
WORKING PAPER 2515

Comparative Political
Economy andAlternative
Theories of Economic
Growth
Engelbert Stockhammer
June 2025

POST-KEYNESIAN ECONOMICS SOCIETY



 

1 
 

Comparative Political Economy and 
Alternative Theories of Economic Growth  
Engelbert Stockhammer  

King’s College London; email: engelbert.stockhammer@kcl.ac.uk 

 

Version 1.04  

 

Abstract (185 wds) 

Comparative Political Economy (CPE) is a field in the social sciences that explores the interaction of 

economic dynamics and political institutions in a comparative cross-country fashion. Recently, the 

growth models approach (GMA), which builds on post-Keynesian economics (PKE), has challenged the 

more supply-side oriented varieties of capitalism approach. This paper gives an overview of the debate 

around GMA, with a focus on macroeconomic issues. It first, discusses the fragmentation of the 19th 

century political economy approach into heterodox economics and the subsequent formation of CPE 

and International Political Economy in the social sciences. Second, it clarifies the relations between 

VoC, GMA and PKE. Third, it reviews debates on identifying growth models empirically; the 

interpretations of finance-led growth; and the application of GMA to emerging economies, which 

requires extending and possible reconsidering the analytical framework of GMA. It concludes by 

discussing similarities and differences between the growth models approach and the French 

Regulation Theory and Social Structures of Accumulation. It argues that GMA’s analytical framework 

has been shaped by the experience of the pre-GFC boom and current debates are about building a 

more general analytical framework.  
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Introduction 
Comparative Political Economy (CPE) is a field in the social sciences that explores the interaction of 

economic dynamics and political institutions in a comparative fashion. The so-called Varieties of 

Capitalism (VoC) approach (Hall and Soskice 2000), which builds on neo-institutionalist and New 

Keynesian theories, has been dominant as an analytical framework for more than two decades. It has 

recently been challenged by the growth models approach (GMA) (Baccaro and Pontusson 2016, 

Baccaro, Blyth and Pontusson 2022), which builds on post-Keynesian economics (PKE), in particular on 

recent Kaleckian analyses of demand regimes such as the essays collected in Wage-led Growth. An 

Equitable Strategy for Economic Recovery (edited by Lavoie and Stockhammer, 2013). Its hallmark has 

been the distinction between debt-led and export-led growth models. There are differences in the 

labels (‘debt-led’, ‘finance-led’, consumption-led and house price-led have all been used) and, as we 

shall illustrate, also in the interpretation of these growth models. GMA is now widely used as a 

reference point in political economy debates (in the social sciences),1 and has also sparked debates in 

PKE as reflected in two recent special issues in the Review of Keynesian Economics (vol. 10, 2) and the 

European Journal of Economics and Economic Policies: Intervention. (vol 20, 3). 

The aim of this paper is to give an overview of the debate on growth models.2 In doing so it focusses 

on the macroeconomic aspects of the approach, which does not do full justice to GMA as much of the 

work is located in the social and political sciences, and is thus concerned with questions of social 

coalitions underpinning political regimes and how legitimacy is created, or to what extent national or 

global factors are shaping policy regimes and institutions.3 Compared to heterodox growth theories, 

GMA and debates in CPE are of an intermediate level of abstraction. Rather than providing general 

theories of economic growth, CPE approaches try to explain differences across countries (or country 

groups). They are institutional theories as they tend to anchor economic dynamics in specific 

institutional structures or economic policy regimes. Different from most of heterodox economics 

theories, CPE (and political economy approaches in general) aim to explain political and institutional 

outcomes that economists often take for granted. To some extent GMA thus occupies a terrain similar 

to that of French Regulation Theory (FRT) and the Social Structures of Accumulation (SSA) approach. 

However, a key difference is that FRT and SSA were primarily interested in different forms of capitalism 

over time, whereas CPE usually analyses differences across countries.  

The paper locates political economy fields relative to heterodox economics by tracing the 

disintegration of 19th century political economy and the subsequent formation of CPE and International 

Political Economy in the social sciences, highlighting the fact that many streams within heterodox 

economics are a continuation of the political economy project. It reviews debates within GMA on how 

to identify growth models empirically and how to interpret finance-led growth. The paper argues the 

GMA was developed for a particular historic episode, namely the boom of the early 2000s in the 

advanced economies. This has shaped its key analytical concepts. The distinction between export-led 

and finance-led growth models as well as the empirical identification strategies are tailored for this 

period. However, these categories may not be readily applicable to other time periods and other 

country groups. Applications of GMA to emerging economies have stretched its analytical framework 

and raised questions about how to conceptualise growth models in the face of international 

 
1 For example, a search in the journal New Political Economy finds 34 papers referring to ‘growth model’ since 
2018.  
2 Hein (2023), Stockhammer and Kohler (2022) and Stockhammer and Onaran (2022) cover a similar ground. 
3 See for example Baccaro and Pontusson (2022) and Hopkin and Voss (2022) for the politics of growth models, 
and Schwartz and Blyth (2022) and Vukov (2023) for illustrations of how national and supranational factors are 
related. 
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hierarchies in production and finance. Thus GMA will need to reflect on its core analytical tools and 

the nature of growth models to generalise its approach beyond the circumstances of its origin. 

The paper is structured as follows. Section 2 discusses the relation between different fields of political 

economy in the social sciences and heterodox economics. Section 3 gives an overview of the growth 

models approach and its relation to post-Keynesian economics (PKE). Section 4 clarifies different 

methods of identifying growth models empirically, namely GDP growth decomposition versus 

analysing growth drivers. The different conceptions of finance-led growth are discussed in section 5. 

Section 6 reviews applications of GMA to emerging economies. The paper concludes by reflecting on 

the similarities and differences between the growth models approach and FRT and SSA.  

 

The bifurcation of Political Economy 
To situate CPE relative to heterodox economics approaches, it will be helpful to consider the 

development of the social sciences and economics. Until the late 19th century there existed only 

limited differentiation between economics and social sciences. Those who are now considered the 

founding fathers of economics (e.g. Smith, Ricardo) used the term political economy and indeed 

many of them (Smith, Marx, List) blended economic, political and institutional analyses. By the turn 

of the century, the different social sciences slowly took shape institutionally and the rise of 

neoclassical economics encouraged a separation of economic and political analyses. Thus the 

political economy approach bifurcated into distinct academic disciplines.  

Within economics it took another generation or so for neoclassical economics to become 

mainstream economics. This was complicated by the Keynesian revolution of the 1930s and 40s, 

which posed a major challenge to neoclassical theory and eventually led to an uneasy settlement 

between neoclassicals and mainstream Keynesians, which was centred around the ISLM model. This 

then, in response, gave rise to the post-Keynesian approach, which advocated a rejection of the 

neoclassical synthesis and methodological individualism, but argued for sociological foundations for 

Keynesian theory. From the 1970s onwards there was a further wave of narrowing of economics 

research (led by the Monetarist and New Classical counterrevolutions) that actively marginalised 

non-mainstream approaches (and at times expelled them from economics departments), as well as 

an increase of the mathematisation of economics research. Since 1980 the economics landscape has 

been characterized by one dominant imperial power (mainstream economics) and small, dispersed, 

often isolated heterodox economics approaches with limited communication (and cross-referencing) 

between them (Dobusch and Kapeller 2012). Several attempts have been made to establish broader 

non-mainstream platforms, some under the heading of heterodox economics, others under the label 

of political economy.4 Indeed, some of the heterodox economics traditions, namely the Marxist and 

post-Keynesian traditions, actively used the term ‘political economy’ to describe their research. By 

that they referred to rejecting methodological individualism and using class-theoretic or 

institutionalist foundations for economic analysis. However, from a social science perspective much 

of this research would still be considered ‘economics’ as it tries to explain economic questions (using 

political economy factors as explanatory variables). In contrast, in the social sciences, the term 

political economy refers to approaches that analyse the interplay of economic and political factors, 

but ultimately it is developments in the political sphere or in economic policy that are to be 

explained. 

 
4 One important example is the European Association of Evolutionary Political Economy (EAEPE). 
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The social sciences also experienced a narrowing of their research agendas, with a shift away from 

economic questions. Moreover, disciplinary divisions within the social sciences grew and separate 

disciplines of political science, international relations and sociology were established (Cooper 1995). 

However, because economic factors are important for many social and political questions, the 

separation of economics from the social sciences also constituted a limitation. By the 1970s, 

frustration with this led slowly to the crystallization of political economy subfields within the 

separate social science disciplines. Thus, within the discipline of (comparative) politics a sub-field of 

CPE emerged (Schwartz and Tranoy 2019), from International Relations developed International 

Political Economy (Cohen 2008, Clift 2014), and within Sociology the sub-field of Economic Sociology 

was established. Combined with heterodox economics, these can be considered the contemporary 

political economy fields. This is depicted in Figure 1.  

 

Figure 1. From 19th century Political Economy to contemporary political economy fields 

 

 

These different contemporary fields of political economy all explicitly claim intellectual ancestry in 

19th century political economy. They therefore share a common ground and all have transdisciplinary 

research agendas. But at the same time, they are situated in different academic disciplines and 

mostly relate to these disciplines (in terms of their training, but also in terms of publication outlets 

and academic positions). Thus, while they form a potentially common field in theory, in practice they 

are quite fragmented, with often limited communication across subfields. This divide is particularly 

felt between heterodox economics and the social science political economies. The fact that the 

former extensively uses mathematical and statistical modelling creates a substantial communication 

barrier. It is this background of fragmentation of the political economy approach that gives particular 

significance to contemporary debates surrounding the growth models approach. 
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CPE, VoC and GMA 
CPE analyses differences across countries in terms of institutions and economic performance. The 

institutions considered range from political institutions (say, voting systems), industrial relations (e.g. 

the extent of collective bargaining), welfare state structures, and financial institutions (e.g. the role of 

banks within the financial sector) to the organisation of education, training, and research (see Clift 

2014, Menz 2017). CPE thus spans various disciplines, in particular Comparative Politics, Industrial 

Relations and Economic Sociology. Its links with (and prominence within) Economics is traditionally 

weaker. The different institutional emphases have given rise to their own debates, e.g. around 

welfare regimes or national innovation systems, but since the early 2000s the Varieties of Capitalism 

(VoC) approach has become the most important reference point. VoC responded to the globalisation 

debates of the 1990s, which often questioned the viability of national models under the pressures of 

globalisation (e.g. Freedman 2005). VoC counterposed that there are different institutional 

arrangements that sustain competitiveness (Hall and Soskice 2001). Theoretically, Hall and Soskice 

develop a firm-centric approach, draw on a variety of inspirations, and develop a neo-institutionalist 

approach with multiple equilibria where both liberal (arms-length) and coordinated institutions can 

provide foundations for competitiveness. VoC is most famous for the liberal vs coordinated market 

economy distinction, with the USA as the prime example of the former and Germany and Japan 

exemplifying the latter. Subsequent analyses have added more varieties of capitalism, such as mixed 

market economies (MME) for southern European countries or hierarchical systems for Latin America.  

Baccaro and Pontusson (2016) introduced the growth models approach to CPE. They criticize VoC for 

its supply side focus and lack of power relations and social conflict. Baccaro and Howells (2011) had 

argued that VoC overstated differences across countries, and that neoliberalism has led to 

deregulation of industrial relations and a worsening position of labour across a range of countries. 

Baccaro and Pontusson (2016) build on post-Keynesian, in particular Kaleckian, macroeconomics, 

informed by the works collected in Lavoie and Stockhammer (2013). Baccaro and Pontusson (2016) 

regard the pre-1980 period as a wage-led growth model and analyse the neoliberal era in terms of 

profit-led growth models. Among the latter they distinguish ‘consumption-led’ (UK) and export-led 

growth models (Germany), as well as a balanced model (Sweden) and a ‘failed’ model (Italy).5 They 

use simple GDP growth decompositions as an indicator and argue that high consumption growth in 

the UK and Sweden is debt driven.   

While Baccaro and Pontusson build on PK growth regimes analysis, there are some differences in 

emphasis and interpretation. First, the original aim of the Bhaduri-Marglin model (Bhaduri and 

Marglin 1990, Marglin and Bhaduri 1990) was to provide a Keynes-Marx synthesis model. In other 

words, its ambition was theoretical, whereas Baccaro and Pontusson want to explain cross country 

differences in the structure of economic growth. Second, much of the debate about the Bhaduri 

Marglin model focused on the size of the partial effects of changes in the wage share on aggregate 

demand and its components and thus on the nature of demand regimes, whereas Baccaro and 

Pontusson are interested in what in Lavoie and Stockhammer (2013) is referred to as growth 

regimes, i.e. a combination of partial effects and changes in the underlying explanatory variables. In 

other words, their analysis involves claims not only about the nature of demand regimes, but also 

about how key explanatory variables (such as income distribution or household debt) changed over 

time. Third, while Baccaro and Pontusson regard the export-led and debt-led growth models as 

incarnations of profit-led regimes, Lavoie and Stockhammer (as well as Hein and Vogel 2008, Onaran 

 
5 One of the controversial points of Baccaro and Pontusson (2016) is that the price sensitivity of German 
exports is high (relative to Sweden). In contrast much of the PK literature argues that German export elasticity 
is low (Storm and Naastepad 2015, Gräbner et al 2020). 
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and Galanis 2013) argue that demand regimes are still wage led in neoliberalism and thus external 

growth drivers (export demand, growing debt) become even more important. Finally, we note 

differences in the interpretation of the debt-led growth model and in particular the role of finance 

therein. We will return to this issue below. 

Baccaro and Pontusson (2016) proved to be a very influential intervention that has informed 

research into many questions. This is probably related to growing discontent with VoC as the main 

paradigm in CPE, and many researchers welcoming a less functionalist frame of reference that allows 

for instability and distributional conflict. Since then numerous papers refer to the growth models 

approach in the political economy field. The volume Diminishing Returns. The New Politics of Growth 

and Stagnation (edited by Baccaro, Blyth and Pontusson, 2022) is a major collection of essays on the 

growth models approach within CPE. The contributions in this volume are overwhelmingly authored 

by social scientists (rather than economists) and the intended audience is social scientists. However, 

there has also been a growing reception of the growth models approach in PK economics research, 

as witnessed in recent special issues in ROKE and EJEEP. The reception of GMA is thus shaped by 

disciplinary divisions and there is a danger that the growth models debate simply replicates the 

existing divide between political scientists and (heterodox) economists.  

While the GMA emerged in response to and as a critique of VoC, there are both disagreements 

between but also attempts at convergence and synthesis among these approaches. The 

disagreements regarding macroeconomic foundations have become clear in Hope and Soskice’s 

(2016) response to Baccaro and Pontusson. They argue that the three equation New Keynesian 

model provides a sufficient basis for CPE, and that this model is superior in that it incorporates the 

supply side as well as fiscal and monetary policy. Empirically they argue that the export-led/debt-led 

country groups effectively match the CME/LME country classifications.6 Stockhammer (2023b) 

defends the PK macroeconomic foundations of GMA by pointing out that the New Keynesian three 

equation model does not allow for financial instability and reduces the supply side to a NAIRU labour 

market equilibrium. In contrast, PKE offers a Minskyan theory of endogenous financial instability and 

incorporates path-dependent supply side growth along the lines of Kaldor. While the theoretical 

differences have thus been sharpened, in applied analyses the gap between GMA and VoC often 

appears more modest, as the country classifications are similar and the respective foci on supply-side 

and demand-side factors can be regarded as complementary (e.g. Hall 2014, Johnston et al 2021).  

 

Identifying growth models empirically 
How does one empirically identify a growth model? The most widely used method has been to use 

GDP growth decomposition (Hein and Mundt 2013, Baccaro and Pontusson 2016). GDP consists of 

consumption, investment, public consumption and net exports (or 𝑌 ≡  𝐶 +  𝐼 +  𝐺 +  𝑋 – 𝑀). Thus, 

the growth rate of GDP (𝑌̂) can be expressed as the rate of change of the respective GDP 

components divided by GDP:  𝑌̂𝑖 ≡
Δ𝐶𝑡

𝑌𝑡−1
+

Δ𝐼𝑡

𝑌𝑡−1
+
Δ𝐺𝑡

𝑌𝑡−1
+
Δ𝑁𝑋𝑡

𝑌𝑡−1
. Data for this is readily available. Based 

on this approach, Baccaro and Pontusson (2016) distinguish between ‘export-led’, ‘consumption-led’, 

and balanced growth models. For the pre-GFC period they identify the UK as consumption led, 

Germany as export led and Sweden as balanced. Earlier, Hein and Mundt (2013) had used a similar 

classification. They identified two versions of export-led growth, namely ‘mercantilist’ (where a 

positive growth contribution of net exports coincides with current account surpluses) and ‘weakly 

 
6 The southern European mixed market economies would also be considered debt led.  
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export led’, where current account surpluses coincide with negative growth contributions from the 

current account (i.e., shrinking current account surpluses). The ‘debt-led consumption boom’ 

economies are those where private consumption is the largest component of GDP growth and the 

financial balance of the household sector is negative. Finally, domestic demand-led economies 

comprise the remaining countries. For the pre-GFC period, Hein and Mundt find that the USA, UK, 

Australia and Mexico had debt-led consumption booms; France, Italy, India, South Africa and Turkey 

were domestically demand-led; Germany, Japan, China, Indonesia and Korea, were strongly export-

led mercantilist; and Canada, Argentina, Brazil, Russia and Saudi Arabia were weakly export-led.  

Based on these definitions, countries may be in different growth models in the periods before and 

after the GFC. Hein et al. (2020) use a similar classification of export-led mercantilist, weakly export-

led, domestic demand-led and debt-led private demand boom, with some methodological updates 

that explicitly incorporate the role of sectoral balances, i.e. the financing of expenditures.7 They 

provide a classification of thirty OECD countries by welfare regime and growth model and conclude 

that Spain, Portugal, Italy and Greece have switched to an export led growth model and the UK and 

USA to a domestic demand-led model in the post-GFC period.  

Kohler and Stockhammer (2022) argue that defining growth models with respect to GDP growth 

decompositions can give rise to misleading interpretation. The growth of the different GDP 

components are outcomes of different economic shocks and of complex interactions. For example 

southern European countries in the post-GFC period had substantial positive growth contributions of 

net exports and are thus classified as export-led. This outcome, however, is the result of the bursting 

of the housing bubble combined with austerity policies (i.e. domestic demand repression). The 

drivers of the growth process are causally related to house price dynamics and to government policy. 

Kohler and Stockhammer show that the positive net contributions of net exports (in the post-GFC 

period) are overwhelmingly due to a sharp decline in imports, rather than an increasing role of 

exports. Thus, the label ‘export-led’ is clearly misleading.8 Kohler and Stockhammer suggest focusing 

on growth drivers, that is factors that are not themselves part of GDP, but explain the changes in GDP 

components, rather than on outcomes (the growth contributions of GDP components). They use 

house prices (for financial factors), the cyclically adjusted fiscal balance (for government policy), and 

unit labour costs and export complexity (for competitiveness) as growth drivers and report strong 

correlations between house prices and fiscal policy and cross-country growth performance. In this 

framework, a valid growth model relies on a set of coherent growth drivers to stimulate growth and 

there may be periods without a growth model where growth drivers are in disarray. 

Most of the GMA analysis is based on Kaleckian macroeconomics, but Morlin et al (2022) and Passos 

and Morlin (2022) propose an identification of growth contributions based on the Sraffian 

Supermultiplier (SSM) approach. SSM was originally developed as a long-run growth theory that 

emphasized the central role of autonomous, non capacity-creating expenditures and assumed a 

investment equation that simply adapts to demand (see Freitas and Serrano, 2015; Lavoie, 2016). 

However, it can also be used to analyse medium-term growth in a growth model context as Morlin et 

al (2022) show for selected advanced economies and Passos and Morlin (2022) demonstrate for Latin 

 
7 A debt-led private demand boom can be based on exports or investment; weakly export-led growth 
encompasses current account surpluses plus negative growth contributions of net exports as well as current 
account deficits plus positive growth contributions of net exports. Additionally, some numerical minimum 
values are imposed (see Hein et al 2020, Table 2). Hein and Martschin (2021) update the analysis. 
8 The disagreement with Hein here is on the label applied to growth models rather than on the mechanisms 
per se (e.g. Hein 2023). Hein et al (2020)’s discussion of the mechanisms of growth is consistent with that of 
Kohler and Stockhammer.  
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American countries. They interpret (all) residential investment, (all) government consumption and 

exports as autonomous and then calculate growth contributions accordingly. This approach lies 

between GDP growth decomposition and the growth driver analysis in that it tries to circumvent the 

problems of indirect causation of GDP components. The potential weakness of the approach is that 

the a priori identification of autonomous expenditures does not allow for an empirical verification of 

the claim that these expenditures are indeed independent of income.   

In the empirical strategy for identifying growth models, GMA must strike a balance between 

analytical sophistication and practical feasibility (after all, many political economists have limited 

patience for econometric analysis). GDP growth decompositions are appealing due to their simplicity 

and because they have been effective in distinguishing between debt-led and export-led growth 

models. Their weakness is that GDP components are macroeconomic outcomes that can grow (or 

shrink) for different reasons. GDP growth decomposition does not identify mechanisms and may thus 

invite misleading interpretations in the presence of multiple growth drivers. Growth driver analysis is 

analytically more demanding as it involves econometric analysis and requires more data. Moreover, 

the potential growth drivers are not limited to a set of variables defined a priori. In the current stage 

of the debate and as growth models are (potentially) in flux, growth driver analysis is helpful as it 

requires explicit reflection on the relevant growth processes that can give rise to valid growth 

models. 

 

Interpreting finance-led growth 
While most of the growth models debate builds around the export-led/debt-led distinction, there 

have been quite different interpretations of the debt-led growth model or growth process. In part 

this surfaces in the different labels used for the model: Boyer (2000) used finance-led growth, Lavoie 

and Stockhammer (2013) use debt-driven growth, Hein and Mundt (2013) use debt-led consumption 

boom, Baccaro and Pontusson (2016) speak of consumption-led growth, Kohler, Tippet and 

Stockhammer (2023) refer to house-price driven growth. What is reflected here is a disagreement 

over the interpretation of what drives this growth process and how critical the role of financialisation 

and debt growth is in the process. On the one hand are interpretations that regard the growth 

process driven by consumption, which lead to growth in household debt (Behringer and van Treeck 

2019); at the other end of the spectrum the growth of household debt is tied to movements in house 

prices and the simultaneous growth of mortgages and house prices spills over to consumption 

expenditure, almost as a side effect (Kohler et al 2023). We shall delineate these arguments more 

carefully. 

The first use of finance-led growth by Boyer (2000) predates the growth models approach, but builds 

on FRT and PKE. It reflects developments of the 1990s, namely the rise of shareholder value 

orientation and a stock market boom. Boyer defines finance-led growth as a process where an 

increase in the financial norm, i.e. return on financial investment, leads to higher economic growth. 

This occurs when, say, higher dividend payouts lead to higher stock market valuations, which then 

feed into consumption expenditures via wealth effects. Here the financial process is primary and 

itself the result of a change in business strategy (i.e., not of financial speculation), which shifts 

towards higher dividend payouts. It is a type of share price-driven growth process. Boyer’s analysis is 

aware of the financial stability issues and also notes that it requires accommodative central bank 

policy. This focus on share prices as the driver of consumption expenditure, however, lost in appeal in 

the 2000s when it was found that the wealth effect associated with financial wealth (such as stocks) 
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is much smaller than that from housing wealth (e.g. Case et al 2003) and consumption growth 

continued despite the stock market crash in 2000. 

On the PKE side Dutt (2006) analyses the impact of an increase in household debt used to finance 

consumption expenditures and distinguishes between debt-led and debt-burdened demand regimes. 

In the former an increase in household debt has a positive effect on aggregate demand, in the latter 

a negative one (when higher debt redistributes income from borrowers to lenders). Closer to growth 

models, Lavoie and Stockhammer (2013), Hein and Mundt (2013), and Hein (2012) use debt-led (or 

debt-driven) growth to describe a situation where growth has been driven by increasing household 

debt. They do not explain why household debt increased, but are concerned about its impact on 

growth and the sustainability of the growth process based on rising debt ratios. Similarly, Baccaro 

and Pontusson (2016), who speak of consumption-led growth, note that the rise in household debt 

was linked to rising house prices, but give house price dynamics no analytical significance.  

Over time two explanations have emerged. On the one hand, there is the emulative consumption or 

consumption cascade hypothesis. This refers to the argument that when making consumption 

decisions, people focus not only on their own income, but also on the consumption expenditures of 

peer groups. If these peer groups are social strata just above one’s own income group, rising income 

inequality will come with higher consumption expenditure and higher debt (in the lower income 

groups) (Frank et al 2014). This matches to some extent the stylized facts for the USA, where 

indebtedness (relative to income) increased fastest for low income groups. Behringer and van Treeck 

(2019) thus argue that in the USA the consumption and debt boom was linked to rising income 

inequality, in particular rising top incomes. They propose a theory that fuses elements of VoC and 

GMA and argue that in Germany, due to different labour relations, income inequality took the form 

of falling low wages, but relatively flat top income shares. When combined with weaker shareholder 

value orientation, this lead to less dynamic consumption expenditures and current account 

surpluses. In this argument, house prices are barely mentioned (e.g. Behringer and van Treeck 2019).  

On the other hand, Kohler et al (2023) and Wood and Stockhammer (2024) develop the argument 

that household debt has been driven by house prices in the context of theories of financial cycles. In 

line with recent empirical literature on financial cycles, they suggest that house prices experience 

pronounced boom-bust cycles that can be explained along behavioural and Minskyan lines (e.g. Ryoo 

2016), such as momentum trader models. They argue that there is a robust link between house 

prices and GDP growth before as well as after the financial crisis (e.g. Kohler and Stockhammer 

2022). Mortgages are clearly linked to house prices and consumption is then a side effect of the 

house price and debt boom, which is ultimately due to financial dynamics. These authors thus 

suggest that the debt-led growth model is really a house price-led growth model. One interesting 

implication of this argument is that the stagnation in the aftermath of GFC should not be regarded as 

the end of debt-led growth, but as an integral part of a finance-led growth model in the presence of 

financial cycles.  

The debate has highlighted that there are a variety of finance-led growth models, which include 

house price-led, share price-led, and emulative consumption-led, models. This group can be 

extended to include tax haven-type growth models (Bohle and Regan 2022), which have their own 

particular instabilities.  
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Extending to EMEs or a need for reconceptualization? 
GMA has been developed primarily with the experience of advanced economies in mind. However, 

there is a rapidly growing number of applications of the approach to developing and emerging 

economies. Not surprisingly, these applications raise questions about the applicability of GMA’s core 

concepts and at times suggest the need for substantial reconfigurations.  

Akcay et al (2022), Jungmann (2023) and Campana et al (2023) stay close to the standard GMA 

frameworks. Akcay et al (2022) offer an analysis of eight emerging economies before and after the 

GFC, using GDP growth decompositions. They find that differently from advanced economies, there 

has been a shift towards domestic demand led (India, Brazil, Argentina) and debt-led regimes (Turkey, 

South Africa). This is the opposite of the shift found in advanced economies. Jungmann (2023) builds 

on Kohler and Stockhammer’s (2022) growth driver analysis and analyses seven potential growth 

drivers for 19 emerging economies (including central and eastern European countries). He reports 

robust effects of non-price competitiveness and, since the GFC, private debt and expansionary fiscal 

policy as significant growth drivers. Campana et al (2023) use GDP growth decompositions as well as 

an Sraffian Supermultiplier (SSM) approach and complement that with an analysis of growth drivers 

and policy regimes to explain the changes of Brazil, Russia, India and China. They thus synthesize 

existing approaches, but remain within the established set of growth models.  

Diminishing Returns contains three essays that deal with EME, all of which deviate from the standard 

growth models classification to analyse their respective cases, but which do not systematically reflect 

on how the growth models need to be reconfigured. Tan and Conran (2022) analyse China as a 

continental economy that encompasses both export-led and state-led growth model elements (and 

liken China to the European union in terms of the diversity of its growth models). They highlight that 

the two growth models often coexist uneasily, that they represent different regions within China 

(coastal vs inland) and give rise to instabilities. But the centralised Chinese state has (so far) managed 

to use the different growth models, in particular, activating state-led growth when the dynamism of 

export-led growth faltered (such as after the GFC). Sierra (2022) reads the developments in Latin 

America as an attempted, but ultimately failed, shift from commodity-led growth towards a more 

wage-led and industrially diversified model. She presents a historical overview from the late 19th 

century, involving three waves of commodity price booms, and highlights internal political obstacles 

to change (as commodity booms also strengthen the economic and political power of the elite to 

resist change). Ban and Adascalitei (2022) analyse the experience of the central, eastern and south 

eastern economies. They build on both CPE and IPE approaches, i.e. they emphasise international 

factors. They interpret the country experience as a dependent FDI-led growth model that 

increasingly moved to a debt-led consumption model. The FDI-led growth model is characterized by 

the outsourcing strategies of European (in particular German) industry, which created substantial 

productivity growth, but also locked them into externally-controlled value chains. They competed on 

a low wage basis and the foreign control of the banking sector enabled rapid credit growth that 

turned into sharp recessions during the GFC. What is remarkable about these three studies is that 

they take substantial liberties with the extant growth models approach. They not only emphasise the 

international structure as constitutive for national growth models, but also (similar to the growth 

drivers approach) often emphasise the coexistence of different growth drivers. Their insights are only 

partially reflected in Baccaro et al (2022). 

Finally, some studies offer more systematic reflections on the nature of growth models in EMEs. 

Mertens et al (2022) provide an empirically motivated, but systematic extension of the growth 

models approach for EME building on GDP growth decompositions. Rather than the familiar 

export/debt-led distinction, they propose six regimes, with debt-based or wage-based consumption-
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led growth, commodity-based or manufacturing-based export-led growth, and FDI-based vs 

domestically-based investment-led growth. They offer specific examples for each of these, but also 

emphasise the importance of government policies (in particular fiscal policy). This is part of a more 

long standing project of the research group around Andreas Nolke and Michael Schedelik, who 

previously worked on institutional differences in emerging economies in a style closer to VoC (Nolke 

and Vliegenthart 2009, Schedelik et al 2021 ). Also associated with this group, Schedelik et al (2023) 

revisit and update a dependency motivated approach that highlights both commodity export 

dependence and capital flows. Stockhammer (2023a) develops similar arguments from a theoretical 

perspective based on the fusion of PKE and Latin American structuralism. He argues that GMA needs 

to be extended for application to EME, which face a world economy that imposes industrial and 

financial hierarchies. Thus international factors will play a more important role for growth models in 

these economies. As market mechanisms alone will, in general, not allow for catching up by these 

economies, forms of state intervention will be crucial for their economic performance, but, 

compared to advanced economies, with greater importance attached to the supply side. 

Stockhammer also highlights that developmentalist policies could lead to their own forms of export-

led, debt-led, and state-led growth models. Export-led growth can be commodity based, and thus 

have limited growth and productivity spill overs, or manufacturing-based, with high sectoral spill 

overs; debt-led growth will differ depending on whether it finances consumption or investment; the 

state can act in the interest of rentiers or as a developmental state. The resulting typology of growth 

models is thus, despite the authors’ different analytical background, surprisingly similar to that of 

Mertens at al.   

Applications of GMA to EME have shown that the basic analytical framework of GMA needs to be 

extended in relation to the international economy, supply side factors, and the role of the state. 

Presumably, these factors are in principle also relevant for advanced economies, thus inviting a 

rethinking of the basic analytical framework. For example, if international factors (such as a 

commodity price boom) become more important, the domestic foundations of a growth model (e.g. 

the growth coalition) can become thinner. The range of possible growth models also increases.  

 

GMA, FRT and SSA 
While the main competitor for GMA within CPE is VoC, from a heterodox economics perspective the 

more obvious reference points for comparison are FRT and SSA, which also present mid-range 

theories.9 In comparing them, this section will focus on the classical formulations of FRT and SSA (of 

the 1980s) and add brief qualifiers to take into account later reformulations. All of these approaches 

present analyses of secular formations of capitalism. At first sight the main difference is that FRT and 

SSA focus on changes over time and do not offer much by way of nationally comparative analysis;10 

Fordism, say, is presumed, with some variation, to apply to all (advanced) post-war economies. In 

contrast, GMA is by design focussed on national comparisons at a given point in time, while only in 

passing offering a discussion of changes in growth models over time. Baccaro and Pontusson (2016) 

tell a story of a wage-led growth model up to the 1970s, which experienced crisis due to a reversal of 

 
9 For comparisons of FRT, SSA and PKE see Setterfield (2011) and Hein et al (2014). 
10 This statement refers to the FRT of the 1980s and 90s (Aglietta 1979, Boyer 1990). Later, at time when FRT 
had already lost intellectual momentum, Amable (2003) and Boyer (2005) offered comparative analyses that 
flirt with VoC. 
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the trend of a rising wage share; Baccaro, Blyth and Pontusson (2022) flirt with a Marxist profit 

squeeze story due to declining productivity. 

While all three approaches endorse a historically specific institutional analysis, the way institutions 

are interpreted varies among them. The main institution of interest for GMA is the economic policy 

regime (Baccaro, Blyth and Pontusson 2022, Blyth and Matthijs 2017), involving a shift from a 

Keynesian full employment policy to a neoliberal price stability and orthodox fiscal policy. In contrast 

to previous CPE approaches, GMA does not develop a notion of institutions; Baccaro and Howells 

(2011) argue that the key shift in bargaining power between capital and labour occurred in the face 

of institutional stability (e.g. relative stability of collective bargaining systems). They emphasise that 

bargaining power was affected by a change in policy, not a change in institutions. Institutions play a 

more independent role in FRT, where the mode of regulation is composed of five institutional forms 

(labour relations, competitive relations, monetary regimes, forms of state intervention and the 

international regime). Institutions are thought of as stabilising behaviour (of individuals, but also of 

collective actors such as unions or corporations). FRT has little to say about the origins of these 

institutions, but analyses their complementarities, which will only form a viable mode of regulation if 

they work hand-in-glove. SSA conceives of institutions as the outcome and crystallization of power 

relations (capital-labour, state-citizens and international hegemony; there is no obvious role for 

institutions beyond codifying power). These power relations are, in historical analysis, carefully 

analysed, but analytically taken as given. They are then used to explain economic performance, 

rather than being explained themselves.  

Thus, FRT and SSA posit a more independent role for institutions; they matter and are not necessarily 

tied to the state or policy regimes. However, that comes at the price of providing little explanation of 

the institutions themselves. Both FRT and SSA offer more supply-side analysis, whereas GMA (and 

PKE) has an almost exclusive focus on the demand side. FRT emphasizes the notion of the labour 

process its organisation via Taylorist processes. Its macroeconomic analysis they also explicitly 

features a productivity regime combined with a demand regime analysis (e.g. Boyer 1990). SSA, 

meanwhile, has a rather Marxist understanding of the labour process, e.g. labour extraction via work 

place reorganisation features prominently (e.g. Gordon, Edwards, and Reich 1982) and, at least in its 

early formulation, SSA theory assumed that profitability was key for investment (Bowles et al 1986). 

FRT has, in the 1990s and 2000s, situated itself within CPE. In doing so, it has critically related itself 

to, but also to some extent approached, VoC. Amable et al (1997) develop the notion of institutional 

complementarity, theoretically and empirically deriving four varieties: market oriented, meso-

corparatist, statist, and social-democratic – each according to the overall logic that shapes 

institutions.11 Boyer (2005) presents these varieties and argues that in contrast to VoC, FRT 

emphasises that endogenous forces can lead to crises in these models. As regards the type of 

institutions they discuss, Boyer (2005) and Amble (2003) clearly focus on the supply side of the 

economy and are relatively close to those institutions considered by VoC. Unlike in GMA, financial 

instability and international complementarity that eventually turns dysfunctional do not play a 

central role. 

GMA raises similar questions to those of FRT and SSA, but in a somewhat different context. It has a 

stronger post-Keynesian flavor than SSA and early FRT. It is explicitly grounded in demand regime 

analysis, and features a more prominent role for finance than the original version of SSA12. It is also 

 
11 Amble (2003) uses a similar classification, but with a more geographic labelling: market-based, social 
democratic, Continental European, Mediterranean and Asian models.  
12 Tabb (2021) is a recent example of theorizing financialization within SSA. 
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an intermediate level of abstraction approach, and analyses institutionally-grounded formations of 

capitalism in interaction with their demand formation. It has shifted the emphasis from institutions 

to policy regimes. Given the prominent role of the state in social transformation this is appropriate, 

but it runs the risk of losing sight of institutions that are not directly shaped by state and that are, 

instead, outcomes of other social processes.  

 

Conclusion 
GMA is a recent approach to CPE that is based on PK macroeconomic foundations. It thus shifts the 

focus (within CPE) towards the demand side and (for heterodox economics) it raises questions about 

the role of institutions and economic policy regimes. GMA occupies a similar analytical terrain as FRT 

and SSA: it is historically specific and regards economic behaviour as institutionally and politically 

grounded. However, it has a cross-national comparative focus. Operating at the intersection of 

political science, economic sociology, and heterodox economics, it is a case of transdisciplinary cross-

fertilisations and thus an opportunity to revive the political economy project.  

This paper has reviewed the origins of GMA and discussed ongoing debates within this approach, in 

particular the question of how to operationalise and identify growth models and how to conceive of 

finance-led growth models. GMA has proved quite successful in the political economy field and has 

also led to debates in PKE. It is work in progress. We have highlighted two areas that illustrate the 

limitations of the approach in its current form. First, the analytical framework was developed during 

the period of the pre-GFC boom and its main categories (debt-led and export-led growth) reveal the 

imprint of this period. Kohler and Stockhammer thus argue that the GMA needs to consider a 

broader set of potential growth drivers (beyond exports and debt), in particular the state. This will 

also give rise to a richer set of potential growth models. Second, while initially developed for 

advanced economies (which have traditionally been the focus of CPE), GMA has recently also been 

applied to EMEs. This has brought to the fore questions about supply-side factors (such as 

commodity dependence) and of how position in international hierarchies, be they technological or 

financial, shape peripheral growth models.  
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