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wage inequality in, 72

Bade, Robin, 56-8

bargaining: under accommodating and non-
accommodating monetary rules, 2-5;
centralization in OECD countries
(1973-1993), 6-8; concatenacion rule
in Denmark, 122; decentralization un-
der EMU, 82; decentralized bargaining
in model of, 24-8; effective number of
units for, 53; EFO model implications,
26; intraorganizational, 29; levels of,
48; Nash bargaining theory, 29; poten-
tial coordination under EMU, 82; Ru-
binstein’s theory, 181n28; union-
monetary authority two-stage game, 39—
46; with unions of unequal size, 52-3;
weighting in construction of centrali-
zation index, 545, 83—5 See also bar-
gaining institutions; bargaining system;
individual countries

bargaining institutions: centralization of au-
thority, 48-51; evolution in OECD
countries (1973-1993), 8-10; interac-
tion with monetary regime and eco-
nomic performance, 2-5, 23-38; mea-
suring decentralization of authority, 50—

1; in neo-corporatist theory, 23—4 See
also individual countries

bargaining institutions, centralized: associa-

tion with accommodating monetary
policy, 77-8, 81, 100-103, 106-8; in
Austria, 8-10, 151-5; in bargaining
effects model, 67-74; in Denmark,
121-2, 124, 126, 138-9; employment
performance with, 47; institutional
design with, 93; in neo-corporatism,
24; in Norway, 156-9; relation to un-
employment, 32~8, 67-9; in Sweden,
123-4, 126, 142-3; union strategies
under, 28-32, 47

bargaining institutions, decentralized: in

bargaining effects model, 67-74; un-
der EMU, 82; monetary policy under,
47, relation to unemployment, 67-9;
union strategies under, 24-6, 47

bargaining institutions, intermediately cen-

tralized: association with nonaccommo-
dating monetary policy, 77-8, 81, 100-
3; in bargaining effects model, 67, 71—
2; in Germany, 8-10, 159-64; in
neo-corporatism, 24; union strategies
under, 26-8, 47

bargaining system: in bargaining effects

model, 60-74; centralized system as
coalition, 29; choice for social democ-
racy, 171; decentralized system in eco-
nomic policies-wage strategies model,
111-15; of LMEs, 74; social wage in,
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31; with three bargaining levels, 51-2
See also individual countries

Barro, Robert J., 19-20

Basic Agreement: Denmark (1899), 122;
Sweden (1938), 123

Calmfors, Lars, 13, 23-7, 38, 49, 55-6, 63,
167

Cameron, David, 55-6

capitalism: absence of strategic capacity in
free-market, 28, 74, 166; centralization
and decentralization in organized, 166

capital market integration: as force for insti-
tutional change, 104-6, 133, 144-5;
government use of interest rates with,
168

capital mobility: with capital market inte-
gration, 104-6; effect on monetary
policy, 11-12, 125, 136-7, 140, 145,
168

Carlin, Wendy, 22-3

central banks: CBI composite index of inde-
pendence, 58, 59-60; degree of inde-
pendence of, 10-14; of ERM member
countries, 82; indexes of independence,
57; index of legal independence (Cu-
kierman), 57-8

centralization: collective action of unions
with, 2-3, 28-32; composite indexes
of, 49-50; neo-corporatist explanation,
93; of OECD country wage bargain-
ing (1973-1993), 6-10; in union-
monetary authority two-stage game, 40—
6; of wage bargaining and earnings
equality, 2—4, 36-7, 72—4, 77 See also
bargaining institutions, centralized; in-
dividual countries

centralization, Keynesian: coalition forma-
tion with, 93-4; economic adaptation
to full employment, 94-5; in economic
policies-wage strategies model, 115-18;
factors in erosion of, 166, 168; in or-
ganized capitalism, 166

centralization, monetarist: in economic poli-
cies-wage strategies model, 115-18

centralization index: relation to hard cur-
rency index, 10-12; of wage bagain-
ing, 51-6, 83-5

coalitions: in centralized bargaining sys-
tems, 29; of contested institutions the-
ory, 93-4; formation of monetarist
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flexibility, 100-101; formation wich
Keynesian centralization, 934, 98;
formation with Keynesian decentraliza-
tion, 98-9; formation with monetarist
decentralization, 93—4, 99-100

Coase Theorem, 6, 95

Cohen, Gerald, 20

Cohen, R. N., 79

collective action problem: circumstances for
solving, 27-32, 81, logic of Olson’s,
13, 29; of unions, 2-4, 25, 28-31,
34

commodification index, 75

contested exchange theory, 186n7

contested institutions theory: coalition for-
mation under, 93—4; explanations for
design of policy regimes and bargain-
ing institutions, 108; implication for
OMEs, 106

convergence: around median voter, 79; in
contested institutions theory, 93—4;
between Denmark and Sweden, 139—
47; in monetary policies, 11, 90

corporatism: centralization in five OECD
countries, 7-10; corporatist intermedi-
ation and concertation, 182n3; revival
of concept of, 17; social democratic,
167-8, 170~1 See a/so neo-corporatist
theory

Cox, Gary W., 79

Cukierman, Alex, 20, 56-8

currencies: in Exchange Rate Mechanism,
81-2; hard currency index as indicator
of OECD country monetary policy, 10—
11; movements as indicator of mone-
tary policy commitment, 59-60; peg-
ging to other currencies, 58 See a/so
exchange rate; exchange rate policy;
hard currency index

Cusack, Thomas, 64

DA (Dansk Arbejdsgiverforening) employ-
ers’ association, 122

data: for centralization analyses, 53-4

data sources: concentration of union mem-
bership, 83; equilibrium model of bar-
gaining effects, 60; as indicators of
wage inequality, 77; NSF project on
centralization, 83

decentralization: of OECD country wage
bargaining (1984~1993), 7-8; in

union-monetary authority two-stage
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game, 40-6 See a/s0 bargaining institu-
tions, detentralized

decentralization, Keynesian: in economic
policies-wage strategies model, 11215

decentralization, monetarist: coalition for-
mation with, 93—4; economic adapta-
tion to full employment, 94-5; in eco-
nomic policies-wage strategies model,
112-15; in organized capitalism, 166;
transition in Denmark and Sweden
(1980s-1990s), 120, 125-51

deindustrialization, 14, 105, 168-70

Denmark: macroeconomic policies in, 137-
41; origins of centralized bargaining,
121-2; public economy expansion, 124;
break in and shift from centralized bar-
gaining, 8-10, 139-40, 148-50; trade
exposure, 133—4; unemployment levels
in, 174

deterrence effects: of nonaccommodating
monetary rule, 27, 34

Dosnbusch, Rudiger, 59

Downs, Anthony, 79

Driffill, John, 13, 23-7, 38, 49, 55-6, 63,
167

ECB. See European Central Bank (ECB).

Economic and Monetary Union (EMU)
monetary policy, 81-2

economic petformance: interaction with
monetary regime and bargaining insti-
tutions, 2—5

economic policies-union wage strategies
model: centralized subgame, 115-18;
decentralized subgame, 111-15; ex-
posed, sheltered, and low-wage sector
assumptions, 109-11

EFO (Edgren, Faxén, Odhner) model, 26

elasticity of demand: contingent on mone-
tary rules, 26-7

employers’ association, Denmatk (DA), 122

employment: alternative to expansion of
public sector, 181n20; expansion in
private service sector, 171-2; expan-
sion in public sector, 28-9, 31-2, 75,
105, 133, 156; performance in central-
ized and intermediately centralized sys-
tems, 3; performance in OME coun-
tries, 74-6; in public and private
services sectors in OECD countries
(1970-1992), 172-3; ratio of full to
part-time jobs in the Netherlands, 174
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employment, full: in Keynesian centraliza-
tion, 94-5; in monetarist decentraliza-
tion, 94-5; policy in Denmark and
Sweden, 121-5; of Rehn-Meidner
model, 32, 105, 123, 171-2; in social
democtacy, 171, 174-6 See also unem-
ployment

EMU. See Economic and Monetary Union
(EMU).

equality of earnings: with centralized wage
bargaining, 3-5, 36-7, 72-4, 77,
Denmark and Sweden (1970-1992),
172-3; influence of public policy on,
171; Netherlands, 173; relationship to
private service sector employment ex-
pansion, 171-2 See a/so wage dispersion

equilibrium: in union-monetary authority
two-stage game, 41-6

ERM. See Exchange Rate Mechanism
(ERM).

Esping-Andersen, Gegsta, 77, 169, 172
European Central Bank (ECB): potential tar-
geted monetary policy of, 82, 163

European Monetary System (EMS),
Exchange Rate Mechanism (ERM), 58,
81-2

Exchange Rate Mechanism (ERM): decen-
tralization effect of, 81-2; members’
currency policies, 58

exchange rate policy: Austria, 152; Den-
mark, 137—40; fixed, 12; relation to
monetary policy, 10-12, 59, 136; Swe-
den, 136-7, 142-3, 145~6 See also
montary policy

fiscal policy: Austria, 152-3; constraints on,
105~-6; Denmark, 124-5, 134-5, 138,
140-2; Germany, 161; in new classical
theory, 20; Norway, 155-6; related to
wage bargaining, 47, 82; Sweden, 125,
134-5, 145-6, 148 See a/so macroeco-
nomic policy; monetary policy

Flanagan, Robert J., 80

free-riding: in centralized bargaining sys-
tems, 28; effect of social wage on, 31;
in Olson’s “encompassing” groups, 28

Friedman, Milton, 18-19

game, two-stage: union-monetary authority
interaction, 3946

Garrett, Geoffrey, 13, 28, 78-9, 167-8,
170
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Germany: centralization of bargaining
(1960-1995), 8-10, 159-63; monetary
policy, 159-61; reforms in collective
bargaining, 162-3; services employ-
ment in public and private sectors
(1970-1992), 173

Golden, Miriam, 50-1

Gordon, David, 19-20

Gourevitch, Peter, 10

government: in centralized subgame of eco-
nomic policies-wage strategies model,
115-18; as compensator for wage re-
straint, 31; in decentralized subgame
of economic policies-wage strategies
model, 111-15; indirect effect on out-
comes, 80; influence of partisan, 79-81;
role in reform of wage bargaining, 80;
signals about its competency, 20

Grilli, Vittorio, 21, 56-8

hard currency index: compared to central
bank independence indexes, 57t, 59;
relation to centralization index, 10-12

Helleiner, Eric, 13

Herfindahl index, 53

income tax: to finance unemployment bene-
fits, 24

industrial relations system: Denmark, 122;
link to welfare state, 31-2; Sweden,
1234

inflation rate: in bargaining effects model,
60-74; as indicator of OECD country
monetary policy, 10-11; in union-
monetary authority two-stage game, 39—
46

information: complete information in union-
monetary authority two-stage game, 39—
46; imperfect information in economic
policies-wage strategies model, 111-15

institutions: distribution verszs efficiency in
design, 5-6; effect of government de-
sign, 80; forces influencing change in,
104-6; forces of change affecting polit-
ically contested equilibrium, 6-14 See
also bargaining institutions, centralized;
bargaining institutions, decentralized;
bargaining institutions, intermediately
centralized

integration, monetary: decentralization ef-
fect of, 81

interest rates: government use with capital

INDEX

market integration, 168; as indicators
of OECD country monetary policy, 10—
11; premiums, 12, 82, 104, 136-7,
145

Iversen, Torben, 82

jobs, low-productivity: as force for institu-
tional change, 105-6

Katzenstein, Peter, 9-10, 154

Keynesian economics: centralization in, 93—
S, 115-18, 166, 168; decentralization,
98-9, 112-15 See also new Keynesian
economics

Korpi, Walter, 30

labor markets: of OMEs, 74; schemes to en-
courage exit from Swedish and Danish,
174; Swedish policy, 123, 125 See also
employment; unemployment

labor unions. See unions.

Lange, Peter, 25, 28, 78-9

Layard, Richard, 25

Liberal Market Economies (LMEs): frag-
mented bargaining systems in, 55, 74;
lacking strategic capacity, 94

LO (Landsorgeanisationen i Danmark) na-
tional unions, 122-3

Lucas, Robert E., 19

macroeconomic policy: Austria, 152; Den-
mark, 124, 135-42; effect of capital
market integration on, 104; effect un-
der rational expectations theory, 1, 19-
21; in neo-corporatist theory, 28;
Netherlands, 174; in new classical eco-
nomics, 20; Norway, 155-6; Sweden,
125, 135-7 See also monetary policy

manufacturing technology: changes as force
for institutional change, 104-6

Masciandaro, Donato, 21, 56-8

median-voter theorem, 79

monetary authority: in union-monetary au-
thority two-stage game, 3946 See also
central banks

monetary policy: in centralized bargaining
systems, 2—-3, 29-32; Denmark, 135~
42; effect on economic performance, 32—
8; effect on real variables, 22; of EMU,
81-2; of EMU member countries, 82;
in ERM member countries, 81-2;
exchange rate movements as indicators
of, 59; indicators for OECD countries
(1973-1993), 10-11; in intermediately
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centralized and decentralized bargain-
ing systems, 26-8, 47, relation to cen-
tral bank independence, 10~14; Swe-
den, 125, 1427 See also currencies;
exchange rare policy; fiscal policy

monetary policy rules: accommodating and
nonaccommodating, 2-5, 13, 27-8;
with centralized wage bargaining, 29—
31; interaction with bargaining insti-
tutions and economic performance, 2—
5, 33-6; with intermediately central-
ized wage bargaining, 26-8, 47; sec-
toral demand elasticity contingent on,
26-7; in union-monetary authority
two-stage game, 40-6

monetary policy rules, accommodating: in
bargaining effects model, 67-74; facil-
itation of distributive compromise, 30;
of Keynesian centralization, 94

monetary policy rules, nonaccommodating:
in bargaining effects model, 67-74;
factors influencing effectiveness, 27-8;
of monetarist decentralization, 94

monetary policy rules/wage bargaining
model, 38-46

monetary regimes. Se¢ Monetary policy;
monetary policy rules.

NAIRU (nonaccelerating inflation rate of
unemployment), 22-3, 41

Nash bargaining theory, 29

Nash solution: in union-monetary authority
two-stage game, 42, 46

natural rate of unemployment, 18-19, 41

neo-corporatist theory: benefits of centraliza-
tion, 13; contribution to unemploy-
ment analysis, 23—4; explanation of
centralization, 93; institutional and po-
litical mechanisms under, 17-18; un-
employment in, 23—4

Netherlands: services employment in public
and private sectors (1970-1992), 173

new classical theory: rational expectations
under, 17, 19-22; unemployment and
natural rate of unemployment under,
1,41

new Keynesian economics: link to wage bar-
gaining in, 22; NAIRU, 41

Norway: centralization of bargaining
(1980s), 8-10, 156—7; minimum
wage, 158; oil boom and wage pres-
sure, 155-6
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Olson, Mancur, 13, 17, 23, 28, 52-3

Organized Market Economies (OMEs), 74;
distinctions among, 94; implications of
contested institutions theory for, 106;
strategic capacity in, 94

Parkin, Michael, 56-8

policy neutrality thesis, 19-20

political system, Netherlands, 173

politics, partisan: translation into outcomes,
79-81

Pontusson, Jonas, 74, 125, 129, 130

price effect: in union-monetary authority
two-stage game, 39-46

private sector: employment in services in
OECD countries (1970-1992), 172-3

profit tax: to finance unemployment bene-
fits, 24

Przeworski, Adam, 28

public goods: social wage as, 31

public policy: promoting egalitarian wage
policies through, 171 See a/so exchange
rate policy; fiscal policy; government;
macroeconomic policy; monetary policy

public sector: alternative to employment ex-
pansion in, 181n20; employment in,
28-9, 31-2, 75, 105, 133, 156; em-
ployment in services in OECD coun-
tries (1970-1992), 172-3; growth as
accommodation, 31-2, 75

Rae’s index of fragmentation, 51

rational expectations theory, 19-20; effect of
macroeconomic policies under, 1; in-
corporation into macroinstitutional
models of economic performance, 2; in
new classical economics, 17-18

Rehn-Meidner principle of solidaristic wage
policies, 32, 105, 123, 171-2

Roubini, Nouriel, 20

Rubinstein bargaining theory, 181n28

Sachs, Jeftrey, 20, 79

SAF (Svenska Arbetsgivaféreningen) em-
ployers’ association, 124

Saltsjsbaden Agreement, 123

Sargent, Thomas, 19

Scharpf, Fritz, 13, 29, 116-17, 154, 175

Schmitter, Philippe, 49, 55-6

service sector: employment in public and
private in OECD countries (1970—
1992), 172-3; relation of earnings
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service sector (cont.)
equality to employment expansion in
private, 171-2

Shepsle, Kenneth, 79

social democracy: with acceptance of eco-
nomic efficiency, 175; choices related
to wage equality and full employment,
174-6; combining full employment
with egalitarian wage policies, 171;
components of firm institutional foun-
dation, 171; electoral revival of, 175

social wage: with accommodating and non-
accommodating monetary regime, 75—
7; in centralized and decentralized bar-
gaining system, 77; effect of altered
size and composition of, 31-8; as pub-
lic good, 31

Soskice, David, 13, 22-3, 49, 57, 74, 80,
82

state, the. See government.

strategic capacity: absence in free-market
capitalism, 28, 74, 166; concept of,
28, 94; of rational players, 28

strategic rationality, 179n13

strategies for the left, 1667

Summers, Lawrence, 20, 57-8

Sweden: active labor market policy, 123,
125; adoption of Rehn-Meidner princi-
ple of solidaristic wage policies, 123,
126; break in and shift away from
centraized bargaining, 8-10, 143, 148~
9; monetary policy, 142-3; origins of
centralized bargaining, 121-2; supply-
side policies, 125; trade exposure, 133—
4; unemployment levels in, 174

Swenson, Peter, 26, 95, 98, 134

Tabellini, Guido, 21, 56-8

Theory of moves, 14, 179n11, 179n14

time-inconsistent plans, 20

total factor productivity: OECD estimates
(1970-1994), 168-9

trade: in regression analysis of bargaining

effects model, 64, 68-9

Ulman, Lloyd, 80

uncertainty: about forecasts of government
policy effects, 20; about monetary au-
thority “type”; discounting of future,
28; institutional change, 108

unemployment: in bargaining effect model,
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60-74; in centralized bargaining sys-
tems, 28—32; contribution of neo-
corporatist theory to, 23—4; in decen-
tralized bargaining systems, 24-8;
Dutch strategy to lower, 174; external-
ities associated with, 25-6; financing
of benefits, 24; in intermediately cen-
tralized bargaining, 26-7; levels in
Sweden and Denmark, 13547, 174;
levels in union-monetary authority two-
stage game, 40—4; monetary rule rela-
tionship to equilibrium rate of, 3-5,
32-4, 65-9; natural rate of, 18-19;
neoclassical notion of, 18-22, 1; in neo-
corporatist theory, 23-4; nonaccelerat-
ing inflation rate of unemployment
(NAIRU), 22; performance in OME
countries, 74—6; relation to centralized
wage bargaining, 32-8, 65-9

unions: Austrian national unions, 152-3;
behavior related to social wage, 31;
concentration of membership, 48-51;
Danish national unions, 122-3, 126,
138-9, 141, 150; density in regression
analysis of bargaining effects model,
64, 69; German national unions, 159—
60, 163; intraorganizational bargaining
among, 29; Norwegian national un-
ions, 156-7, 159; in perspective of neo-
corporatism, 18; in perspective of ra-
tional expectations, 18; Swedish na-
tional unions, 1234, 126, 142-3; in
union-monetary authority two-stage
game, 39-46; wage bargaining domi-
nance of large, 52-3; weighting in
Herfindahl index, 53

unions, exposed, sheltered, and low-wage: in
centralized subgame of economic poli-
cies-wage strategies model, 115~18; in
decentralized subgame of economic
policies-wage strategies model, 111-15

Visser, Jelle, 49, 54, 83
voters: incomplete knowledge of govern-
ment competency, 20

wage competition: bargaining institutions
can overcome, 23—4; effect of fragmen-
tation on, 182nl

wage dispersion: Austria, 152; in bargaining
effects model, 60-74; with centraliza-
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tion, 36—7; circumstances for interme-
diate levels of, 81; Denmark (1963
1977), 126; public sector in Denmark
(1970-1982), 131; public sector in
Sweden (1973-1980), 131; Sweden
(1970-1980), 126

wage drift: Austria, 152; in decentralized
system, 3, 45; Denmark, 128, 130,
140; inflation and, 29-30, 35, 71; in-
teraction of wage solidarism with, 29—
30; Sweden, 128, 130, 143—4; in
union-monetary authority two-stage
game, 42-6

wage policies, solidaristic: bargained, 29--30;
as brake on employment expansion,
171-2; in Denmark, 125-7, 188n4;
link to economic policy, 30-1; Rehn-
Meidner principle of, 32, 105, 123,
171-2; in Sweden, 126-8, 188n4;
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wage leveling in Sweden (1951),
123

wage-price spiral, 22

wage restraint: with centralized bargaining,
28-32; dependence on monetary rule,
26-31; with intermediately centralized
bargaining, 26-8; state as compensator
for, 31

wages: flexibility under decentralized mone-
tarism, 97-9, 105, 130, 167; leveling
in public sectors in Sweden and Den-
mark, 131-2

Wallace, Neil, 19

Wallerstein, Michael, 28

welfare function: monetary regime/wage
bargaining model, 38-9

welfare state: Denmark and Sweden, 47-8;
link to industrial relations system, 31—
2, 75; popular support for, 170
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