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ABSTRACT 
 
The crisis of EMU has quite dramatically demonstrated that the Euro-zone consists of two 
very different groups of economies -- the southern European economies and Ireland, on 
the one hand, and the North-West European economies on the other. The first group is 
characterized by massive current account deficits, which translated into a combination of 
rapidly rising government and private debt, whilst the second mirrors this situation with 
current account surpluses and relatively modest public and private debt. Most explana-
tions face serious problems accounting for this sudden divergence within EMU: labour 
markets are at least as organized in most of the northern economies as in the south; both 
Spain and Ireland ran large government surpluses until the crisis of 2008; asset-price 
inflation does not explain Italy and Portugal; and lack of appropriate financial regulation 
does not explain the relatively well-regulated Spanish case. What is missing in all these 
accounts is a longer-term, comparative capitalism perspective that examines the substan-
tial differences between these two groups in terms of labour market organization in gen-
eral and wage setting in particular. The lecture will explore these differences and their 
effects. 
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