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1. Introduction

Economists frequently refer to historical instituis in discussions of the
institutional determinants of economic developnant the economic role of social
capital. Particular attention in recent years teenldavished on the Maghribi traders
of the eleventh-century Mediterranean, following tork of Greif (1989, 1993). In
the absence of formal legal contract enforceméetMaghribis are supposed to have
developed an informal contract-enforcement mechabiased on multilateral
relationships within a closely-knit ‘coalition’. T mechanism is held to exemplify
both the feasibility of private alternatives to fhéblic legal system as a basis for
economic transactions and the key role of socigitaband informal institutions in
developing economies. Furthermore, the Maghritessapposed to have held
‘collectivist’ Judaeo-Muslim beliefs and norms wihiled them to develop different
institutions from their ‘individualistic’ Christianounterparts, and this is held to
exemplify the pivotal role of cultural differencigsexplaining institutional and
economic development. Economists thus draw farhiegdessons from Greif’s
portrayal of the Maghribi traders. But is this paytal accurate?

The Maghribis were a distinct group of Jewish tradeom the ‘Muslim West’
— northern Africa west of Egypt, together with MuosiSicily and Spain — who by the
eleventh century were trading throughout the MudHediterranean, from Iberia to
Constantinoplé.A Maghribi trader in one location, say Fustat (Gliro) in Egypt,
could greatly reduce his costs by arranging foragMibi trader in another location,
say Palermo in Sicily, to act as his agent insglhis goods in Palermo. But distance
and delays in communication meant that any agethsbape for opportunistic

behaviour: the Palermo agent, for example, mighthe Fustat principal that his

! Goitein (1967), 43; ‘al-Maghreb’ referred to thduslim West'.



goods had sold at a lower price in Palermo thamg®at actually received, and
pocket the difference. For such business assocgtmbe feasible, distant traders
needed some way of preventing opportunistic behavio
Formal legal contract enforcement among the Maghvilas inadequate for
this purpose, according to Greif. Instead, he ctaitmey developed an informal
enforcement mechanism based on repeated intera@mhmultilateral punishments
imposed by the entire body of Maghribi traders.if3ralls this mechanism a
‘coalition’, which he defines as
... a hon-anonymous organizational framework thnomgich agency relations
are established only among agents and merchartsawsipecific identity
(‘coalition members’). Relations among the coafitrtnembers are governed
by an implicit contract which states that each itioal merchant will employ
only member agents ... Moreover, all coalition rhards agree never to
employ an agent who cheated while operating faraditton member.
Furthermore if an agent who was caught cheatingadg® as a merchant,
coalition agents who cheated in their dealing with will not be considered
by other coalition members to have chedted.
Greif contends that the Maghribi traders satistrezlconditions of a well-defined
group with good information flows that are neceggar such an informal contract-
enforcement mechanism to be effective:
The common religious-ethnic origin of the tradersvided the natural
boundaries for the coalition and served as a sighale information
regarding past conduct could be obtained, whilectmemercial and social ties
within the coalition served as a network for trensmission of information.
Greif develops a theoretical model to explain wihyg in the interest of all
other coalition members not to trade with a memtdes behaves opportunistically. In
this model, merchants hire agents to provide trathted services. Given that hiring

decisions are made in the framework of the coaljtibe uncoordinated actions of the

traders give rise to a situation in which the d@huilm payment required to hire an

2 Greif (1989), 867-8.
3 Greif (1989), 882.



agent who has not behaved opportunistically is taivan that required to hire an
agent who has. Hence all merchants strictly piteféire agents who have not acted
opportunistically, i.e., it is in each trader'sangst to impose the multilateral
punishment required by the coalition mechanis@reif argues that the Maghribi
traders developed a coalition along these lineg;iwdnabled them to enforce
contracts with distant agents, in turn facilitatthg growth of long-distance trade in
the eleventh-century Mediterranean.

Greif’'s portrayal of Maghribi contract enforcemestoutinely cited in the
economics literature as showing that, in circumstarof imperfect monitoring and
limited enforcement, economic transactions areasuestl by long-term personal
relationships within a well-defined grodpt is also frequently used to argue that
complex economic transactions do not necessarpgi® on the existence of a public
legal system: the Maghribi ‘coalition’ is regardasian illustration of a private-order
contract enforcement mechanism that can subsfiiuthe legal systerh.

Greif's view of the Maghribis has also stronglylugnced the literature on the
role of social capital in economic developmenttha absence of formal institutions
that can support market-based exchange, closetyakdi multi-stranded social
networks are regarded as generating a social tapmwarms, information and
sanctions that provide an alternative frameworkiritvhich exchange can develop.
The Maghribi traders’ coalition is viewed as a pFiexample of a social network
generating the social capital needed for exchamgedeveloping economy. Thus, for
instance, the World Bank begins the 2002 World Deyaent Report, entitled

Building Institutions for Marketswith Greif's description of the Maghribi traders’

* Greif (1993), 534-5.

® Costa and Kahn (2007), 1470; Helpman (2004), 1.1Rr8nton and Minehart (2001), 500; La Ferrara
(2003), 1731; MacLeod (2007), 614.

® Clay (1997), 203, 207-08, 214 226; Faille (20@Heif (1989), 866; Greif (2006), 58-90; McMillan
and Woodruff (2000), 2626, 2433-5; O’Driscoll andgkins (2006), 476.



coalition, which is claimed to hold important lessdor modern developing

countries’. In their chapter on social capital for the HandbobEconomic Growth

Durlauf and Fafchamps (2005) refer to the Maghrdsian example of ‘the role of
social networks in circulating information abouéeach of contract, thereby enabling
business groups to penalize and exclude chedtersliscussing the contribution of
social capital to industrialisation, Miguel et @005) mention the Maghribi traders as
an example of how ‘social networks can also pro@deess to distant markets and
permit transactions that are separated in timespade”

The Maghribi traders also provide the central g particular theory of
culture and economic development. Greif hypothesiaat the Maghribis held
collectivist cultural beliefs which led them to ddep contract-enforcement
mechanisms based on collective sanctions, whilengrehants of medieval Italian
cities such as Genoa held individualistic cultipaiefs which led them instead to
develop formal legal mechanisms (Greif 1994). TleaGese use of formal legal
contract enforcement is supposed to have geneiatber institutional innovations
that promoted economic growth, while the Maghrilbediance on trust within their
closed social network stifled the institutional p#dions needed for long-term
development. This hypothesized cultural contrastvéen the Maghribi and the
Genoese traders is now often adduced as evideatcbdlefs and norms are the
linchpin of institutional formation and economicvééopment:’ North (2005), for
instance, endorses the view that cultural beliefsmnine institutions and growth,
echoing Greif on how the Maghribis

developed in-group social communication networksrtforce collective
action, which, while effective in relatively smalbmogeneous ethnic groups,

" World Bank (2002), Overview, 1, 3, 5-6.

8 Durlauf and Fafchamps (2005), 1653.

° Miguel et al. (2005), 757.

9 As argued by Greif (2006), 15-23, 39, 45.



do not lend themselves to the impersonal excharageatises from the
growing size of markets and diverse ethnic tradarsontrast the Genoese
developed bilateral enforcement mechanisms whitiled the creation of
formal legal and political organizations for momit@ and enforcing
agreements — an institutional/organizational pa#t permitted and led to
more complex trade and excharige.
Aoki (2001) buttresses his general theory of inftihs as self-sustaining systems of
‘shared beliefs’ by referring to Greif's accounttaw ‘collectivist’ beliefs caused the
Maghribis to choose institutions which ultimatelscamscribed the capacity of their
economy to develoff
Greif's work on the Maghribis is thus widely citdajt to the best of our
knowledge there has been no critical assessmehe&mpirical basis for his
hypothesis about how they enforced commercial ectdr Assessing the accuracy of
this portrayal is the more important given its cehtole in theories of social capital,

modern development, and institutional change. Pphjger provides such an

assessment.

2. Theoretical and Empirical Background

The problem faced by the Maghribis in conductinggkalistance trade using
business associates is a particular example ofi@rgedifficulty that arises with most
forms of market transaction. Trade requires tranisfg property rights to another
person. This means entering into a contract. Untéss spot trade — i.e. good and
payment are exchanged simultaneously — renegipgsisible. The seller may take the
payment and not give the good, or the buyer tageytiod and not give the payment.

So contracts need to be enforced. If one party doesust the other to fulfil his side

M North (2005), 136.
12 poki (2001), e.g. 10, 73.



of an agreement, then he will refrain from traded axchange which could profit

both parties will not occur. To avoid this outcoroentract enforcement methods are
needed to deter opportunistic behaviour. One methtat the legal system to impose
sufficiently costly sanctions that opportunismeasd attractive than complying with
contracts. But even in economies with highly depetblegal systems, the cost of
litigation and the difficulty of proving informatioin court mean that people use other
contract-enforcement methods, with the legal systeming only as a last resoft.
Long-term relationships arising from repeated @t&ons can enable informal
contract enforcement, with sanctions imposed by#rées themselves rather than
the legal system.

The most straightforward situation in which longrterelationships enable
informal contract enforcement is when repeatedacteons occur between the same
parties. If opportunistic behaviour by one partywdocause his relationship with the
other party to break down, and parties do not distthe future too heavily, then the
long-term cost of opportunism can outweigh its sterm benefit* This informal
enforcement method only requires information alogortunism to be transmitted to
the parties involved. But it depends on the sannggsehaving repeated interactions, a
condition that is often not satisfied.

Even if repeated interactions between the samespate rare, informal
contract enforcement is still possible provided thare are repeated interactions
between different parties all of whom are membéis siable and well-defined
group?® If it is in the interests of all other group memb refrain from trade with a

member who has behaved opportunistically, thenrttuliilateral punishment means

13 Macaulay (1963).

¥ The Folk theorems of the literature on repeatedegaprovide the basis for this conclusion. Osborne
and Rubinstein (1994), Ch. 8, provide an exceligstussion with full references to a large literatu

15 See Kandori (1992) and Ellison (1994).



that opportunism has a long-term cost (the losebtnof future trade with group
members) which can outweigh its short-term bené€fite Maghribi traders’
‘coalition’ hypothesized by Greif is an examplesoth an informal contract
enforcement mechanism.

However, as Dixit (2004) points out, this enforcemmethod requires a
number of conditions to be satisfi€tin particular, information about opportunistic
behaviour must be transmitted quickly and accwdtehlll group members, in order
that multilateral punishment of opportunistic belbay is swift (so opportunism
inflicts costs that are not discounted too mucld) arcurate (So no opportunist goes
unpunished). The informational requirements of thidtilateral enforcement method
are thus much greater than those for bilateralreafoent based on repeated
interactions between the same patrties.

What is known of the Maghribi traders is derivechast exclusively from
documents found in the Cairo GeniZa Geniza is a room in which discarded
writings which may contain the name of God werecd@ed. The Cairo Geniza was
attached to a synagogue in Fustat (Old Cairo)atfogent capital of Islamic Egypt. It
differed from other Genizas in containing a largarmtity of purely secular writings,
such as ‘official, business, learned, and privateespondence, court records,
contracts and other legal documents, accounts, dfillading, prescriptions, etc?.
These letters were typically written in Arabic wgpidebrew characters. Much of the
material that survived was fragmentary, but Goi{é®73) estimated that the Cairo
Geniza contained about 1200 more-or-less completmess letters written by Jewish

long-distance traders in the eleventh, twelfth #rideenth centurie§’ The majority

18 Dixit (2004), 60.

" See Goiten (1967), 1-28, for a full discussiomhef documents of the Cairo Geniza.
18 Goitein (1973), 3.

¥ Goitein (1973), 3-4.



of them originate in the eleventh century: Gil (3parrives at a collection of 818
letters and other documents by selecting almostfdle eleventh-century letters of
Jewish traders in the Cairo Geniza, as well asveetrlier letter$® According to
Goitein, about 90 per cent of the eleventh-cenhwsiness correspondence found in
the Cairo Geniza was written by Maghribi traders.

The extraction of evidence about the economic gearents of the Maghribis
from the Geniza letters requires a great deal etigfised knowledge about these
documents. Fortunately the two major scholars efGhiro Geniza — S. D. Goitein
and Moshe Gil — have both written extensively alibase arrangements and have
published translations of the letters together wilfiorial comments on thefAiThe
discussion in this paper is based on the documestarrces translated and discussed
in the publications of Goitein, Gil, and other Ganscholars, which are the same as

those used by Greif.

3. The Use of the Legal System by the Maghribi &€rad

Contract-enforcement problems exist in all econsraied are particularly
acute in international trade because of the gapate and time between purchase
and payment. So all long-distance traders reqosttutional arrangements for
enforcing contracts. The Maghribi traders were gawolved in long-distance
trade in the eleventh century, raising the questionhat institutions made this

possible.

2 Gil (2003), 274.

2L Goitein (1970).

2 Goitein (1973) is a selection of 80 letters, wiGiié has published his collection of 818 lettersvim
books (Gil 1983b, 1997).



Greif claims that the institution that enabled tioidyappen was a private-order
‘coalition’ spontaneously generated by the merch#mtmselves. He argues that ‘in
the eleventh century the legal system failed twidea framework within which
agency relations could be organiz&Consequently, he claims, the Maghribi traders
did not make much use of it: ‘many, if not mostflué business associations
mentioned in the Geniza were conducted withouimglypon the legal systerft.

This is the reason why the Maghribi traders argpesged to have developed the
‘coalition’ — it was an informal alternative to n@xistent or inadequate legal
mechanisms. Does the evidence support Greif’'s Wevthe legal system was
ineffective and irrelevant to long-distance tragietiie Maghribis?

The Geniza documents show that the Maghribi tradierbave access to a
legal system that was formal and public in the sehat it was not a private-order
institution generated by the Maghribi communityermially, but consisted of legal
mechanisms provided by, and accessible to, pemasgle that community. In the
Muslim Mediterranean during this period, individsialf a given religious group were
subject to the law of that group irrespective @ térritory in which they live@ Thus
the Maghribi traders’ first resort was to the Jéwieggal system — a formal and public
set of mechanisms used by the Jewish communitynd®ge, not just by the
Maghribis. However, as the Geniza documents retiealMaghribi traders also made
considerable use of the Muslim legal framework.riEneJewish courts, the legal
form of partnership that was used as the basisudsmess associations was typically

the Muslim, not the Jewish, oA%Furthermore, although civil cases were largely

3 Greif (1989), 865.

% Greif (1989), 864.

% Goitein (1967), 66-8.
% Goitein (1967), 72.



brought before Jewish courts,

actions or deeds made beforeadiqMuslim judge) are often referred to.

Frequently, and for reasons which still need dlzatfon, the same transaction

was made both before a Muslim and a Jewish coudne part was brought

before a public tribunal and a complementary adtiefore a Jewish couft.
If a Maghribi trader failed to secure adequate llegimedy from the Jewish legal
system, he could then appeal beyond it. Goiteicridzess how if a Jew failed to pay
his debts, Jewish court officials would ‘bring himafore the government’, going so
far as ‘to reserve themselves the right to “extediim to the Muslim authorities®
A debt dispute between Maghribi merchants could bés‘brought before the sultan’,
who evidently also provided formal, public contraoforcement to which Maghribi
traders sometimes voluntarily resort@diccording to Gil, conflicts between
Maghribi merchants also gave rise to situationshich the Muslim authorities sent
soldiers to compel the defaulting debtor to remmment?®

Both in principle and in practice, therefore, thadWribi traders had formal
legal mechanisms at their disposal. These incllegal mechanisms provided by
their own officials and courts within the Jewishroounity, those provided by the
majority Muslim community, and those provided bg ttentral authorities reporting
to the sultan. But perhaps, as Greif claims, theg&l mechanisms were inadequate
for the specific challenges posed by contract eeiment in long-distance trade?

Consider first the extent to which business assiocia between Maghribi
traders had a formal legal basis. At one pointisnsiirvey, Goitein (1967) writes that

informal cooperation between business friends ‘thasmain pattern of international

trade’ and that such trade ‘was largely basedupoh cash benefits or legal

" Goitein (1955), 79.

2 Goitein (1967), 259-60 with note 192.
2 Gil (2003), 299.

%0 Gil (2003), 318.

10



guarantees, but on ... mutual trust and friendsiphis might appear to support
Greif’'s assertion that the Maghribi traders’ bussmassociations typically did not rely
on the legal system. However, Goitein qualifiesdigsm by noting that ‘more often
than not, informal cooperation was accompaniedri®/a more partnerships
concluded between the correspondents, frequenttyauditional partners? Goitein
then describes the nature of business partnerahpsg the Maghribi traders. It
emerges from his exposition that business partiprstere a well-developed legal
institution that set out formally the various adpeaf an economic relationship
between contracting parties, such as their investsnéheir shares in profits and
losses, and the times at which accounts were termered Thus informal
cooperation between business friends did not pdediue use of the legal system to
provide a formal basis for many aspects of thermss relationship between them.
Goitein’s emphasis on the informal aspect of MdgHhyusiness associations seems to

reflect his assessment that the persoslationshipbetween the two parties was

typically long-term while the busineggrtnershipdetween them were short-term:

‘Informal business cooperation could last for atifhe, even for several generations.
Formal partnerships were of short duration in pplecand limited to specific
undertakings ...** In a later assessment, Goitein puts even less a&sigbn informal
cooperation as a method by which the Maghribi tredeganized their long-distance
trading ventures. He continues to recognise tHatnmal cooperation played a role,
but states that ‘the organization of the oversestetwas effected largely through
partnerships® Goitein also describes the dissolution of partnipssas time-

consuming and difficult, which casts doubt on sxaharacterization of such

3 Goitein (1967), 165, 169.

% Goitein (1967), 167.

3 See Goitein (1967) 169-79 for a full discussion.
3 Goitein (1967), 169-70.

% Goitein (1973), 11-12.
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associations as shortlived and limited to spedifidertakings? It appears, at any
rate, that although a long-term relationship betwieesiness friends may typically not
have been based on a legal contract, the indivikratures that formed the
component parts of the long-term relationship digély have a formal legal basis.

The coexistence of such long-term informal busirieeadships with short-
term legal partnerships for particular venturesggests that botthe legal system and
an informal mechanism played some role in Magludritract enforcement. But as
described by Goitein this was an informal mecharbssed on repeated bilateral
interactions between the same patrties, in whichogpprtunism would have resulted
in bilateralpunishment. This is not the same as the ‘coalitisechanism
hypothesized by Greif, based on repeated intera@mong members of a well-
defined but much larger group, in which opportunagainst one member would
result in_multilaterapunishment by the entire group, even members ersopally
associated with the victim.

The importance of the legal system in formally ségjing the basis upon
which commercial ventures were undertaken emerges Gil's analysis of 818
letters in the Cairo Geniza written by eleventhtaenJewish merchants. Gil
concludes that aMaghribi business associations ‘were based ored ttemulated
by the court, in which the parties of the partngrstere specifed, as were the other
conditions’®’ He qualifies this conclusion by noting that somets one trader would
ask another, who was going to be in a place whnerdinst trader wished to sell

goods, to involve himself in the sale, and recae®mmission, despite the absence

% Goitein (1967), 179

37Gil (2003), 274 fn 2. Note that Gil uses the tépartnership’ to refer to all forms of business
association (see his discussion in the main tept 874), perhaps because he doubts that the nmtscha
themselves recognised the distinctions between fegas of enterprise made in modern studies.

12



of a formal deed He also points out that although most businesscitions were
based on an agreed formal division of profits aditay to the initial investment, there
are some cases in which business associationsrestrieted to mutual service
without division of profits*® Thus some Maghribi trade took place without allega
basis, but this was an exception to the generalthat business associations between
Maghribi traders were based on legal contracts.eMence marshalled by both
Goitein and Gil thus shows clearly that formal legachanisms provided an
important basis for long-distance trade betweeniviag, contrary to Greif's claim
that the Maghribi traders made no use of the Iegstem to specify the terms of their
business associations.

The Maghribis’ heavy reliance on formal, legal cant enforcement is
confirmed by their intensive registration of coltsain writing. An important
ingredient in enforcing contracts is the establishtrof what both parties have agreed
to and what they actually deliver. Such informatoam be gathered through personal
observation of each party by the other, observdijoathers who report orally to the
parties, or maintenance of written records. The iMibgtraders regarded it as a
matter of course to keep accounts showing thetsestitransactions undertaken
within their business associations, to requestefsfom those they did business with,
to provide such copies when requested, and totedgh@ir accounts with those of
their business associates elsewhere, and they usadaf the courts to establish the
veracity of this informatiofi® For example, Maghribi traders used the courts to
confirm both the identity and the reliability ofetlpersons drawing up the accounts of

business associatiofisThey also used the courts to certify corresponelenc

% Gil (2003), 274 fn 2, 295.
39 Gil (2003), 274, 277.

0 Gil (2003), 282-6.

“1 Gil (2003), 288-9.
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concerning the accounts. Thus the merchant Josefatbb b. Yahiy from

Qayravén (Tunisia) not only kept letters written by hiscdased partner in Fustat
(Egypt) recording the receipt and sale of merchesdut ‘took the trouble of
certifying all of the letters in court and prepaithree copies of them’ to support his
claim that his partner had owed him money at time tf his deatfi’ The fact that
Maghribi traders incurred the costs of using tlgaleystem for these purposes shows
that they regarded it as a valuable mechanismrifmreing long-distance trading
contracts.

It might be argued that using the public legal systo register deeds is still
consistent with Greif's argument that a privateesrdoalition’ was used to enforce
contracts. But the Geniza evidence shows thak#eping of public legal records was
in fact intimately related to the use of legal mawuksms to enforce contracts. Gil's
conclusion concerning the nature of the mechanissed by the Maghribi traders to
enforce contracts is diametrically opposed to Greiaim that the legal system was
ineffective: ‘It may easily be argued that the nalization of trade relations was
enforced by the Jewish courts ... they were thgientvhich, according to Jewish
religious law, attempted to resolve the confliais @xpose acts of unfairneds’.
Maghribi traders complained in Jewish courts adattser Maghribi traders who had
failed to repay loans, employed Jewish courts fmay guardians or representatives
to collect debts for them from distant busines®eisses, and called in the Jewish
authorities when cheques were not honoured. Bytdls® used the broader legal
system of non-Jewish courts, resolving disputeb Witislim trading partners in front
of Muslim and Jewish judges, making use of Muslouarts to have deeds drawn up

recording debts owed them by other Jewish tra@ic bringing large debt cases

2 Gil (2003), 280.
3 Gil (2003), 314.
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involving both local Maghribi and foreign merchabtfore the sultan himsétt.
Maghribi traders thus had at their disposal a vaiday of formal legal enforcement
mechanisms and did not refrain from using themnewit involved asking the
Muslim authorities to intervene by sending soldterenforce paymerit.

In summary, the Maghribi traders could, and di& fssmal legal mechanisms
to register and enforce the contracts that madg ttistance trade possible. The claim
that the Maghribis had to use informal methodsforee contracts because the legal
system was incapable of doing so is not supporydatidevidence. Of course this
does not mean that there was no role for informethwds. Even in modern
economies with highly developed legal institutioim® costs involved in using the
legal system and the possession by the partietvedof relevant information that
cannot be proved in court mean that businessmeimfgenal methods of contract
enforcement where possible, turning to the legsiiesy only as a last resort. The
Maghribi traders probably also supplemented thallsgstem with informal methods
of contract enforcement. But to what extent did/tle so? And did it take the form

of a ‘coalition’ as hypothesized by Greif? We naddeess these questions.

4. Preconditions for a ‘Coalition’

Greif defines the Maghribi ‘coalition’ as an infoahcontract-enforcement
mechanism based on repeated interactions betweehaeng of the well-defined
group of Maghribi traders. Long-distance tradehisportrayal, was based on

business associations that were formed only betWisaghribis. Any opportunistic

* Goitein (1967), 68-9; Gil (2003), 298-9, 304-5830
4 Gil (2003), 318.
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behaviour by one member of the group of Maghréuérs resulted in multilateral
punishment by all other members, thereby deteopprtunism.

We have seen in the previous section that suchlatatal enforcement
through a ‘coalition’ cannot be portrayed as thly @ontract-enforcement mechanism
used by the Maghribis, since formal legal instans were available and voluntarily
employed by Maghribi merchants. But can a ‘coatitiat least be portrayed as a
significant informal addition to the formal legalssem of which the Maghribi traders
made such concentrated use?

Contract enforcement through an informal ‘coalitias defined by Greif
requires that a number of conditions be satistsdalready discussed in Section 2.
Group membership must be stable, information trasson must be rapid and
accurate, and multilateral punishment must be swiét well targeted. Is there

evidence that the Maghribi traders satisfied thhegeirements?

4.1. Was Group Membership Stable and Well Defined?

For the threat of multilateral punishment to hawpported informal contract-
enforcement, long-distance trade would have to haen based on repeated
interactions among the members of a stable anddeéted group. For this reason,
Greif's description of his hypothesized ‘coalitiantludes the requirement that
Maghribis formed business associations for longadise trade only with other
Maghribis. A closer look at the evidence showsrtyethat this claim is false:

Maghribis formed long-distance trading associatiomside their own group.
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Greif acknowledges that evidence of business associbetween Maghribi
and non-Maghribi traders exists, but claims that iare?*® The basis for this claim
appears to be the fact that only two of the 97daradnentioned in the letters of
Naharay b. Nissim (the most important Maghribi &aith Fustat in the middle of the
eleventh century) were Muslims.

Among Maghribi traders more widely, however, thare many examples of
business associations with non-Maghribis. Accordmn@oitein, on whom Greif
relies heavily for much of the rest of his evidernuartnerships between Jews and
Muslims were nothing exceptiondlTo overcome the problem of travelling on the
Jewish Sabbath, it was standard practice for Maghraders to confide overland
shipments to Muslim ‘business friend&The difficulty of finding travellers prepared
to transport other people’s shipments helps toanpaccording to Goitein, ‘the
frequency of partnerships between Tunisian Jewdvtuslims’* Stillman, to whose
work Greif also refers in other contexts, describhes the merchant Abu ‘1-Faraj
Yiisuf b. ‘Awkal, conducted his flax trade in Egyitthe 1020s and 1030s with ‘a
whole army of Jewish and Muslim agem$So accustomed was he to doing business
with Muslim agents that he employed at least ombaavho could correspond with
them in Arabic script (the Maghribis typically weoto each other in Hebrew script).
The large Maghribi family firm of the Ibn ‘Awkalsas engaged in business dealings
with Christian merchants in Alexandria around 183®et another Maghribi trader,
writing from Mazara in Sicily, refers to the tradiof oil by a partnership of Jews and

Muslims and describes how the writer has ‘no irdlinal share in this oil; all of it is in

“5 Greif (1989), 877, Greif (1993), 536.

" Goitein (1967), 72, 172-3.

“8 Goitein (1967), 281.

9 Goitein (1967), 281.

*0 Stillman (1974), 195 (quotation); Stillman (19739, 82.
*L Stillman (1973), 23.

*2 Gil (2004), 687.
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partnership between me and some Muslims and Jewp)eof Sicily’>® In a further
commercial relationship, a Maghribi Jewish merclranbmmended his Muslim
trading associates to a Jewish correspondent ithanoity as ‘excellent and honest
persons’, and asked his correspondent to look aftkird Muslim associate: ‘I would
like you to preserve my honor by doing this in ayvi@ which | will be able to thank
you.’ Yet another business association betweenghkilai Jewish merchant and a
Muslim gave rise to a dispute which was resolvedperatively between the Muslim
and Jewish courts when thadgj(Muslim judge) explicitly requested the involveren
of the dayyin (Jewish judge}? The examples of business partnerships between Jews
and non-Jews are particularly striking testimonyh®s willingness of Maghribi
traders to violate cultural norms (and indeed legkds) by trading outside their own
community, since such partnerships were forbiddemdmudic law>°

The existence of business associations between fibagand non-Maghribis
creates a major difficulty for Greif’s portrayal thfe institutional basis for long-
distance trade in the eleventh-century Muslim Mad#nean. His argument is that, in
the absence of an effective legal system, longrdest trading contracts were
enforced by reputational considerations arisingifrepeated interactions among
members of a well-defined group — the Maghribi &rgd- which was able to impose
multilateral punishment on any of its members whbdyved opportunistically. This
argument cannot explain the existence of long-dcgdrade based on business
associations between Maghribis and non-Maghribitiel only mechanism available
to prevent opportunistic behaviour was the thréataltilateral punishment by the
Maghribi coalition, trade based on business assonmbetween Maghribis and non-

Maghribis should not have been possible, becawsedhtracts required to sustain it

*3 Gil (1983a), 122.
* Gil (2003), 281-2.
*5 Gil (1983a), 122 n. 15.
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could not have been enforced. The fact that saatetdid occur shows that contract-
enforcement mechanisms other than the coalitioe &eailable. These numerous
business associations between Maghribis and norixiviag could have been based
on an informal contract enforcement method invawiepeated interactions between
the same Maghribi and non-Maghribi traders. Buy there also based on the legal
system, of which Maghribi traders made extensiv®\aiuntary use in enforcing
their contracts, as we saw in Section 3. The legstem was evidently sophisticated
and flexible enough for disputes involving longtdisce trading partnerships between
Jews and Muslims to be heard before both Jewisivarslim courts. Such evidence
casts a great deal of doubt on Greif's hypothésisthe Maghribi traders formed a
stable and well-defined group that traded only wiglown members, thereby

fulfilling the requirements for multilateral punisient within a ‘coalition’.

4.2. Speed and Accuracy of Information Transmission

Although the existence of trade between Maghrib mon-Maghribis
reinforces the point that contract enforcement w@glother than a putative
‘coalition’ were available for long-distance tradss still conceivable that the
Maghribis might have used the coalition as an migrcontact enforcement method
for trade among themselves. Can this argument $taised?

The informational requirements for a ‘coalition’tave enforced contracts
through multilateral punishments as hypothesize&imif are very demanding. As
noted in Section 2, for multilateral punishmenbpportunism to be an effective
deterrent, information about opportunistic behavioust be transmitted quickly and

accurately to all members of the group; otherwisepte will discount the risk of
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punishment too much to be deterred from opportun@ne must surely question
whether information about opportunism could beehsimated throughout the entire
group of Maghribi traders quickly enough for thestiit of multilateral punishment to
be effective. Although the letters written by Maigis to each other did contain a lot
of information about trade in different locatiofmg-distance communications in the
eleventh century were slow. Since the Maghribig¢ratdoperations covered the whole
of the Muslim Mediterranean, from Spain to Constaqle, it would take many
months, and possibly even years, for informatiooualthe opportunistic behaviour of
a trader to be communicated to all members of thepy® Goitein (1967) portrays
contacts between Maghribis at the western and reastels of the Mediterranean as
distant®’ The difficulty of communications is illustrated Hye case of one young
merchant active in Jerusalem who, despite beirigager letter writer’, was unsure
whether his brother and father back in southerrirSpalieved ‘that | am still alive’®
In another example, two brothers in Algeria wrotetger to a third brother in
Jerusalem a full year after he had digere the demanding information
requirements of the ‘coalition’ mechanism realljisfeed in the context of the
eleventh-century Mediterranean, with communicatemslow and difficult that
merchants even lost touch with their own parentssaolings?

The ‘coalition” mechanism also imposes stiff regaients concerning the
accuracy of the information transmitted among mesitdaaccurate information
about opportunism could result from misunderstagslinvhich were inevitable given

the time taken for letters to be delivered andvifde variety in the trading contexts

*5 On the slowness, difficulty, and high costs astisiof communication in the eleventh-century
Mediterranean regions inhabited by the Maghritdera, see Goitein (1967), 67, 69, 155, 273, 278-9,
284-5, 289-91, 297-300, 304, 314, 316-26, 339-54, 3

>’ Goitein (1967), 69.

*8 Cited in Goitein (1967), 69.

% Goitein (1967), 279; see also ibid., 274 for addil examples of Maghribi merchants who lost
touch with parents, offspring, or siblings.
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involved. Inaccuracy could also result from falsewsations. No obvious incentives
existed for a trader to make a false accusatiatuitilateral punishment took the form
of excluding the accused from future trade withugronembers, as in Greif's
theoretical analysis of the coalition. Howeverhia discussion of the way in which
the Maghribis are supposed to have utilised mtgtigd punishment in practice, Greif
says that this exclusion took place until oppostsiicompensated the injuré’The
possibility that a false accusation might resulih@ receipt of compensation creates
incentives for an additional form of opportunidbehaviour — by principals — which is
not taken into account in Greif's theoretical moaghere opportunism is restricted to
agents.

Whatever the reason for inaccuracy, there is gldrévidence that the
information conveyed among the Maghribi merchards wot universally believed to
be true. Maghribi traders’ letters confirm the smaithat there were two sides to any
dispute between business associates. In one létsgph b. Labrat exposes a plot by
competitors who had been planning to make troubteréen him and his
correspondent by claiming that he was trying teriiere with the latter’s tradé.In
another, Zechariah b. Jacob ak®la writes that people in Tripoli have been saying
‘things which caused me anguish, and things whipkraon like him [we do not
know which person] should never have said . . .\{[@ad] humiliate the liars and
mend their ways®? Hayyim b. Emannuel from Mahdiyya became the viatina
rumour that he had sought to engage in trade tbsppassed on the territory of other
merchants, which, according to Gil, ‘was considdarede a grave offense at the

time’. Hayyim denied the allegation emphaticallyiaiming that these are baseless

%0 Greif (1993), 530. Harbord (2006) shows that Cslieoretical analysis can be extended to take
account of the possibility that agents subjectditective punishment are able to restore relatafter
the payment of compensation.

®1 Gil (2003), 306.

%2 Gil (2003), 312.
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rumors, intended to motivate him to leave the &fyPerhaps the most striking
example is provided by a letter dating from the@ar 1030s written by the agent
Masa b. Hisda to his principal Abu ‘1-Faraj Yiiduf‘Awkal, in which the agent
declares in emotional terms:

| am writing in a state of good health, but witheart laden with anxiety

which descended upon me when | read your lettgould have thought that |

was held in higher esteem by you than to have golwess me so. That you
should listen to such unjust words from a man ¥Kkesuf and others from
whom come base things, and that you should becq@set by it! | would not
have thought that you would accept the words oérstlagainst me when you
know the kind of person | have been and still aorthermore, you know my
lineage. | am not such a one from whom would coonoh $hings as to warrant
your letter®*
It is clear that the information about possible @ppnism conveyed within the
network of Maghribi traders was far from unambigsiolinis makes it difficult to see
how such information, even if it was communicatedftyy, could be used to trigger
multilateral punishment — or, if it was so usedwrsuch multilateral punishment
could be beneficial for contract enforcement, cdesng the disputed nature of the
information on which it was based.

Given these doubts about the speed and accuradhg offormation
transmitted among the Maghribi traders, it is nopssing that Khalluf b. Musa in
Palermo, writing to Yeshu’a b. Isma’il in Alexandrisaid that ‘had | listened to what
people say, | never would have entered into a pestip with you®® Khalluf had
clearly notregarded the unfavourable information circula@bgut Yeshu’a as being
solid enough to prevent the formation of their parship. Greif notes that Khalluf's
remark suggests that he regretted ignoring thesaticins of other Maghribi traders’

about Yeshu’a, but Greif does not consider thedwoanplication of this remark,

which is to cast fundamental doubt on the veryterise of multilateral punishment

%3 Gil (2003), 313.
® Stillman (1974), 201.
% Goitein (1973), 121-2.
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by the putative coalition, since Khalluf had nottgapated in such ostracism (if any

were imposed§®

5. Was There a Maghribi Traders’ Coalition?

The definitive Geniza studies by Goitein and Gstcserious doubt on Greif's
claims that the Maghribis did not use formal leg@&chanisms, that they restricted
trade to their own closely-knit network, and thegyt conveyed information about
opportunism swiftly and accurately. Nonetheles®iflGontends that there is direct
evidence showing that the Maghribi traders did abftenforce their contracts using a
mechanism corresponding to his hypothesized ‘coalitWe must therefore consider
the strength of this evidence.

In so doing so, we must bear in mind a crucialimit$ion between two
different informal enforcement methods. One — Ggédoalition’ — is based on
repeated interactions between members of a statlgp gvho impose multilateral
punishments on opportunists. The other — discuss8dction 2 — is based on
repeated interactions between the same partiesimgase_bilaterapbunishments on
opportunists. As we have seen, there is eviderateMhghribi business associations
often did involve repeated interactions betweerstrae parties. But this mechanism
is no different from what can be observed in exaanypmercial economy, including
medieval Italy, early modern Holland, eighteenthtoey England, and modern
developed countries. It does not provide eviderig®aal capital, it is not culturally
distinctive, and it is much less informationallyna@nding than Greif's ‘coalition’ —

punishment requires only the parties involved (pedhaps their immediate

% Greif (2006), 82.
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associates) to know about opportunism, not tharimétion be conveyed universally
and quickly to the entire group of Maghribi traddmoughout the Mediterranean, as
required by the coalition mechanism.

This distinction — between bilateral and multilalenethods of informal
enforcement — is important because one major typeidence adduced by Greif in
support of the hypothesized ‘coalition’ is the imoce of reputatiom Maghribi
business relationships. But evidence of the impegadf reputation cannot
discriminate between simple bilateral enforcementm partners (perhaps involving
their immediate associates) and multilateral emiorent by the entire Maghribi
community.

A number of the cases cited by Greif as providivigence of the existence of
a coalitionin fact simply show the importance of reputatibor example, Greif
supports his claim that there was a coalition byting the statement made by Joseph
b. Awkal in Fustat (Egypt) to Samhun b. Da’'ud iny@aan (Tunisia), saying that ‘if
your handling of my business is correct, then lisfend you goods’! and by
guoting the report of buyers in Sfax (Tunisia) dvally agreeing to pay the
originally-agreed higher price for flax becauseoficern about their ‘honout®.But
these quotations merely show that reputationalideretions were important in
relationships between Maghribi traders. They dopmovide any indication of
whether this was in the context of repeated bidteteractions between the same
traders, or multilateral relations within the widgoup of all Maghribi traders, so
they do not show anything about the possible extet@f a coalition.

There are exactly five examples adduced by Greithvhold the possibility

of furnishing direct evidence of something resemiplihe hypothesized ‘coalition’,

%7 Greif (1989), 869.
%8 Greif (1989), 870.
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based on multilateral reputation and multilateeadctioning, as distinct from merely
demonstrating repeated interactions between péatiparties and their direct
associates, based on bilateral reputation ancekilesanctioning? Given that Greif's
case rests entirely on these examples, we nowasmsach of them in some detail.

The first case is that of Abun b. Zedaka. Accordméreif, a letter written in
1055 by Abun, who lived in Jerusalem, shows thédias accused (although not
charged in court) of embezzling the money of a Méygtrader. When word of this
accusation reached other Maghribi traders, merstemtar away as Sicily cancelled
their agency relations with hiri®Greif claims that this multilateral punishment was
effective: ‘only after a compromise was achieved ha [Abun] had compensated the
offended merchant were commercial relations with lesumed™

However, Greif’s interpretation of this case idast questionable. The letter
in question, written by Abun b. Zedaka in Jerusaledayyim b. ‘Amnar al-Madni
in Alexandria, reads as follows$:

| have read everything that you mention in youirergenerous letter, from

the beginning to the end, and everything that yeation about your being

ashamed by my letters which you have been receamagwhich no one

would doubt are my writing® and which you permitted your friends and my

friends to read? ... God, the King, knower of secrets and mystekiescan

find out everything and discover where the trutharsd what He has concealed

until now He will conceal further from evil peopf@Nobody has been so

deeply offended as’P.People are seeking to make me perish at oncegghin
have come to such a pass that if someonesassing word(s)]'5 times 5'/”

% These are discussed in Greif (1989), 868-71. Hneyeferred to again in Greif (1993), 530-1; and i
Greif (2006), 66-71.

0 Greif (1989), 868-9.

L Greif (1993), 530.

2 Letter from Abun b. Zedaka, Jerusalem, to Haim Aevar, Alexandria, dated 17 March 1055;
published in Hebrew in Gil (1983b), pp. 218-224 (M87); English translation by Dr Hillay Zmora.

'3 Alternatively, ‘written in my own hand’.

" This is the literal translation of this letter piged in Gil (1983b), pp. 218-224. Prof. Gil offérse
following alternative translation (personal comnuation to Dr Zmora, 15.01.08): ‘your friends and
our [common] friends’.

® These two sentences are not quite clear, buisthiie nearly literal translation. ‘Mysteries’ migh
also be rendered as ‘hidden things’. The phrasel, @e King, knower of secrets and mysteries’ may
be a formula derived from some textual or oralgieliis tradition.

’® Literally: ‘no one’s blood has been so totallydged’.

" That is, ‘if someone was discussing somethingliaatnothing to do with this matter’.
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he would be told that Abdfihas stole? money from the Maghribi
gentleman. And if | greeted somebody, he would &nsway salutatiorfby
saying], ‘You owe money to the authorities’, everyone sgyit according to
his own character: one would say ‘100’ and the ot5@0’. And in these our
days, since the He3tdied, it has reached 1000 dinars. Both big and|san

it so: ‘1000 dinars® Praise to God # This has come to such a point that if a
governor, or any other commissioner, on inheritareere to be appointed, he
would be approached every week on this matter. ishgarely very well

known in the city and can serve yfplural] as the strongest evidence, may
God guard you, stronger than my letters which nglomlibts are in my
handwriting, as 1000 dinars are more than 15 ot ¢érse the evil people
who have caused all this to happ@ham surprised that Naharay does not
reply to my letters. Naharay might be forgiven lierdoes not want to risk
censure in my response. All | ask is that Nahakty the letters and reads
them, even if he does not wish to reply to thent.lBast of all | am surprised
by your letters because of the deception you uamsigme, namely that at
one time you present me as a rival, brandishindnamdwriting against me,
and at another time you present me as a mediatat .| Aulfil my obligations

as the least Jew does. With regard to your shanieihandwriting, which no
one doubts is mine, for it is well-known in Jeresalboth to the small and to
the big: God will punish the person who wrote ta ym the manner of
someone who writes to another to inform him of nesvdy on the basis of
what he heard in the court of the Head. And | camnde to you in detail,
since you have wisely cast me in the role of alrifeat a rival does not give
advice, does not make himself a guardfaand does not testify, and only has
to exculpate himself.

This letter is quoted in full to demonstrate prelyisvhat evidence it contains.
Counter to Greif's claim, it does not show that Alwias accused of embezzling the
money of a Maghribi trader. Rather, Abun was acdugeonsuming the money of an
unidentified Maghribi individual, of owing money tbe authorities, and of being
importuned by supervisors of inheritances. Owingeyoto the authorities was
clearly not commercial embezzlement. Consumingrbaey of a Maghribi does not
indicate that this is necessarily a case of comialeembezzlement, let alone a

relationship between long-distance merchants;ltcdcas easily refer to non-

"8 The Hebrew spelling here is ‘Avon’.

" The verb is literally ‘eaten’ or (less literallionsumed’. It may be that the Arabic languagehia t
eleventh century had ‘steal’ as one meaning ofwlisd ‘akhal’ = ‘ate’.

8 The ‘Head’ = the head of the Yeshiva (the Jewigh kouncil) or of the bet-din (the law-court).
8 The phrase ‘1000 dinars’ is in Hebrew rather tAsaabic.

8 Literally, ‘Praise to He Who Saves, etc.’.

8 This is a paraphrase rather than a translaticheo€urse.

8 A possible alternative translation for ‘guardia’guarantor’.
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mercantile conflict over personal debts or inh@cta The latter interpretation may be
supported by Abun’s reference to being approaclyegbliernors or commissioners
of inheritances. But the key point is that thisdetontains no details of the
accusations against Abun, apart from that theyluezmoney, the authorities, an
unidentified Maghribi, and inheritances. It does$ sitow that Abun was accused of
embezzling the money of a fellow Maghribi trader.

This letter does not show that Abun was accusextnmdlly, without being
charged in court. Quite the contrary. While itlisaz that Abun was the subject of
informal rumours, it is equally clear that the waspects of the accusations against
him were made through the legal system, since bliexs, ‘God will punish the
person who wrote to you only on the basis of wieahéard in the court of the Head'.
Gil (1992), the editor of these letters, interptéis text as showing Abun
complaining that ‘his opponents pour abuse on hité Muslim legal institution$®
Even if the accusation against Abun did relatecimmercial contract enforcement,
therefore, it was being made not just through im@irrumours but in a formal court
of law and via official governors or commissionefsnheritances. Any informal
enforcement via the rumours reported in this lettas a supplement to legal
institutions, not a substitute for them.

This letter also does not show that rumours abdumAvere disseminated to
Maghribi traders throughout the Mediterranean eagslired for the hypothesized
‘coalition’. Rumours were circulating in Abun’s oviown (Jerusalem) and in that of
his correspondent Hayyim (Alexandria). Abun evidiebelieved the rumours to have

spread to another habitual correspondent, Nahardystat (Old Cairo). This would

8 Gil (1992), 168; see also the editorial commentaryhis letter in Gil (1983b), 218-224.
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suggest that information was being conveyed to idiate associates of Abun around
the eastern end of the Mediterranean — a maximstardie of about 315 miléS.

This letter does not support Greif's claim that Mabi traders as far away as
Sicily cancelled their agency relations with Ablihe only person mentioned as
having cut off contact with Abun is Naharay b. Niss$n Fustat (Old Cairo). The
letter mentions no other merchants, and certaiolynerchants as far away as Sicily
(1312 miles from Jerusalem). The only referenc8itdy is in the toponym
(geographical nickname) of the addressee, whotaduaie is ‘Hayyim b. ‘Amrar al-
Madini, named for maaat Sigilliyya’; according to Gil (1992), ‘maadat Siqilliyya’
means ‘the city of Sicily, i.e., Palerm¥’ Although this nickname may indicate that
Hayyim (or his family) originally came from Sicilgt the time of this letter he was
based in Alexandria (Egypt}.Abun describes Hayyim as a ‘rival’ and a ‘medijtor
not a business partner. There is no evidence thgyikh cut off relations with Abun,
in any case, since he was still corresponding tiitth. This letter thus provides no
evidence of multilateral punishment and no mengibdistant destinations such as
Sicily.

Finally, the letter does not support the claim thattilateral punishment
resulted in compromise and the delivery of compgmsaGreif supports this
assertion by footnoting three of the seven surgvatters of Abun reproduced by Gil
(1983b)%° One of these is Abun’s 1055 letter, reproduceftilirabove, which does
not accept that the accusations made against him jugtified and makes no mention

of compromise or compensation. The two other Igftdated 1059 and 1064, do not

8 From Jerusalem to Alexandria is 315 miles; fromusalem to Cairo is 265 miles; from Alexandria
to Cairo is 112 miles. See http://www.convertuciten/distance/.

87 Gil (1992), 269, fn 43.

8 On how nicknames or ‘bynames’ often stuck to a Mix merchant’s descendants across
generations, see Goitein (1967), 156.

% See Greif (1993), 530, referring to Gil (1983t).\8, 218-33.
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even mention this conflict, let alone any act ainppomise or compensation. Four
further surviving letters by Abun, dated 1064-Soainake no mention of this conflict.
This raises the question of the basis on whichf@nakes his assertion that
multilateral punishment by the Maghribi coalitiedlto compromise and
compensation. Furthermore, the six letters wribetween 1059 and 1065 show that
within four years, the 1055 conflict was no longeing mentioned and Abun was
again doing business with Naharay, the only cooedpnt to have cut ties with him.
Even if informal sanctions were imposed on Abueytbannot have been severe.

The case of Abun b. Zedaka thus provides no sup@o@reif's hypothesized
coalition. It does not show that Abun had embezaiech another Maghribi trader —
the only details of the conflict relate to the arthes and to inheritance. It does not
show that Abun was accused informally without bdegglly charged — he had been
charged in a court of law. It does not show thatiaations were disseminated to
Maghribi merchants as far away as Sicily — the ruresovere known in three
locations within a 315-mile radius, Sicily is noentioned, and only one merchant
temporarily cut ties with Abun. It does not showtttcoalition’ pressure forced Abun
to compromise or pay compensation — neither is enationed and the conflict
(along with any ostracism) had disappeared witbur fyears.

The second case cited by Greif also fails to sultistie the existence of his
hypothesized ‘coalition’. This is the complaint 8gmhun b. Da’ud in Qayraw
(Tunisia) that Joseph b. Awkal in Fustat (Egypt) hat, as Samhun had requested,
paid two of Samhun’s creditors in Fustat, and hatdenen told them of his request to
pay thent’ Joseph appears not to have paid the creditorsibede believed that

Samhun had failed to send him an adequate shane pfofit from their business

0 Greif (1989), 869.
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association, which led him to withhold some sumge@ww Samhun. Samhun says
that his creditors’ ‘letters vituperating me hawewcome here to everyone and my
honor has been disgracédThis case shows that a Maghribi trader could be
concerned about harm to his reputation in the ef/eseditors and fellow Maghribi
traders and that a bilateral punishment mechananated. It shows that information
about Samhun'’s failure to pay creditors was knowhis creditors in Fustat and his
fellow traders in Qayra@n. But it does not show that Samhun'’s failure tg was
known to Maghribi traders in any other Mediterram&ading centres, and hence does
not provide evidence that the Maghribi traders afget a multilateral punishment
mechanism or ‘coalition’.

The cases of Abun b. Zedaka and Samhun b. Da’'ugesuthat Maghribi
traders sometimes involved other Maghribis in thesputes, enabling them to
impose stronger sanctions on opportunism than wioellpossible solely on the basis
of a bilateral relationship. But these cases dadeatonstrate the existence of a
multilateral ‘coalition’ as proposed by Greif. Thealition model requires
information to be conveyed to all members of thaliton and multilateral sanctions
to be imposed by the entire group. In neither eséhcases were all Maghribis made
aware of the dispute; rather, information was diseated to individuals in the
locations of the conflicting parties and at most other location. In neither case did
all Maghribis impose sanctions on an opportunisarctions were limited to
unpleasant gossip in the immediate social circféBetwo parties, and to a
temporary suspension of correspondence with orer difect associate of one
accused party. Behaviour of this type is extrerma@tiespread and not special to the

Maghribis. Macaulay (1963), for example, notes #aterican businessmen in the

1 Goitein (1973), 31
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mid-twentieth century were subject to informal gams: ‘sellers who do not satisfy
their customers become the subject of discussitimeiigossip exchanged by
purchasing agents and salesmen, at meetings digsing agents’ associations and
trade associations, or even at country clubs aakgatherings where members of top
management meet?’ Informal sanctions of this form are not evidenta tcoalition’.

It might be argued that it is too demanding to rexjavidence to support a
pure form of the coalition hypothesis. But whathe alternative? To regard the
coalition hypothesis as corroborated by any eviderigeputation-based contract
enforcement using stronger sanctions than thossllsdely on bilateral relationships
is surely not demanding enough. Viewed soberlythall these two cases suggest is
that the Maghribi traders were, in certain circuamses, able to use reputation-based
contract-enforcement mechanisms that, by emplostmge degree of collective
punishment, fell in between the two extremes ddtbilal enforcement (repeated
interactions between the same two parties) andlatalal enforcement (repeated
interactions among dispersed members of a widengrdut merchants in most
economies do precisely this — they mobilize goasigh reputation to put pressure on
business associat&sThis practice cannot be portrayed as a distindtigétutional
mechanism devised by the eleventh-century Maghtibssuibstitute for a formal legal
system.

The third case cited by Greif is also, in our viemgre plausibly interpreted in
a different way. Greif treats a letter from MaynmurKhalpha in Palermo (Sicily) to
Naharay b. Nissim in Fustat (Egypt) as providinglemce that Maghribi traders
would participate in multilateral punishment evelnen they believed that the trader

being punished was honest. In this letter, Maymaderclear his belief that a certain

92 Macaulay (1963), 64.
9 For examples from other medieval and early modemmercial economies, see Section 6 below.
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trader in dispute with Naharay had in fact behax@dectly, and pointed out to
Naharay that ‘as you know, he is our representatng (this matter) worries all of
us’.>* Greif interprets this statement to mean that Maytieared that an explicit
accusation against the trader would harm his prlatwith that trader because he
would then have to participate in a multilaterahjgihment imposed by all
Maghribis®® But there is no evidence in Maymun’s letter tomup this
interpretation. A more plausible reason for Maynsustatement that the conflict was
a matter of concern to all the Maghribis derivesrfrthe role of the merchants’
‘representative’. The ‘representative’ (Whlof a group of merchants in a particular
location performed a number of useful functionstfaders who could not attend to
their business in persdfiThese included solving warehousing and paymenstea
problems and organising tratfeA false accusation that the Maghribi traders’
representative in Palermo had cheated Naharay vadovidusly be of concern to all
Maghribi traders, including Maymun, because it wdotdise unfounded questions
about the probity of someone who performed a nurabenportant economic
services for Maghribi traders. The statement thaa@usation against him ‘worries
all of us’ does not provide evidence that an adomisagainst anyvaghribi trader
would result in all Maghribi traders punishing héawen when they believed it to be
unjust.

The fourth case cited by Greif is a letter from Kifb. Musa in Palermo
(Sicily) to Yeshu'a b. Isma'il in Alexandria (Egypt Khalluf's letter explained that
he had sold Yeshu’a’'s pepper at a lower price thamwwn pepper, ‘but, brother, |

would not like to take the profit for myself. Th&ee | transferred the entire sale to

% Gil (1983a), 106.

% Greif (1993), 532, Greif (2006), 72.

% Goitein (1967), 191-2.

9 Gil (2003), 318.

% Greif (1989), 871. The full letter is in Goiteihq73), 120-125.
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our partnership? Khalluf's letter finished by asking Yeshu'a totiefaiccounts so
that their partnership could be ended. Greif argbats because Khalluf wished to
end the partnership, he shared the profit fronptmper sale with Yeshu’a solely to
maintain his reputation with other coalition mensether than to maintain his
reputation with Yeshu’a. But this is pure specwalatithe letter contains no evidence
that this is the reason for Khalluf's decision. @uhe contrary. Immediately after
writing that he has transferred the sale of peppéne partnership, Khalluf writes,
‘may God reward me for what | do for other peopl@o not expect gratitude from
men. ® This statement suggests that Khalluf did nansfer the sale to the
partnership in the expectation of receiving thedfi¢iof maintaining his reputation
with Maghribi traders.

Khalluf's decision to share the profit should beempreted, rather, in the light
of the rest of the letter, in which he levels nuousrcomplaints against Yeshu'a.
Khalluf evidently wished to end his business relaghip with an unsatisfactory and
difficult partner, but expected that doing so wontit be straightforward. As Goitein
points out, the termination of a Maghribi partngosivas generally a long and
complicated matter, sometimes lasting years, inmgosomplicated conditions, and
involving many legal steps in front of the Muslimtlorities followed by a formal
statement before a Jewish court that the partidsnger had any claim against one
another’®* A more plausible reading of Khalluf's decisionsteare the profit is that he
wanted to minimise the complications involved i@y the partnership. He may
also have expected that Yeshu’a would not makerloéng of the partnership simple
— hence Khalluf's remark that he did not expectigrde from men. This

interpretation is supported not only by the evideimcthe rest of the letter, but also by

% Goitein (1973), 123.
10 Goitein (1973), 123.
11 Goitein (1967), 179.
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the fact that the partnership did restd after Khalluf wrote this letter requestingttita
be wound up. Instead, it continued for several gje@mnd was terminated only when
Khalluf sued Yeshu’a in court. Khalluf was rightégpect that ending his business
relationship with Yeshu’a would not be a simple @’ This case cannot,
therefore, be regarded as substantiating the \natwéputation with all members of
the putative coalition was important for individaghribi traders.

The fifth example cited by Greif in support of higpothesized ‘coalition’ is a
letter written in 1040 by Yahya b. Musa of al-Mahi (in Tunisia) to his partner in
Egypt. Greif claims that this letter corroboratées doalition hypothesis by showing
that accusations against a Maghribi trader resutéide imposition of sanctions by
other Maghribis->* But on closer examination, this case does not shosmmercial
contract being enforced through informal sanctiam$ependently of the legal
system. Yahya stated that accusations were levaflaohst him after the death of his
father, but it was not until a letter containingawver of attorney to be used against
him arrived from Egypt and became widely known thia people became agitated
and hostile to me, and whoever owed the old mandaceased father] anything
conspired to keep it from mé&®! However, the matter was soon resolved to Yahya’s
satisfaction: ‘the receiver of that power of atEyrsubmitted it to my master, the
dayyan (judge) ... who validated it, whereupongheple approached him, but he did
not disappoint (me) and stopped the aff&i'Note that it was the arrival of the power
of attorney, a formal legal document, not the aattass themselves, that led to
suspension of payments to Yahya. Furthermore,dbg i Tunisia appears to have

cleared Yahya of the accusations so that paymemtsvere resumed. This case is

192 Goitein (1973), 120.

103 Greif (1989), 870.

194 Goitein (1973), 104. Note that this version difslightly from that given by Greif (1989), 870.
195 Goitein (1973), 104.
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thus_inconsistentith the coalition hypothesis: the informal pumsimt employed
was integrally linked with the legal system, nctudostitute for it.

There are further aspects of Yahya's letter whiggest that, in this case, the
Maghribi traders relied primarily on legal rathkamh informal contract enforcement.
Remarkably, Greif does not mention these aspedtsedetter. Yahya was in dispute
with a trader from Fustat, Abu ‘I-Faraj Jacob IBdlan, the elder Abu ‘I-Faraj.
Yahya states in his letter that ‘My lord, the Nagidended to address a letter to the
elder Abu ‘I-Faraj, but finally, he had no opporitiyrto write to Fustat this year at
all’.**® This appears to refer to a suit filed against ¥ahythe court of the Tunisian
Nagid, details of which are given below. Insteadvating, the Nagid seems to have
sent messages about this matter to Fustat with &gyetian merchantS’ Yahya
asks his partner to

meet all these people; keep an eye on what is gwirand report back to me

with every courier coming here. Likewise, assuenthunder oath, in my

name, that | have nothing to do with any of théaimas and do not know
anything about them, except for a claim concermitigansaction made many
years ago ... if they want to sue me, | shall hdtiee decision of the court)
and do what is imposed upon me, for my only wisiv e cleared®

The other side of this dispute is presented inpgeal made in 1041-2 by Abu
‘I-Faraj Jacob Ibn ‘Allan in the rabbinical coufftleustat. This concerns debts of
Yahya’s deceased father. The appeal stated that

| had also thought that this Yahya would reconsibleraffair and return to the

right way ... so that | would not be forced to m&kewn his doings to the

communities of Israel in east and west ... | hgoldathat he would spare me

from disclosing my situation in the meetings of gentiles and to their
109

judges.
This correspondence makes it absolutely clear tatter than punishments being

imposed informally solely by a coalition of Maghgpall Jews, as well as gentiles

196 Goitein (1973), 104.

97 Goitein (1973), 104 fn 9.
198 Goitein (1973), 104-5.
19 Goitein (1973), 97.
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(and their courts) were involved. The dispute Witthya was set out in the appeal as
follows:
[Yahya] sent me letters containing an account ofasgets with him; however,

when | filed a suit against him, demanding the paytof these assets, he sent

me another account, different from the first, byishhhe misled my

representative at the court of the Nagid of thespima®°

The plaintiff states that he had earlier ‘provegdo the injury done to me by this
Yahya with well-confirmed documents and honest agges and asked you to kindly
forward your findings to Qayrawan for the inforneettiof the court of ... the Nagid of
the Diaspora®!! But the focus of the appeal is on the debts ofyéahfather: ‘This
time, however, | wish to confine myself to my claiin connection with his
father.? The plaintiff asks the court to ‘examine my proafsl draw up a document
stating all that is to be established in courtlmnliasis of withesses and documents,
so that | shall obtain my right&** Rather than providing evidence that the Maghribi
traders used an informal coalition to enforce aets, this is just another case in
which the main contract-enforcement mechanism bgdtie Maghribis was the legal
system. Moreover, it is one that clearly demonegdibat the legal system was
regarded as capable of enforcing commercial cotstraat just within the same local
area but across the long distances involved itMhaghribis’ international trading
activities, since Qayrawan and Fustat were somé@ hdles apart.

The claim that the Maghribis used the institutiémhe ‘coalition’ to enable
long-distance trade cannot, therefore, be sustaindtie evidence available. A form
of collective punishment based on the existenaesuicial network, no different from
that practised in many other commercial contexterbeand since, does appear to

have been used in some cases, but it involvedrtieed transmission of information

10 Goitein (1973), 98.
M1 Goitein (1973), 97.
12 Goitein (1973), 98.
13 Goitein (1973), 97.
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to a narrow range of locations and social groupmarily those directly associated
with the conflicting parties. It did not involveatismission of information or
imposition of sanctions by the entire group of Midgitraders. The available
evidence does not, therefore, substantiate thésexis of a Maghribi traders’
coalition as hypothesized by Greif. Furthermore,aliidence refutes two key
components of the ‘coalition’ hypothesis — therdead inadequacy of the formal legal
system and the alleged unwillingness to enter legsiassociations outside the
Maghribi community. A more thorough examinatiortloé evidence shows that
Maghribi traders made widespread and voluntaryofisee formal legal system to
enforce their contracts and entered into long-dsgacommercial associations with
non-Maghribis, and indeed non-Jews. The Maghrib&fition’ is a hypothesized

construct with no empirical corroboration.

6. Did the Maghribis have collectivist cultural isd$?

The Maghribi traders are also used to support i that cultural beliefs
determine which economic institutions arise and Baecessfully an economy
develops. Thus Greif counterposes the ‘collectiaslttural beliefs of the Maghribi
traders (‘non-Muslims who adopted the values ofMtuslim society’) with the
‘individualistic’ culture of the Genoese merchafitalians and Christians) Greif
claims that despite facing the same technologytla@dame commercial
opportunities, the two groups adopted widely diffgrsolutions to the problem of
contract enforcement, with the Maghribis choosmggitutions that provided

collective enforcement while the Genoese choseallgmlitical, and (second-party)

14 See esp. Greif (2006), 279, also chs. 3 and 9.
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economic organizations for enforcement and cootitina The essence of this
comparison insofar as it relates to contract eeiment is as follows:

During the twelfth century the Genoese ceasededhesancient custom of

entering contracts by a handshake and developedtansive legal system for

registration and enforcement of contracts. Furtloeemthe customary contract
law that governed the relations between Genoedersavas codified as

permanent courts were established. ... In contlaspite the existence of a

well-developed Jewish communal court system, thghviais entered

contracts informally, adopted an informal code @fiduct, and attempted to

resolve disputes informally .2*?

The explanation for this, according to Greif, iattthe Maghribis held
collectivist beliefs and the Genoese held individiia ones. The informal sanctions
used by the Maghribis to enforce contracts, heesgreflect their collectivist cultural
beliefs, which were not well suited to the develepinof the contract enforcement
methods that were required for large-scale tradelwing impersonal transactions. In
contrast, the Genoese, supposedly holding indiVistiacultural beliefs, could not
use informal methods of contract enforcement anetléed from a very early stage on
formal methods such as the legal system, whiclpdrchit large-scale anonymous
trade and so favoured economic development. THisrim according to Greif, led to
long-term economic decline for the collectivist Maidpis and economic dominance
by the Genoese and their individualistic fellowi#tas. From this, Greif draws
conclusions for the present-day less developeddwithie Maghribis’ institutions
resemble those of contemporary developing countribsreas the Genoese
institutions resemble the developed West, sugge#tiat the individualistic system
may have been more efficient in the long rtifi'.

Greif uses his contrast between the ‘collectiidighribi coalition and the

‘individualist’ Italian legal system to support neogeneral conclusions about how

M5 Greif (1994), 937.
18 Greif (2006), 300-01.
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economists should explain institutions, arguing tha ‘motivation provided by
beliefs and norms ... is the linchpin of institmsa’'’ Others have taken up this view,
with Aoki, for example, defining an institution a@sself-sustaining system of shared
beliefs about a salient way in which the game fieatedly played'’® and adducing
the Maghribi traders as an example of a ‘collestivgulture generating institutions
that render it ‘inferior in its capacity to exploiew exchange opportunitie's®

But do the contract-enforcement mechanisms uselebgleventh-century
Maghribi traders support these wide-ranging conchs? They do not. As we have
seen, the Maghribis made extensive use of the B3gam to register the basis upon
which long-distance trade ventures were undertadet took disputes concerning
their business associations before courts of lawoOrse, as we have already noted,
there are costs involved in using the legal sydtamsontract enforcement and
advantages to using informal methods where posai¥éehave seen that as well as
using the legal system, the Maghribi traders atadunformal methods of contract
enforcement, including practices involving somerdegf collective sanction based
on a social network. But Italian and other Europeeenchants in the medieval and
early modern periods also made use of collectinetsans as a contract-enforcement
mechanism. According to De Roover, the medievéibitanerchant houses,
indisputably the most advanced in their businesthoas of any in thirteenth-century
Europe, favoured business relationships among yam#imbers precisely because
kinship enabled parties to exert familial pressam@ne anothe?’ Likewise, the
business ledgers of the fourteenth-century Harseatrchant Hildebrand

Veckinchusen show him selecting friends and redstias business associates,

17 Greif (2006), 39, 45.
18 Aoki (2001), 10.

19 Aoki (2001), 73.

120 Roover (1948), 21.
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precisely in order to make it more possible to gparsonal pressure in case of
default on contracts! According to Gelderblom, early modern Dutch mentha
favoured business deals among friends and famdgise that made it possible to
apply personal pressure when contracts appeadhiger of being broken, and to
mobilize the strong non-economic incentives whioérfds and relatives had (and
have) to settle disputes amicabfyMerchants from Genoa and other parts of Europe
did not rely exclusively on the legal system tooeoé contracts, but used a
combination of formal and informal methods, inchglones based on social
networks, just as the Maghribis did. It is simpbt possible to make a sharp contrast
between the contract enforcement methods usedebyidighribis and the Genoese.
Nor is it possible to sustain the view advancedbgif, that Genoese
‘individualism’ led to the formation of family firswhile Maghribi ‘collectivism’
instead led to the formation of a merchant ‘coatiti'** Greif argues that repeated
interactions can only sustain informal contracteecément mechanisms if there is
some way to overcome a trader’s incentive to beloapertunistically towards the
end of his life. In Greif’s view, Italian merchardgsercame this problem by
establishing family firms, but the Maghribis didlsptransferring ‘coalition’
membership from father to son, so that concerthiereffects of punishment imposed
on the next generation deterred Maghribi trademfbehaving opportunistically in
their old age. Greif portrays family firms as alisemong the Maghribis, and
interprets this as evidence that they preferretiéctive’ rather than ‘individual’

solutions to problems of opportunisat.

121 5ee the published edition of these ledgers inikesr{1973); on this characteristic of
Veckinchusen’s commercial behaviour, see Schwei@@#1), 350-1; Gies and Gies (1972), ch. 16.
122 Gelderblom (2003), 609-10, 616-17, 623.

123 Greif (1994), 940-1.

124 Greif (1989), 875-6.
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But here too the premise of the argument is falke. Maghribis did form
family firms. Stillman (1973) describes how therespondence of the eleventh-
century Maghribi merchant Joseph b. ‘Awkal shovet ths soon as each of his sons
came of age, they became — so to speak — partnts firm. Great family business
houses of this sort are common in the Geniza redorcthis century'> Goitein
(1967) describes family partnerships between fathad sons, uncles and nephews,
and elder and younger brothéf&In several surviving cases, these partnerships wer
intended to ensure that the family business woutthst the death of one partner and
survive across the generations, as in the casdlef bl Eli around 1090, whose will
entrusted his brother (who was also his businedsgqya with administering the
property of his minor children and expected himctmtinue the partnership until it
could be formally reinstated when the orphans cafrege’*?’ The Tahert family
firm of Qayrawvéan ‘ideally exemplify a family business’, accordit@yGoitein, and are
described in a letter written by an opponent ag ‘oand, united by one spirit®
Goitein explicitly likens the family firms of the d&ghribis to those of the medieval
Venetians?® and Stillman observes that ‘perhaps the greargspitance of the Ibn
‘Awkal correspondence, as far as socio-economiolyiss concerned, lies in the
detailed picture that it gives of the organizatudra medieval business house which
was prominent long before the Medici in Florenbe, Datini, or Pisani in Venice, the
Grimaldi in Genoa, or the Arnolfini in Luccad®

The apparent decline in commercial activity by Meghribi traders in the

later twelfth century can be explained without e to differences in culture

125 stillman (1973), 21.
126 Goitein (1967), 180-3.
27 Goitein (1967), 180-1
128 Gotein (1967), 180-1.
129 Goitein (1967), 181.
130 stillman (1973), 83.
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between the Maghribis and the Genoese. For ong,ttiia declining frequency of
merchant correspondence in the Cairo Geniza aftet@0 arose at least partly from
the fact that in the later twelfth century, the taffluent merchants moved away
from Old Cairo (where the synagogue with the Genlzamber was located) to New
Cairo, the seat of the government. For anotherviieéith century saw the rise of
European naval supremacy, pushing Jewish and islaatders out of the western
Mediterranean trade. Then, at the beginning othireeenth century, a powerful
association of Muslim merchants, tharinis, secured privileges from the political
authorities granting it an extensive legal monogoig excluding outsiders from
participating in many aspects of tradé.

There are no sharp differences between the Magthuaitiil the Genoese in
contract enforcement methods and the formatioawily firms, so it is difficult to
claim that such differences show that the Maghdinid the Genoese had different
cultural values which had implications for theioaomic development. The apparent
decline in Maghribi trade after the later twelféntury can be explained in terms of
observable changes in local record-keeping aniiiéditerranean trading
environment, without resorting to unobservable & andocumented — differences in
cultural beliefs and norms between Maghribis aatlaihs. Our analysis casts doubt
on the economic importance — at least for the asgdéion of long-distance trade — of
any systematic differences between a supposedictivist Jewish or Muslim

culture and a supposedly individualist Italian arrépean one.

131 For a sketch of these developments, see Goit&i7)] 148-9.
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7. Conclusion

This paper has presented a fundamental reappodigad Maghribi traders,
which has three broader implications. First, Gesifiew of the Maghribis’ institutions
and economic behaviour is untenable. Second, tlghMas cannot be used to
advocate exclusive, private-order social netwooksrtforce contracts and facilitate
exchange in developing economies. Third, the M&ghdo not provide any
foundation for a ‘cultural’ theory of development.

Not a single empirical example adduced by Greifnghthat any ‘coalition’
actually existed. The examples he presents shoMéuhribis using the formal legal
system, supported by informal pressures basedputaton and repeated transactions
between the same parties, as in any commerciabecprSometimes, parties to
conflict sought to supplement legal enforcement laitateral pressure by mobilizing
opinion among other Maghribis, but this was res#ddo social circles in contact with
the conflicting parties and did not remotely encasgthe entire community of
Maghribi traders throughout the Mediterranean, iand any case no different from
what is observed, for example, among twentiethtagrmerican businessmen.
There is not a single case in which a ‘coalitionthe form portrayed by Greif —
private-order, multilateral enforcement of commakrcontracts through collective
punishment by the entire Maghribi community — carobserved in operation. We
must therefore reject the hypothesis that therstedtisuch an institution.

The Maghribis provide no support for the idea that‘social capital’ of
exclusive, private-order networks offers institatbsolutions for contract
enforcement in developing economies. Greif clainad the Maghribis developed the

informal, private-order institution of the ‘coabti’ because formal, public-order
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institutions were inadequate, but the evidence shibat the Maghribis made frequent
and voluntary use of formal legal mechanisms. Gilaiims that the Maghribi traders
constituted a closed and exclusive social netwluk the evidence shows that they
entered into business associations with outsidieckifling Muslims) as a matter of
course and enforced their contracts in Muslim aé ageJewish law-courts. Greif
claims that there was a ‘coalition’, which would/eaequired information to be
transmitted swiftly and accurately among all merstwrthe Maghribi community
across the medieval Mediterranean, but the evidshoe's that communications were
slow, rumours about commercial conflicts were di#fd primarily to immediate
associates of the conflicting parties, and there seious dispute about the accuracy
of such rumours, rendering them an unsafe bas@nicollective punishment.

Nor do the Maghribis provide any support for thelteral’ theories of
economic development and institutional change foictvthey have been mobilized.
Greif's notion that the Maghribis espoused ‘colidst’ beliefs in contrast to the
‘individualistic’ beliefs of the Italians is based two assertions — that the Maghribis
chose collective punishment through a closed ¢oalih preference to the Italians’
choice of individualized legal penalties; and ttit Maghribis chose to transmit
coalition membership to sons in preference to fagmindividualistic’ family firms
like the Italians. Both assertions are false. Mdm&made widespread and voluntary
use of legal mechanisms, and they establishedydmms that are explicitly
described by Geniza scholars as resembling (budgiiag) the great merchant
houses of medieval Italy. There is no evidencetthetMaghribis were inherently
more ‘collectivist’ than any other medieval tradieigture. They cannot be used as

the foundation for a cultural theory of development
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