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facturing in countries that have been export leaders has sometimes been 
dramatic as well. Figure 1.1 illustrates the widespread nature of the trend.

As Tiberghien notes in chapter 9, Japan’s manufacturing sector de-
creased by 18 percent between 1999 and 2005 alone. In most of our cases, 
manufacturing has decreased so much that it provides 20 percent or less of 
all employment (Thelen 2011, 16). As a result, the cross-class coalitions 
that were central to crisis responses in the past are “no longer is a position 
to exercise leadership for the economy as a whole” (Thelen 2011, 38; Mar-
tin and Thelen 2007). That the automotive sector benefitted from interven-
tion in 2008 and 2009 while other manufacturing industries did not is due 
in large part to the sector’s almost unique ability to maintain sector-spe-
cific cross-class coalitions despite deindustrialization.

The growth of new social divisions that cross-cut class identities is a 
third change that helps explain historical differences in crisis reactions. 
The sectors of society that would have benefitted from more activist em-

Pe
rc

en
ta

ge

35

30

25

20

15

10

France

France

United States

United States

United Kingdom

United Kingdom

Germany

Germany

Japan

Japan

Sweden

Sweden

Spain

Spain

19
80

19
82

19
84

19
86

19
88

19
90

19
92

19
94

19
96

19
98

20
00

20
02

20
04

20
06

Manufacturing Finance, insurance, real estate,
and business services

Year

Source: Authors’ compilation based on OECD (2011).

Figure 1.1  Manufacturing versus Financial sector value Added as a 
percentage of gDp



Modern Capitalism and the nation state   53

Figure 2.2 introduces the external balance schedule into the diagram-
matic apparatus. Above the EB schedule, the economy is in deficit: take 
any point on EB and holding q constant, an increase in Y increases imports 
and hence moves the economy into deficit; likewise holding Y constant an 
appreciation of the exchange rate worsens the external balance via the 
Marshall-Lerner condition. Vice versa, we have a surplus below the EB 
schedule. A key element in the diagram is that the EB schedule is always 
flatter than the AD schedule: a depreciation increases income via its effect 
on aggregate demand by less than would be needed to increase imports 
by enough to restore the external balance to zero.

The only feasible equilibrium in figure 2.2 is c, where the AD and wBwP 
schedules intersect. At a, inflation rates are not stable (they are falling); at 
b, we are off the AD schedule (there is rationing). The economy can always 
in principle be restored to external balance, but that requires a shift in one 
or more of the three schedules.

The economy always has to be at a point such as c in medium-term 
equilibrium, but where c is depends on government policy. If such fiscal 
and monetary policies are common knowledge, financial agents can ratio-

q

qE

wB (Y) = wP (q)

YE (A, G, r*)

Y = A − ar * + G + B (q, Y)

Y

Figure 2.1  Medium-term Equilibrium

Source: Authors’ calculation.
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nally work out the value of q in equilibrium. If the policy rule is inflation 
targeting, and not the exchange rate, then the Central Bank has no instru-
ments at its disposal to shift the equilibrium. It has to make sure, through 
short-term movements in the rate of interest (its only “permitted” instru-
ment in normal times), that the economy is on the stable inflation wBwP 
line, and at the target inflation rate; we will see how this is done. If the 
economy is small and open, as is for the moment assumed, the rate of in-
terest in equilibrium is pinned down to the world rate of interest r* that it 
takes as given (we loosen this assumption momentarily, but doing so does 
not change the basic argument). The central bank cannot shift the AD 
schedule given r = r* in equilibrium. Ā, the autonomous expenditure of 
the domestic private sector is taken as given in equilibrium by the central 
bank; the central bank will of course engineer an adjustment to the econ-
omy in the short to medium term in response to an increase in Ā , and this 
will result in an appreciated exchange rate in equilibrium. It is not the 
central bank that brings about the equilibrium appreciation—that hap-
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Figure 2.2   the External Balance

Source: Authors’ calculation.
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pens anyway. Nor can the central bank shift the wBwP line, though that will 
vary with its conservatism preference, β, as we have seen. More generally, 
the rules of the game of inflation targeting do not allow targeting the ex-
change rate (except under exceptional circumstances), do not say anything 
about fiscal policy (especially if public sector deficits and debt are held in 
order), and simply require the central bank to be on the wBwP line at the 
target rate of inflation in equilibrium.

Thus the real exchange rate is given in the equilibrium defined by c. The 
central bank takes the parameters of the wBwP and the AD(r = r*) sched-
ules as given. It accepts the consequence for the external balance of the 
economy in medium-term equilibrium. This is key for our argument be-
cause if the central bank and the fiscal authorities in export-oriented econ-
omies choose conservative policies to induce wage restraint and exports 
in the context of coordinated bargaining and high investment in skills, the 
equilibrium will lead to a surplus on the external balance. The logic is il-
lustrated in figure 2.3.

In figure 2.3, a represents an equilibrium in which the external balance 

q
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AD(r = r*)

Y

wBwP
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c

Figure 2.3  Building Up a surplus

Source: Authors’ calculation.
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Thus we conclude that inflation targeting is a nation-based system that 
allows two very different types of advanced economies the freedom they 
each want to run surpluses and deficits. However problematic this is in 
the particular system of financial deregulation developed over the past 
two decades, it is unlikely that agreement on macroeconomic manage-
ment will be international if our argument about government goals is 
correct.

China does not adhere to the accepted rules because Chinese authori-
ties appear to wish to maintain a particular real exchange rate, say qC, in 
figure 2.4. Although the institutional conditions leading to external sur-
pluses in other export-oriented economies are missing, by targeting a low 
real exchange rate China has exacerbated the global imbalance problem.

To understand this, assume that qC is believed by the financial opera-
tors, because they believe that the Chinese central bank is ready to enforce 
it. But it will be credible only if it corresponds to the intersection of the 
aggregate demand and the stable inflation schedule wBwP. In effect, given 
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reason, the price rises (basically some news that leads to a positive re-
evaluation of their profitability or risk, hence to a generalized rise in their 
demand from HLFIs and other investors, hence to a higher price), HLFI 
accounting implies that the capital gain on existing risky assets is added to 
the existing capital. In the last example, if the risky asset price rises by 10 
percent, then the capital gain is $14.40, and the HLFI’s capital doubles to 
$28.70. There is now a multiplier process, because with a constant leverage 
the demand for risky assets by HLFIs will increase. Because the relative 
demand by HLFIs has now risen, risky assets will be sucked in from other 
investors to the HLFIs. This process continues until a new equilibrium is 
reached at multiplied-up prices and a higher leverage, reflecting the rise in 
the quantity of risky assets in the HLFIs.

If the reverse happens and the price falls by 10 percent, then the HLFI 
makes a capital loss of $14.40. Again the initial price fall, on the receipt of 
bad news, leads to a multiplied reaction. Of course, the asymmetry be-
tween upward and downward cycles is that in the latter bankruptcy is 
possible. In this example the HLFI’s capital is in fact wiped out with  
the initial price decline: and once this happens, the HLFI is bankrupt. The 
higher the leveraging of the capital, the smaller the price fall needed to 
bring about bankruptcy: a leverage of twenty requires a fall of only 5 per-
cent, of forty (roughly the Lehmann multiplier), 2.5 percent.

The risky assets are in general not quite so dangerous as this makes 
them sound; they are typically complex loans or derivatives ultimately to 
households or companies at least partially secured against collateral, 
rather than equity. When initially sold, they were priced in terms of the 
available statistical information on past micro as well as macro risk pat-
terns. Moreover, two financial instruments had been rapidly developing 
over the previous two decades, which had radically reduced the riskiness 
of individual assets. Securitization—through the use of collateral debt ob-
ligations (CDOs)—bundled loans such as mortgages, credit card debt, stu-
dent loans, and bank loans, thus minimizing individual default risk, and 
cut the securitized packages into different risk tranches. Credit default 
swaps (CDSs) “insured” assets against a wide range of defaults.1 These 
instruments were not new—in some form or other they had always ex-

table 2.1  sample hLFi Balance sheet

Assets Liabilities

Risky assets 100 Short-term borrowing 90
Capital 10

Source: Author’s compilation.
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tems, which are linked historically to liberal economic systems, the me-
dian voter is likely to be a skilled worker and would not support such a 
policy. Hence, governments in liberal countries will also not see it in their 
interest to back a balanced trade international regime.

It might be useful to think of the current nation-based macroeconomic 
management system in game theoretic terms. Readers may find it useful 
to see it as a prisoners’ dilemma (PD) type game: each bloc can choose bal-
anced trade (as the cooperative strategy), fiscal conservatism or fiscal ac-
commodation being the defection strategies of the export-oriented and the 
liberal blocs respectively; the equilibrium defect-defect outcome is Pareto-
inferior for the dominant political coalitions in the two blocs of economies 
on account of the significant probability that it leads to financial crisis (see 
table 2.2).

For this game to be a PD, make the (provisional) assumption that 
High—C < Medium. Given that assumption the current international re-
gime is Pareto-inferior to a regime of balanced trade. To move to balanced 
trade requires some way of reaching an agreement whereby the losers are 
compensated by the winners of a new regime. Two major problems are 
evident.

The first is that, quite apart from the difficulty of writing an appropriate 
enforceable contract, analogous to Bretton Woods, it is unclear who the 
winners from a more stable international regime would be—whether it is 
really the dominant political coalitions who lose when the current system 
leads to major crises like the one we are in now. The crisis cost for the 
dominant political coalitions may be much less than the long-term costs 
for society as a whole. If the C for the political coalitions is such that, for 
them, High—C > Medium, then no balanced trade agreement is possible 
because they are the coalitions with the political power to make such an 
agreement.

The second problem for an international balanced trade agreement is 
different. Politicians in the liberal bloc believe that the likelihood of a fu-

table 2.2  game theoretic Context

Liberal  
 bloc

Export-Oriented Bloc

Balanced Trade Fiscal Conservatism

Balanced trade Medium Medium Low High

Fiscal accommodation High Low High—C High—C

Source: Authors’ compilation.
Note: Entries are the payoffs to the liberal and export-oriented blocs, respectively. “C” means 
high risk of a crisis.
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in 2009, the aggregate fiscal balance changed only from a surplus of 2.4 
percent of GDP in 2007 to a deficit of 2 percent in 2009. In contrast, the 
cumulative effect of the changes in revenues and expenditures as a share 
of GDP in 2008 and 2009 was exceptionally expansive, given the magni-
tude of the contraction, in Ireland and Spain. In Ireland, expenditures in-
creased from 36.6 percent of GDP in 2007 to 48.9 percent in 2009, and rev-
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fiscal measures the governments enacted, and all the other changes in  
revenues and expenditures relative to GDP, they provide less than ideal 
measures of the extent to which the governments deployed fiscal policy to 
introduce an expansionary impulse into the economy. Assuming that au-
tomatic stabilizers are indeed automatic and that the year-to-year change 
in the aggregate fiscal balance as a percentage of GDP reflects to a large 
extent the year-to-year change in GDP, the more interesting question con-
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tries—Ireland, Slovenia, and Finland—contracted by 7 to 8 percent. Those 
of the Baltic states contracted so much as to warrant the term depression 
rather than recession: in Estonia by 14 percent, in Lithuania by 15 percent, 
and in Latvia by 18 percent after a 3 percent drop in 2008. The overall level 
of unemployment in the EU, which had dropped to 7.1 percent of the civil-
ian labor force in 2008, increased by almost 2 percentage points to 9 per-
cent in 2009 and continued to increase, to 9.7 percent, in 2010 (217, table 
23). In 2009, the unemployment rate rose to 10 percent in Hungary, 12 
percent in Ireland and Slovakia, 14 percent in Estonia and Lithuania, 17 
percent in Latvia, and 18 percent in Spain. In 2010, unemployment rose to 
12 percent in Portugal, almost 13 percent in Greece, 14 percent in Ireland, 
17 percent in Estonia, 18 percent in Lithuania, 19 percent in Latvia, and 20 

table 4.1  Change in gDp

EU 27 Eurozone Year-on-Year

2007
Q1 0.8 0.7
Q2 0.5 0.3 3.2
Q3 0.8 0.7
Q4 0.5 0.4

2008
Q1 0.5 0.6
Q2 –0.1 –0.2 0.3
Q3 –0.3 –0.2
Q4 –1.5 –1.6

2009
Q1 –2.4 –2.5
Q2 –0.2 –0.1 –4.2
Q3 0.3 0.4
Q4 0.3 0.2

2010
Q1 0.4 0.4
Q2 1.0 1.0 2.0
Q3 0.5 0.4
Q4 0.2 0.3

2011
Q1 0.7 0.8
Q2 0.2 0.2
Q3 0.3 0.2

Source: Author’s compilation based on European Commission (2011b; 2011a, 206, table 1, 
year-on-year data for EU 27).
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percent in Spain. As Robert Zoellick, the president of the World Bank, 
said—appropriately, in an interview with a Spanish newspaper—“what 
began as a great financial crisis and became a great economic crisis is now 
becoming a great crisis of unemployment.”3

Figure 4.1 presents measures for the twenty-seven EU member states of 
the cumulative contraction in the economy in 2007 to 2009 and the in-
crease in the rate of unemployment between 2008 and 2010.4 There is, as 
one would expect, a strong inverse relationship between the two; the 
greater the contraction in the economy, the greater the increase in unem-

table 4.2  quarters in which the Economy Contracted

2007 2008 2009 2010

1 2 3 4 1 2 3 4 1 2 3 4 1 2 3 4

Denmark x x x x x x x x x
Ireland x x x x x x x x x x x
Portugal x x x x x x
Luxembourg x x x x x x
Estonia x x x x x x x x
Latvia x x x x x x x x x
Italy x x x x x x x
Sweden x x x x x
Hungary x x x x x x
Netherlands x x x x x
Germany x x x x
France x x x x
Finland x x x x
Lithuania x x x x x x
Spain x x x x x x
Malta x x x x x
United Kingdom x x x x x
Belgium x x x
Austria x x x
Czech x x x
Slovenia x x x x
Romania x x x x x x
Cyprus x x x x
Greece x x x x x x x x
Bulgaria x x x
Slovakia x
Poland

Source: Author’s compilation based on European Commission (2011b).
Note: Quarterly data not reported for Bulgaria prior to 2009:Q3. 
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formulated the plan were doing so in the midst of an unfolding crisis and 
in a context of great uncertainty. Nevertheless, it can be argued that by 
November and December of 2008 it was apparent the contraction was ac-
celerating, it would be very severe, and no turning point was in sight.

One reason the EU adopted a recovery plan that envisioned a fiscal 
stimulus equivalent to only 1.5 percent of GDP is because the European 
Commission badly underestimated the magnitude of the contraction. That 
it did so is illustrated by the data in table 4.3 that compare its January 2009 
and spring 2009 forecasts of growth and unemployment in the EU in 2009 
with the actual results (2009a, 2009b, 2011a). The January forecast, pre-
pared about the time the European Council adopted the recovery plan, 
anticipated that the economy would contract by 1.8 percent in the EU and 
1.9 percent in the euro area in 2009. Unemployment would edge up to 
about 9 percent. Four months later, the European Commission recognized 
that the contraction in 2009 would be much greater—4 percent—and un-
employment would rise more sharply, approaching 10 percent.

As it became apparent during the first quarter of 2009 that the rate of 
economic contraction was accelerating and the EU had badly underesti-
mated the breadth, severity, and likely duration of the crisis, the IMF, the 
OECD, the Obama administration, and others urged the EU to do more to 
stimulate demand.6 Taking into account the large amount of public reve-
nues and expenditures relative to GDP in most European states, and hence 
the relatively large size of the automatic stabilizers that come into play in 
those countries during a contraction, both the IMF and the Obama admin-
istration urged the EU to aim for a two-year stimulus in the range of 4 
percent of GDP, more than twice the amount provided in the EU’s recov-
ery plan. The OECD likewise urged that further stimulus measures be en-
acted quickly, especially measures that would have a short-term impact 
and would address the problem of increasing unemployment (2009).

The EU leaders would have none of it. After a meeting of the euro area 
finance ministers prior to the March 2009 meeting of the European Coun-

table 4.3  EU Forecasts of growth and Unemployment in 2009

Growth Unemployment

January 2009 forecast EU 27 –1.8 8.7
eurozone –1.9 9.3

Spring 2009 forecast EU 27 –4.0 9.4
eurozone –4.0 9.9

Actual 2009 EU 27 –4.2 9.0
eurozone –4.2 9.6

Source: Author’s compilation based on European Commission, (2009a, 2009b, 2011a).
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table 4.4  size and impact in 2008 and 2009 of Automatic 
stabilizers in Europe

Output 
Sensitivity 

of Fiscal 
Balance

Impact of Automatic Stabilizers on  
Fiscal Balance (% of GDP)

2008 2009 2008 to 2009

Denmark .65 0.7 3.4 4.1
Sweden .58 0.3 3.0 3.3
Netherlands .55 –1.0 1.9 0.9
Belgium .54 –0.5 1.5 1.0
Germany .51 –0.6 2.6 2.0
Italy .50 0.6 2.6 3.2
Finland .50 –0.5 4.1 3.6
Luxembourg .49 –0.4 2.6 2.2
France .49 0.1 1.3 1.4
Austria .47 –0.7 1.8 1.1
Hungary .46 –0.4 3.1 2.7
Portugal .45 0.0 1.1 1.1
Slovenia .44 –1.6 3.5 1.9
Spain .43 –0.4 1.6 1.2
Greece .43 0.1 1.4 1.5
United Kingdom .42 0.5 1.8 2.3
Ireland .40 1.3 2.8 4.1
Poland .40 –2.0 –0.6 –2.6
Cyprus .39 –1.4 0.7 –0.7
Malta .37 –1.6 1.0 –0.6
Czech Republic .37 –1.1 1.7 0.6
Estonia .30 1.1 4.3 5.4
Slovakia .29 –1.7 1.4 –0.3
Latvia .28 0.9 5.0 5.9
Lithuania .27 –0.8 4.0 3.2

United States .34 0.1 1.2 1.3
Japan .33 0.4 2.1 2.5

Source: Author’s compilation based on Girouard and André (2005, table 9) and European 
Commission 2005 (table 2 and table 6). 
Note: The measure of output sensitivity is the product of the weighted elasticities of four 
types of revenue—personal income taxes, corporate income taxes, social contributions, and 
indirect taxes—and of unemployment-related expenditures multiplied by the ratios of all 
current taxes or all current expenditures to GDP. The measure represents the amount of 
change in the fiscal balance as a percent of GDP due to a 1 percentage point change in GDP. 
The measures of impact are the product of the measure of output sensitivity and the annual 
percent change in GDP (European Commission 2011a, 206, table 1).
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table 4.5  Annual Change in Aggregate Fiscal Balance of All Levels 
of government as a percentage of gDp

2007 2008 2009 2010

Belgium 0.4 1.0 4.5 –1.7
Bulgaria 0.8 –0.5 6.0 –1.2
Czech Republic –1.9 1.5 3.6 –1.0
Denmark 0.4 1.6 5.9 –0.1
Germany –1.9 0.3 3.1 1.1
Estonia –0.1 5.3 –0.9 –2.2
Ireland 2.8 7.4 6.9 17.1
Greece 0.7 3.3 6.0 –5.2
Spain 0.1 6.4 6.7 –1.9
France 0.4 0.6 4.2 –0.4
Italy –1.9 1.1 2.7 –0.8
Cyprus –4.6 2.6 7.0 –0.8
Latvia –0.2 3.8 5.5 –1.4
Lithuania 0.6 2.3 6.2 –2.5
Luxembourg –2.3 0.7 3.9 0.2
Hungary –4.3 –1.4 0.9 –0.4
Malta –0.4 2.2 –0.9 –0.1
Netherlands 0.3 –0.3 6.1 –0.5
Austria –0.7 0.0 3.2 0.3
Poland –1.7 1.8 3.6 0.5
Portugal –1.0 0.5 6.5 –0.3
Romania 0.4 2.8 3.3 –2.1
Slovenia –1.3 1.9 4.2 –0.3
Slovakia –1.4 0.3 5.9 –0.3
Finland –1.2 1.0 6.8 0.0
Sweden –1.3 1.4 2.9 –0.9
United Kingdom 0.0 2.3 6.5 –1.2
EU 27 –0.6 1.5 4.5 –0.3
United States 0.8 3.6 5.1 –0.9
Japan 0.8 –0.2 6.5 –1.9

Source: Author’s compilation based on European Commission (2011b, 223, table 35). 
Note: A year-to-year reduction in an aggregate surplus or increase in an aggregate deficit is 
indicated by a positive value and is assumed to have an expansionary impact on the econo-
my. A year-to-year increase in an aggregate surplus or decrease in an aggregate deficit is in-
dicated by a negative sign and is assumed to have a contractionary impact on the economy.
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crisis generally made a more substantial effort, in terms of the relative 
magnitude of the discretionary fiscal measures adopted, to introduce an 
expansionary impulse into the economy.

That some of the member states had substantial surpluses at the onset 
of the crisis and some others had, if not substantial surpluses, at least bal-
anced budgets, whereas others had substantial deficits even in good times 
points to an important distinction among several clusters of European 
states. From a “varieties of capitalism” perspective, it was not simply co-
incidence or sheer luck that Finland, Denmark, and Sweden had substan-
tial surpluses as the crisis hit Europe (Hall and Soskice 2001; Gourevitch 
1986). They were in that advantageous position largely because they rely 
on forms of revenue—in particular, taxes on personal incomes—that are 
income-elastic and tend to increase markedly in good times. As a result, 

table 4.6  Magnitude of Expansionary Discretionary Fiscal Measures 
in 2008 through 2010 as percentage of gDp in 2008

Decreases in  
Taxes

Increases in 
Spending

Total 
Expansionary 

Impact

Spain 1.7 2.2 3.9
Luxembourg 2.3 1.6 3.9
Sweden 1.7 1.7 3.4
Denmark 0.7 2.6 3.3
Finland 2.7 0.5 3.2
Germany 1.6 1.6 3.2
Czech Republic 2.5 0.3 2.8
Netherlands 1.6 0.9 2.5
United Kingdom 1.5 0.4 1.9
Belgium 0.3 1.1 1.4
Slovakia 0.7 0.7 1.4
Poland 0.4 0.8 1.2
Austria 0.8 0.4 1.2
France 0.2 0.6 0.8
Portugal 0.0 0.8 0.8
Italy –0.3 0.3 0.0
Greece –0.8 0.0 –0.8
Hungary –0.2 –7.5 –7.7
Ireland –6.0 –2.2 –8.2
United States 3.2 2.4 5.6
Canada 2.4 1.7 4.1
Japan 0.5 4.2 4.7

Source: Author’s compilation based on OECD (2010a).
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the rate of growth between the second quarter in 2009 and the second 
quarter of 2010. Both measures were regressed on each measure of fiscal 
stimulus controlling for the cumulative contraction of the economy in 
2008 and 2009.21

 The data in table 4.7 indicate that, while the change in the aggregate 
fiscal balance in 2008 and 2009 undoubtedly introduced a substantial ex-

table 4.7  the impact of Fiscal policy on growth in 2010

Economic Growth

2010
2010-Q2 Versus  

2009-Q2

Aggregate fiscal stimulus –0.264** –0.325**
2008 to 2009 (0.109) (0.120)

(t = 2.42) (t = 2.73)

Automatic stabilizers 0.342 0.645
2008 to 2009 (0.552) (0.637)

(t = 0.62) (t = 1.01)

Discretionary fiscal policy
2008 to 2010
Tax reductions 0.493** 0.723***

(0.234) (0.223)
(t = 2.11) (t = 3.25)

Spending increases 0.175 0.354
(0.225) (0.232)

(t = 0.78) (t = 1.52)
Tax reductions +

spending increases 0.226* 0.372**
(0.137) (0.130)

(t = 1.66) (t = 2.85)

Source: Author’s calculations. Aggregate fiscal stimulus: table 4.5. Aggregate automatic sta-
bilizers: table 4.4, expansionary discretionary measures, table 4.6. Rate of growth in 2010: 
European Commission (2011a, 206, table 1). Rate of growth in second quarter of 2010 versus 
second quarter of 2009: European Commission (2011b). 
Note: Entries are regression coefficients and standard errors of separate regressions of each 
measure of growth on each measure of fiscal policy, controlling for the cumulative contrac-
tion of the economy in 2008 to 2009. The standard errors and t-statistics are in parentheses. 
For the regressions estimating the effect of the aggregate stimulus, N = 27; for those estimat-
ing the effect of automatic stabilizers, N = 25; for those estimating the effect of discretionary 
measures, N = 19. Asterisks indicate the probability the estimate would be as large if the null 
hypothesis (no effect) were true.
*p < .10; **p < .05; ***p < .01.
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rate of growth between the second quarter of 2009 and that of 2010, the 
actual rate of growth in 2010, and the forecasted rates of growth in 2011 
and 2012 (European Commission 2011a, 206, table 1). Six countries en-
acted expansionary fiscal measures equivalent to more than 3 percent of 
GDP. Five of these six—all but Spain—saw substantial increases in growth 
between the second quarters of 2009 and 2010. In three countries—Swe-
den, Germany, and Finland—the rate of growth exceeded 3 percent in 
2010 and was forecast to come close to or exceed that rate in 2011. By con-
trast, another six countries enacted expansionary measures equivalent to 
less than 1 percent of GDP. In two of these—Greece and Ireland—contrac-
tions continued between the second quarter of 2009 and the second quar-
ter of 2010 and in all of 2010. In the other four, rates of growth were rela-
tively low, in the range of 0.5 to 1.5 percent. By 2011, four—Portugal, 

table 4.8  Magnitude of Expansionary Discretionary Fiscal Measures 
and rate of Economic growth

Magnitude of 
Expansionary 
Discretionary 

Measures

Economic Growth

2010: Q2 
Versus 

2009: Q2 2010
2011 

Forecast
2012 

Forecast

Luxembourg 3.9 5.3 2.7 1.6 1.0
Spain 3.9 0.0 –0.1 0.7 0.7
Sweden 3.4 4.5 5.6 4.0 1.4
Denmark 3.3 2.6 1.7 1.2 1.4
Germany 3.2 3.9 3.7 2.9 0.8
Finland 3.2 4.2 3.6 3.1 1.4
Czech Republic 2.8 2.3 2.7 1.8 0.7
Netherlands 2.5 2.2 1.7 1.8 0.5
United Kingdom 1.9 1.5 1.8 0.7 0.6
Belgium 1.4 2.7 2.3 2.2 0.9
Slovakia 1.4 4.3 4.2 2.9 1.1
Austria 1.2 2.2 2.3 2.9 0.9
Poland 1.2 3.6 3.9 .0 2.5
France 0.8 1.5 1.5 1.6 0.6
Portugal 0.8 1.4 1.4 –1.9 –3.0
Italy 0.0 1.5 1.5 0.5 0.1
Greece –0.8 –3.1 –3.5 –5.5 –2.8
Hungary –7.7 0.5 1.3 1.4 0.5
Ireland –8.2 –1.9 –0.4 1.1 1.1
EU — 2.0 2.0 1.6 0.6

Source: Author’s compilation based on OECD (2010a); European Commission (2011a, 206, 
table 1; 2011b).
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table 5.1  Legislative Measures Against the Crisis in 2008 and 2009

France Germany

2008 
April Emergency plan for the 

Employment of the Young 
(€1.3 billion) proposed 

October Stimulus Plan for the Financ-
ing of SMEs proposed;
Support Plan for the Financing 
of the Economy passed 
(measures to stabilize financial 
system incl. deposit guarantee)

Stabilization of Financial 
Markets Act (defines condi-
tions under which banks can 
get state aid) proposed and 
passed

November First stimulus package 
proposed (Schutzschirm für 
Arbeitsplätze), later dubbed 
Konjunkturpaket 1

December Stimulus package announced 
and passed (€26 billion)

First stimulus package passed 
(€11 billion)

2009 
January Second stimulus package 

(Konjunkturpaket 2, €50 
billion over two years) and 
car-scrapping scheme 
(Environmental Premium) 
passed

February Pact for the Automobile Sector 
implemented;
Social measures for the most 
vulnerable announced at Social 
Summit 

Amendment of the Stabiliza-
tion of Financial Markets Act 
proposed (creates temporary 
guarantee fund and possibil-
ity to nationalize banks) 

March Act to improve prudential 
supervision proposed;
Federal Commission proposes 
debt brake (phasing in from 
2011)

April Fund for Social Investment 
introduced

June Bad Bank Act (provides basis 
for rescue of Landesbanken) 
proposed;
Debt brake, including 
necessary change of Constitu-
tion, passes both Houses

July Act on prudential supervision 
and Bad Bank Act passed 
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We notice first that Germany stimulated much more than France even 
though the estimated shortfall in demand, as measured by output gaps 
(potential GDP minus actual GDP relative to potential GDP), were of com-
parable size over three years. However, public accounting conventions in 
France (accrual basis) and in Germany (cash basis) are likely to lead to an 
underestimation of the French effort and a corresponding overestimate of 
the German effort. The OECD breakdown shows only €12.7 billion (2009, 
17), thus excluding French measures such as a suspension of taxes on new 
investment, prepayment for services from private firms, or promises to 
invest by state-owned enterprises. For all these measures, fiscal costs will 
accrue only after 2010.9 Even so, the difference between the French and the 
German stimulus is considerable.

The bulk of the French government’s stabilization effort relied on auto-
matic stabilizers, that is, the administration hoped that reduced tax reve-
nues and increased spending on unemployment benefits would do the 
trick. Christine Lagarde, then French finance minister, summed up this 
strategy with an aside on the United States: “The difference is that the 
French model provides shock absorbers that were already in place. We 
haven’t had to reinvent our unemployment, health or welfare systems” 
(“The French Model: Vive la difference!” The Economist, May 7, 2009, p. 28) 
This introduces some dissonance in the president’s presentation of policy 
measures and suggests that the economics minister and Prime Minister 
Fillon were not fully behind Sarkozy’s strategy of “politics must domi-
nate.” The problem in the Great Recession was, however, that automatic 
stabilizers were deemed insufficient to avoid a collapse of economic activ-
ity. Moreover, more than half of the German effort relied on automatic 
stabilization. Fortunately for the administration, built-in stabilizers were 
more effective according to the most recent study with the best available 
dataset (Dolls, Fuest, and Peichl 2009).10 Compared with France, German 
income taxes are more progressive and countercyclical variations of the 

table 5.1 (Continued)

France Germany

August Act on the reorganization of 
systemically important banks 
proposed

December Growth Acceleration Act (€8.5 
billion, mostly tax relief for 
families and firms) passed

Source: Author’s compilation based on Présidence de la République (2009)and Bundesminis-
terium für Finanzen (2009).
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budget rest to a lesser extent on proportional social security contributions 
(Dolls, Fuest, and Peichl 2009, 15, 21, 26). Hence, despite a similar shortfall 
in demand over three years, overall stabilization by public finances was 
considerably higher in Germany than in France, and this difference is due 
to considerably more discretionary stabilization and somewhat more ef-
fective automatic stabilization.

Can this difference in actual stabilization efforts be explained by dif-
ferent economic needs as policymakers perceived them at the time when  
decisions had to be taken, as the “economics dominates” proponents  

table 5.2  Anatomy of Fiscal stabilization in France and germany

France Germany

Fiscal stimulus, net effecta –0.6 –3.0
Tax measures Total –0.2 –1.6

Individuals –0.1 –0.6
Business –0.1 –0.3
Consumption 0.0 0.0
Social contributions 0.0 –0.7

Spending measuresb Total 0.4 1.4
Investment 0.2 0.8
Transfers to households 0.1 0.2
Transfers to businesses 0.0 0.3
Transfers to subnational 

governments 0.0 0.0
Automatic stabilizationc –3.4 –4.2

Budget elasticity for 
income shockd

0.37 0.48

Output gaps 2008
2009
2010

–0.6
–4.5
–4.0

0.9
–5.2
–4.4

Total fiscal stabilizatione –4.0 –7.2

Source: Author’s calulations based on OECD (2009) and Dolls, Fuest, and Peichi (2009),  
table 2.
a Total over 3 years as percentage of GDP in 2008; figures for 2010 are forecasts.
b An increase in spending is a positive figure that adds to the (negative) fiscal stimulus, that 
is, the budget deficit.
c Sum of budget elasticity times output gaps (as share of GDP of that year) in fiscal year 
2008–2010.
d A figure like 0.48 for Germany says that a 1 percent drop in every household’s income leads 
to a lower budget balance by almost half a percent. 
e Figures with different denominators (GDP figures for different years) have been added up 
here, so the total is only an approximation.
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suggest? To explore this, table 5.3 shows the short-term forecasts for un-
employment and growth that the IMF and the EU issued at crucial stages, 
namely when the crisis was in full swing in the United States but not in 
Europe (the autumn of 2007), after the Lehman collapse in the fall of 2008 
when the first stimulus programs were discussed, and when the crisis 
reached its climax, in the spring of 2009.

Between the autumn of 2007 and of 2008, the IMF revised the estimate 
for French unemployment in 2008 downward and upward for Germany. 
The revisions in forecasted growth were the same for both countries and 
became much more pessimistic for Germany in the spring of 2009 only. 
However, when the EU unemployment forecasts for 2009 and 2010 be-
came rather pessimistic for France in the fall of 2008 but remained con-
stant for Germany, the IMF revised up again, from an over-optimistic 
starting point. From then on, forecasts deteriorated rapidly for both but 
only Germany responded with a second and third stimulus package, pos-
sibly shocked by the correct forecast of an output fall of around 5 percent 

table 5.3  Forecasts by the iMF and the EU

Unemployment Real Growth

2008 2009 2010 2008 2009 2010

France
IMF Forecasts

Fall 2007 8.6 8.0 n.a. 1.9 2.0 n.a.
Fall 2008 7.7 8.3 n.a. 0.8 0.2 n.a.
Spring 2009 7.8 a 9.6 10.3 0.7 a –3.0 –0.2

EU Forecasts
Fall 2007 8.2 8.1 n.a. 2.0 1.8 n.a.
Fall 2008 8.0 9.0 9.3 0.9 0.0 0.8
Spring 2009 7.8 a 9.6 10.7 0.7 a –3.0 –0.2

Germany
IMF Forecasts

Fall 2007 6.5 6.3 n.a. 2.4 2.0 n.a.
Fall 2008 7.4 8.0 n.a. 1.8 — n.a.
Spring 2009 7.3 a 9.0 10.8 1.3a –5.4 0.3

EU Forecasts
Fall 2007 7.7 7.6 n.a. 2.1 2.2 n.a.
Fall 2008 7.3 7.5 7.4 1.7 0.0 1.0
Spring 2009 7.3a 8.6 10.4 1.3a –5.4 0.3

Source: Author’s compilation based on International Monetary Fund (2007, 2008, 2009) and 
DG Ecfin (2007, 2008, 2009).
a actual estimate, not forecast
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Differences in the timing of the wage and polarization series are impor-
tant, however. In particular, political polarization begins to increase before 
the onset of rising wages in the financial sector.11 This suggests that polar-
ization may have had a causal impact on the financialization of the econ-
omy. Clearly, two channels are at work. The first is Republican movement 
toward FMC and Democratic acceptance of these arguments when ap-
plied to finance (see the following section). The second is the effects of 
regulatory drift produced by polarization and gridlock. That Congress did 
pass some important pieces of financial deregulation, and occasionally on 
a bipartisan basis, might seem to undermine the emphasis on polariza-
tion-induced gridlock. But, in many cases, such as the repeal of Glass-
Steagall, the old regulatory regime was so weathered by years of neglect 
that final repeal was not very controversial or consequential.12

FinAnCE AnD thE DEMoCrAtiC pArtY
Despite the important roles that ideology and polarization played in the 
lead up to and aftermath of the crisis, it would be foolish to dismiss the 

Figure 7.2  polarization and relative wage

Source: Author’s compilation based on McCarty, Poole, and Rosenthal (2006) and Philippon 
and Reshef (2009).
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ters, but the way they are allocated. Figure 7.4 demonstrates how different 
financial sectors have allocated their money across the two political par-
ties since 1990. Two features stand out. The first is the importance of ma-
jority party control in Congress. The financial industry tends to shift its 
contributions based on which party controls Congress. Before 1994, a ma-
jority of the money went to the Democratic Party, which controlled the 
House and the Senate. Following the 1994 elections, contributions shifted 
heavily toward the newly empowered Republicans, especially among in-
surers and commercial banks. Following the Democratic takeover in 2006, 
the money switched back to about where it was in the early 1990s.

The second important point is how well the Democratic Party has done 
with the securities and real estate industries even when it had little power 
in Washington. Although it may seem inconsistent with the Democratic 
Party’s ideological orientation on economics, the financial sector has be-
come a very important constituency for the party.

It’s not just about the campaign money, of course. As Torben Iverson 
and David Soskice point out in chapter 2 of this volume, the U.S. com-
parative intuitional advantages in financial services lead politicians of all 
parties to support deregulation of the industry. As a result of these poli-
cies, finance has obtained a structural position in the U.S. economy that 
commands respect of politicians of all stripes.15 This political deference to 
finance is especially prominent in boom years, when the sector is able to 
tie its good fortunes to a general prosperity. The financial sector has also 

Figure 7.3  Campaign Contributions from Financial sector

Source: Author’s compilation based on Opensecrets (2009).
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obtained a high social and cultural status from which the Democratic 
Party benefits by association. So as more of the country’s intellectual and 
human capital is drawn into the financial services, Democratic adminis-
trations have become very dependent on the financial sector for expertise 
about financial and economic policy. Whereas George W. Bush hired Trea-
sury secretaries from manufacturing (Paul O’Neill) and transportation 
(John Snow), the Treasury secretaries under Clinton and Obama have 
been notable for their ties to Wall Street. Finally, the revolving doors that 
exist in both parties between government, academia, and Wall Street have 
not only aligned material incentives, but have also become a conveyor belt 
for FMC ideas about the benefits of unregulated financial markets.

thE pops
The roles of ideology, institutions, and interests in regulating (or not) the 
financial sector now outlined, the discussion now turns to how these fac-
tors shaped the fiscal and regulatory response to the financial crisis.16

the politics of Fiscal stimulus
Following a noticeable slowdown in the economy at the end of 2007, the 
Bush administration proposed an economic stimulus package in January 
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So the administration strategy shifted from a focus on macroeconomic 
stimulus to targeted social and infrastructure spending as well as tax 
breaks designed to subsidize job creation.24 But even these more modest 
approaches were contentious. A bill to extend unemployment benefits 
was filibustered in the Senate for several weeks. The bill passed only when 
newly elected Republican Scott Brown switched his vote in favor.

Assessing the extent to which ideology and polarization inhibited the 
U.S. fiscal response is somewhat complicated. The United States did have 
one of the largest discretionary stimulus bills among developed econo-
mies (see chapter 11, this volume). But a conclusion that this implies that 
its highly polarized political environment did not impede its response is 
premature. First, because the financial crisis that precipitated the world-
wide recession was focused on the United States, one would expect the 
need for a compensatory fiscal response to be higher, ceterus paribus. Sec-
ond, although political constraints were important in the United States, 
economic and financial ones were less so. The status of the dollar as the 
international reserve currency and the flight to the security of U.S. treasur-
ies make deficit spending much cheaper in the United States. Moreover, 
unlike Europe, the United States is unencumbered by a commitment to a 
common currency. Third, the $787 billion price tag vastly overstates the 
stimulative effect of the bill. Much of the package was used to offset de-
clines in state and local spending.25 Many provisions in the package would 
have passed as standalone legislation. For example, 10 percent of the 
package was an adjustment to the Alternative Minimum Tax that Con-
gress has repeatedly made over the past decade. As even the president 
now admits, the in frastructure spending was very delayed in getting into 
the economy.26 Finally, the size of the U.S. package needed to be larger 
because it was delayed for several months because of the presidential elec-
tion and transition. By comparison, most of the other stimulus packages in 

table 7.1 public opinion on the Effects of the stimulus plan

July 24–28, 2009 Better Worse No Impact

Overall – so far 24.7 12.5 57.3
Overall – future 44.3 21.9 28.1
Republican – so far 15.1 26.2 51.6
Democrat – so far 35.6 3.7 55.5
Independent – so far 22.0 12.4 61.0
Republican – long run 22.7 37.4 33.7
Democrat – long run 59.7 10.2 25.6
Independent – long run 44.1 22.2 6.6

Source: Author’s compilation based on CBS News/New York Times (2009).
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right parties won the general election of 2006 by pursuing an electoral 
strategy that was based on accepting many policies that were previously 
associated with the Social Democrats. Before this, the Social Democrats, 
who were in government from 1994 to 2006, had already moved toward 
the center. Most important, the main Swedish political parties had con-
verged when it came to the size of the public sector: social expenditure as 
a percentage of GDP had been more or less constant in Sweden since 1980 
(see figure 8.1). The fluctuations in figure 8.1 around the mean are best 
explained by changes in the denominator, GDP, rather than changes in the 
party composition of the government.
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again. The United States became the world’s supreme economic and mili-
tary power. In western Europe, representative democracy, far from a fore-
gone conclusion in the 1930s, was institutionalized and consolidated. Fi-
nally, the increasing density of international economic institutions and 
organizations allowed governments in the Great Recession to overcome 
some of the collective action problems that typically plague the coordina-
tion of fiscal policies across borders (see chapter 3, this volume).

Yet the root causes of the Great Depression and the Great Recession 
were remarkably similar, which makes it very tempting for scholars of 
comparative political economy to compare the political responses to these 
two events (compare Gourevitch 1986, 221): in both periods, the crisis 
emerged in the United States, beginning as a financial crisis but turning 
into a full-blown macroeconomic crisis that involved a sharp fall in aggre-
gate demand and output.

Economic Circumstances
Sweden has featured in many influential studies of the 1930s, making it 
especially interesting to compare the Swedish responses to Great Depres-
sion and the Great Recession (see, for example, Weir and Skocpol 1985; 
Gourevitch 1986). But Sweden and the other Nordic countries are also im-
portant test cases for another reason: economic and intellectual conditions 
in the 1930s and 2000s were relatively similar in these countries, and the 
variation in policy responses cannot be explained by party politics be-
cause the center-right governments of the 2000s were more willing to en-
gage in stimulus than the center-left governments of the 1930s.

The figures in table 8.1 show that, with the exception of Denmark in the 
1930s and Norway in the 2000s, where the effects were even smaller, the 

table 8.1 total Fall in output

Great Depression Great Recession

Sweden –9.2 –5.8
Denmark –2.6 –6.6
Finland –6.5 –8.2
Norway –7.8 –1.7
United States –29.4 –3.9

Source: Author’s compilation based on Maddison (1982, table A7) and OECD (2012).
Notes: The table, which is based on yearly GDP data, shows the total fall in output from the 
peak year before the crisis to the worst year of the crisis. The data from the 1930s and the data 
from the 2000s are not directly comparable since they are based on different GDP definitions.
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total decline in economic output between the peak year before the crisis 
and the worst year of the crisis was in the range of 5 to 10 percent in the 
Nordic countries in both the 1930s and 2000s. This sets the Nordic coun-
tries apart from the United States, which is included for comparison and 
where, as table 8.1 shows, the Great Depression was an altogether differ-
ent sort of event.

A similar pattern can be observed in the unemployment data in table 
8.2, although the comparison is complicated by the difficulty of estimating 
unemployment rates in the 1930s. Judging from the figures in the table, 
rates in the 1930s were much higher in the United States than in northern 
Europe, where the Great Depression and the Great Recession were more 
similar. The increase in unemployment in the early 1930s was perhaps a 
more significant political event, but this was probably a result of the little 
social protection the unemployed had during the Great Depression, which 
meant that the human costs of unemployment were higher.

Economic ideas
In both the Great Recession and the Great Depression, leading macroecon-
omists in Sweden and the other Nordic countries argued that the govern-
ment should adopt expansionary fiscal policies, which means that the in-
tellectual differences between the 2000s and 1930s were smaller in the 
Nordic countries than in most other advanced economies.

table 8.2 peak Level of Unemployment

Country Great Depression Great Recession

Sweden 7.3 8.4
Denmark 16.0 7.5
Finland 6.2 8.4
Norway 10.2 3.5
United States 22.3 9.6

Source: Author’s calculations based on Maddison (1982, table C6); OECD (2011, harmonized 
unemployment rates). 
Notes: The table, which is based on yearly unemployment data, shows the highest level of 
unemployment (as a percentage of the labor force) during the two crises. The Danish figure 
for the Great Recession is based on the average of the first three quarters of 2011. It is difficult 
to estimate overall unemployment in the 1930s. Niels-Henrik Topp (2008) presents unem-
ployment figures for Denmark that are significantly lower than those reported here. On the 
other hand, figures based on data from unemployment insurance funds suggest that unem-
ployment among union members was higher than reported here.  
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world and domestic demand. In Ireland, however, the policies pursued 
were sharply contractionary (for broader cross-national comparisons on 
this, see chapter 4, this volume). Figure 10.1 shows data from the Organ-
isation for Economic Co-operation and Development (OECD) on the net 
effect of discretionary policies on fiscal balance in the advanced industrial 
OECD countries between 2008 and 2010 (2009). Ireland is the only country 
in this group to have pursued austerity in its discretionary response, 
though similar responses were seen in Hungary, Bulgaria, Iceland, and the 
Baltic States (see Armingeon 2010).

Although the extent of the divergence of the Irish fiscal response is 
striking, it is not necessarily particularly puzzling. Rather, it can be seen as 
reflecting the extent of the economic constraints within which the Irish 
government was operating in this period, and the limitations that these 
constraints placed on policy choice. In the first place, the shock to output 
and employment when the crisis hit was considerably greater in the Irish 
case than in the United Kingdom. The Liberal growth models pursued 
both in Ireland and the United Kingdom in this period relied heavily on a 
credit-fueled expansion of domestic demand, increasing their vulnerabil-
ity to contracting credit supply. In Ireland, however, greater dependence 
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consumed more as incomes rise (Fisher 1935; Clark 1940). As Mary Greg-
ory, Wiemer Salverda, and Ronald Schettkat (2007) point out, the gap in 
rates of employment creation in nontraded service sectors between Liberal 
and continental European economies over this period is closely correlated 
with levels of consumer demand per head of population. A critical factor 
explaining patterns of consumer demand is savings behavior—or perhaps 
more pertinently its inverse, personal indebtedness (Soskice 2007). The 
link between the expansion of credit to the private sector and the expan-
sion of employment in private service sectors is clear from figure 10.2, 
which plots employment (measured as employment as a percentage of the 
working age population) in low productivity, sheltered, service sectors 
(hotels and restaurants, wholesale and retail trade, and other community 
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Thus, in the period preceding the crisis, the Liberal economies relied 
increasingly on the expansion of credit to the private sector to create growth 
and employment, given declining traditional sectors. The empirical evi-
dence so far suggests an important link between this characteristic of the 
Liberal model and the impact of the crisis itself. Philip Lane and his col-
leagues show that the level of private sector indebtedness precrisis is one 
of the best predictors of variation in the extent of the output shock impact 
of the current crisis and the resulting fiscal imbalance (Lane and Benetrix 
2010; Lane and Milesi-Feretti 2010). Reliance on debt-financed private de-
mand expansion made the Liberal economies particularly vulnerable to 
tighter credit conditions. Where export-oriented growth has remained a 
more important component of the economic model, as in Germany and 
Japan, the initial downturn stemmed more from the shock to world trade. 
As trade recovered, so did growth and employment in these economies. 
An important question for the Liberal model going forward, therefore, is 
whether it is feasible to maintain the same levels of employment in non-
traded sectors under more restrictive long-term credit conditions.

These commonalities within the liberal variety of capitalism have been 
framed in the varieties of capitalism literature in terms of the complemen-
tarities among different types of economic institutions. Although we do 
not stress it here, we believe that these complementarities, and the political 
coalitions supporting them, are important in explaining differences in pol-
icy response between liberal markets and their coordinated counterparts.
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and 1990s. In addition though, government policy played a direct role, 
contributing to house-price inflation itself, and facilitating the output and 
employment response. Both the tax system and the nature of the planning 
system provided institutional incentives for development and construc-
tion. In the United Kingdom, however, this set of institutional incentives 
for the expansion of construction was largely absent. We explore this im-
portant variation in more detail later.

Finally, from the late 1990s onward, weaknesses of the social partner-
ship model in Ireland also became apparent. The exchange of wage re-
straint for income tax concessions had helped drive the export-oriented 
model in the 1980s and 1990s. In the absence of important institutional 
features typically associated with centralized wage bargaining in coordi-
nated or export-oriented regimes, however (a credible commitment to a 
conservative monetary policy regime, and, ideally, a lead role played by 
export sectors concerned with international competitiveness), the Irish 
model failed increasingly to deliver wage restraint—and in particular to 
restrain the demands of sheltered public sector workers—in the general 
inflationary context of the 2000s (Kelly, McGuiness, and O’Connell 2008; 
Hardiman and Dellepiane 2011). The growing public sector wage bill 
formed an important component of the procyclical spending policies the 
Irish government pursued during the boom. Meanwhile, low income tax 
revenues meant that spending was financed by taxes strongly tied to the 
housing and construction boom: stamp duties on housing transactions, 
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from companies by the Labour Party in 2005 and 2006. The left-hand panel 
shows statistics for donations to the national party, and the right-hand 
column includes donations to the local constituency Labour parties. We 
categorized every company for which we could find information, which 
was all but two companies, accounting for all but £8,402 of the donations, 
into three groups: those whose business activity was directly related to 
finance, property, development and real estate (for example, property de-
velopers and financial advisers); those whose activity was partially re-
lated, or for whom the extent of their reliance on financial and devel-
opment activities was hard to gauge (for example, legal offices or lobby 
groups); and those whose activities were unrelated to financial and devel-
opment activities (two examples are an antigenocide campaign and rail-
freight companies).10 In this period, donations from businesses either di-
rectly or indirectly linked to finance and development were contributing 
40 percent of Labour’s company donations.

Unsurprisingly, the financial sector accounts for an even greater share 
of the campaign contributions of the Conservative Party. Table 10.2 shows 
the share of Conservative Party cash donations coming from the financial 
services and property and development sectors between 2005 and 2010. 
Although the increase over this period may reflect the changing probabil-
ities of a Conservative government, it is the overall level that is striking: 
by 2010 over half of the party’s cash donations came from financial-sector 
interests.

table 10.1  Financial and Development industry Company Donations 
to the Labour party, 2005–2006

National Labour Party 
Company Donations

2005 to 2006

Labour Party 
(including 

Constituency parties ) 
Company Donations

2005 to 2006

Amount 
(£)

Share of 
company 
donations 

(%)
Amount 

(£)

Share of 
company 
donations 

(%)

Financial-development 103,416.00 13.2 157,218.50 16.1
Peripheral 209,515.00 26.8 227,877.00 23.4
Not financial-development 468,629.00 60 589,314.50 60.5
Total 781,560.00 100 974,410.00 100

Source: Authors’ compilation of Electoral Commission (2011) data.
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Although the role of financial contributions in influencing policy choices 
is debated, money allows access to policymakers that may be more di-
rectly influential. For example, Conservative Party policy entitles donors 
giving more than £50,000 a year to “join David Cameron and other senior 
figures from the Conservative Party at dinners, post-PMQ lunches, drinks 
receptions, election result events and important campaign launches.”11 
Given fifty-seven such donors (Mathiason and Bassaoud 2011), financial 
interests have ample opportunity to make their policy preferences and 
concerns known to senior political figures.

In Ireland, accurate data on political contributions are not available, but 
the channel of informal influence is at least as important. In addition to a 
much-publicized golf meeting with the former Anglo Irish Bank chairman 
Sean FitzPatrick in the summer of 2008, Brian Cowen’s appointment dia-
ries show that as minister for finance he met with Fintan Drury, an Anglo 
director and friend, at least ten times between September 2005 and May 
2008. In contrast, he met officials from the financial regulator’s office only 
eight times during his entire period of office (Lyons and Carey 2011, 136).

The increased economic weight of these groups is also likely to have 
increased their political weight. Thus policy reflected these interests—par-
ticularly with light regulation and easy monetary policy. Financial compa-
nies’ competitive concerns centered more on flexibility and incentivizing 
innovation than on traditional wage restraint (Hall and Soskice 2001),12 
nor was inflation a particular concern to industries that, if anything, prefer 
an overvalued to an undervalued exchange rate (Frieden 1991, 446). This 
is in contrast to traditional business interests in agriculture and manufac-
turing, particularly those oriented toward export markets, for whom these 

table 10.2  Financial services industry Donation to the Conservative 
party

Year 

Total Financial 
Services  

Industry Cash 
Contributions to 

CPCO 

Yearly  
Total Cash 
Donations  
to CPCO  

(All Donors) 

Financial Service 
Industry  

Contribution as  
Percentage of Total 

Cash Donations

2005 £2,748,527 £11,142,090 24.67%
2006 6,196,999 16,395,889 37.8
2007 6,175,695 16,728,005 36.91
2008 5,364,319 13,691,446 39.17
2009 10,849,884 20,813,184 52.12
2010 11,420,974 22,482,411 50.79

Source: Authors’ compilation based on Mathiason and Bessaoud (2011).
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table 10.3  Determinants of Economic Evaluations During the Boom

United 
Kingdom 

2005,  
Ireland  

2002  
and 2007

(1)

United 
Kingdom   

2005
(2)

Ireland  
2002  

and 2007
(3)

United 
Kingdom   

2005
(4)

Ireland  
2002  

and 2007
(5)

Mortgage 0.04 –0.01 –0.16 0.1 –0.06
(SE) (0.07) (0.10) (0.08) (0.11) (0.09)
t 0.51 –0.09 –1.92 0.9 –0.68
Renter 0.19 0.23 0.4 0.06 0.48

(0.09) (0.13) (0.12) (0.14) (0.13)
2.09 1.79 3.4 0.44 3.77

Employed –0.21 –0.26 –0.5 –0.03 –0.33
(0.08) (0.14) (0.09) (0.16) (0.1)
–2.48 –1.93 –5.44 –0.19 –3.16

Middle income –0.27 –0.37 –0.32
(0.08) (0.13) (0.11)
–3.37 –2.91 –2.83

High income –0.6 –0.78 –0.59
(0.09) (0.14) (0.12)
–6.91 –5.72 –5.09

Age –0.003 0.01 –0.01 0.01 –0.01
(0.002) (0.003) (0.003) (0.002) (0.003)
–1.5 2.31 –4.27 1.92 –4.07

Female –0.16 –0.01 –0.25 –0.01 –0.26
(0.06) (0.08) (0.08) (0.08) (0.09)
–2.86 –0.14 –3.17 –0.08 –3.02

Residual deviance 11180.35 6551.88 6172.49 5893.87 5136.92
AIC 11206.35 6569.88 6192.49 5915.87 5160.92

Source: Authors’ compilation based on British Election Study (2005) and the Irish National 
Election Study (2002–2007).
Note: Determinants of economic evaluations during the boom (INES 2002–2007; BES 2005). 
Ordinal logit models; low values of dependent variable indicate assessments that the econo-
my has got better, high values indicate assessment that economy has got worse. Models 1, 3, 
and 5 include fixed effects for election-year and all models estimate four cut points for the 
latent variable (not shown).
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increase social insurance spending to target benefits to their constituents 
who lack the private insurance provided by asset ownership. When asset 
prices are stagnant, arguably both the opportunistic and compositional 
motivations driving political parties are attenuated substantially. Thus, 
the effect of partisanship is conditional on the size of housing price 
changes.

This pattern is visible in data drawn from the period 1980 to 2003 from 
eighteen advanced industrial countries. Figure 11.1 shows estimates of the 
marginal effect on social spending of real house prices increasing, at dif-
ferent levels of partisanship (Ansell 2011).3 There is a clearly negative 
slope: as government shifts to the right the effect of house price apprecia-
tion on social spending moves from increased spending, at the extreme 
Left, to decreased spending, for almost all governments on the Right. It is 
notable that this pattern is most robust for the Right, with significant de-
creases in spending occurring for almost all right-wing governments. In 
countries with high levels of homeownership, this pattern is accentuated. 
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Figure 11.2  Marginal Effects of house Booms on Discretionary 
taxes, right-wing government

Source: Author’s compilation based on author’s data.
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Figure 11.3  Marginal Effects of house Booms on Discretionary 
spending, right-wing government

Source: Author’s compilation based on author’s data.
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Figure 11.5  Marginal Effects of house Booms on Discretionary 
spending, Left-wing government

Source: Author’s compilation based on author’s data.
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Figure 11.4  Marginal Effects of house Booms on Discretionary 
taxes, Left-wing government

Source: Author’s compilation based on author’s data.
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nal and external forces produced by a large group of politically active 
homeowners, partisan responses were constrained.

Examining homeownership directly supports this conjecture. Home-
ownership and the size of the housing boom in the first decade of the new 
millennium are quite closely related. Figure 11.6 demonstrates this pattern 
using the five-year house price appreciation variable and a measure of ag-
gregate homeownership drawn from Mikael Atterhög (2005). Countries in 
the northeast corner of the graph include not only LMEs but also southern 
European and Scandinavian countries. Parties should respond to the 
wishes of homeowners more in countries where homeownership is wide-
spread and reflects a larger potential vote pool. Moreover, this effect 
should be amplified under conditions of rising house prices. Tables 11.4 
and 11.5 use two homeownership variables in place of the house price ap-
preciation variable and its interactive term used in the previous analysis. 
The first measure is the aggregate homeownership rate and the second is 
that rate multiplied by house price appreciation, thereby measuring the 
aggregate increase in national housing wealth.
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table 11.1  size and Composition of Fiscal stimuli across oECD as 
percentage of gDp

Cyclical 
Change

Stimulus 
Change

Tax 
Changes

Individual
Tax

Business
Tax

Consump.
Tax Social Tax

Spending 
Changes

Govt. 
Consump.

Govt. 
Invest.

Transfers 
Families

Transfers 
Business

Transfers 
Regions

Australia –3.4 –5.4 –1.3 –1.1 –0.2 0 0 4.1 0 3 1.1 0 0
Austria –4.9 –1.2 –0.8 –0.8 –0.1 0 0 0.4 0 0.1 0.2 0 0.1
Belgium –7.7 –1.4 –0.3 0 –0.1 –0.1 0 1.1 0 0.1 0.5 0.5 0
Canada –3.6 –4.1 –2.4 –0.8 –0.3 –1.1 –0.1 1.7 0.1 1.3 0.3 0.1 —
Czech Republic –6.1 –2.8 –2.5 0 –0.7 –0.4 –1.4 0.3 –0.1 0.2 0 0.2 0
Denmark –6.9 –3.3 –0.7 0 0 0 0 2.6 0.9 0.8 0.1 0 0
Finland –6.8 –3.2 –2.7 –1.9 0 –0.3 –0.4 0.5 0 0.3 0.1 0 0
France –4.8 –0.7 –0.2 –0.1 –0.1 0 0 0.6 0 0.2 0.3 0 0
Germany –6.5 –3.2 –1.6 –0.6 –0.3 0 –0.7 1.6 0 0.8 0.3 0.3 0
Greece — 0.8 0.8 0.8 0 0 0 0 –0.4 0.1 0.4 0.1 0
Hungary –7.7 7.7 0.2 –0.6 –0.1 2.3 –1.5 –7.5 –3.2 0 –3.4 –0.4 –0.5
Iceland –6.4 7.3 5.7 1 — — — –1.6 — — — — —
Ireland –6.3 8.3 6 4.5 –0.2 0.5 1.2 –2.2 –1.8 –0.2 –0.1 0 0
Italy –5.7 0 0.3 0 0 0.1 0 0.3 0.3 0 0.2 0.1 0
Japan –4.2 –4.7 –0.5 –0.1 –0.1 –0.1 –0.2 4.2 0.2 1.2 0.6 1.5 0.6
Korea — –6.1 –2.8 –1.4 –1.1 –0.2 0 3.2 0 1.2 0.7 1 0.3
Luxembourg –7.5 –3.9 –2.3 –1.5 –0.8 0 0 1.6 0 0.4 1 0.2 0
Mexico — –1.7 –0.4 0 0 –0.4 0 1.2 0.1 0.7 0.1 0 0
Netherlands –5.6 –2.5 –1.6 –0.2 –0.5 –0.1 –0.8 0.9 0 0.5 0.1 0 0
New Zealand –3.9 –3.7 –4.1 –4 0 0 0 –0.3 0.1 0.6 –0.6 0 0
Norway — –1.2 –0.3 0 –0.3 0 0 0.9 0 0.4 0 0 0.3
Poland –4.4 –1.2 –0.4 0 –0.1 –0.2 0 0.8 0 1.3 0.2 0.1 0
Portugal –4.6 –0.8 — — — — — — 0 0.4 0 0.4 0
Slovak Republic — –1.3 –0.7 –0.5 –0.1 0 –0.1 0.7 0 0 0.1 0.6 0
Spain –5.6 –3.9 –1.7 –1.6 0 0 0 2.2 0.3 0.7 0.5 0.7 0
Sweden –8.7 –3.3 –1.7 –1.3 –0.2 0 –0.2 1.7 1.1 0.3 0.1 0 0.2
Switzerland –3.7 –0.5 –0.2 –0.2 0 0 0 0.3 0.3 0 0 0 0
Turkey — –4.4 –1.5 –0.2 –1.1 –0.2 0 2.9 0.6 1.2 0 0.3 0.6
United Kingdom –5.1 –1.9 –1.5 –0.5 –0.2 –0.6 0 0.4 0 0.4 0.2 0 0
United States –3.1 –5.6 –3.2 –2.4 –0.8 0 0 2.4 0.7 0.3 0.5 0 0.9

Source: Author’s compilation based on OECD (2009a).
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table 11.1  size and Composition of Fiscal stimuli across oECD as 
percentage of gDp

Cyclical 
Change

Stimulus 
Change

Tax 
Changes

Individual
Tax

Business
Tax

Consump.
Tax Social Tax

Spending 
Changes

Govt. 
Consump.

Govt. 
Invest.

Transfers 
Families

Transfers 
Business

Transfers 
Regions

Australia –3.4 –5.4 –1.3 –1.1 –0.2 0 0 4.1 0 3 1.1 0 0
Austria –4.9 –1.2 –0.8 –0.8 –0.1 0 0 0.4 0 0.1 0.2 0 0.1
Belgium –7.7 –1.4 –0.3 0 –0.1 –0.1 0 1.1 0 0.1 0.5 0.5 0
Canada –3.6 –4.1 –2.4 –0.8 –0.3 –1.1 –0.1 1.7 0.1 1.3 0.3 0.1 —
Czech Republic –6.1 –2.8 –2.5 0 –0.7 –0.4 –1.4 0.3 –0.1 0.2 0 0.2 0
Denmark –6.9 –3.3 –0.7 0 0 0 0 2.6 0.9 0.8 0.1 0 0
Finland –6.8 –3.2 –2.7 –1.9 0 –0.3 –0.4 0.5 0 0.3 0.1 0 0
France –4.8 –0.7 –0.2 –0.1 –0.1 0 0 0.6 0 0.2 0.3 0 0
Germany –6.5 –3.2 –1.6 –0.6 –0.3 0 –0.7 1.6 0 0.8 0.3 0.3 0
Greece — 0.8 0.8 0.8 0 0 0 0 –0.4 0.1 0.4 0.1 0
Hungary –7.7 7.7 0.2 –0.6 –0.1 2.3 –1.5 –7.5 –3.2 0 –3.4 –0.4 –0.5
Iceland –6.4 7.3 5.7 1 — — — –1.6 — — — — —
Ireland –6.3 8.3 6 4.5 –0.2 0.5 1.2 –2.2 –1.8 –0.2 –0.1 0 0
Italy –5.7 0 0.3 0 0 0.1 0 0.3 0.3 0 0.2 0.1 0
Japan –4.2 –4.7 –0.5 –0.1 –0.1 –0.1 –0.2 4.2 0.2 1.2 0.6 1.5 0.6
Korea — –6.1 –2.8 –1.4 –1.1 –0.2 0 3.2 0 1.2 0.7 1 0.3
Luxembourg –7.5 –3.9 –2.3 –1.5 –0.8 0 0 1.6 0 0.4 1 0.2 0
Mexico — –1.7 –0.4 0 0 –0.4 0 1.2 0.1 0.7 0.1 0 0
Netherlands –5.6 –2.5 –1.6 –0.2 –0.5 –0.1 –0.8 0.9 0 0.5 0.1 0 0
New Zealand –3.9 –3.7 –4.1 –4 0 0 0 –0.3 0.1 0.6 –0.6 0 0
Norway — –1.2 –0.3 0 –0.3 0 0 0.9 0 0.4 0 0 0.3
Poland –4.4 –1.2 –0.4 0 –0.1 –0.2 0 0.8 0 1.3 0.2 0.1 0
Portugal –4.6 –0.8 — — — — — — 0 0.4 0 0.4 0
Slovak Republic — –1.3 –0.7 –0.5 –0.1 0 –0.1 0.7 0 0 0.1 0.6 0
Spain –5.6 –3.9 –1.7 –1.6 0 0 0 2.2 0.3 0.7 0.5 0.7 0
Sweden –8.7 –3.3 –1.7 –1.3 –0.2 0 –0.2 1.7 1.1 0.3 0.1 0 0.2
Switzerland –3.7 –0.5 –0.2 –0.2 0 0 0 0.3 0.3 0 0 0 0
Turkey — –4.4 –1.5 –0.2 –1.1 –0.2 0 2.9 0.6 1.2 0 0.3 0.6
United Kingdom –5.1 –1.9 –1.5 –0.5 –0.2 –0.6 0 0.4 0 0.4 0.2 0 0
United States –3.1 –5.6 –3.2 –2.4 –0.8 0 0 2.4 0.7 0.3 0.5 0 0.9

Source: Author’s compilation based on OECD (2009a).



table 11.2  percentage of Cabinet from right and stimulus policies

Model A
Tax

Model B
Tax

Model C
Tax

Excluding 
Ireland

Model D
Spending

Model E
Spending

Model F 
Spending 
Excluding 

Ireland

Right Government 0.012 0.030** 0.021** –0.009 0.011 0.015
(0.012) (0.015) (0.008) (0.009) (0.012) (0.010)

House Price Change 0.839 0.556 0.961 1.094
(0.740) (0.585) (1.200) (1.215)

Right × House Prices –0.041 –0.040** –0.046** –0.047**

(0.028) (0.019) (0.019) (0.018)
Cyclical –0.301 –0.335 –0.195 0.201 0.163 0.097

(0.288) (0.301) (0.185) (0.220) (0.211) (0.186)
Constant –3.266** –3.798** –2.923** 2.828* 2.226 1.814

(1.493) (1.725) (1.117) (1.362) (1.395) (1.301)

Observations 17 17 16 17 17 16
R2 0.117 0.189 0.328 0.107 0.275 0.298

Source: Author’s compilation based on Armingeon et al. (2009) and OECD (2009a).
Robust standard errors in parentheses 
*** p < 0.01, ** p < 0.05, * p < 0.1



table 11.3  percentage of Cabinet from Left and stimulus policies 

Model A
Tax

Model B
Tax

Model C
Tax

Excluding 
Ireland

Model D
Spending

Model E
Spending

Model F
Spending
Excluding 

Ireland

Left Government –0.001 –0.020 –0.015 0.007 –0.026 –0.028
(0.008) (0.018) (0.014) (0.011) (0.020) (0.020)

House Price Change –1.931 –2.423* –3.493** –3.269**
(1.733) (1.328) (1.200) (1.194)

Left × House Prices 0.038 0.038 0.068** 0.068**
(0.037) (0.027) (0.026) (0.026)

Cyclical –0.318 –0.336 –0.191 0.196 0.164 0.098
(0.281) (0.296) (0.183) (0.224) (0.218) (0.187)

Constant –2.704* –1.997 –1.604 2.154 3.430** 3.252**
(1.485) (1.283) (1.003) (1.362) (1.232) (1.120)

Observations 17 17 16 17 17 16
R2 0.059 0.090 0.227 0.077 0.267 0.304

Source: Author’s compilation based on Armingeon et al. (2009) and OECD (2009a).
Robust standard errors in parentheses
*** p < 0.01, ** p < 0.05, * p < 0.1



table 11.4   right-wing partisanship and homeownership variables

Variables
(1)
Tax

(2)
Tax

(3)
Spend

(4)
Spend

(5)
Tax

(6)
Tax

(7)
Spend

(8)
Spend

Right –0.102 –0.020 0.112* 0.086 0.023* 0.016* 0.017 0.020*
(0.097) (0.107) (0.058) (0.070) (0.011) (0.007) (0.011) (0.010)

Ownership –0.000 0.017 0.041 0.036
(0.038) (0.035) (0.029) (0.027)

Right × Home ownership 0.002 0.000 –0.002* –0.001
(0.002) (0.002) (0.001) (0.001)

Home Ownership × 5-Year  
Percent Price Increase

0.007
(0.011)

–0.000
(0.005)

0.017
(0.015)

0.020
(0.015)

Right × Home Ownership × 
5-Year Percent Price Increase

–0.000
(0.000)

–0.001***
(0.000)

–0.001***
(0.000)

–0.001***
(0.000)

Cyclical –0.379 –0.320 0.192 0.174 –0.309 –0.105 0.177 0.094
(0.441) (0.366) (0.244) (0.246) (0.364) (0.154) (0.246) (0.211)

Constant –3.161 –3.887 –0.132 0.094 –3.568 –2.374** 2.156 1.672
(3.849) (3.280) (2.360) (2.188) (2.014) (1.029) (1.624) (1.486)

Observations 16 15 16 15 14 13 14 13
R2 0.280 0.088 0.356 0.192 0.131 0.576 0.353 0.347

Source: Author’s compilation based on Armingeon et al. (2009) and OECD (2009a), and Atterhög (2005).



table 11.5  Left-wing partisanship and homeownership variables

Variables
(1)
Tax

(2)
Tax

(3)
Spend

(4)
Spend

(5)
Tax

(6)
Tax

(7)
Spend

(8)
Spend

Left 0.152 0.017 –0.159* –0.115 –0.005 –0.007 –0.030 –0.029
(0.147) (0.144) (0.088) (0.098) (0.015) (0.009) (0.021) (0.022)

Ownership 0.155 0.020 –0.131 –0.085
(0.159) (0.160) (0.089) (0.103)

Left × Home Ownership –0.002 –0.000 0.002* 0.002
(0.002) (0.002) (0.001) (0.001)

Home Ownership × 5-Year 
Percent Price Increase

–0.021
(0.043)

–0.052***
(0.009)

–0.063***
(0.019)

–0.050**
(0.020)

Left × Home Ownership 
× 5-Year Percent Price 
Increase

0.000
(0.001)

0.001**
(0.000)

0.001** 0.001**
(0.000) (0.000)

Cyclical –0.563 –0.348 0.360 0.289 –0.317 –0.086 0.228 0.140
(0.464) (0.412) (0.303) (0.304) (0.355) (0.144) (0.262) (0.217)

Constant –13.645 –4.660 11.256 8.262 –2.436 –1.290 4.057** 3.616**
(11.226) (11.263) (6.658) (7.426) (1.759) (0.836) (1.389) (1.263)

Observations 16 15 16 15 14 13 14 13
R2 0.240 0.124 0.306 0.156 0.068 0.601 0.343 0.322

Source: Author’s compilation based on Armingeon et al. (2009) and OECD (2009a), and Atterhög (2005).
Robust standard errors in parentheses
*** p < 0.01, ** p < 0.05, * p < 0.1



table 11.6  Composition of stimuli and right governments

(1)
Indiv
Tax

(2)
Bus
Tax

(3)
Soc
Tax

(4)
Cons
Tax

(5)
Gov
Cons

(6)
Gov
Inv

(7)
Tran
HH

(8)
Tran Bus

(9)
Tran
Loc

Right Government 0.012 0.004** 0.006** –0.001 0.004 –0.001 0.002 0.009* 0.002
(0.008) (0.002) (0.002) (0.002) (0.002) (0.005) (0.002) (0.004) (0.002)

House Price Change –0.551 0.369 1.041*** –0.151 0.298 0.216 0.564 0.333 0.024
(0.743) (0.241) (0.245) (0.259) (0.207) (0.694) (0.349) (0.561) (0.172)

Right × House Prices –0.025 –0.005 –0.010*** 0.001 –0.004 –0.004 –0.015** –0.019* –0.006**
(0.023) (0.003) (0.003) (0.005) (0.003) (0.008) (0.005) (0.010) (0.003)

Cyclical –0.183 –0.039 0.039* –0.036 –0.067 0.164 0.019 –0.012 0.052
(0.177) (0.040) (0.021) (0.054) (0.083) (0.132) (0.046) (0.050) (0.059)

Constant –1.780 –0.640** –0.409** –0.238 –0.311 1.575 0.338 –0.031 0.385
(1.065) (0.290) (0.179) (0.293) (0.523) (0.948) (0.319) (0.346) (0.429)

Observations 16 16 16 16 16 16 16 16 15
R2 0.335 0.418 0.730 0.063 0.179 0.174 0.487 0.502 0.280

Source: Author’s compilation based on Armingeon et al. (2009) and OECD (2009a).



table 11.7  Composition of stimuli and Left governments

(1)
Indiv
Tax

(2)
Bus
Tax

(3)
Soc
Tax

(4)
Cons
Tax

(5)
Gov
Cons

(6)
Gov
Inv

(7)
Tran
HH

(8)
Tran Bus

(9)
Tran
Loc

Left Government –0.005 –0.003 –0.007** 0.001 –0.009** 0.009 –0.003 –0.017** –0.009***
(0.013) (0.003) (0.002) (0.003) (0.003) (0.013) (0.005) (0.007) (0.003)

House Price Change –2.410 0.023 0.284** –0.094 –0.099 –0.089 –0.748 –1.522** –0.545***
(1.555) (0.240) (0.112) (0.274) (0.281) (0.749) (0.427) (0.569) (0.115)

Left × House Prices 0.020 0.006 0.012** –0.001 0.011* –0.004 0.015* 0.034** 0.013***
(0.030) (0.005) (0.004) (0.005) (0.005) (0.017) (0.008) (0.013) (0.003)

Cyclical –0.184 –0.040 0.044* –0.037 –0.060 0.153 0.018 –0.010 0.065
(0.173) (0.046) (0.023) (0.057) (0.073) (0.113) (0.054) (0.049) (0.053)

Constant –1.083 –0.386 0.025 –0.301 0.096 1.281 0.556* 0.780* 0.786*
(0.820) (0.329) (0.135) (0.355) (0.390) (0.724) (0.266) (0.381) (0.361)

Observations 16 16 16 16 16 16 16 16 15
R2 0.305 0.170 0.596 0.051 0.298 0.286 0.390 0.605 0.511

Source: Author’s compilation based on Armingeon et al. (2009) and OECD (2009a).
Robust standard errors in parentheses
*** p < 0.01, ** p < 0.05, * p < 0.1
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table 11.8  Financial regulations and government support

Capital 
Injection

Treasury 
Asset 

Purchase
Guaran-

tees Liquidity

Upfront 
Govern-

ment 
Financing

Financial 
Regula-

tion

Australia 0 0.7 8.8 — 0.7 3
Austria 5.3 0 30.1 6.4 8.9 5
Belgium 4.8 0 26.4 6.4 4.8 4
Canada 0 10.9 13.5 1.5 10.9 4
Czech Republic — — — — — 1
Denmark — — — — 5
Finland — — — — 5
France 1.4 1.3 16.4 6.4 1.6 4
Germany 3.8 0.4 18 6.4 3.7 5
Greece 2.1 3.3 6.2 6.4 5.4 3
Hungary 1.1 2.4 1.1 15.7 3.5 3
Iceland — — — — — 4
Ireland 5.9 0 198.1 6.4 5.9 5
Italy 0.7 0 0 6.4 0.7 3
Japan 2.4 21.2 7.3 2.9 0.8 5
Korea 2.3 5.5 14.5 4.5 0.8 3
Luxembourg — — — — — 3
Mexico — — — — — 1
Netherlands 3.4 10.3 33.6 6.4 13.6 5
New Zealand — — — — — 2
Norway 2 15.8 0 14.7 15.8 3
Poland 0 0 3.2 5.5 0 2
Portugal 2.4 0 12 6.4 2.4 5
Slovak Republic — — — — — 1
Spain 0 3.9 18.3 6.4 3.9 4
Sweden 2.1 4.8 47.5 13.6 5.2 4
Switzerland 1.1 0 0 25.5 1.1 5
Turkey 0 0.3 0 3.1 0 0
United Kingdom 3.9 13.8 49.7 14.4 20 8
United States 5.2 1.3 10.9 8.4 6.7 9
Mean 2.27 4.36 23.44 8.28 5.29 3.80
Standard deviation 1.90 6.12 41.62 5.56 5.47 1.92

Source: Author’s compilation based on IMF (2009).

level of aggregate government intervention in the financial sector for sta-
bilization purposes. Again variation is considerable across the OECD in 
how interventionist governments were. The United States engaged in all 
of these policies, whereas the Czech Republic banned only short-selling.

To what degree were variations in financial stabilization policies a func-



table 11.9  partisanship and Financial responses 

Financial 
Regulation

Model A

Capital 
Injection
Model B

Treasury 
Purchase
Model C

Guarantees
Model D

Liquidity
Model E

Upfront 
Financing
Model F

Bivariate
Right share of cabinet –0.018** –0.013 –0.001 0.090 –0.042** –0.052*

(0.008) (0.009) (0.031) (0.202) (0.019) (0.026)
Constant 4.675*** 2.845*** 4.411** 19.408*** 10.264*** 7.637***

(0.568) (0.595) (1.836) (4.771) (1.488) (1.934)

Observations 30 22 22 22 21 22
R2 0.156 0.090 0.000 0.009 0.114 0.180

Interactive
Right government –0.003 –0.021** 0.091 0.005 –0.017 –0.084*

(0.010) (0.009) (0.061) (0.200) (0.069) (0.046)
House price change 0.245 –2.822 2.878 5.533 0.930 0.079

(1.797) (2.026) (7.390) (17.673) (7.370) (9.538)
Right × house prices –0.026 0.036 –0.277* 0.777 –0.051 0.082

(0.022) (0.033) (0.137) (0.757) (0.155) (0.130)
Constant 5.165*** 3.773*** 4.742 17.229** 10.160** 8.627**

(0.658) (0.531) (3.653) (7.229) (3.282) (3.637)

Observations 18 15 15 15 14 15
R2 0.185 0.104 0.272 0.117 0.064 0.199

Source: Author’s compilation based on Armingeon et al. (2009) and OECD (2009a), and IMF (2009).
Robust standard errors in parentheses 
*** p < 0.01, ** p < 0.05, * p < 0.1
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Figure 12.1  Active and passive Labor Market policy in the oECD

Source: Author’s calculation based on Sammani et al. (2010) and OECD (2006, 2007).



366    Coping with Crisis

coverage of the population would minimize the effects of unemployment 
on poverty. High levels of ALMP and PLMP, finally, have unclear direct 
effects on employment. The possibly negative effects of passive policy 
could be balanced, or outweighed, by the possible positive effects of active 
policy (see Pontusson 2005, 178). With the effects of policy on unemploy-
ment minimized, the effect of unemployment on poverty would be drasti-
cally reduced. In fact, as suggested in the table, the nature of welfare state 
financing could even reverse these effects. To the extent that social policies 
are paid for by the rich and effectively insure the poor against income loss 
from unemployment, greater need may translate into income compression 
in a generous welfare state: the rich pay more to cover the greater number 
of unemployed poor.

wELFArE to worKFArE
As suggested, the starting point for activation initiatives is the idea that 
passive labor market policies can produce benefit dependency and in-
crease unemployment.4 Generous social policies are, in this view, associ-
ated with high reservation wages and low job search intensity (Eichhorst 
and Konle-Seidl 2008, 3). To combat the harmful effects of generous bene-
fits on employment, two solutions are offered through activation. First, 
activation is meant to push people into employment, particularly low-pay 
employment, by reducing the attractiveness of social benefits. Second, 
policies are focused on providing benefit recipients with the skills required 
to be successful when searching for a job. 

table 12.1  Effects of welfare state 

ALMP

Low High

PLMP

Low Unemployment increases 
poverty (no buffer be-
tween unemployment 
and poverty)

Ambiguous effect of 
unemployment on pov-
erty (ambiguous effect 
of ALMP on low pay)

High Ambiguous effect of 
unemployment on 
poverty (possibly nega-
tive effect of PLMP on 
employment, but buffer 
between unemploy-
ment and poverty)

Possible poverty-reducing 
effect of unemploy-
ment (limited effect of 
policy on employment, 
greater need of the poor 
financed by the rich)

Source: Author’s summary. 
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efits. In this chapter, I follow the lead of a number of other authors by 
measuring benefit generosity as the ratio of unemployment benefits6 to 
GDP over the ratio of the unemployed to the civilian labor force (see, for 
example, Iversen and Cusack 2000). This seems a reasonable way to assess 
the importance of the demanding side of workfare. When unemployment 
transfers as a proportion of the total size of the economy rise faster than 
the unemployment rate, for example, this measure of benefit generosity 
will increase and conditionality will decrease. 

Table 12.2 summarizes the benefit generosity data, measured as unem-
ployment benefits as percentage of GDP over percentage of unemployed, 
for the OECD countries in this analysis.7 The high degree of cross-national 
variation in the table is best illustrated by dividing the countries into three 
groups, which do not really coincide with the three usual varieties of cap-
italism, or worlds of welfare capitalism. The Mediterranean and most of 
the liberal economies—France, Greece, Italy, and Spain, and Australia, 

table 12.2  Demanding workfare 

1985 
to 

1989

1990 
to 

1999

2000 
to 

2005
Demanding
Workfare?

Australia 0.14 0.15 0.12 Yes
Austria 0.23 0.29 0.25 No
Belgium 0.27 0.28 0.41 No
Canada 0.19 0.15 0.10 Yes
Denmark 0.57 0.56 0.60 No
Finland 0.23 0.28 0.23 No
France 0.10 0.15 0.17 No
Germany 0.20 0.18 Yes
Greece 0.05 0.04 0.04 Yes
Ireland 0.19 0.14 0.20 No
Italy 0.11 0.06 0.05 Yes
Luxembourg 0.48 0.26 0.32 Yes
Netherlands 0.30 0.41 0.38 No
Norway 0.19 0.19 0.14 Yes
Spain 0.13 0.16 0.20 No
Sweden 0.27 0.30 0.20 Yes
Switzerland 0.31 0.29 0.22 Yes
United Kingdom 0.17 0.10 0.06 Yes
United States 0.08 0.07 0.07 Yes

Source: Author’s compilation based on Samanni et al. (2010) and OECD (2006, 2007).
Note: Unemployment benefits as percentage of GDP over unemployment rate as percentage 
of civilian labor force.
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crease in the demanding side of workfare. In looking at the enabling side 
of workfare in table 12.3, the picture is perhaps less consistent. Ten coun-
tries have experienced increases in the levels of ALMP per 1 percent un-
employed: Australia, Austria, Belgium, Denmark, France, Ireland, Italy, 
the Netherlands, Spain, and the United Kingdom. Of these countries, the 
changes in Australia, Spain, and the United Kingdom seem too small to 
warrant considering them examples of activation: in Australia, the level of 
ALMP per 1 percent unemployed increased from 0.04 percent of GDP to 
0.06, in the United Kingdom from 0.07 to 0.09, and in Spain from 0.02 to 
0.06. This leaves us with seven countries of nineteen where activation has 
been significant at the enabling side. If social investment means increas-
ing the conditionality of passive measures while increasing the resources 
dedicated to active measures, tables 12.2 and 12.3 make it clear that the 
model has been adopted by very few countries. 

The previous section has made clear that we should not look at the lev-

table 12.3  Enabling workfare

1985 
to 

1989

1990 
to 

1999

2000 
to 

2005
Enabling 

Workfare?

Australia 0.04 0.05 0.06 Yes
Austria 0.09 0.10 0.14 Yes
Belgium 0.11 0.10 0.14 Yes
Canada 0.06 0.05 0.05 No
Denmark 0.12 0.21 0.38 Yes
Finland 0.17 0.13 0.10 No
France 0.07 0.10 0.11 Yes
Germany 0.16 0.13 No
Greece 0.02 0.03 0.02 No
Ireland 0.07 0.10 0.18 Yes
Italy 0.03 0.07 Yes
Luxembourg 0.37 0.08 0.15 No
Netherlands 0.10 0.24 0.41 Yes
Norway 0.18 0.20 0.17 No
Spain 0.02 0.03 0.06 Yes
Sweden 0.80 0.39 0.25 No
Switzerland 0.29 0.18 0.19 No
United Kingdom 0.07 0.06 0.09 Yes
United States 0.04 0.03 0.03 No

Source: Author’s compilation based on Samanni et al. (2010) and OECD (2006, 2007).
Note: Active labor market policy as percentage of GDP over unemployment rate as percent-
age of civilian labor force.
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apply. Some of the argument in earlier sections implied that increases in 
passive labor market policy would price out low-skilled workers. This ef-
fect does not seem to be confirmed by the preliminary analysis in table 
12.4. 

Table 12.5 presents the second step in this chapter’s argument. The de-
terminants of relative poverty are presented in three columns. The first 

table 12.4  Determinants of Unemployment in the oECD

(1) (2) (3)

Demanding workfare  
(lag of PLMP)

5.047 -0.018 0.432
4.770 3.363 2.823
0.290 0.996 0.878

Enabling workfare  
(lag of ALMP)

-13.295 -7.423 -6.949
3.749 1.496 1.767
0.000 0.000 0.000

Service employment 0.328 0.424
0.073 0.064
0.000 0.000

Female employment -0.750 -0.580
0.236 0.239
0.002 0.015

Wage bargaining co-
ordination

-0.590 -0.344
0.371 0.353
0.112 0.329

Union density 0.190 0.169
0.058 0.058
0.001 0.004

Left government -0.002 -0.002
0.007 0.007
0.765 0.748

International openness -0.044
0.007
0.000

Intercept 8.515 13.008 3.271
1.247 8.151 9.201
0.000 0.110 0.722

R2 0.175 0.005 0.034
N 389 389 389

Source: Author’s calculations based on Samanni et al. (2010), LIS (2007), OECD (2006, 2007, 
2010c, 2010d), Armingeon et al. (2011) and UN (2010).
Note: The estimates are FGLS and contain standard errors adjusted for within-country cor-
relation. Numbers in bold are estimated coefficients; numbers in italics are their standard 
errors; third row of numbers are p-values from two-sided t-tests.
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table 12.5  Determinants of poverty in the oECD

(1) (2) (3)

Lag of unemployment 0.283 0.328 0.351
0.109 0.104 0.100
0.009 0.002 0.000

Demanding workfare  
(lag of PLMP)

6.327 8.148 8.282
6.302 5.140 5.291
0.315 0.113 0.117

Workfare (lag of PLMP) × 
Lag of unemployment

–1.849 –1.322 –1.318
0.607 0.482 0.446
0.002 0.006 0.003

Enabling workfare 
(lag of ALMP)

–2.047 –2.270 –2.162
3.926 3.132 3.318
0.602 0.469 0.515

Workfare (lag of ALMP) × 
Lag of unemployment

–1.168 –1.806 –1.918
1.064 0.551 0.566
0.272 0.001 0.001

Service employment –0.071 –0.118
0.111 0.098
0.521 0.227

Female employment 0.423 0.430
0.230 0.232
0.066 0.064

Wage bargaining 
coordination

0.333 0.296
0.272 0.256
0.221 0.248

Union density –0.070 –0.069
0.024 0.023
0.003 0.003

Left government –0.002 –0.002
0.005 0.004
0.663 0.608

International openness 0.012
0.010
0.245

Intercept 16.684 4.306 6.157
1.527 6.082 5.889
0.000 0.479 0.296

R2 0.371 0.390 0.375
N 86 86 86

Source: Author’s calculations based on Samanni et al. (2010), LIS (2007), OECD (2006, 2007, 
2010c, 2010d), Armingeon et al. (2011) and UN (2010).
Note: The estimates are FGLS and contain standard errors adjusted for within-country cor-
relation. Numbers in bold are estimated coefficients; numbers in italics are their standard 
errors; third row of numbers are p-values from two-sided t-tests.



west European welfare states   381

value for low PLMP generosity (a very demanding workfare state), 0.2 as 
an average value (the actual mean is 0.22), and 0.4 as the value for high 
PLMP generosity. For ALMP as a percentage of GDP over the unemploy-
ment rate, around 90 percent of observations are between 0 and 0.25. I 
have selected 0 as the value for low ALMP generosity, 0.1 as an average 
value (the actual mean is 0.12), and 0.25 as the value for high ALMP gen-
erosity (a very enabling workfare state). Table 12.6 presents the coefficients 
and significance levels for the effects of unemployment conditional of 
these levels of workfare.

Table 12.6 presents some preliminary evidence supporting this chap-
ter’s claims. Unemployment is positive and statistically significant at the 
99 percent level of confidence when ALMP and PLMP generosity is low. It 
is also positive and significant, but only at the 90 percent level of confi-
dence, when PLMP generosity is low but ALMP generosity is at the sam-
ple mean. The table makes it clear how increasing levels of ALMP gener-
osity (moving to the right within the same row) and increasing levels of 
PLMP generosity (moving down within a column) mitigate and eventu-
ally reverse the effects of unemployment on poverty. At high levels of 
ALMP and PLMP generosity, unemployment is associated with decreas-
ing levels of poverty. A 1 percent increase in unemployment when 0 per-
cent of GDP per 1 percent unemployed is dedicated to active and passive 
labor market policies would be associated with a 0.35 percent increase in 
the number of people with household disposable income below 60 per-
cent of the median. The same increase in unemployment would still be 

table 12.6  Unemployment Effects Conditional of workfare patterns

Enabling Workfare (ALMP as percentage of 
GDP per 1 percent Unemployed)

Low Average High

Demanding 
workfare

Low 0.351** 0.159* -0.129

(PLMP as per-
centage of GDP 
per 1 percent

Average 0.087 -0.104 -0.392**

Unemployed) High -0.176 -0.368** -0.656**

Source: Author’s calculations based on Samanni et al. (2010), LIS (2007), OECD (2006, 2007, 
2010c, 2010d), Armingeon et al. (2011), and UN (2010).
Note: Conditional effects from estimating FGLS and standard errors adjusted for within-
country correlation. Numbers are estimated coefficients of unemployment variable. 
* if statistically significant at 90% level of confidence, ** if statistically significant at 95% level 
of confidence.
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those with a tertiary education.16 The effects of the crisis on those who 
were precariously employed are more difficult to assess systematically. 
But it is clear that in countries like Spain and Italy, the unemployment 
consequences of the Great Recession have been concentrated on those 
with temporary employment.17 

I have argued that unemployment would promote inequality if those 
affected by it suffered significant income losses and the incidence of un-
employment was concentrated on low-skill and low-pay workers. Given 
the less than complete generosity and coverage of replacement rates in the 
OECD countries and the data presented about the incidence of unemploy-
ment since 2007, both hypotheses seem justified when analyzing the con-
sequences of the Great Recession. 

How have the countries in our sample reacted to these increases in un-
employment? The results in table 12.6 suggest that high ALMP generosity 
combined with high PLMP generosity limit the damaging effects of unem-
ployment on relative poverty. Have OECD countries reacted to the crisis 
by increasing, or at least maintaining, the levels of PLMP and ALMP? The 

table 12.7  Unemployment During the Crisis

2007 2008 2009 2010

Australia 4.4 4.2 5.6 5.2
Austria 4.4 3.8 4.8 4.4
Belgium 7.5 7 7.9 8.3
Canada 6 6.1 8.3 8
Denmark 3.8 3.4 6.1 7.4
Finland 6.9 6.4 8.2 8.4
France 8.4 7.8 9.5 9.8
Germany 8.8 7.6 7.7 7.1
Greece 8.3 7.7 9.5 12.6
Ireland 4.6 6.3 11.8 13.7
Italy 6.1 6.8 7.8 8.4
Japan 3.9 4 5.1 5.1
Luxembourg 4.2 4.9 5.2 4.6
Netherlands 3.6 3.1 3.7 4.5
Norway 2.5 2.5 3.1 3.5
Spain 8.3 11.4 18 20.1
Sweden 6.1 6.2 8.3 8.4
Switzerland 3.4 3.2 4.1 4.2
United Kingdom 5.3 5.6 7.6 7.8
United States 4.6 5.8 9.3 9.6

Source: Author’s compilation based on OECD (2010d).
Note: Unemployment as percentage of labor force (harmonized).



table 12.8  workfare During the Crisis

ALMP Generosity 
(ALMP/GDP/Unemployment)

PLMP Generosity 
(PLMP/GDP/Unemployment)

2006 2007 2008 2009 2006 2007 2008 2009

Australia 0.07 0.07 0.07 0.06 0.10 0.09 0.11 0.10
Austria 0.15 0.15 0.18 0.18 0.30 0.28 0.31 0.31
Belgium 0.13 0.16 0.18 0.18 0.26 0.27 0.29 0.30
Canada 0.05 0.05 0.05 0.04 0.09 0.09 0.11 0.12
Denmark 0.39 0.34 0.39 0.27 0.48 0.39 0.36 0.28
Finland 0.12 0.13 0.13 0.11 0.22 0.21 0.21 0.23
France 0.10 0.11 0.11 0.10 0.15 0.15 0.15 0.15
Germany 0.09 0.08 0.11 0.13 0.17 0.15 0.14 0.20
Greece 0.04 0.04 0.06 0.07
Ireland 0.14 0.14 0.11 0.07 0.19 0.20 0.21 0.22
Italy 0.07 0.07 0.07 0.06 0.11 0.11 0.12 0.18
Japan 0.04 0.05 0.07 0.09 0.09 0.07 0.06 0.08
Luxembourg 0.10 0.11 0.09 0.09 0.13 0.12 0.11 0.17
Netherlands 0.28 0.31 0.34 0.33 0.40 0.39 0.42 0.46
Norway 0.17 0.22 0.15 0.17 0.13 0.16
Spain 0.09 0.10 0.07 0.05 0.17 0.17 0.16 0.16
Sweden 0.19 0.18 0.16 0.14 0.13 0.11 0.07 0.09
Switzerland 0.17 0.17 0.20 0.17 0.17 0.24
United Kingdom 0.06 0.06 0.05 0.04 0.03 0.03 0.04 0.04
United States 0.03 0.03 0.03 0.02 0.05 0.07 0.14 0.11

Source: Author’s compilation based on OECD (2010d).
Note: Harmonized unemployment rate as percentage of civilian labor force. For the definitions of active and passive policies, see text. 
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table 12A.1  variables Used in the Analysis

Variable Definition

Relative poverty Percentage of the population earning less than 60 per-
cent of the median disposable household income.

Unemployment Unemployment rate (percentage of civilian labor 
force)

Unemployment benefits Unemployment expenditure, public, total as percent-
age of GDP

ALMP Active labour market programs total, percentage 
GDP

Service employment Civilian employment in services as percentage of 
civilian employment

Female employment Female labor force participation as percentage of 
civilian employment

Wage bargaining  
coordination

Coordination of wage bargaining: 5 = economy-wide 
bargaining, based on a) enforceable agreements 
between the central organizations of unions and 
employers affecting the entire economy or entire 
private sector, or on b) government  imposition 
 of a wage schedule, freeze, or ceiling; 4 = mixed 
industry and economy-wide bargaining: a) central 
organizations negotiate non-enforceable central 
agreements (guidelines) and/or b) key unions and 
employers associations set pattern for the entire 
economy; 3 = industry bargaining with no or irreg-
ular pattern setting, limited involvement of central 
organizations and limited freedoms for company 
bargaining; 2 = mixed industry- and firm level 
bargaining, with weak enforceability of industry 
agreement; 1 = none of the above, fragmented 
bargaining, mostly at company level

welfare state to mitigate the effects of unemployment. By the mid-2000s, 
the welfare state in most OECD countries had gone through a profound 
change. Conditionality had transformed social benefits and welfare poli-
cies had become more demanding. An emphasis on enabling activation, 
on the other hand, had not been adopted equally. This workfare transfor-
mation has grave consequences for poverty in industrialized democracies. 
The story of the Great Recession is that governments have stuck with the 
reforms they adopted in the 1990s and early 2000s. We should not assume 
that the welfare state today remains a powerful buffer between unem-
ployment and poverty and we should be concerned about the conse-
quences of the present economic crisis.
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table 12A.1  (continued)

Variable Definition

Union density Trade union density, the percentage of wage and sal-
ary earners that are trade union members, divided 
by the total number of wage and salary earners—
calculated using survey data, wherever possible, 
and administrative data adjusted for non-active 
and self-employed members otherwise

Left government Cabinet composition: social democratic and other 
left-wing parties as a percentage of total cabinet 
posts, weighted by the number of days the govern-
ment was in office in a given year

International openness Openness to Trade (imports plus exports) as percent-
age of GDP, Constant 1990 Prices

Source: Author’s compilation. Relative poverty: Samanni et al. (2010) and LIS (2007); Unem-
ployment: Samanni et al. (2010) and OECD (2006); Unemployment benefits and ALMP: Sa-
manni et al. (2010) and OECD (2007); Service employment, female employment, and union 
density: OECD (2010c); Wage bargaining coordination: Visser (2009); Left government: 
Armingeon et al. (2011); International openness: Samanni et al. (2010), UN (2010), and OECD 
(2010d).

notEs
 1.  It could also be argued that the causal relationship between unemployment 

and wages outlined above could in fact be reversed. A number of studies sug-
gest that employers are more likely to lay off unskilled workers than skilled 
workers during economic downturns, and to the extent that an increase of 
unemployment entails a disproportionate loss of low-paid jobs, it should be 
associated with less wage inequality (for some evidence, see Rueda and Pon-
tusson 2000). Even if this was the case, however, the effect of unemployment 
on household disposable income inequality and relative poverty (as it will be 
explained, this is the measure of interest for this chapter) would still be posi-
tive. 

 2.  To the degree that social benefits, whether active or passive, are paid by the 
rich to pay/insure the poor they may also promote equality in a different 
way: as a result of unemployment they may automatically bring down the 
top half of the distribution (who have to pay higher taxes) to protect an in-
creasing number of unemployed people at the bottom. I will return to this 
idea when discussing the results.

 3.  In line with Jonas Pontusson (2005), Nickell (1997) argues that the effects of 
benefit generosity on unemployment are limited when accompanied by acti-
vation.


	fig1.1
	fig2.1 to 2.3
	fig2.4
	tab2.1
	tab2.2
	fig4.1
	fig4.2
	fig4.3
	fig4.4
	tab4.1 and 4.2
	tab4.3
	tab4.4
	tab4.5
	tab4.6
	tab4.7
	tab4.8
	tab5.1
	tab5.2 and 5.3
	fig7.1
	fig7.2
	fig7.3 and 7.4
	tab7.1
	fig8.1
	tab8.1 and 8.2
	fig10.1
	fig10.2
	fig10.3
	fig10.4
	tab10.1 and 10.2
	tab10.3
	fig11.1
	fig11.2 to 11.6
	tab11.1
	tab11.2
	tab11.3
	tab11.4 and 11.5
	tab11.6 and 11.7
	tab11.8
	tab11.9
	fig12.1
	tab12.1
	tab12.2
	tab12.3
	tab12.4 and 12.5
	tab12.6
	tab12.7
	tab12.8
	tab12.9

