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After first emerging during the times of political and economic transitions in the post-communist 

countries of Eastern Europe and the former USSR, business and employer associations are entrenching 

as the non-market institutions of information transfer, standards enforcement, economic coordination, 

and interaction between the state and private businesses (Recanatini and Ryterman, 2001; Pyle, 2006; 

Duvanova, 2007).1 Their patterns of organization and influence have an effect on many aspects of 

evolving economic relations. The evolution of the systems of business representation in post-communist 

countries has led to a puzzling situation: corporatist-style legal frameworks adopted by some countries in 

the 1990s did not preclude the development of de facto pluralism in subsequent years. Despite historical 

legacies, underlying legal frameworks, and official support for compulsory business organizations, most 

corporatist-style systems dissipated by mid-2000s. One explanation of such a paradoxical outcome is that 

corporatist-style compulsory institutions are less effective than voluntary associations in channeling the 

interests of a business community. In order to substantively evaluate this argument, I present a detailed 

account of the erosion of the corporatist representation system across post-communist space. My 

theoretical argument and empirical evidence suggest that future policy changes that create corporatist-

style, state-controlled system of business representation are unlikely to undermine the development of 

voluntary business associations.  

 

COMPULSORY VS. VOLUNTARY MODES OF ORGANIZATION   

Corporatism and pluralism have been two alternative analytical categories to be applied in the analysis of 

new post-communist systems of interest representation. Returning to the classic definitions provided by 

Schmitter (1974), pluralism is characterized by the existence of multiple competing organizations 

representing different social interests while the corporatist (neo-corporatist) arrangements are associated 

with the existence of encompassing associations organized in a highly hierarchical manner and effectively 

monopolizing group representation vis-à-vis the state. Schmitterian definitions of the ideal-typical 

alternatives are based on several dimensions of group characteristics and their interactions with other 

groups and the state. These include the number and representative claims of interest organizations, their 

internal organizational structure, functional differentiation, fragmentation and competition, as well as 

their relationship to the state that may or may not create, license, and grant representational monopoly 

(Schmitter, 1994: 93-94). Table 1, reproduced from Schmitter (1993: 329), summarizes these different 

defining traits.  

Multiple defining characteristics that distinguish corporatist and pluralist types of interest 

representation have allowed scholars of post-communist politics to apply these ideal-typical categories 

with freedom, basing their assessment on a singular or a limited number of corresponding traits. For 

example, Waller (1994: 34) speculates about a “form of pluralism with corporatist features”, Remington 

(2004: 152) labels Russia as a corporatist system because although “there is a plurality of associations … 

                                                
1 In comparison to other special interest groups in the post-communist settings, business associations have enjoyed 
greater membership, organizational strength, and resources.  
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there is a tendency to the domination of the umbrella all-Russian associations.” Colton (1992) and 

Kubicek (1996) write about corporatism based on government’s preferential treatment of loyal but not 

necessarily representative groups. Such analyses present a danger of losing the analytical utility of the 

corporatist-pluralist distinction and create the need to introduce a number of qualifiers (e.g. pseudo-, 

post-communist, mixed, etc.). Moreover, the overall comparison of the distinctive elements 

characterizing the emerging post-communist systems of business representation (underlined in Table 1) is 

more favorable to the pluralist pattern.  

Table 1: Pluralist and Corporatist Models of Intermediation   
 Pluralist  Corporatist  
Representation: 
In relation to members 
 
 
 
 
In relation to interlocutors 
 
 
 
 
Control: 
In relation to members 
 
 
 
 
In relation to interlocutors 

 
Multiple units 
Overlapping claims 
Autonomous interaction 
Voluntary adherence 
 
Mutual tolerance  
Opportunistic access 
Consultative access 
Shifting alliances  
(log-rolling) 
 
Persuasive conviction 
Leader prestige 
Discriminate treatment 
Selective goods 
 
Provision of information 
Irresponsibility for decisions 
Autonomous monitoring 
Mobilization of pressure 
 

 
Monopolistic units 
Differentiated domains 
Hierarchical co-ordination 
Involuntary contribution 
 
Explicit recognition 
Structured incorporation 
“Negotiative” role 
Stable compromises (package-
dealing) 
 
Interest indoctrination 
Organizational authority 
Coercive sanctions 
Monopolistic goods 
 
Organization of compliance 
Co-responsibility for decisions 
Devolved implementation 
Withdrawal from concentration 

Source: Adapted by permission of Oxford University Press from Schmitter (1993: 329, Figure 1) in 
Rosenstein, E. and Lafferty, W.M. (eds.) International Handbook of Participation in Organizations: For the Study 
of Organizational Democracy, Co-Operation, and Self Management, Volume III, Oxford: Oxford University Press. 
 

The representation patterns taking root in Eastern Europe and in the former Soviet republics, 

although containing the elements of functional differentiation, hierarchy, and, in some cases, involuntary 

membership and explicit recognition by the state, nevertheless are strongly competitive, increasingly 

voluntary, and exhibit consultative and opportunistic patterns of access. In terms of member and policy 

control, post-communist business representation gravitates even more towards the pluralist ideal type 

with little evidence of organizational capacity for coercive sanctions, binding decisions, and effective 

enforcement. Most importantly, the compulsory representation systems adopted by post-communist 

countries, instead of creating favorable conditions for business representation through a strong resource 

base, solid legal foundation for the business role in political decision-making, and, most importantly, by 

solving the problem of collective action involved in the initial organization, started crumbling. Businesses 

in corporatist systems formed and actively participate in alternative associations. Some such associations 



 3 

not only attained considerable membership, expanded their functions and activities, and actively 

participated in the political process, but also attained an officially recognized status in representing the 

business community. Finally, most countries that initially adopted compulsory membership in 

encompassing associations have replaced it with voluntary systems. This suggests that corporatist-style 

arrangements have been on the decline. Why has this been the case?  

The major problem encountered in organizing a group of actors to pursue their common interest 

is free-riding – the collective action problem (Olson, 1965). A definite solution to the collective action 

problem is provided by the corporatist-type compulsory institutions in which the state punishes free-

riders. Formation of voluntary associations, on the other hand, is not enforced by an outside authority 

and seems to be even more problematic where compulsory-membership groups already exist. Why do 

such indisputably rational and money-maximizing actors as firms and businessmen participate in the 

formation of voluntary organizations subject to the classic free-rider problem, especially when they are 

already paying members of a compulsory group not subject to free-riding?  Although at first glance, 

participation in voluntary associations seems to be unnecessary for the already organized business 

interests, the following discussion demonstrates that the compulsory membership system leaves ample 

reason for businesses to form organizational alternatives to the official associations. The compulsory-

membership environment alters the organizational goals of business associations, making the latter less 

attentive to the needs and demands of their constituents.  

In this paper I advance an argument suggesting that compulsory, encompassing associations lack 

the motivation to provide services that firms in post-communist settings seek most. From the perspective 

of the firm such organizations are inferior to well-motivated voluntary organizational alternatives; thus, 

they do not preclude self-organization of the business community. Participation in compulsory business 

associations does not substitute for participation in voluntary associations. These arguments provide 

analytical bases for explaining the observed empirical developments in the corporatist-style systems of 

business representation in the post-communist countries. Neither the growing participation in voluntary 

business associations nor the reforms and abandonment of compulsory systems appear to be unexpected. 

Since compulsory organizations do not have to lure firms by offering valuable services that decrease the 

cost of doing business, voluntary associations offering such services should rise and attract new 

members. In effect, compulsory organizations’ lack of incentive to provide regulatory relief as a means of 

increasing membership preconditions the development of organizational pluralism.  

Even if compulsory organizations might be providing valuable services to the firms, by the 

nature of the system, such goods are common to all firms in the economy and, thus, are unlikely to be 

seen as consequences of universal membership. Firms are likely to assume the provision of such goods 

and services without giving credit to the compulsory association and legislative frameworks mandating 

universal contributions. Thus, firms are likely to underestimate the benefits and overestimate the costs of 

compulsory membership and argue for its abandonment. How does one know if this story is true for the 

post-communist cases? The next section discusses evolution of voluntary and compulsory institutions of 
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business associations in the post-communist countries. It shows the erosion of corporatist-style regimes 

manifested in the development of multiple voluntary business associations, loss of monopoly on 

representation, and, in many cases, retreat from the compulsory institutional forms.  

 

FROM CORPORATISM TO PLURALISM 

In the early stages of post-communist transition, new legislation laid out formal foundations of 

business representation. The emerging systems of representation generally fell into two patterns: some 

countries opted for the so-called continental chamber system that emphasized compulsory membership and 

exclusive claims for representation on the part of the chambers of commerce (for the Hungarian case, see 

Ingleby 1996). But the legal framework in the majority of the post-communist states provided for 

voluntary membership in chambers of commerce and other business and employer associations and 

created conditions for the emergence of organizational pluralism in the sphere of business representation 

and self-coordination (see Fortescue 1997, for the Russian case). With the exception of Moldova,2 East-

central Europe and the former republics of the USSR adopted voluntary arrangements; in the Balkans, 

Hungary, and Slovakia, compulsory institutions have taken hold.  

Chambers of commerce and industry are pivotal for understanding the differential organizational 

forms and participatory dynamics across these different systems of representation. Although at the 

beginning of economic transition the post-communist countries lacked a developed business community, 

organizations uniting employers and managerial elites preceded the capitalist transition and the 

emergence of genuine business elites (Waller 1994; Kubicek 1996; Fortescue 1997; Remington 2004). In 

this respect the post-communist organizational landscape in the early 1990s was not the tabula rasa of 

many early accounts (Jowitt 1992; Schopflin 1994; Geddes 1995; see also McMenamin 2002 evaluating 

the “flattened landscape” argument). Under communist rule all the countries of Eastern Europe and the 

Soviet Republics had quasi-state chambers of commerce and industry that coordinated interstate trade 

and economic cooperation, mediated cross-enterprise disputes, and enforced technical standards. 

Following the political transitions, such organizations were reorganized as public entities independent of 

the state.  

Special pieces of legislation created national chambers of commerce and industry in all post-

communist countries. Many countries passed additional laws regulating the formation of institutions of 

business representation. In line with the continental chamber model of representation, the successor 

states to the former Yugoslavia, Albania, Hungary, and Slovakia (Ingleby 1996; Luksic 2003) as well as 

Moldova starting in 1999 have created compulsory business organizations with guaranteed access to 
                                                
2 Moldova presents a hard-to-classify case. The 1999 Law on Chambers of Commerce and Industry created a 

compulsory-membership system but did not provide for automatic membership. Small and agricultural 
enterprises may join the Chambers on a voluntary basis, and the Chambers are responsible for reviewing member 
applications and collecting membership dues. By 2005 the Moldovan National Chambers of Commerce reported 
small businesses constituting 70 percent of their members, and nearly 100 percent of their operating revenue 
derived from the sale of their services to members and nonmembers. Based on its membership and activities, it 
appears that the Moldovan Chamber evolved into a service-providing institution engaged in active efforts to 
expand its membership on a voluntary basis. 
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political decision making and exclusive participation in the mechanisms of tripartite negotiations. They 

were also given a number of state-prescribed functions in the sphere of economic regulation. Such 

institutional arrangements—hierarchical, territorial, and sectoral structures; regulatory functions formerly 

performed by the auxiliary state institutions; and compulsory membership3—have been explicitly 

modeled after the Austrian and Italian chambers of commerce.  

There has been some variation in this group of countries to the extent of organizational 

fragmentation of compulsory representation. Some countries (e.g., Albania and Slovenia) established 

centralized organizational structures uniting the entire business sector (Luksic 2003; Fink-Hafner and 

Krasovec 2005). Others, such as Croatia and Hungary, created several compulsory hierarchical 

organizations that split the responsibility for organizing small artisan-type producers, industrial 

enterprises, and the agricultural sector. Despite these differences in the number of the hierarchically 

organized compulsory groups, their functions, internal structures, and patterns of interaction with the 

state have exhibited strong similarities within the corporatist-type category while also drastically differing 

from those organizations developed in the compulsory-membership context. 

Other countries in the region, including Poland, Czech Republic, Bulgaria, Romania, the Baltic 

countries, CIS, and Mongolia, have reorganized their communist-era chambers of commerce along the 

lines of voluntary membership, removing virtually all state backing of the chambers and creating 

legislative frameworks for the formation of alternative organizations for business representation, 

coordination, and self-governance. Table 2 groups the post-communist countries according to the basis 

of membership in chambers of commerce and provides the 2005 membership figures.  

Following the creation of the formal institutional foundations that put Eastern European 

countries on the diverging paths of business representation, interesting developments were under way in 

a number of countries. The compulsory system, for the most part, did not live up to the high 

expectations on the part of both business and government. Although representative and regulating 

functions of the compulsory chambers were expected to generate close integration of the business 

community into the political processes and a gradual development of beneficial self-regulation, businesses 

in different countries started voicing their dissatisfaction with the compulsory nature of the system and 

the chambers’ inability to reflect their demands and protect their interests adequately. In particular, the 

compulsory chambers were criticized for giving little recognition—and virtually no representation—to 

the small-business sector and emerging industries.4 The official responses to this criticism ranged from 

legislation mandating the creation of a specialized compulsory organization for representing 

underrepresented sectors (Croatia in 1993), reforms of the internal organizational and governance 

structures of the chamber (Serbia in 2001 and 2003, Croatia in 1994), and the abandonment of the 

                                                
3 In most cases compulsory membership is automatic for all enterprises filing their incorporation documents with the 

state authorities. 
4 According to the World Bank BEEP survey, on average, business satisfaction with associations in voluntary-

membership systems is 30 percent higher than in compulsory-membership regimes.  
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compulsory-membership clause altogether (Slovakia in 1996, Hungary in 2000, Macedonia in 2004, and 

Slovenia in 2006). 

Table 2. National chambers of commerce: type of membership 

Compulsory Membership5  Transitioned from Compulsory 
to Voluntary 

Voluntary Membership6  

Albania (8,000) 
Bosnia-Herzegovina (40,000) 
Croatia (68,683) 
Serbia (130,000) 
Montenegro (10,800) 
Moldova (1,326) 

Hungary 2000 (45,000) 
Slovakia 1996 (7,512) 
Slovenia 2006 (61,000) 
Macedonia 2004 (149,386) 
 
 
 

Bulgaria (43,000) 
Czech Republic (13,000) 
Estonia (3,324) 
Latvia (1,030) 
Lithuania (16,000) 
Poland (300,000) 
Romania (8,104) 
Armenia (2,180) 
Azerbaijan (305) 
Belarus (1,600) 
Georgia (3,000) 
Kazakhstan (670) 
Kyrgyz Republic 
Russia (25,000) 
Mongolia  
Tajikistan (170) 
Ukraine (5,000) 
Uzbekistan 

Note: Official membership figures, where available, are reported in parentheses.  
Source: The Chambers of Commerce and Industry: Summary, Central European Initiative, Euro Chamber, 
http://academy.eurochambres.eu, http://www.unioncamere.net/cei/whoswho.htm, 2005.  

 

The business community’s growing dissatisfaction with the work of the compulsory chambers of 

commerce/economy has produced the spontaneous self-organization of rival business associations. A 

number of sector-specific and cross-sector organizations emerged to represent businesses who felt that 

state-created compulsory chambers ignored their interests and vision. Such alternatives to the official 

chambers of commerce included organizations of small businesses and leading industrial enterprises, 

banks, and trade corporations. Perhaps the largest and the most influential of such voluntary associations 

are the national employer associations that by the late 1990s had organized predominantly large 

businesses in different countries of the region. In such countries as Croatia and Macedonia, the employer 

associations have successfully demanded an exclusive role in the tripartite negotiations, becoming the 

official organizations representing countries’ businesses in general agreements in the sphere of industrial 

and labor relations. In Slovenia the Association of Employers unites over twelve hundred enterprises that 

jointly constitute about half of the entire private sector. 

                                                
5 Categories of enterprises required to join chambers of commerce differ across countries. Albania, for instance, 

excludes agricultural enterprises, whereas Croatia has additional compulsory associations for cooperatives (mostly 
agricultural) and artisans. Serbia effectively excludes microbusiness from the compulsory membership clause. 

6 This refers to member enterprises. Some countries require local employer organizations to join the 
corresponding national organizations. Ukrainian legislation, for example, mandates that all provincial and local 
organizations that use the name “Chamber of Commerce” be a part of the national Chambers of Commerce system. 
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In Albania the first voluntary business association providing an organizational alternative to the 

official Chambers of Commerce—Union of Democratic Businessmen—was created as early as 1993. 

Currently, the two largest voluntary umbrella business associations are the Albanian Council of Employer 

Organizations and the Union of Organizations of Albanian Businesses. Similarly, two major voluntary 

associations competed for membership in Serbia and Montenegro: the Employers’ Associations and the 

Association of Industrialists and Entrepreneurs of Serbia and Montenegro. There has been a steady 

increase in the number of sector- and issue-specific voluntary associations throughout the region, in both 

pluralist- and corporatist-type systems. Examples of successful voluntary associations that developed 

alongside the compulsory chamber systems include the National Real Estate Association and the 

Professional and Business Women Association in Albania, the Association of Serbian Banks, the “Krov” 

Association of Real Estate Agencies of Serbia and Montenegro, the Croatian Association of Travel 

Agencies, the Association of Croatian Employers, and many others.  

As the above examples demonstrate, the existence of the compulsory-membership requirement 

did not prevent firms from seeking membership in alternative voluntary-membership organizations. 

Paradoxically, the compulsory-representation system, despite providing a strong resource base, solid legal 

foundation for the business role in political decision making, and, most importantly, solving the problem 

of collective action involved in the initial organization, could not prevent the development of voluntary 

associations. Although participation in and contributions to voluntary associations do not replace the 

requirement to pay compulsory-membership dues, businesses in compulsory systems have formed and 

actively participate in alternative voluntary associations. Some associations not only attained considerable 

membership, expanded their functions and activities, and actively participated in the political process; 

they also attained an officially recognized status in representing the business community. Finally, four 

countries—Slovakia, Hungary, Macedonia, and Slovenia—have replaced compulsory institutions with 

pluralist systems.  

The dismantling of compulsory-membership chambers in Slovakia, Hungary, Macedonia, and 

Slovenia was a result of deliberate government efforts backed by the business community and was 

precipitated by the competitive pressures emanating from the emerging voluntary organizations. In 

Slovakia the elimination of automatic membership established under the 1992 law was proposed as a 

means to enhance competition and reduce undue corporate influence. The move was part of a broader 

political agenda that resulted in the reorganization of fifteen professional chambers into voluntary civic 

associations (Malová and Rybář 2003). The business community embraced this reorganization at least in 

part because of the growing influence and active political role of a voluntary peak organization—

Association of Employers’ Unions and Federations (AZZZ), which at the time became the primary force 

in the emerging institutions of social dialog (Malová, n.d.).  

Similarly, the abandonment of the compulsory-membership requirement in Hungary (Chamber 

Act of 1999) came as a government initiative directed against the amalgamation of the certifications, 

quality control, and licensing functions under the self-governing and largely autonomous Hungarian 
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Chamber of Commerce (Pola 2007). In the 2000s Hungary also abolished compulsory-membership 

requirements in a number of professional associations and transferred their regulatory functions to the 

state institutions. The law that stripped the Chamber of Commerce of automatic member contributions 

and regulatory functions was backed by the business community, which repeatedly raised concerns about 

the Chamber’s disincentives to expand their member-oriented services, its ineffectiveness in carrying 

regulatory functions, and inability to represent economic interests in politics effectively. The program 

statement of the reformed voluntary Chamber states, “It is obvious that enterprises will be keen to join 

the Chamber if they are offered something in return.” It states that the Chamber’s major objectives 

include “safeguarding the interests of Hungarian entrepreneurs, and ensuring that the Chamber becomes 

service-oriented.”7  

Member dissatisfaction with the compulsory system and the growing competitive pressures from 

the politically active voluntary-membership associations are also responsible for the passage of the 2004 

Macedonian Law on the Economic Chamber and the 2006 Slovenian Law on Chambers of Commerce 

and Industry, both of which annulled the compulsory-membership status of the Macedonian Chamber of 

Economy and Slovenian Chambers of Commerce and Industry and Craft and Small Businesses. 

According to Eurochambers, following these changes, Macedonia and Slovenia experienced a decline in 

membership from 149,386 and 64,818 companies in 2004 to 15,000 and 13,093 members in 2009, 

respectively.8 

In Slovenia the passage of the 2006 law was linked to another important legislative change: the 

2006 Law on Collective Agreements stipulated that starting in 2009, no compulsory-membership 

employer association could enter binding collective agreements (Sledar 2010). According to the European 

Industrial Relations Observatory, the move away from compulsory-membership chambers had little 

effect on the nature of collective bargaining because prior to 2006 a number of voluntary-membership 

groups were participants to the tripartite negotiations. 

These developments point to a de facto erosion of corporatist-style systems of business 

representation in Eastern Europe and their evolution toward greater pluralism. Despite the clear 

advantages of compulsory associations in solving the collective-action problem through the prevention of 

free-riding and certainty of contributions, the compulsory chamber systems on many occasions have 

failed to satisfy the needs of at least a part of the business community. Naturally, some dissatisfaction 

with the compulsory chamber systems stems from the fact that businesspeople perceive organizational 

dues as a tax applied universally, without adding any benefits to the firms. Still, this does not explain why 

businesses throughout the compulsory-membership systems were eager to join alternative voluntary 

associations—a decision involving additional contributions of time and money.  

Membership Costs 

                                                
7 See http://www.mkik.hu. 
8 See Eurochambres, http://www.eurochambres.be. 
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A potential counterargument in explaining the genesis of voluntary organizations would suggest 

costless participation. According to such an alternative explanation, the proliferation of noncompulsory 

organizations of business could happen because of the low cost of membership. To rule out this 

alternative explanation it is important to demonstrate that participation in industry associations is in fact 

costly. The cost of membership, although varying by country and sector as well as between national and 

local associations, is far from trivial, especially for small and medium-size firms. As an example, in 2003 

membership fees in the Russian Chamber of Trade and Industry were 60,000 rubles, or about US$2,330, 

whereas annual fees in the Russian Union of Industrialists and Entrepreneurs were 150,000 rubles, or 

US$5,820 (Union of Industrialists and Entrepreneurs 2003).9 At the same time, the average annual wage 

in the Russian economy in 2003 was estimated at 65,982 rubles (Sokolin 2004). Thus, the annual cost of 

membership in a voluntary organization was equivalent to or greater than the cost of hiring an additional 

worker. Notice that in these examples the membership fee schedules do not discriminate between large 

and small enterprises, increasing the cost of participation as the enterprise size decreases. 

Other associations, however, have flexible fee schedules, tagging contributions to the enterprise 

size, assets, and profits. For instance, the compulsory-membership Croatian Chamber of Economy 

distinguishes between three categories of member enterprises. Depending on the number of employees 

and a firm’s assets and profits, monthly membership fees range from 55 Croatian kuna (US$10) to 5,500 

kuna (US$1,015). This amounts to 660 to 66,000 kuna annually.10 Compare this to the membership fees 

in the voluntary Croatian Employers’ Association, ranging from 150,000 to 500,000 kuna (roughly 

US$27,700 to US$92,340) annually, plus .05 percent of a firm’s profit (Croatian Employers’ Association 

2004). These numbers do not include membership fees in sectoral groups organized within these 

associations. Within the Croatian Employers’ Association these annual fees range from US$350 for 

membership in the textiles association to US$1,108 for membership in the financial sector association. To 

put these figures in perspective, in 2003 the average annual wage in Croatia was equal to 47,064 kuna. 

These examples suggest that the monetary costs of participation in associations, although 

generally not prohibitive, nevertheless cannot be regarded as negligible. Added to these are the 

nonmonetary costs of managerial time, paperwork, and other organizational activities associated with 

membership in one or several associations. Neither the enterprise managers nor the analyst of the 

collective-action dilemma can neglect such costs. Thus, costless membership should be ruled out as a 

possible explanation for the development of multiple organizations representing business.  

Membership Rates 

As the preceding discussion demonstrates, the existence of the compulsory-membership 

requirement does not prevent firms from seeking membership in alternative voluntary organizations. But 

how does the compulsory- versus voluntary-membership distinction influence the overall levels of 

participation in associations? A brief glance at the mean levels of membership across the compulsory- 

                                                
9 Dollar equivalents are calculated using the corresponding year’s exchange rates. Also, see www.rspp.ru.  
10 See Croatian Chamber of Economy, http://www.hgk.hr. 
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and voluntary-membership regimes should rule out any suspicion that compulsory membership translates 

into universal participation. Still, compulsory-membership arrangements result in significantly higher 

levels of participation. Table 3 presents average shares of firms reporting participation in business 

associations in compulsory- and voluntary-membership regimes, according to the 1999, 2002, and 2005 

Business Environment and Enterprise Performance Survey data. Group averages are based on two 

different classifications. The “current regime” category groups countries according to the legal 

arrangement in place at the time of the survey. The “initial institutional design” category reflects the 

original post-transition representation system, with Hungary, Slovakia, and Macedonia included in the 

compulsory membership and Moldova in the voluntary-membership groups.  

 

Table 3. Share of participatory firms in compulsory- and voluntary-membership systems  
 1999 2002 2005 
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Current regime 
Initial institutional design 

.43 

.39 
.19 
.19 

.66 

.62 
.38 
.37 

.60 

.61 
.36 
.34 

Source: World Bank and BEEPS 2000–2005. 
 

According to the table, the difference between participation levels in compulsory- and voluntary-

membership associations has been gradually diminishing over time. In the voluntary-membership 

category participation almost doubled from the 1999 to 2002 Business Environment and Enterprise 

Performance Survey (BEEPS), jumping from 19 percent to almost 40 percent.11 The share of 

participatory firms in compulsory-membership systems stabilized at about 60 percent in the mid-2000s. 

The 60–66 percent membership, however, is much lower than the universal membership that the 

compulsory-membership legislation prescribes. 

It should be taken into account that the compulsory category figures include participation in both 

voluntary and compulsory associations and do not discriminate between compulsory and voluntary 

membership. The recent growth in the number of and membership in voluntary groups throughout 

compulsory-membership countries, documented in this chapter, suggests that these membership figures, 

at least in part, capture membership in voluntary groups. In addition, although there is a positive 

correlation between membership levels and the compulsory-membership requirement, compulsory 

membership by itself does not explain within-country variation with respect to business organization 

(Duvanova 2013).  

                                                
11 The means are computed using base sample weights. Because of the unavailability of sampling frames for 

some participating countries, no adjustments were made for firm size and ownership. Although the survey was 
designed as self-weighted, imposing ownership and size quotas resulted in overrepresentation of larger and foreign-
owned companies in the smaller countries of the region. Taking into account the fact that firm size and foreign 
ownership positively correlate with associational membership, these figures somewhat inflate the extent of 
organizational participation in the compulsory-membership category. 
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BEYOND CORPORATISM 

Summing up, this paper has traced interesting patterns in the institutional development of 

business representation across post-communist cases. In the early 1990s governments in Eastern Europe 

and the former USSR created legislation on interest representation that varied dramatically across 

countries. Some countries chose voluntary forms of membership, whereas others chose compulsory-

membership models of business representation. Subsequently, however, these models have begun to 

converge. Some countries abandoned compulsory-membership models and others evolved toward 

greater pluralism and voluntarism. In explaining these developments, I argued that compulsory 

institutions have been ineffective in channeling the interests of the business community, giving rise to 

voluntary associations that compete with officially designated groups to provide business representation 

and member services. 

Voluntary business associations formed in all post-communist countries that initially endorsed 

the principles of compulsory membership. After the abandonment of compulsory chamber systems in 

four out of nine compulsory-membership regimes, and with respect to the growing number of 

independent voluntary groups in others, it became apparent that organizational pluralism and voluntarism 

are becoming the points of convergence. This finding runs contrary to the plethora of scholarly accounts 

of the growing dissimilarities between post-communist countries in the political, economic, and social 

spheres (Ericson 1992; Crawford 1995; Stark 1996; Holmes 1996; Stark and Bruszt 1998; King 2000; Fish 

2001). The analysis presented in this chapter suggests that business representation exemplifies one of the 

few areas of increasing institutional (since the early 1990s) convergence across post-communist countries. 

This finding is particularly surprising because of the post-communist adoption of drastically different 

institutional arrangements that seemed to mark the “branching point” in the area of business 

representation.  

Interestingly, one can detect parallels between developments in the post-communist corporatist-

style systems of interest representation and business representation in the developed capitalist world. 

Some scholars have argued that monopolization of interest representation by centralized peak 

associations no longer characterizes many long-term corporatist systems (Lash and Urry, 1987). Such a 

metamorphosis of democratic corporatism has led some scholars to the notion of ‘coordinated 

economies’ as a conceptual alternative to corporatism (Iversen and Pontusson, 2000; Soskice, 1990). The 

development of many elements of pluralism within the corporatist-style systems in Eastern Europe might 

be part of a more universal phenomenon. Additionally, observing the evolution of interest group 

organizations in the United States (US), Heinz et al (1997) pointed to the declining role of large umbrella 

groups representing economic interests that used to be the central lobbying actors in the US. Explaining 

such changes, the authors argued that “peak associations cannot always satisfy the policy preferences of 

their diverse constituencies” (Heinz et al, 1997: 375-76). Such an argument resonates with the post-
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communist experience showing that economic interests seek alternative channels of expression if a large 

encompassing group fails to respond to their specific demands. 

Perhaps the most far-reaching implication of this analysis concerns the issue of institutional 

development. The evolution of organizational forms of business representation in Eastern Europe calls 

into question theories emphasizing the creation of the ‘right’ institutions through deliberate political 

engineering. The erosion of business representation based on compulsory membership and centralized 

hierarchical organization reinforces the notion of local knowledge and experimentation as the driving 

forces behind social change (Stark, 1995). The recent experience of post-communist countries attempting 

to engineer institutions of business representation from above suggests that future attempts at structuring 

business representation across compulsory-membership, state-controlled lines is unlikely to undermine 

voluntary self-organization on the part of the business community. If anything, such attempts would 

create ineffective, and perhaps highly resented, institutional forms.    
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