogenous

Gate-keeping role of the
state; veto power of do-

cific assets

of stability) coalitions economic forces mestic actors

Time horizons Long-term Short-term State regulation may per-
Employers: strong and petuate long-term ineffi-
well-organized in sectors | cient equilibria

Investment in spe- High Low Medium-low

Organizational char-
acteristics of interest
associations

Employers: strong and
well-organized in sectors
Unions: politically strong
and well-articulated or-
ganizations

Employers: fragmented
Unions: strong firm-level,
but fragmented and politi-
cally weak

Employers: fragmented
Unions: politically strong
but fragmented and
weakly articulated

Role of the state

Enabling: protects collec-
tive goods

Minimum state: guaran-
tees the effective function-
ing of the market

Pervasive state: direct
production and regulation
+ correction of coordina-
tion failures

Expected reform
coalitions

Cross-class

Producer groups, multina-
tional industrial and finan-
cial groups

Class-conflict; fragmented
cross-class coalitions
(sectoral reform coali-
tions)

Figure 1: The organizational logic of complementarities in VoC

A

+

Coordination
Employer
Organizations

+

Articulation Trade Unions

Autonomous Coordination
Collective Goods delivered by the industrial relations system
Asset Specific investments
Bottom-up induced complementary change
Cross-class coalitions
Long-term horizon
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Figure 2: Analytical Framework
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with political parties. Dedicated assets between
interest groups and parties (e.g., the union as
party “transmission belt”) are more likely in pro-
portional (PR) and/or consociational systems
because electoral losses are less likely to erase
the value of the investment. Westminster/
majoritarian systems limit incentives to create
assets dedicated to one political party because
winners monopolize payoffs (Pierson and
Trowbridge 2002). Amable’s (2003) conception
of a two-tier or nested game provides a useful
way of understanding the links between the
macro and micro political levels. The two-tiered,
framework we propose is illustrated in figure 2.

At the micro level, the relevant variables
are the fragmentation of interest associations
and state intervention. Consequent coordination
problems create an obstacle to the autonomous
provision of collective goods. Fragmentation
also impedes the consolidation of a stable
framework for integrating social partners into the
policy-making system. The absence of strong
ties between the micro/meso and macro levels
in the system makes it difficult to develop cross-
system complementarities.

The macro features of the political sys-
tem become critical for explaining the dynamics
of system change, i.e. recalibrating state, mar-
ket and autonomous coordination, and the direc-

tion of adjustment paths. These dynamics will
differ markedly from MMEs with heavy-veto-
laden PR systems (e.g., Italy) to those with
more competitive majoritarian systems (e.g.,
Spain). We can hypothesize that while change
in the first will be incremental and more dis-
posed to coordinated solutions, in the latter the
withdrawal of the state is more likely to be re-
placed by the market.

Our case analysis reveals the following.
While the state still plays a greater role in
MMEs, its role has changed substantially,
though to different degrees. Privatization and
liberalization have gone furthest in Spain, par-
ticularly in social protection and in labor and fi-
nancial markets. Shifts in the triangle of state,
associations and market have been determined
by the capacity of economic actors to fill the
consequent regulatory vacuum. In this respect,
Spain resembles France rather than Italy to the
extent that labor weakness has allowed firms (in
the form of a “capital coalition” of foreign and
domestic companies and financial institutions) to
push through more liberal reforms. What ex-
plains this difference? Compared to Italian PR
system, the Spanish system provides fewer op-
portunities for unions to veto policies. This fact
also helps explain why concertation has been so

...cont. on page 14
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...continued from page 13

critical in the Italian case for socio-economic re-
form — and why reform stalls so badly when con-
certation is unachievable. In Spain, it still makes
sense for unions to try impose their vetoes on
those areas where they enjoy other power re-
sources than simply political leverage; after all,
they still have a relatively high capacity for mobi-
lization and the threat of conflict is a credible
one. Hence, concertation in industrial relations
and on labor market issues is still a win-win so-
lution for both employers and unions when it can
be achieved, but the power of unions within con-
certation is more constrained than in Italy.

A key consequence of these union
power differentials between the two countries
regards the externalization of adjustment costs.
In Spain these have to a large extent been
borne by workers, and much less by firms and
the state itself. By contrast, and reflecting the
greater veto powers of the labor movement and
its political allies, ltalian policies have dimin-
ished the direct impact of adjustment on labor
and the state budget has instead assumed
these costs, which, in turn, have translated into
higher social contributions for both employers
and employees.
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The 2005 German Election: What to Expect from the Grand Coalition

By Dorothee Heisenberg

Germany’s September 18, 2005 Federal
election may prove to be an important marker in
German history. Called by Chancellor Gerhard
Schréder a year before it was due, the election
brought about a new party and only the second
grand coalition in Germany’s postwar democ-
racy. Apart from the historic “firsts” that com-
mentators have remarked on—Angela Merkel,
the first woman chancellor, as well as the first
from the eastern Lander—there is hope the new
grand coalition between Social and Christian
Democrats may eventually be able to break out
of the “joint decision trap” that Fritz Scharpf
(1976) first identified in German politics. Many
analysts have attributed Germany's economic
malaise to this trap, which allows reform oppo-
nents to use multiple veto points to perpetuate
a dysfunctional status quo. With the new SPD-
CDU/CSU grand coalition the possibility exists
that Germany could tackle some of its more in-
tractable problems and revitalize the economy.

When Schroder called the election in
May of 2005, it was an admission that he was in
a weak position. He had lost the support of the
left wing within the SPD by implementing mod-
erate labor and economic reforms. The election
in North Rhine-Westphalia had been the latest
in a string of Land election defeats, and al-
though Schréder had made the economy his
prime concern, the number of unemployed rose
to 5 million during his term, and his reforms an-
tagonized his main political base.

In June, the left wing of the SPD broke
away under the leadership of Oskar Lafontaine
and joined with the former East German re-
formed socialist party, the PDS, to create a new
party, the Linkspartei, or Left Party. Effectively,
this brought out into the open a longstanding
internal SPD party fight between those who be-
lieved labor reforms were the remedy for Ger-
man economic malaise, and those who thought
the business sector was to blame. The SPD
leaders had tried for 4 years to straddle that di-
vide, but the contradictions of the party’s legisla-
tive agenda and its union base finally caused
the split.

The creation of the Linkspartei was an
indication of the PDS’s likely staying power in
national politics. In the post-unification elections

it had received seats in the Bundestag by win-
ning 3 individual districts outright. The merger
with the disaffected SPD members in the west-
ern districts, however, puts the party on much
surer footing, and makes it less of a special in-
terest party of mostly nostalgic eastern voters.
Although both the SPD and the CDU/CSU ruled
out a coalition with the Linkspartei before the
election, the Linkspartei was quite successful
and it came to exceed the Greens in the poll.

When Schréder called the early election,
the CDU/CSU was unprepared to fight an elec-
tion. In 2002, the CSU leader Edmund Stoiber,
who had beaten CDU leader Merkel for the op-
portunity to run against Schréder, lost the gen-
eral election. In 2005, many in the combined
party were against putting a woman from the
east up to run against Schroder, but Merkel was
able to assert herself within the party and she
quickly became both the candidate and the elec-
tion frontrunner. Her governing style of negoti-
ating in private and achieving consensus proved
important in getting the nomination of her party
as well as in the later coalition talks.

Aside from minor differences in foreign
policy between the SPD and CDU/CSU plat-
forms (Merkel suggested Turkey be offered
privileged partnership instead of membership in
the EU, and that she would take a more critical
line with Russia’s President Putin), the main dif-
ferences between the two parties related to the
German economy. However, Merkel was no
Thatcher, and the conservatives’ restructuring
ideas were moderate by international standards.
For the past 15 years, economists of all political
stripes have agreed that a major source of em-
ployment disincentives was the legacy of fund-
ing unemployment and health care benefits out
of wages instead of the general taxation, thus
adding a significant non-wage expense to each
employee’s labor costs.  Similar agreement
among economists could be found in the dislike
of the sector-wide minimum wage that has been
a hallmark of the German economy but that did
not consider firm or sector productivity in wage
setting.  Finally, there was cross-party agree-
ment on the need to change German federal-
ism. In particular, there is broad agreement on
enhancing the incentives for LaAnder to manage
their states in a fiscally sound manner, and on
limiting the veto rights of Lander presidents over
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legislation that impact state competences. In
2004 there had almost been agreement on
changes to federalism (negotiated in a commis-
sion headed by CDU party chairman Franz
Muntefering and Stoiber) but the issue of educa-
tion reform thwarted the negotiation of a single
program (Gunlicks 2005). Finally, the Christian
Democrats themselves did not favor radical re-
ductions in the generous social welfare provi-
sions. Thus the CDU/CSU platform was not in
complete opposition to the SPD positions.
Schrdder’s appeal to the electorate was
more pragmatic: having lost his hard-left base
to the Linkspartei, he promised reform with a
heart. SPD voters were skeptical, not least be-
cause the Agenda 2010 reforms had been
badly implemented. However, Schroder was a
much more telegenic campaigner than Merkel,
and German pundits worried that German elec-
tions were becoming more personalistic and
American in nature. The CDU/CSU, which had
taken a commanding 22% lead in the opinion
polls in June, saw Merkel's lead drift downward
throughout the summer. One of the biggest
drops in her popularity was caused by her nam-
ing Paul Kirchhof, a former judge who favored a
flat tax, as potential finance minister in her gov-
ernment. The SPD pounced on this choice as
demonstrating the dangerous neoliberal eco-
nomic ideas that CDU/CSU secretly harbored.

Table 1: Election Results, 2002 and 2005
(* 2005 Allensbach poll results, 10-15 Sept.,
Frankfurter Allgemeine Zeitung)

2002 2005 (last
poll before
election”)

SPD 38.5 34.2 (32.5)
CDU/CSU 385 35.2 (41.5)
Greens 8.6 8.1(7)
FDP 7.4 9.8 (8)
Linkspartei | 4.0 8.7 (8.5)
(PDS in

2002)

Others 3.0 4.0
Turnout 79.1 7.7

The final poll before the election showed
Merkel getting almost 42% of the vote. The
CDU/CSU actual share of the final vote, ap-
proximately 35%, was considerably less than
what voters had told polisters a week before the
vote. Coupled with the worst voter turnout in
postwar German elections, one might guess that
core CDU/CSU voters in particular did not show
up as planned, or did not vote as they had said
they would. Having a woman candidate was
likely difficult for some core Conservative voters,
and a sexist bias would not necessarily show up
in opinion polling.

The election results brought further un-
certainty. Since the result was so close, there
was a small chance that a special election in a
district in Dresden on October 2 could be rele-
vant to the final outcome. Moreover, even
though both parties again repudiated the
Linkspartei, alternative arrangements with exotic
names like the “Jamaica coalition” (CDU/CSU-
FDP-Greens) and the ‘“traffic light coali-
tion” (SPD-FDP-Greens) were contemplated in
an effort to avoid a grand coalition.

When the new grand coalition govern-
ment was sworn in on November 22, many of
the more divisive issues had been set aside or
watered down during the coalition negotiations.
Nonetheless, during the coalition negotiations
Merkel proved herself able to bring together im-
portant members of both the SPD and CDU/
CSU despite walkouts by senior party officials
Mintefering (who later decided to serve as Vice
Chancellor of the cabinet) and Stoiber. The final
coalition of 8 SPD and 8 CDU/CSU ministers is
fairly centrist and involves younger party mem-
bers than the outgoing SPD-Green coalition
(average age 55 to Schroder’s 60).

The coalition agreement paired pain for
both parties’ voters, including an increase in in-
come taxes for the wealthy and an increase in
the time allowed to fire a worker from 6 months
to two years. There is agreement that the
budget deficit should be a priority, as well as
refinancing of the health care costs out of gen-
eral revenues rather than employee contribu-
tions. Thus some compromises have already
been made. It is likely that these will not be
enough to completely revitalize the German
economy, but opinion polls of both ordinary Ger-
mans and businessmen in December show a
rising optimism that 2006 will be the year the
economy finally turns around. Since lack of do-

...cont. on page 18
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Dorothee Heisenberg
...continued from page 17

mestic consumption has been one of the factors
economists believe has held back recovery so
long, the new German optimism might work in
the coalition’s favor by speeding recovery and
allowing the coalition more leeway in making
difficult decisions.

Both parties recognize the need for eco-
nomic reform, but neither is willing to do so at
the cost of a huge electoral black eye. A grand
coalition allows the two main parties to under-
take the necessary changes without giving the
opposition the opportunity to exploit interest
group anger. The grand coalition can potentially
also eliminate the gridlock of having the
Bundesrat veto legislation.

Of course, the smaller parties will try to
make political hay from the collusion between
the large parties. In the end, however, small par-
ties will continue to need one of the big two.
Thus, if public anger at reform is attached to
both of the large parties, it can be electorally

diffused. There are other possible outcomes
(e.g. anger at grand coalition results causes vot-
ers to turn to extremist parties) but these out-
comes are less likely in a period of economic
growth. Hopefully a virtuous circle will finally be
created so that when the coalition breaks apart,
the economy will have turned the corner.

Dorothee Heisenberg is Associate Professor, Johns
Hopkins University School of Advanced International
Studies.
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Call for Nominations, APSA/EPS Prizes 2006

Call for Nominations: Best Book on
European politics and society published
during 2005.

Deadline: March 1, 2006

The Section’s Prize for Best Book published on
European Politics and Society during 2005 will
be awarded by a committee consisting of Jeffrey
Anderson, Frank Schimmelfennig, and Craig
Parson. Books to be considered for this award
must be nominated by the publisher by March 1,
2006 (we cannot accept self-nominations).
Please send a letter of nomination and one copy
of the book to each committee member. For in-
quiries, please contact Professor Jeffrey Ander-
son (jjas@georgetown.edu).

Prize committee:

Professor Jeffrey Anderson (chair), BMW
Center for German and European Studies,
Georgetown University, ICC-501, Washington
DC 20057-1022. Email: jja5@georgetown.edu

Frank Schimmelfennig, Center for Com-
parative and International Studies (CIS) Swiss
Federal Institute of Technology, ETH Zentrum
SEI G 12, Seilergraben 498092 Zirich, Switzer-
land.

Email: frank.schimmelfennig@ep.gess.ethz.ch

Professor Craig Parsons, Political Science
Department, 1284 University of Oregon, 1415
Kincaid St, PLC 936, Eugene, OR 97403-1284.
Email: cap@uoregon.edu

Call for Nominations: Ernst B. Haas EPS
Prize for the Best Dissertation on Euro-
pean Politics and Society of 2005

Deadline: March 1, 2006

The Section’s Prize for the Ernst B. Haas Best
Dissertation on European Politics and Society
filed during 2005 will be awarded by a commit-
tee consisting of John Keeler, Sheri Berman,
and Mitchell Orenstein. To be considered for
this award, a dissertation must be nominated by
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the chair of the department in which it was de-
fended (again, we cannot accept self-
nominations). Letters of nomination and a copy
of the dissertation must be sent to the chair and
to the members of the award committee and
must be postmarked on or before March 1,
2006. For inquiries, please contact John Keeler
(keeler@u.washington.edu).

Prize committee:

Professor John Keeler (chair), Political
Science, University of Washington, 101 Gowen
Hall, Box 353530, Seattle, WA 98195.
Email: keeler@u.washington.edu

Professor Sheri Berman, 411 Lehman
Hall, Barnard College, Columbia University 3009
Broadway, New York, NY 10027-6598.
Email: sberman@barnard.edu

Professor Mitchell A. Orenstein, Depart-
ment of Political Science, 100 Eggers Hall Max-
well School of Syracuse University, Syracuse,
NY 13244-1090.

Email: maorenst@maxwell.syr.edu

Call for Nominations: Best Paper on
European Politics and Society presented
at 2005 APSA Meetings

Deadline: March 1, 2006

The Section's prize for the best paper on Euro-
pean politics and society presented at the 2005

APSA meetings will be awarded by a committee
consisting of Robert Cox, Harvey Feigenbaum,
and Alice Cooper. Any paper presented at the
2005 meetings that deals with European politics
and society may be nominated for this award.
Nominations (a brief note of nomination as well
as a copy of the paper itself) should be sent to
each of the three committee members, either
electronically or in hard copy, and must be re-
ceived by March 1, 2006. Inquiries can be di-
rected to Robert Cox (rhcox@ou.edu).

Prize Committee:

Professor Robert H. Cox (chair), School
of International and Area Studies, Oklahoma
University, 729 Elm Ave, Room 116, Norman,
OK 73019-2105. Email: rhcox@ou.edu

Professor Harvey B. Feigenbaum, Elliot
School of International Affairs, George Wash-
ington University, 957 E Street, NW Suite 501
Washington, D.C. 20052.
Email: harveyf@gwu.edu

Professor Alice Cooper, Department of
Political Science, University of Mississippi, Ox-
ford, MS 38677. Email: acooper@olemiss.edu

Please advertise these opportunities in your de-
partment. The prizes will be awarded at the
Business Meeting of the European Politics and
Society APSA Section at next year's APSA
meeting in Philadelphia.

The Claremont-UC Undergraduate Re-
search Conference on the European Un-
ion, April 6 and 7, 2006

Deadline: March 6, 2006

Undergraduate students of the University of
California system (Berkeley, Davis, Irvine, Los
Angeles, Riverside, San Diego, San Francisco,
Santa Cruz, Santa Barbara) and the Claremont
Colleges are encouraged to submit applications
and paper proposals that enhance their training
in and knowledge of the European Union and
US/European relations. Having completed indi-
vidual projects, students from each participating
institution and their faculty mentors will gather
for an interactive conference focusing on Euro-
pean issues and student research. Other cam-
puses are invited to submit applications also,
although, preference will be given to applicants
from the UC system and the Claremont Col-
leges.

Students may pursue a wide range of topics that
reflect their interest, expertise, and past re-
search. Topics may deal with, but are not limited
to, the following issues: defining sovereignty and
the role of the state in the European Union; con-
stitution for the European Union; institutional
reform; immigration policy; minority issues;
enlargement and Turkey; nationalism and poli-
tics of the right; transatlantic relations and the
war in Irag.

Application deadline: March 6, 2006. Early appli-

...cont. on page 21
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APSA/EPS News and Announcements

Call for EPS Syllabi

One of the EPS Section’s most popular features
has long been the syllabus bank collected by
the section and made available on the Section’s
website. During the coming months, we will
seek to augment the thirteen syllabi already in
that bank with selected syllabi for courses on
European politics (East and West), the Euro-
pean Union, and specific European countries at
the undergraduate and graduate level. We in-
vite members to submit syllabi for possible inclu-
sion in the section’s on-line collection.

In keeping with the broad scope of the EPS
Section, we welcome syllabi on any geographic
area within Europe, including general European
courses; courses focusing on Western or East-
ern Europe or the European Union, respectively;
country-specific courses (existing examples in-
clude Germany, France, and Russia); and the-
matic courses on topics such as citizenship, the
welfare state, political economy, parties and
elections, and democratic transitions.

The selection committee consists of Mark Pol-
lack (Temple University;
mark.pollack@temple.edu), Anna Grzymala-
Busse (University of Michigan;
abusse@umich.edu), and Leonard Ray
(Louisiana State University; Iray2@lsu.edu). All
syllabi may be sent as attachments (ideally in
Word or rtf format) to the members of the com-
mittee.
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Member Discounts on Journals, Books,
and Other Instructional Materials

The Scholar Saver, a joint publication of
the American Political Science Association and
the American Historical Association, is
a members-only catalog of discounted journals,
books, and instructional materials of special in-
terest to historians and political scientists, is
available to members of both associations.
Europe-related titles available at a discount in-
clude Comparative Politics, Comparative Euro-
pean Politics, Comparative Political Studies,

European Journal of Political Research, Euro-
pean Political Science, and French Politics. For
a full list of Scholar Saver journals and prices,
logon to MyAPSA at http://www.apsanet.org/
member/ and click on the “Scholar Saver” link.

APSA Centennial Center for Political Sci-
ence & Public Affairs
Visiting Scholars Program

The American Political Science Association re-
cently opened the Centennial Center for Political
Science & Public Affairs in its headquarters
building in Washington. As part of its programs,
the Centennial Center assists scholars from the
United States and abroad whose research and
teaching would benefit from a stay in and ac-
cess to the incomparable resources available in
the nation's capital. The Center provides Visiting
Scholars the infrastructure needed to conduct
their work, including furnished work space with
computer, phone, fax, conference space, and
library access.

The Center has space to host 10 scholars for
extended periods of time, ranging from weeks to
months. Space for shorter "drop-in" stays is
also available. Scholars are expected to pursue
their own research and teaching projects and
contribute to the intellectual life of the residential
community by sharing their work with Center
colleagues in occasional informal seminars.

Eligibility is limited to APSA members. Senior or
junior faculty members, post-doctoral fellows,
and advanced graduate students are strongly
encouraged to apply. A short application form is
required and submissions will be reviewed on a
rolling basis. Positions are awarded based on
space availability and relevant Center program-
ming.

For more information and an application please
visit the Centennial Center web site
www.apsanet.org/centennialcenter or call Sean
Twombly at 202.483.2512.
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Nominate 2006 APSA Committees and
Council

Deadline: January 13, 2006

Member nominations are being sought for a
number of committees and candidates for 2006
Council and offices. Nominations will be ac-
cepted until Friday, January 13, 2006.

Robert Axelrod, APSA president-elect, seeks
nominations from APSA members for a number
of standing and award committees. View the
committees that require new appointments for
terms beginning September 2006 online at:
http://www.apsanet.org/content 2623.cfm.
Nominations for committees should be sent to
Rebecca Myers by email (rmyers@apsanet.orq)
or by mail to Rebecca Myers, Committee Nomi-
nations, APSA, 1527 New Hampshire Avenue,
NW, Washington , DC 20036-1206.

The APSA Nominating Committee welcomes
your suggestions for candidates for 2006 Coun-
cil seats and offices. This year, eight Council
seats, three vice-presidencies, and the offices of
president-elect and secretary are open. Council
members serve two-year terms.

Forum References
...continued from page 15

Thelen, Kathleen 2004. How Institutions Evolve. New
York: Cambridge University Press.

Thelen, Kathleen. 2001. Varieties of Labor Politics in
the Developed Democracies. In Hall and
Soskice, Varieties of Capitalism: 71-103.

Vitols, Sigurt. 2004. Changes in Germany’s Bank-
Based Financial System: A Varieties of Capi-
talism Perspective. Social Science Research
Centre Berlin, Discussion Paper SP 1l 2004-
03.

Whitley, Richard. 1999. Divergent Capitalisms: The
Social Structuring and Change of Business
Systems. Oxford: Oxford University Press.

Call for APSA Small Research Grant
Proposals

Deadline: February 1, 2006

The APSA Small Research Grant Program sup-
ports research in all fields of political science.
The intent of these grants is to support the re-
search of political scientists who are not em-
ployed at PhD granting institutions and to help
further the careers of these scholars. Grant re-
cipients in the last five years have published
over 12 books, 16 refereed articles, 8 book
chapters, many working papers, and a large
number of conference presentations. Others are
still working on book, article, and conference
projects and many recipients report great bene-
fits for their students. Students have co-
authored projects, worked as research assis-
tants, and benefited through the professors'
classroom use of their research. Many recipi-
ents also were able to use the APSA grant as
seed money to get additional funding. The dead-
line for submissions is February 1, 2006. For
more information, visit the Small Research
Grant Program page of the APSA website at
http://www.apsanet.org/section_509.cfm.

Call for Nominations
...continued from page 19

cations are encouraged as space may fill up
fast. Applications will be considered on a first
come first serve basis. Applications will be ac-
cepted from schools (group applications) and
individual students. Registration materials are
available on the EU Center website:
www.eucenter.scrippscol.edu. For more infor-
mation contact the European Union Center of
California, Scripps College, 1030 Columbia Ave-
nue, Claremont, CA 91711-3948. Tel: (909)
607-8263. E-mail: tecenter@scrippscol.edu.
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European Studies News and Notes

European Studies Conferences and Calls
for Papers

Fifteenth International Conference of
Europeanists
Chicago, 29 March — 2 April 2006

The Council for European Studies will hold its
fifteenth Biennial Conference of Europeanists at
the Drake Hotel in Chicago, lllinois, 29 March —
2 April 2006. For more information, see the
Council's website: http://www.europanet.org/
conf/conf.html.

Call for Papers: UACES 2006 Annual Re-
search Conference

UACES Annual Research Conference, Limerick,
Ireland (31 August — 2 September 2006. The
conference theme is “Visions of Europe: Key
Problems, New Trajectories”, with plenary ses-
sions on “Comunicating Europe with the Citi-
zen,” “The View from Other Global Regions,”
and “Which Trajectories for Europe?” The key-
note address will be given by John Bruton, the
EU's 'ambassador' to the US. Paper proposals
on any EU issue in any social science will be
considered, although preference will be given to
panel proposals. Further details about how to
apply are available via the UACES web page,
WWw.uaces.org.

Conference: Islam in the European Pub-
lic Sphere, 27-28 January 2006

This conference, hosted by the Center for the
Study of Europe Brigham Young University,
aims to advance our understanding of the role of
Islam in the European public sphere. The con-
ference organizers (Wade Jacoby of BYU and
Hakan Yavuz of the University of Utah) have
invited original papers for presentation at a con-
ference to be held at BYU in Provo, Utah. Se-
lected papers will be considered for publication
in a special issue of the Journal of Muslim Mi-
nority Affairs. The workshop panels will take the
following set of questions and themes as points

nority Affairs. The workshop panels will take the
following set of questions and themes as points
of departure within the context of different Euro-
pean countries: 1) Under what conditions does
Islam become a source of group identity, politi-
cal mobilization, or resistance in the European
context? 2) Which European public realms (e.g.
the state, political society, civil society) are most
effectively utilized by religious groups to partici-
pate in public debates? 3) How do religious in-
stitutions (or the lack thereof) affect governance
structures at local, national, and supra-national
levels in Europe, and how (if at all) do Muslims
operate within such institutions? 4) How do the
EU institutions and decision-making mecha-
nisms shape the particular form of church-state
relations in European societies? 5) How is the
tension around European Muslims perceived by
other religious groups? What is the impact of
this interaction on religious life in general and
social harmony in Europe? Is there a counter-
mobilization of the part of other religious groups
(like the European evangelical or Catholic com-
munities)? 6) What are the policy implications
for domestic security, political economy, reli-
gious freedom, and civil liberties? A second con-
ference is planned for 2007-08, and scholars
with work related to these themes are invited to
contact CSE at wade.jacoby@byu.edu.

31° Annual European Studies
Conference
University of Nebraska, 5-7 October 2006

The 31st Annual European Studies Conference,
sponsored by the University of Nebraska at
Omaha, brings together individuals diverse in
disciplines, but united in their interest in the area
between the Atlantic and the Urals. Interdiscipli-
nary panels, workshops, plenaries, and perform-
ances bring perspectives and insights that have
earned the conference a reputation for high aca-
demic quality. The conference will be held Oc-
tober 5-7, 2006. For more information, contact:
Tatyana Novikov, Conference Coordinator, De-
partment of Foreign Languages, ASH 301, Uni-
versity of Nebraska-Omaha, Omaha, NE 68182,
tel.: (402)554-4840, european@unomaha.edu,
www.unomaha.edu/esc.
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European Consortium for Political Re-
search Conferences

The European Consortium for Political Research
will hold a series of conferences during 2006-
2007, including:

e 2006 Joint Sessions, 25-30 April, Nico-
sia, Cyprus;

e ECPR's 1% Graduate Conference, 7-10
September 2006, Essex, UK; and

e 2007 Joint Sessions, 7-12 May 2007,
Helsinki, Finland.

For information on these and other ECPR-
sponsored events, see http://www.essex.ac.uk/
ecpr/events/index.asp.

ECPR Summer School for Methods &
Techniques, 7-18 August 2006

The European Consortium for Political Research
(ECPR) introduces a new summer session in
Methods and Techniques that will occur from
August 7-18, 2006. The curriculum will cover
introductory and intermediate courses in both
guantitative and qualitative methods. If you are
a social science graduate student -- either at
Master's or PhD level - and you wish to comple-
ment your in-house methodological training with
an ECTS accredited two-week intensive course
hosted at a spirited University in a scenic area,
consider the ECPR Summer School in Methods
and Techniques in Ljubljana. For more informa-
tion, please visit http://www.ecprnet.org or http://
www.essex.ac.uk/ecpr/events/summerschools/
ljubljana/index.aspx

Penn-Temple European Studies Collo-
guium Established

The University of Pennsylvania and Temple Uni-
versity announce the establishment in Fall 2005
of the Penn-Temple European Studies Collo-
quium (PTESC), established to promote the
study of Europe in the Delaware Valley. PTESC
aims to build an active scholarly community in
the region with regular opportunities for the ex-
change of ideas and research, and welcomes
the participation of scholars from all post-

secondary institutions in the Delaware Valley.
Scheduled speakers for Spring of 2006 include
Daniel Ziblatt (Harvard University), Victoria De-
Grazia (European University Institute), Josh
Tucker (Princeton University), Juan Diez
Medrano (Universitat de Barcelona, Spain),
Mary O’Sullivan (Penn), and Mark Kesselman
(Columbia University). For more information
see the PTESC website: http://
www.ptesc.ssc.upenn.edu.

EPS Section Officers, 2005-2006

Co-Chair: Paulette Kurzer
University of Arizona
E-mail: kurzer@arizona.edu

Co-Chair: Mark Franklin
Trinity College (Connecticut)

Chair-Elect and Program Chair:
Christopher Anderson
Syracuse University

Treasurer: Wade Jacoby
Brigham Young University

Webmaster: Leonard Ray
Louisiana State University

Newsletter Editors: Richard Deeg,
Orfeo Fioretos, and Mark A. Pollack
Temple University

Steering Committee

2005-08 term:

Christopher Anderson (Syracuse University)

Kees van Kersbergen (Free University Amsterdam)
Tanja Borzel (Free University Berlin)

2004-07 term:

Isabela Mares (Stanford University)
Valerie Bunce (Cornell University)
Mark Franklin (Trinity College)

2003-06 term:

Liesbet Hooghe (chair-emeritus; UNC-Chapel Hill)
Paulette Kurzer (University of Arizona)

Wade Jacoby (Brigham Young University)

EPS Website
http://www.apsanet.org/~ep/
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