
Introduction 
Some vital issues in this unit: 

1. The global context does shape national (and local) employment relations but does it do so n the 

same or different ways from place to place? 

2. International comparisons are useful empirically and conceptually. They can help us to 

understand any one society better. 

3. Most scholarship in IR/HR has ignored ‘space’ or taken it as a given but in this unit we will 

engage with some insights from the academic discipline of geography 

Some vital questions? 
1. What are the best ways to compare countries? 

a. Varieties of capitalism 

2. Should we compare only at the national scale? 

3. What are the merits of the dominant model used in comparative employment relations, 

‘varieties of capitalism’? 

4. How do we understand globalisation?  

a. What does it mean? 

Comparative studies 
What might be gained from a more rigorous approach to comparison? There are three common answers 

to this: 

1. To learn more about different countries 

2. To see if other countries provide models for us 

3. To generate better explanations for the nature of employment relations 

 

 ‘Comparativists’ are interested in identifying the similarities and differences among national 

units 

 This allows an understanding and explanation of diverse historical outcomes and processes 

 …but any one process (in our case aspects of IR/ER) can have very different meanings between 

places 

 Comparative analysis is attractive for policy-makers but there are many examples of ‘imported’ 

solutions failing 

 How might we compare countries? 

Textbook answer: by types of market economy: 

 Liberal market economy (USA) 

 Coordinated market economy (Germany) 

 Asian market economy 



Should we take this model as a given? 

 No – a central challenge in this Unit is to assess how useful it is 

 Why categorise at all? 

 Might there be other ways of categorising countries? 

Globalisation and comparative study 
There are two views of globalisation in the textbook: 

The ‘simple 
globalisation 
approach’ 

 Economic pressures mean ‘convergence’ in employment relations; and a 
‘race to the bottom’ in terms of wages and labour standards 

 Governments lose autonomy; labour markets are regulated in new ways to 
attract capital investment 

An ‘institutionalist’ 
approach 

 Despite common economic pressures associated with globalisation, 
‘diversity’ persists 

 Existing institutions mediate and filter those pressures 

Looking ahead 
 At any one time, there may be different patterns between countries and there will likely be 

change over time: how do we explain these patterns? 

 So, the core empirical component of the Unit is to learn about different countries. 

 Remember, though, there are different approaches to comparison: so the core conceptual 

component of the Unit is to learn how to critique explanatory models. We are not taking 

‘varieties of capitalism’ for granted. 

Varieties of Capitalism & Employment 
Relations 

 We make comparisons all the time; comparative thinking between countries might shape 

employment relations policies in any one country 

 There are, though, some methodological problems in making comparisons and adopting 

practices across countries 

 This is all made more complex by the impact that globalisation is having on countries 

Be aware of the terms authors use, and be very precise of what you say and what authors say. 

Pluralism is a good place to start – as it focuses on the key institutions in ER. Think about what issues 

confront these institutions, and how they differ between countries (e.g. WLB, enterprise agreements). 

Main features 
1. The firm is at the centre of the original analysis in Hall & Soskice’s work 

 Vs competing interests of employers/employees, role of the state, economy 

 Firms in particular types of countries operate in particular kinds of ways because those 

countries are different from each other 



2. A firm must coordinate with a wide range of ‘actors’: investors, employees, unions, the state, 

suppliers, buyers (pluralist term)  

 In order to function, firms must coordinate somehow with all actors to conduct business 

 Coordinated by the market or more interventionist strategies 

3. Each of these forms of capitalism has ‘complementary institutions’, forming the basis of a 

country’s economic competitiveness and leading to (good) economic outcomes 

4. Remember, the VOC approach is ‘stylised’; it’s not meant to be deeply textured. Two ‘ideal 

typical’ forms (varieties) of capitalism: 

 Liberal market economies 

 Coordinated market economies 

Basic argument in Hall & Soskice: In a country like Australia and the USA, all of these coordinations are 

more or less driven by the market. These relationships typically are quite competitive. A firm will have 

competitive relations with its suppliers and the government will play a limited role in influencing or 

coordinating those relationships. 

In a more coordinated economy such as Germany, the relationships are different. They have a longer 

term focus, are more structured and there is more planning between them. E.g. when confronted with an 

issue, firms will work with their suppliers to address the problems and work together to maintain 

relationships (Swedish mining company). 

The spheres affecting firm performance 
A firm must coordinate with other ‘actors’ in five spheres: 

1. Industrial relations (employer associations, unions) 

2. Vocational training and education (skill acquisition) 

3. Corporate governance (regulation) 

4. Inter-firm relations  

5. Its own employees 

The vital point is that these processes work differently in different types of economy.  

Most of these spheres are in the domain of employment relations.  

National institutions 
National institutions shape how firms resolve coordination problems: 

 LMEs: through hierarchies and markets – ‘arm’s length’ relations and high levels of competition 

 CMEs: not only through hierarchies and markets but also through non-market institutions – a 

more ‘strategic’ interaction 

o Higher degree of involvement by government, employer associations, and unions 

Comparative advantage 
Each solution, each variety, has a ‘comparative advantage’: 



 In LMEs, the comparative advantage arises from the flexibility of these coordination agreements 

 In CMEs, the comparative advantage arises from cooperative behaviour, based on information 

exchange, monitoring and sanctioning of defections 

Note that the model does not say one variety is ‘better’ than the other. Economies will be best in their 

purest form (i.e. the more flexible an LME is the better). 

The archetypes – more detail in W4 
The USA and Germany 

1. American employers: politically powerful; ‘scientific management’ (Frederick Taylor) and 

Fordism from the 20th century. 

 Private property rights of employers gives them more power in the workplace, because 

the workplace is seen as their property in a stronger sense than in Australia and CMEs  

 Ford – increased wages massively to overthrow union campaign 

 Industrialisation – manufacturing economy 

2. American unions didn’t organise factory workers until 1930s; they never organised anything like 

50% of the workforce. 

 Employer power is the default position – workforce is mostly non-unionized  

3. In Germany, the historical trajectory of employment relations was totally disrupted by fascism 

and war; after 1945, policy-makers were concerned with work, rights, political stability and 

democracy  

 Depression 1930s, Nazism  

 All major political parties ensuring awareness of individual rights and building a stable 

system of society – with ER at the core 

 People valuing their work and feeling valued is critical  

4. There was a consensus around wanting robust workplace institutions for social and political 

reasons as well as industrial ones. 

The LME archetype 
The United States 

 Corporate governance: outsider shareholder dominated; performance represented by current 

earnings & share prices; management agency controlled by shareholder exit 

o Shareholder expectation for regular dividends – short-term buying and selling of shares 

(volatile market) 

 Employee relations: short term, market relations between employee and employer; top 

management has unilateral control of the firm 

 Industrial relations: employer organisations and unions relatively weak; decentralised wage 

setting; insecure employment (hire & fire; fluid labour markets). 

 Vocational training/education: vocational education offered on market; labour force has high 

general skills. 



 Inter-firm relations: market relations, competition; use of formal contracting and 

subcontracting relationships. 

The CME archetype 
Germany 

 Corporate governance: long term bank dominated insider systems; cross-directorships; cross-

shareholding; management agency controlled through ‘network reputational monitoring’ 

o Through sector level arrangements and employer association 

o Culture – collaboration given greater emphasis than competition 

 Employee relations: long term, formalised participation of employees; consensus decision-

making with management. 

 Industrial relations: trade unions and employers organised; industry-wide collective bargaining 

and pay determination; employment relatively secure. 

o Employer associations critical for coordinating firm strategies at an industry level 

 Vocational training: elaborate industry based training schemes; labour force has high industry-

specific and firm-specific skills. 

 Inter-firm relations: development of collaborative networks; cooperation among firms in 

diffusing technologies. 

The VoC approach and ER 
1. Employment relations issues lie at the heart of the VoC model (collective bargaining, unions and 

employer associations, skill development, relations with employees at the workplace) 

a. Focus in textbook is on institutions and issues (wages, productivity etc.) 

2. The VoC approach puts ER in the context of ‘political economy’. (Think about this in contrast to 

other theories of employment relations.)  

VoC and globalisation 
What does VoC tell us about globalisation? 

1. VoC emphasises the importance of (national) institutions. (‘Institutions do matter’.) 

2. Different institutions mediate globalisation in different ways 

a. National institutions will respond to globalising economy in different ways – it is likely 

the effect of globalisation will be more complicated than a universal push (convergence) 

3. Globalisation: 

a. In LMEs, we can expect ‘deregulation’ and a ‘race to the bottom’ as outlined in the 

‘simple globalisation’ approach (become more liberal) 

b. In CMEs, we can expect workers and firms to resist deregulation because it threatens 

comparative institutional advantages (become more coordinated) 

4. This also results in different responses to globalisation in LMEs compared with CMEs. 

At this stage of the semester we simply need to say that all these claims can – and will – be tested 

against the evidence as we move ahead. 



Some criticisms 
 Is there enough variety in this model? The Textbook also adds the Asian market economy. Is that 

enough? 

 Is it too ‘deterministic’ and too little focused on change? 

 The Textbook is sympathetic to these criticisms – and this is the origins of its modified version of 

Hall and Soskice’s VoC … beginning with the elements of internationalism that chapters 1 & 14 

discuss. 

Again, we can’t answer these questions at this stage but they will guide what we do in future class 

discussions. 

Summing up 
1. Hall and Soskice’s initial point of analysis is the firm in different countries: all firms have similar 

problems but they are dealt with differently in different kinds of market economies. 

2. VOC argues there are different reactions to similar economic problems.  

3. Is this approach better than other explanations? 

a. Its concerns are central to ER scholarship and firm performance; 

b. It limits the number of explanatory variables; 

c. It examines the relationships between institutions; 

d. It explains similarities and differences. 

4. Nonetheless, there are significant criticisms of the detail of the model and more broadly its 

fundamental approach 

Geographies of Globalisation 
From last week 

 Hall and Soskice’s initial point of analysis is the firm: all firms face similar problems but they are 

dealt with differently in different kinds of market economies 

 The textbook: 

o Modifies the binary approach – adds a third variety; 

o Talks about international as well as comparative ER; (actually quite different) 

 Comparative – differences between them; international – relationship between 

them 

o Deals with some international parties, such as the ILO 

Introducing some key questions and geographical concepts 
1. Geographers have thought about spatial variations and globalisation in different ways from 

most other scholars 

2. Is geography a missing link in the study of employment relations? 

3. What if all relationships (including employment relationships) are spatial relationships? 

Can you think of ways in which geography ‘matters’ to employers and employees? 


