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ABSTRACT

Today there is no agreement as to how developing cosictieachieve sustained economic
growth and wellbeing. Over the last 50 years many suggestey palhaceas have failed.
Policy makers are now faced with growing economiclehgks and confusing policy
prescriptions. Against this background, the re-emerging sthihgtitutions now offers new
promise in explaining why development has so far eludedasty countries, and
consequently, what can be done about it.

This thesis deals with questions which to date have exlived partial or cursory attention.
The study asks: What really are institutions? Why do thatter? What can we learn about
them that can help us deal with the current challengingldement debacle?

This study starts by reaffirming what institutions arehibws that institutions are
inescapable influencers of the way we relate to each,@hdrthe effects we have on our
societies’ economic development. Yet so far, scaad policy makers have not yet fully
taken up the opportunity of identifying and utilising the inssghtat the institutional
perspective offers.

This study deliberately picks up the challenge. Using tpergance of the Uganda coffee
sector, it shows that the nature of institutions cahdiger understood, and their role and
impact, better addressed towards pressing developmentoasedthe study shows that by
integrating old and new institutionalist perspectives aadribs of institutions and
institutional change, it is possible to make much morgness towards understanding,
explaining and addressing the role and influence of institsiin the development of an

economic sector.

In so doing this study goes beyond existing works on diefmitaxonomy and explanation
of institutional influence. It raises new insights eodonsidered as we face today’s
contemporary development challenges. This researchdstimuefore be of interest and
value to researchers, students, policy makers and estieaps concerned with economic
development and the factors that shape and influencgitctice.
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PREFACE

“Coffee runs through my veins”

“People in rural areas are not making the economisidecof saying now | have done
the calculation - | am going to plant coffee. It isudtural thing they just do it by
default.”

“I am first and foremost a coffee farmer.... coffgews in my blood veins”

Ugandan coffee farmers - June 2005

Simioni Njuki, my maternal grandfatherdjja” had a formidable reputation. Tall,
upright and with a partially bald shiny pate, he had b@snthe time | was old enough to
be impressed) &aza Chief’[County Chief], a member of th&lganda Lukiiko”
[Buganda Parliament], wealthy landowner, strict disciplaraand coffee farmer. As a
young boy, | recall spending long hot days in Decembgiingawith siblings and friends
in his“Nimiro” [Food Gardengt the bottom of Makerere hill, a stone’s throw frdma t

already renowned Makerere University College.

Our playful exuberance in the banana plantations, divittgsweet potato mounds and
dashing between coffee trees, often left strings of édyants and broken branches in
their wake. However, as far as | can recall, we weneer reprimanded for these childish

misdemeanours.

At first therefore, | was puzzled by my grandfather'samme reputation as a civil
authority figure, a strict disciplinarian and formidable eméing man. | was particularly

perplexed at how h&mplycommandeabedience and respect from all those around him.



However as | grew up | became aware that this wasstt ile part due to the various
roles he had assumed over many years, extending beyomaiusishold into a number of
organisations and even into the wider political communiitythe stories I heard told
about him, he was presented in the traditional (a chief)colonial (an educated
administrator), the local heroic (a past exile to Kav@nn northern Uganda on account
of resisting colonial policy), and the socio-econorfacprominent farmer, from a well

known large family).

| later came to appreciate that the many stories twdditathis balding, precise and
authoritative man, in many ways embodied the intersgdatifluences that were shaping
the newly independent state of Uganikgja epitomised once enduring but now disputed
authorities, loyalties and traditions. These were cimgngs the remaining vestiges of
colonialism were challenged by the rising aspiratiors different kind of political
independence: one characterised by new norms, and assedtatachew socio-
economic way of being. Against this background, Jajja caseber as representing a
socio-economic and historic mix: impossible to comprehetitbut examining the

history and nature of the mixing.

Like myJajjal too, as a young man, lived and was shaped by changes | ivastinely
aware of. The connections between my family, itsr@mment and its relationships,
(encapsulated in the banana plantations and coffee tiesridllicitly frolicked in), and
the development story of my country, were on the whbtegst completely lost on me. |

was also mercifully unaware that Uganda'’s story waake significant traumatic turns
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over the coming quarter century. Like many other Ugandariséssed, in the years that
followed, the rise and fall of Idi Amin, devastatiosfsvar, socio-economic disruption,
increasing poverty and far reaching ravages of health pacsldavents in Uganda were

often in the news (particularly between 1971 and 1987) — avakitrarelygoodnews.

After 1990, the news out of Uganda started to get bettercdinatry’s political and
economic fortunes improved. As Ugandans we now experig¢hegdys and
disappointments of a seeing a country being painstakinglylteWe began, very

slowly, to leave behind the tear-jerking shadows of wardisease. We became
inescapably aware of the cruelty and socially devastatipgct of persisting conflicts in
southern Sudan, Rwanda, Congo and Northern Uganda. Wexlsbesgradual loss of
any remnants of post-colonial euphoric African aspiratiBut having left behind the
failures of the post colonial, post Amin, and then aiak eras, we were now confronted
with a new cynical realism (often readily presentediferously to us by some veteran
expatriate development workers) suggesting that the itdevifartune of countries like

Uganda was one of poverty, failing economy, and failete sta

At the same time, we also remained captivated by anplaiaable hope, endurance,
energy and local pragmatism, expressed in a (naiveintment to rebuild our country
and to avoid the mistakes of the past. We were thafiftlhe assistance the world was
offering but also mildly and continually irritated by whee saw as uninformed
presumptions. We disliked how our country’s developmemtadicaments tended to be

implicitly linked to an assumed innate inability to deatstuctively with our own
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political and economic development. Many of us were mdeas Jajja must have been

many times) to participate, to be part of creating a mation.

Sitting in the British Library working on this study in 200%yas reminded of myajja.

He was as attached to coffee as many of the farrnat$ had met in the course of the
study. | imagined that he too might have claimed ‘tbaffee grows in my blood veins”.
He certainly would have been proud of his economic dartian and representatively
indispensable place in the socio-economic fabric otthetry. | thought that he might
have been somewhat perplexed at the unforeseen chalessgpesated with making a
living from coffee farming, through times of war and @lgile peace. As a former chief,
member of the_ukiiko, as well as a colonial era administrator, he would oubtbe
politically exercised by the changing state, legislatind constitutional arrangements.
Having protested against some British colonial policiesnight have protested at a few
post colonial ones. He might also have lamented thengastan age of the traditional
Buganda authority and it’s attending custom and practicel thenk he would have been
curious about the innovations and opportunities that newntdogies and entrepreneurs

had brought to his communities.

| wonder, however, the extent to which he might haeegnised and made any
conscious or coherent representation of his own sigmificontribution to the
development story. | wonder too, when confronted witlaycs realities (and very much
aware and part of the history that has preceded them),imgights he might have drawn

about the nature of the influences that have shapetktlidopment of a country. |
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imagine that as an authoritative, well grounded pragntaistould have recognised his
own hand in it. | also suspect that having withessedetineat of colonialism, the
collapse of traditional kingdoms and the creation of nepublican independent
authority, he might also have acknowledgeddimalinesof that hand. Perhaps he might
even have been drawn to question and look further thaowmsagency to question what
enabled and / or encumbered his own intents and thos#liohaof Ugandans that over

the years have lived this remarkable (if at times t)adpwelopment experience.

This study is motivated in part by personal history bud bisoverall professional

interest. In my personal experience as well as ictlese of my professional duties |
have been challenged, occupied and eventually intellécttahpletely captivated by
guestions relating to the nature of “true” developmert;nieaning, desirability and
feasibility of participation; the role of history, culeuand context and the development of
new socio-economic roles; and the place of the ageiibyn a social setting subject to

new local and global influences and unforeseen echgessofievelopments.

Working for a local NGO alongside many others fighting HIV — AIDS pandemic in
the early 1990’s in Uganda, | quickly realised that persenatgy and commitment
aside, we faced major developmental challenges andimvgrate uncharted waters. My
encounters with development “experts” and advisors, we#ining volunteers and
philanthropists and hard pressed local workers, all broughé to me what appeared to
be some enduring simple truths. First of all our historg cultures were unavoidably

present and influential in the health and community dewedoyp predicaments | faced in
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my work daily; Secondly the communities | worked withl ltawn some simple but
profound lessons from their recent experience but tabectges they still faced were
potentially overwhelming; thirdly some of the modeld anlutions on offer were at best
ill-informed, unfortunate and naive but at worst negliget dangerous; fourthly there
remained an urgent and ongoing need to ensure that whatfer@sl@nd accepted by
way of development prescription or direction, shoulatast be grounded in the realities
on the ground and take into account the intricacies ohdigya history and social reality.
Given these concerns a study of economic developmdnhstitutional change had to

be grounded in the actual experience of development inddgan

In this study “coffee” offers such grounding. The Ugandiéeeosector has played a
significant role in shaping the development fortunedgdnda. The sector contributes
directly and significantly to Uganda’s GDP as wellradiriectly to the socio-economic
fabric and economic infrastructure. The sector’s devedopnstretching right back to the
inception of the country itself is a window through whiggpanda’s broader
developmental vicissitudes can be examined. The coffeesteds light on Uganda’s
struggle to initiate and create conditions that can taminlevelopment over a sustained

period.

As in many other developing countries, the Uganda celieey is a story of intricately
“mixed” developments. It is a story of promising stastg;cesses, failures and
disappointments as well as remarkable achievements.videnee and the insights from

this experience, combined with the appreciation and growimglaship into institutions,

14



provide an opportunity to shed new light on the challengkwe¢lopment that still faces

many countries today.

The study that follows in the next pages is a contioluio understanding and learning
about the intricacies of institutional development amainge and in particular what
enables and what constrains development. Through ffeeaevelopment story: (one of
Uganda’s most enduring and important sectors and develoshogiets) it examines
these intricacies, their historical “mix” and the natof the “mixing” that we now see as

the sector (and country) development experience.

| imagineJajja, my grandfather might have approved.

Anthony Kasozi

April 2008
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CHAPTER ONE

INTRODUCTION
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1 Introduction

This introductory chapter starts by summarising what thidysis about. It then goes on
to describe the motivation and background to the study; metdee key issues and
guestions it addresses; discusses the methodology and @ppydbe Uganda case
study; presents an overview structure and presentatitie oést of the thesis and

summarises the original contributions of the thesis.

1.1 What this study is about

This study is about the role and influence of institutiondevelopment. It acknowledges
the reasons for the recent revival of interest ititusons in economics. It considers why
and how institutions have been identified as offering anmiog line of inquiry that may
explain variations in economic development. It th#are a new examination of the
existing diverse and wide ranging theoretical ideas abbat imstitutions are. It shows
how a coherent perspective of the nature and defiratiamstitutions can be identified

and asserted.

The study then goes on to develop and propose a new, eloemsive, theoretical
taxonomy framework. The framework provided is used to @@ case history of
institutional influence on economic development. The dastory describes the
development of the coffee sector in Uganda from aitutisnal analysis perspective. In

doing this, the study uses insights from a historical eaaenple to refine and develop
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new theoretical understanding of how institutionsaeated, change and influence

development.

The study also establishes and explains how institutiawe shaped the development of
the coffee sector in Uganda, from inception and ovelatstel00 years. The study is
therefore able to use the institutional perspectiveysiallise new lessons that can be
drawn from the Uganda case history. In so doing, theystuggests fresh new insights
and considerations that are relevant for analysing atdrstanding the experience of
other sectors and countries. The study thus offers reghiis about, and opens new

avenues of inquiry into, how institutions influence ahdpe economic development.

This research project therefore brings together thieat@and empirical considerations to
address a central question and a number of subsidiarytempguestions, as shown

below:

Key Questions

What role have institutions played in the economic developmerf the Uganda
coffee sector?

e What are institutions?
o How can they be best identified, described and categ@rised

e How have institutions been implicated and influential inshaping the sector,
its economic development path and the economic developmenpexences
and outcomes?

0 What does the sector’s development experience suggéstsnaost in
explaining the role and significance of institutionggonomic
development?

o0 What key insights and implications from this study mayrore broadly
applicable to other sector and developing countries expefienc

18



1.2 Background to the study: The elusive ideal development
path

This study is motivated by questions that have developed th# ongoing quest to
identify an ideal path to achieving continuing economic deratnt. After years of
concerted policy efforts, underpinned by different thecaétnodels, there is as yet no

settled agreed, ideal, path to continual economic wetigofeir developing countries.

Today, fifty years after the early post colonial p@gand planned interventions were
launched; it has still not been possible to demoresttay undisputable best route to
economic growth and development. In the period sinc&#&eend World War there have
been a number of shifts in development policy orthodbxiially state-led planning and
state-led industrialisation gave way to export led growththan to regional and world
market integration. Subsequently the focus shifted to adydoathe decreased role of
the state. More latterly there has been an emphagisegpromotion of privatisation and

creation of less regulated markets.

Over this period there has been various studies ofileree of differences in economic
growth across countries (Brander, 1992). Explanatiorhtdifferences has nevertheless
remained elusive. “Experts” have continued to be confoundeleoyaried policy
experience of countries (Easterly, 2002). As a resudtavident that neither state-led,
and state-planned development, nor deregulation and priiatisqualify as universal

policy panaceas or guarantors of growth.
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Within the broad shifts of policy a number of theordtassumptions and associated
intervention strategies have been successively adopleghted and discarded as they
proved inadequate or insufficient to the task in hand. éffber today, the simple truth is
that there are big (and in most cases growing) gaps in temlucskills, technology,
capital, productivity and income between the "developed" andh miihe "developing”

countries (Ros, 2000; Sachs, 1997).

Furthermore, the prospects for achieving tangible improvesr{sach as those enshrined
in the so called Millennium Development Goals) areprotnising. Indeed for some of
the poorest parts of the world the goals themselves mayrappia& and misplaced

(Easterly, 2007).

Even more significant than these differences in aelmeents to date, is the fact that for
many developing countries, the dominating reality is thaivgr is variable, volatile and
unpredictable. For many of these countries developmespects are deteriorating. A

main concern continues to be the divergence of incir@geen the rich and the poor;

with the rich countries together getting richer, faster

In contrast, poorer developing countries have increashlmgn scattered all over the
development landscape. A few have experienced explogvelgmwhile a large number
have simply stagnated. Many “unfortunates” have, ever mh@stically, gone into
chronic decline (Pritchett, 1997). In an era of growing popuiatiobility, global trade
and economic interdependence, there is curiously a ggdWwimching" of productive

factors, economic activity, growth and development eogence, within communities,
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ethnicities and cities, as well as across nationabrsgistates and the global economy

(Easterly, 2001).

Given this perspective, it may be tempting to conceiv@eotloping countries as locked
in a trend of perpetual decline — the “unfortunate victiofgjoor allocation and
accumulation of resources. But the exceptions and vhiryahiexperience belie this
presumption. A number of countries have "escaped" thd tuilst others have
succumbed. This suggests that the “bunching” of growth exmesehas to be
attributable to other factors; otherwise they would bevag of explaining these

differences in fortunes experienced by different countieer the last fifty years.

Economic policy prescriptions over the period show tinatloy one, each growth
explanation and associated policy "panacea" that feas g forward has also

eventually been found wanting (Easterly, 2002) and subsequizofiped.

For example, low investment and capital accumulai@mre not led to higher
productivity and growth. In the absence of technologicahgband socio-technical

adoption and change, capital investment policies hateaen the answer.

Similarly attention has turned to focus on "humantedipin general, and education in
particular, as a crucial missing requirement. In titrteas been shown however that there
is no simple and straight forward link between develojergls of education and

economic growth. The development impact of educatiorbbaa found to be below
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expectations and to vary tremendously across countrigsh@t, 1997). Higher levels
of education clearly do not imply higher levels of regaiskill and technical capability.
Furthermore expansion of educated labour forces does neaggcdemand for the
labour. Educated labour does not necessarily engage in predactivities within the
developing / educating country and often skills are engagednifproductive activities
or end up leaving the country and joining the extensive brain hom developing to

developed countries (Pritchett, 1997).

Against this sobering reality, there has been, nevextbel continued consensus and
commitment to providing development assistance. Thibéeas primarily in the form of
official intergovernmental bilateral and multilatera &ansfers of various forms. Aid
has been provided for investment, or to address shortfakksources, technology, skills

and capabilities.

However, as Overseas Development Assistance (ODAyd®le (and debt relief in
particular) has grownits effectiveness has been increasingly calledquoistion. The
evidence suggests that higher levels of economic aid lmvedto higher levels of
economic growth in developing countries. Far from insirg@investment or benefiting
the poor it is suggested that aid merely increases thefsge/ernment regardless of

whether the receiving government policy is repressiveberdi (Boone, 1996).

1 ODA levels have, fluctuated over the last fifty yearpart reflecting changes in global political alliances
trends in economic and political policy thinking (includimgplic opinion) in donor countries and concerns
relating to world economic and political stability gmational Development Association, 2007).
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It is further noted that donors persist with extendiidigeaen when it is has been proven
to be ineffective. Alesina and Dollar (2000) found thatréssons for persisting with
foreign aid are dictated as much by political and strategmnsiderations as they are by
the economic needs and policy performance of receiving gesint~urthermore
evidence of aid ineffectiveness has not led to changesor @o recipient expectations
or performance. Donors and countries have very diffapptoaches to aid and vary in

their concern for, and responsiveness, to evident cafisésb ineffectiveness

Yet the dominant theme as far as development assgstaiconcerned has not remained
stuck on a pessimistic note. There is evidence thadriicplar circumstances, and under
certain conditions, aid can be beneficial. This hagHedolicy debate to shift onto new
ground and to emphasise selectivity (and conditionalitgdmne donors). Aid is useful
and needed but not a new panacea (Dalgaard, 2004). For exBonpigide and Dollar

(2000) emphasise the need to direct assistance to widkeresitigood.

However, as Easterly (2003: 19) points out there is mosomgle "Next Big ldea" that

will "make the small amount of foreign aid the casalfpr economic growth of the
world's poor nations". So while it is acknowledged #hdthas an impact on poverty - the
debate has moved on to how this takes place, and hbautdsbe optimally allocated to

ensure its effectiveness (Hudson, 2004).

% These include political pressures, poor informationdatd about needs and development problems, lack
of feedback about performance effects and outcomes aedtaimty as to real beneficiaries involvement
and ability to voice their needs in relation to aidedgats (Alesina, 2000); (Easterly, 2003).
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1.2.1 Renewed acknowledgement of institutions

Scholars, policymakers and politicians, are therefoogyomore tentative in their
economic diagnoses and prescriptive pronouncementsckascconsidering policy for
developing countries the question of the missing path telalement is still open. In
addition, there is growing acceptance that it is ngdorcredible to argue simply that one

prescription can fit all developing countries, regardlégsstory or context.

Following the experience of transitional economiethefformer soviet bloc, and, more
recently of India and China, it now has to be acknowledi&id'developing countries"
do not represent a homogenous body of nations with coneoitures, histories,
civilisations or institutions (Burnside and Dollar, 2000). Bleping countries cannot be
expected to follow a single optimal development pagtiayh leading to identical growth

and development outcomes.

Thus after many years of concerted and organised effacteating sustained economic
growth — it is evident that the conception of a univeysadireed common “ideal” path to
sustained economic wellbeing has been fundamentallyedigadl and increasingly
abandoned - at least for developing countri€erough the litany of failed policy

prescriptions, it has also become evident that courgttgging out with broadly similar

3 Collier et al (1999: 4] notes that in the closing deaafdbe last millennium, individual countries’
experience with growth and poverty reduction varied coreifg East Asia fared better than Eastern
Europe and Central Asia. African, Middle Eastern aatin American countries fared modestly at best.
Examining the different regional experiences — Collier sithie positively influencing role of China’s
history, “its advantageous starting points” (notablyhtgh educational levels and high life expectancy)
and reforming institutional innovations (notably theE'S) in contrast with Russia’s far less favourable
historical antecedents, including the “nomenclaturditicm” and far lower commitment to, and
understanding of, the need for long term commitment tautisn building (Collier, 1999: 6].
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resource and economic endowments can diverge consig@raadonomic forturfe
There is now greater and more widespread appreciatitne @bimplex of factors

involved and importance of context, history and cuiture

Todaro and Smith suggest (2005: 14) that “resolving problemshtevacdevelopment is
a much more complicated task than some economists \eaddis to believe” They go
on to note that historical, cultural and institutionahgiderations matter. Furthermore
these considerations are sometimes mistakenly distnéss&ton quantifiable” and by

implication of dubious importante

This renewed acknowledgment of institutions, howewerely takes the whole debate
full circle back to a re-joining and / or re-opening of tlebate about what the effective
path to development really is. The false starts, Witel/s and disappointments of the last
50 years have ultimately led scholars, analysts andypoiakers back to a questioning of
the underlying processes and the conditions that enaltérsdsgrowth and
development. The revival of interest in, and expandindysof, the nature and role of

institutions in development, has thus re-emerged as @oriant aspect of this evolution.

* Even with close geographical and socio-demographicpitis countries can face quite different
economic development challenges in practice (regardiessronon policy prescriptions) can have very
divergent development outcomes (Acemoglu et al., 2001]. At itfoas to be accepted that history and
context matter and that on the whole economists, achahd policy makers cannot arrive at singular and
effective prescriptions that determine growth and develapme

® As Easterly (2002: 25] puts it “ many times over the fifigtyears, we economists thought we had the
right answer to economic growth.... none of theseralixas worked as promised...”

® Todaro and Smith (2006 : 14) also emphasise that “Inagasitional production, raising levels of living
and promising widespread employment opportunities agsatiuch a function of the local history,
expectations, values, incentives, attitudes and bed#iet§jnstitutional and power structures of both
domestic and the global society as they are direcomes of the manipulation of strategic economic
variables such as savings, investment, product and faioess and foreign exchange rates”
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It is worth noting that this current interest in megtieistorical and institutional, while
being significant in its own right, is neverthelesstiseen as a renewed appreciation
rather than a completely new development. The Getistorical School, spanning over
100 years from the mid nineteenth century well into thentth century (and which
encompassed scholars such as Friedrich List, Gusta8atumoller, Werner Sombart
and Max Weber, amongst others) was concerned withldastiarical circumstances and
understanding differences between economic systems (biod2@01a). This school
represents an earlier, influential interest in undadstey the role of technology,
institutions and political developments. In doing so ugd to study history, identify
patterns and develop theories that could be used to exptamomic problems (Chang,

2003).

1.2.2 Re-examining economic transformation

The differences in levels of economic growth as aslthe remarkable development
transformations that some countries have experienced,l&avo calls for variations in
growth and development to be explained. The challengewfd "unify the world's
experience of variable economic growth and developmestbban restated (Pritchett,
1997: 15). Specifically it is necessary to understand betterthe leading countries
enjoy continued growth and technological progress; why suihexs are able to initiate
and sustain long periods of growth; and why some lose miwmeor remain in low

growth for long periods.
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Increasingly institutional considerations have been pthemgenda by scholars,
researchers and policy makers that have been inform#tl®mpirical experience and
evidence from everyday country development events. RI®O9) notes, for example,
that the "dismal failure" of price reform in Rusdiae "lingering dissatisfaction" with
market oriented reforms in Latin America and mostmeéeia financial crisis, have all
served to reveal the institutional underpinnings of magkehomies. Consequently he
argues that the question for policy makers is no longethghénstitutions matter, but
simply, which institutions matter and how they can lmpaed. Therefore institutional
explanations for the divergence in economic experiesewgell as suggestions as to
what institutions matter and how they matter, hayguhdo be more thoroughly

examined.

In their study “The colonial origins of comparative deyghent: an empirical
investigation”, Acemoglu et al. (2001) argue that the long evelopment of
institutions does indeed matter. They point out thavénging experience of developing
countries can be explained by differences in institutibas resulted from the different
approaches to colonisation adopted by Europeans. Followengptbnisation of,
overseas territories of the Americas, Australasia anida institutions were developed
in different ways. Where Europeans aimed to setté, theated institutions to support
private property rights leading to economic growth, whiels higher and different from
the countries where they did not aim to settle, anctfber sought merely to extract
resources and wealth. Consequently, it is suggested tiattovariations in income are

explained by the initial and persisting differences ititiigons (Acemoglu et al., 2001).
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In a related vein, questioning “why capitalism succeedlsarwest and fails everywhere
else”, Hernando De Soto’s detailed observation and asalf/she in-field experience of
developing country asset accumulation refers to “thsteny of capital” (De Soto, 2000).
De Soto examines why third world countries on the wholeédaionvert assets to capital
- even though there is evidence that they manage to atatienvast amounts of valuable
assets. De Soto points to the lack of a processahdixcprotect and enable the
transaction of capital. He argues that while in thetweach a system has developed
historically over many years and is now taken for grgntechany developing countries,
it is simply non-existent. He adds that the prospects @eveloping in the short term,
without some kind of intervention are not necesséahdy good. He also argues that
resolving the “mystery” depends on unravelling five otlrabedded mysteries - all of

which require quite significant developments of an insbitial naturé

Furthermore, hidden in the accumulating evidence pointiny &w@en a single ideal path
to economic growth, are suggestions that contextuallyifsp&xtors play a key role in
shaping countries’ development experiences. In realityyrd#ferent ways of organising
economic activities emerge over time, often with widedrying and distinctive
outcomes. For example, differing patterns of economgamsation result from and are

effective within particular institutional and culturaltsags (Whitley, 1990). Whitley also

" The five embedded mysteries that need unravelling includéhe mystery of missing information —
which leads to a misleading focus on misery and hedpéss and not on the capacity for accumulating
assets; 2. A focus on capital that has not encompassarin, including what capital is and how it is
produced and is related to money; 3. The way an indivichramercial revolution is underway, but is
being largely ignored; 4. The fact what is happening noweithind world ex-communist countries
actually happened before in North America and Europ&h&.way laws copied from the west have not on
the whole produced the kind of institutional framework timaiides citizens to convert savings into capital.
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finds that the despite continuing internationalisatibbusiness activities of capitalist
firms, countries’ key business systems have charactsrigtiating to “ownership
relationship”, “non ownership coordination” and “worker rielas and work
management” that are long term in nature and do not serdgschange quickly (Whitley
1992). He notes that in order to change business systemsadding institutional

changes are required.

This view of socio-culturally specific, resilient and gisting patterns of economic life is
supported by other studies of the value patterns and cultuatation from outside
economics. For example, it is has been argued tha bmoadly and at a national level
there are quite different constellations of values arehtations that have a profound
effect on the organisation of economic activity, apphea to innovation, investment and
paths and prospects of development (Hampden-Turner, 1993ldbisuggested that
social groupings develop commonly shared interpretatiofimyths” of reality that
inform, guide and influence behaviour, habits, capabilitiesiastitutional development
(Thompson, 1990). These “myths” similarly influence dinganisation of economic

activity.

In summary it is apparent that economists and scholaygite different hues are
increasingly acknowledging what institutional econontistge long contended: that is —
it is impossible to understand, advocate or prescribgustained economic change in

society without paying attention to history, contexd arstitutions.
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This study is thus stimulated by the frustrating paucitipstitutional - contextual
appreciation that continues (despite the failures ofgamtomic policy prescriptions) to
plague popular, policy as well as some scholarly dissas®f the growth and
development experiences and needs of developing coutitigalso given impetus by
the emerging and renewed acknowledgment of the roléareaqory value and potential
for a much richer understanding offered by institutionafistking and ideas. In this vein
Nelson and Sampat (2001: 32) helpfully recognise “a growingicioon that the
satisfactory understanding of economic performance rexgoimg beyond the lean logic

of neoclassical theory”.

1.2.3 Acknowledging institutions

On closer examination it is evident that the increaasighowledgement of the
importance of institutions has developed on a numbepoaotd. Firstly there has been a
multi-faceted revival concern for institutional considenas. This revival has been in the
form of the emergence of “new institutionalism” as vasl the resurgence of “old
institutionalism”. These two institutional traditionaue developed as intersecting,
internally diverse, but also theoretically quite distive schools of thought. Together

they have exerted a growing challenge to mainstreanclassical orthodoxy.

“New institutionalism” has emerged within the overadirfre of neo-classical economics.

It has focused attention on offering explanationsgoas that mainstream neo-classical
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economics has found problematic and / or difficult tolaxpwithin the pre-existing
dominant conception of the tradition (Harris et al, 198&w institutionalism has thus:
I. advanced theory relating to the nature of the firm;

ii.  developed theory relating to the importance of transacists;

iii.  sought to explain divergence in economic development expj and

iv.  addressed questions relating to the influence of socsagiritial and cultural

considerations on economic choices and activities.

Scholars associated with the advancement of thesénsétutional ideas include Coase

(1937; 1960), Williamson (1975; 1985) and North (1990; 2005) amongst others.

On the other hand, “old institutionalism” is best sasrm further development and
resurgence of ideas that date back to the institutiooaloguists’ ideas at the beginning
of twentieth century. As Hodgson (2004: 4) points outphistlly institutionalism (and
specifically old institutionalism) has as “as big andjasuine a historical claim to be
economics as neoclassicism”. Preoccupation with theeaf social economic systems
and the institutional factors is evident in the writing&ddam Smith, Thorstein Veblen,
John R Commons, and Wesley Mitchell and as well am&uMyrdal and John K
Galbraith (Hodgson, 2004);. The more recent (post-1990) revivald
institutionalism” has expressed itself in re-examina#iod re-validation of the relevance
of ideas and theories fundamental to old institutiot&liBhese have included :

I.  the admission and encouragement of cross-disciplingoyry;

ii.  the acknowledgement of the critical role of habitsymoand societal rules of all

kinds on economic actors, activity and behaviour;
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iii.  the conception of the economy as an open systenstaatbedded and relating to
broader systems and relationships;

iv.  the dependence of individual cognitions and perceptions arcthiral and
institutional context, and

v. the rejection of the assumption of economic actengtiity maximising or

rational (Hodgson, 2000).

Overall, institutionalism has continued to pay attentathe development and extension
of institutional theory (Schmid, 2004). This has involved aduingsand adapting
institutionalist thinking and ideas to confront contempoemgnomic problems; and
taking account of institutional considerations in understanand explaining economic

change (North, 2005).

Secondly, there is now also a growing body of econdnsitorical study, empirical
research and associated literature, acknowledging thendatriole and influence of
institutions on economic development. Grief et al. (13®84dly of Genovese traders in
the twelfth century and the Maghrebhi traders of theeglth century, suggests that
institutions influenced the development of organisationrnmaaner that determined the
paths that subsequent institutional frameworks took. In s@destitutions influenced

the nature and success of these communities’ econotities (Grief et al., 1994).

The force of findings of various empirical studies Has afluenced an

acknowledgement of the importance of institutions. A gngwiumber of studies have
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pointed towards the primacy of institutions as the decisifigence over and above
geography, endowments or location. For example Easted\_evine (2003) found that
geographic endowments, “tropics, germs and crops affectagewaeht through
institutions” and that there is no evidence of impaaror effect on policies once they
controlled for institutions. Acemoglu, et al. (2001) adéscounted the role of geography,
but found large effects of institutions on income perteagingermann and Sokoloff
(2003) noted that it is difficult to conceive of any pesses of economic growth in which
institutions do not matter. They add that "Institutionsterabut our thinking of how they
matter should recognize that they are profoundly influeérigethe political and
economic environment, and that if any aspect of institatisicrucial for growth, it is

that institutions change over time as circumstancesgefigingermann and Sokoloff,

2003: 1).

Furthermore, the research has been embraced as palk®yrsrhave sought to explain
variations in country experiences as well as the mgrynpact of similar policy
prescriptions. As a result the studies have stimulatédeiuwork in the international
policy mainstream. For example IMF economists makequdait reference to the
growing body of research into the differences in ingtihs and economic development
experience across countries and the "channels through wittutions may affect
economic outcomes...” (The IMF, 2003: 95). The agencysribi studies involving
statistical assessment of institutional measuregt@idimpact on GDP per capita have
shown that quality of institutions have a significanpact on GDP per capita. Internal

IMF empirical work carried out in relation to the A@2D03 report, was consistent with
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other studies indicating that institutional quality (asaswed by aggregate governance
measures) alone explained nearly three quarters ofdls-country variation in income
per head (IMF, 2003: 106) The IMF also notes in its Worldngoac Outlook report,
entitled "Growth and Institutions”, that whilst thedbeen long standing understanding
of the importance of institutions there had been “a geswe of interest” in institutions

(The IMF, 2003:95).

Similarly in its 2003 World Development Report titled "Sustdle Development in a
Dynamic World" The World Bank dedicates an entire chrajoteliscussing institutions,
and their role in development. The Bank notes thaptréatctice many socially worthwhile
policies are not adopted or implemented. The institutipeespective examines the
forces that work to shape and implement policies” @BR002: 37). Finally both the
IMF and The World Bank have sought to introduce measuesa@amditionalities that
advocate and support action aimed at strengthening instgyiiohe IMF, 2003:116) or
that develop norms and conventions to protect and enhaaagportunities for

sustainable development (IBRD, 2002).

1.2.4 Outstanding questions

However, it is evident from the discussion above #tkihowledging institutions is not
the same as understanding institutions. While schokanpirical and policy progress is
evidently being made, it remains as yet ambiguous and undecsidedvaat institutions

are and why and how they matter. It is necessary teegond simply stating that
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institutions are implicated and to begin to establistoime detail what institutions are
implicated, how they may be implicated. Thus both belédinition of the nature of
institutions; as well as closer examination and ciige@lanation of the role they

actually play in economic change and development, aredctalt.

Such closer theoretical review and scholarly exanonads well as empirical, descriptive
and explanatory study are the subject of this projed.stidy addresses the outstanding
guestions raised above by clarifying what institutions age tfie theoretical definition)
and then examining how and why they matter in a reatdifgext (i.e. their role and
influence). The research strategy adopted for thisiasspects. Firstly it involves an
extensive review of the theoretical literature on ingtins. Secondly it involves and
empirical study of institutions within a chosen caselgtsetting. Thus an original
contribution of this study can be seen as being this nembmed theoretical and
empirical further examination of the role of instituts in development in a specific

context.

1.3 Project formulation, focus and methodology

This research project has been formulated as an igaéet into theheoryand the
experienceof role of institutions in the development of a growargl transforming
economy from the hitherto relatively under emphasissttutional perspective. The

focus of this research project is as follows:

8 It should be further noted (and is demonstrated in tesighthat the claim of originality rests on an
examination of institutions that has never been donedydfoa way that has not been carried out before.
In addition the thesis contributes new insights that oféev considerations that may be tested and applied
in other development sectors and country situations.
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I.  Theanalysisto be carried out is focused on institutions. The stsi@dymed at
furthering understanding of what institutions are and hogwahy institutions
influence development.

il.  Thecontextof the study is the coffee sector in Uganda.

iii.  Thekey questiondeing addressed are as follows:

e What role have institutions played in the economic developmerf the
Uganda coffee sector?

e What are institutions?
o How can they be best identified, described and categ@rised

e How have institutions been implicated and influential inshaping the sector,
its economic development path and the economic developmenpexrences
and outcomes?

0 What does the sector’s development experience suggtstrsnaost in
explaining the role and significance of institutionggonomic
development?

o0 What key insights and implications from this study mayrore broadly
applicable to other sector and developing countries expefienc

The rest of this section presents and explains theeohmethodology and the approach
taken to carry out the research involving desk-based reviiseholarly work and case

related documents, as well as field work involving stredunterviews and focus

groups.

1.3.1 Research methodology

The chosen methodology for research reflects twonkethodological choices. The first
is a choice of overall research approach (whetherdossha quantitative, qualitative or

mixed method approach), (Creswell, 2003); and the second, @svalfurther choice of
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research strategy within the initial overall approacthéWier to carry out an experiment,

survey, archival analysis and review, history or case st(din, 2003).

Table 1.1summarises the approach taken to selecting a methodmppgyach and
research strategy for this study.
Table 1.1

Overview of approach to selecting a methodology for the study

Type of methodology Chosen Rejected

choice

O [OI[NONOETEUNCEEEENRN o Qualitative Approach | ¢  Quantitative Approach

approach e Mixed method
Approach

Choice of research e |Initial Literature Review e Experiment strategy

strategy to use e Followed by Case Studye Archival analysis
strategy; History
strategy

The first methodological choice was in relation v@i@ll approach. The approach chosen
for this research project was to carry out a qualitatiuely. This choice of approach was
determined by the following considerations (Creswell, 2003; 19):
¢ the research questions to be tackled were open endedthe study is about
“what” institutions are; what their role is and “howaid “why” they matter
e there was a need to study the historical context and theder in which the
analysis was being carried out:- the study examines institutions as well as the
history and sector within which they are manifest — he.doffee sector and
Uganda
e there was a need for researcher intervention to cross mfence, relate and

interpret and comment on the emerging information:— the study involves
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detailed formulation and framing of the issues and persgsdd be examined
and iterative review and testing / reframing of the aialy

e the research involved interacting directly with participants in the field work
and formulating and reformulating conversations to elicit thenecessary
information: — the participants expected the researcher particijyaitlyg in the

interviews to facilitate the discussions and carry batihterviews.

Alternative approaches to this research consideredtiverguantitative or mixed method
approaches. For the reasons outline above — quantitativenixed method approaches

were not appropriate for the study and the qualitative agpravas preferréd

The second methodological choice for this study weet \wpecific research strategy to
apply. Two complementary research strategies weresohos this study. These were: an
initial literature review; followed by case study resbaiThese are discussed briefly

below.

The initial research strategy selected was a litezatenriew of scholarly works. This was
selected to address questions relating to theoreticaltaefi(‘What are institutions?).
The second research strategy selected was case stadycte This was chosen to

address questions of influence and role (“How and whyrdigtutions matter and how

° Quantitative approaches are specifically considered appsbpriate when testing or verifying very
specific theories or explanations; identifying variabtesstudy; collecting, observing and measuring
numerical data; carrying out statistical analysis prodedures. Mixed method approaches can be
considered when there is a mix of the requirements apf@iéabquantitative and qualitative approaches.
(Creswell, 2003)
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did the influence economic development?). The literatewew and case study choices
were preferred to the alternative choices of strat€bg alternative strategies considered
(and rejected) were an experiment strategy, an arcinzdysis strategy; and a history

strategy.

The literature review was selected as it is bestgtatenswering the type of questions
that the initial part of the research needed to addi¢ese were questions that were
theoretical and definitional. They typically relatedestablishing questions such as “what
institutions were”, “how many types of institutions therere”, “who had defined these
institutions” or “where the authority for the definitionss from”. None of the other

strategies would have been as well suited to address tuestiort&

The case study strategy was selected for the secondfplaetresearch as it is best suited
for addressing exploratory, definitional and / or explanaguestions. This strategy was
better able to address questions like “why institutions niatet “how they influence
development / how they matter”. In addition this siggtalso allowed examination of the
social — historical context and could accommodate tHegaraus boundaries between
the institutions being analysed and the context within vthey lay. As both were of
interest it was necessary to have a strategy tlmaved the researcher to examine both,

and to establish the relationships between them withexihg to strictly differentiate

9 The experimental strategy was rejected as it invok&ting predetermined closed statements or
guestions and verifying predetermined theories amdhyjpothesis. It is therefore typically concernechwit
verification rather than exploration. An archival analysiategy was rejected as there were no specific
archives to be examined. A history strategy was rejdotdtiis part of the research because the matter in
guestion was not to do with establishing the historipstitutions.
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them before hand. In addition this strategy enabledttits $o be exploratory,

descriptive and explanatory as required — in order to artb@equestions being posed.

In order critically to examine the role institutions playdevelopment, a case study of a
real country experience is therefore seen as a negessaplement to the theoretical and
analytical work examining institutions covered in this gtugkamination of a specific
country case experience enables the study to locatesirthé¢ theoretical relevance of
insights about institutional influence and change wighttélp of actual historical
experience. In addition the case work makes it posgildamine the processes
involved in development and to do so considering the evalati@vents and outcomes
over time. Hence by using a specific case, the studytisriaced to yield insights that
are theoretically robust, contextually grounded and caupported by contextual

evidence.

More generally the case study strategy enables inquoythe theoretical relevance and
useful insights that may be drawn. It allows for bretirederstanding of the background to
the conclusions, and therefore their usefulness as @&@lopmental conclusions that
are potentially applicable in the contexts of other tgeg countries. While Uganda
(and the Uganda coffee sector are specifically chasethé study, their experience of
significant institutional change and mixed economic aut® provide conclusions that
are analytically generalisable and available to be apphedested within the contexts of

other sectors and developing countries.
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1.3.2 Organisation of the research

In order to address the key questions, the researchwasrganised to cover the
theoretical issues raised by the questions as well gether and review information that
could provide insights into the coffee sector. The work evganised to encompass desk
based and field based research. Information and dataefetudy ranged extensively
across different subjects. The study examined differdmtlas’ perspectives and used a
variety of sources. Sources used included published literagperts and surveys, field
work involving individual interviews and group discussions. Titeeature reviewed as
part of the study was drawn from across the sociahsegecovering political scientists,
anthropologists, sociologists and some legal viewpainasldition to a broad range of

economists’ perspectives.

Considerable effort and time within the overall resleavas dedicated to preparing and
carrying out the fieldwork interviews and focus groups thak pplace in Uganda. The
interviews and groups involved meeting, interviewing and digogisgiestions and
issues relating to institutions, culture and developmemiad as the history and socio-
economic development of Uganda (generally) and of caffearticular. Interviewees
and focus group participants included professors and teacharservants, regulators,

entrepreneurs and business men, farmers, NGO workersambdévis of Parliament.

The research also drew on used reports and surveys mglmtiernationally published

reports from development agencies and authorities aswélcal Ugandan reports and

papers from coffee sector trade bodies and local regsilator
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The research represented in the study, was carriecetwaedn April 2003 and December
2006. Chronologically it covers developments in the jgeti®00 — 2004: from the
inception of the coffee sector to the establishmethe®fNRM government and

associated reforms and institutional developments.

The study was organised into the following steps:
a) an initial phase of desk based research and design veamlikdeto a selection of
initial field work interviews;
b) a second stage assessing the initial field work findiregsyiag out further desk
research and designing further work;
c) athird stage of field work interviews focus groups; leading

d) a final stage of analysis, findings and concluding remarks.

Appendices 2 to 4 provide descriptions of the approach armhfieework carried out,

including a summary description of the interviews and faeosps involved.

Initially the research was organised to progress frosk desearch to field work with the
intention of using the fieldwork to gather informationt tessumptions and identify /
draw insights that could then be gathered back and retated tnitial questions and
early theoretical work. As the research unfolded it becavident that an iterative rather
than linear approach to the research work was neededwasibecause the initial field

work indicated the need to revisit the theoreticahieavork to further develop the
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institutional definitions to make the framework bettéapted to the task of analysing the
experience being uncovered. In addition the field intarsigdicated the need to focus
more specifically on participants in the coffee seatmt to understand their views of the

coffee sector and the story of its development toutsent state.

The research work as it developed was therefore dastiein 4 iterations between desk
based development, interpretive work and field based ieterand focus group
discussions and thesis drafting. Each of the iteratmoisthe study a step further,
leading to further refinement of the next research stepedl as continuous updating of

insights and conclusions being drawn.
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Figure 1.1 shows the overall study design showing typsswces and nature of work

carried out.
Fiqure 1.1
Overall Study Design — Sources and Key Steps
Role of Institutions in Development - Uganda
Sources Preparation
e Country Context and History
Author's e Key Research Questions
Knowledge & Definition, Taxonomy & Field Work Design
Experience

Initial Field Work

Literature ¢ In-Country Interviews
Reports &

Surveys

e Interpretive Work
Implications for Further Study

In — Field Secondary Field Work
Interviews ] e In-country Focus Groups

e Interpretive Work

Implications for Thesis Development

Coffee Secto

Specific .
Focus Groups Thesis Dev_elopment Worl
e Further theoretical work
e Drafting

Testing

1.3.3 Ensuring research validity and reliability

Particular attention was paid to ensuring the researcloagprstrategy and execution of

the research was in line with best practice standardesign and study. This was
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achieved by ensuring that the research was design andicautien a way that ensured
its validity and reliability. In particular the authaok the following specific actions:
a) The approach taken to gathering and interpreting the datdesam to ensure
that the study was constructed in a way that utiliséid saurces of information.
This was achieved by:
e using multiple sources of information;
e checking sources provenance and implied credibility;
e inviting interview participants to comment on and make suggesabout
data choices.
b) Care was taken during analysis to check that informaitiahdata were being
interpreted in a valid way. This was achieved by:
e cross referencing findings and comments between availebigtlre,
reports and interviews/ focus groups;
e admitting and testing possible alternative explanations;
e inviting comment from interviewees, other peer reseaschied
supervisors on interpretations being drawn;
e presenting findings at an academic conference and in pe&shops;
e cross referencing interpretations with theoreticatéture;

e carrying out a final “common sense” checks for consste
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Finally care was taken to ensure reliability by preparingtguesaires beforehand
including: reviewing them before use; recording findings cédlyefwritten and audio)

and collecting and storing information consistently arectif/ely to avoid confusioh

Table 1.2 below gives an overview of the key reseaeghsskey case findings and their

use in the study.

™ Information from the field interviews and focus groups waisally recorded using a digital tape
recorder. Notes were also taken. The information fiteertapes and notes was then referenced to and
integrated with studies, reports and publications about dégamistory, and development and reports and
interview information and papers from local scholardustry commentators and sector workers.
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Phase
Preparation

Initial Field
Work

Secondary
Field Work

Thesis
Development

Table1.2

Research work, key findings and use in the study

Work Done

Sources Use

Key Findings

Use in this study

Context settin
Setting key
guestions
Initial
Methodological
design

Authors own
knowledge and
experience
Literature review

Problems of developme
Problems of definition of
institutions

Criteria for case study
selection

Research considerationg

Designing the
study

Selecting the topic
Planning the work

In-country
interviews
Interpretive work
Thesis
formulation

Report:
Interviewees in
Uganda

Confirmation of coffee a
a vehicle for study
Institutions mattered —
through roles and impact
on attitudes

Key role farmers play
Need to explain why
institutions change

Analysis and thesi
formulation
Identification of
key insights
Listing of areas to
be pursued further
Update and
rescheduling
design of study

In-country

Focus groups il

Confirmation of key

Confirmation of

interviews Uganda issues and insights key insights
Interpretive work | Literature review | Emerging Formulation and
Thesis (focus on Importance of external | testing key
formulation, explaining events and different responses to
review and institutional levels of rules on questions -
discussion change) explaining change interpretations

Persistence of institutions

over time

Prevalent Mixed attitudes

and motivations as well

as mixed perspectives

towards future prospects
Testing Notes anc Why institutions matte Final draft of
Drafting summaries Role of institutional thesis

Review

Initial drafts and
working papers
Literature review
findings

dynamics

Impact and development
in of institutions in coffee
sector in Uganda
Impact on roles and
growth / development
Insights for other sectorg
— additional work

Confirmation of
contribution being
put forward
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1.3.4 Research contribution of the fieldwork

The fieldwork interviews and group discussions proved invaluabiources of new
information. They provided insight into historical eventd developments in the sector,
testing and corroborating views and assumptions gathemedather local sources or
arising from the literature survey. Field interviews amcus group discussions were
particularly helpful in surfacing, testing, and putting iperspective, experiences and
implicit knowledge about coffee and Uganda'’s history, withéhauthor had gathered

over the years as a young man growing up and living in Uganda

More specifically the fieldwork helped to underline the imiance of, particular
institutions and influences as experienced by some of thosently directly involved
with them, in various roles and from different perspest Whilst theoretically it was
possible to identify, for example, which special typémstitutions matter most at
critical junctures, the fieldwork presented real peogiteations and examples that

described actual situations and experiences that tesbfidwast

Furthermore the interviews and focus groups allowed histiceieents and their effects to
be “brought back to life” re-examined and discussed andabh&iomes and implications
to be explained, challenged or clarified. In this way télkelfvork enabled the study to
become more aware of, and sensitive to, how instituaosinstitutional influences
operate in different ways and at different levels.dditon the fieldwork findings
practically revealed and highlighted the subtleties aralinking of institutional

influences across domains and over time. These impamntaghts from the fieldwork
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contributed to the analysis and conclusions presentiisistudy and are discussed in

more detail in chapters that follow.

1.4 Uganda as a development case study

Before proceeding further into this thesis, it is neagsto introduce Uganda and the
choice of the country and its coffee sector as tee eaample that is used in this study.
Firstly some points of essential historical backgroundiitie country are needed.
Secondly the choice of the coffee sector as a \efoclexamining the country’s

development experience has to be explained.

1.4.1 Introducing Uganda

Over the last 100 years Uganda’s development story hexs lodien presented as a story
of complicated societal interaction characteriseddazyoseconomic and political
evolutions, revolutions, continuities, disruptions, dadsarts, and unforeseen
developments. It has, however, never been told samad simultaneous institutional

change.

The different institutional story given in this studifeos the opportunity to deepen
understanding of Uganda’s economic development and hist@mnamises better
explanation of developing countries’ entry into a newdenof economic existence,

within a global economic reality. It also better kxps the role of new socio-economic
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and political relationships and interactions, new regutatiidentities, opportunities and

associated challenges and constraints.

The Uganda that exists today is chronologically aixelbt recent creation. Before the
late nineteenth century, Uganda as we know it today digéxist. There was no nation
state, no internationally recognised boundaries and garitdan” peoples. There was
also no unifying legislative or political system andgmvernmental authority over the
territory we now recognise as a unified independent stagelafe nineteenth century
thus provides a chronological “back stop” as well agistapoint to the development

story of modern Uganda.

It would make no sense to review the effect of instititias exist in Uganda today on
the economic development prior to that time. It als&esano sense to examine today’s
institutions without acknowledgement of their emergemeahange since the early
twentieth century. Like other former colonial developiogimtries Uganda has over the
last one hundred years, since colonisation, gone throdgimaatic history of unfolding
political, economic and institutional eras that haweulht it to its present day
incarnation. Each succeeding socio-political era has bearacterised by its own
institutional developments and attending economic dpwedmt outcomes. The
institutional changes that followed colonisation openagehsocio - political and

economic pathways which rapidly led to the transfoionadf the country.
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Across colonised Africa the transformation of soewtivas typically swift and

disruptive. Typically transformation involved a seriépwotal events, significant
influences, and path shaping developments that leddespiead, often fundamental
socio-economic change. In the case of Uganda, tlmnglagy of significant events may
be simply summarised: the country was first colonielyymed, then territorially
delineated, politically subjugated, administratively regulagednomically re-directed
and eventually nationally and internationally politicalizcognized. More latterly it was
also nationalistically emancipated, politically reates, internally disputed, economically

disabled and then most recently politically and econaltgice-borr?.

Over the last fifty years, Uganda has therefore egpeed relatively volatile and at times
rapid economic growth and transformation (Bigsten and kMuge2001). Recent as well
as past economic growth and change in Uganda has hepdeat by far reaching
institutional change. Policy makers and scholars hatedrtbe economic significance of
the institutional transformation the country has eigrexred (Bigsten and Mugerwa, 2001
and 1999; Kreimer, 2000). Yet the role and influence of ingiitatin the country’s
development has not been specifically examined andiagplaA theoretically informed
assessment of the empirical experience, based ondeanecategorical definition of
institutions as well as explanation of institutionadnge, has as yet to be made. It is just

such an assessment that is the subject of this study.

12 See Appendix 1 for a Uganda chronology of events fromnésation to the present day
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1.4.2 Introducing the Uganda coffee sector

The focus of this study is on understanding institutionstia@dole they play in

economic development in the Uganda coffee sector.ca$e work offered as part of this
study is distinctive because it does this through thedémsstitutional analysis and
assessment. It is also distinctive because it reagwas the country’s experiences of
socio-economic change and development with a diffexpproach that is capable of

yielding new insights.

The case study is able to do this effectively becausseg a selected, well-defined social
economic setting and entity: the Uganda coffee sette.study examines the
development of the sector using the taxonomic desanipisaresearch vehicle to draw
out the influences, as well as the developmental pa#ws and old, that have created the
economic realities that Uganda as a whole experidnday. The case study examines
the experience of the coffee sector as a contained,dstablished and reasonably well
documented, microcosm through which institutional changerentble institutions have
on development and growth can be examined. The coftterdberefore offers an

appropriate entity for use to examine the role and inflesmf institutions.

The transformation of the Uganda coffee sector hasainy ways echoed the changes in
the wider society that the sector is part of. Socifkysector emerged and developed

new organisational entities. Economically the seetgoyed as well as suffered from the
vicissitudes of change and growth. Politically the segtew in role and significance and

stretched in influence and dependence — locally and globllys doffee and its
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development course can be seen as epitomising the shavegietime that Uganda as a
nation has experienced in its wider developmental tvamsftion from hesitant

colonisation to independent African state

The sector’s significance in this development story d&oves from the coffee sector’s
sheer economic and social significance to the coudggnda today is a leading African
and international coffee producer and exporter. It igcAfs second largest producer of
coffee after Ethiopfd and the fourth largest world exporter of Robusta Caffébe

world (Ponte, 2002).

The Ugandan coffee sector is renowned for the high gualits Robusta. The sector has
a large geographic and socio-economic footprint. In thetyfeve years to 2005 coffee
contributed approximately of US$ 250 million a year to Ugamdaport earnings(Note
that Uganda’s GDP is circa US$9300 million a yEaBetween 2000 and 2004 coffee
earnings have accounted for just less than 20% of expoihgaf. Coffee cultivation
stretches across significant parts of the east, saghand north west of the country.
Coffee engages 500, 000 families as smallholding farmeessddtor is believed to

benefit about 3.5million directly and employs, dirgat indirectly, about 5 million

13 The creation of Uganda a protectorate marked the culiorinatta British colonial interval of somewhat
mixed intent. The interval curiously combined dispardigioels, commercial, exploratory and colonising
concerns with the meddlesome representation of that&s of missionaries and philanthropists, agents of
the Imperial British East Africa Company. Uganda wasited as a result of the collusion and competition
between varied foreign interests, traditional rulesiafiuential local and foreign notaries. As
Kanyeihamba (2002; 4 - 5) notes often local rulers dicunderstand the implications of agreements they
were signing and the colonial interest at the tims m@t peoples but spheres of influence, strategic
advantage and trade or commercial gains

14 Historical production figures complied by the East Africcine Coffee Association

15 Export value data compiled by East African Fine Coffessociation from industry data

'8 The World Bank Development Databankktp://www.worldbank.org(28/04/08)

" Data compiled by East African Fine Coffee Associatinrretent years coffee earnings have fallen by
60% due to lower world prices and lower volumes (In paesalt of the spread of Coffee Wilt Disease
which since 1996, is said to have destroyed about 45% ofdbetokes)
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people through which it impacts the livelihoods of aboutlliimiUgandans, which
equates to approximately 25% of the populatiofihe coffee tree crop yields two
harvest seasons - in line with duality of the rain patte concentrated in November to
January and June to July. Socio-economically this mdsah$armers and others in the
sector can be involved in some way with the businessnoling, processing and trading

the crop all the year round.

Coffee thus not only represents a large number peoplevdl it is grown and marketed
means that it defines social activities that are ting @ssence of life in significant parts
of southern and eastern Uganda. Coffee is at oncéharghine time rural and urban,
modern and traditional, domestic and internationalgexdous and foreign, public and
private. Historically, socially, economically and tiigtionally the Uganda coffee sector
is clearly an excellent vehicle for examining the Ugandevelopment and institutional

change experience.

18 UCTF 2004/2005 Yearbook and Focus Group discussions
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1.5 Structure and presentation of the thesis

The rest of the thesis is organized as follows.

Chapter two examines the idea of institutions. Whilsitutshns can be presented as
broad in conception and lacking in coherence, in facbnéirmiing body of scholarship
means that, progress in definition has actually beeten@hapter two makes a
significant contribution in that it effectively takes the challenge of navigating the
literature and drawing out coherent strands of thoughiridacate how further progress
can be made. It reviews a large body of literature sgmténg the diverse, differing and
at times confusing scholarship relating to the idea otut®ns. It settles on a coherent
defensible definition of institutions. The chapter sholes further progress can be made
by addressing ambiguities and conceptual confusions and puttimgréi some defining
characteristics of institutions that enable us to stetes clearly and coherently what
institutions are and what they are not. It goes furtlyewffering some criteria to sort out
what may or may not qualify as an institution. In sanddhe chapter significantly and
distinctively advances the requirement for a moraitbet singularly presented taxonomy

of institutions than has hitherto been available.

Chapter three addresses the requirement raised in theys&hiapter by proposing a

taxonomy of institutions. This further contribution igreficant because robust taxonomy

is essential for the study of the role of institutiongdevelopment. The chapter
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establishes that the requirement is to consider in sotaé weat the various forms of
institutions are and how they may be differentiatetle Ehapter starts by drawing
attention to the challenge of creating a taxonompstftutions. It elaborates on the
different forms of institutions that exist, identifyilmgw they may be differentiated, the
different socio-economic roles they play and théed#nt ways they are experienced. It
also briefly reflects on how the different typedrtitutions become manifest and notes
their dependence on each other and / or other soci@idindal factors before
considering how they may be classified as sub typdsnitiie broader definition of

institutions.

The following three chapters, (chapters four, five anjlari® best seen as acting together
as a set that bridges the theory and the practice. Fdmears are significant because they
identify and develop a new and relevant case history. Uibeyhis case history to
examine apply and test the usefulness of the taxontwncyt. They also focus on
insights and learning from the case that can inform futtieoretical development as

well as generate insights relevant for other developingeand countries.

Each of these next three chapters has distincteasasf focus. The purpose of chapter
four is to examine the development of the Uganda Coffemsfrom an institutional
perspective. The chapter identifies the different kindasiftutions involved in the
development of the Uganda coffee sector from its incett the end of the nineteenth
century. In doing this it is shown that the completera@she development story depends

on a refined understanding that differentiates variousstgpestitutions, the roles they
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play and the varying levels of influence they had. The chatde reveals that it is still
necessary to:
e further develop the initial taxonomy of institutions ider to take into account
the different levels at which institutions may be idfead;
e provide an adequate explanation of why institutions changevag they are able

to exert such decisive influence on socio-economic agtwitd development.

Chapter five is an important and pivotal chapter. Itewsi briefly theories explaining
why institutions change. In particular it examines themxto which theories advanced
are helpful in of addressing institutional change questiaised by the case example
studied in the previous chapter. The chapter specificdtly @y institutional change
takes place in a particular society or domain and hevedmplexities of change across
domains and hierarchies may be explained. The discussibis ichapter concludes that
that the coffee sector case example raises issuesati@ot be adequately explained with
preferential reference to endogenous institutional chtdregey alone. Exogenous factors
and influences have to be admitted as plausible thealretiplanations. In addition other

change influences and considerations also have to heegddo.

Chapter six provides the concluding insights and explanefitme reasons why
institutions changed and developed and in so doing influermmeebmic change and
development within the coffee sector in Uganda. Spmpadijithe chapter examines the
role of endogenous and exogenous events and considewtmnigal institutional

change junctures, and discusses the influence of higddowaer level institutions had
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on shaping institutions in decisive ways and the evideattsflobservable within

development of the coffee sector.

Chapter seven concludes the study. It summarises thesiagldressed in the study, the
main conclusions and insights of the study, relating taléfi@ition and classification of
institutions. It examines how institutions change anceisential role they have in
influencing and shaping development. The chapter discusesethk insights from this
study might inform the ongoing study of institutions ivelepment and this may have
for policy makers. The chapter ends by pointing to questmiasd by the study as well

as commenting on what still remains to be addressed@rdrther examined.

1.6 The original contribution of this thesis

The original contribution of this study is specific andltifaceted. The thesis:
I.  furthers the development of institutional theory;

il. it tests the application of that theory in an origicase history study of Uganda
from an institutional perspective;

iii. it identifies and establishes the role of institutionthimdevelopment in a key
sector in Uganda;

iv. It uses the learning from that case study to refine andajetige theoretical
explanations of how institutions change and influenceldpugent; and

v. it offers insights and explanations of developmentahatelevant for other

sectors and developing countries;
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vi. it reveals new ways of applying institutional theory andlgsis to explain change

and development in an economy.

This thesis therefore draws attention to importantsafas of present concern to
researchers, policy makers and citizens alike. Selextentries are often held up as
development models and the reasons for their economimes paraded (e.g. political
will, development aid and assistance; skilled peopleescto markets; inward
investment and so on). These explanations on theirdowrot illuminate the actual
processes and influences that play the essential rodeedting the circumstances and
successes that are so often reduced to journalistic slagdrsmple macro-economic

representations of performanteéviore detailed, considered studies are called for.

This study is a more insightful and educative work tlegtsgoeyond mere description of
outcomes narrowly based on a lean logic of capndliavestment. It also goes beyond
merely drawing reference to panaceas that have alremhyfound wanting. The thesis
reaches further back and extends deeper into a couexpésience to seek out relevant
contextual information as well as specific experiemt&h with which to further examine
the nature, role and experience of institutions in ecandevelopment. In so doing this
work takes existing scholarship further and also opens u@muenues for further

studying the role of institutions in development.

This thesis should be of particular interest to thes&isg to draw out common insights

and possible implications for institutional design andgyataking. Today not much

19 References often liken them to fast growing Asiammemies and refer to them as “tigers”
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work currently already exists that pulls together theylaf theory - looking at old and
new institutional economics, locating the role ofsbeial and cultural, reviewing the
evidence from country's recent economic histories am@d¢tual experiences of key
players and interest groups. This research is therattivanced as a contribution that
will be of interest and value, in differing ways, &searchers, students, policy makers

and entrepreneurs concerned with economic developmentargsties influencing it.
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CHAPTER TWO

INSTITUTIONS: DEFINITIONS AND PERSPECTIVES
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2 Institutions: Definitions and Perspectives

2.1 Introduction

This chapter examines the concept of an institutiomutpose is to show that whilst
institutions can be presented as having become broaddem@mmn and lacking in
coherence, in fact, a continuing body of scholarshgrheant that notable progress in
definition has been made. Consequently, it is suggestedtre further progress may be
made by clarifying what is settled and defined; what is usefdlinforming; and what
may be set aside as distracting and potentially unhelpfid makes possible the
proposal of an unambiguous set of criteria for defining wisdititions are. Using these
criteria, definitional ambiguities and conceptual confusioan be addressed and
essential characteristics of institutions crystadliSehis then clears the way to a more
informed consideration of differences in types ofiingbns, within a broad, but well

defined and coherent, conception of what may qualifynassitution.

This chapter starts with a brief reflection on why &oav the notion of institutions has
developed to become widespread in use, and lacking in caketethen reviews some
of the diverse and differing scholarship relating to ¢eaiof institutions outside and
within economics; recognising the differences in perspectheoretical provenance and
foci of interest that has developed. It shows how pssjhas been made and suggests
that clarity may be best served by dealing with questelasing to external boundaries
(what qualifies and what does not qualify as an instititioternal differences (not all

institutions are the same); and robustness (what breadtdepth of definition is needed
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to be able to “contain” the different aspects of whatifjealas institutional). In
conclusion it is suggested that whilst progress has inaele, for the study of the role of

institutions to be advanced further, a more detailed taxgris essential.

Surveying the various uses of the term “institutions” @vglent that within economics
and across other disciplines in the social sciencesethe“institution” is not commonly
defined or consistently used. Surveys and reviews of tibeenaf institutions repeatedly
reveal and affirm the variety of characterisatioel@dn and Sampat, 2001; Hodgson,

2000; Hodgson, 2006; Searle, 2005; Hall and Taylor, 1996; Scott, 2001).

Within economics the notion of institution to thoseommhed by the “old” institutionalists
tradition, will include consideration of habits, rulesdamdividual agents within an
institutional and cultural context. It will also encorspan evolutionary process of
change and continuity, as well as an appreciatioaashing that can be conscious or

tacit and that is related to habits (Hodgson, 2000; 2006).

The notion of institutions to those informed by the “ha@wstitutionalist tradition will
place greater emphasis on the individual as the prionaityof analysis and consider the
development of institutions as a choice response tognablaced (Hodgson, 2000;
Harriss et al, 1995). Fundamentally different assumptigisestly inform and underpin

the different schools of institutionalist thinking (Hodgs®898).
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In addition the definitional ambiguity has been affedigdhe way the study of
institutions has embraced contributions from other plis@s (Hodgson, 2000). As a
result institutionalism has developed into a very broadoth@ncompassing quite
different and distinct schools of thought and an exteresikaey of scholars.(Hodgson,

2001; Schmid, 2004; Hall and Taylor 1996).

It remains the case that that there is no singlegr@nt development of the notion of
institutions. Nevertheless, that there exists a cocewndiderations and ideas that define
institutions and institutionalism. Consequently | arguerdflelson and Sampat (2001)
and Hodgson (2005) that the definitional cause is not lossakimg the quest for a single
notion of institutions is not the same as being unameckwith the issues of definitional

boundary and clarity of meaning.

What is needed now is to go beyond broad understandingreogpecific clarification.
An ordering of what is settled and understood about theeaf institutions is clearly
possible and needed. Such an endeavour has to starhveamination of the different

perspectives of institutions that have emerged and beetoadpén defensible currency.
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2.2 Perspectives on institutions

2.2.1 Political science perspectives

Different disciplines within the social sciences ugteent labels and often have quite
different emphases on what their conception of imstihs comprises. Within the
political sciences institutionalism has developed soneslof scholarship that mirror in
part sociologists and economists ideas on institutismalin political science, analysis
focuses on how institutions influence decision making aedlévelopment, or adoption,
of public policy. This includes, for example, institutionghe domains of redistribution,

regulation, democratization, modernisation and libeatibn (Reich, 2000).

Under the overall umbrella of contemporary institutiesral different schools or
perspectives of institutionalism are identifiable. The sthbave a variety of approaches
and assumptions, some of which echo, but are not neitgssanceptually consistent
with, perspectives and ideas in sociology and econoimasand Taylor (1998) identify
the three overall schools of thought of contemponastitutionalism in political science
as being the historical, the new economic (or ratichalce) and the sociologiéalEach

of these schools can be associated with particupgcss that distinguish them.

2 Hall and Taylor (1998: 1) note that each of theseashmall themselves “New Institutionalism” even
though they “paint quite different pictures of the politiearld”
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Within political science “Historical Institutionalisms iconceived of as being more
descriptive in natufé It approaches the analysis from the perspective ofdbr
organisations and the rules and conventions associatednganisations and entities
active in the polity. The perspective it takes cenbresrganisations and institutions of
the state and how the routines and norms embedded wighdifférent structures create
interests that have particular political outcomestdilisal institutionalism is also
concerned with the realities and imbalances in povarekist, and how these affect the
development and operation of institutions. Institutiom$ @arganisations are seen as
affecting political activity, influencing behaviour along pautar lines of interest and
determining actors’ choices. Actors, institutions and oggitins are seen as affecting
outcomes. Notions of path dependence and unintended consexjaemeeknowledged

as being relevant in this regard.

As regards definition, historical institutionalists chagaise institutions as “the formal
and informal procedures and conventions embedded in the otgarasatructure of the
polity or political economy.” (Reich, 2000: 505). Histotigsstitutionalists are portrayed
as being “eclectic”, willing to take a “calculus — stgpte as well as a “cultural —
embedded” view of how institutions are created, develapr@fuence behaviour. In this
respect they are willing to see individuals as havingsals and preferences and

selecting strategies to maximise benefits. Institutamesseen as affecting behaviour by

2 This is a (misconceived) charge laid against “Oldtiminalism” in economics (Hodgson 2004); whilst
it may also be misconceived in political science, itriportant to note that “Historical Institutionalisra’

it has been conceived in political science is quiteedhffit from “Old Institutionalism” as it is understood
within economics.
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promoting certainty about how others may act in givezuanstances (Hall and Taylor,

1996).

Historical institutionalists are also seen as willingemphasise that the behaviour of
actors is tied to the world view which actors live watid in. Institutions thus act as
templates and filters for interpretation and actioth affect actors identities, preferences
and choices. Past policies have influential effects timspaf future decisions and
outcomes. The role of different interests and grosijdso acknowledged (Hall and

Taylor, 1996).

Also within political science, “new economic institutalists” (also referred to in

political science as “rational choice institutionadi$tborrow ideas from what economists
would recognise as the new institutionalist perspectieanomics. They emphasise the
mechanisms by which agents make choices to achieveddsied goals by considering

the costly alternative of making deals and taking aatibimout institutions.

New economic institutionalists take a rational chgieespective of socio-political and
economic life. Actors are seen as having fixed preferesmee seeking to maximise
benefit. Like the other perspectives they emphasisertgeing struggle for power and
the ongoing collective learning. However they also patiquaar attention to the series
of collective dilemmas that face groups. It is in rexgeoto these dilemmas that agents
are seen as developing responsive strategies and valuaiblgiams. Institutions then

play a role in structuring the interactions that ati$ence new economic institutionalists
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contend that the institutions that develop and survivéh&renes that are selected by
virtue of being the most valuable and effective at resglthe collective dilemmas

facing the group (Hall and Taylor, 1996).

“Sociological institutionalism” draws on institutiondeas in sociology, as the name
suggests. The argument here is that institutions areséestas being culturally specific
and embedded in particular cultural settings. Institutioeslafined more widely and in a
way that “breaks down the conceptual divide betweertitin®ns” and “culture” by
including “not just formal rules, procedures or norms, batsymbol systems, cognitive
scripts and the moral templates that provide the fsamheneaning guiding human
action” (Hall and Taylor, 1996: 14). Sociological institutalism conceives of
institutions as influencing not only the choices, but aiskividuals’ perceptions and
imaginings off the choices. In so doing institutionsseen as impinging on the self

images and identities of actors (Hall and Taylor, 1996).

In political science it is evident that the demarcabetween old and new
institutionalism does not exist in the same way asamemics. In particular, the ideas
corresponding to historical institutionalism cannot eatly mapped to ideas normally
associated with new institutionalism in econorffidsurthermore the eclectic borrowing
of ideas from the economics and sociological instihatist perspectives does not
necessarily reflect some of the underlying distinctiorsssumptions that are evident in

those disciplines. From a definitional stand point,Hiséorical institutionalists’

2 Contemporary analysis is seen as encompassing aspedatstinationalists from the economics tradition
might view as being informed by the old institutiontgtisrspective
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juxtaposition of the rational choice and cultural apphes leaves unresolved ambiguities
as to the nature and defining characteristics of ingintstilt also raises broader questions
as to the underlying assumptions about the nature of chdil/action, the relationship
between agency and structure as well as considerafioims order of precedence

between actors and institutions.

The sociological institutionalist perspective leavesnténal ambiguities about the
difference or boundaries between culture and institstitiralso raises questions about
the assumptions being made regarding agency and deternftasional choice
institutionalism leaves questions about the assumptelasng to actors’ preferences and
choices. Furthermore additional questions may be raismdt #ie variety of institutions,
and in particular the nature of organisations, statesarah. As a consequence it is
possible to see how within the political sciences thetglaf what institutions are, and

what they are not, (as well as how and why theyrdheential) is obscured.

2.2.2 The law and economics perspective

In the law and economics tradition, conception anchdifn of institutionalism is far
less developed. Institutions and institutionalist analysay be seen as being primarily
encompassed in the attention being given to the ecoremmgequences of laws and
considerations of how legal systems affect socio-exinbehaviour and the equitable

administration of justice.
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In relation to economics, Posner (1998) points ouefample that legal acts otherwise
considered good can be costly and economically adverdej@nversa. In addition to
addressing issues relating to monopolies, taxation and ewigts, the law and
economics tradition has been informed by Coase’s iddatsng to social costs as well as

Gary Becker’s economic commentary on Crime and PunishfResner, 1997, 1998).

Lawyers have evidently acknowledged the economic injidicg of laws alongside
economists growing acknowledgement of the need fortambtroad nature of legally-
based governance. It is no longer simply assumed thatake on its own provides the
governance framework essential for a “healthy” regifheconomic activity. The
behavioural and social consequences of laws, legal systedhpractices can also be seen
as having specified, as well as unspecified, effectstvitees in the economic sphere.
This is most evidently the case in relation to contiaet corporate law and laws of tort
and liability. It is also evident in relation to soa&pects of criminal law (in relation to

fraud) and civil law (in relation to obligations).

In addition economic government and legal governancetwiatessary are considered
to be far from sufficient. As Dixit (2004: 3) points otihé problem is that (conventional
economic theory) takes the existence of a well funat@ institution of state law for
granted” which is simply not the case in many developmgtries because the
apparatus of the law is “very costly, slow, unreliablasbed, corrupt, weak, or simply
absent”. Dixit (2004) acknowledges the findings that governmh@nbvision of legal

institutions is not strictly necessary for achieving reabdy good outcomes. Dixit (2004)
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also acknowledges the findings of Rodrik (2000) in relatiohéarmportance of high
quality institutions, Greif et. al (1994) in relation to aaet enforcement, Gambetta
(1993) in relation to hired protection and Hirshliefer (200Xklation to protection of

property rights.

2.2.3 Sociological and anthropological perspectives

Within sociology one strand of analysis treats in§tins as arising from rational choices
of actors (the so-called rational choice socioloyidtkis strand of analysis emphasises
the emergence of institutions as a result of thematiohoices and interactions of
individuals. The rational choice sociologist perspedsvia contrast with another strand
of analysis within sociology — often referred to asfthectionalist school. The
functionalist school is associated with Parsons (198d tr@ats the existence of social
structure as primary and behaviour as being best understtdoelanntext of structured
relationships (Landa, 1997). The functionalist school d@iéw norms and beliefs as
internalised and determined by socialisation that occuosigih pre-existing social

structures that the individual is born into (Landa, 1997).

Institutionalism within sociology has more evidently mnaieted with, and sought to
influence, economics. In particular, sociologistsehpaid attention to deepening
understanding of the mix of economic and social motiveplpehave when engaging in
economic activity. Economic life is conceived as beingarily social. Most behaviour,

including economic behaviour is seen as being closely embedtted the networks of
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interpersonal relations. Analysis of history, socigi@gd social structure is seen as the
key to understanding how exactly institutions come intngoand gain influence.
Institutions are not simply seen as efficient respere economic problems. The idea of
individuals as atomised independent units of self interesfasted. People are seen as
seeking goals that are not merely or even primarily enamcAcceptance of goals
relating to sociability, status and power are advancedaasible and necessary in order
to obtain a more comprehensive understanding of so caleht®mic” behaviour

(Granovetter 2001; 1985).

Some sociologists informed by the rational choice petsfgeglso introduce
considerations of trust and power as well as of idenTitg interaction between trust,
identity and power, and their influence on behaviour, anthemevelopment of
behaviour-shaping social rules, is acknowledged. Ruleforee or challenge views of
“our” identity vis a vis “others” identity which in turdmas social implications in relation
to trust and power. Existing and emergent rules relatitigisb and identity are seen as

influencing beliefs and behaviour directly as well afrectly.

For example Landa (1997) advances the concept of EHMG (allyriomogenous
middleman groups) which use ethnic identity as a markeiiabiigy and reputation.
Under this argument rituals and taboos can serve asodywhbidentity, signalling who
may or may not be trusted. Associated with perceptdrdentity, “us” and “others” are
institutional arrangements that incorporate, beliefigsrand expectations. In addition

identity at individual, group and country level can be seehaving economic

72



implications not simply social ones. Tilly (2004) argtiest the development of modern
societies that are integrated rather than segregatedhasied on voluntary commitment
as opposed to coercion, occurs when trust relationstepssgablished and pervade the

institutional arrangements.

Within anthropology, social interactions have ofbe@n studied within the wider context
of understanding cultures and social groups and how theydeareédoped and changed.
In this context anthropologists have emphasised thertaopee of shared beliefs and
values in shaping and influencing behaviour. For example Do(i®66: 128) refers to
"the public, standardised values of a community, (whiclgiates the experience of
individuals". She goes on: “Any culture is a series nfcttires which comprise social
forms, values, cosmology, the whole of knowledge armutn which all experience is
mediated. ...The rituals enact the form of sociatrehs and in giving these relations
visible expression they enable people to know their seaiety. The rituals work on the

body politic through the symbolic medium of the physluady."

Anthropologists also see the rules associated withreudif particular groups as
responses to the practical problems of living (Harris, 19@Y &r society’s attempts to
mediate, make sense of and order its experience (Doag§k6). Wildavsky et al. (1990)
for example, consider the need for relations and @llbhiases to be congruent with and
mutually supportive of ways of life. In their view of $etdes they also reflect on how
societies develop particular biases depending on the direfitite social grouping, the

boundaries and the strength of the rules individualsstdgéct to, and regulated by. In
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their conception of groups’ cultural biases, Wildavsky ese¢ social groups as open to
holding a number of associated myths, which affect gearal behaviour and are

supplied by and reinforced by institutiofis.

2.2.4 Perspectives in economics

Historically within economics, institutionalism never d@®ped into a single
homogenous body of thought. The work of prominent schogadgpdfathers such as
Veblen, Commons and Mitch&lestablished a number of the core ideas of
institutionalism but these were not presented in a syie approach or theory.
Institutionalism could be therefore be caricatured @iserse and incoherent body, with a

multiplicity of theoretical concerns, and no unifiégory.

Without concerted scholarly advocacy or custodianshey #fe Second World War, the
twists and turns of the developing scholarly ideas wittnmainstream led economics
as a discipline away, rather than towards, greatesideration of the importance and

relevance of institutionalisms’ core ideas. Conseduamititutionalism was eclipsed by

2 Wildavsky et al (1990: 5) assert that " ...althoughameti& neighborhoods, tribes and races have their
distinctive sets of values, beliefs and habits, thagic convictions about life are reducible to onlgw f
cultural biases" . Using Mary T Douglas’s Grid / Grouppdlipgy they refer to - the experience of a
bounded social unit — (The Group) - the extent to whicmdividual is bounded into units as a boundary
effect and a prescription effect — i.e. rules that eetaiie person to another on an ego centered basis — (The
Grid) - the extent to which social context is regulated relationships subject to prescription. They
introduce 6 orienting Myths of Nature “Nature Capriciou®lature Perverse / Tolerant”; “Nature
Benign”; Nature Ephemeral”; “Nature Resilient”. fitgtions are seen as supplying and reinforcing these
myths within a social grouping

% Hodgson (1998: 167 ] notes for example that “Veblen’s woskes common features with a variety of
economists including Alchian, Hayek, Nelson and Winter, andr@ams has been acknowledged as a
major influence on the economics of Simon and Williamson.
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new renditions and presentations of economics. Hodgson (1888} that there were
significant changes in the social sciences between 181 Q@%0, which, in economics,
resulted in a greater emphasis on mathematical asnalyd formalised techniques. For
example Hodgson (1998: 167) notes that mathematical ecosdmit their use of
formal techniques .... caught the imagination of both thesoaisd policy makers”. The
new economic orthodoxy that was established in the dsdatiewing the Second World
War left very little room for the further developmemtd application of institutionalist

ideas within the mainstream.

However, outside the mainstream economic orthodasyitutionalisms’ core ideas have
endured. Since the end of the century they have beemgareater currency and
attracting wider scholarly attention. Increasinglyréhis growing evidence that
institutional considerations are being acknowledged evdeiif scholarly forerunners

are not.

Nevertheless it is outside the mainstream of econontiimdoxy, and sometimes outside
the discipline of economics, that the examination dftutgonalist ideas has gained
greatest pace and depth. It is within these areas ofasship that the prevalent lines of
inquiry that shed light on questions of institutional dgsiom and definition are to be
found. Therefore, it is in this direction the defioital quest can best proceed. The
definition of institutions thus approached can be moexatfely achieved. This requires:
a) paying attention to the clear ideas that are being mmlely but more clearly and

specifically articulated about institutions; and
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b) stating more clearly and explicitly the essential idegdicit in and necessary for

any definition of institutions.

This clarification will enable us to arrive at a goodagh and coherent criteria for
understanding and defining the nature of institutions. In tusnetnables us to establish a
conceptual foundation on which a more detailed descriptidrciassification of
institutions can be built. Without such a conceptual éaork, an examination of the
way institutions shape individual behaviour would be difficiil addition further study

of how institutions develop, change and establish themseals inherent in society and

essential to social relationships and economic devedoprvould be greatly hampered.

Having surveyed the different perspectives of institutibas exist in different traditions
and schools of thought, | now turn specifically to wimaty be considered to be the key
defining attributes of institutions. The next sectiornhi$ chapter focuses on this. It
examines prevailing conceptions of the idea of institgtiamd establishes the core

relevant and authoritative defining attributes to be tak&naccount.

2.3 Key attributes of institutions

Over the years a number of characterisations of uistits have been advanced with
later definitions sometimes building on or assumingerashes. Consequently selecting
a definitional starting point is difficult and arbitraiefinition therefore has to rest more

on identifying or clearing away ideas that either enablgbscure the definition of
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criteria and features rather than on claims of ektra©r derivation. It is necessary to
focus more on aspects that help clarify what institstame. That is what their nature is
(character andole) and how they are manifesofm, means and potencyThese are

first summarised below and then discussed in the se¢hah$ollow:
a) the rule like nature of institutions (encompassing codeduanoded rules)
b) the social and relational nature of institutions
c) the relationship between structure and agency

d) differences in institutional forms

2.3.1 The rule-like nature of institutions

The rule like nature of institutions is often represeriy the much quoted description by
Douglas North (1990) of institutions as the “the ruleshefgame in a society or more
formally, the humanly devised constraints that shapeanunteraction” encompassing
formal rules and informal constraints. Notably Norttéscription emphasises a)
institutions as rules; b) institutions as constrainingnsiitutions as shaping human
interaction. As Hodgson (2006) points out, North expliciecognises that institutions
can be effectual in different ways, but also doegefet to the existence of “informal”
institutions nor make a clear distinction between “f@lfrand “informal” rules

(Hodgson, 2006).

More broadly Hodgson (2001a: 295) refers to institutions asatidersystems of

established social rules that structure social intemagti Hodgson (2006; 3) sees
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institutions as social rule systems, including and involMmggformal, codified and
enforceable rules as well as the informal norms o&belir and social convention$”.
As a social rule system it is evident that the fdecstructure and constrain comes as
much from the formally specified as well as the atitegdmplicit aspects that develop

and reinforce each other over many years and are hapitunallculturally enforced.

It is also evident that institutions come in quite eliént forms from the highly codified,
often written and specific (a legal system of rutes)rally transmitted and unrecorded
(some local dialects of smaller pastoral / gatheritg$rin Africa and parts of Pacific
Asia). In addition some are unified and purposeful — astabkshed markets and
organisations — whilst others may be diffuse and pervasageir-behavioural codes. Yet
in all cases their rule-like nature is undeniable. iesessary therefore to reflect on the

meaning of rules and in particular to consider how thelsg¢e to norms.

Advancing a grammar of institutions Crawford and Ostrom (1888)Ros (2000)
suggest the differentiation of rules, norms and sharatkgies. The suggestion here is

that this differentiation can be made on the basis of:
= the value / attributes of participant in the situatioguestion (A - Attributes);
= what is permitted, obliged or forbidden (D -Deontic);

= gpecific actions or outcomes that are permitted, obligédrbidden (I — Aims);

% Hodgson (2006) goes further in that he points to the rulelikeacter of norms (What North may see as
informal constraints) In so doing establishing a mudader description and scope of institutions and their
effect.
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= conditions under which such actions or outcomes areifpednobliged or

forbidden (C — Conditions); and

= the sanctions that apply if the requirement is contragtgO — Or Else).

Crawford and Ostrom identifyulesas encompassing “A+D+1+C+Ofjormsas
encompassing “A+D+I+C” anghared strategieas encompassing “A+I+C”. Hence rules
define what specific actions and outcomes are permitteidedobr forbidden under what
conditions as well as the sanctions that apply ofuleeis contravened. On the other
hand norms define what specific actions and outcomes arstfeel, obliged or

forbidden under what conditions but the sanction isspetified. This does not mean that
norms do not carry sanctions, since the shared notivhat is permitted or forbidden
creates the shared understanding that contraventitwe oorm is contrary to the
expected shared behaviour, is frowned upon and may be punisinespecified ways.

On this basis it may be argued that norms are diffdremt rules but in practice norms

can take on a rule-like nature.

Similarly Searle (2005) sees rules as a regularizedramssigt of functions — whereby the
procedure or practice of treating an entity “X as repi@3g Y in circumstances C”,
when regularized, becomes constitutive of an institutistnacture. Hence institutions
are seen as collectively accepted systems of rudeshtough being regularized and

accepted are able to create “institutional facts” incigighrivate property, government,
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contractual relationships or informal as involved in fgraihd other social relationships

(Searle, 2005: 106).

Tuomela (2003) differentiates “rule-norms” from “sociakkms”. Tuomela sees norms of
any kind as involving “collective acceptance” and “sociabmn”. He defines “collective
acceptance as a disposition to perform relevant ¢oieactions and “social reason” as a
“shared we attitude”. Rule-norms are distinguished froaled-norms by virtue of their

existence involving
a) explicit agreement (“collective acceptance”);
b) a shared we attitude (“social reason”); and

c) the involvement and sanction of an authority in crgaéind enforcing the

agreement.

Thus for Tuomela (2003) rules are different from norms Wwhievelop as behaviours
that have become regularised as a result of sharedsafid attributed intentions that are

held in a reciprocating manner by members of a ¢foup

2.3.2 The social and relational nature of instituti ons

Institutions are also presented as social and rel&tibhay are seen as rules that impinge
on behaviour by enabling or constraining. They are alsoagbgring socially embedded

socially constructed and socially constructing.

% Searle (2005) differentiates between brute facts. Takéags differentiation one points to the
existence of Earth (brute fact) as different fromehkistence of different nationalities (institutionattia
Institutional facts can only exist given the existenckuwhan institutions. Brute facts exist regardless
although they require the prior existence of the institutif language to be represented.

2" Hodgson notes however that the difference betweens amlé norms is difficult to sustain as mutual
beliefs easily become explicit agreements with thetimthdof single and shared signs or words of assent.
(Hodgson 2005: 5)
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Searle (2005: 10) notes that the essential role of institits that they create new power

relationships that are essential for social life. earle a number of important notions

are required to explain how institutions are central tndmsocial relations. These are:

a) the notion of collective intentionality:

relating to a state of directedness of the mind whishased with others.

Hence beliefs, desires and intentions can be heldctioédy.

seen as being the basis of all society - human orahii®earle, 2005; Pinker,
1990). The engagement in collective intentionality creaesial facts”.
However collective intentionality on its own doest greate new institutional

realities®;

b) the notion of assignment of functions:

whereby human beings (and a few animals) have the atoilitgpose a
function on an object that does not have the intalli have the said

function;

combining the notion of assignment of functions withrib&on of collective
intentionality, it is possible to see how human saesetand some animals —
such as primates) collectively assign functions to objeaither as tools,

artefacts, symbols or living aids;

c) the notion of status functions:

28 Searle (2005: 7) comments for example that a Supreme @mmiston and a pack of wolves hunting are
both engaged in acts of collective intentionality but adh/wolves do not in so doing create institutional

facts.
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= whereby human beings assign a function to an objgoti®on that they
cannot perform by virtue of their physical status alon¢hiBicase status
function X is assigned to object or person Y in ainstences C (Searle, 2005:
7). Searle points to the rules of that regulate much huanavity such as
games (Chess; Football) and government (presidentialariettivhereby
specified procedures actions or moves are taken to repeesether — for

example — scoring a touchdown, check mate or choice sitieird.

= hence institutions can only be created by human beirggaibe they are able
to act collectively, to assign functions, and to dins® manner that is not
dependent on the physical attributes of the object or pehsso doing they
create new deontic powers that apply and are relevaitucturing social
relationships. These powers include “rights, duties, ofidigs,
authorizations, permissions, empowerments, requireraedtsertifications”

that would otherwise not exist (Searle, 2005: 10).

d) Additionally human beings have the capacity of languabes Means that they
alone can are able to represent the assigned funetmhassociated status

implications in ways animals on the whole cannot (8e2005; Pinker 1990).

Institutions can thus be defined as any system of cotmgéitsocial rules of the form X
counts as Y in C. Searle contends that once anutisti has become established (i.e. is
regularized and accepted) it becomes a structure withirhvaime can create institutional
facts. (Searle, 2005: 10). Institutions can thereforeeba as collective carriers of

deontic powers.
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2.3.3 The relationship between structure and agency

As regards the relationship between structure and agedgjsdo (2006) notes that in
order to reach a proper understanding of the nature duinstis, it iS necessary to stress
that both are vital. Neither aspect takes precedencelmether. Thus “actor and
institutional structure, although distinct, are ... conmeatea circle of mutual interaction
and interdependence .... A dual stress on both agency andtiostl structure is
required, in which it is understood that institutionsitkelves are the outcomes of human
interactions and aspirations without being consciodssigned in every detail by any

group or individual” (Hodgson, 2006: 8).

Early institutional economists, in the tradition ofdlen (1899) and Commons (1934)
understood institutions as a special type of social streietith the potential to change
agents including changes to their preferences and purposggs@ty 2001a: 291; 293)
Thus individuals mould and are moulded by circumstancesmsgtiution free state of
nature just does not exist — individuals are born intatinstns and are shaped by them.
On the other hand a deterministic philosophy is not assuhtedpossibility of the
individual and the environment co-evolving is important. Hulmaings are biological as
well as social beings who respond to their environmemhemasis of their physical and

biological needs as well as their social and relaticesllties.
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Hence it is possible to conceive of individuals and satralctures co-evolving and
doing so at a number of different levels. History neettbe determined or interpreted
purely on the basis of role or relationship, matemalss genetics. There is not only the
possibility of evolution but also the possibility of engence: a possibility that quite
different, new and different social structures are lolgpaf being created. Institutions

enable and are the basis of socio-economic changelbasisocial continuity.

Essential to the understanding of the relationship betwaersaand their social
environment is therefore the appreciation that individasdsnot independent actors that
are totally independent and un-influenced in the way théiersanse of, and act in, their
environment. In addition actors are not completely lackiqmurpose, nor are they

entirely influenced by, or victims, of their circumstarand environment.

Reflecting on the tendency to over-socialize or undeiaive the individual,

Granovetter (1985) suggests that in both these circumstéme¢endency is to assume
the atomization of individual in their relationship widthers and in their social responses
and actions. Granovetter argues for a more fruitfalymes that avoids atomization and
recognises instead that “Actors do not believe or dexgdetoms outside a social context,
nor do they adhere strictly to a script written by thetipaar intersection of social
categories the happen to occupy. Their attempts at puepasions are embedded in

concrete ongoing systems of social relationships” fiGvatter, 1985: 487).
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This concept of embeddedness highlights the importance s relations and
structures and how they generate the trust, needed fefsttel influence behaviour and
to discourage violation of commitment and hence of customes or norms. Granovetter
(1985) notes that standard economic analysis ignores shegtetions of individual
transistors which is in fact critical to understanding nature of existing socio-economic

behaviour.

Searle (2005) similarly notes that not all behaviour ibdedtive and guided by a
specific desire. He notes that institutions create fdesdependent” reasons for action.
In addition humans learn from each other and fronethironment. There are “never
ending” loops of feedback, conscious and unconscious reamfenat as well as
evaluation and action. In addition valuations of outc®oh@ not remain the same over
time and are dependent on beliefs as well as habitualpaibf behaviour (Schmid,

2004).

In a similar vein, Tuomela’s (2003) conception of nornd arkes, and view of collective
intentionality illustrate the central role and impowta of acquired beliefs. By seeing
norms as involving attribution of intent to the group, wittiividuals believing that the
intent they hold is held in common with the restha group, Tuomela (2003)
emphasises beliefs as critical to the establishnmfentles and norms. Hence a norm (or
rule) results in regularized behaviour that is repeatelchabitual becausautually held
beliefsexist relating to the intentions and expectationslahambers of the group.

Hence institutions rely on the rules that are “embedidetiared habits of thought and
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behaviour” and can therefore be seen as “emergent straietures, based on commonly

held patterns of social behaviour” (Hodgson, 2001a; 296).

The involvement of beliefs and habits in the developroépatterns of behaviour is
important and contributes to understanding the vitalacteyn between structure and
agency. Habits are distinct from and should not be sedfwith or equated to
behaviours. Noting that over the ages the term “habit'beas used in different ways by
social thinkers, Camic’s study of how the term has hesexa leads him to define habit as
“a more or less self actuating disposition or tendea®@ngage in a previously adopted
or acquired form of action” (Camic, 1986; 1044). Hodgson (2001apad&dges this
definition and goes on to note that habits are formewdth repetition of action and
thought” and are “the basis of reflective and non-réffedoehaviour” (Hodgson 2001a;

289).

Habits are implicated in relation to rules, norms andocus in that they help to
constitute and sustain them. Habits are also by defirtiiermanifest non-deliberative
representations and evidence of enduring belief that undetpéssnorms and customs.
Thus it is through habits that “individuals carry the ksaof their unique history”

(Hodgson 2001a; 289).

2.3.4 Differences in institutional forms

It is evident that the idea of institutions is not ¢o@dl to systems of rules and norms in

the narrow sense of regulations and permissions. lfonsider institution in the sense of
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the structuring of social relations, then it is eviddmatt institutions are manifest in
several forms and at different levels of societythia respect an important aspect to
consider is the nature of some socially prevalentindis(and arguably more complex)
types of institutions such as markets, organisationstahessand how they qualify as

institutions neverthele&s

Organisations can be conceived of in terms of bounded gréupkionships, systems
of rules and of individual and collective actions. Schr@@@: 75) notes that
organisations have boundaries that define “who is in amdisvaut” In addition there is a
shared notion of intent and means for achieving thattintéence Schmid refers to
organisations as “systems of relationships for coordigatidividual actions according

to some decision rule or persuasion — a mix of authordycastom” Hence organisations
can be treated as actors mainly in respect of themvement and influence on

socioeconomic and political affairs.

However there is no implicit assumption of homogeneihanimity or singularity of
purpose of all within an organisation (Hodgson, 2006). Indbéase organisations are not
actors in the way individuals are. Hodgson (2006: 8) definganisations as “special
institutions that involve:

a) “criteria to establish their boundaries and to distingumembers from non-

members;

2 Institutions are sometimes referred to as equitionarms and rules (Ostrom, 2000) leading to a debate
as to which of these represents their true nature. Hod@985: 2) notes that in fact if the different
conceptions can be seen as institutions affectingishdils and vice versa the three references to
institutions are entirely compatible.
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b) principles of sovereignty concerning who is in chargel a

c) chains of command delineating responsibilities withindiganisation”.

Evidently simply sharing objectives is not sufficienfaom an organisation. Members of
an organisation are subject to systems of rules, etxphdi implicit, as to the way they
interact and the purposes to which they interact. N@@B5: 59) refers to this as “groups
of individuals bound together by some objectives”. Nordeds the importance of
differentiating the rules of the game from the playefrthe game. Notably he comments
alongside this separation that “The study of instingiand institutional change
necessitates that as a first requirementctmeeptual separatioof institutions from
organisations. Institutions are the rules of the gangarosations are the players. It is the
interaction between the two that shapes institutiomahge(my emphasis)” North goes
on to list examples of economic, political and soorganisations — all of which on
reflection would conform to the definitions of organisas as institutions offered by

Hodgson (2005) and Schmid (200%)

Markets can be conceived of as social and human instisutThey are dependent on
human collective intentionality, the assignment eictions as well as the recognition
and acceptance of deontic powers (Searle 2005). Theysardisfinctive from the

coordination and cooperation that occurs amongst animdlgt they involve

30 Hodgson (2005) discusses North’s position on the defirdimhconceptualisation of organisations. He
points out that North primary concern was not with tHendmen of organisations — and is somewhat
ambiguous about definition of organisation. Hodgson furtherstbiat organisations being abstracted as
actors — which is defensible — is not the same thirggemnisation being defined as actors — which would
be indefensible.
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assignment of contracts and exchange of property riglatdgson, 2001a). Hodgson

(2001a: 257) defines markets “as “organised and institutionalisgthege”.

Markets are not spontaneously generated by exchange —treheare a result of
culturally specific and long term evolution of rules dathaviours. Markets are not
merely defined by price setting mechanisms and excharg@odf or services; they
often encompass aspects of sophistication in relaticonsiderations of ownership,
stewardship and / or control. Furthermore not all marketshe same. By virtue of their
cultural and social embeddedness, quite different rulesemmayge to govern the
interactions and exchanges involved. Markets may tradgbtas or intangibles and their
realm and extent of coordination is not restricted tootiiee of what is tangibly offered
in direct exchange. Markets are often reliant on sheomceptions of what is and what is
not allowable and require state or other regulating orseeeng institutional
arrangements. “There is nothing to trade without someutisn for deciding who is
seller and who is buyer and what each may do to getgreement of the other to a

price” (Schmid, 2004).

In summary, institutions can be conceived of as ocaumiifferent forms and at
different levels. Societies exhibit a variety of sbcioordination or organising

formations. Such social formations will in turn have pireence as institutional

31 Ayres in a discussion of institutional economics in 186fd the dissent that existed then (and still
exists now) as to the conception of the market aneldasionship in shaping or guiding the economy.
Ayres argued that the market could not be seen as beirgheanabove the influence of society and its
institutional organisation: “It is simply not true thstarce resources are allocated among alternative uses
by the market. The real determinant of whatever allocaiccurs in any society is the organisational
structure of that society — in short, its institutto(yers et al, 1957).
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arrangements. Notably some institutional arrangementgravésioning and have
primacy over others in that the other institutionsd@pendent on them. Hence the state
structures have primacy over markets and family strusfonienacy over the state
(Hodgson, 2001: 338). Institutions of private property, conaadtmarket exchange
cannot exist without the prior enabling and sanctioning exastef the state. The state is
therefore presented as a special type of institutiongladta high order in that it is the
system of political, legal - judicial and social rutbat creates the framework of
governance, enforcement and sanction upon which manyiostieutions (systems of
rules) depend. Over time systems of state rules infueacnomic rules and vice versa

and the direction of causality can be difficult to det@e. (North, 1990: 48)

2.4 Towards an overall definition of institutions

The current widespread and diffuse use of the term itistisihas left us in an exciting if
rather unnecessarily confusing state. Social sciemgsise institutions in a variety of
relevant and useful ways but appear less able to decidbevis®me important and
widely-acknowledged phenomena reflecting and regulatinglsactivity actually

qualify as institutions (Nelson, 2001).

In this chapter having extensively examined the literaturelation to the notion of
institutions, it is evident that a lack of coherenc tias attended the concept. | have
reflected briefly on the reasons for this and gone aotsider the greater scrutiny now

being given across disciplines to the important defining aspéanstitutions. In doing
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so | have argued that it is possible to draw out oflthersity of ideas some important

considerations that clarify and help define what institstianre and are not.

Having examined the breadth of ideas relating to the natunstitutions, within and
outside economics, it is evidently quite wrong to conctirdé the areas of uncertainty,
the variance in views or the challenge of addressingdht&ular, at the same time as the
whole, have prevented the emergence of any authoritativetides. Clearly a single
short definitional statement of all encompassing elegand simplicity of definition can
be accused of obscuring difference in form, or nuancgpef 1 propose that this

difficulty is best dealt with by developing a detailed taxmy of institutions rather than
eschewing the challenge of better overall definitio@foBe turning to this more detailed
taxonomy, it is necessary now to offer a robust alveefinition within which the more

detailed taxonomy of institutions can be developed.

2.4.1 Overall definition proposed

In proposing an overall definition of institutions, #aeensive survey carried out in this
study provides some vital guidance. This survey has indith&tdavhile there are many
terms and notions of institutions across the sociahses — there are also some core
aspects that necessarily have to be included in any rdéfisition of institutions. These
core aspects reflect definitional criteria that aveststent with notions of institutions

widely used and accepted by scholars within economics,sattrtesocial sciences and

%2 The extensive survey of perspectives and definitioiirsstitutions carried out as part of this study
examined the notion of institutions across the $aci@nces and from old and new institutional
perspectives. This work has studied and recognises theedatriews and works of a number of scholars

91



amongst old and new institutionalism schools of thoudm. @verall definition that can

be offered here therefore has to rest on these caretideial aspects.

In identifying these aspects it has been necessary notmodyry out the extensive
survey of literature presented above. It has also beeessary to draw on evidence from
other authoritative studies similarly concerned withsgjo@s of institutional definition

raised by this study

On careful examination, and with reference to theresitze review carried out in this
study, a few specific definition elements prove to be bferm a core that is

compatible with the diverse understanding of the notianstitutions. It is proposed that
these necessarily have to form the basis of an bbdefaition of institutions. This is
because these elements represent a core that is emidentinal works on institutions
and may also recognised to a lesser or greater extevarig reviewed by this author
and authoritative scholars before HimThis core of definitional ideas is underpinned by
a wide ranging body of theory and scholarly work ensuhagy it is not only theoretically

robust, but also academically defensible.

Specifically the core of essential definitional ideassists of the following elements:

% For example Nelson and Sampat (2001) acknowledge as wehéhaotion of institutions lacks
coherence but also go on to note that understanding thensefor the diversity is necessary in order to
develop a concept of institutions that can be integratedai theory of economic activtity. Nelson and
Sampat rest this assertion on the detailed reviewshiéyaand others before them have carried out. They
identify amongst the authoritative and thoughtful scholadyks contributions from Hodgson (1998,
1994, 1998) Hall and Taylor (1994) Powell and De Maggio (1991d Ranherford (1994) amongst others.
34 Works including for example Veblen (1994), Hamilton (1932yn@ons (1950) Di Maggio and Powell
(1983) Grannovetter (1985), North (1990), Hall and Taylor (1996, 19983hK(1998) Hodgson (1998,
2000, 2005), Rutherford (200a), Scott (2001) Parto (2005) and $220E)
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a) Human relationships and interactions
b) Rule-like effects on human activities and behaviours

c) Constraint and enablement

Given this defensible and robust core of essential diefiail ideas, | suggest that an
overall definition is thus possible. | propose that therall definition of institutions

offered for the purposes of this study is as follows:

Institutions are socially established rules, or systemsudés, that systematically

organize, enable and constrain all human beings and interactions isociety

This proposed definition is neither too broad that ihéaningless) , nor too narrow that
it is unable to take into account the important informings@arations that clarify what

is and is not to be included within the institutional gambit.

2.4.2 Turning to taxonomy

Having settled on an overall definition, attention now teaturn to connecting the
definition with a more detailed taxonomy in order to adslthe problem of institutional
proliferation, difference in form and nuances of tyipeaddition to the elegantly stated
definition of institutions at a general level (and tletailed explanations of different
institutional aspects discussed above), | suggest tisathéicessary now to assemble the

articulated and complementary set of definitions of secommonly used to describe
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institutions. These need to be arranged into a taxondesicription that identifies and

classifies them and more clearly specifies how tleégte to each other.

In the next chapter, | suggest a more detailed taxonomariggon of institutions as a

basis for examining the role of institutions in econodawelopment of the coffee sector

in Uganda.
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CHAPTER THREE

A TAXONOMY OF INSTITUTIONS
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3 A taxonomy of institutions

3.1 Introduction

The purpose of this chapter is to propose a taxonomstftitions. This is necessary to
complete the definition of institutions introduced in gnevious chapter, and to enable
this perspective to be used as an analytical tool fomudeicase study examination of

the role of institutions in an economic sector develepnexperience in Uganda.

Good practice in case study design recognises that tHewgjopment is essential. It
provides a framework or blueprint that enables empiricakwm create insights and
understanding needed to evaluate or extend theory assraglpaeciate dynamics within

social settings (Eisenhardt, 1989; Yin, 2003,).

In this study — the theoretical definition of a taxonampeeded, in the first instance, to
focus the empirical work that is proposed. A case studyneation of institutions is

only feasible if the institutions in question can thelweebe clearly defined and
recognised. This means that there is a need for aniefextmenclature to identify them
during the empirical work. The taxonomy thus has thgontant role of focusing the
work on the essence of the study. It ensures thadrtiprical work can find the “trees” in
the wood and that the study is not overwhelmed by large asobtimteresting but

essentially distracting data.
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Secondly the taxonomy is needed more effectively toidigtate the role of different
forms of institutions. It has already been noted, engrevious chapter, that there are
many institutional forms. It is simply not possible t@mine the influence of institutions
and variations in the roles they play if there ifrth&s no clear way of recognising the
different forms of institutions. Hence without a taxonothe study’s insights would be
more difficult to distil, valid empirical generalisati® more difficult to arrive at, and

initial theoretical understanding less easily enhanced.

Thirdly the taxonomy is a framework of organised ideas ustigly that provides a
baseline understanding of institutions that can be clytinnformed or developed in
the light of the findings of the empirical work. Emerggreory from the empirical work
can thus be located within a broader understanding ofahge and definition of

institutions, improving and building on the initial framewaoifkered.

Finally, as the purpose of the overall study is to undestdtarole of institutions in
economic development, the taxonomy provides the languagedeo bridge theory and
real life experience. It provides the way to describetwiaters and how it matters.
Without a taxonomy the task of understanding and evaty#tm proliferation of, and
differences between, institutional forms and theiuirces, would be difficult to carry

out well.
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However, the variety of institutional forms and thelgeons of definition associated with
them have meant that taxonomy for this kind of stgdyoit self evident or adequately
available in work carried out to date. If the taxonomyed@ped is to be effective, it is
useful to start by examining why developing a taxonomy oitutigtns has so far proved
rather elusive and to offer a classification for theppges of this study that deals with the

encumbering difficulties.

In this next section | start by further examining somthefreasons for this difficulty.
These include: the problems associated with the mgltipbf institutions; the
multiplicity of institutional spheres of influence and th&er-relatedness of institutions,
their interactions and influences. | then go on to camndidw the difficulties may be
overcome and to propose a detailed taxonomy of institsithat addresses the issues

noted.

3.2 The challenges of taxonomy

The challenge of definition and classification goes &olmd the large number and wide
ranging descriptions of institutions that are in use.ldtes to problems with how they
are generally confused and misperceived as well as hovhéiveybeen studied. Before
considering how a taxonomy may be approached an exaomradtthe underlying
challenges that encumber classification helps layb#sis on which a taxonomy may be

proposed.
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Institutional taxonomic classification has remainadllenging for a number of reasons.
A survey of the literature reveals that commentaryama studies of, institutions show
that there is a proliferation of terms used (ofteaanjunction with each other) to
describe aspects, effects and / or types of institutlemsexample Parto (2005) notes that
terms referred to includedlesof the game” North (1990), setsainventiongKratke,
1999)habitsof thought (Veblen, 1919; 1994)llective actionn control, liberation and
expansion of individual action (Commons, 1950), standardiaeil habitsMitchell,
1950),codesof conduct (Young, 1994patterns of behavioymnegativenormsand
constraints (Coriat and Dosi, 1998gntal constructéNeal, 1987)mores(Hughes,

1939), conventions (Hodgson, 2001), sharedesof meaning (March and Olsen, 1984).

In addition institutions are referred to in terms ofcibive framework for interpreting
sense data (Hodgson, 1998; 171), humanly devised constraiotsjahtonstraints
(sanctions, taboos, customs, traditions and codes of con@Natth, 1990), formal rules
(constitutions, laws property rightgéNorth, 1990)Money, Languagé€Searle, 2005),
contractsandagreement$Greif and Laitin, 2004)prganisationgSchmid, 2004),
systems of knowleddpelief and moral authority (Scott, 200f)arkets(Hodgson, 2001)
governmenandlaw (Dixit, 2004). In summary — there a many of terms, rafgrforms
of institutions. There is also limited cross refefagdo explain how the terms used or

the forms described relate to each other.

The difficulties associated with developing a clasatfan relate primarily to the

proliferation of terms used and the multiplicity oftigional forms, which means that
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terms commonly used are taken for granted but not cledsifirelation to each other. As
institutions and terms referring to them abound in huseaety — therefore
classification, to be useful, has to cover a largeberrof terms and yet avoid being too

cumbersome.

Institutional typology is difficult to develop becausatgudissimilar forms are confused
with each other. In addition subtle differentiating nwembetween very similar forms are
also simply missed. As institutions are typically i¢dated or nested, emergent and
forming and subject to unforeseen or unexpected changearthaymply not easily
captured in unique definition. As they occur at differeméle in society and across
different spheres and are all pervading in influence gegarate identification and
classification requires careful attention. Hencetemy of institutions presents itself as

a challenging endeavour.

3.2.1 Multiple institutional forms

It is simply impossible to conceive of human socieihaut institutions. Institutions are
evident as operating at a social level (amongst individntdsacting as interdependent
actors at large), at an organisational level (within oggitns to secure cohesion and
between organisations to maximize flexibility and enatlerdependence with other
organisations) and at a meta-system level (within armsa@perationally autonomous
functional systems that set their own boundaries,ldp\and regulate themselves within

and across a prescribed environment) (Parto, 2005).
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Intriguingly however, the multiple forms of institutis often go unnoticed. Institutions,
whilst being all pervading, are rarely separated out andidedawith clarity. They are
so common and widespread they are assumed in everyela@dihsequently it is easy to
assume or to completely miss their variety as wethair varying significance. For
example, Searle (2005) notes that whilst language is tidarfoental social institution it
is nevertheless often taken for granted. Yet it iemt$sl for survival because it expresses
conceptions and commitments that are essential foahwmoperation and therefore
survival. Searle (2005, 12) notes that “..you can have languiflgguivmoney, property
government or marriage, but you cannot have money propentgwiage without
language" It is impossible to conceive of human soeigtfyout languag®. The business
of living is through organised activity and organised activileduman beings “entails

a structure to define the way the game is played” (N@QQ5: 49).

In addition to operating in different forms and at diiet levels of consciousness and
social fundament, institutions also manifest and impongesocial life in different ways.
For example institutions are experienced and can be bledan relation to the different
forms they are seen to take. They can be presentedms of organisations, states and
organs of the state; political bodies such as senaaei|aments and parties; economic
bodies such as firms, trade unions and cooperatives; aiad 3odies such as kin groups,
clubs and religious organisations. Institutions can laésn described in relation to

behaviour of human beings within societies. These Beddaehaviour-based

% There appear good reasons to believe that human languagpésies specific ability that is a
consequence of biological pre-adaptation with heritaftecaltural selection (Pinker and Bloom 1990)
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descriptions relate institutions as “constraints on hub@ngs”, prescriptions or
proscriptions of behavioural and attitudinal patterns, retjesuof behaviour and

prevalent and standardized social habits.

In contrast there are also what Parto (2005) refers ¢ordaext-basedescriptions —
focusing on the configuration of the “institutions, nornode rand practices” that provide
the contextual setting and configuration that determiresvity individuals in the society
interact and behave (Parto, 2005). These different gésais are helpful in that they
highlight the variety of institutional manifestatiodle@nd influence. They indicate how
institutions are experienced. However as a basis ohtaric categorisation the different
descriptions appear less useful. This is because a faom &s firm) is at once and the
same time a context for individual action and socidraction as well as a constraint or

enabler of patterns of shared behaviour.

Taxonomic organisation is also challenging because wiafsbbrming to the overall
definitions so often identifi€€] institutions are varied in form. Furthermore the ations
they exhibit do not necessarily follow straightforwardigcernible patterns of
relationship or simply differentiated hierarchies of estige. For example North (2005,
50) refers to an institutional framework consistinggdolitical structure(relating to
political developments and choicea)property rights structuréinvolving formal
economic incentives) aralsocial structurgof norms and conventions that defines the
informal incentives on the economy). This referencg bearead as suggesting that

institutions can be viewed as being political, economicamd social.

3 See chapter 2 for a discussion of the definition dftirtgns.
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Yet a classification based on that distinction alwoeld be problematic for a number of
reasons. It is difficult to classify an institutios laeing simply economic, social or
political. Our experience of most institutions is ttiety have an influence that may have
simultaneousocial, economic and political effects. For examplis, undeniable that
organisations are at once social, political and econdweiemid (2004, 64) notes that
“organisations are the dominant fact of our social ant@aic existence”. Hodgson
(2001a: 321) notes that conceptually, organisations are coedtdatia wide variety of
forms. Reflecting on this conceptualisation, (rangigrfistates and tribes to worker
cooperatives, modern corporations and nationalised indsistiti is evident that the
sphere of influence of institutional forms extends actbssocial, economic and the

political.

Similarly it is recognised that laws extend across gsher that they can have
undesirable and unintended consequences in economic spbavel as politics and
society in general (Posner, 1998). However, if in comgethis reality we are led to
conclude that all institutions are economic, politiaad gocial, such a conclusion would
have little taxonomic value. This is because we knowrtbgall institutions are the
same, and our purpose here, is to shed light on thatetite. Some alternative way of

approaching taxonomic classification of institutionshisstclearly called for.
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3.2.2 Institutional inter-relatedness

Institutions relate to and are often dependent on e&eln.dt is evident for example that
for certain institutions, such as those relating to prgpeghts, the guaranteeing role
provided by other institutions is essential. North (2005¢sithat in many Latin
American and Sub-Saharan countries the institutiondatet® enforce low cost contracts
do not exist. In other countries the absence of institutielasing to property and
ownership influence the development of sophisticated maaketsapitalist
organisations. Hernando De Soto (2000) in his study of cepitalfailure to

successfully take root outside the west, comments ola¢keof capital as being a result
of the absence of under-girding and transformativetunsins capable of enabling the

transformation of assets into capital rather thanaibsence of actual assets themselves.

Like North (2005), Greif et al. (1994) point to the widedgognised ability of the state
(as an institution with the power) to strengthen or umilee markets as institutions. In
their study of the merchant guilds Greif et al. (1994) etswsider that it is not only the
institution of the state that can be critical to dexelopment of other ancillary
institutions. Institutions other than the state cay jal key role in enabling the
development of (for example) trade and exchange umistits. They note how the
merchant guild institutions were administrative institgi@utside the direct control of
the rulers, but were instrumental in enabling the developofdviediterranean trading
centres. This was because the merchant guild instituteted as coordinating and
enforcement institutions to the benefit of the tradedstha rulers (By discouraging

trader - ruler malfeasance, as well as encouragindethelopment of trade between
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centres). Institutional classification therefore t@allow for this inherent inter-

relatedness and interdependence between institutional.forms

Institutional relatedness is also evident in other wilggigson (2001, 284) notes that
some institutions are “provisioning” in that they are imed with the provision and
protection of human life and society, whilst others béasg crucial to “reproduction and
survival of the society ... can be lost or replaced in tldugionary process” (Hodgson,
2001: 284). However Hodgson notes that it is not alwaysteasgparate provisioning
institutions from ceremonial or leisure-related onesabse custom, ceremony and ritual
are often involved in protecting and sustaining institutioas éine essential for

production, reproduction and survival.

Institutions’ cross-societal interaction and relatlops also mean that they defy generic
classification by historical stages of development ofet@s. Human societies have
always historically influenced and interacted with eaclerotAs a result many countries
manifest a mixture of institutional forms. This mix igg@lly reflects a variety of
interactions, a mix of influences as well as a nunabéistorical social change paths.
The prevalence and relevance of particular institutiGrahs is associated with and
reflects the nature, evolution and development ofgbaiety. It is not necessarily
transferable across to other societies. In modernatispivestern societies, for example
firms and markets play a key role in economic activitgf bfe of the society. In
developing countries peasant households may be the dommargioning institution.

But it is also possible for different and quite distinetimstitutions to emerge. This has
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happened in China, for example, with the role of thel lgagernments and their control
of TVE's (Town Village Enterprises). In this examptesi notable that China’s reform
and economic development in the last two decades awenaieth century proceeded
without complete market liberalisation, privatisatisacure property rights or democracy

(Yingyi Qian, 1999).

Taxonomic classification is needed to examine theabiestitutions in the processes of
economic growth, change and development. Such a classifiovould provide a more
sufficiently detailed and unified means of differentigttypes of institutions. As Parto
(2005) suggests, there is now a need for institutional daatygo beyond arguing over

the semantics of what constitutes institutiéns

3.2.3 Classification

As institutions have become more widely acknowledgedlagidrole in economic
change and growth recognized, attention has turned taoxdeireg what institutions
matter and how they matter. Not surprisingly, an imntedshallenge that has emerged
to confront empirical analysts’ work in this area haen the question of how to identify

and measure the effects of institutions.

Much of the focus of recent study and literature examiacanomic growth and the role

of institutions has been rather narrowly centred ditiged institutions. Empirical

3" There needs to be a shift to seeing the requireaseneing “carefully organized categories of
institutions that reveal the levels, scales andesystaround which institutions are woven and methods to
operationalise the rich and diverse concepts developetstiytionalists” (Parto, 2005, 22).
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investigations have appeared somewhat constrained and unalfterentate between
the wide range of institutions that may have a consuderetfect on economic growth

and change.

Critics have argued that the focus of studies has beersttntional outcomes rather
than institutions themselves as constraints or enal@idaieser et al. (2004) note that to
measure institutions the literature has focused onatatis of institutional quality,
aggregated indices of surveys of government effectiveaadspolity IV data measuring
the limits of executive power. They go on to note tliahase data measure outcomes
that rise with per capita income and are highly vadatih addition they argue that
measures of institutional quality and government effects®nepresent institutional

outcomes that are nothing to do with durable constraittsiacprevalent in the society.

A first step in developing empirical studies that exantingerole and influence of
different types of institutional influence clearly hasentail some further taxonomic
categorization of institutions as well as identifioatof acceptable proxies to act as
measures of the institutions. In the absence of thigutld appear that a tendency may
develop to focus on a few institutional outcomes of enédiregulatory nature, or
superficially on the nature of political governance, eathan on other, arguably

significant, but hitherto analytically less accessibkpects.

Problems of classification arising from how institutidr@/e been studied are evident in

other respects as well. Whilst the old institutionalatiition acknowledges the
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importance of a wide variety of institutions, much af tecent analyses and literature
focuses on property rights, political institutions, ruléagv and governance. Parto notes
that new institutionalism has tended to focus on trammsacbst analysis of property
rights, contracts and organisations. He goes on toabsaat neither old nor new
institutionalist traditions deal with how institutionseélinked, dovetail or hierarchically

organized” (Parto, 2005: 29).

It appears that attention to taxonomic categorizatidmist being necessary for
institutionally informed analysis of economic changes teceived mixed kinds of
concern. The new institutionalist tradition has focusedextending the range of neo-
classical theory by accounting for factors such as prppghts and governance
structures”; whilst the old institutionalist tradition hasisted “making simplifications
and assumptions” that could lead to “mimicking the mucheaéd reductionist
approach used widely in neoclassical economics.” AccgriirParto, “meaningful
institutional analysis would require “simplifying” complgkenomena, and making
assumptions about [the] relative importance of someeaximms or relations among

some variables as opposed to others” (Parto, 2005, 30).

The evident challenge facing recent classification erm#awhas been that of arriving at
a simple but meaningful taxonomic categorization ditingons. That is a categorization
capable of representing the wide variety of institutionanifestation, while introducing

clear distinctivanter andintra-categorydefinitions that do not unduly ignore, violate or
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simply confuse the inter-relationships that exist betwiypes of institutions and are the

essence of institutional reality.

Whilst this challenge has not been the predominating fotrexent scholarly work, it is
evident that this challenge has not gone entirely witlttention. Scott (2001) suggests a
categorization of institutions built around three ‘gnfi” identified as:
a) regulative— including regulations and regulatory processes, inspeatidn
monitoring and sanctioning punishments and rewards to influsettaviour
b) normative— including constraints and enablers of particular sbebaviours or
actions
c) cultural-cognitive— including shared conceptions of the nature of soaditye

and the frames through which meanings are made.

Therefore for Scott institutions such as the statetardws would fall into the regulative
ambit. Kinship and religious norms and customs would beifiéasas normative, and
culturally-embedded views of the environment and the expaasadssociated therein,
would be classified as cultural-cognitive. Scott’s pillargnstitutions helpfully identify
the different aspects of institutional types that nedoktincluded in a taxonomic
categorisation. In particular they highlight that ilngtons are rule-like and influential in

different ways, which are, in themselves, not mutuatthesive.
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In doing so however, Scott’s pillars appear more as arathsorting of institutional
influence rather than as a detailed effort at clgggfdifferent types of institutions into

recognisably distinctive and distinguishable categories.

Parto builds on Scott’s “pillars” suggesting a 5 categquglygy of institutions. Parto’s
typology (2005, 37) suggests that institutions can be:

a) Associative- as mechanisms to facilitate, prescribe or privilegeraation
among particular interests. Included in this would be bssinetworks, kinship
groups, social classes., associations and interest groups

b) Behavioural: as recognizable and standardized social habits thateariéest in
the activities of individuals and groups as reflectionsazial norms

c) Cognitive:as mental models and constructs or definitions, manifest
expectations held by society in relation to individuals

d) Regulative:as prescriptions and proscriptions. Included in this wouldriieen
and unwritten rules, state laws and decrees.

e) Constitutive:as setting bounds of social relations. Included in tloislevbe firms,

unions, language, property rights structures, agreementsageaand family

Parto goes on to note that institutions may in fact lbeithy — noting that regulative
constraints can in time become behavioural as indivsdaradl groups of individuals
internalize them. It is arguable however that in sushiuation different institutions may
be involved, with regulative constraints leading to therg®nce and development of

new norms, which in themselves, are institutionahg@irtown right. Parto’s typology
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does not directly provide for the existence of institutibiag are at one and the same time

associative, regulatory and constitutive — such as maxkganisations and states.

Williamson (1998) advances a classification of institigionthe form of a 4 level
framework of different levels of social analysiswihe higher levels imposing
constraints on the lower levels. In addition thedovevels feedback to higher levels but
are not considered constraining in the same way. Inamilon’s framework the levels
are as follows:
a) Level 1 — Embeddednesimformal institutions”, customs, traditions and norms;
b) Level 2 — Institutional environmeriformal rules of the game” : including laws,
property rights as well as the polity judiciary and bureacy¢
c) Level 3 — Governance: “Play of the game¥ficluding alternate modes of
organisation such as markets and firms
d) Level 4 — “Resource Allocation and Employmenticluding economic activities

that focus on price, output and agency

Williamson notes that most economists often treatllone as a given and changing very
slowly. In addition he notes that level one candensas being in the realm of social

theory and has tended to be studied by economic historians.

Williamson’s insistence that informal institutions atdexel 1 (given and change

slowly), as opposed to level 2 (part of the instituti@ralironment), does not go without

critique. Dixit (2004, 7) notes that “others would locate mafgrmal institutions at the
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second rather than the first levels” Others mighit taee more fundamentally critical of
framework, seeing the use of the term “informal insitins” as being meaninglé&s
Dixit (2004; 7) notes that Williamson’s classification & miniversally followed and like

other attempts at taxonomy leaves “ambiguities and @&rla

In summary — the challenge is to advance a taxonomisifidasion of institutions that is
comprehensive, not overburdened with detail and aware diffeeent levels at which
institutions operate. It also has to be acknowledge isaitutions are have a multi-
spherical influence and manifestation and are intercekate interdependence.
Furthermore there is a need to note and clarify theesmdstof non institutional

considerations which are legitimately associated withalbe not themselves institutions.

3.3 Towards a taxonomy of institutions

The proposed overall definition put forward above inpteatwo was as follows:

Institutions are socially established rules, or systemsudés, that systematically

organize, enable and constrain all human beings and interactions isociety

| now suggest that trmompletedefinition of institutions consists of thisverall definition
accompanied by descriptive taxonomic framewadttkat takes into account the variety of

institutional forms that have to be categorised. Thistiaatal framework needs to be:

% If institutions are “durable systems of establiskedal rules that structure social interactions” (Haigs
2001; 295] then they are by definition both informal and &irim effect and the term “informal institution”
is rendered quite meaningless.
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a) able to contain institutions that are quite differerthmir social manifestation.
(It needs for example to be able to encompass the tegdicit and written as
a well as non legal, implicit and unwritten);

b) unequivocal about laying down some boundaries around wtratyis
institutional and what may be merely influential;

c) able to accommodate the complexity evident in sociatant®ns. Relating
not simply to specific rules but also systems of roledifferent combinations
of formality and legality;

d) distinctive from other ideas such as “culture” and fabcapital” which are

often associated, with but are clearly different framtitutions

3.3.1 Proposing a taxonomy of institutions

Whilst certain institutional forms may qualify as instions according to the overall
definition put forward above, many would quite evidently bethe same types of
institutions. So how are institutions to be taxononlsk is evident for example that
unwritten family norms, laws, financial markets and comumad organizations are all
institutions in that they are socially established systef rules that systematically
organise human beings and their interactions. Theylsoesalf-evidently represent quite
different type®f institutions in that they relate to different st@domains and have
manifestly different scopes of influence. Thereforeepa form of institution is qualified
and included in the broader class of institutions, the aqureste then face is: - what
family categories do they belong to and why? Furtherntare, do the various families

relate to each other?
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For the purposes of a case examination of real litgutisns it is important first to be
able to identify differences in categories of institutiongrectly. It is also necessary for
the categorisation to be useful in helping to focus tingysand to enable meaningful
generalisations to be made across any category otiimtg. The taxonomy proposed
therefore offers a further familial categorisationt tthescribes the different kinds of
institutions that make up the overall grouping. This furtamenilial categorisation is built
on clear definitions of the institutional forms in ti@onomy and provides a
discrimination that is meaningful and recognisable inIral Recent categorisation
endeavours (noted above in section 3.2.3) have approdelssdication in terms of the

types of roles institutions have played or the leveythre believed to operate at.

It is proposed here that in order to avoid the shortconangsconfusions associated with
these previous endeavours, a clearer categorisatiortitditiosis for the purposes of the
empirical case work is better describederms of:
a) howessential and fundamental they are to human socjegabling basic
human communication, interaction and coordination and essential for the
existence of other institutions;
b) how mplicit they are in the way they are articulated, applied, observed and
sanctioned in day to day life;
c) how explicit they in the way they are articulated, applied, observed and

sanctioned in day- to-day life;
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d) the extent to which they adsstinctive and complex regulating arrangements
that may include a variety of other institutional forms but stithain distinctive

entities that are not simply reducible to those forms.

These considerations relating to the combination oftigins’ essence, manifest nature
(implicit or explicit) and emergent complexity togetipeovide the basis of the
taxonomy. On the basis of these categorising crjteimproposed that in addition to
language (the fundamental institution of all human sesein which all other
institutions are dependent) there are essentially tite categories of institutions in the
taxonomy (i.e. making a total of four categories). THese categories of institutions
included in the proposed taxonomy are:

1. Language: —the fundamental social institution that underpins and gesvihe
foundation for all other institutions. Language is comnwall human species
and is constitutive of social realfitySearle, 2005) (Pinker and Bloom, 1990)

2. Explicit institutions: these are overtly expressed and authoritative preseripti
rules and systems of rules. They are often writtestleerwise openly specified
and accessible to all members of a social grouping dsagveltsiders regardless
of the degree of intimacy and socialisation withingbeial grouping.

3. Implicit institutions: these are unwritten rules that are held commonly wahin
social grouping. They are often embedded in social praatideaccessible to, and
maintained amongst, members of the group through difféwemts of social

interaction, social sanction and socialisation.

% Searle (2005; 12) Notes that “In order to have institistibis necessary to assign status functions. Status
functions have to be represented by symbolic devicasgliage provides the symbolism that enables status
functions and therefore institutions to exist.
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4. Other “complex” institutions: These are complex institutional forms that vary in
appearance and intricacy depending on the nature and cotyolethe civil
society they are develop in. These “other” institutitersl to emphasise
association, constitution, behaviour and regulation &ohat be simply reduced
to any one of these. In that sense they are more earapt exhibit emergent
properties. They are also both explicit and implioil @an have officially written

as well as unwritten communal aspects.

All institutions belong to at least one of these fouegaties; and, because institutions
are often complex, multifaceted and dynamic, insting can span more than one of
these categories at the same time. Therefore arutigtitmay (in one instance or
circumstance) be manifest as belonging to one categdrthan subsequently be
manifestly experienced as belonging to another categbeyeXperience of an institution
in a category does not exclude it from being in anotaergory even though in any

social setting at a point in time it may be predomilyamanifest in a single categdty

Figure 3.1below graphically represents the proposed categorite ddxonomy within

which the variety of specifically definable institutioiatms has to be located.

“9'In presenting / using the taxonomy it makes senseftire to refer to an institutional form as being
primarily evident in a particular category, and to reéegythat at the boundaries, this same institution may
manifest as belonging to another category.
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Figure 3.1

Categories of Institutions in the Proposed Taxonomy
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3.3.2 Examples of types institutions within categor ies

As a further step in building the taxonomy, examplesstitutional forms that qualify as
true institutions need to be identified. Table 3.1below | give a descriptive definition
of examples of institutional forms indicating the catggwithin the proposed taxonomy

that they may be predominantly identified with

Studying existing usage of terms describing institutional faimasvs that very often

these different types of institutions, even when defiaeel not necessarily identified by

*I Table 3.1was created following a wide ranging review of litaratthat refers to terms that are
descriptive of institutional forms. This contributionngportant because it allows us to exemplify
institutions within the taxonomy before proceeding ®eimpirical study of them
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scholars as institutions. This is because the schaddinsing or discussing them may not
themselves necessarily be informed by an institutionajpeetive. They are therefore not
primarily concerned with the institutional nature of fbem they are describing. Often
they are concerned with the definition of the tergelit something which can be

achieved without reference to the institutional natutd@form being defined.

In addition the institutional forms when defined ar@ailst located within a taxonomic
framework. While some scholars have advanced hierarchasaifications of
institutions; these have generally focused on attempaintifferentiate institutional
categories. They have not gone on to develop a moadedklisting of representative
institutional forms. This is evident in relation to Cfavd and Ostrom’s grammar of
institutions, (Crawford and Ostrom, 1995), Parto’s five-gatg typology (Part, 2005) ,
Scott’s three “pillars” (Scott, 2001) and Williamson'’s 4-lelvamework (Williamson,
1995) . None of these scholars go on to give a detail@wlisf representative forms.
Evidently these scholars concern has been withdatimg appreciation of the role
institutions into scholarly rather than with the aiatiail task of identifying and locating

details of representative institutional forms.

In this thesis however, this author’s concern with alvemstitutional definition, as well
as more detailed taxonomic involving further categoricdsifications (discussed
above), clearly makes an illustrative, detailed lisbhgepresentative forms, a logical
and necessary step in articulating the nature of institsit Furthermore, description of

representative forms provides additional detail neced$satiie study of institutions in
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the case study that follows. Given these considersfiable 3.1can be seen as an
important additional contribution to existing works aslwsla necessary adjunct for the
further work that this specific project involves. Theati@n of this table has therefore
involved:
a) acknowledging the scholarly provenance — identify whiclokseh the definition
being considered has been informed by;
b) statement of the definition — confirming the descriptiot e institutional
nature of the form;
c) identification of category — locating the institutionalrfowithin the taxonomy |
am advancing;
d) further consideration and reflection — adding clarifying ownt as necessary
(drawn from observation as well review of scholasiitions) to further

highlight the distinctiveness of the form.

The table is presented as an illustrative listing atelgeaisation of institutional forms. It
is not intended to be a listing of all terms that cowdgibly qualify as institutional
forms. It simply advances forms that are examplab@tategories of the taxonomy
being presented. It includes an additional acknowledgrhahfdrms have predominant
representation in particular categories and have todognésed as such in the tabular

presentation.

The process of selection of forms for inclusion ia thble proceeds from locating it

within the broad category (as suggested by the taxonomythando associating it with
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a representative form as being illustrative of thatnf¢as selected from a survey of

literature to identify representative forms). Other femmot included in the table may be

identifiable — in which case they would join one or otbiethe institutional forms already

included as being representative of one of the categdribe taxonomy presented here.

Table 3.1

Definition of forms qualifying as institutions*?

Institutional lllustrative Definition Informing
Category Institutional References
form*3
The Language An innate and complex human ability and specialisasiag | (Kirby and
Fundamental rules and representations to code propositional informatio| Christiansen, 2003)
Institution for the purpose of social information-gathering and exchang8achs & Warner,
and interaction 1997); (Pinker and
Bloom, 1990)
All human societies have language. (Searle, 2005)
Language is the fundamental social institution and is
distinctive because it plays a constitutive role in aliaoc
institutions. Rul- like, socially embedded and constructed and
codifiable.
Predominantly| Constitution System of rules that define relevant admatise entities, (Easterly, 2007)

Explicit

concepts, roles practices, permissions and limitativaisare

involved in directing behaviours and regulating relationships

of members in a society.

Often creative of new behaviours, entities and roles

Law and legal
systems

Legislated, codified and stipulated systems of rulesateat
under the oversight of juridical authority and are enforced
the authority of the state.

A legal system involves enforceable rules and rule sgstern

governing social relations some of which may arise from,

cannot be simply reduced to, societal custom and practice

(MacCormick,

by994); (Pritchett,
1997) (Hodgson
2008)

put

Decree

Executive diktat stipulating rules expected to apply t
specified relationships and activities within a juriidic

(Easterly & Levine,
2001)

Money

A standard unit of account by which values are recagjnise
and measured and that is homogenous and interchangea
qualities that are the basis of monetary exchange

A store of value and unit of exchange that is homogenous
within a jurisdiction

(Easterly, 2002)
Pipritchett, 1997)

“2n advancing the proposed definitions | have excluded Trable 3.lentities that clearly do not qualify
as institutions. Conceptual entities such as cultucgalscapital, knowledge and social technology are

excluded.

3 The location of a form in the listing merely locaiesith a category. It is not intended to suggest that
there are no possible links or relationships betweendo
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Table 3.1 Continued

Definition of forms gualifying as institutions

Institutional lllustrative Definition Informing

Category Institutional References
form

Predominantly | Conventions Instance of a rule applied in a specific waglation to (Granovetter,

mixed Explicit
and Implicit
Institutions

specific circumstances or occasions.

Conventions are accepted rules that are applied in a
particular way in a society and circumstance.

Repeated and widespread — derived from and continuity

relying on beliefs and actions in a community

2000) ; (Hodgson,
2005); (Akerlof,
1980)

Codeé’ A collection of specific rules dictating the appropriate | (Posner, 1999)
activity or behaviour expected of individuals in a group jn(Pritchett, 1997)
specified circumstances or occasions.
Relate to a specified and defined group of individuals that
consider themselves bound by the system of rules by vjrtue
of their membership of the group.
Contract An enforceable commitment, made under an establishe(Hausman and
legal system and recognised juridical authority, between Kraakman, 2002)
parties recognised as exercising and / or exchanging
specified rights within a given specified timescale.
Parties share a common understanding of how they are
bound in relation to each other what activities and
behaviours they are bound to. Contract terms are
considered to embody the understanding between parties.
Property Range of rights and privileges individuals are legally (North, 1990);
right granted over their labour, foods, services or assets they (Libecap, 1989)
legally own. (Hodgson 2008)
Property rights confer ownership that is legally granted
enforceable and protected by a state authority. Ownership
is distinct from possession
Predominantly | Norm Specific actions and outcomes that are permitted, (Crawford and
Implicit recommended, obliged or forbidden under specific Ostrom, 1995)
Institutions conditions. (Alesina & Dollar,
2000)
Have a rule like nature but sanction may not be expressly
specified.
Custom A social complex of shared habits — relating tmapgof | (Easterly, 2003);

individuals

A communally prescribed act whose purpose and utility
derives from shared observance based on shared
acceptance, belief expectation of gain or loss in the fut

(Hodgson, 2001)

4 Codes, conventions, norms and customs will all beadestfferently depending on the context and
perspective of the person(s) experiencing them. Whilstategories suggested may hold — nuance of

definition may be added or subtracted. For example a datba soldier may agree on broad definition of

a code or convention but have additional nuanced diffetem derived from their different traditions.
*5 Property rights are specifically included here becausieeséconomic context of this work. Note

however that they are being illustrative of the mibnal form. Other rights relating to social intefians
also qualify. For example legal rights, human rights etc
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Table 3.1 Continued

Definition of forms qualifying as institutions

Institutional Institutional Definition References
Category form
Other Family A primary social group of kin linked together by, | (Dalgaard et al.
“Complex” marriage and / or law and encompassing specified 2004)
Institutions customary and legal obligations, restrictions and

commitments relating to nurture and sexual relations

Primary function of nurturing and socialising the newborn

and involving regulation of economic, reproductive and

sexual relations

Clan An extended group of kin linked together by descent,
customary adoption, marriage, common claimed ances{ry

or hereditary

Organisation

Bounded groups of qualifying members in relatiosship
governed by systems of rules that define and coordinat
individual roles, responsibilities and actions towards an
acknowledged purpose.

Membership is specified in accordance with distinguish
criteria

Relationships are coordinated “according to some
decision rule or persuasion — a mix of authority and
custom”

(Schmid, 2004)
e (Hodgson 2001a)

Market

Organised and institutionalised exchange of comnesdit
involving assignment of contracts and exchange of
property rights..

Coordination and cooperation involves repeated
transactions, negotiations and contracting in accordang
with established and accepted rules and behaviours,

(Hodgson, 2001a)

e

State

A sovereign, recognised public authority within an
exclusive jurisdictional domain.

A nationally and internationally recognised system of ry
that constitute, organise and express public authority o

(Burnside, 2000)
(Easterly, 2003)
(Hudson, 2004)
les
er

an exclusive territorial domain and society of people
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Figure 3.2 below graphically represents the categorieedbonomy within which the
examples of institutional forms are located.

Figure 3.2

A Graphical Representation of A Taxonomic Classification of Istitutions
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Notes on the taxonom
1.

This taxonomy is put forward for a purpose - to facitéite assessment and study of the influg
of institutions on economic development of a countrynak to provide a categorization and
description that is meaningful in the context of a couategonomic and social political
development. In addition it needs to provide a useful, pragmuatl usable framework for
discussion and fieldwork (i.e. comprehensive but not dedroeate or unnecessarily complicatey
Able to be used to explain and help interpret the reidayis observable on the “ground”)

The proposed taxonomy should enable more focused and dirstiimg study of institutions and

nce

related features. It should help clarify what matterd how and make it easier to avoid interesting
but less relevant distractions and debates that disatéegather than help integrate the insight and

understanding that we are seeking.

The emergence of particular form of institutions catede the development of another. The
sustained existence of some form of institutions presaspbe pre-existence of another form.
Forms of institutions can be seen as evolving, oramtther, coevolving one with another or
developing in proximity one to another. The dynamics ofu@iai, co-evolution and developme
are outside the scope of the taxonomy (to be discussep-latavever the representation of forn
within the category should be consistent with what wenkaloout how institutions develop and
change to emerge from and succeed each other.

The taxonomy is however not intended to (and is unlit@lguggest that cultural features and
broader social considerations do not matter. By offegitexonomy that focuses on institutions
the role of associated features can be identified Sepasand more clearly explained in relation
institutions.
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Having presented the taxonomy of institutions, it is imgarto emphasise that | have
specifically and deliberately excluded from this classiiicaa number of terms often

associated with institutions but not qualifying here as utsits.

In this respect it has to be emphasised that belgdasiand values are not rule-like and
therefore are, strictly speaking, not institutions. Altto beliefs, ideas and values may
be held by different people and some do influence soalkéannomic choices and social
behaviours (Hampden-Turner and Trompenaars, 1993) they amseves not
institutional because they do not systematically stru@ndeorganise human interactions
in a rule-like manner nor do they depend on depend colertigntionality or

independently create deontic poweérs

Institutions by definition are socially obligatory, sdlyi@nforced and socially
sanctioned. Human beings within a give society cannobatpdf their obligations and /
or their implications. The fact that individuals agpt out of holding a belief, idea or
value — indicates their non-obligatory nature. It is giasgshat beliefs, ideas and values
may under-pin or reinforce institutions (Thompson, Ehsl Wildavsky, 1990), but this
merely indicates that they need to be seen as beihgfgae broader cultural setting of

institutions. It does not mean that they themselve$raeeinstitutions.

“% It has to re-iterated that beliefs are not the sasmeorms. Beliefs relate to propositions that ate by
individuals to be true. Norms are activities and outsthmt are permitted, recommended, obliged or forbidden
under specific conditions (Crawford and Ostrom, 1998)esina & Dollar, 2000). It is of course possible tovda

belief about a norm — but that is clearly a different maitel is not the same as saying that a belief is the asime
norm. Most importantly it has to be emphasised that namnstitutions whereas beliefs, in themselves and an the
own, are not (Ostrom, 1995); (Searle, 2005)
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Table 3.2 below lists these additional terms thatraportant for a full appreciation of

how institutions matter and why they matter. | refethiem as Myths, Beliefs and

Ideologies and see them as socio-cultural expressfadsruity, values and attitudes. |

consider them to be important expressions, influencerslaukrs of institutions life.

However for the reasons described above, they ardyctest institutions.

Table 3.2

Myths, Beliefs and Ideologies (Socio — Cultural Expressions tdentity, Values and

Attitudes) '

Definition and Comment

References

Habits Self actuating disposition or tendency to engage ina | (Hodgson, 2001)
previously adopted or acquired form of action” (Hodgson, 2001).
Habits are formed “through repetition of action and
thought” and are “the basis of reflective and non-reflective
behaviour”

Habits are associated with individuals even though
different individuals might have similar habits.
Beliefs Propositions (consciously) held to be true (Hahn, 1973)
(North, 2005)
Beliefs underpin and shape institutional reality but are
themselves not rule like and therefore not institutions
Beliefs are held at an individual level even though they
may be shared amongst a group of individuals.

Attitude An organisation of several beliefs around a sjpeaifiect | (Spates,1983)
or situation. Attitudes are implicit and not codifiabldéwey | (Rokeach, 1973)
operate at an individual level even though a group of
individuals may share similar attitudes.

Value A conception explicit or implicit, distinctive ofia (Spates1983)

individual or characteristic of a group, of the desirable
which influences the selection from available modes me
and ends of action.

Values are not codifiable - they may be internalised
instigators of behaviour which are not always self evide

They operate at an individual level even though a groug
individuals may share similar values.

(Kluckhohn 1951)
2ans

nt.

of

Rites and rituals

Customary practices or activitiesroéissociated with
religious belief performed in observance of an event of
social significance

(Douglas, 1966; 1970;
1973)

Ceremonies

A specific activity or behaviour enacted ¢ogeition of

(Douglas, 1966; 1970;
1973)

the significance of an event or occasion

*"| have included in myable 3.2descriptions that are closely associated and involvddimstitutions
indicating. These are presented for completenessfevatitiate them from the true subgroups of
institutions given inrable 3.1above. Indeed appreciation of these aspects (bdigiits and values) is
critical to the understanding of the nature institutishgreas appreciation of concepts such as culture,
social capital and so on (further discussed below), whtistesting, is clearly less crtical.
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3.3.3 Institutions, culture and social capital

Before drawing the chapter to a conclusion it is nesgdwiefly to locate two other quite
different concepts that are often used in associatitip alongside and / or instead of
institutions. At times it appears that these conceplsdeas are related to, or even
defined as institutional without adequately explaining their provenance or their
varied usage. It is evident that this mixed reference aed ambiguous use of these

concepts may tend to further obscure what institutioesad what they are not.

The terms “culture” and “social capital’ are ofteffereed to in discussions relating to
economic development and are sometimes used interchiygean explanation of
institutions and vice versa. In the case of “culturstigigest that the term refers to
considerations that need to be taken into account aeddnehay have been somewhat
ignored by traditional mainstream economics. Howevisrrniecessary to avoid equating
institutions to “culture” and vice versa. It appears esskeinstead to admit the
importance and role of “culture”, but to do so in suehagy that clarifies what “culture”

is and is not and how it relates to and is differemtnfthe specific idea of institutions.

In relation to “social capital’ | suggest that the whijaining widespread usage the
concept has remained ambiguous in the way it had beendhpplietherefore remains, in
this taxonomic context at least, of limited additioegblanatory value over and above

the terms that are already used to explain what is€lyatmust, norms, networks and
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social ties). | suggest that for the purposes of this ghelgirect reference to the

underlying terms is more meaningful than adopting the tercidkcapital”.

3.3.3.1 Institutions and “Culture”

Descriptions of culture can be broad and lacking in spégifithe Cambridge
International Dictionary of English (Cambridge Univeydttress, 2001) refers to culture
as a way of life, — as in: “the way of life, espegiglie general customs and beliefs, of a
particular group of people at a particular time” So comzk it comes across as being
quite difficult to pin down. It is multidimensional; dyméc; a whole of interacting parts;
characterised by tangibles and intangibles and evidabtdyt ways of thinking and

seeing not just ways of behaving.

Kroeber and Kluckhohn’s (1952) detailed review of definitiomsran extended period
testifies to this. Their study identified a number of espntations of culture and the
different perspectives that they repre&efithe representations included for example
descriptions of culture as:

a) the human state of being,

b) a historical evolution of practices and behaviours,

c) a summation of norms and rules governing ways of life,

d) the resulting and reality creating synthesis of husféort and experience,

e) the learned behaviours of a society,

8 For example Kluckhohn & Kroeber’s 1952 study of definitiohsutture “Culture, A Critical Review of
Concepts & Definitions” refers to definitions of cukuthat have developed overtime. They group different
definitions from different perspectives — the Geneties®iptive; Psychological; Structural; Normative
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f) the common habits of a group and

g) the evolving and transmitted ideas through generations.

Not surprisingly the conception of the nature of culiten reflects the particular
emphasis and focus that has been brought to the en§ram. an anthropological
perspective one of the central debates on the natutdtofe has centred around whether
it best seen as a response to the practical problelnengf(as in Marvin Harris’s (1979)
conception of cultural materialism) or if it is betseen as society’'s attempts to mediate,
make sense of and order its experience (Douglas 1966) .t Isetise culture is seen as
both changing and rigid. Mary Douglas (1966: 128) refers toireuin broad terms in
relation to a categorising, facilitating, sense-makingd @rdering role with a cohesive

and enjoining capacity:

“the public, standardised values of a community, (whickdliates the experience of
individuals. It provides in advance some basic categ@&ipssitive pattern in which
ideas and values are tidily ordered. And above all ibldisority, since each is
induced to assent because of the assent of othefgy. Culture is a series of
structures which comprise social forms, values, cosmotbgywhole of knowledge
and through which all experience is mediated. ...Thelsitergact the form of social
relations and in giving these relations visible exprestiey enable people to know
their own society. The rituals work on the body politipough the symbolic medium

of the physical body”.
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Further developments of Mary Douglas’s theme are repted in work by Wildavsky et
al. (1990), which portray culture as way of life influencedsbgial biases and social
relations. In this conceptualization culture can b& seeconsisting of mental products,
(values beliefs, norms, rationalisations, symbols dedlogies) or as a total way of life
(the interpersonal relations of people and their attgudehus Douglas and Wildavsky et

al. see culture as being in the mind and not just in titenmal world.

Wildavsky et al (1990) go on to introduce the idea of “myth®ality” which inform

and influence the way social groupings perceive of anteredaheir world. They
postulate a theory of socio-cultural viability - seekingxplain how a way of life gets
created and sustains itself and why particular wayseoféy wax and wane. Their
argument is that social relations and cultural biased tebe congruent with and
mutually supportive of ways of life. In particular theyeu3ouglas’s Group — Grid
typology to present the underpinning for their focus dtucal bias®. In their view
societies can develop 5 particular biases depending atrémgth of the social grouping
boundariesand the strength of thelesindividuals feel subject to and regulated by. In
their conception of cultural biases, social groups atdéd & number of associated

myth®’s, which are supplied by and reinforced by institutions. (8Vity et al., 1990).

9 Wildavsky et al (1990: 5) assert that " ...althoughamesti& neighborhoods, tribes and races have their
distinctive sets of values, beliefs and habits, thagic convictions about life are reducible to onlgwa f
cultural biases" Using Mary T Douglas’s grid / group tgmyl they refer to a boundary effect the
experience of being part of a bounded social unit, a gribet e the rules that relate one person to another
on an ego centered basis and a prescription effectextbit to which social context is regulated and
relationships subject to prescription.

*0 They also introduce 6 orienting myths of nature “Natupri@ious”; “Nature Perverse / Tolerant”;
“Nature Benign”; Nature Ephemeral”; “Nature Resiliemnstitutions are seen as supplying and reinforcing
these myths within a social grouping
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The Wildavsky et al. definition and usage shows how ttwiception of the nature of
culture is closely bound with the representations andrige®ns that they use for
representing it. For them culture is complex, tanggiolé intangible, given and giving,
individual and social and institutionalising and institutiogating. They further suggest
that it is possible to gain some access to and undersganioultures by considering
some of universally applicable descriptors of orientatiahragth (Wildavsky et al.

1990). On the question of how culture relates to institutibey state:

“A recurring debate among social scientists is whetistitutional structures cause
culture (defined as values and beliefs & mental products) arreudiuses structure. As
our definition of ways of life makes clear we see nsoedo choose between social
institutions and cultural biases. Values and social oelatare mutually interdependent
and reinforcing: Institutions generate distinctive setsreferences and adherence to
certain values, legitimising corresponding arrangemerdising which comes first and

which should be given causal priority is a non starféfildavsky et al.,1)

Hofstede(1991) and Hampden-Turner and Trompenaars (1993) workniiea 8ein

and also present us with suggested universal descriptorgurechilit based on empirical
studies of the responses of large numbers of individuais different countries.
Hofstede’s work based on a study of IBM workers from Sinhtges across different
geographies draws out at (the nation level) dimensibaoslral values relating to:
power distance, uncertainty avoidance, individualismectilfism, masculinity-

femininity, and long- versus short-term orientation fdtede, 1991). Similarly Hampden-
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Turner and Trompenaars in their study of 7 capitalisbnatdraw attention to what they
call “valuing processes” a combination of which are helgreater or lesser measure by
social groupings from different countries (Hampden-Tuam&t Trompenaars, 1993).
These valuing processes create quite distinctive cultw@sh inform and guide not
only how they behave and organize activities but alsd thleg produce and how they

produce it.

What emerges is a sense that the concept of cultbreasl, broadly-defined and
encompassing of many different aspects. In additiorsitoean used in ways that are
suggestive of culture being fixed and given (when typifying asdrd@ng cultures) as

well as dynamic and evolving (when adapting to environmenthtacial requirements).

However it is perhaps more appropriate to view culturg e@smplex pattern of values,
beliefs and norms, which influence a social group’s behaal and material orientation
and determine activities and choices. In this sense cudtumanifest in, but not equal or
equivalent to, a social group’s shared ways of life, inolydhabits, customs, myths,
symbols, artefacts, and institutions. It can alsed®n as an emergent property of social
systems (Hodgson, 2001a: 293). In this respect it is alstifaneted, complex and
dynamic and irreducible to its constituent parts. Cultoa¢ters, but it does not do so in a
narrow, deterministic or static sense. Culture hasvgortant and directing influence on
social and hence economic behaviour and activity burtfltgeence is not static and

predetermined.
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However for analytical purposes, being so broad and macstiéd a concept is
cumbersome and problematic. Allying the concept of cututbe (now) better defined
and delimited notion of institutions that is being presgmntehis study, compounds
rather than reduces the potential analytical muddle. Mgsbrtantly (for the purposes of
this study) culture is not the same as institutions ama@ancept of culture is not

interchangeable with the notion of institutions.

As economists focusing on institutions and incorporatiegntin our analyses of
development it is necessary to reinforce rather than thenynportance and relevance of
culture. This is because institutions are conceived ag le#nbedded in a social and
cultural context. In doing so we should seek to avoiihfalioul of the tendency that
Billig (2000) notes to be common amongst economists, dibhignore culture because it
seen as irrational and messy, or alternatively tokavbin narrow, static and

deterministic terms.

Billig notes that often for economists “culture remmts the unimportant, irrational,
messy noise that we must hold constant if we ever tmget on with formal analysis.
But there have been a few economists in the lasddemaso who have "discovered"
culture and think it important (North, 1990; Sowell, 1994; Kamiand Huntington,
2000). Unfortunately, many of those tend to adopt a rathiggquated view of culture as a
static, prior, and disarticulated "thing" that ensnands/iduals within its powerful
clutches and persists unchanging into eternity” Billig goe®@uggest that what is

needed is a different way of approaching the role oticeillto avoid simplistic thinking
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and to incorporate culture into economic analysis. Fogumimnthe differentiated and

better defined role of institutions may give us a raalgpportunity of achieving this.

3.3.3.2 Institutions and “Social Capital”

Social capital has in recent years grown in populasty concept used to point to, or to
explain, situations deemed to have been affected advénséhe existence or absence of
social ties that are beneficial to economic andaeeellbeing. The term “social capital”
is attributed in its recent regeneration to Bourdieu (128%),in different respects to

Coleman (1988) and to Putnam (1993) and (1995).

Bourdieu (1985) saw social capital as involving individual's dediteecultivation of
relationships and involvement in groups in order to develapress. Hence the
individual established relationships with a network ansbimloing gained access to the
networks resources. Coleman (1988) emphasises the impabsacial structures and
the way that they benefit individuals. Coleman’s contién pays attention to the
mechanisms that enable structures to create these belreétdition Coleman has been
seen as supporting the concept in its applicability to aitgqun of human capital (Portes,
1998). Putnam on the other hand draws attention to thetiamge of horizontal ties and
considers the evolution of new networks and organisatfonals on reciprocal
interactions between people and the effects on tbhdective action and social identity

(Putnam, 1995).
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Portes (1998) discusses provenance of the term “socigaamd goes on to note that
the term has gained extended usage outside strictly schalatgs. It has become
widely disseminated and evident in everyday language. Hlbagyained widespread
usage across the social sciences and notably withinl@amglsade discussions of
institutions and development. Furthermore it has beateckto or defined in relation to
networks, trust and norms. Portes (1998) notes that “tim¢ gaapproaching at which
social capital comes to be applied to so many events awdrirany different contexts as
to lose distinct meaning”. For the time being the conseappears however to have
settled around “the ability of actors to secure benbfitgirtue of their membership in

social networks or other social structures” (Portes 1998; 8)

Charting the provenance of the term, Portes notes,Jewihat the core idea represented
by the term social capital (i.e. that involvement andigpation can be beneficial to
individuals and communities) is not new, at least to $ogists. He argues that it

“simply recaptures an insight present since the verinbegys of the discipline
(sociology). It can be seen as an exercise inlyelliag ideas and concepts which is “to a
large extent, just a means of presenting them in a appealing garb” (Portes, 1998;

21).

Woolcock and Narayan (2000) identify a number of differensgectives of social
capital. The “communitarian perspective” equates saaiaital with local organisations
such as associations and civic groups. The “networks persggubints to the

importance of social ties within and between groups. Trisitutional perspective”
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points to the importance of political, legal and institoél environments and the
“synergy perspective” emphasises complementarity o stlal community / private and
public as a means of addressing effects of weak, hostitelifferent formal institutions

and environments.

The concept of social capital is also not withoutiiics. Its rapid proliferation and use
across so many situations and events and has left cera=ta its real utility. It is seen
as coming across as an idea that has been over-promagpeaipdoynents and that is
unlikely to remedy major social problems. Portes, (1998: 2d Scchuller et al. (2000),
whilst acknowledging its widespread adoption and value in ptioga different focus
on the development debate, nevertheless acknowledgal@nof important criticisms.
The common criticisms include:
a) concerns over usage alongside other forms of capitahvane quite different
in nature and meaning within economics and the social ®senc
b) the multiplicity of concepts embraced under the umbrdlisocial capital,
c) the difficulty of meaningful quantification; and (probalohpst significantly)
d) the circularity of argument that presents socialtehps a property of
communities and nations as being both the cause and eftetitiiess caught in

a meaningless tautology.

In addition Ben Fine (2001) sees it as a construct tlmatiswthe "proper confrontation”
with political economy. He challenges the use of ideiisout engaging fully with

corresponding and relevant literature. Fine (2001: 19) ndtesre-introduction of the
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social has the ... dual aspect of both smoothing the acceptén at most marginally
altered - economic policies and analysis and of broadeningcthpe of justifiable
intervention from the economic to the social in ortdeensure policies are successful.
Social and covert political engineering is to complensmonomic engineering with

social capital providing a client friendly rhetoric"

In view of the definition and taxonomy of institutiortdféred above) | suggest that
whilst the term (social capital) has re-introducedrtée such as trust, relationship,
network and norms to policy discussions, for the puepad this study it does not add
clearly different ideas that are not already contaamedl/ or more precisely and
accurately explained by reference to earlier / origoheds (and the literature relating to
them) directly". In this present study | will refer directly to netwarksist and norms in

preference to the broader catch-all concept of soajaital.

3.4 Conclusion

There is growing acknowledgement that institutions pfayngortant and significant
role in economic development, and a deeper understantiihg nature of institutions.
In addition institutions have been more widely studiettebelefined and their impact
better understood. Yet despite this progress, an authegitattonomy of institutions has
still been lacking. For those seeking to understand havwéy institutions matter, the

increased definition has raised the need for taxononmstfutions. This is because

*1 Discussions of the importance of networks, trust aratioaiships and the importance of ties ethnic and
otherwise are directly and arguably more specificallyesiked in works by Granovetter (1985); Landa
(1997); Whitley (1992); Ostrom (2000); Tilly (2004) to menttart a few.
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institutions relevance, scope and priority in economaeustanding cannot be advanced

without establishing such taxonomy.

Whilst there have been endeavours to classify typesuotutions, the development of a
classification of institutions for use in empirical exaation of real life experience has
proved elusive. A number of important considerations uigdgré problem of a lack of
taxonomy and have encumbered its further developmestitultions are numerous. They
come in many forms, are multi-faceted, and are maniiestvariety of ways and at
different levels. These considerations have made ideitification, differentiation and

definition, difficult.

The taxonomy advanced in this chapter takes existingpeemteefinitions further by
providing criteria to establish how to categorise ingang. It draws from existing
scholarly work defining institutions and identifies ttaegorising criteria as being how
they how essential and fundamental they are; howiarpk explicit they are; and / or

the way in which they are formed into distinctive ananplex regulating arrangements.

The taxonomy therefore goes further by providing furthecrij@sve detail to the overall
definition of institutions previously offered. It sugges&segories of institutions and
provides an illustrative listing of forms that are repreative of the categories identified.
In addition to providing a descriptive and discriminatirework that clarifies and

classifies institutions (for students of institutions arslitutional change), the framework

137



provides a basis for empirical institutional study by praxgda means of identifying and

then sorting out what matters as a society changearaadonomy develops.

Finally the better definition, taxonomy and represewvedisting of institutional forms
together enable easier differentiation of institutibosn other commonly used and often
related terms and aspects, which may be of interestlier reasons but are not of

immediate relevance to this examination of how instingimatter.

138



CHAPTER FOUR

THE DEVELOPMENT OF THE UGANDA COFFEE SECTOR: AN
INSTITUTIONAL PERSPECTIVE

139



4 The development of the Uganda coffee sector: an
Institutional perspective

4.1 Introduction: the coffee development story

The purpose of this chapter is to examine the developmém €Jganda Coffee sector
from an institutional perspective. The taxonomy advdnaoehe previous chapter is used
to distil out of an empirical case example a descmpdibhow specifically institutions are
implicated in such a development experience. The chosse example is the creation
and development of the Uganda coffee sector. The ahstpies by identifying the
variety of institutions involved. The taxonomy is thesed to map the way influential
institutions developed and interacted and the differeasntiley played. In doing this it is
shown that the completeness of the development dapgnds on a refined
understanding that differentiates various types of instigtithe roles they play and the

varying levels of influence they had.

The coffee development story is essentially a stbopmmercialisation and
commodification. It is also a story of significamicgal-cultural and institutional change.
In order to understand this duality, appreciation of theepdan role of coffee in society
is important. Ugandan coffee is primarily an export cidpmestic consumption of
coffee remains negligible. In Uganda there is noldistaed tradition of coffee

consumptioff. Although Robusta coffee (Coffea Canephora) grew viddgthe shores

2 As there is in Ethiopia for example helping to make Fiaid\frica’s largest coffee producer.
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of Lake Victoria it was never traditionally used as advage by the indigenous
people&. The coffee bean has, nevertheless historically lkp cultural significance
amongst the Baganda people and culturl pre-colonial times it was not unknown for
whole families and clans displaced by war or famine igrate (Kusenga) and resettle or
seek refuge with other communities under the protecti@npaiwerful chief or king.

Rites and rituals often attended the integration of psdpléhe communities. Coffee
played a significant role in the Baganda blood brother(@tkutta Omukago) which often
accompanied the affirmation of acceptance. In thisIngagicipants exchanged and
chewed beans that had been dipped in each other’s bl@osigis of acceptance and

togetherness

Before 1900, therefore, coffee growing was not an extegsinenercial / economic

practice. It was not recognised or introduced as a comaherop until the beginning of

*3 Both Uganda and Ethiopia have coffee deeply rooted iarfiiand culture but in quite different ways. In
Ethiopia it is part of the folklore and Ethiopian legend adsa@ special place for coffee in folklore and
culture. The traditional coffee session consists opgrations in accordance with the legend of Abol,
Atona and Baraka, 3 men in search of God, expecting Mannahiearen faced starvation. God revealed 2
plants kat and coffee — instructing them to chew theskeat’ one and drink the infusion of the other. Each
prepared the infusion and offered it to the other tvem¢le the 3 preparations) at which their hunger
disappeared and they were able to continue with theit.D#®er legends relate to the discovery of the
stimulating effects of coffee by an Abyssinian goathert4i#5 chewing the coffee cherries after noticing
his goats prancing "in an unusually frisky manner" afténgithe same. The news is said to have spread to
Monks in a monastery and "soon..all the monks of thiEerrevere chewing the berry before their night
prayer". In Ethiopian tradition and culture coffee waseveld to have hunger suppressing qualities,
imbibed with mystical enlivening qualities

** The people Baganda and the territory Buganda is not symmrsywith what became the country of
Uganda. Geographically and ethnically Uganda is much mareBoganda (the pre-colonial Kingdom)
and the Baganda (the people). It has been noted thatomisimcements, misspellings and
misunderstandings often led to early dispatches and agnéeneferring to the Kingdom of Uganda
(instead of Buganda). Eventually when Buganda and the surrgudidiricts and peoples inhabiting them
were brought into one colonial entity as a Britisht@ctorate this was called “Uganda” — a colonial
creation that neither equated to the previously exj¥imgdom nor described the variety of language, race
and ethnicity that was being annexed.

5 Whilst the blood brotherhood cultural ritual is to mytedge no longer practiced today, Buganda
society’'s inherent openness to outsiders still remaidsrasome traditional settings a visitor may still be
offered (bloodless!) coffee beans to chew on visitatwittsin Buganda.
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the twentieth century, after the establishment oBthigsh Colonial Authority over the
country®. The Uganda coffee sector as it exists today is theempience of complex of
social-economic and institutional change that tookeplztween the late nineteenth
century and the present day. It represents the trarstiomof coffee from a natural
artefact of ritualistic significance to an internatibp#raded commercial commodity.
The development story told in this chapter is the stéhow this happened, the
institutional change involved and the socio-economic dewedmt outcomes that

resulted.

4.1.1 Why choose the coffee sector

As noted briefly in introductory remarks in chapter 1,¢bffee sector is chosen as a case
study because its transformation has echoed in many thhaychanges in the wider
Ugandan society that the sector is part of. Over 8telld0 years, the sector, like Uganda
itself — has emerged and become socially and politicatgbéished. It has developed
institutionally and economically. Its fortunes haveiedwith successive changes in

political fortunes and with internal and external inflaes and developments.

In addition the sector can be seen as epitomisinghdueges over time that other African
developing countries (other than Uganda) have experienchdiintider developmental

transformation from hesitant colonisation to indepehddrican staté&’.

* Focus group discussion and exchanges with Uganda coffee saxttoipants.

*" The creation of Uganda a protectorate marked the culimrinaita British colonial interval of somewhat
mixed intent. As in a number of other former British cadsrin Africa, the interval curiously combined
disparate religious, commercial, exploratory and colonisimgerns with the meddlesome representation
of the activities of missionaries and philanthropists, agehthe Imperial British East Africa Company.
Uganda was created as a result of the collusion and titiorpeetween varied foreign interests, traditional
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The coffee sector also represents a significant seatioin the Ugandan economy in its
own right. This significance is social and economitie sector has a large geographic
and socio-economic footprint. Recently coffee accoufaedbout 20% of the country’s
export earning8. Coffee is widely cultivated, engages many farmerstlaeid families

in its activities and is believed to benefit about 3len directly*. In addition it
employs, directly or indirectly, about 5 million peeghrough which it impacts the
livelihoods of about 7million Ugandans - approximately 25%hefpopulatioff.

Figure 4.1
Map of Coffee growing areas in Uganda
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rulers and influential local and foreign notaries. As yY&@hamba (2002; 4 - 5) notes often local rulers did
not understand the implications of agreements they signing and the colonial interest at the time was
not peoples but spheres of influence, strategic advantageeaae or commercial gains

*8 Exports in period 2000— 2004. Data compiled by East Africae Einffee Association. In recent years
coffee earnings have fallen by 60% due to lower world paoeslower volumes (In part a result of the
spread of Coffee Wilt Disease which since 1996, istedithve destroyed about 45% of the older trees)

% Coffee is cultivated in the south, south west, eastamth west tip of Uganda. It engages 500,000 small
holding farmers and their families. (UCTF 2004 / 2005 YearboakFeocus Group verifications

0 UCTF 2004/2005 Yearbook and Focus Group discussions
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Coffee thus not only represents a large number peopkewadi it is grown and marketed
encompasses aspects that are the very essenceiosidgaificant parts of southern and
eastern Uganda. Today the coffee sector has develapea flly fledged agribusiness
that involves a number of differentiated specialiseds.ol his structure enables the
sector to impinge on society at different levels — stragchiom the rural farmers to the
international export traders.

Figure 4.2 below shows the coffee sector’s current streietod roles — illustrating its

now well developed structure.

Figure 4.2
Coffee Sector Structure and Main Industry Roles - 2004
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Source: Compiled using data from UCDA and East Africa Fine Coffees Association

The sector is therefore representative of diffeespiects of developmental spheres and
can be seen as being rural and urban, modern and trajidomestic and international,
indigenous and foreign, public and private. Therefore thentlyaoffee sector is clearly
an excellent vehicle for examining the Ugandan developanahinstitutional change

experience.

144



4.1.2 Distinct phases of development

The case work shows that from an institutional chamged@velopment perspective it is
possible to identify three distinct phases through wheh.tganda coffee sector was
created and transformed into its current manifestafiba.first phase wathe colonial /
commodification phase in which coffee was first identified and exploitechas
commodity. The second phase Was post independence / interventionist phasghich
the sector was expanded and key the state and privatesisteought deliberately to
establish and institutionalise their dominant role mghctor. The third phase was the
post conflict / liberalisation phase which state authorised a rolling back of its own
explicit intervention and substantially redefined thsidaf sector participation and
control of sector activities. Using the taxonomyawaituced in the previous chapter, the
three phases of evolution are described mapped and analysternmine the key events,

influences and development implications over the wipariod.

These three phases occupied distinctive (but connectedesling) historical eras with
dominant (but changing) configurations of group identities atetests, socio-cultural
myths and ideologies and institutions. Hence in thiptehahe phases are examined in
the first instance as distinct eras of developmeamasate from preceding and succeeding
phases of development and then re-examined and assessegsisots of an ongoing
dynamic, complex and ongoing evolution — evidently changimgtone time and leading
to the current development and economic outcomes argtélent incarnation of the

sector.

145



4.1.3 The situation prior to colonisation

Politically, socio-economically and institutionallyet territory and peoples that were later
to become known as Uganda, inhabited a very differenstape before the colonial
period. As a brief backdrop to the study that follows —liteipful to draw some attention

to some key differences.

Socio-politically, there were a number of key diffezes. There was no Ugandan state,
nation or administrative unit. The area that was to fthrencountry of Uganda was
inhabited by over 50 social groupings of different admintisttamake up (Kanyeihamba
2002) . Some of these societies were organised into ¢sett&ingdoms with chiefs,
supreme chiefs and hereditary leadership lineages (for exddngbhnda, Ankole, Toro
and Bunyoro) whilst others consisted of more disparatgjgnised socio-political units —

with varying chiefly and non-chiefly leadership models.

Economically the societies were typically part egitural, pastoral and trading. By the
time the colonisers arrived in the southern Bantu ateasanas had been cultivated and
cattle had been kept for hundreds of years (Reader 1997; 291-31/&m8ets had
developed and trade routes had been developed. Local exadrahgyade, and some
trading centres had been established. Long distance typamlly associated with high

value commodities was emerging (Reader, 1997; 257 - 290).

Not surprisingly the institutional landscape too was thifie. A wide range of

institutional forms existed. Different languages, famiaesl clans had become
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established. Associated norms and customs were evidemnt,d#fining roles and
obligation within and between social groupings. Systentavokxisted — under the aegis
of chiefdoms, or kingly states. Organisations of militang / or commercial (trading)
nature were also evidently emerging (Reader, 1997). Thex®fxmurse as yet no
sovereign Ugandan state, no apparatus of nationalestatmistration, and no coffee
sector. The institutional landscape though, rich and davees quite different from that
which was to emerge following colonial intervention anel associated introduction of

new influencing factors and different social pressuresnaeds.

4.2 The first phase: the commodification of coffee

The institutional story that is the focus of this stutirts with the single most significant
and defining event of the first phase of developmentcteation of Uganda as a national
entity. This single historical event set in motion titker major changes in the power

political and institutional landscape that can be $eday as the defining characteristics

of first phase of development covered by this study.

The new constitutional arrangements arrived at in 18% (ihe annexation of Uganda
as British protectorate and in 1902 with the Uganda Ord@oumcil), created a new
overall institutional reality a& nation levelwvhich provided the crucial foundational
institutions that enabled the creation and establishthentoffee as a traded commaodity.
These foundational institutional developments includedgd®im implicit institutions as

well as deliberate creations of explicit and codifiestitutional arrangement sector
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levels.In addition existing special institutions (such as the ligmvolved and changed
and new ones such as the modern state and its orgaketsrend private and public
organisations emerged. The rest of this section dest¢hbd®y events that shaped the
institutions that defined the development experiencesabf ebthe phases identified and

under study.

The first phase of institutional development took pldieng the colonial period starting
with the emergence of the new independent African ndtie. between 1894 and 1962).
The 1902 Order in council established British sovereigntiypaiitical, legislative,
economic, administrative dominance over the indigemoless and their associated
chiefs, peoples, families and clans. This created a atamlevel authoritative identity
around which other dominant interests and identities i&e re-aligned. The executive
commissioner (later governor) and his associatednnaldng (legislative) and rule
enforcing and sanctioning (executive) powers became the nexmalat reality of a now

dominant colonial administration.

Much of the early colonial administrative developmemése concentrated in Buganda.
The Baganda people — hitherto identified as family androambers and subjects of the
Kabaka of Buganda, becaradditionally subjects of the British Crown. The interests of
the Imperial British Crown rather than those of Kiweg of Buganda were now in the
ascendancy. Baganda territorial chiefs (Bakungu) previouslgnihe sole patronage of

the Kabaka were gradually to become agents of the cokmainistration and not the
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Kabaka’§'. The Bataka, clan chiefs overseeing the extensive gfiars were to remain
closely identified with tradition but the position et Kabaké was to be relegated in
power and authority and marginalised in affairs of &tatience the nation level changes
circumscribed the “state” power of the Kabaka ancthisfs and introduced the new
state powers and national interests of the colomed@ive and the new European

settler§®.

4.2.1 New institutions and new roles

One of the first major acts of institutional legt&da of the new colonial interest and the
newly established sovereign authority was to negotiateraimate a new model of
property rights. The Buganda Agreement in 1900 introducedhadbland tenure to
Uganda that hitherto had not existed. Half the land in Bdgavas designated as Crown
property whilst the other half was distributed in plotsqiiare miles (to become known
as the mailo lands) to 1000 nobles who could now hold tbisgpty in private ownership
(Kanyeihamba, 2002). This new model introduced the potentialiemmation and sale of
land as well as opportunities for personal agricultumabandry. Ownership and wealth
creation could now begin to be loosened from thectipatronage of the Chiefs and the

Kabaka or the hierarchical position within the famityctan.

®1 Bakungu - territorial heads of the counties - 10 - withchiefs and lower notaries. Responsible for
dispensing justice, collecting taxes and raising soldiettesimame of the Kabaka.

%2 Traditionally the Kabaka is referred to as Sabatatkee-premier head of the Bataka who are the heads of
the clans. The Kabaka is thus head of all the clansiaifids the Baganda practically and symbolically

83 Bataka - 40 - clan chiefs - estates in differentttmigs - clan system regulated by totemic avoidance -
provided social relationships of mutual assistance apdated social interactions and life.

% The governor ruled by orders and regulatory declarationsias@dvised and supported by a nominated
executive council and legislative council.
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From an institutional, analytical perspective the megislation introduced new rules that
inevitably were to change the social relationships amdantions that hitherto existed. In
terms of the taxonomic framework introduced earliegséhnew rules may be recognised
as representative of an institutional form that iegatised as being a mix of explicit and
implicit aspects. It was explicit in the way in thiaivas written and the rights it conferred
were specified and codified. It was implicit in thatdpresented a shift of decision

making authority over land — from the traditional hereglimmrangements to crown.

The new institutional arrangements effectively créatew and different enablement and
constraints that changed the relationships and intenscinvolving the mailo land, the
state, the nobles and the local clans and families.fifloigg is consistent with the
theoretical expectation discussed in chapters 2 and & affueh discuss the definition
and role of institution and recognises that thgystematically organise, enable and

constrain human beings and their interactions in a socféety”

Along with the new state sanctioned colonial politicé&iest came the new state
sponsored economic interest and models of economic prodactd marketing. The
colonialists brought with them new commercial agentsiaterests in the form of
merchants and farmers / plantation owners seekiggoww crops for export. Great

pressure was placed on the colonial authorities by Eurdpeamg interests to establish

8 Chapters 2 and 3 preceding discuss and establish theidefarid taxonomy of institutions consistent
with this observation.
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reserves and to alienate land for commerciad®u8e economy that was hitherto
composed of fragmented subsistence activities and rudinyegitchange and commodity
barter began to be to be transformed under institutiond&goe of unified state

authority (Collier et al. 1999; Acemoglu et al. 2001). Noar&were new interests and
new (often protected) roles for the new actors (Expoyers, merchant bankers and

foreign farmers as well as agents of the Britiske3tangaged in new economic activities.

Thus commercial coffee growing and trading emerged and exphamdiebecame
established under the protection and oversight of thenizdladministration forming

what was to become the foundation of European ownedapiamiagriculture. Under this
new institutional setting the sector grew. Between 19101844 it is estimated that there
were 135 coffee plantations covering 58,000 acres in the Baganea in the south of the

country’.

However the development of a plantation-based coffeaamy did not develop to
ultimately define this phase of development of coffedganda. Sector-level
institutional development having first favoured a plantagconomy was to develop
along a different path. What eventually emerged to guadhéeestablishment of the
coffee as a commodity in Uganda was a set of sectetHlestitutions which had as their
dominant defining characteristic the small holding caspper and not the plantation

holder.

% As late as 1921 the Carter Commission was recommettgihgfricans should provide labour and be
restricted to subsistence (and not commercial) farniggnda was seen as having twice as much high
quality land as Kenya and therefore more attractiva home for large scale plantations.

67 Zwanenberg and King (1975). Supplemented by focus group distassicexchanges with Uganda
coffee sector participants.
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The shift from an emerging plantation economy to a lidaltivated smallholding cash
crop economy came about at the end of the First Wlddand was a result of the
interaction of external events and ongoing internaétbgments. The initial external
stimulus for change was the dramatic collapse in wartdmodity prices. Thisexternal
shock” led to the abandonment of large scale commercial catidricoffee growing in
the country. Zwanenberg and King (1975: 63) note that "Underslaught - European
plantation agriculture collapsed and the prospects of &rgle white settlement in

Uganda, which had seemed so bright faded to nothing".

Amongst the Africans, the collapse of plantation agdnice represented a new
opportunity. In Buganda and the other southern areas\fioly the 1900 Buganda
agreement and other related treaties) prior state-lesttiutional changes meant that a
land-owning and tenant smallholding class had emerged. Aériware encouraged (and
coerced — through the local administration system abpage chiefs by the colonial
administration) to cultivate food and cash crops. Whithexodus of many large European
plantations, Africans operating on a much smallelessaized the opportunity and began
small scale coffee growing. The coffee smallholding Waus created at this early stage
of the sector’s evolution, establishing a pattern of afitice that remains institutionally

dominant to the present day.

The motivations that lay behind increased African invglgat in the cultivation of

coffee, either as small holders or as paid labourésuysised by a number of observers)
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were complex. The available writings, commentaries @rcumstantial evidence suggest
that Africans faced a mix of institutional and non ingt@nal encouragements,
compulsions and hindrances. Roscoe (1923) notes that in Buthendastom was that
women and serfs laboured on land and it was consideregaterg for men to work as
labourers. He notes that “it was not until they fateed for money and realised that it

was earned easily by cotton growing and coffee planhiagthey took to agriculture.”

Youe (1973) notes however, the influential role of the tmsbinal factors as well as. He
points to the combination of official encouragement anchspship by the colonial
government, as well as peasant labourers increasinggméiss to work on farms of
wealthy land owners (for marginal monetary requiresig s being factors as well. In
addition he points to the growing and encouragement and enfent of coffee

husbandry by the local bureaucracy.

Brett (1973) emphasises that the involvement in coffelecatton growing was for many
Africans a marginal activity which gave them leveragerdkie bureaucracy and the
plantation owners. This was because “the whole paliiad economic infrastructure
depended on their willingness to produce a cash crop vherep did not depend on this
crop for anything more than marginal requirements — tatgags, buy clothes and other
consumer goods” (Brett, 1973; 245). It is evident therefortetthhaas the whole of the
ongoing shift in patterns and ways of living associatel thie establishment of a
modern cash economy — that created the context withichwhe specific institutional

and personal motivations to cultivate coffee were derived.
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4.2.2 The creation of the coffee sector

This early phase of colonial development is theredbigracterised by the early
beginnings of what was to become the Uganda coffee sé@ttercoffee smallholding as
an institution was created. Coffee in Uganda began to geesla widespread activity
involving peasant farmers and families as well as midedoatur working on family

owned small holdings. Coffee became a part of mu@uganda’s every day existence.

Coffee also emerged as a cash crop. Enabling this devetbpnes an elaborate
interplay of sector-level and communal rules and reguis, practices and customs
which defined roles and allocated specific activities engéctor to different groups. The
beginnings of the infrastructure and mechanisms needed to prpdocess and trade the
commodity locally and internationally were establish&flicans produced coffee on
smallholdings and colonial and foreign private intereatsied out the processing and
foreign trad&. This infrastructure established some industry roles that persisted to
the present day — with small holdings remaining the presdriéricans and processing

and foreign trade being in part under foreign control.

By the 1920’s commercial organisations dedicated to exmdihe commodity trade
were activ€. In addition, government regulated and intervened ingbtsinitially to
protect (mainly) European farmers with more securem&to cushion them against

vagaries of market, and eventually to ensure standardzraciites to protect the quality

%8 Africans were initially restricted from participagjiin processing and trade so commaodity export trade
remained in the hands of a few dominant European merchants
%9 Among them European agents and merchant companies stz Cotts and Dalgety & Co.
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and reputation of the industry. Thus the colonial autiesrcreated the Coffee Industry
Board (CIB) a new institution to regulate purchasing, preingsand export of Coffee.
As cultivation of the crop expanded and concern forraernsial reputation and export
quality grew, further new coffee regulations were intradudhe 1932 Coffee Controls
required all coffee to be processed through licensed cuimnk and all coffee buyers
were to be licensed by government. The 1935 Native Produce tihgrkddnance gave
the colonial government the authority to restrict tielérof any African produced

commodity (Zwanenberg and King, 1975)

Alongside the official colonial measures and restnithere also developed a mix of
norms and associated customary practices that worked uahsupport and
reinforcement of each other adapting to and coexistingeaitin other. For example
having been identified as a cash crop, it became the foorAfrican farmers to be
encouraged and coerced to grow it. Buganda patronage chi&ts@®g enforced cash
crop growing and specific crop husbandry and managemenicpsaddften the
enforcement was harsh, and poor husbandry was severeghednvith the whip
(Kiboko), a term that came to be associated withioioig quality coffee and eventually

became the substitute name for a quality of coffeehidmpersisted to this day.

These unwritten norms of enforced cash-cropping and lsoidithg were further
reinforced by written restrictions enabled by the estabkstiraf restricted controlled

internal markets requiring colonial permit to export ottipgrate in processing and

"0 More government control followed during the war, whengbeernment took more direct control of
organising and directing the activities of the export ganies and controlling the prices that growers could
expect
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tradé'. Where farmers and traders agitated and managed to ordanissetves into
associations in attempts to gain greater control adystion or processing they were
frustrated by the licensing arrangements and or colomgalagons such as, for example,
the Coffee Controls, the Native Produce Ordnanceshenil346 Cooperative Ordnance
(through which the colonial government was able to comtohistry participation to the

benefit of the European framers and their commenciafests).

4.2.3 First phase institutional development

Examining the developments through a taxonomy lenitigent that at the national as
well as the sector level the country was undergoingfgigni institutional change and
transition. Values and beliefs from a pre-colonialveeae now adapting to under-gird a
new and shifting pattern of influential institutions. Tabkles and 4.2 below summarise
the key distinguishing nation level institutions clagsifin accordance with the

taxonomy advanced:

™ In the north of the country it became government patiayoerce Africans into paid labour rather that to
establish themselves as smallholders.
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Table 4.1
Nation-level institutions: Commodification Phase

Commodification
Phase — Key
Distinguishing
Characteristics —
Nation-Level
Institutions

Taxonomy Ke'

1 - Constitutior

2 —Law

3 — Custom

4 — Clan

5 — State

6 — Organisation
7 — Market

8 — Norms

9 - Conventions

Explicit Institutions

o Kabaka and chiefs (Bataka) ; (Bakungu) as traditional atigso(1, 2, 3)

e Colonial state as dominant authority — executive andleggie authority
1,2,3)

e Traditional patronage chiefs as colonial administraiars)

e Constitutional and administrative rules with colorgtdte sanction (1, 2, 3

e Land ownership from clan ownership to Crown and Ma&nd
ownership(1, 2,)

Implicit Institutions

e Baganda as a territorial brotherhood of families andsheld together by
the Kabaka (3, 4)

Other “Complex” Institutions
e Family and Clan (3, 4)
e Buganda Kingdom (3, 4)
e Colonial state (1, 2, 5)
e Plantations as preferred colonial commercial agticaltproduction entity

(9)

Table 4.2
Sector-level institutions: Commodification Phase

Commodification
Phase — Key
Distinguishing
Characteristics —
Sector-Level
Institutions
Taxonomy Ke'
1 - Constitutior

2 —Law

3 — Custom

4 —Clan

5 — State

6 — Organisation
7 — Market

8 — Norms

9 - Conventions

Explicit Instituti ons
e Ordnances, controls and regulations creating coffetersand coffee tree
as a cash crop (2)
e Traditional chiefs as local administrators (2,3)

Implicit Institutions
e Coffee beans as significant in traditional rites
e Coffee cash cropping as a way of life — an inheritance
e Coffee Growing and husbandry conventions

Other “Complex” Institutions

o Coffee trade and export market (3)
Plantations as initially preferred colonial commereiatities (6)
Smallholding as enduring commercial entities (6)
CIB (6)
Other Commercial organisations — Exporters, Processmt €£ooperatives
(6,7)
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The institutional changes that took place in this phase vékem together represented a
significant change in the rule making mechanisms ofdb&ty. They introduced a new
authority and gave it the direct power to regulate and emfogicticular patterns of socio-
economic activity and behaviour. They enabled the nete atdhority to create new
higher level and constitutional rules. These in tutabésd changes in subsidiary
institutions and associated rules that created and gsteddiiie activities, relationships
and obligations between individuals, groups and the stagee Were changes in rule-
making authorities, rules and rule patterns. This was ewvatenation-level affecting

Buganda and the emerging Uganda nation as well as withicotifee sector.

Within Buganda the Kabaka and his chiefs’ traditional and ouestp authority no longer
had judicial, administrative or political monopoly. Custoeased to be the prime creator
of law. Traditional organs of discussion and customéalyaration that involved the king
and his chiefs in law making and adjudication began trbamvented. Traditional
chiefs and the Kabaka ceased being the prime political figadshembodying law,
tradition and custom. This meant that within the emergemmodity sectors, actors
looked increasingly to newly established authorities andutisns as sources of law and

eventually as sources of law and enforcement.

Over time the socio-economic activities of individgiahd groups in the sector were

increasingly regulated and enforced by non-traditionakut&ins. These included the

colonial controls and ordnances that created the dvegal and administrative rules that
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regulated activity in the sector, eventually leading toctleation of the Coffee Industry
Board (CIB). The CIB then acted as the arm of theestharged with overseeing the
development and execution of state policy and the wésee and sanction of sector

regulations.

With changes in authority came changes in the purposentrdst guiding and
informing the rules. The new supreme authority — the cal@tate - could introduce and
guarantee rules to govern the sector. These newwelesmore concerned with
promoting the growth of the sector and less concernddpsgtserving the traditional
nonmarket-oriented subsistence economy. This meantdiwas avere faced with new
rules that offered opportunities which led away from mibsce to cash cropping. The
existence of a traditional administration willing to nfgdind include the new
responsibility for policing and enforcing new regulatienghin their traditional role
enabled effective enforcement. Effective enforcemedthabitual compliance created
new economic choices (e.g. regarding to provision af &wd labour for coffee growing)
and activities (e.g. coffee planting, harvesting and dryiAffjcans’ choices to
participate as smallholding farmers were to becomeuistnalised within the now

modified traditional setting — the cash crop small hgdi

Table 4.3 below gives the taxonomic description of thedistinguishing institutional

characteristics, and factors influencing them and tterelopment impact.
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Table 4.3

Colonial / Commodification Phase: Taxonomy description of impéations of

institutional developments

Explicit Institutions

Colonial Period - Influencing Influencing factors Implications
Defining Institutional factors enabling new sector
Characteristics sustaining pre- | level institutional
existing reality
institutional

reality
Nation-Level Privileged Acceptance of chiel Political &
Kabaka & chiefs (Bataka) ; | position of dual authority enabling administrative control
(Bakungu) as traditional Kabaka and his | them to be co-opted | introducing new
authorities notaries into enforcing new models of ownership

Colonial state as dominant
executive & legislative
authority

Patronage chiefs as colonial
administrators
Constitutional and
administrative rules with
colonial state sanction
Land ownership from clan
ownership to Crown and
Mailo Land ownership

Sector-Level

Ordnances, controls and
regulations creating coffee
sector and coffee tree as a
cash crop

Traditional chiefs as local
administrators

regulations using
traditional authority

Establishment of land
tenure

New constitutional and
administrative rules

Regulatory ordnances
affecting production,
purchasing, processing
trading and export of
coffee

J

and trade and ensuring
property rights

)

160



Table 4.3 Continued

Colonial / Commodification Phase: Taxonomy description of impéations of

institutional developments

Colonial Period - Influencing Influencing factors | Implications
Defining Institutional factors enabling new sector
Characteristics sustaining pre- | level institutional
existing reality
institutional
reality
Nation- Level Continuing Habituation of Coffee cash croppin
o Baganda as a territorial attachment to husbandry practices | as a way of life —
o brotherhood of relatives and | relatives, clan and and standards becoming an
3 clans held together by the family territory expectation and an
‘§ Kabaka Relatives involvement | inheritance
= Sector-Level in coffee growing
S Coffee beans as significant in High quality Robusta
g' traditional rites Coffee on family land | production
- Coffee growing habits and inherited across
husbandry conventions generation
Nation-Level Continuing Creation of productior | Availability of
Family and Clan adherence to clan| processing and trading organised labour with
@ Buganda Kingdom and family roles — creation of a | incentive to produce
e Colonial state market for coffee coffee
E Sector-Level combining assigning
‘g Coffee trade and export roles to local and Market and market
- market foreign participants organisational
E Plantations as initially institutions providing
g— preferred colonial commercial Development of new | an access to markets
s} entities organisational entities
© Smallholding as enduring to organise labour,
E commercial entities regulate activities and
5 ciB enable differentiate
Other Commercial roles within the market
organisations — Exporters,
Processors and Cooperatives

4.3 The second phase: the post independence / interventionist
phase

The second phase of the institutional developmenteotiifee sector covered the period
between independence in 1962 and the end of the civil Wi&8h. For Uganda as a
country, this period was dominated by politically and ecanalhy turbulent years. A

short period of relative high economic growth immedyasdter independence was
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followed by 2 decades of political turbulence, persecutitags outward migration,
military dictatorship, civil war and a severe collapseconomic fortunes. This second
phase of development saw the initial expansion and tnanafmn of the coffee sector
from its most recent colonial incarnation into angeahiously controlled and managed
post independence manifestation and its subsequent ecacwll@apse in consonance

with the overall economy.

4.3.1 Second phase institutional development

The predominant theme of this phase of developmenthveasrirelenting search for
political and economic wellbeing and stability and the imakte cycles of political strife
and economic volatility. At independence Uganda, likeotiewly-independent African
countries, Uganda went in search of the three-facgdgnall of political independence,
economic development and Africanisation. At the natiidevel this involved ideological
departure from the policies that dominated the pre-colenealThere was a greater focus
on government development planning, more attention fonatcontrol of the economy
and economic resources and a vigorous political atteaot&ating the political and
economic conditions most likely to rid the new develgpnation of the vestiges of
colonial control and continuing dependency. Appendix 1 prevdehronology of events
with details of the socio-political and economic depehents over the period — In

summary they included:
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a) a series of changes in government, invohdogps detatspolitical and military
intrigue and civil strife and violen&e

b) sweeping constitutional political and administrative ¢fee;

c) collapse of the economic activity and economic growatiu

d) deterioration of social welfare and civilian wellbethg

This phase was dominated by increasing and institutionalisedistervention and
regulation of hitherto "private" economic activities.eT$hift towards a predominantly
interventionist state with an extended scope of actwisg initially reflected in national
political pronouncements and policy statements (The “Mowie Left” and “The
Common Man'’s Charter 1969). It was later to be expji@ipressed in presidential
written orders, decrees and national legislation astab{) greater state control of
national assets (“Nakivubo” pronouncements 1970) and artggdvernment control
over non-state organisations (Banking Act 1969; Cooperatatet8s Act 1970; Trade

Unions Act 1970) (Pritchett 1997).

State interventionism embedded in nation-level institgtismerged within the forming
institutions of the newly-independent nation and as thié-party federal state was itself

being transformed by constitutional and non- constitutioreans first into a unitary

2 The short period of relative economic growth was folldvioy more politically and economically

turbulent years between 1970 and 1987 when economic growdbpszd particularly following the Asian
expulsion by Idi Amin in 1973. Between 1973 and 1985 military regitm&t presided over the country
intensified the interventionist and authoritativentte- ruling by decree and extending the state and military
control and influence over many aspects of commeaoidinon commercial activities

3 Including the a new unitary republican constitution in 186@pension of constitutional articles by
military proclamation in 1971 followed by rule by militaryadees and proclamations between 1971 and
1987

™ In addition to a collapse of key social development indisahundreds of thousands of people lost their
lives or were persecuted. Eventually political violetezkto a to civil war that effectively lasted to 1987
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republic, then into a one-party state and eventually imhiligary dictatorship. Hence the
nation level rule making mechanisms were transformadialentary rule, independent
judiciary and elected executive gave way to rule by proremeat, diktat and decree.
Traditional rulers and authorities were completelypseld as appointed bureaucrats and
executive presidents became ever more powerful andatielaGovernment became
increasingly characterised by bureaucratic control ar@hiention; compliance being
often achieved through intimidation, patronage or compuldibe state apparatus
expanded with nationalisation of private foreign entegs; appropriation of property
(often for the benefit of favoured bureaucrats, poéinsi and military appointees). State

laws were promulgated to change established notions of py@mel tenure.

At the sector-level, state control and regulationhamels to market and of roles within
markets, was the dominant feature of this period. Steeventionism re-emphasised
soon after independence by the first post-colonial governwasto be maintained or

advanced by every subsequent governments until 1987.

The post independence transformation of the coffeerskegan with the 1962 Coffee
Act by which the CIB was superseded by the Coffee Mar@&ward (CMB). The CMB
was a more restrictive and interventionist successis tolonial counterpart. It was
created as a government monopsony encompassing a widktoegbuying,
promotional and marketing remit than the CIB had enjojeadso had additional
authority over the marketing of all coffee in the counirhe state used the CMB to

regulate the value and benefits accruing to participarttsei sector. Private sector
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companies and local cooperatives were restricted to pripracessing. Acting as a
government agency the CMB was meant to protect farroenstol prices and protect
forex earnings, extract taxes and promote growth and yguslie monopsony was
initially incomplete however as private exporters waik allowed to market and export
pulped and washed Arabica and the Bugisu Cooperative Uneastern Uganda was

allowed to export wet processed prime Arabica

In 1969 a subsequent act of parliament gave the CMB fuatitemore complete
monopsonistic powers this time encompassing all markgimegessing, regulating and
export of coffee in the country. The expanded role ®fGMB meant that with the
exception of small holding the only significant privagaticipation permitted in the
sector was restricted to primary processing. The profegsegtnment intent was to
promote the health and growth of the sector and to pribfieatn price fluctuations,

manage exchange earnings, ensure quality control and nmiaxem®l customs revenues.

It is notable however that whilst the CMB was theridyy which the state institutional
intervention was enforced, it was distinctively diffet in character from the direct
coercion that had been applied by the colonial governrkanters were nevertheless
faced with the mixed motivational effects of an exptate institutional arrangement
(backed by state authorities and agents) impinging on faro@ices and behaviours by
offering the incentive of possible marginal personakfieshor the avoidance of personal

loss.

'S In addition to the Coffee Marketing Board other produegketing boards were set up including the
Milk Marketing Board, the Lint Marketing Board and tReoduce Marketing Board.
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Table 4.4 below summarises the key distinguishing nagieetinstitutions classified in
accordance with the taxonomy advanced:

Table 4.4
Nation-level institutions: Interventionist Phase

Post Explicit Institutions
Independence ¢ National Head of State and Head of Government (5)
Interventionist e Parliament (5)
Period — Key e Rule by decree (2)
Distinguishing e Administrative officers as state and political age@{<( 8)
Characteristics — e State ownership of land and sequestration of property &, 5

Nation-Level e Cooperative control legislation (2)

Institutions

Taxonomy Ke'

- Implicit Institutions
1 - Constitutior D

e Nationalisation (8)

g : éivgtom e “Magendo” (Black market activities) (8)

4 —Clan e “Mafuta mingi” (Corrupt rent seeking entrepreneur oroid) (8)
5 — State

6 — Organisation | Other “Complex” Institutions

7 — Market e Family and Clan (4)

8 — Norms Buganda Kingdom ((1, 2, 3, 4)

9 - Conventions Multi-party state (1, 2)
One party (1, 2)

Dictatorial Military state (1, 2, 5)
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Table 4.5 below summarises the key distinguishing seet@i-institutions classified in

accordance with the taxonomy advanced:

Table 4.5

Sector-level institutions: Commodification Phase

Post independenct
Interventionist
Period — Key
Distinguishing
Characteristics —
Sector-Level
Institutions

Taxonomy Ke'

1 - Constitutior
2 — Law

3 — Custom

4 — Clan

5 — State

6 — Organisation
7 — Market

8 — Norms

9 - Conventions

Explicit_Institutions
e Coffee tree as a cash crop (9)
o Heavy explicit taxation (9)
e State control and regulation of channels to market and witlef
market (2, 5, 6, 7)
e Price control of prices paid to farmers (2, 9, 7)

Implicit Institutions
e Statist intervention and monopsonistic practices (8)
e State dominance and control (8)
e Smuggling (8)
e Heavy implicit taxation (8)

Other “Complex” Institutions

e Coffee buying and export procedures (9, 7)

o Smallholding as enduring commercial entities (6)

e CMB as regulator and agent of state monopsony (6)

o Nationalised preexisting commercial organisations i@orand local)
(6)

e Cooperatives (6)

4.3.2 The Coffee Marketing Board (CMB)

The CMB'’s formative years in the mid-to late 1960s cmiaed with the populist leftward

shift in nation level policies under President Miltohdde. Consequently at sector-level

the CMB'’s activities and remit was consistent with itteasing state involvement in,

and nationalisation of, commercial activities. Foliogvthe military coup which deposed

the Obote regime and brought Idi Amin to power in 1971, th&Ebhtinued to play its

central role as prime regulator, buyer, processor apdrget for the coffee sector. Over
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the next decade as Uganda’s economic performance dechdedthe diktat and
economic mismanagement of the military regime,GMB’s role and significance grew.
The expulsion of the entrepreneurial and productive Assamaunities and the
continued nationalisation of key industries and commkocganisations led to the
outflow of expatriate and indigenous managers and profedsiol he consequent
mismanagement of formerly Asian-owned and other forbigsinesses led to a collapse
in corporate tax revenues. As the alternative sowtesport revenue fell the country

became increasingly dependent on its commodity expgotsnarily coffee.

Like other nationalised organisations, suffering fronehucratic political interference,
patronage and poor remuneration, however, the CMB was position to rise to this
challenge. It has since been criticised as having inedficient, badly managed,
presiding over counterproductive regulatory interventiaaekihg in sectoral oversight
and governance, and poor in the stewardship of indigenouisteraer farming
interest®. The CMB had become a vehicle for extracting rentstaxes from farmers
and primary processors, providing revenues for an unpopgane unable to collect

revenues in other ways and lining the pockets of politicagpointed senior officials.

By the late 1970’s and 1980’'s the CMB had become a key inshitcornerstone of a
state-sponsored system for managing and exploitingotfieecsector through margin
management and tax policy. In addition to suppressioarofdr prices to generate
government revenue and manage inflationary pressures tBeal®d issued promissory

notes to industry creditors, scheduled and managed paymeriters and unions,

"8 Field interviews and focus group discussions
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offered fixed undifferentiated pricing for high quality coffeelministered the export
taxes, and was responsible for developing longer teategies and crop financing to

boost productivity and improve quality.

The sector-level institutional and administrative \agés of the CMB resulted in a
collapse of farmer morale and a dramatic decline irctifilee industry production and
export performance. Coffee husbandry declined as smabigoflarmers switched
attention to other crops (e.g. bananas) and to subsidtenteg. Coffee quality declined
as there was no price differentiation or advantagending and selling high quality
coffee (kiboko) and export volumes fell as the CMB eigeed a decline in the volumes

of quality coffee it was able to attract from smalthesk.

Alongside the CMB’s dominant and restricting direct roléhe sector, farmers also
faced other restrictions and constraints initiated thipndevel developments. In 1969 all
crown land was vested in the state. The nationalgiogouncements and setting up of
the land commission by the Obote regime and Idi Amiaisfiscation of Asian
properties, land reform decree led to reduced confidenle@dnownership and title.
Obote’s Trade Union and Cooperative Union Acts reduceddsmie in free trade and
farmer association and cooperative action. Natiortaisaf banks, and state
intervention the activities of the Uganda Central Ban#é the Uganda Commercial Bank

affected the availability of loan finance and reducedidente in the banking system.
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Farmer price controls and export taxes led to farmeication from the buying system,
coffee smuggling and coffee piradominated by restrictive institutions and difficult
political social circumstances over successive regiswtee sector volumes collapsed
from the 1973/74 peak of over 3.5 million bags to a low of lillfombags in 1979/80

and remained well below the 3 million bag mark for thet tiexad€.

Table 4.6 below shows how coffee production declined ipén®d after introduction of
the complete CMB monopoly despite increases in averaffjee prices. The shaded area
in the table indicates period of low production that pitedafor the decade in which the

CMB was the predominant institutional regulator.

T UCDA statistics
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Table 4.6

Coffee production and prices by season 1970 - 1992

Coffee season | Quantity Avg. Price
(60 kg bags'000) | (US$/kg)

1970171 3,032 0.72

1971772 3,139 0.77

1972173 3,677 08

1973774 3,283 1.16

1974175 2,861 1.02

1975/76 2,341 1.68

© 1976177 2,449 38

8 1977178 1,742 2.99
> g 1978179 2,353 2.76
25 1979/80 2,219 3.25
gg 1980/81 1,973 1.95
= o 1981/82 2,785 1.93
£ 1982/83 2,104 224
S3 1983/84 2,519 2.6
2SS 1984/85 2,500 2.45
©g 1985/86 2,392 2.72
5 1986/87 2,280 2.26
1987/88 2,318 1.89

1988,89 3,114 158

1989/90 2,364 0.98

1990/91 2,085 0.97

1991/92 2,030 0.83

UCDA Data

4.3.3 Consequences of intervention

The post-independence establishment of a state repubhipaerful executive
president, along with broadly unchallenged nationalistierventionist (and often

populist) ideologies at nation-level, created an environimenthich there was an
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openness to new administrative arrangements in thdrgatiarge. Once established as
the supreme authority successive nation-level instituticimenges created increased

executive powers enabling presidents to rule by decree, dikpadm@mpuncement.

As the state used its institutional influence to extémdphere of economic control it
squeezed out foreign and private interests, reallocakesland the benefits of economic
activity and enforced specific patterns of economic dgtthirough regulation,
institutionalised coercion, intimidation, patronage arghaisational controls. For civil
society at large the state became a much more praseémfluential reality in day to day
activities. Not only was control of land, labour and talpassed to state institutions and
to state agents, the state also intervened to retdipeaperty rights (Asian traders for

example) and to control commodities distribution andirmg.

With the extension of state control and influence, nevugs of interests emerged. Faced
with the vacuum left by the expelled Asian businessesvathdhe mixed incentives of
economic necessity, political compulsion and possileard, new groups of
bureaucrats, entrepreneurs, soldiers and politiciansradqused their positions to
acquire businesses or to engage in rent seeking actilmssirprisingly the populist
intent of creating a common man's charter and econongpéndence failed to
materialise from this extension of local ownership amtigpation. The new interests

did not include amongst their priorities neither programmnee€onomic development

nor a redistribution of wealth in favour of the rupalrer populations. A new

constellation of notaries eclipsed the traditionatléxa and politicians that had
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dominated the colonial phase. A culture of wealth adgpisirent seeking and
entrepreneurialism emerged. Traditionally respected solels as farming, teaching, and
working for the civil service were denigrated. The new tiagtinal reality created new

groups of economic and social winners and losers.

Within the coffee sector this period created a seriesixdd socio-economic and
developmental outcomes. Smallholding farmers, too numenadisliffuse to control
directly and too important to the economy to ignore agphess were able to endure as
small private enterprises with their immediate growing pmmary processing activities
generally remaining beyond the complete or direct obofrthe state. However, with
the state able to manage and control the channels totnazawkéhe producer prices,

farmers’ incomes became even more subject to staty wld regulation.

Faced with inflationary prices of purchased goods, shortagasm inputs and higher
explicit and implicit taxation, farmers experiencelliig incomes and declining returns,
often despite improving commodity price conditions ataegi and international levels.
Thus in response to state monopsonistic prices the fambeicated, or exited
participation in the government controlled market padeeeiby abandoning coffee
harvesting and primary processing or by smuggling their prodluse. doing farmers
were reallocating their resources to activities tleatetited them and satisfied the
requirements they had for cash that were not beingfisdtby the new institutional

arrangements
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Table 4.7 below summarises the taxonomic descriptiokdfelistinguishing

institutional characteristics, and factors influencingrland their development impact.

Table 4.7

Post Independence / Interventionist Phase: Taxonomy descriph of implications of

institutional developments

Exploitation anc
Intervention Period —
Defining Institutional
Characteristics

Influencing factor:
sustaining pre-existing
institutional reality

Influencing factos

) enabling new sector
level institutional
reality

Implications

Explicit and Institutions

Natior-Level

National Head of State an
Head of Government
Parliament

Rule by decree
Administrative officers as
state and political agents
State ownership of land
and sequestration of

property

Secto-Leve

Coffee tree as a cash crof
Heavy explicit taxation
State control and
regulation of channels to
market and roes within
market

Price control of prices paig
to farmers

downership of

Widespread privat

smallholdings — as
mini enterprises
autonomous of the
state

Concentration o
executive, political and
judicial influence in the
office of the state
executive

Increasing state
intervention and
ownership, restricting
private, individual and
foreign property rights
Extension reach of state
regulatory scope

State control and
avocation of benefits
accruing within the
coffee sector
Restricted availability of
and, labour and capital
in the sector

State enforcement of
regulations through
institutionalised control
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Exploitation and
Intervention Period —

Influencing factors
sustaining pre-

Influencing factors
enabling new

Implications

Nationalisation
“Magendo” (Black market

attachment to
relatives, family and

entrepreneurialism,
and wealth / rent

Defining Institutional existing sector level
Characteristics institutional reality | institutional reality
Natior-Level Continuing Widesprea Quiet rebellion an

protest against state
control expressed in
selective non —

commercial organisations
(foreign and local)
Cooperatives

o activities) clan and family seeking activities
O “Mafuta mingi” (Corrupt rent | territory compliance
§ seeking entrepreneur or Active black (Smuggling, negating
‘g official) Coffee as a family | markets coffee trees and
= inheritance passed harvests)
S Secto-Level on across
g' Statist intervention and generations
- monopsonistic practices
State dominance and control
Smuggling
Heavy implicit taxation
Natior-Level Continuing State organisatior | Decline in
Family and Clan adherence to clan | with the authority to| organisations and
Buganda Kingdom and family implement institutions capable of
@ Multi-party state interventionist supporting and
9 One party policies sustaining sector
2 | Dictatorial military state activities (Banks,
‘g Secto-Level Weakening or Coops etc)
- Coffee buying and export exclusion of
E procedures competing interests| Abdication and exit
g— Smallholding as enduring and voices by from participation in
o} commercial entities political means or | the sector
5: CMB as regulator and agent intimidation
2 of state monopsony
5 Nationalised pr exiting

4.4 The third phase: the post conflict / liberalisation phase

The third phase of development started after the enceafivil war in 1987 and to 2004.

It was dominated by the leadership of President Yoweri Mergeand his National

Resistance Movement (NRM, later Movement) governm@&mation-level this period

was characterised by liberalisation and economic refoomstitutional legislative and
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political development and restored and sustained ecorgroweth. However at its
beginning this phase of development started in inauspicioaismstances. This was
because following the civil war the economy and countag W crisis. The country faced
high levels of price inflation, macroeconomic imbalanaed balance of payment
pressures. The infrastructure was in poor condition, grigerand agriculture severely
disrupted and most sectors of the economy retarded. Incadidie country had
experienced many years of loss of the economicallyeapppulation and skilled
personnel to, war, disease and exile. Civil administndted been weakened and civil
political participation virtually abandoned. There hadaifely been a complete
collapse in all sectors of the economy, affectirgutar employment and associated

incomeg:.

4.4.1 Institutional reform

The predominant features characterising this phase ologenent were the persistent
ideological focus on reform, rehabilitation and libesation and the intervening
influences of international agencies and donorsdthitan the period is dominated by
official Economic Recovery Programmes (ERPs) whiath dr@matic effects on
economic growth. Between 1987and 1990, the country’s ecortmuime was reversed

and there was 6% to 7% annual average GDP growth ovpetiual.

"8 K Sarwar Lateef notes: "In sum Uganda's once privileggms in the African Community had given
way over a decade and a half to that of a least develapedirg' (Hansen and Twaddle, 1991: 25)
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The country clearly benefited from the effects of geaied security, the ongoing
rehabilitation of infrastructure, availability of bettaputs, post civil war return to farms,
good weather, and donor support for key inputs. Underpinningeftvan policies was an
extensive programme of large scale institutional changeedodh. It was initiated by
the NRM government, which faced with a need for foregchange earnings for the
proposed NRM 4 year Rehabilitation & Development Prognaimwas forced to adopt a
reform and structural adjustment programme sponsored biithand World Bank and

supported by the wider donor commuriity.

Overall at a nation-level this reform involved rollingckdhe reach and scope of state
intervention as well as the state direct involvenmeméegulating and controlling social
and economic activities across different sectore@&iconomy. In addition it involved a
programme of constitutional reform and intensive ledish to counter the effects of
years of political strife, lawlessness, disruptiondaistration and disregard of
property rights. The key institutional features repreagrttiese changes at nation-level
were the establishment of local administrative cosneith local people electing their
own representatives (Resistance Councils or RCs)e#teration of an elected
parliament, the re-introduction of “no-party” and lataulti-party political processes and
the introduction of legislation to reform government\edl as key sectors of the

economy such as banking, agriculture, health and education.

9 After the civil war that led to the end of the sat@bote regime and its military short-lived successor
the initial National Resistance Movement (NRM) governtregtance was anti IMF, anti devaluation and
anti laissez faire. Ochieng notes that the NRM goventwas initially reluctant to do business with IMF
because it was associated with the Obote regime andkfalogical reasons. Ochieng also notes that
financing (US$ 2420.5) could not be generated locally or threngbrts million and that other foreign
financiers increasingly needed the IMF stamp of approsee E.O Ochieng: Economic Adjustments in
Uganda in Holger Bernt Hansen, Twaddle,Bhanging Uganda. The Dilemma of Structural Adjustment
and Revolutionary ChangéHansen and Twaddle; 1991)
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The unfolding effects of the institutional changes atomakevel resurrected foreign
direct investment, through increased foreign involventetite economy: as donors,
agencies and new private investors. In addition it led toettugn of Asian business
investment, relative strengthening of the financial sysiachthe broadening of the tax
base. Informally there began a shift in away from*‘thegendo”(black market)

economy that had dominated the previous phase of develbpmen

4.4.2 Institutional change

Within the coffee sector too, this phase of developmest aharacterised by widespread
institutional reform aimed at stimulating sectoral promutprocessing, and trade
through liberalisation and encouraging non state participand investment. In practice
this involved tax and regulatory changes as well as orgamaareform. As part of the
reform, taxation of farm produce, export and sales wabséled. Pre-financing
arrangements and joint ventures with foreign compamers permitted. Rail
transportation restrictions were lifted and privatdipgation in all aspects of production
processing, trade and export was permitted. In additiolgfob®mpanies were not
restricted in the activities they could undertake. lalised foreign exchange markets

also meant that foreign companies were free to reapiafits to their owners.

As part of the regulatory and institutional reforms theegpment coffee monopsony was

abolished and its regulatory role restricted. The Cd¥fagketing Board and its
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regulatory and monopsonistic marketing and buying roles disneantleé. Initially 5
other private coffee exporters licensed to compete imdnd&et alongside the cooperative
unions. Eventually the market was freed to open participaiibe Uganda Coffee
Development Authority (UCDA) was established as a newwutory regulatory body
responsible for monitoring and regulating the industryadhdsing the Government on
policy matters. Eventually price controls were remowbeén the mandatory minimum

export price requirement was abolished and replacedarithdicative price.

The effects of the liberalisation were dramatic andtiffaceted. Most notably there was
a rapid influx of re-entrants and new entrants ontes#ator and an increase in farmer
prices rose from 20% of the export price to 75% ottkgort price. Coffee production was
stimulated as farmers actively reclaimed neglectefitedfees. Annual coffee production
which had been as low as 2million bags in the lateat@searly 80's rose to as high as 4
million bags in 95/96 and has stayed above 2.5 million de#pt devastating effects of

the coffee wilt disease.

Similarly in the distribution and export chain theasedtion of processing marketing and
export restrictions led to the issuing of a large nunatb@ew licenses to new coffee
exporters and process8rd-oreign exporters and investors took renewed interésein

sector and services and facilities companies began taleotise opportunities that the

8 Coffee Marketing Board Limited (CMBL) as a companyemdle the trading functions of the CMB
8 The UCDA reported the number of new processors andtexpaising from a mere handful to over 180
export licenses by end 1996
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sector offeretf. The influx of processors and exporters created greatepetition for
farmers’ production leading to a fall in the CMBL shaf¢he market and the rise of
private exporters eventually to dominate the markeadulition, amongst the private
exporters the dominant group came to be the foreign oexgalting companies, often
seen by their local counterparts as enjoying unfair indbion, infrastructural and

financing advantages.

The higher demand for coffee also led to greater pregsfmem production, reputedly
leading to sharp buying practices on both sides of the tFadmers were sometimes
accused of paying less attention to quality in their rugfetashe commodity to market,
whilst middlemen were accused of fiddling farmers with ppality assessment,
tampering with measuring scales, and putting undue pressurerardao sell coffee at
the flowering stage. In addition some exporters began tela®eloser links with middle
men and farmers employing commissioned field agents anthgegekextend their

buying reach deeper into the market to establish more ssourees of production.

Unencumbered by the previous regimes’ suspicious regaayafion-governmental
trade or worker associations - new voluntary and industiige associations were also
formed. In 1992 private exporters created the Uganda (efieerters Association
(UCEA). In 1994, the UCEA was strengthened by thangi of the CMBL and the Co-
operative Unions (marketing operationally together UNEXL996 the UCEA joined forces

with other sector participants and interests to ctbaté€)ganda Coffee Trade Federation

82 For example there was a boom in the demand for seedbaging to the setting up of private nurseries
and a fall in prices of high quality and high yielding e#igs of clonal coffee seedlings.
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(UCTEF) thus including all registered organisations inedhn the sell and marketing of
coffee under one umbrella. In 1995 the farmers createdganda Coffee Farmers
Association (UCFA) specifically to address farmers camgemobilise interests and
activities, encourage growth and deal with issues of quadityrol at form levéf. In
1996 the government established the Coffee Research @edeethe National

Agricultural Research Organisation.

Table 4.8 below summarises the key distinguishing nagieelinstitutions classified in

accordance with the taxonomy advanced:

Table 4.8
Nation-level institutions: Reform and Liberalisation Phase
Reform and Explicit Institutions
Liberalisation e National Head of State and Head of Government (1, 2, 5)
Period — Key e Parliament (1, 2, 5)
Distinguishing ¢ Resistance Councils — later Local councils (1, 2, 9, 5)
Characteristics — e Landreform (2)
Nation-Level e Financial Reform (2)
Institutions

Taxonomy Ke'

1—Constitutior Implicit Institutions
2 —Law D

3 _ Custom e Rehabilitation (8)
4 — Clan e Liberalisation (8)
5 — State

6 — Organisation
7 — Market

8 — Norms

9 - Conventions Other “Complex” Institutions

Family and Clan (4)

No Party state (5)

Multi Party state (5)

Donors, foreign governments and international agencies (6)

8 This included coffee exporters, processors, roasteteens; traders, and growers as well as companies
associated with the industry such as banks, insurance s@sp@aansporters, suppliers, clearing and
forwarding companies.
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Table 4.9 below summarises the key distinguishing seet@i-institutions classified in

accordance with the taxonomy advanced:

Table 4.9

Sector-level institutions: Reform and Liberalisation Phas

Reform and
Liberalisation
Period — Key
Distinguishing

Characteristics —
Sector-Level
Institutions

Taxonomy Ke'

1 - Constituion

2 —Law

3 — Custom

4 —Clan

5 — State

6 — Organisation
7 — Market

8 — Norms

9 - Conventions

Explicit Institutions
o Coffee tree as a cash crop (8, 9)
e Sector de-regulation and liberalisation (2)
e Cabinet orders, parliamentary acts and statutesmefgrpublic and
private sector related laws (2, 5)
e Reduced taxation (2)

Implicit Institutions
e Open access and participation
e Codes of practice

Other “Complex” Institutions

e Smallholding (8)

Large coffee farms (6)

Open deregulated market (7)
UCDA (6)

Cooperatives (6)

Trade Associations (6)

4.4.3 Consequences of liberalisation

The intervention of international agencies with poteeinfluence state authority and

policy played a pivotal role in initiating the execatiaction to reform the sector and

reduce dramatically state influence and involvement irsélogor. The changes meant

that social identities associated with coffee wejevenated and elevated. Investor

interest in coffee was established and farmers “pridéétassociated with and remain

dedicated to the crop restored and vindicated. Consequaenilgbility of labour, land

and capital for production, trade and export increasedhd@ésain official institutions
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also had evident implications on the actors’ behaviouodschoices. Government reforms
establishing the UCDA and opening the market to participgtwth reduced taxation
and unrestricted ownership) created political, legigdadind international guarantees for
trade and property rights. The new regulatory and markdehaoeated by the reforms
enabled private participation in a manner that reallodagedfits of production and trade
away from the state and towards the farmers and eatregrs. New incentives for

private commercial participation were thus created.

For all participants, coffee became more of an enite than merely a relic of a former
way of life. Increased and open access to markets rtiegtnfacross the entire production
and marketing chain, increases in relative possiblengtuere associated with increases
in relative risks faced. Farmers could get more for fi@iduce but were no longer
protected by government guaranteed prices. Processors coudtlimaew plant but had
to live with the implications of over capacity in prgsaeng or possible downturns in
demand. Renewed incentives to dedicate capital, labouanddd coffee depended
more on abilities, knowledge, information and cross-sdmieiness networks. Success
was increasingly dependent on business acumen, innoatibthe ability effectively to

acquire, manage and utilise factors of production.

Taken together, the dramatic institutional changes spériod represented an
extraordinary and spectacular change relative to prewomgentional government
economic practice. The interventionist laws, normspaiated with institutions of

previous post independence governments were abruptly anty shiafupted — being
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dismantled or spontaneously dying out. In addition statglvement in micro-economic
decision making within the sector was reduced. Insteadoverigment focused its
efforts on setting constitutional and administrativesidvoiding getting involved in
details of market regulatory rules. In addition thers emerging a new nation level
ideology and sense of identity that was to shape naiokhsector socio-economic
behaviour. The NRM government established after a periedtenhded political and
civil strife explicitly based its authority on an idegy of re-education and involvement.
It invited a mix of participation and responsibility framtizens. It encouraged local

representation on the basis of community intereberahan party political ideology.

This ushered in a new era in which local farmers andchbasipeople were once again
free to associate on the basis of shared interdgioarepresent and lobby government to
meet these interests. Trade associations, cooperatidesther local non-governmental
associations were no longer seen as necessarily Imedtigect competition of the
authority of the state. Consequently within the seetiocally and nationally, more
decisions and practices could be left to coffee sectsoitioout. Formal and informal
codes of practice emerged. Various coffee trade, expammtefarmer associations
emerged and even successfully lobbied and influenced governniegt Sector

participation was opened to a much wider field.

Wider participation, however also meant more individuatippation and choices and

more risk of falling prey to unforeseen outcomes. Tligeesector was now a more

complex, multifaceted sector and with new roles reagia wider range of abilities and
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competencies. There was more innovation in organisatiivtg and approaches to
business. The sector had become more competitive ancdhdedhgreater skill and
business acumen. In addition there was a need for imforenal interaction and self
organisation to gather information and share resourcest&rattention needed to be
given to identifying shared interest and developing newswsigooperating as well as
competing. In addition participants could no longer lirnéit concern to the immediate
activities affecting them in their markets locally. et prices were set internationally.
Market participants, customers, competitors, financing arttigrarwere coming into the
coffee sector from across the globe. Larger farm®Wweginning to be reconsidered as
favoured means of production. Institutional change wasftnansg the coffee sector

into a modern agri-business operating in the open gloaedaenspaces.
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Table4.1.1

Reform and Liberalisation Phase: Taxonomy description of imfications of

institutional developments

Period — Defining

Reform and Liberalisatio

Institutional Characteristic

Influencing factor:
sustaining pre-existing
sinstitutional reality

Influencing factor:

) enabling new sector
level institutional
reality

Implications

Explicit Institutions

Natior-Level

Head of Government
Parliament

Local councils

Land reform

Financial Reform
Donors, foreign
governments and
international agencies

National Head of State an

Resistance Councils — latg

Widespread privat
downership of
smallholdings — as
mini enterprises
brautonomous of the
state

Sector-Level

liberalisation
Reduced taxation

Coffee tree as a cash crof
Sector de-regulation and

Government polic
supported by
international agencies
donors etc led by IMF
and World Bank
Adoption and
maintenance reforms
over a sustained
period

Political will - Popular
and decisive executivg
president

Response to economi
crisis following civil
war high level of
indebtedness; need fg
revenue
Supporting associated
institutional reforms
and legislation

Improved security and
restitution of Asian
properties and
businesses

Palitical, legislative an
international guaranteesg

, for trade and property
rights

New regulatory
framework and market
model enabling private
participation across the
sector

D

Reallocation of benefits
cof production and trade
away from the state
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Rehabilitation
Liberalisation

attachment to
relatives, family and

participate / enter
sector in different

Reform and Influencing Influencing Implications
Liberalisation Period — | factors sustaining | factors enabling
Defining Institutional pre-existing new sector level
Characteristics institutional institutional
reality reality
Nation-Level Continuing Willingness tc Coffee developmet as

part of an agri-busines

enterprise

)

Removal of political
restrictions to
cooperative and
NGO development

o clan and family roles
ke Sector-Level territory Dedication to
E Open access and participatian Openness to foreign innovation, high
‘g Codes of practice Coffee as a family | enterprise and quality production and
= inheritance passed | investment development restored
S on across intensification of
g' generations competition across the
= sector
Urban expansion and
competition from
other sectors
Nation-Level Continuing Failure of the CMI | Renewed incentives
Family and Clan adherence to clan dedicate labour, land,
No Party state and family Growing confidence| and capital to coffee
Multi Party state in state authority and production and
0 Sector-Level Market regulating respect for property | development
=) Smallholding practices of the CMB rights
E Large coffee farms and Central Bank Access to export
‘g Open deregulated market New organisations | markets increasing
- UCDA entering the market | relative returns and
E Cooperatives risks throughout the
g— Trade Associations Foreign and local production and
S enterprise marketing chain
© participation and
E joint venturing More formal and
5 informal interactions

and associations

between actors to shat
information, coordinate

actions and protect
against risks
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4.5 Revisiting the taxonomy and explaining institutional change

The study and analysis described above has some additmphiaations for the

theoretical work carried out earlier to develop the maxoy of institutions. Whilst
identifying institutions indicates the nature of change d¢leatirred (explicit versus
implicit), the analysis shows that, in order to ddse@and explain the development story
of the coffee sector, a vital aspect is the relatignbbtween nation-level and sector-level
institutions. It is evident that for the institutionabdysis to be complete the taxonomy
used needs to be capable of accommodating the distimetiareen state level and

communal / sector-level institutions.

The case study example therefore leads to a re-gisihid further development of the
taxonomy to accommodate this crucial addition. Theicagbn of this addition is that a
taxonomy led institutional analysis of the sector epee has to be able to place the
sector-level institutions in relationship with nationdéinstitutions that influence them
and are therefore also implicated in the changes andbgevents that occur. This is
because institutions at each level play roles thatrireal in shaping the forms of
economic activities that follow. In addition changeshat state-level are evidently

significant and pivotal influences on the developmergubisidiary economic sector.

The separate and specific identification of nationdlew&itutional change improves
understanding of what changes mattered most. Includingtiaction in the taxonomy
facilitates the mapping of influences and implicati@sbling deeper insights into how

(and how far) nation level institutions mattered. Figlu®below shows the redeveloped
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taxonomy represented in graphic form incorporating thisi@uraspect to the previously

developed taxonomy.

Figure 4.3

A Taxonomy of Institutions: Revisited to include nation andsector level institutions

4 A Taxonomy of Institutions
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However another key conclusion emerging from the cas& w this chapter is that the
reason for changes in institutions has still to be adelde$¥hilst the institutional story
can be better described and the influences mapped usingr@tay the reasons why
institutions changed cannot be explained by the taxonohg/taxonomy helps us to
identify what institutions mattered and map how theytenat but it falls short of
explaining why. What is missing is an explanatory thebay can explain why a state

level institution changed as it did, and, furthermore, whegiostate-level and most
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significantly, sector-level, institutions changed anccgally what the changes were a

response to. The taxonomy on its own shed’s no dightis process of change.

In the case of the coffee sector for example wdedtravith the understanding that the
nation level institutions (the Buganda agreement, thetioreof the presidency, rule by
decree and the Economic Reform Programmes) were s@miifinfluences on

identifiable sector level changes and developments.rN®less it is not clear as to why
the nation level changes (implicit and explicit) appednave mattered so much and why
they led to the other changes that occurred. In addatomation and sector-level in the
study of the Uganda coffee sector it is not clear whytkeexisting institutions gave
way to new ones and did not simply resist and stageaswere created. It is possible to
point to implied significance — but without explanatibrsinot evident or possible to
explain the change processes that were involved. Irathe sein it is not possible to
explain why new institutions without local precedent depetl. Furthermore it is unclear
from the taxonomic description alone why some institgibad the ability to affect the
behaviour and activities of individuals in the sectorheway they did — leading to the

developmental outcomes that resulted.

Thus it is evident that in order to understand why instihstiwere influential it is
necessary to explain the underlying processes of charngedkaplace. The explanation
of the role of institutions so far advanced throughdseétixonomy and identification of
what mattered has to be informed by theoretically-baseaiipe that can explain why

institutions change. This supplementary insight can thable a more complete
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understanding of the influence of institutions on econataielopment that encompasses
what institutions matter most, how they matter and thley matter. The following
chapter briefly examines prevailing theory of institutioctadnge to draw from it insight

that can supplement the case study work in order toactis.
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CHAPTER FIVE

INSTITUTIONAL CHANGE: FURTHER DEVELOPMENT OF THE
ANALYTICAL FRAMEWORK
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5 Institutional change: Further development of the
analytical framework

5.1 Introduction

The taxonomy-based analysis offered in the previous ahppieides a means of
reassessing the development of the Ugandan coffee sectadentifying the key
institutions that merged and played influential rolesheysng the growth of the sector.
The analysis reveals the significance of institutimmanges at key points in time as well

as the importance of ongoing trends and phases of irst@alithange.

These insights are valuable. They show how the coffe®iss economic growth and
development occurred and the way the sector’s creatidriransformation was critically
dependent on the existence and interaction of partitydas of institutions over time.
The analysis also shows that, while specific instittivere vital and necessary in
shaping the sector’s particular growth and development tretwider socio-historical
context mattered. Without the taxonomy-based anabfesed in the previous chapter,
the intricacies of the changes in human activitieslifégrent societal levels), and their
consolidation into patterns, practices and establish&@sg of interaction (the basis of
the sectors socio-economic existence), would be mgledged over; leaving an
interesting narrative listing of historical events, boé devoid of the insight needed to

explain the economic and developmental significance.
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5.1.1 Limitations of static analysis

While the taxonomy-based analysis gives us a meansriffideg significant events and
linking them with subsequent developments over time ténae ked to the present day
incarnation of the sector, it nevertheless remainsntisdly a static assessment of the
sectors’ development. By giving time-bound snapshots afgehahe analysis provides
information about the developmental path and sequermgtitutional changes. This is
revealing as to what changes occurred, when they took gtackow they have

influenced both the general path and specific outcomesafomic development.

However, this static assessment on its own it isva@pt revealing as tahythe
catalogued, sequenced and noteworthy changes happened. lakgmifid prevailing
institutional conditions merely highlights differenceeinvironment and outcomes. It
does not examine the processes involved. The causes gecliannot examined and no
explanatory insight is offered that allows the usehefémpirical assessment revealed in
the historical narrative as information that may eixplhe change processes involved. In
order to address the questionsmify andhowchanges took place in institutions, the
“static” descriptions of the key changes need to be gqoaarad by some explanation of

the dynamics of institutional change.

This chapter is therefore a further development ofakenomy-based analysis offered so
far. Having briefly acknowledged the limitations of stasigonomic analysis, the
chapter’s prime focus is on explaining the institutiarte&nges that took place in the

Uganda coffee sector. First there is a brief commamwhy understanding the dynamics
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of institutional change matters. Then the chapter ex@srthe changes that occurred in
the sector, identifying the key changes observed and askiatexplanatoryquestions
they raise. The questions raised are then used to saggestitutional change analysis
framework with which to engage with the key strands odthef institutional change.
The aim in doing this is to establish what the theofgrefas explanations of the changes
and to examine what the empirical evidence may adnpitaassible. Finally the chapter
returns to the question of taxonomy based analysis@msiders what implications the
discussion has for the use of a taxonomy based frarkdaoexamining institutional
change dynamics, as well as for explaining the develofahearrative, institutional

influence, and institutional significance, in developmen

5.2 Institutional dynamics matter

Changes in the way human activities are organised lmvemic and developmental
consequences. Institutional dynamics matter becaugéée explain how economic
growth and development occur and particularly why it takparticular path. Human
societies’ “cooperative solutions to complex exchange progi are the basis of
economic change and growth North (1991, vii). But societiesod@lways adopt
socially productive modes of cooperation. Thus the outsomh institutional change,
beneficial or otherwise, are not guaranteed. Understgqndécauses and processes
involved in changes is therefore important if we are @esgjvely to deal productively

with the conflict and cooperation challenges presented byatewental change.
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The Uganda coffee sector experience demonstrates ihaoit possible to explain the
developmental changes by which simpler societal ruldoaganisation are changed or
replaced by more complex arrangements without refertenite causes, influences and
processes involved. The case study shows that théamaxagion of coffee from a wild
bush of ritualistic significance within the traditionstbé Baganda into a commercial
commodity is a story of institutional change. It istary involving societal innovation,
displacement, replacement, establishment and adaptéhersector’s nature and
existence today, and its prospects in the future, asanably (more or less) regulated,
widely cultivated and (locally and internationally) tracgegtibusiness industry of global
significance, cannot be explained by mere referencectorsgutcomes and outputs. The
sector’s developmental outcomes are consequences ofeshiargpcietal activities

which, in turn, are the result of changing societal aigamisational forms of interaction.

Developmental outcomes dissociated from insight int@ld@mental dynamics can
provide only partial understanding of the development thatakas place (Brett, 1995).
Examination of institutional dynamics helps us understaticchh how and why people
change the way they organise their activities andantems. We can see better why and
how changes affect economic and developmental outc@ppeeciate better the
development challenges that the sector continues to greqithl, and have a better
insight into, the future prospects and attending challeagd opportunities, relevant to
current economic management efforts as well as fysoirey consideration.
Understanding the institutional dynamics offers the pdggibif better understanding the

development constraints that face a society. By dihiisgwe are potentially able to be
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more attentive to how institutional stability or instay; fragility and or indomitable

potency; lead to persisting developmental problems or ngelafemental opportunities.

Without exploration or understanding of the dynamicmstitutional change, policy
formulation is constrained to interactions and arrargggsthat are evident and prevail
today and remains hostage to the less obvious, persistingoarchanging influences on
which today’s arrangements and possibly tomorrow’s prosplegsnd. In a dramatically
changing developmental context it could lead to the eonmhassumptions about which
of today'’s institutional arrangements are as stable arsisfieg and which are unstable,

fragile and / or in transition.

Processes of institutional change also matter beciasge processes do not inexorably
lead to beneficial outcomes. Stimuli for, as well ascoonitant paths of, institutional
change may impinge on and or create interactionsatlegbroductive and socio-
economically beneficial or ones that are non berafand inefficient (North 1991).
Consequently processes of institutional change inevitaddty both the promise of better
outcomes as well as the threat of deteriorating sl@ad economic conditions.
Identification of an institution that constrains oables particular socio-economic
activities at a point in time, helps us to explain tben®mic choices and outcomes that
prevail but it does not explain how a society has dgesloUnderstanding the processes
that have led to the emergence of the institution tsllabout the historical, socio-
economic and political rationale that underpins the egistinangements, and in so doing

sheds light on why the society has developed as it has.
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Explaining institutional change also matters specificaltyhw the context of this project
because it addresses in microcosm the challenge ovaghgustained development in
societies overtime. Attention to the dynamics of ¢feaprovides a means of developing a
more relevant and explanatory framework for applying afyars of institutions based
on taxonomy. Having identified institutional significancetige (identifying what types
of institutions mattered) it is necessary to consiav the initial taxonomy framework
may be further developed to address questions relatingsitivaal processes (i.e.
understanding a type of institution may develop and changbatacteristics while
remaining of the same overall taxonomic type). Thigllof process understanding not
only helps “account for diverse performance in economiast and present ... [it is also]
... Is the key to improving performance of economies premaahtfuture ... [unlocking]
the door to greater human well being and to a reduction imyrasel abject poverty.”

(North 2005; vii)

5.3 Theory and analysis of institutional change

Theoretical works from a variety of scholarly pergpes address different aspects of
change in the rules that govern societal interasti®ften scholars of institutional
change are addressing specific problems of cooperatdharconflict and are not
directly seeking to attend to the development of a uhifieory of institutional change.
The specific issues they address range for example réfatively delimited concerns

regarding rules that promote efficiency when dealindp witcertainty and the risks and
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costs of change, ( for example relating to transast{®@Villiamson, 1979), property rights
(Libecap, 1989) and collective action (Ostrom, 2000) ); ¢onlder considerations of
power and the role of agents and groups in change (Axdle@®), (Ostrom, 2000).
They also extend to the even wider concern for conttixtaiad historically formed and
continually changing beliefs and mental models (for gptamre-existing mental models
(North, 2005), prior scripts (Aoki, 2006) and norms and metan@ixelrod, 1986)). In
addition there is consideration for the effects démal influences including technology
(Nelson, 1994); the role of higher and lower level raled rule-systems (Ostrom, 2000)
and how rules may lock in (North, 1990), are subject tdaimé&hrabhar and Stark,
1997), and create specific paths (David, 1985), or are subjectlés ofcumulative

change that cannot be easily departed escaped (Myrdal 1978).

It is unsurprising therefore that the wide arrays o$é¢hend other individually quite
significant theoretical contributions available to dramvdo not offer a coherent body of
theory. While many of their concerns and arguments addvesigpping issues, the
different works do not knit together theoretically. Scholaften use different languages,
create different models for discussing the issues and totdgferent aspects of
institutional change. Indeed a number do not even diradtlyess “institutional change”
as being the subject primarily in hdhdSo while addressing some important institutional
change questions, on the whole many works that offer bi@wantributions to the

theory of institutional change are not themselves (utatgtably) primarily concerned

with engaging the question of developing some kind of unifiedry or perspective of

8 A brief survey of works of economic historians, gahestists, behavioural economists, law and
economics theorists, sociologists and old and newtdtiehal economists illustrates strikingly.
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institutional change. This means that the analysisstitutional change may not rest
singularly on the many valuable contributions of theasiegstitutional change for
guidance as to how frame an inquiry into the dynamigsstitutional change. The

contributionscan inform our analysis by offering insights into possiblelarations.

However, in the absence of a unified theory it is suggestat a framework that points to
the analytical questions that an analysis of insina change has to answer is needed.
Armed with this framework incorporating the key questionsea@ddressed, a more
productive engagement with the disparate works addresstitgtiogal change theory

appears more fruitful.

5.3.1 Key institutions to focus on

In order to focus our discussion on the institutions thegtmmattered within the sector as
it developed it is necessary to state more clearly Wihdtof institutions the taxonomy-

based case study analysis so far, reveal to be tlset@if@cus our attention on.

The institutional landscape that characterises thfee€sector in Uganda by the end of
the twentieth century is a complex and sophisticated©wer the previous one hundred
years, the sector has developed to exhibit new dedicatdditelgus and new implicit
customs. It is directly regulated by state organs, pawised new organisational forms,
incorporates new market arrangements and has developedrmes and conventions

for many activities within the sector. There is evidetia the full gamut of the
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taxonomy of institutions is represented, and that shesresult of a long ongoing process,
or (more accurately), a combination of processes. dimger of institutions in evidence
today represent a mix of rapid as well as gradual commre@doption as well
abandonment; stagnation and decline as well as promiregetation and dominance.
In other words — to understand institutional change, the gsesey which institutions
are created and evolve also needs to be examined amdtensed. Having identified
what institutions were significant in each phase okttgyment we can consider when,
and broadly what, characterised their creation and derednt as key institutions.
Following that we can examine more closely (drawing @oties of institutional

change), the detailed explanations of why and how unistits changed as they did.

Table 5.1 below shows the key institutional changesdrctifee sector in each phase of
development. In the commodification phase the sicguifi developments were:
a) the creation and establishment of organisational foregsilations and markets
specifically dedicated to commercial exploitation offeef and

b) the development of coffee growing and husbandry normsameentions.

A full range of new institutional forms was relativejyickly established. It is important
to note however that the variety of institutions ceeladeveloped by or through a mix of
processes of change. In the interventionist and thelibation phases it is noteworthy,
(though given the earlier establishment of the full rapigestitutions, perhaps not

surprising) that even though no completely new types tifutisns were introduced, the

changes that occurred also appear to have been aakdiferent processes of change.
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The institutional developments that occurred were dewsdops within forms rather than
developments of forms. Therefore smallholdings becaore mbiquitous and
acknowledged, plantations did not. Government regulanoregulatory organisations
encompassed new rules and purposes but regulation and eeguolganisations
remained. Processing and trading intermediaries took orandwlifferent roles and their
number and pre-eminence changed but their presence agimsdit entities within the
overall landscape remained. There were notable changeswentions, norms and
practices associated with sector activity — quite dffiein each phase but significantly
occupying the same broad taxonomic area — in that theyallechanges in unwritten

rules (norms, customary practices and unwritten corvesiti

Table 5.1 below summarises the key institutional chariggsdok place in the Uganda
coffee sector during the period under study. It emphasmedhe key institutional
changes are identifiable in overall terms through tkertamic assessment over time,
however this assessment can merely hint at ratheretkialain the significant change

processes involved.
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Table 5.1

Key institutional changes in the Ugandan coffee sector by phasédevelopment

Commoditisation Phasi

Interventionist Phast

Liberalisation Phase

New

New /Changing

New /Changing

Small holding (6

Plantations (6) —>
Coffee Trade & Export Market flz-
Coffee Intervention Board (6)—»

Coffee Processing and Tradin
Intermediary Organisations (6)

Colonial Coffee Regulations (2)

Plantations —

Coffee Trade and Export Markj

Coffee Marketing Board

Coffee Processing and Trading,
Intermediary Organisations

Coffee Regulations

—»

p Plantations
Coffee Trade and Export Market
Coffee Development Authority

| Coffee Processing and Trading
Intermediary Organisations

Coffee Regulations
Trade and Sector Associations

Codes of practice (8)

Growing and Husbandi
Conventions (3)

Magendo (€
Mafuta Mingi (8)

Voluntary Commercial an
trading conventions (3)

Taxonmmy Key

1 - Constitution; z— Law; 3— Custom; 4 Clan; 5- State; €~ Organisation; — Market;8 — Norms;

9 — Conventions

The next section uses the information gathered fromdffee case study to start to

address this analytical “shortfall’. The section sdeksstablish what institutional change

guestions are raised and therefore what kind of institt@vange questions have to be

addressed in any framework for analysing institutional dyoaniaving established the

framework of questions the chapter moves on to reflectingoov theory helps us

address these questions within the context of this cadg. $tinally the chapter suggests
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how we may update our taxonomy framework and taxononsdbasalysis approach to

institutional analysis to accommodate the insightsehagrge.

5.4 Institutional changes that need explaining

The examination of key institutions presented above higisligie key institutions
established or changing in each of the phases that satify influenced the
development of the sector. It is the changes in timssigutions that now need explaining.
Examination of the key changes in the sector reveatautider the broad phases of
change, and the broad stability of institutional typeetse specific, detailed and
ongoing change processes that are less evident and maithieg. It is evident that
detailed and intricate processes of change are involeetinaally causing significant
changes in the character institutions even thougbvbeall landscape (categorised by

taxonomical types) appears largely unchanged over time.

A further examination of each of the phases of developmeveals the intricate
processes of change to be addressed. In the commodifigditase for example the
changes that need explaining primarily relate to why imstitutions are created. Before
1900 there was no coffee sector or institutions in existepeeifically to enable or
regulate coffee sector activity. Over the next 50 ydadsull array of institutional types
were evident and formed the basis of the sector. Nevtwuitiens that hitherto had not
existed came into being. Their emergence is not explainsdply categorising them

and pointing to their existence. Their sudden creation dstmadad that institutional
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change is capable of being rapid, novel and without intso@etal precedent. Their
overall stability as forms of institutional types otee following years suggests that

institutions can change slowly or even stagnate. Ttleseges need explaining.

In addition in the commodification phase it is alsadewit that there is a need to explain
how changes occurred. Some institutions, namely plansgtcoffee trade and export
market, sector Intervention (CIB), processing and tgaditermediaries and sector
regulations all involved some kind of deliberate direttrvention by the state. Whereas
other significant institutions such as smallholdings amdvarg, trading and husbandry
norms and customary practices developed without diretet istervention or direction. In
subsequent phases of the sector development similamexiplas of institutional change

are needed.

Considering the period after commodification the insbins created in the earlier phase
continue to evolve. It is important to note that whilecompletely new institutionaypes
are introduced, the existing types change in their detailed charatiteriand their

societal / sector significance. Smallholdings becobgquitous. Commodity production
and processing activities contained within the smallingldievelop as families adopt
roles and practices directed at growing and harvestingegraaiounts of coffee for trade.
The smallholding as a type of special type of institutemains. Its detailed
characteristics and the rules / activities it encomgmsbhange. Similarly plantations
decline and their role changes, the intervention orgtaiss change as do the regulations

they supervise. In addition intermediaries and markanhgements change.

8 By institutional type | refer to the types identifie the taxonomy presented in chapter 3.
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Furthermore, across the three phases certain chasticseof institutions lose
significance and / or completely seized to exist. Fangde, the “Magendo” and

“Mafuta Mingi”® practices prevalent in the latter interventionistarnanpletely disappear
in the liberalisation era. It is notable however @aongst the institutions identified as
being significant in the development of the sectors¢hastitutions that ceased to exist
(as opposed to those that declined or simply changed)d¢ade implicit and

communal in type. On the whole it takes a numbereafy for institutions to change their
nature or to disappear. Indeed there is little evidenemys&ignificant explicit and

official or speciatypesof institutions ceasing to exist (Although within types ¢heere
changes in the details of the form). Furthermore chamgmternal forms of institutions
appears to be incremental, slow and influenced by both tetkbdirected acts as well as
non deliberate, non directed developments. It is nacg$s examine and explain the

institutional dynamics involved in these changes.

5.4.1 Institutional change questions

Reviewing the data from the case example it is evidenirtigrtant questions relevant
to understanding institutional change can be drawn fromwahgethe changes that are
evident in each phase. Starting with the commodifiogtioase the particular questions
raised relate primarily to the creation of institutidinat have no precedent within a

society / economic sector and are:

8 “Magendo” was a colloquial term referring to black masked “Mafuta Mingi” referred to corrupt rent
seeking”
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e why and how are new institutions created?
e why and how do institutions go on changing?

e why do particular institutions take on specific charasties?

Drawing again from the coffee sector case examplanpertant relevant questions

after the commodification relate primarily to the depenent and establishment of

difference in institutions that already exist withisaciety / economic sector and are:
e what changes (differences / variations) occur?

e why and how do the changes take place and survive?

The important relevant questions raised about the derhisstitutions relate primarily
to stability or extinction within a society and or ecomo sector and are:
e why and how did the institutions remain and remain unchaimgeltaracter?

e why and how did the institutions disappear?

In this case study, the significant institutions thratthe focus of the change analysis are
summarised in the table below. The table shows tleakitid of explanations that need to
be addressed includes explaining why as well as how. Tableb® bummarises the

changes that need explaining.
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Table 5.2
Institutional changes in the Uganda Coffee Sector

WHY
WHAT Commodification Interventionist Liberalisation Phase
Phase Phase
Institutional change Creation of: Changes in Changes in

dependent on
predominantly state
or state associated
intervention in
change processes

¢ Plantations

e Coffee trade and
export market

e Sector
Intervention
(CIB)

e Processing and
trading
intermediaries

e Sector regulations

e Coffee trade and
export market

e Sector
Intervention
(CMB)

e Processing and
trading
intermediaries

e Sector
regulations

e Coffee trade and
export market

e Sector
Intervention
(CMB)

e Processing and
trading
intermediaries

e Sector
regulations

Institutional change
dependent on
predominantly non
state initiated or non-
state associated
domination of change
processes

Creation of:

¢ Smallholdings

e Growing,
husbandry and
trading norms and
customary
practices

Development of

¢ Smallholdings

Decline of:

e Plantations

Changes in:

e Growing,
husbandry and
trading norms
and customary
practices

Develipment of:

¢ Smallholdings

Changes in:

e Growing,
husbandry and
trading norms
and customary
practices
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The questions raised here in relation to examining taagds experienced in the coffee
sector are relevant for any analysis of institutiahadamics that seeks to explain change
in institutions. Taken together, and considering the questiossd in the examination of
the Uganda experience, it is suggested that an analyisistitdtional dynamics has to
clarify and deal with:
1. ldentifying the institution(s) that is / are the subjecanélysis over a specified
period of change; and therefore identifizat kind of changes are to be explained;
2. Explaining specificallywhy identified changes occurred; and

3. Explaininghow the identified changes took place

5.5 Explaining institutional changes

This overall study is concerned with the understandingdleeof institutions in

economic development, drawing on the experience dffganda coffee sector. With this
in mind, a full review of institutional change theoryngpractical and unnecessary.
Nevertheless within the context of this study it is 88eey briefly to reflect on the main
strands of institutional change theory that inform heavmay address the questions
identified as being critical for understanding of the insiihal dynamics within the

sector.

A large number of scholarly works address the questiovhgfnew institutions are
created. In general there are two overall explanatdwanced and are accepted to lesser
or greater measure by most scholars. One posits thetvawnstitutional changes are

deliberate creations that are result of deliberatead@soups and individuals to better
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their economic position. The other suggests that institsitare spontaneously created
and change as a result of the ongoing interactions aticeated structuring and ordering
of relationships, and that change emerges naturallycialselationships. Different
scholars advance theoretical explanations that maytoeedn to one or other of these
positions, or indeed admit both as being reléVahhey also raise considerations that
constrain or influence how these explanations are @nett or modified. Hence
deliberate acts can be constrained and or informed by piegiperience, mental
models or power relations. This next section discusael of these theories of change

and the arguments rational advanced to underpin them.

5.5.1 Institutional change that is deliberately ini  tiated

Theories that emphasise institutional creation andgdhas deliberate acts include those
that consider that new institutions are created vgneuaps are faced with opportunities
of benefiting from higher returns if existing institutio@@tangements are changed
(North, 1990). In this explanation institutions are credétgdeliberate acts of individuals
acting in service of their own rationally calculataterests. In a similar vein it has been
argued (Williamson, 1979) that organisations seek to minimassaction costs by
instituting new governance arrangements that will redoe@ihcertainty and costs
associated with managing or protecting against that unagrt&onditions of

uncertainty create a need to develop efficient governstngetures that match the

attributes of the transactions that are being enabtestuations where no matching

87 As is illustrated further in the brief reflection arsiitutional theory that follows below in this chapter.
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governance arrangements exist, such transactions meypbdaenced as cumbersome,
unclear and uncertain, insecure, inefficient and cohg. inefficiencies and costs act as
a stimulus for change and initiate group’s action toward® rafficient arrangements
(Williamson, 1979). The demand for change comes from indilsdaurad groups within

the society who seek a different resolution to thegieed costs and interactions created
by the existing “inadequate” institutions arrangements. Os{i®95) notes that rational
individuals tend to continue adapting behaviour until no imprem@s are possible.
When otherwise cooperative groups continually experiargtéutions as cumbersome
and ineffectual in achieving collective outcomes then ¢leels are sown for defection
and for change in governing rules because they begaokofdr more effective ways of

changing rules to achieve thegirals.

The new opportunity for individuals to benefit that tattherto not existed is seen as
potentially arising from an external factor or from imi@rchanges. This may be a result
of fundamental changes in environmental and contextudlitemms encompassing
physical as well as social or technological condgidvelson (1994) notes that when new
technologies are introduced new institutional featureseeated and subsequently co-

evolve as a result of the pushes and pulls exerted byethelevelopment.

The institutional features influenced are wide-ranging —@passing organisations,
regulatory arrangements, property rights and activitigaiblic as well as private,
commercial domains. Kraatz (1998) points out that fundéahehanges in industries’

and organisations’ environments create changes in pregsdmaundaries, values,
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regulations and technologies, in ways that creatertaioty, requiring fundamental
changes in core practices within industries and organmsatibis theorised, that in

practice, institutions change to minimise uncertainty @spond to these new conditions.

It is argued at one “extreme” that institutions oncsated survive as they do because
they serve interests of individuals and groups with p@amdrposition, who are able to
modify the institutions to meet their perceptions of iwhaneeded. However individuals
views of what is needed are subject themselves to experieacning and prior
understanding or customary or habituated practice. Thergfstitutions survival is
affected by changing individuals, individual interests al agechanging environmental

circumstances.

Notably North (1991) asserts that the institutions thatlaosen and that develop further
are subject in their selection and shaping to the influehbéstory and mental models.
So the selection of institutions by individuals to favowirtinterests is not a straight
forward “here and now” weighing up of pros and cons, butlser influenced by past
and present social influence and limits of informationvidledge and experience. History
and belief matter because of prior "scripting" and theterce of "collective linguistic

and symbolic" acceptance (Aoki, 2006).

Historical forces interacting with contemporary evanta society (and emerging ways

of playing the game) ensure that particular paths emeypaaticular kinds of

institutions are more likely to emerge than others. Thasles emphasise certain
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behaviours or strategies amongst actors that reinfbeceonstraints on others — making
changes in rules unlikely or difficult and adaptationerasnd more plausible. Amongst
the historical and social configurations and experiencegsrthg have an important
influence are the way the society is organised, thefb@and expectations that have
developed over many years and the established availaitikglistribution of
knowledge, resources and income amongst the groups involaed mffected by the
changes This means that the choices actors make lighhef perceived changes will
not, be direct, singular or always directly deterrdibg the individuals and groups
themselves. Heritage, experience, learning and pre-exisstigutions influence the
mental models that individuals employ to make senseenf environment.
Consequently it is suggested that beliefs and expectatiatier a great deal. Prevailing
views about the likely effects of change are constdanelimits of rationality and
availability of information and shaped by embedded experiandanfluenced by

changing awareness, learning and attitudes to risk and inoovati

Other scholars and perspectives would support the neekktnta account individuals
beliefs. Axelrod (1986) points out, for example, that efdyeliefs, (that is perceptions of
payoffs and events affecting payoffs) matter and ofiesd beliefs are subject to factors
outside their control. The “shadow of the future” aslaglthe perceptions of the past,
determine how individuals and groups perceive their decmmmking time horizons, the
regularity of stakes that they have to put up, the indbion about others that they are

able to obtain and trust, and the useful feedback abousatbons that is availalSfe

8 Ostrom (2000) and Landa (1997) point out that individualsgradps in societies learn and develop
ways of recognising who is likely to be deceitful and whlkiely to be a "trustworthy reciprocator”

213



Grief and Laitin (2004) argue that ultimately institutionsred@when there is a change
in belief due to underlying processes that disrupt previoudigstdrcing behaviour in a
way that makes the prevailing beliefs untenable and edef® inevitable. Furthermore
they argue that in the absence of certainty and coenpitgtrmation, socially articulated
and distributed rules provide individuals with the "inigahins of truth” to develop
subjective beliefs regarding others behaviour. Institatisad rules assist individuals in
forming beliefs - in placing a probability estimate - abahat others will do." (Greif &

Laitin, 2004: 637 — 638)

Individuals therefore follow past behaviour because oflkedge and learning, failure to
give attention to a given situation and failure of cocatiom. Sugden (1989: 86)
considers that certain considerations learnt by expegibecome prominent in
individuals expectations and therefore influence respohsgatake. Hence rational
analysis, as a concept to be applied in explaining howichahls may converge towards
an agreed way of interrelating, is problematic. The tesgionse is not necessarily the
rational response (devoid of “prominence and experienkEgSjory by shaping belief and

expectation is implicated in the way participants redpara game theoretic situatiSn

(Ostrom 2000). Particular societies have developed develpp afsignaling likeliness of
untrustworthiness and punishing it (Ostrom,2000) (Landa,)1997

8 By way of empirical illustration, Greif and Laitin pess the paired case examples of Genoa and Venice
which from similar clan and family social organisatioeated institutional elements which were reinforced
and or undermined by processes of change as parametid shcause of underlying beliefs being
constructed and shaped in different ways. They alseprése cases of Nigeria and Estonia and relate how
differences in institutionalised consideration of sostatus and desirable forms of ethno - linguistic
cleavage interacted with dependent paths created by thetresp®lonial experiences to lead reinforced
fractionalisation in the one and less fractionalisaitiotine other

% Hence rational analysis may not result in Nash eqiitifor
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Consequently it is possible because of all these ceragidns for quite different choice
patterns to result and, furthermore, because of diffg@ner constellations within a
society, for the different choices to compete (N@AB5; 61). As a result the changes
involved in the development of institutions are intricaiel multiple and may not be uni-
directional, straight forward in linking cause and effeclinear in their cumulative effect

over time.

5.5.2 Institutional change that is spontaneous

Alternative to this view that extends from the assuamptif deliberate individual action
there is the other quite different (though not necessautityially exclusive) view that
institutions survive and take on particular forms becausieeafindirected mutual and
continuous interactions between individuals, instituti@emsjronments and events. In this
regard interactions maybe structured as part of an beedgring of societal rules that
“spontaneously” constrains or enables change or theyomayresult an ongoing process

of gradual learning and adaptation.

Ostrom (2000) suggests that institutions operate within artey of rules with higher
level rules affecting and influencing lower level onedollbws that higher level rules
may be constructed (by design or by default) to enable gradhtiglitional adaptation
and to constrain rapid and dramatic change. Ostrom ti@efaced with common
resource pools problems, local collective actions oftetidléo more sustainable use of

resources. Higher-level rules can permit or consttarcollective action that would
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enable local institutional arrangements at local lewsbt emerge. Therefore an adaptive
locally arranged institutional change may be seen as hiseifjsubject to higher-level

institutional enablement or constraftts

In addition institutional adaptation may occur becaugestpported by higher-level
laws. Axelrod (1986) considers that this may occur in abarmof ways. In the case of
implicit unwritten norms, explicit law may provide extal validation for norms, and
norms may eventually be developed into explicit lawstiiermore “meta-norms” can
develop as and be directed at the regulation of defeatorsion punishers in ways that
enable adaptive change but constrain the developmerambtic deviance of any

notable degree (Axelrod, 1986).

Change is thus theorised as proceeding through permissibleskperimentation,
starting voluntarily and aggregating cumulatively to achmwieomes that are
favourable. Within this conception institutions are seeheang endogenous equilibrium
outcomes of a game within which agents’ actions ands@anome "mutually consistent
and repeatedly implementable”. The salient featuregérpaof behaviours that are
endogenously constructed and sustainable (enforceable) emerdesaor institutions.

What works tends to be adopted without recourse tonat@alculation (Axelrod, 1986).

1 0strom also notes that external rules and monitoringssritrongly designed and imposed can adversely
influence collective action and tend to crowd out cooperdtehaviour within a domain. In addition the
existence of a leader or entrepreneur who articuledss of organising collective action to improve joint
outcomes can be a an added stimulus (Ostrom, 2000)
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In order to have such an equilibrium each player nee&maw the details of other
players intentions but simply needs to share knowledgelef summarising the
consequences of their actions through the experiencéerfsateactions New norms are
learnt and adopted, new rules are explicitly promulgatebiprogress is made by a
process by which players check for violations and consegsdn determine what is
permissible (Ostrom, 2000). New norms may gain adherertst@s adopt them. In
addition network effects and economies of scale may grgda&e hold and enable the
new experiments from within existing institutional arrangata to take hold and
gradually adapt the existing institutions from withifPowerful interests, invested in both
existing institutions and the desire for more efficiastitutions, may lobby, bargain and
act, to adapt existing arrangements, rather than cneat@nes which may be seen as

inherently risky?®,

Hodgson (2000) sees institutions as going beyond simply agabliactually shaping
and altering aspirations involved in deliberate actsdi’/iduals. Institutional change
itself involves more than mere stimulus and responsevadtves learning, as well as
change and adaptation. Institutions and individuals agagad in mutual influence and
change. As “learning involves adaptation to changing cistante such adaptation
means the reconstitution of the individuals is involvédstitutions have powerful
influence but that power is often exerted without dohfHodgson 2000; 326 — 327).

Thus Hodgson points to the notion of reconstitutive dowdwausation, (prevalent in

%2 However success of experiments is not guaranteed. Theverisbuilt logic that suggests that new
experiments necessarily have to succeed.

93 Grabher and Stark (1997, 535) also note that once “ammgois locked into a particular trajectory, the
costs of shifting strategies, outweigh the benefitstefatives”
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old institutionalist thinking) which asserts that the indijal is not a given, but is rather
reconstituted by institutions. Hence the process of uigtital change is one in which
causation is upward and downward and reconstitutive - involmthgidual and

institution shaping and acting on the other.

Hodgson (2001a: 295 — 309) also considers that institutions hamgent properties as
well as creative effects. Changes in society as agefactors impinging on society
involve individuals and institutions in complex interpthgt leads to changes in habits
and behaviours (as discussed above). The outcomesiofehg@ay are not
predetermined and are at best only generally and paniatictable. The paths and

outcomes associated with institutional change canteaddely varying outcomes.

Indeed the variation in institutional change outconsewell as the persistence, demise,
and alternative emergence and spread of institutional fe&rmst ifully considered
without admitting the relevance and contribution of evohdry theories of change.
Applying evolutionary theory to institutional change would sugtfest social routines
and social institutions replicate but such replicatiwikinclude imperfect copies. Not
all replicates would themselves necessarily have thacitg to survive. The processes
involved are thus best characterised as evolutionarytimendThe basic idea is that
complex systems are likely to contain some rephcpéintities that are subject to the
processes of selection” (Hodgson, 2001a: 281). Hence instaithange would involve
inheritance, variation and selection and institutionalhgie outcomes would vary and

could not be pre-determined beforehand.
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Furthermore societies themselves are subject to ongbamge that is cumulative and
unpredictable. In situations of complex social changedine of circular and cumulative
causation is suggested as being universally applicable (Myr@i&8). This is due to
dynamic endogenous causation and interaction with exaganfluences because all
relevant economic and non economic factors are ieebiw influencing each other
through an interlocking and circular process of changan@és in external influences
may induce circular causation whereby changes experievited a society accelerate,
decelerate or cease. If changes accelerate or deegtbmatesulting social change may
have spread effects and backwash effects which cumuikitéhe ultimate outcome
being unpredictable. Myrdal (1978) considers that this leatteetdestruction of any neat
simplicity of analysis and conclusions. The naturehainge in a social system is such
that the system does not typically tend towards equihtgrother (cumulative) changes
supporting and responding to the initial change in fact ntfowesystem away from
equilibrium. Processes of change can be influenced or stdppexogenous changes, but
this is not a natural outcome of forces at play withagystem. The new position taken
can be unstable and new changes can start a cumydedess that affects the direction
of change. Whilst a position of rest may be achieved hgypwoiterferences - such a

position is not the same as endogenous system equiiibriu
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5.5.3 Institutional stability

Theories explaining institutional change admit that inessituations, over possibly long
periods of time, institutions can persist and remamelgrunchanged despite changing
conditions. Some scholars of institutional changeattiarise institutional change as
being typically very slow and gradual (North 1991). It is sstggthat this is because
collective understanding and acceptance of norms anslmdg be slow to establish and
subsequently difficult to change. Others suggest that mtablshed institutional
arrangements are subject to “institutional legacied’“fnmction” which means that they
tend to survive until external pressure for change bes@uiestantial and overwhelming
(Grabhar and Stark 1997) . It is also suggested that asifiostal inertia is an inherent
outcome associated with long established and largelgtefeinstitutions. It is further
argued that effective institutions benefit from the iasieg returns to effectiveness and
this inevitably leads to institutional stability and in@rtat may in time itself lead to the

same institution becoming maladapted to contextual changasr@r, 1998).

Even institutions that persist over long periods cannaelier remain completely
impervious to all change. An institution may undergo periddhange after longer
periods of stability. In addition institutions that managadapt incrementally and un-
dramatically to become more efficient, have to spoading continually to the demands
being placed on them. It is argued that whilst institutioiedontinuities can and do

occur — and creative destruction can lead to the tramsmiaof fundamentally new (and
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more effective) institutions, it is also the case theremental change is often a

prevailing mode of change. Genschel (1997) notes that tldsokiohange allows

“patching” and “transposition” whereby shortfalls canrémedied and scope of

institutional effectiveness can be redirected or méexvely brought to bear on

specific situations. In addition other internal condii@nd factors may favour stability

or slow and incremental change:

a)

b)

individuals and groups may weigh up the costs and beneditthan act
collectively in a manner that promotes stability dajptation rather than
wholesale dramatic change. Whilst endogenous or exogerapusnpose
pressure for changfe nevertheless poorly-defined rights may sometimes @ot b
put right because of cost of doing so may be perceivediag too high for those
concerned (Liebcap, 1989). In addition other historic ba@roe institutional
encumbrances may also get in the way of defining, stnengtg or changing
property rights (De Soto, 2000)

under conditions of uncertainty and lack of informatioritnBonal innovation
may be constrained due to lack of awareness of availabtnetiall and
Taylor, 1996) or even because there may be individual arecteé aversion to
taking risk with dramatic innovation being perceived as ihidy costly and
perilous and not worth the potential uncertainties andrdaat may unleash
(Ostrom, 2000)

powerful actors may have a particular preference foesoithe arrangements

existing institutions enshrine. Dominant strong groups magtera@nd enforce

% Pressure for change may include price changes, changreslirction and enforcement technology and
shifts in preferences and other political parametaebcap 1989)
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metanorms to ensure that weaker groups with differestasts do no defect

(Axelrod 1986)

Indeed Genschel (1997) argues that it is the very inerdistambility of institutional
arrangements that creates the space and confidenceahéie needed for processes of
change (collective activities of interested and invdlgeoups) to effect necessary
changes in institutions. Thus institutions can be seaisa managing to avoid being set
aside, supplanted or destroyed in favour of new arrangenidmsefore the
indeterminate interactions of pre-existing and new inflesrand information (or the lack
of it) have a key part to play in what institutionallpptevails and what outcomes result.
This consideration is associated with and admits themof path dependence (“the
consequence of small events and chance circumstasce®termine solutions that, once
they prevail lead to one particular path”) (North, 1990: 84) highlighted by David
(1985); and further articulated by Arthur (1988) is seen asaat here. Hence different
solutions to coordination and conflict problems are posdiddficient outcomes can
result. Adoption in one particular direction is not igudeed. “Lock in” to a particular

path can also occur (North, 1990: 94).

5.6 Conclusion: implications for taxonomy based analysis

This summary of key strands of institutional changemyheoints to a number of
important aspects that need to be included in taxonomy basdykis of institutions that

takes into account the dynamics of institutional change.stiggested framework
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derived from an analysis of the questions that the Ugeaska experience raises frames
some simple considerations that can be used to engagawefly with the otherwise
disparate and wide ranging theoretical contributions aibstitutional change. The
framework taken alongside the taxonomy identificatiokenf institutions overtime
enables a systematic analysis that:

1. identifies the significant institutions that are beangated and develop to have
over time;

2. explains why these institutions are created; specifiediigre the impetus for
their creation comes from (what is the critical jture that produces the stimuli
for change and are the stimuli exogenously or endoggngeskrated);

3. identifies what groups and associated interests theutistial creation and or
change relies on and / or promotes (Williamson 197QelfAd, 1986)

4. reveals how ongoing change is influenced by:

a. past influences, historical scripting and mental modetst{i\ 1990),
(Aoki, 2006);

b. heritage, habits, learning and experience (Hodgson, 2000; 2001), (Sugden
1989);

c. beliefs and expected payoffs (Greif and Laitin, 2004), (AxkL986);

d. societal rules at different levels (Ostrom, 2000);

e. institutional inertia (Krasner 1998), friction (Grabher anarl§ 1997),

lock-in (North 1990) and path dependence (David 1985), (Arthur, 1988).
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Consideration of these institutional change theoretatributions means that the
taxonomy advanced in chapter 3 has to be redevelopedbadoed to change it from a
static assessment of significant changes to one nbangasses the dynamics of
institutional change. Figure 5.1 below shows an updated daxpthat combines the
earlier taxonomy with the framework developed in this okrajat incorporate the

considerations of institutional dynamics.

224



Figure 5.1
Taxonomy and Framework of Institutions and Institutional Dynamics

Why When

Taxonomy

Why When

: : : -

Creation of New Variation Stagnation in Extinction of
Inztitution Exizting Existing Exizting
Institution Institution Inztitution

The next chapter completes the study of the Ugandaecs#ctor experience by using
this fuller analytical construction to draw some congigdnsights on the role an

influence of institutions on the economic developmenhefUganda coffee sector.
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CHAPTER SIX

EXPLAINING INSTITUTIONS IN THE ECONOMIC

DEVELOPMENT OF THE COFFEE SECTOR
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6 Explaining institutions in the economic developme nt
of the Uganda coffee sector

6.1 Introduction

The purpose of this chapter is to provide the concludinghtsiand explanation of the
reasons why institutions changed and developed within tieecséctor in Uganda. It
deals with how these institutional changes influenced@oa change and development
of the sector. To do this the chapter focuses on ewpiathe institutional transformation
that followed critical junctures of change evident ia tievelopment of the sector.
Specifically it examines the creation and variatiaat ticcurred in the key institutions
influencing the sectors development. It considersrtipetus for change at these critical
junctures, the role of endogenous and exogenous evedts)eamfluence higher and
lower-level institutions had on shaping institutional d®m decisive ways. The role of
deliberate actions of individuals, groups and the stateehsagthe non deliberate, non

directed changes in institutions are also taken intowstco

In doing this the chapter uses the insights from theyacal framework developed in
Chapter 5 to draw attention to the additional influeribes determined how changing
institutions are constrained and shaped in specific wayisdrysocio-economic history
and ongoing evolving context. The chapter concludes witimoent on the change paths
that the coffee sector has taken, and considers thleations (constraining and

enabling) this may have for the sector’s future development.
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6.2 Key development effects in the sector

The development of the Uganda coffee sector in tha first 100 years can be
characterised in a number of ways. In volume terntsjymtion grew consistently in the
colonial years initially reflecting the rapid growthm&ntation® and then, after the
collapse of the plantations, reflecting the gradualapg smallholding acreajeBy the
mid-sixties, sector volume had reached two million bagsaa, and for the next forty
years has fluctuated around the 2.7 million bag averathepsaks as high as 4 million

bags (in the mid nineties) and a low of less than 1li®mbags (in the mid seventies).

Whilst the value of sector production has fluctuated wideflecting fluctuations in
world market pricing, the sector has nevertheless rehairiead contributor to GDP
throughout the last forty years, with annual productidnesof coffee averaging around

250 million US dollars over the five year period to 2005

The patterns of growth in the sector are, howevéficdlt to map exactly because of lack
of reliable data from the early colonial period. Nekelgéss when indicative information
available about development of acreage, plantationsadnadif movement is combined
with later production data, the evidence suggests thatthéenitial growth impetus

from plantations before the first world war, growtlhoiutput was driven by increasing

951910 - 1914 - first commercial coffee cultivation in UgahgdEuropeans - estimated 58,000 acres in
135 plantations mainly in Buganda (Zwanenberg and King, 19€5rSurces and papers

% African Coffee acreage grew to 16970 acres by 1931 (Zwaneaberiging, 1975)

" Export value data compiled by East African Fine Coffsesociation from industry data
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allocation of land and labour to coffee growing throughdbtivities of smallholding
farmers. It is also evident that smallholding farmeeseabehind the steady growth in
outputs from the post war period through to the earlgsiges when growth declined and
production remained relatively low at a time when glatgahand and prices were high
due to a frost in Brazil (Fitter and Kaplinsky 2001). lagparent that low growth in the
mid-to late seventies was associated with the efte@qgslicy and institutional change,
and growth was only restored after fundamental changés isetctor roles and
regulations. Since this restructuring it has become apptrat, despite the de-
regulation, continuing growth cannot be sustained by mettdgding to resource
allocation and productivity. The sector’s output is inshegly being affected by other
longer-term internal and external considerations — imatuchcreasing competition for
land and labour resources, competing export activitieaigrepenness to global price

competitiveness, aging crops, declining soil fertilityl @ampact of the coffee wilt disease.

However coffee sector development cannot be charsetielly growth effects alone.
Economic development is more than just an increasetjpput. Apart from growth in
output, the sector experience has to be examined fer sidnificant development
effects. In addition the institutional involvement in thelevelopment effects also has to
be further considered. Notable amongst such developmeatsafieuld be evidence of
improving allocation of resources; evidence of assocamedenabling changes in socio-
economic roles; resolution of sector level issuesctiffg perceived needs of sector
participants; ability to adapt to minimise natural resoul@gletion and destructive

environmental impacts; and changes in socio-politicdlidtts and policy responses

229



aimed at sustaining sector economic progression inghedf new external and internal

demands. Whilst output and growth data

are available fnermid-sixties onwards,

sector specific information about the other developra@fatts has not been

systematically collected for the whole period under stilithg. evidence for these other

effects has to be deduced from an examination of infoomatind indicators gathered

from various sources. Placed alongside the growth amibuformation available a

fuller picture of the development effects in the sectver the period 1900 — 2004 can be

assembled. Table 6.1 below summarises developmentsedfemmined and the

associated information and indicators identified qualitdy:

Table 6.1
Sector development effects and associated indicators

Sector development effects Indicators

Growth in output

Acreage, production volumes, producti
value

bn

Evidence of changing allocation of
resources

Volume achievement versus acreage /
population participation

Evidence for growth enabling changes in
socio-economic roles

Notable sector level structural and
attitudinal changes

Production, processing and marketing ro
and role changes

es

Changes in socio-political attitudes towat
policy responses aimed at sustaining seq
economic progression in the light of new
external and internal demands

Resolution of sector level issues affecting

perceived needs of sector participants

dResponses to issues affecting sector
tmcome, productivity, participation, and
socio-environmental sustainability

6.2.1 Changing roles and allocation of resources

Further consideration of the different developmergctff shows that growth in output

has to be seen as linked to and part of the combinatiother developments which are
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simultaneously responsible for underpinning and enabling thvetlgas well as
representing aspects of economic development in thairight. For example growth in
output was supported throughout the period under study witlyekam resource usage
and allocation. Early output growth was associatet thie greater allocation of land and
labour to coffee growing as part of the growth of plaotafarming. After the collapse of
farms growth in smallholdings can be seen as theraang allocation of labour and land
to coffee growindoy other meansRecent data suggests that allocation of resources to
coffee is critical for sustaining growth in output. IsHaeen reported that sector growth is
under pressure, due to competing farming and other econotnitiex (Abdalla and
Egesa, 2004) In addition there is evidence that resource pratuleiis not continued to
grow, lagging behind that of other coffee-growing countriesendently affected by the

aging trees, poor agricultural inputs and plant disease.

It has to be emphasised that institutions and institaticlmanges played a vital role in
creating and changing roles within the sector — as watiflancing the allocation of
resources within the sector. The nation-level institutichanges during the colonial
period enable the allocation of land first to plantatiand subsequently to smallholdings.
In addition colonial policy, inducements and compulsionsevigcorporated in
institutional arrangements such as “kiboko” and the @llich in turn influenced roles

and activities within the sector.

Associated with changes in resource allocation istalsaevelopment of new economic

roles. New producer roles were created at the inceptithresector (plantation farmers
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and small holder farmers). These roles were enabledwstdined by the creation of
other supporting institutions within the sector (markets, orgtaiss etc). Sector
development was therefore marked by the further creafiooles carrying out value-

adding and distributive activities essential for particgpain the global market.

Institutional change provided the structures needed to sujgonew economic
interactions. In particular the emergence of privatd government participation in
market activities, as well as the emergence and exten$i@gulatory roles, enabled
change that extended or restricted participation iséator and guided the development
of sector value-adding and distributive activities. A®asequence, change in roles
(deliberately designed as well as spontaneously emengasan important development

effect that also influenced sector output and structspeas of sector development.

Throughout the development of the coffee sector, claimg®les and resource
allocation resulted from the changes in institutiongelms of roles, institutional
changes resulted in the creation of producers, buysrsessors, exporters and
regulators. These roles persisted throughout the period shabt, adjusting and
adapting their activities — but persisting overall to fohne drganisational structures of
the sector. By enabling the creation and adaptation séthew roles, institutional
change enabled the sector to develop in sophisticapenijadisation and productivity.
Initially more people became involved in the industry.iually their involvement was
encouraged or constrained by the institutional arrangerti@itfollowed. In summary

institutions were critical to the creation of the secthe development of roles within the
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sector and the allocation of resources to activitigbarsector. As institutions changed
roles changed and resources were redeployed. In turn geatah and development was
affected. Institutions were shown time and again toenattvery critical ways to the

development and growth of the Uganda coffee sector.

6.2.2 Sector-level structural and attitudinal chang es

Another aspect of sector development that is assdaomth the changes in roles was the
creation and change of the sector “value chain” strucngeaasociated attitudes amongst
the sector participants. The creation of plantat&wmérs as producers was associated
with colonial policy that favoured plantation developmemd led to a sector structure
made up of large scale producers, private buyers and pros@ssbmerchant exporters
(with greater or lesser links to external owners,rfai@rs and customers). The collapse
of the plantations in the nineteen twenties led towcsiral as well as a number of
attitudinal changes. Structurally the sector developee thharacterised by small scale
production with semi-regulated private processing and exgoriihe change in value
chain structure was also associated with a shift itudés. Plantations were no longer
the preferred “officially sponsored” mode of primary produttsmall holder farming
became the norm; government intervention became adse@nd role differentiation by

regulation was allowed.

At a more subtle level of development, enduring attituddarming were shaped and

established. Today coffee is not viewed as a foreign catifer it is treated as an
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indigenous crop. This affects underlying attitude of farmerglation to cropping,
replanting and care. Coffee growing practices experietosd/ became part of the
socio-economic fabric that was passed on acrossaenes. For many farmers (“most of
the 500,000") involvement in Coffee farming is “not an exuit decision” and the
farmers are "producers by defatilt’As a result farmers continue to grow the crop many
years after its initial commodification. That is fas is grown for “habitual” and not just
economic reasons. For example farmers note thatecdtt in well with other crops
(inter-cropping), requires relatively little care in betm seasons and is assumed to be a

ready source of cash that is easily marketable (beadubke structure of the sector).

Given these deeply ingrained attitude and associated habity, smallholding farmers
have since been content to yield small volumes usmgitiall incomes generated to pay
for school fees and other cash purchased household reguisefiew have seen their
enterprise as forming the foundation of a major commiereiaturé®. The sector has thus
developed as comprising a structure of non-specialist farame non-specialist
middlemen (middlemen also trade in other agriculturalroodities as the seasons
change) with less attention to long term commercidldevelopment decisions aimed at

expansion, growth or productivity enhancement. With timehagsmeant that coffee

% Focus group quotation from of a leading farmer — see Appéniixfield work approach and list of
interviewees

% | am indebted to a number of farmers, sector workessarehers and specialists, entrepreneurs and
exporters who participated in focus groups and interviews ia 2085 and April 2006 for the valuable
insights into the sector, sector roles and attitudesrttsax@offee and coffee farming. A list of some of the
contributors to the discussions can be found in the Weltk Appendix 2.
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growing was seen as a family affair, at times an giéesons’ responsibilitf and very

often with little overt commercial orientation armtéis®.

However interviews and focus group discussions carried outgdine course of this
study, indicated that farmers attitudes towards coffeemixed, and at times, apparently
quite contradictory. On the one hand many farmers tepdeeply ingrained attachment
and even reliance on coffee. At the same time tiseegidence of ambivalence and an
apparent reluctance to commit to dedicating additioriaitedind resource to promoting
and developing coffee within their portfolio of income gaieg activities. One farmer
whilst stating “coffee grows within my veins” also notedttbther farmers who felt the
same were not dedicated to developing coffee as a regemaeating cash crop. The
dedication to the crop clearly did not always tramsiato an ongoing strong commercial

drive to generate revenue from it.

The result of these mixed attitudes was noted by indpsaitycipants and commentators
interviewed, to be threefold. Firstly it meant thatréheras increasingly a differentiation
between farmer groupings. Some were dedicated to ownirgydpéout not to
developing its commercialisation, whilst others soughoth@ortunity to develop the
crops commercial potential. Secondly it meant thatethvere potentially opportunities

for outsiders with different attitudes to the crop tceemhe market and to apply their new

190 coffee farming in Buganda (Robusta Coffee) is on thelevnot seen as being a young person’s affair.
Coffee trade federation members report that in survey autgrowing scheme in three parishes in the
Masaka area covering 460 farmers 70% of the farmers weres0v

191 The attitude to coffee has led to a less, relatik@hyproductivity, low reinvestment in replanting and
tree and soil care and overall low inputs and imaest. As a result Uganda has a productivity per ha of
circa 475Kg compared with Vietham at 2 — 4 tonnes a ha astéh ®Rica 1 — 2 tonnes a ha
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ideas, resources and commitments to exploiting the m&rketirdly, it meant that when
faced with unforeseen developments that affected theneooml prospects of coffee,
farmers could take an opportunistic stance, judging eacleaditg wave of influences
on an ad hoc basis. The overall implication of thesead attitudes is, however to
emphasise the role institutions play in guiding, enably@nstraining activities.
Faced with an a mix of commitment and ambivalence tleeafanstitutions in shaping
and guiding roles, activities and paths within the industrylze seen as being of vital

importance.

Surveying the history of attitudes in the sector it is evidedit structural changes that
took place in the post-independence state-interventierasand subsequently, in the
liberalisation era — has contributed to this mix thattexisfarmers’ attitudes to coffee.
Indeed it may be argued that it was because of the undeditingles to coffee that the
structural and role changes (introduced by the Obote govatnmthe mid-to late sixties
and further developed by the Amin administration) had suduative effect. Faced with
greater regulation, higher implicit taxation and lowas {vell as late) producer payments,
many farmers switched into other crops, leaving coffestplanattended and effectively
withdrawing resources (labour and land) from coffee produciibis created the sector

decline in output experienced in the period that followed.

Similarly structural changes in the liberalisation, engolving the re-emergence of

private buying and processing / export roles not onlyredf@pportunities to new

192 There is evidence from the latter liberalisationtbed the market was gaining new foreign entrants.
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entrants but were also apparently quickly adapted to byastesmallholding farmer
population. Throughout the period under study farmers attitasnotivations appear
to be mixed and the influence of institutional change appedrave been influential on
actors’ roles and activities. Farmer adaptation is tepdo have been local and
spontaneous — often with voluntary or formal organisatimongst farmers (at least)

emerging after rather than leading or being part ofrtiiali changes®.

It should also be noted, however, that following the demigplantations in the 1920s,
succeeding state authorities have been keen to developrimeeccialisation of coffee.
The state, heavily reliant on coffee revenues, appesssambivalent than farmers
towards the need to commercialise and fully explatdiop. Consequently, albeit for
different reasons both farmers and state are devgl@greater focus on diversification.
New crops and products are emerging to compete with cadfeesource of export

revenue and a target for farmers’ resource allocafibddlla and Egesa, 2004).

Figure 6.1 below shows the key development effects tieepériod of study, mapping

the trends in output growth against changes in resodomaabn and changes in roles.

193 Farmers participated in local primary cooperativeeti®s prior to liberalisation. During the
interventionist era this participation was restrigteds sector activities. After liberalisation coopivas
have been revived and other local trade and farmeriaiens have emerged.
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1900 — 1910 — 1920 —1930 —> 1940 —*1950 —*1960 —>1970 —4.980 —1990 —»2000

Growth in Creation of Plantations Growth in Smallholders Government monopsony Liberalisation
Output
Land and labour
Resource Land and labour Land and labour Land and labour into smallholdings Land and labour out | Smallholdings
Allocation to Plantations out of Plantations of Smallholdings & Plantations
Plantation
Producers Farmers
SINEUILES
Buyers / Private
Processors buyers Primary
Societies
Private
processors
— e e —— — — Secondary S —
Societies
Exporters
Export Private
Merchants Exporters
Industry
Sector ciB Associations
Regulators

Figure 6.1:

Coffee sector - Key development effects: trends in outpgrowth, changes in resource allocation and changes in roles
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6.3 Critical events, junctures and institutional change

As has been shown in the description of the developafahe sector (chapter 4) a
number of key external events are implicated in themwnanges that took place in the
sector and the sector institutions during the period undey.stushapping of these
events against the changes in output growth, resouczatdin and roles (attitudes)
indicates that associated with each development effect event or collection of events
at four critical junctures in the history of the secta addition each juncture is
associated with internal and / or external eventswieat critical in initiating the changes
that followed. Figure 6.2 below shows the key developmedtjires and the events that
are associated with and can be mapped against the devetagdffaets in the sector. The
mapping shows that:
a) the critical development junctures took place in 1900-1910; 1920 — 19@85:
1975 and 1990 — 1995. The first juncture took place at the inceytibe
Uganda protectorate as the colonial administration arut@ssd economic
interests became formally established. The secondurenttiok place after the
First World War. The third took place immediately afteages in the post
independence administration and the fourth after the Ugawdiavar in 1987.
All the junctures are therefore associated with msgmial upheavals that
involved the country and the sector but essentially etimgntom outside the
sector and in some cases outside the country; therefore
b) each juncture was associated with internal sectorfgpdemvelopments or

external events or both. The 1900 juncture was associatiethe imposition of
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external authority, and demands of external actorsrsgésicreate new producer
roles for commercial advantage. As the sector didtself exist in any
substantive measure the critical event marking its inmeptas external and
came in the form of overt political pressure on thiewial government to alienate
land and offer Europeans property title that would enalaletations (an internal
sector institution) to be created. The 1920 — 25 juncture ssxiated with
another external event — the collapse of world cgffézes, which stimulated and
enabled an internal sector event (the development alftesidings) to take place.
The 1965 - 75 juncture is unique in that the initiating ewet internal to the
country but not the sector and came in the form ofipalipressure for
Africanisation and national control of economic resesr(although influenced by
external event$Y. It was followed by developments internal to the aewathich
were in the form of regulatory developments thatatdtd the changes in roles and

structure of the sector;

Figure 6.2 below maps the critical junctures as well asriternal and external events

onto an overview of the key development effects ovepét®d under study. The

diagram illustrates how events at critical juncturesenaligned and can be qualitatively

associated with key phases in the development okttters The next section uses the

taxonomic classification developed earlier to identiky level and type of significant

institutions involved in the changes at each developmentytendt then goes on to

104 Notably the cold war, moves amongst African countoealign themselves with East and socialism or
West and capitalism. In addition a strong post independaatienalisation” ideology — expressed in part
in the African socialism and indigenisation programniesst African regional politics also had an
influence as Uganda in the mid sixties was tendingi¢gm &iself more with socialist Tanzania and away
from capitalist Kenya.
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explain (drawing on theory and framework introduced egptér 5) why these essential

institutions changed and or developed as they did.
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1900 — 1910 —> 1920 —»1930 —» 1940 —»1950 —*1960 —>1970 —»980 —»1990 —»2000

Growth in Plantations led Smallholders led Governm ed Market led
Output
Land and labour
Resource Land and labour Land and labour Land and labour into smallholdin Land and labour out | . :
! . A gs ) into Smallholdings
Allocation to Plantations out of Plantations of Smallholdings & Plantations
Critical Events / Institutional Junctures
External to
sector Political pressure Price Collapsie Political pressure Donor pressure
Internal Smallholdings Regulation De-regulation
to sector Plantations
Plantation L Lot
Producers e ——
SIEULIETS
Buyers / Private
Processors buyers Primary
Societies
Private
processors
———————‘Secondary S —
Societies
Exporters
Export Private
Merchants Exporters
Industry
Sector CiB Associations
Regulators

Figure 6.2:

Coffee sector - Key development effects: Critical junctres, internal and external events and key developmentfetts
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6.3.1 Essential institutions and explanations of in stitutional change

Each of the development junctures identified above pesta period when development
outcomes (effects) were distinctively different frtme period that immediately preceded
it. In each of the cases, (as shown in chaptersdiodiffive), a number of identifiable
distinctive institutions were involved in the overdibnge process in a variety of ways.
However whilst all played a role in shaping the paréicplath the change process took,
not all of the institutions were evidently criticalenabling the changes to take place in

the first place.

At each juncture it is therefore possible to identify slgnificantinstitutionsthat were
essentiafor the particular phase of development that follovw¥dilst they on their own
did not shape the entire development journey, they necessary and critical in
launching the journey in the particular direction alongadicular path. Using the
taxonomy classification it is evident that essengaaplicit and implicit, institutions
identifiable for each juncture, were of different tgp&he development effects identified

at each juncture were primarily dependent on significestitutions at sector level.

6.3.1.1 Essential sector-level institutions

In 1900 — 1910 the essential sector level institution was théapilan. This was because
this institution was the critical enabling institution thet to the development effects that

followed. That is the growth in output, reallocationr@dources, and creation of
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supplementary roles — were all dependent on the creatiplantations. Simply put,
plantations produced coffee as a tradable output and providedtionale for the

creation of the other roles that together createddti®s

Similarly after 1921 the recovery of the sector andhtbee positive development effects
that eventually followed the collapse of the world gsiand the demise of plantations
(creation of smallholdings, land and labour re-entty coffee production) were
primarily dependent at sector level on the existencecoffae sector market — a legacy
of the earlier boom in plantations and associataetktrhe coffee market provided both
the impetus for the creation of smallholdings, a# asthe trade outlet (and therefore

means of survival) for the new farmers.

As smallholdings became established as the preferred ofigleduction, associated
farmer norms and attitudes developed creating the edsastitutions that were needed
at the next critical juncture (from 1975 onwards), whester output declined and land
and labour exited coffee production. At this juncture, paaadtly smallholding farmers
and their farming norms were essential to these sffemtause they responded to the
increased intervention and income decline in the waydigthat is, their norms and
practices allowed them to absent themselves from praduicir a season or more
without concern for the kind of commercial collapspemenced by plantations. Farmers
were neither completely dependent on coffee for thalihood nor did they have the
commercial option of completely abandoning the farmgte@avas socially part of the

business of living but was not constructed as the eskezason for occupying the land.
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The other essential institution at sector-level initherventionist period was the special
institution of the CMB, which was the expression of gamgent control and intervention
in the market. Unsurprisingly therefore, the essemtsitution in the liberalisation
period at the sector level was the smallholdings adpaitrthis time alongside them the
de-regulated sector market played a critical role. Havipced the interventionist
policies represented by the CMB, the de-regulation andthd®ldings were essential
to the development effects that followed. The incre@sesector output were a direct
result of smallholdings reallocating resources to cgfeeluction. Subsequently the
higher output of tradable commodity created the contior buyers, processors and
exporters to thrive. In addition and in turn, governnaEregulation of the sector
permitted such participation. This further underlined thacatinature of the interaction

between the two essential institutions in the developmithe sector in this period.

6.3.1.2 Significant nation level institutions

However it is important to note that significant ingtibns at the sector-level were always
enabled and even shaped by essential institutions attibe-fevel and implicit

communal institutions at the sector-level. Plantatiaribe early nineteen hundreds
would not have been established without the enabling ihstial effects of the 1900

land legislation and the colonial orders in council. dla@ministrations used pre-

existing unwritten institutionalised authority to providedabfor plantations.
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The sector market created after the collapse of tn@gtions was dependent on the
creation of a colonial administration at the natievel. It also needed the co-opting of
local administrators to enforce the rudimentary framéwand regulations that enabled
new roles to emerge and farming and husbandry practisgsd¢ad. Smallholding was
dependent in its evolution and establishment on the spifaaglicit understanding of

the norms and requirement of agricultural farming.

Sector-level regulation in the interventionist period anbsequent deregulation in the
liberalisation period were both dependent on state-leggilation — in the form of the
coffee act (1962) and the creation of marketing boards gubsty and the coffee statute
(1991) and subsequent amendments that admitted more privitgaaon and opened

the market fully to external competition.

Table 6.2 shows the essential sector-level and nati@hilestitutions that were

associated with each of the critical junctures anchtsvend the development effects that

followed them.
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Table 6.2

Significant institutions at nation and sector-level and associatl critical events and

Critical

juncture

Events

development effects

Significant
institutions: sector -
level

Significant
institutions: nation -
level

Development effect

[}

1900- Colonial Plantation 1900 Lanc Sector creation ¢
1910 sovereignty Legislation (Bugandal output growth
and Political Agreement) Land and labour
pressure Orders in Council resources reallocated
to sector
Sector market
Sector role creation:
e Farmers
e Buyers/
processors
e Merchants
1920- Collapse of Sector marke Local administratio | Sector role creatio
1925 world price of e Smallholdings
coffee e State regulator
Sector output collaps
and subsequent
growth recovery
Land and labour
resources exit and
subsequent re-entry
1965: Nationalist Smallholding: State reguttion: Sector output declit
1975 political Sector farmer norms | Coffee Act 1962 Land and labour
pressure CMB resources exit from
production
1987- External donor | Smallholding: NRM administratiol | Sector output gwth
1995 and political De-regulated sector | State regulation: Sector export
pressure market UCDA Statute 1991 | development

Land and labour

resources reallocated

to sector

Sector market

Sector role entrants:

e Buyers/
processors

e Exporters
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6.4 Change path analysis and implications

Chapter five examined why and how institutional change Ineagxplained. In doing it
was recognised that the significant institutions createzhanging need to be identified;
that timings of key events and periods of change have aclki®wledged; exogenous
and endogenous stimuli for change need to be admitted; aingrdups, interests and
institutionalised roles in change play a key role. Initamdthe influence of past
influences, learning, beliefs and expectations, pre-egisocietal rules at different levels
and institutional inertia — all have to be taken into accolims section draws on earlier
discussion of theory and uses it to establish some lisgreations deriving from the
analysis of the change paths that the coffee secsaiakan. The change analysis
framework discussed is therefore used to offer explamatbthe changes paths taken.
The section ends by considering the implications (camstg and enabling) the

institutional and change history may have on sectorigdutievelopment.

6.4.1 Insights from the analysis

Applying this analytical framework to explain the changethe Uganda sector provides
a revealing integrated perspective of the significant clsatige have shaped the
development of the sector. A number of important imsigan be drawn from this. Table
6.3 below summarises the key points arising from the Lideanstitutional change

analysis framework to explain institutional changehm ¢offee sector. This summary
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allows us to make some overall observations aboutiteges that have shaped the

sector. These are:

a)

b)

critical events external to the sector always tended to presigddicant
developments and changes internal to the se€tmat is external political
pressure preceded plantation creation (1900 — 1910); price eofleppeded the
extensive adoption of small holding as the preferred nbégeoduction (1921
onwards); political pressure preceded interventionist ragnlé1965 onwards);
and external donor political pressure preceded liberalisimgglgdation (1990
onwards). Whilst the sector clearly continued to evalwe change in between
key development junctures, the changes that have maleinglyi shaped the
growth, resource allocation and roles in the seabdigvied punctuating and
significant events that were external to the se¢tence it can be seen that
changes in development effects always followed significant “extermalite
leading to an interaction between external events and internal adaptive
developmentsWhile the impetus for institutional creation or changpears to
be more assuredly attributable to initial stimuli fetked by interaction between
external and internal events, it is clear that extkfactors were particularly
significant in initiating change in the sector. Explaoas of change and
development in the sector need to admit both exogemzlisralogenous
considerations. Particular emphasis has to be givéhettdisruptive” role
external factors played and how they influenced and irtetagith internal
developments to create the circumstances associtethesdevelopment that

then occurred in the sector.
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C)

d)

direct deliberate action by the state is conspicuous by its presémcebserved
that state intervention, rather than being merebaduire of the interventionist
period, was notably a key feature at each critical juecind had a material
influence on the institutional changes that followearadoxically, direct and
indirect state intervention was central and essefatidhe de-regulation that
characterised the liberalisation phase. Significanitin®nal change in the
modern coffee sector in Uganda appears to be assumgtameg dependent on,
state institutional direction.

there is apparent lock-in to small holdings as the means of produStsmhor
interventions and developments apparently have to takehist account this
reality. Sector development appears constrained to psogl@sg paths that
accommodate the largely unchanged productive role oflsmiihgs. Recent
declines in productivity, the shocks and impacts of coffdtedigease, the re-
emergence of external entrepreneurs and large plant&eoiarms, provide new

hints of institutional variation the implications ohigh are yet to unfold.
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Table 6.3

Summary of institutional change analysis of the Uganda coffee $ec

WHAT > WHY > HOW >
Significant Critical Impetus for creations / Pre-eminent Other influencing factors
Institutions Junctures change Groups and
interests involved
Plantation 1900- 1910 anc | External- Directed colonia | Colonial farmer Import of colonial plantation moc
1920 - 1925 Policy Colonial state Experience and lessons of economic collapse
External — non — directed Readjustment of expectations / payoffs from plantation
price collapse agriculture
Changes in colonial rules supporting plantations
Smallholding 1920- 192¢ Internal—- non directec Local farmer Experience and lessons of economic coll
development of indigenous| Colonial state Experience of new opportunity offered by smallholding
coffee growing Local Changes in husbandry habits
Internal — directed colonial | administrators (inc. learning from working on plantations)
policy New production and distribution regulations
Regulatory 1965- 197¢ External- directed Statt Import of state planning polici
organisations and government nationalisation| Bureaucrats in state Experience of colonial state regulation of sector
Regulations policies parastatals Nation level laws regarding state involvement and osmp
Internal — directed state Local farmers Existing lock in to smallholdings as prime production nsan
intervention in distribution / sector
state monopsony Sector development / structure dependent on smallholdings
Deregulatiol 1990- 199t External- directec Statt Import of liberalisation policie

government re construction
policies

External — directed donor
direction and influence /
funding

Internal — directed state

intervention to de-regulate

Local and foreign
entrepreneurs
Local framers

Learning / expectations influenced by experience of state
interventionist policies

Nation level and sector legal changes

Existing lock in to smallholdings as prime production nsan
sector

Sector development / structure dependent on smallholdings
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6.4.2 Change paths and implications

At a critical stage early in its inception the Ugand#e= sector took a path that led away
from large scale plantation agriculture and createdge dispersed commodity sector
built on smallholdings. Subsequent development of th@iskas evolved around this
essential development. Development of the sectobé&as enabled and constrained by
this single essential institution, in that significahtioges in growth, allocation of
resources or development of other sector level rulésvarys of interacting have only
been possible in so far as they have allowed foreenlaccommodated by, the

smallholdings.

As the sector is unprotected and deregulated and its folefhesore open to the
vagaries of world demand, supply and pricing, the experieint® dast 100 years would
suggest that development and change within the sectaromtiinue to offer
smallholdings a preferred and essential role. Howéheerdle is unlikely to remain
unchanged. The theory and the evidence suggest that everstablished and stable
institutions are not impervious to change. Change thouggimam drama, can be seen
as an inevitable outcome of external and unforeseemaitevents. It is the result of the
dynamics of groups, individuals needs and the effedtsn@ed and unintended) and
institutional arrangements that are deliberately design@thdvertently and

unintentionally evolving.
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That being said, the path of change having been established,absence of major
external disruptior(for example plant disease, dramatic climatic impagts causing
collapse in resource allocation or major changeedhriology) it is likely that the
ongoing path of institutional change and associated dewelopeffects may be gradual,
and a product of experimentation, adoption and adaptatibarrthan dramatic
fundamental and rapid change. Experience also suggesth#maes most likely to be
experienced along this gradualist path are ones that affe&iet sector roles and norms
rather than those that represent explicit, offiaiadl written changes in laws, or the
sponsorship and creation of new complex types of ingtiistiffor example new market

forms, new organisations or new modes of production).

The evidence gathered from this study suggests neverthed¢®xternal unforeseen
events can significantly, disrupt gradual change and rendging institutions

ineffectual or inadequate. When this occurs, the roteeétate and the nature of its
involvement in directing aspects of institutional changeehbeen shown to be critical to
the development outcomes. In the past in Uganda, suofaticachange events have been
associated with aftermath of local or global crit¢eshe Uganda coffee sector such
events have occurred thrice over a period of one hundeed giad the first two
occurrences were at the inception of the sector atiawvtiventy years of each other.
Therefore it has to be considered thathm absence of the influence of significant
external eventst appears unlikely that the sector path will change diigally on to a

completely new developmental path in the near future.
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However this contention has to set against the fattthe sector is more open, exposed
and vulnerable to influence, particularly given the reaestitutional, role and
participative changes. Indeed given continuing globalisaticcommodity markets and
players, it would appear inconceivable that externabfaand considerations would not
impinge on the nature of the institutions. Calamitouss’aaf god as well as deliberate
acts of external economic actors — cannot be ruledmdeed it may be argued that the
history of the sector suggests that they have to be viawékely to be the influences

most capable of inducing rapid and significant change isehbtor.

However external events when and if they occur wilhbeng on a coffee sector that is
quite different from the one that existed even aniteption. Whether external events are
likely to have similarly dramatic effects on the seaevelopment and the institutions
that result as they did in the past is a debatable pashunsettled matter. The sector is
today more formed, larger, more established and interestss and practices more
deeply embedded than it was in the early twentieth cennsttutional adaptation,
institutional friction and so-called “returns to institurtal efficiency” may in the absence
of far reaching changes in environment, tend to favour siabititl gradual change of the
existing institutions, rather than dramatic discontinuautch to a different change path
configured around fundamentally different institutions. Exdéevents today may
therefore need to be even more disruptive and signiftoanttiate fundamental

institutional change in the sector.
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Taking the experience of the most recent fundamehtaliges (the deregulation of the
sector following the civil war and collapse of the ecoyprt is notable that the
ubiquitous and resilient smallholding (the essential gergisnstitution) remained. It was
however forced to adapt its role. In addition thereenather direct effects on the
structure and roles of the market which in turn forcechgba on the activities of
smallholders. With that experience in mind it has taubiggd that the continuing
changes in the role of the smallholder — even witiinoadly recognisable and slowly

evolving institutional context — have to be admitted blsedy outcome.

6.5 In conclusion

Regardless of the source of change or the subsequegegbatihs taken however, a key
insight that can be drawn from this study is that nog dol external events matter but
also that higher-level rules play a key role in shgector-level changes during periods

of change and particularly in relation to periods of ditaaapid change.

The Uganda coffee sector experience suggests that, ingredes for making rules,
nation-level rules have a key role in shaping sectatlimstitutional paths and
development outcomes. Specifically higher-level rulasten because they prescribe
what is allowed and what is preferred. Sector-level riggplicit and implicit) then adapt
accordingly. In event of dramatic and rapid change, pdatily following an external
disruptive event, it appears that higher-level rulegartcularly necessary and effective.
The uncertainty associated with major disruption apgearseate the conditions and the

demand for higher-level rules to enable and shape sevtrdevelopments. Therefore
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an important and significant observation to be madieaisat times of major, dramatic
and externally initiated change, even greater atteihisto be directed at understanding
pre-existing essential institutions. In particular ihéxessary to understand and how pre-
existing institutions actually structure and enable soceti@lities and are therefore

likely to be involved and affected by the external evantsemerging changes in higher

level rules.
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CHAPTER SEVEN

INSTITUTIONS AND DEVELOPMENT: CONCLUSIONS AND
IMPLICATIONS
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7 Institutions and development: Conclusions and
implications

This final chapter summarises the issues raised, prasentsain insights of the study
and points to the key conclusions that may be drawn ito In particular it highlights

the implications the study might have for developmembdity, particularly in relation to
institutional design and development considerations.chiapter also points to questions

raised by the study that remain to be addressed and anatnivfurther attention.

7.1 Overview of issues addressed

This study has been concerned with understanding bettprahkem of development and
the role institutions play in it. It recognises thaeammany years of scholarly attention,
policy prescription and empirical study, the questiona o encourage and to sustain
the economic development of many poorer countries reraaimsgoing concern. While
acknowledging the ongoing debates about this question, tllig &tkes as its starting
point the growing awareness of institutions and institaliohinking that is being more
widely accepted as offering insights into, and explanatfor, differences in countries
developmental experiences (Chapter 1). This starting poavides the backdrop for the
focus of the study, which has been to a) address key tlvabissues relating to
institutions; and then b) examine a real country devedoprexperience, to draw from it

insights into the role and influence of institutions. Oll¢he study’s aim has been to use
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the case study’s experience to shed light on, and gaghirfer, the ongoing

development challenges facing many poorer developing cositbiday.

The study raises theoretical issues and correspondingcptamplications. The study
asserts that it is not useful to move directly taraiing the role of institutions without
first dealing with some definitional issues. Institutioggen while being more widely
acknowledged have not, to date, been clearly or unanimoushedand categorised. In
reviewing the scholarship in this area, the study discubsgzroblems of definition and
categorisation; examines the nature of the definitiohallenge and addresses the
guestion of overall definition as well as the clossdgociated question of categorisation
(Chapter 2 and Chapter 3). The study raises and addressdmtlenge of definition to
help clear the way to dealing with the detail of classifon. The study consequently
proposes a taxonomy of institutions that suggests howvifispgpesof institutions can be
identified and categorised in a meaningful way. Taken tegetimapters 2 and 3 reaffirm

and take the definitional endeavour a step further thastimgiliterature has done to date.

The study then turns to the other central questions otearch. Using the taxonomy as
a framework for analysis informing the desk and field-ba&sesg work, the research
focuses on understanding how institutions have been iatpticand influential in shaping
the Uganda coffee sector, its economic developmentapatithe resulting development
experiences and outcomes. Specifically in this regaedcdbe work reveals what the
sector experience suggests mattered most in explainingléhand significance of

institutions and the nature and importance of institutichahge in economic
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development. This case work (informed by the taxonomyédraork) and additional
consideration of theories of institutional change, toggphevide the information and
insights that enable us to consider implications appkcadbbther sectors and to other

country experiences (Chapters 4 — 6).

In closing, this chapter brings together the insightsrtiat be drawn. The first part of
the chapter summarises the main conclusions and insigtite study. The second part
of the chapter considers the implications that tlseselusions may have for other
developing sectors and countries, as well as for polalens involved in developmental
interventions that evoke institutional change or instingl design considerations. The
chapter finishes by pointing to questions raised by the stndyemain still to be

addressed and, or further examined.

7.2 Main conclusions and insights of the study

The study's conclusions and insights relate to thresdomoeas: First, there are
conclusions that confirm and clarify our understandinmstitutions and the related
issues that needed to be addressed in order to advancedetstanding of how
institutions influence economic development. Secondlystheéy draws conclusions that
underline, confirm and, or extend our understanding of howtutishs matter in
economic development. Finally, the study draws atiartt specific considerations that

have been influential in the Uganda coffee example, giyiinsights into how
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institutions influence economic development and, in sogjomay lead us to consider

afresh how we view institutions in development.

7.2.1 Conclusions about the definition of instituti ons

The study of institutions draws together a vast bodscbblarship encompassing
different disciplines within the social sciences, aetsrof interests and a large number
of overlapping and associated ideas and themes. ConsegoentBsual observation
institutionalists ideas and their contribution to undeitameconomic behaviour are not
coherently organised or immediately evident. Understgnithe scope of ideas and the
interconnections that make them valuable in a studigiekind require engaging with

the different disciplines and perspectives that haveia ¢tainstitutionalist thinking.

The study has shown that, when carefully navigatedifdhe perspectives of different
disciplines and schools of thought are acknowledgedeitident that progress is being
made. The evidence is that institutions are bettenefitheir role better understood, and
theory and empirical work on which further study can b, lsteadily expanding. As a
result this study has been able to show that while #grerenany institutional forms, it is
possible to differentiate between them. This is impar@cause without sufficient
theoretical differentiation it is difficult to appbur understanding of the scope of

institutional influence to the task of examining real wenigherience.
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Starting by briefly reviewing key limitations faced wheteepting classifications, it has
been possible to focus on dealing with the challengdassification. Chapters 2 and 3,
together, deal with the definition and classificationnstitutions:
a) offering a workable overall definition for what is andawls not an institution;
b) clarifying the category boundaries between different tgbeasstitutions;
c) describing and differentiating different categories sfitntions;
d) dealing with the problem of admitting a wide variety otitasional forms which
cross definitional boundaries;
e) defining terms used to describe institutions; and
f) providing the basic theoretical framework that is devedogred used to inform
and guide the empirical analysis required to carry aut#se work aimed at

understanding institutions in the coffee sector in Uganda.

Most importantly, the study navigates existing considematand definitions of
institutions; and, having done so, takes a further step tlswaoviding a clearer
statement of what does and does not qualify as an institand how the multiplicity of
institutional forms can be usefully categorised. It dbesby first by identifying the
essential qualifying criteria as being the rule like natunasiftutions. It then re-asserts
that institutions can be simply defined as being rule iliknature and as rules or systems
of rules that structure social interactions (Nortf@9 (Hodgson, 2001). Following this
a taxonomy is offered that goes further still: speaify addressing the need for
categories that can be related to real life encounfarstitutions and can therefore be

used in empirical study of institutions.
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This progress in definition and classification based ogview of a large number of rich
sources, not only allows methodical review of existingnitédns, it also challenges
persisting, and now arguably increasingly ill-informed preeptions that limit the
relevance of institutions because of poor definitionsBhudy suggests that it is now
possible to offer a workable taxonomy for the purposengdirical investigation, as well
as to address the issues that have hitherto encudntbereevelopment of a taxonomy of
institutions beyond general definition. It is shown tha possible to settle on a
definition of institutions, and also to go further ané tise clarity achieved to proceed to

dealing with classification and taxonomy.

An important conclusion from this study is possibly therethat sufficient consensus on
what institutions are and are not is now emerging. $tiggested that whilst particular
schools of thought and disciplines may pay greater a&tetd some types of institutions,
the overall broad definition is more or less readgdaettled. This study would suggest
that attention should now focus primarily on the othgyortant intricacies and debates
relating to the nature of the influence of types of tnstins, some of which intricacies
are the subjects of this stulyIn relation to the case work, the value of definitéom

the detailed taxonomy is that together they facilitatelysis of institutional development
and associated issues such as:

a) the institutional presence across categories;

195 | do recognise however that the definitional task aettied also has to be kept alive. One revelation
that this study has had for the author has been howy'eaaiuable scholarly and research insights are
lost, discarded or simply missed by subsequent studies akd.wiocommon lament today appears to be
that economic history and history of economic thowtiould be of greater concern to economists.
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b) the institutional influence at different levels of g@cio-economy; and
c) the multifaceted manifestation of institutions in diffiet spheres.
It is shown in the study, that such analysis enableseh fuller understanding and

assessment of the development experience as a whole.

7.2.2 Conclusions about how institutions matter

This study has also been concerned to examine how fitstgunatter. Accepting the
growing acknowledgement and body of evidence for this (ch@ptéhe focus has then
been on drawing insights that address the key questidmsioénd why institutions
matter in economic development. While empirical ree@ias pointed to the fact that
institutions are implicated, the study has provided qualaupport, informed by

theory, necessary to contribute to this ongoing reseprebtion. The study’s conclusions
serve to test and explain how and why institutions madter,do so by drawing

gualitatively from case experience of a sector’s deraknt.

The conclusions drawn from case work are significkastitutions are shown to be
central to development. The Uganda coffee sector eqperishows how institutions are
intricately involved in processes of development thaelshaped the sector. Indeed the
experience from 1894 to 2004 graphically illustrates that utldvbe nonsensical to even
suggest the possibility of economic growth and economieldpment without admitting
the existence and central role of institutions. Famfa®ing a cultural backdrop to be
acknowledged but avoided in serious economic researshshbiwn that the changes that

created the coffee sector within the nascent Ugandaroety, and all the subsequent
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changes that developed it into a multi-million dollarilagginess sector capable of
underpinning the country’s overall economy, were instihaion essential and
significant aspects. Economic change and developmémbwtiinstitutional involvement

and change is simply a misnomer.

However this broad conclusion needs elaborating by ipgind the specific conclusions
that are evident from the study. Firstly, it is notahigt specific institutions have critical
roles in development. At particular points in the sgstdevelopment, and at particular
important junctures, certain very specific and idéatbie institutions weressentiato
enabling and sustaining the development of the coffee sadtoe direction it took. In
other words institutions matter, but significantly: attigalar critical developmental
junctures specific institutionglay essential and critical roles in influencing develepin
Secondly, these same institutions can play criticielsron subsequent occasions, but the
role they play will be different andpecificto the circumstances at that next juncture.
These two conclusions suggest that in the Uganda caféeergand arguably in other
sectors and other development experiences) awarenassiére the essential
institutions, the notable changes in the institutioniEs,ocas well as the institutions’
effects on economic outcomes are important preregsifr understanding the ongoing
process of economic development as well as the waga@amomic sector behaves at

critical junctures.

The research also clearly re-affirms that the tusbins that matter are not simply the

ones that are explicitly and, or officially codifie writing or some other way. While it
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is shown that explicit official institutions such & tstatutes and the regulatory
organisations were important, it shows that theseiafficstitutions only form part of the
development story. Explicit and implicit institutiongpeear always to mattéogether In
all stages of the sector’s development it is the rhirmglicit and explicit institutions that
are at play in shaping the economic roles and activifiesre is no sense in which it is
possible simply to isolate institutional significancetba basis of how explicit they are.
This is clearly illustrated by the research. The strehgad most significant institution
underpinning the development of the sector throughout thedoerquestion is the
smallholding. Yet despite the smallholding’s resilieace salience it is inconceivable
that it could play the significant productive role it sidhout the associated development
of husbandry norms, local and external the marketseaplicit regulatory mechanisms

governing trading and exporting procedures.

It is also shown that the institutions that matiep{icit and explicit) are prevalent at
different levels and manifest in different social gse Locally the smallholding and the
husbandry and exchange norms matter. These are assovidienarkets and
organisations at district and national levels; enabling gadjon, processing and access
to wider markets. Beyond this intermediary level, othstitutions come into play,
involving the regulatory as well as intermediary orgarosestithat provide access to even
wider markets. Institutional influences are manifest iagte (family) spheres as well as
public (commercial and administrative) spheres. Theémite that institutions have in
any one sphere, or at any one level, is related tordlon@mnced by institutions,

institutional influences and activities and outcomesieplevels. Throughout the period
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studied, institutions at different levels and across diffiespheres interact to influence
the shape and influence of each other. However, notalggracular critical junctures,
someessentialnstitutions are significant in their influence and titkeer institutions are
eventually reconfigured and reorganised in response to #hamdlinfluence of these

important essential institutions.

Understanding the role of institutions in economic dgualent therefore becomes a
twofold task. The first involves paying careful attentiorthe institutional “snapshot”. It
involves understanding institutions prevailing at a partigodant in time and that are
enabling and constraining economic activities and consegueatling to particular
outcomes at that particular point in time. The sedondlves detailed study of the
institutional and societal antecedents, interactionattbmes over time. It requires
being acutely aware of the inherent stability (and inkt@bof any current institutional
environment and in so doing examining and understandinduibéy, intensity and
sagacity of the inevitably ongoing process of institutiamnge. In short, in order to
understand and explain a particular institutional seimtyits effects on economic
outcomes it is necessary to carry out institutionalysis that admits insights from
currentinstitutionally informed economic analysas well asfrominstitutionally aware

economic history.

This study has shown that addressing this twofold tadkeitganda case example

showed that in arriving at the latest incarnation efglctor, the institutional change path

taken and the institutional change processes involved nedthegreat deal. The path
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determined what sector incarnations (and therefore gramdtdevelopmental
possibilities) were practicable. The change processe$/gw influenced the mutational
ways and means that were viable. The role and esseatiak of particular institutions
in the development of the sector therefore takes shiaghés best understood with
reference to the established change paths and thengxisstitutional dynamics. The
combinations of the two determine institutions’ stabilitggility or change, and

ultimately play a critical role in determining develogmial outcomes.

This study also emphasises however, that there isnse $& which change paths create
pre-determined outcomes. In each phase of developmeniredin the case example, it
was evident that institutional change paths were theesslubject to initiating and
influencing factors. The evidence from this study i¢ significant influential factors

flow from unexpected events. Influencing factors may e @ff or ongoing, and may be
exogenous or endogenous. In addition it is evident frosrstudy that influences that
are brought to bear may be a result of deliberate odaliverate actions. These
influences may initially affect a particular levelotever, eventually, they have
spreading effects across different institutional leaeld different spheres of influence. In
addition they inevitably lead to other deliberate or norbdedite changes in economic

activities.

In addition to providing evidence and explanations thaiffian these insights and help

shed light on how and why institutions matter in econaieielopment, this study has

also pointed to some additional insights that have b&&iential in the Uganda coffee
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sector development that may lead us to consider afoesé perspectives on how we

view the role of institutions in development.

7.2.3 Conclusions suggesting additional insights

The state has been recognised as having an importantiniestcontroversial role, in
economic development. This study suggests that at dartintical junctures and
periods of change, the state plays a key role in infingritie nature of the institutional
development that effects and is essential for econdevelopment. The evidence from
this study suggests that in relation to the developnmfemparticular sector, such as the
Uganda coffee sector, there are specific times whaating or sustaining economic
development, demands the rapid creation of new ec@n@aitionships and roles that
that engage in and sustain productive economic activitisssuggested that at these
critical junctures, the state as an institution plysarticularly important role in enabling
or constraining roles and relationships in ways thatgigaificantly influence the
immediate outcome (i.e. the immediate pattern a¥ities and their results) as well as

materially influence (reinforce or undermine) the subsegcteemnge path.

In the Uganda coffee example, sector development wessljpe because of the rapid
development in the early years of more complex afidrdintiated economic roles and
activities. While some initial productive and processingtributive roles emerged
spontaneously, it is clear that their further estabiisht (growth in numbers and
clarification of role boundaries) depended on the dweatdirect involvement of state

apparatus which was directed specifically at the activiafehe sector. The evidence here
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suggests that a sector in its early stages of develo@mppatrs to be more open
(vulnerable) to enabling or constraining the institutionalngfes. It is these changes in
institutions that in turn initiate and may significardlfect the creation of new economic

roles and the rapidity of economic developnfént

Given this vital role, the question that is raised latien to state intervention is not
whether the state should intervene but rather whdrhaw best to intervene. The case
example suggests that this is the pertinent question fordasons. Firstly there is an
inevitable threshold of intervention that the state otianoid. In the Uganda coffee
sector it is evident throughout the period under study gikan the state’s interest in
raising income and overseeing the participation in certd@s within the sector, a certain
level of intervention (licensing, taxation regime at@s inevitable. Having assumed that
kind of minimal responsibility, the subsequent quessaherefore what institutional
mechanisms should the state choose to apply to enfeatessponsibility. In Uganda at
each critical juncture the state choice was not drat should intervene. By virtue of

the existing minimal responsibility it was already Iroated.

Secondly the evidence from this study suggests that amyastiabf institutional design
leads to unexpected responses and outcomes which #néhstathas to respond to. State
intervention is not a one off, once and for all measThe state cannot ignore the

immediate consequences of the institutional changesiates. Follow-on action is

1% This study would also support the acknowledging that thegihg role of institutions may be critical to
shaping the prospects of a sector at other later stdidfes sector’s development.
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needed, and that action often takes the form of sugpitary institutional change.
Consequently the questions facing state policy makers telate

a) how at a specific juncture to express the responsiliditynstitutional change;

b) whether that responsibility should be extended anal ith svhich direction; and

c) how to deal with further institutional change requiratse
In the Uganda coffee sector during the “commodificatibase” the state introduced the
CIB as a regulator and then introduced additional reguafmmcommaodities. In the
“post independence — interventionist phase”; the stateedbdstroduce the CMB and
associated regulatory mechanisms; and in the “libermirsphase” the state introduced
the UCDA and associated (less restrictive) regulaaotgngements. The distinguishing
feature between phases was not whether there wasrgetention. It was the type and
direction of state intervention that distinguishedpghases. The evidence here would
therefore calls for a reassessment of the genettadissumption that state intervention is:
a) a choice; and b) one that developing countries mtised growth and development
should eschew. A more sophisticated approach to stateant®n is therefore

suggested.

Another important additional insight is that new develept outcomes are associated
with changes in institutions which in essence epitontisages in attitudes and
preferences expressed. It is suggested that these instifutltanges are the practical
means by which changes in attitudes and preferences aresegie relationships and
interactions within a socio-economy. This insightigggicant because it underlines that

economic development, far from being simply about nafiproduct and productivity, is
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most significantly about groups and societies (and indilsdwahin them) changing
activities, habits, and ways of seeing and relating to ether (and the world around
them). It is perhaps worth noting that there is no sstime here of necessarily
converging preferences across countries into one dmagi®genised commodity culture.
What the evidence here points to is that the developaiensector like the Uganda
coffee sector has, over the last one hundred yeapsyed and resulted in profound
changes in attitudes. More importantly, it is evident thase changes have been by and
large integrated into a way of being and living that is upeochallenge of producing
large quantities of coffee for the world market, whiléhet same time continues to “make

sense” within the local socio-economies and ecologies

As most of the coffee produced in Uganda is for expogtctiiffee sector as it has
developed, has relied heavily on being able effectivelyrextliocal productive and
distributive activities towards the global coffee markelganda has, over the last
hundred years, experienced dramatically how the vagairglebal markets can lead to
local sector slowdowns and even to collapse. This dedi@stion to the insight that the
probability and effects of such collapse may be greatbeifocal sector economic
activities and ways of being that are created locaéypaimarily, or specifically,

designed to serve the global markets.

The evidence from this case study would suggest that ecoagtities working in

service of global markets appear more resilient to #ganes of external changes if they

are integrated into other aspects of local life rathan being solely directed at the
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purposes of external directed global markets. Hencesibdffanda coffee sector,
historically coffee growing has been part of, rathantthe reason for, many small
holders existence. When the local / global marketisaritl times (or government policies
make times hard) small holdings adjust their activifianfully) but are somewhat
cushioned from complete obliteration. However, whatai@s unclear from the study is
the extent to which the smallholding can remain retilgs the global markets change,
external competitors themselves develop and the setiaiggand competing sectors

evolve.

7.3 Development implications raised by the study

Given the points raised above, the development intics from this study relate
primarily to the policy issues and practicalities fgcoountries that may seek to take into

account the role of institutions, when designing policy mataging economies.

A first implication is that there is strong case ffletvisiting and even challenging some
prevailing assumptions about the appropriate role ofttte s development. This study
would support the contention that generalising state iat¢ion as being completely
negative or positive is simplistic and misses the pdintould also suggest that the
simplistic construction of the policy dichotomy facingrdi®ping countries as being
simply about “more” or “less” state intervention,atdearly fails to address the
important issues. This study would support the need focyptdi advocate that only the

state can initiate certain official acts of critieadtitutional design. Far from being an
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argument for “more” or “less” state interventionisitan argument for effective
institutional support for economic development. In addipolicy focus should be on
deciding what kind of state intervention is appropriateylat juncture and for what
purpose and in what way? A supplementary implication bbeathat policy may need to
consider the case for varying the nature of statewaition in relation to the strength of
the sector, its internal institutional strengths andctiteeal events that it is facing.
Arguably external shocks and critical events underlinenéleel for state action to support
or initiate the development of essential institutioesded to overcome the adverse
effects that may have resulted. This clearly raisesmportant question of political will,
state technical competence in intervention and institatidesign. It also emphasises the
need for administrative and political arrangementsdhable the state apparatus to be
well enough connected with the socio-economic realitiesg the people whose work

and livelihood are dependent on specific sectors.

More conscious attention to the role of institutionsuldaalso require more forthright
affirmation and acceptance of the need for mechanisrhsdahangage with and mediate
between interests. Whilst not all institutional chang#eithberate and foreseeable, the
pressure for change from powerful interests oftenRwkcy and economic management
cannot eschew the need to understand the interests alnchtmops involved, and to
consider the losses and gains involved, including the mdlitieconomic implications

and the policy and economic management imperatives.
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A further developmental policy implication relateshtmw countries take on the challenge
of effective institutional design. This study would suggkat a pre-requisite for
deliberate institutional design as part of developmentyak better appreciation of a
country’s economic history and history of economic golitis proposed that
institutional design has to involve broader institutibnalvare analysis that establishes
an understanding of the broader context and legacy, hasvahrrow and specific
institutional analysis, that engages with the currealities, critical events and ongoing
developments. Such analysis needs to be cogniscent nof justrnal endogenous
developments but also the unfolding effects of extenthlences such as new
technologies, market and socio-civil shocks and crigcalenvironmental developments
and changes. While it is not suggested that institutidesign is the panacea, it is
advocated that more attentive design is likely to bet@al — particularly for sectors in
early stages of development and facing specific challemgessentative of a critical

juncture in its ongoing development.

7.4 Outstanding questions and suggestions for further research

As might be expected a study of this kind inevitably rafisgber questions that warrant
further work, research and more dedicated and detailed igaBst. A central question
raised in this vein is how to develop strong and contextaglbyopriate institutions.
While accepting the importance of institutions and recagmige need for more
effective institutions in development, it still remathg case that not all institutions are

official and directly accessible for design. Implicistitutions play a significant role and
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are by definition not available to policy makers to deSigFurther work in relation to
understanding in some detail the role and nature of ilhpigtitutions in a modern
economic sector, and the effects of deliberate ingitatidesign on these institutions and
their economic effects, would be valuable. This is beeanuch of what economic
management has to contend with on an ongoing basis isiéxpected consequences of

deliberate policy actions.

The purpose of further work in this area would probably neée teery clearly aimed at
gaining insights in relation to a specific country and s€gt@nd therefore its cross
country applicability would need assessing. Neverthelessn ghe continuing challenge
of development facing a number of specific countries, &glgesome country specific
insights would be valuable in their own right. Connectethis investigation might be
guestions of political will and organisation, social engaguet processes, government
and technical competence and the role and influence ohekfactors and economic

players.

Another area for further research consideration wouledaenining the effects of
institutional change on poverty and income distributiorthis study it was not possible
to pay specific attention to who lost and gained as dt r&stine development
achievements and setbacks and the associated instituti@mges. In broad terms it has

been possible to infer that changes favoured somesgttgroups to greater or lesser

197 Implicit institutions are defined in chapter 3 as Litten rules that are held commonly within a social
grouping. They are not available to policy makers to ddsegause they are often embedded in social
practice and accessible to, and maintained amongst, menflibe group through social interaction,
different forms of social sanction and socialisation.
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extents. However, we did not analyse the extent totwiie changes affected the
livelihoods and wellbeing of poorer groups within the seatdrnahether the changes
were leading to divergence in incomes as a result. Furgkearch would be valuable to
determine the extent to which specific types of instndl developments or
interventions tend to favour the interests of particgtaups within a sector or value

chain.

Finally in relation to Uganda, further work may usefutigdis on extending this research
within the sector as well as examining other sectotsattgagoing through, or about to go
through, significant change and institutional transfoimmatrirstly it would be useful to
continue to monitor the latest developments in theoselet particular, it may be helpful
to note the unfolding effects of the deregulation takingepkgainst a background of
falling smallholding productivity, the coffee wilt diseamed the involvement of more
foreign players in distributive and even productive ai#isi In addition it would be
valuable to establish the extent to which changes ineittershave antecedents, parallels
or equivalents in other sectors. Can lessons be lramtother sectors? Can this sector

offer direct insights to others?

7.5 Insights for other sectors

The findings from this study suggest that some tentativghtsmay be advanced for
further study in relation to other sectors. The relevamckimportance of these insights

will obviously vary from sector to sector, nevertheleésgppears likely given the critical
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nature of institutions demonstrated here that, at least ®f these insights would be

worthy of further research.

An important cross-sector insight is the need to undedsdad institutional landscape
within a sector. Policy makers and agents are necegsa#fatted by the way pre-existing
institutions are manifest. It is important they underdtaow and why these institutions
developed in the first place, the role they play in tireent context and the issues that

would be raised by their absence, deliberate change acassitf.

A further cross-sector insight is the need for polickens to pay attention to the
resilience of a sector. This has to be addressed in \igve anevitable external shocks
and challenges of being part of a global / commodityketait also has to be addressed
in relation to the evident design and dedication ofsraléhin the sector and the extent to
which they are effective, adaptable, responsive or flexibibe face of external and

internal pressure for change.

In addition to sector resilience, an additional consitien may be the need for national
economic diversity and avoidance of overdependencesomgke export commodity. This
raises policy questions relating to resource allocatisnyell as trade and industrial
policy. In addition it raises questions in relation te tble of the state in guiding and
enabling sector-level and national economic investnteategjies. The evidence from
this study appears to suggest that such questions are too mpoe ignored and / or

left hostage to the good or bad fortunes of unpredictaldgret effects alone.
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Engaging with the insights raised here ultimately dalisnstitutional design and policy
to be taken more seriously by countries. It calls forex@mphisticated engagement in
discussions about the role of the state in sectorypahd sector development. Clearly
further work and more detailed investigation on what coesitnave already done or are
experimenting with in relation to institutional innoatj monitoring and evaluation, is a

research agenda item that this study suggests needsalcehanore seriously.

In doing this kind of more detailed investigation of institns, institutional policy and
the role of institutions, it is also suggested thatifleence of implicit institutions and
cross-sector norms could be more closely examinediditi@n lessons and insights into
state orientation and specific policy choices and traiying influences (if any) could be
more carefully assessed. This kind of work in relatblganda would draw more
attention to overall lessons of value to Uganda’s devedoy policy and economic
management and place the experiences and insights df#rela coffee sector into an

even wider country and developmental perspective.
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APPENDIX 1

UGANDA 1894 — 2005 — A CHRONOLOGY OF EVENTS

Year /
Period
180C

Political / Historical Events

Buganda Kingdom established extending across area of southerdd- from the iver
Nile to the river Kagera

184¢

First Arab Traders reach Buganda from the east — in search of slaves and iv(™

1862

Captain JH Speke resolves European quest for source ai/hlie reaches Jinja in Bust

187¢

Colonel Chaille Long visits Buinda as an envoy of Colonel Gorc- Governor of
Equatorial province under suzerainty of Egypt.

187¢

H.M. Stanley visits court of Mutesa | (18- 1884) the 35th Kabaka of Buganda. |-
followed by Ernest Linant de Bellefonds, a French Calvini€ordon's service. Mutesa
thought that they may be the answer to Muslim threat aooueaged chiefs to accept
Christianity when preached to them. There develops in thakés court two versions of
Christianity in contrast to the “pagans” - Abafaradd@angereza and Abakaafiri

1871

1877 first protestant missionaries arrive at Mutesa's tmit- following Stanley’s appee
in the Daily Telegraph 15/11/1875

187¢

White Fathers arrive from Fran

188¢

Carl Peters (German Easy Africa Company) contractslocal ruler:
Kabaka Mwanga orders killing of Bishop Hannington - First Agagl Bishop of Eastern
Equatorial Africa.

188¢

Mwanga murders Christian read- 32 protestants and 13 Catholics martyred in .
1886 at Namugongo. Circa 200 killed in religious persecutiongataw

1885- 189(

Christians and Muslims rebel against Mwanga and liest&rince Kiwewa. Kiwewa als
turns against Christianity and Islam and is killechiz/brother Kalema with the support ¢
Muslims. Kalema adopts Islam — and is circumcised amded Nuha but is overthrown
within a year and Christians reinstall Mwanga

189C

Lugard signs treaty with Mwanga and Chiefs and Bugandeoisght under administratic
of IBEA Company.

Religious wars follow in which the Protestant factiongegsge as victors

Berlin Conference is held and identifies Uganda astsBicolonial sphere of influence

189/

Uganda annexed as a protectc

190(C

Signing of the Buganda agreement. Buganda a province pfthectorate of Ugan:
Kabaka recognised as the native ruler and surrenders igdirynpower to the British
Land agreement leads to half of the Buganda lands bé&trgputed amongst 1000 noble
(chiefs) - under private ownership (Square mile plots “Miaitwls”). Remainder of land
left to the British Crown

Kingdom of Buganda recognized as a separate entity - withwih parliament - Lukiiko -
set apart from rest of Uganda. Certain parts of Bubymded to Buganda - as a reward
for subjugating Bunyoro. Buganda enjoys a privileged posititinimthe protectorate
Introduction of tenant farm rents — Busulu and encourageofienarketed products
(Nujjo)

U7

1921

Uganda Legislative Council creat— No African Representatives until 1¢

192¢

Use of Baganda administrators to extend colonial ccin other parts of Ugan

Land Act - Rents fixed and cultivated crop owners noborehle from land

198 See Senteza-Kajubi (1987) Wiebe, P.D.; Dodge, C.P. Be@aisis. Development Issues in Uganda;
Makerere Institute of Social Research: Kampala, 1987
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Year / Events
Period
194~ 3 African Representatives to Legislative Council. Géfiecnembership increased to ens
that no possibility of a “fundamental change” to the attsin
1945 / 4! Influenced by the “BATAKA” public Strikes and violent demons$iwas in Buganda aime
at Asian business men & enterprises and at chiefs
Recognition of cooperatives and manufacturing by Africans
Lukiiko becomes mainly elected and representative withgoagehtary functions
1947 - Worthington Plan — encourages development of Uganda — éiodextiles and Foo
Increasing economic activity — Indians playing a key role ingasing and distribution.
1952 Increasingocus on local industry and manufacturing develop
195¢ Sir Andrew Cohen ushers in a new — preparation for self government acceler
195¢ Better employment conditions for African Civil Sen
195¢ Internal Selt- Government is introduc:
195¢ Low interest loans for African middle peasantry lletai and buyer coo
1961- 1965 | First Five Year Plai
Capital influx leads to less dependence on British government.
Indians local capital increasingly important (NB: Madimand Mheta Groups interests in
Brewing, textiles, sugar etc)
Growth of Trade Unionism FUTU (Federation of Uganda Tradesng) formed
Growth 1962 — 1966 4.5%
196¢4 Uganda Army establish
1966- 1970 | Government control over unions. Uganda Trades Uniongress forced to Form tt
Second Five| Uganda labour Congress — Government has veto over union appointments
Year Plan Growth 1966 — 1970 4%
Growth in Civil Service and Parastatals. Civil setgaappointed on basis of political actiof
and patronage as well as qualifications
1867 Increasing government intervention in produce marketing and gwioce
National Trading Board set up — responsible for export cegfet Asian wholesalers respo
by hoarding.
1962 October M Independenc
Buganda a Kingdom under Kabaka within Uganda a centraliagsllgtder a prime ministe
3 parties: Catholic DP; Protestants outside Uganda — UB®&4
DP defeated in elections to parliament (32 UPC 24 DP 21 KY)
KY / UPC Government coalition
Prime Minister Obote and President Sir Edward Mutedac-tabaka of Buganda
196¢ Return of lost counties of Buyaga and Bugangazi toyBtr
UPC got 2/3 majority and coalition obsolete
Buganda / Uganda Constitutional crisis over taxation
of emergency
196¢ End of Buganda’s special federal status. Semi fetonstitution and declaration
presidential state republic
1967 New Centralised Constitutic— Obote Preside
196¢ Attempt to Ban all Political Parti

Government “Move to the Left” and “Common Man’s Charter” @ssnation attempt on
President Obote Aim is to reduce social inequality, watk a mixed economy and
suppression of lucrative private earnings

All Crown Land vested in the State

Capital flight out of the country




Year / Events
Period

196¢ Produce Marketing Boar- set up Central Marketinof foodstuffs— entire wholesal:
under state control

196¢ Obote Government introduction of Socialist Poli— “Move to the Left” and “Commol
Man’s Charter”
Creation of Land Commission
Balance of payments crisis — falling exports

197( 85 Private entprises nationalise

1971 Decline in tax revenu
Growth of military budget — Increase in military to 22,000y Army — military taking
20% of national budget

1972- 73

197( Industrial action / strikes banr

1971 Military Coup - topples Obot+ Idi Amin in power. Recognised by Internatiol
community

1972- 73 Idi Amin starts to lose international supp- increasing repression and dictators|
Expulsion of British Asians on Aug 9th giving them only 3 MoNiditice — expulsion of
Asians affecting 5655 businesses and real estate. Lootirgtradies follow.
Confiscation of Metha and Madhvani Group Assets
73% fall in industrial production and 48% fall in trade
Military encroachment on private property
Growth of “MAGENDO ECONOMY and MAFUTA MINGI” — Thefand Corruption
Nationalisation of British enterprises
Low producer prices and collapse of export crops. Farbeggs to switch to subsistence
farming
Militarisation of society — set up of SRB, PSU an MPereasingly military becoming a
mercenary force

197¢ Land Reform Decre. All land under state authori— impossible to register priva
property right
Buganda peasants lose protection gained in 1928
Military district administrators acquiring land
Continuing decline in public safety and economic security
Supply shortages
Insufficient salaries
Continuing capital flight
Growth 1973 — 1975 2%

197¢ Uganda Army invasion of Tanzar- Kagera Regior
Tanzania support of exiles — Moshi Conference leading tapset UNLF

197¢ Tanzanian Army invasn of Ugande- backing Uganda National Liberation Fr¢

April 11™ — 1di Amin defeatetf® — Prof Yusuf Lule President — dismissed in June —
Successor — Godfrey Binaisa

109 ynder di Amin large numbers of Ugandans were murdered — Estimates vary — Two reputable sources Minority Rights
Group Report - US Committee of Refugees 1985 and Amnesty International 1985 estimated between 100,000 to 500,000
loosing their lives. [Weibe and Dodge 1987].




Year / Events
Period

198(

National organisation of Trades Unions created (}+ 84)
Black economy 50% GDP and 2/3 of monetary economy

1981

IMF stabilisation programm

State price controls abolished

Higher producer prices

Limitation of public debt

More efficient tax system

90% devaluation of Ug. Shilling

Loans to rehabilitate transport system, import spares for agriculture and industry

198(

May — Binaisa dismisse- replaced Paulo Muwan¢- election Decembe

Head of State declared above the Law. Chief Justice Wardistzissed by Muwanga an
replaced by Justice Masika — Detentions without trialsatnagcourt rulings

Elections - Obote back to power after brief interim governméusuf Lule, Godfrey
Binaisa and UNLA backed military commission

Elections widely disputed - repressive military activitgading to disorder

200,000 killed in Luwero Triangle between 1983 and 1985. In 1984 @ld&placed
within the country

Elections Contested by DP, CP, UPC, UPM. 1967 constitugvalidated. UPC wins 72
seats DP 51 UPM 1

Opposition disputes results and forms resistance (UNRK, URRM)

o

1981

e Obote UPC Government Policy:

Depreciation

Dismantling price controls

Rationalise input procurement system
Create producer price incentives
Introduce budgetary controls

Encourage foreign and private investment
0 Introduce progressive interest rates

OCO0O0OO0OO0O0

1982- 198¢

Growing internal Conflict and civil war. Country dividedtiwsouth & west under NRI
and elsewhere under control of Okello military government

Sector specific priority projects for development

Smuggling reduced. Improved agriculture production. Howeverredtéactors — induce
growth in debt and lead to high inflation

Government policy collapses due to inadequate foreign finamee dependence on
interest rate, Guerrilla warfare and associated experdgradual abandonment of refor
and stabilisation

Growth 1981 — 1985 5 %

m

198¢

UNLF Coup- July- Basilio Okello in power. Replaced by Tito Okello heading 1

military commission. UFM and DP Join government — NRMstssiCivil war
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Year / Events
Period

198¢

NRM Government instald — with 10 point programme but no immediate consenst
economic policy — Economy stagnant.

198¢

NRM victory — Yoweri Museveni installed as Presid

10 Point Programme encompassing:

Democracy

Guarantee of Security

Consolidation of National Unity elimination of sectariamis
Defense & consolidation of national independence

Construction of self sustaining economy

Restoration and improvement of Social services in war e/ageas
Elimination of corruption and abuse of power

Redress of errors that have resulted in Unequal regemosiomic
development

Cooperation with other African countries in the defesfSeuman and
democratic rights

OO0 O0OO0OO0O0O0O0

(@)

1987

NRM government initial reluctance to accept IMF conditionseriually agree
Conditions include:

e Trade liberalisation — no price controls or import iestms / forex
restrictions

Anti inflation policy — deficit control — no subsidies

Anti inflationary wage policy — no controls

Open foreign investment

Control specific areas of public spending — e.g. defence
Fixed exchange rate

Economic Reform Programme ERP — launched May 1987

Economic Reform Programme ERP — launched May 1987 — IMF Supj@hted
(Structural Adjustment Facility)
IDA economic Recovery Credit - SDR $50.9m 1987 and AfricanifaSDR $18.8m

199(

Econonic Reform Programme extend- ESAF- Supported by IMF and ID;
Additional IMF support SDR $98.1

Further far reaching programme of reform:

Devaluation, Forex liberalisation, export & import lisgrg abolished, Price controls
abolished, return of Asian properties, Privatisation, Alool of export & distribution
monopolies, Civil Service Overhaul, Tax System & AdministratRestructuring,
Reduction of size of Army and rehabilitation of soci@®amic infrastructure

199:

Traditional ruler Kings of Bunyoro, Toro, Ankole, Busoga and Buganda rest+~ but
with no official government role or prescribed political powe
Draft Constitution proposed — and debated by 284 member censtissembly

199¢

New constitutior— Political parties legalised but baid from organised political activit:
Constitution based on English Common Law and Customary Law

199¢

NRM Umbrella elections. First popular elections since - NRM Government an
movement endorsed

1997

Ugandan troops supporting Congolese rebels tose Mobut
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Year / Events
Period

199¢

Uganda intervenes to support President Kabila in the C- threatened to be depo:

2001

Presidential Elections June 26 2(- Museveni returned with 69.3% of vc— Next
Opponent — Kizza Byesigye 27.8% - Next elections 2006

Unicameral National Assembly — 303 members — 214 directtyesldoy popular vote — 8
nominated — Women, Military, Youth and Labour) January

East African Community with Tanzania and Kenya reviveddida

Conflict with Rwanda

Ongoing conflict in Northern Uganda — Sudan and against LRA

Agreement with Sudan signed to curb support for LRA

i

200z

Intensification of Uganda military operations in Northé&fganda in response to LRA ra
on villages. Mass evacuation of villagers to protectedsare
Peace deal with UNRF signed in December

200¢

March- Government recommendation to lift 17 year ban on political @enttyity —
subject to referendum

May — Uganda pulls out last troops from DR Congo — tens of #maolssof refugees seek
asylum in Uganda

August — Idi Amin dies in Saudi Arabia

International Criminal Court issues international amwesrant for Kony — leader of the
LRA

200¢

Presidential limits to third term lifted by parliametgaring the way for Museveni to sta
for a third term

International Court in Hague rules Uganda should compeBgat€ongo for
appropriating wealth from the country

200¢

President Museveni elected as president for third tertine first mult-party elections hel
in the country for over 25 years — taking 59% of vote comptar&esigye’s 37%
LRA and government sign truce to end conflict in Northegahéia

2007

Ugandan troops deployed as part of African Union peacakgepission in Somal

200¢

Talks with LRA lead to peace agreement being signed ir
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APPENDIX 2

FIELDWORK TIMETABLE
Research Step Work done Implications
Iteration 1: Initial literature review and | Leading to:
Preparation definitional work initial field work design

(April 2003 — May 2005)

Initial theoretical framework

Iteration 2:
Initial Field Work and
Further Framework

Development

(June 2005 — March 2006

Interviews correspondence
and set up

Field work involving one to
one interviews

Interpretive work

)

Leading to:

further development of
theoretical framework
decision to carry out secor
field work trip

design of field work

Iteration 3:
Secondary Field Work

(March - April 2006)

Focus groups corresponden
and set up

Field work focus groups
Field work corroborative
interviews and
correspondence Interpretive

work

CLeading to:

further work theory and
implications of institutional
dynamics

interpretive work

Iteration 4:
Thesis Development
Work

(May — December 2006)

Preparation and initial
drafting of thesis

Review and testing of insight
and issues raised and

conclusions being drawn

Leading to:
thesis drafting and

«finalisation

Xiv
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APPENDIX 3

INTERVIEWEES AND FOCUS GROUP PARTICIPANTS

2005 - Initial interviewees

Professor DJ
Bakibinga

Vice Chancellor Makerere

University

Legal System,
Capabilities Building

Professor John
Ddumba-Ssentamu

Makerere University Economic
Policy Research Unit

Economics, Micro
financing, Institutional

Development

Mr Michael Opagi

Uganda Investment Authority

Investment — Private

Sector

Mr Robert Waggwa

Nsibirwa

Producers and Processors
Representative - Eastern African
Fine Coffees Association

Farming, Processing,

Trading

Mr Boniface Ngarachy

Chief Financial Officer - Uganda

Corporate Investment,

Telecom Management and Skill
Building
Mr George Nyeko Bank of Uganda Economy

Mr David Kabiswa

Senior Manager - NGO

Non — Governmental,
Health, Capability
Building

Dr Kato Ssebuale

Owner Medical Services Clinic

Health, Local

Entrepreneurship

Honourable Mrs Sarat

Kiyingi Kyama

nMP — Rakai District

Local interests, Women,
Agriculture, Poverty and
Development
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APPENDIX 3 (CONTINUED)

INTERVIEWEES AND FOCUS GROUP PARTICIPANTS

2005 - Initial interviewees

Honourable Mr Martin
Wandera

MP — Workers Representative

Local Interests, Poverty,
Leadership, Legislation,
Decentralisation

Mr Samson Oboro an
Mr JP Erongot

1 Business Partners (The latter
former MD Uganda Commercial
Bank)

Private Sector,
Investment, Banking,

Credit and Saving

Mr Bukenya Seguya

Teacher and Lecturer

Skills Development,
Public Sector and

Management Education
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APPENDIX 3 (CONTINUED)

INTERVIEWEES AND FOCUS GROUP PARTICIPANTS

2006 - Focus group participants

Name Title Role Organisation
Ishak Kasule- Managing Farmer Kampala Domestic Store Ltd
Lukenge Director Exporter
President of the Roaster &
Uganda Coffee Processor —
Federation Star Café
Frederick Manager / Manager Aclaim Africa Limited
Kawuma CEO Farmer /
Roaster
Robert Waggwa | Executive Trade Eastern African Fine Coffees
Nsibirwa Director Association Association
www.worldswildestcoffee.con
www.eafc,org
Jack Bigirwa Chairman Farmer National Union of Coffee
Agribusiness and Farm
Enterprises
Joseph Nkandu | Executive Policy and National Union of Coffee
Director Regulation Agribusiness and Farm
Enterprises
Ezra F Principle Policy and Uganda Coffee Development
Munyambonera | Research Regulation Authority
Officer www.ugandacoffee.org
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APPENDIX 3 (CONTINUED)

INTERVIEWEES

2006 - Focus group participants

Name Title Role Organisation
Julius Madira Principal Policy and Uganda Coffee Developmen
Monitoring and| Regulation Authority
Evaluation www.ugandacoffee.org
Officer
| David Manager Policy and Uganda Coffee Developmen
Kiwanuka Quality and Regulation Authority
Information www.ugandacoffee.org
James Kizito Principal Policy and Uganda Coffee Developmen
Mayanja Market Analyst| Regulation Authority
www.ugandacoffee.org
Paul Mugambwa | Chairman Farmer Uganda Coffee Developmen
Sempa UCDA Board | Policy and Authority
Chairman Regulation www.ugandacoffee.org
Managing Exporter
Director Brazilian Consulate
Victoria Plot 6 3¢ Street Industrial
Coffees (U) Area
Ltd P.O. Box 2569 Kampala
Honorary Uganda

Consul of the
Federative
Republic of
Brazil in

Uganda
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APPENDIX 4

INTERVIEW SCHEDULES

Initial Fieldwork - Interview framework

1. Interview set up steps:

a)
b)
C)
d)

Present credentials / introduce self and express thankgérview.
Confirm purpose and how information is to be used.
Get permission to use recording
Introduce and start interview: “I am studying the histwiriyganda's economic
development. Uganda has experienced rapid economic girovdbent years - |
would like you to tell me about how you have seen and equsxd the impact of
this growth and change:

e in the economy and development of the country

e in the economy and development of the sector in whachwork or are

primarily economically active

e in your day to day activities as a citizen and membéne@tommunity”

XiX



2. Interview structure and key question areas:

A. Country development outcomes

1. What particular economic and development benefits has thmountry enjoyed?
2. What particular economic and development shortcomings ha&é country had to
face?
Discussion Prompts - Growth:

e income / poverty,

e investment / lack of investment

e savings / lack of savings,

e expenditure / lack of expenditure,

e imports, exports

e Discussion Prompts - Development:

e employment

e life expectancy

e health and welfare

e education

e equity

e access to services

e Civic participation

3. How does this compare with the past?
Discussion Prompts - Historical developments:

Before Independence
In the 60's 70's
80's and 90's
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4. What have you noticed as new, different or changing (and how?)
Discussion Prompts — Evidence and causes of growth and deneiop

e capital available / allocated

o efficient allocation of capital

o efficiency of work

e returns on investment

e costs of doing business

e work force skill and knowledge

e technology

e equity across the country and sectors

e resilience to external shocks

e balance of spending and income

e export and imports

e prices, wages and inflation

e policy responsiveness

5. What factors have led to these changes or differences?
Discussion Prompts — Influencing factors

e government policies

e decisive implementation of policies

e understanding of the issues - better diagnosis

e aid

e inward investment

e laws and regulations

e the constitution

e civilian security

e norms and customs

e firms -(explore)

e Organisations - government and non- government

e markets
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e ideas and ideologies

e cultural beliefs and practices

6. Why has it been possible for these factors to begin lead to new developments
and changes - for example - why have government policies ledadalifference today
when they may not have in the past?
Discussion Prompts — Hypotheses discovery / testing
e less of a drag effect on policy making from previous arasways of
thinking / working
e more effective policy - more effectively enacted
e leadership forced into decisive action
e other policies failed
e consensus and support from public for radical policy
e new organisations laws and regulations supporting and enablinggpo
and new economic activities
e selecting sound policies and sticking to them

e public influence - directly and indirectly

7. What has changed within peoples beliefs, habits, expaitons or practices over

the last few years that may have had an influence on the overalitcomes?
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B. Sector development outcomes

1. What particular economic and development benefits has theector you work in
enjoyed?

2. What particular economic and development shortcomings ha&i¢ sector you
work in had to face?

Discussion Prompts - Growth:

income / poverty,

e investment / lack of investment

e savings / lack of savings,

e expenditure / lack of expenditure,

e imports, exports

Discussion Prompts - Development:
e employment
e life expectancy
e health and welfare
e education
e equity
e access to services

e Civic participation

3. How does this compare with the past?
Discussion Prompts - Historical developments:

Before Independence
In the 60's 70's
80's and 90's
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4. What have you noticed as new, different or changing (and how?)

Discussion Prompts — Evidence and causes of growth and deneziop

capital available / allocated
efficient allocation of capital
efficiency of work

returns on investment

costs of doing business

work force skill and knowledge
technology

equity across the country and sectors
resilience to external shocks
balance of spending and income
export and imports

prices, wages and inflation

policy responsiveness

5. What factors have led to these changes or differences?

Discussion Prompts — Influencing factors

government policies

decisive implementation of policies
understanding of the issues - better diagnosis
aid

inward investment

laws and regulations

the constitution

civilian security

norms and customs

firms -(explore)
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organisations - government and non- government
markets
ideas and ideologies

cultural beliefs and practices

6. Why has it been possible for these factors to begin lead to new developments

and changes - for example - why have government policies ledadalifference today

when they may not have in the past?

Discussion Prompts — Hypotheses discovery / testing

less of a drag effect on policy making from previous areasways of
thinking / working

more effective policy - more effectively enacted

leadership forced into decisive action

other policies failed

consensus and support from public for radical policy

new organisations laws and regulations supporting and enablioc@eo
and new economic activities

selecting sound policies and sticking to them

public influence - directly and indirectly

7. What has changed within peoples beliefs, habits, expatons or practices over

the last few years that may have had an influence on the overalitcomes?
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APPENDIX 4 (CONTINUED)

INTERVIEW SCHEDULES

Secondary Field Work: Focus Group Framework

The Overall Requirement from the Focus Groups

The specific requirement from the proposed focus groupsor@stain a greater
understanding of how the coffee industry has developedigiifewm those who are
involved in it and have links to and relationships witargé number of industry
participants at all levels. In particular | was keennderstand the different perspectives
of how they viewed and experienced the industry now dsawé¢he changes that have
occurred to lead to the current reality. In doing s@$ Wween to hear from people who
had different roles within the industry as well as peayll a historical perspective of
how things have changed.

Focus Groups Specific Objectives

(1) To gain a good understanding of how people in the industryiexge the
coffee industry today

(2) To collect some case examples of incidents and episbae#lustrate
developments and experiences that have been critig#luencing the
path that the industry has developed along

(3) To understand how people in the industry assess the indusistory as a
story (e.g. Do they see it as a success story or doivap?)

(4) To understand what people see as being the challenge /wppoftr the
future and what would help / hinder the industry’s abilityaspond to the
challenges or exploit the opportunities?

(5) To understand the specific influences that have matteostlimshaping
the development of the industry and why (I am particylaterested in
hearing individuals stories and experiences which argrdtive of the

wider trends and circumstances)

XXVi



Work Done
Two focus groups and one validation interview as follows:

e An industry participant group - a 3 - 3.5 hour sessioh wifocus group
composed of up to 5 individuals who are involved in the indudsbn the
perspective of producers, middlemen, processors or exporters.

e An industry policy makers group —a 3 - 3.5 hour sessitna focus
group composed of up to 5 individuals who are involved in tthestry
from the perspective of regulators, cooperative organigade federation
members or policy makers

e An expert validation session — a 2 - 3 hour intervievh\wito people who
know the industry well - to review and comment on sonthef
conclusions and comments that are emerging and to &hd comment

on areas they think are missing or were left out

Secondary Field Work - Focus Group Facilitated Discussion Ages

To gain a good understanding of how people in the industry expgence the coffee
industry today

e Significant facts about the industry

e Size

e Participation

e Trends

e Significance

e Development Role

To understand how people view and feel about the industry
e Views about the industry
e Positive
e Negative

o Different Perspectives
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To understand the history — what has led to the industrydoking like it has today
e Participants
e Structure
e Institutional Framework

e Attitudes and Beliefs

To collect some case examples of incidents and episodes iliastrate developments
and experiences that have been critical in influencing thpath that the industry has
developed along

Examples of critical incidents

To understand how people in the industry assess their ovgxperience and the
industry’s history as a story (e.g. Do they see it as a successry or not and why?)
e Stages of development
e Pre-colonial
e Colonial
e Independence

e Recent

To understand what people see as being the challenge / opjmity for the future
and what would help / hinder the industry’s ability to regpond to the challenges or
exploit the opportunities?

To understand how people behave in the industry

e Behaviour in the industry and what influences it.
To understand how good is the coffee industry as an exampleiostitutional

development and change influencing economic development?

e Assessment of the coffee experience as a develo@mdrgrowth story
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To understand the specific influences that have matterechost in shaping the
development of the industry and why

e Assessment of the institutional and development ehgds
What has been the role and influence of different types afstitutions?

e Implications — Insights re: Uganda’s broader economieldgwment

e Conclusions: Role of institutions in development
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