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a) Can you recognize an original contribution of the author? 

The originality of the contribution of the author is obvious. First, it provides another 
valuable attempt to explore empirically quite important linkages between institutional 
setups and functioning of the labor market. Secondly, analysis of minimum wage impact 
on employment in the Czech Republic represents rare, welcomed and original empirical 
contribution. 
 
The text is very carefully crafted providing plenty of details properly structured. It 
represents  a lot of careful and demanding work including detailed literature review. 
 

b) Is the thesis based on relevant references? 
Definitely, the thesis is based on relevant reference. Author provides rich reference to 
relevant literature in all three essays. This is in particular the case of the 1st essay, and 
partly also of the 2nd one, representing empirical study which tries to disentangle 
composite effect institutional setup on labor market performance. Various types of 
institutions (regulations) are being carefully discussed and related to particular economic 
literature partially or comprehensively considering economic implications of those 
institutions. 
 

c) Is the thesis defendable at your home institution or another respected institution 
where you gave lectures? 
Yes, the thesis is defendable at IES.  
 

d) Do the results of the thesis allow their publication in a respected economic journal? 
Under some conditions, I can imagine that the results might be publishable in respected 
economic journals, in particular Czech ones.  See my detailed comments on possible ways 
to increase the convincingness of empirical findings. 
 

e) Are there any additional major comments on what should be improved? 
I have to admit my personal skepticism to the believe that the type of regressions used in 
the 1st and 2nd essays (and district level regressions in essay 3) can provide credible results 
one could reliably interpret as causal link between Xs and Y. In particular, given obvious 
data limit one cannot secure necessary assumptions required by regression analysis if: (i) 
possessing only few and simplifying indicators (measurement error) of institutional setup 
(missing or not observing hundreds of unobserved effects surely correlated with Xs and 
the error term), (ii) having very small number of observations available for short panels of 
countries, (iii) analyzing deeply interlinked effects.  In this respect, OLS (including GLS, 



IV) can be seen as slightly better alternative to simple correlation coefficients. This being 
said, it does not mean that empirical research of this king is useless! This is not a fault of 
the author (there are many studies of this kind published in very respected journals) but it 
emanates from the essence of the complicated socio-economic phenomena studied. It is 
important that deficiencies of such empirical approach are explicitly admitted, and author 
definitely does so.  
 
Follow partial comments and recommendations:  
 
 
1st essay 
pp. 26: Inflation being included into the set of explanatory variables to capture the impact 
of economic cycle, why not to include GDP growth or related indicator of economic 
activity? 
 
Variable LEFT is lagged to reflect delayed impact of political situation. Is not this the case 
of most other RHS variables that their impact appears in full only in a longer term?  
 
Regressions in Table 7 are not subject to robustness check (functional form, excluded 
RHS variables, outliers, etc.).  My experience is that such regressions based on so few 
observations with relatively many RHS variables give very different results for alternative 
specifications. Would the pattern of estimates presented survive under alternative 
specifications? 
 
It is well known that many employment policies are complementary (their impact depends 
on their combination). To reflect this, one would like to consider interacted RHS 
variables. Though, I understand that it is not possible due to low number of observations. 
 
It would be instructive to present and discuss actual economic size of estimated effects, 
not only coefficients and their significance. For example, how big is the difference in 
employment rate in countries with the lowest and the highest EPL Index? 
 
Fixed effect model is probably empirically not doable, right? Are estimates based on 1st 
difference very different from cross-sectional ones? 
 
Are observations weighted by country sizes?  
 
2nd essay 
The lag between institutional changes and labor mkt outcomes exists also in case of 
shadow economy. The delay is even bigger because information about illegal practices are 
spreading only informally  and great deal of people and employers learn about tricks etc. 
from others and it takes time to spread. In fact, this is the reason why so many policies 
work well when introduced but degenerate over time as economic agents learn how to 
game the system. This questions the time structure of explanatory variables. 
 
The methodology considers regression relying mostly on cross-sectional variance. Fixed 
effect estimates are not considered. It should be better defended.  
 
As concerns results, my reservations are similar to those in case of the 1st essay 
(robustness checks). What strikes me is the extraordinary high R2 in some runs. I can 



hardly believe this. Which are the variables having such high explanatory power? Extra 
low number of observations (24) in regression with about 10 variables cast doubts on 
sensibility of estimates.  
 
3rd essay 
The time span of data being used for district level regressions is not clearly described. 
Footnote 76 writes about period 2004-2005, page 107 mentions period 1995-2001. Also, 
as far as I know, district level data on average wages are of two types (definitions): (i) 
establishment based – average wages paid to workers employed in given district, (ii) firm 
registration based - average wages paid by firms registered in given district. The former 
statistic was provided by the CSO only till 2001. This should be clarified in the text. Also, 
if author uses type (ii) wages, some checks should be made ascertaining that average wage 
in the district is not subject to substantial measurement error. For example, large firms 
with nation-wide networks (banks) are frequently registered in largest cities and wages 
they pay are contained in the average of respective city, not of the district where the wage 
is actually paid. 
 
Vacancy rate is measured how? 
 
Close relationship of the analysis with the estimation of wage curve is recognized 
(pp.106). But there is no other explanation and discussion. This would be highly desirable 
when interpreting estimation results. Note that the key explanatory variable of interest 
(ratio of minimum to average wage) is in fact an inverse of the average wage multiplied 
by a constant (minimum wage the same nation-wide). Given that the ratio enters the 
regression in logs, it seems almost identical with wage curve specification. No wonder 
that the estimated coefficient is positive (the standard wage curve effect in cross-sectional 
perspective which is likely confounded by unobservable district specific effects) . Or am I 
missing something here?  
 
It is being recognized (pp.108) that some variables are time invariant. This is being used 
as an argument for not using fixed effect model. This is not adequate argument because 
fixed effect model still can be used, only the coefficients on time invariant variables will 
not be estimated. It would be at least informative to present fixed effect estimates and 
compare them with cross-sectional estimates (for time variant variables). 
 
DIST is in logs or levels? More parsimonious would be logs and exclusion of Prague from 
the regression.  
 
On the SILC data regressions: it is not clear of the analysis exploits rotating panel feature 
of the SILC data (each year, some households from the previous survey year are kept). 
Something not fully clear is being explained on pp.112.  
 
The key effect identified (impact of individual’s position in the wage distribution relative 
to the minimum wage before and after on the re-employment probability) could be driven 
by numerous other effects than the minimum wage. Given that estimates are based on the 
period during which minimum wage was raised, authors could explore this providing 
estimated for another period when there was no change in the minimum wage. If they find 
the effect of similar size, it would indicate that other factors than minimum wage are in 
place. 
 



f) What is your overall assessment of the thesis?  
I recommend the thesis to be defended without major changes. I recommend that author is 
ready to comment on key comments during the defense.  
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