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Preface

The institutional configuration of a country has been widely accepted to be criti-
cal for sustainability of its economic development. Valentin Seidler gives a sophis-
ticated overview of what we know about formality (laws, policy) and informality
(cultural norms, traditions) of institutions, particularly from Economic History and
New Institutional Economics (NIE) viewpoint and ties together existing theories
and knowledge to a model of institutional legitimacy of post-colonial states. He
relates the model at two country cases, Nigeria and Botswana, which both be-
came British colonies in the 19th century and independent during the 1960ies.
Observations about the institutional environment in both regions before colo-
nialization are the fundament of his analysis and interpretations. He looks at
how the initial conditions reacted to externally imposed institutions which were
brought in by the British colonializers. The major argument of his thesis is that
European institutions influenced the shape of indigenous institutions. He calls
this “clashes” and argues that “variations” in their outcomes “account for dis-
parities in institutional quality and economic performance in former British colo-
nies today.” Finally the model aims to explain the influence of colonial legacies
on economic development in Nigeria and Botswana today. This path dependent
view provides valuable insights for both cases. An understanding of institutional
changes in colonial times and their persistence during post-colonial times provide
an important contribution to the explanation of institutional quality and political
and economic constraints of post-Colonial African countries today.

Valentin Seidler carried out two persuasive in-depth studies which contribute
to the discussion of convergence/divergence in African economic performance.
Hopefully his work on the colonial legacies of Nigeria and Botswana motivates
for further in-depth research which would be necessary to overhaul the argu-
ments Valentin Seidler made in his thesis.

Simon Hartmann
Researcher at the
Austrian Research Foundation for International Development
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COLONIAL LEGACY AND INSTITUTIONAL DEVELOPMENT

The Cases of Botswana and Nigeria

This study aims to contribute to the question oé thrigins of efficient institutional

arrangements, which are considered essential fonosmsic development and long-term
economic growth. In Africa, most of the existingtitutional frameworks were established
under colonial rule and then persisted until modenes. In this sense colonialism offers a
“natural experiment” - a phase in which Europeastitations were transferred to African
countries. This is an investigation into the ingtdnal development of two countries and
former British colonies: Botswana and Nigeria. Thedgt applies a theoretical model of
institutional legitimacy based on the theoretic kvoof Douglass North and Oliver

Williamson. The two cases highlight the persisteoicpre-colonial informal institutions such
as cultural norms and beliefs of the local popafai In addition they show that pre-existing
levels of urbanisation, constraints on politicalweo and integration in colonial labour

markets have been factors which influenced thestesrof European institutions.

Die vorliegende Studie untersucht die Frage naahn desprung von effizienten Institutionen,
die als maRgeblich fir langfristiges Wirtschaftswatain angesehen werden. In Afrika wurde
eine Vielzahl von europaischen Institutionen wahréedKolonialzeit Gbernommen und nach
der Unabhangigkeit beibehalten. Die Arbeit untefgudie institutionelle Entwicklung von
zwei ehemaligen britischen Kolonien in Afrika: Botsvamd Nigeria. Die Untersuchung
arbeitet mit dem Theorienmodell der neuen instngllen Okonomie. Die Ergebnisse
unterstreichen die Bedeutung und die Persistenzpvakolonialen informellen Institutionen,
die zumeist auf traditionelle kulturelle Normen zakgehen. DarUber hinaus beeinflussten
Urbanisierung, Beschrankung von politischer Machidudie Einbindung in koloniale

Arbeitsmarkte die Entwicklung von effizienten 6kasohen Institutionen.

VALENTIN SEIDLER is a research fellow at the Unigéy of Vienna. This publication is
the print of his doctoral thesis concluded in 2ML1 at the Vienna University of Economics

and Business.



ACKNOWLEDGEMENTS

This is the result of my research over the past &wd a half years, but it is not my work
alone. | am indebted to the team at the Vienna &Isity of Economics and Business. Above
all I wish to thank my supervisor Andreas Rescimfiihe Institute for Economic and Social
History for his time, his academic guidance andoenagement. He prompted me to present
preliminary results at international conferencehjcl has substantially improved this study
and stimulated my research on economic institutibrasn obliged to Peter Berger and his
team from the Department Socioeconomics who supgdtiese first experiences with the
international academic world. | am very thankfulReinhard Pirker from the Institute for
Institutional and Heterodox Economics who agreeddéocome my second supervisor and
sharpened my understanding of economic institutiémsally 1 would like to mention the

friendly and competent support of the Doctoral €dffor their administrative support.

| want to thank a range of international scholars rfeading through parts of this study,
commenting on working papers or giving feedbackaatferences. These are Barry Weingast
(Stanford University), Elinor Ostrom (Indiana Unisgy), Kevin Morrison (Cornell
University), Mary Shirley (Coase Institute), Mattheiange (McGill University), Peter
Boettke and Peter Leeson (George Mason Univerdiigire Englebert (Pomona Politics
Department) and Robbert Maseland (University of Grgen).

Friends and family supported me throughout thesetl®o and a half years. John Soutter
showed lots of patience editing my working papertba Tswana into proper (British)
English. My parents supported me generously througthese years. Last but not least my
warmest thanks go to my family: My son Leo has giwg hours of productive work at night
and the happiest distraction at day and abovellife Yuki who gave me love, support and

inspiration.



TABLE OF CONTENTS

1 INTRODUCGTION. ...ttt e e et e et a e e e e eeat s e e e eaeeenessnnaaaeaeees 9
1.1 Problem statement and aim Of STUAY .........commmmseneirreeeee e 9
1.2  Terms and definitioNS ........oooiiiiii e 11

1.2.1 Economic development and long-term economic growth........................... 11
1.2.2 Institutions, transactions and economic development............cccccccvvvvnienennnn. 13
1.2.3  ONINSHIULIONS L.ttt re e e e e e 15
1.3  State of the field ... e 24
1.3.1 How institutional economics help us explain ecorouomderdevelopment...... 24
1.3.2  Where do efficient institutions COME frOM ... eeveeeiiiiiiiiieeee e 25
1.3.3  CUlUIE MALEIS ...eeeieiiiiieiie ettt e s enneee e 26
I @o] (o] 1= | [=To - TV AR 27
1.3.5 Indicators and methodological weaknesses of curesmgtarch......................... 28
1.3.6 Building on the state of the field ...........com i, 30
1.4 Building a conceptual framework ... 32
1.4.1 The working hypothesis ...........ouuuiiiiiieiiiceee e, 32
1.4.2 The theoretical MOUEl ..........oooiiiiiiiiiiie e 35
1.4.3 Research methodology and choice of country studieS...............ccovvvvvnnnnnnn. 40

2 BOT S AN A L ettt ettt et e e e e nnnn—a e e eenanans 52
2 N 1 1 (0 To [§Tox 1[0 o PP PUPPPPRPPUPPPPPPPPN 54
A N T3 (=To o] (o PP P UPPPPRPPUPPPPP PP 56
2.3 Pre-colonial INSHIULIONS ......coviiiiiiiii e 62

2.3.1 Political institutions - constraints on rule, legiacy of Rule and legal System63

2.3.2  Law and JudiCiary SYSTEIM ......cooiiiiiiiiiieeeeee e e e e 67



2.3.3  Property rights: Cattle and land ............comeceeeeiiiiiiece e 67
2.3.4  MATKELS ...ttt et e e e e e e e e e e e 68
2.3.5 Pre-colonial social INSULIONS ...........coeercmiiiiie e 70
2.3.6  Pre-colonial Tswana institutions — a short summary..........cccccceeeeeeeeeeeeneene. 72
2.4 Institutions in the colonial Period ..........cccccoeeriiiiiiieee e 74
2.4.1 How the Bechuanaland Protectorate was created...............coocccvvveeeeernnnnne. 74
2.4.2  BIIUSN TUIE ..o e 75
2.4.3 General Effects on pre-colonial Tswana institutions................ccccceeeeevevennnnn. 78
2.4.4 Institutions in the colonial period — a short sumyna............cccceeeeiiieieeeeennn. 84
2.5 Institutions in post-colonial BOtSWaNA.......cccceeiiiiiiiiiiiiaiiiiie e 85
2.5.1 The way to INdEPENUENCE ........uuuiiiiiiiiieeeeeeeiiiii e e e e e 85
2.5.2 Institutional development towards a modern state............cccceeeeevevvveeeeeennnnns 86
2.5.3  Political INSHLULIONS ...cooeiiiiiiii ittt e e e e e 88
2.5.4  Property rightS 0N [and ... 92
2.6 SUIMIMAIY ..eiiiiiiiie ettt et e e eeeenm e e et e et et e et et e e e et e e e eat e e e es e aeeesanneeennnnaaes 93
B NIGERI A et e e et e e e aeee 96
% N [ 011 (0T U1 i o o HA PSP PPPP PP 96
I I 1= = To o] (o BT PPP PP 99
3.3 Pre-colonial BOMU .........cooiiiiiiiiiiii e e e e 109
3.4 Pre-colonial Kanuri iNSHULIONS .........coooiiiiiiiiiiii e 111
3.4.1 Political institutions in the TOCENTUNY ..........cvoveveeeeceeee e 111
3.4.2 Legal system and ISIam ..........ooooiiiimmmmmm e 116
3.4.3  Property rights of [and ................ouiiimmmmmeiiiiiiii e 117
3.4.4  ECONOMIC INSHEULIONS ...ttt eeeeme ettt e e e e e eeeeeeas 118
3.4.5 Social factors influencing institutional developrhen.............cccccoeviiiiinnnns 130
3.5 Institutions in the colonial PEriod ... 132



3.5.1 How colonial rule was established ... 132
3.5.2  INAIFECLTUIE .. 134
3.5.3 Important changes under colonial rule .......ccccceiiiiii i, 613
3.5.4 Changes in Kanuri political INStItUtioONS ......cceeeeeieiiieeiiiieeieeeeeeee, 713
3.5.5 Judiciary institutions: The dual SYyStem .....cccccevvvvviiviiiiiiiiiiiiiee e, 41
3.5.6  Property rights of [and ............ooooiiiiim e 142
3.5.7  Market INSHIULIONS ......ouviiiiiiiiiiiiie e 143
3.6  Post-colonial institutional development.......ccccoiieiiiiiiiieeec e 148
3.6.1 Post-colonial institutional development on natioeakl................cccccceeeennn. 148
3.6.2 Post-colonial institutional development of the Karof Borno State............. 154
.7 SUMIMETY ittt e ettt e et e ettt e e e et e s st e e e e e e e e e eeeeeeeeeeeeeeeennnnnnns 164
4 CONCLUSIONS ...t ettt e e e ettt b e e e e e e et e e e e e e neeeanan s 167
S LITERATURE ...t ettt e et et e e e e e e eeanns 171



INDEX OF FIGURES

FIGURE 1: CLASSIFICATION OF INSTITUTIONS «..vveeiutteeesseeessueesessseessssesessesesseessssssessssesesssessnsessssssssssssnsenssnssnssessssssessnseneens 17
FIGURE 2: INSTITUTIONS AND TRANSACTION COST.euuveeureerureesseesseessessseessssensessseesssessseessseesseessssnsessssessesssessssessseessessssseense 21
FIGURE 3: IMPACT OF INSTITUTIONS ON INCOME AND GROWTH ...cetttiautitteeeaaintteeesannreeeesesunreeeesessennnreeeesasnnseeeesannnseneesssansenees 25
FIGURE 4: HIERARCHY OF INSTITUTIONS AND LEGITIMACY ...uveeuveesureeueesseeseseesseessesesessseesssssessesssssensesssessssesssessssssnsessssssssesnses 39
FIGURE 5: SPREADS OF INSTITUTIONAL QUALITY OF FORMER EUROPEAN COLONIES: SAMPLES |, HAND Hl....cveeieiiiieiiee e 49
FIGURE 6: BOTSWANA’S INSTITUTIONAL RANKING (INSTGOV VIII) AGAINST SELECTED COUNTRIES WORLDWIDE ..ccvveererrenveennnennne 59
FIGURE 7: BOTSWANA’S RANK AMONG FORMER BRITISH COLONIES. OLS REGRESSION INSTITUTIONAL QUALITY VS. INCOME........... 60
FIGURE 8: PHASES OF INSTITUTIONAL TAKEOVER IN BOTSWANA. .. ..ceitterutieteenttesteenieestesteesieesseteesseesasesabeesssesssesnseesasesnseenses 88
FIGURE 9: NIGERIA’S GPD PER CAPITA (CONSTANT 2000 USD) AND WORLD OIL PRICES 1960 —2008. ......ccccvveeeireeeireeereeenns 102
FIGURE 10: NIGERIA’S INSTITUTIONAL RANKING (INSTGOV VIII) AGAINST SELECTED COUNTRIES WORLDWIDE ....cccuvveeenrreeereennns 105
FIGURE 11: NIGERIA’S INSTITUTIONAL QUALITY (INSTGOV) AGAINST BOTSWANA FROM 1996 TO 2008 ........cccveeveerireereenenne 106
FIGURE 12: OLS REGRESSION INSTITUTIONAL QUALITY VS. INCOME N=37 — SCATTERPLOT ....eeuveerveernreenueenieeeveenseesneessneseeses 107
FIGURE 13: FIGURE 6: THE BORNU EMPIRE IN MID 19TH CENTURY NIGERIA. .....etteiiiiirreeeeainrreeeeesnnreeeeesmreeeseeesesmnneeeeesnnnnee 110
FIGURE 14: FEUDAL SYSTEM AFTER 1814 IN THE BORNU EMPIRE c....ueiiiiiieiiiitce ettt ettt e e sttt e s s e e s s 112
FIGURE 15: TRANS-SAHARAN TRADE IN THE 2OTH CENTURY ...evtteeieiuuiieeeeeniieeeeeesieeeesssetateeseesssansseeesssaseneesssanseneessssnssnees 124
FIGURE 16: FIVE STAGES OF COLONIAL CONTROL 1eetttuuuttteeeaaunteesesausreeeessaunteeeessasnnseeaesaaunseeeesaaanseeeessannseseessanseseessesanannes 133
FIGURE 17: INDIRECT RULE IN BORNU ..cetiiiiiiiiiiieiiiiiiiit ettt ettt e e e et e s e e s e e e e e s e e s e bbbttt e ee s et aeaaaeesessssannnnnn s annnnsnrsrnsaaeeens 139
FIGURE 18: POLITICAL STRUCTURE IN BORNO STATE AFTER 1976 ...oveiiiiiiiiieiiiiieie et reree et e e e ee e e s e s s e s e s ssssnnnnene 156



INDEX OF TABLES

TABLE 1: HIERARCHY OF INSTITUTIONS .ettitieieeeiiuuiunrererettteteteeeeeeseesasaassesesasaasnssssnsaseseteaesasassessesesssssssnssssnnsnnnnsnssrereseeenens 20
TABLE 2: EXOGENOUS AND ENDOGENOUS VARIABLES OF THE WORKING HYPOTHESIS «...eeuveeueesireenieenieesreesseesseenseesseesssessseesans 34
TABLE 3: 95 FORMER COLONIES AND PROTECTORATES AND THEIR VALUE OF INSTITUTIONAL QUALITY TODAY ....eetteeerureeeesernreeeennns 45
TABLE 4: REPRESENTATIVE COLONIES AND PROTECTORATES OF THE BRITISH SAMPLE «..veeuveeetiesreesieesireeteessnessseesseesseessnsesssessnnes 51
TABLE 5: BOTSWANA ECONOMIC PERFORMANCE IN COMPARISON TO OTHER ECONOMIES ....eeeuvveeeerereieieeesieeeeeneesveeesreeee e 57
TABLE 6: EXOGENOUS AND ENDOGENOUS VARIABLES OF THE WORKING HYPOTHESIS «...eeuveeuiesireesieenieesreesseesseenseesseessseesseesanes 94
TABLE 7: NIGERIA ECONOMIC PERFORMANCE IN COMPARISON TO OTHER ECONOMIES ...eeeuvveeeeieeeriieerieeesveeeseeeesenee s saveeens 101
TABLE 8: CONTRACTUAL AGREEMENTS OF TRANS-SAHARAN TRADE IN THE 19TH CENTURY eeuvveeuieeieerienieenireeseenseesieeenseenneeeas 128
TABLE 9: OVERVIEW OF NIGERIA’S POST-INDEPENDENCE HISTORY...cuuvteuteesurerreenseesuessseessessnsesssesssnsesssessssesssesssessnsessseessssens 149
TABLE 10: EXOGENOUS AND ENDOGENOUS VARIABLES OF THE WORKING HYPOTHESIS ....cceeiiairreeeeeaireeeeeennreeeessenreeeeseessnnnee 166



1 INTRODUCTION

1.1 PROBLEM STATEMENT AND AIM OF STUDY

In March 1957, the Gold Coast, a small British colbegame the first sub-Saharan nation to
gain its independence. From the early independags @n, economists were enthusiastic
about Ghana’s potential for economic growth. At tirae it had arguably the best schools on
the continent. Many roads and hospitals were bbuilj. There was also a good amount of
investment. American, British and German companigpressed interest in investing
(Easterly 2002, p.25).

History has proven economists wrong. Today, mostratans are not much better off than in
the early 1960s. Per capita GPD (in constant 208D)_has hardly grown from 280 USD in
1960 to 343 USD in 2009 (WDI 2010). The Human Depeaient Index issued by the United
Nations ranks Nigeria 180 only slightly higher than Myanmar or Yemen (UNR&10).

Unfortunately Ghana’s story is not unique but amnegle for many other sub-Saharan
countries. After independence, former African caésnbecame a playground for economic
advisors and researchers. Yet economic develophenteen low. What went wrong and
why is it so difficult to achieve long-term econangrowth in Africa?

This thesis aims at investigating the lack of eeoicadevelopment in former African colonies
from an institutional perspective. Institutionalbeomics maintains that social, political and
economic institutions shape human interactionsemmhomic transactions and thus contribute
to economic development. Over the past two deca®siomic research has confirmed that
the quality of a country’s political and economitstitutions “trump” all other factors in

explaining long-term economic growth.

If good institutions are important for economic \gtb, then the consequent question is why

such institutions have not emerged in post-coloAfalca. This question is still a subject of



ongoing research. Important areas of research feensng others on the influence of
colonisation and the impact of local norms, cultamed traditions. This thesis aims to

contribute to this field of research.

Colonisation is a fascinating field for institutidreconomics, because it provides something
like a “natural experiment” in history. During thmolonial era, subjected non-European
societies found themselves confronted with Europestitutions, which they largely retained

after independence. Seen from this institutionakective, colonisation was a period of
intensive institutional transfer. But the adoptidnEmropean institutions was generally not

without friction and had very diverse outcome imis of institutional quality.

This thesis wants to contribute to the questioma# institutions emerged or how they are
established under colonial rule. It presents twontty studies of former British colonies in
which the impact of colonisation on institutiona@velopment is investigated. It advances the
hypothesis that the factors related to the instital transformation under colonial rule

account for the institutional quality of the mod@ast-colonial states today.

The thesis develops a theoretical framework ofitutgtnal hierarchy which is based on
recent institutional research. The thesis’s findingnderline the impact of colonisation on
institutional development. They also indicate arsly - and so far underestimated — influence
of cultural norms and traditions on institutionaidadjty (i.e. informal institutions) and hence

on long-term economic growth.
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1.2 TERMS AND DEFINITIONS

The thesis will use specific terms which are disedsand clarified in this chapter. The
following section explains the terms economic depeient, long-term economic growth and

sustained growth, industrialisation and finallytitgions.

1.2.1 Economic development and long-term economic growth

“Economic development” is a multifaceted concefit.embodies not just income and
economic growth but also socio-economic achievemaunich as lower infant mortality,

higher rates of literacy and life expectancy. Chanigeper capita income, which is usually
measured in GPD per capita, are too often usecpeasxg for economic development. Even if
GDP per capita is corrected by purchasing poweltyp@?PP), its changes over a period of
time fall short of explaining the massive sociall @tonomic transformation which this study

understands by the term economic development.

Economic historians are more interested in thetquresf how “long-term economic growth”
can be achieved. In this thesis, long-term econarogvth will be used synonymously with
the term “sustained growth”, which was first coineg Walt Rostow in the 1960s. In his
theory sustained growth describes a final stagecohomic development, “...when growth
becomes [a society’s] normal condition.” (Rostow A99. 36) Rostow’s theory of stages of
economic development takes a focus on capital imex#t. It was modelled on the example
of the industrialisation process of Western andofean countries. These countries achieved
sustained growth or long-term economic growth afé&r economic “take-off” during
industrialisation (Rostow 1990, p. XVIII).

Rostow’s theory maybe somewhat outdated today, tbudlds some important truths. First,

long-term economic growth is a rather modern phesrmn It is probably safe to say that it
was born after the Industrial Revolution in Britairhis has also been pointed out by Simon
Kuznets, another development economist of the 19&0gnets 1967, p. 487). Second, the

fact that the industrialised world today experienewerage annual growth rates of 1-2 per

11



cent is also explained by Rostow. Average sustagushomic growth of 1-2 per cent is a
dramatic change compared to pre-industrialiseddine the period from 1590 to 1820 the
Netherlands was the leading industrial nation. i¥etaverage growth rate in real GPD per
capita was around 0.2 per cent. Similarly, the &thiKingdom experienced average annual
growth of only 1.2 per cent from 1820 to 1890. Tégmewth may not seem impressive given
growth rates of today’s emerging economies. It &hdae noted though that a sustained
average growth rate of 2 per cent means that amatlGDP per capita doubles in only 35
years (Ray 1998, p. 48-49).

The term “industrialisation” has been mentioned aes$erves some clarification. It was
coined to describe the socio-economic changes wiodk place during the Industrial
Revolution in Britain and the Western world that daled suit. Although the term
industrialisation has become somewhat outdated ademm literature, it is still worth
mentioning here, because it stresses the socialeandomic changes that always occur
together before the stage of sustained growth héeged. The social component cannot be
undervalued in this context. If pure economic giowtto end in sustained growth it has to be
accompanied by a range of measurable social changes

a. Demographic transition: Initially the death ratelanater - the birth rate drop and the
population grow rapidly. Thereafter deaths andhbitevel out a low rate and the age
pyramid changes again as the population ages (Ra8; p9299-307).

b. The life standard of the majority of the populatiases. This is usually reflected by
lower levels of economic inequality and measuredheyGini coefficientt Today, the
Gini coefficient is often used to measure degrdesconomic inequality. In the best
of cases, the Gini coefficient abates to somewbhelew 0.4 (Ray 1998, p.188-193).

! The Gini coefficient (also: Gini index) is based on the Lorenz Curve which displays the proportion of
the total income of a population that is cumulatively earned by the bottom x% of the population. The
Gini coefficient can range from 0 to 1. A low Gini coefficient (closer to 0) indicates a more equal
distribution, with 0 corresponding to complete equality, while higher Gini coefficients indicate more
unequal distribution, with 1 corresponding to complete inequality (Samuelson and Nordhaus 1998, p.
344-7).

12



c. Socio-economic patterns change. A smaller proportb real income is spent on
alimentation (Buchheim 1997, p. 24). Urbanisatiooréases as people leave the
subsistence economy and participate in the labarkets (Ray 1998, p. 36-37 and
345-348).

Many theories exist on how long-term economic gtoedn be achieved. To present them all
would mean a thesis of its own. The following wiierefore focus on one such theory which

will provide the theoretical framework for this dyu The new institutional economics (NIE).

1.2.2 Institutions, transactions and economic development

Over the last two decades, economic research tdeglumed the importance of institutions in
explaining economic outcomes. Institutional ecorsismhave been awarded Nobel Prizes for
their groundbreaking work in areas such as tramsadosts, the economic governance of

common resources or applying institutional theoargxplaining economic development.

Douglass North, one of the founding fathers ofrtber institutional economics, has described
economic development as a history of specialisaind social distribution of labour. As
people emerge from subsistence economy they iretbas productivity by specialising on
one or a few items they produce. In this sense aoan development is a process of
increasing specialisation and thus increasing pidty of a society. As people specialise
they grow more dependent on others to provide twémthe goods (e.g. foodstuff) they need
for every day survival. This means they need tosaat (i.e. sell) their surplus production. It
is simply more productive to specialise and useketaransactiorfsthan to produce most
things by oneself (i.e. in subsistence economyndde transactions become more frequent

and more complex as an economy develops (North 48d@3North 1981).

Transactions are not just the exchange of comnesditRather, transactions comprise the

transfer of (legal) ownership rights and dutiesg&@rewegen 2010, p. 13). Unfortunately,

2 It will be shown at a later stage that markets are not the only place to execute transactions.
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transactions are not coordinated in a vacuum. RoGakise was the first economist to point
out that the costs of using the price mechanismarikets is not free of charge (Coase 1937,
p. 390). Until Ronald Coase’s groundbreaking worle gnoblem of transaction costs had
been neglected by neoclassical economics. In isspéiorm neoclassical theory assumes that
transactions are executed without costs. In rehliwever, economic actors spend time and
money to find the best product that suits theirdsedhey set up costly contracts to ensure
that their business partners will keep their wofFdansaction costs are highly contextual.
Among others, they depend on the conditions oftheket, the goods and the information the
economic actors hold. In many cases actors aratant@about the economic outcome of their
transactions. To get more information comes at iaeprA range of so-called market

imperfections are another reason for uncertaintighvagain leads to transaction costs.

Broadly speaking transactions costs fall in threegaries:

I. Search and information costs are costs requiredato information regarding the
quality of a product or the seller.
[I.  Bargaining costs are costs related to the conclusi@ancontract.
[ll.  Monitoring and enforcement costs incur to make s$hia¢ the other party commits to
the contracts. This also includes costs to enfavoe’s rights (e.g. at court).

(Groenewegen 2010, p. 22)

Transaction costs can be measured. One way imfgystcalculate the value of resources used
in executing and enforcing a transaction. Anothay vg to indirectly measure the differences

in price levels on markets (Wang, 2003, p. 2).

The new institutional economics has set out toemirthe omittance of transaction costs. It
has put the problem of minimizing transaction caatsts core. This is where institutions
come into play: They effectively - even though mbwvays efficiently - reduce transaction
costs. This observation concludes Douglass Nottiesry of increasing specialisation and
transactions. The more developed an economy thee nfimquent and complex its
transactions. Developed economies therefore useraefvork of efficient institutions to

organise their complex economic transactions. Betiten costs and the efficiency of these

14



institutions can be seen as indicators for thellefeeconomic development of a society.
Economic stagnation, on the other hand, is consttiéne result of inefficient institutional
framework (Reuter 2000, p. 222-3 and 231).

Before explaining institutions in more detail in thext section, a brief summary concludes

where we stand at this point of the thesis in ikeus$sion of three key economic terms:

I.  Economic development is used to describe the saaleconomic transformation a
country or regional entity undergoes before reaglive stage of long-term economic
growth (i.e. self-sustained growth).

Il.  Analogously, institutional developménis used to express the necessary parallel
institutional transformation necessary to allow pter transactions at reasonably low
transaction costs.

lll.  The term economic growth, income, economic perforceaor simply growth is used
to express short time — and not necessarily sudikan economic growth as often

expressed by an increase in GDP per capita overiadpof years.

1.2.3 On institutions

In this section a more elaborate definition andgfécation of institutions is provided. Simply

speaking, institutions are rules that facilitasngactions (Groenewegen et al. 2010, p. 5).

Groenewegen’ definition says what institutions @bey facilitate transaction. This, however,
does not settle question of what institutions &euglass North defines institutions as the
“humanly devised constraints that structure hunmdaraction” (North 1990, p. 3). North’s

definition states what institutions are: constmsi(ite. norms, rules) which organise human
interaction. Although North’s definition is broadlysed, it does not have universal

acceptance.

® A more detailed discussion of institutional development and institutional change will be undertaken in
section 1.4.2.
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The definition of Oliver Williamson, another foumdi father of the new institutional
economics, builds on North’s and includes orgarmgat structure and aspects of governance,
which shape North’s “constraints on human inteoadi. Williamson’s understanding of
institutions allows constructing a hierarchy of tingions, which is important for the
theoretical framework of this study and will bealissed in more detail in section 1.2.3.3
(Williamson 2000).

This study uses another, most inclusive and yeplsirdefinition. It comes from the British

institutional economist Geoffrey Hodg$omvho defines: “.. institutions as systems of
established and prevalent social rules that strecacial interactions. Language, money, law,
systems of weights and measures, table mannerdirarsd(and other organizations) are thus

all [examples of] institutions.” (Hodgson 2006,2).

Hodgson’s definition is highly useful because itgpa focus on non-economic institutions
(e.g. language) which - as this study intends towsh- have an impact on economic

transactions and economic development.

Whereas Hodgson’s definition will set the standiandthis thesis, two important features of

institutions still need further discussion.

First, institutions can be best understood wittie specific historic, geographic, social etc.
context in which they are established. Their hightext-specificity is he reason why case
studies on institutions are so important and comesitry comparative studies often yield

unsatisfying results.

Second, institutional change is path-dependenttfN2005, p. 62). This basically means that
the consequences of historic event and randomrostances (i.e. historic contextual factors)

can determine the possible outcomes of institutioleaelopment and their path of further

* It would be incorrect to group Geoffrey Hodgson among the group of new institutional economists.
His approach is broader (e.g. not necessarily limited to their effects on transaction costs) and has
been inspired by Veblen and others — sometimes referred to as “ institutional economics” (Hodgson
2007)
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developmenteven if these factors are no longer rele® (North 1990, p. 94)In other terms:
Once a spefic institutional arrangement has been establisheda solution to a specit
problem of human interaction, this solution mayk-in. Any further changes will be
development of this institutional solution rathdran a completely new institution
arrangement.A famous example of patdependenceamong economic historians is 1
prevalence of the QWERTY based keyboard against rafireient versions of keyboal
layouts (David 1985;

1.2.3.1 The classification of institutions

At this point it should be cleawhat the thesis understands by institutions. Tégign gives ¢

classification of the various types of institutiamsged in current literatul

Institutions

' !

Formality Hierarchy Areas
— Formal — Level 1 — Feconomic
— Informal — Level 2 — Political

— Level 3 — Law
— Level 4 — Social

Figure 1 : Classification of institutions
Source: Jitting 2003, p. 14

® path-dependency or path-dependence is originally a concept developed by evolutionary economics
used to explain technological change (see for example Cowan 1991).
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Figure 1 presents a simple overview on how instihg can be classified. The three main

categories (Formality, Hierarchy and Areas) willuseful for the remainder of this thesis.

I.  Formality: The distinction in formal and informailstitutions and
[I.  Hierarchy: The classification along a legitimacyimdtitutions

lll.  Areas: The classification along areas of humarracten

1.2.3.2 Formality: Written and unwritten rules

The distinction between formal and informal indtdns follows again Douglass North.
According to him, formal rules consist of writtemles and constraints such as constitutions,

the law and regulations etc.

Informal rules are unwritten norms of repeated huiméeractions. They embody moral codes
and norms, which can be very diverse across cglt(Rorth 2005, p. 50). Examples of

informal rules are:

a. Extensions, elaborations or modification of formaés
b. Socially sanctioned norms based on tradition, cejtteligion or customs

c. Internally committing standards of conduct (moraséd rules) (North 1990, p. 40-1).

People in developed economies rely on highly deedloformal rules (such as the law) but
also on informal institutions to facilitate transans. In less developed economies, informal
institutions prevail, because formal institutioressé not been established yet or because they
are ineffective. The study will return to this distion at several times. At this point, it
suffices to state that countries and societiesgmam@ long way organising their social and

economic transactions by informal rules (Juttin@2@. 11).
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1.2.3.3 Hierarchy: A taxonomy of institutions

A second important way of classifying institutioissby hierarchy of legitimacy. In 2000,
Oliver Williamson proposed a scheme of four intemected levels of institutions. The
highest level (level 1) enjoys highest legitimaoyg amposes constraints on lower levels. This
means people would rather follow rules of instans of higher level, if in conflict with lower
ranking institutions (Williamson 2000). This is agaery important for the aim of this study,
because it means that distinct institutions caraikerbnflicting norms of behaviour and
(economic) interaction. Obviously these conflicte aettled along the hierarchy presented
below. In cases of conflicting norms lower rankingtitutions will be ignored by individual

actors in favour of higher ranking institutions.
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Level

1. Informal
institutions related
to social structure of
the society

U

2. Formal
institutions related
to law and
bureaucracy

U

3. Formal
institutions related
to governance and
rules of doing
business

U

4. Formal
institutions which
regulate resource
allocation (incl.
employment)

Examples

Cultural norms,
religion, customs

Formal rules
defining property
rights, the judiciary
system

Specific laws and
regulations defining
contractual relations
(e.g. limitation of
liability, business
contracts)

Adjustments of
prices according to
neoclassical
analysis, setting
incentives

Table 1: Hierarchy of Institutions
Source: Own based on Williamson 2000 and Jutting 2003

Changeability

Very persistent to
change. 100-1000
years.

Long horizon to
change (10-100
years). Shocks and
crises may affect
sudden change.

Mid-term horizon
(1-10 years)

Short time
adjustments,
continuous

1.2.3.4 Areas: Classification along areas of human interamn

Effect

Defines the way a
society conducts
itself

Defines the overall
institutional
framework

Defines the "rule of
the game”

Define marginal
conditions under
which markets
function

The third presented system of classification (lgaarof human interaction) is to a large extent
overlapping with the other two categories. Polltidagal, social and economic institutions
can be found at all levels of Williamson’s hierarciihey can take both written and unwritten
form. Furthermore, this third classification alorageas of human interactions is less

established than Williamson’s hierarchy of instans or North’s distinction along formality.
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It is, however, still noteworthy for this thesisedause it expands the limited scope of

institutions beyond purely economic rules.

Political Institutions
reduce/increase . .
o Legal Institutions
Social Institutions

iinﬂuence

Transactions | reduce/increase
Ccosts

Economic Institutions

Transactions & Markets

Figure 2: Institutions and transaction cost
Source: Own

Economic institutions place rules that define thredpction, allocation and distribution
process of goods and service, including marketsifgi2003, p. 14). The common feature of
economic institutions is that they directly affécansaction costs. Research on economic
institutions is plentiful and focuses among others property rights (e.g. Acemoglu and
Johnson 2005 and Kerekes and Williamson 2008), ehamlechanism including contracts and
money (e.g. Greif 2005 and Nenovsky 2009) but agb exchange (Landa 1994) and
technology (e.g. Mokyr 2002, Aker 2008).

Political institutions usually provide rules foretipolitical structure of a society. This includes
among others norms that shape how political rulestablished and how political power is
constrained by checks and balances (e.g. Olson, 198I8ifer et al. 2003, Acemoglu and
Robinson 2005). The main difference between econamsttutions and political institutions
is that the latter affect economic transactions oty directly by also — importantly —

indirectly via their influence on economic instituts (Acemoglu and Robinson 2006). Other
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important questions, which are closely related witfitical institutions, are the effect of the
centralisation of political power, such as by témat(Gennaioli and Rainer 2005) and the
relation between neo-patrimonial rule and politigaktitutions (Englebert 2000a and
Englebert 2000b)

The law system itself is an institution, becausé&hbility to produce rules with an impact
on economic actions. In modern states today theskstem is a highly formal institution.
Other, less formal legal institutions exist. Fromexonomic point of view those that enforce
property rights and contractual enforcement arenagaportant (Acemoglu and Johnson
2005, Greif 2005, Greif 1993). Institutional resdahas discussed the efficiencies of various
law systems such as the British common law and teedh civil law (e.g. La Porta et al.
1999).

Social institutions include social factors with m@ative effects on human interactions.
Examples include among others education and hurgitat (e.g. Grier 1997), social capital
(e.g. Guiso et al. 2008, Knack and Keefer 2005puidation and population density (e.g.
Platteau 2000, Acemoglu et al. 2002) culture (&giso et al. 2006) and perception of
(working) time (e.g. Pirker 1997). All these sodiattors are considered to have an impact
either directly on transactions costs or - moresroft- indirectly via their influence on

economic institutions.
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1.2.3.5 On the quality of institutions

What makes “good” institutions? What do economistean by efficient institutional
arrangements? Before the discussion of institutcamsbe closed, a few words are necessary
about how this thesis understands the distinctetwéen effective and efficient institutions.
The distinction becomes clear with a small exampleich is taken from the Nigeria case
study later in the tekt

If a local political leader uses his authority tesign scarce plots of fertile farming land
among the villagers than this is an effective toson. It lowers negotiation costs among the
farmers. Assuming that the authority of the leadennquestioned, this is a rather effective
way of allocating resources. It may also be effitigf no better allocation mechanism is
available for the villagers. If — over the coutdetime — the right to allocate land has been
without political checks on the leader, the practicay have led to extortion and rent seeking.
The village leader has started to charge paymanhif “services”. This fee may still be
below the expected economic profit of the new ladér, but the financial loss stifles
necessary investment in the farming sector. Thastution is still effective, but it has become
increasingly inefficient from an economic standpoiGiven the persistence of informal
institution, the practice may persist for generaioeven if a more efficient allocation
mechanism (e.g. a property market regulations getby the government) has been

established.

In existing literature the terms effective and @ént institutions are often used imprecisely.
Furthermore, scholars frequently speak of “weak”gador” institutions, meaning inefficient
from an economic perspective. These institutionk téareduce transactions costs and to
facilitate transactions. “Good”, “strong” or “higiuality” institutions are used to describe
high level of economic efficiency.

® See more examples of efficient and inefficient institutions in North 2005, p.57-8
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1.3 STATE OF THE FIELD

1.3.1 How institutional economics help us explain economiunderdevelopment

A rich body of research has discussed the role aitigal and economic institutions in

explaining long-term economic growth.

The contribution to the field by Douglass Northfseory of institutions, specialisation and
economic development has already been shown (N&TB and 1981, see section 1.2.2). In
the years after North’s theory, a group of econtsriissted its assumption in a range of cross-
sectional country studies. They have so far comduthat the impact of institutions on
income and growth “trumps” all other relevant fastde.g. geography, ethnic diversity).
Their studies usually used GDP per capita as pfoxyincome or growth and various
variables and indices as proxies for institutiomadlity (e.g. Rodrik et al. 2004, Easterly and
Levin 2002, Knack and Keefer 1998, controversigigichs 2003).

Among the studies on the economic impact of insbins the study by Rodrik et al. deserves
to be examined in greater detail. In two studiesdfikcet al. 2002 and Rodrik et al. 2004) the
authors ran a systematic series of regression ichwincome was related to measures of
geography, integration into trade and institutioffiey concluded that the effect of
institutions trumps all other possible factors (eggography) and that the quality of
institutions has a positive effect on integrati®@heir research has led the discussion not only
because of the high quality of analytical resedrelgression, choice of samples) but also
because of their convincing attempt to layout incwhways (direct and indirect) institutions
affect income and growth. The following figure iased on Rodrik et al. 2002 and is taken
from Jitting 2003.
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Figure 3 : Impact of institutions on income and growth
Source: Jutting 2003, p. 20 based on Rodrik et al. 2002

1.3.2 Where doefficient institutions come fromr

Once the field haestablished a clear and positive relation betwastitutions and grow,
institutionalresearc turned to he subsequent questionthe origin of suclinstitutions with
an positive impact on economigrowth The subsequentliscussion of how efficier

institutions evolve is still ongoing. is also at the centre of this thesis’ investigativaly

Broadly speaking the literature on the origin ofitasions falls into two categories which &
relevant for this thesis

I.  Culture matters: Beliefs and norms shared by pomuatshape the institutions a
influence their development patt
[I.  Colonial heritage matters: Colonialism is seen asogeof intensive institutione

transfer. Institutions creed under colonial rule persist until tod
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1.3.3 Culture matters

Economists can find it difficult to work with cultet and cultural norms. In most cases they
take culture as given (Williamson 2000, p. 596).rtNadefined culture in 1994 as “the
intergenerational transfer of norms, values andstié@North 1994, p. 384). Accordingly most
institutional economics have treated cultural noamsinformal institutions (North 2005, p.
50).

The idea that norms of generalized morality inflceeleconomic outcome has been advanced
among others by two important scholars. David Lanf&©98) and Jean Philippe Platteau
(2000) have emphasized the relevance of culturddwment of societies to their institutions

and hence economic development.

The impact of informal institutions on economic iass and decisions should not be
underestimated. A rich body of literature has sugabthis argument. Case studies have
examined examples of how informal institutions mwncertainty and lower transaction
costs. Avner Greif used the problem of contracerfiorcement to illustrate how cultural
beliefs can affect institutional development. Hislwknown study revealed different
institutions of contract enforcement applied by thédividualistic Genoese traders and
collectively acting Maghribi traders in the™ gentury (Greif 1993). Pejovich has argued that
the process of transition in Central and Eastermigifrom socialism to capitalism has been
a cultural issue rather than a mere technical Begyich 2003). Other examples include gift
exchange in stateless societies in the Pacificdaa®94) or organisation of pirate societies
(Leeson 2007). A related idea with a rich fieldlitdrature emphasized the effect of social
capital and trust on economic and political insitas (e.g. Putnam 1998, Glaeser et al. 2000,
Knack and Keefer 1997). A rich body of literaturashapplied economic models and game
theory to further investigate the connection betwealture, institutions and economic
performance (e.g. Tabellini 2007, Guiso et al. 2@Bif et al. 1994, Greif and Laitin 2004).
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More recently, the distinction between informal dormal institution$ has proven useful to
explain the impact of cultural norms on economihawour. According to this line of
research formal institutions need to be embeddatirwithe existing local culture (i.e.
informal institutions) to “stick” or otherwise ladlegitimacy (Boettke et al. 2008, Claudia
Williamson 2009). The concept of the primacy ofommal institutions over formal
institutions is noted by Oliver Williamson (Willisson 2000, p. 596-598), but the idea of
embeddedness ultimately originated in the fieldeobnomic sociology with the influential
work of Mark Granovetter (Granovetter 1985, Smeéset Swedberg 1994).

1.3.4 Colonial legacy

Writing about colonial legacy can be thorny bussfes economists. Decades after the end of
colonisation the intellectual debate over the pasiand negative impacts of colonisation is
still very much alive. This study is not interestadustifying or condemning colonialism. On
the contrary, the list of former colonies showsl@lels of social and economic development
and includes countries as different as Australid &omalia. The distribution of colonial
winner and losers is even and wide spread whigttgjclaims from both sides of the deBate
(Lange 2009, p. 2).

For the investigative aim of this thesis the coddnperiod simply provides a “natural
experiment” in which foreign institutions have bemnposed on existing frameworks of

largely informal institutions of local populatio&cemoglu et al. 2004, p. 20).

The origins of colonial institutional research cae traced back to early influential
contributions of — among others — Engerman and I8&kdcemoglu et al. and Rafael La

Porta.

" See our discussion in section 1.2.3.2
® This point will be made again in this thesis using the spread of institutional quality in former British
possessions (see section 1.4.3.1).
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Engerman and Sokoloff examined the effects of faetmlowments and colonial rule for the
subsequent economic development of colonies withenAmericas. The authors argue that
initial differences in endowment of land and naltuesources are the reason for diverse paths
of institutional development (Engerman and SokoRf#D2, Sokoloff and Engerman 2000).
Acemoglu et al. (2001a) investigated the historaradins of current institutions and focused
on distinct settlement strategies as a main fattarPorta et al. (1999) also examined the
importance of colonial rule, but they focused ostidct legal institutions, which had been
imported by the different colonial powers, and theng-term consequences for the protection
of investments and property rights. Since then,fibld has developed significantly. Cross
country comparisons using regression models hawderliined the connection between
various degrees of success of this institutionahdfer and the disparities in institutional

quality in former colonies today (Gennaioli and Ra&iB005, Lange 2004, Englebert 2000).

In recent years, more narrative analytical coustuglies have tried to move the field beyond
simply estimating causal relationships betweerohistvents, institutional development and
economic outcome. Their goal is also to explain vahg how colonial history matters for
institutional and thus economic development. Mahyhese case studiepoint again at the
importance of informal institutions, which can besb understood in their historical and
cultural context (e. g. Robinson 2009, Lange 200@mn and Wantchekon 2009, Huillery
2008, Berger 2008).

1.3.5 Indicators and methodological weaknesses of curremésearch

With increasing research on institutions and ecan@rowth, indicators have been created to
measure institutional quality. Important indicatéosinstitutional quality have come — among
others — from the International Country Risk Guidg.(@sed by Knack and Keefer 1995) or
have been constructed on settler mortality and ladipan density (Acemoglu 2001a and
2002). Recently, the Governance Matters Indicagssad annually by the World Bank have

° The terms “country studies” and “case studies” are used synonymously in this context. “Case
studies” are the more precise term, because some studies focus on regional or ethnical entities
smaller than countries. “Country studies” is the term more commonly used in the literature.
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been broadly used (Kaufmann et al. 2009). But the afsindicators and cross country
regressions in general may have methodological messes (see a good overview on
indicators in Aron 2000).

From a methodological point of view, the use ofigatbrs in particular in cross country

studies, which make the majority in the field sg fae plagued by some problems.

a. The quality and availability of the data that ased to build the indicators. This
problem is especially grave in developing countries

b. Weaknesses of proxies used for economic developrienwt well does the indicator
depict the institutional quality or economic deyeient?

c. Reverse causality

Although databases are becoming more and morelatgt#the quality of the data source (in
particular when coming from less developed cousineill be a problem for a longer time.

Studies will have to move from the aggregate ledwvekpecific case studies to be able to
exploit country specific sources of data. This ofirse will reduce generalisability of the

results (Ménard and Shirley 2008, p. 633-4).

Per capita GPD is a good measure for economic grbuit falls short of explaining economic

development which leads to long-term economic gnofsee discussion of key terms above).
A range of indicators is necessary to describestio-economic changes that induce long-
term economic growth. The use of additional indicatsuch the Human Development Index

compiled the United Nations Development Programidf¢dP) complement the picture.

Another methodological pitfall is reverse causalthich relates to the question whether
institutions are exogenous or endogenous to ecangrowth. In other words: Is growth the
outcome of high quality institutions or rather aficient formal institutions the result of
economic prosperity? (Jutting 2003, p. 21) Herdragnalytical case and country studies can
help tackle some these problems related with cayg&obinson 2009 or Berger 2008 are

good examples). Case studies are less vulnerableverse causality, because they collect

29



important contextual factors (historical contexigcdl norms etc.), which makes for a better

understanding of factors and variables influena@ognomic and institutional development.

However, case or country studies too suffer frompdrntant methodological weaknesses.

a. They may differ in their understanding of key terfagy. institutions).

b. They also often neglect to define the conceptuahéwork they apply. It is necessary
to clearly spell out how other factors influence tielation between institutions and
economic growth (Juttgen 2003, 27). More compaeatwalytical narratives — i.e.
narratives using a common methodology and commanemual framework to assess
a larger sample - would allow identifying regulest with greater confidence (Ménard
and Shirley 2008, p. 634),

c. They are context specific and lack generalisability

1.3.6 Building on the state of the field

While institutional research has been quite sudokss explaining some areas of economic
development (e.g. how institutions developed in fes Europe), more research on how
institutions evolved in the developing world arecegsary. In particular research of former
colonies could promote understanding of the changesorms and beliefs that underlie

successful institutional development (Ménard anidl&h2008, p. 633).

This thesis aims to contribute to ongoing researath will connect to the state of the field in

two research areas mentioned above: culture andiebhistory.

It aims to contribute to the questions of how tgibns have developed under colonial rule.
In this context, colonialism will serve as a “naluexperiment” or simply as a phase of
possibly intensive, institutional transfer. The disewill use historical economic and non-
economic sources to investigate the role of nomaskeeliefs (i.e. informal institutions) in this

institutional development.
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The thesis will present two case studies on irtgtital development under colonial rule. Both
studies follow the same conceptual framework wtiohsists of a working hypothesis, a
theoretical model and a common research methodoldbgg hypothesis helps determine
factors, variables and outcome of the researchtignes The theoretical model uses the
concept of embeddedness and the primacy of infoinsitutions to create a theoretical
framework and applies it in both case studies withaim to investigate how institutions
evolved under colonial rule. Finally, both casedsts follow a single common methodology
and structure. Two cases are hardly enough to nedmist conclusions and allow only very
limited generalisability, but more case studiedofwing the same conceptual framework

would allow testing results among the samples aiddriand European colonies.
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1.4 BUILDING A CONCEPTUAL FRAMEWORK

The conceptual framework of this thesis is mearseiwe as a guiding structure. Its aim is to
ensure scientific advance and credibility of theaosions. The basic framework comprises

three components:

I.  The conceptual framework includes a working hypsihewhich is subject to

change and revision based on the findings of tee studies.

[I.  Furthermore the framework presents a theoreticalehbased on current research
of institutional economics. The theoretical framekvovill be used as tool of

analysis in the case studies.

lll.  Finally the conceptual framework will present ae@sh methodology to ensure
that the two studies (and other, later studieshef author) are conducted in a
comparative way — particularly in terms of its sttre and specific institutions

examined.

1.4.1 The working hypothesis

The thesis compares the experience of two formetisBricolonies in terms of their
institutional transition and adoption of Europeamstitutions in a scientific manner.
Ultimately, its aim is to identify regularities wdi can contribute to the falsification, revision

or to the support of the working hypothesis.
Working hypothesis:
The variations among the extent to which importesiopean institutions clashed with the

pre-existing local institutions largely account fdrsparities in institutional quality and

economic performance in former British colonies toda
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The working hypothesis is based on recent pubtioatiof institutional and political

economists (Ménard and Shirley 2008 p. 633-634Emglebert 2000, p. 10-11). It builds on
the concept of “the imported state” (Badie 1992)cdxding to this concept, institutions of a
post-colonial state are more likely to promote ldegn economic growth the better local
institutions are integrated into the post-colommstitutional framework and the more formal
institutions of the modern state are embeddénl a society’s social networks based on its

history and culture.

Following the notion of the imported state, the king hypothesis is built on the following

propositions:

a. There was a transfer or import of European instiigt during colonisation (or in
shortly after i.e. in the first years of indepenckn The institutional transfer varied in
extent and intensity with each colony. In this setie colonial period can serve as a
“natural experiment” (Acemoglu et al. 2004, p. 20).

b. The transfer of institutions during or shortly affee. as a result of) colonisation led
to a conflict of institutions of various extent (@ebert 2000, p. 10-11).

c. The extent of the colonisation-induced institutiomanflict affects post-colonial
institutional quality directly and economic perfante indirectly (via institutions).
The latter effect been asserted by internatiorsaaech’.

d. The import of European institutions to the formelony took place regardless of the
colonising power. The hypothesis does not diffeatatbetween differences between

European colonial powers or between types of ceb(e.g. protectorate, colonies).

The hypothesis maintains that the institutionalflbcinduring colonisation largely — but not
fully — explains institutional quality today. THisaves spaces for other parameters outside the
hypothesis to affect institutional quality of formeolonies. The case studies will repeatedly
point to non-economic factors such as urbanisatiotraditional cultural norms. In order to
avoid reverse causality, the variables of the hypsis and outcome today need further

elaboration.

19 See section 1.3.1 on the relation between institutional quality and economic performance.
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First, point ¢) maintains that the institutionat@ame today is largely a result of institutional
change under colonial rule. The outcome (i.e. thality or efficiency of institutional
framework of the post-colonial state today) hasefoe to be measured. This is done by use
of a set of indicators presented in section 1.2.3.5

Second, exogenous variables shaped the proceastifiional development under colonial
rule and thereafter. Hence they influence the ou&d@.e. institutional quality) directly (e.g.
rich resources found after independence) and ictliyreia their impact on the institutional
development process in colonial times (e.g. gedygcdiactors limited or promoted expansion

of colonial influence). These factors need to lentdied by the institutional analysis.

The connection between the institutional qualitg &ong-term economic growth is not within
the scope of this study. In fact, the positive tretabetween institutions and economic growth
is taken as granted based on recent findings ideswcie literature. The following table

elaborates the distinctions between factors ancbouwt under the working hypothesis.

Exogenous variable Endogenous variable Outcome
Colonisation and factors Institutions (formal and The quality of the
induced by colonisation (e.g. informal) which were institutional framework
indirect rule, taxation, work established or which emerged (i.e. informal and formal
of missionaries) spontaneously under colonial institutions together) of the
rule or shortly thereafter modern, post-colonial state

Pre-existing institutions and
customs (e.g. based on
common culture)

External conditions such as
geographic factors,
historical events, resource
endowment with direct or
indirect influence on the
outcome.

Table 2: Exogenous and endogenous variables of the w  orking hypothesis
Source: Own
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1.4.2 The theoretical model

The theoretical model presented in this sectionldeses developed to guide the analysis of
institutional transformation under colonial rulés &im is to provide a theoretical foundation
to help explain observations of alterations ofitnbnal settings once they are confronted

with imported foreign institutions.

European colonial powers subjected a multitudeistirett ethnic groups and societies. Most
of these pre-colonial societies predominately ceba social norms grounded in their shared
culture to organise their social, political, andrmamic life. From an institutional point of
view, social and cultural norms or otherwise ingkitnalised rules based on a society’s belief
system function as informal institutions. They arewritten codes of behaviour which
structure social interactions including economamgactions (North 2005, p. 50).

The fact that pre-colonial societies predominatedgd informal rules puts them at the core of
the thesis’ theoretical model. How do economistplar the emergence of informal
institutions? How do informal institutions evolvadawhat is their influence on economic

outcome?

Many institutional economists would agree that infal institutions emerge spontaneously as
an answer to a specific coordination problem (@cgess to resources, high transaction costs).
(Williamson 2000, p. 597) In other words, informastitutions are believed to be set up by
humans to solve or facilitate specific problem. Th&titutionalised solution later becomes
part of a group’s shared culture. This genesis makermal institutions specific to place and
time (Boettke et al. 2009, p. 332-335). Greif andihas theory of endogenous institutional
change gives a more detailed explanation of thegerof informal institutions. Their theory
is based on repeated game theory where playersitegihe test and confirm assumptions
about the others’ behaviour. This learning prodeads to institutionalised rules of behaviour
which allow an equilibrium, even if the individugllayer does not fully understand the causal
underpinning of the rule he or she observes andiesppPath dependence and context
specificity naturally have a strong role in thedhe Past behaviour, which has emerged
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under specific circumstances, significantly detemsifuture behaviour, because it is rational
for the players to continue along the past pattefrisehaviour. This makes institutionalised
rules self-enforcing. Path dependence would thdy aliow marginal variations (i.e. gradual
development) of the rules or else players are aganfronted with uncertainty about the
expected behaviour of the others. Under the additiassumption that institutionalised rules
can be imitated and applied by third parties, tistitutionalised rule are reinforced and gain

legitimacy as informal institutions (Greif and Lini2004)

Greif and Laitin’s theory allows us to advance ftiscussion of one of the key terms
introduced in section 1.2.2: Institutional develagr has so far been explained as the
necessary process parallel to economic developrAétitis point a more elaborate definition
is possible. Institutional development is instibatl change along a path-dependent trajectory
caused by a conjunction of a) exogenous and / entépgenous variables.

a. Exogenously induced institutional change rests loanges of the environment, the
circumstances or of other parameters outside tlséituions under study. The
successful conquest and rule by a foreign colgoaler may present such a change in

exogenous parameters.

b. Endogenously induced institutional change leavessthictly neo-classical theory of
economic' and follows the model by Greif and Laitin discubssabove. Here
institutions are affected by the behaviour whichirttown institutionalised rules have
entailed. Theoretically, institutions can be selfiarmining by setting incentives for

behaviour which will lead to their own demise (Giand Laitin 2004, p. 633-4).

For the focus of this study other features of infak institutions, which are largely beyond

dispute in institutional literature, need to behtighted.

' In neoclassics, the assumption that institutions are self-enforcing means that each player’'s

behaviour is the best possible response. Hence any changes to self-enforcing institutions must have
an exogenous origin, because no player has an incentive to deviate from his or her behaviour (Greif
and Laitin 2004, p. 633).
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As shown, informal institutions rank highest witthne institutional hierarchy, because they
impose constraints on formal institutions. In otheords, human behaviour (including
economic activities) tends to be organized by mfalrinstitutions (e.g. moral codes based on
kinship) before formal institutions (e.g. the weit law) are taken into account (Williamson
2000, p. 596-598).

As has been shown informal institutions emerge sp@ously and endogenously as solutions
to particular coordination problems. Once adoptgddciety such institutional arrangements
may “lock in” over generations and become a pathefsociety’s cultural heritage, tradition
or religious beliefs. Unfortunately, locked-in iitgtional arrangements may later turn out
suboptimal in regards to economic performance. Edmnstoric analysis is necessary, if we
want to understand how particular informal instdos affect economic development
(Boettke et al. 2008 p. 332). The case study of Batswwill show that informal institutions
(e.g. the English language) can also be adoptedirgedrated into the system of social
norms? In Greif and Laitin’s model this constitutes aeaf institutional reinforcement: An
informal institution increases the range of sitoiasi in which it is self-enforcing (Greif and
Laitin 2003, p. 634).

Informal institutions tend to change very slowlpn the order of generations (Williamson
2000, p. 596-598). Similarly, newly introduced figreintroduced informal institutions (such
as European languages, new religious beliefs) sakeneration or two to become a norm

accepted of society:

However, informal institutions may later undergpracess of “formalisation” (e.g. by legal
acts of society). The use of money and the codifinaof property rights are examples for
such a process. Formalised institutions still ergopsiderable legitimacy, but changes and

modernisation are possible within limits. Again ragrcan serve as an example. If the EURO

2 1n the 1930s young educated Tswana were the first to use English language among themselves out
of fashion (see section 2.4.3.3).

¥ The reasons for the persistence of informal institutions have long riddled institutional economists.
Douglass North concluded his 1991 article on institutions with the question: “What is it about informal
constraint that gives them such a pervasive influence upon the long-run character of economies?
What is the relationship between formal and informal constraints?" (North 1991, p. 111)

37



members states decided that ashtrays would ciecbiatomorrow as new legally mandated
medium of exchange, people would most likely refisséollow this new institutional norm.
They would resort to the black market to contimagling trade in EUR, or would most likely

use gold or other international currencies (Boe2®@3, p. 341).

Because informal institutions outrank all other itgibnal arrangements and because the
change very slowly, new formal institutions (e.gntbcratic system based on a constitution)
need to be embedded within the existing informatifations in order to be respected by
individual actors (i.e. to “stick”). Embeddednes®ans that new formal institutions are
adapted to local culture and to existing informatitutions. Japan’s Meiji Era may be an
example of successful embeddedness (Boettke 20@8 p. 341-3). Another possibility is a
crisis or revolution in a positive sense. Althouglther the exception than the rule, a sharp
break from established procedufepresents a rare window of opportunity to introdace
range of new formal institutions with reasonabledahances of adherence (Williamson

2000, p. 598). Independence from colonial rule m@gent such an opportunity.

On the other side, imported formal institutionskldegitimacy unless they are adapted to
existing informal institutions. This is an importarpoint. Weak state institutions,
characteristic for many developing countries, camalwesult of ill adapted and incongruent set

of institutions imported from foreign countries @ebert 2000).

Figure 4 shows the connection between various farimsstitutions and the legitimacy these
institutions enjoy among individual actors. Thesepban institutional norm is located to the
core of the model, the higher its legitimacy ands{gence. Hence core institutions represent
“Level 1 institutions” in Oliver Williamson’s hierahy (Williamson 2000, p. 596). “Mental
constructS™ introduced by Douglass North (North 20005, p. BHler Boettke’s et al. term

“metis” (Boettke et al. 2008, p. 338) would be otHenotations for core institutions.

14 Other scholars have also pointed out the impact of exogenous shocks on institutional development
paths (Greif and Laitin 2004)

> Earlier in his book North uses the term “mental models” in a very similar sense. Both are
constructed by the mind to create patterns to explain and find rules in human behaviour (North 2005,
p. 25-7).
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On the other side, institutions placed at the miegeriphery have little chance of effeely
influencing human interactions and economic tramsas. It is noteworthy that this simp
model depicts the effectiveness of institutions aattheir efficiency under the perspective
economic development. Core institutions may higtifgatively regulatesocial interactions

but havedetrimental effes on transaction costs and resource alloce

Imported formal institutions which
conflict with to existing culture

Imported (in)formal institutions which
are adapted to existing culture

- S Formal Institutions which have emerged
= = = from existing informal institutions

~ Informal institutions embedded in
. culture, tradition, religion

Figure 4 : Hierarch y of institutions and legitimacy
Source: Own based on Boettke 2008

This theoretical framework, which grounded o the findings ofinstitutional research, wi
guide the analysis of the case studies in thigghl aims to explairthe successr the failure

of institutional transfer during and shortly afteionial occupatiol

The legitimacy an instition enjoys in the population is seen as a functadn its
embeddedness in the culture (itself again a arraege of informal institutions) of a give

ethnic group. Hence, “.... the variations among éx¢ent to which imported Europe

institutions clased with the preexisting local institutions ...” (working hypotheiare relate
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to the embeddedness of imported European instisitvathin the institutional framework of

pre-colonial societies.

As has been pointed out, most institutional ecostsnbelieve that long-term economic
growth and development are largely the result ofi-fuactioning institutional framework.
Because slow changing informal institutions trumgirthformal counterparts within a
country’s institutional setup, they too seem tarélevant factors for economic development.
This may explain Douglass North’ question of abtjvghat it is about informal constraints
that gives them such pervasive influence upondhg-tun character of economies [.]” (North
1991 p.111)

1.4.3 Research methodology and choice of country studies

The country studies will follow an analytical-naiva approach and use a chronological
structure. Each country study will investigate #jepre-colonial, b) colonial and c) post-

colonial period in terms of the adoption of Eurap@astitutions.

a) Pre-colonial institutions will be analysed using pods of contemporary
anthropologists, missionaries and travellers. Hoarenthe pre-colonial institutions

characterized? Which factors had shaped them?

b) The analysis of the imposition of European institos under colonial rule will draw
from rich colonial sources collected by colonial madistrators and colonial
anthropologists. How were European institutionsaongd and imposed on the local
population? Which factors exerted influence on tniscess? How did handover of

power at independence influence the adoption obfan institutions
c) Post-colonial institutional effectiveness will beauged using the World Bank’s

Governance Matters Indicators compiled annuallKbyfmann, Kraay and Mastruzzi
(Kaufmann et al. 2009).
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1.4.3.1 Scope

This thesis foresees country studies of two fore@onies to investigate the institutional
development under and shortly after colonial rdleio studies out of more than hundred
former colonies cannot provide conclusive evidetc@answer the research question. More
country studies of former colonies are clearly grable. Despite these limitations the two
studies can give insight into the mechanisms ofitut®nal transfer during the colonial

period and they may find regularities which are thest steps towards a greater

generalisability.

A first move in this direction is the conscious woof which former colonies to select. For a
start the term colony needs to be clearly defiffduk frame of this research the selection of

European colonies and protectorates is based doltbeing criteria.

I.  Over 250.000 inhabitants in 2000
[I.  Minimum of 50 years colonial rule
lll.  Independence before 1985 and

V. Colonial rule starts before 1900.

These conditions result in a list of 95 former Eagan colonies and protectorates. Notably,
colonies and protectorates are taken as equal uheeariteria above. This can be justified,
because the distinction between protectorate ammhygacare blurred in several territories
started (e.g. Namibia,, Somalia). Others (e.g. Najewere strictly speaking a legal

amalgamation of protectorate and colony.
To construct a measure for institutional qualitye tthesis applies the World Bank’s

GOVERNANCE MATTERS VIl dataset on institutional quglicompiled in 2009 by

Kaufmann, Kraay and Mastruzzi (Kaufmann et al. 2009
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Originally the World Bank dataset uses six aggregageception-based indicators to measure

institutional quality:

I.  Voice and accountability,
II.  political stability,
lll.  government effectiveness,
IV.  regulatory quality,
V. rule of law, and
VI.  control of corruption.

Each indicator ranges from -2.50 (least efficierdtitutional quality) to +2.50 (best quality)
and is based on empirically collected data sourths. six indicators are interrelated. It is
hardly possible that a country shows excellenitutgdnal quality in ,Rule of Law®, but has

weak institutions in e.g. ,Control of Corruption®.

For the scope of this thesis it suffices to useatierage value of all six indicators per country.
This allows a simple ranking of former coloniesrgjdhe perceived quality of each country’s
institutional framework. The resulting aggregatdicator will be named INSTGOV VIII.
INSTGOV VIl permits to assemble a ranking of fommolonies along their institutional
quality. Table 3 below shows the list of all 95mf@r colonies, the colonial mother country
and their respective score on INSTGOV VIIl. See éxd for the calculation of INSTGOV
VIII.

Country Code Mother INSTGOV VI
Algeria DZA  French -0,77

Angola AGO Port. -0,99
Argentina ARG Span. -0,27
Australia AUS  Britain 1,65
Bahamas BHS Britain 1,09
Bangladesh BGD Britain -0,92
Barbados BRB  Britain 1,18

Belize BLZ  Britain -0,05
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Benin

Bolivia

Botswana

Brazil

Burkina Faso
Burma (Myanmar)
Burundi
Cambodia
Cameroon
Canada

Cape Verde
Central African Republic
Chad

Chile

Colombia
Comoros

Congo

Congo (former Zaire)
Costa Rica

Cote d'lvoire
Cuba

Djibouti
Dominican Republic
East Timor
Ecuador

Egypt

El Salvador
Equatorial Guinea
Fiji

Gabon

Gambia

Ghana
Guatemala

BEN
BOL
BWA
BRA
BFA
MMR
BDI
KHM
CMR
CAN
CPV
CAF
TCD
CHL
coL
COM
COG
ZAR
CRI
CIV
CUB
DJI
DOM
T™MP
ECU
EGY
SLV
GNQ
FJI
GAB
GMB
GHA
GTM

French
Span.
Britain
Port.
French
Britain
German, Belg.
French.
French.
Britain
Port.
French
French
Span
Span
French
French
Belg.
Span.
French
Span.
French
Span.
Port.
Span.
Britain
Span.
Span.
Britain
French
Britain
Britain
Span.

-0,21
-0,74
0,72

0,04

-0,36
-1,82
-1,09
-0,78
-0,82
1,65

0,52

-1,31
-1,52
1,15

-0,38
-1,10
-1,10
-1,69
0,56

-1,36
-0,80
-0,64
-0,27
-0,90
-0,86
-0,53
-0,09
-1,29
-0,53
-0,61
-0,51
0,06

-0,55
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Guinea

Guinea Bissau

Guyana
Haiti
Honduras
Hong Kong
India
Indonesia
Jamaica
Kenya

Laos
Lesotho
Madagascar
Malawi
Malaysia
Mali
Mauritania
Mauritius
Mexico
Morocco
Mozambique
Namibia
New Zealand
Nicaragua
Niger
Nigeria
Pakistan
Panama

Papua New Guinea

Paraguay
Peru
Philippines
Rwanda

GIN
GNB
GUY
HTI
HND
HKG
IND
IDN
JAM
KEN
LAO
LSO
MDG
MWI
MYS
MLI
MRT
MUS
MEX
MAR
MOZ
NAM
NZL
NIC
NER
NGA
PAK
PAN
PNG
PRY
PER
PHL
RWA

French
Port.

Dutch, Britain
Span., Fran
Span.
Britain
Britain
Dutch
Britain
Britain
French
Britain
French
Britain
Britain
French
French
Port.,Dutch, FrencgBritain
Span.
French
Port.
German
Britain
Span.
French
Britain
Britain
Span.
German, Britain
Span.
Span.
Span.

Belg.

-1,45
-1,04
-0,38
-1,14
-0,53
1,47

-0,17
-0,50
-0,04
-0,68
-0,99
-0,20
-0,34
-0,34
0,26

-0,31
-0,87
0,78

-0,14
-0,28
-0,30
0,49

1,72

-0,59
-0,68
-1,04
-1,09
0,19

-0,65
-0,70
-0,30
-0,48
-0,42
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Senegal SEN French. -0,25

Sierra Leone SLE  Britain -0,77
Singapore SGP Britain 1,57
Soloman Islands SLB  Britain -0,50
Somalia SOM tal., Britain -2,50
South Africa ZAF Britain 0,41
Sri Lanka LKA  Port., DutchpBritain -0,54
Sudan SDN  Britain -1,66
Suriname SUR Dutch -0,06
Swaziland SWZ Britain -0,52
Tanzania TZA  German -0,29
Togo TGO French -0,92
Trinidad and Tobago TTO  Britain 0,19
Tunisia TUN  French -0,05
Uganda UGA Britain -0,54
Uruguay USA Span. 0,67
USA URY  Britain 1,36
Venezuela VEN  Span. -1,15
Vietnam VNM  French -0,56
Zambia ZMB  Britain -0,30
Zimbabwe ZWE Biritain -1,67

Table 3: 95 former colonies and protectorates andt  heir value of institutional quality today
Source: Own, indicator INSTGOV VIl based on Kaufman et al. 2009

95 former colonies and protectorates are too manyhe scope of a single thesis. Further
limitation is therefore needed. The working hypsikenas so far not differentiated between
the various colonial powers. Limiting the studyatgingle colonial power reduces the sample
size and at the same time avoids possible confagrdictors related to the ruling strategies
of distinct European colonial powers. The hypothesaintains that spread of institutional
quality can be explained by a country’s coloniatp&lence, a further limitation should focus
on the colonial power with the greatest spreadstitutional quality. Figure 5 below provides
a comparison between various samples of colorhes, institutional quality today according
to INSTGOV VIl and the relation between INSTGOV IVand economic growth (using
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OLS regression). It can be seen that the British pfanshows the widest spread of
institutional quality in former colonies and prdig@ates. Furthermore, all samples display a
strong connection between economic growth andtit&thal quality which is demonstrated
by use of scatterplots. The latter is not surpgsand supports findings by institutional
researchers. The set of histograms comprises tlosving three groups of former European

colonies:

I. 95 former European colonies including British, FitenSpanish, Dutch,
German and Italian (N95)
II. 58 former European colonies without British possass(N58)

[ll. 37 former British colonies and protectorates (N37)

A list of the international country abbreviationsed in the scatterplots has been given in

Table 3: 95 former colonies and protectorates haut value of institutional quality today.
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N37

Histogram of INSTGOV VIII
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Figure 5: Spreads of institutional quality of former

European colonies: Samples I, Il and lII.

Source: Own, indicator INSTGOV VIII based on Kaufman et al. 2009
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The thesis will focus exclusively on British colonmssessions, simply because this group of
countries displays the largest variance of instinal quality today. Furthermore, the focus on
a single colonial power blocks a possible confongdactor related to the distinct nature of
colonial powers. British colonial administratiorffdred from - let's say — the Spanish and
the peaks of these two colonial powers fell witliififerent eras of European colonial

expansion.

The thesis’s range of only two country studies seiiat the British sample of 37 countries
needs further classification to facilitate the sete of the two countries. The following
classification is loosely based on David Fieldho{iseldhouse 1965).

I. By continent: African, Asian-Pacific, Caribbeandafmerican
II. By colonisation era: Early period (1500-1800)elperiod (1800-1900)
lll. By settlement strategy: Settler colony, Settleangdtion colony, non-settler
colonies
IV. By institutional quality of modern post-coloniahtt (measured by worldwide
ranking in INSTGOV VIII)

Categorisation by continent is necessary, becausaismg strategy differed by continents.

These differences can be explained by the climadeeadowment with natural resources (e.g.
Engerman and Sokoloff 1997), but also with diffeesin colonisation period. The argument
that the colonial era matters, maintains that teldgy and colonial strategies changed over
the centuries of European colonial expansion. Ehmobably best documented by Acemoglu
et al. study on a “reversal of fortunes” among fermolonies which argues that the most

prosperous colonies in 1500 are the poorest toflegriioglu et al. 2002).

Table 4 below shows a first and exemplary list ofe fformer British colonies and

protectorates.
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Country Continent / Period Emigration Institutional

Strategy quality
Botswana Africa Late Non-settler High, #53*
Nigeria Africa Late Non-settler Very low, # 187*
Singapore Asia-Pacific Late Non-settler Very high, #14*
Australia Asia-Pacific Early Settler Very high, #9*
Jamaica Caribbean  Early Plantations Medium, #98*

Table 4: Representative colonies and protectorates of the British sample
Source: Own, * rank among 212 world sample based on Kaufman et al. 2009

In a final step, the selection of two country sésdhas to follow the restrictions of maximum
comparability. Because the emergence of institstismnsubject to contextual factors, a direct
comparison between distinct colonial examples (@.gplony of the 1% century with one of

the late 19 century) risks yielding little results. Althoughone than two studies are clearly
preferable, this study will make a start with twériéan examples of non-settlement colonies

of the late 18 century: Botswana and Nigeria.

Botswana and Nigeria are both African countries a@ldng to the late colonial period. This
excludes confounding factors such as different rdalostrategies or different levels of
technology available for conquest and administrati®oth are non-settler countries.
European immigration (not shown in Table 4) remdinegligible. Yet the institutional and
economic success of the two countries could nainbee different. Botswana ranks among
the best African countries in institutional qualitshile Nigeria’s institutional framework is

one of the weakest.
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2 BOTSWANA

Botswana is an African exception. It has achievemreshing economic success and an
impressive record of institutions that distingushefrom many other African countries. It
started from very low ground. Upon independenc&966 only few economists would have
foreseen the country’s extraordinary economic dgvaent. Today most economists agree
that Botswana has achieved long-term economic grdated on an efficient institutional
framework. This makes it an interesting case sfodyhe origins of efficient economic and

political institutions.

Chapter 2 of the thesis examines the reasons fomRatss strong institutional setup, which
is considered fundamental to the country’s econ@uaxress since independence. To do so, it

will utilize the analytical framework discussedanapter 1.

Chapter 2 will argue that Botswana ended up withebatistitutions than most of its African

counterparts for three reasons.

I.  The first reason is based on local institutiong-&lonial Tswana culture comprised a
number of informal institutions which were usefal treating a modern state. Most
strikingly, the chiefs’ powers were restrained dhd political elite pursued strong

economic interests.

II.  The second reason is contextual and grounded oncimetry’s history. For various
motives, British colonial was “light”. British adnstration did not directly interfere

with pre-existing Tswana institutions.

[ll.  The third and final finding is a result of the twbove. In the few years before and
after independence Tswana institutions underwent ipressive institutional
transformation during which traditional Tswana itugions successfully merged with

modern institutions many, of which modelled on Ean examples.
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Additional to these findings the case study of Baisavwill reveal a range of factors which

influenced the process of institutional transforiomat

Chapter 2 is structured as follows. The next sedidroduces the reader to Botswana and
relevant important research. Section 2.2 providésief overview of Botswana’'s economic
and institutional record after independence. Secl@ examines the pre-colonial cultural
norms. Section 2.4 looks at what happened to timssiéutions under British rule. Section 2.5
analyses the institutional transformation that tptdce shortly before and in the years after
independence. In particular, it will examine some&rmaples of how pre-colonial cultural
norms were integrated in Botswana’s post-indeperelémstitutional framework. The final

section summarizes and concludes
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2.1 INTRODUCTION

Most economic scholars agree that Botswana hasvachastonishing economic success and
an impressive record of well working institutior@@iven the poor economic and institutional
experience of other African countries, Botswanalieen the subject of some scientific work
to try to answer the question of why Botswana peosg and why it developed such good
institutions. Not surprisingly, most institutionatonomists agree that these two questions
have a causal link. Botswana’s strong economic padace is seen as a consequence of its

effective institutional structure.

The Botswana study uses the analytical framewoiksiitutional economics which has been
laid out in Chapter 1. However, additional key termnsl literature on Botswana is presented
in this section. Both are needed to investigate Bass institutional development. To
explain the political institutions the study useaXMNeber’s sociological theory of legitimate
authority (Weber 1992, p. 122-134).

Recent economic research on Botswana has focusedjastizers on the role of institutions
of property rights (Acemoglu et al. 2001b), itsipoal institutions (Parsons and Robinson
2004), the role of culture and democracy (Lewis&0@r on how mineral-rich Botswana
avoided the resource curse (Martin 2008). Some hexamined Botswana’s political
institutions inherited from the Tswana tribes (@rtcular Robinson 2009 and Acemoglu et
al. 2001b). The question of how pre-colonial Tswarsditutions were successfully integrated
into the formal institutional setting of modern Betsa has been touched upon by Englebert
(Englebert 2000 p. 13-14), but the institutionadlgsis of Botswana'’s successful institutional

syncretism is still missing. This study attemptsaoatribute to filling that gap.

The terms “resource curse” and “state” and “tribe¥ed further clarification. The term

“resource curse” generally describes the negatifexteof resource abundance on economic
growth. A resource led boom can lead to appreciatb the real exchange rate of the
currency which in turn reduces the internationahpetitiveness of other sectors. Moreover,

capital and labour are drawn away from non-boontosecThis effect is also known as the
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“Dutch Disease” (after the decline of the Nethedsinmanufacturing sector after the

discovery of a large natural gas field in 1959)litRally, the resource curse entails increased
corruption, clientelism and rent seeking in theitpall elites, who usually remain in power

through inefficient income distribution rather thwough democratic bargaining. In some
African countries, perceived corruption and uneqnabme distribution has led to rebellion

and civil war (Martin, 2008, p. 36-39).

In this study, the term “state” refers to more tast government or tribal polities. The term
is meant to include territory, administration, arngovernment, law and judicial system,
cultural and historical national myths and imagepawer (see also Englebert 2000, p. 10).
Institutionally speaking, the term state represémsnstitutions of governance in the sense of
Williamson 2000 (Williamson 2000, p. 599).

This study uses the term “tribe” as a sub-grouprotthnic group. Thus the ethnic group of

the Tswana was divided in several tribes.
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2.2 THE RECORD

The territory of modern day Botswana lies landlocke8outhern Africa. Roughly the size of
France, it borders to the west and northwest Namtiioi the north Zambia, to the northeast
Zimbabwe. To the east and south lies South Afiitee land is mostly arid. Only 4% of it can
be cultivated. The dominant ethnic group, the Tsayamigrated into the territory in the 18
century and were predominately cattle traders (Amgm et al. 2001b, p. 9). In 1885,
Botswana became a British protectorate under the mdrBechuanaland Protectorate. Until
independence in 1966, the British Empire restraiteethvolvement and purely administered
the Protectorate by using a very “light” form ofdirect rule without exerting too much
political influence. Pre-colonial tribal power sttures remained mainly untouched (Robinson
2009, p. 1). The share of European settlers iptplation stayed at about 1% (Lewis 2006,
p. 7). British investments in the country’s infrastiure and human capital were similarly
marginal. When the British left, Botswana had 12 rkiégres of paved road, 22 Batsw&ha
had graduated from university (in South Africa) &@® from secondary school (Acemoglu et
al. 2001b, p. 1).

Today, Botswana is one of the world’s most intengsteconomic development success
stories. When made independent in 1966, it wasobdrica’s poorest countries with a GDP
per capita of about US$70. Since then, its econgraiformance has surpassed that of other
economies on the African continent and has alspesfdrmed other low income countries
and the world average. For the period from 1966996 Botswana’s average real growth per
capita reached 8.2% making it the fastest growomgtry in the world for these three decades
(Leith 2000). Table 5 gives a first quick impressigsing familiar comparative figures about

Botswana'’s and other countries’ socio-economic perémce.

18 The inhabitants of Botswana are called Batswana.

56



GDP  GDP GDP per Urban Employment Life

per growth capita population in agriculture  expectancy
capita average growth 2005 2005 at birth
2005 (1965- average (% of total) (% of total 2007
(PPP $) 2005) (1965- employment)
2005)
World 8,771 3.50 1.78 48.67 32** 69.00
Sub-Sahara 1,707 3.19 0.41 35.00 68*** 52.00
Africa
Low 1,093 3.77*  1.28* 27.47 68*** 59.00
Income
Countries
Republic o 8,504 2.96 0.77 59.30 7.50 51.00
South
Africa
Botswana 12,067 10.01 6.98 57.30 29.90 53.00

Table 5. Botswana Economic Performance in Comparison to Other Economies

Sources: WDI-World Bank Indicators 2009, *Data from 1985-2005, **WDI-World Bank Indicators 1996,
***Acemoglu et al. 2001b (data for 1990)

It is important to mention that mineral wealth hagpported Botswana’s success. Rich
deposits in diamonds were discovered shortly afiéependence and the mineral sector has

played an important economic role ever since.

Botswana'’s leaders have followed orthodox economiicigs. There have been low inflation,
no unsustainable fiscal deficits, a stable curreamay secure property rights. Difficult political
and economic challenges have been tackled in aradgmanner (Leith 2000).

Botswana’s management of its mineral wealth is st good example out of many. Its
economic exploitation of diamonds and other mineeaburces has not ended in a resource
curse as with many other resource-rich, but loveine countries. This is an extraordinary
achievement. Botswana has applied some useful @elio prevent its resource boom from
turning into a disaster. Strong foreign exchangemees have been built and used to absorb
demand shocks and stabilize real exchange rateish (2800, p. 5-6). Macroeconomic
stability has been ensured by a soundly opera@ngral bank, which was established in 1976
(Leith 2000, p. 11- 16). The use of National Depetent Plans (NDP) has determined
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domestic spending. Planned investment has ensuegisldtive control over public
expenditure (Martin, 2008, p. 43). Also, Botswana bacome an influential partner of De
Beers in the diamond industry. De Beers uses itsi-gquasopoly on diamonds to stabilize
world market prices which has had a welcominglbifitang effect on the business cycle
(Martin, 2009, p.43). These policies have preverstegip appreciation of the real exchange
rate and have kept negative effects on labour apiat low. Moreover, policies aiming to
diversify the economy (i.e. cattle to minerals dimelly to manufacturing) have curbed the
mineral sector’s share at a level of around 40%h@i{GDP (UNDP 2005, p. 15-17).

Although exceptional, Botswana’s economy is not authchallenges: Unemployment and
economic inequality are structurally high, partaly in rural areas. Total factor productivity
(TFP) slumped in the 1990s (Leith 2000, p.7-8). H®/AIDS epidemic is also another
challenge. Botswana (like most of its neighbourgjess from the highest infection rates in
the world”. Most likely, traditional sexual behaviour pattefmve spread the disease in spite

of the government’s early and well-structured resaoefforts (Lewis 2006, p. 17-18).

Botswana’s example shows that orthodox economicigslican indeed be successful in a
developing country. Why is this not possible in esticountries? In Botswana’s case,
institutional economists argue that its instituibrsetting ensure that its leaders follow
responsible policies (e.g. in managing its minevahlth) (Acemoglu et al. 2001b; Martin
2008, p. 43-44). In fact, the country enjoys onehef best-working set of institutions on the
African continent. Botswana’s mature democracy ha&ens peaceful transitions of
governments after free and fair elections. Its prgprights are secured by an efficient law
system that also provides for transparency andskeepuption relatively low (World Bank
2009).

A brief institutional comparison with other couesi gives a picture of Botswana’'s

institutional ranking. Using the average value bfsax World Bank Governance Matters

o Recently, the infection rate has dropped marginally from 26.5% (2001) to 23.9% (2007)

(UNAIDS/WHO Working Group on Global HIV/AIDS and STI Surveillance, 2008). A joint study
mandated by the Botswana government and the United Nations Development Programme (UNDP)
estimated an induced annual loss of GDP growth between 1.2% and 2.1% over the 2001-2021 period
(ECONSULT 2007, p. 2-3).
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indicators for each country (INSTGOV VIII) places tBaana at a value of 0.72 and ranks
53% among the worldwide sample (213 countries). Issiations equal countries such as Italy
or Taiwan, which is ahead of its neighbour Southioaf (ranking 74) and clearly so of

emerging economies such as Brazil, India or Mexsee (Figure 6).
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Figure 6: Botswana’s institutional ranking (INSTGOV VIII) agains  t selected countries worldwide
Source: Kaufmann et al. 2009

Among African nations, Botswana’s overall institm@ quality (again measured by
INSTGOV) puts it on grade 3 behind Reunion and Mauwsi Neighbouring South Africa

reaches rank 6 (no figure displayed).

| use the smaller sample of 37 former British casnio demonstrate how Botswana’s
institutional record is linked with its economicrfmmance. Figure 2 shows this relationship.
GDP Log2005 stands for income per capita in 2005RPP). INSTGOV represents the
average of all six Governance Matters indicators farmer British colony. Botswana (BWA)

ranks 18 among its former colonial peers. Its position lisse to the predicted relationship

(diagonal line) indicating that its economic suackesgely reflects good institutions.
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Figure 7: Botswana’s rank among former British colon ies. OLS Regression Institutional Quality vs.

Income

Source: Kaufmann et al. 2009, WDI World Bank Indicator 2005 (GDP values), CIA the World Factbook
2010 (GDP values for Burma and The Bahamas), own

Why does Botswana have stronger institutions thast mther countries in Africa and than

most former British colonies? How did colonial ralfiffect Tswana institutions?

To investigate these questions the remainder of dhge study applies the following
methodological approach. The genesis and the deweot of Tswana institutions is analysed
along three stages of Botswana history: The prentalothe colonial and the post-colonial
period.
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The study will take a focus on specific institutibrareas which are deemed important by
institutional literature for long-term economic gith. The following three areas of

institutions will be the object of analysis:

[.  Political institutions: In particular the constriron the ruler, the legitimacy of rule
and the system of law.
II.  Economic and legal institutions which secure propegghts: In particular contractual
enforcement and the distinction between commun@lpaivate ownership.
[ll.  Social institutions: In particular urbanisation, magement of working time, religion,

education and markets.

The next sections follow Botswana's three historsalges chronologically. The following
section examines Botswana’s institutional setup rergmlonial times. Section 2.4 analyses
the colonial period and section 2.5 examines haallstitutions merged with independent
Botswana’s institutions. Each section starts withriaf historical overview continued with
the analysis of the three institutional clustersleRant institutional research on these three
clusters will act as an analytical frame and wdlibtroduced within the sections.
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2.3 PRE-COLONIAL INSTITUTIONS

In the 18" century, the Tswana migrated into the area of moday Botswana from the south
east. They presumably left modern South Africa, nelthe Tswana today still form a major
ethnic group. By 1800, several related Tswana grigggbal polities) had been established.
Their chiefs (kings, leaders) and their entouragé&afjves, officials, and clients) formed the
political elite. Over a period, tribes sometime$itap or major groups broke away to form
new tribes:® However, Tswana tribes remained closely connedthdy developed common
cultural institutions and a common language, Setsw&ubjected non-Tswana tribes were
structurally integrated and largely absorbed inssvdna culture (Acemoglu et al. 2001b, p.
9). Contact with Europeans dates back to the e&fycentury. Ivory and ostrich feathers
were traded with Europeans as early as 1805. Testsaw trade as a source of income and a
way to acquire important goods such as guns. Missies were also welcomed. The first
missions were founded in 1817 (Acemoglu et al. BO@L 11-12 and Parsons and Robinson
2004, p. 11).

The Tswana tribes followed cultural norms to organtheir social, political, and economic
life. As in other traditional societies, culturabrms and other institutions were internalized

through education by parents or through sanctigrttétribe (Schapera 1955, p. 36).

From an institutional point of view, cultural nornegjual informal institutions. We can
assume that all aspects of pre-colonial Tswang di&l were ruled by informal institutions.

This section will examine the most important inaies to economic performance.

18 Today, there are eight main Tswana tribes in modern Botswana: Batawana, Bangwaketse,
Bakwena, Balete (Bamalete), Bakgalata, Barolong and Batlokwa. The syllable “Ba-" means more than
one person and can be dropped.
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2.3.1 Political institutions - constraints on rule, legiimacy of Rule and legal
System

Tswana tribes - like many others in sub-Saharancéfr were ruled by the traditional
authority of their chiefs, who enjoyed paramougile judicial and executive powers. Tswana
political institutions - unlike other African ettmgroups — however, constrained the powers
of the chiefs-® Moreover, Tswana institutions encouraged the ipalitelite to engage in

economic activity which promoted able and pragmiaticiership.

2.3.1.1 Constraints on rule

Two important institutions curbed a chief’'s powersule.

I.  The chief had to work with the advice of a tradiabassembly (kgotla) over which he
presided. Although the chief's decision was fina had to follow a consultation
process and consensus seeking.

II.  He had to pursue economic interests to be ableaiatain political support from an

economically powerful elite.

The chief presided at the kgotla, an assembly @fAof adult males which served as a
judicial chamber, administrative body or as an soj body to the chief. His subordinates
had the right to use the kgotla to express disajgbralhe chief generally consulted the

stakeholders involved before making any decisionmatters of any importance. He would

then try to seek consensus when possible, althbaghd not necessarily have to abide to this
consensus (Acemoglu et al. 2001b, p. 10 and L&0R6, p. 7).

% Most other Sub-Saharan African polities such as those of the Nyiginya in modern-day Rwanda
developed different political institutions with a more powerful ruling and warrior class (Robinson 2009,
p. 9).

 The term kgotla stands for the meeting place as well as the assembly itself.
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The colonial British anthropologist, Isaac Schapeéescribes how the chief's powers were

kept in check by the kgotla.

“...all matters of tribal policy are dealt with finglbefore a general assembly of the adult
males in the chief’'s kgotla (council place). Sucleetimgs are very frequently held ...
[Among] the subjects discussed ... are tribal dspuquarrels between the chief and his
relatives, the imposition of new levies, the unalerig of new public works, the promulgation
of new decrees by the chief ... [It] is not unknovam the tribal assembly to overrule the
wishes of the chief. Since anyone may speak, thesetings enable him to ascertain the
feelings of the people generally, and provide thtget with an opportunity of stating their
grievances. If the occasion calls for it, he arslddvisers may be taken severely to task, for
the people are seldom afraid to speak openly ankiy.” (Schapera 1940, p. 72 in Robinson
2009, p. 8).

The kgotla provided a framework for commoners teegan opinion, but the tradition of
consulting and consensus seeking went deepersitestral to Tswana rule, decision making
and the chief's expression of his responsibilitgéove his people (Lewis 2006 p. 7-8). This is
well conveyed by the Tswana proverb: “Kgosi ke Kidasbatho” or: “A chief is a chief by
the grace of his tribe.” (Schapera 1955, p. 84).

Political and economic powers were closely relaed both were predominately in the hands
of the chief and his entourage. Therefore, econamsources (in particular cattle) were
necessary to win and maintain political supportrddewere allocated to subordinates in
exchange for political support for the chief andst close to him (Acemoglu et al.. 2001b, p.
10). The chief himself was likely to be a wealthym In fact, the word “kgosi” means
“chief” as well as “wealthy man®* (Schicho 1999 p. 122). Tswana tribes have a reaéek
history of being ruled by able and pragmatic leagehich dates back to the™ @entury. It is
reasonable to assume that strong leadership hastheeesult of institutional constraints on
the political elite (Robinson 2009, p. 4).

2l By 1875, at the start of his rule, chief Khama Il held some 8,000 cattle. By 1920, his son and
successor had increased this number to 50,000 (Good 1999, p. 187 and Schicho 1999, p. 122).
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2.3.1.2 Legitimacy

The chief's authority was based on the traditiom@ims of paternal succession and religious
beliefs. The fundamental role of succession that reated to religious rites for the authority
of a Tswana chief is well documented (Schapera 1p559-60). His legitimacy as a leader
was also based on the respect he typically enjay@ohg his subordinates (Schapera 1955, p.
85).

The analysis of these features of traditional auth@an be traced back to the sociologist
Max Weber. According to Weber, traditional authprig one out of three legitimate forms of

domination; i.e. the subjects’ interest to obepas based purely on materialistic and rational
calculations. Subjects believe in the legitimacybefng obedient. In the case of traditional
authority, this belief is based on the rites arelganctity of traditional norms (Weber 1992 p.
122-130). Hence, a chief had a natural interegiréserve the traditional norms that granted
his powers and, if possible expand them by evemgusi newly introduced religion —

Christianity no less — in his favour.

The Christian faith was first introduced to the Tawan the early 19 century. British
missionaries had followed swiftly behind the fiEstiropean traders. The influential London
Missionary Society (LMS) founded its first mission Tswana territory in 1817. After that,
Christianity co-existed with traditional beliefs mat than replaced them. Tswana chiefs
embraced this new religion. Chief Khama Il converte Christianity in 1860 (Acemoglu et
al.. 2001b, p. 12) and Chief Lentswe followed in 28Schapera 1933, p. 407).

It is probably safe to assume that the Tswana €hietlerest in Christianity was political. If
religious norms were the base of the legitimisat@ntheir powers, it is plausible that
pragmatic Tswana chiefs wanted to add Christiamtyheir legitimisation. They also used
their good contacts with the missionaries to ftaid negotiations with European officials
(Acemoglu et al. 2001b, p. 12).
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The chief’s right to rule was ascribed to his parss much as to his title. His rule was
organized by personal and economic relations betwea and his officials. Five such levels
of political authority ranged from the chief, whowgrned the tribe, via lesser chiefs in charge
of towns, headmen of both villages and hamlethéoheads of single families (Parsons and
Robinson 2004 p. 17). Each administrative level ilmdwn kgotlas which functioned as the
political and administrative forum (Schapera 1938)p Subjected tribes were integrated into
the Tswana tribal structures, but left to rule tloevn wards with their own kgotlas. Subjected
tribes paid tribute (either in kind or in service) Tswana leaders. Despite their rather
peaceful integration, they remained economically palitically underprivilegetf (Robinson,
2009, p. 1 and Acemoglu et al. 2001b, p. 11).

Political scholars call early Tswana ruling stratépersonal rule” or “patrimonialism?® This
basically means that political support rests oentélism and patronage. For this study’s aim,
it is important that ruling by patrimonialism iscompatible with formal institutions used by
modern bureaucracies. Scholars therefore belieatepditrimonialism has to make way for a
well working institutional framework (i.e. good gawance), if a country aims to modernize
and achieve long-term economic growth (ParsonsRuwoliinson 2004 p. 2-4 and Robinson
2009 p. 5-6).

Patrimonialism among the Tswana tribes was not omitHimits. In rare cases, Tswana
traditional norms allowed any chief’s rule to bebliciy challenged, if it was seen as unfit.
Such situations typically ended in the splittingtbé tribe or the chief's tragic death. But
these were rare occasions. Generally, Tswana goltetween the chief and his tribe was
characterized by a stable and harmonious cooperatiich was based on several limitations
of the chief’'s powers (Schapera 1955, p. 84-85).

2 We know from the well documented example of non-Tswana tribes (e.g. the San and the Basarwa)
in the 19" and early 20" century that many of them were serfs. Servile labour and economic inequality
were entrenched in the Tswana system of domination. Members of subjected tribes fulfilled pastoral
duties and other chores. This allowed the Tswana to focus on more profitable activities such as trade,
herd management or politics (Good 1999, p. 189 and 191).

8 The concept of patrimonialism can again be traced back to Max Weber (Weber 1992 p. 133)
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2.3.2 Law and judiciary system

The Tswana tribes’ judiciary and legal affairs laythe hands of their chiefs. Within a tribe, a
chief settled disputes and dispensed justice. Lahiafs had similar though limited powers.
The kgotla was traditionally the place where trisése held (Schapera 1955, p. 271).

Legal norms had a religious (magical) foundatiorxisithg legal norms were further
developed by a chief’s legislation and jurisdictibmough oral case law (Schapera 1955, p.
40). In Tswana tradition, no chief was above the. l&n theory, there was no distinction
between chief and commoner before the law. In m@adtowever, offences by the chief and

those close to him were treated more lightly (Senad 955, p. 51-51).

2.3.3 Property rights: Cattle and land

Most economic and institutional scholars agree thstitutions which ensure economically
efficient property rights are essential for longiteeconomic growth (see for example
Acemoglu and Johnson 2005, Kerekes and William<i82 The pre-colonial Tswana had
elaborated rules on institutions of property righthe concepts of communal property and
private ownership co-existed side by side. The fofrownership depended on the value of
the asset. The enforcement of communal and prppatperty rights lay in the hands of the

chief.

Unused land was an abundant resource for the Tswé&naownership was considered

communal. The chief or his officials could allocateeas of unused land to tribesmen for
cultivation, settlement or grazing (Schapera 1959,95-198). A chief could use this right to

distribute new lands to his tribesmen in returndervices and political support. The chiefs
and their entourage benefited from their powers tared distribution and themselves became
large owners of land (Good 1999, p. 187-188).

Private property existed only for cultivated ortkeet land, crops, personal belongings and

livestock. Cattle were the most valuable asset tbwaha had. The cattle were used as a
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source of milk, skin, meat or as a trading curreforyall sorts of services such as domestic
repairs or craft-work. As with land, the chief @iéded stray or looted cattle among the tribe in
exchange for political loyalty or special servidealled “kgamelo”). The Tswana also used
private property rights for goats, sheep and crafisof which ranked lower in value than
cattle (Schapera 1955, p. 214-217).

The institutional theory of property rights expkithe various forms of ownership in pre-
colonial Tswana societies. We can expect no prigateership, if a resource such as land is
abundant and externalities among competing usersnagligible. Institutional thinking

predicts that communal use of land shift in favadirprivate property, once land either

becomes scarce or gains value (Platteau 2000,.p 83)

However, access to this resource does not takes pta@ political vacuum. In the case of
many pre-colonial African societies, membership itmibe granted general access to land and
excluded foreigners. A chief guaranteed this acaesgsacted as a mediator (Platteau 2000, p.
75-77). Even more importantly for the Tswana, the fertility of the land and unpredictable
rainfall in Bechuanaland required herds to be mowedr vast territories to avoid any
drought. Such mobility generally rules against gesil property rights to specific plots and

promotes communal ownership (Platteau 2000, p.%7-8

2.3.4 Markets

Markets are themselves institutions because theracteristics determine the costs doing
business. They also rest on several institutionangements such the way of contracts are
enforced or tools to lower information asymmetryoaig the traders (Greif 2005, p. 727). As
market institutions co-evolve with political andcgd institutions the analysis of institutional

arrangements known and applied is helpful in urtdating economic performance.

Pre-colonial Tswana trade was typical of a substg#tebased economy. Typically, surplus
goods were traded in the markets. We do not knoangfenterprise-orientated production for
the markets. Market exchange was governed by palrsetations among men. Trade was
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done either within one Tswana tribe or with membafrainother Tswana tribe. Inter-tribal
trade usually needed the presentation of the trbdésre the chief of the receiving tribe

before goods could be exchanged. The chief waeghto be paid a small commission.

There was no cash or other single trading unit.tAing of value could be used as payment.

Relative prices had to be known by the market ppetits which increased transaction costs.

Exchange was preferably done on the spot. Any aontthat was of a slightly higher

complexity or value (e.g. purchase on time or oedity purchase of cattle or livestock)

needed witnesses, who could speak out at the kgotlease of any contract breaches.
Contracts of higher values would sometimes takeeplsfore the kgotla in session. We can
assume that impersonal trade was unknown to thegomial Tswana tribes (Schapera 1955
p. 241-243).

Institutional theory explains that personal relasi@and repeated transactions between trading
partners reduce the incentives to renege (Nortt2 19%6-67). If the goods are exchanged
immediately, minimum informal institutions of coatt enforcement are a good way to enable
trade at lowest transaction costs. More compledet@uture exchange, trade with foreigners)
need stronger institutions. This explains the dsgitmesses or the need for members of other
tribes to present themselves and their goods bef@rehief. Even in societies with highly
developed legal institutions, traders value persoslations because contract enforcement

before court is more expensive (Edwards, Ogilvie&p. 6).

Beside exchange of goods through markets, the Tsalanaised an institution of non-market
allocation (called “mafisa”) whereby a cattle owceuld allocate some or all of his herds to a
third person. The owner would keep the rights ohership, profits and offspring while
reducing management costs and the risk of disédse.recipient could use the cattle for
ploughing and the production of milk and would b#itted to some of the calves. This
enabled non-cattle owners to begin their own hefdshief himself an important owner of
herds could use a similar arrangement (“kgamelo'®ihd commoners politically (Schapera
1955, p. 246-250).
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2.3.5 Pre-colonial social institutions

The pre-colonial Tswana lived in a traditional sbgibased on a pastoralist and agricultural
economy. They followed a cyclical perception of éirand had a preference for settling in

relatively large capitals.

2.3.5.1 Urbanisation

Research has pointed at positive relation betweleanisation and economic growth (see for
example Acemoglu et al. 2002). Even more intergsiom the aim of this study is the impact
of urbanisation and population density on the emecg of effective institutions. For
instance, high population density may increase gressure on resources, leading to the
emergence centralised institutions (e.g. marketsrhvregulate their allocation (Gennaioli
and Rainer 2005, p. 22). Furthermore, the provisibressential public services such as
justice, education or tax collection is relativéhgexpensive in comparison to more widely

distributed population patterns (Platteau 200(X1§).

Unlike other African tribes of their time, the Tsweg although dispersed over vast territories,
preferred to settle in major towns and capitalsjctvimarked the economic and political
centres of each tribe. In the 8entury, Tswana towns were among the largesesetits in
Southern Africa. By 1866, the capital of the Ngwé#talled Shoshorfd) counted 30,000
inhabitants (Palmer and Parsons 1977, p. 115-Tit&er Tswana towns (such as Serowe and

Kanye) were considered major towns in their timar¢Bns and Robinson 2004, p. 17-18)

Tswana towns and capitals followed an elaboratéigall demographic and geographic lay
out. The central kgotla and the chief's or headmaaittle kraal (enclosure) made the centre
of each settlement. Major villages and towns cdedisof an agglomeration of smaller
villages, each with their kgotlas and with the hwad’s cattle kraal at their centres. The

towns were usually surrounded concentrically bycagpural land and then by herding areas.

24 Shoshong was capital of the Ngwato until 1890.The capital was later moved to Serowe.
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Non-Tswana tribes settled in villages under thewnoleaders. These villages were

geographically integrated in major Tswana town$épera 1955, p. 10).

Economic theory regards urbanisation and high @ajoud density as crucial factors for early
institutional development. They promote market eégien and facilitate the enforcement of
property rights. Furthermore, the provision of esis¢ public services such as justice,
education or tax collection is relatively inexpesgsin comparison to more widely distributed

population patterns (Platteau 2000, p. XIX).

2.3.5.2 Organisation of time

Apart from these urban settlements, we can asshateatmajor part of pre-colonial Tswana
lived in smaller settlements and villages averaginfigw hundred inhabitants. As traditional
agricultural labourers and pastoralists, the eweyyduties caring for crops and herds
structured not only their daily working time (eag.a specific time the cattle had to be watered
each day) but also their annual (e.g. harvestimgmg cattle-breed season etc) (Schapera
1955, p. 10 and p. 12-13 and p. 214 and p. 224t@2Mainly the description of the colonial

Tswana).

Measuring time cyclically (e.g. daily, annually)dea on the repetition of work duties is an
institution typical of traditional societies. It rcastill be found today in some African
pastoralists such as cattle-herding societies ntham Tanzania (Obrecht 2009). Similarly,
time can be measured in periods of time necessargdoking rice (around half an hour) or
frying a grasshopper (a few seconds) dependingach society’s main activities (Holloway
and Thompson 2007, p. 22).

From an institutional point of view, how time isrpeived is one of many mental constructs,
which humans use to explain their social and ecanomorld. Individuals who share the

same cultural heritage also share similar belietsraental constructs, which again constitute
cultural norms (North 2005, p. 61-2). The theoadtimodel maintains that institutional norms

based in a society’s culture (i.e. core institusjoset powerful incentives for social interaction
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and economic behaviour. With regard to long-termneenic growth, two effects of cyclical

perception of time need to be mentioned:

I.  Living with a cyclical perception of time means éntself is not used economically. It
is not regarded as a resource that can be tradece @e level of subsistence is
reached, it is usually not expanded (Pirker 199%)p.

.  From a more economic perspective, the perceptiomad (cyclical or linear) has a
direct impact on the synchronization of working reand working discipline. If time
is not measured in standardized units (e.g. hotres)saction costs for labour markets
remain high. In this sense, time perception fumgias an institution. It determines the

rules and transaction costs for labour market&éPit997 p. 5-7).

It seems clear that the Tswana cyclical or tradéloperception of time constituted a self-
enforcing informal institution with sub-optimal effts on economic development. According
to the theoretical model introduced in chapter 1situnlikely that this institution would
change endogenously. There was no rational reasopré-colonial Tswana to break with
past pattern of time organisation. As the study shibw, exogenous parameters — taxation -

introduced by the colonial rulers would induce dan

2.3.6 Pre-colonial Tswana institutions — a short summary

For the aim of this study, some features of the arswinstitutional environment should be

stressed:

Pre-colonial Tswana used informal rules and instiis to regulate all aspects of human
interaction. Well-defined property rights were sech by the institutional powers of the
chiefs, who were not only economically active, also respected as legitimate rulers by their
people. Enforcement of property rights was in thiefs’ own interests and enforcement costs
were low for exchange on personal relations. Wiméekets and trade remained personal and

relatively underdeveloped, population density (tlee tendency to settle in large capitals)
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strengthened the powers of the chiefs and theiiragiration. With so many factors in favour
of strong patrimonial rulers, it was a unique featthat their powers were constrained by
strong informal institutions such as the traditmnconsensus seeking at the kgotla and the
need to be economically prosperous. Strong inted-imtra-tribal homogeneity meant Tswana
institutions were widely respected even by subgectebes who had been culturally
assimilated.
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2.4 |INSTITUTIONS IN THE COLONIAL PERIOD

2.4.1 How the Bechuanaland Protectorate was created

Between 1818 and the 1830s, the military expansibrthe Zulu caused widespread
migration. Military conflicts became inevitable. @HiTswana tribes united and eventually
defended their lands against settlers from othbedr Soon after the 1830s, clashes with
Boers, who were moving north, threatened the TswHreaBoer “Great Trek” took place in
1835). Scholars point out that this period of caapen against the common enemy is likely
to have founded a unified Tswana identity and atydaeling of nationhood. Unlike other
tribes in the region, the Tswana had developedoagtdiplomatic tradition to settle conflicts.
If military defence was necessary, the various Tewtiibes tended to unite in face of the

common enemy (Martin, 2008, p. 41).

As early as 1853, Sechele, the chief of the Bakwiaaelled to Cape Town to persuade the
British to offer protection from the Boers. The Biitignored his and similar wishes from
other chiefs until the Germans annexed South Wé&staA(today’s Namibia). This started the
scramble for Africa in 1884. Unexpectedly, the Tewaoccupied an important strategic
position blocking the Germans from South West Afrim one side and the Boer states on the
other. In 1885, most of the territory which is tg#aBotswana became the Bechuanaland
Protectorate with its later capital, Mafekirfj, actually lying outside the Protectorate
(Acemoglu et al. 2001b, p. 11-12).

Different from many other acts of colonisation iond history, this arrangement seemed to
have been at least partly in the interest of thgestied population. The agreement with the
British recognized the authority of the Tswana chigithin their lands and granted protection

against not only the Boers but also other Africalpes. The British were able to protect the

%% |n 1885, Britain also declared the creation of a crown colony in British Bechuanaland, which was a
much smaller size (around 50,000 square miles). It lay south of the Molope River with Mafeking as its
most important settlement. In 1895, British Bechuanaland was incorporated into the Cape Colony and
the territory is today part of South Africa.

6 Mafeking served as capital for the Protectorate from 1894 to independence.
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strategic route into Southern Rhodesia (then knosvBa@uthern Zambezia) at relatively low
costs. A railway was built in 1896 for a better geation with the Cape Colony (Martin 2008,
p. 41 and ljagbemi 2006, p. 115). Settlers didfloak into the Protectorate. Their share of
the population stayed below 1%. Compared with ottwonies, land conflicts between

settlers and Tswana were rare. The territory waslell into eight largely self-administering

tribal reserves, five relatively small white settfarm blocks and the remainder was crown
lands (Lewis 2006, p. 7 and Parsons and Robinso#, 200.2-13).

Tswana hegemony thrived in the Protectorate. Tswiabp@s continued to incorporate other
non-Tswana tribes and disseminated their languageother Tswana institutions throughout
the Protectorate (Martin, 2008, p. 41). Incorpamatof other tribes went to the extent that
ethnic Tswana became a minority within their owibes. The 1936 census of two Tswana
tribes delivered astonishing results. Of 101,481whalg tribesmen only 20,742 were of

Ngwato origin. The rest counted as other tribesmnbo had been incorporated. There were
similar figures from the Tawana: only 7,072 tribesnof Tawana origin in a tribe of 42,158

people (Schapera 1955, p. 5).

2.4.2 British rule

Most scholars’ classifications of the British colaism in Bechuanaland vary between “light
rule” (Acemoglu et al. 2001b, p. 13) and “beniggleet” (Beaulier 2003, p. 229). The British
themselves were frank about their interest in ttegeetorate being limited. In 1885, the High
Commissioner defined British rule as follows: “We &avo interest in the country to the
north of the MolopgBechuanalanld except as a road to the interior; we might thoreef
confine ourselves for the present to preventing paat of the Protectorate being occupied
either by filibusters or foreign powers doing a#lldi in the way of administration or
settlement as possible.” (quoted in Acemoglu e2@D1b, p. 13)
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British rule of the Protectorate was indirect althloun a much “lighter” version than the
“classic indirect rule” which was practised in Nige The following characteristics of British

rule are worth noting,

a. Colonial administration remained miniscule and htl linteraction with the colonial
indigenous population. The administration’s radfiglirect influence was limited to
the colonial capital outside the Protectorate amah-fiswana population in the
Protectorate (Lange 2009b, p. 9).

b. Taxes were introduced in 1899 (hut tax) and 198%\(a tax).Tswana chiefs collected

taxes on behalf of the British.

c. Chiefs kept their institutional powers over theiopke including judicial, legislative
and executive functions. The ordinary tribesmenengwverned by their chiefs, sub
chiefs or the headmen in the area. Colonial distachmissioners worked solely with
the chiefs, who benefited personally from theiripos as intermediaries between the
colonial world and the local population. Their gmsi allowed them to be rent-
seekers when exchanges between the colonial adratios and the local population
occurred (Lewis 2006, p. 7 and Lange 2004, p. 907).

d. Whereas Tswana population largely kept their ingtihal setting, the Europeans (and
the very small Asian and mixed-race communities) dieect contact with the colonial
authorities (Lewis 2006, p. 7). It is safe to assuhmat this minority followed British
colonial institutions. For the frame of this stutlhe institutional development of the
European and Asian minority will not be taken iataount.

e. The British showed no interest in the resources fi@chuanaland, nor did they
invest in much infrastructure. 75% of British spewdion the Protectorate was on
“administrative expenses” and another large portd@s spent on upgrading tribal
militants. The British armed the tribes against B&mans to the west and the Boers
to the south, beyond this defence spending howdlveBritish did not engage in any
kind of nation-building in Bechuanaland (Scott 2003229-231).
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Despite the generally light colonial rule, Tswarets had to defend their rights and titles
against the British. Most importantly, they soughptevent Bechuanaland’s integration with
the Union of South Afric’ Ever since the creation of the Protectorate, tligsBiintended to
merge Bechuanaland into the surrounding British Essses; a plan which was also pursued
by Cecil Rhodes and South Africa (i.e. the Cape Cqltatgr Union of South Africa). South
Africa’s influence was strongly felt in the Protecte. The administration of the Protectorate
was under the indirect control of the British Highn@uissioner in Pretoria who appointed
the Resident Commissioner for the Bechuanaland Pooétet (Rey et al. 1988, p. XVIII).
Despite political pressure from Pretoria, plansrf@rging the Protectorate with South Africa

never materialized.

Until 1934 the British hardly attempted to establisa direct authority of the Tswana chiefs
(Acemoglu et al. 2001b, p. 14). The presence oidbritaff in the Protectorate remained low.
In 1915, the British administration counted 277 memlof staff, of which 90% were police
guarding the border. In the mid-1930s, only 22 pohee administrators were permanently
stationed within the Protectorate (Lange 20090)p. Among the few occasions, when the
British intervened directly in tribal affairs, twoxamples stand out. The Kwena and the
Tawana were the two tribes in which the British leaforced the replacement of clever but
dissident chiefs (1906 and 1931). Subsequent chvefe dependent on the British rather than
on popular legitimacy. Consequently, they tendedentioan other Tswana leaders to promote
their own interests rather than develop tribal vieling. The Kwena and the Tawana
remained the least democratic and the least guigetbgal-rationale ideas during the"™20
century. The Tswana tribes on South African teryitonderwent a similar fate, where
colonial interferences in mainly succession resulte corrupt patrimonialism (Parsons and
Robinson 2004, p. 17).

" On smaller squabbles and contest for power between the British and the chiefs see ljagbemi 2006,
p. 108-126
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2.4.3 General Effects on pre-colonial Tswana institutions

Tswana institutions were not directly challengedcbipnial rule. Research in this regard has
focused in particular on political institutions amastitutions that secure property rights
(Acemoglu et al. 2001b, Robinson 2009). Unlike oth&ican countries, colonisation did not

forcefully replace local institutions with coloniatstitutions. Consequently, there was no
direct clash between Tswana cultural norms anddBritormal institutions (Englebert 2000,

p. 13-14).

Even without an obvious clash of institutions, Bhtirule had an important effect on the
development trajectories of various Tswana insting. Furthermore and particularly in the
areas of language and in the organisation of s@mdl economic life, there was a steady
institutional takeover of European (mainly informahstitutions. This development was

promoted by four main factors:

I.  The introduction of colonial taxes;
II.  the subsequent increase of job migration into Eemopmines and factories outside the
Protectorate;
lll.  intensified contact with missionaries and traders]
IV. the Tswana elites’ interest in economic prospesdty the tribes’ preference for

urbanisation.

Out of all factors, taxation had probably the sgrest impact on Tswana institutions. First,
taxation strengthened the political and economigvgroof the chiefs, who received a
commission of some 10% of what they collected (Gb@@9, p. 1888). Second, job migration
became widespread among Tswana males, because imahg Protectorate looked for
employment in South Africa and the Transvaal. B¢3 Searly half of the male workforce
between 15 and 45 years were working away fronPtogectorat® (Acemoglu et al. 2001b,

p. 14-15 and Schapera 1993, p. 405). Third, tanaiowly introduced a cash-based economy

8 Lewis reports conflictingly that, by the time of independence, about 30% of the workforce worked in
South African mines, farms or factories (Lewis 2006 p. 7).
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into the Tswana society. In addition, Europeandradntroduced new goods onto Tswana
markets (Schapera 1955, p. 56 and 256 for exam@Bgsyand large, Tswana chiefs were
aware of the gradual changes and tried to stegpribeess. They forbade labour recruiters to
operate in the tribal areas, tried to ban spiritd arohibited the entry of poor white and
Indian traders (Schapera 1936, p. 236).

2.4.3.1 Political Institutions in colonial times

Tswana political institutions such as the kgotlae heed for consultation and the close
connection between economic wealth and politicatggoremained untouched under colonial
rule. In general, rule by traditional authority waset altered. Sub-chiefs’ and headmen’s
patrimonial hierarchy also remained intact. Howeweriefs’ position and powers were

slightly altered during the colonial period.

They still presided over tribal courts at the kgpbut severe cases (e.g. murder) were brought
before British administration. From 1919 onwarddloo@l administration also acted as a

court of appeal to other verdicts of tribal courts.

a. Their magical and religious functions were paréplaced by Christianity.

b. Their right to call for unpaid labour services waere and more resented once cash
and payment for work had become ubiquitous (Sclaap@83, p. 406).

c. Their personal income benefited from their roleagents and tax collectors for the
British (Good 1999, p. 1888). They also receiveds@&om traders and tribute in cash
from migrant workers returning home to their trif8shapera 1936, p. 230-231).

Missionaries expanded their work under British rdlee expansion of Christianity slowly

eroded the chiefs’ religious status. As Christiammoquestioned the religious legitimacy of
the chiefs’ powers, the chiefs reacted pragmaticdlhey adopted Christianity and worked
together with the missionaries much as they hagpe@ted with the sorcerers in pre-colonial

times. At the same time, the missionaries becanp@rtant political allies often taking sides
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with the Tswana against the British administrationeveryday life and other problefis
(Schapera 1933, p. 407).

2.4.3.2 Property rights

Tswana institutions which secured property rightsevnot directly affected by British rule.
Communal property for unused land and private owmpers$or livestock and used land
continued to co-exist. Based on their political pmsyé¢he chiefs and their officials continued
to enforce these property rights within the tritederves. The institutions setting continued to
favour the establishment of a prosperous “beefgtramund the chiefs and their political
elite (Parsons and Robinson 2004, p. 18). Economiuality became slowly entrenched as a
result of this institutional arrangement (Good 19$9988-189).

Technological development influenced the valueasfdl From the 1920s, more boreholes
were drilled to provide water for the herds. Newtgated wells were owned privately and the
adjacent grazing land also increased in value amd subsequently regarded as private
property. This trend benefited the major cattledead and continued into the 1960s. (Good
1999, p. 188)

Under colonial rule, markets gained importancetfe@ Tswana’s economic activities. The
introduction of cash as a currency supported ttaad further. Cash and livestock (most
importantly cattle) existed side by side as maaditig currencies. Interchange was fairly
easy. Around the 1930s, 1 £ was equivalent to onerdwo goats (Schapera 1955 p. 273).
The chiefs adapted and started to accept cashttter fa tribute payment or fines (Schapera
1955, p. 65 and 86). The increased presence ahtyadores and white traders opened new
markets for imported basic commodities, which weesidered superior to Tswana products.
In exchange, Tswana traders exported cattle aner gfoducts to South Africa. This was

%% |n 1930 Resident Commissioner Rey noted bitterly in his dairy: “Now the Church of Scotland mission
run an institution in South Africa called Lovedale where a thousand natives regularly are being
educated — and apparently all the unrest among natives is due largely to those who come out of
Lovedale. So that is a jolly prospect. | wish | could induce my savages to start a pogrom of
missionaries and eat the lot.” (Rey et al. 1988, p. 19).
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initially an important source of cash income, whiehas later (owing to South African import
restrictions) replaced by job migration (Schapeda6l p. 231). Another impact of European
influence was the creation of small labour marleetd enterprises in urbanised areas. Early
forms of service industries in the areas of transpion, crafts or health were created in
particular (Schapera 1936, p. 230).

2.4.3.3 Social institutions

Important social European institutions expandedoinns and areas close to neighbouring
white colonies. Among those the most importantitusons gradually taken over by the

Tswana were

a. European languages: English and Afrikaans were itegoby migrant labourers in
neighbouring colonies.

b. European education in particular writing was dissated.

c. Christianity brought by missionaries imported a fathge of new social norms.

d. Post-industrialised working hours and a linear gption of time was imported by

migrant labourers.

Several factors contributed to the expansion obfean institutions. First, the hut tax may
have promoted the import of European institutidmscause it forced Tswana to work in
neighbouring colonies (i.e. the closest source ohey). It thus confronted a considerable

part of the population with the new institutionglswas money and working hours.

Second, schools were another important factor. Bbaducation was actively supported by
the political elite and seen as a way to achievaltiwdy the common Tswana. The spread of
Christianity was closely related with schooling, &e®e most schools were run by

missionaries.
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Third, the Tswana preference for urbanized setttemealso promoted the “silent”
institutional takeover of European informal ingiibms. In urban settlements taxation,

schooling and markets were comparatively more g¥fec

Urbanisation did not start with British rule, butiged momentum in colonial times. In the
1930s, Schapera observed relatively large towns satiements of populations of up to
25,000 inhabitants (Schapera 1955, p. 8). Sucly edohnisation was unusual for most other
African tribes in the region. In particular the maowns developed into the Tswana states’
early political and economic centres (Parsons aruirRon 2004 p. 17). For the aim of this

study, two impacts from Tswana urbanisation areresting:

[.  Urbanisation influenced how people managed thenking time on a daily basis and
annually.
II.  Urbanised settlements facilitated contact with Bhitor Boer institutions for a large

number of Tswana.

Schapera’s description of Mochudi, capital of thekdgdla (Bakxatla) tribe, can serve as a
good example. In the 1930s, an estimated two trofddhe tribe (i.e. 9,000 out of 12,000
Bakgatla) lived in Mochudi. Living together in a diverea had an important impact on these
two thirds. It changed their annual working cyahel dime management in comparison to their
rural fellow tribal members. Urban life did not@il people to live close to herds; therefore
cultivated lands and grazing areas were miles dubwn — too far for a daily agricultural
routine. Hence, from November to June (the raimsenr) the urban families moved to live
and work on their fields outside the towns. Durthgs time, urban life came to a standstill.
During winter (July to October), the families moviedck into town leaving the young men
and boys to herd the cattle. Consequently, wintenthowere filled with political work,
domestic production and house building (Schape83.19. 402-403).

The location of the Bakgatla tribal area and itgteapity close to the south-eastern border of
the Protectorate exposed the tribe to Europeans nmiensively and earlier than other
Tswana tribes. Whereas hunting, cattle and agukstill served as the traditional source of

food, economic life in Mochudi had adapted to Ee@pinstitutions. In order to pay taxes, an
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estimated 40% of the male workforce had to workémghbouring European-led centres of
employment. They worked in the gold mines of Wiwvatand or on the fruit plantations of
the Rustenburg district outside the ProtectorateseAbes of two years were common. The
migrant workers were the first to adapt to new Besam institutions of employment including
work and time management. Among the young and ¢eddawas regarded fashionable to
speak English among themselves (Schapera 19384p406). At least for urban settlers, the
traditional lifestyle steadily came to an end. Aapons for men typically included working in
the mines long enough to afford cattle, findingigewo start a family. Some went to work as
clerks for the colonial administration (Lewis 206 8).

This development recalls traditional European gmsewhich were also characterized
initially by a cyclical time perception. Industiition began in urbanised areas.
Industrialization induced a linear perception ofjusEnced (working) time slots. Individual

working time began to serve as a resource for lalmoarkets and firms. The subsequent
economic and social transformation of Europeanonatwas based on a new linear view of
time, which functioned like any other informal imgtion. It set rules to regulate working

hours. Hence, it separated private time from waykime, which was sold to an employer.
Punctuality and diligence became assets becaukmsvef transaction costs (Pirker 2004, p.
113-125).

Missionaries (among them most actively, the LMSpadbenefited from urbanisation. Their
schools and churches were early promoters of Earomeilture and institutions such as
education and health care. Bakgatla chiefs actigafyported missionaries and in particular
schooling, which they saw as a tool to modernizé @nadopt new technologies. Reports
from the town of Mochudi show that in the 1930sgioly 20% of the children attended
schools. Schools inside and outside the Proteetgradduced the first wave of Tswana
entrepreneur? Resident teachers enjoyed considerable prestigepammioted European

culture. Education outside home and job migratibthe husband gradually eroded the role of
the traditional household-based economy (“oiko¥9wards the 1920s, Tswana tribes ran

%0 Quett Masire, the second President of Botswana, started as a former school teacher. In the 1950s,
he applied modern farming methods which led to Botswana quickly becoming the largest grain
producer in the Protectorate (Lewis 2006, p. 8).
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their own schools and after the 1930s the coloadahinistration followed suit (Schapera
1933, p. 405 and Schapera 1936, p. 233 and 243-244)

The partnership between missionaries’ schools aitl the British administration’s South
African entrepreneurs’ economic interests was mihadental. It was common practice in
Southern Rhodesia, Kenya and other parts of Britidbnéal Africa. The missionaries were in
search of souls that could read the Bible and thtsBr...required a civilizing mission that
would convert Africans into proto-Europeans who lgopeacefully co-exist with their tutors
in civilization while inclining them toward the emomic practices of modern capitalism ...."
(Windel 2008, p. 4-5). By the 1920s the Colonial i€ffstarted efforts to streamline and
structure educational efforts throughout the Emp@emmand paper 2374, a first policy
statement, urged that “... Education should be adapte the mentality, aptitudes,
occupations, and traditions of the various peoplesserving as far as possible all sound and
healthy elements in the fabric of their social;liéelapting them where necessary to changed
circumstances and progressive ideas, as an agerdtwfal growth and evolution” (Windel
2008, p. 9).

2.4.4 Institutions in the colonial period — a short summay

Although a direct clash between British and locatitntions was avoided, the development
paths of some Tswana institutions were affectedeurablonial rule. Interestingly new
European institutions (e.g. language, labour marlkeztsh based economy) were not imposed
by acts of colonial masters, but gradually intreetlcinto Tswana society because of
geographical and social factors. Among these tlwnity to European led day labour,
taxation, urbanisation, education, and the workn@dsionaries were the most influential in
promoting this development. Furthermore, Tswangaefshpersonally benefited from the
political arrangement with the colonial administvatand supported a gradual modernisation

of Tswana society.
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2.5 INSTITUTIONS IN POST-COLONIAL BOTSWANA

2.5.1 The way to independence

The Protectorate’s path to independence evolvedndrthe central figure of Seretse Khama,
heir to the chieftainship of the Ngwato tribe. Dwgrihis education in London, he married a
British woman, which was a serious breach of Tsweadition (and it took a series of kgotla
sessions to reconcile him with his tribe). In 19&ilvever, the British administration banned
him from the Protectorate under pressure from thely elected racist government in South
Africa. Only in 1956 were Khama and his wife allaweturning to the Protectorate under the
condition that he denounced chieftainship (LewiB&@. 10).

Khama's exile had profound effects on the popuitatiduring the period of his banishment,
his followers began to organize a political movemfar independence that would rattle
British rule in the Protectorate. The Ngwato crisas closely followed in the media by the
British public, who largely opposed apartheid So@thca. In 1954, it became clear to the
British administration that its initial plans to rgerthe Protectorate with South Africa would

have to be given up (Lange 2009b, p. 11 and 13).

The colonial administrator, Peter Fawcus, who laerame the Protectorate’s last Resident
Commissioner, became an important ally of the yotusmgana independence movement. By
1961, Fawcus established new political bodies bageda preliminary constitutional

arrangement that was approved in London. Amongetbeslies the most important were: an
African Council®* a European Council and a mixed Legislative CoundiGCO)>? At this

early stage of limited political autonomy, the itamhal Tswana institution of consultation
with the tribesmen was already integrated intoskagive and administrative bodies. The

African Council began to reform Tswana politicaltingions and started to replace the local

%1 The African Council represented the native population and was elected from the local ward level up
through a system of tribal kgotlas.

%2 LEGCO consisted of ten Africans (eight elected by the African Council and two appointed), ten
Europeans (eight elected by the European Council and two appointed), one Asian and ten government
officials with the resident commissioner presiding.
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chiefs’ patrimonial rule with democratic procesgewil servants and early politicians gained
valuable practice in various councils and admiaiste departments. The first political parties
were formed inside the LEGCO. Seretse Khama foutiiedew Bechuana Democratic Party
— later the Botswana Democratic Party (BDP) — in 198% BDP was explicitly national,
non-tribal and non-racial. It immediately startediding grass-root structures using Khama'’s
popularity as a former chief. BDP leaders travetl@@ughout the country discussing ideas,
recruiting members and disseminating informatiooulthe new constitution. At the 1965
elections, the BDP had offices in every constituetheyeby winning 81% of the vote (Lewis
2006, p. 10-12). In 1966, the country gained indeleace as the Republic of Botswana with
Khama as its first president and the BDP as thegyparty (Parsons and Robinson 2004, p.
13).

Despite the peaceful achievement of political foead newly independent Botswana was
impoverished. During its first five years of existe, it was heavily dependent on British
financial support (Parsons and Robinson 2004, p. @B)the other hand, colonial rule had
ended peacefully and independent Botswana was asualty ethnically homogenous nation.
On independence a majority considered themselvesmia and shared the same langdage
(Robinson 2009, p. 9).

2.5.2 Institutional development towards a modern state

The hypothesis laid out in Chapter 1 builds the idlean institutional development upon the
imported state hypothesis. It argues that the wrans in the extent to which post-colonial
state institutions clash with pre-colonial insfibuis largely account for differentiations in

institutional quality and thus economic performa(i8adie 1992 and Englebert 2000).

According to the simple theoretical concept, whilsts thesis applies, institutions of a post-

colonial state are more likely to promote long teemonomic growth, the better local

% This feeling of Tswana-hood is partly surprising. Owing to extensive incorporation of non-Tswana
tribes, probably no more than 50% of Botswana’s population had Tswana ancestors on independence.
Even if ethnical homogeneity in Botswana cannot be supported by statistics today, the overall feeling
of belonging to a homogeneous group had a politically stabilizing effect (Robinson 2009, p. 9)
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institutions are integrated into the post-colomistitutional framework and the more formal
institutions of the modern state are embeddénl a society’s social networks based on its
history and culture. Consequently, the following lgsia will focus on how pre-colonial
Tswana institutions were integrated into the instihal framework of modern Botswana and
how European institutions, which were necessaripdrted to build this framework, were

introduced to the Tswana society.

The introduction of several informal European istons had already begun during the
colonial period. As shown above, the perceptiorwofking time had changed owing to
taxation, job migration and schooling. Local labanarkets had started to exist. English
language and Christian values had been diffused @itt@population. This first phase had a
geographically focus on Tswana capitals. Affectmaginly informal institutions, the process
took roughly two generations. A clash between Britised Tswana institutions was avoided

owing to light colonial rule and pragmatic Tswaaadership.

In a second phase, the process shifted to the iomssadoption of formal modern state
institutions. This process was much shorter. Itghdy lasted from the decade before
independence and ended a decade thereafter. Thdative introduction of a wide range of

formal institutions in such a short period of tinseprobably best explained by concepts of
“crises” or otherwise sharp breaks from establish@dcedures. Independence after
generations of colonial rule usually constituteshsa crisis (Williamson 2000, p. 598 and
Lange 2009b, p. 2-5).

In this second phase, Botswana’'s leadership chosehwvistitutions to build from scratch

and which pre-existing ones to keep. Newly intreglanstitutions were modelled on

European examples and adapted to Tswana culturstirigxinstitutions such as the kgotla
were integrated into the formal institutional framuek necessary to run a nation. As this
section will show, a clash between pre-colonial gust-colonial institutions was again
avoided.
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Phases of Institutional Development in Botswana
1. Colonial Period: ~ 80 years 2. Independence Period: ~ 20 years
(1885 - 1966) (1961 - 1980)
Mostly informal institutions taken over Mostly formal institutions taken over from
from British and Boers. Examples the British or Dutch and adapted to
include: Tswana culture. Examples include:
- language « Westminster based parliamentary
» cash based trade system.
« linear perception of working time « Tswana institutions such as kgotla and
customary law preserved

Figure 8: Phases of institutional takeover in Botswana
Source: Own

Breaking the institutional development into two m@®snay help to examine what went
wrong in other former colonies, where colonial roliéen destroyed local institutions and
replaced them with European institutions by ustoafe. More often than not, this phase was
brutal. It is a remarkable feature of African caoldrhistory that the Tswana have managed to
preserve most of their institutions under colomak. In this context, a comparison with
related Tswana tribes on South African territoryingeresting: Tswana tribes on South
African territory and the closely related Basotho Liasotho initially had very similar
institutions (e.g. the kgotla) to the Tswana in tReotectorate. These institutions were
determinedly undermined by British efforts to matglilabour for the expanding mining

industry. Other examples of subverted local insths are documented (see Robinson 2009,
p. 9).

2.5.3 Political institutions

Today, Botswana is a parliamentary democratic repuwiath strong presidential powers. Its
legislative, judiciary and governmental institutiornave been modelled on European
examples but adapted to Tswana tradition. Tswasttutions have been preserved at the
level of local administration, where chiefs stikegcise important judicial functions. The

kgotla remains as a good example of a local ingiituthat still has an important role in
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modern Botswana political life. This section wilkéaa look at the establishment of modern

Botswana’s institutions.

2.5.3.1 Establishment of a new framework of political instiutions

The process which developed Botswana’s politicaiituteons from its colonial framework
began with the disempowerment of the chiefs tow#drdend of the colonial period. The first
step was the creation of elected district courioiladminister former tribal areas in 1966\t
this point, the chiefs were invited to act as efic@ chairpersons within the district councils
which governed the territories occupied by thespeztive tribes. At the same time, the
Chieftainship Act of 1965 formalized the chiefs’ ditsonal powers. This act explicitly
confirmed their judicial powers in customary courteeir right over stray cattle, their
authority to regulate tribal affairs, their right tonvene kgotla meetings, the power to
allocate land, and many other rights. The poweetmgnize, appoint and suspend the chiefs
was transferred to the president. After the chiedd agreed to this formalization of their
rights and powers, these were gradually erodedsirias of legal acts. In 1968 for example,
the Tribal Land Act transferred the right to allteéand which was formerly the customary
right of the chiefs to the newly established lamaros (Adams et al. 2003, p. 3). Similarly,
most of the chiefs’ other rights such as revenudedmn were transferred to local
government and tax authorities. Finally, the chieése removed as ex-officio chairpersons in
the district councils (Parson 1984, p. 43-44 armaiei 1985, p. 66).

Two prevailing conditions facilitated the surprigim peaceful transformation from

patrimonial rule to bureaucratic administration.

First, the chiefs’ disempowerment was eased bytSeihama himself being the chief of the
country’s largest tribe. Combined with the high éhhomogeneity among the Tswana,
Khama's legitimacy of the president as politicalder was greatly enhanced. Botswana was
governed like a “modernized traditional kingdom'h@ebert 2000, p. 14). Once legitimacy

% The district councils govern all citizens within its boundaries regardless of race or tribe (Lewis 2006,
p. 13). However, the territories of the nine districts largely coincide with the former tribal areas. The
district councils were granted semi-autonomous powers in the beginning, but lost some of their
autonomy in the 1970s (Parson 1984, p. 44-46).
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of his government had been established, it no long&tered that his successor (his vice-
president) was not originally a chigfLewis 2006, p. 14-15). In Weber's terms, Botswana
had changed from the legitimate domination of tradal authority to a rule based on

rational-legal authority.

Second, the state administration’s rapid expansias carried out by competent bureaucrats,
who were either expatriate staff or Tswana civivaats educated in either London or South
Africa. Together with British educated Seretse Khatinay acted as powerful local supporter
to institutional development (Ménard and Shirley00p. 631). The need for competent
administrators was strong. In the last decade beiadependence, 2,500 new jobs were
created in state administration. After independaheeadministration continued to grow by
20% per year (Lange 2009b, p. 9-10). Staff memletis a foreign background by either
education or birth were aware of how political mgions functioned and of the problems
which could be avoided (e.g. racism and tribalisrother colonies). The European and South
African expatriate workforce, who filled the resgdsle positions in the civil administration,
was considerable. In 1964, expatriates filled 75#&alb senior and middle management
positions in public services. In 1977 this share atdl 33% (Parson 1984, p. 41-42).

It is remarkable that Botswana’s leadership didgie¢ in to political temptation to quickly
replace expatriate civil servants by local civinats. Despite public pressure, “localization”
was gradual and enabled Seretse Khama and hisssocseo keep civil services running
without breaches in standards of efficiency (PicE387, p. 85-89 and Lange 2009b, p. 15).

2.5.3.2 Botswana’s framework of political institutions today

Botswana’s parliamentary system follows the Westteimsiodel which has been adapted to
fit Tswana culture. The political system grants enpower to the president who is both head
of state and head of government. Legislation ligh whe National Assembly. A House of

Chiefs advises the Assembly on tribal affairs andtamary law, but cannot influence

% His successor as president and head of the BDP, Quett Masire, had been a teacher. After his
succession in 1981, fears that he would fail to unite voters did not materialize (Parson 1984, p. 55).

90



legislation (Parson 1984, p. 39-40). Botswana’'sdiadlisystem is based on a Dutch-Roman
model, but also has elements of British common @wthe national level, its judicial system
is comparable to a continental European country Bsaand Subrick 2006, p. 110). On the
local (formerly tribal) level, the chiefs retain portant judicial powers. They preside over
customary courts and do justice according to cuatgrtaw in minor offence cases. These
customary courts were expanded to areas wherehidigynever existed (such as new urban
settlements) so that all Batswana today could haualeaccess to the judicature without a
lawyer. As a result, the legal system has not cédmguch for average citizens, whose legal
problems take them before a chief. 70 to 80% otiail and minor criminal cases are still
settled at around 500 customary courts in Botswdinere is no codified or formalized
generally applicable customary law. Appeal courtsvjgle the necessary congruence among

customary and common law (Lewis 2006, p. 13-14@ishwanelo 2010).

The kgotla remains the place where chiefs and gowental officials hold customary court.
Politicians (e.g. cabinet ministers) also use thetlla as a forum to consult with the citizens
and inform them about new legislation (Parson 1984,38-41). Today, the kgotla is
considered one of the earliest pillars of Botswamnisocracy, which may be flattering. As
has been shown, the kgotla was a forum to seekensus, but not necessarily a democratic
institution in today's sense. However, the politic@mportance of the kgotla in modern
Botswana politics is seen by anyone who reads a Bo@wewspaper (Botswana Gazette
2010).

In its early election campaigns, the BDP used thetlag extensively. Feedback from

community meetings reported the people’s needshéalth services, education and better
access to markets. The BDP government respondezbthezmaining in power (Lewis 2006,

p. 14-15). Research conducted in 1979 in rural aapasvillages showed that trust in the
effectiveness of the kgotla was higher than in aeyw established governmental body (e.g.
the land board or district council) and that kgetheere still frequently attended. In particular,
the less educated rural population education hileé lunderstanding of the meaning of

national government and of the nation state, BotawRitard 1985, p. 66-68).
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The role of the kgotla is a good example of the agsumptions that this study holds. First,
informal institutions outrank existing formal irtstiions in their influence in regulating social
life (Williamson 2000, p. 596-598). Second, the tkgoexample shows that integrating
compatible informal institutions within the instilonal framework of a modern state
increases political legitimacy and raises the dieféectiveness of formal institutions. There
is probably more research needed on informal utgitis and how they influence long-term

economic growth.

2.5.4 Property rights on land

The co-existence of common and private ownershilared as well as the private ownership
of cattle was inherited from the colonial perioddaemains dominant even today (Beaulier
2006, p. 108). This institutional arrangement obpgarty rights has suppressed the
establishment of functioning land markets. Consetijyerural economic development in

Botswana is lagging behind the country’s overallnesoic performance.

On independence, the ranching industry was the omdystrial sector of importance in
Botswana. Owing to the traditional connection betwegmlitical power and cattle, the
distribution of cattle ownership was highly unequévertheless, the non-cattle-owning rural
residents’ economic existence was indirectly depahan the health of the cattle sector.
Hence, cattle owners and non-cattle owners shapesnanon interest in having a prosperous
ranching industry. This gave all sides strong itives to keep common ownership of land
and private property rights of cattle unchangedtarfdllow the developmental path based on
ranching and exporting cattle. Consequently, the gevernment invested in physical capital
(infrastructure, roads) and human capital (edunapablic health) in rural areas because such
investment initially promised high returns in ramzhand promoted growth (Martin 2008, p.
42).

What appeared as good economic policy right afteéependence (i.e. building on unchanged
property right institutions) became a problem itedayears. Today, vast investments in the
rural areas and the establishment of governmentdieb allocating land (Land Boards) have
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not shown much success. Without going into too mdetail, the findings of the second
Common Country Assessment (CCA) by the UN state thdititonal institutions clash with
governmental initiatives. In particular, the traahial land tenure system is blamed for
obstructing efficient land use 2CCA for Botswana 2007, p. 11). “Although rooted in
traditional structures and communal land ownerdthig,administration and allocation of land
are highly problematic, with a lack of transpareneycessive bureaucracy, long delays, no
effective market mechanism for reflecting supplyd ademand, and ample scope for
corruption. The shortcomings embedded in this systge one of the main causes of
inefficient and unproductive land use."{ZCA for Botswana 2007, p. 23).

2.6 SUMMARY

The aim of this study has been to investigate whig\Bana ended up with remarkably strong
institutions. By applying the conceptual framewadtkthis thesis to the course of Tswana
history, the study has been able to identify inilied factors and variables
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Exogenous variable

Endogenous variable

Outcome

Light colonial rule left Tswana pre-
colonial institutions untouched

The colonial period was peaceful anc
long enough for informal institutions

to be adopted.

Gradual introduction of European
institutions (language, education,
working time perception, money).

Sovereignty was handed over in a
peaceful and constructive manner.

Foreign financial support and
availability of skilled workforce in
public services enabled continuity.

Pre-existing political institutions
constrained political power of the
leader (kgotla)

Tswana leadership pursued econom

interests and promoted education.

Tswana preference for urbanisation

and modernisation.

Perceived high ethnical homogeneity

among the Tswana population.

Geographic vicinity to European

settler communities in South Africa.

Rich deposits of minerals and

diamonds found after independence.

Relative high level of geopolitical

neglect by European colonial powers

Botswana has
successfully introduced
European institutions
which have been
adapted to Tswana
culture (e.g. judiciary
system incorporates
customary courts) and
important local
institutions have been
preserved and integratec
into the post-colonial
institutional framework
(e.g. role of kgotla
today).

Botswana’s institutional
framework is one of the
best in Africa and ranks
53%in the world. The
country has one of the
highest per capita GDP
in Africa.

Sectors where
modernisation of
institutions did not take
place in the early years
of independence (e.g.
land use and communal
ownership) have
suffered from structural
economic
underperformance.

Table 6: Exogenous and endogenous variables of the w

Source: Own

orking hypothesis
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What conclusions can be drawn from Botswana’s case?

First, Botswana applied orthodox economic policees¢hieve long-term economic growth.
There was no “big push forward”, nor import suhsign. However, it would be wrong to
argue that other African countries would have beener today, had they followed similar
policies. Rather, we can learn from Botswana’s chs¢ if the institutional framework is

right, orthodox policies can lead to long-term emoit growth.

Second, the reasons for Botswana'’s effective irtgtita can be found in its colonial and post-
colonial period. In those areas where existingitusdbns clash with modern formal

institutions (e.g. property rights on land), ecommnderperformance is measurable. This
supports the working hypothesis. Furthermore, tieoretical framework which has been
introduced in chapter 1 has been helpful to explanv Botswana avoided a clash of

institutions and built an effective institutionahmework.

Third, Botswana’s success attributes to a uniquebawation of exogenous conditions (e.g.
light colonial rule, apt Tswana institutions, ettali homogeneity) and historical
circumstances (e.g. the vicinity to European sattle South Africa). The combination of
these variables can hardly be repeated. Thus Bo&gswannot easily serve as a model for
other countries which suffer from ineffective imgtions. More research (and individual case
studies) on conditions and influencing factors aeeded to establish a nuanced theory on

(post-) colonial institutional development, whidmncdoe tested on a broader scale.

Finally and more fundamentally, the study has ersjzled the role of informal institutions
within the institutional framework of a state ah@it impact on economic performance. In the
context of post-colonial development, informal ingtons represent the institutional level of
customs, tradition, culture and religion. Botswanzése has shown that these norms persist
through generations and that they dominate andnpally obstruct the effect of formal
institutions. The lesson here is that scholars pwiccymakers alike should consider to the
importance of existing informal institutions and whothey can be used to increase

effectiveness of the institutional framework oftates.
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3 NIGERIA

3.1 INTRODUCTION

The world’s 18 largest resources in oil have turned Nigeria amoAfrican economic giant.
Nigeria has the third biggest economy by GDP inaafbehind South Africa and Egypt. Yet
most scholars agree that despite immense wealtatural resources, common Nigerians are
probably not much better off early in the®ientury than they were in the 1960s. Nigeria’s
economy is highly dependent on oil-exports and ingppretty much else. National political
and economic institutions are weak, malfunctiorangimply infested with corruption. Most
institutional economists would concur that Nigesiaconomic underperformance and its
extremely weak institutional framework have a calisé. The lack of functioning political
and economic institutions is seen as the main reafar Nigeria’s economic

underperformance.

The following case study aims to contribute to thuestion of why Nigeria ended up with
such inefficient institutions. It traces Nigeriarsstitutional origins back to the country’s pre-
colonial and colonial past. Owing to Nigeria’s shege and the multitude of its ethnic
societies with their distinct institutional legagia limitation of the scope of this research is
inevitable. Therefore the institutional analysisstdiidy will focus on a single ethnic group:

Kanuri living in today’s Born® State in north-east Nigeria.

Nigeria’'s colonial past shares some similaritiethviotswana. It is characterised by indirect
rule and negligible European immigration. Differéram Botswana, Nigeria’'s case may be
regarded exemplary for a group of former Africanlootes which suffer from weak

institutional and economic performance after inaej@nce.

% The older spelling Bornu is used to described qmenial and colonial Bornu. Upon independence the
spelling changes to Borno. The study will follovisthotation.
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The Kanuri have been selected from among Nigemaésy ethnic groups, because some
similar exogenous parameters they share with thgama. Both ethnic groups have a
comparable population size and live in a landlo¢lkatd and flat country. Nomadism and
cattle herding are still important ways of lifethalugh the majority of the Kanuri are

sedentary farmers.

The study of Nigeria and the Kanuri is conductedearnthe hypothesis that the variations
among the extent to which European institutionssieta with the pre-existing local
institutions largely account for disparities intitigional quality and economic performance
in former colonies. The findings of the study oe fiswana have so far underlined - among
others - the importance of persistent informalitagons which root deeply in a country’s
pre-colonial cultural traditions. This study willitd on these findings and put an emphasis on
the role of informal institutions in the Kanuri titgtional development. Are the Kanuri, too a

case for the prevalence of informal institutiongmoformal institutions?

The study will employ the theoretical framework ggeted in Chapter 1. The framework is
grounded on the school of new institutional ecorasmvhich was also presented in Chapter
1.

The study uses historic evidence gathered fromelgngon-economic sources to analyse pre-
colonial and colonial market and non-market insibtus. Other economists have likewise
employed non-economic sources in institutional aese over different historic periods to
deepen knowledge about political, economic andasdactors which influence institutional
development (see for example Greif 1993, Lydon 2@0® Landa 1994). In particular the
work of the British anthropologist Ronald Cohen hasnba valuable source (Cohen 1967 and
Cohen 1965). The diaries and travel accounts df d@éntury explorers such as Barth,
Nachtigal or Denham and Clapperton have providedtiaddl important information, in
particular for the institutional analysis of theegrolonial Kanuri (Barth 1890, Rohlfs 1884,
Denham et al. 1828 and Nachtigal 1879 to 1889) tli®icolonial period James Coleman and
Michael Crowder’s books give good recounts (Crowd&r8h and 1978b, Coleman 1963).
Other important sources are the colonial reportsvaorks written by Frederick Lugard, High

Commissioner and later Governor in Nigeria (Luga®82). Important political and economic
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research on Nigeria has focused among others orothef Nigeria’s neo-patrimonial state
(Kohli 2004) and the erosive effect of its increasipolitical fragmentation (Bach 2006).

Sala-i-Martin and Subramanian examine how weaktingins are related to the resource
curse (Sala-i-Martin and Subramanian 2003). On aenregional level Daniel Berger’s

attempt to measure the persistence of local instits (Berger 2009) and Ghislaine Lydon’s
well-researched book on trans-Saharan trade pragdetll (Lydon 2009). With more local

focus the German ethnologist Holger Kirscht hagmrsively studied a Kanuri village situated
near Lake Chad (Kirscht 2001).

At this point an important caveat seems appropridtecurate figures about Nigerian
economy are not easily available. The Economistieakly newspaper, once quoted in its
1982 survey on Nigeria: “This is the first survayppshed by The Economist in which every
number is probably wrong. There is no accuratermé&tion about Nigeria.” (The Economist
1982, In: Kohli 2004, p.331) Similar difficultiesitlt Nigeria’s statistics are reported by the
UNDP and others (UNDP 2009b, p. X, Stolper 2008).chse of contradictive figures
preference has been given to the figures from tlegld\Bank over other sources, simply
because the World Bank data and time series orridiges most complete.

The rest of the Nigeria study is organised as ¥aloThe following section provides a brief
overview of Nigeria’s economic and institutionatoed after independence. Section 3.3 is an
introduction to the Kanuri of Bornu. Section 3.4rttdhe analysis of important pre-colonial
Kanuri institutions which will serve as a baselfnoethe rest of the study. Section 3.5 looks at
what happened to these institutions under Britith iSection 3.6 analyses how independence
affected the quality of institutions in the Bornoa®t The section 3.7 summarises and

concludes the Nigeria case study.
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3.2 THE RECORD

Located in western Africa on the Gulf of Guineag®ia shares territorial borders with four
francophone countries (Benin to the east, Nigeh&rorth and Chad and Cameroon to the
west). Nigeria is a sub-Saharan country. Its warmt ecosystems ranges from wetlands
(including the Niger delta) and tropical forestghe southern lowlands to savannah and semi
arid plains in the north. The country possessesiddnt fertile land as well as substantial
natural resources (Bach 2006, p. 63). Nigeriadsrasiderably large country, slightly smaller
than Tanzania or Egypt. It is also Africa’s mospplous country counting well above 150
million inhabitants (CIA World Factbook Nigeria 2010

Nigeria’s territorial shape is a product of coldrimes, when the British united the coastal
Colony of Lagos with their Protectorates of Southanad Northern Nigeria in 1914. As a
result today, three major ethno-linguistic groupsl aome 250 ethnic groups and minorities
share one country. The three major ethno-lingugstizips are: The Hausa Fulani in the north,
the Yoruba in the south west and the Igbo (Ibdhansouth east. The big three ethnic groups
are regionally divided by the Niger and the BenugeR its main tributary. European
immigration has remained minimal. The nation is samat less than half Muslim
(predominately in the north) and about 45% Christiéth a wide range of indigenous beliefs

shared by many Nigerians (Lewis et al. 1998, p28).-

Ever since independence in 1960, Nigeria has &dfémom volatile political stability. The
country has been under military rule 30 out of Harg since 1960. Nigeria finally re-
achieved democracy in 1999. The election in 200thpagh regarded severely flawed by
international observers, can be considered thetogsrfirst democratic political transition
(OECD 2008, p. 517-518).

Under colonial, military and democratic rulers alikNigeria’'s economy has been heavily
dependent on exports of natural resources rangamg &gricultural products to minerals. Oill
became the most important economic resource ia3f8s. Today, Nigeria is the world’s".5

largest producer of crude oil at roughly 2.2 millibarrels per day. Oil and related products
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account for around 95% of Nigeria’s exports anderibvan 70% of the government’s fiscal
revenues. It contributes around one third of NamjeriGDP. Other important export
commodities are traditionally cacao and rubber (B2@06, p. 69 and CIA World Factbook
Nigeria 2010).

The importance of oil is economic as well as pcditi The federal government redistributes a
significant share of the oil revenues to Nigeri@Gstates and 776 local governments, which
have become highly dependent on this source ofniecorhis helps to keep secessionist
tendencies at bay (Englebert 2009, p. 136).

Despite abundant natural resources and fertile, Iningkria’s overall economic performance
has been poor. Agriculture, manufacturing and servsectors are underdeveloped.
Agriculture accounts for more than 30% of Nigeri@BP and employs 70% of its workforce.
Nigeria, once an exporter of food at independehas,become a massive importer of staple
food such as rice. Dismal infrastructure, erratmergy supply (electricity), high levels of
corruption, a severe pollution problem and simngeethnical tensions complete the picture
(Bach 2006, p. 69-70 and OECD 2008, p. 510). Talges@s a first quick impression using
familiar comparative figures about Nigeria’'s andhest countries’ socio-economic

performance.
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GDP  GDP GDP per  Urban Employment Life

per per capita population in expectancy
capita capita growth 2005 agriculture  at birth
2005 2005 average (% of total) 1996 2005
(PPP $) (const. (% 1965- (% of totall
2000 $) 2005) employment)
World 8.771 5,666 1.78 48.66 32 68.23
Sub-Saharan 1,707 561 0.45 34.99 68** 51.06
Africa
Low Income 1,093 330 1.35* 27.46 68** 57.89
Countries
Botswana 12,067 4,329 6.94 57.30 15.60 50.79
Nigeria 1,737 439 1.14 46.20 70x** 47.25

Table 7: Nigeria Economic Performance in Comparisont o Other Economies

Sources: WDI-World Bank Indicators 2010, * value for 1985-2005; ** source: Acemoglu et al. 2001b
(value for 1990), ***CIA World Factbook (data for 1999)

This first, brief look at basic economic figurestpiligeria’s economy on par with the Sub-
Saharan average and well below the world averagenofe detailed analysis shows that
economic growth since independence has been meatiréGDP per capita rather volatile
over the same period. Figure 9 shows that incomeaggta in relation to the development of
world oil prices. It also shows that income perchaa2005 level was roughly the same as in
1980. There is a trend of stronger and steadier @@Wth since the re-establishment of
democracy in 1999. In period from 2000 to 200086xi@js GDP achieved an average growth
rate of 6.11%.
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Figure 9: Nigeria’s GPD per capita (constant 2000 USD ) and world oil prices *” 1960 — 2008.
Source: WDI 2010, EIA 2010

Other economic indicators are equally disappointii@gala-i-Martin and Subramanian
calculate a negative TFP growth since 1965 andvarage capacity utilisation rate between
35 and 40 per cent since 1980. This means thathhpugo-thirds of the investment in
manufacturing (largely done by the government)issistently wasted. One famous example
of this waste is the Ajaokuta steel complex builthe late 1970s which until recent has not

produced a commercial ton of steel (Sala-i-Martid &ubramanian 2003, p. 13-14).

Nigeria’s very low life expectancy of roughly 47ays is among the lowest five countries in
the world and weighs heavily on Nigeria’s humanalegment. The Human Development

Index?® (HDI) issued by the United Nations DevelopmentgPamme (UNDP) ranks Nigeria

" Annual Imported Crude Oil Price as reported by US Energy Information Administration are used as
a proxy for world oil prices. Values are imported crude oil price ($/barrel) CPI adjusted in 2010
constant USD.

*® The HDIl is a composite measure of four indicators for socio-economic development: GPD per capita
(PPP USD), life expectancy at birth, adult literacy rate (% ages 15 and above) and combined gross
enrolment ratio in education (UNDP 2009).
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158" of 182 countries (OECD 2008, p. 518). The HDI ldegn trend since 1995 shows that
Nigeria has so far been unable to outperform therame development of sub-Saharan
countries - already the least developed regionhe world (UNDP 2009a). Similarly the
poverty rate, measured as the share of the populéting on less than 1 USD per day,
increased from close to 35 per cent to fewer tiapef cent between 1970 and 2000 (Sala-i-

Martin and Subramanian 2003, p. 4).

Despite this rather grim record there are someteet reasons for hope. In particular in the
most recent years, Nigeria’s economy has cleaalyilsted obviously benefiting from higher

oil prices, the relative political stability andme small structural reforms. In November
2005, the country reached a debt-relief deal witternational creditors that reduced its
external debts to around 5% of its GNI after a peak50% and above in the mid 1990s
(OECD 2008 p. 514 and WDI 2010). The establishméanaexcess crude oil account, where
oil revenues are saved when prices rise, has thetl fiscal planning and policy setting
(OECD 2008, p.511). While oil exports are largelyeledent on the world markets and
production conditions in the Niger Delta, growththe non-oil sector is expected to remain
stronger in the coming years, especially in secsoich as agriculture, telecommunications
and construction (EIU 2010).

Management of oil wealth may have improved in récgears, but for many scholars
Nigeria’'s post-independence economic record setassic example of how natural resources
can turn into a resource cuiséor a developing country. The academic discussioout the
negative effects of resource abundance dates bable t1990s and is popular until today (see
for example Sachs and Warner 1997, Robinson e086,2Collier 2007). In Nigeria’'s case,

the exploitation of oil has arguably resulted inpressively wasteful economic policies.

¥ The term resource curse generally describes the negative effect of resource abundance on
economic growth. A resource led boom can lead to appreciation of the real exchange rate of the
currency which in turn reduces the international competitiveness of other sectors. Moreover, capital
and labour are drawn away from non-boom sectors. This effect is also known as the “Dutch Disease”
(after the decline of the Netherlands’ manufacturing sector after the discovery of a large natural gas
field in 1959). Politically, the resource curse entails increased corruption, clientelism and rent seeking
in the political elites, who usually remain in power through inefficient income distribution rather than
through democratic bargaining. In some African countries, perceived corruption and unequal income
distribution has led to rebellion and civil war (Martin, 2008, p. 36-39).
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Although oil revenues per capita increased tenfimoch about 33 USD in 1965 to 325 USD in
2000, income per head did not grow accordingly. &deer, scholars argue that oil revenues
have promoted overall corruption and further undeeah Nigeria’'s state institutions (Sala-i-

Martin and Subramanian 2003).

Contrary to Nigeria, Botswana is an important examuiehow an African country has
successfully managed and exploited its mineral theBloth countries discovered their wealth
in natural resources (Botswana: minerals and Nigeri within the first decade after
independence. Different from Nigeria Botswana esjoye of the most effective economic
and political institutional frameworks in Africa @fmann et al. 2009). Not surprisingly
institutional economists argue that a resourceecigdargely a consequence of ineffective

institutions (see also Mehlum et al. 2006).

How ineffective are Nigeria’s institutions reall?brief institutional comparison with other
countries gives a picture of Nigeria’s institutibn@nking. The study uses the INSTGOV VIlI
introduced in Chapter 1. Nigeria reaches a valueldi4 in 2008 ranking 187 among the
worldwide sample (213 countries). This is a lowseator a lower middle income country and

also well below the average institutional qualifyAdrican countries (-0.62).
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Figure 10: Nigeria's institutional ranking (INSTGOV VI  1l) against selected countries worldwide

Source: Kaufmann et al. 2009

A direct comparison with diamond-rich Botswana doeesonly show Botswana’s much more
effective institutions, but also reveals a trendmpared to Botswana Nigeria’'s institutional

quality is more volatile and has improved from 3Ltd -1.04 since 1996.
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Figure 11: Nigeria’s institutional quality (INSTGOV) against Botswana from 1996 to 2008
Source: Kaufmann et al. 2009

The smaller sample of 37 former British coloniesugeful to demonstrate how Nigeria’'s
institutional record is linked with its economicrfigmance. Figure 12 shows this relationship
and provides yet one more proof of the connectetwben institutional quality and economic

performance.
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Figure 12: OLS Regression Institutional Quality vs. Income N=37 — Scatterplot

Source: Kaufmann et al. 2009, WDI World Bank Indicator 2010 (GDP values), CIA The World
Factbook 2010 (GDP values for Burma and The Bahamas), own calculation

GDP Lo0g2005 stands for income per capita in 2005RPP). INSTGOV represents the
average of all six Governance Matters indicatora fiormer British colony. Nigeria (NGA)
ranks 34' among its former colonial peers. In this sampldy oRakistan, Sudan and
Zimbabwe have weaker institutions. The mean in sasnple lies at -0.01. Nigeria’'s
institutional quality ranks well below that. Its gitoon above to the predicted relationship
indicates that its economic output is somewhatebettan its institutional quality would

predict.

Figure 12 also shows that 13 out of 16 African ¢oas have an institutional quality below
the mean of the sample of former British coloniéthé working hypothesis holds, this would
indicate that the clash between existing localitumsbns and imported institutions was most
severe in the majority of African countries. Nigeranks low even among its African peers.
How come that Nigeria ended up with weak and lgrgeffective institutions? Is Nigeria’'s

case exemplary for other African countries?
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To understand Nigeria’s weak institutions todayge tetudy will follow the thesis’s
chronological approach along the stages of coltinisalt will start with a section covering
the pre-colonial period, followed by colonial r@ed finally the period after independence.
Different from the Botswana study, Nigeria was confed with a variation of colonial ruling
strategies and tax institutions. This already piesiproof that the British had to adapt to the
diversity of various different local traditionalstitutions. To do justice to the sheer quantity
of tribal societies, it would be necessary to as@lg wide range of them and compare the
impact of colonial domination among them. Unfortigmathis would by far exceed the limits
of this stud§°. Hence this study will focus on one of the majtbmé groups in Nigeria: The
Kanuri in Bornu. It is clear that the study of thariri institutional development will hardly
be enough to draw conclusions about Nigeria in.t&at the case of the Kanuri can serve as
an exemplary starting point for the analysis of thstitutional development of many of

Nigeria’s 250 or more ethnic groups.

The institutional development of the Kanuri hasrbeelected for an in-depth discussion
because the Kanuri and the Tswana (discussed befoage important features. Both were
landlocked and agricultural societies in the priwe@l period. Estimated numbers of the
respective pre-colonial populations are similarti8ini colonial rule was indirect and light (in

Botswana’s case very light). Colonisation came daig was relatively short in both countries.

“ To analyse the institutional development of all 250 or more ethnic societies of Nigeria could easily
become a life-long task. At least three more main groups would deserve further analysis: The Hausa
Fulani the Yoruba and the Igbo (Ibo).
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3.3 PRE-COLONIAL BORNU

Situated in the southern Sahel, the Kanuri belan@ tgroup of Muslim societies in the
western Sudan region (Coleman 1963, p. 36). They ed sovereignty over the people
living in the predominately flat savannah around €ligasin for over a thousand years.
Today, their territory is organized as the Bornae&swithin Nigeria. The history of the Bornu
Empire starts somewhere in the first millennium A.When the Kanuri migrated south from
the central Sahara following the receding waterd afe Chadf. Around 1000 A.D. the
Kanuri eventually established a first kingdom adllKanem north east of Lake Chad.
Islamification began in the f1century. In its wake came literacy and strong erad
connections to the north and east coast of Afi@artn et al. 1978, p. 90). Benefitting from
trans-Saharan trade the first empire, called Kakempire, developed in to a central African
power by the 18 century. Two centuries later, decline and intepmer struggles lead to
the relocation of the kingdom into today’s Borno,the west of Lake Chad. There it once
again regained a dominant position in the regiodeurthe leadership of the Sefuwa (also:
Sayfawa) dynasty.

By the mid 18 century, the rule had shifted in favour of a pdwleBhehu (Sheik), who
belonged to the ethnic group of the Kanembu. Thelynerected Bornu Empire dominated
the region and the ethnic groups around the Laked CKanuri language -the vernacular of
the largest ethnic group — was widely used in tee Empird® (Crowder, 1978a, p.15).
Educated Kanuri spoke Arabic which also served isenw language in the Empire (Denham
et al. 1828b, p.162).

“! Lake Chad was once an huge inland sea stretching deep into the Sahara which enabled human
settlements as early as 5000 years ago (Cohen 1967, 13). Even today the water surface keeps
shrinking dramatically (UNEP 2010)

42 Migration, nomadism and warfare mixed ethnic groups in Bornu (see Cohen 1971, p. 90 and 95). It
is therefore not totally correct to call all inhabitants of Bornu Kanuri, although we can assume that
basic cultural and religious norms was shared by all ethnic groups in Bornu.
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In the second half of the ™ century, attacks of the expanding Fulani «of Sudanese
raider§® weakened the Bornu Empire (Curtin 1978, p. 367). Bbewu Empire came und
colonial domination arounc902** (Cohen 1967, p.+19 and Crowder 1978a, p.1-182).
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Figure 13: Figure 6: The Bornu Empire in mid 19th century Niger ia.
Source: Cohen 1971, p. 76

The following will analysethe most important political and economic instdos of pr-

colonial Kanur starting from the early {ocentury

*® One of them, a man called Rabeh, managed to establish rule over Bornu for seven years. He was
killed in 1900 by the French colonial army (Cohen 1971, p. 79-80).

** The Bornu-Kanem Empire was divided between British, French and German. British dominance in
today’s Nigeria dates back to the rough agreement in the Treaty of Berlin 1885, but effective control
over most of today’s Borno State was established as late as 1902. The Dikwa Emirate in the southeast
was only handed over to British in 1916 (DeCorse 2001, p.123).
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3.4 PRE-COLONIAL KANURI INSTITUTIONS

3.4.1 Political institutions in the 19" century

By the beginning of the fBcentury, the Kanuri had formed a feudal-like asldrhic society
ruled by a king (“mai”) and administered by sheiKhshehus”) and members of the royal
family. Islamic scholars held important legal aetigious functions and acted as scribes and
advisers to the king and his nobles (Cohen 196Z20427). Rule was built on clientelism and
on respect and obedience to seniors in particulaa paternal line. For the Kanuri these
relationship patterns were essential for any swfokgconomic, political or military large

scale organisation.

From around 1820 on, the Kanuri feudal system canmder control of a single powerful
Shehu (engl. Sheik), who ruled on behalf of a ality weakened king. The Shehu became
nominal owner of all land in the state. Similartihe Sefuwa kings before him, his rule was
based on a feudal system built on personal bordigsitelism and a standing military force.
The smallest political, economic and social uniKahuri society was the household ruled by
a male head, generally the father. Household mesm(femily and clients) owed respect and
discipline to the head, who in return took carettwdir legal and political representation
(Cohen 1967, p. 46). The household rule servedrapdtitive pattern for the entire system
from village level up to the Shehu, who residedthe capital and conveyed fiefs to his
followers and officials (Big LordS). The Big Lords used a system of locally based fief
holders (Junior Lords) to administer the territsriief holders at all levels were expected to
raise militia for defence or military campaignsyadister justice and raise taxes. In general
the fief holders’ rights were hereditary in the endine, but the Shehu could expand or
diminish the territories or the rights of his fledlders (Cohen 1967 p. 25).

Additional to this residence based hierarchy a comidanuri was ruled by a representative
of his ethnic group who reported to another Big Lardhe capital. This latter system of

* The simplified distinction of Big Lords and Junior Lords is taken from Cohen 1967. The Kanuri
language had various titles for the Shehu’s followers. This group consisted of members as distinct as
the Shehu’s mother (the largest fief holder), his tailor, freed slaves (mostly former military), other family
members and free Kanuri (Temple 1919, p. 437).
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ethnicity based rule helped administend tax) nomads or otherwise internally displaced.!
after wars) (Cohen 1967 p.2Figure 14gives an impression of the various lay
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Figure 14: Feudal system after 1814 in the Bornu Empire
Source: Own based on Cohen 1971, p. 110

3.4.1.1 Taxation

Bornu rulers used a system of direct taxation. Anuahincome tax and a tax on the gr

harvest existed side by side with morratic taxes such “half the calabash” or “rolling tine

6

mats™. The village head and the fief holder (Junior Ddndld key roles in apportioning al

collecting the tax duties. Taxation was pagrounded onslamic norms which facilitated tt

*® The former simply involved collecting half the possessions of the populace in times of economic
recession. The latter allowed a favourite at court to go to a stipulated village and collect whatever he
wanted using force and rolling his loot in straw mats for transportations (Cohen 1971, p. 95).

112



collection of revenues. On the other hand, Islamsicns forced the Shehu to re-distribute the
taxes — at least to some extent - to people in.n&ed result the Shehu handed considerable
amounts to his followers and scholars in the capiteot all of them necessarily poor (Kirscht
2001, p. 36-7). A massive annual re-distributiostesn of tax collection and gift exchange
with clients seemed have been in place (see alsm8e.4.4.4 on gift exchange)

Not everyone had to pay taxes. Islamic scholattlecawners and those explicitly exempted
by the Shehu — mainly in exchange for military ssv were left untaxed. Ethnic groups had
to pay taxes to their ethnic leaders and variolerobfficials collected fees for specific

services (Cohen 1971, p. 94-5 and Kirscht 20018p113.

3.4.1.2 Constraints to political power

The question of how a society limits the powerg&®fulers is closely linked with the quality
of its leadership. Scholars have investigatedri#lation among pre-colonial African societies
(see for example Gennaioli and Rainer 2005, p.18)yiVe one example, political institutions
among the pre-colonial Tswana in southern Africavesg to remove unfit rulers and allow
talented candidates to become political leaders i(Roh 2009, p. 4). In Bornu the Shehu
needed loyal clients, military power and financiedources (taxes, tributes, gifts) to maintain

his hold on power.

Different from other African groups (e.g. the Tswaianuri succession did not promote able
leaders. Various versions of the succession toofifiee of a new Shehu exist such as
succession by word of the dying Shehu, by lottbgychoice of the most powerful military
general or simply by civil war. A potent mixture pblygamy and agnatic succession created
plentiful incentives for the Shehu’s many wivegptomote their son which probably added to
the confusion (Cohen 1971, p. 83 and 87-88).

Bornu’s flat landscape and lack of natural boundanede it prone to external attacks.
Without a centralised military organisation, theeBh risked being chased from his lands.

This is what happened in the last decade of tHec#8tury when the Sudanese warlord Rabeh
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was able to claim the throne (Cohen 1971, p. 79-80ixthermore, tribute payments needed a
well working military force to remind forgetful sjdzted kingdoms of their dues. In the

1870s, a politically weakened Shehu Umar foundstifgected tribes on the periphery of his

Empire slip away. Instead of 100 camel loads inuahtribute the Shehu had to accept a
dozen of them (Nachtigal 1889, p. 8). For thessars the Shehu maintained a large body of
militia directly under his command. Additional ntéry forces could be made available by his
Lords and nobles, although some of them were teds to the throne. This led to events

such as those in the 1850s, when the Shehu’s loratitka group of nobles tried to take the

throne by force (Cohen 1971, p. 96-7).

Officials at court (Big Lords) needed wealth andigbto supply militia to the Shehu which
again depended on the abilities his fief-holdess the Junior Lords), who were in charge of
taxation in the fiefs. In case of mismanagemer. (ew revenues, complaints reaching other
nobles or emigration out of the fief) a Big Lord tilose parts of his fief or the entire fief.

Hence it was in a Big Lord’s interest to see tleathefief was well governed.

A Junior Lords was the highest authority livingtire fief. Anybody in his fief had to seek
support from his office to appeal to the Big Londthe capital and — with the support of the
Big Lord — to the Shehu. The Junior Lords neededbewdion with the village heads to
generate revenues for his Big Lord in the capitdlaye heads on the other hand, drew their
legitimacy from the villagers they represented.sT¢ould lead to conflicts, in particular if the
village leader had the backing of the most inflisdrfamilies behind him. Ultimately though,
he could be replaced, if the fief-holder was sutgzbiof the nobles at court. In return very
successful village heads could make a career atmhiea member of titled nobility with the
blessing of the Shehu (Kirscht 2001, p. 30-31).

Commoners had - arguably limited — possibilitieséonplain to other nobles or influential
households. More effective was “voting with thezed”, i.e. migrating out of the fief of the
loathed fief holder into a neighbouring fief. Ifcsuemigration occurred in great number the
big lord had to fear for his tax revenues and —aflgumportant — for his ability to raise
militia. In these extreme cases the entire fiefldooe transferred to another big lord’s
administration (Cohen 1967, p. 26 and Kirscht 2@0B9).
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It seems that the stability of the Kanuri politieagtitutions, which had persisted with relative
little change of centuries, was not grounded ondhestraints they posed for the elite but
rather on the legitimacy they drew from the repatitpattern of patron-clients relationship
(Malone 2011). A peasant believed in the legitimatyhe authority of a head of household
or head of village as in the legitimacy of the Skislule (Cohen 1967, p. 46).

These features of traditional authority can be eaback to Max Weber. Accordingly,
traditional authority is one out of three legitimaibrms of domination; i.e. the subjects’
interest to obey is not based purely on matenalatd rational calculations. Subjects believe
in the legitimacy of being obedient. In the casdradlitional authority, this belief is based on
the rites and the sanctity of traditional norms B&e1992, p. 122 - 130).

Kanuri followed a ruling strategy called patrimdrgen (Weber 1992 p. 133 and 136). This
basically means that political support rests oentélism and patronage. For this study’s aim,
it is important to note that ruling by patrimongah is incompatible with formal institutions
used by modern bureaucracies. Scholars therefdievédhat patrimonialism has to make
way for a well working institutional framework (i.good governance), if a country aims to
modernize and achieve long-term economic growthh{Ka004, p. 393-9, Parsons and
Robinson 2004 p. 2-4 and Robinson 2009 p. 5-6). Heweaeo-patrimonial ruling strategies
can be observed today in many African states whaddrs attempt to sustain their political
regimes using patron-client like links to replacates institutions of low legitimacy
(Sandbrook 1986, Englebert 2000, p. 12).
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3.4.2 Legal system and Islam

Legal practice was grounded on the Koran and Islgmisprudence. Before the political
changes in the 1820s, the chief judge was theioaebgeader of Bornu (titled “second to the
king”). He and his followers knew Arabic script atitus made up a literate group closely
associated with the political leaders and high huceats. These men served as legal advisers,
scribes or religious men in rich households ordiyein the king’s administration (Cohen
1967, p.22-23 and Curtin 1978, p. 111).

Under the Shehu political influence of Islamic deln® seemed to have diminished but the
Koran remained the main legal source. Islamic soBojulamas, mallams) gave legal advice
and mediated in trade conflicts. They assistedtipali leaders (e.g. village heads) who
administered justice in most cases (Lydon 200278-308 and Cohen 1967, p. 25).

A second important feature of the Kanuri legal systwas the role of agnates. Agnates
(groups of male Kanuri related by patrilineal degfevere treated as corporate units in the
eyes of the law in the sense that the group wamnsible for the actions of their memBérs
(Malone 2011).

The political structure from the head of villagengpds served as an appeal court. The Shehu
was the highest court of appeal. Only cases of tidamiwere immediately referred to the
capital (Cohen 1971, p. 90 and Cohen 1967, p. 27).

The system of justice was not without flaws. Tooeoé one’s rights (e.g. recover a debt) the
legal sentence seems to have been without greatteii particular against politically
influential delinquents (Nachtigal 1879, p.704)wLanforcement by marshals was foiled by
corruption (Nachtigal 1879, p. 706). In particutailecting debts before court seems to have
been problematic, because any debtor could go ifrée could prove poor (Denham et al.
1828b, p. 168).

“" The legal system of other ethnic groups of the area also used agnates and age-groups. See
Bohannan'’s case studies of justice among the Tiv (Bohannan 1957)
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3.4.3 Property rights of land

The Kanuri institutions of property rights were raad serve a population with a tradition of
solving population growth by hiving off from an abtished village and building new
settlements after having cleared the f&r@ohen 1971, p. 100). Ownership of all land was
vested in the community and distributed by offisiaf the Shehu (e.g. head of village). This
was in line with Islamic law and made economic sensa thinly populated region with low
value of land. A Kanuri could take possession oflldy clearing it after having registered
one’s intent with the village head. The plot cothen be passed on within the family by
inheritance. Things became more elaborate in thhsand west of Bornu, near the Lake
Chad, where fertile land was more sought after. i4ates and lease contracts are recorded
from the beginning of Tcentury even though historic sources are ambig(iinscht 2001,

p. 32).

Also the British anthropologist Ronald Cohen repdntst tand could be sold, if it had to be
possessed for a vaguely defined “longer” periodime. How long exactly seems to have
varied and was cause for legal problems. Furthexntbe help of the village head could have
come with some costs and his powers in propertystietions seem to have varied depending
on the village leader and his personal relatiomgdneral, no written forms of land contracts

were known and transfers of land rights remainehtan-tribal affair (Cohen 1967, p.79).

Conflict resolution and enforcement of property tgglwas again the task of the relevant
political leader: usually the headmen of the vilad\n appeal system led up to the Junior
Lord (Cohen 1967, p.27).

This historic evidence of the Kanuri property rglsupports common institutional theory on
land ownership. We can expect no private ownershg,resource such as land is abundant

and externalities among competing users are nbggiginstitutional thinking predicts that

8 Frederick Lugard remarked about the Kanuri system of land tenure that “... the poverty of the soil,
and the migratory habits of the people, lead to the frequent transfer of villages from one site to
another, and consequently to a similar absence of any rigid system of land tenure.” (Lugard 1922, p.
287).

117



communal use of land shift in favour of private geay, once land either becomes scarce or

gains value (Platteau 2000, p. 83).

In a similar manner the right of use of fish andeweourses near Lake Chad was regulated in
great detail. Informal institutions enforced by ti#tage heads and elders determined who
could use land set free by the receding lake amd Water for irrigation had to be made
available to all stakeholders (Kirscht 2001, p..38jain institutional literature on common
pool resources is in line with these examples effhe-colonial Kanuri institutions (see for

example Ostrom 1999).
Cattle were of lower economic importance to the Kathan agriculture and their number

seemed to have diminished over th& t@ntury. Cattle ownership was more common among
the ethnic group of the Shuwa who were of Arabsceat (Cohen 197, p. 100).

3.4.4 Economic institutions

In the 19" century the Kanuri economy was built on threeaps

[.  an agricultural subsistence economy,
II.  the sale of agricultural surplus and some semitapieed craft production mainly for
the internal markets and

lll.  awell-developed system of external trade (Coherd 196356).

Exchange of goods and services among the Kanurregadated by a variety of institutions,

only one of which was the market place (Cohen 1p6355).
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The following section will look at some institutionvith facilitated the exchange of goods or

resource allocation in general:

a. the market (including money system)
b. the household (including clients)

c. gift exchange

3.4.4.1 The market

Market places were located across the Bornu EmMWeekly markets were held in
interlocking cycles in rural areas so that a trao®rld attend nearby markets on successive
days of the week. Larger towns held markets evagyahd usually provided specific quarters
for non local traders (Cohen 1965, p. 356). Marke¢se open to all ethnic groups. The
Monday market in Kukawa was by far the most impatrtaarketplace in Bornu. Each week it
attracted 10.000 and more from various ethnic gsau countries. Likewise, Kanuri traders
could be found across central Sahara and into alegtrdan (Nachtigal 1879, p. 687-688).
Inter-regional middlemen traders (often of Arabiigm) connected marketplaces in Bornu
and neighbouring sub-Saharan states. Arbitrage dsgtwhe markets produced lower costs
and more unified cost patterns over the Bornu Emaid neighbouring states (Nachtigal
1879, p. 637-638).

Without existing 18 century economic research on Kanuri markets weooindeduce from
Barth’s and Nachtigal's report that transaction €@std institutional arrangement were — at
least to some degree - comparable with agricultaratkets of low developed economies
today. Indeed their recounts match with modern envo research (see for example
Fafchamps, Minten 2002 and Aker 2008).
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Markets now and then suffered from poor markeftutsdns which coincide in the following

areas:

lack of formal credit,
inadequate contract enforcement,

high search costs and

o o T p

information asymmetry.

All these were problems now and then, which reducearket efficiency and raised
transaction costs. Again not different from ecormatly underdeveloped agricultural markets
today, Kanuri markets relied on informal instituts such as reciprocity, family links,
religious norms and personal contacts which enhancs (i.e. social capitd) to reduce
uncertainty and costs.

Reports from the 9 century indicate that market institutions in Boray have been more
efficient than in other markets in Western Africhtbeir time. Around 1850, the German
traveller Heinrich Barth reported that market prides Bornu's capital Kukawa were
considerably lower than in other central Africanrked places (Barth 1890, p.383-384).
Twenty years later Gustav Nachtigal likewise praisiee low prices in Kukawa without
giving a direct comparison with other major sub-&ah trading hubs (Nachtigal 1879, p. 692
and 701). Among a range of possible factors (adwéig political stability, use of brokers
and middlemen etc) which may help explain this, thet that the Kanuri developed a

comparably efficient money system in thé"t@ntury stands out.

3.4.4.2 Money and barter

In the 1820s, reports from British travellers Denhamd Clapperton indicated that the Kanuri

still used a plethora of tradable objects as mor@yarse cloth rolls, bullocks, slaves,

9 There is a whole school of research on social capital and its effect on economic performance (see
for example Putnam et al. 1993, Knack and Keefer 1997 or more recently Guiso et al. 2008). For the
aim of this study is suffices to note that social capital forms a framework of informal institutions and
that it is even more important, if formal institutions are weak or inexistent.
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boomerang shaped iron plates and iron braceletshendustrian Maria Theresia Thalers (a
silver coin) were common and their use dependethertype of trade and the origin of the
traders (Cohen 1965, p. 356-357). Thirty years oeinkth Barth visited the market in
Kukawa and found that cloth rolls, the Thaler ahd hewly imported cowries were main
units of exchange. The “rotl” — once the standdrdree copper pound — was still used as a
counting term without copper pounds being exchangedth recorded time-consuming and
sometimes fruitless attempts of Kanuri to tradertivare, because of the lack of “standard
money for buying and selling” (Barth 1890, p. 3823B8Another twenty years later in the
early 1870s, another German explorer, Gustav Ngalhtmeticulously described the Monday
market in Bornu’s capital Kukawa. At that momentyottie Thaler, rotl and cowries were
used”. Nachtigal stressed the fact that the reductiooniy three currency units was initiated
by the Shehu and that it distinguished Kukawa fagher African markets where transaction
costs remained high (Nachtigal 1879, p. 690-69HcHhtigal's findings are supported by the
brief recount of the yet another German exploreedfich Gerhard Rohlfs, who had visited

the daily markets in Kukawa only a few years befdaehtigal (Rohlfs 1884, p. 77-80).

From an institutional point of view the lowest tsaction costs will decide on which
commodity is used as moreySlave traders would only accept slaves as payfoeriheir
goods when returning back to the North African t¢Benham et al. 1828b, p. 190). Similar
constraints affected the iron trade with the Maadar farmers who usually had a need for
cloth (Cohen 1965 p.358-359).

3.4.4.3 Household and clients

Given the restrictions of market institutions, theusehold had an important economic

allocation function. The household and its insiif the patron-client relationship, provided

0 At the time of Nachtigal's stay in Kukawa, one Thaler was worth 120-130 rotl or 4000 cowries
(Nachtigal 1889, p. 691). In the 1920s, British administrators reported very similar exchange rates
(Temple 1919, p. 434).

*L For on early study on the relationship between transaction costs, traded good, origin of trader and
money units see Jirg Niehans’ Static Theory of Optimal Payment Arrangements (Niehans 1969, p.
717-720).
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lower costs for information and contract enforcetraheit only within the limited “club” of

family members and clients.

A typical smaller rural household can be understas@ compound of huts accommodating
three to ten family members and clients. It caro dd& seen as a non-market economic
institution which regulated resource allocation agnats members. The head (normally the
father) decided on the distribution of the produgedds and of the revenues of surplus sales
on local markets. He also enforced property rig¥itein the household compound. Surpluses
from farming were sold at local weekly markets ailyl markets in major towns. Goods
needed within the household were equally acquinesligh local markets (Cohen 1967, p.74-
76). After the harvesting season and during tHevahg dry season (October — May) farming
rested. Farmers turned to craft work (butcher, Kdauth etc), to services (middleman trade,
barbering etc) and to sales of agricultural sugBug ools used in agriculture and crafts were
basic and productivity was low (Cohen 1967, p.7 &ii@ 80-81).

A typical Kanuri household at village level inclutlene or two unmarried adult men living in
the compound who were not family members at allesenclients provided important
economic services such as farming, pursuing namifey crafts during the dry season and
selling these and other surplus goods on local etsrkn return they received food, clothing,
lodging and legal protection. Two other reasons enelientelism attractive. The first was
career promotion. Belonging to the household obagyful man was regarded as a fast track
for personal advancement. Another reason was edaocand transfer of skills. Membership
in an occupational group (e.g. butcher, trader eticgr than the occupation in one’s father’s
household was only obtainable through membership melevant household. Young men
were sent as recruits to new households to gainteehnical skills and personal contacts

necessary to enter an occupation (Cohen 1965, p. 362

Clients were bound to the male household head katherfson like relationship. Different
from real sons they could be dismissed if theiraloy was in doubt or their service not
satisfying. The number of clients represented thgop’s political and economic ranking.

Wealthy traders would use many clients to represeain at trading partners. The most
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powerful household - that of the Shehu of Bornu edushe patron-client relationship to

manage the country (Cohen 1967, p. 50-51).

3.4.4.4 Gift exchange

The household provided rules for low cost transacti with other household members.
Outside the household however transaction costs wegher. One way of reducing
transactions costs with non-family members was y@elareciprocal gift exchange. The
Kanuri exchanged gifts on various occasions througthe year. The “nzia ceremony” was
one occasion. In these ceremonies gifts were giwvéhe organizer. Type, quantity and value
of the gifts were noted or shouted out and hacdetoelpaid with gifts of similar value on later
occasions (see a more detailed description of ziee aeremony at Cohen 1965, p. 360). In a
similar manner religious holidays such as the en®amadan (Eid-al-Fitr) were occasions
where ties with existing and former clients wereesgthened. On these days, the Shehu
received tribute payments from subjected states disttibuted gifts to his followers.
According to the reports of European travellerg, éimount of goods and money exchanged
on these occasions seems to have been substawvesl,if the share of these non-market
allocations in the Bornu economy is unknown (Nayitil889, p. 11-12 and Cohen 1971,
p.102-3).

Hence gift exchange functioned as an allocationhaeism of goods and resources outside
the market. Furthermore, gift exchange with delayedprocity constituted an informal
institution with an aim to build trust and thusezffively lowered transaction costs between

non-household trading partners. In this contexteythange

a. informed of the wealth of the business partner (lFeygensive or generous is the
returned gift compared to the received one) and

b. it informed about the partner’s reliability and shprovided some protection against
moral-hazard (Posner 1980, p. 16).
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Gift exchange between members of distinct socidtaes been proven to lower hostility &
thus enabledegional and lon-distance trade. The example of the Kula Ring in Me$sa ha:
been given some attention by economist and anthropsto@anda 1994

3.4.4.5 Institutions of Trans-SaharanTrade

Some of the market institutions laid out above wegeally applied in tra-Saharan trade
(e.g. money system, clients), but the organisadicreravan trade over long distances brou
even more specialised institutional arrangememsiaim and Arabic language provided
necessary basis for these arrangements. The Kandriother empires south of the Se

benefitted from these institutional zéancements
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Figure 15: Trans-Saharan Trade in the 19th century
Source: Coleman 1963, p. 38
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Trans-Saharan trade between the Mediterranean ri@eéake Chad dated back to antique
times. Notably the introduction of camels around0iad shortened travel time and reduced
transport costs. Ever since, regional African amgopean Empires had grown rich on the
control of trading routes. The Bornu Empire was ohthese empires. Trade with Tripoli via
the Tripoli-Fezzan-Bornu route through the Saham thaditionally been an important source
of wealth for the Kanuri. Traffic along this roupeaked in the 6 century and — more
important for this study - from the beginning ofth7" century to the 1820s. After that it
declined partly owing to political revolutions inrioli. The subsequent strengthening of
Saharan raiders (mostly Tibu and Tuareg) incre#flseaosts of trans-Saharan trade (Boahen
1962, p. 349 and 352). A later reason for the dedtif trans-Saharan trade may have been
colonial redirection towards African ports in theuth (e.g. Lagos).The ban of the slave trade
initially had adverse effects. The number of slaveseased on the still existing caravan
roads which remained outside British comtf¢Boahen 1962, p.358).

Usually caravans assembled at rendezvous poinlte a&dge of the Sahara, where provisions
could be obtained. Camel drivers, guides, finanadertheir representatives resided at these
departing points. For the route from Tripoli to Ber@hadames and the oasis of Aujila were
the main starting points. Stopover markets andsossitlements provided refreshments for
men and camels and developed into thriving comrakoantres (e.g. Ghat, Murzuqg). Main
Bornu terminuses were the capitals Birni Ngazargamo later Kuka (Kukawa) (Boahen
1962, p.354).

*2 The slave trade was used as the main justification for the conquest of Northern Nigeria by the British
from 1900 to 1906. Kanuri, Fulani and Arab slave traders raided the periphery of their Empires for
slaves, who were used as agricultural labour or shipped to North Africa. Slave raids weakened
neighbouring states by depopulation and caused immense human suffering (Crowder 1978a, p. 178).
For the institutional impact of slave trade in Africa see Nunn and Wantchekon (Nunn, Wantchekon
2009).

*3 The old capital of the Bornu Empire was razed in the war with the Fulani in 1812.
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Transaction costs incurred for trans-Saharan tradst have been plenty. This study will

focus on three of them

I.  Costs because of unsafe caravan routes (Nachtig8l p822-23).
. Costs for financial services and contract enforceémmrch as collecting debts
(Nachtigal 1879, p. 705-709)
[ll.  Costs rising from the principal agent problem (Ly@2®8).

3.4.4.5.1 Costs for safe trade

Raiders and wars raised risks and costs of trangpartinsafe routes trade could collapse or
traders had to travel together in huge annual eas\wf up to 2000 camels which were
cheaper to protect. Annual caravans produced higbstis for organization (e.g. warehouse
management) and travelled at lower average speetpared to smaller and irregular

caravans of 5 to 100 camels (Boahen, 1962, p.356)tirkmus raids, such as the Tuareg
raids in 1901, could lead to the total suspensiotramle (Mockler-Ferryman 1902, p. 137).

The Fulani wars in the 1830s had very similar ef¢€Cohen 1971, p. 103). Furthermore the
loss of caravans to raiders led to reduced supplyoods and consequent price shocks on
Bornu marketplaces (Nachtigal 1889, p. 22-23).

In the context of the Bornu Empire, centralised tamyi power resulted in safe trade
environment and can be considered a political tutgdn with a direct effect on transaction
costs. Until the 1820s, the Bornu Empire was powerfiough to guarantee safety along its
main trading route into the in the Southern Safi¢le trade through the Fezzan until
Ghadames was controlled by Karamanli dynasty ipdliruntil into the 1820s. In 1825 it was
still seen as a “trading route along which a chmayht travel ...” (Laing 1825 quoted in
Boahen 1962, p. 351). After 1830 the rulers in Boand Tripoli failed to re-establish the

safety level of the Tripoli-Fezzan-Bornu route andts for protection of caravans rose. Trade
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was reduced to annual caravans thereafter. The tnadfic had shifted to more secure routes,
partly lying further east (Boahen 1962, p. 352).

3.4.4.5.2 Costs for Contract enforcement, principal agent peofl

A caravan trader faced a dilemma when it came garose the sale of his wares abroad. He
could either travel along with his merchandise s@itithem himself or hire an agent he would
provide the same services. The latter option wasenefficient, because it allowed him to
save time and risk of travelling and cater morentbae market at the same time. Without
supporting institutions, however, a hired merchamild act opportunistically and embezzle
the merchant’s goods. The principal-agent probkemrguably one of the oldest in economic

history and different societies have developedrdistinstitutions to reduce its costs.

The 19" century trans-Saharan trade used a variety ofractal agreements to reduce
transactions costs such as the one stemming frenptincipal-agent problem, but also to

reduce costs arising from asymmetric informatiogantract enforcement in general.

The following gives a brief overview over commornrfis of partnerships, contracts and
agreements used by Saharan traders until the 2@*gentury. This compilation is based on
Ghislaine Lydon’s compilation of Arabic trading oeds, family archives and interviews of
retired caravan traders. Although focusing on thesi&n Sahara, it should be equally

representative for central-Saharan trade (Lydor820098-110).

* The Cyrenaica-Kufra-Wadai route circumvented Bornu trading towns and became exceedingly safe
in the second half of the 19" century. A Muslim brotherhood (the order of Sanussi) provided branches
along the road and contributed to peaceful relations between the various connected tribes and
territories (Boahen 1962 p.352-353).
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Name of contractual Type of contract Rights and liabilities
agreement

Mufawada Long-term partnership Joint-investment and  joint liability
partnership between two partners: a
sedentary (principal) and travelling partner
(agent). The latter had full authority to
dispose of the joint capital. Profits and losses
were split according to shares in investment
in capital, labour and equipment.

Sharika (Shirka) Long-term partnership Joint-investment and  joint liability
partnership between two or more parties.
Management and decision-making was
jointly shared. Profits and losses were split
according to investments. In the
Mediterranean trade this contract was also
known as collegantia or societas

Wakala One-shot agency Basic contract whereby a travelling agent is
contract given power of attorney to conduct a
specified trade or task on behalf of the
principal. The travelling agent is given a
commission.

Ibda One-shot agency Similar to Wakala but without commission
contract based payment. Common among family
members

‘Aquad Long-term or short Labour contract in various forms. The
term labour contract worker is entitled to receive a salary

Suftaja Financial instrument Traveller's check
‘Aqd al gard Financial instrument Debt contract

Hawala Financial instrument Money order or debt swap used to settle
long-distance payment using third parties.

Bay’ al Salam Financial instrument Forward purchase to receive payment in
advance for future caravans

Table 8: Contractual agreements of trans-Saharan trad e in the 19th century
Source: Lydon 2008

Most agreements were oral, but by th& t@ntury evidence on paper had become more and
more important. Writing down contracts and othegaledocuments was a profession
exercised by scribes. Contracts were usually draftethe presence of at least two male
witnesses (Lydon 2008, p.95). In case of default blusiness partner, requests for payments
did not only go to the defaulting party but alsootber respected member of his community
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and his trade network. This created a reputati@ed@nforcement mechanismvaybills or
reminder notes detailed goods and terms of traddaavered enforcement costs. Exchange of
letters were common to keep up-to date with cumpeices and trends of distant market places
(Lydon 2008, p.110-111).

Arabic language and the Islam doubtlessly provittesl institutional framework for these

contractual agreements. Trans-Saharan trade eddfitseveral ways:

Islam served as a source of trust among faith&ders. The obligation of all Muslim to give
“just weight and full measure” or otherwise be faspecially in trade, is stressed throughout
the Koran (Lydon 2009, p. 284). Islam had introdléeabic language and writing as “lingua
franca” which clearly transaction costs among Sam#éraders (Lydon 2009, p. 242). Caravan
leaders were often learned men required to beat#gein Arabic for basic organisational
purposes as well as accounting and working withlldgcuments (Lydon 2009, p. 224). The
Koran served as a legal source for contractual lictef thus lowering the risk of
embezzlement and adverse behaviour. Since moked$§tamic norms in the Koran had been
written to address"7century Arabia, they needed interpretation angtola to address legal
conflicts of the 19 century Africa. Islamic scholars served as leghlisers and mediators,
even if the Islamic judge (gadi) was far from todayveberian notion of arbitrariness (Lydon
2009, p. 281 and 297-9).

Finally, the use of paper documents (contracts,billayetc) facilitated trade and legal
conflicts. The Koran places great emphasis on ngitnd recording contracts, even if the
document itself is not considered a legal docuntentrather a transcript of witnessed oral
agreements (Lydon 2009, p. 293-4).

Hence, trans-Saharan trade was shaped by infornsitutions (kinship, family ties,
reputation based enforcement) accompanied by nooneaf institutions (written agreements,
enforcement before the law based on religion). Puvas informal institutions are in terms

*® |n this context see also Avner Greif's study on contract enforceability among Maghribi traders in the
11" century (Greif 1993)
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of legitimacy, their effectiveness is constrainedat limited social group (the family, the
household, other Kanuri, Moslems). The more didfaatsocial group the weaker the effect of

informal institutions which are not uniformly shdrey everyone.

3.4.5 Social factors influencing institutional developmen

Apart from discussing the development trajectonéselected institutions themselves, this
study undertakes a limited attempt to follow thevedepment of social factors deemed
influential factors for socio-economic developmegtanthropologists and economists alike.
Among those urbanisation, population density andcation seem closely connected with
institutional effectiveness (Platteau 2000, Grig®92, see Gennaioli and Rainer 2005, p.3 for

more factors).

The perception of time, however, constitutes atituieon itself (Pirker 1997). It has the
ability to influence transaction costs and outcoofiemarket exchanges. It is listed here

because of its highly social character.

3.4.5.1 Urbanisation

Although exact figures are scarce, we can assuateutivanisation and population density
were low even for African standards. Pre-coloniahlri lived spread out over the savannah
with the majority living in smaller villages andrets to make use of the available land. In
the 1870s the German traveller Gustav Nachtigamestd that the capital Kukawa had a
number of 50.000 to 60.000 inhabitants (Nachtigdd9 p. 627). Realistic estimates of the
number and population distribution of the Kanue axtremely difficult. Mockler-Ferryman
reported a population of roughly 5 million in prelanial Bornu-Kanem at around 1900
(Mockler-Ferryman 1902, p. 138). 20 years later ti§hi officials estimated that Bornu
Province (geographically much smaller than pre-oalo Bornu Empire) had 700.000
inhabitants (Temple 1919, p. 432) of which 450.0@0e Kanuri (Temple 1919, p. 219). The
1952 census counted roughly one million peopleh& Bornu Province of which only one

quarter lived in towns of 10.000 citizens or ab@ehen 1967, p. 5)
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3.4.5.2 Organisation of Time

Not much different from the Tswana, the pre-colbifianuri economy was determined by a
traditional concept of working time. The major paftpre-colonial Kanuri lived in smaller

settlements and villages averaging a few hundrédhitants. As traditional famers, cattle
herders or craftsmen everyday duties such carimgcfops and sometimes small herds
structured the daily working time (e.g. a time sped¢o go to the local market) but also the

seasonal life (e.g. harvesting season, produciftsaduring the dry season) (Malone 2011).
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3.5 INSTITUTIONS IN THE COLONIAL PERIOD

3.5.1 How colonial rule was established

British control over today’s Nigeria was a piecempaicess of five successive stages. The
settlement of Lagos became a colony in 1861. Fr8g&61o 1900 the Royal Niger Company
controlled central Nigeria. After that its terriges were amalgamated into the new
Protectorate of Southern Nigeria. In 1906 the Rtotate of Southern Nigeria merged with
the Lagos Protectorate (Coleman 1963, p. 41-44)allginthe Southern Protectorates
amalgamated with Northern Nigeria in 1914, althougltertain degree of administrative
distinction between the Southern and Northern Négems maintained (Crowder 1978a, p.
191). See also Figure 16 below.

Even after 1914, the colonial administration of tlesvly created “Colony and Protectorate of
Nigeria” was by no means uniform but highly decainded. This reflected the enormous
cultural difference of the ethnic groups which hekn artificially united in one territoty
Only the treasury, railways, judiciary, military darpost and telegraphs were managed
centrally by Frederick Lugard who was appointed firet Governor-Generdl. Most other
things and day-to-day business was effectivelyomrgised in the hands of Lugard’'s two
Lieutenant-Generals (one for the North and onetli@r South). Even working languages
differed. The Northern administration used widebmenon Hausa whereas the South used

English.

*® There were primarily financial reasons for this union. The Northern Protectorate was running a
deficit which was hoped to be met by a surplus of the South. Furthermore the railway policies in the
various colonial entities were in need of alignment (Crowder 1978a, p. 196).

" Artificial as its boundaries was the new colony’s name. After some name searching including
“Nigrita”, “Niger Soudan” or the “Niger Empire” the term “Nigeria” was allegedly coined by the London
Times in 1897. The first official use of “Nigeria” was in a parliamentary debate in July, 1899 (Coleman
1963, p. 44)

*8 Frederick Lugard was High Commissioner for Northern Nigeria from 1900 to 1906. He became the
first Governor-General of the new colony in 1914 and held the office until 1919.
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Figure 16: Five Stages of colonial control
Source: Coleman 1963, p. 43

The Northern and Southeprovinces of Nigeria retained the status of a Brif&sotectorat
whereas Lagos, the capital, was a British colony ithhabitants had the rights of Briti
citizens (Coleman 1963, p.-7). A Nigerian Council was established in 1913 ttveas ar
advisory body to the Governor, but was abandonednaigal 922 due to lack of interest a
real power. After that there was no na-wide body until 1947 (Coleman 1963, p. !

Regarding Bornu, the Berlin Conference had assignechfijer part of the Borr Empire to
the Britistt®. At this point the rulers in Bornu had not even rbégformed. In 1902, th

British took possession of the assigned territoaed incorporated them into the North:

% Zinder, Kanem and territories east of Lake Chad were assigned French and the remaining territories
had to join the newly claimed German Cameroon.
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Province. In 1906, after some reshuffling of Britieshd Kanuri administration, Maiduguri
was made the new capital of Bornu hosting both tieeoof the Shehu and the British
garrison (Crowder 1978a, p. 181-182). Indirect nubes only effectively implemented from
1912 onwards. After World War |, the Kanuri domextterritories of former German

Cameroon were integrated into colonial Bornu (Kirs2d1, p. 43-6).

3.5.2 Indirect rule

The policy of indirect rule famously formulated Byederick Lugard as High Commissioner
of Northern Nigeria eventually became a goal foe #dministration of whole Nigefia
Indirect rule had been created out of the necessitule a large population with a minimum
of resources. In 1900, when the British set on ke &ontrol of Northern Nigeria, Frederick
Lugard was confronted with the difficult task taaddish British control and administration
over 15 million people. His budget was a mere 13%.Bounds (Crowder 1978a, p. 179).
Indirect rule had initially been designed to fiethighly centralised emirates in the north.
Therefore the degree of its successful implemeantataried considerably throughout Nigeria.
From a British point of view it worked most effectly in the Muslim dominated Northern
Provinces (Crowder 1978b, p.138).

Indirect rule basically meant that existing pobfidierarchies were remodelled into units of
local self-government that fitted into the Britisbl@nial administration. Existing traditional
political leaders (Emirs, Shehus, chiefs etc.) wergovern their people, not as independent
but as dependent rulers. At least in theory, tiieude of the British officials was that of a
watchful adviser not as interfering ruler (Crowd®&i7&b, p. 221-222 and Crowder 1978a, p.
199-200).

In Northern Nigeria Emirs, local suzerains, and 8teehu of Bornu ruled as “sole native
authorities” with most of their pre-colonial powelagely unchanged. Here the British

successfully pursued their policy of minimal ineggnce. Colonial officers acted as advisers

® |ndirect rule was not invented by Lugard. It had already been used in Fiji and India (Crowder 1978a,
p. 179).
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rather than supervisors. Only two objectives ofi8hitcolonial rule broke with this policy of

low involvement: Revenues and Budgeting (Crowder b9p8199).

In Bornu, the British installed Shehu Garbai in 1802 initially allowed him to rule in a pre-
colonial manner. In the following years, the Britiglrced some reforms to curb what the
British considered the inefficiency of the tradi@drsystem. The Shehu was asked to move
his court to Maiduguri, a settlement closer to Brétish headquarters. Fiefs (now called
“districts”) were united to create fewer, largedanore consistent territories. The British also
had a say in the nomination of local village lead@alled “land boards”) and how villages
were delimited. Here again, larger and fewer védlamits emerged. Of course these changes
had an impact on the social fabric of the politibgrarchy. Personal client relationships
between former village heads and fief-holders wgnered or at least severely perturbed by
these reforms. Major unrest or revolts like in otharts of Nigeria were however avoiféd
(Cohen 1971, p. 106-7).

These examples show that indirect rule in Nigergs \guite different from the “light” rule in
Botswana. British administration in Mafeking neverechabout size or number of Tswana
villages. They also did not have a say in who wadpresent the Tswana chiefs on local
levels. Finally, Tswana chiefs were financially epgndent. They kept only 10% of the tax
revenues. Nigerian suzerains instead, were de fealaried functionaries of the British
administration (see below section 3.5.4.2 for tiaxgt

From an institutional point of view it seems cléaat indirect rule and the changes of political

institutions it entailed were closer to the exigtimformal institutions of the Muslim

® |ndirect rule, which had been designed to work in politically centralized states of Nigeria’s north,
caused riots among non-Muslim ethnic groups in the south of Nigeria. There, political power was
traditionally less centralised and taxation partly unknown. Two examples stand out: Due to a lack of
actual chiefs among the Ibo in Eastern Nigeria, the British had to appoint “warrant chiefs” whose
legitimacy was utterly dependent on the colonial administration. The lack of traditional authority and
the abuse of powers of these warrant chiefs led to a revolt in 1929. Finally, the British had to abandon
the warrant chiefs and replace them wherever possible with traditional political leaders (Crowder
1978b, p. 140). In Western Nigeria, riots such as the one that led to the ljemo massacre had to be
quelled with military power. A British led inquiry, which investigated the causes for the ljemo
massacre, laid the blame on the unwise application of colonial policies (Crowder 1978a, p. 202-203).
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population in Northern Nigerfa This was the best argument in favour of indirete. As the
new political framework rested on core institutiook the population, it enjoyed higher
legitimacy and — as will be shown — would proofweersistent after independence. For the
colonial masters this meant lower enforcement céstsm the British point of view the main

advantage of the indirect rule.

It is not surprising then that British supportederalin the North enjoyed higher legitimacy
than in the south, where Native Chiefs depended drsiBmilitary power to exert political

power. Although this study will focus on the ingtibnal development of the Kanuri, it is
important to note that the Kanuri are not exempfarythe multitude of other Nigerian ethnic

groups. In particular their case differs from mamyhe non-Muslim south.

3.5.3 Important changes under colonial rule

British rule brought a range of changes. Among thtbhsemost important for the aim of this

study were:

First, slavery was abolished in Bornu and the wiobl&ligeria, but — not to upset the social
structure — only those who ran away from the forrmaisters were deemed free (Crowder
1978a, p. 186). The economic effects of slavenypatside this study’s scoPebut the end of

this cruel and inhumane trade can be creditedeartbre positive effects of British rule.

Second, British control of all Nigeria created aefiieade area. Security along the trading
routes was enhanced and reduced transaction éassts.result the volume of internal trade
increased. Investments in infrastructure (roads malevays) promoted trade. A common
currency was introduced, although it took until thiel 20" century to replace the traditional
money units (Crowder 1978a, p. 190). In 1922 moes 0 per cent of the revenue of the

country was spent on construction and maintenahc#rastructure. In 1950 there were more

®2 The northern societies including the Kanuri in Bornu shared similar political institutions with
centralised political power structures and taxation (Coleman 1963, p. 39).

®3 See for example Nathan Nunn 2008 on the long term effects of African slave trades (Nunn 2008).
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than 28.000 miles of road (Coleman 1963, p. 55)ports of the main four products (palm
products, groundnuts, cocoa and cotton) increasgaessively. In 1953 their total value
reached 125 million pounds sterling from practicathing a hundred years before (Coleman
1963, p. 67). Better transport infrastructure, fraele and currency unit sound economically
great, but they mainly served the overall goalrolvling resources for British manufacturers
and markets for British goods. Hence, colonial ecoicgolicies aimed to maximise exports
and imports. Internal markets seemed to have beglected. International trade was almost
exclusively in the hands of a few European firmg.(¢he United Africa Company UAC)
(Coleman 1963, p. 80-81). Off the main exportingtesu internal markets had hardly been
developed during colonial rule. Again Wolfgang $tls diaries provide rich evidence.
Fishing and wheat production around Lake Chad sdfdrom low technology and little
access to local markets. In the early 1960s it '@kl day of travelling to cover the distance
of roughly 150 km between Maiduguri (the capitabm the fishing villages at Lake Chad
(Stolper 2003, p.185-9).

Third, the British created a class of educated Iboataucrats needed to perform routine tasks
of administration. To avoid corruption this grougere liable to serve in areas different from
those of their birth. This group of roughly 50.080uld form the base of centrally minded

nationalist movement upon independence (Coleman, 12&D).

Finally, until the arrival of the British, northemigeria (including the Bornu Empire) was
economically orientated toward Tripoli and Northekfrica. British occupation ended this
historic orientation of trade. The diversion of expproducts to the Nigerian coast was a
result of the imposition of an artificial frontier the North and the establishment of a modern
transportation system within some parts of Nigédaleman 1963, p. 36-7).

3.5.4 Changes in Kanuri political institutions

Indirect rule established a parallel administratiomvn to district level. The Kanuri traditional

administration itself was left largely unchangeele(&igure 17: Indirect rule in Bornu).
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However a few modifications were introduced. Theditional second hierarchy based on

ethnic affiliation in the pre-colonial structure svdropped (see Figure 14 and Figure 17).

For reasons of efficiency the British aimed to cdidste the scattered fief holdings and
generate larger and fewer districts. Within thetfiyears of British rule the Shehu had to
dismiss the existing Big Lords and Junior Lords agplace them by 27 new leaders who
were to live in the districts (Cohen 1971, p.106jteA 1914, nobles and big men that
remained in the capital could become member ofgtlaeually expanding Shehu’s Council.
Slowly the council gained competence and influemcger British guidance. By 1940 it had
developed into an early form of provincial admirasibn with each member fulfilling the

functions as heads of civil service departmentss@fit 2001, p. 49).

In a similar manner British attempts to raise effidy in the administration affected the
village level. Inefficiently small villages had tee merged and corrupt village heads were
replaced — often reluctantly — by the Shehu. ThadBrexpended some effort to create lists of

agnatic candidates for village heads (Cohen 19706).
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Figure 17: Indirect rul e in Bornu
Source: Own based on Cohen 1971 and Crowder 1978a and 1978b

3.5.4.1 Effects of British rule on political institutions

The process of British involvement in personnel siecis conflicted with traditional claims
family or a “big man” held on specific political fafes (e.g. village head). Old ties based
patronelient relations were perturbed by fresh men, wie$heu had brought in on Britis
request as replacement for the traditional villdgads. Not being part of the traditiol
patronelient system in the village, these men lackedtilegicy. They had to quickly win tr
loyalty of the fief holder (now “districhead”) above them and of the hamlet heads b
them (Kirscht 2001, p. 51). In most cases this Ive® trying to depose of uncooperat
hamlet heads by complaint to the fief holder. Ihestcases new men brought in their ¢
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clients and used them as loyal - and sometimegmnicl henchmen to establish authority in
the villages. In 1906 a man in northern Bornu wagded to death for expressing his wish to
complain to the British officials (Cohen 1971, p. 108imilar problems arose at district
levels and when the British refused to acknowledaeitional taxing rights and exemptiShs
(Cohen 1971, p. 109).

The examples show how little legitimacy a newly @pped official had, if he could not rely
on the traditional system of patron-client relasibips. Client-relationship which had
governed political transactions in pre-colonialdésrproofed very persistent institution.

3.5.4.2 Taxation

The British colonial administration set out to sithpthe existing tax system. Its aim was to
“... consolidate the multiplicity of taxes into @gle "general’ tax, payable on a single
demand after the harvest, and whenever possibtirency instead of in kind” (Lugard
1922, p. 236). The other aim was to finance thésamisBritish administration. Usually 50 per
cent of the revenue was kept by the British. Thesedalf reverted to the native treasury
A second feature of indirect rule in Nigeria was tiegularisation of expenditures out of the
native treasuries in accordance with a budget, whki@s subject to scrutiny by colonial
officers. In Bornu the Shehu and his political leadthus became salaried officials their
salaries being part of their own budget (Crowder80$.139). The colonial district officer
together with the head of village annually assedbedincome of a village based on its
livestock and harvest, number of traders, proximbdymarkets etc. Taxes were levied on
calculated profits in four income categories raggirom farmers to craftsmen. Annual tax
per head varied from 6d to%8§Lugard 1922, p. 247). Taxation was partly reviaéer 1920.

From this time on, the Shehu and his council aripaaisigned tax duties to each village area.

® Religious practitioners had been exempted from taxation under the previous regime. In other cases
former head of ethnic groups still raised taxes from ethnic kinsmen on a completely non-territorial
basis (Cohen 1971, p. 109).

% 25 per cent belonged to the Shehu, 20 per cent to the district head, 5 per cent for the village head
and the Junior Lord (Kirscht 2001, p. 54).

% Equivalent to 4 to 20 USD in 2006 (Berger 2009, p. 10).
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British officials had only advisory function. The xtecollection was then left in the
responsibility — and to the arbitrariness - of bead of village. The latter system prevailed
until independence (Kirscht 2001, p. 59). Furthaenm@an additional cattle tax was levied
among nomadic cattle owners (Temple 1919, p. 4339al taxes had to be paid by British
currency wherever possible to encourage its usengnibe population. Furthermore
systematic taxation forced many Nigerians to predatore than necessarily needed to
maintain the household thus effectively breakingsupsistence economies (Coleman 1963,
p. 57). This second effect was fully intended bgy British (Lugard 1922, p. 237-238).

Streamlining of the taxation system entailed that$hehu and his officials lost their private
sources of income. It also deprived them of thesipdgies to hand out gifts to clients and
followers, which finally undermined their legitimaas rulers. The Shehu’s attempts to raise
money “at the side” were condemned as corruptioabmise of office by the British (Kirscht
2001, p. 52). Institutionally speaking an informalstitution (i.e. the patron-client
relationship) had been weakened. From the persgeofi the Shehu and his men the new
formal institution (i.e. the administration introzkd by the British) must have been a poor
substitute for the old ways.

3.5.5 Judiciary institutions: The dual system

In the Northern Protectorate, the native courtesysand a British supreme court existed side
by side. However, it is doubtful that this Britishuct heard more than one case in the period
from 1900-1914 (Berger 2009, p. 11). In 1947, it\dled a death sentence by the Emir of
Gwando on grounds of incompatibility with Britishromon law (Harnischfeger 2008, p. 61-
62)

We learn from the anthropologist Ronald Cohen thatBtitish installed district judges in the
fiefs, but that in real life most cases were death on village level. British involvement
seemed to have been negligible (Cohen 1971, p.OMiously the role of the district judge
was to merely supervise native law system and engaty in manifestly faulty cases. The
British silently accepted that Kanuri native law vised on Islamic norms and thus far from
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their understanding of a fair trial. Even so thegferred not to overhaul the Kanuri way of
administering justic¥ (Crowder 1978a, p. 199- 200).

3.5.6 Property rights of land

In the whole colony, British rule had a dissimilarpact on traditional land rights. Whereas
the administration in the north prohibited anyoBsiropean, Nigerian — whether from the
south or the north) from acquiring a freehold fitlee urban and semi urban areas in the
South, which had been under British influence muohgér, developed early forms of

individual land tenure. (Coleman 1963, p. 60)

In Bornu, the traditional institutions that reguthtproperty of land were de facto left
unchanged. A Land and Native Rights Proclamation peased in 1910 and revised in 1916.
It declared “... all native lands and all rightseovthe same.... to be under the control and
subject to the disposition of the Governor andt[itjsshall be held and administered for the
use and common benefit of the natives;...” Howetlds claim was never enforced (Wale-
Kuteyi 1990, p.132-133).

British colonial reports show that the head of dagé assigned unoccupied land to local
villagers, for which he received a small fee ot ¢ifemple 1919, p. 221). This institutional
framework of property rights proofed rather incomilgla with British intentions to promote

economic growth. It made it very hard for anyoneowbas not part of the particular ethnic

group (e.g. non Kanuri) to gain access to land.

Institutions of property rights under the coloniajime can be regarded causal for at least

three observations about colonial period.

Customary land laws proved a bulwark against fash@mic integration with the European

economy. Nigeria stands here in stark differenci vidhana (formerly Gold Coast) where

®Paul Bohannan provides a vivid description of administering of justice among the Tiv in 1957. The
Tiv are an ethnic group in the east of Nigeria (Bohannan 1957).
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many owners of cocoa farms were individuals belogdo the educated classes living in the

coastal towns (Coleman 1963, p. 68).

Land rights inhibited internal migration of Nigem= Ethnic groups from overpopulated land
(such as for example was the case of 1bo territotjre South) were not allowed to settle in
other areas in Nigeria (Crowder 1978a, p. 191 andrGah 1963, p. 58-59).

European migration or land purchases by Europeamsined minimal. Out of all colonial
possessions in Africa, Nigeria had the lowest prijpo of Europeans to Africans. In 1931
there were 2.695 British and 4.582 other Europeagstered in the colony. Most of them
lived in the coastal towns in the south (Coleman3196 33-4).

3.5.7 Market institutions

British control over Nigeria created a de facto esoit and later a monetary union. Trade
routes within Nigeria became safer because of tliead inter-ethnic wars. All this clearly
reduced transaction costs for national (formertgrimegional) trade (Crowder 1978a, p. 190-

191). Direct taxation fostered the use of money.

For several reasons the impact of British rule omketainstitutions and on the economic

growth in general was stronger in the south thahaemnorth of Nigeria.

a. Bornu and the Emirates in the north had alreadyedriat a fairly straightforward
money system because of their integration in t@aisaran trade.

b. Taxation was not new to Bornu and the Muslim Nobtlt, it had to be introduced to
many societies in the South.

c. The South was ethnically and culturally more dieeasid had formerly consisted of
more and smaller states and societies. The int@ale-off peace and safe trading

routes was therefore higher.
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3.5.7.1 Money

In 1825 the British Home Government claimed thatHe. shilling was to circulate wherever
the British drum was heard.” (Chalmers 1893, p. 28)eAst in Nigeria their success was
limited. British money needed some time to penethitgerian markets. In 1904 colonial
administration banned the import of Maria ThereBralers. Thereafter circulation of the
shilling increased considerably in Lagos and thelsdt still took until after World War 11 to

crowd out non-currency units such the cowries (\Waléeyi 1971, p.137-8).

Even with the shilling in circulation, cash baseghsfers remained a minority. In 1948, only
43% of the adult male population could be considleas being involved in economic

transactions using money at all. Most of Nigeriasney economy was located in the towns
on the coast and in urbanised areas. In the nbehtost economic activities continued to
take place within the household and most likelyolmed a form of barter (Coleman 1963, p.
66 and 69).

3.5.7.2 Institutions of trans-Saharan trade

By the mid 28' century, trans-Saharan trade over centuries gligditmcumbed to European
dominated trading routes towards the south. Twosaes stand out: First the British
administration took measures to divert trade roategh towards the ports on the Gold Coast.
Railways connected the Northern Provinces via Kand Bukuru. The railway to Kano

opened 1911 and effectively changed trade strus{@sowder 1978a, p. 190).

A second reason may have been of global natureh8y$" century international banking

and international trade had become dominated bypdaans whose joint stock companies
(e.g. English Levant Company, East India Company)anead to pool financial resources
more effectively than their Arabian and Middle Eestinterparts. Among others, institutional
reasons can help explain this shift in global trasklamic inheritance laws and the practice of
polygamy did not encourage the accumulation of ickemable financial assets in the hands of

a few. Instead, wealth was dispersed among numeasfaimants. Europe had followed a
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tradition of primogeniture which led to the devetognt of powerful companies with limited
liability (Kuran 2003).

3.5.7.3 Social factors influencing institutional developmen

European institutions of social life hardly reachids& Kanuri. In Bornu there was low
urbanisation, no European immigration, very littleaged employment, almost no
missionaries or European education. Hence, there Vimited possibilities of contact with
Europeans or European institutions. This is quitdistinct development from southern

Nigeria and other colonies in Africa (e.g. Botswa@arman Cameroon)

Colonial administration in Northern Nigeria showétld enthusiasm in promoting education
of the African population. Indeed many colonialicgfs openly expressed their contempt for
the “savvy boy” or “trousered” African (Crowder 19¥,8§.206). The 1939 census in Northern
Nigeria counted only 25.067 pupils in primary sdsaaut of a population of 11.5 million. In

the South 267.788 attended school out of a populat 8.6 million (Crowder 1978b, p.124).

According to the few figures available the Kanatied low even among the population of the
Muslim north. In 1952 eight years before indepeméefiteracy in Bornu in roman script was
0.9 per cent and in Arabic script a mere 2.1 pet ¢€oleman 1963, p. 135). Only in 1959,
the education department opened one school in Mardthe capital (Coleman 1963, p. 113).

Another reason for low school attendance may haenlihe absence of missionaries, who
ran more than 90 per cent of schools in southege. Missionaries were largely excluded
from the Muslim north by agreement with the BriffsiiCrowder 1978a, p. 192). By the
1950s Christianity had reached less than 1 per ddms. was in stark difference with the

® In 1900 when Frederick Lugard became High Commissioner of the Northern Provinces, he

promised - on behalf of his Queen Victoria — to maintain all pledges which had been assumed by the
Royal Niger Company. This included not supporting Christian missions in the Muslim north.
Missionaries (and thus European education) could only operate upon invitation by the traditional ruler
of a province. This was not the case in Bornu (Coleman 1963, p. 133-6). Another reason may be the
swift conquest of Bornu by the British. In south eastern Nigeria the Igbo suffered serious hardship by
British occupation. Christian villages were treated with some measure of respect by the British and
school attendance protected to some extent from forced labour. Hence there was a “run” to the
Church and to primary schools (Ekechi 1971).
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south, where Christian missionaries converted ar@fd of the population (Coleman 1963,
p. 94).

Employment in non-agricultural sectors showed ailampattern. In the whole of Nigeria
only railways, the plantations (in the south) anthing offered wage labour. The wage
earning class remained tiny in comparison with rimesses of subsistence farmers. We are
lacking figures for the north, but in 1936 the eolaccounted only 227.451 wage-earners out
of a population of roughly 20 million (Crowder 197&0b123-124). In 1954, only 257.000 out
of 30 million received wages (Coleman 1963 p. 6@lafed employment concentrated on
government, transport services and construction semhir. It was undoubtedly more
prevalent in the south and in to#hsWe can imagine towns as the engine of institation
development and transformation during colonial 8m@nly there, European institutions such
as language, money system, education, and limearrianagement brought about by salaried
jobs were introduced to a very thin class of Nigesi Taking again the number of wage
earners their number cannot have been more thaara ome per cent of the population in
1954. In Bornu, the only town of relevance was #svrcapital Maiduguri, which counted
16.274 inhabitants in 1921 and 54.646 inhabitan®9562 (Coleman 1963, p. 70-79).

All in all the Kanuri in Bornu were largely left themselves and there was only little transfer
of British non-market institutions (e.g. languageligion) to the population. It might be
possible that the common Kanuri farmer probablyenesaw a British or European face. The
situation was quite different in other British cales such as Botswana, where close contact
with European missionaries and job contractors megbEnglish language, money and way
of life (Schapera 1933). In neighbouring German €awon indigenously owned land was
alienated and the local population was forced takwm European plantations. Here
traditional corporate lifestyle was undermined tgreater extent (Crowder 1978a, p. 191).
Even in southern Nigeria the situation was quiteedent. 1906, when the Lagos Protectorate
was merged with the Protectorate of Southern Nagemay be seen as the beginning of
effective British influence in Southern Nigeria. Mignaries, traders, plantation owners and

% |n 1952 nine of ten towns above 40.000 were located in Yorubaland, in the south-west of Nigeria.
The Yoruba have a culture of urbanisation that dates back to pre-colonial times (Coleman 1963, p.
73).
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British administrators introduced European languaige way of life. Urban centres such as
Lagos attracted an educated work force with agpirdb work in the colonial administration.
European education and Christian faith weakenedtityadl institutions of kinship (Coleman
1963, p.72-79).
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3.6 POST-COLONIAL INSTITUTIONAL DEVELOPMENT

The remainder of the study sets out to investighg political, economic institutions

discussed so far. It does so on two levels.

[.  On national level the study shows that the curfentnal institutional framework
suffers from ineffectiveness. Nigeria's federal titgional framework contains

centrifugal tendencies which make very hard goveencountry in an effective way.

Il. On state level, the Kanuri in the Borno State sem®&s showcase model of how
important informal institutions persist over timadadominate local political and

economic transactions. The conflict with super-isgsbformal rules is the result.

This section is structured as follows. An overvieiaNigeria’s turbulent post-colonial period
is followed by a brief discussion of the currentlifpwal and economic institutional
framework. The second part of this section analykesinstitutional development of the

Kanuri in modern Borno.

3.6.1 Post-colonial institutional development on nationalevel

3.6.1.1 Independent Nigeria’s political record

The diaries of Wolfgang Stolper, economic advisethe Ministry of Economic Development
of Nigeria from 1960-1962, provides evidence thpbru independence the hopes of for
continued economic growth were prevalent among ®esteconomists (Stolper 2003).
Regrettably, after very few years only, politicalstity was lost. Several military coups and
constitutional amendments have changed Nigeriaistdation since its independence. Table

9 gives an overview over the main events sincegaddence.
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Year

Political event

1960

1963

1964

1966

1967

1970

1974
1976

1979

1983-4

1985
1991

1993

1998
1999
2000-2

2003

2007

2010

Independence on Octobet. IConstitution of 1954 (with amendments in 1955)
gives a country a federal structure.

Nigeria declares itself a republic.
First election in independent Nigeria lead to adwimg and violent crisis.

Military coup and counter-coup. Discord betweend¥ig's Muslim north and the
better educated Christian-animistic south. Fingltg-north Lieutenant-Colonel
Yakubu Gowon seizes power.

Eastern region secedes and proclaims itself theifitiepof Biafra. A brutal civil
war kills an estimated number of one million people

Biafra surrenders. The former eastern region iy ftd-integrated into Nigeria.
Corruption and abuses of power increase in thetcpun

Yakubu Gowon is deposed by General Murtala Mohammed

General Mohammed is killed during an attempted coBpneral Olusegun
Obasanjo seizes power.

Nigeria returns to civilian government rule. She&hagari is elected president of
the Second Republic. Nigeria’s public debt risesmfrl0 billion to 100 billion
Naira.

Military coup brings General Muhammada Buhari iptaver.
A second coup ushers in a military regime undere&dribrahim Babangida.

The Yobe State is carved out of Borno State on rmg¥euof administrative
efficiency.

Various coups end 82 days of civilian governmené.r@General Sani Abacha
seizes power in November.

General Abacha dies and is replaced by Major-Géadrdulsalam Abubakar.
Successful elections make former General Obasaagident of Nigeria.

Re-adoption of shari'ah criminal codec by twelverthern states (including
Borno).

President Obasanjo and his party win the genemlpaesidential elections. EU
observers find “serious irregularities”.

Umaru Yar'Adua wins presidential elections and vgrs in. EU observers
condemn elections as “severely flawed”.

President Yar'Adua dies and vice-president JonatBaodluck is sworn in.
Nigeria has enjoyed its longest civilian rule simgependence.

Table 9: Overview of Nigeria's post-independence hi  story
Sources: Bach 2006, p. 85, Kirscht 2001, p. 64-70.
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3.6.1.2 Institutional weakness of the post-colonial state

Nigeria’'s constitutional foundation had been binlicolonial times. The so-called “Richards
Constitution” had been set up in 1946 under Britigldgnce and had resembled many other
constitutional drafts in the British Empire. It feeav a common legislative for the north and
south. In addition, it divided Nigeria in three i@gs (Northern, Eastern and Western Region)
each of them with a House of Assembly and a Hodiseheefs. It was unpopular from the
start and politically contested in particular iretBouth. Consequently a new constitution
entered into force in 1954 and devolved more palitpower to the regions (Kirscht 2001, p.
63-4).

Today — after years of military rule and constiaunal revisions - Nigeria is a federal republic.
The president holds extensive powers similar tosfrsgem in France or in the United States.
Traditional political institutions are not providech federal level, but the states are granted
permission to work with traditional leaders, whante to hold advisory functions only and are

explicitly barred from any executive, legislativiejodiciary powers (Kirscht 2001, p. 74).

However, Nigerian state institutions broadly fal grovide a framework for basic political
and economic institutions on a nation-wide scalsekbms that the only effect it achieves is
keeping dissolution of the country at bay. But Nigerunity comes at great costs. Oil
revenues are used to create political dependenttyeaftates and local governments towards

the federal government (Bach 2006, p.75).

Some scholars doubt if the price of unity is justifand question the objective of keeping the
country together. They claim that Nigeria as aamt&nd its boundaries are the product of
colonial diplomacy. Keeping the unity has cost amnkion lives in the Biafra war and may be
one reason for Nigeria’s many institutional shomdaags (Englebert 2009).
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At this point, three institutional failures will lliscussed by way of illustration

I.  Institutions which provide a minimum of personatsgty to the citizens
II.  Institutions which protect property rights
[ll.  Institutions which provide jurisprudence

In 2004, the World Health Organization (WHO) reaxd17.7 homicides per 10,000
population in Nigeria ranking it among the 40 mastent places on the plaf@(UNDATA
2011). Police performance suffers from low salari@ssufficient numbers, lack of
accommodation etc. Police officers are not simpgmed as ineffective but as a source of
insecurity themselves. Failure to provide persa®durity to citizens has undermined the
legitimacy of the federal government. This has ted privatisation of security on a local
level. Vigilante groups (e.g. the Bakassi boys)netimilitias (e.g. yan banga) legally co-exist
or are at least untroubled by the police force. @ralisation of politics is another problem.
Numerous assassinations or assassination attengoes recorded during local elections in
2004 (Bach 2006, p. 77). Key players in domestiatipsl appear to be backed by ethnic
militias or groups of vigilantes such as Arewa Cdiagive Forum in the north, the Afenifere
in the south west or Ohanze Ndigbo in the south {48906, p. 86).

Federal Land Use Decree from 1978 states thaamadl Without legitimate title of ownership
belongs to that federal state (Kirscht 2001, p. e federal decree has not substantially
improved the situation. Before 1978, the lack ofclproperty rights impeded economic use
of Nigeria’s resources (Stolper 2003, p.133). Todageral law may conflict with informal
institutions governing land rights. Examples fronriBo (section 3.6.2.2 below) will provide
evidence of such conflicts. In the Niger Delta lapbperty conflicts fuel the rampant
violence and the appropriation of crude oil by iithabitants (Bach 2006, p. 70-1). On a
national scale Nigeria’s potential to attract FgreiDirect Investments (FDI) is rather

disappointing - given the country’s wealth in naturesources — even if the rate of FDI has

" This number only comprises officially reported cases by the Nigerian police forces.
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stabilised somewhat over the last decade. In 2008eria ranked 88 of 144 on the
UNCTAD Inward FDI Potential Indé€x (UNCTAD 2010).

The weakness of Nigeria’s state institutions is bealpest displayed by the marginalisation of
federal law and jurisprudence. Military rule undéeved the rule of law in Nigeria. In 1991,
the Civil Liberties Organisation inspected 65 prs@nd reported that at least half of the
60,000 inmates had never been seen by a judgeidDBources confirmed that many of those
awaiting trial had been imprisoned for up to tearggBach 2006, p. 76). On a regional level,
unrest in the Delta states has reduced chancesvofdha fair trial in the Delta states. The re-
introduction of the shari’ah has weakened fedexal &nd legislation in the north Instead
shari’ah seems to have had a discriminating eféectthe non-Muslim population in the
twelve states (Bach 2006, p. 82).

3.6.1.3 Lacking legitimacy: Federalism and neo-patrimonial ule

Apart from a weak institutional framework Nigerigislitical development seemed to have

been driven by two unspoken directives.

I. Federalism to maintain the national unity of thartoy

II.  Neo-patrimonial governing style to balance lackegiitimacy of political institutions

Today, Nigeria consists of 36 states and one dagtatory. The fragmentation into an
increasing number of dependent states and locargowents may have prevented the country
from dissolution, but this has not been withouttso&inancial rewards associated with the
creation of new territorial units have triggeredteeam of demands of Nigeria’s many ethnic
groups. The example of the Niger delta shows tiegd demands can take violent forms. This
fissiparous trend has manifested in the son of smddrome, which differentiates between

"> Of course many other factors also affect FDI. Among others, Nigeria’s business sector suffers from
erratic energy supply and overall poor infrastructure (Bach 2006, p. 70).

" The application of shari'ah law has been highly popular among the population who expected shorter
and less costly trials. Furthermore the shari'ah’s harsh punishments were seen as an effective
deterrence against corruption. These hopes have not been fulfilled so far.
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Nigerians indigenous to a specific state (blood)tees opposed to mere Nigerian residents in
the same state. The latter (non-indigenous) a@idimated against in their access to I&nd
access to education, health facilities and pulditvises. Consequently, economic impacts
(mobility of workforce, protection of property righetc) are disastrous. Together with the
progressive fragmentation of Nigeria’s territoriasd states this means that the territorial
space within which a Nigerian can claim full riglats a citizen (i.e. the state of his blood ties)
is far smaller than 50 years ago, when Nigeria diagled into only three regions (Bach
2006, p.79-80).

The process of ethnic identification, which is reshed with a state and bigger shares of (oil-)
revenues by the federal government, is self-reamigr and thus very persistent. Federal
formal institutions need oil revenues or risk beiggored. The dissolution of the Nigerian
state would be the consequence. In this institatimamework it is only rational by all actors

to create ever more ethnic states and governmeénesf @nd Laitin 2004, p. 646-7).

Given the weakness and low legitimacy of formalefed institutions, Nigerian civilian or
military rulers alike have resorted to a traditibmeormal institution with arguably high
legitimacy all over Nigeria: The patron-client madaship. This has resulted in a form of neo-
patrimonialism which again is very resistant to mwasation. Dispensation of patronage
through office allocation — a modern form of pataient relationship — has so far survived
the country’s macro economic adjustment programisouh 600 parastatals are directly
dependent on the federal government. An estimated Belong to states and local
governments. Together the parastatals employ d&@foper cent of the total workforce of the
formal sector (Bach 2006, p. 84). Nigeria Royaltresn oil and natural gas, which are federal
controlled revenues, have helped to nurture depemee Under the current revenue
allocation formula the country’s 36 states and 664l governments statutorily receive about
half of the oil revenue (Bach 2006, p. 71).

The connection between weak formal institutiors. (Nigeria’s federal government) and neo-

patrimonial rule (i.e. governing by oil revenues)quite common in African post-colonial

8 Compare with colonial Bornu’s limited access to land for foreigners and other Nigerians.
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history. It follows a typical chain of events: Aftiine first years of independence, when either
the euphoria or the leaders’ charisma has endeshafonew state institutions begin to lack
legitimacy in the eyes of the population. Peoplefgr to follow local informal institutions.
African leaders therefore soon discover how lifitever they have really inherited. In many
cases such as Nigeria, ethnic heterogeneity basedbdrarily drawn boundaries adds to the
lack of legitimacy. To stay in power, civilian amdilitary leaders alike resort to a neo-
patrimonial ruling strategy, which is more in lingh traditional institutions based on patron-
client relations. The results are widespread distorin market mechanisms. Resources are
allocated according to political interests and eauaBentelism and corruption (Englebert
2000b, p. 1823-1825).

How can the lack of legitimacy of federal institris be explained? According to the simple
theoretic model discussed in section 1.4.2 abdwee|ggitimacy of any formal institution is a
function of its embeddedness in existing infornmatitutions most of which are institutional
arrangements locked-in or based on path-dependErm®. an institutional point of view, the
performance of Nigeria’s federal institutions haei disappointing. Different from some
other former British colonies (e.g. Botswana, Ausddagffective state institutions had either

not been imported or had failed to be embeddedistieg institutions in a coherent way.

Of course colonial rule is not the only factor mstitutional development. To cater the needs
of over 250 ethnic groups with - each with theiroimstitutional development path - seems
impossible for one single national institutionarfrework. The following will focus on the

post-colonial institutional framework of the KanuriBorno State.

3.6.2 Post-colonial institutional development of the Kanu of Borno State

To understand Nigeria’s weak institutions the stbdg geographically focused on the Kanuri
in today’s Borno State. As has been shown, insbitati transfer during colonial rule was
minimal. This is not necessarily detrimental tatilnsional development. The Botswana study
has shown that important political and economiditungonal reform took place in the first
decade after independence (see section 2.5.2).
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In Borno, institutions did not change much until thed 1970s. In the late 1990s the rapid
urbanisation together with the re-introduction bhis’ah law has triggered a hastened and

sometimes violent phase of institutional develophpamticularly in urban areas.

3.6.2.1 Post-colonial Bornu political institutions

In 1976 the Local Government Reform was passed whimed to break the influence of
traditional rulers in the Muslim north. Until 19716e political hierarchy had not changed
much from colonial times. Interviews with farmergteat that common Kanuris hardly

remember independence or any changes it brouglnt iyeon (Kirscht 2001, p. 65).

The 1976 reforms created several elected Local Bovents Areas (LGAS) inside Borno
State. Maybe more importantly the local governmemtsch administered them were also
endowed funds derived from oil revenues. This aéi@@ shift of power. In Borno the effect
was strongest on district level. Every day politizasiness moved from the district head (i.e.
traditional body) to the local governments andrticbairmen (i.e. elected bodies). The result

can be seen in Figure 18.
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Republic of Federal Republic

Nigeria President
Borno State Government T
State Governor Shehu and Council

Local Government

Districts Chairman i District Head
Villages Village head

Households Headof ______
. household

Figure 18: Political Structure in Borno State after 1976
Source: Own based on Kirscht 2001, p.75

District heads had initially been introduced by tRatish. After independence this tit
merged with the traditional office of a fief holdesgether with its traditional functior
although without official executive powers. Todaistrict heads are still invested by 1
Shehu and assist in cases of conflicts. More inapdist they collect taxes from the populat
on behalf of the Shel (Kirscht 2001, p.78).

District heads provide important links between camniKanuris or villageleaders and the
state authorities (Kirscht 2001, p.-8). Interviews with Kanuri farmers give evidencett
heads of hamlets or villages are the first refezgmersons for all problems. If necessary
traditional leader will go to local governments their behalf. Only “big men” ought to ¢

directly to the local government (Kirscht 2001/8).
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Despite these changes on district level, traditigruditical institutions remain important for

several reasons

a. On village level and below the pre-colonial struethas practically not changed.

b. The newly elected offices are to some extent filletth former traditional leaders and
men loyal to the Shehu.

c. The Shehu himself has kept important powers suctheagight to staff traditional
offices, the right to administer justice and hisidtion as religious leader for his
people. He continues to rule by patron-client retet and gift exchange - nowadays
mostly traditional clothes (Kirscht 2001, p. 77-80)

Similar to colonial times, the dual hierarchy, whievolved after the 1976 reforms, forces
traditional leaders and representatives of the riddgovernment structure to cooperate.
According to field research the institutional cactflbetween formal state authority and
traditional leaders is still ongoing. Alliances arahflicts are solved on a case to case basis
and examples of these conflicts are plentiful. @wample has been recorded by Kirscht
(2001): A district head that had been called toves@l violent conflict between Fulani cattle
herders and Kanuri farmers. The traditional leaatdered a squadron of police to take a pick-
up truck and assist him in settling the conflicheTpolice (federal agents) obeyed. Formally
district heads hold no executive powers, but threyrasponsible for solving conflicts between
famers and cattle herders. On other occasionsictesnietween the Local Governments and
the Shehu about dismissal of unwanted village headever the appointment of village
heads, who are loyal to the Local Government, H@an reported (Kirscht 2001, p. 79 and
90-96).

These institutional inconsistencies remind of dipdic tug-of-war between British officials
and traditional rulers in colonial times. Some béde conflicts have impeded the private
investments and agricultural projects with detrilméeconomic effects (Kirscht 2001, p. 90-
96).

Here the example of the modern day Kanuri almodgepty matches the thesis’s theoretical

model of institutional hierarchy and legitimacyroduced in section 1.4.2. According to our
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model this conflict, which started in the 1970shatihe introduction of the LGA, can last for

generations to come.

Although State and Local Governments can and de rthieir own revenue, they mostly rely
on Federal Government allocation. In contrast,tthditional administration under the Shehu
continues to raise most of its revenues at a l@adl predominately by taxing the rural
population (Sarch 2000, p. 4). Here again a paraligtitutional structure has evolved.

Conflicts are inevitable as an example in the negtisn shows.

3.6.2.2 Institutions of property rights

On paper, the Land Use Decree of 1978 nationakidlelind and vested its management to
the Local Governments (Sarch 2000, p. 5). Althotlgh federal law applies to all unoccupied
and non-urban land belongs to the state, the hefadlBages or hamlets keep practising their
rights of land allocation within their village asealhis has been silently accepted by state
authorities (Kirscht 2001, p 86). This practicecohflicting institutions of property rights has

led to numerous cases of problems and inefficisncie

a. In the 1980s the South Chad Irrigation Project +gestate led initiative to modernise
agriculture — ran into massive problems and coofusiith land rights. In the end the
project failed for various reasons. One of them weas the government had to

acknowledge traditional land rights on projectiterres (Kirscht 2001, p. 268-311).

b. In the 1970s and 1980s new and fertile land becavadable which was freed by
Lake Chad’s receding shoreline. Its allocation fekd very much pre-colonial
institutional rules. The head of the geographicalbsest village nominated a hamlet
head among the new settlers, who was given the togallocate lands to the families
in his settlement. In return the head of the hambet responsible for collecting annual
taxes and settle conflicts on behalf of the villdggad. Disputes over the right to
allocate farmland were settled in the favour of Kamuri community, where this was
an option, and in the favour of those able to @elithe largest tax payment to the
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hamlet head. Members of distinct ethnic groups wdseriminated against (Sarch
2000, p. 6).

c. Another interesting example of the persistencenédrmal institutions of property
rights are the fishing rights on the shores of L&kad. The Inland Fishing Decree of
1992 (federal law) authorises state authorities @fiders of the Local Governments
to issue fishing permits for the local populatidn. addition, it bans the use of

obstructing fishing traps such as the highly effectdumba™

. Both rules (fishing
permits and ban of dumba) caused some confusioregedtually failed to prevail

against an arrangement based on traditional itistitsi>.

These examples provide evidence of the prevalehteditional institutional arrangements
based on pre-colonial institutions which have bswangthened rather than modernised by
British colonial rule (Kohli 2004, p. 301).

The last example highlights the competition betwd®se that see themselves as the true
“indigenes” of an area (here: local Kanuri) andsthahat are considered to be more recent
“settlers” (here: those who had to pay) who are e of different ethnic groups. This
practice can be found all over Nigeria and is afeative institutional arrangement for
allocation of land rights, but it is economicallpdapolitically clearly sub-optimal to an
institutional solution based on more equal acdesghermore the distinction between settler

and indigenes is very often the reason for Nigenmaany violent riots (BBC 2011)

" A dumba obstructs small rivers of receding water as the lake surface contracts during the dry
season. Fish which want to swim back to the main lake are conveniently and effortlessly trapped.
However, its use is problematic, because its high effectiveness prevents any other fisherman living
downstream to catch any fish at all.

> Up until 1993, dumbas had been a source of conflict between dumba fishers and those downstream
of them. In 1993, the conflict was resolved by a wealthy head of village, who agreed to issue a written
license that could be checked and (the exclusive rights of the licensee) enforced by the Army patrols
on the lake. Army officials obviously also fiancially benefitted from the arrangement. Then in 1994,
Local Government officials — obviously unaware of the 1992 Inland Fishing Decree - attempted to
license and tax dumba and confusion developed over who had the right to license them. This was
resolved when, in early 1995, Federal fisheries officers visited the Local Government to explain the
regulations of the 1992 decree. These prohibit dumba and thus prevent officials from taxing them.
Nonetheless, the use of dumba persists and in the case study villages, the traditional administration
again filled the void created by the withdrawal of Local Governments and expanded its authority over
fishing, in particular over the allocation of dumba (Sarch 2000, p.7).
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The last example is not only evidence of the persee of informal institutional arrangement
over formal state law. It is also a case of thadédy of the commons” which has become a

metaphor for allocation problems related to comrpoal resources (CPRs)76.

CPRs are natural or human-made resources that stmsdttibutes:

[. It is difficult (but not impossible) to devise wayo exclude individuals from
benefiting from these resources and
[I.  units consumed by one individual subtract from éhagailable to others.

In this sense CPRs are a mix of public and privatelgoThey share the first attribute with
public goods and the second attribute with prigmteds (Ostrom 1997, p. 1).

Usually an institutional arrangement of properghts evolves or is created to regulate access
to CPRs. According to Douglass North’s notion of pdépendence the institutional solution
does not have to be the most efficient possiblenireconomic sense. Instead it is likely that
historic institutional evolution determines thetingional outcome (North 1990). Once an
institutional arrangement has been locked-in —nofteder unique historic conditions - this

institution is very persistent to change (Boettk8&(@. 332).

The Kanuri institution of the use of dumba fishimgts provides evidence of path-dependent
institutional lock in. The institutional arrangenmes effective, but economically inefficient.
The fee resembles arbitrary taxation and is natgimal solution to the CPR problem of the
Lake Chad fishermen, yet it prevailed against aealigtweak efforts by officials of the Local

Government.

® Common pool resources were first discussed by Garrett Hardin (Hardin 1968).
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3.6.2.3 Legal institutions and judiciary

In Nigeria today four different systems of law a@plicable: the received English common
law, Nigerian legislation, customary law and in¢hgd shari’ah law, and modern case law.
The result is an institutional mess (ADB 2009, p-208. Nigeria’'s troubles with its law

system can easily fill a thesis of its own. Theédaing section takes a focus on shari’ah law.

The end of the shari’ah law — at least of its pexmale — had been one of the conditions the
Muslim north had to accept as the price of independ. From October®11960 on the
jurisdiction of Islamic courts was limited to ciyproceedings involving questions of Islamic
personal law (e.g. family status, marriage and @p A new secular civil law was quickly
drafted for the northern states only. It drew hlgawin the British criminal code but
incorporated Islamic elements (e.g. ban of alcoadlitery), which were only binding for the

Muslim population (Harnischfeger 2008, p. 61-2).

The re-establishment of Islamic courts has hadipalj economic and institutional effects.
The re-introduction of the shari’ah law in 2002 laaguably strengthened traditional political
institutions and the position of the Shehu as alig leader and thus highest authority in
traditional justice. At least in Bornu, research lsaswn that the Local Governments and
other state authorities have so far accepted thwome of law cases, even if they were in

contradiction with existing federal law (Kirscht@Q p. 90).

In some Northern Muslim states (e.g. Kano) so-ddfisba groups, which are Muslim youth
enforcing the jurisdiction of the Shari’ah, haveveleped local law enforcing force in clear
contradiction with federal law and the police. Ag#ne conflicts with state institutions have
either been settled in case-by-case solutions e leal to serious clashes and unrest (Adamu
2008).

Whereas the hisba has caused problems for thedigti among Muslims, the re-

introduction of shari’ah law in the 12 Muslim statef Nigeria has led to violent religious
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clashes mainly between Christians and Muslims. Euambre, the sentences have been highly

controversial within and outside Nigeria (Harnisagpdr 2008, p. 16).

Shari'ah law is another example of a pre-colomatitution which has prevailed and literally
re-emerged today. Islamic jurisdiction had beentw&s old when the British conquered
Nigeria’s north. Colonial rule rather strengthendd by integrating it into colonial
administration. Seen from this perspective the fdecades of secularisation (1960-2000) is

just a short interlude in an otherwise perfect exlanof institutional path-dependence.

The effect of shari’ah law on long-term economiowgth is beyond this study’s scope.
However, from an institutional point of view, thkasi’ah law undermines the legitimacy of
Nigeria’'s federal law system by placing the willédd above all man-made decisions. It also
threatens the authority of the president who is aisGan and it is likely to add to the
persistence of traditional authority of pre-coldmalitical institutions (Harnischfeger 2008,
p.14).

3.6.2.4 Social factors influencing institutional developmen

Although precise figures are missing we can asstiraesocial and economic life in rural
areas has not changed since colonial and maybeofeial times. Schooling initiatives from
the government in the 1970s had limited succe&®omu (Kirscht 2001, p. 269).

In particular remote rural settlements have manetditheir life-style from pre-colonial times.
Reports from villages on the Nigerian shores of L&kad have seen negligible support from
the government. Wells are hand-dug and roads aecirieity are absent. Education is

restricted to Islamic schooling for boys (Sarch@Q 5).
Perception of time - an important institution regilg working hours — has likewise not

evolved in rural areas since the™®entury. Daily life is dominated by agriculturedathe

annual cycle of rainfall and harvesting determi@esnomic use of working hours.
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A good example is the use of traditional calendaor’g Kanuri famers. According to recent
anthropological research near the Lake Chad, thifeeraht calendar types are in use. The
Islamic calendar (Hijri Calendar), a calendar basethe position of stars (Sellewu Calendar)
and the European version (Christian Era) in padicaimong the younger and literate farmers.
Interviewed farmers had problems transferring détesh one calendar system to another
(Kirscht 2001, p. 186-9).

The application of the various calendars (and timeplicit imprecision) has agricultural and
economic impacts. Only the Sellewu and the Christialendar can be used to determine
agricultural seasons. The latter has to be used \@baling with state authorities. Knowledge
of only one or only the other may have individuebeomic impediments. Knowledge of the
Islamic calendar which seems to enjoy broadesusidh shows an individual’s religious
faith.

Social factors like education are arguable differ@nmajor towns such as in Maiduguri,
Bornu’s capital and economic centre. Bornu’s popaoitatias risen together with its rate of
urbanisation. Borno state now counts six towns witar 20,000 inhabitants. Together these
towns are home to some 1,350,000 inhabitants oBboio’s population of 4,986,233 That

is still rather low with 27 per cent. Urban popidat has grown rapidly. Maiduguri’s
population has risen from 618, 278 in 1991 to ameded 1,155,317 in 2011. Education is
only available in towns and figures are among tleestvin Nigeria. Only 7 per cent continue
education after primary school (World Gazetteerl20dnd World Gazetteer 2011b).

" Borno’s total population is an estimated projection for 2011 (source UNFPA 2011). Borno State
government classifies as urban all towns with a projected population of over 20,000 inhabitants.
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3.7 SUMMARY

Today traditional, informal and modern, formal ingtons co-exist side by side in everyday
Kanuri life. The institutional framework they adg to can hardly be expected to provide an
economically efficient framework for economic depminent and long-term economic
growth. Instead the examples reported in this stpdyide evidence of a dysfunctional
institutional framework albeit on a micro-level ahalysis (e.g. village level). Yet the cases
show that the conflict-laden relation between fdrara informal institution is to some extent

the result of Borno’s pre-colonial and colonial past

Although very contextual in regards to the everit&anuri history, the study has aimed to

provide evidence of the persistence of pre-colonistitutional arrangements. It has stressed
the prevalence of informal institutions againsefamposed formal institutions. In doing so

the study has worked within a simple theoreticadeldbased on Boettke et al., North and
Williamson to explain the persistence of infornratitutions.

The case of the Kanuri fishermen on the shoresa&&lChad is a good example of the quality
of the institutional framework the Kanuri societgshestablished. The institutional outcome is
effective in the sense that local fishermen compiy, it is economically inefficient. It does
not permit a rational exploitation of the fishingsources and thus deters investment and
economic development. The institutional arrangenrempiace (arbitrary licensing regime by
village heads) can only be understood as the resuihique historic events that have shaped
the Kanuri society and economy.

Likewise, economic development projects of biggeales have failed in Borno. The
institutional framework in place did not suppore th envisaged — more efficient use of land.
Again centuries of institutional evolution of properights and political institutions, in which

they are embedded, can explain this failure.

Finally, the study has researched the impact ofesaon-economic factors on institutional

development. This may become relevant for the oeesearch on the colonial influence on
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institutional development. Within the historic cext of the Kanuri in Borno the study has
shown the lack of Western schooling and the lovellef urbanisation are possible factors

which impeded the adoption of modern institutions.

The study aimed to contribute to the question wiyeNa ended up with weak institutions.

Although this question is very hard to answer, Klamuri example provides evidence of how
little federal state institutions were adapted agal institutional arrangement. It may be
reasonable to assume that many of Nigeria’s ov@r &hnic groups have been confronted
with an equally conflict-laden institutional frameri analogous to the Kanuri case.

Again the colonial past plays a role. The impleragah of British indirect rule affected local
traditional institutions to a varying degree in Blig. In the south and in the former capital
Lagos, British rule brought more European educati@hrjstianity and Western work ethics.
In the Muslim north (including Borno) British indcerule largely strengthened and petrified
existing institutional arrangements. Given thesginitt institutional development paths, it is
hard to imagine a framework of state institutiohattsuits all of Nigeria's ethnic groups.
Although more research is necessary, Nigeria’'s gadieates a causal connection between
weak formal state institutions on one side and petoimonial rule and strong secessionist

tendencies on the other.
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Exogenous variable

Endogenous variable

Outcome

Indirect rule in whole Nigeria
with very distinct forms of
implementation in particular
between the north and the
south.

Indirect rule in Borno meant
no missionaries, no European
settlers, no European
education and no involvement
in justice and law.

Indirect rule in Borno had its
strongest impact in
streamlining existing feudal
structure (fewer and larger
fiefs and village units) and
minor changes in taxation.

In Borno, colonial rule
did not introduce
European institutions or
facilitated any
institutional
transformation.

In Borno pre-existing political institutions consired
promoted clientelism, patrimonial rule and a teroyefior
political instability. Constraints on political poweere

low.

In Borno existing economic institutions were relatw
well developed because of Islamification in th& 11

century.

Kanuri have no preference of urbanisation, rateed to
“hive off” or migrate within their territory.

Islam may have acted as a conservative factor imged
the introduction of European institutions (e.g. lban
missionaries and European schools).

No ethnical tensions among Kanuri and non-Kanuri
reported or investigated in the study.

Nigeria has one of the weakest
institutional frameworks in the
world. Federal institutions
conflict with local informal
institutions. Neo-patrimonial
rule and an economic waste of
oil-revenues are the result.

Borno has developed a weak
institutional framework which
suffers from

a) the contradiction of formal
federal institutions and local
traditional institutions and

b) the persistence of traditional
informal institutions which
shape political and economic
life and are sub-optimal for
economic development.

Table 10: Exogenous and endogenous variables of the

Source: Own

working hypothesis
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4 CONCLUSIONS

The structure of the cases along chronological ehdscilitated the identification of
processes of institutional transformation. Thistisecfollows the chronological structure and

concludes the findings of the two studies.

Pre-colonial institutions of Kanuri and Tswana wdiféerent in many ways. The Kanuri had
a tradition as long-distance traders. Hence thegtitutions in this respect were fairly
developed. Islam had brought a common languagedéts and writing. Political institutions
were weak in the sense that they could not prosidéility or able leaders over a longer
period of time. The Tswana had limited economictitagons, but efficient political
institutions. Their record of able and pragmatiaders helped them under colonial rule and
kept British (in particular South African) involvemtelow. It is remarkable that the British
(driven by Cecil Rhodes) expanded their colonialuefice over South Africa and Rhodesia

and omitted Bechuanaland in its geographic mid.

The colonial phases in Botswana and Nigeria yieldé@rences in adoption of European
institutions. In Botswana’s case, roughly 80 yeafsdomination facilitated the gradual
takeover of mostly informal European institutiongarious factors such as education,
taxation, urbanisation and labour migration favauti@s process, but its slowness may have
been the main factor for its success. Schaperaridedcthe generational conflicts in the
settlements close to South Africa, where new wmistihs were adopted first by the youth. The
Kanuri in Borno did not undergo a slow adoption wformal European institutions. Only
money was introduced to them. They also lackedptioenoting factors like urbanisation or
European education with an exception of taxatiomthM Nigeria, the situation may have
been quite different at the coast, where exposuEtopeans was greater.

British administration of the two countries differednsiderably. Despite its name indirect
rule in Nigeria meant involvement of British offiSadown to district level. Local suzerains
were de facto salaried functionaries of the Briglministration. They were paid a fixed

income out of the tax revenues they collected lierBritish. In Botswana, the British hardly
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entered the country. The two recorded occasionmare direct British involvement in the
succession of Tswana chiefs resulted in considgraler institutional efficiency in these
two tribes. Although neither Botswana nor Nigen@erienced forceful imposition of foreign
institutions the effects of colonial rule were gudifferent in the two countries. In Botswana
the vicinity to European institutions (languagegasrisation of time, money and missionaries)
started a process of institutional development tvlvas very consciously steered by Tswana
chiefs. From this perspective the situation remiradker of Japan during the Meiji period. In
Nigeria colonial rule strengthened and petrifietstrg institutions. Questions of village size
and who would be village head did not challengeetkisting institutional framework as such.

Upon independence, there were no institutional gaann Bornu for 16 years. Most Kanuri
hardly remembered independence at all. This agagneatly different from the political grass
root movements unleashed by Seretse Khama and tRe Biz Tswana used their “window
of opportunity” (Williamson 2000, 598) and starteml busy period of institutional
transformation. Political parties were founded dedhocracy was built on a formalised form
of the existing institutions of chiefs and kgotl&nly later in a gradual process were the
powers of the chiefs eroded and replaced by a wenemonial role. Remarkable is also long
cooperation with expatriate bureaucrats — a veagmatic move in an imaginable emotional
time. The success of the Tswana was not compléte.pErsistence of communal ownership
right of land can again be explained by the pemamsess of informal institutions based on
Tswana culture. Modern institutions of propertyhtggywere not introduced and the “window
of opportunity” closed without ever being used. Seduent attempts at institutional

development have come with higher costs.

The Bornu Empire, on the other side, had existedrbeBritish rule and it continued in the
same way thereafter. No British institution but f@und Sterling was left behiffd Rather,
new formal institutions were imposed by the fedegralernment decades later. These new
institutions were ill-adapted and because the Britiad left no central administration behind
on which to build them. The whole arbitrarinessto# Nigerian state became obvious once

8 Here at least the claim that “...the shilling was to circulate wherever the British drum was heard...”
became reality (Chalmers 1893, p. 23).
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the British had left. Civil wars tried to enforce tra political institutions. Today, they have
given way to a system of sharing the oil revenoelsuy political acceptance and unity. It is
not surprising than that local political and ecomomstitutions have been locked-in since
pre-colonial times. Being informal and close to tioee, they are simple more effective. This
finding is in line with Kohli’'s analysis of Nigerjavho argues the post-colonial state was a
state without central authority unable to perfonncts an elementary function as systematic
nationwide taxation (Kohli 2004, p. 327) or to prae economic development (Kohli 2004,
p. 363-6).

Lange has pointed out that the nature of BotswaanadsNigeria’s natural resources are more
similar that one might assume. Both, diamonds ahdeserves require large infrastructure,
technology and investméit When the deposits were discovered the Botswana had
established state institutions efficient enoughvoid a resource curse. Nigeria lacked central
state institutions upon independence and faile@stablish them in the crucial first years

which would have helped in exploiting its wealthoihresources (Lange 2009a, p. 172).

Finally, Nigeria’s post-colonial institutional ddepment path may be regarded exemplary for
many other African states. Indirect rule and aabjtrstate boundaries resulted in weak central
state institutions which lacked legitimacy compat@dbcal informal institutions (which may
even have been strengthened by indirect rule).dbegt rightly points out that in Africa the
gap between the post-colonial state and informedllonstitutions may have been most
severe. It caused a typical chain of events: dffterfirst years of independence, when either
the euphoria or the leaders’ charisma had endedhalonew state institutions began to lack
legitimacy in the eyes of the population. Peopkferred to follow local informal institutions.
African leaders therefore soon discovered howelptbwer they had really inherited. In many
cases, ethnic heterogeneity based on arbitrarigwdr boundaries added to the lack of
legitimacy. To stay in power, the leaders resotted neo-patrimonial ruling strategy, which
was more in line with prevailing local institutianslanding out oil revenues to create

dependencies is just another form of the patramtlrelationship which is well known all

" Sjerra Leone’s alluvial diamond deposits on the other hand are located along river beds and can be
minded by individuals with rudimentary equipment.
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over Nigeria. Today, the results of neo-patrimoriale are clearly visible. Inefficient
institutions foster corruption and cause widesprehstortion in market mechanisms
(Englebert 2000b, p. 1823-1825).

Even if the studies’ findings support the workingpbthesis so far (i.e. institutional conflict, a
result of institutional transfer under colonialeukcan help explain institutional quality and
economic performance today), two studies do notaralktheory yet. The situation in other
former colonies may have differed considerably. Aostralia and the Americas local
populations had been entirely wiped out or asstedlaby intermarriage. In some Asian
countries, the colonizers had subjected stateshhdtalready been established and which
simply recovered their sovereignty after the enthefr colonial occupation. There is thus an
interest for more case studies following the cotgapframework similar to the one drafted
out in this thesis. As more cases collect, a theaay be built that could contribute to
guestions why some post-colonial states have bettitutional frameworks than others.
Then, maybe economists would be better equippeddge the possibilities of economic

development that leads to long-term economic growth
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Country Code Mother Rank N35 Rank world INSTGOWV VIl Accountability* of Violence/Terrorism* Effectivenes” Quality® Law™ Corruption™
Algeria DZA Fran 67 167 097 -1.05 115 -0.50 079  -0.70 0,44
Angola AGO Part 76 183 -0,99 -1.07 -0,43 -0.98 094 128 -1,22
Argentina Y ARG Spa 32 117 -0.27 0,32 -0,04 -0,18 065 -0.61 -0,44
Australia AUS Brit 2 9 1,65 1,36 1,08 1,90 1,78 1.76 2,03
Bahamas BHS Brit 9 29 1,09 1.14 0,74 1.10 0,99 1.20 1,38
Bangladesh BGD Brit 75 179 -0,92 -0,61 -1,54 -0.77 082 -0.70 -1,10
Barbadog "BRB Brit 7 26 1,18 1,16 1,09 1,48 077 1.28 1,30
Belize ‘BLZ Brit 23 99 -0,05 0,74 0,25 -0,42 040 -0,20 -0,28
Benin BEN Fran 30 110 021 0,34 0,35 -0,52 046 -0.54 -0,42
Bolivia BOL Spa B4 164 0,74 0,01 -1,02 -0.81 1,02 1,12 0,47
Botswana BWA Brit il 53 0,72 0.55 0,96 0,67 0,52 0.64 1,00
Brazil BRA Port 21 96 0,04 0,51 -0,12 -0,01 0,19 -0,30 -0,03
Burkina Faso BFA Fran 42 132 -0.36 -0.33 0,11 -0.67 032 037 -0,36
Burma (Myanmar) MMR Brit 94 211 -1,82 2,24 -1,56 -1,68 224 148 -1,69
Burundi BDI German, Belg 81 19N -1,09 -0,66 -1.43 -1.21 1,18 107 -0,97
Cambodia KHM Fran 68 168 -0.78 0,94 0,27 -0.81 047 108 -1,14
Cameroon CMR Fran 70 172 -0,82 -1,02 -0.53 -0.80 066 -0.99 -0,90
Canada CAN Brit 3 10 1,65 1.43 1,03 1,93 1,66 1.81 2,03
Cape Verde GPV Port 14 68 0,52 0,95 0,85 0,05 -0.02 0.51 0.75
Central African Republic CAF Fran a7 200 1,31 -1,00 77 -1.45 -1,28 -1.44 -0,90
Chad TCD Fran 90 205 -1,562 -1.45 -1,92 -1.48 126 157 -1,45
Chile CHL Spa 8 27 1,15 0,98 0,56 1,24 1,58 1.25 1,31
Colombia CoL Spa 44 134 -0,38 0,26 -1,66 0,13 0,24  -0,50 -0,25
Comoros COoM Fran g2 192 -1.10 0.43 -1,01 -1.88 151 1.03 0,75
Congo COG Fran 83 193 1,10 1,16 0,61 1,34 419 1,16 1,16
Congo (former Zaire) ZAR Belg 93 209 -1,69 -1.48 -2,34 -1,89 143 1,68 -1.31
Costa Rica CRI Spa 13 66 0,56 0,98 0,56 0,39 047 044 0,48
Cote dlvaire Cv Fran 88 201 -1,36 -1,24 -1,91 -1,39 093 1,52 -1,17
Cuba CcuB Spa 69 171 -0,80 -1,85 0,04 -0,51 -1,59 -0,85 -0,06
Djibouti DJI Fran 60 157 -0.64 -1.12 0,13 -0.98 075 054 0,33
Dominican Republic DOM Spa 33 118 -0,27 0,14 0,10 -0,40 024 -060 -0,62
East Timor TP Part T3 177 -0,50 0,15 -1.13 -1,00 140  -1.15 -0,89
Ecuador ECU Spa 71 173 -0.86 0,22 0,83 -0.97 114 123 0,79
Egypt EGY Brit 52 148 -0.53 -1.19 -0.67 -0.37 017 -0.09 -0.67
El Salvador SLv Spa 26 104 -0,09 0,086 0,09 -0,15 0,31 -0.63 -0,22
Equatorial Guinea GNQ Spa 86 199 -1.29 -1.89 -0,09 -1.43 137 13 -1,62

j FJI Brit 51 147 -0.53 -0.65 -0,05 -0.95 068 -0.52 -0,31
Gabon GAB Fran 59 156 -0.61 0,84 0,23 -0.70 065 -0.62 -1.07
Gambia GMB Brit 49 144 -0.51 0,97 0,14 -0.17 044 025 0,78
Ghana GHA Brit 20 95 0.06 0.48 0,06 -0,08 0,08 -0.10 -0,06
Guatemala GTM Spa 56 152 -0,55 0,26 -0,58 -0.49 012 -1.10 -0,72
Guinea GIN Fran g9 203 -1.45 -1,32 -1,91 -1.33 -1,15 1,60 -1,35
Guinea Bissau GNB Port 78 186 -1,04 -0.79 -0,38 -1,26 1,22 143 -1,16
Guyana GUY Hall, Brit 43 133 -0,38 0,17 -0,56 -017 055  -0,70 -0,47
Haiti HTI Spa, Fran g4 194 -1,14 0.7 -1,39 -1.29 089 135 -1.21
Honduras HMD Spa 53 149 0,53 -0,29 -0,36 -0,57 -0.27 -0,89 -0,82
Hong Kong HKG Brit 5 17 1.47 0.49 1,09 1.83 2,00 1.56 1,88
India IND Brit 28 106 -0.17 0,45 0,99 -0,03 -0.21 0,12 0,37
Indonesia IDN Holl 43 143 -0.50 0,14 -1.00 -0.29 027 -0.66 -0.64

* Kaufmann D, Kraay A. and M. Mastruzzi (2009): Governance Matters VIII: Aggregate and Individual Governance Indicators 1996-2008, World Bank.
** Own calculation (average of six Governance Matters WIIl indicators)
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Jamaica JAM Brit 22 98 -0.04 0,61 -0.27 0,09 036  -0.49 -0.53
Kenya KEN Brit 62 159 -0.68 -0.16 -1.25 -0.60 -007  -0,98 -1.01
Laos LAD Fran v 184 -0,99 -1.71 -0.01 -0.84 1,26 40,90 -1.23
Lesotho LSO Brit 29 109 -0.20 0,04 -0.03 -0.31 -063  -0,30 0,04
Madagascar MDG Fran 41 130 0,34 -0.16 -0.42 -0,59 033 -0.46 -0.10
Malawi MWVI Brit 40 129 -0.34 -0.18 0,05 -0.65 -0.39  -0,29 -0.59
Malaysia MYS Brit 1w 79 0.26 -0,58 0,13 1.13 027 0,49 0,14
Mali MILI Fran 39 126 -0,31 0,28 -0.21 0,78 033  -0,35 047
Mauritania MRT Fran 72 174 -0.87 -0,92 -0,93 -0.97 -059 1,01 -0,80
Mauritius MUS Port, Hall, Fran, Brit 10 48 0,78 0,88 0,84 0,60 0,95 0,88 0,53
Mexico MEX Spa 27 105 -0.14 0,08 -0.62 0,18 045  -0.64 -0.26
Maorocco MAR Fran 34 120 -0.28 -0.70 -047 -0.09 003 <01 -0.26
Mazambique MoZ Port v 123 -0,30 -0.02 0,29 -0.38 -047  -0,66 -0.55
Namibia NAM German 15 72 0.49 0,57 0,96 0.31 0,13 0,36 0.59
New Zealand NZL Brit 1 5 1,72 1,48 1,16 1,76 1,72 1,85 232
Nicaragua NIC Spa 58 155 -0.59 -0,14 -0.39 -0.96 -0.36  -0,86 -0.81
Niger NER Fran 63 160 -0.68 -0.41 0,75 -0,79 -052 -0,80 -0.,82
Migeria NGA Brit 79 187 -1,04 -0,60 -2,01 -0,98 -062 112 -0,92
Pakistan PAK Brit 80 190 -1,09 -1,01 -2,61 -0,73 047  -0,92 0,77
Panama PAN Spa 18 85 0,19 0,53 011 0,16 063 0,20 -0.15
Papua New Guinea PNG German, Brit 61 158 -0.65 0,09 -0,55 -0,80 059 0,94 -1.13
Paraguay PRY Spa 64 161 -0.70 -0.33 -0.63 -0.78 -049  -1,03 -0.93
Peru PER Spa 18 125 -0,30 0,02 -0.84 -0.30 033 0,74 -0.26
Philippines PHL Spa 46 139 -0.48 -0.20 -1.41 0,00 -006  -0.,49 -0.75
Rwanda RWA Belg 45 136 -0.42 -1.24 -0.14 -0.20 -049 0,50 0,03
Senegal SEN Fran 31 114 -0.25 -0,16 -0.16 -012 029 -0.31 -0.45
Sierra Leone SLE Brit 66 165 0,77 -0.28 -0,23 -113 -0.86 1,03 -1.07
Singapore SGP Brit 4 14 1.5F -0.41 1,33 243 1,92 1,73 2,34
Soloman Islands SLB Brit 47 142 -0.50 0,19 0,12 -0,79 -1,31 -0,78 -0,41
Somalia SOM Ital 95 212 -2,50 -1,85 -3,28 -2,51 2,77 -2,69 -1,90
South Africa ZAF Brit 16 74 0,41 0,68 -0,04 0,75 0,63 0,12 0,30
Sri Lanka LKA Port, Holl, Brit 54 150 -0.54 -0.44 -2,04 -0.23 -028  -0.01 -0.15
Sudan SDN Brit 91 207 -1,66 1,77 -2.44 -1.41 1,36 1,60 -149
Suriname SUR Holl 25 102 -0.06 0,57 0,15 0,00 -067 40,33 -0.09
Swaziland Swz Brit 50 146 -0,52 -1,20 0,22 -0.66 057 0,54 -0.38
Tanzania TZA German 35 121 025 -0,08 0,01 -0.45 039 -0.28 -0.51
Togo TGO Fran 74 178 -0,92 -1,13 -0,10 -1.43 -1,08 -0,80 -0,98
Trinidad and Tobago TTO Brit 19 86 0.19 0,53 0,08 0.30 062 -0,25 017
Tunisia TUN Fran 24 101 -0,08 -1,26 0,29 0,35 0,11 0,24 -0,04
Uganda UGA Brit 85 191 -0.54 -0.47 -0,88 -0,51 -008  -0.51 -0,79
Uruguay “usa Span 12 59 0.67 1,02 0,83 0,48 0,08 0,50 112
USA URY Brit 6 21 1,36 1,12 0,59 1,65 1,58 1,65 155
Venezuela VEM Span 85 195 -1,15 -0,62 -1,23 -0.85 144 1,69 -113
Vietnam VINM Fran 5T 163 -0.56 -1,62 0,32 -0.31 063 0,43 -0.76
Zambia ZMB Brit 36 122 -0,30 -0,09 0,29 -0,66 033 -0,50 -0,48
Zimbabwe IWE Brit 92 208 -1.67 -1.62 -1.56 -1.56 218 4.8 1.37

* Kaufmann D., Kraay A. and M. Mastruzzi (2009): Governance Matters VIII: Aggregate and In

** Own calculation (average of six Governance Matters VIl indicators)

idual Governance Indicators 1996-2008, World Bank.
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