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When the Soviet Empire collapsed, there was a wide-spread belief that the study of comparative 
economic systems will become a matter of the past.  Command economies and textbooks 
describing them will be rendered obsolete by the sea change in politics.  These economies would 
be replaced by high quality market economies akin to their western counterparts, and the textbooks 
by cutting edge American ones describing these economies in a methodologically demanding 
fashion.  I vividly recall discussing with colleagues from Europe and the Americas if our tribe will 
become extinct soon, or just be gradually relegated to one of the many subsections of the history 
department.  As a matter of fact, in several places, perhaps most notably in Germany, this is exactly 
what happened.  I recall my recurring visiting professorship at the Free University of Berlin in the 
late 1990s.  It was the time when the formerly prestigious and high-flying Institute for East 
European Studies, with four full professorships on the study of the economy of the region and many 
others for other areas of academic study, was scaled back.  It had become, for all practical purposes, 
in part a subsection of the Faculty of Economics and in part of the Otto Suhr Institute for Political 
Studies.  The surviving colleagues spent most of their time teaching introductory courses at the 
bachelor’s level for large cohorts of student in general university training rather than transmitting 
their region-specific tacit knowledge accumulated over the decades. 

I could not believe my eyes.  ‘Do you really believe,’ I asked in an astounded manner, ‘that 
anybody trained in the Samuelson-Nordhaus textbook will indeed be able to trade and manage 
investments in Ukraine, or Russia for that matter, your traditional partner?’  The German colleagues 
at the time were smiling scornfully at the ‘ignorant and backward’ looking Easterners. 

Nowadays, we are living in a fundamentally different world.  Illiberalism and outright statism is 
back in vogue and that too in forms and degrees nobody could have envisaged, let alone conceived, 
in the annus mirabilis of 1989.  The new Zeitgeist is marching on victoriously in developing 
countries, gaining features of respectability and even admiration, much to the dismay of top policy 
analysts and research centres in the USA (Kurlantzick, 2016).  China is being portrayed as the 
vanguard of making a successful transition from a planned economy to a market economy, without 
any unnecessary and painful destruction that was observed all across Central and Eastern Europe 
(Naughton, 2017). 

Populist policies are back on the agenda in the advanced economies as well.  The Trump 
presidency has already changed the face of the United States to the point of being described as an 
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‘illiberal democracy’ by the very person who coined the term long time ago (Zakharia, 2016).  
Brexit also implied a jump into the darkness with the Prime Minister and members of his cabinet 
denying their lack of strategy, without, however being able to provide evidence to support their 
claim.1 

To use a worn-down term, if there is a ‘benefit of crisis’, it is that the rise of illiberalism has drawn 
attention to the major differences among distinct modes of operation of real world market economies.  
If one thinks of the more recently awarded Nobel memorial prizes in Economic Sciences, a clear 
reflection of the relevance of this insight in the eyes of the top peers of the profession can be found.  
If one thinks of the decoration received by Diamond, Mortensen, and Pissarides in 2010 for their 
work on imperfect labour markets, Jean Tirole in 2014 for regulated and network industries, Olivier 
E. Williamson in 2009 for corporate governance, or Robert Shiller and Eugene Fama in 2013 for 
financial markets and asset pricing, they all point to a common understanding.  It is not that the 
market is ’the’ solution, as was thought in 1989.  It is about ‘the kind of market’ that best coordinates 
firms.  How do we integrate financial markets in economic theory which tended to exclude this 
field?  How to interpret and improve outcomes of regulated markets, from banking to network 
industries?  How does regulation impact the outcome of market interplay as conceptualized in 
microeconomic theory?  How does corporate governance relate to cultural underpinnings of 
different societies?  Is it not possible that the road to success must differ under dissimilar 
institutional settings, contrary to what we teach in business administration on the merits of 
benchmarking? 

By invoking the fields of analyses of some of the more recent Nobel winners we come straight 
back to the traditional field of inquiry in the research on comparative economic systems.  It has 
been typical for this avenue of thought, despite its distinguishing feature of having ended, to 
consciously avoid the trap of over-generalizations, inherent in the formalized-mathematical 
description of any real world issue.  The focus of study has always been what political scientists 
described in a different conceptualization as the ‘varieties of capitalism’.  In comparative 
economics the focus has remained largely on nation-states, highlighting the distinctness of their 
modes of operation (Rosser and Rosser, 2004).  In a certain way, financial globalization and the 
recent financial crises have triggered parallel rethinking in both fields, each underscoring the 
limitations of any grand theory and ‘one-size-fits-all’ policy prescription (van Zon, 2016). 

Thus, we arrive at a new juncture.  From the point of view of empirical, policy relevant analysis, 
the issue of quality of markets and the intimately related quality of governance transforms from one 
of the several issues to be studied into ‘the single most important’ issue, both from theoretical as well 
as empirical perspectives.  If we take the most obvious case, that of the European Union, the current 
policy debate in its bulk has rightly been revolving around the questions of how, to what degree, and 
through what methods, are the systems of such different qualities, as those in the North and the South, 
can in theory and in practice be jointly managed under a single system of governance, called the 
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Banking and Fiscal Union?  Over and above the issues of technical, procedural, and legal nature, 
this debate goes into the heart of economic philosophy, economic traditions, and modes of 
governance conditioned by the preceding factors.2 

However, differences also matter in terms of political and social outcomes.  If democracy and 
civic freedom are, by no means, the pre-conditions for innovation and improved economic 
performance, the illiberal model is likely to see its revival, not least by the influence of populist 
policies which seem to positively invite such practices of governance.  In contrast, as argued most 
forcefully by the last monograph of the recently deceased Jan Winiecki in 2016, if we accept the 
insight which is supported by both economic theory and recent economic history, than exactly the 
opposite is the case. 

Accepting the latter approach implies that it is not merely our personal commitment to a free 
society that drives our preference towards liberal and participatory solutions in governance both at 
the corporate and country levels.  Theoretically speaking, it is becoming a side condition necessary 
for innovative behaviour.  It is uncertain if human beings should be compartmentalized into a 
submissive political being on the one hand, or a vigorous, innovative business professional, in eternal 
search of new ways, on the other. 

In a broad summary of contemporary trends in global economic thinking I try to present arguments 
(Csaba, 2016) in support of some of the traditional traits of the comparative systems’ paradigm being 
an indispensable component of any relevant economic theory, with the hope of interpreting an 
occasion, or even influencing real world phenomena.  These include contextuality, historic and 
social conditioning, limits to human comprehension, and the ensuing limits of human action in 
designing policies and institutions. 

With the rising challenge of illiberalism ‘the comparative approach stands to gain in relevance’.  
Analysing the roots and limited economic improvements brought about by one of the greatest 
political earthquakes of the contemporary decade, the Arab Spring, (Ghanem, 2016) yields the 
conclusion that at the end of the day ‘outcomes depend crucially on the quality of governance’.  As 
long as the institutions in the Arab world do not become more inclusive, the representation in both 
business and polity is not improved for the lower as well as the middle classes, any economic 
progress is likely to be timid and temporary.  In this analysis it is the incremental steps, including 
supporting small business and labour intensive activities and limiting entry barriers in a synergic 
fashion may deliver the much expected stabilization of the restive region of Middle-east and North 
Africa (MENA).  At this general level, this is a replica of what we may think of as the lessons of 
post-communist change. 

A bird’s eye view on contemporary challenges may lend support to our original claim.  That is, 
market quality, and in turn the outcomes of market interplay, depend crucially on the quality of 
governance.  Governance is known to be a concept broader than government or administration.  
By the same token, the socio-political conditions of any open society allowing for trials and errors, 
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that are the conditions for incremental improvement, may become fundamental ‘under any cultural 
setting’.  The quality of governance may and should be brought about by human action and 
interaction, social learning, and co-operation.  Retaining the comparative perspective may be just 
one element, but it is an important element in providing for continuous improvements both in 
academic comprehension and practical management of economic affairs across the globe. 
 

Notes 
 

1 EU ‘well prepared’ as May prepares to press Brexit trigger, Euractiv, 13 March, 2017. 
2 This intriguing issue is analysed in an unconventional fashion with a lot of insider information by 

three Princeton professors of three disciplines, finance, public administration, and economic history, 
in the recent volume of Brunnermeier, James and Landau, 2016. 

 

References 
 

Brunnermeier, M., James, H. and Landau, J. P. (2016) The Euro and the Battle of Ideas, Princeton, 
N. J.: Princeton University Press. 

Csaba, L. (2016) “Innovations and regress in economic theory”, Zeitschrift für Staats- und 
Europawissenschaften, Vol.14 No.1, pp. 80-99. 

Ghanem, H. ed. (2016) The Arab Spring Five Years Later: Towars Greater Inclusiveness, Vols I and 
II, Washington D. C.: The Brookings Institution Press. 

Kurlantzick, J. (2016) State Capitalism: How the Return of Statism is Transforming the World, 
Oxford- New York: Oxford University Press. 

Naughton, B. (2017) “Is China socialist?”, Journal of Economic Perspectives, Vol. 31 No.1, pp. 3-
24. 

Rosser, B. J., Rosser, M. (2004) Comparative Economic Systems in a Transforming World Economy– 
2d, revised edition, Cambridge/Mass – London: The MIT Press. 

Winiecki, J. (2016) Shortcut or Piecemeal? Economic Development Strategies and Structural 
Change, Budapest – New York: CEU Press. 

Zakaria, F. (2016) “America’s democracy has become illiberal”, Washington Post, 30 December. 
van Zon, H. (2016) Globalized Finance and Varieties of Capitalism, Houndmills – New York: 

Palgrave MacMillan. 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


