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Abstract 

This thesis, primarily focusing on the notion of economic patriotism and the theory of Varie-

ties of Capitalism (VoC), discusses how neoliberal-driven economic integration observed in 

the last decades between different capitalist regimes that show diverse development trajecto-

ries has led to divergence, rather than convergence. Along the lines of economic patriotism, 

decision-makers now face the constant challenge of satisfying the demands of their electorate 

in a complex and interdependent regulatory environment, in which most economic govern-

ance tools are not under their control, while as a result of spatial and economic integration, 

national goals often contradict supranational ones. Under this pressure, economic policy has 

to become creative and maneuver between constraints and opportunities in order to keep a 

balance between the two. At the center of analysis in this case is the European Union and its 

so-called ‘periphery’, where the long-awaited convergence based on free market fundamental-

ism has yet to be achieved with patterns actually indicating the exact opposite. Evidence how-

ever vindicates, that nations which have applied ‘patriotic’ economic policies in the past but 

also nowadays, have shown greater signs of convergence to their most developed peers. 
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1. INTRODUCTION 

The notion of economic patriotism – even though old in practice – lately started gaining popular-

ity amongst the literature surrounding political economy. Whilst not too influential, the theory offers 

an alternative approach of economic governance to the so far long-lasting triumphant neoliberal pol-

icy agenda that became mainstream worldwide following the collapse of the Bretton Woods. After 

decades of neoliberal economists outlining a utopian vision of self-regulating markets, the neoliberal 

dogma started trembling and losing popularity and faith amongst decision-makers, as long-forgotten 

measures reappeared in political toolkits, in entirely novel forms in many cases. That is, particularly 

after the Great Recession that began in 2008-09, which could be considered as an outcome of the poor 

institutional structure of the neoliberal era, highlighting the need for an alternative style of economic 

policy-making. Indeed, neoliberalism has been a dominant element of all –“ations” (integration, mod-

ernization, etc.) that ultimately point at convergence, hence free market policies have been massively 

embedded in the construction of the European Union (Johnston, Regan, 2017. 9.), a block that consists 

of several different capitalist regimes (Hall, Soskice, 2001) with different development trajectories 

(Heimberger, 2020). An integration of such therefore, logically resulted in large imbalances and at 

the same time diminished the role of the state in market relations, placing not only national, but also 

supranational objectives on the table. As a consequence, spatially elected political mandates have to 

walk on a tightrope in order to achieve both, even though sometimes, these contradict each other.  

In that respect, this thesis argues, that convergence goals driven by the neoliberal logic did not 

bear any fruit, conversely, the result was further disintegration and divergence. The same was the 

case within the Single Market of the EU, where several institutionally well-equipped nations pre-

vailed in cost of others as explained by the Varieties of Capitalism (VoC) literature. Therefore, the 

EU has been segregated into ‘core’ and ‘periphery’, with the latter seeking to catch up to the former 

in an interdependent economic and regulatory environment that does not allow various space for po-

litical-economic coordination. Economic patriotism thus, is an outcome of such contradictions, lead-

ing decision-makers to pursue alternative strategies which in many cases proved to be efficient 

enough. Evidence of economic patriotism being utilized in the EU periphery suggests the same, hence 

the strategy seems to appear as an appropriate convergence tool. The first section presents the theo-

retical framework of the thesis, namely the notion of economic patriotism, emphasizing firstly the 

main reasons of its reemergence. The second section analyzes the utilization of the notion in the past 

through a brief historical revision, indicating that all of today’s developed nations and free market 

policy supporters followed a mixed economic policy to emerge to the top. The third section concen-

trates on the convergence-divergence debate in general and the contemporary form of economic pat-

riotism encountered today. The fifth section focuses on the economic divergence observed within the 

EU, based on the theory of Varieties of Capitalism (VoC). Finally, the penultimate section highlights 
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specific cases studies of peripheral EU countries that used economic patriotism to achieve higher 

rates of convergence, demonstrating that the notion is an ideal cohesion tool.  
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2. THE REEMERGENCE OF ECONOMIC PATRIOTISM  

 For the past roughly 40 years the neoliberal doctrine has dominated economic thinking, relying 

entirely on market automatisms, promoting unprecedented privatization and deregulation, wiping out 

the pre-existing diversity of the political-economic realm. With its triumphant emergence in the 80’s 

and its continuous expansion on the back of globalization, the hitherto uncriticized ideology put an 

end to interventionist industrial policy and public ownership, as governments started deregulating, 

privatizing state-owned enterprises and liberalizing financial markets (Schmidt, 2007, 2.). Moreover, 

with mainstream economics being taught in universities and business schools in the last four decades, 

current economic thinking has become one-sided and as a consequence the past of economics was 

almost destroyed, becoming less known to the younger generations. 

This had a significant impact on policy-making as well. Schmidt has already described how focus 

on political economy altered over this time, emphasizing that in the light of Europeanization and 

globalization the role of the state vanished and firms were put at the center of analysis (Schmidt, 

2007, 2.) indicating their rising importance and the declining role of the former. Another consequence 

of neoliberal globalization has been a tighter integration of markets and the emergence of several 

supranational institutions aimed to control and keep in balance the resulted interdependence.  

With neoliberal measures and policies ‘riding’ globalization and becoming the mainstream for 

both developed and developing nations, the most powerful actors utilized the advantages of free trade 

and deregulation managing to bring out the best of the process vis-á-vis their weaker counterparts, 

who struggle to sustain themselves in such an integrated economic realm. This contradictory envi-

ronment – this chapter argues – did not only put pressure on spatially elected politicians, but further-

more led them to pursue unaccustomed strategies in order to achieve their national goals. 

2.1. The “paradox of neoliberal democracy”    

Ben Clift and Cornelia Woll, in their 2012 paper analyze how tensions between international 

market integration and spatially limited political mandates have led to the phenomenon of economic 

patriotism (Clift, Woll, 2012). According to the authors, the global financial crisis of 2008 brought 

to surface these tensions, as state intervention reemerged in various forms, however the roots of eco-

nomic patriotism go way beyond the credit crunch and can be linked to what Colin Crouch has called 

“the paradox of neoliberal democracy”. Crouch’s statement refers to the fact, that there are several 

contradictions between the goals of elected politicians and abstract global economic objectives. While 

the former are pegged to satisfy the demands of the electorate, they must achieve this in a diversified 

legal and regulatory, interdependent economic environment, in which most instruments of economic 

governance are not under their control, thereby are forced to pursue creative strategies through which 

they can meet the demands of whom they represent.  
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Harvard professor of economics Dani Rodrik, might have been fast enough to express Crouch’s 

‘paradox’ as early as 2007. He launched an impossibility theorem, stating that democracy, national 

sovereignty and global economic integration cannot coexist at the same time. According to Rodrik, 

in order to pursue global integration – and hence a tight interdependence – either democracy or na-

tional sovereignty has to be put aside (Rodrik, 2007). This inevitable clash between politics and glob-

alization this thesis argues, emphasized the “paradox of neoliberal democracy” as the latter, through 

its excessive forces has marginalized the role of the state as an operating criterion of the world (Ver-

ess, 2009).  

 

1. Figure: Rodrik’s political trilemma 

Source: Rodrik, 2007 

A somewhat similar argument is made by political scientist Tamás Fricz, who in the last chapter 

of his 2019 book named “Overwritten Democracy”, argues that the biggest challenge of the 21st cen-

tury does not only consider the diminishment of the role of the state, but also that democracy as a 

political system could be “overwritten” by a new kind of global system not derived by politics, but 

by global market players, a financial and economic “elitocracy” (Fricz, 2019, 167.-169.). From the 

three key spheres that organize modern societies in the most comprehensive and networked way, 

namely the market, the state, and society, the former has gained power and control over the other two 

as the result of neoliberal globalization (Fricz, 2019, 168.). According to Fricz, “overwriting” democ-

racy does not imply deleting it, but rather altering it. These dominant economic groups – large mul-

tinational enterprises and global financial circles – do not seek to eliminate democracy but alter it to 

a procedure over which the outcome would not serve the will of the society, but of the “global elite”. 

This, consequently, resulted in the emergence of a globalized market, as well as a conflict between 

globalism and democracy (Fricz, 2019, 168.). 

This development of course does not similarly benefit all actors. Hungarian professor of econom-

ics and State Secretary László György in his 2019 book analyzes how this “neoliberal 
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counterrevolution” benefited the supporters – and later on winners – of globalization in the last four 

decades. According to György, the intellectual revolution of the 80’s led by neoliberal economists 

such as Milton Friedman, served specific dominant political-economic power groups – or as Fricz 

calls them, an “elitocracy” – which through the outlined perfect automations of the market became 

‘too big’ and gained strong bargaining positions. György provides evidence on how neoliberal-driven 

globalization created imbalances between labor and capital, foreign and domestic ownership, while 

how it also escalated a tax race between states, creating competition in taxation and tax evasion 

(György, 2019).  

Going back to Rodrik, the Harvard scholar in 1997 stressed out that our ideas about the relation-

ship between the state and the business sphere have changed over time, something that he seeks to 

illustrate with a pendulum metaphor. When the pendulum is swung to the one extreme by the domi-

nant role of the state, then we have a centrally planned economy or plainly put, communism. How-

ever, when the pendulum reaches the other extreme, we are talking about “supercapitalism”, “turbo-

capitalism” or “plutocracy” depending on if we quote Robert B. Reich of the Clinton administration, 

former Harvard Business school professor David C. Korten, or former World Bank chief Branko 

Milanovic respectively (György, 2019). No matter how we name them, both extremes are undesired 

and should be avoided. History has demonstrated what can happen if the pendulum swings towards 

the centrally-planned extreme and now we are not far away from the exact opposite as demonstrated, 

meaning that the most influential economic-power groups adjust the rules of the game according to 

their interests. 

The truth is, currently we are not aware of any better solution to promote the sustainable growth 

and welfare of our societies than the market-economy (György, 2019, 79.), therefore this principle 

should be carefully preserved. Using the pendulum metaphor, the market economy could be described 

making small oscillations around the point of equilibrium position, where market actors seek to max-

imize their profits, while the state meet the demands of the electorate. Taking into account the five 

key values: security, order, justice, freedom and welfare, that are fundamental in organizing our so-

cieties and are present in nearly all of the constitutions (György, 2019, 78.), the state has a crucial 

role to step in when market players are threatening these values or are swinging the pendulum towards 

their desired extreme. “The paradox of neoliberal democracy” except than creating tensions between 

global economics and local politics, also swings the pendulum towards an undesired extreme, so the 

five key values pointed out above are currently being threatened by market players. Thus, decision-

makers have to maneuver creatively between the constraints put forward by abstract interdependence 

goals and opportunities provided to satisfy their electorate, which resulted in the rise of economic 

patriotism.   
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2.2. Economic Patriotism: Definition, forms and purpose  

The notion itself therefore, clearly emerges as a consequence of various political and economic 

contradictions between neoliberal market integration and national economic policies. Time-honored 

the paradigm might be, yet, there is not a widely accepted definition surrounding it, neither is there 

widespread literature, which triggered the critics of it to imply that for this reason it cannot be con-

sidered a theory. However, the lack of theoretical vacuum and grounding is not a sufficient reason to 

banish the concept to the realm of rhetoric. Examining the concept of economic patriotism, economics 

remain indebted with a definition. 

Clift and Woll define economic patriotism as “economic choices which seek to discriminate in 

favor of particular social groups, firms, or sectors understood by the decision-makers as ‘insiders’ 

because of their territorial status” (Clift, Woll, 2012, 308.). Additionally, according to the two authors, 

economic patriotism implies that the interests of the homeland weigh more heavily than individual 

economic interests. This conceptualization provides elements that have been largely misunderstood 

by liberal economists, who have equated the phenomenon with economic nationalism, protectionism 

or (neo)mercantilism (Clift, Woll, 2012, 312.).  

Albeit these misinterpretations, the two authors in their column defend two arguments about eco-

nomic patriotism that differentiate it from economic nationalism and radical perceptions. Firstly, they 

point out that like economic nationalism, economic patriotism should be perceived regarding its ter-

ritorial reference in building up political or economic area rather than its political context, as many 

liberal intellectuals have used the notion as a term of abuse, not leaving space for open debate. Sec-

ondly, they argue that whilst economic nationalism is as old as the nation-state itself, economic pat-

riotism is an ‘evolution’ coming along with the erosion of the state and its institutions following the 

breakdown of the Bretton Woods and tighter European integration initiating at the 80’s and the fall 

of the “Iron Curtain” in 1989 (Clift, Woll, 2012, 309), while at the same time, it can also elevate to 

the supranational level. Therefore, economic patriotism does not offer a specific agenda and it can be 

exercised in various forms, as it is pointed out subsequently. Even though interventionism lies at its 

core, its forms may vary from country to country and from time to time. In the era of its heyday, the 

notion had an implicitly protectionist character embodied in Alexander Hamilton’s or Friederich 

List’s vision of protecting weak infant industries, shielding companies from outside competition via 

tariffs, nonetheless nowadays, we have seen governments bailout financial institutions or even auto-

mobile producers. Contrary to protectionism – as it will be pointed out – modern-day economic pat-

riotism puts emphasis on support and encouragement of the ‘insiders’, rather than restriction, as in-

ternational institutions and rules in many cases restrict the use of tariffs, public procurements or sub-

sidies for the benefit of domestic companies. Thereby, even though it has been called a “threat to the 

European Single Market” (Wruuck, 2006), economic patriotism is not against competition and an 
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open economy, rather it uses these mechanisms to raise living standards in the national level. It is 

nothing more than “responsible thinking” (György, 2019), meaning that all products and innovations 

that can be created at the homeland should be created there, creating added value and jobs in the 

national economy.   

On this basis, György interprets economic patriotism somewhat differently than Clift and Woll. 

Not shying away from his book title – Creating Balance – György argues that economic patriotism 

should be interpreted as a balancing practice, trying to reconduct the imbalances that have already led 

to the emergence of the phenomenon. The neoclassical approach could not provide good answers, 

neither did protectionism or nationalism, as the former put too much attention on the individual, while 

the latter on the collective. Of course, economic patriotism implies that homeland interests bare of 

greater importance than individual ones and it is a fact the interests of the motherland can take prec-

edence over the interests of individuals, companies, or political interest groups in some cases (Rez-

nikova, Panchenko, Bulatova, 2018). Therefore, György suggests that economic patriotism should 

seek to identify the resting point of the pendulum between free market extremism and a centrally 

planned economy and between individual and homeland interests. It is a pragmatic approach, lying 

closer to reality than a theory, as it seeks to provide answers to the challenges of each time, which is 

also a task of economics according to the Hungarian economist. Its aim, is to ensure the economic 

viability of the ‘patrie’.  

Even though the concept is flexible and pragmatic, it has some basic goals and elements. Inter-

ventionism and homeland interests have already been pointed out. Furthermore, one who pursues a 

patriotic economic policy, vis-á-vis the neoclassical approach, believes that capital has a nationality. 

For this reason, economic patriotism generally recognizes that ownership of critical infrastructure is 

paramount (György, 2019). Both supporters and critics of the notion, link economic patriotism to 

infrastructure or the industry in general. A 2006 Deutsche Bank report claimed that economic patri-

otism is equivalent with industrial policy (Wruuck, 2006, 3.), while Obama linked the concept to 

infrastructure investment and job creation. In that case, evidence of the dynamic form of the concept 

can be identified too. One thing that history taught the world, is the fact that industry is continuously 

changing, especially in the 21st century, thereby industrial policy undergoes radical change as well. 

Nowadays, not only energy or transportation are considered as strategic or critical sectors, but also 

data, which could be interpreted as ‘the new oil’, transforming economic patriotism to ‘innovative 

patriotism’. According to the Australian Strategic Policy Institute, a nation’s processes and systems 

are a strategic tool too, consisting of a number of intangible assets all described with data (Shah, 

2019). ‘Innovative patriotism’ hence, is the most modern form of economic patriotism, it recognizes 

the importance of added value and that we need to strike a balance in the context of an innovation-

driven economy. This form, can also be called ‘creative economic protection’, as it creates balance, 
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openness and development at the same time. Its tools can also be creative, but what it protects is also 

creative knowledge. The condition for development is that we also treat the human and knowledge 

capital that forms the basis of innovation as consciously as we do with critical infrastructure, thus the 

fate of homeland data, research and patents is just as important as that of a public utility.  

Furthermore, while the main aim of economic patriotism is to ensure the long livelihood of the 

national economy, theoretically, this can be done in several ways. Clift and Woll use the concept as 

an umbrella, to highlight some fundamental characteristics of economic intervention. Based on their 

reference points, the two scholars recognize supranational economic patriotism, economic national-

ism and local economic patriotism, while they also distinct between conservative and liberal eco-

nomic patriotism (Clift, Woll, 2012, 315.). Moreover, they categorized the natures of economic in-

terventions, distincting between policy content and policy targets (Clift, Woll, 2012, 316.). On this 

basis, in his 2018 joint paper, Panchenko summarized the types of economic patriotism along with 

its implementation methods at national or supranational level (Reznikova, Panchenko, Bulatova, 

2018, 280.).  

1. Table: Types of economic patriotism and its implementation methods at supranational and national level 

Source: Reznikova, Panchenko, Bulatova, 2018, 280. 

 

While conservative-style economic patriotism puts emphasis on restraint and includes protec-

tionist measures both at local and supranational level, liberal economic patriotism emphasizes in-

struments that seek to stimulate the economic activity of the ‘insiders’. The former has a protective 

character by origin, implying that the state should act as an entity that needs to face external chal-

lenges, in contrast to the latter, where the state is an active actor in priority setting (Reznikova, Pan-

chenko, Bulatova, 2018, 280.). Liberal economic patriotism hence, seeks to create and elevate trans-

national production chains striving to regroup the added value generated along these into the na-

tional economy. To this end, multinational companies typically maintain their high value-added 

processes in their home countries, so the goal of conscious large-scale enterprise building is to bring 

resources and markets under the control of national economies. After that has happened, the open 

market is what the national economy should pursue.  

‘Developed Western economies’ are a perfect example of that tactic, as they have been pursuing 

liberal forms of economic patriotism in a large scale. They have created and elevated global value 

chains, which while are outsourcing some of their tasks to the periphery for cost-cutting purposes, 

Liberal economic patriotism Conservative economic patriotism

Types of economic patriotism

Supranational economic 

patriotism
Strategic regional integration Protective regionalism 

Local economic patriotism

Implementation of liberal policies 

promoting the formation of 

supranational companies 

Protection of national producer

Levels of 

implementing 

economic 

patriotism

Forms of 

manifestation 
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are keeping their high added-value activities at home (György, 2019, 124.). The logic behind such 

decisions can be explained by the so-called smile curve, a crucial element of a liberal economic pat-

riotism strategy. The smile curve in management sciences is the scheme of added value creation in 

the information technology sector, which is true for essentially all other sectors. The only difference 

in each sector is how wide and how curved the smile is. According to it, really valuable activities 

include research and development (R&D), branding, design in the development phase, distribution, 

marketing and sales in the marketing phase, while in the middle, production is the most competitive 

and least profitable link in the value chain. 

 

2. Figure: Stan Shih’s smile curve  

Source: Xiaolan, 2018  

A patriotic economic policy seeks to climb up as high as possible on the curve, nevertheless in 

order to do that – especially in the case of a peripheral economy – it needs to remain open and not 

shut itself away from global value chains. In today’s business world, these are unavoidable, there-

fore a peripheral economy has to remain attractive, as research has shown that those countries who 

join global value chains are achieving higher growth rates than those who do not even pursue join-

ing (György, 2019, 127.). However, this should not happen at any cost. For economic patriotism, 

the value chain is serving “our” interests when it really serves the well-being of the national econ-

omy. In this situation, the most critical is to create global value chains “ourselves” which produce 

and retain the highest added value in the homeland. The 21st century gives an extra opportunity to 

do that. As it was already mentioned, economic patriotism is a paradigm that adjusts to the given 

challenges, so in the current century transforms to ‘innovative patriotism’. The new goal of the 

transformed paradigm, could be the export of high added-value services based on own data assets 

and innovation through direct market relations, which once again requires the elevation of ‘national 
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champions’. Therefore, engaging in global production and innovation value chains remains an im-

portant element in the strategy of a small, open economy, in line of course with the analyzed con-

cept.  

Finally, even though arguable, economic patriotism consists a theory just like mercantilism, eco-

nomic liberalism or Keynesianism and like other theories is based on experiences and observation of 

reality and it can be interpreted in different ways. It is important nevertheless, to keep economic 

patriotism a theory and not allow it to become an ideology. According to Karl Popper, one of the 

most influential scientific philosophers of the 20th century, the validity of a theory can be assessed by 

answering four questions: Does it describe reality? Does it explain the link between cause and effect? 

Is it predictive? Can it provide advice to political decision-makers? However, one more criterion 

exists, which the Austrian philosopher names “the ace”. Every theory presents reality from its own 

perspective, therefore it is not objective and cannot provide solutions to every problem, consequently 

it can be disapproved. If it cannot be disapproved then it is not a theory anymore, but an ideology. An 

ideology is absolute and kills debate, as well as it diminishes competition and development. Such 

examples have been neoliberalism and Marxism (György, 2019, 76.).  

Additionally, not only the depth of interventionism is critical, but also its form and purpose. Pol-

icies that are applied uniformly regardless their origin fall out the remit of economic patriotism. More-

over, when policies are not primarily targeted at the defense – in this case at encouragement – of 

territorial interests we cannot speak of economic patriotism. Finally, intervention that serves political 

interests is beyond the limits of the theory (Clift, Woll, 2012, 318.). Therefore, cases such as German 

authorities helping Wirecard ‘hide’ its scandal (Rao, 2020), the IMF Greek loans being used to bailout 

the country’s collapsing Eurozone debtors (Pogátsa, 2014, VII.) or when Denmark, the Netherlands 

and even Romania called their yoghurts “Greek” (Kokkinidis, 2019) to benefit their ‘insiders’ fall out 

of the scope of our theoretical framework. Taking into consideration Karl Popper’s thoughts on what 

constitutes a theory and what an ideology, one of the most important messages this thesis seeks to 

provide is that economic patriotism should intend to be the former rather than the latter.   
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3. ECONOMIC PATRIOTISM IN THE PAST 

From the foregoing analysis, someone could assume that economic patriotism might not be con-

sidered as a friendly approach to political economy, as it largely contradicts the dominant neoclassical 

school of taught in most of its aspects, while also questions many of neoliberalism’s triumphant 

achievements. It is hence not surprising, that the notion is a usual point of critique of intellectuals and 

institutions that are unilateral supporters of free-market fundamentalism. What these critiques often 

omit however, is that neoliberalism has been predominant only in the last four decades. In fact, a brief 

historical revision could uncover that economic patriotism before the neoliberal era used to define the 

mainstream, while its alteration started escalating only after the 80’s.     

3.1. The old ’mainstream’  

At the seventh chapter of his 2010 book named “23 Things They Don’t Tell You About Capital-

ism”, South Korean born economist Ha-Joon Chang, dedicates a vast number of pages unriddling 

why “free market policies rarely make poor countries rich” (Chang, 2010). Chang seeks to bust the 

‘myth’ that “Chicago boys” types of economists and experts suggest about free market fetishism and 

neoliberal reforms driven after the 80’s, celebrating them as an overmastering success. At the same 

time, neoliberal intellectuals heavily criticize state intervention, industrial subsidies or foreign direct 

investment (FDI) bans, considering them a recipe meant for failure, which undermines competition. 

However, history has demonstrated that the truth is more or less the other way around, Chang argues. 

According to the economist, almost all of today’s developed economies used “nasty” tools in order 

to emerge to the top, including the United Kingdom and the United States, liberal market economies 

and homes of free trade. These states became ‘rich’, through a combination of protectionism and 

subsidies, nevertheless, nowadays are major protectors of free trade. 

In the case of the United States, the country owes a lot of gratitude to the man who people find 

at the back of the 10-dollar bill, Alexander Hamilton. Hamilton, was the first Treasury Secretary of 

the country at the explicitly young age of 33 and also the architect of the modern American economic 

system. Just after two years of serving at that position, in 1789, he submitted to the Congress his plan 

about the protection of his young country’s “weak infant industries”. Hamilton, in his “Report on the 

Subject Manufactures”, argued that American enterprises at their infant state, cannot stand on their 

feet at their own, therefore need to be protected and supported by the state. Even though with protec-

tionism lying at its heart, Hamilton’s plan also mentioned public investment in infrastructure, the 

promotion of a bond market and even the development of a banking system. While many claim that 

America’s economic development can be attributed to its vast natural resources, hard-working immi-

grants and its large internal market, according to Chang, it was Hamilton’s developmental strategy 
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that proved to be successful in the long-run and that can be corroborated by other ‘successful’ nations, 

using this strategy on their own.    

Indeed, if we think about Britain, a glossy example of a liberal market economy, we would prob-

ably think about it as the inventor of free trade. However, the British used Hamiltonian policies too 

in their development era. In fact, Hamilton himself might have been the one who theorized the pro-

tection of weak infant industries, nonetheless he was inspired by Robert Walpole’s, Britain’s so-

called first prime minister’s practices. During the middle of the 18th century, Britain endeavored to 

enter the wool industry, the high-tech industry of that era, which at the time was dominated by the 

so-called Low Countries, namely what is Netherlands and Belgium today. In order to catch-up to the 

competition, Walpole – and later on his successors – imposed tariffs, while at the same time provided 

domestic woolen manufacturers with subsidies and other state aid, so consequently the country be-

came a pretty successful wool exporter. As Chang notes, the vast amount of export earnings helped 

Britain prepare for the Industrial Revolution at the end of the century, while as it was previously 

mentioned, British industrialists only argued for free trade after 1860, when the country’s industrial 

dominance was absolute. Even the adoption of classical liberalism – it could be argued – was pro-

moting British exports and intervening minimally in the domestic economy in order to help the ‘in-

siders’, namely industrialists and discriminate in favor of them. Might it be this way or not, the moral 

lesson of the last two paragraphs, is that both of today’s most developed and successful liberal market 

economies built their economic foundations on an early form of economic patriotism.  

Not surprisingly enough, it is not only the most developed liberal market economies that emerged 

to the top by using ‘anti-free market’ policies, but also the biggest coordinated market economy today, 

Germany. In that case, gratitude has to be attributed to Friedrich List, the founder of the country’s 

economic development. List, recognizing that Britain was slowly, but steadily climbing to the top of 

the global economy by knocking its competitors out, outlined his own protectionist theory of safe-

guarding weak infant industries. The German economist argued, that his country should open its mar-

kets and allow the inflow of high technology products and after that happened, the markets should 

close until Germany learns and adopts the technology required to produce these. After that took place, 

the markets should open and Germany can return to free trade at a higher level of competition. List’s 

plan, is highly similar to that of Hamilton’s and that is not on coincidence. As a fun fact, List was a 

former advocate of free trade and learned about Hamilton’s practices during his exile in the United 

States in the 1820’s (György, 2019, 52.).  

A contemporary alteration of economic patriotism initiated as soon as the second half of the 20th 

century. After the pre-described period, economic globalization started escalating at a more rapid 

pace, partly as a consequence of the development of international trade among nations, leading to a 

greater interdependence between markets, something that was put to a nearly thirty-year pause, as a 



 17 

result of the two World Wars. Nonetheless, after the establishment of the Bretton Woods in the mid-

late 1940’s up until the neoliberal counterrevolution of the 80’s, another era of patriotic economic 

policy-making followed with massive state intervention all around the world. According to Hungarian 

economist and sociologist Pogátsa Zoltán, throughout the post-war “reconstruction” period, a concept 

of the welfare state was adopted, with high levels of growth and full employment, while the state 

played a powerful role during this period, not only with orders and redistribution of resources, but in 

many cases even as owner (Pogátsa, 2018). György, similarly, points out, that this period was domi-

nated by Keynesian principles with the role of the state remaining rather important (György, 2019, 

63.-66.). Between 1945 and the early 80’s, massive elements of economic patriotism can be men-

tioned in the global economy.  

One of the best, but probably least unequivocal examples, is the United States, which was the 

founder in a way of the Bretton Woods international system. Established in 1944 at the conference of 

Bretton Woods in New Hampshire, remarked by the dominant role of the U.S. within it, its main 

institutions, the International Monetary Fund (IMF) and the World Bank, along with a ‘new golden 

standard’ which fixed the exchange rate of European currencies and the U.S. dollar to gold and the 

establishment of the predecessor of the World Trade Organization (WTO), the General Agreement 

on Tariffs and Trade (GATT), the United States laid down an institutional framework perfect for its 

needs. All of this, according to some international relations scientists, can be interpreted through the 

lens of the hegemonic stability theory. This, fundamentally mercantilist, but in some essence liberal 

theory, briefly states that the establishment and maintenance of a liberal world market requires a 

hegemonic state with the appropriate military and economic power to formulate and enforce the rules 

of the liberal world economy (Yazid, 67.-79., 2015). The United States, was a perfect match around 

that time, being responsible for the 45% of global industrial output (Vries, 2018, 25.), thus supporting 

free trade to a large extent. At the same time, the domestic economic policy had its foundations on a 

“democratic capitalist” model (György, 2019, 69.), which ensured a more restricted and stable form 

of competition as the balance between values and interests was kept at an equilibrium by the so-called 

“iron triangle” of the corporate statesmen, the government and trade unions. Throughout their con-

sultations, while ‘national champions’ could emerge this would not happen at the cost of workers, as 

growing wages would contribute to the broadening of the middle-class, thus having a stabilizing ef-

fect on democracy and society (György, 2019, 69.).  

In Europe, comparable measures were adopted for several years. Finland for instance, belonging 

to the coordinated market economy family, between the 1930’s and 1980’s used to classify as “dan-

gerous enterprises” those, which had a foreign ownership of more than 20 percent, while along with 

France and Austria, used state-owned enterprises to promote key industries (Chang, 2010). Further-

more, with increasingly tight European integration, common policies between member states such as 
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the Common Agricultural Policy (CAP), lifted protectionism and subsidization from nation-state to 

a supranational level, but at the same time lobbying remained intense among members in order to 

satisfy national interests.   

Moving further to the East, Asian nations provide us with great examples of patriotic economic 

policies in the post-war era. Such policies, have awarded these states with the nickname “Asian-

tigers” and have been the foundation through which they have built their national champions upon. 

This applies to so-called “keiretsus”, the large Japanese company groups, including the Fuyo Group 

(Canon, Hitachi, Nissan and Yamaha) and the Sumitomo Group (Mazda and NEC), while former 

Korean fish trading, textile manufacturing and plastic industry companies, such as LG, Samsung and 

Hyundai, today can be ranked among the leading enterprises worldwide (György, 2019, 157.). In both 

cases, the state fulfilled a critical role in supporting and promoting domestic companies, creating 

successful and hypercompetitive global values chains. 

Let’s take the example of POSCO (Pohang Iron and Still Company), which by 2016 made South 

Korea the world’s sixth largest steel producer and cargo ship manufacturer. The company was estab-

lished in 1973 with Japanese financial aid and as soon as 1983, it had become one of the most efficient 

steelworks on a global level (Chang, 2009). Initially, the Korean government did not seek to create 

large state-owned enterprises, but rather supply the domestic market at relatively low prices and en-

sure the country’s self-sufficiency in that sector. Thus, along with the pre-mentioned Japanese help, 

the state funded its establishment and treated the company as part of the nation’s critical infrastruc-

ture, providing the necessary environment for its development and initial goal, namely to produce 

steelwork at lower than global prices. By the late 80’s, POSCO had become the fifth largest metal-

lurgical company in terms of output and only after the 90’s started its decentralization and privatiza-

tion processes, especially after the 1997 Eastern Asian crisis. The foundations were laid and even 

with a different ownership structure, POSCO ranks among the leaders globally in steelwork.  

Not much different, but rather similar is the case of Samsung Electronics, one of the most famous 

global value chains nowadays. Founded in 1938 at its young age, Samsung traded dried fish, local 

spices and noodles, primarily targeting the Chinese market. Even though its founder, Lee Byung-chul 

sought to collaborate with American companies, language barriers and American companies’ unwill-

ingness for joint-venturing led him to Japanese partnerships. Throughout these collaborations, Sam-

sung gained the know-how, while at the 70’s, it squeezed out American enterprises of the market, 

increasing Korean wages and at the same time expanding its high-added value activities. After 1985, 

the company built its own research center at Silicon Valley, while most of its R&D activities – pre-

viously financed by the state – were now financed by the private sector. As of today, Samsung is one 

of the biggest smartphone manufacturers, while it also dominates a large share of the television mar-

ket.  
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Even one of the brightest exceptions, Singapore, which is known to have developed for its open-

ness to global value chains, it did establish some of its own. In 1974, the government founded Te-

masek Holdings to manage state assets on a market basis, with the state owning a 15 percent share-

holder yield per annum (György, 2019, 162.). Moreover, the Netherlands, Switzerland and Hong 

Kong used little protectionism, however interpreted patent protection on their own way (Chang, 

2010). And patents play a rather important role, especially in the development of economic patriotism 

and its transformation after the 70’s, as all of the previously mentioned states, after climbing to the 

top with ‘unorthodox’ policies, protected their products using patents and selling them globally, by 

promoting free trade. It is not on coincidence therefore, that international trade laws, investment pro-

tection and patents have been revised accordingly (György, 2019, 164.).  

Once again, it is pointed out, that great economic powers create the rules of the game and shape 

public opinion according to their interests and this chapter, but generally economic history clearly 

demonstrates that. The strategy up until the 1980’s, has been mainly involving around a more aggres-

sive form of economic patriotism, with strong state intervention, which according to our theoretical 

framework fall within the conservative realm. According to Chang, this form of strategy, while now-

adays called ‘unorthodox’, is based on pure pragmatic logic. “For the same reason why we send our 

children to school rather than making them compete with adults in the labor market, developing coun-

tries need to protect and nurture their producers before they acquire the capabilities to compete in the 

world market unassisted”, Chang explains (Chang, 2010). Secondly, the markets at their initial stage 

might not function effectively, thus the government needs to regulate them and intervene occasion-

ally, even by creating deliberate markets sometimes. Finally, the Cambridge scholar states, that it is 

crucial for the government to act itself through state-owned enterprises, as at this stage of develop-

ment there are simply not enough competitive private sector firms to take on large, high-risk projects. 

Going against this logic, after the 80’s, dominant economic powers indirectly forced developing na-

tions to open up their economic borders and expose their economies to global competition, under 

‘orthodox’ policies as they were called.  

3.2. Neoliberalism and the erosion of economic patriotism 

Up until the 1980’s, state intervention and various forms of protective economic policies were 

quite visible in the global economy as it became clear from the previous subchapter. Economic pat-

riotism however, transforms and nowadays we definitely experience a different, less visible variant 

of it. This form, stems from what Chang calls the “do as I say, not as I did” (Chang, 2010) logic, an 

outcome the explicit forces of neoliberal driven economic globalization, through which dominant 

economic-power groups managed to gain excessive economic power, but also political influence. 

These power-groups consequently argued for the highly beneficial for themselves free trade and due 
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to their powerful bargaining position, successfully managed to shape economic policy according to 

their interests.  

But how did neoliberal globalization alter economic patriotism? While rooting back to the Mont 

Pelerin Society, neoliberalism truly flourished around the 70’s in the United States, when business 

groups became frustrated with state intervention, seeking to abolish themselves from state control. 

Based on principles laid out by intellectuals like Milton Friedman, neoliberals argued for a totally 

free market without any state intervention, totally free trade and profit maximization. According to 

the doctrine, all of this would eventually lead to the “common good”. From a theory, neoliberalism 

transformed into an ideology, being taught as the only ‘right’ way to go in economics and business 

schools over the last 40 years (Foroohar, 2020). In the United States, the pre-mentioned corporate 

statesmen became CEOs, while trade unions were eliminated as part of Reagan’s neoliberal reforms 

(György, 2019, 70.). Additionally, excessive privatization and deregulation preached as a no-brainer 

by the Washington Consensus and the famous WTO rounds added the icing on the cake.  

 

3. Figure: Global privatization and nationalization as a proportion of GDP 

Source: Voszka, 2018 

Going back to Chang’s “do as I say, not as I did” concept, the Cambridge economist argues that 

developed countries, while suggesting free trade and free market policies, these never really worked, 

by actually providing data on how this supposedly pro-growth doctrine reduced growth in several 

peripheral regions. One of the most iconic examples of neoliberal failure in developing economies, 

is the one of Chile and the “Chicago boys”, followers of Milton Friedman. The Latin-American ad-

venture of these neoliberal economists started in the early 70’s, when they served as advisors for 

Chilean dictator Augusto Pinochet. Taking control in 1973, after a decade of neoliberal reforms, in 

1983 unemployment rose from 4.3 to 22 percent, while GDP per capita in the country dropped by 19 

percentage points between 1982 and 1983. It was only after Pinochet got rid of his advisors that the 

economy rebounded, nevertheless neoliberal economists still claim that this was the result of their 

proposed reforms (György, 2019, 74.-75.).  
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Furthermore, Chang points out that international financial institutions such as the World Bank 

and the IMF, controlled by ‘rich’ countries, attached unfavorable conditions for developing econo-

mies at their financial aids and loans. Even though controversial for its content, John Perkins, former 

chief economist at Chas. T. Main, in his 2004 semi-autographical best-seller ‘confesses’ how the 

engineering consulting firm he worked for provided Third World countries with fake econometric 

models, so they would pick up loans and initiate large construction and engineering projects, of course 

undertaken by American companies. The United States managed to economically “colonize” devel-

oping nations, which eventually – saddled with debt – would be forced to crumble under American 

political pressure (Perkins, 2004). Perkins’ book showcases how the government, the corporate sector 

and international institutions collaborated to promote the country’s industries in a morally corrupt 

way. This example is a perfect demonstration of pointing out what falls out our theoretical framework. 

The neoliberal ideology definitely changed the notion of promoting the homeland’s interests, as 

state intervention and trade barriers were no more a feasible tool, therefore new methods needed to 

be pursued. One of them, the so-called “soft-power”, a notion developed by political scientist Joseph 

S. Nye is even used nowadays. Simply put, the concept involves around the idea that power cannot 

only be gained via wars and violence (hard power), but also with the ability to persuade others to 

want what we want without violence or money (Nye, 2004). Even in a more sophisticated way, the 

homeland can be promoted through “smart power”, the combination of the two (Nye, 2007). The 

notion of “soft power” has been excessively used by the United States and China over the last two 

decades, mainly through cultural influence.  

Additionally, due to the large interdependence of the markets and their tighter integration, ne-

oliberal globalization has created problematic patents and copyright protection laws as lined out pre-

handedly. Chang argues that patents and copyrights are innovations-killers, as they allow companies 

to enjoy monopolistic profits in the long-run, due to their massive extensions (Chang, 2010). Good 

examples are the “Mickey Mouse rule”, which increased Walt Disney’s protection of the cartoon by 

almost a century or the free trade agreement between the European Union and Canada, due to which 

the price of pharmaceutical products in the Northern American country can be more expensive by 12 

percent on average as a result of increases in patent protection (György, 2019, 114.). Therefore, free 

trade agreements are conducted between parties in order to extend their monopolistic protection 

power, which other than ironical is also hypocritical, considering the fact that they are the ones argu-

ing for competitive free trade. And since throughout the thesis the dominance of economic-power 

groups has been mentioned a couple of times, here are some honorable mentions of monopolies and 

oligopolies created by the free market.  

According to a 2014 list published by the Transnational Institute the revenue of some corpora-

tions is way bigger than the GDP of entire countries, hence some, if not all of these corporations 
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‘compete’ in markets where they basically have no competitor. Jonathan Tepper and Dennis Hearn 

in their 2018 book named “The Myth of Capitalism: Monopolies and the Death of Competition”, 

emphasize how uncompetitive has the global market become, by handing some examples. According 

to the authors, in most industries one or two players determine the market. For example, in the case 

of colas, its Pepsi and Coca-Cola, in the case of express mail its UPS and FedEx, for credit cards 

Mastercard and Visa dominate, Android and iOS dominate 98% of mobile operating systems and of 

course we have the Moody’s and Standard’n’Poor’s duopoly on credit rating agencies (Tepper, Hearn, 

2018).  

2. Table: Corporations that are more powerful than nations  

Source: Transnational Institute  

 

Neoliberal-driven economic globalization with its principles, laid down an economic realm per-

fectly suitable for powerful, wealthy nations and more specifically for their multinational corpora-

tions and their interests. Patents and monopolies do not allow developing economies to enter specific 
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markets and sovereign decision-making became more difficult, while rising inequality and divergence 

are on the same side of the coin too. Such outcomes, clearly put a burden on the backs of decision-

makers, who have limited space to interrupt neoliberalism’s triumphant achievements.     
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4. THE CONVERGENCE-DIVERGENCE DEBATE AND ECONOMIC PATRIOTISM   

The theory of economic patriotism is by no means popular amongst scholars and academics, 

therefore it usually absent from economic growth and convergence debates. The criticism surround-

ing the notion is indeed vast, since many – mainly liberal – political scientists and economists high-

light the dangers that it poses. Yet, these critiques continuously miss out that nearly all of today’s 

world’s developed economies at specific periods of their recent history utilized several elements of 

economic patriotism in order to emerge to the top as the previous chapter denoted. Besides, based on 

the foregoing analysis, someone could argue that even neoliberal economic policies which proclaim 

complete economic freedom and serve the most dominant political-economic interest groups and na-

tions, posed a form of economic patriotism. Another reasonable argument to put forward, is that eco-

nomic patriotism in the past operated as a means of growth or convergence, depending on the case 

studies we quote. Moreover, sound is the argument that the notion along with its transformation, was 

utilized to preserve the favorable position of the strongest actors. 

On this note, it is not striking that contemporary economic patriotism as described in the theoret-

ical framework has a tight relationship with convergence, which after the neoliberal ‘boom’ was pur-

sued throughout the pre-described tight global and regional integration, brought forward by globali-

zation. Such attempts have notably failed, hence, the ‘common good’ that this laissez-faire train of 

thought promotes should probably be reconsidered, however without demolishing its several positive 

elements and outcomes. As a matter of fact, today’s developed and industrialized countries use liberal 

economic patriotism as a means to retain their living standards, intervening in their economies in 

order to protect their national interest wherever and whenever they can. Taking into account recent 

examples, this chapter aims to conclude, that economic patriotism in its most contemporary variation 

can be an effective convergence tool, which does not undermine fundamental institutions that char-

acterize the world economy today.  

4.1. The Convergence-Divergence debate 

The theory of economic convergence or more commonly known as the “catch-up” effect, is a 

fundamental principle in the science of economics, stating that poorer countries tend to grow more 

rapidly than their wealthier counterparts, so that in the future convergence will eventually be 

achieved. The theory furthermore states that developing nations can converge to their peers via open-

ing up their markets and absorb all of its growth-friendly benefits, such as new technologies (Kenton, 

2019). The ‘catch-up’ effect is based on the well-known law of diminishing marginal returns, hence 

one reason to expect convergence is that workers in poor countries have little access to capital, so 

their productivity is often low and by increasing the amount of capital at their disposal by only a small 

amount can produce huge gains in productivity. On the other hand, countries with lots of capital – 
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and consequently higher levels of productivity – would enjoy a much smaller gain from a similar 

increase. 

The notion definitely proposes a sound argument about why should developing economies adopt 

free market policies, yet these should be carried out in a reasonable manner. A tight market intercon-

nection might open up opportunities for laggards to adopt novel know-how and develop, however 

foreign capital will not come as a good-will ambassador, but because of lower labor unit costs. Alt-

hough in an integrated free market such developments benefit consumers as squeezing profits reduce 

prices, less-skilled activities will most likely flow to lower-income countries resulting in large imbal-

ances (Collier, 2020). According to Rodrik, the sources of this easy “copycat” catch-up have long 

been exhausted (Rodrik, 2017), as developing nations managed to gain some boost from the techno-

logical outsourcing – mainly manufacturing – but at the same time got stuck at the bottom of the 

“smile-curve”, lagging behind in high value-added activities, hence development. 

In that respect, the notion of path-dependency provides a feasible explanation, suggesting that 

tighter integration mainly benefits actors who initially had a more favorable starting position. That is, 

by taking into account historical economic and political legacies, regional economic development can 

be accounted for by different trajectories, making the notion heavily influenced by the structuralists’ 

point of view regarding the core-periphery nexus (Gräbner, Heimberger, Kapeller, Schütz, 2019). The 

dualization of (European) economies into developed and developing thus, can be described as a result 

of different trajectories in terms of economic development, which by tighter integration resulted in 

structural polarization. These diverse trajectories obviously, contradict the political goal of conver-

gence, resulting in disintegration, rather than the former (Heimberger, 2020). That is a significant 

observation, especially regarding today’s economic-political environment in which integration has 

become a major feature of globalization (Savelyev, Smalyuk, 2019, 426.).  

Therefore, even though several empirical patterns suggested that convergence was a thing in 

terms of integration, trade, investment but also in basic macroeconomic indicators, in many cases the 

latter was achieved through accumulating debt or large current account deficits. The world is growing 

in general, however it is not growing “united”, as imbalances between living standards have grown 

significantly in the past 50 years (Johnson, Papageorgiou, 2019), which as argued pre-handedly, can 

be attributed to the explicit forces of neoliberal globalization and tighter interdependence of markets. 

Compliant with the previous chapters, evidence suggests that mainly after the 90’s, convergence in 

terms of per capita GDP was and is not a visible thing among nations (Derviş, 2018) and as pointed 

out subsequently, the same is the case within the European Union. 

Economic patriotism appears as a means to reconduct the problem of disintegration or divergence 

in a tightly interconnected economic-political context, where the role of the state has been 
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marginalized to the detriment of free market fundamentalism. Finding a healthy balance between the 

two is not an easy task, but many manage to fare.  

4.2. Liberal economic patriotism today 

“Capital has no nationality”, liberal economists used to say and neoliberal economists argue now-

adays. Amongst their arguments, privatizations, minimal state control, deregulation and free trade 

play a vital role too. These uncriticized principles, along with the ever-increasing tendency towards 

spatial and economic integration have been considered as a major factor of economic divergence so 

far. On the contrary, economic patriotism did not cease to exist throughout this time frame, rather it 

had been relegated to the background, making a comeback in the 21st century and mainly after the 

financial collapse of 2008. 

Economic patriotism after the turn of the millennium was probably firstly phrased out by French 

president at the time Dominique de Villepin in 2005, who argued against a hostile takeover of French 

company Danone by PepsiCo (Clift, Woll, 2012, 308.). But beyond that, France is protecting critical 

infrastructure from foreign takeovers since 2003, with the government being able to veto defense 

industry investments. The French law has actually been overviewed quite a couple of times and the 

government did not hesitate to block Enel’s takeover of Suez SA and Gaz de France (Aheam, 2006, 

2.) or denying Alstrom’s takeover from General Electrics in 2014, something that France’s economy 

minister Arnaud Montebourg embraced as “economic patriotism” (Schumpeter, 2014). Actually, as 

of 2014, the French government once again revised its foreign takeover law adding energy, water, 

transportation, healthcare and electronic communications to the column of critical infrastructure. But 

looking elsewhere around Europe, someone can encounter similar practices. In Germany, it is the so-

called “Volkswagen law” that protects the giga-carmaker from hostile bids since the early 21st cen-

tury, in Italy, the acquisition of Italian banks by foreign counterparts was blocked by the country’s 

Central Bank, Spain protected gas utility company Endesa SA from being bought by German Eon, 

with the Spanish government noting that it would do anything for the company to remain Spanish, 

while in Poland the merger of state-owned banks with Italian Uni-Credit and German HVB was de-

nied (Aheam, 2006, 2., 3.).  

The practice has also been put forward overseas, notably in Northern America. It is a well-known 

fact that the Obama Administration came up with the largest fiscal stimulus that the United States 

have ever seen throughout its history, worth of $ 800 billion, accounting for more than 5 percent of 

the country’s GDP (Klein, Staal, 2017). The American Recovery and Reinvestment Act (ARRA), 

even though planned to boost economic activity and create jobs, included large private sector benefi-

cials as noted by Clift and Woll, while it also focused on infrastructural investments. Furthermore, 

not so long after the crisis, both in 2012 and 2014, Obama himself – a democrat – called for “economic 
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patriotism” as a way for American economic growth (Tau, 2012, Peralta, 2014). University College 

London’s economist, Mariana Mazzucato, in her book named “The Entrepreneurial State: debunking 

public vs. private sector myths”, describes how people should thank the federal government, rather 

than venture capitalists and tech visionaries for private sector innovations observed the last couple of 

years (Mazzucato, 2018). As she points out, in the United States every major technological innovation 

in recent years traces most of its funding back to the government, citing some examples: The iPhone’s 

‘smart’ parts (GPS, Siri, touch screen) were advanced by the Defense Department, Tesla’s battery 

technologies and solar panels came out of a grant from the U.S. Department of Energy, Google’s 

search engine algorithm was boosted by a National Science Foundation innovation, while many in-

novative new drugs have come out of NIH research. But the story does not end here. The Committee 

on Foreign Investment in the United States (CFIUS), “is an interagency committee authorized to 

review certain transactions involving foreign investment in the United States and certain real estate 

transactions by foreign persons, in order to determine the effect of such transactions on the national 

security of the United States” (The Committee on… U.S. Department of Treasury, 2020), notes the 

country’s Department of Treasury. The Committee identifies 16 sectors as critical and protects them 

from speculative foreign investments, showcasing once again that a liberal market economy like the 

United States is a great example of liberal, covert economic patriotism.  

But the States’ northern neighbor, Canada, also protects companies critical for the function of the 

economy and broader society, with the Canadian government running a national security review for 

“dangerous” foreign investments. As of 2018, five foreign takeovers have been blocked by the coun-

try’s authorities, while as of the time of writing, seven more have gone to a national security review 

(Savona, 2020). A good example that demonstrates Canadian economic patriotism is the case of 

Aecon, a Canadian construction company that the China Communications Construction Company 

tried to acquire in 2018. The Canadian authorities strongly opposed the takeover because of the Chi-

nese firm’s majority ownership by the government and Aecon’s involvement in the building of infra-

structure critical to Canadian security (Snyder, 2018).  

Moving on to another liberal market economy, Australia also largely protects its critical indus-

tries. The Australian authorities identify finance, transport, energy, water management, health, food, 

communications, but also manufacturing and production chains – the country’s wealth-creating re-

sources – as critical infrastructure, while the government has also created a national security body to 

screen and mostly prevent foreign investments and takeovers of electricity market companies, real 

estate and ports. Lately, the establishment of the Critical Infrastructure Centre (CIC) took place, 

which since 2017 oversees suspicious foreign investment attempts, mainly stemming from China, 

giving the government access to approve or disapprove these.  
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Moreover, as mentioned in the first chapter, in the 21st century economic patriotism is expected 

to transform into ‘innovative patriotism’, while the definition of critical infrastructure broadens to 

other sectors as well. A 2018 Verified Market Research report, has highlighted that the global critical 

infrastructure protection market size is expected to grow from almost $ 132 billion in 2019, to more 

than $ 217 billion in 2027. According to the institute, one of the biggest push factors of this growth 

will be technology related to security as a result of increasing sophistication of cyberattacks (Global 

Critical Infrastructure…, Verified Market Research, 2018). But beyond that, as Price Waterhouse 

Coopers (PWC) points out in one of its reports regarding the future of the global economy, learning 

will be the new work, as technological change will transform the labor market and probably people’s 

attitude towards it (Five Megatrends…, PWC, 2016). Thereby, it is not only national security that 

makes data the ‘new oil’, but also its possible high added value and innovation potential, which could 

be granted for exports if used wisely.  

It is of any wonder therefore, that China, Germany, Indonesia, Russia, Turkey or Brazil have 

prevented their data from being stored abroad. According to Australians, even their processes and 

systems are a strategic tool, that is, a number of intangible assets that are all described with data. In 

Brazil, authorities force financial actors to store data locally, while Russia has banned the purchase 

of foreign software through public procurements and China forces foreign investors to hand over 

critical intellectual property in the case of electric cars.  

4.3. A recipe for ‘patriotic convergence’  

It is therefore clear, that the extraordinary attempt to achieve socio-economic cohesion via strong 

international integration based on free market principles in the past 40 years did not bear any fruit 

and at the same time developed nations all across the world violate the ever-lasting axioms of neolib-

eralism, by ditching liberal policy-making and intervening in their economies whenever they declare 

it necessary. Based on the existing evidence hence, the so-called periphery needs a patriotic prescrip-

tion for convergence.  

Firstly, since the periphery in general does not consist of large economies, it should strive to 

protect its critical infrastructure and concentrate its resources so that it can produce to the greatest 

extent possible all that is required for its survival. In other words, self-sufficiency to the greatest level 

possible is a key factor, obviously by taking into account and not violating the existing regulatory 

framework. This includes food, energy, raw materials, while strategic assets like airports and harbors 

or lately data, should remain in national hands. Dependency on external actors is not a fortunate thing, 

especially in the strategic sectors that determine the ability of an economy to function. 

Secondly, as the theory suggests, the ability to create domestically-owned global value chains is 

critical. For this to happen, market openness is initially necessary and clear rules, partnership and 
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trust between the government and investors is required. An economy such as those at the EU periph-

ery, should have direct access to international markets and global value chains in order to get access 

to the most developed know-how, so in the future it can master its own, striving to regroup the added 

value generated along these chains into the national economy. If an economy cannot have access to 

a marginal share, it is much more difficult for it to catch-up to others.   

Finally, to make all of this possible, the human factor cannot be excluded. Therefore, a strong 

and courageous government is required, which is able to sustain the pre-mentioned balances, while it 

also supports the interests of the electorate and not those of economic power-groups. Moreover, its 

economic policy should strive to create well-informed citizens and not be confined only to short-term, 

but also long-term goals, while at the same time it should take into consideration not only regional, 

but also global developments. This is how opportunities can be identified and sustainability can be 

assured in the future. Of course, this does not require it to be at any side of the political spectrum, but 

rather make it responsible against its citizens and generally the ‘patrie’.  
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5. VARIETIES OF CAPITALISM, ECONOMIC PATRIOTISM AND THE ‘TWO-

SPEED’ EUROPE 

Economic convergence has always been an explicit objective of the European Union, seeking to 

achieve socio-economic cohesion across its member states and regions. Under this principle, as de-

scribed in the previous chapter, relatively ‘poorer’ countries or regions would grow faster than the 

richer ones and consequently sometime in the future convergence would be achieved. The European 

Union as of 1986 had already set this as a main precondition for cohesion under article 130a of the 

Single European Act, which is considered the backbone of the European Structural Funds and the 

Cohesion Policy (Alcidi, Ferrer, Di Salvo, Musmeci, Pilati, 2018). Moreover, the EU from its heyday 

has been built around the construction of a Single Market, allowing the free movement of people, 

capital and goods (Johnston, Regan, 2017, 7.), which would eventually benefit all participants. What 

in the literature is called “the EU convergence machine” has worked for quite a long time, especially 

for new member states during the accession process, however after the financial crunch the engine of 

this ‘machine’ broke down (Bodewig, Ridao-Cano, 2019). Throughout the middle of the first decade 

after the millennium, convergence was a visible thing among EU member states (Palier, Ronvy A., 

Ronvy J., 2017, 4.), however after the crisis, the EU periphery and the semi-periphery, namely the 

so-called ‘new members states’ of the 2004-2007 enlargement procedure along with some southern 

European economies such as Greece and Portugal faced severe economic difficulties and since then, 

mainly the Visegrád group managed to restore robust economic performance. Real convergence in 

general, does not seem to be a thing among EU member states, not even as a trend. Palier, Ronvy A. 

and Ronvy J., call this discrepancy between the European ‘core’ and ‘periphery’ the “economic du-

alization of Europe” and argue that it was not the credit crunch that generated it. They suggest, that 

this “dualization” roots from structural imbalances, namely it is an outcome of different growth mod-

els observed within the European Union and more specifically in “northern”, “southern” and “east-

ern” Europe (Palier, Ronvy A., Ronvy J., 2017, 4.). 

In line with this, some other authors suggest that the crisis highlighted that convergence problems 

might actually be a structural issue, as integration does not necessarily lead to economic cohesion 

(Alcidi, Ferrer, Di Salvo, Musmeci, Pilati, 2018). This thesis argues, that divergence amidst the econ-

omies of the European Union stems from the structural inability of the EU to handle different growth 

models observed across its territory. These severe growth regimes can be analyzed and understood 

based on the theory of Varieties of Capitalism (VoC), which highlights the institutional arrangement 

of the various economies found within the EU and in this case, within a single market. In its analysis 

thereby, this thesis puts the European Single Market at its focus point, as it is considered a critical 

institution in the emergence of economic imbalances between EU economies. This approach provides 
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evidence, that ‘core’ economies are institutionally better-suited for the European Single Market than 

the ‘peripheral’ ones, resulting in tensions between the political-economic objectives of the two.   

5.1. Varieties of European Capitalism  

The theory of Varieties of Capitalism offers a rather influential approach to comparative political 

economy, shifting away from other similar dominant theories. Developed by Peter A. Hall and David 

Soskice, the notion examines how different institutional contexts shape corporate behavior and na-

tional strategies in order to compete with the global economy and advanced capitalist states (Hall, 

Soskice, 2008, 8.). The two scholars, placed firms and the spheres which with they develop their 

relationships at the center of their analysis, as they have seen them as “the key agents of adjustment 

in the face of technological change or international competition whose activities aggregate into over-

all levels of economic performance” (Hall, Soskice, 2001, 6.). The firms according to the theory, are 

not only the fundamental institution of capitalism, but also the institution which shapes the “charac-

ter” of the national economy. The VoC approach examines institutional differences and similarities 

across developed economies, however in a different way than it is used to in common institutional 

literature. The theory is based on investigating the institutional capacity in order to solve coordination 

problems in five separate spheres: industrial relations, vocational training and education, corporate 

governance, inter-firm (company) relations, internal structure (employees). On this basis, Hall and 

Soskice recognize two different types of market economies, namely Liberal Market Economies 

(LMEs) and Coordinated Market Economies (CMEs). 

The former, is characterized by the dominance of market relationships, which are usually based 

on enforceable and formal contracts. The role of the state is very minimal, mostly limited to creating 

opportunities for free competition and the role of trade unions is extremely limited too. This flexible 

market relationship is particularly suited for promoting strategies based on a high degree of innova-

tion. As a result, LMEs are performing well in high-tech sectors. This type of variant is most wide-

spread in Anglo-Saxon economies, with minimal involvement in economic processes and a low de-

gree of market regulation. In this type of market economy, coordination problems are solved through 

market mechanisms, namely demand and supply. Examples of such countries are the United States, 

Australia, or the United Kingdom (Hall, Soskice, 2001, 8., Bohle, Greskovits, 2012, 10.). 

The latter, is characterized by mutually agreed cooperative relationships where companies are 

subordinated to various non-market mechanisms. These may be state regulations on market flexibility 

or the need for collective bargaining by employees. In this case, the state has more power and the role 

of trade unions is also growing. Therefore, coordination problems in this variant are resolved through 

non-market mechanisms. As a result, CME countries tend to perform well in markets that require 

progressive, incremental innovation. This variation is observed, inter alia, in Scandinavian countries, 
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Germany and Japan (Hall, Soskice, 2001, 8; Bohle, Greskovits, 2012, 10). These two “ideal” types 

of market economies, different might they be, their differences are reinforced by “institutional com-

plementarities”, which constitutes a crucial element of the theory (Paraskevopoulos, 2017, 3.). The 

notion in essence, suggests that if the efficiency of one institution increases, the return of the other 

will increase as well. This also explains the different innovation patterns observed across the two 

variants.  

However, arguments have been made that Hall’s and Soskice’s dual classification cannot exactly 

fit other models observed throughout the European territory. For instance, the southern European 

states, namely Greece or Portugal, demonstrate some similarities to the Coordinated Market Econo-

mies, nevertheless are characterized by “statist” political economy (Paraskevopoulos, 2017, 3.). 

These market economies, have been recognized as the “Mediterranean type” (Hall, Soskice, 2001), 

Mixed Market Economies (MMEs) or due to the high intervention of the state this type has also been 

characterized as “state driven” (Boyer, 2005) or “compensating state” (Hancké, Rhodes, & Thatcher, 

2007). Belonging to the CME family, in this variant coordination is also based on non-market actors, 

nevertheless in this case, these actors do not use their capacities for autonomous coordination, instead, 

they lobby for state protection and compensation (Hassel, 2014, 6.), thus, these economies are marked 

by limited capacities for strategic coordination in the sphere of labor relations. Therefore, in this 

variant, institutional stability and development is not based on complementarities but on state inter-

vention which substitutes other means of coordination and as a major side effect state intervention 

“compensates” economic actors, rather than giving them incentives for competitive adjustment and 

development (Hassel, 2014, 9.). This is also a significant difference vis-á-vis Coordinated Market 

Economies, in which firms seek to restore and maintain competitiveness even by controlling labor 

costs, conversely, in Mixed Market Economies interests of economic actors play a primer role. This 

lack of competitiveness additionally, puts even more pressure on increase of compensation, hence 

interest groups practice more intensively their influence in order to maintain standards of living (Has-

sel, 2014, 10.). 

Not only the “statist” south European economies could particularly fit into the dualization of Hall 

and Soskice, but also the Central Eastern European states (CEE), which even though changed their 

political systems in the early 90’s, had to wait almost two decades to get included in the VoC litera-

ture. Andreas Nölke and Arjan Vliegenthart, are the first two scholars that recognized a new type of 

capitalistic model, namely the Dependent Market Economies (DMEs) of Central-Eastern Europe 

(CEE). As they point out in their 2009 paper, the dependent market economy type is characterized by 

the importance of foreign capital for the socioeconomic setup. This interpretation suggests, that 

DMEs have “comparative advantages in the assembly and production of relatively complex and du-

rable consumer goods, which is based on institutional complementarities between skilled, but cheap, 
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labor, the transfer of technological innovations within transnational enterprises and the provision of 

capital via foreign direct investment (FDI)” (Nölke, Vliegenthart, 2009, 672.). Nölke’s and 

Vliegenthart’s analysis focuses only on the Visegrad group, as it is considered that countries within 

the formation have similar socioeconomic institutions, however different from the Baltic states, the 

CIS, Slovenia or Romania (Nölke, Vliegenthart, 2009, 671.). Bohle and Greskovits recognizing that, 

emphasized that more capitalist variations can be found within the “Old continent”: a neoliberal var-

iation in the Baltic states, an embedded neoliberal one in the Visegrad countries and a neo-corporatist 

type in Slovenia (Bohle, Greskovits, 2007, 2012). Romania, consists a type of “cocktail capitalism”, 

combining features of different models (Cernat, 2001, 13.). 

The Varieties of Capitalism approach hence, provides incentives to understand how different po-

litical economies solve their coordination problems from an institutional point of view. On this basis, 

initially two different models (LMEs, CMEs) were recognized, however with the evolution of the 

notion, political scientists conducted deeper analysis suggesting the existence of several capitalist 

regimes. Within the European Union, several different capitalist models operate as it has been high-

lighted above. Based on their institutional arrangement, these different variations influenced countries 

to pursue different growth models (Hall, 2016, 4.), which along with the fundamental weaknesses of 

the Single European Market to handle those, explain the economic divergence within the European 

Union.  

Kohler and Stockhammer examined these different growth models observed across the block 

prior and after the crunch of 2008 accordingly to the notion of Varieties of Capitalism. Their research 

suggests that slight alterations can be observed in all growth models, but mainly in the case of the 

Central-Eastern European economies. In the north, where the Coordinated Market Economies lie, an 

export-oriented growth model has been established, with the better example for it being Germany. 

The institutional infrastructure of this capitalist variant allows it to apply this type of growth model, 

with high value-added exports and strong wage-settling institutions resulting in low unit labor costs, 

making exports even more competitive (Hall, 2016, 5.). This was the case before the crisis arrived in 

2008, with Northern European countries – but mainly Germany – experiencing strong export growth 

and accumulating massive current account surpluses (Kohler, Stockhammer, 2.). Yet again, the insti-

tutional capacity of CMEs contributed to that, as through collective wage bargaining Germany man-

aged to keep wage inflation low, reducing its wage share by almost 10% from the mid-nineties up 

until the Lehman collapse (Pogátsa, 2014, Chapter VII.). After the crisis, CMEs experienced moder-

ate growth, while Germany reinforced its export-driven growth model (Kohler, Stockhammer, 21.), 

therefore no significant change went underway.  

Contrary to the northern export-based variant, in Southern Europe, Mixed Market Economies 

followed a totally different strategy. Lacking the institutional capacity of the CMEs, these economies 
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could not fit for export orientation, as due to low wage bargaining ability, they undergo strong infla-

tionary pressure, therefore they rather pursued a demand-led growth strategy (Hall, 2016, 7.) at least 

prior to the crisis. This strategy, is based on economic growth strongly relying on expansion of con-

sumer demand, making it a suitable model for an economy with a vast number of small and medium 

enterprises (SMEs) (Hall, 2016, 7.). Before the 2008 shock, these economies were growing at an 

exceptionally decent rate along with satisfactory wage growth, but at the same time, they experienced 

large current account deficits due to their given strategy, with these deficits being mirrored by the 

pre-mentioned northern surpluses (Pogátsa, 2014, Chapter VII.). According to many political scien-

tists, these different political economies operating within a monetary union, which furthermore elim-

inated the exchange rate risk and did not allow southern countries to devaluate in order to restore their 

competitiveness (Pogátsa, 2014, Chapter VII.), is one of the main drivers of the Eurozone crisis. After 

the crunch, according to Stockhammer and Kohler, MMEs underwent a heterogenous recession, while 

in South-Eastern Europe, economies entered an austerity-driven depression (Kohler, Stockhammer, 

5., 21.). 

Finally, the Dependent Market Economies of Central and Eastern Europe, being largely depend-

ent on foreign direct investment (FDI), used foreign capital in order to achieve high growth levels 

after their transition to market economies in the 90’s (Kohler, Stockhammer, 3.). However, FDI was 

mainly concentrated in low value-added activities such as manufacturing, stemming primarily from 

‘developed’ Western-European economies, seeking to capitalize of the cheap but skilled labor found 

in the region. Even though accompanied by high growth in the first decade after the millennium, these 

economies suffered from high current account deficits in the run-up to the crisis (Kohler, Stockham-

mer, 3.). After the crunch however, a slight transformation can be observed, as the ‘Visegrad 4’ dis-

played remarkable development. According to Kohler and Stockhammer, the previous FDI-based 

model was replaced with a medium export sophistication variant, focusing on higher value-added 

activities (Kohler, Stockhammer, 22.-23.). However, as it will be argued later on, even though ex-

porting complex goods, their domestic added-value remains relatively low, making it rather difficult 

for these economies to compete with the continent’s economic heartlands.  

5.2. The “ideal” export-led growth model  

Back in the 18th century, with the appearance of classical liberalism, the winners of the previous 

mercantilist period – namely British industrialists and traders – sought to promote their exports, ar-

guing for independence from state control, thus promoting free trade. Adam Smith’s invisible hand 

theory came in handy in order to avoid state intervention at home, while David Riccardo’s compara-

tive advantage notion kept international trade free for the interest groups that gained an advantageous 

bargaining position throughout mercantilism (György, 2019, 47.-50.). With the neoliberal 
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counterrevolution of the 80’s, something similar happened, as large-scale deregulation, softening of 

trade rules and increasing privatizations took over as the mainstream economic policy, serving the 

most dominant economic interest groups (György, 2019). Free trade therefore, is primarily pursued 

by economies which have a comparative advantage in trading and can benefit from it the most. Studies 

already have highlighted, how ‘national champions’ invest a vast amount of money in lobbying in 

order to shape free trade agreements (Blanga-Gubbay, Conconi, Parenti, 2020), as in a totally free 

market, they are the ones to dictate and dominate. It is therefore not surprising, that these powerful 

economic actors shape the rules of the game in their benefit, using free trade as a cover. 

Within the European Single Market unfortunately, something similar is happening, as almost 

mercantilist policies are labeled as free trade, as in paper trade is actually free, but in a non-competi-

tive manner. The free movement of goods, capital, labor and services in such a – economically speak-

ing – large area, surely favors the export-led growth variant of the Coordinated Market Economies 

(Johnston, Regan, 2017, 7.), which have the institutional capacity to operate this type of regime as 

pointed out earlier. High value-added exports as a result of incremental innovation consist the engine 

of these economies. Going back a little to the first chapter and remembering the smile curve, it be-

comes evident that these exports stem from ‘national champions’ operating at the two brinks of the 

curve and at the same time, CMEs, home to these national champions, tend to keep these “pre-con-

struction” and “post-sales” activities at home (Grela, Majchrowska, Michałek, Mućk, Stążka-Gawry-

siak, Tchorek, Wagner, 2017, 36.) and not outsource them. As Johnston and Regan mention, the EU 

does actually promote this model as the “ideal type” of operating within the Union, pictured in Ger-

many (Johnston, Regan, 2017, 10.), Europe’s largest economy. According to the two scholars, inte-

gration facilitated an exponential growth in trade, thus it created winners and losers, while it also 

made exports become an influential part of politics, therefore, it is not surprising why CMEs pursue 

such strategies (Johnston, Regan, 2017, 7.). Moreover, the imbalance of the Single Market is further 

deteriorated by the Eurozone, which in itself does not fulfil the criteria of an optimal currency area 

(OCA) as described by Canadian economist Robert Mundell. With the introduction of the euro, the 

elimination of the exchange rate risk took place, while the southern Mixed Market Economies lost 

their ability to devaluate (Hall, 2012, 358.-361.) in order to restore competitiveness, thereby accumu-

lating large current account deficits, mirrored by huge surpluses in the ‘north’.  
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4. Figure: Current account balance as % of GDP 

Source: IMF 

If the Single Market, the Eurozone and EU integration in general would eventually lead to con-

vergence as the utopian vision suggests, there would be no need for redistributive initiatives such as 

the Cohesion Policy for instance. It is a fact, that the EU’s Cohesion Policy was a result of a political 

bargain between member states, serving as a compensation for smaller, economically less competitive 

nations that by joining the Single Market could not use their pre-existing tools in order to maintain 

their competitive nature. Additionally, even though EU’s structural funds aim to help the ‘periphery’ 

to develop and catch up to the ‘core’, according to former EU Commissioner’s, Günther Oettinger’s 

calculations, 70% of all cohesion payments boost the German economy (Szabó, 2019), as many of 

the investments for instance relying on these funds, requires equipment stemming for German capital. 

The same goes for Juncker’s initiative, the Investment Plan for Europe or the so-called Juncker Plan, 

which aimed to shrink down the investment gap in Europe after the 2008 crisis. As Herald Sander of 

the Cologne University of Applied Sciences points out, the plan itself would indeed favor large econ-

omies, which contribute more to the funding through their national promotional banks, so get back 

more in return (Sander, 2015).  

It is therefore not only the institutional infrastructure that aids Coordinated Market Economies to 

operate an export-led strategy, but also the political economic set-up of the European Union along 

with its policies that additionally provides solid basis for countries following these kinds of strategies. 

It should thus not surprise us, that Germany has been the biggest beneficiary of the Single Market out 

of all EU member states, along with other industrial heartlands, such as Austria and the Netherlands 

according to a report by the Bertelsmann Foundation (Gnath, 2019). As in all free trade agreements 

winners and losers are created by the eliminations of tariffs (Blanga-Gubbay, Conconi, Parenti, 2020) 

something similar happened with the establishment of the Single Market in 1992. The introduction 



 37 

of the euro just boosted the already existing competitive advantage of economies pursuing growth 

with exports and high current account surpluses, which of course in itself does not pose any problem. 

The struggles start, when this model prevails in cost of others, something that is the actual case within 

the EU.  

5.3. The ‘paradox’ of the European Single Market 

The European Single Market has been one of the fundamental notions of the European Union 

since its initial days. Under it, member states have the ability to freely mobilize the so called “four 

freedoms”: capital, goods, labor and services (Johnston, Regan, 2017, 7.). One could name it a small-

scale globalization or regionalization of trade, in which member states do not have the ability to im-

pose trade barriers, neither they are allowed to impose tariffs vis-á-vis others. However, the EU as a 

whole, operates as a customs union and it can impose barriers to trade against third countries. It aims 

at economic integration within its territory, seeking to create and EU-wide economy, through which 

economic convergence could eventually be achieved. Nevertheless, even though free trade might 

sound quite attractive, Karl Polányi, one of the most influential scholars of the 20th century, left 

probably his most important message to humanity, stating that it has to be very careful when expecting 

social goals to be met from the logic of the free market (laissez-fair), especially when free trade is 

conducted between states with different institutional infrastructure and within an imbalanced market-

place. In that case, integration creates winners and losers and cohesion cannot be successfully 

achieved. 

One of the previous subchapters began by highlighting that the ‘losers’ of early industrialization, 

adopted the theory of Marxism, as it would excessively support their viewpoints. The internationally 

modern applicable version is neo-Marxism, or structuralism, or dependency theory, which refers to 

countries that were the ‘losers’ of colonialism and later on modern day industrialization. Along with 

its following variants, Marxism is taken into account among the critical-theories, meaning that while 

it provides critics of the present situation, it does not offer any applicable solutions (György, 2019, 

58.). While this thesis refers to the EU periphery as “losers” of market integration, it does not aim to 

classify them along with Marxist standards, as these peripheral countries hold plenty of responsibility 

as well. Nonetheless, from the foregoing analysis, it becomes evident that different growth regimes 

within Europe, are not similarly thriving and actually have become quite difficult to handle along 

with EU integration (Johnston, Regan, 2017, 5.). As it was already pointed out, the EU promotes the 

export-led growth model as the ideal one, therefore, winners of deeper market integration are those 

nation-states which have the capacity to promote such a model, while the ‘losers’ are those states 

which lack domestic institutional infrastructure to operate as such. Additionally, convergence to the 

export-oriented growth model is nearly impossible for peripheral EU member states, as in order to do 
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that, they would have to undergo significant institutional change, resulting in serious economic and 

social costs (Johnston, Regan, 2017, 10.).  

Even though the EU itself supports redistributive policies such as the Cohesion Policy, these 

mainly serve the interests of core states yet again. This imbalance, can be attributed to the structure 

of the EU itself, which favors its ‘kernel’ that enjoys historical advantages and shapes the rules of the 

game according to its interests. Thereby, the only remaining option, the “way out” of this economic 

loop for the periphery, is through a bottom-up process, which is embodied in the notion of economic 

patriotism. According to Johnston and Regan, the growing opposition to the EU “is an outcome of a 

perception among electorates that the EU promotes ‘policy without a choice’” (Johnston, Regan, 

2017, 11.). They note, that this argument is not unfounded, as it is the outcome of the EU’s techno-

cratic attempt to promote such a model with its currently functioning institutional framework, creating 

direct competition among its diverse member states and consequently winners and losers (Johnston, 

Regan, 2017, 11.). Tensions between ‘winners’ and ‘losers’ led to the (re)emeregence of economic 

patriotism, which even though existed in disguise, started slowly gaining popularity after the arrival 

of the financial crunch and as this thesis points out, is a suitable means for development of the EU 

periphery.  
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6. ECONOMIC PATRIOTISM AND THE EUROPEAN PERIPHERY  

According to the structuralists’ interpretation of the global economy, trade is not fair, thus actors 

can be divided into core and periphery, with the former being the largest beneficiary and the latter 

suffering the loses that the former gain. While this viewpoint is partially legitimate, it misses a fun-

damental axiom that would make it something more than a critique and that is the sense of responsi-

bility. University of Toronto professor Jordan Peterson – an influential critic of critical theories – has 

many times rightfully mentioned that such Marxist-based ideologies do not result in any good as they 

lack the sense of responsibility, of doing something to correct our mistakes, improve and develop. 

This remark is extraordinarily important, as it highlights that playing the ‘victim-card’ is neither a 

reliable, nor a smart solution for our problems.  

The same applies for political economy. Finger-pointing is not a sufficient disentanglement and 

since EU convergence will not come as neither a top-down process nor by itself, it should be time for 

the periphery to act. This is what this thesis argues and probably another significant conclusion drawn, 

is that all theories can serve in order to the achieve a greater good if interpreted carefully and not seen 

unilaterally or in other words, ideologically. Therefore, while so far elements of structuralism, liber-

alism and mercantilism have been discussed, neither of these theories prevailed, but rather have been 

combined to reach a reasonable consensus. Perhaps economic patriotism itself, serves as a combina-

tion of theories, even though in a more sophisticated manner.  

This chapter seeks to highlight that the notion of economic patriotism is the optimal solution for 

the European periphery to catch-up to the core economies. While it argues that peripheral Europe was 

indeed a ‘victim’ of neoliberal policies and tighter European Integration, has the responsibility and 

the potential to thrive under the surrounding economic and political environment. This, by highlight-

ing specific case-studies which presented massive elements of economic patriotism in the last decade 

and as a consequence, have managed to indicate decent economic performance. Namely, the often-

criticized cases of Hungary and Poland will be taken into account, as well as the case of Portugal, 

providing evidence from both sides of the political spectrum, that economic patriotism relates strictly 

to economic policy and not ideological beliefs.  

6.1. A ‘loser’ of European Integration?  

Having referred to the ‘winners’ it is now time to mention the ‘losers’ of EU integration and 

market-fundamentalism. Obviously, it would be an unfounded argument to support that peripheral 

EU member states did not benefit from integration into a single market, however, it is true that they 

did not only lose certain economic ‘benefits’, but also space for political economic maneuvering as a 

result. Strong EU integration and single market supporters usually highlight the peremptory benefits 

of these institutions and reasonably thinking, there are a lot of them. The argument is not about if the 
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single market and free trade between market economies is beneficial and worth of pursuing or not, 

but how it is embodied in reality. What sounds good in theory does not necessarily work accordingly 

in practice and that is the case with the European Single Market, at least in its current way of func-

tioning.  

Probably, the biggest ‘losers’ of the deepening European economic cooperation are the Mixed 

Market Economies and mainly Greece which became the loci of the economic realm after the 2008 

global financial crunch. The VoC approach poses a valuable tool in explaining the emergence of the 

Eurozone crisis and Greece’s ‘less privileged’ position within not only the European Monetary Union 

(EMU), but also the Single Market. As already mentioned, the institutional construction of Mixed 

Market Economies led them to establish a demand-led growth model, which in itself does not neces-

sarily consist a faulty regime, however coexistence with different models within a deep economic and 

political integration proved it to be less competitive vis-á-vis its northern counterparts, who strongly 

relied on innovation and high value-added exports. Moreover, in the first decade after the turn of the 

millennium, while in Germany collective bargaining kept wages low – thus improving competitive-

ness – in Greece and in MMEs wages rose, making these economies an unattractive destination for 

foreign investments, as they are prone to wage inflation, while the state with its intervention does not 

strive to create a competitive environment, rather it compensates actors, with the power of trade un-

ions being low, however their influence remaining high (Hassel, 2014, 11.).  

While there are many approaches to explain the roots of the Eurozone crisis and Greece’s sover-

eign debt crisis within it, even if it was not for the crunch, the used theories highlight that outcomes 

would probably not be that bright. The financial ‘boom’ of 2008 was the icing on the cake, not to 

mention the neoliberal structural reforms or commonly known as austerity measures that were im-

posed on Southern-European states, leading to devastating results. Obviously, in the case of Greece 

it is important to emphasize that it entered the crisis in a worse condition than many of its counterparts, 

while being a laggard in terms of institutional, administrative and reform capacity, did not help it to 

manage the memorandums of understanding (MoUs) efficiently (Paraskevopoulos, 2017, 37.). At the 

same time, this should not be considered as an excuse for the strict austerity implied, as even the IMF 

admitted its wrong-doing in that case (Elliot, Inman, Smith, 2013). What makes things worst how-

ever, is the fact that structural reforms implied on the so-called “PIGS”, were a means for the Euro-

zone to bail out its largest financial institutions, namely banks such as BNP Paribas or ING (Pogátsa, 

2014, Chapter VII.). In a sum, harshly put, the already dominant ‘northern core’ used the institution-

ally weak to adapt ‘southern periphery’ to heal the financial wounds the crunch caused, made possible 

by the deep economic and monetary integration of MMEs into a Single Market and a monetary union 

respectively.  
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The case of Dependent Market Economies (DMEs) is a little different. First of all, contrary to 

Mixed Market Economies, these underwent radical institutional mutation at the 90’s transmitting 

from centrally-planned to market economies, while they also joined the European Union at a later 

stage, hence referring to them as ‘new member states’. Despite being late-comers, these states already 

at their transition period faced a vast amount of neoliberal pressure from the ‘West’ to proceed with 

large-scale privatizations and institutional adaptation. Bohle, demonstrates how this pressure shaped 

the foreign-capital based growth model in the CEE block, as neoliberalism and financial liberalization 

were heavily embedded in the Copenhagen criteria, while the EU was also pressuring for privatization 

of the strategic sectors of these countries (Johnston, Regan, 2017. 9.). Here of course, it is important 

to take into account the way privatizations were carried out.  

György in his 2019 book analyzed how privatizations in the Visegrad 4 were conducted through-

out the transition era of the 90’s. In that period, all of the ex-Soviet states underwent a serious crisis 

with some of them adopting the so-called shock therapy, namely quick and large-scale privatizations, 

while others took the gradual approach, allowing privatizations at a slower rate. According to György, 

while Hungary was considered a “model student” compared to its regional peers for adopting the 

‘shock therapy’, that strategy was not that successful in the longer run. That is, because the country 

rapidly sold all of its enterprises to foreign capital even in the strategic sectors, leading to a consider-

able market loss by domestic companies, minimizing Hungarian growth in the next years, while ad-

ditionally, the knowledge and expertise of professionals working in manufacturing technology indus-

tries was lost when they were forced to leave or change their jobs (György, 2019, 143.). One lesson 

that the first chapter clearly pointed out, is that powerful companies keep their high value-added 

activities at home, therefore Hungary under the neoliberal privatization textbook lost that opportunity, 

which eventually led the country to become dependent on the performance of foreign capital.  

The situation even though not so bad, was similar in other Central-Eastern European states. In 

the Czech Republic, due to lack of urgency of massive privatizations as a result of low sovereign 

debt, the government focused on keeping critical enterprises under state ownership for a decent 

amount of time, while it also prioritized the preservation of workplaces. Similar was the case in Po-

land, where probably the traditionally powerful trade unions prevented the massive lay-offs, while 

the government also focused on maintaining a decent proportion of companies under control (György, 

2019, 142.). This way or the other, the privatization scheme of the 90’s, indicates that neither the 

gradual approach, nor the shock therapy was an optimal solution, while no model outperformed the 

other on all counts, as they took place in different countries and different respects. Nonetheless, in all 

of these cases, state-owned enterprises pose only a small fraction, leading to the marginalization of 

the domestic sector, while foreign capital started gaining a rather important role, laying the 
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foundations for the FDI growth strategy these countries pursued in the following years (Johnston, 

Regan, 2017, 9.).  

Furthermore, the integration of these economies into the Single Market and later on to the EU 

was definitely beneficial for them, but it was more beneficial for the old, more powerful member 

states. While the Mixed Market Economies of the south were ideal export markets, these emerging 

economies were the ideal ‘production base’ for the most dominant actors. The privatization process 

pushed by neoliberal intellectuals was the first step, then with accession to a large free market, Cen-

tral-Eastern Europe became the ideal option for foreign capital to settle in. Relatively cheap but also 

skilled workforce, along with ‘model student’ behavior, closer distance to Europe’s economic engines 

and very comfortable tax rates, foreign capital and mainly FDI started dominating large-scale privat-

izations in the region, which without a doubt played a rather important role in their economic growth 

the last 20 years. However, the ‘smile-curve’ once again reminds us that high value-added activities 

are kept at home soil by companies, thereby it is no surprise that over these last two decades FDI 

inflow was concentrated around low value-added activities such as manufacturing for instance (Grela, 

Majchrowska, Michałek, Mućk, Stążka-Gawrysiak, Tchorek, Wagner, 2017, 36.), making these econ-

omies extremely dependent not only on foreign capital, but also on the performance of its senders. 

Central-Eastern European states therefore, can be called the backbone of European manufacturing, 

due to their tight integration with (global) value chains.  

This of course, probably beneficial in the short- to mid-term, in the long run, proved to be fatal. 

Thomas Piketty of the Paris School of Economics, described Central-Eastern European states as for-

eign-owned countries, highlighting that the balance between foreign and domestic ownership has 

been largely overturned, as multinational companies dominate these markets. According to his cal-

culations, between 2010 and 2016 the annual outflow of profits from the countries in the region, was 

much higher than the annual net transfers received from the European Union (Piketty, 2018). Piketty’s 

calculations highlight the importance of interpreting beneficial parties of the outsourcing activity tak-

ing place in Europe, as they show that the region generates much more income for Western European 

countries than it receives back as EU support. Additionally, these outflowing profits represent a sur-

plus in developed countries or flow into tax havens, which after the “smile curve’s sad lesson”, ex-

plains why developed states can pay their workers more (György, 2019, 151.). Piketty’s calculations 

actually refer to the post-crisis period, in which Central-Eastern Europe attempted to move to a more 

export-oriented growth model as it was pointed out. Nevertheless, even though exports have shown 

an increase – covering a large proportion of the GDP – they are still in low value-added categories, 

placed at the bottom of the smile-curve. Furthermore, the remarkable recovery after the crunch – 

which can partially be attributed to the patriotic economic policy followed in the region – resulted in 

the more rapid convergence of these economies to the ‘core’ of Europe, something that could be at 
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the cost of the so far existing competitiveness of these nations (Grela, Majchrowska, Michałek, Mućk, 

Stążka-Gawrysiak, Tchorek, Wagner, 2017, 44.), however we are far away from that, at least for now.  

 

5. Figure: Inflows vs outflows in Eastern Europe as % of GDP, 2010-2016 annual averages 

Source: Piketty, 2018  

The danger for these economies, is to get stuck on being Europe’s assembly plant for far too long, 

carrying out low value-added activities for ‘core’ economies, being placed at the bottom of a broader 

smile-curve. Therefore, the goal should be to achieve the highest added-value possible, something 

that so far has been done by attracting global value chains, however the ultimate goal should be to 

create own national champions. That is definitely not an easy task, especially today, when monopolies 

and oligopolies dominate markets around the world, nevertheless, as it is denoted in the next sub-

chapters, not only is it possible, but some governments in the region have already attempted to do so.  

6.2. Economic patriotism in the V4: The cases of Hungary and Poland  

So far it has been demonstrated how nearly all of today’s developed nations used the notion of 

economic patriotism to climb to the top, while they are still using it today to retain their powerful 

position. But in the last decade, economic patriotism appeared in the EU periphery too, probably at 

the structure’s most widely discussed and criticized region and collaboration, the ‘Visegrad group’ 

consisting of Hungary, Poland, Czechia and Slovakia. The criticism mostly evolved around other 

fields than economic policy, however measures taken for instance by the Hungarian government have 

been called “unorthodox”, while some invented the term of “Orbanomics”, mocking the infamous 

Hungarian prime minister for his policies.  

But regardless of its political context, Central-Eastern Europe has been the best performing post-

communist region, while it is also the most successful when it comes to achieving convergence to 

core member states. While many have claimed that this can be interpreted as a result of EU structural 

funds flowing into these states, this explanation is not sufficient enough and most probably aims to 
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discredit the local governments’ efforts. Another common explanation for this performance regards 

the institutional infrastructure and the geographical locations of these states, nevertheless this does 

not explain why they perform so well even after the financial crisis.  

Hungary and Poland have been the two most influential advocates of economic patriotism in the 

last decade, as according to many, have pursued East-Asia style interventionist strategies, which de-

spite the critics, proved to be quite effective for both. While usually analysis regarding the political 

economy in these cases is heavily politicized, this chapter focuses on economic policy individually, 

leaving ideological beliefs out of spectrum.   

6.2.1. Case study: Hungary’s ‘patriotic’ crisis management  

In the case of Hungary, as it has already been pointed out, the country throughout its transition 

period has been the mostly exposed to neoliberal reforms compared to its regional peers. But even 

after the turn of the millennium – with a two-year exception – a social-democrat government ruled, 

up until the outbreak of the financial crisis. While throughout the privatization of the 90’s the coun-

try’s ‘fortune’ was sold at ridiculously low prices, between 2002 and 2010, a mix of liberal and irre-

sponsible economic policy led to low activity and indebted households heavily burdened with for-

eign-currency loans (György, 2019, 210.-211.). These were the times, when the country was still 

considered a model student.  

When the crunch arrived in 2008, Hungary found itself in a terrible position, cumbered with large 

external and internal economic imbalances, with probably the biggest being the indebtedness of the 

households. This indebtedness by many economists has been characterized even worse than the one 

of Greece’s, as it burdened the private sector and was in foreign, more powerful currencies than the 

Hungarian forint, which under the influence of the crisis lost a decent amount of its value. Hungary 

received a bailout loan at the early stages of the crunch, granted from international financial institu-

tions and its left-wing government crumbled and stepped down under pressure, so for one year start-

ing from 2009, a technocrat, Bajnai Gordon would take the chair. The crisis management however, 

was led by the Orban government after 2010 and is a perfect demonstration of patriotic economic 

policy in practice, showing once again that the notion is applicable everywhere, every time. The crisis 

management can be concluded in three separate steps. 

The first one, was to set the debts on a downgrading path. One of the biggest vulnerabilities of 

Hungary when the country entered the crisis, was its really high debt, mainly on the external part. 

After 2010, one of the main goals, was the reduction of both government and external debt, as well 

as the restoration of balance to the budget deficit (György, 2017, 216.). Early in the office in 2010, 

the new government got to work in order to solve the indebtedness of the citizens. A law was imposed, 

which allowed Hungarians to repay their loans in favorable exchange rates and extra taxes were 
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charged on speculative multinationals, mainly banks (Hungary’s government…, 2014). The next step 

was the nationalization of mandatory private pension funds, which did not affect voluntary private 

pension fund payments, as actually the new policy measures supported them with tax deductions. The 

action, only had an effect on mandatory pensions funds (György, 2017, 225.), which in 2011 showed 

massive deficits. As a result, the budget deficit met a pretty big decline, so 2016 was the fifth consec-

utive year when Hungarian budget deficit remained under 3%, the Commission’s ‘magical’ bench-

mark number. The savings earned from this transformation were also spent on debt refinancing, lead-

ing the Hungarian government debt to decline from 80.5% of the GDP to 74.1% of the GDP between 

2010 and 2016, while as of 2016, the household foreign currency debt almost vanished, as it decreased 

by 99,5% (György, 2017, 225.). 

 

6. Figure: Hungarian budget deficit as % of GDP 

Source: OECD  

The second fundamental step, was to repay the IMF-EU loan. As mentioned earlier, Hungary 

received a bailout pack constructed by the IMF, the EU and the World Bank, including a € 20 billion 

loan. This package aimed to help the country avoid collapse of the currency, return to capital markets 

and refinance government and external debt. Despite the initial loan, which supposed to be € 20 bil-

lion, Hungary finally received only € 14.2 billion, € 8.7 billion from the IMF and € 5.5 billion from 

the EU. The interest rates on the amounts were 3.25% for the first two instalments and 3.625% for 

the third one, with repayments starting in 2011 (Financial Assistance…, 2017). Early in that year 

Hungary paid € 2 billion to the European Commission, however the massive repayments took place 

in 2012 and 2013, as the country paid € 3.3 billion and € 3.5 billion to the IMF respectively. With 

these repayments Hungary did not only extinguish its liabilities against the IMF, but also made the 

full repayment pre-schedule. Furthermore, in 2014, installments of € 2 billion to the European Com-

mission took place and the remaining € 1.5 billion were paid back in 2016 (Béke, 2016). But most 
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important of all, is the fact that after repaying its liabilities in 2013, Hungary did not want any more 

the involvement of the IMF. Since the 2008 grant, the government claimed that the Fund was getting 

involved too much in policy-making, with demands it found not to be right (Béke, 2016) and as a 

result, in the 2012-2013 negotiations for yet another loan, Orban’s cabinet ended up sending the IMF 

out of Budapest (Eger, 2015, 17.). 

 

7. Figure: The development of Hungary’s debt to the IMF and the EU (in million forints) 

Source: Hungarian Debt Management Agency (ÁKK) 

Finally, the government aimed to bring back a balance to the weaknesses observed in the domes-

tic sector. One of the main goals after 2010 was to increase activity, employment and savings, all 

three heavily influenced by the transition process. The first move was to introduce a flat tax, which 

became quite a questionable move. The goal was to reduce the taxation of employees and to burden 

the profit of speculative oligopolies or monopolies with higher taxes, as mentioned previously 

(György, Veress, 2016, 368-370.). This included a special tax on foreign companies, connected to 

their balance sheet, fluctuating between 0.15% and 0.50%, meanwhile a 2% VAT hike took place in 

order to improve the budget balance. Changes were also made in income taxation, which led to the 

reduction of the tax wedge. Moreover, the decrease of personal income taxes led to the increase of 

minimum and real wage between 2010 and 2016 and public work programs were launched, with the 

goal to lead inactive people back to work (György, Veress, 2016, 368-370.). According to an OECD 

economic survey published on May 2016, employment increased radically and unemployment has 

been cut by more than a third, largely because of these public work schemes (Hungary: May…, 2016, 

14.). Furthermore, the government tried to strike a balance between foreign and domestic ownership 

in the country. In order to achieve such a thing, Orban renationalized a decent part of the country’s 

critical infrastructure, while at the same time since 2013 it supports domestic SMEs with tax 
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deductions and favorable loans, resulting in the increase of domestic ownership and the reduction of 

the tax burden of the latter (György, Veress, 2016, 372.).  

 

8. Figure: Additional income flowing to middle class families as % of GDP 

Source: György, 2019, 108. 

Therefore, the Hungarian government with its scheme sought to generate a sovereign economy 

with autonomous policy-making, something that proved to be essential in managing the crisis. Obvi-

ously, not being a member of the Eurozone largely contributed to that effort, as the country could 

play with the exchange rate and had a totally independent central bank, nevertheless, these tools were 

utilized efficiently. But furthermore, such decisions shifted the economic structure away from ‘su-

percapitalism’ towards the market economy, a term that has been heavily and wrongly merged with 

the former nowadays. The goal is hence, to create an economy that benefits ‘insiders’ by increasing 

their wage share, giving enough space for domestic enterprises to develop and create a sustainable 

balance between foreign and domestic ownership based on the principles of economic patriotism. 

Beyond the crisis, the government continued and continues to follow a similar strategy, while it also 

has laid out specific goals for the future, compliant with the challenges lying ahead.   

Measures taken after the crisis management was over, include the further nationalization, or share 

acquisition of strategic enterprises, or the increasing ratio of domestic bank ownership (György, 2019, 

246.). In his early years at the office, the prime minister announced that at least 50% of the banks in 

Hungary should be domestically owned, so the government started acquiring some (Naczyk, 2014), 

a goal that was achieved as of 2019 and as of the time of writing, the ratio almost reached 60% (Oláh, 

2020). Moreover, through the extra taxes implied on rent-seekers, the government managed to redis-

tribute money to Hungarian families and reduce their tax burden, while it also aimed at welcoming 

investments from abroad that add value and benefit the national economy (György, 2019, 249.). Re-

garding the long-term plans, György, in the afterword of his book, outlines the “seven pillars” of the 
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future of Hungary’s patriotic economic policy. These pillars include clean, smart and sustainable 

energy independency, developing a clean country or building university-centered innovation ecosys-

tems and improving infrastructure (György, 2019, 250.-255.). Even though Hungary’s measures have 

been characterized “unorthodox” by numerous mainstream economists, even one of the most known 

and infamous institutions, the IMF, recognized its results. Benk Szilárd, Deputy Director of the Fund, 

highlighted that Hungarian-style economic policy is becoming the new mainstream and that the in-

stitution actually suggests it to other countries (Oláh, 2020).  

 

9. Figure: Financial source of additional income flowing to Hungarian families as % of GDP 

Source: György, 2019, 108. 

For a fact, Hungary recorded superb growth since Orban took office and since the 90’s, the period 

between 2014 and 2018 has been the first, in which growth was not accompanied by debt and current 

account deficits (György, 2019, 231.) and overall, the economy has started catching up to its Western 

peers at a decent rate. Actually, Hungary surpassed Greece in terms of GDP per capita and is in a 

tight race with Portugal as data from the International Monetary Fund suggests. Nevertheless, despite 

closing the gap, the Hungarian economy has still a long way to go and important to mention is also 

the fact, that growth in recent year has partially relied on EU structural funds.   

And of course, everything comes at some cost and especially that is the case with success. The 

devaluation of the Hungarian forint led to mass outflows of the country, with many seeking for work 

abroad, while in the case of the youth, the introduction of tuition fees in several universities led to the 

decreasing number of students and at the same time clashes between Budapest and Brussels have also 

been a frequent phenomenon. However, as noted, all of the developed nations utilized economic pat-

riotism for decades. The last ten years captured the initial steps for developing a successful economy 

in the future and straightly from a political economic perspective, Hungary managed to improve its 
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sovereignty in decision-making, laying strong foundations to achieve future goals, which actually 

comply with those of the European Union and further supranational abstract objectives.  

6.2.2. Case study: Poland’s economic patriotism    

Along with Hungary, Poland has been on the critical loci of many political scientists and econo-

mists, mainly for the similar standpoint of its Visegrad counterparts in debatable political issues. 

Indeed, economic patriotism has triumphed in the collaboration’s biggest economy, however in a 

different form than in Hungary, mainly as an outcome of political-economic disparities. As it will be 

noted, firstly, Poland did not enter any recession at all under the global financial crisis, while at the 

same time – vastly generalizing – the Polish economy happened to be in a ‘better’ condition as a 

result of (patriotic) strategic decisions made in the transition period and its aftermath.    

While both countries belong to the Dependent Market Economy family, at the years of transition, 

Hungary underwent the ‘shock therapy’ treatment as already remarked and as a result of EU institu-

tional pressure to abolish protection from state-owned firms, the ‘model student’ has completed its 

privatization procedure as of the early 00’s, while laws regarding takeovers of strategic companies 

relaxed too. Furthermore, while the Hungarian labor market lost nearly 30% of its jobs, that ratio 

fluctuated around 20% in Poland, while decisions-makers were reasonable enough to ask for a debt 

write off (György, 2019). Additionally, the Polish privatization process was more closely bonded to 

the notion of economic patriotism. Contrary to Hungary, the Polish government held a substantial 

stake in large, domestically owned enterprises before the financial ‘boom’ and even when Donald 

Tusk after 2007 claimed to complete privatizations, after 2010 he altered his position. The Polish 

State Treasury – the country’s privatization agency – collaborated with state-owned enterprises and 

introduced serious anti-takeover measures, while even though the renationalization of formerly pri-

vatized companies was not in plan like in Hungary, the “repolonization” of the banking sector re-

mained a serious thought among decision-makers (Naczyk, 2014). Tusk – a liberal politician – was 

highly influenced by his post-2010 economic advisor, Jan Krzysztof Bielecki, who once called state-

owned firms as “chicken who lay golden eggs”, citing the example of Nokia, which was initially 

state-owned, but soon modernized itself, following the example of Indian and Brazilian counterparts 

(Naczyk, 2014).  

The efforts of Poland did not stop there, as after 2015 the Law and Justice party (PiS) has been 

keen to promote and invest in local companies aiming to create globally competitive giants, while it 

is also protecting takeovers in many critical sectors. As the Warsaw Institute highlights in its analysis 

called “Giants Built on the Fundamentals of Economic Patriotism”, Polish companies, built by Polish 

capital have been performing exceptionally well lately, developing their products and services in Po-

land and afterwards modernizing, expanding their range to global markets, bringing in generous 
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amounts of profits for the national economy (Giants Built on…, Warsaw Institute, 2020). The institute 

highlights the example of Drutex, a window manufacturing company which was established 35 years 

ago and as of the time of writing has emerged among the best of the industry. The Bytow-based 

enterprise, does not only produce and distribute windows, but it also uses its own know-how and 

creates its research programs and IT solutions. What is more, it highly benefits the national economy 

by employing Polish staff and contributing to the state budget. Similar example are clothing and 

footwear giants, such as CCC, Big Star, Bytom, Badura, Cropp, Reserved, Gino Rossi, Lasocki, Vis-

tula, Wólczanka, or Ryłko and Wojas, who also export their apparel worldwide.  

The country moreover, is seeking to become a leader when it comes to e-mobility. Prime Minister 

Morawiecki in 2016 announced that up until 2025, there will be about one million electric vehicles 

on Polish roads and these should not be of foreign origin (Morawiecki: Electric mobility…, PaP, 

2018). At the same year, the government moved forward with Electromobility Poland, a state-con-

trolled joint venture established in October 2016 by four Polish power companies in order to achieve 

the former goal (Kość, 2020), namely, to become an electric-vehicle powerhouse in Europe. The 

country is already involved in e-bus production, while additionally gives home to a large EV battery 

plant (Taylor, 2018), seeking to make its presence known in what possibly constitutes one of the 

largest industries in the future. Most recently, the pre-mentioned state-controlled Electromobility Po-

land, has actually released its own electric car, named Izera, hoping to start production as early as 

2023 (Kość, 2020).  

Another great example of a large Polish multinational that happily accepts state aid, is CD Projekt 

Red, a video-game industry leader. At the time of the writing, the enterprise is the highest valued 

company on the Warsaw Stock Exchange (GPW), overtaking Poland’s biggest bank, while it also 

constitutes the largest gaming company in Europe (Wyrzyk, 2020). This is all, after the company’s 

huge success and best-selling “The Witcher 3” video game and the announcement of its new game, 

“Cyberpunk 2077”. With consumers enthusiastically awaiting the next Polish video-game hit, the 

government granted CD Projekt Red 7 million dollars in order to develop a robust product, that could 

be even more successful than the previous ones (Palumbo, 2017). What’s more, other gaming devel-

opers benefited from funding, including Techland. Once again, the government seems to be trying to 

develop domestically owned ‘champions’ that in the future could triumph in global markets in indus-

tries that show extraordinary potential and are constantly growing at rapid rates.  

All of this, captured by the so-called “Morawiecki Plan”, which aims to secure a sustainable and 

bright roadmap for the Polish economy in the following decade, with ‘national champions’ at the 

heart of it (Czepiel, 2016). The fiscal plan nonetheless, also aids start-ups, with the government being 

keen to invest vast sums in them and make them competitive at an international scale (Wedziuk, 

2016). It is thus not surprising, that Poland is considered amongst the best uprising tech-ecosystems 
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in Europe, with a strong talent pool (Cavallari, 2020) and a great business environment supported by 

the state, which led the amount of venture capital investment in the country peak in 2019, despite of 

the industry being at its early stage of development.  

 

10. Figure: Venture capital investment in Poland, millions of dollars 

Source: Dealroom.co, PFR Ventures 

Finally, the social policies followed in the country since 2015 cannot go unmentioned. The Law 

and Justice Party since its election in 2015 has introduced a set of generous family policies, mainly 

to face the demographic challenge that is plaguing the region. At the center of these, lies a family 

program (Family 500+) which grants 500 zloty (approximately 110 euros) for families with children 

under 18 from the second and onwards, while for low-income households, the social benefit is granted 

from the first child (Stubbs, Lendvai-Bainton, 2019). Already on that year, the government spent 

2,5% of GDP on family policy (Chapman, 2018) – the sixth highest in the EU at that time – while as 

a consequence of the initiative child poverty was radically reduced (Stubbs, Lendvai-Bainton, 2019). 

According to estimates, the program has added about 2-3% to disposable income per year to families, 

while it met an extension in 2019 (Fredriksson, 2019). Furthermore, other favorable social policies, 

such as abolishing income taxes for people under 26, rising pensions and lowering the income tax by 

1% for the general population, have boosted strong domestic consumption in a large market, which 

has been an important driver of Polish growth (Fredriksson, 2019). What is astonishing in that case, 

is that the country along with this generous welfare spending, has managed to keep its finances sound, 

with the budget deficit hovering around 2% of the GDP. 

Poland has been called by many the “growth champion of Europe”, as it has been probably the 

most successful in terms of convergence to Western Europe’s developed states. The GDP per capita 

since 1989 has increased at the most robust rate in the continent (Piatkowski, 2018) and according to 

the IMF data, it surpassed that of Greece and Portugal in 2019. What is more, the country has been 
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one of the fastest growing large economies along with some other Asian tigers and became the first 

post-communist nation to gain the ‘developed market’ status and join the FTSE Russel list of such 

(Piatkowski, 2018). And probably the most remarkable fact is, that the success of the Polish case 

came along with strong inclusion, as wages rose and employment increased, along with declining 

inequality and poverty (Aldaz-Carroll, van der Brink, Skrok, 2018).  

 

11. Figure: GDP per capita, current prices, PPP: international dollars per capita 

Source: IMF 

Can this all be attributed to economic patriotism? Of course not, as many factors dictated the 

Polish success. It is clear nevertheless, that a more patriotic stance of the Polish political economy 

since its ‘conservative’ privatization era, up until the recent national champion building has played a 

rather crucial role in achieving economic success. But most importantly, this success has to remain 

sustainable: Poland might have converged to ‘core’ states, yet, is still far from reaching their levels 

and of course still has various challenges to face. According to our theoretical framework, economic 

patriotism in the Polish case while aided Poland’s ‘golden age of growth’, most importantly is laying 

massive foundations for future convergence.   

6.2.3. ‘Authoritarian state capitalism’ or pragmatic policy-making?  

Hungary and Poland have probably been the pioneers of economic patriotism in the European 

periphery, which makes them a prime tiny laboratory, where the convergence problem is sought to 

be answered based on the rather questionable notion. Both of these states after the financial crisis of 

2008 implemented a patriotic strategy, nevertheless in different contexts. In Hungary, the practice 

functioned more like a reviving tool, trying to reconduct imbalances of the past, thus economic pat-

riotism took a more radical form, including the renationalization or share-acquiring in enterprises. 

Poland on the other hand, being in a much more ‘favorable’ position, conducted its patriotic economic 

policies somewhat differently. It is clear, that the country is seeking to elevate ‘national champions’ 
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that can compete in global markets in really competitive industries. Despite these marginal differ-

ences, what these states have in common, is the impetuous criticism they receive by the majority of 

their political surrounding, as many have doubted the legitimacy of the political economy followed 

in the region. 

According to Orenstein and Bugaric, the economic policy followed in Hungary and Poland was 

built on conservative developmental ‘statism’, as in both, the approach to the economy has notably 

been ‘populist’ in recent years. The two scholars note, that after the crisis “a nationalist, authoritarian 

populism, combined with a welfare chauvinist social policy” was followed, “promising to protect 

ordinary people from liberal elites and grow the economy based on economic self-rule and a con-

servative developmental state” (Orenstein, Bugaric, 2020). Similarly, Schnyder and Sallai are critical 

about ‘Orbanomics’, as in their opinion, the Orban government decreased the autonomy of the state 

and introduced ‘authoritarian shareholding’, something that made them characterize the case of Hun-

gary as “authoritarian state capitalism” (Schnyder, Sallai, 2020). Stubbs and Bainton in their joint 

paper have referred to the case of Hungary as illiberal and stated that Poland was functioning under 

conservative nationalism and an expansionist welfare agenda (Stubbs, Lendvai-Bainton, 2019). Over-

all, there seems to be a spite tendency towards the economic policies followed by the two states, but 

are such claims sufficient?  

In the case of Hungary, Voszka has claimed that the suspiciously increasing state-ownership ob-

served after 2010 did not necessarily serve as a crisis-reviving tool, but rather consists a massive 

element of Orban’s political-economic agenda. Indeed, even though her accusation is partially legit-

imate, she emphasizes that despite the radically increased government shareholding in recent years, 

that did not exceed the EU average (Voszka, 2018, 20.). The same applies for Poland, where the share 

of companies in which the state owns full or majority stakes is similar with that of Western European 

countries (Kozarzewski, Baltowski, 2019, 25.). The difference is, that there are numerous enterprises 

which on paper are private, but the state using various tools exercises control over them. One, for 

instance, is the law adopted by the Polish parliament on 2015, which gives the government the ability 

to stop foreign acquisitions, if these threaten strategic enterprises. Through this law, the government 

has blocked numerous transactions and managed to nationalize several power plants (Kozarzweski, 

Baltowski, 2019, 26.). This was the reason, that it created immediate turbulence before even its ad-

aptation, even though similar regulations exist in several EU member states, including Germany, 

France and Austria (Caramihai, 2016).  

Going back to Hungary, the controversial nationalization of private pension funds, was not only 

legal, but JP Morgan actually suggested Romania and Croatia to do the same, as according to the 

bank’s calculations this would reduce the debt of these countries by 3 and 18 percent respectively 

(Nationalization of…, Portfolio, 2018). Furthermore, the sectoral ‘crises taxes’ imposed on 
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speculative multinationals, which made them complain about being discriminated against, proved to 

be legal, as the European Court reinforced that they were totally compatible with EU law (Hungary’s 

sectoral taxes…, Hungary Today, 2020). Finally, all of the pre-mentioned malicious characterizations 

do not explain why businesses are keen to invest in the region. Scheiring Gabor, Professor of Eco-

nomics at Bocconi University in Milan, in one of his recent studies emphasizes that ‘Orbanomics’ are 

not near anti-liberal and anti-business, on the contrary, after 2010, the governmental policies in Hun-

gary increasingly drifted towards a more business friendly set of measures, welcoming foreign in-

vestments at a high rate (Scheiring, 2020). Actually, according to a recent research by Startups.co.uk, 

after Brexit, Budapest is considered the number one destination for start-ups (Watts, 2019), highlight-

ing not only the good business environment in the country, but also its innovation potential. If the 

given political-economic regime in Hungary would indeed be authoritarian as many suggest, busi-

nesses would most likely oppose to settle in.  

Summarizing, it is indeed true that both Hungary and Poland have clashed with EU institutions 

and their political surrounding about crucial and controversial issues, such as migration or the rule of 

law and in most of these cases, common was the finger-pointing from both sides. In fact, disagreeing 

is natural and such debates are in the nature of politics. Economic policy implied by the ruling gov-

ernments however, should not be taken into account with an ideological bias, but rather seen inde-

pendently. Even though the political context is verily important, it is also crucial to interpret economic 

policy on its own, in order to take away valuable lessons and identify mistakes. In Hungary and 

Poland, economic patriotism was truly practiced in a garish but also justifiable way, producing decent 

results. The hostile attitude towards political beliefs therefore, should not be a sufficient reason to 

throw away all the valuable lessons that these two cases provide.  

6.3. Portugal’s post-2015 patriotic recovery  

After the controversial cases of Poland and Hungary, another decent example of pragmatic eco-

nomic patriotism is the case of Portugal. The southern-European country along with Ireland, Greece 

and Spain was part of the “PIGS” nickname, as the crunch tore its economy totally apart and needed 

to rush to international financial institutions for help. Portugal’s crisis could be described as a hybrid 

combination of Greece’s and Italy’s, with the only difference, that it managed to overcome it more 

successfully than its southern counterparts.  

Before the financial crunch, Portugal – similarly to Greece – accumulated foreign debt at a large 

scale, while after joining the euro, its current account deficit ballooned and at the same time house-

holds became indebted with loans. As of the turn of the first decade after the millennium, the country 

found itself in a rather unpleasant position and concurrently Lisbon negotiated a € 78 billion bailout 

with the infamous ‘Troika’, along with austerity measures aimed for the 2011-2014 period. The 
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conservative Coelho government, which was in charge at that time, faithfully followed Troika’s ne-

oliberal recovery program, which – as in the case of Greece – included tax hikes, wage and pension 

cuts and budget constraints. Amongst the measures, working hours increased, state assets were pri-

vatized, holiday bonuses were forfeited, while wages and pensions were cut-off by 20% and welfare 

public spending met a significant decline too (Newell, 2019). As of 2014, the budget deficit fell to 

4,5% of the GDP from a staggering 11,2% recorded in 2011 and the current account balance also 

improved as domestic demand collapsed and corporations were forced to export. At the same time 

nevertheless, the public debt kept on rising, thousands of enterprises went out of business, unemploy-

ment skyrocketed to 17%, while youth unemployment soared to 40% leading many young – but not 

only – Portuguese to leave the country and find better luck abroad (Wise, Hall, 2019). Portugal, faced 

probably the worst recession in 40 years and as of 2014 was on the verge of social and economic 

collapse.  

 

12. Figure: General government gross debt as % of GDP 

Source: IMF 

It was only after 2015 that radical change took place, when Antonio Costa, who was the mayor 

of Lisbon under the years of the crisis, stepped into office. The center-left politician according to 

many was the mastermind behind Portugal’s economic recovery. Costa straight-forwardly ditched 

austerity by halting privatizations and tax hikes, restoring working hours and holidays and further-

more the prime minister increased pensions and wages, with the minimum wage showcasing a 20% 

increase just in two years. Of course, Costa’s drastic policy changes made him crush with Brussels 

for reversing spending cuts and allowing the deficit to reach 4,4% over the agreed 2,7%, however in 

2016 the Commission granted him a one-year deadline extension to comply (Wise, Hall, 2019). In-

deed, Portugal did not only comply, but Costa engineered a remarkable recovery. The country since 

then beat its deficit targets, GDP started increasing again, while tourism boomed with companies 
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showing better balance sheets due to cuts in VAT and taxes. Furthermore, public debt started declin-

ing, with the government being keen to reinvest its income and increase its welfare and infrastructure 

spending (Newel, 2019). Last but not least, unemployment fell to 6,7% and many Portuguese are 

encouraged to come back from abroad, with the Costa-government offering them even tax deductions 

(Wagner, 2018). Costa managed to bring Portugal back from the brink. Domestic demand once again 

increased, the business climate improved and Portuguese products and start-ups boosted their image, 

hence their exports (Newel, 2019). What is more, the recovery largely benefited vulnerable people 

and as Costa has pointed out, “sound public accounts are compatible with social cohesion”.  (Wise, 

Hall, 2019). 

 

13. Figure: Portuguese real GDP growth and unemployment rate, annual % change 

Source: World Bank, IMF 

Of course, many voices suggest that the ‘Portuguese miracle’ was not totally Costa’s accomplish-

ment. Some have argued that the country’s recovery can be attributed to the wider recovery of Europe 

for instance, while the IMF attributed the success to its own policies. Indeed, it has to be taken into 

account that Portugal entered the recession in a relatively better position than Greece and the rela-

tively high quality of its domestic institutional infrastructure and policy-adaptation capacity aided the 

previous government to efficiently complete the memorandum of understanding as early as 2015 

(Paraksevopoulos, 2017). Nevertheless, this is not a sufficient reason to discredit the post-2015 gov-

ernment’s efforts and taking into consideration that austerity massively failed in Greece and not all 

EU members states recovered at the same rate as Portugal, it becomes evident that Costa’s policies 

were actually quite effective. Yet again, there are reasons for caution. While the country showcased 

decent economic performance in recent years, the public debt remains one of the highest in the EU 

and the informal sector covers a large part of the labor market, giving plenty room for improvement 

for the upcoming prime ministers.  
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The aim of this subchapter thus, was not to describe the Costa government as an ultimate success, 

but to highlight that his administration adopted somewhat ‘unorthodox’ policies, with pragmatic eco-

nomic patriotism envisioned in them. What is more, Portugal’s case makes it obvious that economic 

patriotism can be implemented at all sides of the political spectrum and that it cannot be confounded 

with economic nationalism and other radical perceptions that the mainstream usually likes to empha-

size. Actually, in the southern-European nation it was a conservative government sticking to neolib-

eral reforms and a more socialist administration came in to apply policies more favorable for the 

‘patrie’, something that was the other way around in Hungary and Poland for instance.  
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7. CONCLUSIONS 

This thesis discusses the reemergence of the notion of economic patriotism in the realm of polit-

ical economy, after decades of triumphant market-fundamentalism and neoliberalism, along with its 

relevance to economic convergence. The main emphasis has been on the EU and its periphery, where 

the long-awaited economic cohesion as a consequence of spatial and political integration has not been 

achieved. While economic patriotism serves as an umbrella to highlight the contradictory flaws of 

today’s political-economic environment, the concept of Varieties of Capitalism (VoC) consists a key 

explanatory variable in interpreting fundamental reasons for the divergence observed across the ter-

ritory of the European Union.  

As a result of tight free-market integration in recent years, decisions-makers face the constant 

challenge of meeting the demands of their electorate in a diversified legal and regulatory, interde-

pendent economic environment, the goals of which constantly confute national ones. The VoC ap-

proach provides evidence, that the same is the case within the European Union, where the amalgam-

ation of different capitalist models, which follow dissimilar development trajectories into a single 

market, led to massive imbalances and allowed limited space for economic policy coordination, thus 

being a primer factor of divergence.  

Therefore, in order to satisfy the demands of the ‘patrie’, spatially elected political mandates have 

to become creative and maneuver between constraints and opportunities in this complex contempo-

rary era, which relegated the role of the state to the background. Historical evidence however vindi-

cates, that all of today’s developed nations and major supporters of free-market policies have used a 

mixed political toolkit, compliant with the notion of economic patriotism and actually they still do 

nowadays in disguise.  

Taking into consideration that such policy-making proved to be successful and it does not require 

any institutional change, it is argued that economic patriotism is an ideal denouement for the EU 

periphery to speed up the convergence process. In particular, that is proved by three case-studies 

located in the broader region – namely Hungary, Poland and Portugal – which in recent years have 

set the theory into practice, indicating greater signs of economic performance and consequently eco-

nomic convergence.   
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