
6. The Macroeconomics of Comparative Political Economy

There have been recent appeals to bring back macroeconomics in com-
parative political economy analysis by Soskice (2007), Hope and Soskice
(2016) and Blyth and Mathijs (2017). In this context, Baccaro and
Pontusson (2016) propose an alternative analytical framework to the VoC
approach that builds on post-Keynesian macroeconomics and focuses on
the relative importance of the different components of aggregate demand
as drivers of economic growth. By identifying growth drivers or the compo-
nents of aggregate demand and their interrelations, this approach identi-
fies various growth models, for instance export-led growth and consump-
tion-led growth. While not offering a typology of capitalist economies, the
growth model perspective is conceived of as an alternative to the VoC ap-
proach with emphasis on demand and distributional conflict.

In light of the euro crisis, recent developments within the VoC approach
have extended the analysis to focus on the different growth models under-
lying different economies i.e. countries with different varieties of capitalism
tend to operate different growth models. Hall (2018) understands growth
models slightly differently from Baccaro and Pontusson as “alternative ap-
proaches to securing economic growth, based on the ways in which the or-
ganization of political economy encourages the production of certain types
of goods”.22 In response to Baccaro and Pontusson’s claim of providing an
alternative to VoC, Hope and Sockice (2016) argue that the growth model
approach is not inconsistent with their VoC approach and argue that the
export-led and consumption-led growth regimes corresponds with their
classification of CME’s and LME’s respectively. They reject the claim by
Baccaro and Pontusson that post-Fordist regimes (Sweden and Germany)
are on different growth trajectories by rejecting their empirical claim that
German exports have become more price-sensitive over time due to wage
suppression as compared to Sweden. Moreover, Hope and Soskice sug-
gest that the demand and distribution factors that the growth model ap-
proach highlights can be suitably incorporated within the “realistic” three
equation model of new-Keynesian macroeconomics and has the added
advantage of explaining macroeconomic demand management, including
monetary and fiscal policy.

In view of the debate on growth model approach as an alternative frame-
work of comparative political economy analysis, it must be emphasized
that the distinguishing feature of this approach is the centrality of demand
and distribution, characteristic of post-Keynesian macroeconomics. The
Post-Keynesian approach builds on the Bhaduri-Marglin model to analyze
the impact of a change in income distribution on aggregate demand. Spe-
cifically, it analyses the net effect of an increase in wage share on aggre-
gate demand depending on the investment elasticity of profits.23 Contrary
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