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Postulates of neoPostulates of neo--classical thoughtclassical thought

�� ExogeneityExogeneity: Intentional design: Intentional design

�� Equilibrium: Institutional balanceEquilibrium: Institutional balance

�� Form: Formal, private, democratic = GrowthForm: Formal, private, democratic = Growth



Paradox: Form ≠ PerformanceParadox: Form ≠ Performance

�� Formal title no correlation value (Formal title no correlation value (MonkkonenMonkkonen, 2012), 2012)

�� Formal title no impact on investment and income (Atwood, Formal title no impact on investment and income (Atwood, 

1990; Pinckney and 1990; Pinckney and KimuyuKimuyu, 1994), 1994)

�� Informal arrangements lower transaction costs than formal Informal arrangements lower transaction costs than formal 

arrangements (arrangements (LanjouwLanjouw and Levy, 1998)and Levy, 1998)arrangements (arrangements (LanjouwLanjouw and Levy, 1998)and Levy, 1998)

�� Formalization leads to conflict, inequity, instability (Zweig, 2003; Formalization leads to conflict, inequity, instability (Zweig, 2003; 

EveringhamEveringham, 2001; Andre and , 2001; Andre and PlatteauPlatteau, 1998; Thorpe 1997), 1998; Thorpe 1997)

�� Also found for housing, democracy, rentAlso found for housing, democracy, rent--seeking, law, etc.seeking, law, etc.



Contrasting postulatesContrasting postulates

�� EndogeneityEndogeneity: Unintended Intentionality: Unintended Intentionality

�� Disequilibrium: Continuous changeDisequilibrium: Continuous change

�� Function: supersedes FormFunction: supersedes Form



Credibility thesisCredibility thesis

What determines institutions’ performance is not their What determines institutions’ performance is not their 

Form in terms of formality, privatization, or security, Form in terms of formality, privatization, or security, 

but their spatially and temporally defined Function.but their spatially and temporally defined Function.

When institutions emerge and persistWhen institutions emerge and persist

they are functional,they are functional,

hence, crediblehence, credible





Hence our gatheringHence our gathering

And your paper!And your paper!

Hope you’ll all enjoy the sessions!Hope you’ll all enjoy the sessions!


