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Abstract: 
This paper concerns the labour market differences among the 77 districts of the 
Czech Republic. There was a remarkable trend of increasing regional labour market 
differentiation in the 1990’s, however, the patterns of differentiation have stabilised 
since then. The first part of the paper aims to describe the regional differentiation in 
wages and unemployment on the descriptive method basis. The other part of the 
study attempts to explain the differences in wages by an econometric model. We 
focus on the effect of unemployment rate, representing an exogenous factor of the 
region itself. The model’s specification arises out of the general concept of wage 
differentiation and the concept of the wage curve. According to our analysis there 
were several factors of influence on the regional wage differentiation in 2001: 
educational structure of the population, employment structure of the regional 
economy, degree of economic concentration, and district rate of unemployment. 
The coefficient of the unemployment elasticity of wages equals –0.08, which can be 
considered as evidence of the existence of the wage curve in the districts of the 
Czech Republic. Moreover, the relationship is stronger in the low-unemployment 
districts. 
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1 . Intro d u ctio n 

R e ce nt de v e lo pm e nts o f th e  C ze ch  labo ur m arke t h av e  be e n rath e r fav o urable . 

Une m plo ym e nt h as fo llo w e d a de cre as ing  tre nd and th e  lo ng -te rm  une m plo ym e nt als o  

de cline d. N e v e rth e le s s , th is de v e lo pm e nt w as attributable  to  th e  fading  e co no m ic ups w ing  

m ainly. Structural and ins titutio nal pro ble m s o f th e  C ze ch  labo ur m arke t still re m ain a h o t 

is s ue , e s pe cially in co ntext o f re ce nt de bate s o n th e  e uro  ado ptio n. Be s ide s re lativ e ly h ig h  

lo ng -te rm  une m plo ym e nt w ith  a s ig nificant s tructural co m po ne nt and inappro priate  

ins titutio nal fram e w o rk, re g io nal dis paritie s and lo w  s patial flexibility o f th e  labo ur fo rce  can 

be  co ns ide re d a s ubs tantial pro ble m .  

Ov e rall re g io nal diffe re ntiatio n h as be e n dynam ically incre as ing  in th e  C ze ch  R e public 

alre ady s ince  th e  be g inning  o f th e  trans fo rm atio n pro ce s s .1 Th e  bas ic patte rn o f “ne w ” 

re g io nal diffe re ntiatio n w as re alize d alre ady by th e  e nd o f 1990s and re g io nal dis paritie s 

ro ug h ly s tabilis e d at th e  turn o f th e  m ille nnium  (Blaže k, C s ank, 2007). Th e  exis ting  re g io nal 

diffe re nce s te nd to  pre v ail in tim e  due  to  ine fficie nt functio ning  o f th e  m ig ratio n as an 

e quilibrating  m e ch anis m  (Če rm ák 2001, H am pl 2001).  

Th is article  atte m pts to  de s cribe  and explain th e  de v e lo pm e nts o f th e  re g io nal labo ur m arke t 

dis paritie s  s ince  th e  be g inning  o f th e  trans fo rm atio n pe rio d in 1990. Th e  av e rag e  re g io nal 

NUTS-4 le v e l data fo r 77 dis tricts o f th e  C ze ch  R e public in ye ars 1991-2007 w as e m plo ye d. 

Th e  s o urce  o f data w as pre do m inantly th e  C ze ch  Statis tical Office  (CZSO) and th e  M inis try o f 

                                                
1 H am pl (2001) co ns ide rs th e  ris e  o f re g io nal dis paritie s no t o nly a re s ult, but als o  a ne ce s s ary pre co nditio n o f 
th e  s o cio -e co no m ic trans fo rm atio n. 
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Labo ur and So cial Affairs (M LSA). Firs tly, w e  pre s e nt a de s criptiv e  analys is o f th e  re g io nal 

diffe re nce s in w ag e  le v e ls and une m plo ym e nt and e s tim ate  th e  m is m atch  be tw e e n th e  

dis tributio n o f une m plo ym e nt and v acancie s am o ng  th e  C ze ch  dis tricts , re fle cting  th e  

structural une m plo ym e nt.  

C o ns e que ntly, th e  s tudy o ffe rs an e co no m e tric analys is o f th e  re g io nal w ag e  diffe re ntiatio n 

in th e  C ze ch  R e public. Cro s s -s e ctio nal re g re s s io n analys is o f re g io nal data in 2001 w as 

co nducte d. Th e  w ag e  diffe re ntiatio n in th e  C ze ch  R e public h as be e n w e ll-de s cribe d o n th e  

indiv idual le v e l, acco unting  fo r indiv idual o r firm s ch aracte ris tics (s e e  fo r ins tance  Fle k and 

Ve č e rník, 1998; Ve č e rník, 2001; G o ttv ald, 2002). H e nce , w e  fo cus o n th e  im po rtance  o f 

diffe re nce s in th e  re g io nal une m plo ym e nt rate s in de te rm ining  th e  av e rag e  w ag e  le v e ls o f 

re g io ns in co ntext o f th e  w ag e  curv e  co nce pt, as it w as o rig inally fo rm ulate d by Blanch flo w e r 

and Os w ald (1994). In th is fram e w o rk, re g io nal une m plo ym e nt rate  re pre s e nts a s pe cific 

facto r o f re g io n, re fle cting  fo r th e  particular ch aracte ris tics o f re g io ns th at m ig h t to  a ce rtain 

exte nt affe ct th e  w ag e  le v e l. 

Th e  pape r is o rg anize d as fo llo w s : Th e  next s e ctio n pro v ide s an o v e rv ie w  o f th e  de v e lo pm e nt 

o f th e  re g io nal dis paritie s in av e rag e  w ag e  le v e ls , une m plo ym e nt and v acancie s in th e  C R  

and puts it into  a bro ade r e co no m ic and s o cial co ntext. Se ctio n 3 dis cus s e s th e  de te rm inants 

o f th e  re g io nal w ag e  diffe re ntiatio n and th e  w ag e  curv e  co nce pt and pre s e nts a fram e w o rk 

fo r furth e r e m pirical m o de l. Se ctio n 4 th e n g iv e s th e  analys is o f th e  re g io nal w ag e  

diffe re ntiatio n, de picts th e  m e th o do lo g y, data and re s ults o f th e  m o de l. Th e  aim  is to  re v e al 

w h e th e r th e re  exis ts a w ag e  curv e  in th e  C ze ch  dis tricts . Th e  m ain re s ults and dis cus s io n are  

sum m arize d in Se ctio n 5.  

 

2 . D e ve lo pm e nt o f the  re gio nal labo u r m arke t d isparitie s in the  C R   

2.1. Average Wages in the Districts 

Av e rag e  no m inal w ag e  in th e  C ze ch  R e public re co rde d quite  a s traig h tfo rw ard de v e lo pm e nt 

– it h as be e n incre as ing  s ince  th e  e arly 1990s and th e  pace  o f g ro w th  h as n’t ch ang e d m uch .2 

Th e  s ituatio n is de picte d in Fig ure  1 and Table  1. C le arly, th e  g ro w th  o f th e  to tal re public 

                                                
2 It is im po s s ible  to  exam ine  re g io nal re al w ag e s , as price  indice s are  no t m o nito re d o n th e re g io nal le v e l. 
Th e re fo re , w e us e  data o n no m inal w ag e s o nly. Th e  data fo r 77 dis tricts o f th e  C R  (N UTS-4 le v e l) is av ailable  
until 2005 o nly. Since 2006, NUTS-3 le v e l data (14 te rrito rie s ) re pre s e nts th e  lo w e s t le v e l o f dis ag g re g atio n. 
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av e rag e  w as s h arpe r th an th e  g ro w th  o f th e  dis tricts av e rag e  (g re e n and ye llo w  line  in th e  

fig ure , re s pe ctiv e ly), as th e  ye llo w  line  is flatte r. Th e  diffe re nce  be tw e e n th e  av e rag e  w ag e  in 

th e  C R  and th e  dis trict av e rag e  w ag e  is m o s tly g iv e n by a v e ry h ig h  w ag e  le v e l in big g e r 

urban dis tricts , m o s tly Prag ue , co ntinuo us ly m o v ing  aw ay fro m  th e  o th e r dis tricts . Th e  

g ro w ing  diffe re nce  be tw e e n th e  dis trict and re public av e rag e s po ints to  th e  de e pe ning  o f 

th e  re g io nal dis paritie s . 

Inde e d, th e  s m o o th , alm o s t line ar g ro w th  o f th e  av e rag e  w ag e  in exam ine d pe rio d w as 

acco m panie d by a s h arp incre as e  o f th e  re g io nal w ag e  dis paritie s . C o e fficie nt o f v ariatio n 

alm o s t do uble d during  1990s and pe ake d in 2000. Th e re  w as a s o ft de cline  afte rw ards , and 

th e  dis trict w ag e  v ariability s tabilize d aro und 9-10%  s ince  2001 acco rding  to  th e  NUTS-4 le v e l 

data s e rie s e nding  in 2005 (re d line  in Fig ure  1). G e ne rally, m o re  ag g re g ate d NUTS-3 le v e l 

data exh ibits a h ig h e r de g re e  o f v ariability, but th e  tre nds are  s im ilar. As indicate  th e  NUTS-3 

le v e l data s e rie s (o rang e  line ), re g io nal v ariability m e as ure d by th e  v ariatio n co e fficie nt 

de cre as e d m o de rate ly in 2006 and 2007.  

The growing differentiation is also indicated by the data on variation ratio that experienced a 

substantial growth trend until 2000 and a slight fall thereafter. On the other hand, decile ratio 

did not change much in the whole period considered, which means that the main movements 

took place on the extreme positions, mostly in maximum value represented by Prague. The 

span in the values increases and the distribution of average wages becomes flatter. The 

median value was lower than average in the whole period, thus more than 50% of the districts 

lies below the average. Moreover, this difference increases in time, which also points to the 

growing disparities. However, the regional differences in wages in the Czech Republic still 

can not be considered large, compared to the other labour market indicators, as we will show 

below.
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Average wage in the CR and its regional variation, 1991-2007 
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S o u rce: C zech S ta tis tica l O ffice, o w n ca lcu la tio ns  

Table  1 . Variability o f ave rage  re gio nal w age s 

 1991 1992 1993 1995 1997 1999 2000 2001 2003 2005 

Av e rag e  3 668 4 374 5 551 7 661 9 954 11 625 12 360 13 082 14 905 16 648 

C o e fficie nt o f v ariatio n 0.066 0.079 0.080 0.086 0.088 0.102 0.103 0.100 0.094 0.098 

Variatio n ratio  1.358 1.398 1.477 1.538 1.593 1.736 1.792 1.675 1.624 1.641 

D e cile  ratio  1.159 1.209 1.209 1.211 1.217 1.196 1.222 1.248 1.244 1.235 

M e dian 3 621 4 274 5 439 7 462 9 669 11 326 12 076 12 874 14 509 16 057 

Av e rag e /m edian 1.013 1.023 1.021 1.027 1.029 1.026 1.024 1.016 1.027 1.037 

S o u rce: C zech S ta tis tica l O ffice, o w n ca lcu la tio ns  

At th e  be g inning  o f th e  trans fo rm atio n pe rio d, th e  h ig h e s t av e rag e  w ag e s w e re  

co nce ntrate d into  h e av y indus trial re g io ns in th e  no rth e rn part o f th e  re public. As w e  

alre ady s h o w e d o n th e  ag g re g ate  le v e l, th e  m ajo r ch ang e s in th e  patte rn o f re g io nal w ag e  

diffe re nce s to o k place  alre ady in e arly 1990s. Fig ure  2 o utline s th e  particular m o v e m e nts in 

re lativ e  indiv idual dis trict po s itio ns in 1990s. Each  do t re pre s e nts th e  re lativ e  w ag e  po s itio n 

o f th e  particular dis trict and is calculate d as a s h are  o f th e  av e rag e  w ag e  in th e  dis trict o n 

th e  o v e rall av e rag e  acro s s all th e  77 dis tricts . A v alue  h ig h e r th an o ne  m e ans th at th e  

re g io nal w ag e  le v e l lie s abo v e  th e  o v e rall av e rag e  in a g iv e n ye ar and v ice  v e rs a. Th e  re g io ns 

w h ich  expe rie nce d a re lativ e  im pro v e m e nt o f th e ir w ag e  po s itio n lie  abo v e  th e  diag o nal (re d 

line ), w h ile  th e  dis tricts w h ich  w o rs e ne d th e ir re lativ e  po s itio n be tw e e n exam ine d ye ars are 

to  be  fo und be lo w  th e  diag o nal. By a g raph ical analys is w e  can dis ting uis h  tw o  particular 

pe rio ds , w h e n th e  patte rns o f re g io nal w ag e  diffe re ntiatio n w e re  fo rm e d: 1991-1994 and 

1994-2001 (Fig ure  2, pane l (a) and (b), re s pe ctiv e ly); th e s e  pe rio ds co rre s po nd w ith  th e  

de v e lo pm e nt o f th e  co e fficie nt o f v ariatio n. 
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Figu re  1 . C hange s in re lative  ind ivid u al d istrict po sitio ns, 1 991 -1 994 (a) and  1 994-
2 001  (b) 

  (a)        (b) 

  

S o u rce: C zech S ta tis tica l O ffice, o w n ca lcu la tio ns  

C le arly, th e  ch ang e s th at to o k place  until 1994 m e ant m ainly a w ide ning  o f th e  o v e rall 

diffe re nce s and be g inning  o f th e  m o v e m e nt o f Prag ue  and M ladá Bo le s lav  (tw o  m arke d 

dis tricts in pane l (a)) aw ay fro m  th e  o th e r dis tricts . G e ne rally, s o m e  dis tricts im pro v e d and 

s o m e  w o rs e ne d th e ir po s itio n and th e  re lativ e  m ag nitude o f m o v e m e nts in av e rag e  

cance lle d o ut, as th e  re g re s s io n line  (black) o v e rlaps th e  diag o nal. Th e  m o v e m e nts in re lativ e  

w ag e  po s itio ns th at to o k place be tw e e n 1994 and 2001 co uld be m arke d as a v e ry w e ak 

co nv e rg e nce  as th e  s lo pe  o f th e  re g re s s io n line  de cre as e d be lo w  o ne . Th e  m o v e m e nts o n 

th e  h ig h e s t po s itio ns o f th e  w ag e  s cale  re pre s e nt an exce ptio n th at bias e s th e  re s ults . Th e 

tw o  m arke d dis tricts o n pane l (b) (ag ain re pre s e nt Prag ue  and M ladá Bo le s lav ) co ntinue d in 

incre as ing  th e ir dis tance  fro m  th e  o th e r re g io ns .  

Th e re  w e re  no  m ajo r s h ifts in re lativ e  w ag e  po s itio ns o f dis tricts s ince  2001, th e  patte rns o f 

re g io nal diffe re ntiatio n s tabilis e d. Th e  data fo r ye ars 2001 and 2005 plo tte d in Fig ure  3 

s h o w s th at th e  do ts ro ug h ly o v e rlap w ith  th e  diag o nal. Th e  o v e r-av e rag e  w ag e  g ro w th  in 

Prag ue  co ntinue d, as it w as incre as ing  its dis tance  fro m  th e  o th e r dis tricts . Th e  rapid w ag e  

g ro w th  in M ladá Bo le s lav  de ce le rate d in th is pe rio d. N e v e rth e le s s , th e  tw o  dis tricts g o t to  

th e  to p o f th e  re g io nal w ag e  ch art: th e  av e rag e  annual w ag e  g ro w th  be tw e e n 1991 and 2005 

w as 2 pe rce ntag e  po ints h ig h e r th an in all o th e r re g io ns .  
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Figu re  2 . C hange s in re lative  ind ivid u al d istrict po sitio ns, 2 001 -2 005 
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S o u rce: C zech S ta tis tica l O ffice, o w n ca lcu la tio ns  

R e ce ntly, h ig h e r re g io nal w ag e s are  co nne cte d w ith  big  citie s influe ntial in a larg e r re g io n, o r 

pro fiting  fro m  a fav o urable  g e o g raph ical lo catio n (m o s tly in s e ns e  o f clo s e  pro xim ity o r g o o d 

infras tructural co nne ctio n to  Prag ue ), w ith  a co nce ntratio n o f te rtiary s e cto r activ itie s . On 

th e  o th e r h and, de clining  dis tricts are  typically rath e r rural, suffe r unfav o urable  e co no m ic 

structure , g e o g raph ical lo catio n, and unde rde v e lo pe d trans po rt infras tructure . G e ne rally, 

Bo h e m ian re g io ns exh ibit h ig h e r w ag e  le v e l th an th e  M o rav ian (w ith  an exce ptio n o f big  

citie s and dis tricts in no rth e rn M o rav ia, w h ich  m aintain s till re lativ e ly h ig h  w ag e s ).3 

2.2. Regional Unemployment 

Th e  de v e lo pm e nt o f th e  re g io nal une m plo ym e nt w as no t as straig h tfo rw ard as it w as in cas e  

o f w ag e s . Th e  analys is o f th e  tim e  tre nd is als o  co m plicate d by th e  ch ang e  o f th e  

m e th o do lo g y o f re po rting  th e  une m plo ym e nt by th e  M LSA in July 2004, w h ich  practically 

m e ant a de cre as e  o f th e  fig ure s by 1 pe rce ntag e  po int in an av e rag e  (us ually larg e r de cre as e  

fo r h ig h e r rate s o f une m plo ym e nt). C o m parability o f th e  data is th us partly lim ite d. 

Fig ure  4 de picts th e  s ituatio n in th e  exam ine d pe rio d. Une m plo ym e nt w as v e ry lo w  in th e  

firs t h alf o f 1990s and w e nt up rapidly fro m  1997. Th e  av e rag e  dis trict rate  o f une m plo ym e nt 

sto o d o nly at 3.3%  in 1991-1996 and it rapidly incre as e d in 1997-2004 to  8.4% , i.e . m o re 

th an tw o fo ld le v e l. Th e  pe ak w as attaine d in 2004 w h e n th e  av e rag e  dis trict une m plo ym e nt 

rate  exce e de d 10%  and th e re  w as re g is te re d a s ubs tantial de cline  th e re afte r to  le s s th an 7%  

                                                
3 Th e urbanis e d dis tricts o f no rth e rn M o rav ia and Bo h e m ia s till s us tain a rath e r h ig h  w ag e  le v e l as h e ritag e  o f 
th e  pre v io us re g im e . D uring  co m m unis t e ra, h e av y indus try w as larg e ly co nce ntrate d h e re  and e m plo ye e s w e re 
paid h ig h e r w ag e s . Th e  w ag e  le v e l s till s tayed v e ry h ig h , de s pite th e  re s tructuring  pro ce s s e s th at s tarted in 
1990s . 
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in 2007. Th e  diffe re nce  be tw e e n th e  o v e rall av e rag e  o f th e  w h o le  re public and th e  dis trict 

av e rag e  is ag ain g iv e n by th e  lo w  une m plo ym e nt in th e  larg e s t urban dis tricts (Prag ue ), 

alth o ug h  th e  dis cre pancy is no t as larg e  as in cas e  o f w ag e s .  

 

Figu re  3 . U ne m plo ym e nt in the  C R  and  variatio n am o ng d istricts, 1 990-2 008 
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S o u rce: C zech S ta tis tica l O ffice, M inis try o f La bo u r a nd S o cia l A ffa irs , o w n ca lcu la tio ns  

D e s pite  th e  lo w  une m plo ym e nt o f th e  be g inning  o f 1990s , th e re  w as alre ady pre s e nt a 

subs tantial de g re e  o f th e  re g io nal diffe re ntiatio n. Th e  de v e lo pm e nt o f th e  av e rag e  rate  o f 

une m plo ym e nt and its co e fficie nt o f re g io nal v ariatio n h as ro ug h ly fo llo w e d th e  m irro r 

re fle ctio n path . Th us , co e fficie nt o f v ariatio n re ach e d th e  h ig h e s t le v e ls in 1990s , g radually 

de cre as ing  w ith  th e  incre as ing  av e rag e  rate  o f une m plo ym e nt th e re afte r. Th e  re g io nal 

v ariatio n s tabilis e d aro und 0.4-0.5 s ince  ye ar 2000.4  

Th e  m o s t s ig nificant ch ang e s in th e  patte rn o f re g io nal diffe re ntiatio n in th is are a ag ain to o k 

place  alre ady in th e  be g inning  o f 1990s , and th e  re g io nal dis paritie s h av e  s tabilis e d s ince  

1998. H o w e v e r, th is s tabilis atio n re pre s e nts a rath e r h ig h  de g re e  o f re g io nal diffe re ntiatio n, 

                                                
4 W e m ig h t s pe culate abo ut th e e ffe ct o f th e  o v e rall e co no m ic g ro w th  o n th e  v ariability o f re g io nal 
une m plo ym e nt. H o w e v e r, th e  patte rn o f th is po te ntial re latio n w as no t v e ry cle ar in th e  C ze ch  R e public s o  far. 
C o rre latio n be tw e e n th e re g io nal v ariatio n and e co no m ic g ro w th  is ins ig nificant, am o unts to  -0.16 o nly and 
do e s n’t incre as e  m uch  e v e n w h e n acco unting  fo r th e  lag g e d v alue s . Th is re s ult m ig h t be  co nne cte d to  th e 
trans itio nal pro ce s s e s re lated to  th e trans fo rm atio n and co nv e rg e nce  o f th e  e co no m y. 
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bo th  co m pare d to  o th e r labo ur m arke t indicato rs 5 and in an inte rnatio nal co m paris o n. 

Acco rding  to  th e  Euro s tat, dis pe rs io n o f re g io nal une m plo ym e nt rate s o n NUTS-3 le v e l w as 

49.6%  in th e  C ze ch  R e public in 2007, w h ile  it w as s ig nificantly le s s in all th e  o th e r co untrie s 

w ith  data av ailable  (Slo v akia 43.4% , H ung ary 35.8% , and Po land 23.6% ). 

Th e  m o v e m e nts in th e  patte rn o f g e o g raph ical dis pe rs io n o f une m plo ym e nt w e re  influe nce d 

by s e v e ral facto rs . Th e m o s t im po rtant w as th e  initial po s itio n o f a dis trict (s pe cific 

co nditio ns o f th e  re g io n, e co no m ic and structural ch aracte ris tics) and als o  th e  le v e l o f 

re s tructuring  and trans fo rm atio n o f th e  e co no m y. In th e  initial pe rio d, h ig h  le v e ls o f 

une m plo ym e nt w e re  co nce ntrate d in rural dis tricts w ith  lo w  po pulatio n de ns ity and 

urbanis atio n, s pe cialize d in ag riculture  (s o uth  Bo h e m ia and M o rav ia and rural dis tricts o f 

M o rav ia).  

G radually th e  patte rn h as ch ang e d and in th e  final ph as e  o f th e  de v e lo pm e nt, th e re  can be  

ide ntifie d tw o  bro ad re g io ns s uffe ring  fro m  a re lativ e ly h ig h  une m plo ym e nt – no rth e rn 

Bo h e m ia and no rth e rn M o rav ia (no w  urban dis tricts as w e ll). Th e s e  re g io ns are  spe cific by 

th e ir s pe cialis atio n in h e av y industry, s e rio us ly h it by th e  re s tructuring . Th e  dis tinctiv e  

attribute s co nne cte d w ith  h ig h e r une m plo ym e nt furth e r re pre s e nt de ficie nt infras tructure  

and lo w e r le v e l o f urbanis atio n: s o m e  rural ag ricultural re g io ns als o  exh ibit a h ig h e r 

une m plo ym e nt (s o uth e rn M o rav ia m ainly). Ag ain, th e  lo catio n o f a dis trict w ith  re s pe ct to  

th e  e co no m ical ce ntre  o f th e  re public plays th e  ke y ro le  h e re .  

On th e  o th e r h and, th e re  are  dis tricts th at h av e  re co rde d pe rs is te ntly lo w  une m plo ym e nt 

rate s . Th e  lo w e s t le v e ls are  co nce ntrate d exclus iv e ly in Bo h e m ia and co nce rn Prag ue , M ladá 

Bo le s lav  and s o m e  re g io ns in th e ir s urro unding s . Furth e rm o re , s o m e  dis tricts in s o uth e rn 

and w e s te rn Bo h e m ia and s o uth e rn M o rav ia clo s e  to  th e  G e rm an and Aus trian bo rde rs 

exh ibit v e ry lo w  une m plo ym e nt, po inting  to  an im po rtant ro le  o f co m m uting  to  th e  

de v e lo pe d ne ig h bo uring  co untrie s . 

 

 

                                                
5 R e g io nal dis paritie s in th e e co no m ic activ ity, re pre s e nting  th e  labo ur s upply, are  als o  v e ry lo w  in th e C ze ch  
R e public, as w as in cas e  o f w ag e s . Th e re g io nal v ariatio n co e fficie nt o f e co no m ic activ ity h as s tabilis e d aro und 
5-6%  alre ady s ince  1994. Als o , th e re can be  fo und a s ig nificant ne g ativ e  co rre latio n be tw e e n th e  le v e l o f 
e co no m ic activ ity and une m plo ym e nt in re g io ns in 2007, indicating  a po te ntial pre s e nce  o f a de -m o tiv ating  
e ffe ct o f h ig h  une m plo ym e nt o n labo ur m arke t participatio n. 
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2.3. Vacancies and the regional mismatch 

As fo llo w s fro m  w h at h as alre ady be e n w ritte n, a s ig nificant part o f th e  une m plo ym e nt in 

th e  C ze ch  dis tricts co m pris e s th e  s tructural co m po ne nt. Th is is co nfirm e d by th e  fig ure s o n 

re g io nal v acancie s . Exam ining  th e  data, th e re  is a cle ar m is m atch  be tw e e n th e  pre s e nce  o f 

une m plo ym e nt and supply o f v acancie s . Th e re  is e v ide nt a pe rs is te nt tre nd o f lo w e r supply 

o f v acancie s in th e  h ig h -une m plo ym e nt re g io ns co m pare d to  th e  lo w -une m plo ym e nt 

re g io ns . In 20 dis tricts suffe ring  fro m  th e  h ig h e s t une m plo ym e nt be tw e e n 2004-2007, th e  

v acancy rate  te nds to  be  o nly o n th e  h alf o f th e  le v e l pre v ailing  in 20 dis tricts w ith  th e  lo w e s t 

une m plo ym e nt (0.95%  and 1.97%  w e re  th e  re s pe ctiv e  av e rag e  v acancy rate s in 2004-2007). 

Th e  v acancy rate  exh ibits a s im ilar le v e l o f v ariability as th e  une m plo ym e nt rate  – co e fficie nt 

o f v ariatio n fluctuate d aro und 0.4-0.5 and its de v e lo pm e nt w as m irro rlike  in th e  exam ine d 

pe rio d. Fig ure  5 de s cribe s th e  s ituatio n in th is re s pe ct. 

Th e  dis parity be tw e e n une m plo ym e nt and supply o f v acancie s practically m e ans th at th e re  

are  m o re  une m plo ye d pe o ple  falling  o n o ne  v acancy in th e  de pre s s e d re g io ns (UV ratio ). Th e  

UV ratio  in 20 w o rs t-pe rfo rm ing  re g io ns co nce rning  th e  une m plo ym e nt rate  am o unte d to  

20.4 in th e  av e rag e  in 2004-2007, w h ile  it w as 4.2 in th e  be s t une m plo ym e nt-pe rfo rm ing  

re g io ns o nly, th e  diffe re nce  th us be ing  fiv e fo ld. Th e  UV ratio  exh ibits a v e ry stro ng  v ariability 

am o ng  dis tricts , co e fficie nt o f v ariatio n fluctuate d be tw e e n 0.8-1.3 in th e  exam ine d pe rio d 

(Fig ure  5).   

Figu re  4. Vacancy rate  and  U V  ratio  in the  d istricts o f the  C R , 1 991  - 2 007
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Th e  structural m is m atch  be tw e e n th e  dis tributio n o f v acancie s and une m plo ym e nt am o ng  

dis tricts can be  e v aluate d by th e  m is m atch  index6 (s e e  Jackm an, R o pe r 1987). Th is index 

re pre s e nts th e  num be r o f une m plo ye d as a s h are  o f to tal labo ur fo rce  (in % ), w h ich  is 

s ituate d in a “w ro ng ” re g io n, w ith  a lim ite d supply o f v acancie s . By m o v ing  th e s e  

une m plo ye d into  a “g o o d” re g io n w e  w o uld attain a s tructural balance , re s ulting  in a s im ilar 

UV ratio  in all th e  re g io ns . As Table  2 s h o w s , th e  m is m atch  index exh ibite d an incre as ing  

tre nd in th e  exam ine d pe rio d, pe aking  be tw e e n 2000 and 2004, w h e n it alm o s t do uble d 

co m pare d to  th e  e arly 1990s , and s lig h tly de cline d th e re afte r.  

 

Table  2 . Mism atch ind e x in the  d istricts o f the  C R , 1 991  - 2 007 

 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 

M is m atch  index (% ) 0.99 0.85 1.08 1.04 0.93 1.03 1.24 1.48 1.75 1.91 1.88 1.94 1.95 1.98 1.76 1.68 1.50 

S o u rce: C zech S ta tis tica l O ffice, M inis try o f La bo u r a nd S o cia l A ffa irs , o w n ca lcu la tio ns  
N o te: D a ta  co ncern D ecem ber 31 s t o f the given yea r.  

 

3 . R e gio nal w age  d isparitie s and  u ne m plo ym e nt in the  e co no m ic re se arch 

Th e re  are m any facto rs influe ncing  th e  re g io nal labo ur m arke t diffe re ntiatio n. G e ne rally, th e  

patte rns o f re g io nal dis paritie s m ig h t to  s o m e  exte nt fo llo w  th e  o v e rall e co no m ic 

de v e lo pm e nt o f th e  w h o le  co untry, alth o ug h  th e  re latio ns h ip is no t s traig h tfo rw ard. H ůlka 

(2007) indicate s th at re g io nal dis paritie s te nd to  ris e  during  th e  o ns e t o f e co no m ic expans io n 

and th e  div e rg e nce  de ce le rate s w ith  th e  running  expans io n. H o w e v e r, no  cle ar re s ult w as 

pro v e d during  th e  re ce s s io n. Furth e rm o re , th e re  are  m any re g io n-s pe cific facto rs affe cting  

th e  diffe re ntiatio n. 

                                                
6 Index is calculated acco rding  to  th e fo llo w ing  fo rm ula: 

∑
=

−−−
77

1

)()(
2

1

i
iii vuvus   

w h e re  si is  a s h are  o f th e  labo ur fo rce  in th e  g iv e n re g io n, ui re pre s e nts th e  une m plo ym e nt rate in th e dis trict, u 
is th e  o v e rall une m plo ym e nt in th e C R , vi is th e  v acancy rate  in particular dis trict and v is th e  to tal v acancy rate  
in th e  C R . C e rtain adv antag e  o f th e  index is th at it is adjus te d fo r th e  influe nce s o f th e  bus ine s s cycle  and 
do e s n’t ch ang e  w ith  th e  v ariatio n in th e  to tal une m plo ym e nt o r s upply o f v acancie s . Th is allo w s fo r s tructural 
im balance s co m paris o ns be tw e e n th e  pe rio ds w ith  diffe re nt le v e l o f une m plo ym e nt (s e e  Jackm an, R o pe r 
1987). 
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In th is s tudy, w e  fo cus o n explanatio n o f th e  w ag e  diffe re ntiatio n o nly and try to  re v e al th e  

inte rre latio n be tw e e n th e  re g io nal w ag e  le v e l and une m plo ym e nt.7 Th e re  are  s e v e ral type s 

o f facto rs de te rm ining  th e  particular w ag e  le v e l in a re g io n. W e  dis ting uis h  th e  fo llo w ing  

th re e  g ro ups o f de te rm inants: indiv idual facto rs (de m o g raph ic, s o cial and e co no m ic 

ch aracte ris tics o f th e  re g io nal po pulatio n), ch aracte ris tics o f th e  re g io nal bus ine s s e s and 

e co no m y (s e cto r s tructure , pro ductiv ity, le v e l o f co nce ntratio n, o w ne rs h ip and s ize  o f 

bus ine s s e s , co lle ctiv e  barg aining  o v e r w ag e s ), and s pe cific re g io nal facto rs .  

On th e  indiv idual le v e l, pe rs o nal ch aracte ris tics o f th e  inh abitants and e co no m ic structure  o f 

bus ine s s e s in th e  re g io n w h e re  pe o ple  w o rk play th e  ke y ro le .8 Acco rding  to  th e  co nce pts o f 

w ag e  diffe re ntiatio n bas e d o n th e  h um an capital th e o ry (co m ing  o ut m o s tly fro m  M ince r, 

1970), ag e , g e nde r, e ducatio nal le v e l, and expe rie nce  o f th e  e m plo ye d pe o ple  in th e  re g io n 

influe nce  th e  w ag e  le v e l. M o re o v e r, ch aracte ris tics o f th e  indiv idual bus ine s s e s s uch  as  

s e cto r clas s ificatio n, o w ne rs h ip and s ize  can als o  affe ct th e  w ag e  in th e  re g io n (o n th e  

ag g re g ate  re g io nal le v e l, m o s tly s tructural ch aracte ris tics o f th e  e co no m y s uch  as s e cto r 

structure , le v e l o f s pe cializatio n and co nce ntratio n are  co nce rne d). H o w e v e r, in th is pape r 

w e  are  no t co nce rne d w ith  th e  indiv idual w ag e s ’ de te rm inatio n. W e  fo cus o n th e  

de te rm inants o f th e  w ag e  diffe re ntiatio n o n th e  re g io nal le v e l and, in th is s e ns e , o n th e  

e ffe ct o f th e  re g io nal facto rs m ainly. 

Spe cific re g io nal facto rs acco unt fo r a s ig nificant part o f th e  v ariability in w ag e s am o ng  

dis tricts .9 Th e  th e o ry o f th e  w ag e  curv e  (Blanch flo w e r, Os w ald, 1994) fo cus e s o n th e  re g io nal 

de te rm inants affe cting  w ag e s . Th e s e  de te rm inants co m pris e  th e  s pe cific co nditio ns o f e ach  
                                                
7 Fo r m o re de tails o n th e de te rm inants o f re g io nal diffe re ntiatio n o f une m plo ym e nt in th e  C ze ch  R e public s e e  
fo r ins tance  Fialo v á (2007). 
8 Fo r th e s ake o f s im plicity w e as s um e  th at re g io nal labo ur m arke ts m o s tly co rre s po nd w ith  th e  bo rde rs o f 
adm inis trativ e  dis tricts . 
9 In s e ns e  o f s pe cific re g io nal de te rm inants affe cting  th e  w ag e  le v e l, fo re ig n dire ct inv e s tm e nt (FD I) inflo w  to  
th e  re g io n m ig h t be co ns ide re d an im po rtant po s itiv e  facto r. Acco rding  to  th e  CZSO data (CZSO, 2007), fo re ig n 
and inte rnatio nally o w ned co m panie s pay s ig nificantly h ig h e r w ag e s th an th e do m e s tic co m panie s . M o re o v e r, 
th e re  m ig h t als o  exis t po s itiv e  s pillo v e rs , pro m o ting  th e  e co no m ic pe rfo rm ance  o f o th e r bus ine s s e s in th e  
re g io n and influe ncing  th e  w ag e s in o th e r co m panie s , to o . Acco rding  to  th e  C ze ch  N atio nal Bank’s data o n 
re g io nal FD I, h ig h e s t inflo w s w e re co nce ntrated to  Prag ue  (am o unted fo r 53%  o f to tal s to ck o f FD I in th e  C R  in 
2006), fo llo w e d by s urro unding  C e ntral Bo h e m ian re g io n (11%  o f to tal FD I s to ck in 2006). Th e  s ituatio n o f th e  
re m aining  re g io ns  is v e ry diffe re nt and inco m parable  to  th e ce ntral Bo h e m ia. In av e rag e , th e s h are  o f o th e r 
NUTS-3 re g io ns is 3% . W ith  a fe w  exce ptio ns th e  re g io ns w ith  h ig h e r FD I s to ck typically exh ibit h ig h e r w ag e  
le v e l. C o rre latio n be tw e e n FD I s to ck and w ag e le v e l in th e dis tricts (N UTS-4 le v e l) is po s itiv e  and s ig nificant, 
equals to  0.3. H o w e v e r, th e  de te rm inants o f FD I are  v e ry co m plex and th e inflo w  als o  h ig h ly re fle cts th e  
s pe cific re g io nal co nditio ns (FD I is m o s tly attracted into  urbanize d are as w ith  de v e lo pe d infras tructure , 
fav o urable  lo catio n, e ducate d labo ur fo rce  e tc.). Th us , th is m ig h t be  co ns ide re d ano th e r o v e rall expre s s io n o f 
re g io nal facto rs (be s ide s une m plo ym e nt) th at influe nce  w ag e s in re g io ns .  
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s ing le  dis trict (exo g e no us facto rs such  as lo catio n, urbanis atio n, infras tructure , co nditio ns 

fo r co m m uting , attractio n fo r to uris m  e tc.) and th e ir expre s s io n is re pre s e nte d by th e  

re g io nal une m plo ym e nt rate .10 Th is  e m pirical re latio ns h ip runs fro m  re g io nal une m plo ym e nt 

to  w ag e s : h ig h e r une m plo ym e nt in a dis trict influe nce s its w ag e  le v e l ne g ativ e ly. Th e 

re latio ns h ip is bas ically e m pirical: th e  auth o rs s pe ak o f it as a s tatis tical re g ularity o r 

e m pirical “law ” o f e co no m ics. Th e  auth o rs s pe cify th e  expre s s io n o f th e ir m o de l as fo llo w s : 

 ln W irt =  α  ln Urt + β  Xirt + dr + ft + eirt,  (1) 

w h e re  W irt re pre s e nts th e  w ag e  o f i-th  indiv idual in re g io n r and tim e  pe rio d t, Urt s tands fo r 

th e  rate  o f une m plo ym e nt in re g io n r and tim e  pe rio d t, Xirt as s e rts th e  v e cto r o f i-th  

indiv iduals ch aracte ris tics (g e nde r, ag e , e ducatio n e tc.), dr and ft re pre s e nt re g io n- and tim e -

s pe cific dum m ie s and eirt are  no rm ally dis tribute d re s iduals . 

Bas e d o n th e  re s ults o f e co no m e tric analys e s o f th e  indiv idual data fro m  fifte e n de v e lo pe d 

co untrie s th e  auth o rs as s e s s th e  co e fficie nt o f th e  une m plo ym e nt e las ticity o f w ag e s 

(re pre s e nting  th e  curv ature  o f th e  w ag e  curv e ) e qual to  -0.1. Th e  auth o rs als o  po int to  a 

po s s ibility o f ag g re g atio n o f th e  indiv iduals w ith in e ach  re g io n and analys is o f th e  ag g re g ate d 

data ins te ad o f th e  o rig inally us e d indiv idual-le v e l data (s e e  C ard, 1995). Acco rding  to  th e  

auth o rs , s uch  s pe cificatio n o f th e  w ag e  curv e  e quatio n s h o uld pro v ide  us w ith  th e  s am e  

co e fficie nt e s tim atio ns ; th e  o nly diffe re nce  m ig h t be  fo und in th e  s am ple  e rro rs. W e  fo llo w  

up th is appro ach  in th e  next s e ctio n. 

Th e  e m pirical re latio ns h ip re pre s e nte d by th e  w ag e  curv e  is in co ntras t w ith  th e  traditio nal 

labo ur m arke t th e o rie s bas e d o n th e  as s um ptio n o f pe rfe ctly co m pe titiv e  m arke ts and als o  

w ith  th e  th e o ry o f co m pe ns ating  w ag e  diffe re ntials , as th e s e  co nce pts pre dict a po s itiv e  

re latio ns h ip be tw e e n une m plo ym e nt and w ag e s . On th e  o th e r h and, th e  exis te nce  o f th e  

w ag e  curv e  m ig h t be  th e o re tically bas e d o n th e  co nce pts co m ing  o ut fro m  th e  as s um ptio ns 

o f im pe rfe ct co m pe titio n. In th e  fram e w o rk o f trade unio ns ’ barg aining  o v e r w ag e s , w e  can 

ide ntify th e  e ffe ct o f h ig h e r une m plo ym e nt o n de cre as ing  barg aining  po w e r o f e m plo ye e s 

re s ulting  in lo w e r o v e rall w ag e  le v e l (de pe nding  o n th e  s co pe  o f co lle ctiv e  barg aining  

co v e rag e ). An adv e rs e  e ffe ct o f h ig h e r une m plo ym e nt o n lo w e ring  th e  w ag e  le v e l m ig h t be  

th e o re tically als o  bas e d in th e  e fficie ncy w ag e s fram e w o rk (Sh apiro , Stig litz, 1984). As th e  

                                                
10 H ube r and W örg ötte r (1999) be lie v e  th at exo g e no us re g io nal facto rs h av e  be e n co ntributing  to  o v e r 60%  o f 
th e  re g io nal dis paritie s in une m plo ym e nt in th e C ze ch  R e public. 
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une m plo ym e nt ris e s , its ro le  as a m o tiv atio n de v ice  be co m e s larg e r, and, co ns e que ntly, 

firm s can ce te ris paribus affo rd to  pay lo w e r w ag e s w h ile  s us taining  th e  sam e  le v e l o f 

w o rke rs ’ m o tiv atio n no t to  s h irk. 

Th e re  exis t s e v e ral e m pirical s tudie s exam ining  th e  re latio ns h ip de s cribe d by th e  w ag e  curv e  

in th e  C ze ch  e nv iro nm e nt. Blanch flo w e r (2001) publis h e d re s ults o f re s e arch  co nce rning  th e  

C e ntral and Eas te rn Euro pe an co untrie s . In h is analys is o f th e  Cze ch  R e public th e  auth o r 

e m plo ys th e  indiv idual ISSP data fo r ye ars 1992 and 1994-97, co v e ring  abo ut 3000 

re s po nde nts . H o w e v e r, th e  data w as div ide d into  e ig h t re g io nal g ro ups o nly. Afte r 

co ntro lling  fo r de m o g raph ic ch aracte ris tics o f th e  indiv iduals , h e  acquire s th e  co e fficie nt o f 

une m plo ym e nt e las ticity o f w ag e s s ig nificant and e qual to  –0.021 o nly. H o w e v e r, th e  

e s tim ate  be co m e s ins ig nificant w h e n including  ye arly dum m ie s .  

On th e  o th e r h and, H uitfe ld (2001) co nfirm e d th e  exis te nce  o f th e  w ag e  curv e  in th e  C ze ch  

R e public by th e  analys is o f ag g re g ate d dis trict-le v e l data in pe rio d 1992-1998. Th e  ne g ativ e  

re latio ns h ip be tw e e n th e  av e rag e  w ag e  and une m plo ym e nt in re g io ns pro v e d to  be  lo w  

(e las ticity re ach e d -0.016) but s ig nificant and incre as e d afte r re g io nal dum m ie s w e re  

include d (-0.042). Inte re s ting  re s ults w e re , h o w e v e r, attaine d afte r including  th e  

une m plo ym e nt rate s fo r ne ig h bo uring  dis tricts into  th e  w ag e  e quatio n (as th e  re g io nal 

labo ur m arke ts do  no t ne e d to  co rre s po nd w ith  th e  bo rde rs o f adm inis trativ e  dis tricts). Th e 

co e fficie nt o f e las ticity w e nt up to  -0.086 th e n. Still, th e  e las ticity is lo w e r th an th e  10%  

claim e d by Blanch flo w e r and Os w ald fo r th e  cas e  o f W e s te rn Euro pe an co untrie s . 

Th e  m o s t co nv incing  re s ults o ffe r G aluščák and M ünich  (2003). Th e  auth o rs ag ain pre s e nt an 

analys is o f dis trict-le v e l data o n av e rag e  w ag e s in th e  C ze ch  R e public. Th e  auth o rs s h o w  a 

s ig nificant ne g ativ e  re latio n be tw e e n th e  re g io nal une m plo ym e nt and w ag e s . Th e  link is 

e v e n s tro ng e r w h e n th e  dis tricts th at re g is te re d th e  m o s t pro no unce d ris e  in une m plo ym e nt 

be tw e e n 1996 and 2001 are  exclude d fro m  th e  analys is . Acco rding  to  th e ir re s ults in th e  

Cze ch  R e public, th e  w ag e  curv e  exis ts in lo w -une m plo ym e nt dis tricts , lo w  s h are  o f public 

s e cto r e m plo ym e nt and fo r s h o rt-te rm  une m plo ye d. Th e  co e fficie nt o f une m plo ym e nt 

e las ticity o f w ag e s is s ig nificant and am o unts to  v alue s aro und -0.08, w h ich  is a re s ult 

co m parable  to  th o s e  acquire d by analys e s o f s o m e  W e s te rn Euro pe an co untrie s . 
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In o ur furth e r analys is , w e  turn to  explanatio n o f av e rag e  w ag e  v ariability am o ng  th e  C ze ch  

dis tricts w ith  a fo cus o n th e  linkag e  to  th e  re g io nal une m plo ym e nt re fle cting  th e  s pe cific 

facto rs o f re g io ns in th e  co ntext o f th e  w ag e  curv e  fram e w o rk. 

 

4. Em pirical analysis o f the  w age  d iffe re ntiatio n and  u ne m plo ym e nt in the  C R  

To  ide ntify th e  e ffe ct o f re g io nal une m plo ym e nt o n w ag e s w e  e m plo y th e  re g re s s io n analys is 

o f cro s s -s e ctio nal data o n 77 Cze ch  dis tricts in ye ar 2001.11 To  co ntro l fo r o th e r facto rs 

de te rm ining  th e  re g io nal w ag e  le v e l, w e  co v e r s e v e ral o th e r v ariable s . As w as alre ady 

m e ntio ne d, apart fro m  th e  re g io nal une m plo ym e nt, w e  ide ntify tw o  g ro ups o f facto rs : 

ch aracte ris tics o f th e  re g io nal po pulatio n and o f th e  re g io nal e co no m y and bus ine s s e s .12  

W e  acco unt fo r th e  ag e  s tructure  o f th e  re g io nal e co no m ically activ e  po pulatio n in dis tricts 

by adding  th e  v ariable  s tating  th e  s h are  o f yo ung  pe o ple  ag e d 15-29 am o ng  th e  

e co no m ically activ e , A GE15-29. H ig h e r pro po rtio n o f yo ung  pe o ple  m ig h t pull th e  w ag e  le v e l 

do w n as o n th e  indiv idual le v e l, typically, w ag e  is an incre as ing  functio n o f ag e  and 

expe rie nce . Th e  s am e  lo g ic applie s fo r v ariable  FEM , s tating  th e  pro po rtio n o f fe m ale s in th e  

e co no m ically activ e  po pulatio n. Variably TERT_ED U re fle cts th e  e ducatio nal structure  o f th e  

re g io nal po pulatio n, s tating  th e  s h are  o f inh abitants o lde r th an fifte e n ye ars w h o  attaine d a 

te rtiary e ducatio nal de g re e . Th e re fo re , th e  expe cte d e ffe ct o n w ag e s is po s itiv e . W e  als o  

acco unt fo r th e  e m plo ym e nt s tructure  o f th e  po pulatio n: th e  v ariable  EM PL state s th e  

pro po rtio n o f e co no m ically activ e  inh abitants w ith  e m plo ym e nt s tatus “e m plo ye d” W e  

expe ct a ne g ativ e  e ffe ct fo r th is v ariable . 

As fo r th e  s tructure  o f bus ine s s e s , w e  co v e r th e  pro po rtio n o f big  firm s in th e  re g io n – th e  

v ariable  B500 as s e rts th e  s h are  o f firm s (w ith  h e adquarte rs lo cate d in th e  re g io n) h av ing  

m o re  th an fiv e  h undre d e m plo ye e s . W e  expe ct a po s itiv e  e ffe ct o n w ag e s . Th e  s tructure  o f 

th e  e m plo ym e nt and e co no m y o f th e  re g io n is g iv e n by v ariable  I_S EC TO R, w h ich  s tate s th e  

s h are  o f e m plo ym e nt in th e  prim ary s e cto r o f th e  e co no m y. Th e  expe cte d o utco m e  is 

ne g ativ e  as th is s e cto r typically pays th e  lo w e s t w ag e s . W e  als o  acco unt fo r th e  le v e l o f 

                                                
11 Prag ue is co ns ide re d a s ing le  dis trict fo r o ur purpo s e s . Y e ar 2001 w as s e le cte d be caus e  o f av ailability o f th e  
re g io nal po pulatio n ch aracte ris tics data fro m  th e ce ns us . 
12 Th e  as s um ptio ns abo ut th e  expe cte d e ffe ct o f particular v ariable s fo rm ulated be lo w  s te m  fro m  th e  re s ults o f 
exis ting  re s e arch  as w as alre ady quo te d.  
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re g io nal e co no m y co nce ntratio n us ing  th e  H e rfindah l index o f e co no m ic div e rs ificatio n – 

v ariable  H ERF.13 A h ig h e r co nce ntratio n o f th e  re g io nal e co no m y re fle cts a h ig h e r de g re e  o f 

spe cializatio n th at m ig h t re s ult in h ig h e r w ag e s . Las tly in th is g ro up, w e  us e  th e  s h are  o f th e  

public s e cto r e m plo ym e nt in th e  dis trict. PUB_S EC T, to  appro xim ate  th e  e ffe ct o f th e  

ins titutio nal s e cto r – w e expe ct a ne g ativ e  e ffe ct in th is cas e .14 Th e  v e ry las t v ariable  co v e re d 

in o ur analys is is th e  re g io nal rate  o f une m plo ym e nt, UN EM PL. As w as dis cus s e d in th e  

pre v io us s e ctio n, th e  expe cte d e ffe ct o f dis trict rate  o f une m plo ym e nt is ne g ativ e . 

W e  analys e  a lo g -line ar re g re s s io n e quatio n, th e  expre s s io n o f w h ich  larg e ly aris e s fro m  th e  

ag g re g ate d fo rm  o f th e  w ag e  curv e  e quatio n.15 Th e  e quatio n take s th e  fo llo w ing  fo rm : 

 LN _W A GEr =  α  + β  LN _UN EM PLr + γ  Xirt +  er,  (2) 

w h e re  LN _W A GEr re pre s e nts th e  lo g arith m  o f  av e rag e  w ag e  in th e  dis trict, LN _UN EM PLr 

stands fo r th e  lo g arith m  o f th e  dis trict une m plo ym e nt rate , X r re pre s e nts th e  m atrix o f 

ch aracte ris tics o f th e  re g io nal po pulatio n and firm s , and, finally, εr are  no rm ally dis tribute d 

re s iduals w ith  ze ro  m e an and co ns tant v ariance .16  

In line  w ith  th e  exis ting  re s e arch  o n th e  to pic, v ariable s UN EM PL and W A GE are  re pre s e nte d 

in lo g s .17 As th e  data re fle ct th e  info rm atio n re g arding  units o f diffe re nt s ize , pre s e nce  o f 

h e te ro s ke das ticity is h ig h ly pro bable  and co ns e que ntly w as pro v e d by th e  co nducte d W h ite  

te s t. Th e re fo re , w e  us e  th e  ro bus t e s tim ate s o f v ariance  o f th e  re g re s s io n co e fficie nts . Th e 

re s idual analys e s indicate d no rm ally dis tribute d re s iduals w ith  ze ro  m e an. Th e re fo re , o ur 

re g re s s io n analys is w ill o ffe r co ns is te nt and e fficie nt e s tim ate s .  

                                                

13 Th e  index is calculate d acco rding  to  th e fo llo w ing  fo rm ula: ∑
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w h e re  w i stands fo r num be r o f firm s in particular s e cto r in th e  re g io n, w  stands fo r to tal num be r o f firm s in th e  
re g io n, and n is th e  num be r o f s e cto rs . Th e  index re ach e s its m inim um  v alue  1/n in cas e  o f fully e v e n 
dis tributio n o f firm s acro s s th e  s e cto rs . On th e o th e r h and, th e  index re ach e s its m axim um  v alue 1 in cas e  o f 
full co nce ntratio n o f firm s into  a s ing le  s e cto r. Fo r m o re de tails s e e  Scarpe tta (1995), w h o  pre s e nts an analo g y 
o f th e  index fo r co nce ntratio n o f e m plo ym e nt acro s s th e  s e cto rs .  
14 D ue  to  a lack o f data w e co uld no t co v e r th e  v ariable  re fle cting  th e  pro ductiv ity o f firm s , w h ich  is o ne  o f th e  
ke y facto rs influe ncing  th e  w ag e s paid by firm s . 
15 Th is is m ainly due to  th e  nature o f data av ailable . H o w e v e r, th e  re s ults s h o uld no t diffe r fro m  th o s e  o btaine d 
o n th e indiv idual le v e l. 
16 One  o f th e  po te ntial de ficie ncie s o f s uch  fo rm ulatio n o f th e  m o de l m ig h t s te m  fro m  th e  fact th at w e do  no t 
acco unt fo r no t-w o rking  pe o ple  and th us th e  v ariable  W A GE m ig h t be  bias e d. Th is pro ble m  is th e n s o lv e d by 
applying  th e  s tructural To bit m o de l o n an indiv idual le v e l, th at take s into  acco unt als o  participatio n de cis io n o f 
th e  indiv iduals . H o w e v e r, s uch  a m e th o d can no t be applie d o n th e  ag g re g ate d le v e l. Fo r de tails o n th is m e th o d 
s e e  fo r ins tance  W o o ldridg e  (2002).   
17 Th e  expre s s io n o f v ariable s as lo g s allo w s us to  inte rpre t th e  re g re s s io n co e fficie nts as e las ticitie s . 
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Our m o de l analyze s th e  de te rm inants o f th e  re g io nal w ag e  diffe re ntiatio n w ith  th e  acce nt 

o n th e  ro le  o f th e  une m plo ym e nt rate . Th e  de e pe r e s tim atio n po w e r o f o ur re s ults is partly 

lim ite d by th e  data av ailable  – o ur re s ults s h e d s o m e  lig h t o n th e  diffe re ntiatio n o n th e  

ag g re g ate  re g io nal le v e l o nly. Th e y h av e  a lim ite d explanatio n po w e r o n th e  indiv idual le v e l 

to  as s e s s th e  s co pe , to  w h ich  th e  w ag e  o f indiv iduals is de te rm ine d by th e ir indiv idual 

ch aracte ris tics and w h at th e  e ffe ct o f th e  re g io n is . Th e re fo re , indiv idual data analys is s tays 

o pe n to  o ur future  re s e arch .  

Table  3 pre s e nts th e  le as t-square s m e th o d e s tim ate s o f th e  re g re s s io n co e fficie nts . M o de l 

(1) runs th e  re g re s s io n o n all th e  abo v e -lis te d v ariable s . H o w e v e r, h alf o f th e m  pro v e d to  be  

ins ig nificant and, th e re fo re , w e re  ste pw is e  o m itte d fro m  th e  m o de l. Afte r e ach  e lim inatio n, 

th e  suitability o f th e  re duce d m o de l w as ch e cke d by th e  F-te s t fo r s ub-m o de l te s ting . 

C o ns e que ntly, by th e  e lim inatio n o f ins ig nificant v ariable s w e  o btaine d th e  final re duce d 

fo rm  m o de l (m o de l (2) in Table  3), co v e ring  s ig nificant v ariable s o nly. 
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Table  3 . R e gre ssio n e stim atio n re su lts 
 m o d e l (1 ) 

all districts 
m o d e l (2 ) 

all districts 
m o d e l (3 ) 

low-unemployment 
districts only 

10.8496 * * *  9.3915 * * *  9.6773 * * *  
C o nstant 

(0.9405)   (0.1361)   (0.0712)   

0.0009         
AGE1 5-2 9 

(0.0144)           

-0.0203           
FEM 

(0.0200)           

0.0112 *  0.0103 * *  0.0145 * * *  
TER T_ED U  

(0.0064)   (0.0041)   (0.0033)   

-0.0067 * *  -0.0075 * * *  -0.0100 * * *  
I_SEC TO R  

(0.0030)   (0.0023)   (0.0023)   

-0.0079      
EMPL 

(0.0049)         

0.7691           
B500 

(0.6020)           

1.3307  * 1.2361 *      
HER F 

(0.6721)   (0.6380)       

-0.0061           
PU B_SEC T 

(0.0078)           

-0.0663 * *  -0.0834 * * *  -0.1225 * * *  
U N EMPL 

(0.0266)   (0.0208)   (0.0258)   

N  (d istricts) 77   77   53   
R 2  0.6127   0.5884   0.7057   

 
N o te: D ependent va ria ble LN _W A GE; co efficients  m a rked*** s ignifica nt 1% , ** s ignifica nt 5% , * s ignifica nt 
10% . Lea s t s qu a res  es tim a tio n m etho d, ro bu s t s ta nda rd erro rs  in pa renthes es . M o del (3) co vers  53 lo w -
u nem plo ym ent dis tricts  s elected by the clu s ter a na lys is  (cu t va lu e: 10.242% , a vera ge ra te o f u nem plo ym ent in 
this  gro u p: 6 .77% ). 
S o u rce: M inis try o f La bo u r a nd S o cia l A ffa irs  o f the C R, C zech S ta tis tica l O ffice, o w n ca lcu la tio ns  

Our re s ults indicate  fo ur facto rs th at pro v e d to  be  s ig nificant in de te rm ining  th e  av e rag e  

dis trict w ag e  le v e l: e ducatio nal s tructure  o f th e  po pulatio n, e m plo ym e nt s tructure  o f th e  

re g io nal e co no m y, co nce ntratio n o f th e  e co no m y, and th e  dis trict rate  o f une m plo ym e nt. 

W h ile  a m o re  w ide s pre ad te rtiary e ducatio n and a h ig h e r co nce ntratio n o f th e  e co no m y 

pus h  th e  w ag e  le v e l up, larg e  s h are  o f e m plo ym e nt in th e  prim ary s e cto r w o rks in th e  

o ppo s ite  dire ctio n and pulls th e  w ag e  le v e l do w n. Th e s e  re s ults are  intuitiv e  and co rre s po nd 

w ith  th e  e co no m ic th e o ry and exis ting  re s e arch  o n w ag e  diffe re ntiatio n.  

Th e  dis trict rate  o f une m plo ym e nt pro v e d to  h av e  a s ig nificant ne g ativ e  e ffe ct o n th e  

av e rag e  dis trict w ag e  le v e l. Th e  co e fficie nt o f une m plo ym e nt e las ticity o f w ag e s re ach e s -

0.08, w h ich  is a re s ult co rre s po nding  w ith  th e  w ag e  curv e  co nce pt. Th is bas ically m e ans th at 

a ris e  in th e  rate  o f une m plo ym e nt by 1%  le ads to  a fall in th e  re g io nal w ag e  le v e l by 0.08% . 

Th e  w ag e  le v e l in th e  dis tricts th us adjus ts to  ch ang e s in th e  exte rnal e nv iro nm e nt and th e  
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exte rnal facto r o f re g io n do e s m atte r. Our e s tim atio ns are  g e ne rally in acco rdance  w ith  th e  

pre v io us re s ults re po rte d by Blanch flo w e r and Os w ald (1994) indicating  th e  exis te nce  o f 

w ag e  curv e s in th e  W e s te rn Euro pe an co untrie s . Our e s tim atio n o f s ize  o f th e  

une m plo ym e nt e las ticity o f w ag e s fo r th e  cas e  o f th e  C ze ch  R e public co nfirm s th e  e s tim ate s 

m ade by G aluščák and M ünich  (2003). 

W e  can expe ct th is re latio ns h ip to  be  e v e n s tro ng e r in lo w -une m plo ym e nt dis tricts . As w as 

alre ady m e ntio ne d, m any o f th e  dis tricts re ce ntly suffe ring  fro m  h ig h  une m plo ym e nt are  th e  

h ig h ly h e av y-indus trialize d re g io ns s uppo rte d by th e  co m m unis t re g im e , ch aracte ris tic by a 

h ig h  w ag e  le v e l (no rth e rn part o f th e  re public). D uring  th e  trans fo rm atio n, m any o f th e s e  

indus trie s de cline d in th e  re s tructuring  pro ce s s e s and une m plo ym e nt w e nt up, w h ile  th e  

w ag e  le v e l sus taine d re lativ e ly h ig h . Th e s e  h ig h  w ag e s are  inflexible  and do  no t re act m uch  

to  ch ang e s in th e  exte rnal e nv iro nm e nt. G e ne ro us s o cial s ys te m  and a larg e r pro po rtio n o f 

lo ng -te rm  une m plo ym e nt acco m panie d by a de cline  o f h um an capital o f th e  une m plo ye d 

m ig h t als o  co ntribute  to  th is rig idity. In th is cas e  une m plo ym e nt do e s no t influe nce  th e  w ag e  

le v e l as s tro ng ly. 

To  analyze  th e  e ffe ct o f une m plo ym e nt o n w ag e s w ith  th e  h ig h -une m plo ym e nt dis tricts 

exclude d, w e clus te re d th e  dis tricts into  tw o  g ro ups . Th e  cut-v alue  o f th e  une m plo ym e nt 

rate  w as de te rm ine d at 10.2%  in 2001. Th e  lo w -une m plo ym e nt g ro up co m pris e s 53 re g io ns 

and th e  h ig h -une m plo ym e nt g ro up re m aining  24 dis tricts . W e  ran th e  sam e  re g re s s io ns o n 

th e  tw o  s e parate  g ro ups . Th e  e ffe ct o f une m plo ym e nt pro v e d ins ig nificant in cas e  o f th e  

h ig h -une m plo ym e nt g ro up. Th us , th e  flexibility o f w ag e s to w ards th e  ch ang e s in th e  exte rnal 

e nv iro nm e nt is v e ry lo w  in th is g ro up and incre as ing  une m plo ym e nt do e s no t caus e  th e  

w ag e  le v e l to  fall. 

On th e  o th e r h and, th e  re latio ns h ip be tw e e n une m plo ym e nt and w ag e s pro v e d h ig h ly 

s ig nificant in th e  lo w -une m plo ym e nt g ro up. Th e  re s ults are  s tate d in Table  3, co lum n M o de l 

(3). Th e  co e fficie nt o f th e  une m plo ym e nt e las ticity o f w ag e s re ach e d -0.12. Th us , th e  

av e rag e  w ag e  le v e l is m o re  s e ns itiv e  to  de v e lo pm e nts in une m plo ym e nt if th e  

une m plo ym e nt is rath e r lo w . Th is co nfirm s o ur h ypo th e s is and th e  pre v io us re s ults abo ut 

th e  exis te nce  o f th e  w ag e  curv e  in th e  C ze ch  dis tricts . 
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5. C o nclu sio ns 

Th e re  w as a re m arkable  tre nd o f incre as ing  re g io nal labo ur m arke t diffe re ntiatio n in th e  

1990’s and th e  diffe re nce s am o ng  th e  re g io ns s tabilize d afte r 2001. Th e  dis paritie s am o ng  

th e  re g io ns are  still rath e r s m all as far as th e  av e rag e  w ag e  le v e ls are  co nce rne d. Th e  

co e fficie nt o f v ariatio n o f re g io nal w ag e s h o v e re d aro und 9-10%  s ince  2001. On th e  o th e r 

h and, re g io nal dis paritie s in une m plo ym e nt are  rath e r larg e  e v e n in th e  inte rnatio nal 

pe rs pe ctiv e . Th e  v ariatio n o f th e  dis trict rate s o f une m plo ym e nt w as aro und 40-50%  s ince  

2000.  

A s ig nificant pro po rtio n o f th e  une m plo ym e nt in th e  C ze ch  dis tricts h as a s tructural 

ch aracte r. Th e  larg e  re g io nal dis paritie s are  acco m panie d by a s ubs tantial m is m atch  

be tw e e n th e  une m plo ym e nt and v acancie s , as m o re  v acancie s are  g e ne rally supplie d in lo w -

une m plo ym e nt re g io ns . Th e  re g io nal v ariability o f v acancy rate  is co m parable  to  th at o f th e  

une m plo ym e nt rate . C o ns e que ntly, due to  th e  exis ting  m is m atch , th e  v ariability o f th e  UV 

ratio  is e v e n larg e r. Th e  m is m atch  index exh ibite d an incre as ing  tre nd in 1990s , pe ake d 

be tw e e n 2000 and 2004, w h e n it alm o s t do uble d co m pare d to  th e  e arly 1990s , and s lig h tly 

de cline d th e re afte r. It is appare nt th at th e  atte m pts to  dim inis h  th e  re g io nal and structural 

dis paritie s  o n th e  C ze ch  labo ur m arke t (th ro ug h  activ e  labo ur m arke t po licie s , e ducatio nal 

pro g ram m e s , financial flo w s fro m  th e  EU structural funds e tc.) h av e n’t h ad any s tro ng  e ffe ct 

s o  far. M ig ratio n, as a po te ntial e quilibrating  m e ch anis m , h as no t playe d an im po rtant ro le  

s o  far.  

In o ur analys e s w e  fo cus e d o n explanatio n o f th e  re g io nal w ag e  diffe re ntiatio n by th e  

exte rnal facto r o f re g io n, w h ich  re fle cts th e  spe cific dis trict ch aracte ris tics and is re pre s e nte d 

by th e  une m plo ym e nt rate . Our re s ults indicate  th at th e re  w e re  s e v e ral facto rs o f influe nce  

o n th e  re g io nal w ag e  diffe re ntiatio n in 2001: e ducatio nal structure  o f th e  po pulatio n, 

e m plo ym e nt s tructure  o f th e  re g io nal e co no m y, de g re e  o f e co no m ic co nce ntratio n, and th e  

dis trict rate  o f une m plo ym e nt. Our analys e s co nfirm  th at, w h ile  co ntro lling  fo r v ario us 

ch aracte ris tics o f inh abitants and e co no m y o f th e  dis tricts , th e  rate  o f une m plo ym e nt h ad a 

ne g ativ e  im pact o n th e  re g io nal w ag e s in 2001.  

Th e  co e fficie nt o f th e  une m plo ym e nt e las ticity o f w ag e s e quals -0.08, w h ich  can be  

co ns ide re d an e v ide nce  o f th e  exis te nce  o f th e  w ag e  curv e  in th e  dis tricts o f th e  C ze ch  

R e public. Th e re  w as e v e n a s tro ng e r adv e rs e  re latio ns h ip be tw e e n th e  w ag e s and 
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une m plo ym e nt re g is te re d in th e  dis tricts exh ibiting  lo w  une m plo ym e nt le v e l in 2001. W e 

co nclude  th at th e  spe cific re g io nal facto rs s ig nificantly influe nce  th e  w ag e  le v e l in th e  

dis tricts v ia th e  rate  o f une m plo ym e nt. H e nce , th e  po licie s aim e d at influe ncing  th e  labo ur 

m arke t de v e lo pm e nts s h o uld fo cus no t o nly dire ctly o n th e  labo ur m arke t (m inim um  w ag e , 

e m plo ym e nt po licie s e tc.) but als o  o n th e  re g io nal de v e lo pm e nt in g e ne ral.
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