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Abstract: This chapter discusses the comparative political economy (CPE) of industrial relations by 
focusing both on the role and form of industrial relations institutions across national political economies 
and on the contribution of the discipline of industrial relations to CPE debates. The first part of the 
chapter outlines similarities and differences in industrial relations systems across the US and European 
countries and explores how the institutions of industrial relations evolved over time in the shift from 
Fordism to Postfordism. The identification of common trajectories of liberalization but persisting 
differences are central to the ‘convergence-divergence’ debate which has animated the field over the 
last three decades. The following section illustrates the role that the main CPE theoretical approaches 
assign to the institutions of industrial relations in capitalist economies, as well as the contribution of the 
comparative and multi-level approach of the discipline of industrial relations to the comparative study 
of contemporary capitalism.  
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1. Introduction 

The term ‘employment’ or ‘industrial’ relations can be understood in two distinct ways. First, it refers 

to the relationship between employers and employees, along with the institutions that mediate these 

relationships. Second, it refers to “the study of the employment relationship and all behaviors, 

outcomes, practices, and institutions that arise from or affect that relationship” (Kaufman 2004:45 in 

Heery et al. 2008: p. 2). Our chapter embraces the dual meaning of this term. 

The first part of the chapter focuses on the diachronic evolution and synchronic variation of industrial 

relations (IR) as mediating institutions. We explore how industrial relations systems have changed over 

time and across countries, focusing on national growth models in the U.S. and Europe. We begin by 

outlining the general trends and distinguishing features of the Fordist and post-Fordist phases, as well 

as the common purposes of industrial relations within these respective economic periods.  

Next, we introduce the key indicators used to identify typologies of industrial relations systems, which 

reflect the classification of countries into “models of capitalism”. This is followed by a discussion of 

the arguments about the convergence or divergence of  industrial relations systems, a debate which has 

been central to the field for the last three decades. 

The subsequent section delves into how different theoretical approaches in Comparative Political 

Economy (CPE) view the role of industrial relations institutions within capitalist economies. Finally, 
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we consider the contributions that insights from scholars of industrial relations—through their focus on 

micro-, meso-, and macro-level phenomena—make to CPE theorizing. This section also addresses some 

of the blind spots and limitations within the dominant theories in the field that a focus on industrial 

relations can help to address. 

2. Diachronic and synchronic analyses of industrial relations systems 

2.1. The developments in the industrial relations arena from Fordism to Postfordism  

The first contributions to the field of industrial relations date back to over 100 years ago, as Beatrice 

and Sidney Webb wrote their book ‘Industrial democracy” (1897) on collective bargaining in Britain, 

which is considered as the intellectual origin of the industrial relations discipline. A few years later John 

R. Commons wrote about the role of product markets and public policies for the expansion of workers’ 

representation in the US (e.g. 1909). However, the period in which both the study of industrial relations 

and the institutions of IR flourished is considered to be Fordism, which represents a critical phase in 

the development of modern industrial economies and the corresponding labor-management relations. 

The term ‘Fordism’ refers to a phase between 1950s and 1970s during which advanced political 

economies experienced a period of sustained growth and rising productivity. The term refers to Henry 

Ford, the owner of the Ford Motor Company, who was one of the first to pursue a high-volume, low-

cost production strategy for the ‘masses’. The classical Fordist production system was characterized by 

a standardized but diversified high-volume production. In the mass factories work was organized 

following classic Tayloristic principles so it was characterized by repetitive standardized tasks which 

could be performed by semi-skilled workers (Tolliday and Zeitlin 2003, Vidal 2015).  

The Fordist model of production was embedded in a national (and international) growth regime, that is 

also referred to as “Fordist” by extension because both mass production and mass consumption were 

central components of this regime. Industrial relations were considered a core pillar of the Fordist 

growth model because they regulated and stabilized the class compromise it relied on. On the one hand, 

workers were employed in the mass production system and renounced part of their autonomy in 

exchange for a good wage and employment security. On the other hand, thanks to the improvement of 

their disposable income, workers became ‘mass consumers’, contributing to sustain the growth of the 

national economy (Vidal 2015). 

Industrial relations, and in particular institutionalized collective bargaining and strong unions, were key 

to workers’ ability to shift redistribution in their favour, stimulating consumer demands. The latter 

created greater economies of scales and increased capacity utilization, to which companies responded 

with greater investments for expanding production and acquiring new technologies. These investments 

allowed employing work more efficiently and increasing labour productivity rates, which were matched 

by wage rates thanks to collective negotiations (Baccaro, Blyth et al. 2022).  
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How did industrial relations in the Fordist era look like? The variety in industrial relations systems that 

we are going to discuss later in the chapter was present at the time as well; yet, industrial relations 

shared some common features that ensured their ability to redistribute from capital to labour 

(STREECK 1998: 13): 

- Collective bargaining set standards of wages and working conditions for large segments of the 

workforce. Yet, collective bargaining in e.g. the US and in the UK took place predominantly at the 

company level, where often several collective agreements covering different workers’ groups were 

present, while sectoral collective agreements and industrial unions were more common in European 

countries (Gospel 1992, Vidal 2015). 

- Unions could rely on members’ mobilization to increase their leverage in their negotiations with 

employers. Rank-and-file militancy and strike activity characterized the industrial relations of 

countries with different industrial relations systems, although variation was visible in indicators 

such as trade union density and strike participation rates. 

- The state played an active role in macro-economic management through welfare state expansion, 

public investments aimed at supporting demand during downturns and the regulation of labour 

markets.  Within tripartite neo-corporatist settings, the government mediated between organised 

labour and employers, during negotiations of policy frameworks in the areas of labour market, 

industrial policy and welfare (Schmitter and Lehmbruch 1979, Regini 1984). The Konzertierte 

Aktion in Germany  represent an example of such an arena, which fostered information exchange 

and consultation among the social partners, the Federal States, and the Federal Bank between 1967 

and mid-1970s in the attempt to combine wage moderation with expansive demand-side policies 

(Baccaro and Benassi 2017).  

However, during the 1970s the Fordist system entered a deep crisis. Declining productivity rates, 

accompanied to lower profit rates, pointed at the exhaustion of the mass production system. The latter 

was challenged by an increasingly international, volatile and diversified global demand, which required 

more flexible production processes (Vidal 2013). National productive structures shifted towards 

services, which are typically characterised by lower productivity rates. Together with falling 

productivity rates, high inflation rates squeezed further the profit rates, undermining the foundation of 

the class compromise on which Fordism was based. Indeed, downward pressure on wage rates increased 

due to the heightened global competition, increased export orientation and the focalisation on 

shareholder value, while policies enhancing capital mobility and flexible labour markets aimed at 

increasing profit rates and returns on investments (Baccaro et al. 2022).  

The post-Fordist models emerging from the crisis shared some common features. Production 

(and service) strategies became more flexible and customized to consumer’s demand, and information 

technologies became increasingly integrated in the labour process. Labour markets grew more 
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polarized: on the one hand, the shift of productive structures to high-end services and advanced 

manufacturing, which are characterized by a higher technological and knowledge content, requires a 

highly skilled workforce, who can work autonomously and contribute to innovation through creativity 

and problem-solving (Durazzi 2019). On the other hand, austerity and labour market liberalization, 

which contributed to the decline of internal labour markets and to a rise of market-mediated 

employment, led to increased income and employment insecurity, especially concentrated in low-end 

services (Vallas 1999). Furthermore, organizational strategies were the necessity of efficient and cost-

saving processes, using standardization, work intensification and incentive-based pay, and employed 

technologies also for surveillance purposes with consequences for job quality (Boreham 1992, Vidal 

2013, Vallas and Beck 2014) .   

In the post-Fordist economies industrial relations play a more marginal role for growth than in the 

Fordist era. Among other factors, tertiarization, globalization and neo-liberal reforms contributed to a 

progressive weakening of industrial relations. Indeed across all advanced political economies union 

density has been falling (see figure 1). Its decline was particularly dramatic in the UK due to the fast 

and radical shift from manufacturing to services and the liberalizing reforms to labour markets and 

industrial relations in 1980s and 1990s. In contrast, union density remains high in Scandinavian 

countries even though the incentives to union membership provided by the Ghent system are 

undermined by the introduction of unemployment insurance funds which are not linked to trade unions 

(Schnabel 2013).  

Figure 1. Unionization rates in selected Western countries (1970-2019) 

 
Source: OECD/AIAS ICTWSS Database. 
 

Collective bargaining coverage did not decline homogenously and/or at the same rate, often thanks to 

extension mechanisms supported by the state; e.g. in France and Austria collective bargaining have 
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maintained over 90% coverage up to today despite falling unionization rates. Yet, even in countries 

with high collective bargaining coverage, collective bargaining was progressively decentralized and/or 

opening clauses were allowed to deviate from sectoral standards at least under specific circumstances 

(Doellgast and Benassi 2020). An (in)famous example is Germany: along with the decline of collective 

bargaining coverage, workplace agreements called Pacts for Employment and Competitiveness (PECs), 

which included concessions regarding working time, work reorganisation, early retirements and wage 

cuts or freezes, and could amend the sectoral agreements, spread across sectors both in Eastern and 

Western Germany during 1990s under the credible threat of outsourcing and delocalization (Streeck 

and Hassel 2003).   

At the national level, in some countries unions were involved in tripartite negotiations, which 

were however increasingly focused on supporting national economic performance in periods of crisis 

or on adapting the national economy to the Maastricht criteria through wage moderation, public sector 

cuts and greater labour market flexibility  (Rhodes 1998, Meardi 2006). Social pacts of this kind 

characterised, for instance, the phase of neo-liberal economic restructuring  in Ireland, Italy and South 

Korea during the 1990s (Baccaro and Lim 2007) (see next section for a detailed discussion of 

corporatism). In the UK and the US organised labour had always been – and remained - excluded from 

national-level policy-making processes and, in specific political and socio-economic circumstances, 

also unions which used to be involved in tripartite negotiations were marginalised-  e.g. the Italian trade 

unions during the government of Matteo Renzi (Rutherford and Frangi 2018).  

Due to these common developments, even though the decline of industrial relations was uneven 

across countries, the latter seem to have progressively lost, at least in part, their ability to redistribute 

from capital to labour, producing a generalized decline in the wage share across advanced capitalist 

economies (see figure 2).  

Figure 2. Wage share – US and EU15/Euro Area 15 (1970-2024)    
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Source: Ameco 

 

By interrupting the ‘virtuous cycle’ between high wages, consumption and growth which 

characterised the Fordist phase, the erosion of industrial relations institutions reduced the capacity of 

wages to be a driver of growth. Thus, other factors have been driving the growth of post-Fordist 

economies such as household debt, exports, and house prices (Baccaro and Pontusson 2016, Kohler and 

Stockhammer 2022); yet, growth has been slowing down (and in some countries arrested altogether), 

especially since the Global Financial Crisis, and increasing levels of inequality have been argued to 

constitute a source of instability as well as of stagnation (Vidal 2013). Thus, scholars have been 

advocating for a wage-led recovery which would bring industrial relations back to the center of national 

growth models along other redistributive mechanisms such as fiscal policies and the welfare state 

(Lavoie and Stockhammer 2013).  

 

2.2. The variation of industrial relations systems across advanced political economies  

Industrial relations vary not only over time but also across countries. The institutions and norms that 

influence the behavior of employers, workers, and the organizations representing their interests indeed 

differ across countries, and national borders have been seen in the discipline as crucial for understanding 

these variations in industrial relations. A central focus of comparative industrial relations scholars has 

thus been to analyze the differences between national industrial relations systems. 
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Comparative industrial relations scholars often employ ideal-typical models to understand these 

differences, producing various typologies of national industrial relations systems. These typologies 

group countries into clusters based on shared characteristics. For example, in his influential work 

‘Industrial Relations and European State Traditions’ (1993), Crouch identifies four key models of 

industrial relations: contestative, pluralist, bargained corporatist, and authoritarian corporatist systems. 

Similarly, Traxler et al. (2001) present six types of industrial relations systems: classic corporatism, 

other corporatism, lean corporatism, pluralism, neoliberalism, and statism. Another typology, proposed 

by Visser (2009), distinguishes between organized corporatism, social partnership, a state-centered 

model, a liberal model, and a mixed model. 

These various classifications illustrate the diverse ways in which industrial relations are structured 

globally, emphasizing the importance of national context in shaping the interactions between labor, 

capital, and the state. Although somewhat different, all these typologies tend to cluster countries around 

some key elements, which have become the standard indicators to describe different models (or types) 

of industrial relations: the form of trade union organisation (single vs. multiple organisations), and the 

culture and style of trade union representation (member vs. class, antagonistic vs. participatory); the 

level of trade union density; employers’ association density and the fragmentation of employers’ 

associations (again single vs. multiple organisations); the coverage and structure of collective 

bargaining (multi-employer vs. single-employer, centralised vs. decentralized, coordinated vs. 

uncoordinated); employee representation in firms (single vs. dual channel); the extent of social partners’ 

involvement in consultation over social and economic policies (liberal vs. corporatist); the role and 

degree of state intervention in labour/capital relationships (voluntaristic vs. juridified, restrictive vs. 

supportive, pro-union vs. anti-union) (Visser  2009, Pedersini 2014). 

Clustering countries around these elements tends to produce rather similar and consistent geographical 

clusters across the different typological exercises. So it is rather common in IR research to distinguish 

between: 

• A Nordic model typical of countries such as Denmark, Finland, Sweden, and Norway, 

characterized by strong and united social partners, with very high levels of both union density 

and membership in employer associations, high collective bargaining coverage with no or very 

limited role of the state (i.e. no automatic extension mechanisms), centralised coordination of 

collective bargaining, strong and institutionalized involvement of the social partners in policy-

making, very low levels of industrial conflict, often sustained by peace obligations in collective 

agreements;  

• a Continental model, characteristic of countries like Belgium, Germany, Luxembourg, 

Netherlands, Austria and Slovenia, with united social partners with a lower level of 

organization compared to the Nordic countries, particularly for what concerns trade union 
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density, sectoral bargaining as the dominant bargaining level, with high levels of both vertical 

and horizontal coordination and a stronger role of the state in extending its application, very 

limited industrial conflict, a dual system of representation with institutionalized participation 

rights for employees at company level through works councils (i.e. codetermination);  

• a state-centred model in Southern-European countries (Greece, Spain, France, Portugal, and 

Italy), with much weaker and highly fragmented social partners, less able to autonomously 

regulate industrial relations, high levels of industrial conflict and generally adversarial 

relations between the social partners, a compensatory and very active role of the state, which 

sustains collective bargaining through often automatic extension mechanisms, more limited 

rights of employee representatives at company level;  

• a liberal cluster (UK, Ireland, together with the US, Canada and Australia outside of Europe) 

characterized particularly by the absence of multi-employer collective bargaining, which takes 

place at company level, and low collective bargaining coverage rates, weaker social partners, 

in some cases with the absence of employer organisations, non-existing tripartism, voluntarist 

industrial relations, with no role of the state in e.g. extending collective agreements, very 

limited rights of employee representatives at company level;  

• and finally, a (often residual and less clearly defined) mixed grouping mostly composed of 

Eastern-European countries (Bulgaria, Czech Republic, Estonia, Latvia, Lithuania, Hungary, 

Poland, Romania and Slovakia), which shares similarities with the liberal cluster 

(predominance of company-level collective bargaining with very low collective bargaining 

coverage rates, and weak social partners with low density rates both on the labour and capital 

sides), but with the presence of forms of organised tripartism.  

Table 1 reports some selected indicators of these characteristics in selected countries belonging to the 

five clusters.  

Table 1. Selected indicators of industrial relations institutions  

Cluster Country TU 
density 

EO 
density 

CB 
coverage 

CB level WC rights Presence 
of 
extensions 

Nordic Denmark 67 68,3 82 Sector Consultation No 
Finland 58,8 69 88,8 Sector Consultation Virtually 

automatic 
Sweden 65,2 88 88 Sector Codetermination No 

Continental Austria 26,3 100 98 Sector Codetermination Virtually 
automatic 

Belgium 49,1 83,8 96 Central/sector Consultation Virtually 
automatic 

Germany 16,3 67,9 54 Sector Codetermination Exceptional 
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The 
Netherlands 

15,4 85 75,6 Sector Codetermination Not 
automatic, 
but 
commonly 
employed 

Southern France 10,8 79,2 98 Sector Consultation Virtually 
automatic 

Italy 32,5 78,3 100 Sector Consultation Virtually 
automatic 

Portugal 15,3 51,2 77,2 Sector Consultation Virtually 
automatic 

Spain 12,5 77 80,1 Sector Consultation Virtually 
automatic 

Liberal UK 23,5 53,8 26,9 Company Information No 
US 10,3 N/A 12,5 Company No No 

Mixed Czech 
Republic  

11,4 55,5 34,7 Company/sector Information Exceptional 

Estonia 6 50,5 19,1 Company Information Exceptional 

Poland  13,4 55,6 13,4 Company Information No 
Source: OECD/AIAS ICTWSS Database 

Although widely used by scholars studying industrial relations, these typologies are not a perfect 

representation of reality, but rather an idealized abstraction of existing differences. Thus, they have not 

been exempt of criticisms. In particular, it has been noted that these typologies tend to overestimate 

national similarity, coherence and rationality, while underestimating variation within countries and 

cross-border differentiation influences (Bechter et al. 2012). The “methodological nationalism” that 

these typologies have been accused of is strongly rooted in the institutionalist bias of most research on 

industrial relations, that tends to downplay other lines of differentiation in industrial relations beyond 

national institutions (Bamber et al. 2021).  

Particularly important lines of differentiation highlighted by industrial relations scholars have been 

those connected with industrial sectors, such as the distinctive product and labour market features, 

technologies, production systems that characterize different sectors. The comparative relevance of 

nation-based institutional factors and sector-based technological, organizational and product market 

ones was tested by Bechter and colleagues, who performed a cluster analysis of industrial relations 

indicators in nine different sectors across the 27 EU member states. The authors found that the clusters 

resulting from the combined analysis of sectors and countries departed significantly from those 

emerging when only focusing on countries, showing that industrial relations vary across sectors as 

deeply as they do across countries (Bechter et al. 2012). Moreover, methodological nationalism tends 

to underplay the relevance of transnational forces situated ‘above’ the national level, such as MNEs and 

global supply chains, international organisations and governance mechanisms such as the European 

Union, and transnational processes including cross-border trade and migration (Marginson 2016). Thus, 

industrial relations scholars have urged to better explore variation in industrial relations institutions 
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across geographical regions, localities and sectors, moving away from an exclusive focus on differences 

between different countries. 

 

2.3. Are industrial relations systems converging on one model or do differences persist? 

One of the central debates to the scholarship on industrial relations systems over the past three decades 

concerned the question whether the trajectories of change of national industrial relations systems in the 

shift from Fordism to Post-Fordism were predominantly characterized by convergence tendencies or by 

resilient differences due to the path dependence of national models. 

This debate already started in the 1950s and 1960s, as Kerr and colleagues in the book Industrialism 

and industrial man forecasted that organizational and technological transformations will lead to 

convergence among industrialised nations on the US-American inspired ‘pluralistic industrialism’ - a 

system in which employers and unions developed increasingly effective and non-conflictual bargaining 

relationships, making detailed state regulation unnecessary and detaching industrial relations from 

politics (Kerr et al. 1960). 

Successive waves of scholarship emphasized instead the divergence of national models, especially with 

the expansion of the neo-corporatism thesis in the 1970s (Schmitter 1974, Schmitter and Lehmbruch 

1979) and their focus on the different coordination capacities of collective bargaining systems and on 

their ability to manage inflation and economic performance (Calmfors and Driffill 1988). This attention 

to the relevance of nation-based institutions was followed again by expectations of (and normative 

pressures for) convergence of employment regimes towards the US model under the impulse of 

globalization (and of international organizations advocating for liberalization) (Katz and Darbishire 

2000).  

The last wave of this recurring convergence/divergence debate has been the one opposing VoC scholars 

with liberalization theorists. While VoC tends to underline the persistent strong variance in the defining 

elements of industrial relations systems across countries (see table 1, Hall and Soskice 2001), 

liberalization scholars have, instead, underlined the common tendencies experienced by IR institutions 

in all countries, such as declining unionization (see figure 1), decentralization of collective bargaining, 

the reduction in the wage share (see figure 2) and, more generally, of labour power and the overall 

capacity of industrial relations to produce beneficial outcomes for workers. Moreover, liberalization 

scholars such as Baccaro and Howell (2017) argue that while institutional differences may still be 

apparent (for example in the very differentiated unionization rates characterizing different countries), 

the performance of these institutions has unequivocally moved towards granting employers more 

discretion, producing a de facto convergence of institutional functions.  
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This debate ended up in a somewhat polarized position among scholars, as the possibility to empirically 

ascertain the predominance of convergence or divergence depends largely on the indicators used and 

their relative weight. Scholars in the field of industrial relations have suggested that the co-presence of 

common tendencies and change pressures, as well as of a persistent role of (national) institutional 

differences in filtering and mediating them is what scholars should focus on, beyond stylized 

convergence vs. divergence arguments (Bamber et al. 2021). As we will see later in the chapter, this 

attention to the historical, political, legal, economic and social factors that, in a conflicting and 

contradictory way, mediate common transformation pressures is part of the distinguishing approach of 

CER as a field of study, which allows for a dynamic and contradictory understanding of continuities 

and change in industrial relations systems. 

 

3. The place of industrial relations in and the contribution of IR scholarship to CPE theories 

In this section, we explore the two-way relationship between industrial relations as a sphere of action 

and as a field of study, and the main theoretical tendencies in CPE. What place do industrial relations 

institutions and actors hold in the main CPE theories? And how does an analytical focus on industrial 

relations at the micro-, meso- and macro-level contribute to CPE theorizing?  

The extent to which industrial relations institutions, actors and dynamic are seen as central and 

consequential in different bodies of CPE theory to make sense of diversity and change in capitalist 

economies reflects largely the real-world shifts which unfolded in the transition from Fordism to post-

Fordism in the balance of power between labour and capital, in the dominant macro-economic 

paradigms and in the redistributive and regulatory capacities of IR institutions across advanced 

capitalist economies. At the same time, even through these common historical shifts, we contend that 

maintaining a focus on the differentiated politics and dynamics of industrial relations at the micro-, 

meso- and macro-level remains relevant and useful to understand certain specificities of capitalist 

dynamics and address some blindspots of the main theoretical frameworks in the field. 

3.1. Power resource theory and neocorporatism 

In Power Resource Theory (PRT) (for a recent overview and discussion see Refslund and Arnholtz 

2024 and chapter 2 in this volume) industrial relations play a fundamental role for making sense of 

capitalist variety, as the differentiated balance of power between labour and capital that plays out in 

industrial relations is what explains variation in modern capitalism and in its distributive outcomes. 

Industrial relations are seen as a central arena, alongside the more properly “political” sphere of party 

politics, where workers’ power resources are built and mobilised and where power struggles play out. 

Unions’ links with left parties and their capacity of coalition-building with other actors to influence 
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government policy are given as much importance as unions’ capacity to sustain industrial conflict and 

leverage strength within workplaces to account for their societal power (Korpi, 1978).  

The analytical centrality of labour-capital conflict and of organized labour agency also underpins the 

seminal conceptualization of political exchange developed by Pizzorno (1978) to theorise the dynamics 

of state-labour bargaining which accounted for patterns of macro-economic and social policy-making 

in the Fordist period and especially in the troubled economic conjuncture of post-1968 Western Europe. 

Pizzorno (1978: 279) defined political exchange as a process in which governments are led to offer 

certain ‘goods’ (such as public spending or wage concessions) to trade unions on the ‘political market’ 

in exchange for consensus or support (as well as temporary wage restraint). The sphere of industrial 

relations and industrial conflict, the potential capacity of organised labour to withdraw societal consent, 

and the institutional mechanisms through which these conflicts were governed and resolved, were thus 

given a central role in accounting for the politics of (late) Fordist capitalism in Western Europe, and for 

its diversity. One of the major themes in the analysis of political exchange (increasingly described as 

co-terminous with corporatist policymaking – see below) was indeed the classification of differences 

between countries. Austria and Sweden, for example, had well developed corporatist arrangements 

compared to the ‘pluralistic fragmentation’ of the UK and the US, where corporatism was weak or 

nonexistent (Crouch 1993).  

The sphere of industrial relations occupied an equally central conceptual place in that broad camp of 

the CPE debate which we can group under the label of neo-corporatism - although in a much more 

“functionalist” rather than conflict-oriented sense. Neocorporatist approaches in CPE saw the nature of 

the relationship between governments, unions and employers’ organisations (EOs)– what Schmitter 

(1974) described as the modes of ‘interest intermediation’— as central to understand the evolution of 

modern capitalism, its social order and its institutional diversity (cf. Crouch, 1993).  

The concept of neo-corporatism described institutional arrangements whereby strong, encompassing 

and hierarchical trade unions and EOs were integrated in economic governance and policy-making 

through the institutionalised sharing of power and responsibility, in exchange for moderation in the 

pursuit of their particularistic interests, especially in wage setting (Schmitter, 1974). “Neocorporatist” 

macro-political coordination between governments, unions and employers’ organisations was identified 

in the 1970s and early 1980s as one of the distinctive characteristics of several Western European 

political economies that underpinned the redistributive social compromises that embedded the Fordist 

model of capitalist accumulation in Western Europe (Lehmbruch, 1977, 1984; Schmitter, 1989).  

Neo-corporatist scholarship was preoccupied in particular with how specific institutional configurations 

and structures of industrial relations contributed to more or less effective macro-economic management. 

Such a concern with the macroeconomic effects of industrial relations dynamics and institutions, 

specifically the governance of wage-setting and its interaction with the broader macro-economic 
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regime, became more pressing in the historical conjuncture of the 1970s and early 1980s – a period 

characterised by mounting concerns around the management of inflation and of wage demands in the 

context of a (still) strong labour movement. 

In this body of scholarship, the longevity of corporatist arrangements for the definition of income, fiscal 

and welfare policy in Western European countries was attributed to the function these fulfilled in 

supporting the Fordist model of capitalist accumulation and containing inflation (Crouch, 1993: 6; 

Schmitter, 1974: 111). In corporatist deals, encompassing trade unions would offer wage restraint and 

industrial peace in exchange for counter-cyclical fiscal policies and generous social benefits, enabling 

employers to secure the continued conditions for accumulation and helping governments to achieve low 

inflation and low unemployment. These arrangements linking corporatism and social democratic 

settlements were identified as particularly important for small, open economies competing in globalised 

world markets (Katzenstein, 1985).  

With the shift to post-Fordism and the advent of neoliberalism and monetarism, (neo)corporatist 

settlements were interpreted as coming under strain due to their loss of functionality in fulfilling 

governments’ and employers’ macro-economic goals in a changed macro-economic environment. As 

mass unemployment was no longer an insurmountable political problem, and central bank independence 

provided governments with a new tool to control inflation, wage moderation achieved through 

corporatist exchanges lost its usefulness for preserving macro-economic stability (Lash and Urry, 1987). 

Furthermore, as domestic employers – especially in the exposed sectors – shifted their competitive 

strategies away from cost containment via wage moderation towards greater flexibility, both in the 

management of the workforce and in the movement of capital, investments and production, corporatist 

concertation was assumed to have exhausted its economic function, as employers could instead mobilise 

their structural power and the threat of disinvestment as a mechanism to achieve their policy goals 

(Compston, 1998: 5). Whilst concerns with the scope and determinants of coordination between 

governments, unions and employer organisations remained a recurrent theme in CPE also through the 

1990s and 2000s, as testified by the large literature on social pacts and tripartite social concertation (cf. 

Avdagic and Visser 2011 for an overview), such arrangements were seen as a much more contingent 

phenomenon, rather than central to the actual theorisation of capitalist diversity. 

Concerned as they are with the impacts of labour-capital conflict and of state-labour-capital interaction 

on policy-making and macroeconomic management, both PRT and the neocorporatism debate in CPE 

shared a predominant focus on the macro-level dynamics of interaction between labour, capital and the 

state, as well as a certain degree of “methodological nationalism” (Bechter et al. 2012) in their scale of 

analysis. As highlighted for instance by Flanagan (1999, p. 1156, cited in Molina and Rhodes, 2003, p. 

312), discussions on corporatism thus neglected the micro-foundations of power and decision making 

within interest organizations, effectively assuming identical preferences among all members or an 
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absence of democratic processes for resolving internal conflicts. Both contemporary and later 

contributions from the field of industrial relations more focused on the sector and workplace level of 

analysis have contributed to addressing this blind spot, shedding light on the micro- and meso-level 

foundations and mechanisms on which labour power resources on the one hand, and the stability of 

corporatist institutions on the other, rested. For instance, industrial relation scholarship has highlighted 

the important role of workplace level representation and unions’ organizing efforts at the grassroots 

level in supporting union mobilization and power in the political sphere, especially in those contexts 

where institutional power resources are weaker (cfr. Baccaro et al. 2003; Turner 1993); and the 

consensus-building functions of aggregative and deliberative democratic practices undertaken by 

unions at the branch and workplace level to secure legitimation for corporatist arrangements at the 

national level, including wage restraint (Baccaro 2003).  Similarly, a focus on industrial relations 

practices at sectoral and firm level (e.g. Pontusson and Swenson 1996; Doellgast and Greer 2007) has 

helped to shed light on the mechanisms and drivers of employers’ progressive exit from corporatist 

arrangements that have underpinned the slow end of organized capitalism (cf. Lash and Urry 1987) 

since the 1980s. 

 

3.3. Varieties of Capitalism 

The shift away from Keynesianism and the centrality of IR that characterized Fordism towards the 

supply-side macroeconomic paradigm dominant in post-Fordism, with its emphasis on reducing 

institutional constrains to foster companies’ competitiveness, is reflected in the place and the function 

that industrial relations came to occupy in the theoretical debate that dominated CPE from the 2000s 

onwards – the so-called Varieties of Capitalism (VoC) framework.  

As a firm-centric approach to the theorisation of capitalist variety, the original VoC formulation (Hall 

and Soskice 2001) conceptualises the sphere of industrial relations as one of the five institutional 

spheres where firms must solve their coordination problems. Attempting to counterpose the idea that 

there is only one best way for fostering companies’ competitiveness in globalized markets, Hall and 

Soskice suggests that different institutional environments provide firms with distinct means to be 

competitive and, therefore, foster different business strategies. From a theorisation of the IR sphere as 

a central sphere of class conflict (as in PRT) or as a key plank of demand-side macroeconomic 

management (as in neocorporatism), IR institutions come thus to be seen in the VoC debate from a 

supply-side perspective –part of those configurations of institutions that, through dynamics of mutually 

reinforcing complementarity, underpin comparative advantage and economic performance in CMEs 

and LMEs respectively. Very differently from the conflict-oriented account of IR dynamics in Power 

Resource Theory, underpinning the VoC account of CMEs is the idea of a potential congruence of class 
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interests in the IR sphere (as organized production systems benefit not just labor, but also employers, 

who derive comparative advantages from such arrangements).  

By stressing the persistence of institutional diversity across capitalist varieties, the coherence of national 

models and predicting continued employers’ interest (in CMEs) in maintaining and upholding 

coordinating institutions in IR, the VoC framework was extensively criticised for its functionalism and 

its limits in making sense of the trends towards the liberalisation of industrial relations systems which 

characterised the post-Fordist phase of economic restructuring, including in supposedly “pure” CMEs 

such as the German economy (as discussed in section 2) (cf. Doellgast and Greer 2007; Baccaro and 

Benassi 2017). It is indeed by focusing on developments in the sphere of industrial relations, and 

documenting changes both in the institutional set-up and in the effective functioning and outcomes of 

IR institutions at the sectoral and workplace level, that Baccaro and Howell (2017) build their thesis of 

neoliberal convergence across advanced capitalist economies.  

Insights from industrial relations thus helped to move theoretical debates in CPE forward by 

calling into question the functional stability and national coherence of institutions assumed by VoC, 

and to reveal the subtle dynamics of liberalization that play out at the sectoral and firm level – such as 

outsourcing, use of non-standard work, exit from collective bargaining agreements - and that over time 

contribute to transform the logic of operations of extant institutional configurations (Fast 2016). By 

studying divergences in the functioning of IR institutions and practices across sectors (Bechter et al 

2012), and focusing on the growing relevance of supranational and transnational processes – from 

European integration (Erne 2019) to multinational enterprises (Lane and Wood 2009) and global value 

chains (Donaghey et al. 2014) - in shaping industrial relations practices, industrial relations scholarship 

has also contributed to complexifying CPE debates by highlighting the limits of a solely national-

focused perspective to understand contemporary dynamics of capitalist functioning at a global scale.  

 

3.4. Regulation School and growth models 

As the global economy entered a phase of secular stagnation and persisting instability in the aftermath 

of the 2008 Great Financial Crisis, a new wave of CPE theorising that can be loosely grouped under the 

label of the “growth models” (GM) approach (cf. Baccaro and Pontusson 2016; Baccaro, Blyth and 

Pontusson 2022; see also chapter 5 in this volume) has sought to bring back into the CPE mainstream 

a “demand-side” perspective, focused on investigating how capitalist economies (attempt to) achieve 

growth, and which political and policy settlements underpin diverse growth regimes. In doing so, the 

GM approach revived questions that had been extensively investigated since the 1970s by theorists 

working in the framework of the French Regulation School (cf. Boyer 1990; Aglietta 1979). 
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Both the Regulation School and the growth models approach start from the observation that Fordism as 

a mode of accumulation was rooted in a set of institutional arrangements – among which industrial 

relations institutions played a central role –which maintained the centrality of the wage relation and 

secured wage growth consistent with both expanding mass consumption and continuous productivity 

developments, whilst contributing to stabilizing social conflicts. The sphere of industrial relations was 

thus attributed analytical centrality both in political terms and in macroeconomic terms, for its role in 

forging cross-class compromises and delivering through coordinated collective bargaining rates of wage 

growth that supported domestic demand. As Howell (2019) highlights, the simultaneous focus upon the 

conflictual dynamics of capitalist growth and the regulatory mechanisms  that seek to stabilize it make 

Regulation Theory a useful point of theoretical contact between the perspective of comparative 

industrial relations, focused on the centrality of labour-capital conflict, and the more critical strands of 

comparative political economy (cf. Hauptmeier and Vidal 2014). Industrial relations dynamics are also 

theorized in the GM perspective as a crucial driver of the successive demise of Fordist wage-led growth 

– as the progressive erosion and deregulation of IR institutions is seen as a central plank of those long-

term processes of change that undermine the foundations of wage-led growth across advanced capitalist 

economies.  

However, in theorizing post-Fordist growth regimes and their political foundations, the GM approach 

in particular downplays the role that industrial relations dynamics – in particular, class conflict and  the 

autonomous agency of IR actors – can have in shaping growth drivers and growth strategies. The focus 

of the GM approach on the centrality of cross-class coalitions in dominant growth sectors leads to the 

assumption that unions in dominant sectors are generally aligned with employer interests in their policy 

preferences. Consequently, IR institutions feature in the GM theoretical edifice only in fairly functional 

terms (e.g. as important planks of the German “undervaluation regime” that underpins its export-led 

model – cf. Höpner and Baccaro 2022; or as a sphere of reform central to governments’ efforts to 

encourage export-led growth – cf. Bulfone and Tassinari 2021). Recent contributions (e.g. Bondy and 

Maggor 2023, Bondy et al. 2024; Bogliaccini and Madariaga 2024) have sought to address the IR 

blindspot of GM theory by seeking to incorporate more directly labour agency and class conflict within 

it. For instance, Bondy et al. (2024) show how dynamics of political exchange between unions and 

weak governments in three peripheral advanced economies lie at the root of processes of wage growth 

that have the unintended side effect of boosting domestic demand and thus changing the balance of 

extant growth models. Similarly, Bogliaccini and Madariaga (2024) show how the different type of 

relationships forged between left parties and union movements shape in important ways the growth and 

distributive strategies that left governments can implement once they come to power in macro-

economically constrained contexts. In general, the potential points of contact between IR scholarship 

and the GM perspective could be more extensive, and this represents in our view a fertile ground for 

theoretical development and dialogue for both subfields. 
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Table 2. CPE approaches and industrial relations 

CPE approach Relevance 
of IR 
institutions 

Main function 
of IR 

Key IR 
institutions 

Relevant IR outcomes 

PRT/Corporatism High, but 
reducing 

Distribution of 
power/Macro-
economic 
management 

Tripartism/social 
pacts 

Distribution of 
resources/inequalities 
Political stability 
Inflation management 

VoC High and 
stable 

Co-ordination Collective 
bargaining, 
labour 
representation at 
company level 

Wage setting 
Labour hoarding 
Employment security 
Skill creation 

Régulation/growth 
models 

Once high, 
now 
marginal 

Wage 
setting/demand 

Collective 
bargaining 

Wage-led growth and 
redistribution 
Work organization and 
productivity/innovation 
at firm and sector level 

 

 

3. Conclusion 

In this chapter, we have explored the political economy of industrial relations, the place of industrial 

relations in the most important theoretical approaches of CPE and the contribution that the comparative 

and multi-level study of industrial relations gives to the contemporary analysis of capitalism.  

We have shown that industrial relations show significant diachronic and synchronic variation. On the 

one hand, the characteristics of and role played by industrial relations has changed due to the crisis of 

Fordism and the passage to a post-Fordist form of capital accumulation. At the same time, in both phases 

of capitalist development, industrial relations have assumed different characteristics in different 

countries, often described through the development of specific typologies in which national cases could 

be clustered. The emphasis placed on the one or the other dimension of variety (cross-time or cross-

space) has produced a debate on the convergence or persistent divergence of national industrial relations 

systems and, therefore, of national models of capitalism. The distinctive contribution offered by 

scholars in the field of industrial relations is their emphasis on the co-presence of common tendencies 

and change pressures at different levels, and of (national) institutional differences that filter and mediate 

them (Bamber et al. 2021). 

The chapter has also discussed the place and role attributed to industrial relations by different debates 

in CPE theory, highlighting how this has evolved over time reflecting the real-world transformation in 

the balance of power between labour and capital, and its impact on the redistributive and regulatory 
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capacity of IR institutions. At the same time, however, we have shown how comparative industrial 

relations as a field of study, with its close analysis of the differentiated dynamics of industrial relations 

at the micro-, meso- and macro-level, can contribute to addressing some blindspots of the main CPE 

theoretical frameworks, providing a fruitful contribution to the study of contemporary capitalism. The 

core insight that scholarship on industrial relations can contribute to CPE, hence, is that if we want to 

fully understand the macro-level dynamics of comparative capitalism, we need to take seriously the 

micro-level dynamics of  industrial relations and labour-capital conflict, and consider the micro-, meso-

, and macro-level forces that contribute to shaping them. 
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