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ABSTRACT	  	  
As	  an	  unified	  monetary	  space,	  European	  Union	  has	  the	  unique	  characteristics	  of	  gathering	  countries	  with	  
different	   market	   economy	   models,	   which	   show	   equivalent	   performances	   despite	   their	   institutional	  
differences.	  According	   to	   the	   approach	  of	   the	   “diversities	   of	   capitalism”	  of	  Hall	   and	   Soskice	   (2001)	   and	  
Amable	  (2003),	  these	  economies	  can	  be	  ranked	  in	  four	  categories,	   liberal,	  social-‐democratic,	  continental	  
Europe	   and	   Mediterranean	   market	   economy	   models.	   The	   integration	   of	   Central	   and	   Eastern	   Europe	  
Countries	  (CEEC)	  doesn’t	  question	  this	  clustering,	  although	  the	  last	  both	  (Continental	  and	  Mediterranean)	  
models	   has	   been	   weakened	   by	   the	   general	   move	   towards	   more	   liberalized	   economies.	   	   Although	   the	  
newcomers	  in	  UE	  adopted	  generally	  a	  mix	  of	  the	  characteristics	  of	  each	  of	  theses	  models,	  they	  can	  anyway	  
be	  classified	  in	  the	  category	  of	  Continental	  and	  Mediterranean	  models.	  	  While	  these	  countries	  still	  present	  
large	   disparities	   in	   their	   relative	   performances,	   they	   are	   on	   the	  way	   of	   a	   catch	   up	   process	   that	   is	   also	  
implemented	   by	   non	   UE	   members	   East	   countries	   –	   including	   West	   Balkan	   countries.	   	   West	   Balkan	  
countries	  should	  find	  their	  own	  way	  in	  designing	  their	  market	  economy	  model,	  in	  developing	  institutional	  
complementarities	   between	   market	   organization	   and	   implementing	   their	   own	   corporate	   governance	  
model.	  	  	  
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Over	   the	   last	   thirty	  years,	  European	  Union	  has	  been	  confronted	   to	  a	  double	  challenge.	  On	  one	  hand	   the	  
Union	  had	  to	  challenge	  the	  others	  most	  advanced	  economies,	  USA	  and	  Japan,	  on	  the	  economic	  frontier	  of	  
knowledge	   and	   innovation.	   On	   the	   other	   hand	   it	   had	   to	   integrate	   in	   the	   same	   time	   a	   wider	   range	   of	  
newcomers,	   at	   first	   from	   Southern	   Europe,	   and	   after	   from	   Central	   and	   Oriental	   Europe,	   with	   a	   lot	   of	  
economic,	   social,	   and	  political	  disparities.	  This	   challenge	  has	  been	  moreover	   sharpened	  by	   the	   fact	   that	  
European	  economic	  space	  was	  composed	  of	  countries	  with	  countries	  of	  very	  different	  social,	  political	  and	  
economic	   backgrounds.	   At	   a	   first	   glance	   this	   political	   challenge	   has	   been	   solved	   by	   creating	   a	   unified	  
market	   for	   goods	   and	   in	   promoting	   liberal	   policies,	   which	   in	   a	  way	   contribute	   to	   criticisms	   against	   its	  
political	  project.	  But	  this	  liberalization	  of	  European	  Economies	  didn’t	  entail	  their	  variety,	  especially	  in	  the	  
working	  of	  their	  factors	  markets	  (labour	  and	  capital).	  	  

European	   Union	   has	   still	   the	   unique	   property	   of	   gathering	   a	   great	   number	   of	   countries	  
characterized	  by	  various	  organization	  models,	  which	  differs	   from	  the	  homogeneity	  of	   the	  American	  and	  
Japanese	   Economies.	   These	   characteristics	   have	   been	   largely	   documented	   by	   the	   approach	   of	   the	  
“varieties	  of	  capitalism”	  (Hall	  and	  Soskice,	  200&),	  from	  the	  early	  book	  of	  M.	  Albert	  to	  the	  synthethis	  of	  B.	  
Amable	  (2003),	  which	  proved	  that	  despite	  increasing	  integration	  European	  countries	  continued	  over	  the	  
last	  twenty	  years	  to	  present	  very	  different	  differences	  over	  a	  large	  range	  of	  indicators.	  According	  to	  this	  
approach,	   European	   countries	   can	   be	   clustered	   into	   four	   models,	   the	   liberal	   (or	   anglo-‐saxon),	   social	  
democrat,	   continental	   Europe	   and	   Mediterranean	   models	   that	   differ	   in	   their	   market	   organization	   and	  
institutional	  complementarities.	  	  
The	  aim	  of	  this	  paper	  is	  to	  address	  on	  one	  hand	  the	  question	  of	  the	  resilience	  of	  this	  European	  model	  to	  
the	  integration	  of	  Central	  and	  Oriental	  Europe,	  and	  on	  another	  the	  question	  of	  the	  specificity	  of	  the	  model	  
of	   newcomers	   in	   the	   European	   Union.	   These	   countries,	   as	   catch	   up	   countries,	   gave	   up	   a	   state-‐owned	  
economy	  to	  adopt	  a	  free	  market	  economy,	  but	  show	  specificities	  that	  are	  far	  from	  the	  anglosaxon	  model	  
that	  was	  often	  given	  as	  an	  example.	  Do	  they	  create	  a	  specific	  model,	  or	  should	  they	  be	  deemed	  to	  integrate	  
the	   model	   of	   more	   advanced	   countries?	   It	   is	   generally	   accepted	   that	   these	   countries	   adopt	   a	   mix	   of	  
Continental	  European	  and	  Mediterranean	  economy	  models.	  

One	  of	  the	  problem	  that	  meet	  these	  countries	  during	  their	  transition	  was	  that	  they	  adopted	  free	  
market	  institution	  without	  creating	  institutional	  complementarities,	  creating	  distorsions	  in	  the	  resources	  
allocation	  and	  massive	  wealth	  transfers	  thanks	  to	  the	  rents	  created	  by	  their	  liberalization.	  The	  third	  object	  
of	   this	  paper	  will	  be	   to	  discuss	  of	   the	   lessons	   that	   could	  be	  drawn	   from	   this	  experience	   to	   the	  Western	  
Balkanic	  countries	  on	  their	  way	  to	  economic	  integration.	  This	  question	  is	  worthwhile	  as	  these	  countries	  
experienced	   some	   varieties	   of	   state-‐owned	   economy,	   which	   will	   help	   them	   to	   find	   their	   way	   to	   their	  
economic	  integration.	  	  

In	   order	   to	   address	   these	   questions,	  we	  will	   in	   a	   first	   point	   detail	   the	   approach	   of	   diversity	   of	  
capitalism,	  then	  we	  will	  point	  out	  some	  stylized	  facts	  concerning	  this	  approach,	  and	  after	  we	  will	  discuss	  
of	  the	  PECO	  integration	  during	  the	  last	  years.	  At	  last	  we	  will	  discuss	  of	  the	  lessons	  West	  Balkan	  countries	  
can	  learn	  from	  this	  historical	  experience.	  	  
	  
I	  The	  approach	  of	  varieties	  of	  Capitalism:	  A	  reminder	  
	  
The	   approach	   of	   variety	   of	   capitalism	   takes	   its	   roots	   in	   the	   book	   of	   Michel	   Albert,	   Capitalisme	   contre	  
capitalisme	   (1991),	   which	   opposed	   two	   models	   of	   capitalism,	   the	   “Rhenan	   Capitalism”,	   and	   the	  
“Anglosaxon	  capitalism”.	  Some	  farther	  sources	  of	  this	  approach	  can	  be	  found	  in	  the	  comparative	  approach	  
of	  A.	  Shonfield,	  which	  detailed	  the	  institutional,	  economic	  and	  social	  differences	  in	  each	  national	  advanced	  
economy.	  But	   the	  main	   interest	  of	   the	  Albert	   approach	  was	   to	   create	  a	   simple	   typology,	  which	  helps	   to	  
understand	   the	  difference	   in	   the	  economic	  organisation	  of	  advanced	  economies.	  While	   the	   first	   (e.g.	   the	  
Rhenan	  model)	  is	  ruled	  by	  collective	  negociation	  on	  the	  labour	  market	  and	  a	  corporate	  governance	  linking	  
the	   different	   stakeholders	   of	   companies	   (union,	   shareholders,	   banks	   and	   financial	   intermediate),	   the	  
second	  is	  more	  deeply	  grounded	  on	  market	  mechanisms,	  with	  decentralized	  negociations	  for	  workers	  and	  
a	  corporate	  governance	  controlled	  by	  shareholders	  and	  the	  financial	  market.	  The	  main	  idea	  of	  Albert	  was	  
to	   explain	   that	   these	   two	   models	   didn’t	   converge	   over	   time,	   mainly	   because	   each	   of	   them	   exhibits	  
equivalent	   economic	  performance.	  Or	   in	   another	  words,	   it	  means	   that	  both	  models	   can	   reach	   the	   same	  
level	  of	  performance	  without	  confirming	  the	  superiority	  of	  another	  on	  another,	  and	  that	  the	  anglo-‐saxon	  
model	  was	  not	  the	  ultimate	  reference	  of	  an	  efficient	  market	  economy.	  	  	  

The	  seminal	   idea	  of	  M.	  Albert	  knew	  an	  academic	  revival	   in	  2001,	  when	  Hall	  and	  Soskice	  (2001)	  
linked	   this	   dichotomy	   to	   the	   notion	   of	   “varieties	   of	   capitalism”:	   then	   the	   Rhenan	   Capitalism	   became	  
Coordinated	  Market	   Economy	   (CME),	  while	   Anglo	   Saxon	   Capitalism	   became	   “Liberal	  Market	   Economy”	  
(LME).	  Hall	  and	  Soskice	  created	  furthermore	  a	  third	  category,	  as	  “Mixed	  Market	  Economies”,	  which	  shared	  
some	  of	   the	   characteristics	   of	   both	   first	   categories,	   and	   that	   includes	  most	   of	   the	   continental	   European	  
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economies.	   	   As	   one	   can	   check	   on	   the	   following	   table,	   while	   all	   northern	   Europe	   countries	   (including	  
Germany)	   belong	   to	   the	   CME	   category,	   France	   and	   the	   South	   Europe	   countries	   belong	   to	   the	   MME	  
category.	  
	  

	  
	  
Source:	  Hall	  and	  Soskice	  (2001)	  
	  
As	  said	  before,	  this	  approach	  lies	  mainly	  on	  the	  comparison	  of	  the	  working	  of	  factor	  markets,	  mainly	  on	  
Labour	   and	   Capital	  markets,	   which	   reveals	   important	   differences	   in	   the	   firm	   organization	   and	   in	   their	  
corporate	   governance.	   More	   important,	   it	   emphasizes	   the	   institutional	   complementarities	   that	   link	   the	  
working	   of	   these	   different	  markets.	   A	   further	   step	   in	   this	   approach	   has	   been	  made	   by	   the	  works	   of	   B.	  
Amable,	   (B.	  Amable,	   2005,	   2011).	  His	   basic	   idea	  was	   to	   test	   the	   robustness	   of	   the	   variety	   of	   capitalism	  
typology	   by	   using	   a	   statistical	   data	   analysis	   	   (a	   principal	   component	   analysis)	   over	   24	   variables	   on	   21	  
countries,	  on	  data	  concerning	  5	  institutional	  fields,	  e.g.:	  

-‐ Competition	  on	  Product	  market	  
-‐ Labour	  market	  institutions	  and	  	  wage	  determination	  
-‐ Financial	  intermediation	  and	  corporate	  governance	  
-‐ Social	  protection	  	  
-‐ Education	  system	  

Principal	   Component	   Analysis	   permits	   to	   define	   an	   automatic	   classification	   of	   countries	   that	   gathers	  
countries	  with	  the	  same	  characteristics	  over	  these	  24	  variables.	  	  
This	   new	   analysis	   leads	   to	   a	   more	   refined	   typology,	   with	   no	   more	   than	   5	   different	   kinds	   of	   market	  
economies:	  	  

-‐ Liberal	  (or	  anglo-‐saxon)	  economies	  (USA,	  UK,	  New	  Zealand,	  Ireland),	  
-‐ Continental	  European	  Model	  (France,	  Germany)	  
-‐ 	  Mediterranean	  Model	  (Portugal,	  Spain,	  Greece)	  
-‐ Social	  Democrat	  model	  (Scandinavian	  Countries,	  Nederland)	  
-‐ Asian	  Model	  (Japan,	  Korea).	  	  
	  

While	  the	  first	  model	  suits	  with	  the	  LME	  Economy,	  the	  following	  two	  suits	  with	  MME	  Economies	  and	  the	  
last	  two	  suit	  a	  bit	  more	  with	  a	  CME	  economy.	  	   	  	  

Complementarities	  between	   these	  variables	  can	  help	   to	  explain	   the	  different	  group	  of	  countries	  
created	  by	  data	  analysis.	  For	  example	  in	  the	  anglo-‐saxon	  economies	  (for	  liberal	  market	  economies),	  high	  
competition	   on	   product	   market	   requires	   a	   high	   flexibility	   of	   company	  management	   and	   a	   high	   capital	  
mobilization	  capacity	  on	  financial	  markets.	  This	  market	  provides	  to	  economic	  agents	  a	  wide	  range	  of	  tools	  
in	   order	   to	   diversify	   theirs	   assets	   and	   limit	   the	   consequences	   of	   risk	   and	   of	   the	   weakness	   of	   Social	  
protection.	  On	  the	  contrary	  in	  the	  Social	  Democrat	  model	  (Sweden,	  Finland,	  Danemark)	  while	  enterprises	  
are	  also	  submitted	  to	  a	  fierce	  competition,	  they	  adapt	  their	  strategy	  by	  different	  mechanisms,	  grounded	  on	  
a	  high	  labour	  flexibility,	  a	  strong	  social	  protection	  and	  an	  active	  education	  and	  training	  policy	  that	  allows	  a	  
constant	  adaptation	   to	   the	  permanent	   technological	   change	   (flexsecurity).	  Firms	  are	  also	  provided	  with	  
stable	   financial	   resources	   that	   help	   them	   to	   avoid	   the	   pressure	   of	   financial	   markets.	   The	   continental	  
(France,	   Germany)	   and	   mediterraneean	   European	   models	   (Spain,	   Portugal,	   Greece,	   Italia)	   differ	   on	   all	  
these	  criteria,	  mainly	  on	  the	  level	  of	  competition	  on	  market	  products,	  and	  on	  labour	  and	  social	  protection.	  
	   One	  of	  the	  main	  questions	  raised	  by	  this	  approach	  has	  been	  that	  of	  the	  adaptation	  of	  the	  European	  
continental	  model	   to	   globalization	   and	   the	   enlargement	   of	   European	  Union:	   both	   phenomena	   entail	   an	  
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increase	  of	  competition	  on	  the	  product	  markets	  and	  a	  rising	  pressure	  for	  the	  liberalization	  of	  their	  labour	  
and	  financial	  markets.	  This	  change	  can	  be	  in	  contradiction	  with	  the	  systems	  of	  social	  protection	  and	  their	  
labour	  market	  organization.	  These	   systems	  are	   therefore	  weakened:	   their	   cost	   is	   increasing,	  while	   they	  
loose	  a	  lot	  of	  their	  efficiency.	  	  But	  the	  answer	  to	  this	  threteaning	  could	  not	  been	  found	  in	  the	  adoption	  of	  
the	  anglosaxon	  model:	  on	   the	  contrary,	   the	  experience	  of	  Scandinavian	  countries	   learn	   that	   this	  answer	  
can	  be	   found	   in	   strengthening	  social	  protection,	  workforce	   training,	  and	   in	  a	  massive	   investment	   in	   the	  
education	  system.	  	  

Since	   the	   publications	   of	   the	   books	   of	   Hall	   and	   Soskice	   (2001),	   and	   Amable	   (2003,	   2005),	   the	  
robustness	  of	  this	  approach	  has	  been	  tested	  and	  discussed	  in	  a	  FP7	  project,	  the	  ICATSEM	  (for	  Institutional	  
Changes	   and	   trajectories	   of	   socio-‐economic	   models),	   which	   ends	   in	   2012.	   Its	   aim	   was	   to	   study	   both	  
evolution	   of	   the	   european	  models	   and	   of	   the	   effect	   of	   European	   enlargement	   on	   these	  model.	  We	  will	  
detail	  further	  its	  results.	  	  
	  
	  
II	  Some	  Stylized	  Facts	  on	  Varieties	  of	  Capitalism	  
	  
One	   of	   the	   main	   discussions	   related	   to	   the	   variety	   of	   capitalism	   approach	   is	   linked	   to	   the	   compared	  
performances	   of	   each	   market	   economy	   model.	   Most	   papers	   converge	   on	   the	   fact	   that	   the	   economic	  
performance	  of	  each	  model	  didn’t	  present	  a	  lot	  of	  differences	  between	  countries,	  except	  for	  Mediterraean	  
countries.	   On	   the	   contrary	   on	   a	   lot	   of	   criteria,	   continental	   European	   economies	   and	   social	   democrat	  
economies	   present	   high	   level	   performances,	  which	   in	   some	   case	   can	   exceed	   the	   performance	   of	   anglo-‐
saxon	  countries.	  The	  most	  prominent	  proof	  of	  this	  assertion	  can	  be	  found	  in	  the	  comparison	  of	  the	  R&D	  
intensity	   of	   each	   economy,	   or	   on	   their	   innovative	   performance	   according	   to	   the	   Innovation	   survey	  
European	   survey.	   The	   Innovation	   European	   Survey	   ranks	   the	   European	   Countries	   in	   four	   categories,	  
“innovation	  leaders”,	  “Innovation	  followers”,	  “moderate	  Innovators”	  and	  ‘modest	  Innovators”	  shows	  social	  
democrats	  economies	  are	  heading	  this	  survey.	  	  
	  
	  

	  
Worldwide	   comparison	   of	   Innovation	   performance	   is	   not	   easy	   to	   realize,	   as	   the	   European	   Union	  
performance	  aggregate	  very	  disparate	  results.	  South	  Korea,	  which	  belongs	  to	  the	  model	  of	  Asian	  Economy,	  
obtained	  the	  top	  result,	  a	  Coordinated	  Market	  Economy,	  gets	  the	  best	  results,	  ahead	  USA	  and	  Japan.	  More	  
generally,	   these	   international	   comparisons	  show	  the	  emergence	  of	  Asian	  countries,	  which	  belong	   to	   the	  
category	   of	   Coordinated	   Market	   Economies,	   and	   catch	   up	   the	   innovative	   performance	   of	   the	   most	  
advanced	  countries	  in	  a	  very	  quick	  and	  impressive	  way.	  	  
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More	  detailed	  results	  has	  been	  found	  using	  the	  comparison	  of	  R&D	  intensity	   	  (the	  ratio	  of	  R&D	  to	  GDP),	  
they	   confirm	   these	   results,	   as	   the	   following	   figures	   proved.:	   Social	   democratic	   and	   continental	   Europe	  
economies	  shows	  on	  average	  higher	  R&D	  intensities	  than	  the	  liberal	  economies.	  
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This	   result	   has	   been	   confirmed	  by	   an	   original	   study	   (Akkermans	  ,	   Castaldi	   et	   Los,	   2006)	  which	  
tried	   to	   determinate	   whether	   the	   liberal	   market	   economies	   innovate	   “more	   radically”	   than	   the	  
coordinated	  market	   economies.	  Using	  patent	  data,	   they	  measured	  over	  20	   sectors	   the	  origin	   country	  of	  
patents	  ranked	  over	  three	  indicators	  of	  the	  radical	  character	  of	  patents:	  a	  first	  criterion	  is	  the	  number	  of	  
“measure	  of	  citation	  received”	  (NCIT),	  a	  second	  is	  a	  measure	  of	  generality	  (GEN)	  and	  a	  third	  a	  “measure	  of	  
originality”	   (ORI)).	   Then	   they	  determine	  whether	   Liberal	  Market	   Economies	   (L)	   or	   coordinated	  market	  
economies	   (C)	   head	   this	   ranking.	   One	   can	   check	   that	   results	   are	  mixed,	   according	   to	   different	   activity	  
sectors.	  :	  while	  LME	  countries	  dominate	  the	  CME	  countries	  	  on	  the	  Originality	  criterion	  (27	  Sectors	  on	  29),	  
results	  are	  quite	  different	  on	  the	  Generality	  of	  patents	  (equality	  for	  both	  categories)	  and	  on	  the	  Number	  of	  
citation	  index	  (14	  for	  CME	  and	  9	  for	  LME).	  	  So	  it	  is	  quiet	  difficult	  to	  give	  a	  clear-‐cut	  result	  from	  this	  study,	  
depending	  on	  activity	  sectors	  each	  category	  of	  economy	  can	  innovate	  more	  radically	  than	  the	  other.	  	  

Source	  :	  Akkermans,	  	  Castaldi,	  Los,	  2006	  
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Others	  results	  has	  been	  obtained	  using	  model	  studying	  the	  link	  between	  this	  approach	  and	  the	  proximity	  
of	   economies	   with	   the	   technological	   frontier.	   More	   precisely,	   each	   system	   differs	   by	   their	   production	  
factor	  market	  organization,	  which	  is	  linked	  to	  their	  level	  of	  product	  market	  regulation.	  Papers	  proved	  in	  
this	  field	  that	  the	  proximity	  of	  this	  technological	  frontier	  was	  not	  linked	  with	  the	  level	  of	  liberalization	  of	  
the	   product	   market.	   (Amable,	   Ledezma,	   Robin	   (2014),	   Amable,	   Demmou,	   Ledezma	   (2010).	   The	   main	  
reason	  underlying	  this	  result	  is	  linked	  to	  the	  controversial	  effect	  of	  Competition	  over	  Innovation:	  in	  some	  
case	  a	  high	  market	  power	  can	  improve	  innovation,	  while	  in	  another	  the	  converse	  is	  true,	  competition	  may	  
also	  encourage	  innovation.	  	  	  
	  
III	  Did	  Central	  and	  Eastern	  	  Europe	  Countries	  Economies	  create	  a	  new	  model?	  	  
	  
Since	  the	  first	  papers	  and	  books	  in	  this	  field,	  which	  were	  written	  in	  the	  early	  2000s,	  attempts	  have	  been	  
made	   in	  order	   to	   study	   the	  evolution	  of	  European	  varieties	  of	   capitalism,	  and	  on	   the	  resilience	  of	   these	  
variety	  towards	  the	  arrival	  of	  newcomer	  over	  this	  period.	  	  

A	   first	  paper	   (Berrou	  and	  Carrinzaux,	  2005)	   studied	   the	   characteristics	  of	  3	  newcomers	   (Czech	  
Republic,	  Poland,	  Hungary)	  and	  of	  Turkey	  using	  the	  same	  data	  analysis.	  Not	  surprisingly,	  they	  found	  the	  
first	  three	  could	  be	  affiliated	  to	  the	  Continental	  Model,	  despite	  the	  weakness	  of	  their	  financial	  markets	  and	  
of	  their	  education	  system,	  and	  welfare	  state,	  while	  the	  third	  will	  belong	  to	  the	  mediterranean	  group.	  Some	  
differences	   appeared	   between	   these	   countries,	   especially	   concerning	   the	   intensity	   of	   market	   product	  
competition,	  higher	  in	  Hungary	  than	  in	  the	  other	  member	  of	  the	  group.	  By	  this	  time	  the	  authors	  question	  
the	  opportunity	   to	   create	   a	  new	  group	   including	   this	   transition	   economies	   (see	   following	   table),	   but	   as	  
available	  data	  were	  concerning	  the	  period	  of	  the	  immediate	  accession	  of	  this	  countries	  to	  European	  Union,	  
it	  was	  worthwhile	   that	   this	   category	  will	   be	   rather	  unstable	   and	  would	  adopt	  other	  models	  during	   this	  
integration.	  

This	   point	   has	   been	   further	   documented	   in	   the	   framework	   of	   the	   FP7	   ICATSEM	   project	   (for	  
Institutional	  Change	  and	  Trajectories	  of	  Socio-‐Economic	  Models,	   ICATSEM,	  2012),	  which	  has	  been	  made	  
later	  and	   takes	  account	  of	   the	  effect	  of	  European	   integration	  on	   the	  Central	  and	  Oriental	   countries.	  The	  
idea	  was	  to	  retrieve	  the	  Amable	  Data	  Analysis	  over	  a	  panel	  of	  16	  european	  countries,	  using	  91	  variables	  
on	   16	   Europeans	   countries,	   including	   4	   newcomers	   (Czech	   Republic,	   Hungary,	   Poland	   and	   Slovak	  
Republic)	  over	  3	  base	  years	  (2000,2004,2008).	  The	  main	  results	  obtained	  by	  the	  FP7	  project	  have	  been	  to	  
prove	  that	  two	  evolutions	  have	  appeared	  over	  the	  first	  10	  year	  of	  the	  2000’.	  
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Tableau 3 Institutional Characteristics of the different form of Capitalism 

 
 

Source: Berrou and Carrinzeaux, 2005. 
 

First,	   undoubtedly	   European	   markets	   evolved	   over	   this	   period	   toward	   a	   more	   liberalized	  
organization,	   whatever	   their	   model	   (excepting	   some	   Mediterranean	   countries,	   mainly	   Greece).	   This	  
liberalization	   concerned	   not	   only	   labour	   and	   financial	   markets,	   but	   also	   the	   product	  market,	   the	  main	  
example	  being	  that	  of	  Germany.	  But	  in	  the	  meantime,	  social	  protection	  systems	  have	  been	  reinforced,	  and	  
welfare	   state	   systems	   keep	   on	   improving.	   This	   double	   evolution	   doesn’t	   question	   the	   partition	   of	  
countries	  between	  these	  categories,	  but	  in	  a	  way	  they	  mean	  that	  Continental	  European	  and	  Mediterranean	  
economies	  have	  ben	  weakened	  during	  this	  period.	  Put	  in	  another	  words,	  that	  means	  European	  Economies	  
are	  now	  converging	  to	  two	  opposite	  types,	  Liberal	  Economies	  on	  one	  side,	  and	  Social	  Democrat	  economies	  
on	  the	  other,	  that	  appears	  as	  two	  stable	  poles	  in	  the	  typology	  of	  market	  economy	  models.	  On	  the	  contrary	  
Mediterrannean	  and	  Continental	  Economies	  know	  dramatic	  changes	  over	  the	  last	  years.	  	  	  We	  can	  check	  on	  
the	   following	   table	   that	   the	   change	   in	   statistical	   distance	   between	   model	   concerns	   first	   of	   all	   the	  
Mediterannean	  model,	  which	  became	  closer	  to	  The	  European	  Continental	  and	  Social	  Democratic	  models,	  
while	  the	  Continental	  model	  become	  itself	  closer	  to	  the	  liberal	  model.	  It	  means	  that	  the	  Continental	  model	  
lost	   a	   part	   of	   its	   specificities	   and	   of	   its	   coherence,	   because	   of	   the	   arrival	   of	   newcomers	   of	   different	  
characteristics,	  and	  because	  of	   the	  weakening	  of	   their	   labour	  and	   financial	  markets	  specificities.	  Central	  
and	   Oriental	   Europe	   Countries	   shows	  more	   and	  more	   characteristics	   of	   Liberal	   Economies,	   even	   if	   the	  
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working	   of	   their	   financial	   market	   is	   far	   from	   that	   of	   an	   anglo-‐saxon	   economy.	   On	   the	   other	   hand,	  
mediterranean	  countries	  (except	  Greece)	  evolved	  towards	  the	  continental	  Europe	  model.	  

Table	  4

	  
Source: Berrou and Carrinzeaux, 2005. 

	  
According	   to	   the	   paper	   of	   Berrou	   and	   Carrincazeaux	   (2005),	   Central	   and	   Oriental	   Europe	   countries,	  
newcomers	   in	   the	  Europeans	  Union,	   suits	  quiet	  well	  with	   this	   typology.	  Globaly	   they	   still	   belong	   to	   the	  
european	  continental	  model,	  with	  some	  characteristics	  of	  the	  anglosaxon	  and	  mediterannean	  models.	  This	  
situation	  should	  not	  be	  permanent:	  it	  means	  that	  these	  countries	  won’t	  be	  a	  part	  of	  a	  new	  model	  and	  that	  
they	  will	  adopt	  one	  of	  the	  models	  of	  the	  leading	  European	  countries.	  	  

The	  main	  difficulty	   that	  encounter	  Central	  and	  Eastern	  Europe	  countries	  during	  their	   transition	  
are	   linked	   to	   the	  asymmetry	  of	  market	   liberalization:	  CEEC	  experience	   learns	   that	   if	   it	  has	  been	  easy	   to	  
liberalize	   all	   markets	   (Labour,	   Financial,	   Goods),	   it	   has	   been	   far	   more	   difficult	   to	   improve	   effectively	  
competition	  on	  these	  new	  markets.	  While	  competition	  rises	  sharply	  on	  labour	  market,	  it	  hasn’t	  be	  the	  case	  
on	  good	  and	  capital	  markets.	  As	  Financial	  market	  won’t	  have	  the	  same	  maturity	  and	  openness	  of	  the	  other	  
markets,	  it	  could	  lead	  to	  a	  rise	  of	  inequality	  and	  corruption,	  and	  by	  the	  end	  to	  a	  misallocation	  of	  resources.	  
In	  a	  way	   the	  affiliation	  of	   these	   countries	   to	   the	  Continental	  Europe	  model	   is	   a	  bit	   far-‐fetched,	   as	   these	  
countries	   doesn’t	   present	   the	   same	   complementarities	   in	   the	   working	   of	   their	   different	   markets	   and	  
institutions.	  Creating	  institutional	  complementarities	  would	  help	  these	  countries	  to	  improve	  their	  overall	  
performance,	  mainly	  by	  adopting	  a	  specific	  corporate	  governance	  model.	  From	  this	  point	  of	  view	  Balkan	  
countries	  have	  a	  chance	  to	  develop	  their	  own	  model,	  thanks	  to	  their	  former	  historical	  experience.	  	  
 
IV European Integration and Economic performance of newcomers  
 
As	  catch	  up	  countries,	  is	  it	  quiet	  evident	  that	  CEEC	  Countries	  doesn’t	  present	  the	  same	  performance	  than	  
the	   economies	   of	   more	   advanced	   economies,	   especially	   in	   the	   field	   of	   Innovation.	   As	   we	   saw	   on	   the	  
European	   Innovation	   Scoreboard,	   Central	   and	   Oriental	   countries	   belong	   to	   the	   category	   of”	   modest	  
innovators”,	  with	   very	   low	  R&D	   intensity	   (below	  1%	  of	  GDP).	  Another	   study	  on	   the	   South,	   Central	   and	  
Eastern	   Europe	   proves	   that	   the	   investment	   in	   the	   knowledge	   industries	   is	   weaker	   than	   in	   Western	  
Europe,	  even	  when	  the	  sectoral	  structure	  of	  these	  countries	  is	  taken	  into	  account.	  (J.	  Meriküll,	  R.	  Eamets,	  
U.	  Varblane,	  (2009).	  	  

A	  few	  studies	  have	  been	  made	  in	  this	  field	  on	  other	  eastern	  countries.	  The	  most	  prominent	  study	  
has	   been	   made	   by	   R.	   Veugelers	   (2010).	   Using	   a	   large	   panel	   data	   over	   24	   countries	   from	   Central	   and	  
Eastern	  Europe,	  the	  Caucasus	  and	  Central	  Asia	  (CEECCA)	  countries,	  including	  Balkan	  countries,	  this	  study	  
tried	  to	  test	  their	  ability	  to	  develop	  a	  knowledge	  based	  growth	  path	  or	  to	  have	  the	  potential	  to	  develop	  it	  
in	  the	  near	  future.	  	  More	  precisely,	  this	  study	  clustered	  the	  CEECCA	  Countries	  according	  to	  their	  ability	  to	  
“buy”,	  or	  to	  “make”	  new	  technologies:	  it	  can	  be	  checked	  that	  Balkan	  countries	  mostly	  belong	  to	  the	  bottom	  
category	   of	   “Innovation	   weak”	   countries,	   except	   Croatia	   which	   belongs	   to	   the	   category	   of	   “Innovation	  
active”	   economies.	   It	   is	   important	   to	   point	   out	   that	   newcomers	   in	   the	   UE	   belongs	   already	   to	   the	   latter	  
category,	  except	  Bulgaria	  and	  Romania,	  which	  for	  a	  lot	  of	  point	  of	  view	  have	  the	  same	  characteristics	  than	  
the	  Western	  Balkan	  countries.	  

	  
	  
	  
	  
	  
	  
	  

Table	  5	  Ranking	  of	  the	  CEECCA	  Countries	  by	  Innovation	  Activities	  
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Source:	  R.	  Veugelers,	  Assessing	  the	  potential	  for	  knowledge-‐based	  development	  in	  transition	  

countries,	  Bruegel	  Working	  Paper	  2010/01	  
	  
From	  this	  point	  of	  view	  the	  integration	  to	  the	  European	  Union	  could	  help	  the	  western	  Balkan	  countries	  to	  
adopt	  a	  kind	  of	  hybrid	  economic	  model.	  The	  following	  table	  summarize	  the	  main	  shortcomings	  that	  affect	  
these	   countries.	   It	   details	   the	   main	   characteristics	   of	   advanced	   (USA,	   UE,	   Japan),	   emergent	   countries	  
(India,	  Brasil,	  China)	  and	  of	  the	  CEECCA	  countries,	  in	  the	  field	  of	  	  
Financial	  market	  sophistication,	  	  
Labour	  and	  good	  market	  efficiency,	  	  
Market	  size	  and	  intensity	  of	  competition,	  	  
Proclivity	  of	  trade	  	  
Prevalence	  of	  FDI,	  and	  	  
Day	  to	  start	  Business.	  	  	  

All	  of	  these	  countries	  shows	  low	  scores	  on	  each	  of	  these	  criteria,	  its	  lowest	  concerns	  the	  “Market	  
size”,	  then	  the	  “labour	  and	  goods	  market	  efficiencies”	  and	  “proclivity	  to	  trade”.	  It	  is	  important	  to	  point	  out	  
that	   the	  size	  of	  market	  shows	  also	   the	  highest	  standard	  deviation	  with	  “proclivity	   to	   trade”	  and	  “Day	  to	  
start	  business”.	  On	  the	  contrary,	   the	   indicators	  of	   “Prevalence	  of	  FDI”	  and	  of	   “Day	  to	  start	  business”	  are	  
quiet	  high,	  higher	   for	   the	   first	   than	   that	  of	  Brasil	   and	  China,	   and	   than	  of	   all	   other	  emergent	  economies.	  
Even	  if	  these	  results	  aggregate	  very	  different	  countries	  performance,	  they	  show	  that	  European	  Integration	  
will	   give	   an	   insightful	   leverage	   in	   order	   to	   improve	   their	   performance.	   Balkan	   countries,	   tough	   not	  
isolated	  in	  this	  study,	  share	  undoubtedly	  these	  characteristics,	  mainly	  because	  of	  their	  isolation	  and	  space	  
fragmentation,	  and	  will	  take	  a	  considerable	  advantage	  from	  this	  integration.	  	  

	  
	  
	  
	  
	  
	  
	  
	  
	  
Table	  6	  	  Markets	  prerequisite	  for	  knowledge-‐based	  growth:	  Internationally	  benchmarking	  CEECCA	  

!"

#$%&'"%(")*+"%," -!"#$%&$'#()*+&,-./*"01231," 23'" 1,,%4521%,65$214'"7&%89:" 23'" $;5##1(1$521%," 1,2%"
2'$3,%;%7<6=8<"5,>?%&"2'$3,%;%7<6@5A'"$%8,2&1'#"1#">%,'"5$$%&>1,7"2%"23'1&"-./0123-."#$%&'*"
"
B%C"D*)"#3%E#" 23'"3'2'&%7','12<"5@%,7"FGGFFH"$%8,2&1'#"E123" &'#9'$2" 2%" 1,,%4521%,"5$214121'#*"
I3'"@%#2"1,,%4521%,65$214'"$%8,2&1'#"5&'"J;%4',15"5,>"23'"FK'$3"L'98=;1$*"I3'#'"$%8,2&1'#"5&'",%2"
%,;<" 1,,%4521%," 5$214':" 23'<" 5&'" 5;#%" @%#2" 5$214'" 1," 2'$3,%;%7<6@5A':" $%@95&'>" 2%" 5;;" %23'&"
FGGFFH"$%8,2&1'#*"M23'&"GN"$%8,2&1'#"1,"23'"7&%89"8,>'&"$%,#1>'&521%,"5&'"5;#%"@%&'"1,,%4521%,"
5$214'" 235," 23'1&" ,%,6GN" FGGFFH" $%8,2'&95&2#*" O52415" 5,>" P%;5,>" 5&'" 52" 23'" =%22%@" %," 23'"
B8<Q5A'"@1C*" L%@5,15" 5,>" B8;75&15" 5&'" 23'" %,;<" 2E%" GN"FGGFFH" $%8,2&1'#" ,%2" R<'2S" 1," 23'"
1,,%4521%,65$214'"7&%89*"M23'&"FGGFFH"$%8,2&1'#"2352"@5A'"12"1,2%"23'"1,,%4521%,65$214'"$52'7%&<"
5&'"L8##15:"I8&A'<:"F&%5215"5,>"NA&51,'*"
"

BMT"D*)U""F52'7%&1#1,7"FGGFFH"$%8,2&1'#"=<"1,,%4521%,"5$214121'#"
"

" " " " VWP9$XYYD" VWP9$"XYYZ"
"

[)" O122;'"BN\6"
]%"QH^G"

I5_1A1#25,:"
^<&7<K#25,:"
J'&=15:" B%#,15:"
Q5$'>%,15"

XY*Z" X)*/"[,,%4521%,"
0'5A"

[X" J%@'"BN\6"
]%"QH^G"

HK'&=51_5,:"
Q%,7%;15:"
Q%;>%45:"
^5K5A3#25,:"
L%@5,15:"
H&@',15:"
B8;75&15""

XX*Z" XZ*`"

[D" Q%#2;<"BN\6"
O122;'"QH^G"

O52415:"P%;5,>" +D*/" /X*)"

[`" BN\6QH^G" J;%45A15:"
O12385,15:"
a8,75&<:"
G#2%,15:"
I8&A'<:" F&%5215:"
NA&51,':"L8##15"

+D*X" +!*/"

[,,%4521%,"
H$214'"

[+" BN\6""
QMLG"QH^G"

J;%4',15:" FK'$3"
L'98=;1$"

bX*X" b`*+"

]%2'U"VWP9$" 1#" 'C9&'##'>" 5#" 759" &';5214'" 2%"@5C1@8@"VWP9$" 1," 23'"FGGFFH"7&%89:" 1'"J;%4',15*"c5;8'#" 5&'" #8=6
7&%89"8,E'1732'>"54'&57'#*"
"
Q5991,7"23'"1,,%4521%,65$21412<"9&%(1;'"%("$%8,2&1'#"2%"23'1&";'4';"%(">'4';%9@',2"$;'5&;<"$%,(1&@#"5"
9%#1214'" $%&&';521%," R#''" 23'" 2E%" &1732635,>" $%;8@,#" %(" B%C" D*)S*" I3'" @%#2" 1,,%4521%,65$214'"
$%8,2&1'#" R[+U" J;%4',15" 5,>" 23'" FK'$3" L'98=;1$S" 5&'" 5;#%" 23'" @%#2" >'4';%9'>" $%,#1#2',2;<"
23&%873%82" 23'" 9'&1%>" 8,>'&" $%,#1>'&521%,:" E31;'" 23'" 1,,%4521%,6E'5A" $%8,2&1'#" R[)" d" [XS" 5&'"
9'&#1#2',2;<" (5&"='31,>" 1," 2'&@#"%(" 23'1&" &';5214'">'4';%9@',2*"I3'" ;'4';"%(">'4';%9@',2">%'#",%2"
#''@" 2%">1(('&"7&'52;<"='2E''," 23'" [)" 5,>" [X" $52'7%&<" $%8,2&1'#:" =82"=%23" $52'7%&1'#">1#9;5<"3173"
45&15,$'*" [," 23'" [)"7&%89:"I5_1A1#25,"5,>"^<&7<K#25,"5&'"9'&#1#2',2;<" 23'"=%22%@"$%8,2&1'#" RE123"5"
#$%&'"e)Y"9'&$',2"1,"=%23"9'&1%>#S:"E31;'"J'&=15"5,>"Q5$'>%,15"354'"5";'4';"%(">'4';%9@',2"2352"1#"
'4',"3173'&"235,"23'"[X"54'&57'*"[,"23'"[X"7&%89:"^5K5A3#25,:"L%@5,15"5,>"B8;75&15"5&'"23'"='#26
9'&(%&@1,7"$%8,2&1'#"RE123"5"#$%&'"5&%8,>"`Y"9'&$',2S*"
"
"""""""""""""""""""""""""""""""""""""""""""""""""
/"I3'"$;5##1(1$521%,"&'9%&2'>"1,"B%C"D*)"1#"&%=8#2"5751,#2"@5&71,5;"$35,7'#"2%"23'"$826%(("9%1,2#*"



	   12	  

	  
Source:	  Veugelers,	  2010.	  
	  

First	  of	  all,	  as	  the	  perspective	  of	  European	  Union	  integration	  will	  become	  closer,	  the	  arrival	  of	  FDI	  
will	   increase	  with	   time,	   and	  will	   exerts	   spillover	  on	   the	  whole	  economies.	  The	   future	   integration	   to	   the	  
European	   union	   market	   will	   furthermore	   increase	   the	   size	   of	   the	   market	   of	   these	   economies	   unions.	  
Lastly,	  the	  proclivity	  of	  trade	  and	  Day	  to	  Start	  Business	  will	  help	  these	  countries	  to	  boost	  their	  growth.	  On	  
the	  contrary,	  it	  should	  be	  important	  to	  design	  the	  both	  liberalizations	  of	  their	  goods	  and	  labour	  market	  in	  
order	  to	  create	  fruitful	  complementarities.	  
	  
CONCLUSION	  

	  
The	   integration	   of	   CEEC	   countries	   to	   European	   Union	   experience	   will	   help	   the	   West	   Balkan	  

countries	   to	  build	  up	  a	  strategy,	  which	  will	  be	   landed	  on	   their	  own	  experience	  and	  characteristics.	  This	  
integration	  will	  increase	  FDI	  investment	  and	  flow	  trade,	  which	  will	  offset	  their	  small	  market	  size	  and	  their	  
isolation.	   	   But	   they	   should	   also	   adopt	   their	   own	  model	   of	  market	   economy	   and	   corporate	   governance,	  
without	  copying	  one	  or	  another.	  In	  a	  way	  they	  should	  choose	  between	  the	  two	  opposite	  European	  model	  
(liberal	   or	   social-‐democrat),,	   even	   if	   in	   a	   first	   step	   they	  will	   probably	   be	   affiliated	   to	   a	  mix	   of	   both,	   as	  
Mediterranean	  and	  Continental	  Europe	  models.	  
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