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The varieties of capitalism literature maintains that advanced capitalist countries whose institutions
best fit either the liberal or coordinated market economy types will perform better than countries
whose institutions are mixed. This is because hybrids are less likely to yield functionally beneficial
institutional complementarities. We challenge this assertion. Denmark has performed as well as many
purer cases during the 1990s. And Denmark has recently developed a more hybrid form than is
generally recognized by (1) increasing the exposure of actors to market forces and (2) decentralizing
collective learning and decision making. The institutional complementarities associated with such
hybridization have contributed to its success, but these complementarities are based on institutional
heterogeneity rather than homogeneity. This is demonstrated by analyses of three cases: Danish labor
markets, vocational training, and industrial policy. The implication of our argument is that the
varieties of capitalism theory is logically flawed.



