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ABSTRACT 
Modern capitalism is not singular. There are varieties of capitalism in 

the contemporary world. This thesis aims to apply the Varieties of Capitalism 

approach developed by Hall and Soskice (2001) to the case of the Czech Republic 

and ascertain whether the Czech market economy is approaching a liberal or 

a coordinated ideal type defined by these authors. At the same time, such findings 

might provide an answer to whether the Varieties of Capitalism approach designed 

for advanced industrialized economies is fully applicable for analysis of a post-

socialist country that underwent a complicated process of economic and 

institutional transformation. 
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1. INTRODUCTION 
The “velvet” revolution in 1989 brought a significant change for the whole 

society of Czechoslovakia. Dictates of the ruling Communist Party were 

substituted by democratic forms of governance and market economics replaced 

centralized planning. The economic transformation was largely influenced by neo-

liberal policy aiming to liberalize, stabilize and privatize. However, this economic 

transformation, drawn by liberal principles and designed from the top, neglected 

the transformation of institutions.  

This master’s thesis, nevertheless, is not aiming to investigate the processes 

of economic and institutional transformation of Czechoslovakia, in particular the 

Czech Republic – such investigations have been already done by many other 

authors. I am interested in the present situation – in the contemporary market 

economy of the Czech Republic.  

Does the Czech Republic approach the liberal ideal type of market economy 

or the coordinated one as they have been defined by Hall’s and Soskice’s 

Varieties of Capitalism approach? This is the question which this master’s thesis 

tries to answer. 

Moreover, by ascertaining the market economy type of the Czech Republic 

this thesis might also provide a response to whether Hall’s and Soskice’s Varieties 

of Capitalism approach, designed for advanced industrialized economies, is fully 

applicable for analysis of a post-socialist country that underwent a complicated 

process of economic and institutional transformation.  

Why have I chosen exactly this approach? This approach places in the center 

of analysis firms and their interactions and relationships with other actors 

(employees, unions, other firms, investors etc.) in fixed ‘institutional settings’ of a 

particular market economy, and moreover, it focuses on choices made by 

companies on how to solve so-called coordination problems. This is examined in 

detail in the Theoretical Part. 

Furthermore, the Varieties of Capitalism approach emphasizes the 

significance of social policy to employers and their important role in the 

development of welfare states and in contemporary social policy-making. 
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Knowledge of whether the Czech Republic is a liberal or a coordinated market 

economy can then be useful for further analyses concerning employers and 

various social policy issues.  

This master’s thesis could – by outlining of the type of the Czech market 

economy – make the first step on a long course of investigations of mutual 

relations among employers’ strategies and social policy (especially labor market 

policy) measures in the Czech Republic.  
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2. THEORETICAL PART 
As has been outlined in the introduction, the crucial theoretical concept of this 

master’s thesis is Hall’s and Soskice’s Varieties of Capitalism approach (2001b). 

This approach is described in very detail in the second part of this theoretical 

section. But firstly, I explain more theoretically abstract roots and backgrounds of 

Hall’s and Soskice’s approach. I start with the new institutionalism theory as 

a conjunction of older institutional thinking and the theories of behavioralism and 

rational choice. Then, I briefly show different variants of the new institutionalism 

presented by Peters (1999) – Normative Institutionalism, Rational Choice 

Institutionalism, Historical Institutionalism, Empirical Institutionalism, International 

Institutionalism, and Societal Institutionalism.  

Hall and Soskice (2001b) come from a variant of the rational choice 

institutionalism (mainly North, 1990) and mostly from its subtheory – the 

actor-centered institutionalism (mainly Scharpf, 1997). See Chart 1 in Appendix 1 

for illustration of an interconnection between the discussed theoretical 

approaches. 

Both these approaches – rational choice institutionalism and actor-center 

institutionalism – are introduced in the subsequent particular subchapters where 

the used definition of institutions (institutional settings) is provided. In the 

subchapter of the actor-centered institutionalism it is also explained why it is not 

possible to analyze the institutional settings of particular market economy directly. 

Following Scharpf I remark that “the concept of the ‘institutional setting’ does not 

have the status of a theoretically defined set of variables that could be 

systematized and operationalized to serve as explanatory factors in empirical 

research” (Scharpf, 1997: 39). Instead of this, one is able to analyze these 

so-called ‘institutional settings’, which affects actor behavior and their interactions 

in a particular society, by means of the analyses of those actors and their 

interactions.1 

                                                 
1 In detail in the subchapter of Actor-Centered Institutionalism and in the Methodological Part.  
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In the second section of the Theoretical Part I finally develop Hall’s and 

Soskice’s Varieties of Capitalism approach in detail. I outline the basic terms: 

a firm-centered approach, coordination problems in five main spheres, institutions 

and organizations, a concept of culture, a concept of institutional advantage and 

a concept of institutional complementarities. Then, two ideal types of political 

economies – liberal market economies and coordinated market economies – are 

defined (Hall and Soskice, 2001a), and empirical cases of both these ideal types 

(the case of Germany as an example of a coordinated market economy and the 

case of the USA as an example of a liberal market economy) will be presented.2 

Lastly, the Theoretical Part shows divergences in employers’ strategies and 

preferences concerning, for instance, public and social policy, and especially 

employment policy, in different market economies. 

 

2.1 New Institutionalism 

However, firstly I start with a brief presentation of a more universal theory 

behind the Varieties of Capitalism approach – new institutionalism theory. 

New institutionalism is a relatively new theoretical perspective which can be 

seen as a modification of the older institutional thinking3 and its connection with 

the theories of behavioralism and rational choice (Peters, 1999; Hira, Hira, 2000). 

According to these two lastly mentioned approaches which are widespread 

and strongly influenced the political and social science research mainly during the 

1950s and 1960s, individuals have not been constrained “by either formal or 

informal institutions, but would make their own choices” (Peters, 1999: 1), in other 

words they have been regarded as fully independent actors.  

However, institutions matter, and the new institutionalism has been 

developed as a response to these individualistic approaches. As Peters stresses, 

“institutions do possess some reality and some influence over the participants, if 

                                                 
2 Subsequently, these empirical examples should help to decide whether the case of Czech 
Republic is approaching the liberal or coordinated type of market economy. 
3 “Political thinking [and social thinking too] has its roots in the analysis and design of institutions” 
(Peters, 1999: 3) and thus the political and social sciences should be focused on analyses of 
institutions. 
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for no other reason that institutional and constitutional rules establish the 

parameters for individual behavior” (Peters, 1999: 15).  

It should be pointed out that new institutionalism is not singular; there are 

varieties of the new institutionalism. Peters (1999) presents several miscellaneous 

approaches within this broader theory. In Peters’ terminology, there are the 

following: 

• Normative Institutionalism, represented primarily by March and Olsen 

(1989), is considered to be the root of the new institutionalism. This 

approach puts very strong emphasis on the norms and values of institutions 

as a means of explaining the behavior of individuals. The normative 

element of values and rules is strongly emphasized (and therefore the title 

of “normative institutionalism”). For March and Olsen (1989), “an institution 

is not necessarily a formal structure but rather is better understood as 

a collection of norms, rules, understandings, and perhaps most importantly 

routines” (quoted by Peters, 1999: 28).  

• Rational Choice Institutionalism considers institutions as a set of rules or 

a set of incentives in which individuals attempt to maximize their own profit 

or benefits. This approach is the core of my further analysis and therefore 

will be discussed in more detail later. As key representatives of this 

approach I can name North (1990) or Scharpf (1997). 

• Historical Institutionalism puts a stress on “the historical roots and legacy of 

institutions” (Menz, 2005: 212). This approach is based on the argument of 

“path dependency”; it means that political choices from the past largely 

influence contemporary and even future political decisions, or according to 

Skocpol (1992) “institutions continue to shape policy based on structurally 

institutionalized choices made in their design” (quoted by Menz, 2005: 212). 

Once the path has been chosen, it has to be followed. Of course, the 

direction may be changed but it requires some additional costs. As Peters 

says “if the initial choices made by the formulators of a policy or institution 

are inadequate, institutions must find some means of adaptation or will 

cease to exist” (Peters, 1999: 65).  
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As other representatives of this approach, besides Skocpol, I can mention 

for example Steinmo, Thelen, Longstreth (1992). 

• Empirical Institutionalism in political science states, according to Peters, 

that “the structure of government does make a difference in the way in 

which policies are processed and the choices which will be made by 

governments” (Peters, 1999: 19). 

• International Institutionalism deals with analyses of structured interactions 

between state-level institutions and helps to describe the behavior of 

individuals and states (Peters, 1999). 

• Societal Institutionalism explains the structure of relationship between 

a society and a state (Peters, 1999).4 

All of these “new institutional” approaches claim they stem from the 

institutionalism. Then, what makes them “institutional”? What have all of these 

diverse approaches got in common?  

Peters (1999) points out four main features of institutions common for all 

different approaches of the new institutionalism introduced above. Firstly, 

institutions are “in some way a structural feature of the society and / or polity” 

(Peters, 1999: 18). Such a structure can be formal, or informal. As examples of a 

formal one Peters suggests a legislature, an agency in the public bureaucracy, or 

a legal framework, and as examples of an informal structure it could be said, 

following this author, a network of interacting organizations or a set of shared 

norms (ibid.). “[…] an institution transcends individuals to involve groups of 

individuals in some sort of patterned interactions that are predictable based upon 

specified relationships among the actors” (ibid.). 

The second key attribute of institutions is “the existence of some stability over 

the time” (Peters, 1999: 18). On the basis of this stability it is possible to predict 

behavior.  

Thirdly, an institution must have an influence on behaviors of individuals or in 

other words “an institution should in some way constrain behavior of its members” 

(Peters, 1999: 18). 
                                                 
4 For more details about these particular approaches see Peters (1999). 
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Last but not least is that there should be some sense or relatively common 

set of shared values or incentives among the members of the institutions (Peters, 

1999). 

Despite these features which are common for all the different approaches to 

new institutionalism, each of these approaches has its own definition as to what is 

an institution, how are institutions created and changed etc.  

For purpose of this master’s thesis it is not necessary to present all these 

miscellaneous views but I focus on one of them – rational choice institutionalism. 

Why just on this approach? There are two reasons for this choice. Firstly, as 

mentioned in the introduction, the issue of this thesis is to ascertain whether the 

Czech market economy is approaching the liberal or the coordinated ideal type of 

market economy (Hall, Soskice, 2001b). This will be investigated by analyses of 

how employers solve coordination problems. In a very simplified way, I can argue 

that employers are expected to act to maximize their own utility; they are expected 

to act rationally. But they have to do it within a set institutional framework. This 

really basic and simplified presumption describes precisely a main idea of the 

rational choice institutionalism. Secondly and mainly, the Varieties of Capitalism 

approach (Hall, Soskice, 2001b) – which is a key for my further analysis and for 

answering the research question – stems precisely from rational choice 

institutionalism.5  

On the basis of these arguments, rational choice institutionalism has been 

chosen and I introduce it in the following subchapter of the thesis. 

 

2.1.1 Rational Choice Institutionalism 

Rational choice institutionalism is “heavily indebted to neoclassical 

economics and, as a consequence, assumes a certain relation between 

preferences, beliefs, resources, and actions” (Elster, 1987, quoted by Menz, 

2005: 213-214). But “unlike standard neoclassical models, institutions are 

                                                 
5 Nevertheless, I have to remark that Hall and Soskice (2001b) employ in their Varieties of 
Capitalism approach partly the historical and normative institutionalism as well. 
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considered to be independent variables in their own right, limiting individual 

rationality, and affecting the courses of societies” (Hira, Hira, 2000: 269). 

As Hira and Hira comment further, “the new institutionalism gives economic 

(rational) reasons for the existence and role of institutions in the societies – 

namely, to reduce transaction costs by internalizing them and by setting up 

standard rules of action” (Hira, Hira, 2000: 270). 

Institutions are defined, by the authors of this approach (for example North, 

1990, Scharpf, 1997, Ostrom, 2005), as “the rules of the game in a society or, 

more formally, are the humanly devised constraints that shape human interaction. 

In consequence they structure incentives in human exchange, whether political, 

social, or economic.” (North, 1990: 3) Such rules can be described, then, as 

“shared understanding by participants about enforced prescriptions concerning 

what actions (or outcomes) are required, prohibited, or permitted” (Ostrom, 

2005: 18, stressed by Ostrom). 

Thus, institutions help to reduce uncertainty by establishing and providing 

a stable structure to everyday life and to human interaction. They provide a stable 

meaning of making choices in an otherwise very uncertain world (North, 1990, 

Peters, 1999). Institutions dictate on the one hand what is prohibited in a certain 

society and on the other hand they also set up conditions under which individuals 

are allowed to carry out certain activities. In other words, institutions create 

a framework within which human interactions take place (North, 1990).  

Institutions can be both formal such as “rules that human being devise” and 

informal such as “conventions and codes of behavior” (North, 1990: 4). 

Following North, I should also make a distinction between institutions and 

organizations. “Like institutions, organizations provide a structure to human 

interaction. […] They are groups of individuals bound by some common purpose to 

achieve objectives.” (North, 1990: 4-5) According to Hall and Soskice who stem 

from North’s theory, organizations are “durable entities with formally recognized 

members, whose rules also contribute to institutions” (Hall, Soskice, 2001a: 9). 

How organizations evolve and run is strongly influenced by institutions, but on the 

other hand organizations affect how institutions evolve and change as well. 

Organizations may be political (for instance, political parties, a city council, 
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a regulatory agency), economic (firms, trade unions, etc.), social (community 

clubs, sport clubs, churches, etc.), or educational ones (schools, universities, 

vocational trainings centers, etc.) (North, 1990). 

As has been said already, “institutions are aggregations of rules that shape 

individual behavior” (Peters, 1999: 46), but individuals are – in the view of rational 

choice institutionalism – the central actors in this “game” (North, 1990) and they 

have to interact “within rule-structured situations” (Ostrom, 2005: 3). And they are 

expected to act rationally to incentives and constraints established by these rules 

with a purpose to maximize their own personal utility. “Institutions are a creation of 

human beings. They evolve and are altered by human beings; hence our theory 

must begin with the individual” (North, 1990: 5).  

To sum it up, “individuals are both constrained and influenced by the 

institutions or the rules of the game they take part in. They will have to adapt their 

strategies accordingly to maximize utility successfully.” (Menz, 2005: 214)  

 

2.1.2 Actor-Centered Institutionalism 

The above-mentioned placement of individuals into the centre of analyses is 

a key feature of actor-centered institutionalism, represented mainly by Fritz 

Scharpf (1997). It stems from “an integration of action-theoretic or rational-choice 

and institutionalist or structuralist paradigms” (Scharpf, 1997: 36). Actor-centered 

institutionalism proposes to “explain policy choices by focusing on the interactions 

among individual, collective, and corporate actors that are shaped by the 

institutional settings within which they take place” (ibid. 16). 

Scharpf assumes the same definition of an institution as has been presented 

above in the explanation of the rational-choice institutionalism; institutions 

(institutional settings) are, according to him, “systems of rules that structure the 

courses of actions that a set of actors may choose” (Scharpf, 1997: 38).  

The author distinguishes between “problem-oriented” and 

“interaction-oriented” policy research6 (see Scharpf, 1997: 10-12) and argues for 

an importance of the latter one. Despite the fact that the “interaction-oriented”, and 
                                                 
6 The domain of interaction-oriented policy research by Scharpf is shown in Chart 2 in Appendix 1.  
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at the same time actor-centered, approach requires empirical data “that must be 

collected specifically for each case than might be the case in neoclassical 

economics” and, thus, this approach has to be based on “intentional explanations 

that depend on the subjective preferences of specific actors and on their 

subjective perceptions of reality” (ibid. 37), it is not regarded as a total empiricism. 

Hence, it is not only about describing reality, but about its explanation too. Scharpf 

in this context emphasizes the important role of institutions7 for reducing empirical 

variance and he stresses “the influence of institutions on the perceptions, 

preferences, and capabilities of individual and corporate actors and on the modes 

of their interaction”8 (ibid. 38). Institutions, thus, set up “conditions for bounded 

rationality” and thereby establish a social or political space within which many 

various and interdependent actors can operate (Peters, 1999: 44).  

To sum it up by other Scharpf’s words: 

[…] institutions are the most important influences – and hence the most useful 
information – on actors and interactions, because […] the actors themselves 
depend on socially constructed rules to orient their actions in otherwise 
chaotic social environment and because, if they in fact perform this function, 
these rules must be “common knowledge” among the actors and hence 
relatively accessible to researchers as well.   (Scharpf, 1997: 39) 

 

However, Scharpf points out that the above-presented definition of institutions 

(and definitions of other authors too) are very abstract and vague. Therefore, he 

argues, “the concept of the ‘institutional setting’ does not have the status of 

a theoretically defined set of variables that could be systematized and 

operationalized to serve as explanatory factors in empirical research” (Scharpf, 

1997: 39, stressed by the author of this thesis) but this concept should be 

analyzed through an explanatory framework of the actor-centered institutionalism. 

Within this framework – which is, as it has been already mentioned, regarded 

as a useful means for better understanding of the ‘institutional setting’ and 

subsequently as a helpful tool for “developing politically feasible policy 

recommendations or for designing institutions” (Scharpf, 1997: 43) – it is supposed 

to be firstly identified the set of interactions, which produce the policy outcomes, 

                                                 
7 Instead of some so-called assumptions (see Scharpf, 1997: 36-43). 
8 It is illustrated by Chart 2 in Appendix 1. 
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then actors of these interactions, and so-called actor constellations and modes of 

interactions (ibid. 43-49).  

Actors, who can be individual, collective, or corporate,9 are “characterized by 

their orientations (perceptions and preferences) and by their capabilities” (Scharpf, 

1997: 51). From capabilities – which are defined “relative to specific outcomes” 

and include personal properties (humans and social capital, intelligence, etc.), 

physical properties (money, capital, land etc.), technological capabilities, or 

privileged access to information etc. – are, in the context of policy research, the 

most important “action resources that are created by institutional rules defining 

competencies and granting or limiting rights of participation, of veto, or of 

autonomous decision in certain aspects of given policy process” (ibid. 43). Actor 

orientations consisting of perceptions and preferences are not easy to 

conceptualize. Preferences, for example, are regarded as too complex concept, 

and therefore Scharpf suggests disaggregating it into four simpler components – 

“interests”, “norms”, “identities”, and “interaction orientations” (ibid. 63).10 

By various combinations of actor constellations and mode of interaction 

Scharpf explains what is meant by a game in expression “rules of a game” (see 

above the definition of the institution by North). “The constellation describes the 

players involved, their strategy options, the outcomes associated with strategy 

combinations, and the preferences of the players over these outcomes” (Scharpf, 

1997: 44, stressed by Scharpf); in other words, the actor constellations are my 

knowledge about actors who are involved in particular policy or social interactions. 

Nevertheless, as Scharpf remarks, “the constellation thus describes the level of 

potential conflict, but it does not yet include information about the mode of 

interaction through which that conflict is to be resolved – through unilateral action, 

negotiations, voting, or hierarchical determination”11 (ibid. 72, stressed by the 

author of this thesis). 

For a purpose of this thesis it is important to remember that institutions, as 

systems of rules structuring human interactions, are very abstractly defined and it 

                                                 
9 Scharpf (1997) provides definitions of individual, collective, and corporate actors in Chapter 3. 
10 For more details about preferences and perceptions see Scharpf (1999: 63-66). 
11 Scharpf discusses all these mentioned modes of interaction (unilateral action, negotiations, 
voting, or hierarchical determination) in very detail in Chapters 5-8 (Scharpf, 1997). 
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is not possible to make a complete systematization of them12 and operationalize 

them to provide an explanatory framework for empirical research. However, as has 

been pointed out already, institutions strongly influence individual and corporate 

actors and their interactions, and to draw conclusions from this statement, one can 

analyze so-called ‘institutional settings’, which affects actor behavior and their 

interactions in a particular society, right by means of the analyses of those actors 

and their interactions. 

This very abstract theoretical concept has been applied by Hall and Soskice 

(2001b) in their Varieties of Capitalism approach. The following – and for further 

analyses crucial – part of the Theoretical Part introduces this approach in very 

detail.  

 

2.2 Varieties of Capitalism Approach13 

The Varieties of Capitalism14 approach developed by Hall and Soskice 

(2001b) stems from Scharpf’s actor-centered institutionalism, presented above. 

While in Scharpf’s interpretation the actors may be various (individuals, firms, 

                                                 
12 “A complete systematization would have to account for the full range of legal rules – including 
public international law, conflict of law, the law of international organizations, national constitutional 
law, election law, parliamentary procedure, administrative law and administrative procedure, civil 
law and civil procedure, collective-bargaining law, labor law, company law, and so on – and it 
would have to include the full range of informal rules, norms, conventions, and expectations that 
extend, complement, or modify that normative expectations derived from the “hard core” of formal 
legal rules.” (Scharpf, 1997: 38)  
13 It should be remarked on this place that the Varieties of Capitalism approach is not only one. 
Hall’s and Soskice’s approach has been criticized by some authors (for instance, Lane, Myant, 
2007) for the reason that their analysis considers only one features of capitalist economies – the 
coordination process of firms. According to the critics, “the industrial profile (high-tech, primary 
producers) exposure to the world economy, the ‘driving forces’ (companies, classes, the state) of 
accumulation, the forms of innovation and education, as well as types of ownership and control 
provide other criteria” (Lane, 2007: 18). For instance, authors as Amable (2003) or Coates (1999) 
include such criteria in their analyses of “diversities” (Amable) or “models” (Coates) of capitalism. 
However, I have chosen to employ the approach developed by Hall and Soskice. There are two 
reasons for that. Firstly, I appreciate precisely this approach for its placement of firms into center of 
analyses. Considering the possible follow-up of this study in direction of analysis of employers’ 
preferences towards social policy in the Czech Republic, it is obvious why Hall’s and Soskice’s 
firm-centered approach concerning employers’ coordination problems has been picked out. 
Secondly, multi-criteria analyses suggested by other authors would be too demanding and exceed 
capabilities of this master’s thesis.  
14 Following Lane, I define “modern, really existing, capitalism as: a system of production taking 
place for global market exchange, utilizing money as a medium which determines differential of 
income, levels of investment and the distribution of goods and services; productive assets are 
privately (collectively or individually) owned, and profit leading to accumulation is a major motive of 
economic life” (Lane, 2007: 16). 
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producer groups, governments etc.),15 Hall and Soskice argue that key actors in 

political economy researches are firms.16 Their approach is a firm-centered one.  

The authors take firms “as actors seeking to develop and exploit core 

competencies or dynamic capabilities understood as capacities for developing, 

producing, and distributing goods and services profitably” (Teece and Pisano, 

1998, quoted by Hall, Soskice, 2001a: 6, stressed by Hall and Soskice).  

Like Scharpf, Hall and Soskice put into the center of analyses the actor’s 

interactions. As they say “because its capabilities are ultimately relational, a firm 

encounters many coordination problems” (Hall, Soskice, 2001a: 6). Therefore, 

a firm’s accomplishment and prosperity depends on its interactions or, in Hall’s 

and Soskice’s terminology, on its relationships with various actors.  

The authors concentrate on “five spheres in which firms must develop 

relationships to resolve coordination problems central to their core competencies” 

(Hall, Soskice, 2001a: 6-7): 

• an industrial relations sphere, concerning questions of how to “coordinate 

bargaining over wages and working conditions” with their labor forces, with 

organizations representing labor forces, and with other employers as well, 

• a vocational training and education sphere, within which employers deal 

with problems of “securing a workforce with suitable skills, while workers 

face the problem of deciding how much to invest in what skills”,  

• a corporate governance sphere, regarding issues of access to finance in 

the employers’ point of view and issues of assurance of returns of their 

investments in the investors’ point of view,  

• an employees’ sphere, dealing with the employer’s problems concerning 

a guarantee that “employees have the requisite competencies and 

cooperate well with the others to advance the objectives of the firm”, 

• a inter-firm relations sphere, concerning the relationships of a company with 

other enterprises, both suppliers and clients (Hall, Soskice, 2001a: 7).17  

                                                 
15 “[…] each of whom seeks to advance his interests in a rational way in strategic interaction with 
others.” (Scharpf, 1997, quoted by Hall, Soskice, 2001a: 6) 
16 Firms, companies, employers and enterprises are, for a purpose of this thesis, equipollent terms. 
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Solving these coordination problems by employers depends withal on the 

institutional settings of particular political economies in which firms operate. Two 

ideal types of political economies – liberal market economies and coordinated 

market economies – defined by Hall and Soskice (2001b) and empirical cases of 

both these ideal types will be presented below but firstly I need to define basic 

terms and describe key concepts of the Varieties of Capitalism approach which 

I use. 

 

2.2.1 Basic Terms and Concepts of Varieties of Capitalism 

Approach 

In this subchapter, I return to North’s definition of institutions and 

organizations, I attach a concept of culture and afterwards I introduce Hall’s and 

Soskice’s main concepts of institutional advantage and of institutional 

complementarities. 

 

2.2.1.1 Institutions, Organizations, Culture 

“Institutions, organizations, and culture enter this analysis because of the 

support they provide for the relationships firms develop to resolve coordination 

problems” (Hall, Soskice, 2001a: 9). The authors follow rational choice 

institutionalists, and especially North (1990) and his definitions of institutions and 

organizations (see above the part of Rational Choice Institutionalism). As has 

been mentioned already, institutions as systems of rules help to reduce 

uncertainty concerning the behavior of the other actors during the solving of 

coordination problems by firms. Ostrom (1990) remarks in this context that 

institutions provides capacities for: 

• the exchange of information among the actors, 

• the monitoring of behavior,  

• the sanctioning of defection from cooperation efforts (quoted by Hall, 

Soskice, 2001a: 10, stressed by Hall and Soskice). 
                                                                                                                                                    
17 See below practical examples of problems that firms have to solve in each of these spheres. 
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However, I have to consider not only formal institutions, but informal ones 

too. Hall and Soskice note that in multi-player games multiple equilibria have to be 

achieved during coordination problem-solving. The authors follow March’s and 

Olsen’s theory of normative institutionalism and argue “what leads the actors to 

a specific equilibrium is a set of shared understandings about what other actors 

are likely to do, often rooted in a sense of what it is appropriate to do in such 

circumstances” (Hall, Soskice, 2001a: 13). These informal rules or shared 

understandings are “important elements of the ‘common knowledge’ that lead 

participants to coordinate on one outcome, rather than another, when both are 

feasible in the presence of a specific set of formal institutions” (ibid.). In this sense, 

history and culture, defined as “a set of [these] shared understandings or available 

‘strategies for action’ developed from experience of operating in a particular 

environment”, play important roles too (ibid.). 

In this point, Hall and Soskice take up the historical institutionalism approach 

and stress how institutions are bounded to history, on the one hand – “they are 

created by actions, statutory or otherwise, that establish formal institutions and 

their operating procedures” – and, on the other hand, “repeated historical 

experience builds up a set of common expectations that allows the actors to 

coordinate effectively with each other” (Hall, Soskice, 2001a: 13). 

To reinforce the importance of institutions, organizations and culture for 

Varieties of Capitalism approach outlined above, the next subchapter describes 

the other two institutionally significant concepts of this approach – the concept of 

institutional advantage and the concept of institutional complementarities. 

 

2.2.1.2 Concepts of Comparative Institutional Advantage and of Institutional 

Complementarities 

Hall and Soskice present the concept of institutional advantage as “a theory 

that explains why particular nations tend to specialize in specific types of 

production or products” (Hall, Soskice, 2001a: 37). In their point of view, the basic 

idea of this concept is,  

[…] that the institutional structure of a particular political economy provides 
firms with advantages for engaging in specific activities there. Firms can 
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perform some types of activities, which allow them to produce some kinds of 
goods, more efficiently than the others because of the institutional support 
they receive for those activities in the political economy, and the institutions 
relevant to these activities are not distributed evenly across nations.  

(Hall, Soskice, 2001a: 37) 
 

In other words, “institutions matter to the efficiency with which goods can be 

produced” (Hall, Soskice, 2001a: 37) and they might condition production growth 

and technological development (ibid.). Differences in institutions, then, mean “the 

primary reasons for differences in economic outcomes” (Hira, Hira, 2000: 269) as 

well as reasons for distinctions in social policies in similarly economically 

developed countries (in further detail below). 

Thus, particular national institutional frameworks “provide nations with 

comparative advantages in particular activities and products” (Hall, Soskice, 

2001a: 38), and it is the result of different institutional supports for coordination 

problem-solving between countries. Comparative institutional advantages may 

influence various spheres of employers’ decision-making, concerning for instance 

preferences of different types of innovations, or labor force skills (Hall, Soskice, 

2001b). 

The second concept of Hall’s and Soskice’s Varieties of Capitalism approach 

is a concept of institutional complementarities. According to this concept, “two 

institutions can be said to be complementary if the presence (or efficiency) of one 

increases the returns from (or efficiency of) the other” (Hall, Soskice, 2001a: 17). 

Thus, I can say that institutions of a particular political economy reinforce each 

other. Such an idea has far-reaching implications for analyses of coordination 

problems and interactions between actors and then, by means of it, for analyses of 

institutional settings. Hall and Soskice argue that “nations with a particular 

coordination in one sphere of the economy should tend to develop complementary 

practices in the other spheres as well” (ibid. 18). This presumption can be applied 

as a hypothesis – if coordination problems in one of the above-described spheres 

tend to be solved in particular ways, I can suppose that the coordination problems 

of the other spheres would tend to be solved by similar kinds of activities. 

Concrete examples of institutional complementarities are shown in 

the following part which firstly presents Hall’s and Soskice’s typology of political 
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economies based on their Varieties of Capitalism approach and subsequently 

brings out in detail the empirical cases of these two ideal types of political 

economies, the case of Germany as an example of the coordinated market 

economy and the case of the USA as an example of the liberal market economy 

(Hall, Soskice, 2001a). 

 

2.2.2 Two Ideal Types of Political Economies Based on the 

Varieties of Capitalism Approach 

Hall and Soskice (2001b) distinguish between two types of political 

economies – liberal market economies (LMEs) and coordinated market economies 

(CMEs). Such a distinction is based on analyses of how particular national political 

economies “resolve coordination problems they face in [above defined] five 

spheres” and these two types of political economies, LMEs and CMEs, “constitute 

ideal types at the pole of a spectrum along which many nations can be arrayed” 

(Hall, Soskice, 2001a: 8).  

These two ideal types are specified by Hall and Soskice (2001a) as follows: 

In liberal market economies [LMEs], firms coordinate their activities primarily 
via hierarchies and competitive market arrangements. […] Market 
relationships are characterized by the arm’s-length exchange of goods or 
services in a context of competition and formal contracting. In response to the 
price signals generated by such markets, the actors adjust their willingness to 
supply and demand goods or services, often on the basis of the marginal 
calculations […] 

In coordinated market economies [CMEs], firms depend more heavily on 
non-market relationships to coordinate their endeavors with other actors and 
to construct their core competencies. These non-market modes of 
coordination generally entail more extensive relational and incomplete 
contracting, network monitoring based on exchange of private information 
inside networks, and more reliance on collaborative, as opposed to 
competitive, relationships to build the competencies of the firm.  
    (Hall, Soskice, 2001: 8, stressed by Hall and Soskice) 
 

Wood (2000) remarks that CMEs are characterized by “networks of formal 

and informal linkages between firms, and between firms and other economic 

actors (such as banks and trade unions), which facilitate the supply of collective 

goods involved in industrial production” (Wood, 2000: 376-377). Such collective 

goods may be “the supply of transferable skills, the provision of long-term finance, 
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technological innovation, and industrial peace” (ibid. 377). On the other hand, 

LMEs do not involve “comparable level of capital coordination, and in 

consequence are unable to supply similar collective goods” (ibid.).  

Hall’s and Soskice’s typology of Varieties of Capitalism is based on the 

argument that “the incidence of different types of firm relationship varies 

systematically across nations” (Hall, Soskice, 2001a: 9). In some political 

economies, firms more often use “non-market modes of coordination” to manage 

their activities, whereas in others, firms tend to use “market modes of coordination” 

instead (ibid. 38). It is conditioned by a level of institutional support for a particular 

political economy available either for market, or for non-market mode of 

coordination. “In any national economy, firms will gravitate toward the mode of 

coordination for which there is institutional support.” (ibid. 9)  

At this point, it is good to review the concept of institutional complementarities 

and apply it for ideal types. A presumption is that in political economies which 

support a non-market mode of coordination in one of those five spheres, one can 

suppose the non-market mode of coordination dominates in other spheres too, 

and on the contrary, in political economies where is institutional support mainly for 

market mode of coordination in one sphere, it is supposed to dominate market 

mode of coordination in the other spheres because of fixed institutional settings. 

We can illustrate this with concrete empirical examples. Following Hall’s and 

Soskice’s analyses (2001a) I will describe how German and American firms solve 

coordination problems in different spheres and how the concept of institutional 

complementarities can be applied to these two empirical cases.  

 

2.2.2.1 Germany As Example of Coordinated Market Economy 

Market economies are regarded as “systems in which companies and 

individuals invest, not only in machines and material technologies, but in 

competencies based on relations with others that entail coordination problems” 

(Hall, Soskice, 2001a: 21-22). In coordinated market economies, the equilibrium 

outcomes on which firms coordinate their activities are often the result of strategic 
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interaction among firms and other actors (ibid.). Institutional settings contribute 

and support non-market modes of coordination.  

Germany can be used as an example of a coordinated market economy. How 

do German firms solve coordination problems in five key spheres? 

The industrial relations sphere: Production strategies in many firms in CMEs 

rely on highly specialized and skilled labor forces which have got significant work 

autonomy and confidential information about a firm. It brings about problems of 

“poaching” of skilled workers by other firms and information leak by employees 

(Hall, Soskice, 2001a). 

Industrial relations institutions may help to resolve such problems. One of 

them is an industry-level bargaining concerning wages between trade unions and 

employer associations. Similar wages across all firms in particular industries are 

negotiated by representatives of employees and employers as prevention for 

poaching. “By equalizing wages at equivalent skill levels across an industry, this 

system makes it difficult for firms to poach workers and assures the latter that they 

are receiving the highest feasible rates of pay in return for deep commitments they 

are making to firms” (Hall, Soskice, 2001a: 25). This negotiated wage settlement 

helps to reduce inflationary effect as well. Other institutions which contribute to the 

prevention of coordination problems in the industrial relations sphere in Germany 

are councils of employees which are considered as advisory bodies for 

discussions concerning layoffs or working conditions. “By providing employees 

with security against arbitrary layoffs or changes to their working conditions, these 

works councils encourage employees to invest in company-specific skills and extra 

effort.” (ibid. 25, stressed by the author of this thesis) 

The vocational training and education sphere: This sphere is closely 

connected with the previous one. As has been mentioned, firms in CMEs need for 

their production strategies labor forces “with high industry-specific or firm-specific 

skills” (Hall, Soskice, 2001a: 25).18 Coordination problems consist in how to 

convince employees and employers to invest in these specific skills. On the one 

                                                 
18 “Compared to general skills that can be used in many settings, industry-specific skills normally 
have value only when used within a single industry and firm-specific skills only in employment 
within that firm” (Hall, Soskice, 2001a: 25). 
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hand, workers want to be sure that “an apprenticeship will result in lucrative 

employment”, on the other hand, employers need to be sure when they invest in 

their employees’ specific skills that these workers will not be poached by other 

firms which do not invest in such training (ibid.).  

In Germany, one of the solutions to this uncertainty is a publicly-subsidized 

training system supervised by “industry-wide employer associations and trade 

unions” (Hall, Soskice, 2001a: 25). By participating in, monitoring, and controlling 

this training system “these associations limit free-riding on the training effort of 

others” (ibid.). Training contents based on a definition of specific skills needed by 

the industry are negotiated with firms in particular sectors which has a doubly 

positive effect – “training fits the firms’ need and […] there will be an external 

demand for any graduates not employed by the firms at which they apprenticed” 

(ibid.). It is also positive for workers who can be sure about finding of a job after 

participation in such training program.  

The corporate governance sphere: The financial system in CMEs “typically 

provides companies with access to finance that is not entirely dependent on 

publicly available financial data or current returns” (Hall, Soskice, 2001a: 22). 

Thanks to this, firms are able to hold on to their labor force even in times of 

economic downturns and can invest even in projects with deferred returns. 

Problems lie in providing confidential information about a company to investors. If 

the company does not show a profit nowadays, investors will attempt to gain 

access to information which would persuade them to continue investing or newly 

invest money in such a company. 

In CMEs, information sharing is institutionally supported in a form of, for 

instance, a business association “whose officials have an intimate knowledge of 

the industry” (Hall, Soskice, 2001a: 23). The reputation of a particular firm among 

other firms and among investors also plays an important role (ibid.).  

In Germany, information about the reputation and operation of a company is 
available to investors by virtue of (a) the close relationships that companies 
cultivate with major suppliers and clients, (b) the knowledge secured from 
extensive networks of cross-shareholding, and (c) joint membership in active 
industry associations that gather information about companies in the course of 
coordinating standard-setting, technology transfer, and vocational training. 

       (Hall, Soskice, 2001a: 23) 
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Thus, thanks to institutional support for business networks, potential investors 

and other partners are able to find out private or confidential information about 

companies which they could invest in but in the same time these companies are 

protected against the abuse of secret information by investors or other companies.  

The employees’ sphere (or internal structure sphere): Internal structures of 

firms reinforce institutional settings and are reinforced by them. As Hall and 

Soskice remark, “top managers in Germany rarely have a capacity for unilateral 

action” (Hall, Soskice, 2001a: 24). For key decisions they are supposed to consult 

with advisory boards consisting of employees’ representatives as well as major 

shareholders, or for instance with “other managers with entrenched positions as 

well as major suppliers and customers” (ibid.). Therefore in CMEs, there are quite 

wide business networks where information sharing reaches a really high level. 

Managers are motivated by incentives that support these business networks. They 

are rewarded by the premium and/or by long-term contracts for their ability to 

negotiate a consensus for the key company decisions with advisory boards and 

with other partners. It means, managers in CMEs “focus heavily on the 

maintenance of their reputation” and “focus less on profitability than their 

counterparts in LMEs” (ibid.). 

The inter-firm relations sphere: For CMEs’ firms long-term contracts are 

typical, and on the other hand employment flexibility19 is limited by institutional 

settings (e.g. by collective agreements negotiated by labor unions). Therefore 

movement of “scientific or engineering personnel across companies” is not as 

trouble-free as in LMEs (Hall, Soskice, 2001a: 26). The coordination problem of 

how to spread new technologies has to be solved by inter-company relations. 

There are, according to Hall and Soskice (2001a), many institutions in Germany 

which support these kinds of relations. “Business associations promote the 

diffusion of new technologies by working with public officials to determine where 

firm competencies can be improved and orchestrating publicly subsidized 

programs to do so” (ibid.). Research is sponsored and conducted partly by 

companies, partly by “quasi-public research institutes” (ibid.), and research results 

                                                 
19 For definition of the employment flexibility see Appendix 2. 
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as well as new technological discoveries are available to different firms in 

particular industry sectors. “The common technical standards fostered by industry 

associations help to diffuse new technologies, and they contribute to a common 

knowledge-base that facilitates collaborations among personnel from multiple 

firms” (ibid.). Something similar was described above concerning industry-specific 

skills which are encouraged by German training schemes. 

After this brief outline of possible solutions of coordination problems in CMEs 

I discuss the concrete examples of the concept of institutional complementarities 

in the case of Germany. Hall and Soskice provide these explicit interconnections 

among issues of all five spheres in CMEs: 

Many firms pursue production strategies that depend on workers with specific 
skills and high levels of corporate commitment that are secured by offering 
them long employment tenures, industry-based wages, and protective works 
councils. But these practices are feasible only because a corporate 
governance system replete with mechanisms for network monitoring provides 
firms with access to capital on terms that are relatively independent of 
fluctuations in profitability. Effective vocational training schemes, supported by 
an industrial-relations system that discourages poaching, provide high levels 
of industry specific skills. In turn, this encourages collective standard-setting 
and inter-firm collaboration of the sort that promotes technology transfer. 

       (Hall, Soskice, 2001a: 27) 

 

This quotation illustrates how each of these spheres reinforces the returns of 

the others. It is a consequence of institutional settings in CMEs that support 

primarily a non-market mode of coordination. 

 

2.2.2.2 The USA As Example of Liberal Market Economy 

In liberal market economies, it is the opposite situation. Institutional settings 

support the market coordination mode, institutions for non-market forms of 

coordination are missing (or they are insufficient), and therefore firms tend to focus 

on market relations to solve coordination problems (Hall, Soskice, 2001a).  

As an empirical example of a liberal market economy I can present the 

American case. 

The industrial relations sphere, together with the employees’ sphere (or 

internal structure sphere): Relations between employees and employers are based 
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on market principles. There are no obligations for top managers to cooperate 

either with advisory councils (consisting of employees’ representatives) or with 

labor unions as they are supposed to do in CMEs.20 In LMEs, “top management 

normally has unilateral control over the firm, including substantial freedom to hire 

and fire” (Hall, Soskice, 2001a: 29). Such managerial power is an important 

precondition for an employment flexible labor market which, subsequently, 

influences strategies pursued by both firms and workers (ibid.). Firms are free to 

hire and lay off employees according to changing market situations; it is more 

profitable for them not to sign long-term employment contracts that would 

decrease their ability to react directly to varying market conditions. Workers, then, 

are encouraged to “invest in general skills, transferable across firms” (ibid.). 

Investments in company-specific skills are not as profitable for them because of 

insecurity about employment length at a particular company. Typical for LMEs is 

also a fragmented working career; it means many job changes during a worker’s 

life. 

There is another consequence of market coordination in these spheres. 

Weaker unions do not possess the power to influence wage-settings, and salaries 

are set by market principles. “Therefore, these economies depend more heavily on 

macroeconomic policy and market competition to control wages and inflation.” 

(Hall, Soskice, 2001a: 30)21 

The vocational training and education sphere: As mentioned in previous 

section, institutional settings in LMEs – market mode of coordination – encourages 

workers to invest preferably in general skills that are useable in many different 

companies. Education and training systems are, thus, “generally complementary 

to these highly fluid labor markets” (Hall, Soskice, 2001a: 30).  

“Vocational training is normally provided by institutions offering formal 

education that focuses on general skills” (Hall, Soskice, 2001a: 30). Firms are 

afraid to make special investments in company-specific skills because LMEs lack 

of institutions that would protect companies against the poaching of such skilled 

workers by other firms which save money by not investing in apprenticeship 
                                                 
20 However, in some sectors labor unions may play significant role even in LMEs (Hall, Soskice, 
2001a). 
21 Compare to anti-inflationary measures in CMEs (see above). 
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schemes. As Hall and Soskice observes, “high levels of general education, 

however, lower the cost of additional training” (ibid.).  

The corporate governance sphere: Firms in LMEs focus on profit, current 

earnings and “the price of their shares on equity markets” (Hall, Soskice, 2001a: 

27), and the financial systems of LMEs support them in these efforts. “The terms 

on which large firms can secure finance are heavily dependent on their valuation 

in equity markets, where dispersed investors depend on publicly available 

information to value the company.” (ibid. 28) There is usually no institutional 

support for corporate business networks within which firms would share 

confidential information with investors and other partners. Therefore, firms in LMEs 

are encouraged to “focus on the publicly assessable dimensions of their 

performance that affect share price, such as current profitability” (ibid. 29). Just on 

the basis of such information investors decide to which company invest in.22  

The inter-firm relations sphere: Relations among firms in LMEs are mostly 

based “on standard market relationships and enforceable formal contracts” (Hall, 

Soskice, 2001a: 30). In the USA, these market relationships are influenced by 

“rigorous antitrust regulations designed to prevent companies from colluding to 

control prices or markets and doctrines of contract laws that rely heavily on the 

strict interpretation of written contracts” (ibid. 31). In contrast to CMEs, the 

technology transfer in LMEs is provided by the fluctuation of engineers and 

scientists from one firm to another which is possible thanks to flexible labor 

markets. “In LMEs, research consortia and inter-firm collaboration […] play less 

important roles in the process of technology transfer than CMEs where the 

institutional environment is more conducive to them” (ibid.). In LMEs, on the 

contrary, licensing and sale innovations to affect technology transfer dominate; 

these kinds of methods are mainly used in sectors “where effective patenting is 

possible, such as biotechnology, microelectronics, and semiconductors” (ibid.). 

For a description of institutional complementarities in the USA as an example 

of a liberal market economy, I use again Hall’s and Soskice’s quotation:  
                                                 
22 Hall and Soskice (2001a) point out some exceptions in this clarifying statement. “Companies with 
readily assessable assets associated with forward income streams, such as pharmaceutical firms 
[…], consumer-goods companies with strong reputations for successful product development, and 
firms well positioned in high-growth markets, need not to be as concerned about current 
profitability.” (Hall, Soskice, 2001a: 29) 
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Labor market arrangements that allow companies to cut costs in a downturn 
by shedding labor are complementary to financial markets that render a firm’s 
access to funds dependent on current profitability. Educational arrangements 
that privilege general, rather than firm-specific, skills are complementary to 
highly fluid labor market; and the latter render forms technology transfer that 
rely on labor mobility more feasible. In the context of a legal system that 
militates against relational contracting, licensing agreements are also more 
effective than inter-firm collaboration on research and development for 
effecting technology transfer.   (Hall, Soskice, 2001a: 32-33) 

 

From all these examples of solutions to coordination problems it is obvious 

how specific institutional settings in LMEs reinforce the market mode of 

coordination. 

 

2.2.2.3 Not Only Two Ideal Types in Reality 

Despite the fact that the presented examples have shown two totally different 

and clearly identifiable tendencies in how firms – influenced by institutional 

settings of the particular political economy – solve coordination problems, the 

reality is not black and white. It is necessary to emphasize once again that this 

typology of political economies by Hall and Soskice is based on the ideal types. 

But in reality it is possible to find significant variations even within these two types 

(Hall, Soskice, 2001a).23 It is important to be aware of it, however, that “it can be 

fruitful to consider how firms coordinate their endeavors and to analyze the 

institutions of political economy from a perspective that asks what kind of support 

they provide for different kinds of coordination” (ibid. 33). It might be feasible, then, 

to determine whether a particular national political economy approaches the liberal 

or the coordinated ideal model of market economy, as they have been defined by 

Hall and Soskice (2001b). 

Why would it be interesting and even important to know if a particular country 

approaches rather CMEs or LMEs? For example because different institutional 

settings of the different national economies discussed above cause systematic 

differences in employers’ strategies and preferences concerning for example 

public and social policy, and especially labor market policy (Hall, Soskice, 2001b, 

                                                 
23 As example, the authors provide a comparison of Germany and Japan within CMEs ideal type 
(for details see Hall and Soskice, 2001a: 33-36). 
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Wood, 2000). As Hall and Soskice remark, the Varieties of Capitalism approach 

“highlights the importance of social policy to firms and the role that business 

groups play in the development of welfare states” (Hall, Soskice, 2001a: 50). The 

following part of this thesis focuses on this issue. 

 

2.2.3 Divergent Preferences and Strategies of Employers 

In the previous part I have introduced two ideal types of market economies – 

the liberal and the coordinated. Following the authors (Hall, Soskice, 2001b, 

Wood, 2000 etc.) it is significant to stress that it is very difficult for national states 

to change the established type of their market economy. Institutional features of 

a particular type reinforce themselves in their trajectories. A change of such 

a trajectory is very complicated on the grounds that preferences and strategies of 

actors are influenced by various and interdependent institutions.24 Efforts to reform 

one institutional subsystem (as for instance the subsystem of vocational training) 

are “likely to be ineffective if incentives and constraints in other subsystems 

continue to point actors the other way. Established institutional arrangements are 

self-reinforcing” (Wood, 2000: 377). 

There exist some “functional similarities between institutions and public 

policies” (Wood, 2000: 377). Thus, in addition to institutions, policies (such as 

labor market policy) structure preferences and strategies of actors. 

Policies as well as institutions interlock with one another to reinforce 
incentives and constraints. The sources of policy resilience thus lie in these 
institutional and policy complementarities, and the returns to actors to which 
they give rise. Where policies in combination with institutions perform 
functions that become established over time, and to which expectations adapt, 
actors will seek to preserve them […] and resist reforms that bring about 
incongruent incentives structure.   (Wood, 2000: 377-378) 

 

According to Wood, the key actors in the case of labor market policy are 

employers. Their support or opposition plays an important role for approving and 

implementing concrete policy measures. The preferences and strategies of 

employers are therefore significant for “an understanding of the embeddedness of 

national labour market policies” (Wood, 2000: 378). 
                                                 
24 Compare with the concept of institutional complementarities (see above). 
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How do employers’ preferences and strategies vary in two different market 

economies’ ideal types? Following the concept of institutional advantages I can 

state that a firm adapts its strategies in order to take advantage of just these 

institutional settings which are offered by a particular national market economy 

where the firm operates. 

Wood (2000) presents three main areas of divergent preferences: 

1) Preferences concerning employment protection policies and institutions 

supporting wage bargaining. In coordinated market economies, where firms 

endeavor to develop and maintain long-term contracts with skilled and highly 

qualified workers, the employers support “strong statutory employment 

protection” (Wood, 2000: 378). Besides this, employers’ associations 

understand this strong employment protection and collective bargaining as 

a “’benign constraint’ on companies that are potential defectors from the 

institutions of coordination” (ibid.).  

On the other hand, in liberal market economies, “where competitive strategies 

are largely based upon low costs and high flexibility,25 firms and their 

representative associations will be strongly in favour of highly deregulated 

labour markets” (Wood, 2000: 378, footnote added by the author of this thesis). 

Employers require government to implement a low level of employment 

protection and decrease non-wage labor costs (ibid.).  

2) Preferences concerning the role of unions. In CMEs wages and other working 

conditions are negotiated by unions, hence employers attempt to protect the 

organizational power of unions as bargaining partners (Wood, 2000). For 

effective and successful coordination, “employers must ensure that the parties 

to the bargain have high coverage across the domestic economy” (ibid. 378). 

Therefore employers attempt to suppress all governmental efforts to decrease 

the unions’ strength and coverage.  

On the contrary, in LMEs “where strong unions constitute impediments to 

flexible labour market, employers will press government to weaken unions’ 

statutory position” (Wood, 2000: 378).  

                                                 
25 Flexibility issue in LMEs versus CMEs is discussed in Appendix 2. 
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3) More general preferences about the role of the state. “Coordination of 

supply-side outcomes in CMEs rests upon an informational and an institutional 

condition” (Wood, 2000: 378). The first condition is, according to Wood, 

a preparedness of firms to share confidential information concerning “needs, 

plans and activities which facilitate coordination” (ibid.). The second one is “the 

need for authoritative monitoring institutions such as employers’ associations 

and banks to ensure compliance, to apply pressure, and to impose sanctions” 

(ibid.). Thus, this so called “framework of ‘self-governance’” needs some state 

control, restrictions and framework legislation, but on the other hand, “any 

attempts to undermine these private-sector governance structures will meet 

with strong resistance” (ibid. 378-379). 

In LMEs, where the non-market coordination mode is missing, employers rely 

on “statutory intervention to remove obstacles to market-clearing, especially in 

labour markets” (Wood, 2000: 379). 

As has been mentioned already, the divergences in employers’ preferences 

and strategies stem from different institutional settings of particular economies. 

According to Martin and Swank (2004), employers are aware of this. In CMEs, 

they come to realize that they can reinforce their competitiveness right thanks to 

institutional settings which support information exchange and solidarity. 

Consequently, employers in CMEs decide to “compete in high-skills market niches 

and desire governmental interventions that contribute to the expansion of skills, 

such as high levels of social protection and policies fostering cooperative labor 

relations” (Martin, Swank, 2004: 597). Wood adds to this point that “where 

institutions and policies combine to keep labour costs high and employment 

protection strong, for example, firms are forced into investing in their employees’ 

human capital” (Wood, 2000: 377). 

Contrary to CMEs, labor relationships and management in LMEs are 

“contentious, neither workers nor employers have incentives to invest in skills, and 

competitive strategies entailing a high-skilled, productive workforce are 

discouraged” (Martin, Swank, 2004: 597).26 

                                                 
26 For details about divergences in skill formation in different political economies see for instance 
Thelen (2004). 
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One could see a connection between these employers’ strategies and 

a policy approach to activation in a particular country. Nowadays employment 

policy measures that struggle for decreasing unemployment are oriented primarily 

to activation.27 However, there are two different activation approaches:  

• The “work first” approach which works towards moving unemployed people 

into work as soon as possible. “[A] certain amount of education and training 

assistance may be provided (often by private and sector agencies)” but the 

major “emphasis is squarely upon intensive counseling and job search, 

frequently underpinned by a system of penalties for those who fail to 

comply with programme requirements” (Elisson, 2006: 83). 

• The human capital approach develops “policies that stress the importance 

of education and training as the best means of ‘securing sustainable 

transitions to work’” (Theodore, Peck, 2000: 85, quoted by Ellison, 

2006: 83).  

Thus, whereas LME countries may prefer to solve unemployment by the 

“work first” activation approach (it means, among other things, emphasis on the 

employment flexibility that is requested by employers and low investment in skills 

and human capital etc.), CME countries tend toward the human capital activation 

approach (employers need high-skilled labor forces for their production strategies 

and therefore investment in human capital is in first place).  

Generally, there is “a correspondence between types of political economies 

and types of welfare state” (Hall, Soskice, 2001a: 50). LMEs are linked with liberal 

welfare states whereas CMEs are linked with social democratic or corporatist 

welfare states.28  

Liberal welfare states “in which means-tested assistance, modest universal 

transfer, or modest social-insurance plans predominate” (Esping-Andersen, 

1990: 26) strengthen the employment flexibility of labor markets. Labor force is – 

because of very low level of social benefits – dependent on paid work and, as 

a result, individuals need to get jobs as soon as possible. Active policy measures 

                                                 
27 See for example European Employment Strategy and its Guidelines (EES, 2007), or an EU 
publication Jobs, jobs, jobs (2004). 
28 See typology of welfare state regimes in Esping-Andersen (1990). 
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focus on the “work first” approach whereas “[the] state encourages the market, 

either passively – by guaranteeing only a minimum – or actively – by subsidizing 

private welfare schemes” (ibid. 26-27). Liberal welfare policies also “encourage 

individuals to develop the general, rather than specific, skills” (Hall, Soskice, 

2001a: 51) on the grounds that the general, highly portable skills are “less risky 

than highly specific skills because in the former case the market value of the skill 

is not tied to a particular firm or industry” (Estevez-Abe, Iversen, Soskice, 

2001: 150). On the contrary, corporatist and social democratic welfare regimes 

largely offer generous replacement rates of pension and unemployment benefit 

schemes which help to “assure workers that they can weather an economic 

downturn without having to shift to a job in which their investment in specific skills 

does not pay off” (Hall, Soskice, 2001a: 51).29 Unemployment benefits with high 

replacement rates can thus improve “the ability of firms to attract and retain pools 

of labor with high and specific skills” (ibid. 50). 

Social policy measures, therefore, are no longer understood as an 

impediment to labor market efficiency but on the contrary as means for helping to 

“improve operation of labor markets, notably from the perspective of the firm” (Hall, 

Soskice, 2001a: 50). And as has been said, employers also play an important role 

in social policy development (see above, or for more details, e.g., Mares, 2003). 

Hence, employers’ preferences and strategies seem to be significant for social 

policy-making.30 And Hall’s and Soskice’s Varieties of Capitalism approach can 

provide a useful analytical framework for further analyses in this field. “In the 

sphere of social policy, the varieties of capitalism approach is helping to open up 

several new research agendas” (Hall, Soskice, 2001a: 51).  

The next part – Methodological Part – follows up the theoretical concepts 

presented in this part, proposes operationalization and indicators, and describes 

the applied research strategy, designs and methods aimed at understanding 

whether the Czech Republic approaches the liberal or the coordinated type of 

market economy. 

                                                 
29 For more detail concerning the topic of social protection and the formation of skills see 
Estevez-Abe, Iversen, Soskice (2001). 
30 Preferences of employers concerning labor market and social policies more generally are 
discussed in detail, for example, by Estevez-Abe, Iversen, Soskice (2001), Thelen (2001), Mares 
(2001, 2003), Swank and Martin (2001), or Martin and Swank (2004) etc. 
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3. METHODOLOGICAL PART 
The topic of investigation – the Czech Republic from the perspective of the 

Varieties of Capitalism approach – has been already mentioned. From this stems 

the research question: Does the Czech Republic approach the liberal ideal type31 

of market economy or the coordinated one (as they have been defined by Hall and 

Soskice, 2001a, or see the Theoretical Part)? 

In the Methodological Part I carry out operationalization and provide 

indicators of Varieties of Capitalism. Subsequently I present the research strategy 

and designs applied to the empirical study leading to answer the research 

question. This part is concluded by descriptions of research methods used for data 

collection and analysis.  

 

3.1 How to Measure?  

To answer the research question means to analyze the institutional settings 

of the Czech market economy. In the Theoretical Part I have already remarked 

though that the concept of ‘institutional settings’, as systems of rules “that structure 

the courses of actions that a set of actors may choose” (Scharpf, 1997: 38),32 does 

not have “the status of a theoretically defined set of variables that could be 

systematized and operationalized to serve as explanatory factors in empirical 

research” (ibid. 39). I could, however, investigate these institutional settings by 

means of the analysis of actors, whose behaviors, orientations and preferences 

are influenced by these settings, and of constellations of their interactions with 

other actors that are conditioned by these as well.33 On the basis of it, I study 

actors, their interactions and relationships, in particular the interactions or 

relationships of firms with other actors such as employees, employees’ 

representatives (for instance council of employees), trade unions, investors (for 

instance banks) etc. 

                                                 
31 Neuman defines an ideal type as “a type of concept classification that presents a pure, abstract 
model of an event, process, or idea. It is used in building social theory and in the analysis of data” 
(Neuman, 2006: 55). I use ideal types of market economies for data analysis (comparisons). 
32 For detailed definition of institutions and institutional settings see the Theoretical Part. 
33 See Chart 2 in Appendix 1 for illustration of this relation. 
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Hall and Soskice have specified five spheres “in which firms must develop 

relationships to resolve coordination problems central to their core competencies” 

(Hall, Soskice, 2001a: 6-7) – spheres of industrial relations, vocational training and 

education, corporate governance, employees, and inter-firm relations. These 

spheres partly overlap and mainly are supposed to reinforce each other (see the 

concept of institutional complementarities in the Theoretical Part and empirical 

examples of institutional complementarities in the cases of Germany and of the 

USA). Nevertheless, these five spheres may provide us with a useful framework 

for analyzing the solving of coordination problems by employers.  

The first step on the way to answering my research question, however, is to 

carry out operationalization34 and provide operational definitions35 in forms of 

indicators, which means to specify how to measure whether the Czech Republic is 

approaching the liberal or the coordinated ideal type of market economy defined in 

the Theoretical Part of this thesis (or see Hall and Soskice, 2001a). Indicators 

coming from the theoretical concept of Hall’s and Soskice’s Varieties of Capitalism 

are drafted in the following subchapter.  

 

3.1.1 Indicators 

An indicator is defined as “a measure that is employed to refer to a concept 

when no direct measure is available” (Bryman, 2004: 540). Because the concept 

of ideal types of Varieties of Capitalism is not possible to measure directly, I need 

to use indirect indicators of this concept.36 These indicators are based “on 

common-sense understandings of the forms the concept takes […] or qualitative 

evidence relating to that concept” (ibid. 167). Thus, I apply understandings of the 

Varieties of Capitalism presented in the Theoretical Part and deduce possible 

indicators which assist in ascertaining whether the Czech Republic is closer to 

LME, or to CME. Indicators are divided into five groups according to five spheres 

in which firms have to resolve their coordination problems; however, I focus most 

                                                 
34 Operationalization is “the process of figuring out how to measure concepts [in my case, it is 
Varieties of Capitalism] using empirical evidence” (Baker, 1998: 501). 
35 Operational definition is “the definition of a variable in terms of the specific actions to measure or 
indicate it in the empirical word” (Neuman, 2006: 184).  
36 See Bryman (2004: 67) where a distinction between direct and indirect indicators is explained. 
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especially on three spheres – the industrial relations sphere, the vocational 

training and educational sphere and the employees’ sphere.37 Coming from the 

concept of institutional complementarities (see the Theoretical Part) I suppose that 

if coordination problems in these three of five spheres tend to be solved in 

a particular mode (liberal or coordinated one), coordination problems of the other 

spheres will tend to be solved in the same mode. 

 

Indicators of the Industrial Relations Sphere 

We use indicators that European Foundation for the Improvement of Living 

and Working Conditions (Eurofond, 2007) employs for a comparison of quality and 

development of industrial relations in the European Union countries (Weiler, 2005, 

Carley, Weiler, Newell, 2007, EIRO, 2007). From a draft set of comparative 

indicators (Weiler, 2005) I apply those concerning actors and, partly, processes:38 

• trade union density – “union members as the proportion of the labour force 

in dependent employment” (Weiler, 2005: 38), 

• employer organization density – percentage of companies organized in an 

employer association (ibid. 39) 

• company-level employee representation (or workplace representation) – 

“representation of employees in employee participation bodies” (ibid. 40), 

• collective bargaining coverage, 

• degree of bargaining centralization, 

• dominant level of collective bargaining. 

                                                 
37 These three spheres are chosen on the one hand because of easier availability of data 
concerning these three spheres, and on the other hand because these spheres focus on labor 
forces and labor market relations, and as said in the introduction, this master’s thesis “could […] 
make the first step on a long way of investigations of mutual relations among employers’ strategies 
and social policy (especially labor market policy) measures in the Czech Republic”. The other two 
spheres (the corporate governance sphere and the inter-firm relations sphere) do not concern 
social policy issues as immediately as the previous three spheres. However, I present some 
indicators even for these spheres. 
38 Weiler (2005) divides comparative indicators in four groups according to “the specified key 
dimensions of industrial relations, namely context, actors, processes, outcomes” (Weiler, 2005: 34). 
In Appendix 3 I provide a Table with some of these variables and their values for the European 
Union countries (Carley, Weiler, Newell, 2007). 
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Besides these, in a questionnaire survey (see further) I focus on other 

indicators concerning this sphere: the power of trade unions, the salary differences 

in firms in one industrial sector, the existence/non-existence of employees’ 

councils, the existence/non-existence of institutional mechanisms preventing 

poaching of employees, the way of influencing inflation (wage bargaining versus 

macroeconomic policy and market competition). 

 

Indicators of the Employees’ Sphere 

This sphere partly overlaps with the previous one, and therefore they will be 

presented together in the Empirical Part.39 However, on this place I have decided 

to show them separately. 

The indicators of this sphere may be the level of difficulty in hiring and firing 

employees, the necessity of consulting with employees’ representatives or trade 

unions when hiring and firing, or a prevalence of long-term contracts (or contracts 

for an indefinite period) versus short-term contracts (or contracts for a definite 

period). 

The rigidity of employment index (World Bank, 2007a) is presented as 

another indicator common for both last described spheres. For details about its 

construction see Appendix 5 (or World Bank, 2007b). 

 

Indicators of the Vocational Training and Education Sphere 

The best indicator of this sphere seems to be the distinction of what kinds of 

labor force skills dominate in a particular economy (specific/general skills). Another 

could be the willingness/unwillingness of employees to invest into firm-specific or 

company-specific skills, or the existence/non-existence of an employer association 

(or trade union) supervising the industry’s vocational training system and 

negotiating the contents of such training.40 

Eurostat (2007a) provides some other comparative indicators applicable to 

my study: 
                                                 
39 As have been in the empirical case of the USA in the Theoretical Part. 
40 Indicators used in the questionnaire survey. 
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• proportion of enterprises providing continuing vocational training, 

• proportion of all non-training enterprises which do not provide continuing 

vocational training for the reason that they have recruited people who 

already have the skills needed. 

Another indicator is the type of retraining provided by Employment Office 

(targeted=specific/non-specific). 

 

Indicators of the Corporate Governance Sphere 

As indicators of this sphere I could use the accessibility/non-accessibility of 

a firm’s confidential information to investors, or investors’ incentives to put their 

money in a particular company (actual outcomes of the company versus the 

company’s long-term reputation).41 

 

Indicators of the Inter-Firm Relations Sphere 

In this sphere I focus on innovation strategies and as an indicator in the 

questionnaire survey I employ a means of diffusion of new technologies – free 

fluctuation of engineers and scientists among firms, versus cooperation among 

firms in one industry sector (common research institutes and that sort of thing). 

Another indicator is the proportion of investments in the research and development 

field done by the business enterprise sector as the percentage of the total amount 

of investments (Eurostat, 2007b). 

 

Composite Indicators of Coordination Level 

We also use composite indicators, so called coordination index. One of them 

is constructed by Baláž (2006), another one by Knell and Srholec (2007), and both 

of them describe the level of coordination in particular countries. 

 The coordination index created by Baláž (2006) is composed of three main 

elements:  

                                                 
41 Indicators used in the questionnaire survey. 
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• the business environment – comprised of an index of business 

development obstacles (rules for license conferral, administrative and legal 

obstacles for business development, regulations concerning 

competitiveness etc.) and an index of foreign investment obstacles 

(obstacles for foreign investors, this means discrimination against foreign 

investors and business partners, customs, and other regulations concerning 

international trade), 

• the labor market environment – comprised of an index of difficulties 

concerning the hiring of employees (the possibility to conclude job contracts 

for a definite period, maximal length of such a job contract, a minimum 

wage in relation to the average added value of an employee) and an index 

of difficulties concerning the firing of employees (reasons for firing, the role 

of unions, rules for repeated hiring of employees etc.). 

• and the financial market environment – comprised of the total amount of 

taxes paid by a company (all taxes paid by a company, excluding 

employees’ insurance fees, in relation to gross profit of a company) and 

market stock capitalization in relation to companies’ credits (a significance 

of capital market and banks in financial system).42 

For the construction of this composite index of coordination level, Baláž 

(2006) has used the databases of international organizations – OECD (2005), 

World Bank (2005a), ECB (2005a, 2005b), FESE (2005), and WFE (2005). 

Knell and Srholec consider “the three different types of institutional 

arrangements of social cohesion, labour market regulations and business 

regulations” (Knell, Srholec, 2007: 43) and create another three composite 

indicators: 

• the index of social cohesion – comprised of these indicators: Gini 

coefficient, highest marginal personal tax rate, highest marginal corporate 

income tax rate, government final consumption expenditure (% of GDP), 

                                                 
42 For more details about a construction of this composite indicator see Baláž (2006). 
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• the index of labour market regulation – comprised of these indicators: 

difficulty of hiring workers index, difficulty of firing workers index, costs of 

firing workers (weeks of wages), rigidity of working hours index, 

• the index of business regulation – comprised of these indicators: number of 

start-up procedures to register business, time to resolve insolvency (years), 

number of procedures to register property, stock market relative to banking 

sector in the financial system.43 

The composite indicator of the coordination level has been calculated as 

sums across the relevant indexes (Knell, Srholec, 2007: 45).44 The main sources 

of data are the databases of World Bank (2005a, 2005b), Heritage (2005) and 

WIDER (2005). 

 

Indicators and Their Values 

The following Table 1 shows some of the presented indicators with their 

values. 

                                                 
43 For definitions of all these indicators see Knell and Srholec (2007: 56-59). 
44 Those indicators which are negatively correlated to the composite index (for instance, Gini 
coefficient) are summed up with a reserved scale (Knell, Srholec, 2007). For detailed explanation 
of the methodology of the creation of this composite indicator, see Knell and Srholec (2007). 
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Table 1: Indicators and Their Values (Coordinated versus Liberal Market Economies) 

 
Indicators 

Coordinated market 
economies 

Liberal market 
economies 

trade union density high low 
employer organization density high low 
collective bargaining coverage high low 
company-level employee representation  high low 
degree of bargaining centralization high low 
dominant level of collective bargaining national or sectoral company 
power of trade unions strong weak 
workers' participation in firm significant weak to non-existent 
salaries in firms in one industrial sector similar various 

a way of influencing of inflation wage bargaining  

macroeconomic policy 
and market 
competition 

institutional mechanisms preventing 
poaching of employees significant weak to non-existent 

consulting of hiring and firing with 
employees’ representatives or trade unions mainly compulsory not compulsory 

job contracts 
long-term (or for indefinite 
period) 

short-term (or for 
definite period) 
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rigidity of employment index high low 

skills 
specific (company- or 
industry-specific) general  

vocational training employer cooperation formal education 
employer association (or trade union) 
supervising industry vocational training 
system and negotiating the contents of 
such training mainly yes mainly not 
proportion of enterprises providing 
continuing vocational training high low 
proportion of all non-training enterprises 
which do not provide continuing vocational 
training for the reason that they have 
recruited people who already have the 
skills needed low high 
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type of retraining  targeted/specific general/non-specific 
accessibility of firm’s confidential 
information to investors mainly yes mainly not 

C
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G
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investors’ incentives to put their money in a 
particular company 

the company’s long-term 
reputation 

current earnings and 
outcomes of the 
company 

diffusion of new technologies  

a cooperation among firms 
in one industry sector 
(research institutes etc.) 

free fluctuation of 
engineers and 
scientists among firms
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R
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e 

proportion of investments in research and 
development field done by business 
enterprise sector from total amount of 
investments  high low 

 level of coordination (composite indicators) high low 
 
Sources: Adapted from Hall and Soskice (2001b); Crowley (2006). 
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The next subchapters describe how I conducted the research – and which 

research strategy, designs, and methods are employed. 

 

3.2 Research Strategy and Designs 

Generally speaking, there are two research strategies:45 

• The quantitative research strategy is based on deductive theory and 

objectivism and “incorporates a natural science model of the research 

process (in particular, one influenced by positivism)” (Bryman, 2004: 542). 

An emphasis in the collection and data analyses is placed on quantification. 

• The qualitative research strategy, on the other hand, is based on inductive 

theory, constructivism, and interpretivism. An emphasis in the collection and 

data analyses is put on words rather than quantification (Bryman, 

2004: 542).46 

Nevertheless, for this study a multi-strategy approach has been chosen. It 

combines quantitative and qualitative research in a single research project 

(Bryman, 2004). Such a conjunction consists in a using of “data-collection and 

data-analysis techniques with which quantitative and qualitative research are each 

associated” (ibid. 454). It reflects the idea of triangulation which means “drawing 

together multiple types of evidence gathered from different sources using different 

methods of data collection” (Baker, 1998: 505), or in other words triangulation 

imply to look “at something from multiple points of view” (Neuman, 2006: 149) 

what can improve accuracy of a research. 

There are several types of triangulation – triangulation of measures, 

triangulation of observers, triangulation of theories, or triangulation of method 

(Neuman, 2006). Only the triangulation of method which means “mixing qualitative 

and quantitative styles of research and data” (ibid. 150) will be applied. A reason 

for using both these styles is to secure of research comprehensiveness (ibid.).  

                                                 
45 The research strategy means “a general orientation to the conduct of social research” (Bryman, 
2004: 19).  
46 For details about these two research strategies see any of the following social science 
methodological books: Baker (1998), Bryman (2004), Neuman (2006), Žižlavský (2003). 
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Besides the research strategy, one has to choose a research design; it 

means to choose a “framework for the collection and analysis of data” (Bryman, 

2004: 543). Bryman (2004) distinguishes five different research designs – 

experimental, cross-sectional, longitudinal, case study and comparative one. In 

this study I employ two of them: 

• Case study which is supposed to “generate an intensive examination of 

a single case” (Bryman, 2004: 52). In this study, I examine the case of the 

Czech Republic. 

• Comparative design which stems from presumption that one can 

understand “social phenomena better when they are compared in relation to 

two or more meaningfully contrasting cases or situations” (Bryman, 2004: 

53). Comparative researches47 are used for investigations of 

macroeconomic units as countries or organizations (Žižlavský, 2003). In this 

study, I compare the case of the Czech Republic with the ideal types of 

market economies defined by Hall and Soskice (see the Theoretical Part), 

and with the empirical cases of some countries representing presented 

ideal types.48 

 

3.3 Methods of Data Collection and Analysis 

 As has been said, various methods of data collecting and analyzing, both 

quantitative and qualitative, are employed. Quantitative methods include 

a questionnaire survey and secondary data analysis; the qualitative methods are 

the analysis of experts’ comments and document analysis. 

 

 

 
                                                 
47 Žižlavský (2003) uses a term “comparative research strategy”; he does not speak in this sense 
about research designs. 
48 Mostly the United Kingdom as a representative of LME, and Sweden and Germany as 
representatives of CME. Unfortunately, I cannot include the case of the USA in all comparative 
analyses because the most of statistical data which I use concerns only the European Union 
countries. OECD does not provide data that could be applicable as indicators for my study. 
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3.3.1 Questionnaire Survey and Analysis of Experts’ Comments 

Probably the best way how to get an understanding of actors (firms) and their 

interactions (relationships with other actors) is to ask employers directly. However, 

this method has not been employed because it would demand too much beyond 

the scope of research.49  

Nevertheless, I have decided to use a questionnaire survey and, instead of 

particular employers, to question their representatives and experts from the 

Business Chamber of the Czech Republic50 and other institutions (see below). 

I make the presumption that employers’ representatives and people dealing with 

issues of firms, their interactions, relationships, preferences or interests are 

experienced experts who can provide a qualified view into the studied topic.51 

Therefore I have decided to use nonrandom sampling,52 concretely purposive 

sampling which aims to “select unique cases that are especially informative” 

(Neuman, 2006: 222). I have chosen and appealed 50 experts, specifically: 

A. 3 representatives of the head-office of the Czech Business Chamber, 

B. 28 representatives of regional offices of the Czech Business Chamber 

(directors of each regional office and chairmen of each regional business 

association), 

C. 2 experts from the Employment Office dealing with employers, and 3 

experts from other institutions recommended by an Employment Office 

expert – CzechInvest (Investment and Business Development Agency), 

Czech Statistical Office, BermanGroup (an economic development 

consulting firm), 

                                                 
49 For instance, it is difficult to gain a comprehensive list of all enterprises and draw a 
representative sample. 
50 “The Business Chamber of the Czech Republic is a subject representing business public in the 
Czech Republic and an inherent part of business life in the Czech Republic. It protects interests of 
its members – small, middle and large enterprises associated in regional chambers’ network and in 
trade associations. […] The Business Chamber of the Czech Republic diffuses knowledge and 
information about business and economic conditions and about legal directives concerning 
business activities as well as international business contacts. […]” (Business Chamber, 2007a, 
2007b; translation by the author of this thesis) 
51 For instance, one expert has written: “My answers are based on experiences with questioning of 
managers of hundreds of enterprises in investigations of business environment since 1997.”   
52 A nonrandom sample is “a sample in which the sampling elements are selected using 
mathematically random process” (Neuman, 2006: 220). 
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D. 14 representatives of particular professional unions (namely, Association of 

Czech and Moravian Consumer Cooperatives; Association of Trade and 

Tourism of the Czech Republic; Association of Textile-Clothing-Leather 

Industry; Moravian Mechanical Engineering Union; Food Chamber of the 

Czech Republic; Association of Automobile Industry; Association of Auto 

Carriers of Czech and Moravia; Association of Small Business; Middle 

Business Occupations; Association for Business Consulting; Czech 

Telecommunication Association; Czech Gasworks Association; Czech 

Electrical Engineering Association; Association of Businessmen in Branch 

of Technical Devices). 

During July 2007, these experts received an email describing the basic 

purposes of the investigation and they were asked for their expert opinion by filling 

out a questionnaire in attachment to that email message and possibly by adding 

their comments to it.53 From 50 experts, 14 have answered and provided me with 

their qualified view and opinions about the study issue.54 I have got no response 

from experts of the group A, 5 responses from experts of the group B, 3 responses 

from experts of the group C and 6 responses from experts of the group D. 

 

Design of Questionnaire and Analysis of Survey 

The questionnaire has been designed on a kind of Likert scale.55 It consists 

of 14 items56 and each of these items includes two opposed statements and 

                                                 
53 E-research has been chosen because of what Bryman calls “unrestricted compass”, it means 
there are “no constraints in terms of geographical coverage” (Bryman, 2004: 485). In other words, 
the experts in the Czech Republic could be contacted from Sweden. Other advantages are low 
cost, faster response, and fewer unanswered questions (for details about advantages and 
disadvantages of e-research see Bryman, 2004). 
54 Recoverability of questionnaires is thus only 28 %. Despite it, data gained by this survey will be 
used for analysis because – as it has been said – I assume these are the qualified expert opinions. 
However, I have to concede that my survey is not representative and comprehensive. Low 
response rate of email surveys is one of the disadvantages of e-research described by Bryman 
(2004). 
55 Likert scale is “often used in survey research in which people express attitudes or other 
responses [in my case, opinions] in terms of ordinal categories […] that are ranked along 
continuum” (Neuman, 2006: 207). 
56 The survey items reflect indicators of all five spheres presented above. 
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7-points scale between them.57 The experts were asked to choose on this scale 

the degree to which of these statements – in their opinion – the Czech reality 

approaches. Besides this rating, the experts had the possibility to add their own 

comments to each of the items. 

The analysis of survey of data will be partly quantitative58 (quantification of 

data – item values are modified in the way that statements describing the ideal 

type of LME have value 1 and statements describing the ideal type of CME have 

value 7), partly qualitative (interpretation of experts’ opinions and comments).  

I compare the case of the Czech Republic with ideal types of market 

economy represented by opposed statements in the questionnaire. In the same 

time I carry out the examination of the case of the Czech Republic by way of 

investigation of experts’ comments. 

 

3.3.2 Secondary Data Analysis and Document Analysis 

“Secondary analysis is a special case of existing statistics; it is reanalysis of 

previously collected survey or other data that were originally gathered by others” 

(Neuman, 2006: 333). Bryman (2004) remarks one can analyze data collected by 

other researchers or data collected by various institutions. Both these kinds of data 

are used in my study – I utilize data of Baláž (2006), Carley, Weiler, Newell (2007), 

Crowley (2006), Cedefop (2005), EIRO (2007), Eurostat (2007a, 2007b) etc. In 

addition, qualitative analysis of some official documents will be carried out (for 

instance Bílá kniha, 2001; Cedefop, 2005; Zákoník práce59, 2006 etc.). 

The analysis of secondary data will be partly quantitative (a comparison of 

quantitative data describing the case of the Czech Republic with data 

characterizing other countries which represent particular ideal types of market 

economies), and partly qualitative (re-interpretation of other researches’ findings 

and analysis of documents resulting in own case study of the Czech Republic). 

                                                 
57 In Appendix 4 you can see the questionnaire translated into English. The original questionnaire 
was in Czech. The statements representing one ideal type are intentionally placed randomly on the 
both sides of the scale to prevent automatic answering of one same value at all items. 
58 Despite the awareness of the limits resulting from small numbers of respondents. 
59 The Labor Code, the Law of the Czech Republic, no. 262 from April 21st, 2006 (valid from 
January 1st, 2007). 
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4. EMPIRICAL PART 
In the Empirical Part, I analyze the data collected through the above 

presented qualitative and quantitative methods. I employ both research designs –

the case study and comparative design. The Empirical Part is structured according 

to the five spheres in which firms are supposed to develop relationships with other 

actors and resolve coordination problems (see above), in other words according to 

five spheres presented by the indicators in the Methodological Part. However, as 

in the case of the USA in the Theoretical Part, the sphere of industrial relations 

and the employees’ sphere (in other words, so-called internal structure sphere) 

overlap, and therefore will be presented together.  

An additional comment at the beginning: as stated in the Methodological Part, 

I focus primarily on three of these five spheres. For an explanation of reasons for 

doing so see the Methodological Part.  

Before I start to analyze the contemporary situation of the Czech market 

economy and compare it with the ideal types and other countries, I provide a brief 

look back to the past. 

 

4.1 Transition to Market Economy 

Before the year 1989, there was no free market in Czechoslovakia. The 

government was “the major coordinator of the economy through extensive public 

ownership of resources, complete control over the issue of money and the 

direction of investment” (Lane, 2007: 20). Such governmental controls strongly 

influenced employment levels, wages and divisions between personal and 

collective spending (ibid.). Central planning before 1989 entailed an almost rigid 

labor market with minimum unemployment levels (officially unemployment did not 

exist), nearly universal union membership, widespread and obligatory collective 

agreements “though rendered almost meaningless by central-setting of wages by 

planners” (Crowley, 2006: 7). Although wages were relatively low, social benefits 

for workers were often very generous and social inequalities were marginal (ibid.). 
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The fall of Communism in 1989 brought significant changes for the whole 

society of Czechoslovakia. The major systemic change was “the removal of the 

dominant Communist Party and its replacement by democratic forms and a move 

to markets instead of centralized planning” (Lane, 2007: 13). Economic 

transformation was largely influenced by a neo-liberal policy focusing on a strict 

separation of market and state (Baláž, 2006; Lane, 2007; Myant, 2007; 

McDermott, 1997 etc.) and by a “policy troika of liberalization, stabilization, and 

privatization” (Rutland, 1997: 265). Nevertheless, the authors point out that this 

economic transformation designed from the top neglected transformation of 

institutions. Institutional alteration thus was falling behind economic alteration 

(Baláž, 2006; Rutland, 1997). “Societies do not consist of a set of discrete 

institutions connected according to some sort of blueprint […] they evolve over 

time […], and consist of a complex of social practices whose character and 

interrelationship varies from case to case” (Rutland, 1997: 278). Therefore, it was 

not possible to transform institutions immediately. Some opposed approaches, 

then, emerged against each other – a neo-liberal agenda highlighting an 

unregulated free market versus a “social-democratic” approach that agreed with 

market economy but such one recognizing social interests.  

Diverse social and political actors saw issues concerning transformation 

differently (Myant, 2007). For instance, the ruling party of Prime Minister Klaus 

was an advocate of embracive privatization. “Other issues, such as labour 

relations or welfare systems, would fall into line once private owners could enforce 

discipline on business” (ibid. 107). Some other actors (for instance, trade unions) 

were strictly against threatening social protections with privatization (ibid.).  

The course of Czech socio-economic transformation has been described in 

detail, for instance, by Myant (2007), while the issue of Czech privatization and 

social networks alteration has been discussed by McDermott (1997), and Benáček 

(1997). For purpose of this thesis it is not important to repeat it once again. 

Nevertheless, it is important to be conscious that the institutional settings of the 

Czech market economy have been considerably transformed during the last 17 

years and the contemporary situation that I analyze in the next subchapters might 

be partly affected by the passed transformation process. 



 52

 

4.2 Contemporary Czech Market Economy 

Let us have a look now at the contemporary Czech market economy by 

means of its actors and constellations for their interactions, sphere by sphere. 

 

4.2.1 Sphere of Industrial Relations and Employees’ Sphere 

The sphere of industrial relations concerns problems of how to coordinate 

bargaining over wages, hiring and firing of employees, working conditions etc. 

between employers and their employees, or representatives of employees 

(employees’ councils, trade unions). The employees’ sphere refers to a firm’s 

internal structure, for example to which extent the management of a firm can make 

decisions e.g. about hiring and firing by itself without consulting with employees’ 

representatives.  

One of the most basic measures of labor’s strength, and “an important 

dimension on which liberal and coordinated market economies are said to differ” 

(Crowley, 2006: 8) is the trade union power and its density. After compulsory union 

membership before the year of 1989, the membership rate dropped sharply and 

trade unions “have lost much of their political influence, membership and social 

base” (Török, 2006: 3). Nowadays, a position of unions varies in the Czech 

Republic. The experts60 concur that the influence of trade unions is significant in 

big enterprises (for instance, Škoda Auto), whereas the role of unions in medium 

and small companies is very weak. The percentage of union members from the 

total amount of labor forces (trade union density) is only 22 % in the Czech 

Republic, an even lower rate than in the United Kingdom (as the representative of 

LME) where it is 29 % (Carley, Weiler, Newell, 2007). Collective bargaining covers 

only 35 % of the labor force and this level is the fourth lowest among the EU-25 

countries (see Graph 1). 

                                                 
60 When I speak about “the experts” in the Empirical Part, I intend findings from the questionnaire 
survey and from experts’ comments. 
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Graph 1: Collective bargaining coverage
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 Source of data: Carley, Weiler, Newell (2007). 
 Note: There are no reliable data for Ireland. 
 
 

Significant information seems to be the level where collective bargaining is 

carried out. The national and sectoral levels imply CME, whereas the company 

level of collective bargaining indicates LME (Crowley, 2006). Török remarks that in 

the new EU member states “wage bargaining is carried out in a centralized way, 

but many employers […] do not necessarily follow recommendations produced by 

such bargaining” (Török, 2006: 4). However, other authors observe that the degree 

of bargaining centralization is rather low in the Czech Republic in comparison with 

the EU-25 countries (see Graph 2) and company agreements predominate (EIRO, 

2007; Knell, Srholec, 2007). 
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Graph 2: Degree of bargaining centralisation
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 Source of data: Carley, Weiler, Newell (2007). 

 

Another important indicator of coordination mode is employer organization 

density as a percentage of companies organized in an employer association. The 

Czech Republic with the rate of 32 % is noticeably under the average of the EU-25 

countries which is 58 %. Only Lithuania, Poland, Estonia, Latvia and Slovakia 

have lower levels than the Czech Republic (Carley, Weiler, Newell, 2007). 

Workplace representation (or company-level employee representation) 

implies the position of employees in an internal structure of a firm. “In the 

communist period, several eastern European countries had worker councils, 

although, as with collective bargaining, these were often quite formal in nature” 

(Crowley, 2006: 16). The contemporary situation is as follows:  

In order to provide all employees with a right to information, consultation, and 
participation in line with EU norms, from January 2001 – in connection with a 
fundamental revision of the Labour Code – enhanced provisions were 
introduced for employee representatives. Following a compromise agreement 
with trade unions, these provide for the establishment of an institutional form 
of employee councils in companies without workplace trade union 
organisations. This provision clearly differs from the dual representation 
systems in some other European countries. Under the new law a union 
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organisation and a works council cannot co-exist in the same establishment. 
Works councils can operate only if there is no union. Even an established 
works council must cease to function if a trade union organisation starts. 

Work councils are not entitled to collective bargaining so they cannot conclude 
collective agreements. So far there are only a few works councils.  

         (EIRO, 2007: 5-6) 

 

The non-existence of “councils of employees” has been confirmed by the 

experts as well (see graph 3). The experts who concede the existence of 

employees’ councils, however, remark that power of such councils is very weak. 

Graph 3: Distribution of experts' responses 
concerning existence/non-existence of "councils of employees" in firms 

in the Czech Republic (7-points scale)
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 Source of data: Own questionnaire survey. 

 

In spite of these facts, the comparative indicator of workplace representation 

provided by Carley, Weiler and Newell (2007) seems to be relatively high – its rate 

is 44 %. Nevertheless, it is again noticeably under the average of EU-25 (53 %) 

and the 10th lowest rate among the EU-25 countries.  
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All indicators analyzed so far imply the LME approach to resolve coordination 

problems. Trade union density, employer organization, collective bargaining 

coverage, and degree of bargaining centralization in the Czech Republic seem to 

be relatively low in comparison with the other EU-25 countries. The power of trade 

unions is very weak in small and medium large companies but nevertheless 

relatively strong in big enterprises. The company level of collective bargaining 

appears to dominate. However, there are more indicators which need to be 

analyzed.  

One of them is whether differences in wages in one industrial sector indicate 

that wages are negotiated across a sector (similar wages imply CME), or if they 

are determined by the market (different wages imply LME). 10 of 14 experts incline 

toward the opinion that “Salaries of workers in similar working positions vary from 

firm to firm in one industrial sector”. However, the experts observe that differences 

in wages are determined by region as well. “Differences are not huge in one 

industrial sector in one region but in the same sector in other region wages vary 

considerably,” one of the experts remarks. Another one says: “Wages vary 

particularly according who investor is and which region it is.” But even the opinion 

“wage unification and unofficial agreement of personal managers exist in the 

Czech republic” has emerged. Nonetheless, it seems that negotiation of wages is 

not a universal rule spread across all sectors but rather an individual agreement 

among managers in one region. 

There is another question connected with the issue of wage negotiating – 

the way inflation is determined. In LMEs, inflation is controlled mainly by 

macroeconomic policy and market competition, whereas in CMEs wage 

arrangements resulting from coordinating negotiations contribute to reducing the 

inflationary effect as well. The experts concur that wage negotiations so far do not 

determine the inflationary rate in the Czech Republic, and wage increases do not 

result in growth of the inflationary rate. 12 of 14 experts tend to the opinion that 

“the inflationary rate is influenced rather by means of macroeconomic policy and 

market competition” than by wage negotiations, which implies LME type. 

On the other hand, such an unequivocal tendency toward LME appears not to 

be confirmed by experts’ opinions concerning labor market flexibility (difficulties in 
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hiring and firing of employees, predominating types of contracts). In the experts’ 

point of view, “flexible hiring and firing of employees that could response to 

changing market conditions is significantly limited by legal regulation (notice period 

and things like that), or by other impediments (collective agreements etc.)” (see 

Graph 4). 

  The Labor Code of the Czech Republic (Zákoník práce, 2006) strictly 

regulates the reasons that entitle employers to dismiss employees (§ 46). A notice 

period (period for announcement of firing) is 2 months for both sides – for an 

employer and for an employee as well (§ 45). An employer is supposed to discuss 

firing in advance with union representatives (§ 59, article 1)61 which the experts 

consider one of the labor market problems in the Czech Republic.  

Graph 4: Distribution of experts' responses 
concerning labor market flexibility in the Czech Republic 
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 Source of data: Own questionnaire survey. 

Such a policy of relatively strong employment protection is reflected by 

a predomination of long-term job contracts as well. 13 of 14 experts state that 

long-term contracts (or contracts for an indefinite period) are more common than 

                                                 
61 There is even a special rule for dismissal of a union representative (§ 59, article 2). 
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short-term contracts (or contracts for a definite period). One of the experts 

remarks: “The short-term contracts have been considerably restricted by the new 

Labor Code. What a shame…” The Labor Code (Zákoník práce, 2006) ordains 

that the maximum period for a job contract with a definite period (or for prolonging 

of a contract with a definite period) with the same employer is 2 years (§ 30). It 

means that employer is supposed to offer a contract with an indefinite period to 

that employee after these 2 years.  

In spite of these regulations limiting the flexible hiring and firing of employees 

that could be a response to changing market conditions, the Czech economy 

seems to be, rather, a liberal market economy, according to the employment 

rigidity index constructed by the World Bank (2007a, 2007b) and in comparison to 

some other OECD and EU countries (see Table 1). 

 

Table 2: Rigidity of Employment Index in Some OECD and EU countries 

Economy 
Rigidity of 

Employment Index 
OECD 33.3 
United States 0 
Australia 3 
Canada 4 
New Zealand 7 
United Kingdom 14 
Denmark 17 
Belgium 20 
Switzerland 23 
Czech Republic 28 
Japan 29 
Iceland 31 
Ireland 33 
Poland 33 
Hungary 34 
Austria 37 
Slovakia 39 

Economy 
Rigidity of 

Employment Index 
Netherlands 42 
Germany 44 
Bulgaria 47 
Finland 48 
Lithuania 48 
Turkey 49 
Portugal 51 
Romania 51 
Italy 54 
Norway 54 
France 56 
Slovenia 57 
Estonia 58 
Greece 58 
Latvia 59 
Spain 63 

Source of data: World Bank (2007a). 
Note: See Appendix 5 for explanation of construction of this employment rigidity index.  
 

There is one more indicator of the industrial relation sphere I could employ to 

determine which ideal type of market economy the Czech Republic is approaching 

– institutional mechanisms preventing poaching of employees. 12 of 14 experts 
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state that “firms are not (or very moderately) protected (by law, agreements or that 

sort of things) against poaching of their employees by other companies”. Such 

protection is very weak, but on the other hand, one of the experts notes that 

stronger measures could be misapplied. The Labor Code (Zákoník práce, 2006) 

enables an employer to make an agreement with his employee in which the 

employee pledges to refrain from doing business at the same branch as his 

employer or from competing with his employer after termination of employee’s job 

contract for a certain period, but with a maximum period of one year (§ 29a, article 

1). However, the employer is supposed to pay financial compensation to his 

former employee when an agreement is settled this way (§ 29a, article 2). 

Although there are no official statistical data concerning how many such 

agreements have been concluded, the experts incline toward the opinion – as it 

has been said above – that firms in the Czech Republic are not well protected 

against poaching. Once again then, the analysis of this indicator shows a situation 

typical for LMEs. 

Summarizing the findings concerning the sphere of industrial relations and 

the employees’ sphere, one can see a tendency to LMEs rather than to CMEs. 

Even though the experts declare that employment protections (regulations 

concerning employment) are quite restrictive in the Czech Republic, the 

international comparison shows that the Czech Republic belongs among the 

countries with a relatively low employment rigidity index, and it means it falls 

among quite liberal countries such as the United States, the United Kingdom, and 

Canada. The other indicators presented above point to this inclination toward 

LMEs as well.62 

Taking into consideration the concept of institutional complementarities, 

I suppose on the basis of the previous findings that LME’s approach to resolving 

coordination problems should predominate in the sphere of vocational training and 

education as well. It means, for instance, employers not protected against the 

poaching of their employees should not be willing to invest in company-specific 

                                                 
62 Nonetheless, it should be remarked that the solving of coordination problems in the sphere of 
industrial relations and the employees’ sphere in big enterprises can differ from the solutions 
adopted by small and medium enterprises. Big enterprises can incorporate some of features of 
CME’s coordination problem solving (see above, for instance, labor union power). 
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skills; general skills are expected to predominate. The next subchapter analyzes 

this sphere. 

 

4.2.2 Vocational Training and Education Sphere 

It is not a simple issue to find evidence concerning labor force skills in 

a particular economy. Statistical data proving the predominance either of general 

skills or of specific skills do not exist. Neither do the experts provide an explicit 

answer regarding this issue. However, the responses tending to the opinion that 

“highly specialized labor forces predominate in the Czech Republic” are slightly 

more common (see Graph 5).  

Graph 5: Distribution of experts' responses 
concerning labor force skills in the Czech Republic 

(7-points scale)
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Source of data: Own questionnaire survey. 

 

One of the experts observes that highly specialized labor forces predominate 

particularly in engineering industry. Another one remarks: “Schools strive to raise 

professionals at particular fields, but practice is making big strides forwards. 

However, Czech labor forces are very flexible and are able to adapt quickly to 

changing conditions.”  
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Nonetheless, it seems that the base of education and vocational training is 

provided by institutions of formal education rather than by employers, which would 

imply the LME’s approach. Crowley notes that employers in eastern European 

countries “have shown little interest in coordination their efforts” regarding skills 

training (Crowley, 2006: 15). As a consequence, Crowley sees “emerging skills 

mismatch in the labor market” in east central Europe, for the reason that the 

education system, lacking of information on companies’ needs, is “not training the 

right kind of workers” (ibid.). “This is precisely the type of shortcoming the 

coordinated model of skills training is designated to alleviate.” (ibid.) The Czech 

experts confirm such findings as well (for instance, Ochrana…, 2007). The Czech 

market lacks of apprentices in some special branches (welders, needlewomen, 

metalworkers, construction workers etc.) and companies that lack skilled workers 

have to employ foreigners (mostly from Eastern Europe, especially from Ukraine). 

Such a situation is completely different from circumstances before the year of 

1989: 

Communist political economies tended to produce skilled labor, and the 
presence of skilled labor is often said to be one of the comparative 
advantages enjoyed by postcommunist societies. However, skills training in 
the communist period was provided not through apprenticeships coordinated 
by private employers, but in state-run vocational institutions. Moreover, much 
of the skills training that took place was specific to meeting the demands of 
a planned economy, not to allowing firms to compete in a competitive global 
market.       (Crowley, 2006: 14) 

 

Despite such a declared current “mismatch” in the labor market when labor 

force skills do not suit employer demands, there have been some attempts to 

harmonize the content of vocational education and training with labor market 

needs “by the representation of social partners on so-called ‘field groups’” 

(Cedefop, 2005: 16). Such groups were formed in 1998 and they were supposed 

to contribute “to the identification of objectives and the content of VET [vocational 

education and training]” (ibid.). The role of enterprises in vocational education and 

training is supposed to be advisory and decision-making. Enterprises should take 

over responsibility for “planning and implementation of training in companies 

(collective agreements)” and for “cooperation between schools and companies” 

(ibid. 17). At the sectoral level, social partners should take over responsibility for 

the “formulation of general frameworks for providing continuing training in 
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companies” and for “cooperation in the development of framework curricula” 

(ibid.). However, the Cedefop report concedes that “project implementation suffers 

from problems relating to social dialogue, most importantly to low levels of 

motivation on the part of social partners and missing legislation” (ibid. 16). Thus, 

‘field groups’ seem not to work optimally in practice. 

Responses of the experts regarding the issue of an operation of employer 

associations or trade unions coordinating and supporting training of employees of 

the particular sector differ (see Graph 6). Some kind of cooperation in this field 

(responses of 7 and 5 value) is mostly affirmed by the representatives of 

professional unions. One of them confirms the formation of sectoral councils for 

vocational education and training mentioned in the Cedefop report (2005). Such 

councils should determine the minimum level of education and skills for a certain 

profession.  

On the other hand, the experts of the Czech Business Chamber and other 

institutions who have evaluated the economy as a whole not only particular 

sectors state “employer associations or trade unions of particular industrial sector 

coordinating training of employees of this sector (negotiating about contents of 

education and training employees in this sector and things like that) do not exist in 

the Czech Republic”. At the same time, they remark if such associations exist, 

they are very weak, or they work only in big enterprises (for instance, Škoda Auto). 

Unions – according to one expert – get involved in this issue minimally.63 

 

 

                                                 
63 But it seems not to be in competencies of unions to discuss the issue of training. As EIRO report 
observes: “Trade unions want to enlarge the scope of items for collective bargaining beyond pay 
questions. This refers mainly to working times, training, retraining, pre-retirement, and the inclusion 
of ‘social plans’ in the agreements which envisage for the employees various types of support such 
as contributions towards skill development, rehabilitation, leisure activities and cultural events, and 
company health care.” (EIRO, 2007: 8). 
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Graph 6: Distribution of experts' responses concerning operation of 
employer associations or trade unions coordinating and supporting 
training of employees of the particular sector in the Czech Republic 

(7-points scale)
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Source of data: Own questionnaire survey. 
Note: One of the experts has not answered this question, he provides only a comment. 
 
 

What about the issue of employees’ willingness to make investments (time, 

potentially money) in firm or industry specific skills? The experts are not unified in 

their responses to this question either. While 4 experts incline toward the opinion 

that employees are not ready to make such investments, 7 experts tend toward 

the contrary opinion.64 Differences seem to be in the size of enterprises. As one of 

the experts observes, the biggest problem regards self-employed persons or 

employees of small firms (2-10 employees) who are not willing to invest in their 

vocational education until new technologies and changed market conditions force 

them to do it. On the other hand, in big enterprises employees seem to be more 

willing to participate in continuing vocational training and education because they 

                                                 
64 2 experts have chosen a neutral answer of value 4, and one expert has not responded this 
question at all. 
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believe their investments in specific skills are at least partly protected by collective 

agreements made by labor unions. Nonetheless, the experts point out that 

employees are willing to take part in educational courses predominantly when 

employers pay for such courses, and only seldom they are enthusiastic about 

doing so when they have to pay for them by themselves.65  

The official documents of the Czech Republic regarding education, National 

Programme for the Development of Education in the Czech Republic (Bílá kniha, 

2001) and Strategy for Human Development in the Czech Republic (Strategie…, 

2003), have suggested implementing some financial and non-financial incentives 

for employers to make their spending on education higher and more effective, and 

for employees as well, to motivate them to take part in educational courses. 

According to the findings of these documents, expenditures of enterprises in the 

Czech Republic on continuing vocational education and training of their employees 

are considerably lower than in other developed countries. Enterprises’ expenditure 

in this field actually has not reached half the comparable spending of western 

European firms (Bílá kniha, 2001).66 Insufficient investments in employees’ skills 

could have far-reaching consequences for the Czech economy regarding the lack 

of appropriately skilled workers who would be able to handle new technologies 

and participate in open international competitions (ibid.).  

Considering these issues of the sphere of education and vocational training 

the findings would support the statement that the Czech market economy is 

approaching the liberal type. Coordination of vocational training by employer 

associations seems to be rather weak and employer investments in employees’ 

continuing vocational training rather low. Neither do employees seem to be willing 

to invest money in company or industry specific education. However, exact 

statistical evidence confirming the experts’ opinions are missing. 

Although Eurostat (2007a) provides some indicators concerning education 

and training, most data are aggregate and to answer my research question I would 

need to analyze such specific issues as predominant type of skills or investments 

of enterprises in company- or industry-specific skills, data which are not available. 
                                                 
65 Nevertheless, the issue regarding employees’ investments in company or industry specific skills 
would need to be explored more by a special research. No official data are publicly available.  
66 But again, no present comparative statistical data are available. 
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Even though it is possible to find Eurostat data regarding costs of continuing 

vocational training (CVT) courses as a percentage of total labor costs (from all 

enterprise), costs of CVT courses per participant, per employee (only from 

enterprises with CVT courses), per training hour etc., none of these data are 

suitable as indicators that could assist in answering the research question. 

In the Methodological Part, however, I have suggested two indicators for 

a comparative analysis based on Eurostat data (2007a) which could be useful 

concerning the research topic. 

The first is the proportion of enterprises providing continuing vocational 

training.67 I come from a presumption that employers are willing to invest in 

employees’ education when they expect their investments are secure and 

employees will not be poached by another company after finishing the training (it 

implies CME). Conversely, where employers are not sure about it, they do not 

provide continuing vocational training (implying LME). Graph 7 demonstrates how 

the reality looked like for several EU countries in 1999.68 

The Czech Republic, with 62 % of enterprises providing continuing vocational 

training courses, has belonged to countries which have been above the average of 

EU-25 countries (53 %). This would suggest a conclusion that the Czech Republic 

has been, according to this indicator, tending toward CME. But there is one 

puzzling fact – the United Kingdom, as a traditional LME representative, has got 

an even higher proportion of enterprises providing CVT than the Czech Republic.  

Due to a lack of information about the methodological background by which 

Eurostat constructed this indicator and obtained such values, I can only speculate 

why the United Kingdom is, according to this indicator, among the countries with 

“strong industry-level training systems” (Knell, Srholec, 2007: 55) as the 

coordinated Scandinavian countries are. One of explanation could be the impact of 

Blair’s governing and his measures against unemployment, for instance the New 

Deal, supporting, among others, subsidized employment (probably each of the 

new-employed needs to be trained first of all). 

                                                 
67 Knell and Srholec (2007) employ such an indicator for their comparative analysis as well. 
68 More recent data are not available. 



 66

Despite this exception, it seems that rate of enterprises providing CTV 

courses in the Czech Republic approaches the CME countries’ values. 

Graph 7: Enterprises providing CVT courses as % of all enterprises
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Source of data: Eurostat (2007a). 
Notes: Data refer to the year 1999; more recent data are not available.  

  CVT = continuing vocational training. 
 

The other comparative indicator suggested in the Methodological Part is 

the proportion of all non-training enterprises which do not provide continuing 

vocational training courses for the reason that they have recruited people who 

already have the skills needed. A presumption is that the value for this indicator 

should be higher for LME where enterprises are not willing to invest in skills 

themselves but prefer to hire employees who have already got the appropriate 

skills needed by a company. To the contrary, “recruiting of people with the skills 

needed” is not an adequate reason for enterprises of CMEs not to provide 

continuing vocational training. 

Graph 8 presents data for this indicator. 



 67

Graph 8: Proportion of all non-training enterprises which do not provide 
continuing vocational training for the reason that they have recruited 

people who already have the skills needed
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Unfortunately, it seems it is not possible to draw a clear conclusion regarding 

the research question from this graph. The Czech Republic lies approximately in 

the middle of all comparing countries. Representatives of CME countries 

(Germany, Sweden etc.) possess lower levels, while representative of LME (the 

United Kingdom) higher ones but there are, again, some exceptions. For example 

Denmark, which I have designated a CME country according to the previous 

indicator, nonetheless has got the highest level, which would imply it is an LME 

country. Although this indicator theoretically appeared to be suitable for my 

research, after analyzing its values I have decided not to consider it for the 

purposes of my study.  
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Besides analyzing the education and vocational training of employees, 

another useful indicator of this sphere could be the retraining of the unemployed 

as a prospective labor force. Employment offices provide retraining as a part of 

active employment policy. “To retrain means to change or complement the existing 

qualification of a job seeker, and to acquire new knowledge and skills facilitating 

his/her performance of a suitable job” (Cedefop, 2005: 37). Two main types of 

such retraining have been developed: 

• specific (targeted) – i.e. a change of the existing qualification focusing on 
acquiring specific theoretical knowledge and practical skills for a suitable 
job. It is mostly based on existing or anticipated labour market needs, and 
often related to a specific job offer;  

• non-specific - i.e. focusing on enhancing the employability of individuals, 
particularly graduates of secondary schools and HE [higher education] 
institutions, by means of the acquisition of knowledge commonly required by 
the labour market.      (Cedefop, 2005: 37) 

 

According to Cedefop report “most people take part in specific retraining, i.e. 

designed to fulfill skills shortages in the labour market. However, the proportion of 

non-specific and complementary retraining courses has been rising (some 30 %)” 

(Cedefop, 2005: 37). Specific retraining targeted to the needs of particular 

companies would imply coordination between enterprises and employment offices, 

possibly with other partners (organizations providing training etc.). This indicator 

implies that the Czech Republic belongs to CME. 

The conclusion regarding the sphere of education and vocational training is 

not as clear as it was for the first two analyzed spheres. Although, for instance, 

formal education probably predominates over education provided by enterprises, 

and employer associations mostly do not coordinate (negotiation about contents 

etc.) to support education and vocational training of a particular industrial sector 

(and thus, these indicators point rather to LME’s approach and confirm the type 

I have deduced from findings over first two spheres), some activities signaling 

a non-market mode of coordination have appeared as well. So called ‘field groups’ 

stated in Czech official documents regarding education (Bílá kniha, 2001; 

Strategie…, 2003) could be mentioned as an example of attempts to make 

vocational education and training more coordinated and linked to labor market 

needs. The predominance of specific retraining targeted to enterprises’ demands 
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could be another example of a non-market coordination trend. And a comparison 

of the proportion of enterprises providing CVT among EU countries also implies 

the CME approach. Nonetheless, it would be worth testing this sphere more 

deeply, and a survey among employers and employees is likely to be the best way 

to get detailed knowledge about this sphere. 

 

4.2.3 Corporative Governance Sphere 

The corporative governance sphere regards the issues of access to finance 

from the employers’ point of view, and at the same time the issues of assurance of 

returns on their investments from the investors’ point of view. In CME investors 

have access to confidential information about particular firms thanks to 

membership in business networks or associations, and as a result they can decide 

about investments on the basis of the their private knowledge and the long-term 

reputation of the firm. In LMEs, on the contrary, investors are not provided with 

such confidential information about companies, and their decision to invest in 

a particular firm is in most cases based on current earnings and outcomes of the 

firm. 

The following graphs 9 and 10 and corresponding comments show this issue 

looks from the point of view of the experts in the Czech Republic. 

Graph 9 does not, again, show any explicit answer. The experts do not 

concur as to whether investors decide to invest in a particular firm according to 

current earnings or long-term reputation of that firm. Nonetheless, graph 10 is not 

so ambiguous – the experts point out that investors are not provided with 

confidential information about firms, and again it implies the LME approach. There 

is, however, a puzzling fact. In their comments, some experts remark that although 

official information is not easily available, there are some “other channels” by 

which private information about firms is disseminated among involved actors. 

I would assume that those “other channels” could be some relic of the socialist 

approach to information sharing, and thus some kind of unofficial coordination has 

continued. 



 70

Graph 9: Distribution of experts' responses 
concerning investors' incentives to put their money in a particular firm 

(7-points scale)
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Source of data: Own questionnaire survey. 
 

Graph 10: Distribution of experts' responses 
concerning accessibility of firm's confidential information to investors 

(7-points scale)
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4.2.4 Inter-Firm Relations Sphere 

The inter-firm relations sphere concerns the relationships of a company to 

other enterprises, both suppliers and clients. As has been presented in the 

empirical cases of Germany and the USA in the Theoretical Part, I focus on the 

example of how companies solve coordination problems regarding new 

technologies and innovation diffusion. The assumption drawn from the Varieties of 

Capitalism approach is that this problem is usually solved by inter-company 

cooperation in CMEs, for instance by means of research institutes from which new 

technologies are spread. To the contrary, in LMEs where such cooperation does 

not exist, enterprises rely on the advantages of the flexible labor market allowing, 

among other things, poaching of engineers and researchers. Licensing and sale 

innovations to affect technology transfer are extended in LMEs as well. 

In the Czech Republic, both these methods occur, and according to one 

expert’s comment, “it is fifty-fifty”. This is also supported by the results of the 

questionnaire survey where the most frequent answer regarding this issue has 

been 4 – a middle tendency (see Graph 11).  

In the ministerial report The Conception of Innovation for Industry and Trade 

Sector for Period of 2005 – 2008 (Koncepce inovací, 2004) it is possible to find 

another interesting fact that could help to determine how the solution to the 

coordination problem of new technologies and innovation has been approached in 

the Czech Republic. According to the report, the most important partners for 

innovation development of enterprises in the Czech Republic during the years 

1999-2001 were their clients and customers, followed by companies from the 

business group, and suppliers. Much less importance was assigned to universities 

and state or nongovernmental research institutes. The least contribution for 

innovation development was attributed to competitive enterprises. However, 

cooperation among enterprises, their clients, customers, suppliers and other 

companies from the same business group can be used as evidence for a CME 

approach in this sphere. 
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Graph 11: Distribution of experts' responses 
concerning diffusion of new technologies 

(7-points scale)
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As stated in the Methodological Part, I employ one more comparative 

indicator regarding this sphere – the proportion of investments in the research and 

development field by business enterprise sector from total amount of investments. 

I assume enterprises in CMEs are more willing to invest in innovation research 

and development when they believe that their investments are protected – that 

their scientist and engineers will not be poached by other enterprises due to 

limited employment flexibility (long-term contracts with researchers, collective 

agreements etc.). In LMEs, on the other hand, where the flexibility is much higher 

and enterprises’ investments in innovation and development are not so protected, 

the willingness of companies to invest in this field is expected to be lower. 

Graph 12 provides a comparison of the proportion of investments in the 

research and development field by business enterprise sector from the total 

amount of investments (2003) in some European countries. 
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The Czech Republic with a rate of 51,4 % belongs to countries with 

a somewhat higher level of this variable, although the traditionally-coordinated 

countries Germany and Sweden have their values nearly 15 % higher. On the 

other hand, the United Kingdom, as a LME representative, has a value about 10 % 

lower than the Czech Republic.  

According to the findings presented for this sphere, I would say that the 

Czech Republic approaches a coordinated type of market economy, despite the 

fact that some liberal elements (e.g. fluctuation of professionals, researches and 

engineers as a method of innovation and new technologies diffusion) appear as 

well. 

Graph 12: Proportion of investments in research and development field 
by business enterprise sector from total amount of investments (2003)

0

10

20

30

40

50

60

70

80

90

Li
th

ua
n i

a

C
yp

ru
s

B
ul

ga
ria

P
ol

an
d

G
re

ec
e

H
un

ga
ry

P
or

tu
g a

l

E
st

on
i a

L a
tv

i a

C
ro

a t
ia

U
ni

te
d  

Ki
ng

do
m

S
lo

va
ki

a

A
us

tri
a

R
om

an
ia

S
pa

in

F r
an

ce
N

et
h e

rl a
n d

s
C

ze
ch

 R
e p

u b
l ic

S
lo

ve
ni

a

Ire
l a

n d
D

en
m

a r
k

B
el

gi
um

S
w

ed
en

G
e r

m
an

y

F i
n l

a n
d

L u
xe

m
b o

u r
g

%

Pergentage of total intramural research and development expenditure (2003) made by
business sector

Source of data: Eurostat (2007a). 
Notes: Data refer to the year 2003. 



 74

   
4.2.5 Indexes of Coordination Level 

In the Methodological Part, I have presented two composite indicators of 

coordination level. Each of them is comprised of three parts (see the 

Methodological Part for the detailed description).  

Data for both indexes of the coordination level are displayed in Appendix 6. 

Positive numbers indicate a high level of non-market coordination, which means 

coordinated market economies. On the other hand, negative numbers indicate the 

market mode of coordination, i.e., liberal market economies.  

The Czech Republic has the positive values of coordination index by both 

these measures. According to the composite indicator by Baláž (2006), the score 

of the Czech Republic is 0,8. Knell and Srholec (2007) state the coordination level 

of the Czech Republic is on their scale 4,4 (see the Appendix 6 for other countries 

ranking).69 It would imply that the Czech Republic belongs to CME countries. 

However, following Knell and Srholec (2007) it has to be pointed out that the 

composite indicator does not include information about wage bargaining. 

Therefore some CME representatives, for instance, Scandinavian countries, have 

lower levels of composite coordination index than the Czech Republic (it means 

they would approach rather the liberal type). Furthermore, considering previous 

findings about the industrial relations sphere including wage bargaining and other 

indicators, the Czech Republic may move closer to the liberal type. 

 

4.3 Indicators and Their Values in the Case of the Czech 
Republic 

Is the Czech Republic more of a liberal or coordinated market economy, 

then? The following Table 3 summarizes the presented indicators with their values 

in the case of the Czech Republic. 

                                                 
69 In the case of the Czech Republic, the most liberal component of both of these composite 
indicators is the index regarding labor market environment/regulation; on the other hand, the most 
coordinated part is index regarding business environment/regulation (Baláž, 2006, Knell, Srholec, 
2007). 
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Table 3a: Indicators and Their Values in the Case of the Czech Republic 

 

Indicators 

Coordinated 
market 
economies 

Liberal 
market 
economies 

 
Note 

trade union density high low 
in comparison with 
EU-25 countries 

employer organization density high low 
in comparison with 
EU-25 countries 

collective bargaining coverage high low 
in comparison with 
EU-25 countries 

company-level employee 
representation  high quite low 

in comparison with 
EU-25 countries 

degree of bargaining centralization high low 
in comparison with 
EU-25 countries 

dominant level of collective 
bargaining 

national or 
sectoral 

rather 
company 

 

power of trade unions strong weak 

in small and medium 
firms weak, in big 
enterprises strong 

workers' participation in firm significant 
weak to 
non-existent 

“councils of employees” 
are not common  

salaries in firms in one industrial 
sector similar various 

differs rather regionally 

way of influencing of inflation 
wage 
bargaining  

macroecono
mic policy 
and market 
competition 

 

institutional mechanisms 
preventing poaching of employees significant weak 

 

consulting of hiring and firing with 
employees’ representatives or 
trade unions 

mainly 
compulsory 

not 
compulsory 

 

job contracts 

long-term (or 
for indefinite 
period) 

short-term (or 
for definite 
period) 

 

In
du

st
ria

l R
el

at
io

ns
  a

nd
 E

m
pl

oy
ee

s’
 S

ph
er

es
 

rigidity of employment index high low 
in comparison with 
OECD and EU countries

skills 

specific 
(company or 
industry) general  

according to available 
information is not 
possible to say exactly 

vocational education and training 
employer 
cooperation 

formal 
education 

 

employer association (or trade 
union) supervising industry 
vocational training system and 
negotiating the contents of such 
training mainly yes mainly not 

 

proportion of enterprises providing 
continuing vocational training high low 

in comparison with EU 
countries 

proportion of all non-training 
enterprises which do not provide 
continuing vocational training for 
the reason that they have recruited 
people who already have the skills 
needed low high 

 
 
 
 
not applicable indicator 
(see the text above) 

Vo
ca

tio
na

l T
ra

in
in

g 
an

d 
Ed

uc
at

io
n 

Sp
he

re
 

type of retraining  
targeted/spe
cific 

general/non-
specific 
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Table 3b: Indicators and Their Values in the Case of the Czech Republic (continuation) 
 Indicators 

Coordinated 
market 
economies 

Liberal 
market 
economies 

 
Note 

accessibility of firm’s confidential 
information to investors mainly yes mainly not 

official information are 
not easily available, 
however, there are other 
unofficial ‘channels’ 

C
or

po
ra

te
 

G
ov

er
na

nc
e 

investors’ incentives to put their 
money in a particular company 

the company’s 
long-term 
reputation 

current 
earnings and 
outcomes of 
the company 

 
according to available 
information is not 
possible to say exactly 

diffusion of new technologies  

a cooperation 
among firms 
in one 
industry 
sector 
(research 
institutes etc.) 

free 
fluctuation of 
engineers and 
scientists 
among firms 

both means are used, 
however the ministerial 
report (Koncepce 
inovací, 2004) mentions 
significant cooperation 
among enterprises, their 
clients, customers, 
suppliers and other 
companies from the 
same business group 

In
te

r-
Fi

rm
 R

el
at

io
ns

 S
ph

er
e 

proportion of investments in 
research and development field 
done by business enterprise sector 
from total amount of investments  rather high low 

 
 
in comparison with EU 
countries 

level of coordination (composite 
indicator by Baláž) high low 

a value is 0,8 – positive 
number implies CMEs, 
however, in a 
comparison of some 
chosen countries the 
Czech Republic is in the 
middle (see Appendix 6)  

C
oo

rd
in

at
io

n 
le

ve
l 

level of coordination (composite 
indicator by Knell and Srholec) rather high low 

a value is 4,4 (see 
Appendix 6 for 
a comparison) 

 
Note: The values for the Czech Republic are bold. 

 

 

The employed indicators do not provide an explicit answer whether the Czech 

Republic is a coordinated or a liberal market economy. A simple summation of the 

indicators for each of the ideal types would suggest the Czech Republic is closer 

to a liberal market economy. However, the indicators do not have the same 

weight. One can see that some of them overlap and reinforce each other (mainly 

in industrial relations and employees’ spheres), representation of indicators in all 

spheres is not equivalent, and the indexes of the coordination level as composite 

indicators comprised of more variables imply a tendency toward the coordinated 

market economy.  
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Moreover, qualitative analysis of some official documents regarding the 

investigated topic has been presented as well (Zákoník práce, 2006; Cedefop, 

2005; Bílá kniha, 2001; Koncepce inovací, 2004 etc.) and not all findings based on 

it would support the statement that the Czech Republic is a liberal market 

economy. 

Furthermore, I would bolster Myant’s point of view that the concept of 

institutional complementarities is not fully applicable in the case of the Czech 

Republic. “Complementarities can be identified, but they are different from those 

found in established approaches and are frequently not linked to enhancing 

competitiveness.” (Myant, 2007: 119)  

What conclusion can be drawn, then? The following part, the Conclusion, 

tries to answer. 
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5. CONCLUSION: Liberal, or Coordinated? 
“…following the dichotomy used in the varieties of capitalism literature, the 

new member states [of the European Union], with the exception of Slovenia, are 

clearly more ‘liberal’ than ‘coordinated’” (Crowley, 2006: 27). Yes, that is true but 

only when the sphere of industrial relations and partly the sphere of education and 

vocational training are analyzed as Crowley has done.  

As far as I have investigated, according to the indicators of all five spheres of 

the coordination problems, which Hall and Soskice (2001a) have suggested in 

their Varieties of Capitalism approach, the answer to whether the Czech Republic 

is approaching a liberal or a coordinated market economy is not so clear. Behind 

Crowley’s argument, there is a presumption that the concept of institutional 

complementarities is applicable to the new European Union member states as 

well. However, it seems that in the case of the Czech Republic this concept is not 

appropriate. As Myant observes, “capitalism in the Czech Republic lacked the 

stability provided by complementary features that can support each other” (Myant, 

2007: 119).  

The indicators employed in this study, thus, do not display an obvious 

tendency towards any of Hall’s and Soskice’s ideal types. The sphere of industrial 

relations and the employees’ sphere seem to be strongly influenced by the 

economic transformation in 1990s which was driven by a neo-liberal agenda and 

policy approach. Nevertheless, the relatively strong regulations – concerning, for 

instance, types of contracts or an obligation to discuss hiring and firing with trade 

unions etc. – reflect the social interests of other involved actors (employees, 

unions etc.) as well, and, thus limit the decision-making of employers and impede 

their responding flexibly to changing market conditions. 

The indicators, applied to the sphere of education and vocational training, 

appear to be ambiguous as well. Some of them would imply the liberal approach 

(for instance, formal education appear to predominate over education provided by 

enterprises, and employer associations mostly do not coordinate and support 

education and vocational training in a particular industrial sector), some others, on 
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the other hand, signalize a non-market mode of coordination (‘field groups’, 

targeted retraining etc.).  

Those few indicators I have provided for the spheres of corporate governance 

and inter-firm relations point out a mixture of both types of market economy as 

well. It seems that, despite an official and declared liberal market course, 

the actors cooperate out-of-market somehow (unofficial ‘channels’ of sharing 

information, cooperation among enterprises, their clients, customers, suppliers and 

other companies from the same business group in innovation development etc.). 

This might be one of the consequences of the transformation of the Czech 

economy from socialist centralized planning to a market economy. As has been 

mentioned above, institutional alternation did not keep the speed and liberal 

direction of economic transformation and a restructuring of ‘institutional settings’ 

was strongly affected by different political and social interests (Lane, Myant, 2007). 

Therefore there might be ambiguous findings pointing to both of these different 

ideal types in the discussed spheres, and within a particular sphere as well. 

Hall’s and Soskice’s Varieties of Capitalism approach was developed by 

a comparison of advanced industrialized economies, and it seems to be a bit 

problematic to use this approach strictly without any additional explanatory 

comments in the case of the Czech Republic, precisely for the reason that the 

Czech Republic underwent a transformation process and not all institutions have 

been altered in the same way. Due to this, some parts of Varieties of Capitalism 

approach (for instance, the concept of institutional complementarities) appear not 

to be applicable in the case of the Czech Republic. 

Nonetheless, in my point of view, anyway, the Varieties of Capitalism 

approach can contribute to an investigation of present ‘institutional settings’ of the 

contemporary Czech market economy by analyzing firms, as the key actors, and 

constellations of their interactions with other actors. However, it would have to be 

done sphere-by-sphere and with an awareness of potential limitations. Then, the 

Varieties of Capitalism approach could provide an appropriate analytical 

framework for studies of employers’ preferences and strategies towards particular 

social policy issues in the Czech Republic. But this is already a proposal for 

another study… 
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APPENDIX 1 

Chart 1: Illustration of Interconnection between 
Theoretical Approaches Discussed in the Theoretical Part 

 
 
 
 
 
 
 
 
 
 
Source: The author of this MA Thesis based on Peters (1999) and Hall, Soskice (2001b). 
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Chart 2: The Domain of Interaction-Oriented Policy 
Research Presented by Scharpf (1997) 

 
 
 
 
 

 
 
 
Source: Scharpf (1997: 44). 

Note: The terms of “institutional settings”, “actors”, “orientations”, “capabilities”, 
“constellations”, “modes of interactions” used in this chart are explained in the Theoretical 
Part, in the subchapter of Actor-Centered Institutionalism.  
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APPENDIX 2 

Flexibility Issue in LMEs and CMEs 

Contemporary “post-Fordist manufacturing70 and the organization of services 

require far more labour flexibility than does traditional mass-production industry” 

(Regini, 2000: 15, footnote added by the author of this Thesis). This statement is 

valid both for LMEs and even for CMEs – the labor flexibility is “crucial if new 

modes of production are to function properly” (ibid.). But the type of labor flexibility 

– and it does not matter if we understand this term as “the ability to combine 

resources, to accept diversified regulation, [or] to adjust to the company’s 

changing needs” (ibid.)71 – differs between LMEs and CMEs. 

Whereas firms in LMEs prefer mostly numerical flexibility in combination with 

wage flexibility, companies in CMEs choose typically functional flexibility with 

temporal flexibility. Let us define these types of labor flexibility in detail.72 

Numerical (external, or employment) flexibility denotes “managerial capacity 

to dismiss employees in order to allow downsizing or replace workers whose skills 

have become obsolete, and to use new forms of employment – such as atypical, 

temporary, or contingent work – when hiring new workers” (Regini, 2000: 16). 

                                                 
70 “Post-Fordism, which overlaps with post-industrialism and globalization, implies a ‘flexible’ 
system of production of goods and services based on information technology, product innovation 
and decentralized organization of work. […] The post-industrial economy involves a major shift 
from manufacturing to service employment, which in turns implies other changes, namely in the 
nature of jobs and their gender composition.” (Mishra, 1999: 34) 
71 Regini (2000) defines the labor flexibility different ways: a) “the ability to use machines and 
workers in different combinations in order to adapt to changing market conditions”, b) “the ability to 
combine the different components of the employment relation (wage levels, skills, working time, job 
security, etc.) in different ways”, c) “non-standardization, diversification, and non-uniformity of 
labour performance and conditions”, what means tries to find possibilities to “destandardize labour 
contracts or wages” by employers and for employees’ diversification of working time and work 
roles, d) “adaptability and versatility: the ability to adjust quickly changes”, it means the firm ability 
to reorganize itself as a response to “fluctuations in their environment” (Regini, 2000: 15). 
72 It is necessary to notice that it does not mean that all firms in LMEs prefer numerical (and wage) 
flexibility and all firms in CMEs functional (and temporal) one. In practice, there exists so called 
labor market segmentation – social processes that result on the one hand in separation of certain 
groups of working positions or sectors, and at the same time, on the other hand, in distinguishing of 
different socially determined opportunities of various individuals and labor force groups. Thus, there 
is a dichotomy between primary labor markets and secondary ones; or between internal and 
external ones (Sirovátka, 1997). As an empirical case we can show an example of Japan – there is 
a “high functional and temporal flexinility for a core group of permanent employees and extreme 
numerical and wage flexibility for the large periphery of temporary, contingent jobs” (Regini, 
2000: 21). 
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Numerical flexibility is often combined with wage (financial) flexibility that concerns 

“the extent to which management is free to alter wages and wage systems in 

response to changing labour market or competitive conditions; [it means] to adopt 

pay structures and pay levels not fully determined by collective agreements or 

statutory regulation” (ibid. 16-17).73  

On the other hand, functional (internal, or technical-organizational) flexibility 

refers to “the employers’ ability to move employees from one task or department to 

another, or to change the content of their jobs” (Regini, 2000: 16). It concerns also 

their ability to “reorganize their existing workforce so as to adapt to new 

technologies and new ways of utilizing their human resources by means such as 

job rotation, multi-skilling, retraining, mobility and so on” (Kalleberg, 1990: 18, 

quoted by Regini, 2000: 16). The important aspect of this type of flexibility is to 

motivate employees to invest into their skills, retraining, and a new qualification, 

to stimulate them to take charge of new tasks and accept reorganizations of work 

(Regini, 2000). Functional flexibility is used to be linked to temporal (working-time) 

flexibility74 which refers to “the possibility of adjusting the amount of labour utilized 

in accordance with cyclical or seasonal shifts in demand by varying the number of 

hours worked in a day, week or year, rather than the number of people employed 

or the degree of stability of their employment” (ibid. 17). As examples of the forms 

of this flexibility type, Regini presents “overtime, shiftwork, flexible part-time, and 

weekly or annual working time arrangements” (ibid.).  

It is important to remark there are contradictions among the four presented 

flexibility types, especially between numerical and wage flexibility on the one side 

and functional and temporal flexibility on the other side.  
Too much of the former [numerical and wage flexibility] usually prevents 
achievement of a sufficient amount of the latter [functional and temporary 
flexibility], in that it implies a lack of trust and cooperation, and unwillingness 
to share information, a disincentive against long-term investment in human 
resources, and greater resistance to technological ad organizational change. 
         (Regini, 2000: 20) 

                                                 
73 Compare with the coordination problems in the employees’ sphere. Institutional settings of LMEs 
allow managers to make decisions independently (without consultations with unions or employees’ 
representatives) what is reflected by the preferred type of labor flexibility – numerical or wage 
flexibility. 
74 Temporal flexibility is “often viewed as a variant of functional flexibility, since both types imply 
adjustment in the work performance of employees, as opposed to variation in their wages or their 
security of employment” (Regini, 2000: 17). 
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Where numerical flexibility is high, firms tend not to invest into human 

resource development and employees are not stimulated to take part in specific 

educational courses. There is a very weak relation between a firm and its 

employees too. On the other hand, the conditions which lead to the functional 

flexibility – as long-term employment contracts or a strong relation between a firm 

and its employees – mean “that labor becomes a fixed cost for the organization. 

Labor as a fixed cost, in turn, decreases employers’ wage and employment [it 

means numerical] flexibility” (Kalleberg, 1990: 18-19, quoted by Regini, 2000: 20).  
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APPENDIX 3 

Table of Comparative Indicators of Industrial Relations 

 
See the following page. 
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Table of Comparative Indicators of Industrial Relations 
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EU-25 100 2.1% 2% 2.2% 62.8% 8.7% 25% 58% 53% 66% 34% 9% 28,619 euro  - 2,888 euro 
 
+3.0% +3.2% 54.7% 75% 38.8 39.9 

Austria 122.7 1.8% 1.6% 1.9% 68.5% 4.1% 33% 100% 61% 98% 71% 17% 32,434 euro No min wage 3,339 euro +2.3% +2.2% 60.8% 74% 38.5 40.8 

Belgium 118.4 2% 1.4% 2% 60% 7.3% 49% 72% 66% 96% 61%
no 

data 34,643 euro 1,187 pps 3,910 euro +3.1% +3.1% 51.7% 83% 38.6 39.0 

Cyprus 82.8 3.4% 2.8% 3.1% 68.1% 4.6% 70% 57% 50% 68% 26% 31% 19,290 euro No min wage 1,903 euro 
 
+2.0% +4.8% 57.8% 72% 38.0 40.2 

Czech Republic 70.3 3.1% 4.8% 2.5% 64.9% 8% 22% 32% 44% 35% 27%
no 

data 5,148 euro 439 pps 842 euro 
 
+4.0% +6.6% 56.6% 76% 38.0 41.7 

Denmark 121.8 1.5% 1.9% 2.1% 75.8% 4.9% 80% 52% 67% 83% 54% 19% 44,692 euro No min wage 4,186 euro +2.4% +3.9% 71.5% 80% 37.0 39.2 
Estonia 51.2 7.2% 6.2% 3.5% 61.9% 10.6% 14% 25% 25% 22% 25% 3% 4,343 euro 304 pps 650 euro +8.6% 8.9% 58.2% 73% 40.0 41.2 
Finland 112.3 2.8% 3% 1.8% 67.7% 9.2% 71% 70% 90% 82% 57% 8% 32,126 euro No min wage 3,698 euro 2.7% +3.9% 65.4% 82% 38.2 39.2 
France 109.3 2.1% 2.8% 2% 62.8% 9.1% 8% 78% 65% 90% 17% 10% 28,847 euro 1,170 pps 3,294 euro +3.1% +2.3% 56.5% 83% 36.0 38.9 
Germany 108.7 1.2% 1.5% 1.5% 65.4% 8.3% 8% 63% 53% 65% 47% 1% 40,954 euro No min wage 3,747 euro +2.3% +1.2% 58.8% 74% 37.6 39.9 

Greece 82 4.6% 3.8% 3.4% 57.7% 10.5% 20% 70% 42% 65% 39%
no 

data 16,739 euro 774 pps 1,984 euro +4.6% +5.9% 43.1% 75% 40.0 41.0 
Hungary 60.1 4.4% 3.8% 7.2% 56.5% 5.8% 17% 40% 36% 42% 26% 4% 7,100 euro 364 pps 838 euro +9.1% +12.9% 50.2% 86% 40.0 41.0 
Ireland 137.1 6.1% 4.6% 4.1% 65.7% 4.3% 38% NRD 53% NRD 64% 5% 32,912 euro 929 pps No data +5.3% +6.8% 55.3% 74% 39.0 39.0 
Italy 105.5 1.34% 0.4% 2.5% 55.5% 8.8% 34% 51% 66% 70% 34% 18% 20,583 euro No min wage 2,904 euro +2.3% +2.7% 42.1% 81% 38.0 38.7 
Latvia 42.8 7.7% 7.8% 3.2% 60.1% 11.9% 16% 25% 27% 20% 30% 0% 3,806 euro 283 pps 357 euro NA +9.4% 56.5% 79% 40.0 43.3 
Lithuania 47.8 7.1% 8.1% 0.5% 59.8% 14% 14% 20% 23% 15% 23% 1% 3,972 euro 281 pps 508 euro NA +6.6% 57.5% 83% 40.0 39.5 
Luxembourg 226.2 4.1% .70% 2.8% 62.7% 3.1% 46% 80% 58% 58% 33% 2% 40,575 euro 1,237 pps No data +4.2%  +4.0% 51% 81% 39.0 39.7 
Malta 69.2 0.9% 1.6% 2.5% 54.2% 7.5% 63% 63% 10% 56% 24% 6% 11,926 euro 821 pps 1,257 euro +2.4% +2.8% 33.1% 94% 40.0 40.6 
Netherlands 124.4 1.3% 0.6% 3% 73.6% 3.2% 25% 85% 64% 81% 58% 1% 37,900 euro 1,202 pps 3,828 euro +3.1% +3.5% 65.3% 76% 37.0 38.9 
Poland 48.8 3.2% 4.9% 4.3% 52.6% 18.5% 17% 20% 22% 35% 20% 0% 6,230 euro 398 pps 699 euro +4.6% +4.6% 47% 86% 40.0 41.5 
Portugal 72.4 1.3% 1.3% 3.3% 68.4% 5.2% 17% 58% 34% 87% 30% 4% 15,196 euro 663 pps 1,395 euro +3.7% +5.1% 61.3% 80% 38.6 40.2 
Slovakia 51.9 4.1% 6.7% 7.8% 57% 18.5% 30% 30% 50% 50% 33% 0% 5,706 euro 320 pps 636 euro +6.8% +8.4% 51.6% 71% 40.0 41.4 
Slovenia 79.1 3.4% 3.8% 6.9% 63.6% 6.2% 44% 40% 64% 100% 43% 3% 11,280 euro 667 pps 1,497 euro +6.5% +8.8% 58.8% 89% 40.0 41.5 
Spain 97.6 3.5% 0.2% 3.3% 58.7% 11.2% 16% 72% 41% 81% 38% 35% 19,828 euro 625 pps 2,082 euro +3.3% +3.1% 44.7% 75% 38.5 40.5 

Sweden 117.4 2.6% 3% 1.9% 73.1% 5.5% 77% 55% 86% 92% 56% 3% 33,620 euro No min wage 4,313 euro 
 
+3.0% +3.5% 71.5% 85% 38.8 39.9 

United Kingdom 116.3 2.8% 2.3% 1.2% 71.4% 5% 29% 40% 47% 35% 13% 4% 41,253 euro 1,084 pps 3,849 euro +3.1% +3.9% 65.2% 70% 37.3 43.2 
Sources of data: Carley, Weiler, Newell (2007). 
Notes: For indicator definitions see Weiler (2005) or Carley, Weiler, Newell (2007). Data reffer to 2000-2004 and cover countries of EU-25. 
NRD = no reliable data, NA = not applicable, No min wage = no minumum wage 
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APPENDIX 4 

Questionnaire 

1. Highly specialized 
labor forces 
predominate in the 
Czech Republic. 

 

 
  1  2  3  4  5  6  7 
 
 

Labor forces with 
general skills, useable 
in different professions, 
predominate in the Czech 
Republic. 

Comments: ……………………………………………………………………………………. 
 
 
2. Trade unions have a 

strong position 
during negotiating 
wages and working 
conditions.  

 
  1  2  3  4  5  6  7 
 
 

Trade unions have a 
weak position during 
negotiating wages and 
working conditions.

 
Comments: ……………………………………………………………………………………. 
 
 
3. Salaries of workers in 

similar working 
positions vary from 
firm to firm in one 
industrial sector. 

 

  
 
 1  2  3  4  5  6  7 
 
 
 

Salaries of workers in 
similar working positions 
are comparable in one 
industrial sector. 

Comments: ……………………………………………………………………………………. 
 
 
4. Councils of 

employees exist as 
advisory body for 
firms’ management 
(wage and working 
condition bargaining 
etc.) in firms in the 
Czech Republic. 

 

  
 
 1  2  3  4  5  6  7 
 
 
 
 
 

Councils of employees 
do not exist as advisory 
body for firms’ 
management (wage and 
working condition 
bargaining etc.) in firms in 
the Czech Republic. 
 

Comments: ……………………………………………………………………………………. 
 
 
5. Employees are not 

ready to invest (time, 
potentially money) 
into firm or industry 
specific skills. They 
prefer mostly general 
education, useable in 
different companies 
and branches.  

 
  
 
 1  2  3  4  5  6  7 
 
 
 
 
 

Employees are ready to 
invest (time, potentially 
money) into firm or 
industry specific skills 
what they suppose it will 
be appropriately 
assessed.  
 

 
Comments: ……………………………………………………………………………………. 
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6. Employer 
associations or trade 
unions of particular 
industrial sector 
coordinate and 
support training of 
employees of this 
sector (negotiating 
about contents of 
education and training 
employees in this 
sector and things like 
that). 

 
 
 
 
 
 
 1  2  3  4  5  6  7 
 
 
 
 
 
 

 
Employer associations or 
trade unions of particular 
industrial sector 
coordinating training of 
employees of this sector 
(negotiating about 
contents of education and 
training employees in this 
sector and things like 
that) do not exist in the 
Czech Republic.

 
Comments: ……………………………………………………………………………………. 
 
 
7. Investors decide to 

invest into particular 
company according to 
current earnings and 
outcomes of the 
company.  

 
 
 1  2  3  4  5  6  7 
 
 

Investors decide to 
invest into particular 
company according to 
long-term reputation of 
the company. 

 
Comments: ……………………………………………………………………………………. 
 
 
8. Employers have to 

(or should) discuss 
hiring and firing of 
employees with 
unions, or with other 
associations 
representing 
employees. 

 
 

 
 
 1  2  3  4  5  6  7 
 
 
 
 
 
 

Employers do not have 
to discuss hiring and 
firing of employees with 
unions, or with other 
associations representing 
employees. This decision 
is fully in manager’s 
competencies. 
 

Comments: ……………………………………………………………………………………. 
 
 
9. Long-term contracts 

(or contracts for an 
indefinite period) 
predominate in the 
Czech Republic.  

 
 
 1  2  3  4  5  6  7 
 
 

Short-term contracts (or 
contracts for a definite 
period) predominate in 
the Czech Republic.  

 
Comments: ……………………………………………………………………………………. 
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10. Flexible hiring and 
firing of employees 
that could response to 
changing market 
conditions is not 
limited by legal 
regulation (notice 
period and things like 
that), or by other 
impediments 
(collective 
agreements etc.). 

 
 
 
 
  1  2  3  4  5  6  7 
 
 
 
 
 
 
 

Flexible hiring and firing 
of employees that could 
response to changing 
market conditions is 
limited by legal 
regulation (notice period 
and things like that), or by 
other impediments 
(collective agreements 
etc.).

 
Comments: ……………………………………………………………………………………. 
 
 
11. Inflationary rate is 

influenced by means 
of macroeconomic 
policy and market 
competition.   

 
 
  1  2  3  4  5  6  7 
 

Inflationary rate is 
influenced by means of 
wage negotiations.

 
Comments: ……………………………………………………………………………………. 
 
 
12. Firms are protected 

(by law, agreements 
or that sort of things) 
against poaching of 
their employees by 
other companies.  

 

 
 
 
 1  2  3  4  5  6  7 
 
 
 

Firms are not protected 
(by law, agreements or 
that sort of things) against 
poaching of their 
employees by other 
companies. 

Comments: ……………………………………………………………………………………. 
 
 
13. Confidential 

information about 
firms is available to 
investors within 
business networks or 
associations. 

 
 
 1  2  3  4  5  6  7 
 
 
 

Confidential information 
about firms is not 
available to investors. 

 
Comments: ……………………………………………………………………………………. 
 
14. Diffusion of new 

technologies and 
innovations is 
provided by means of 
fluctuation 
professionals, 
researchers, and 
engineers from firm 
to firm. 

 
 
 
 
 1  2  3  4  5  6  7 
 
 
 

Diffusion of new 
technologies and 
innovations is provided by 
means of research 
institutes and 
cooperation of 
enterprises in industrial 
sectors.

 
Comments: ……………………………………………………………………………………. 
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APPENDIX 5 

Rigidity of Employment Index by the World Bank 

The rigidity of employment index is the average of three subindices: a difficulty of hiring index, 
a rigidity of hours index and a difficulty of firing index. All the subindices have several components. 
And all take values between 0 and 100, with higher values indicating more rigid regulation. 

The difficulty of hiring index measures (i) whether term contracts can be used only for temporary 
tasks; (ii) the maximum cumulative duration of term contracts; and (iii) the ratio of the minimum 
wage for a trainee or first-time employee to the average value added per worker. A country is 
assigned a score of 1 if term contracts can be used only for temporary tasks and a score of 0 if 
they can be used for any task. A score of 1 is assigned if the maximum cumulative duration of term 
contracts is less than 3 years; 0.5 if it is between 3 and 5 years; and 0 if term contracts can last 5 
years or more. Finally, a score of 1 is assigned if the ratio of the minimum wage to the average 
value added per worker is higher than or equal to 0.75; 0.67 for a ratio greater than or equal to 0.50 
and less than 0.75; 0.33 for a ratio greater than or equal to 0.25 and less than 0.50; and 0 for a 
ratio less than 0.25. In the Central African Republic, for example, term contracts are allowed only 
for temporary tasks (a score of 1), and they can be used for a maximum of 2 years (a score of 1). 
The ratio of the mandated minimum wage to the value added per worker is 0.66 (a score of 0.67). 
Averaging the three subindices and scaling the index to 100 gives the Central African Republic a 
score of 89.  

The rigidity of hours index has 5 components: (i) whether night work is unrestricted; (ii) whether 
weekend work is unrestricted; (iii) whether the workweek can consist of 5.5 days; (iv) whether the 
workweek can extend to 50 hours or more (including overtime) for 2 months a year; and (v) 
whether paid annual vacation is 21 working days or fewer. For each of these questions, if the 
answer is no, the country is assigned a score of 1; otherwise a score of 0 is assigned. For example, 
Montenegro imposes restrictions on night work (a score of 1) and weekend work (a score of 1), 
allows 5.5-day workweeks (a score of 0), permits 50-hour workweeks for 2 months (a score of 0) 
and requires paid vacation of 20 working days (a score of 0). Averaging the scores and scaling the 
result to 100 gives a final index of 40 for Montenegro.  

The difficulty of firing index has 8 components: (i) whether redundancy is disallowed as a basis for 
terminating workers; (ii) whether the employer needs to notify a third party (such as a government 
agency) to terminate 1 redundant worker; (iii) whether the employer needs to notify a third party to 
terminate a group of 25 redundant workers; (iv) whether the employer needs approval from a third 
party to terminate 1 redundant worker; (v) whether the employer needs approval from a third party 
to terminate a group of 25 redundant workers; (vi) whether the law requires the employer to 
consider reassignment or retraining options before redundancy termination; (vii) whether priority 
rules apply for redundancies; and (viii) whether priority rules apply for reemployment. For the first 
question an answer of yes for workers of any income level gives a score of 10 and means that the 
rest of the questions do not apply. An answer of yes to question (iv) gives a score of 2. For every 
other question, if the answer is yes, a score of 1 is assigned; otherwise a score of 0 is given. 
Questions (i) and (iv), as the most restrictive regulations, have greater weight in the construction of 
the index. 

In Tunisia, for example, redundancy is allowed as grounds for termination (a score of 0). An 
employer has to both notify a third party (a score of 1) and obtain its approval (a score of 2) to 
terminate a single redundant worker, and has to both notify a third party (a score of 1) and obtain 
its approval (a score of 1) to terminate a group of redundant workers. The law mandates 
consideration of retraining or alternative placement before termination (a score of 1). There are 
priority rules for termination (a score of 1) and reemployment (a score of 1). Adding up the scores 
and scaling to 100 gives a final index of 80 for Tunisia. 

Source: World Bank (2007b)  
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APPENDIX 6 

Composite Indexes of Coordination Level by Baláž (2006) 
and Knell and Srholec (2007) 
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Poland 6,2 4,8 -0,2 1,5
Turkey 5,6 3,7 1,3 0,6
Mexico 4,8 4,5 2,0 -1,7
Greece 4,2 0,7 2,9 0,5
Italy 3,7 0,2 1,5 1,9
Spain 3,3 -0,3 2,9 0,6
France 3,1 0,3 2,9 -0,1
Netherlands 2,4 -0,1 1,7 0,9
Portugal 1,9 -0,8 2,0 0,7
Germany 1,9 -0,4 1,3 0,9
Hungary 1,3 0,9 -1,3 1,7
Austria 0,9 -0,2 -0,2 1,3
Norway 0,9 -1,5 0,8 1,6
Slovakia 0,9 0,6 0,1 0,2
Korea 0,8 1,0 0,8 -1,0
Czech Republic 0,8 1,0 -0,3 0,0
Finland -0,1 -1,5 1,3 0,0
Denmark -0,4 -0,8 -1,8 2,2
Sweden -0,5 -1,3 0,6 0,2
Island -1,4 -1,0 -1,4 1,1
Ireland -1,4 -2,1 0,1 0,6
New Zealand -2,4 -0,9 -1,8 0,4
Luxemburg -2,5 -1,0 -1,8 0,4
Belgium -2,8 -1,0 -1,8 0,0
Japan -2,8 -0,1 -2,1 -0,5
Australia -4,0 -0,9 -2,3 -0,8
Switzerland -4,6 1,1 -2,3 -3,4
Great Britain -4,8 -2,9 -1,8 -0,1
Canada -5,8 -1,3 -0,7 -3,8
USA -9,4 -1,1 -2,3 -6,0
Source: Baláž (2006) 
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Greece 11,6 1,4 6,5 3,7
Belarus 8,9 1,6 1,5 5,9
France 8 4,5 3,2 0,2
Portugal 6,5 1,1 4,4 1
Ukraine 6,4 -2,5 5,2 3,8
Slovenia 6,3 3 2,1 1,3
Croatia 5,6 1,3 2,9 1,5
Israel 5,3 4,3 0,9 0,1
Vietnam 5 -2,1 3,6 3,5
Bosnia and 
Herzegovina 4,8 0,5 1,1 3,2
Germany 4,8 2,4 3,3 -0,9
Turkey 4,8 -0,7 4,4 1,1
Spain 4,7 2,9 4,9 -3,1
Italy 4,5 2,5 1,7 0,3
Czech Republic 4,4 2,4 -2 4
Uzbekistan 4,1 -2,8 2,3 4,7
Romania 4 -2 5 1
Austria 3,8 4,1 0,7 -1
Netherlands 2,7 5 -0,2 -2,1
Albania 0,9 -1,8 -0,6 3,3
China 0,9 -0,1 0,6 0,4
Sweden 0,9 5,6 0 -4,7
Latvia 0,6 -1,8 1,5 1
Macedonia 0,6 -1,9 -0,2 2,7
Azerbaijan 0,1 -3,2 0 3,4
Bulgaria -0,8 -1,8 -1,8 2,8
Mongolia -1,1 -1,1 -1 1,1
Kyrgyzstan -1,1 -2,2 -0,7 1,8
Japan -1,5 1 -2,6 0,1
Denmark -1,6 1,6 -2,9 -0,3
Poland -1,8 -0,6 -1,1 0
Kazakhstan -2,3 -1,4 -2,3 1,4
Georgia -2,6 -5,5 0,8 2
Moldova -2,8 -3,6 1,5 -0,7
Slovakia -2,8 -0,4 -4,5 2,1
Hungary -3,3 -1,8 0 -1,5
Belgium -3,4 3,9 -3,5 -3,9
Norway -3,5 2,4 -1,9 -4
Lithuania -3,8 -1,3 0,1 -2,5
Serbia and 
Montenegro -4,3 -3,7 -2,6 2,1
Armenia -4,7 -3,7 -1,1 0,1
Ireland -4,8 -1 0,9 -3
Finland -5,4 1,6 0,2 -7,3
Estonia -5,7 -4,4 0,4 -1,7
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United Kingdom -5,8 1,4 -2,9 -4,3
Australia -6,1 2 -3,6 -4,5
Switzerland -6,3 -0,4 -3,8 -2,1
New Zealand -6,9 1,8 -5,4 -3,2
United States -8,3 -1,3 -5,6 -1,4
Russia -9,6 -4,5 -2,3 -2,8
Canada -9,8 -0,6 -5 -4,3
Source: Knell, Srholec (2007) 
 


