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The	theory	of	the	"varieties	of	capitalism"	has	been	highly	influential	in	recent	years.		

(Hall	and	Soskice,	2001;	Hall	and	Gingerich	2004;	Iversen	and	Soskice	2001)


It	has	shown	that	there	is	no	inevitable	convergence	of	all	forms	of	market	economies.		


Rather,	because	market,	social	welfare	and	political	institutions	co-evolved	along	

different	historical	paths,	different	sets	of	arrangements	arose	in	different	countries.


Firms	are	the	principal	determinants	of	institutional	arrangements.		


Strong	institutional	complementarities	across	economy,	polity,	and	society.


Different	VOCs	can	be	equally	successful	economically,	but	allocate	risk	and	reward	
differently.


The	simplest	such	typology	distinguishes	between	”CMEs”	and	LMEs"




	 Coordinated	market	economy Liberal	market	economy
Finance Patient	capital	(much	bank	

finance)
Equities	markets	dominate

Centralization	of	wage	
bargaining

Collective	bargaining	between	
employers	and	labor,	umbrella	
associations

Firm-level	or	individual-level	
contracts

Education	and	
training

Firm-	or	sector-specific General

Labor	markets Collectivist Segmentalist
Social	protection High	replacement	levels	for	

retirement,	disability,	
unemployment

Minimum	social	protection,	
plus	private	insurance

Summary	of	essential	differences	between	CME	and	LME	ideal	types:



VOC	theory		assumes	national-level	institutions,	consistent	across	whole	country


May	not	apply	well	to	large,	heterogeneous	countries	(decentralized	financial	markets,

labor	markets,	political	competition)


Hybrids	possible—not	just	mixture	of	elements	at	national	level	(eg	Denmark)--	

[Campbell	and	Pedersen	2007]	

But	also	mixture	of	elements	and	types	at	regional	level


So,	for	large	countries,	we	must	"go	local,"	ie	shift	focus	to	regional	variation	in	
institutions.



VOC	theory	assumes	complementary	institutions,	ie	each	institutional	arrangement	is	
more	effective	in	the	presence	of	others,	for	example:	


A.	Generous	social	insurance	protection	against	risk	of	income	loss	from	lay-offs,	
disability,	and	retirement;	encourages	investment	in	specific	skills

	

B.	Centralized	employer-labor	association	bargaining	links	wages	with	co-investment	in	
skill	formation


C.	emphasis	on	job-	and	industry-specific	training	rewards	continuous	technological	
upgrading,	less	likely	to	see	radical	innovation	through	"disruptive	technologies"


D.	Coordinated	wage	bargaining	and	generous	social	protection	reduce	inequality,	
insecurity;	reward	long-term	employment


I	argue:	if	complementary	institutions	are	absent,	functional	substitutes	are	possible.



For	example,	in	organization	of	TVET.


a. Local	government-funded	community	and	technical/	vocational	colleges	can	
take	the	place	of	business	chambers	and	trade	unions	in	aligning	TVET	with	
needs	of	local	employers


b.	Firms	can	provide	career	ladders,	social	insurance	plans,	and	retirement	
savings	plans	to	encourage	investment	in	skill


c.	Government	can	create	or	endorse	intermediary	organizations	to	monitor,	
enforce	fulfillment	of	commitments	among	partners




Therefore	we	can	classify	variation	in	types	of	partnership	arrangements	for	TVET

among	firms,	schools,	and	governments	both	across	and	within	countries	along

two	dimensions:


1. Level	of	coordination	on	TVET	across	firms	operating	in	same	labor	market


2. Costliness	of	resources	committed	to	cooperative	arrangements	on	part	of	partners


Theory:	greater	investment	in	TVET	by	firms	yields	greater	control	over	content	of

training;	therefore	firms	sacrifice	control	over	content	when	cutting	TVET	spending


Yields	two-by-two	matrix:



Costliness of investment by partners
Low High

High

Low

Solidaristic model:
Strong sectoral and regional 
organizations oversee standards, 
VET; multi-sided partnerships (eg of 
employers, unions, schools, 
government) bargain over VET.

Consortium model:
Sectoral association sets
occupational standards;
Intermediary organization
coordinates partnerships,
aligns VET with industry needs 
in multi-school
consortia

Liberal model:
Competitive market for labor;
Competitive market for VET;
Multiple bilateral school-firm 
agreements

Parental model: 
Anchor firm invests in proprietary 
training (foreign investors; 
dominant employer)

Scope of 
collaborationa
mong
partners 



consortial

liberal

solidaristic

parental

Depth

BreadthInterpreting the four cells:

Top right cell: “strong VET” (solidaristic systems). Common in 
smaller northern European countries, high integration in global 
markets, sharing of costs & benefits between social partners, 
taxpayers

1. Public-private partnerships among the national government, 
schools, employers, and trade unions administer VET;
2. Employers are legally responsible for determining the 
qualifications required for occupations in their branches;
3. Employers work through sectoral organizations and business 
chambers to participate in setting VET curricula and establishing 
and administering assessments of competence;
4. A government education body is responsible for assuring the 
standardization and quality of schooling.

Plus two additional elements in 
Gemany in particular:
5. Traditionally high social 
prestige attached to a “calling”  
(Beruf);
6. Post-World War II social 
consensus on the importance 
of “social partnership” in place 
of labor-capital conflict



consortial

liberal

solidaristic

parental

Depth

Breadth
Bottom	left	cell:	“liberal	systems”	–	low	
coordination	among	firms,	low	cooperation	
between	firms	and	government


Individuals	pay	for	own	skill	beyond	K-12	general	
education


Higher	labor	turnover


Higher	income	inequality


Firms	pay	for	training	for	firm-specific	needs


Risks	and	rewards	of	skill	development	are	largely	
borne	by	individuals	and	firms


Public	education	emphasizes	general	knowledge



consortium

liberal

solidaristic

parental

Costliness of commitment

Scope of
partnershipsTop	left	cell:


“Consortium”	systems:	multiple	schools	align	
curriculum	with	needs	of	one	or	more	industries;	


No	one	firm	bears	heavy	cost	of	investing	in	
training


Cooperation	ensures	pool	of	workers	with	
industry-specific	skill


Strong	intermediary	organizations	are	key	to	
success



Example	of	consortium	arrangement	with	technical	college	at	center--	
Greenville,	South	Carolina:




Category Government Business Educational Civic
Level 	 	 	 	
Federal Carl	D.	Perkins	funds	 	 	 	
State Governor;	legislature;	


Dept	of	Education	Office	
of	Career	and	Technical	
Education;

Dept	of	Commerce;

SC	Works;	
Apprenticeship	Carolina;	
Ready	SC	

	 State	Board	of	Technical	and	
Comprehensive	Education	
(oversees	all	Technical	
Colleges)

	

Regional Upstate	Alliance	(members	are	from	county	governments	and	private	firms) 	
County Greenville	County	

Council;	Greenville	
County	Workforce	and	
Development	Board;	
Greenville	Area	
Development	
Corporation	(quasi-
public)

Greenville	Chamber	
of	Commerce;	Major	
firms

Greenville	Technical	College	
Area	Commission	(oversees	
GTC);	Greenville	Technical	
College;	Greenville	Board	of	
Education	(oversees	K-12)

United	Way	of	
Greenville;	GTC	
Foundation

Organizational	partners	linking	Greenville	Technical	College	with	employers	

(adapted	from	Schneider	2018).		High	interlocking	membership	of	governing	bodies.



Marlborough,	Massachusetts:	High	School	STEM	program	for	college	+	career	readiness



	Marlborough	High	School,	Massachusetts	--	STEM	Early	College	High	School	Program

	 Specialized	STEM	curriculum	

	 Designed	especially	to	support	low-income	students

	 Leadership	committee	comprises	school	leaders,	workforce	development	board	staff,	employers

	 Project-based	learning

	 Individual	learning/	development	plans

	

Employer	and	civic	partners:

	 Jobs	for	the	Future/	Pathways	to	Prosperity	Network

	 Partnership	for	a	Skilled	Workforce	(regional	business	association	–	serves	as	region’s	workforce	
	 development	board)

	

Higher	educational	partners	(for	dual	enrollment)	

	 Framingham	State	University

	 Quingsigamond	Community	College

	 

Funding:

	 State	Dept	of	Elementary	&	Secondary	Education	grant

	 Federal	Youth	CareerConnect	grant

	

Technical	assistance:

	 Jobs	for	the	Future/	Pathways	to	Prosperity	Network



consortium

liberal

solidaristic

parental

Costliness of commitment

Scope of
partnerships

Bottom	right	cell:

 
"Parental	models”	:	dominant	firm	
collaborates	with	a	technical	school	or	
community	college,	provides	time	and	material	
resources;	offers	internships,	apprenticeships;	
shapes	curriculum;	recruits	top	trainees,	cuts	
adaptation	costs.


Examples:


IBM	P-Tech	in	New	York;	Volkswagen	in	
Chattanooga,	Kaluga,	Changchun




Volkswagen in Kaluga, Russia, has a close partnership 
with an automotive technology training center under the 
auspices of a local technical college through which it 
trains apprentices.



Volkswagen uses the
same model in
Chattanooga, 
Tennessee, where
it works with the
Chattanooga State
Community College
for its mechatronics
apprenticeship
program.



And in 
Changchun,
China, where
it works with
the Changchung
Automobile
Industry
Institute for its
training programs.



Russia	shows	all	four	types	of	systems	in	different	regions,	different	sectors:	


1.	"Dual	education"	is	rare;	in	most	regions,	most	employers	and	employees	pay	for	own	training	
needs—ie	"liberal	model"	prevails.

2.	But	many	firm-school	partnerships	exist—most	are	bilateral,	ie	between	a	school	(vocational	high	
school	or	technical	college)	and	one	or	more	firms;	in	some	cases	these	involve	deep	cooperation,	ie	
“dual	education."	Smaller	firms	have	limited	resources	for	practical	training.		Eg	Tambov	College	for	
Trade,	Public	Catering,	and	Service	industry	has	contracts	with	112	firms	for	practical	training	of	
students	+	deeper	partnership	agreements	with	5-7	larger	firms	

3.	Some	regions/	sectors	have	consortial	arrangements:	“Center	for	Cluster	Development”	in	
Ulyanovsk;	“councils	of	clusters”	in	Tambov;	“Agency	for	Human	Capital	Development”	in	Ulyanovsk	
headed	by	the	1st	vice-governor.

3.	Large	firms	prefer	dedicated	training	programs—invest	heavily	to	ensure	qualifications,	provide	
in-house	practical	instruction—illustrate	"parental"	model.		Some	have	own	training	facilities,	
educational	licenses.		

4.	In	Perm',	local	Trade-Industrial	Chamber	operates	like	a	German	local	business	chamber;	most	
major	firms	are	members;	it	coordinates	training	and	recruitment	for	member	firms;	surveys	its	
members	to	determine	future	hiring	needs;	develops	plan	projections	that	regional	government	uses	
for	funding	of	TVET	programs




Intermediary	organizations	vary	widely.		Sectoral	or	government	bodies	are	most	
common.		


1. Tambov	oblast’:	Government	created	sectoral	associations	in	six	branches	
(manufacturing;	agriculture;	construcdtion	and	housing;	transportation;	IT;	social	
sphere)	to	set	TVET	policy.	Clusters	overseen	by	Governor’s	Oversight	Council	+	Council	
of	Directors	of	Vocational	High	Schools.		Each	cluster	has	coordination	council.


2. Ulyanovsk:	aviation	industry	formed	a	cluster	council	to	coordinate	training	and	hiring	
practices.	


3. Krasnoyarsk:	light	industry	association	works	with	a	technical	high	school	to	provide	
education	and	training	for	its	ten	members.	


4. Samara:	machine-building	association	created	training	center	for	mechatronics	at	a	
technical	high	school;	persuaded	member	firms	and	regional	government	each	to	pay	
half	the	cost.	


5. Perm’:	giant	firm	Proton,	in	Perm’	krai	(makes	rockets,	cars,	other	advanced	equipment)	
established	training	center	serving	the	needs	of	industry	throughout	the	region.



Strategic	industry	partnership	model	I:		Aeronautical	Industry.		


Changsha	Aeronautical	Vocational	and	Technical	College	(⻓沙航空
职业技术学院)


In	2013	it	established	the	“Collaborative	Innovation	Center	for	Aviation	
Vocational	Education	and	Technology”


This	center’s	governing	board	comprises	representatives	of	multiple	
aviation	firms	(defense	and	civilian)

+	vocational-technical	educational	institutions	+	research	institutions.


Industry	associations	and	big	firms	set	occupational	and	educational	
standards,	align	college	curriculum	with	industry	needs



Strategic	industry	partnership	model	II:	Railroad	industry 
 
Large	SOEs	in	railroad	industry	use	the	Hunan	Vocational	College	of 
Railway	Technology	(⻓沙铁路科技职业技术学院)	for	training,	 
assessment,	certification;	employee	training 
 
College	also	coordinates	training	for	metropolitan	rail	transportation	companies 
 
Hunan	province	government	finances	the	college	well,	because	it	is	the	main	focus 
of	vocational	training	in	the	province. 
 
College’s	position	secure	because	it	provides	TVET	services	for	CRRC	–	highly 
centralized,	state	–oriented	industry 
 
Strong	demand	for	highly	skilled	technicians	due	to	rapid 
expansion	of	high-speed	rail	lines,	metropolitan	transit	systems
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Consumer	industry	partnership	I	

Gu	Zhen	township	in	Zhongshan	city


Zhongshan	Polytechnical	College	(中⼭职业技术学院)	opened	lighting	industry	design	
major	in	2009;

established	specialized	lighting	design	school	in	Gu	Zhen	township,

supported	by	township	government	and	lighting	industry	association


School	establishes	partnerships	with	large	private	firms	(eg	Huyi,	Kinglong)	and	SME’s;	
structure	training	programs	with	firms;	


Local	business	association	also	cooperates	with	local	department	of	Human	Resources	and	
Social	Security	to	provide	training	to	migrant	worker	population;	allows	them	to	earn	points	
toward	urban	hukou;	also	provides	market	promotion

for	local	industry,	promoting	brand	awareness,	quality	standards,	defends	IP	rights
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Consumer	industry	partnership	II

Zhongshan	city	–	medical	and	pharmaceutical	industry

Zhongshan	Torch	Polytechnic	in	2009	created	multi-firm	collaborative

workplace	training	base	to	serve	the	Zhongshan	development	zone


Development	zone	government	provides	rent-free	space

Lets	firms	develop	and	test	new	products,	

gives	students	at	the	polytechnical	college	practical	training,	product	

development	experience


Labs	are	used	for	technology	development	and	transfer,	both	for	

large	and	small	firms;	development	zone	and	college	encourage	spin-offs

and	start-ups

25



Consumer	products	industry	partnership	III:


Hengan	Corporation	–	Quanzhou	Institute	of	Technology


Hengan	is	the	largest	producer	of	sanitary	products	in	China;

has	extensive	upstream	supplier	chain


Hengan	does	own	training	in-house	for	own	employees,

but	with	Fujian	provincial	business/	industry	association	established	specialized	
school	training	for	automated	production	for	suppliers;	online	sales.

Key:	Hengan	dominates	the	association;	Fujian	province	has	industry	cluster


Quanzhou	Institute	of	Technology	governing	board	includes	members	of

business	association,	representatives	of	~40	individual	firms

Calls	self	“industry	partner-type	university”	(产业伙伴型⼤学）


Industry	association	coordinates	training,	recruitment	for	member	firms



Consumer	products	industry	partnership	IV:


Quanzhou	College	of	Technology	(泉州轻⼯职业学院）--	Serves	Hengan,	Anta,	Billion	
Holdings,	other	makers	of	sportswear,	athletic	shoes


5	large	enterprises	(spurred	by	Quanzhou/Jinjiang	government)	jointly	established	the	
college


2016:	created	new	“firm-based	dual	baccalaureate	program”	(dual	education	model)


Government	donated	the	land,	some	budget	finance,	student	financial	aid;	

rest	financed	by	sponsoring	firms


Government	and	firms	share	cost	of	program;	firms	and	college	jointly	set

curriculum	and	skill	assessment	procedures


Provincial	government	authorizes	additional	enrollment	quotas	for	dual	BA	program



Explaining	variation	in	depth	and	breadth	of	public-private	partnerships	across	
regions.		4	variables:


1. Degree	of	dominance	of	local	labor	and	product	market	by	a	single	firm


2.	Legacy	of	cooperation	among	business,	civic,	educational	and	government	
leaders	for	development;	social	cohesion,	shared	vision


3.	Incentives	for	political,	business	leaders	to	seek	long-term	gains	from	
cooperation	for	upgrading	TVET	


4.	Quality	of	political	leadership	



Explaining	variation	in	depth	and	breadth	of	public-private	partnerships	across	
regions.		4	variables:


1.	Degree	of	dominance	of	a	local	labor	market	by	a	single	firm	–	big	firm	
relative	to	labor	market	more	likely	to	favor	"parental"	model;	multiple	
medium-sized	firms	likely	to	prefer	consortium;	but	collective

action	problem	arises—may	take	intervention	by	government	to	build	
partnerships;	government	may	act	through	business	or	sectoral	association


Large	firms	in	strategic	industries	may	be	secure	in	product	and	labor	markets;

may	be	more	willing	to	cooperate	for	training	purposes;	can	afford	investment

in	costly	training	programs,	facilities	in	order	to	maximize	control	over	

content	and	quality	of	training.


”Parental”	model	can	also	be	consortium	of	small	number	of	large	firms.




Explaining	variation	in	depth	and	breadth	of	public-private	partnerships	across	
regions.		4	variables:


2.	Legacy	of	cooperation	among	business,	civic,	educational	and	government	
leaders	for	development;	social	cohesion,	shared	vision


Eg	Greenville,	South	Carolina;	Chattanooga,	Tennessee;	Guzhen	Township	in

Zhongshan	–	strong	social	networks	facilitate	cooperation




Explaining	variation	in	depth	and	breadth	of	public-private	partnerships	across	
regions.		4	variables:


3.	Incentives	for	political,	business	leaders	to	seek	long-term	gains	from	
cooperation	for	upgrading	TVET	(competitive	political	arena;	long	time	
horizons	stemming	from	long	residence	in	area)


--	For	example,	leaders	of	development	zones	want	to	attract	investment;

local	industry	associations	and	business	chambers	want	to	promote	brand

name	of	products	from	the	city;	political	leaders	want	policy	achievements;


Much	depends	on	strength	of	competitive	pressures	on	firms,	political	leaders!




Explaining	variation	in	depth	and	breadth	of	public-private	partnerships	across	
regions.		4	variables:


4.	Quality	of	political,	business	leadership	--	how	skilfully	do	leaders	take	
advantage	of	opportunities?


Variation	in	quality	of	leadership	not	readily	explainable.		


But	skillful	leaders	can	turn	crisis	into	opportunity,	provide	organizational

solutions	to	collective	dilemmas,	inspire	confidence	in	others	to	achieve

own	goals	by	cooperating	for	common	goals




Summary:


1. Partnerships	between	firms	and	schools	are	common	even	in	“liberal

	 market	economies”	but	are	found	at	local	level,	building	on	common

	 sectoral	and	local	development	interests


2.	Government	is	third	side	in	such	partnerships;	can	provide	funding,

	 encouragement,	enforcement	of	obligations,	infra-structure;	often

	 initiates	local	partnerships


3.	Intermediary	organizations	always	present	but	take	many	different	forms	–

	 can	be	councils	directly	under	political	leaders;	industry	or	local

	 business	associations;	governing	bodies	of	educational	institutions


4.	Intermediary	organizations	help	to	coordinate	and	align	occupational	and

	 educational	standards;	monitor	fulfillment	of	commitments;	set	goals



Finally:


Although	local	adaptations	of	CME-type	partnerships	among	firms,	schools,	and	

governments	may	not	readily	scale	up;


they		can	be	engineered	to	serve	multiple	types	of	needs:

	 1.	innovation	and	skill	upgrading	for	firms,	industries

	 2.	reconciliation	of	economic	and	social	development	goals

	 3.	shared	costs,	risks,	gains	of	cooperation	for	labor	and	employers
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