COLLECTIVE SKILL FORMATION

MARIUS R. BUSEMEYER & CHRISTINE TRAMPUSCH



The Political Economy of Collective Skill Formation



This page intentionally left blank



The Political Economy of
Collective Skill Formation

Edited by
Marius R. Busemeyer and Christine Trampusch

OXTORD

UNIVERSITY PRESS



OXFORD

UNIVERSITY PRESS
Great Clarendon Street, Oxford ox2 6pp

Oxford University Press is a department of the University of Oxford.
It furthers the University’s objective of excellence in research, scholarship,
and education by publishing worldwide in

Oxford New York

Auckland Cape Town Dar es Salaam Hong Kong Karachi
Kuala Lumpur Madrid Melbourne Mexico City Nairobi
New Delhi Shanghai Taipei Toronto

With offices in

Argentina Austria Brazil Chile Czech Republic France Greece
Guatemala Hungary Italy Japan Poland Portugal Singapore
South Korea Switzerland Thailand Turkey Ukraine Vietnam

Oxford is a registered trade mark of Oxford University Press
in the UK and in certain other countries

Published in the United States
by Oxford University Press Inc., New York

© Oxford University Press 2012

The moral rights of the authors have been asserted
Database right Oxford University Press (maker)

First published 2012

All rights reserved. No part of this publication may be reproduced,

stored in a retrieval system, or transmitted, in any form or by any means,
without the prior permission in writing of Oxford University Press,

or as expressly permitted by law, or under terms agreed with the appropriate
reprographics rights organization. Enquiries concerning reproduction
outside the scope of the above should be sent to the Rights Department,
Oxford University Press, at the address above

You must not circulate this book in any other binding or cover
and you must impose the same condition on any acquirer

British Library Cataloguing in Publication Data
Data available

Library of Congress Cataloging in Publication Data
Data available

Typeset by SPI Publisher Services, Pondicherry, India
Printed in Great Britain

on acid-free paper by

MPG Books Group, Bodmin and King’s Lynn

ISBN 978-0-19-959943-1

13579108642



Foreword

Twenty-five years ago, the number of political scientists interested in voca-
tional education and training—an unglamorous topic if ever there was one—
could almost certainly have been counted on one hand. This was a subject
that was left to “education people” and a few policy-oriented economists. In
the meantime, however, skills and training have moved to the center of
debates among political economists and political scientists who are concerned
to understand the pasts, presents, and possible futures of distinctive “varieties
of capitalism.”

This interest in skills was already widespread by the late 1990s and early
2000s, when a number of studies appeared in which scholars sought to
identify the core institutional features defining different national political-
economic “models” among the rich democracies. Despite many other differ-
ences in emphasis and argument, virtually all of these analyses devoted close
attention to training regimes (e.g., Berger and Dore, 1996; Boyer and Hollings-
worth, 1997; Hall and Soskice, 2001; Streeck and Yamamura, 2001). The
literature on the politics of skills has grown broader and deeper since then.
For example, we now have detailed historical investigations into the ways in
which guild legacies shaped political-economic development in Europe and
with enduring consequences (see, especially, the pioneering work of Crouch,
1993; also Thelen, 2004). We also have studies that link training regimes to a
wide range of contemporary outcomes including divergent patterns of social
and labor market stratification (e.g., Anderson and Hassel, 2008; Ansell,
2010; Iversen and Stephens, 2008), different patterns of gender politics (e.g.,
Estévez-Abe et al., 2001; Iversen and Rosenbluth, 2010), distinctive trajec-
tories of welfare and social policy reform (e.g., Iversen and Soskice, 2001;
Trampusch, 2010), and different electoral systems and partisan dynamics
(e.g., Busemeyer, 2009p; Iversen and Soskice, 2009).

What has emerged from this burgeoning body of work is not settled wisdom
but instead a very vibrant and fruitful debate—or better, set of debates—on the
origins and consequences of different skill trajectories, on the forces that
sustain or erode skill systems inherited from the past, and on the interactions
and causal connections between training regimes and related “adjacent” polit-
ical-economic institutions, especially but not exclusively those governing
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industrial relations and social policy. Through it all, the German case has
consistently figured prominently. While the “German skills machine” (Cul-
pepper and Finegold, 1999) captured the attention of admiring policymakers,
academics were drawn to the German model as a paradigmatic case of a
distinctly successful and decidedly “nonliberal” training regime. One of the
great virtues of the present volume is that it overcomes a certain obsession with
the “German model.” However, it is also almost certainly not by chance that
this book was conceived and largely implemented in Germany and specifically
focuses on the kind of strong collective skill formation systems that were first
“discovered” (by political scientists in any event) in the German context.

A short foreword such as this cannot resolve the debates that this growing
literature has inspired, nor can it provide a comprehensive intellectual history
of the study of skills in the political economy and political science literature
over the past quarter century. Instead, I would like to try briefly to recount in
highly stylized form (and inevitably also in a way that reflects my own,
possibly somewhat idiosyncratic, reading) what I understand to have been
the key intellectual “turn” that set the stage for skills and training to enter the
mainstream of debates on the political economy of the advanced industrial
countries.

I would take the story back to the late 1970s and early 1980s, the heyday of
the literature on “democratic corporatism.” This was a period in which schol-
ars of political economy (above all, those interested in the political economy
of labor, specifically) believed themselves to have discovered a universal and
timeless formula for reconciling high levels of social solidarity with impressive
economic performance (e.g., Cameron, 1984; Hibbs, 1978; Schmitter, 1974).
In an ideological context characterized by the ascendance of Keynesianism
and in an economic context marked by the twin challenges of rampant
inflation and persistently high unemployment, the literature of this period
had its sights firmly fixed on organized labor’s role in incomes politics and
macroeconomic management generally. The bottom line of what by the
1980s had become a vast literature on macrocorporatism was that successful
regulation of wage and distributional issues could be negotiated only where
labor movements were encompassing and also more or less directly
incorporated into peak-level tripartite bargaining in which trade-offs could
be worked out with representatives of (equally well-organized) employer asso-
ciations and the state.

The focus of the corporatism literature, in short, was on macroeconomic
steering and demand-side politics. Successful corporatist processes were most
prominently on display in a limited group of mostly northern European
countries, among which Sweden was frequently singled out for star status.
There, scholars could observe how powerful, centralized interest associations
that were directly incorporated into policymaking could strike deals that were
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capable of delivering an enviable combination of low inflation, high employ-
ment, impressive economic growth, and strong redistribution. These “small
states in world markets” (Katzenstein, 1985) seemed to have found a way not
just to survive but to thrive in an increasingly turbulent international market-
place. In the broader cross-national studies, the comparisons with “noncor-
poratist” or “low corporatism” countries were invariably invidious.

No sooner had the formula for success been worked out than some of the
most prominent poster cases for corporatist interest intermediation hit a
rough patch. In 1983, Swedish employers dramatically withdrew from corpo-
ratist negotiations, declaring themselves to be fed up with overly rigid central
contracts and seeking instead greater flexibility through bargaining decentral-
ization (Pontusson and Swenson, 1996). Denmark, which in fact had per-
formed rather abysmally through the 1970s and early 1980s, also underwent
significant decentralization (Iversen, 1996). Other small states that typically
ranked among the “most corporatist” democracies were similarly struggling.
The Netherlands, for example, had been plunged into decline and stagnation
in the 1970s and 1980s, earning itself the moniker of the “sick man of
Europe.” In short, the early 1980s were tough on Europe’s most corporatist
democracies, and the countries that were once celebrated as islands of con-
sensus and havens of egalitarian capitalism came increasingly to be seen as
“small states in big trouble” (Schwartz, 1994).

These empirical observations and developments produced a fruitful intel-
lectual ferment and in the process drew attention to the studies of scholars
whose work had always only fit uneasily—if at all—in the mainstream litera-
ture on corporatism. The key intellectual move these scholars were making
was to shift attention away from the corporatism literature’s virtually exclu-
sive focus on wage bargaining and aggregate demand management to an
examination of institutional arrangements that influenced firm strategies
“on the supply side, that is, in the sphere of production defined in the widest
sense” (Streeck, 1992: vii). This new orientation did not displace entirely the
previous focus on collective bargaining but situated it firmly within a much
broader institutional context that affected the kinds of strategies firms were
more and less likely to pursue in different national contexts. In this body of
work, it was Germany, not Sweden, that was singled out for special attention,
and the emphasis on production expanded our range of vision to include
exotic features like codetermination and handicraft chambers that had previ-
ously escaped all scrutiny (Streeck, 1984, 1989b).

The shift in emphasis from the demand side to the supply/production side
was associated as well with a partial retreat from corporatism’s emphasis on
the macrolevel toward increased attention to the microlevel of the shop floor.
Thus, at a time when most political economists were debating the most
reliable way to measure macrocorporatism and assess its effects on national
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economic performance, a rather small group of scholars from disparate fields
(including sociology, economics and, to a much lesser extent, political sci-
ence) were drawing attention to more microlevel changes transpiring on the
shop floor and in the context of a significant (though not universal) shift from
Fordist mass production to what came to be variously called flexible speciali-
zation or diversified quality production. In different ways and with different
emphases (but often based on strikingly similar empirical reference points and
almost always involving comparison with Germany), authors like Ronald
Dore, Horst Kern and Michael Schumann, Michael Piore and Charles Sabel,
Arndt Sorge and Malcolm Warner, Hilary Steedman and Karin Wagner, and
Wolfgang Streeck were drawing attention instead to the different ways in
which technological change and production reorganization were unfolding
in different regional and national contexts.

On the periphery, therefore, and alongside the very macro-, national-level
corporatism literature, the literature came to be sprinkled with detailed and
very microlevel studies through which we came to know much more than we
ever could have imagined about machine tool companies in Baden-Wiirttem-
berg, about textile and apparel manufacturers in Emilia-Romagna, about pump
producers in Britain and Germany, and about automobile firms in Britain and
Japan. These studies introduced us to institutional arrangements and practices
at the micro-/shop-floor level that had been completely overlooked in the
corporatism literature but that appeared to have a major impact on the kinds
of adjustment strategies firms embraced as they sought competitive advantage
in the more turbulent economic markets of the 1980s and 1990s.

Skills featured prominently in these accounts, as differences in training
regimes were seen as crucial to producing (or not, depending on the country)
the kinds of resources on which firms could draw in a context in which
production strategies based on the old formula of mass production and cost
competition had become untenable with the entry into international markets
of low-cost producers in “newly industrializing countries” like Brazil. Early
works in this vein that would come to resonate widely include not only
Streeck’s analyses of skills, technological change, and production organization
(Streeck, 1983, 1985, 1987, 19894; Streeck and Sorge, 1988) but also Sorge and
Warner’s comparative analysis of manpower training in Britain and Germany
(Sorge and Warner, 1980), as well as Ronald Dore and Mari Sako’s How the
Japanese Learn to Work (Dore and Sako, 1989)—all of which provided pictures
of positive adjustment based on broad and flexible occupational skills. Con-
versely, the absence of training was showing up in analyses of less successful
cases. Finegold and Soskice (1988), for example, diagnosed the British disease
as involving, centrally, a syndrome they characterized as a low-skill equilib-
rium, and the MIT project Made in America (Dertouzos et al., 1989) similarly
identified underinvestment in human capital development as a crucial deficit
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to be overcome if the United States wanted to regain its competitive edge in
manufacturing. Despite other differences, all of these early analyses saw skills
and training regimes as products of history and as deeply imbricated in a dense
network of auxiliary institutions, including collective bargaining and indus-
trial relations institutions and financial arrangements.

A pivotal piece around which much of the subsequent debates came to be
organized was a 1989 article by Streeck called “Skills and the Limits of Neolib-
eralism.” While much of the shop-floor-oriented scholarship described above
never quite made it back “off the shop floor” to develop the kind of portable
propositions around which a full framework for comparative work could be
organized, what set Streeck’s work apart in this period was that he was able to
reconnect the micro with the macro through his analysis of the national-level
institutional infrastructure that produced and sustained strategies that were
unlikely to emerge or survive in the absence of strong social and political
supports. In the 1989 article and in an even more fully elaborated subsequent
1991 version, “On the Institutional Conditions of Diversified Quality Produc-
tion,” Streeck provided a more complete picture of the “rich institutional
structure” that in the German case “forced, induced, and enabled manage-
ment to embark on more demanding high value-added, diversified production
strategies” by ruling out low-wage, low-cost strategies, while at the same time
making “more difficult adjustment strategies more possible” (Streeck, 1991:
51). The core of diversified quality production lay in institutions as socially
imposed constraints that required managers to impart more skills, share more
information (both with their competitors and with their own workers), invest
in more social peace, and give up more in terms of managerial prerogative
than the market would otherwise dictate (Streeck, 1991: 41). These insights
were taken up in virtually all of the broad comparative accounts of diverse
models of capitalism mentioned at the outset.

If Streeck’s treatment of the German case brought skills and training out of
the shadows, what has arguably kept these issues at the center of mainstream
debates on the political economy of advanced capitalism since that time is the
work by David Soskice and his colleagues (particularly Peter Hall and Torben
Iversen, but also work with Thomas Cusack and Ben Schneider). Skills play a
very central role in what has become a fully elaborated research program based
on a distinction between “liberal” and “coordinated” market economies (as-
sociated, in turn, with a broad distinction between general and specific skills).
Not all agree with this characterization of skills (Culpepper, 2007; Busemeyer,
2009g; Streeck in this volume), and there is certainly a debate on the centrality
of skills in the historical evolution of distinctive models of capitalism (for
dissenting views, see Kuo, 2009; Martin and Swank, 2011). But I think it is safe
to say that it is no longer really possible to ignore the issue of skills in
contemporary debates in political economy.
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In that sense, the early insights of the 1980s—as the present volume amply
demonstrates—continue to shape the debate in important ways. For many of
us, they have become part of the received wisdom (almost achieving the status
of taken-for-granted assumptions) on which our own analyses build. I would
say virtually all of the essays in this book take the core arguments from that
early literature as a point of departure. It is thus highly appropriate and fitting
that this volume was conceived (and the conference out of which it grew was
convened) at the Max Planck Institute for the Study of Societies, which has
been a key source of many of the foundational insights on which the skills
literature has been premised. Against the backdrop of the intellectual story (at
least as I have told it), this seems a perfect venue and vantage point from
which to take stock of what we know and what we still need to learn.

There are currently no signs that the shift in context that drew our attention
to skills in the first place (an urge to decentralize on the part of employers, the
ascendance of production issues, and a drive toward flexibility in the context
of rapid technological change) is going to go away any time soon. On the
contrary, alongside these older and enduring issues, new developments raise
new questions for the future of training and its role in the political economies
of the rich democracies. To what extent are skill systems originally devised for
manufacturing capable of being adapted to economies that are increasingly
organized around employment in services? Can the collective systems that are
at the center of attention in this volume survive the current neoliberal offen-
sive? What are the causal connections that link training institutions to other
adjacent arrangements in the political economies of the rich democracies?
This volume offers answers to some of these questions, building on insights
from the past at the same time that it lays out a compelling research program
for the future.

Kathleen Thelen
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Preface

The initial idea for this book was born in March 2007 when Marius took over
the office of Christine at the Max Planck Institute for the Study of Societies in
Cologne, and Christine moved to Berne. Inspired by the view out of this
office’s window on the bucolic MPI courtyard and its surroundings, we
decided to stay in contact to collaborate in research on skill formation and
vocational training. We moved forward step by step. In March 2008, we
founded the Network on Education and Training (NET). The idea behind
NET is to bring together young as well as more experienced scholars with a
background in political or other social sciences who are interested in studying
the institutions, politics, and dynamics of education and training systems
from an international comparative perspective. After organizing a paper
stream at the ESPAnet Conference in Vienna in September 2007, a workshop
at the ECPR Joint Sessions in Lisbon in April 2009, and a section at the ECPR
General Conference in Potsdam 2009, we both agreed that past literature and
current research leave the significant variety of collective skill formation
systems in coordinated market economies unexplored. We defined our two
research objectives to be the investigation of varieties of skill formation and
the understanding of linkages between skill formation systems and other
political-economic institutions. The book project began to take shape, ini-
tially through discussions on the topics to be covered and then on the poten-
tial contributors. With the aim of bringing together both young promising
researchers and renowned experts in the field, we approached a number of
different contributors, who all agreed to become involved in the project.
There are several people whose contributions were essential to the success of
this collected work. The institutional and “ideational” support of the Max
Planck Institute for the Study of Societies was crucial from the very beginning
of this project. In particular, we would like to thank Wolfgang Streeck, who, as
one of the two directors at the MPI, not only contributed enormous organiza-
tional and financial resources but whose ideas have inspired a lot of the
research on the political economy of collective skill formation systems.
Being an art aficionado, Wolfgang also found the “Drapers’ Guild” by Rem-
brandt, which is displayed on the cover of this volume. Equally, Kathleen
Thelen supported the project from its beginnings, directing—as an external
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scientific member of the MPI—a project on recent institutional change in the
German vocational training system, in which Marius started his explorations
of the realm of collective skill formation systems. Kathy regularly and gener-
ously provided invaluable guidance on the book project and related research—
either as a regular visitor to Cologne or as a highly welcoming and supportive
host, when Marius spent a couple of months as a visiting researcher at Har-
vard’s Center for European Studies. In this respect, Marius would also like to
thank Cathie Jo Martin and Torben Iversen for practically adopting him as part
of their families while he was in Cambridge.

Of course, we would also like to thank all the contributors to the volume for
meeting the tight deadlines and for the high quality of their contributions:
Cathie Jo Martin, Karen Anderson, Christian Ebner, Margarita Estévez-Abe, Philipp
Gonon, Lukas Graf, Torben Iversen, Lorenz Lassnigg, Markus Maurer, Moira Nelson,
Dennie Oude Nijhuis, Justin Powell, and Rita Nikolai. A conference was held in
Cologne in May 2010, at which the contributors presented a first draft of their
chapters. This provided the opportunity for some very stimulating and con-
structive discussion, which helped significantly to improve the content of the
contributions. Special thanks go to Anja P. Jakobi and Silvia Teuber for partici-
pating at the book conference. We also would like to thank the anonymous
reviewers at Oxford University Press, who helped improve the structure and
coherence of the volume as a whole.

Every scholar depends on continuous critical, but ultimately supportive
interaction with his or her peers. We would like to take this opportunity to
thank those who have—in a more or less direct manner—shaped and influ-
enced our thinking on the political economy of skill formation and supported
the project in one way or another: Klaus Armingeon, Pepper D. Culpepper,
Werner Eichhorst, Patrick Emmenegger, Achim Goerres, Peter Hall, Carsten Jensen,
Herbert Kitschelt, André Mach, Dick Moraal, Matthias Pilz, David Rueda, Heike
Solga, David Soskice, Carsten Q. Schneider, Karl Weber, and Stefan Wolter.

We are also extremely grateful to David Musson, Rachel Platt and Emma
Lambert of OUP and Astrid Diinkelmann, Thomas Pott, and Cynthia Lehmann
from the Editorial and Public Relations Unit of the Max Planck Institute for
the Study of Societies, who assisted and motivated us throughout the entire
production process. We would also like to thank Dona Geyer for her thorough
and diligent English-language editing. Our thanks furthermore go to the Max
Planck Institute for the Study of Societies, which provided enormous financial
and administrative support for the conference, the whole project, and the
language editing process, and the Institute of Political Science of the University of
Berne, which has offered Christine a very quiet and comfortable place for the
past four years to reflect on the dynamics of coordination by studying the
communication skills of marmot families. Anne Burian assisted Christine in
Berne.
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After almost two years of hard work, the project finally comes full circle with
Christine moving back to Cologne and Marius leaving Cologne to Konstanz.
We hope that this volume will motivate more and more people to become
interested in skill formation systems and that it brings skills into the broader
analysis of comparative politics.

Berne, Cologne, Konstanz, and Trier, February 2011
Marius R. Busemeyer and Christine Trampusch
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The Comparative Political Economy
of Collective Skill Formation

Marius R. Busemeyer and Christine Trampusch’

It is widely acknowledged that the availability of human capital contributes
to economic performance and competiveness as well as social integration and
equality. In recent years, the challenge of the globalized knowledge-based
service economy prompted national governments and international organi-
zations to pay increasing attention to skills. Policymakers regularly emphasize
the need to invest in education and skill formation, but if human capital is
such a desirable good, why is it so hard to create? And why do countries differ
so much in how they attempt to produce it?

One of the most interesting conclusions of scholarly work in recent years is
the insight that the development and availability of skills is not a matter of
unconstrained, rational choices but is strongly conditioned by and reflected
in the institutional context of political economies, both historically and in
the contemporary period (Finegold and Soskice, 1988; Streeck, 19924, 1996;
Ashton and Green, 1996; Culpepper and Finegold, 1999; Hall and Soskice,
2001; Thelen, 2004, 2008; Cusack et al., 2007; Iversen and Stephens, 2008;
Martin and Swank, 2008; Busemeyer, 20094; Bosch and Charest, 2010; Tram-
pusch, 20104, 2010b). This literature also points out that “human capital” is
not a homogenous good, but comes in different varieties and flavors, and that
countries differ largely with regard to the availability of different kinds of
human capital, which has important consequences for patterns of economic
competitiveness and social integration.

Hence, the domain of skill formation must not be regarded in isolation
from other domains of the political economy. The study of the politics
and institutions of skill formation tells a lot about the development of
political economies in general. Changes in the domain of skill formation
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have consequences for the development of adjacent spheres of the political
economy, such as industrial relations, collective wage bargaining, the welfare
state, and labor markets and vice versa. Instead of following a static approach
and taking the existence of self-reinforcing equilibria for granted, this book
emphasizes the dynamic, partly contingent, and fundamentally political
nature of skill formation processes. Instead of viewing institutional arrange-
ments of skill formation as the outcomes of rational and functional decisions
of firms interested in minimizing transaction costs, the various contributions
reveal skill systems to be institutions that are “fraught with tensions” (Maho-
ney and Thelen, 2010: 10) and always temporary and contested solutions to
ongoing conflicts about the distribution of power.

More specifically, this volume is devoted to the study of collective skill formation
systems, to be found in a number of countries usually depicted as “coordinated
market economies.” These systems have been admired by international observers
and academic scholars alike, because they combine low levels of youth unem-
ployment with high-quality occupational skills and thereby bolster the competi-
tiveness of economies (e.g., Finegold and Soskice, 1988; Hall and Soskice, 2001).
Following the inductive typical-case selection strategy (Gerring, 2007: 91), we
selected Germany, Austria, Switzerland, the Netherlands, and Denmark as cases
because they are representative of collective skill formation systems. As typical
cases “serve an exploratory role” (Gerring, 2007: 91), the volume’s main objective
is to explore the historical and political origins of collective skill formation
systems and how contemporary challenges condition their change.

The main characteristic of the vocational training systems of these countries
is that they are collectively organized, because firms, intermediary associations,
and the state cooperate in the process of skill formation in initial vocational
training. In particular, this means that, first, firms are strongly involved in
financing and administering workplace-based training; second, intermediary
associations play an important role in the administration and reform of these
systems; third, the systems provide portable, certified occupational skills; and
fourth, training takes place not only in schools but also in companies, usually
in the form of dual apprenticeship training.

There are three main insights linking the various chapters. The first insight
is that collective skill formation systems are not self-sustaining institutional
“equilibria.” On the contrary, they are vulnerable and, in part, even fragile
institutional arrangements that need the continuous political support of rele-
vant stakeholders. The historical chapters in this volume provide the reader
with a sense of the amount of contingency involved in the continual redesign
of institutional arrangements and, in this sense, constitute a warning against
attempts of ex post rationalizations. Confronted with contemporary chal-
lenges such as deindustrialization, Europeanization, and structural changes
in the economy, collective training systems need to be adapted in order to
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survive, but these processes of reform always entail the danger of transforming
the defining character of the system (see Thelen and Busemeyer on Germany
or Powell and Trampusch on international challenges, both in this volume).
The second insight the book provides is that the variety of skill formation
systems is largely conditioned by the decisions made on the division of labor
between firms, associations, and the state in providing and financing skills.
The third insight is that, in collective skill formation systems, these decisions
are particularly contentious because the historical and contemporary devel-
opment of collective skill formation systems is affected by political struggles
during critical junctures with regard to four neuralgic points of conflict: the
division of labor between the state, employers, their associations, and individ-
uals on the provision (who provides?) and financing (who pays?) of vocational
education and training (VET), the relationship between firm autonomy and
public oversight in the provision of training (who controls?), and the linkages
between VET and the general education system. The decisive causal factors
that shaped political struggles over these points of conflict are, on the one
hand, characteristics of firms and cleavages within the business camp (“logic
of membership”) and, on the other hand, characteristics of the state, unions,
and the balance of power between business and labor (“logic of influence”)
(Schmitter and Streeck, 1999; Streeck and Schmitter, 1985).

The volume is divided into two sections. The first section—country studies—
contains case studies on Germany (Kathleen Thelen, Marius R. Busemeyer), the
Netherlands (Karen Anderson, Dennie Oude Nijhuis), Switzerland (Philipp
Gonon, Markus Maurer), Austria (Lukas Graf, Lorenz Lassnigg, Justin Powell),
and Denmark (Moira Nelson) and explores the historical origins and contempo-
rary changes in collective skill formation systems. Preceding the country chap-
ters, the chapter by Cathie Jo Martin revisits the crucial period of the formative
phase of vocational training. On the basis of an in-depth study on Denmark, the
United States, and Germany, Martin shows that partisan competition and the
political features of state structures influence the organization of employers’
associations and also their strategies in training policy. The second section—
crosscutting topics and contemporary challenges—is directed more specifically
at overarching topics currently discussed in the comparative political economy
literature. It aims at discussing the interaction between deindustrialization,
vocational training, and collective wage bargaining in determining stratifica-
tion effects of training systems (Marius R. Busemeyer, Torben Iversen), the
embeddedness of vocational training in educational systems (Rita Nikolai,
Christian Ebner), the association between gender-related labor market stratifi-
cation and vocational training (Margarita Estévez-Abe), and the impact of the
Europeanization processes (Justin Powell, Christine Trampusch). In the fore-
word, Kathleen Thelen argues that capitalism cannot be discussed without
addressing the topic of skills and critically reviews the studies conducted on
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this topic both inside and outside the Max Planck Institute for the Study of
Societies. Wolfgang Streeck provides a concluding essay on the debate over
general versus specific skills.

This introductory chapter is divided into five sections. In the first, we discuss
the peculiarities of collective skill formation systems from the perspective of
labor market economics and institutional political economy. On the basis of a
typology of skill formation systems in advanced political economies, we high-
light in the second section the central characteristics of collective training
systems. The third section explores the variation within the group of collective
skill formation systems, and the fourth discusses the political economy of col-
lective skill formation, that is, the causal factors that shape the historical and
current development. In the fifth section, we describe crosscutting topics and
contemporary challenges, while again pointing to specific chapters of the book.

Institutions and the economics of skill formation

Labor market economists have struggled to explain the functioning of collective
training systems (Harhoff and Kane, 1997; Acemoglu and Pischke, 1998, 1999;
Wolter et al., 2006). From the perspective of standard human capital theory
(Becker, 1993[1964]), the existence of collective skill systems poses several
puzzles: why are firms willing to take over a significant share of the costs of
initial VET despite the fact that apprentices are free to leave the firm after they
complete their training? Why does a significant share of a typical youth
cohort decide to pursue vocational training instead of academic higher educa-
tion, a development that results in significantly lower student enrollment
rates in countries with collective training systems compared with other
nations (see Nikolai and Ebner in this volume)?

A partial answer to these questions lies in the role of institutions. Authors in
the tradition of neo-institutional labor economics (Acemoglu and Pischke, 1998,
1999) explain the “irrational” willingness of firms to invest in skills as a result
of “labor market imperfections.” Because of low levels of labor turnover in
countries such as Germany, so the argument goes, firms are more willing to
invest in training, because there is a higher probability that apprentices will
decide to stay with the training firm than in countries with flexible and fluid
labor markets. Also, firms can use apprenticeship training as a gate-keeping
device to internal labor markets, allowing them to identify candidates with
“high potential” and to sort out the “lemons.”

However, this kind of ex post rationalization of observed firm strategies in
skill formation can, at best, provide partial answers only and, at worst, detract
from the deeper lying causes of the diversity of skill regimes in advanced
industrial democracies. For instance, Acemoglu and Pischke (1999) treat the
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existence of “labor market imperfections” as a given exogenous factor. They
cannot (or do not aim to) explain the variation of labor market imperfections
across country contexts. Therefore, their explanation for the continuing sur-
vival of collective training systems is partial at best, because it remains unclear
whether firms themselves would be willing or able to create these imperfec-
tions as part of their skill formation strategies or whether they are caused by
something exogenous to the economic process of human capital formation,
that is, politics and society.

In contrast, scholarship in the tradition of institutional political economy
(Streeck, 1992a, 1992b, 2009; Hall and Soskice, 2001; Thelen, 2004) pays
close attention to the embeddedness of training institutions in a dense net-
work of political and socioeconomic institutions, such as collective wage
bargaining, corporate governance and financing, labor market and welfare
state policies, as well as industrial relations. These accounts provide a clear
answer as to the determinants of firm strategies in skill formation: the dense
network of institutional constraints imposes “beneficial constraints” (Streeck,
19924, 1994) on firms, encouraging them to invest in skills. Most importantly,
the creation of “beneficial constraints” always entails an element of conflict
between the different stakeholders, namely firms, workers, their associational
representatives, and the state. The establishment of a collective institutional
framework is not the result of a rationalistic process of deliberation among
firms searching for the optimal skill formation strategy. Instead, training
institutions have deep roots in the history of politics and society, which, in
the case of apprenticeships, often go back to the Middle Ages (Thelen, 2004,
2007, 2008). In short, this strand of literature argues that the preferences of
actors in training are socially constructed and that it is the historical record
which helps us to understand these preferences.

In line with these approaches, the contributions to this volume largely
follow a historical-institutionalist perspective. The development of skill formation
systems is regarded as a dynamic political process that unfolds according to
empirically observable regularities; hence, it is possible to develop generalized
propositions about these processes. At the same time, the development paths
of skill formation systems are not predetermined, that is, there remains
a significant amount of contingency, which is usually expressed in political
struggles about institutional design and transformations. Thus, although train-
ing systems have deep historical roots, institutional arrangements different
from the dominant pattern always remain latent options. Also, there is no
inherent mechanism that guarantees the stability of these arrangements.
Instead, institutions need the continual political support of important political
stakeholders in order to survive in the long term (Thelen and Kume, 2006; Hall
and Thelen, 2009). That said, the different chapters of this volume acknowl-
edge the importance of critical junctures—tipping points in the historical
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development of political economies that open up contingencies that may (or
may not) lead to the renegotiation of the institutional and political settlements
of the past, while at the same time setting in motion a process of transforming
the political arena for the next round of renegotiations in the future.

In the development of skill formation systems, we look at three critical junc-
tures that set countries on specific trajectories and where fundamental decisions
on the design of skill formation systems are renegotiated. Following Collier and
Collier (1991: 29), we define a critical juncture “as a period of significant
change, which typically occurs in distinct ways in different countries [...]
and which is hypothesized to produce distinct legacies.” In skill formation,
the first critical juncture is located in the period of intensified industrialization and
democratization at the end of the nineteenth and the beginning of the twentieth
centuries, when the relative timing and sequence of the processes of state
formation and industrial development decidedly shaped the industrial and
political integration of business and labor as well as the formation of national
labor markets. The second critical juncture lies in the 1960s and 1970s, when
the postwar growth period came to an end. This period is associated with the
rise of the neo-corporatist paradigm and the onset of the economic globaliza-
tion. Finally, the current period of intensified economic and political globalization
and the rise of the service and knowledge economy can be thought of as a third
critical juncture, in which not only the deregulation of labor markets and the
decentralization of industrial relations but also shifts in skill demands signal
that a crucial transformation of contemporary political economies is underway.

Varieties of skill formation systems

Typologies necessarily imply a simplified picture of social reality. Nevertheless,
they are useful tools for bringing order to complexity and for understanding
processes of institutional change, in particular if they are designed in the
Weberian sense of identifying ideal types that can help us make sense of the
direction of change while showing us the alternatives that social actors have at
their disposal. In the comparative literature on training, we find various typol-
ogies to distinguish national training systems, recognizing that the real guises
of training systems also embody various elements of the different types (Fine-
gold and Soskice, 1988; Blossfeld, 1992; Greinert, 1993; Lynch, 1994; Ryan,
2000; Crouch et al. (2004[1999])). This literature identifies several crucial di-
mensions of variation in the institutional design of training, such as the domi-
nant venue of training, the degree of standardization and certification of skills,
the degree of stratification and differentiation in the system of occupational
degrees, the role of the state, and the linkages between skill formation and other



