Employment, Consumption, Debt, and European
Industrial Relations Systems

COLIN CROUCH*

Comparisons between British and German employment performance in recent
years have characterized the two countries as, respectively, finding a formula of
high employment based on high-consumption expenditure financed by household
debt, and remaining tied to an external trade and low-consumption model that no
longer creates jobs. Placing these two countries in a wider perspective of all Euro-
pean Union member states and the United States reveals a different picture. Two
different patterns seem associated with high employment levels: a northern Euro-
pean one of low-consumption expenditure and high household debt, and an
Anglophone one of high-consumption expenditure and high household debt.
Links for these contrasting models are sought in their very different social policy
and industrial relations systems. Questions are raised concerning the role of
household debt in the northern European cases, and the lack of any clear patterns
differentiating much of western, southern and central Europe.

Introduction

THE FINANCIAL CRISIS OF 2008—2009 DEMONSTRATED THE IMPORTANCE IN SEVERAL
economies of high levels of household debt to provide resources in which
secondary financial markets could trade. Attention has obviously been paid to
the consequences for the banking system and public finances, but there are
also implications for other parts of society. Ideas of distinctive societal models
and varieties of capitalism (Amable 2003; Crouch and Streeck 1997; Esping-
Andersen 1990, 1999; Hall and Soskice 2001) have drawn attention to the
interconnectedness of institutions, linking financial systems, industrial relations
arrangements, and social policy. In particular, an identifiable Anglophone
form of capitalism has been depicted as characterized by highly flexible,
unregulated, and short-termist financial markets. For many observers, these
characteristics have been a strength and key to the perceived economic success
since the mid-1990s of the countries involved, and as having important
implications for how labor markets have been governed. This narrative has to
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be re-evaluated in the light of the crisis of that system, although the way in
which its earlier success led to its being imitated in many other societies weak-
ens the force of the contrasts that might be observed with other system types.

One achievement of the literature on varieties of capitalism has been to chal-
lenge the separations that used to exist among different objects of social
research. A generation ago, industrial relations specialists would rarely have
mentioned the financial system as a relevant variable; they would not often
have even mentioned other fields of social policy, as their nineteenth- and
early-twentieth-century predecessors certainly did. This is no longer defensible,
and we need to be aware of the interconnectedness of institutional spheres,
and how our principal object of study is affected by its environing institutions.

On the eve of the financial crisis, one could very roughly summarize the
achievements of a more integrative literature as follows:

1. The neo-liberal Anglophone economies, with liberalized finance,
residual social policy, flexible labor markets, and rather weak
industrial relations institutions were seen as achieving high levels
of economic success, as measured by rates of growth, innovative
capacity, and levels of employment. They did not perform very
well in international trade in manufacturing, but had developed an
endogenous growth model, the population creating employment by
buying and selling flexibly produced services to each other. The
international trade deficits did not matter, because foreigners were
willing to buy the debt, taking advantage of the lightly regulated
financial system.

2. In the Nordic countries, a combination of economic liberalization
with highly advanced social policy, mixed labor markets, and very
powerful industrial relations institutions were achieving similar lev-
els of innovative capacity and employment levels, with overall
lower growth rates but also with less inequality and poverty.
Employment was sustained mainly by high levels of public spend-
ing.

3. Germany and Austria (and to some extent Japan) had less liberal-
ized economies, advanced but inegalitarian social policy, rigid
labor markets, and strong industrial relations institutions protecting
trade unions that were in reality weak. These features were associ-
ated with continuing strong performance in manufacturing and
international trade, as strong labor institutions with relatively weak
unions kept wages under control. Rigidities, however, prevented
growth in services employment, so both economic growth and in
particular employment levels were weak.
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4. The remaining countries of the industrial world—primarily those
in southwest Europe—lacked liberalization in all aspects of their
economies, as well as poorly developed social policy, and lacked
the accumulated manufacturing strength favored by German insti-
tutions. Their economies therefore lacked innovation and growth
and produced poor levels of employment.

There are unresolved problems with this account. No place is found for
France; the countries of central and eastern Europe are largely ignored;
important differences among countries within the groupings are glossed
over. However, these accounts give us some preliminary groupings of coun-
tries, some guide to how various institutions might hang together, and ideas
for relevant dependent and independent variables. They also present an
account of these institutions before the crisis. A fundamental fact revealed
by the crisis was that the Anglo-American economies had become depen-
dent on unsustainable levels of household debt among workers on moderate
incomes to maintain their growth model (Bellofiore and Halevi 2012;
Crouch 2009; Panitch and Konings 2009; Wade 2008). This suggested that
the deregulated finance system had been associated with economic success,
through any role it played not only in improving economic efficiency, but
in enabling workers with insecure jobs and static real wages to keep
spending.

The present article explores how the accounts we give of different types of
economy need to change in the light of that crisis, with particular reference to
different kinds of industrial relations systems. Eventually, research of this kind
is capable of econometric testing and a search for causal links. Initially how-
ever it is valuable to explore potential relationships in a less formal way,
examining descriptive statistics for a set of cases in a way that enables us to
think further about the characteristics of individual instances. A principal aim
of this article is therefore to stimulate further inquiry. For that reason, it raises
far more questions than it resolves.

Taking Stock after the Crisis

The key economic variables that we have discussed are external trade bal-
ance, private consumption, government consumption, household debt, and
employment. Then come certain institutional variables concerning social policy
and industrial relations. We shall consider data for all European Union mem-
ber states along with the United States, and across a period of years, as indica-
tors change over a period.
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When expressed as a proportion of gross domestic product (GDP), external
trade balance, plus private and government consumption, plus gross fixed
capital formation and some additional small items are necessarily equal to
GDP. We shall therefore first concentrate on one of these items, private
consumption, turning at a later stage to inspect differences in the relative
weights of government consumption and trade balance in particular cases.
Consideration of the institutional variables will follow. As has been argued
earlier, household debt is expected to play a role in supporting private
consumption.

The basic hypothesis is that the employment level in a national economy
will be some function of the share of private consumption in GDP and the
level of household debt, or:

E- / (C,D),

where E = the proportion of the population of working-age population in
employment, C = private final consumption as a percentage of GDP, and
D = private household debt as a percentage of personal income.

It is further expected, on the basis of comparisons between the Anglophone
and ‘“‘German’’ types of economy, that E will vary directly with C and that C
will vary directly with D.

The hypotheses do not specify any causal relationships; these remain to be
explored if any substance is found in the presumed association. Hypotheses of
this kind are testable across a range of countries and years, but it is a further
assumption of this paper that any association will not be a straightforward sta-
tistical one between the specified economic variables, but one that also
requires taking account of structural, institutional variables. This questions the
legitimacy of regarding separate annual observations within individual coun-
tries as observations of totally separate cases, as institutional variables change
only slowly. In addition, this research is taking place at an initial exploratory
stage, where we are seeking possible relationships that might be tested sys-
tematically later. Statistical operations will therefore be kept at a simple level,
enabling us to examine individual national examples, and groups of these, in
order to search for further hypotheses for later exploration with richer data.

Data will be taken from all European Economic Area states for which the
relevant statistics are collected on a comparable basis by Eurostat, less coun-
tries with populations of under one million, as very small countries are likely
to have economies skewed toward particular activities and sectors. The United
States will be related to this scheme where possible, but unfortunately Eurostat
does not report comparable statistics on household debt for that country.
The data will be examined at two points: in 2000, when the U.S. and UK
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asset-based economies were at their height, and in 2009, immediately after the
financial crisis.

Table 1 reports the basic data, and Table 2 the simple statistical relation-
ships. These are calculated using the European cases only. Contrary to our ini-
tial hypothesis, the share of private consumption in GDP correlates negatively,
albeit weakly, with household debt levels, especially in the earlier period. Pri-
vate consumption also correlates negatively with employment levels, again par-
ticularly in the earlier period. The level of household debt does correlate
positively and fairly strongly with employment, but it clearly does not pass
through a route that relates debt to employment via private consumption.

TABLE 1
EMPLOYMENT, CONSUMER SPENDING, AND HOUSEHOLD DEBT IN EUROPEAN COUNTRIES AND THE
UNITED STATES, 2000 anDp 2008/2009

2000 2008/2009

Country E C D E C D

Austria 68.50 54.83 73.89 71.60 54.58 82.42
Belgium 60.50 53.28 62.15 61.60 52.11 79.21
Bulgaria 50.40 69.17 18.00 62.60 65.41 45.20
Czech Republic 65.00 52.50 13.02 65.40 50.64 37.16
Denmark 76.30 47.66 184.00 75.70 49.25 265.72
Estonia 60.40 55.46 15.25 63.50 52.94 87.89
Finland 67.20 47.93 60.84 66.70 55.26 97.96
France 62.10 55.73 55.32 64.20 58.35 75.28
Germany 65.60 58.87 104.94 70.90 57.34 89.44
Greece 56.50 72.37 17.06 61.20 72.57 70.70
Hungary 56.30 53.00 9.43 55.40 53.06 61.79
Ireland 65.20 48.55 107.00 61.80 49.50 196.69
Ttaly 53.70 59.92 31.95 57.50 59.93 56.57
Latvia 57.50 62.53 8.55 60.90 60.89 73.21
Lithuania 59.10 64.62 2.21 60.10 68.40 45.28
The Netherlands 72.90 50.44 151.83 77.00 46.34 227.94
Norway 77.50 43.21 118.51 76.40 42.03 180.06
Poland 55.00 64.13 9.77 59.30 61.44 49.42
Portugal 68.40 63.88 87.18 66.30 65.82 134.90
Romania 63.00 68.47 1.47 58.60 62.75 32.84
Slovakia 56.80 56.33 9.49 60.20 60.49 46.36
Slovenia 62.80 57.41 23.35 67.50 54.80 41.42
Spain 56.30 59.66 68.84 59.80 56.01 127.82
Sweden 73.00 49.16 94.68 72.20 48.77 137.22
Switzerland 78.30 59.87 155.81 79.20 58.17 169.63
UK 71.20 65.55 100.38 69.90 65.23 152.62
United States 74.10 68.64 n.a. 70.90 70.77 n.a.

Sourck: Eurostat statistical data base; author’s calculations.

E = Percentage of population aged 15 to 64 in some kind of paid employment (2000 and 2009).

C = Percentage share in gross domestic product of private final consumption expenditure (2000 and 2009).
D = Household debt as a percentage of net national disposable income (2000 and 2008).
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TABLE 2

STATISTICAL RELATIONSHIPS AMONG THE VARIABLES IN TABLE 1 (EUROPEAN COUNTRIES ONLY)

2000 2009
CE D:E C:D CE D:E C:D
r -0.5376 0.8283 —-0.4893 —-0.4659 0.6969 -0.5066
SD 8.18 37.32 37.84 8.14 48.32 50.19

Simple correlations cannot reveal non-linear complexities in relationships
among variables. Table 3 enables us to examine some of these by relating all
three variables, indicating for each those countries where values were, respec-
tively, more than half and more than one standard deviation above or below
the mean. These values are calculated using the European cases only, but the
United States is also related to the findings. Looking first at 2000, we see that
the highest employment levels (those marked V, indicating levels of more than
one standard deviation above the mean) were also strongly associated with
high levels of household debt (level IV or V), in that no country with rela-
tively high employment levels failed also to have relatively high debt (the
Scandinavian countries, the Netherlands, Switzerland, and the UK). We can
also be confident that the United States would come within this category, were
we to have comparable data on its debt. One country, Portugal, with the sec-
ond level of employment (IV) also came in that category for debt; the other,
Austria, had only modest debt levels. Only one country combined high debt
with a relatively modest (III) employment level: Germany. The only country
with high employment but relatively modest debt was Austria. The three coun-
tries with the lowest employment levels (I) also had very low (I—Bulgaria and
Poland) or fairly low (II—Italy) levels of debt. Countries at level II for
employment also had very low (I) levels of debt: Greece, Hungary, Latvia,
Lithuania, Slovakia. The only exception was Spain, which had moderate (III)
debt.

Employment levels were not being sustained in a straightforward way by
consumer spending financed by debt. Of the countries that combined high
employment and high debt, only the UK (and probably the United States)
combined high consumption with these elements. In general, countries with
high levels of private consumption had both low debt and low employment
levels: Bulgaria, Greece, Latvia, Lithuania, and Poland. Portugal is the only
exception. Switzerland is an intermediate case between these two groups.
Apart from the UK (and probably the United States), the other countries with
high or very high private consumption levels mainly had low or very low lev-
els of employment.
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TABLE 3

RELATIVE PERFORMANCE ON EMPLOYMENT, CONSUMER SPENDING, AND HOUSEHOLD DEBT IN

EuroPEAN COUNTRIES AND THE UNITED STATES, 2000 anp 2008,/2009
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Country

2000

C

2009

C

Austria
Belgium
Bulgaria
Czech Republic
Denmark
Estonia
Finland
France
Germany
Greece
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Ireland
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Lithuania
The Netherlands
Norway
Poland
Portugal
Romania
Slovakia
Slovenia
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Sweden
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United States
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For abbreviations, see Table 1.
V = >+1 SD (standard deviation).
IV =>0.5 to +1 SD.

I = >-0.5 to +0.5 SD.

I =-1to-0.5SD.

I=<-1SD.

The main overall change that took place by 2008/2009 was the doubling of
household debt from a national mean of 60.96 percent of disposable income in
2000 to 102.50 percent in 2008. The 2000s were the decade when high house-
hold debt became a major feature of the world’s most advanced economies.
The mean for consumption share was static (moving from 57.48 percent of
GDP to 57.00 percent in 2009), while employment rose slightly from 63.88
percent to 65.60 percent in 2009. There are only minor changes in the relative
positions of countries. Among the high-employment performers, Germany rises
from III to IV and the UK declines from V to IV (as does the United States).



396 / CorLiNn CroucH

Although debt rises overall, the only major relative changes are in Estonia’s
position from I to III, Ireland’s from III to V, and the opposite move from V
to IIT for Germany.

All countries with relatively very high employment (V) combine high debt
with low rates of private final consumption (Denmark, the Netherlands, Nor-
way, Sweden), with the exception of Switzerland, which has moderate (III)
consumption levels. Countries with high employment (IV) either have moder-
ate scores (III) on both consumption and debt indicators (Austria and Ger-
many, probably Japan), or combine very high consumption with high debt (the
UK, probably the United States).

As noted previously, the share of private consumption in a country’s GDP
varies primarily with different levels of government final expenditure and trade
balances. Tables 4 and 5 present, respectively, the performance of the various
countries on these two items, and their relative performance on each of these
constituents of GDP alongside that for private final consumption on the same
basis as Table 3. In 2000, all countries that combined high- or very high-
employment performance with low private consumption had both high levels
of government final spending and strong balances of payments. There is a par-
tial exception in the case of Norway, where trade balances were particularly
high because of oil revenues. The other two countries with particularly strong
foreign balances but moderate (Finland) or very low (Ireland) government
spending levels had not featured strong employment performances. No Euro-
pean country combined high employment, high private consumption, and low
government consumption, but the United States did present such a pattern. The
UK and the United States were the only countries to combine weak perfor-
mances on foreign trade with very strong employment.

By 2009, little had changed in this pattern. All countries that combined high
or very high-employment performance with low private consumption had very
high levels of government final spending and strong or moderate balances of
payments (Denmark, the Netherlands, Sweden), with the partial exception
again of Norway. A group of countries with high or very high employment
and moderate consumption (Austria, Germany, Switzerland) presented no par-
ticular profile; only Germany had a strong balance of payments performance,
although none were weak on this variable. Both countries that combined high
employment with high private consumption (the UK and the United States)
had poor balance of payments records, but they had different profiles on gov-
ernment final consumption.

Certain patterns of countries appear in these statistical narratives, and they
bear at least some relationship to how the literature on varieties of capitalism
groups them: the UK and the United States share important characteristics; so
do the Scandinavian countries. But these two groups also share certain
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TABLE 4

GOVERNMENT SPENDING AND EXTERNAL TRADE BALANCE IN EUROPEAN COUNTRIES AND THE UNITED
States, 2000 anp 2009

2000 2009

Country G B G B
Austria 19.1 —2.44 19.9 -1.50
Belgium 21.3 4.66 24.6 3.80
Bulgaria 17.9 —13.37 16.1 —14.58
Czech Republic 21.1 -5.07 22.1 4.33
Denmark 25.1 3.58 29.7 3.38
Estonia 19.8 —18.96 22.2 -5.94
Finland 20.5 9.56 25.1 0.96
France 22.9 -0.85 24.6 -2.86
Germany 19.0 2.87 19.7 5.50
Greece 17.8 —17.06 19.0 —12.00
Hungary 21.2 -8.39 21.5 4.30
Ireland 13.6 27.24 19.2 22.90
Ttaly 18.4 0.16 21.6 -0.27
Latvia 20.8 -16.99 21.1 -7.63
Lithuania 22.8 —14.75 21.7 —4.80
The Netherlands 22.0 3.85 28.2 6.65
Norway 19.3 14.46 22.2 13.50
Poland 17.4 —10.08 18.3 -2.81
Portugal 19.3 —13.80 22.7 —11.59
Romania 17.5 -7.29 18.1 -8.44
Slovakia 20.2 -4.56 19.6 0.86
Slovenia 18.8 -6.96 20.2 -0.44
Spain 17.2 -7.02 21.2 —4.71
Sweden 26.3 5.75 27.7 2.93
Switzerland 11.1 —-0.80 11.3 347
UK 18.6 -4.23 23.5 -5.91
United States 14.3 -4.80 17.0 -5.75

Sourck: Eurostat statistical base.
G = Percentage share in gross domestic product (GDP) of government final consumption expenditure (2000 and 2009).
B = Balance of external trade as percentage of GDPt (2000 and 2009).

similarities. To inquire further, we need to present these patterns more system-
atically, simplifying by concentrating on patterns emerging from research on
industrial relations systems.

Employment, Consumption, and Industrial Relations Systems

The most recent formulation of country groupings in this field is to be found
in the European Commission’s report on industrial relations in Europe in 2008
(European Commission 2008). This is based on a number of studies of com-
parative European industrial relations and welfare states (Crouch 1993, 1996;
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TABLE 5

RELATIVE PERFORMANCE ON CONSUMER SPENDING, GOVERNMENT SPENDING, AND EXTERNAL TRADE

BaLANCE IN EUROPEAN COUNTRIES AND THE UNITED STATES

2000 2009
Country C G B C G B
Austria 11 11 1 11 11 11
Belgium )i v v i 1AY v
Bulgaria \Y% I 1T \Y% I I
Czech Republic i I 1 i i v
Denmark I \% v I \% I
Estonia I I 1 i I 1T
Finland I I A% 11 v 11
France I v 1 I v 111
Germany il il v 11 11 v
Greece A% I 1 A% I 1
Hungary i v 11 i 11 v
Ireland 1 1 A% 1 1T A%
Ttaly 11 11 11 i 11 11
Latvia v il 1 v il I
Lithuania v v 1 v 11 1T
The Netherlands I v v 1 \% v
Norway I 1T \% I 1 \'%
Poland v 1T 1T v 1T 1
Portugal v I 1 \% 11 1
Romania \Y% )i 1 v 1T 11
Slovakia 1 1 1 v 1T 11
Slovenia I I 1 I il 1
Spain i i I il 11 I
Sweden I \% v I \% 1T
Switzerland I 1 I 1 1 111
UK \Y% I 11 v 11 1T
Japan I i il 11 11 111
United States \% 1 I \% 1 1T

For abbreviations see Tables 1 and 4.
V =>+1 SD (standard deviation).

IV =>0.5 to +1 SD.

I = >-0.5 to +0.5 SD.
I=-1to-0.5 SD.

I=<-18D.

Ebbinghaus and Visser 1997; Esping-Andersen 1990; Kohl and Platzner 2007;

Schmidt 2002, 2006). It identifies the following groupings:

North (the Nordic countries),

Center West (Germany and the smaller countries of northwest Europe),
South (the southern countries of the pre-enlargement European Union),
West (Ireland and the UK), and

Center East (the ex-communist EU member states).
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The EU authors make some changes to their essentially geographical
scheme. They allocate Slovenia outside the Center East and put it with Center
West. They also put France with South, a designation usually reserved for
social policy systems that give a strong role for the family. These are justifi-
able switches when the focus is on industrial relations systems as they exist
now, as opposed to social policy or earlier political development paths. The
EU authors also express some doubt about the allocation of Finland (ambigu-
ous between North and Center West, and Hungary (ambiguous between Center

TABLE 6
PERFORMANCE ON EMPLOYMENT, PRIVATE CONSUMPTION, AND DEBT INDICATORS ACCORDING TO

INDUSTRIAL RELATIONS IN EUROPE 2008

2000 2008/2009
Social policy regime Country E C D E C D
North Denmark \% 1 \'% \% 1 \
Finland* I 1 11 I I 1T
Norway A\ 1 \Y \Y 1 \%
Sweden A\ 1 v \% 1 v
Center West Austria v 1T I v 1T 1
Belgium I 11 11 I i 1T
Germany i 11 v v 1 1
the Netherlands A\ 11 \% \% 1 A\
Slovenia 1 11 i 1 1 1T
Switzerland \% 11 v v I \%
South France 1 1 I 1 1 1T
Greece 1T v 1 1T \% 1T
Italy 1 1 i 1 I I
Portugal v v v I \% v
Spain 1T 1T I 1 1 v
West Treland* I 1 1 i 1 A\
UK A\ v v v \Y v
Center East Bulgaria I \Y% I I v I
Czech Republic 1 1T I 1 I 1
Estonia 1 I I 1 I I
Hungary* I 1I I I 1T 1I
Latvia 1T v I I v 1T
Lithuania 1T v 1 1T v I
Poland 1 v I i v I
Romania 1 \ 1 1 v 1
Slovakia I I I i v I

Source: European Commission (2008).

V =>+1 SD (standard deviation).

IV =>0.5 to +1 SD.

I = >-0.5 to +0.5 SD.

I'=-1to-0.5 SD.

I=<-18D.

*Cases where source expresses doubts over allocation to social policy regimes.
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East and South). Table 6 presents the findings of the above analysis of
employment, consumption, and debt data classified according to this typology.

In 2000, there was a clear fit between the Nordic group, with Finland
something of an exception, and the high employment, low private consump-
tion, high-debt pattern. The high employment, high private consumption,
high-debt pattern of the UK are not followed by Ireland, its fellow member
of the West group. But if we follow the allocation of the United States to a
similar pattern as the UK, as usually followed in studies that extend beyond
Europe (e.g., Esping-Andersen 1990), we have a more substantial West
group. With some exceptions, the countries in South and Center East are
alike characterized by low employment, high consumption, and low debt.
The Center West group lacks any overall character. The Netherlands belongs
more with the North, while Switzerland seems partway between the North
and the West. The only really clear positions therefore emerge among the
high-employment countries. With the exception of Austria (which is in a
combination of its own), the Netherlands, and the partway position of Swit-
zerland, all countries with high (IV) or very high (V) employment levels fall
in either the North or the West groups, assuming that the United States
counts as West.

By 2009, little changes, except that within the Center West Germany joins
Austria in its distinctive pattern of high employment and moderate scores (III)
on private consumption and debt.

More progress in relating the above findings to analyses of different system
types can be gained if we apply just one of the source materials of the EU
study, that of Crouch (1993). This was based on an historical analysis of how
different states shared participation in public management with organized inter-
ests, and of the ability of organized labor to gain recognition from employers.
The former variable led to a division between corporatist systems (where
power was shared with associations) and others. Where this was combined
with excluded labor, the corporatism was authoritarian as under fascism; where
labor was included there was neo-corporatism of the kind associated with vari-
ous democratic European countries. Where labor was an accepted partner but
without corporatism, there would be pluralist collective bargaining. Where
there was neither corporatism at the state level nor labor inclusion at the indus-
trial level, there would be contestation. This did not mean that there would be
high levels of actual conflict; this would depend on whether organized labor
had the power to contend its inclusion.

That study traced developments over more than a century, during which
time different national systems occupied varying positions, as changes in
power relations worked alongside path dependencies. By the early 1990s,
when the account ended, the following positions were occupied:
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Neo-corporatism:

extensive (Austria, Finland, Norway, Sweden),

depending primarily on branch-level structures (Germany, Switzer-
land),

declining (Belgium, Denmark, the Netherlands).

Mix of bargaining and contestation combining with attempts at orga-
nizing corporatism:

by government (Spain, Ireland, France, Portugal),

on a regional basis (Italy).

Toward labor exclusion: the UK.

Greece was not covered in the study, but would have been added to the
group ‘‘Mix of bargaining and contestation combining with attempts at orga-
nizing corporatism by government.”’ The study had not included the former
state socialist countries.

At that historical moment, the neo-corporatist countries had for several years
been regarded as the most successful in combating inflation, even if the system
was weakening in some cases. Governments lacking neo-corporatist back-
grounds were therefore concerned to encourage neo-corporatist arrangements.
Only one country in western Europe, the UK, had struck out on a different
path, toward labor exclusion at both political and, to a lesser extent, industrial
levels. Outside Europe the United States was on a similar path.

These systems continued to change in different ways during the following
decades. In particular, there were determined efforts to reconstruct consensus
tripartite approaches to labor issues in Denmark and the Netherlands, and to
construct them in Ireland. Elsewhere the attempts at constructing neo-corporat-
ism by governments and others failed to deliver significant results except very
temporarily in Italy. Gradually, these attempts were abandoned as governments
and employers saw certain kinds of success in the British and U.S. neo-liberal
experiments, and as globalization undermined the role of national business
associations. Governments and employers in some of the neo-corporatist coun-
tries also began to imitate the Anglo-American approach, but the legacy of
their earlier neo-corporatist base has rarely been completely lost.

Table 7 allocates the evidence surveyed here to the three broad categories
underlying Crouch’s 1993 analysis, adding the central European countries to a
separate, residual category. Among the neo-corporatist countries, only Bel-
gium, Finland, and Germany (2000 only) had employment levels below IV,
and only Belgium (2009 only) had a level below IIIl. Most members of this
group also had low private consumption levels, except Austria, Germany,
Switzerland, and Finland (2009 only), none of these exceptions rising above
III. They all have high debt levels except for Austria, Belgium, Finland, and
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TABLE 7

PERFORMANCE ON EMPLOYMENT, PRIVATE CONSUMPTION, AND DEBT INDICATORS ACCORDING TO

DIFFERENT INDUSTRIAL RELATIONS SYSTEMS TYPES

. . 2000 2009
Industrial relations
system type (1990) Country E C D E C D
Neo-corporatist Austria v I I v I I
Belgium 111 1I 111 1I 1I I
Denmark \% I v v I v
Finland I 1 111 11T 11T 11T
Germany 111 111 v v 111 111
The Netherlands \% 1I \% \% I \%
Norway \% I \ \% I \
Sweden \% I v v I v
Switzerland \% 1T \ \% I A\
Weak neo-corporatist Ireland 11 1 I 1T 1 v
attempts France 1T I I I I I
Greece 11 \% I 1I \% I
Italy 1 111 I I I I
Portugal v v v 111 v v
Spain 1I 1I 111 I 111 v
Labor exclusion UK \% \% \% v \% v
United States \Y \Y n.a. v v n.a
Not analyzed Bulgaria 1 \% 1 I \% 1
Czech Republic 1T 1T I 1T 1T 1
Estonia 111 111 I 111 1I 111
Hungary 1I 1I 1 1 1T 1T
Latvia 11 v I 1I v I
Lithuania 11 v I 1I v I
Poland I v I 11 v I
Romania 1T A\ 1 1 v 1
Slovakia 1T 111 I 11 v I
Slovenia 111 111 I 111 111 I

SOURCE FOR INDUSTRIAL RELATIONS SYSTEM TYPES (WESTERN EUroPE): Crouch (1993:262-65).
V =>+1 SD (standard deviation).

IV =>0.5 to +1 SD.

I = >-0.5 to +0.5 SD.

I =-1to—-0.5SD.

I1=<-1SD.

Germany (2009 only). It is notable that Belgium and Finland have typically
lower levels of both employment and debt than the others. Austria and Ger-
many, and to a lesser extent Switzerland, form a sub-group within this cate-
gory, with higher private final consumption.

Among the ‘‘unsuccessful corporatist’” group, only Portugal (2000 only)
succeeds in having employment levels above moderate. Only Ireland, Italy
(2009 only), and Spain (2000 only) have consumption levels below moderate.
In 2000, only Portugal had high debt, although by 2009 debt levels were rising
in several other countries.
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Within Europe the UK is alone, but combining it with the United States as
labor exclusion countries, both have a unique combination of high employ-
ment, high private consumption and high debt.

The central European group resembles the ‘‘unsuccessful corporatist’” one
in having a diversity of employment levels from moderate to very low. There
is a thoroughly mixed pattern of consumption levels. Debt was in 2000 very
low except in Slovenia, where it was low, although it had started to rise gener-
ally by the end of the decade, especially in Estonia. In general, little separates
this group from the ‘‘unsuccessful corporatism’” cases.

It is surprising that the corporatism variable as at 1990 should still seem to
have some relevance to grouping these countries, given that its institutions
have been in decline throughout Europe since the mid-1990s. An explanation
might be found in recent work by Traxler and Brandl (2009) and Traxler,
Brandl, and Glassner (2008). These concentrate on the ability of different
kinds of collective bargaining to deliver non-inflationary wages and to resolve
dilemmas between the pursuit of productivity and that of full employment.
They demonstrate the continuing, even strengthened, role of pattern bargaining
based on strong exposed-sector unions (as in Austria and Germany), associated
particularly with the export-strength model, and the continued capacity of sys-
tems of the Scandinavian type to deliver positive-sum agreements, even after
collective bargaining as such has been considerably disaggregated. These find-
ings suggest both a continuing viability of the corporatist concept in industrial
relations, and a mixture of family similarities and differences among those
based on institutional centralization and those rooted in external trade perfor-
mance. We have seen traces of this in the slightly different positions of Ger-
many and Austria vis-a-vis the Netherlands and the Scandinavian countries.

However, while this leads us to expect continuing significance in past pat-
terns of corporatism, it is not clear precisely how these might relate to the
three variables we have been studying here. Have the remains of corporatist
industrial relations systems directly enabled most countries in this group to
sustain high employment, or are they linked through a third variable? This
might best be found by considering the link between employment and low pri-
vate final consumption, which, we saw above, is to some extent related to high
government final consumption. It must be remembered that this variable is not
the same as high government spending, as government spending that takes the
form of financial transfers to individuals (e.g., pensions, unemployment
benefit) comes through as private final consumption. Government final
consumption relates to provision of public services in kind. Esping-Andersen
(1999) demonstrated the link between these latter and the provision of
(primarily female) employment in care services, a factor that explains high
employment levels in the Scandinavian countries and the Netherlands. (After

3
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Esping-Andersen had completed his study, the UK also began to share some
of these characteristics.) The link between neo-corporatist industrial relations
and high spending on public services can be traced back to forms of social
compromise in the mid-twentieth century that enabled working-class move-
ments to demand both universal social services and institutionalized industrial
relations, including at the political level. Are we then seeing a purely adventi-
tious result of this earlier pattern, none of the almost entirely male instigators
of which had any idea that they might be doing something for female employ-
ment? Or do industrial relations practices, social policy, and employment lev-
els continue to reproduce themselves more actively? These questions suggest
the need for further research, going beyond the broad data considered here to
examine the detailed workings of the institutions concerned.

The remaining continental western European cases were having any incipi-
ent corporatism in the 1990s propped up by government encouragement. Most
of these countries today, with the partial exception of Italy, have weakly estab-
lished collective bargaining institutions and weak trade unions, although gov-
ernments maintain a discourse of partnership and occasional social pacts,
rarely practicing actual labor exclusion. It is notable that this group appears
with no distinctive characteristics in the data considered here, suggesting fur-
ther that there is some substance in the continuing role of the strongly charac-
terized industrial relations and social policy institutions of most of the neo-
corporatist group. Ireland is a partial exception here. That country embarked
on a separate and even extreme development path during the 1990s and
2000s, which took it from being among the very poorest to among the very
richest countries in the Western world, albeit with extensive internal inequali-
ties. It became highly open to direct foreign investment, while also strengthen-
ing internal corporatism in an unusual and almost contradictory combination,
which did not align it to the existing neo-corporatist cases.

Ireland apart, the lack of any major differences distinguishing this group
from the central European one is remarkable. These countries too, as the Euro-
pean Commission (2008) analysis showed, have industrial relations institutions
lacking strong characteristics. In general, unions and collective bargaining are
weak, although rarely is there active exclusion.

That the UK should stand alone within Europe was anticipated by Crouch’s
study. What could not be expected from this was the similarity between the
UK (and the United States) and the neo-corporatist cases in terms of employ-
ment levels. To discuss this issue further raises the question of relative ‘‘suc-
cess.”” Up to this point the employment level has been treated simply as a
variable in a non-normative way. However, there would be a broad consensus
that a capacity to provide employment constitutes a form of economic ‘‘suc-
cess.”” In that case, the above narrative presents two very different institutional
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patterns associated with success. One says ‘‘associated with’’ rather than
“‘causing’’ because we do not here have evidence that enables us to attribute
causal direction or even to know where the variables with which we are deal-
ing might fit within complex causal chains. The two patterns linked with high
employment are as follows: (1) relatively low private consumption, high levels
of household debt, neo-corporatist industrial relations, with high levels of gov-
ernment final consumption and/or positive trade balances; (2) relatively high
private consumption, high levels of household debt, weakly institutionalized
industrial relations, with low levels of government final consumption and neg-
ative trade balances.

This conclusion has formal similarities to that of Hall and Gingerich (2004),
that internally coherent if opposite institutional forms tend to perform better
than intermediate, compromised cases. But this leaves three puzzles. First, as
already noted, it is not clear exactly how the industrial relations system fits
into the new neo-corporatist pattern. Second, in what senses do the ‘‘unsuc-
cessful’’ cases, primarily those of southern and central Europe, constitute inter-
mediate cases, as the latter in particular are not necessarily associated with
compromises between rival models? In most respects, they resemble the
Anglo-American cases, with relatively high private consumption, weakly insti-
tutionalized industrial relations, low levels of government final consumption,
and negative trade balances. They differ only in the size of household debt.
Third, this last point raises the issue of the role of household debt in the neo-
corporatist cases. While the Anglophone countries combine high debt and high
private consumption, in the neo-corporatist ones debt seems to have nothing to
do with private consumption.

The Puzzle of Household Debt

The hypotheses at the outset of this article anticipated that the UK and the
United States, seen as the countries that personified the move into high levels
of household debt as ways in which personal consumption was sustained in
uncertain labor markets, would have the highest levels of such debt. But our
data have shown that the highest levels of debt of all are found in the neo-cor-
poratist countries of northwest Europe, all of which paradoxically have dis-
tinctly low proportions of personal final consumption spending. One might
have expected these countries to have high employment sustained by high
government final consumption, while in the UK and the United States it was
sustained by high personal debt. Instead, in the former group high employment
seems to be related to both. The second hypothesis proposed at the outset of
this article is refuted.
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These three-way comparisons among the neo-corporatist, the Anglo-Ameri-
can, and the remaining European cases lead us to suspect that household debt
plays a different role in different economies. We know that in general higher-
income households are far more likely than the lower ones to maintain high
levels of debt. This partly accounts for the differences among our groups of
countries, as the northern European and Anglo-American countries have higher
numbers of wealthy people within their populations. But this fact about the
distribution of debt means that further research on the implications of debt for
macro-economic behavior requires micro-level research on who bears debt,
and the purposes for which they use it. In general, we should expect poorer
people to use debt for everyday consumption purposes, while wealthier people
will use it for capital purchases. If high debt levels are associated with rela-
tively low private consumption shares in some countries but high shares in
others, we might expect that in the latter cases debt will be more widespread
and not confined to wealthy groups only. This would rehabilitate the rejected
hypothesis.

Unfortunately, there are not many comparable studies of this issue, interest
in household debt having developed only in very recent years as its levels
soared. The OECD has carried out one study that covers a small number of
the countries that have been studied here. While the number is small, the
regional coverage is good, with the exception of an absence of any material
on central Europe (OECD 2006). It is interesting that the issue was exercising
the OECD 2 years before the crisis broke. On the basis of the initial assump-
tions of this article, we would expect it to be only in the UK and the United
States that private debt was widespread among poorer proportions of the popu-
lation. Table 8 presents data relevant to testing this hypothesis. The figures

TABLE 8

DEeBT BURDENS FOR LOWER-INCOME GRroups, VaRrious COUNTRIES, MID-2000s

Median debt as
percentage of

Percentage with debt per capita income
Percentiles of income distribution <20 21-40 <20 21-40
Finland 29 40 34 96
Germany 17 29 430 430
Ttaly 9 19 44 57
The Netherlands 31 42 208 542
Spain 16 38 93 107
Sweden 19 45 99 99
UK 31 49 38 30
United States 52 70 24 54

Source: OECD (2006:147-48).
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relate to the mid-2000s, in the final years of pre-crisis lending activity. Col-
umns 2 and 3 show the percentages of households in the four lowest deciles
of the income distribution who hold debt. Our hypothesis leads us to expect
this to be higher in the UK and the United States than elsewhere, including in
the high-debt, low private consumption countries. This is confirmed. However,
the differences between the UK and the Netherlands, and for the third and
fourth deciles for Sweden, are not strong. Columns 4 and 5 examine the size
of the debts being carried by these lower-income groups. Again, we would
expect these shares to be higher in the UK and the United States. However,
the really serious burdens are seen to be those of lower-income Germans and
Dutch. In fact, the British and U.S. figures are the lowest. The available evi-
dence on who bears debt is inconclusive.

The Danish government has argued (Denmark, Ministry of Finance 2009)
that Eurostat’s published household debt statistics are misleading, as they
report debt as a proportion of disposable income, that is, including government
transfer payments but net of taxes. It points out that in Denmark (and, one can
add, the other Scandinavian countries and the Netherlands) households receive
an important part of their income in the form of public services in kind, for
which they pay high taxes. This exaggerates the burden of debt on poorer
Danish families when compared with a country like the United States, where
taxes are lower and therefore disposable income higher, but where much less
is provided as public services at zero or subsidized cost. Since government
final consumption expenditure is closely related to this element, it means that
debt will appear higher in countries where this is high. In addition to possibly
accounting for high debt in these countries, this also suggests that our vari-
ables of private final consumption and household debt are not statistically
independent of each other. Table 9 therefore recalculates the debt statistics for
2008, adjusting for size of government final consumption expenditure, and
indicates the distribution of countries around standard deviations as before. Lit-
tle difference is in fact made to countries’ relative positions. The only change
relevant to our consideration of the neo-corporatist group concerns a drop in
Sweden’s relative position. This leaves Denmark and the Netherlands in partic-
ular with high levels of debt exposure for lower-income households.

It remains possible that other factors are involved. For example, are low-
income northern Europeans using their loans only to fund house purchases, while
British and U.S. citizens are using theirs for consumption? More research is
needed, but we can gain some macro-level indications by looking at the spread
of short-term debt. This will not tell us to what extent the holders of sub-prime
mortgages use mortgage extensions to finance consumption, but it should access
other uses of debt, such as credit cards, for consumption rather than investment
purposes. OECD statistics define short-term debt as debts that are scheduled for
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TABLE 9

HousenoLp DEBT ADIJUSTED FOR LEVELS OF GOVERNMENT FINAL CONSUMPTION

Adjusted household

debt ratios Groups

Austria 68.74 1T
Belgium 63.57 1T
Bulgaria 39.93 I
Czech Republic 30.43 I
Denmark 204.87 \%
Estonia 74.72 1T
Finland 78.31 1
France 60.42 I
Germany 74.72 I
Greece 59.41 1T
Hungary 50.86 I
ITreland 165.01 \Y%
Ttaly 46.52 I
Latvia 60.45 1T
Lithuania 37.45 11
The Netherlands 177.80 \%
Norway 147.35 A%
Poland 41.78 1T
Portugal 109.84 v
Romania 27.81 1
Slovakia 38.76 11
Slovenia 34.46 1T
Spain 105.46 I
Sweden 107.45 I
Switzerland 152.41 \%
UK 123.58 v

Source: Own calculations based on Eurostat statistical database and OECD National Income Accounts.
V =>+1 SD (standard deviation).

IV =>0.5 to +1 SD.

III = >-0.5 to +0.5 SD.

I =-1to-0.5 SD.

I=<-18D.

resolution within 12 months. Table 10 presents the size of this debt per country
for those countries where the OECD had data, expressed as a percentage of
GDP, in 2000 or 2001 and 2008 or 2009. We should hypothesize that these debt

levels should be highest in the Anglophone countries.

At the earlier date, the Anglophone group—Ireland, the UK, and the United
States—did indeed occupy the top three places in this league table, with levels
considerably higher than all other countries, except perhaps Greece. Unfortu-
nately, there are no data for Denmark, but the other members of the ‘‘Scandi-
navia plus Netherlands’ group had lower levels. By 2009, the UK and the
United States had seen short-term household debt reach even higher propor-
tions of GDP, but Irish levels had declined. Greece was now the third highest,
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TABLE 10

SHORT-TERM DEBT AS PERCENTAGE OF Gross DomEesTic Probuct, 2000/2001 anp 2008/2009

2000 2009
Austria 5.66 6.77
Belgium 2.75 1.87
Czech Republic 0.58 3.02
Denmark — 10.29
Estonia 0.16 1.68
Finland — 3.56
France 2.07 2.12
Germany 5.51 3.49
Greece 3.53 10.80
Hungary 0.89 6.50
Ireland 11.32 5.28
Ttaly 4.64 4.96
The Netherlands 3.36 5.16
Norway 2.90 4.94
Poland 2.39 4.99
Portugal 1.05 6.09
Slovakia 2.07 7.30
Slovenia 3.26 5.99
Spain 3.21 4.95
Sweden 0.00 0.01
UK 10.76 16.14
United States 19.33 22.37

Note: — = no data.
Source: Own calculations based on OECD data.

but Denmark ranks fourth, with a considerably lower level than the UK and
the United States but distinctly higher than elsewhere.

Conclusion

Initial expectations that there would be a difference between Anglo-Ameri-
can economies with high household debt, high private consumption, and high
employment, levels and continental European ones with low debt, low con-
sumption, and low employment were only partly confirmed. High employment
levels have been, without exception, associated with high household debt, but
there have been two very different patterns of private consumption: low levels
in most (not all) of the European countries that have in the past featured some
form of successfully established neo-corporatist industrial relations; high levels
in the UK and the United States, countries with strong tendencies toward the
political exclusion of organized labor. Here too there is perhaps more use of
household debt to sustain consumption. There is, in more recent years, a



410 / CoLiN CroucH

potential sub-group among the neo-corporatists (Austria and Germany) of
countries with fairly high employment and moderate levels of both consump-
tion and debt, but apart from that it is difficult to discern patterns among the
large remaining group of continental European cases. It is also difficult to dis-
tinguish between the performances on the variables considered here of south-
western and former state-socialist European countries.

There are clearly severe limits to how far one can draw conclusions based
on aggregate data. Consumption and household debt are distributed very
unequally among populations, and micro-level and individual data are needed
to draw more detailed conclusions about the way debt is being used in differ-
ent societies. It does, however, seem likely that the neo-corporatist countries
with high levels of government rather than private consumption have found
only a partial answer to the problem of sustaining employment in a period of
globalization.

Esping-Andersen (1999) had argued that there could be two successful
approaches to providing services employment that would replace the industrial
jobs being lost by the existing wealthy countries to other parts of the world:
growth in public-service jobs, particularly in the care sector, associated with
the Scandinavian countries; and growth in low-productivity private services to
households, provided income inequalities were sufficiently great to enable
wealthy households to buy the services of low-income persons. He associated
this with the Anglo-American type of economy. (In practice, the UK has been
something of a hybrid between the Scandinavian and American types, with
higher spending on public services than the United States.) He could not have
anticipated the role that was to be played in sustaining consumption by house-
hold debt. In the Anglo-American type of economy, this has probably enabled
a far wider range of the population than he envisaged sharing in high con-
sumption spending, their relatively static and often insecure incomes being
reinforced by loans. Exactly what role has been played by household debt in
sustaining the Scandinavian countries and the Netherlands requires much more
research to determine. Is it, for example, relevant that the two countries with
the highest debt levels have been Denmark and the Netherlands, the two
northwest European countries that are considered to have gone furthest in
deregulating their labor markets and establishing ‘‘flexicurity’’ (Jgrgensen and
Madsen 2007; Muffels, Wilthagen, and van den Heuvel 2002, 2008; Muffels
et al. 2008; Wilthagen and Tros 2004). Their success in achieving high levels
of employment with reduced formal labor security is usually attributed to the
existence of extensive welfare-state safeguards. But has household debt also
played a part? It is notable that a country outside Europe that also has excep-
tionally high household debt, New Zealand, also undertook a major labor
deregulation exercise.
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More work is also needed on how different types of industrial relations and
collective bargaining are operating today, and whether the role of certain types
in wage restraint observed by Traxler and Brandl can be related to these pat-
terns of employment, consumption, and debt.

We have concentrated here on the countries with strong profiles on the vari-
ables that we have chosen to study. This has left the majority of European
countries relatively neglected. The ostensible similarities between many coun-
tries in western and central Europe are probably misleading, as production is
shifting from west to east, producing different occupational structures in the
two zones despite aggregate employment levels that are not dissimilar. What
variables need to be added to the comparison to bring out these differences,
and what is the role of differences in industrial relations systems in establish-
ing an analytical scheme?

Finally, it must be remembered that the discussion hitherto has examined its
cases at two different and unstable moments, although closely related in time:
the beginning of the twenty-first century, when the financial system that made
possible the rise in household debt was in the ascendancy; and a decade later,
when that system was collapsing. Future research will need to examine what
came next, following a period of major retrenchment in both private and pub-
lic debts.
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