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ABSTRACT

In this thesis the coffee filiere in Ethiopia is studied from a historical and institutionalist
perspective. Although it may also be regarded as part of a global commodity chain, the
French concept of a filiere. which addresses social and institutional contextualisation, offers
deeper insight into the characteristics and origins of a national marketing structure.
Accordingly, the current marketing structure of coffee in Ethiopia is the end result of an
evolution in which the various agents, regulations and controls are derived not only from
sector specific history, dating back mainly from post-1941, but also from their setting, or
embedding, in a state system which has itself evolved in a centralising and controlling
fashion. The latter owes much to the prolonged period of rule by Haile Selassie, effectively
from 1918 to 1974, in which consolidation of the Ethiopian state was confirmed against
politicised ethnic and factional opposition, in a pattern distinct from that of former
European colonies in Africa. This influence of the past is not so much a legacy as a
continuing process in which pressures to centralise, to control, and to subvert regional
opposition remain dominant. This has taken different forms through the three principal
regimes of the last hundred years: the Imperial under Haile Sellassie (1918-74), the
Revolutionary (1974-91), and the present dominated by the Tigrai People's Liberation
Front. The tendency is pervasive and is manifest in the institutions of the coffee filiere
which derive substantially from the decades of the 1950s to 1970s. These continue to retain
the essential structure of that period, reflecting also the continued small-holding nature of
production, despite the introduction of federalism and the concentration of the country's
coffee production in the two states of Oromia and SNNP. Although a class analysis of the
current situation is difficult a Marxian type of political economy, which addresses the issues
of political and economic power, is shown to be a more relevant approach to understanding
this process, and its links with the global coffee chain than that of schools of thought
associated with the New Institutional Economics, Rational Choice Analysis or a more

conventional historical institutionalism.
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Chapter 1

Introduction: Coffee in Ethiopia, Filieres and Institutions

11 Introduction

Ethiopia contributes only a small amount to world exports of coffee, averaging 2.2%
during the period 1994-2000 and generally ranks around thirteenth in terms of volume
exported. Globally, it is a small, though significant, player. It is also known, possibly
correctly, as the ‘home’ of coffee and has been producing and exporting Arabica coffee
beans at least since the seventeenth century. As such it is also important today for its
genetic variety and for the varied types which are grown in different zones of the
country. Since the beginning of the twentieth century coffee has also been the country’s
principal earner of foreign exchange, contributing (until the recent dramatic fall in
prices) some 60-66% depending upon the level of international prices. Some indication
of volume and share of exports in recent years is given in Table 1.1. There are two
important points that can be made immediately from these initial observations. One is
that the crop has been, and remains, of great significance in the political economy of the
country, both as a taxable activity and as a resource for the generation of foreign
exchange, and another is that it provides the country’s principal link with the global
economy. Each of these has had profound implications for the pattern of domestic
production and for the institutional nature of the channels of distribution and export of

coffee in Ethiopia and which together form the subject of this thesis.
Table 1.1 Ethiopian Coffee Production and Exports 1996-2000

Coffee Coffee Coffee Total Coffee
Production Exports  Exports  Exports  Share of
Year (m.bags) (m.bags) (m.USS) (m.USS) Exports

) 2) 3) @ e
1996 3.270 1.838 278.5 417.4 0.667
1997 2.916 1.980 349.7 553.9 0.631
1998 2.745 1.917 381.9 560.3 0.682
1999 3.505 1.818 269.1 448.5 0.600
2000 2.768 1.982 255.4 481.9 0.530

Source: Columns land 2 - International Coffee Organisation.

Columns 3 and 4 - UN International Trade Statistics



In this first chapter I begin with a short summary of the main features of the coffee
marketing chain in Ethiopia, to set the scene which will be examined in greater detail in
Chapters 5 and 6. This is followed by a review of the concept of a commodity ‘chain’ in
conventional literature, of how it has been extended in recent years to the idea o f ‘global
commodity chains’ with a greater political economic perspective, and finally of the
variation found in French literature of the commodity ‘filiere’. The chapter concludes

with an outline of the structure of the remainder of the thesis.

1.2 Production and Marketing Structure: An Overview

The production and marketing of coffee in Ethiopia is characterised by a number of

distinctive features of which the most important may be identified as follows:

(@) the predominance of smallholding production, accounting for some 95% of total
production,

(b) the variety of distinctively flavoured bean that is produced in different regions, such
as Sidamo, Limu, Nekempre or Harar (See map p.xi),

(c) the fact that only around half, perhaps slightly more, of all production is exported,
with the remainder consumed within the country

(d) a legacy of centralising regulation dating from the middle years of the 20thcentury.

The smallholding nature of the production stage of the filiere in Ethiopia has determined
the pattern of collection at the initial stages of marketing and distribution. This currently
accounts for around 95% of total annual production. Some 10% is collected wild from
forest coffee plants, about 45% from semi-forest areas where there has been some
thinning and management, and around 40% from garden coffee grown adjacent to
homesteads, usually alongside or intercropped with other plants. In most cases the fresh
coffee berry is picked as it ripens, though practice is variable, and is sun-dried on the
farm, with little in the way of measured quality assessment or grading, before being
taken to a local market, usually for sale to a private buyer, or primary collector called a
sebsaby. Some is also retained for household consumption. Sebsabies are located
throughout local market towns and villages. In the past it seems that these primary
collectors actually toured the remote hamlets and homesteads by donkey, collecting

small amounts from each farmer as they went along while selling other goods (Teketel



Haile Mariam 1973), but this practice was discontinued by the 1974-91 revolutionary

government as part of its socialist programme (International Trade Centre 1993, p. 15),

and has not reappeared.

The many small lots of coffee purchased by these agents are then sold on, in the form of
dried cherry orjenfal, to nearby wholesalers or bulkers, known as akrabies (or
suppliers), who will generally be responsible for cleaning, dehulling and preliminary
grading, by a combination of mechanical and hand-sorting methods. Sebsabies and
akrabies require licences to operate. Until the mid-1990s these were fairly expensive
(5,000 and 10,000 birr respectively) and purchasable only centrally, but since then they
have become considerably cheaper (150 birr) and obtainable locally, though registration
is still at national level. The intention is to make entry easier than in the past and
competition consequently greater. In order to ensure as far as possible that all coffee
marketed outside a given growing area is sold only through the terminal auctions
licences to trade are limited to operations within a defined geographic area: a given
group of villages (i.e. markets) for sebsabies and zone level for akrabies. Until
November 1999 farmers could only sell, to sebsabies but from that date they have also
been permitted to sell directly to an akrabie. This change seems partly to have been
based on the hope that an akrabie would exercise greater discrimination in regard to
quality when buying from farrffers and that this would be reflected in a higher price to

the farmer thus acting as an incentive to improve farm gate quality in general.

After a preliminary grading the akrabie arranges for transport to the terminal markets in
Addis Ababa and Dire Dawa.. All trucks departing from originating areas, such as
Jimma or Yirga-lem, must have their loads weighed, inspected and officially certified as
ofa given grade, type and origin before departure, and on reaching the outskirts of
Addis Ababa there are roadside inspection stations on all major entry points into the

city, where these certificates of origin, bills of lading and licence permits are checked.

The much smaller proportion, around 20% in 2000, of production for export that is
processed by the ‘wef method (as opposed to 'sun dried”), and so producing a higher
quality of green bean, is routed slightly differently. Here the newly picked red cherry
has to get to a washing station as soon as possible before deterioration sets in. A number
of these washing stations, or pulperies, are owned by cooperatives, of which there were
some 3-4,000 in 1999 and are the legacy of what were the service cooperatives of the
Derg period but they .have had to compete with an increasing number of private

pulperies, many of which have been set up by akrabies as independent ventures. The



washed coffee beans can then be taken directly to the central auctions without having to
pass through sebsabies or akrabies (which are not licenced to deal in washed coffees).
The principal sources of washed coffees at present are government owned estates which
were the nationalised large scale farms of former private owners prior to the revolution
of 1974 plus a growing number of small farmers, especially in the Sidamo region. A
number of new private estate growers have also been appearing since the mid-1990s,
leasing state land from the government. The superior bean quality of the washed method
commands a substantial price premium in international markets and as part of its drive
to increase foreign exchange earnings from exports the government has encouraged the
growth of privately owned washing stations, through investment incentives and with the
assistance of foreign aid (especially the EU). Clearly a combination of price advantage
and local convenience will influence the small farmer's decision on the merits of sun-

drying or washing as far as household income is concerned.

On arrival in Addis Ababa (and Dire Dawa) all beans are taken physically to the auction
compound where their provenance and quality is tested on a sample basis by inspectors
employed by the Coffee and Tea Authority. Before 1998 only washed coffees were cup-
tested by the CTA Liquoring Unit but since then sun dried beans have also been
included. As a result of these procedures the green bean is graded, according to number
of defects and by cup taste, inttrsix categories of which the first five are permitted to be
exported, and anything above grade five may only be sold in the domestic market. This
results in about eight key varieties and grades for which Ethiopian coffees are known.
Of the sun dried, Jimma 5 is the commonest, followed by Sidamo 4, Lekemt 5 and
Harar 5, while washed coffee supplies are usually dominated by Sidamo 2, Limmu 2.
Yirgacheffe 2 and Bebeka 2 (Coffee and Tea Authority 1996, Kaffa Coffee 1998). All
have their own distinctive characteristics known to buyers overseas, though even after
purchase further sorting and grading by exporters is necessary in order to meet
international grade requirements. Most of the Harar grown coffee exports are destined
for the traditional markets of the Middle East via the auction at Dire Dawa with the rest

passing through the Addis Ababa auctions.

Deliveries which do not meet export standards are given a certificate allowing their sale
in the domestic market. As can be surmised from Table 11 the latter is substantial and
accounts for around 50% of annual production. Within the growing areas there are high
levels of coffee consumption and a proportion of the crop will be retained for household
use while a large share of the marketed output finds its way into local hotels, bars,

restaurants and non-farming households. Consumption throughout the rest of the



country is also high and, officially, supplies to meet this demand must pass through the

central auctions.

In summary, the bulk of Ethiopian coffee is grown by a large number of small farmers,
mainly by garden or semi-forest methods and by a much smaller number of public or
private estates. Most of it is sun-dried. That part, around half, which is exported is
initially purchased by licensed merchants or co-operatives before being channelled
through terminal auctions in Addis Ababa and Dire Dawa to be purchased by exporters
for final grading, packing and onward shipment. Of the remainder the following uses
need to be distinguished: on-farm consumption, off-farm consumption within the
growing areas, and consumption outside growing areas which in theory also has to pass

through the central auction. The marketing structure is therefore subject to a number of

controls and regulations.

Figure | summarises schematically the main links in the process between production
and export of coffee in Ethiopia. This Figure also indicates the principal international

agents involved at points of final destination or processing.



Figure 11 Main Links in the Ethiopian Coffee Filiere



1.3. Subject of Analysis: Chain or Filiere?

In setting the scene in Part 1.2 of this chapter the use of expressions such as ‘commodity
chain’ or "marketing chain’ were deliberately avoided. Such terms come from a
literature which reflects particular modes of analysis from within certain well-defined
schools of thought, and constrain us to a pre-ordained discourse. For instance, in
conventional economic analysis the object of study in this field is usually referred to as
a ‘commodity chain’ in which the links correspond to the different stages involved in
getting the raw material from producer to consumer. This is also the approach of
agricultural marketing texts. While this does not preclude an overall view being taken,
the analogy of a chain implies a number of separate markets linked together, and this is
an accurate reflection of much of this type of analysis, which also tends to focus
predominantly on questions of economic efficiency within each section. The approach is
encouraged by the methodology of microeconomics with the result that the system as a
whole tends to be viewed as no more than the sum of the stages, even where issues of
vertical integration are considered. Even when more radical perspectives are being
taken, as in dependency or regulation theory, the essence of the argument is on
interchange between the different elements of the chain as the economic surplus
extracted within one level is appropriated and transferred to the next level up. whether
this is expressed in terms of nodes, peripheries or regimes of accumulation. Very often

the institutional nature is unspecified.

In recent years the metaphor has been adopted by analysts of globalisation, notably
Gereffi (in Gereffi & Korzeniewicz 1994), where many internationally traded goods are
described as being in a ‘global commodity chain’ (GCC). Initially this approach was
confined to manufactured goods and reflected the spatial diffusion of production
processes in the garment industry, electronics and automobiles, but has since been
applied to a wide range of agricultural goods originating in developing countries. These
include fresh fruit and vegetables (Dolan & Humphrey 2000, Raynolds 1994), fish
(Gibbon 2001), cotton (Larsen 2002, Gibbon 2001), fruit canning (Kaplan & Kaplinsky
1999), cocoa (Fold 2002) and coffee itself (Ponte 2002). In each case the chain is seen
as a whole, as a phenomenon of global extent. Four dimensions to the analysis have
been suggested by Gereffi: the input-output structure of the chain, the territory covered,
the governance structure and the institutional framework. The first two of these tend to
have been used as a descriptive basis for the more analytical application of the third,
with the fourth seen as a means for implementing the third at local national and

international levels. Power comes from control over co-ordination of the elements of the



chain and is either "producer driven' or 'buyer driven’, though the former expression
derives from the influence of producers in the automobile and electronics industries

rather than having any reference to most raw material suppliers.

The application of GCC analysis to trade in agricultural produce has frequently revealed
a process of increased concentration, combined with the rising power of supermarket
chains, at the final processing and retail ends of a number of agricultural commodity'
lines. The implications of this have included greater emphasis on supplier controlled
inventories, operated through intermediate trading companies, with, in some cases, more
direct sourcing from commercial farms in the producing countries. The net effect has
tended to marginalise smallholding producers. Gibbon sees such developments as the
consequence of changing forms of corporate ‘financialisation” which has led in recent
years to spates of corporate restructuring and downsizing, together with increased
outsourcing by final producers of what were previously regarded as core production
activities. At the same time, markets have become increasingly differentiated, with
“new types of product standard or quality conventions” (Gibbon 2002: 97), and. in the
case of coffee, new types of consumer outlet which increase the proportion of value
added that is retained in the consuming countries. The latter is highlighted in value
chain analysis (Fitter & Kaplinsky 2001). The effect at the producer end of the
commodity chain of these changes has been to increase a tendency towards vertical

integration, whereby control of supplies is increasingly in the hands of multinational

companies (Ponte 2002).

Although the concept of a global commaodity chain clearly covers a product like coffee
which is widely traded and subject to varying degrees of processing to meet consumer
standards in the west, there are times when the original focus of the approach on
manufactured goods of much of this literature renders it remote from any sense of
relevance to African raw material production and export, and the origins of the concept
in post-Fordist and regulation theory debate in the Westv are exposed. Yet. the emphasis
on the relations of international trading is relevant, particularly when set against the
price based analysis of orthodox economic theory. That is, GCC directs its attention to
the organisational aspects of international trade (Raikes et al. 2000) rather than the
optimising individualism of the neoclassical economic approach. It is therefore through
those private and public institutions which control, regulate and transform commodities
that power is exercised. When looked at in this way the relevance to Ethiopia and its
involvement in international coffee markets becomes more evident. It is an examination

of this theme that is expanded on in the major part of this thesis.



Yet, as a tool of analysis the idea of a global commodity chain has a number of
drawbacks. One is that it habitually takes its starting point to be the global dimension
and then works back to one or more individual country experiences. The agenda is set
by the global perspective of the analytical literature, often influenced by Western based
scholars. A second is that it maintains the analogy of a chain, a metaphor designed to

illustrate the nature of trade as perceived within a particular paradigm.

An alternative to which increasing attention has been given in Anglo-Saxon writing in
recent years is found in the work of French scholars on commodity filieres. These relate
much more to the distributive channels and terms of contract through which
commodities reach their market, and have their origin both in France itself in the 1960s
and in a number of French colonial and post-colonial studies (Raikes et al 2000).
Because of this different tradition the focus of study has tended to be at the production
end of the filiere. This has some attraction, at least as a starting point, when the object of
study is a country-based analysis of a given commodity, such as Ethiopia and coffee,
and is reflected in the interest by a number of French based scholars in this commodity,
particularly as it refers to coffee production in Francophone West Africa (Losch 1999;
Pelupessy 1999). Linguistically, the term ‘filiere' refers to a pathway, channel,
procedures, or network, depending on context which is usually an administrative, legal,
bureaucratic or organisational environment (Collins 1985). In both historical and
contemporary analysis considerable attention is therefore paid to the institutional
structures of a filiere, with links therefore to institutional economics and the role of
transaction costs (Griffon 1989). in the case of Ethiopia where the institutions of the
coffee marketing structure evolved over a lengthy period the institutional aspect of the
filiere approach has, as | shall show in Chapter 2, significant relevance. Other early
studies highlighted related tendencies to vertical integration in agricultural markets
(Lauret 1983) and hence attention to the totality of the filiere along its length, including
the distribution of power. More recent studies of West African produce markets, in
addition to those on coffee mentioned above, have taken a filiere approach to the
exploration of the interface between international supply chains and local large traders
whose links with a larger more dispersed small-scale sector are often more tenuous than
is often assumed, being subject to different socio-political environmental conditions

(Leplaideur 1992; Coste and Egg 1996).

Although the notion of a commodity filiere has often tended to be understood more

pragmatically than theoretically (Raikes et al. 2000) and as a conceptual tool it may be
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said to lack precision, the same may be said, in some respects, of the ‘chain’ analogy,
despite the efforts of Hopkins and Wallerstein (1994) and Gereffi (1994) to define,
classify and dissect its principal dimensions. However, even within its rather loosely
defined boundaries the focus on institutional structures which is implied by the flliere
approach, particularly at the earlier, local stages of distribution, introduces a dimension
that is often neglected in other approaches. The more descriptive empirical basis of
many earlier applications has also been overtaken by efforts to explain the dynamics of
changes to the structure of a filiere over time in terms of regulation theory. Here the
mechanisms of formal and informal control, regulations regarding quality' and the
institutional forms through which these are is exercised and monitored provide a more
substantive analysis, as in the application to the French wine industry by Bartoli and
Boulet (1989). As analogy, the flliere also carries with it the implication ofa
continuous entity, rather than a set of discrete links in a chain, and thus of how an
intervention at one point may resonate differentially along its length. This introduces
parallels with the GCC concern with governance and with how power is exercised at
different stages by key coordinating agents, especially where multinational companies
may take an arm’s length position (Gibbon 2001). The case of the international coffee
market in the period up to the early 1990s has been explored in such a fashion by

Daviron (1993, 1996).

The issue of how political and economic power is transmitted thus introduces the wider
context in which the various segments of a filiere are constituent parts of a more
composite phenomenon including cultural and social embedding. These broader aspects
of filiere analysis have been summarised by Bernstein whose interpretation and
development of the concept provides a useful focus for later analysis here. For him the
key points are that the filiere tradition is grounded in ‘real markets’; that this draws
attention to issues of power and hence of political as well as economic variables; and
that regulation is pervasive (Bernstein 1996:121-2). By regarding the filiere as a
continuous entity in which different segments are related to one another within an
overarching concept a more comprehensive understanding of its functioning and
regulation may therefore emerge. From this the question of who gets what, when, where
and on what terms can be appropriately addressed, as can the related issues of
employment and distribution of wealth. As a final element Bernstein includes those
"cultural and sociological dynamics that may shape the forms and functioning of
particular filieres” (ibid: 126). These will be peculiar to each country and society and
will change only slowly over time, thus ensuring continuity of that distinctiveness in the

nature of its institutions. To anticipate some of the discussion of Chapter 2 the degree to



which such dynamics create an institutional legacy over time will determine the strength
of what has been called "path dependence’, and hence the scope for certain types of
policy intervention. Examples of the latter, would include the extent to which the
liberalisation policies of the international financial institutions are transposabfe to
different societies around the world without experiencing considerable modification and
diffusion at local level in order to meet local norms and to allow time for local vested
interests to adjust (van de Walle 2001). In Ethiopia much of the present structure of
government, including those sections responsible for the regulation of the coffee sector,
is derived from the extended 'modernising' period .of Haile Sellassie’s years in power,
and much also represents an arena in which long standing cultural, ethnic and political
differences have been played out amongst rival contenders. This is explored in detail in

the following chapters. First, let us look at the filiere as an institutional structure.

1.4 Institutions of the Filiere

The frequent reference in preceding paragraphs to terms such as ‘regulation’, ‘structure’
and ‘institutions’ are indicative of an underlying characteristic of any filiere that it is an
organisational structure. The movement of the commodity from producer to consumer is
an organised process, whether this be mediated via the internal organisation of firms,
regulated by government decree or monitored by national and international para-statals
of one form or another. The filiere, it may be said, is defined by its institutions and it is
through these that advantage is lost and gained by the various participants, some of
whom will have been influential in designing that same institutional structure. Although
market transactions will also be present, questions of economic efficiency are a sub-set
of the wider frame, in which the market as a form of exchange is also institutionally
defined. In order to understand the politics as well as the economics of the filiere it
therefore becomes important (a) to identify the major players, (b) to explore how and to
what degree they are able to exert influence, and (c) to locate the main sites of contest,
which may not be those most obvious. In the case of the coffee filiere in Ethiopia typical

questions that arise are therefore:

*  Who are the key players and how do they wield power and influence?

»  What resistance are minor or poorly organised players able to exercise?

* Why has the particular institutional form of the filiere in Ethiopia evolved?
* Whose interests are served by the auction system?

» How different, and why, are the export and domestic market organisations?
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* How relevant is the idea of path dependence and what are its cultural and historical
foundations in contemporary Ethiopia?

» How does the present role of the government differ from that in the past? What is
the basis of national, regional, regulatory and financial intervention?

« What influence do international factors have and how is this articulated

domestically?
*  What are the main class, ethnic and gender characteristics of the coffee filiere?

The most fundamental of these is the third: how do we account for the emergence of a
particular institutional form in Ethiopia? And what are the implications of that for the
present? In other words, although the object of study is to understand the nature of the
coffee filiere in Ethiopia the means of doing so here will be to investigate the nature and
origins of the institutions through which its various parts are defined, and by means of
which control is exercised and maintained. It is thus the institutions of the filiere which
provide the key to its political economy. As part of the process of analysis it will
therefore be necessary to consider those theories from other literatures which attempt to
account for the emergence and role of institutions in society and to examine whether
these provide a means of understanding Ethiopian specificity. This task is undertaken in
the following chapter, in which the theoretical underpinnings of subsequent discussion

and analysis of the Ethiopian case are developed.

To focus on the filiere approach rather than the global commodity chain literature does
not mean that global aspects disappear from analysis. Despite what has been said above
these are not necessarily conflicting concepts, and one may regard Ethiopian coffee as
passing through a domestic filiere before it is absorbed into the global commodity chain
of the international coffee market. This is to mix metaphors rather than confuse theories.
For what is essentially a country study looking at the political economy of the
production and exchange of coffee in Ethiopia, though subject to international influence,
the filiere approach, particularly in addressing the issues raised by Bernstein, seems
more appropriate. But the filiere extends into the world market, where a different set of
institutional arrangements operate, but from where considerable influence echoes back
down its length, as | shall show in Chapter 10. The concerns of the GCC literature on
how these international relations are manipulated by major private and public players
are also of concern to those who follow a country filiere through to its international
absorption in the world market. This also has resonance with a separate literature on

"global food’ which is less concerned with 'chains’ than with power relations between



nations and transnational companies. A number of writers in this area (see for example
the collections edited by Ward & Almas 1997 and Goodman & Watts 1997) have
responded to post-modernist critical theory by confining their attention to networks of
relationships between different sets of actors, while others have retained a more
structuralist approach in which the political economy of class continues to play an
important part. Both, however, identify the need to link international with local
responses and of the important role of institutions. Typical of the former group is Ward
& Almas when they refer to the "thick network of social, economic and institutional
relations™ found in successful agro-industrial districts as in parts of Italy (p.622), while
McMuichael represents a more structuralist tradition,, in highlighting the "complex
institutional anchoring........ legitimising the power of global institutions in the state
system itself" (1997:642). In the present thesis it is the domestic institutional anchoring

of the filiere that is explored at most length, though international links are addressed in

Chapter 10.

To summarise, in Ethiopia the workings of the coffee market will be examined in an
institutional setting in which state, class, ethnicity' and culture are essential constituents,
creating an internal dynamic at one end of the filiere which will engage at different
levels with the political and organisational structure of the international coffee market
and its associated global concerns at the other end. Only by seeing the filiere as a whole
in this way, | believe, can the origins, contemporary performance and evolutionary
direction of any one sector, such as the early or final stages in Ethiopia, be properly
understood, and only in this way can the real structure of power in the filiere be fully

exposed and analysed. This is the purpose of the following chapters.

15 Outline of Thesis

From this introductory overview of the marketing structure of coffee in Ethiopia and of
the value of the filiere approach as the basis for a political economic analysis, a certain
pattern of analysis emerges. It is, first, essential to have a clear statement at the outset on
the methodological grounding of the project. This not only influences how empirical
results will be analysed but also how they are selected and interpreted in definitional
terms. Chapter 2 prepares this methodological ground: first, at fundamental level in
order to declare a critical awareness of subjectivity in social science research, and
second, in an extended discussion of how the institutionalisation of economic behaviour

is perceived in the different disciplinary perspectives of political science, history and
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economics. In conclusion, a process of analysis founded in ‘political economy" is
proposed as the basis for subsequent analysis, and, by implication, as providing the

criteria for the selection of empirical phenomenon relating to the coffee filiere.

The latter begins in Chapter 3 in which | review the rise of coffee in Ethiopia from small
beginnings in the late 19thcentury to its role as the major export crop by the middle of
the twentieth. This historical overview is essential to our understanding of how the
main characteristics of the Ethiopian coffee filiere today are derived from the socio-
political environment in which it has been embedded over time. This chapter therefore
takes us from the late 19'hcentury through the reigns of Menelik and Haile Sellassie to
the early 1940s, by which time coffee was established as the single most important
earner of foreign currency. The end of World War Il saw the return to peacetime
production in the economies of Europe, North America and Japan, and to a substantial
increase in the demand for coffee (amongst other commodities). In the meantime, the
restoration of Haile Selassie to the throne in Ethiopia in 1941 allowed him to resume the
series of legislative changes which both ‘modernised’ the administration of the country
and strengthened his own position at the centre. This included reform of land and tax
regulations. By 1952 these changes also began to affect the coffee filiere and this is
explored in Chapter 4, showing how, by 1974, a tightly regulated system was in place
which survived the seventeen years of revolutionary government (1974-1991) to form
the basis of the coffee marketing system that continues to prevail today. Chapters 5 and
6 describe in greater detail the structure of this present marketing system, in the process
drawing on field work with farmers, merchants, exporters and the Coffee and Tea
Authority, in order to arrive at an understanding of the workings of the filiere as it exists

at the beginning of the 213 century'.

It soon becomes apparent in tracing the history of the growth of coffee as a major crop
that the actions of the state have been critical in shaping the nature of the filiere over
time. Although this is evident in the historical Chapters-3 and 4 the main focus in these
two chapters is on the development of the coffee filiere rather than on the nature and
objectives of the state itself in Ethiopia. This is therefore addressed in Chapters 7-9. In
Chapter 7 the emergence of what we might term the ‘modern’ Ethiopian state is traced
from the late 19thcentury to the collapse of the revolutionary government in 1991, while
in Chapter 8 the story is picked up with the incoming government of the EPRDF
(Ethiopian People’s Revolutionary Democratic Front) in May 1991, and, in drawing
certain parallels with the past (in terms of ethnicity and centralisation), shows how the

coffee filiere was unlikely to be allowed to discard much of its past legacy of regulation



and control. Chapter 9 considers the impact in more detail, particularly in fiscal
outcomes, of the constitutional change to a federal state and the implications for the
coffee filiere. The key point of interest here is that the bulk of the nation’s coffee
exports originate in Oromiya, by far the largest regional state, and for which the
distinction between the decentralisation of power and the decentralisation of

administrative functions has important long term significance.

Chapters 3-9 therefore give a comprehensive account of the political, historical and
economic context which has largely determined the shape of the Ethiopian coffee filiere
as it appeared at the beginning of the 214 century. As an export crop it has also been
required to meet the standards of the international market, and the Ethiopian
government in the past has had to abide by the various international agreements to
control world prices. The domestic filiere, in other words, reaches out to a global coffee
filiere, or coffee commaodity chain, which in turn has had certain implications for the
way in which the domestic filiere itself has evolved. This international aspect is studied
in Chapter 10 which concludes by assessing how international market forces (or the
international political economy of coffee) have impinged on the domestic filiere, and on
how such pressures have been manipulated by the local elite. Such broader, political
factors are picked up at greater length in Chapter 11which returns to the
methodological themes of Chapter 2. This penultimate chapter both reassesses the
relevance of different theories of institutionalism to our understanding of the evolution
of the structures of the Ethiopian coffee filiere and, in the process, also sheds light on
our understanding of that evolution itself, particularly with regard to certain features of
historical continuity. | conclude in this chapter that the way in which the filiere
evolved, and thus how its present shape has been delineated, can therefore only be
understood by looking at the political economy of the series of changes that were
introduced during the fifty to sixty years prior to the present (2002). These have ensured
that control of the country’s coffee wealth, and of the foreign exchange thereby earned.
remains in the hands of whoever controls the state, fro;r; which it follows that, although
the nature of the present social formation is difficult to discern, it is ultimately a class-
based political economic analysis which incorporates the politicisation of regional

ethnicity that will offer the greatest insight into likely future developments.

After this major interpretative chapter the thesis concludes with a short final chapter,
Chapter 12, on the scope for future policy change given both the strong historical
connections demonstrated in the body of the thesis and the boundaries set by the values

implicit in a mode of analysis based on political economy.
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1.6 Data Collection and Fieldwork

Fieldwork took place during the course of seven visits to Ethiopia between December
1997 and May 2002. As very little of the detail of the Ethiopian coffee filiere was
available in written form and as my objective was to put together a picture of the history
and current status of the coffee filiere as a whole my primary research took the form of a
large number of semi-structured interviews spread along the length of the filiere rather
than a more intensive study at any one point. In Ethiopia this included interviews with
principal coffee exporters, senior officials of the Coffee and Tea Authority, officials in
the Ministries of Economic Development and Cooperation and of Finance, relevant
departments of the National Bank of Ethiopia, officials in the Oromia State Offices,
senior researchers at the Institute for Development Research at Addis Ababa University,
and senior staff at the Central Statistical Organisation. With several coffee exporters and
senior staff at the CTA | had follow-up interviews on each of my visits, and was
therefore able to build up a comprehensive picture of the local coffee filiere over a four
year period. Also in Addis Ababa extensive archive searches (in the absence of
comprehensive indexing) were conducted in the libraries of the Coffee and Tea
Authority, Institute for Development Research, Central Statistical Organization, Addis
Ababa Chamber of Commerce, and the JF Kennedy Library of the University.
Fieldwork outside Addis Ababa'consisted of two visits to coffee growing areas, at
Jimma and Wondo Genet, in which observation and discussion with traders and regional
representatives of the Ministry of Agriculture were the principal sources of information.
For knowledge of farmers' roles in the marketing structure | took advantage of an
extensive survey conducted in 1999 by the consultants to the EU Coffee Improvement
Project, on which | was able to make suggestions and to which | had sole external
access. On each visit to the country | regularly spoke informally with hotel managers,
café and restaurant owners, and retail outlets about their sources of coffee. | made one
conducted visit to the Addis Ababa mercato. (I may add that | had a certain amount of
prior familiarity with Ethiopia, having lived and worked there for four years in the

1970s and had maintained contact and interest since then, with periodic visits.)

In Britain | also conducted repeat interviews with the senior economist of the
International Coffee Organization (ICO), an extensive interview with the buyer of a
major coffee importer, and also interviewed the ICO Representative of the Ethiopian
Embassy, two specialist coffee roasters, and an officer of the London International
Financial Futures Exchange (LIFFE). The following libraries were regularly consulted:

International Coffee Organization, School of Oriental and African Studies, Leeds



17

University. Sheffield University, and Sheffield Hallam University. The Public Records
Office was consulted for certain historical aspects. Full details of dates, organizations

and people contacted are provided in Appendix 1

By adopting a format of semi-structured interview across such a wide range of
respondent it is clear that, within any given time frame, the numbers so interviewed
must normally be fewer than where a fully structured questionnaire is to be completed.
The latter, however, would be inappropriate where the population from which a sample
would be drawn is as heterogeneous as here. Given that my task was to build up a
picture of the workings of the coffee filiere from the harvesting of coffee to its export,
together with an understanding of the nature and origins of the principal institutions and
of the regulations which are operative in Ethiopia, and that little of this had been already
documented, a more open-ended form of intensive interview with a range of
government and private actors seemed most appropriate. This also allowed me to
explore the views of major stakeholders on current problems and the likelihood of
significant changes. The informational demands of the study were therefore diverse,
given its two dimensional longitudinal nature; the first of these being to trace the
contemporary structure of the coffee filiere along its length (together with an assessment
of its efficiencies and inefficiencies), and the second being to seek out the historical
antecedents of that structure with a view to discerning continuities or discontinuities
over time. While my methodological approach means that information on any particular
stage of the local filiere is based upon relatively few primary sources all those
interviewed held senior positions in their respective activities and it has been possible,
with follow-up interviews in the course of the seven visits, to cross check for
inconsistencies. The combination of interviews and a variety of historical documentary
sources (covering auction prices, farmers’ prices, government proclamations and
various UN and ICO reports over the years since the early 1960s) has thus enabled me
to construct a comprehensive picture of the Ethiopian coffee filiere both in its
contemporary form and in its historical origins. From this it has been possible to embark

on an analysis of how it has evolved and thereby to arrive at a more contextualised

understanding of its key institutional characteristics today.

Before beginning to address this, however, Chapter 2 takes a more fundamental look at
the methodology of the social sciences, and of the problem of implicit values. From
there it embarks on an assessment of economic, political, sociological and historical
accounts of the role and development of the institutional environment of market

structures, creating a theoretical base to which | return again in Chapter 11
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Chapter 2

Method and Theory: The Political Economy of Markets and Institutions

2.1 Methodological fundamentals

The key problem posed in the previous section was that of determining why a particular
form of institutional structure of the coffee filiere in Ethiopia exists, and of how it is
evolving. This is in contrast to the conventional economic approach of studying the
production and distribution of coffee as a series of markets in which buyers and sellers
respond to price within a framework of regulation that is taken as given, or at least for
the purpose of model building is treated as exogenous. That is, the possibility that 'the
market’ is itself a socially constructed form of producing and distributing goods is not
considered. Before taking this critique further it is important to be clear about certain

methodological fundamentals.

In attempting to answer questions about the political economy of the coffee filiere in
this chapter a number of alternative theories will be considered. However, theory itself
has a social context and an awareness of this must necessarily preface any comparative
theoretical discussion. The first, and most basic point is - why theorise at all?

Interestingly, it is only towards the end even of a widely used text that this question is

clearly answered:

"the point of all science, indeed all learning and reflection is to change and
develop our understandings and reduce illusion ... learning, as the reduction of
illusion and ignorance, can help to free us from domination by hitherto
unacknowledged constraints, dogmas and falsehoods”. (Sayer 1992 p.252).

kv

In this process of learning and reflection we form concepts and construct theories, with
a view not only to developing our understanding but thereby also to improve prediction
and, following Marx’s famous epithet, to change society. As a preliminary to
investigating the Teal' world the investigator therefore needs to be aware of
"constraints, dogmas and falsehoods” that are implicit and hitherto unacknowledged in
his or her approach to study. These may be cultural, psychological, linguistic or
historical in origin, and will have arisen from a variety of causes. They are not to be
contused with the Marxian notion o f ‘false consciousness’ though there can be overlap.

The latter offers an account of how an ideology that serves to preserve the interests of a
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dominant class in a given mode of production achieves hegemony through the
promotion and acceptance of a certain set of values. The former takes a step further
back, asking for reflection on the origins of the Marxian theory itself. To what degree,

for instance does it carry particular eurocentric values which reproduce themselves

unwittingly through the writings of its main proponents?

Behind this lies a more general question concerning the nature of scientific knowledge
and of how this influences our processes of conceptualisation, from which we create
theories of the world around us. This calls for an awareness of the interrelationship
between the observer and the observed, the subject and the object, and of the prior
perceptions and social conditioning that affect how both the physical and social worlds
are seen, whether we are researching as physical or social scientists. This has led to the
proposition that our observations are already Theory laden’, and to the implication that
whether we are using theory as an 'ordering framework’ or as conceptualisation we are

bringing a preconceived way of looking at the world to bear on our observations.

There are many examples of the latter in the social sciences. Since much of this thesis is
about marketing structures that have frequently been analysed in economic terms in the
past it is pertinent to illustrate the point with examples from the field of economics. This
will also be relevant to further’discussion below, on the origins o f‘New Institutional
Economics’, and is worth pursuing at some length. We may begin by observing the
implicit values which are evident, for instance, in the language of economic policy
advice, and of the analysis which often supports it, particularly when transferred from
the industrial "West’ to the less developed ‘Third World’. Thus we have neo-classical
economic terms such as ‘free’, ‘efficient’, ‘optimal’, and ‘constrained maxima’
appearing in numerous research and consultant reports. These are terms which imply a
particular set of underlying values which in turn reify a given institutional form of
market behaviour and underline the close relationship th'at exists between mainstream

economic theory of markets and the neoliberal reforms that have dominated Western

economic policy agendas since the 1980s.

The main implication of deriving policy from abstract economic models of this kind is

neatly summarised by one of the discipline’s new institutionalists, when he notes that

“outcomes that deviate from outcomes in models based on fully defined rights
and costless transactions are called ‘inefficient’”
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when it is not clear that any practical alternative is feasible (Eggertsonn 1990 p.21).
Others choose to emphasise 'realism’ as the neglected ingredient and highlight the
social and cultural factors that are at play in ‘real markets’ (White 1993, Harris-White
1996, 1999, Bernstein et al. 1990) while others again have highlighted the apparent
difference between what economists profess in theory (their rhetoric) and what they
very often practice (McCloskey 1986). The question of realism has been addressed at a
more fundamental methodological level by Lawson in which mainstream economic
theory is trapped in a closed system by a deductive logic based upon assumed axioms of
individual behaviour (Lawson 1997). This leads him to an extensive critique of the

epistemology and ontology of economic ‘science’.

That this ‘science’ is value laden has been demonstrably revealed by feminist
economists who have shown how the masculine dominance of the profession of
economics has influenced terminology, conceptual definitions and method itself. The
study of labour markets, household behaviour, and even theories of investment have
been shown to have incorporated the inherent gender bias of a predominantly male
profession (Kuiperand Sap 1995; Pujol, 1995; Nelson 1995). Even when some attempt
is made to adapt the theory to its wider social and political context the propensity to
think in established ways remains. As we shall see below, the focus of new institutional
economics on ‘property rights™and ‘contract theory’ is an example where choice of
words has come out of the same paradigmatic value set that is being critiqued. There is,
in other words, a presumption, not only that the models and their associated
methodology are value free but that there is a universality in their construction and areas
of application. Such presumption starts at an early stage when first year students are
introduced to the idea o f ‘positive economics’ as the study of what “is’ in contrast to

'normative economics’ which refers to what one believes ‘ought’ to be the case.

At a broader, and deeper, level, the body of knowledge incorporated in mainstream
econom ic theory and its derivatives is part of that wider spectrum of thought and mode
of analysis which is generally recognised as having evolved out of the period of
European intellectual history known as the ‘enlightenment’, and which includes Adam
Smith, David Hume, Quesnay, and others who were the precursors of the “political
economy’ of the nineteenth century, in which modern neoclassical theory has its roots.
This entire spectrum has been extensively criticised by post-modernist writers,
frequently via the deconstruction of discourse and using methods of analysis drawn
from the 20thcentury French philosophers Foucault, Derrida and Lyotard amongst

others. This has led to the rejection of the validity of'grand narratives’ such as those of



Marx, Weber, and later structuralist thinkers (Howarth 1995). For many applied
researchers this has undermined the conceptual foundation of their work, and has had
the consequence of persuading a number of researchers to focus on the micro level
details of relationships between individuals and groups, concentrating, for instance on
’principal-agent’ or ‘actor network’ approaches (Law 1986, 1994, Latour 1986, 1993,
Long & Long 1992). Others have argued that while this type of approach in many
ways provides a welcome acknowledgement of the variety of behavioural and
institutional patterns that were often glossed over in structuralist analysis it does not
deal adequately with those issues of class and power that remain important in the
allocation, distribution and appropriation of resources (Kayatekin 1998, Wells 1997,
Mohan 1997. Molton 1992). The claim here is that overly detailed analysis merely

creates a descriptive smokescreen which hides a systemic exploitation (Walker 1997,

Dirlik 1994).

Although the post-modern critique has its own origins in linguistic philosophy and
cultural theory, it may be noted that as it relates to economics and political economy
some awareness of its relativist aspects had been anticipated, at least to a degree, by

earlier writers. In 1948. for instance, Schumpeter was writing

"at any given time evgry nation has a certain class structure and a certain
civilisation ...(which) .... comprises a system of beliefs, a schema of values, an
attitude to life, a state of the arts, and so on. This ... will in general determine a
nation's behaviour in its foreign and domestic affairs.” (Schumpeter 1948:429 -
quoted in Ebner 1999:150)

His contemporary, Spiethoff was more specific:

"Most economic phenomena are time-conditioned and are rooted in specific
geographical areas. They are subject to change over time and cannot be treated
therefore, with the help of concepts and theorems purporting to be of universal
applicability” (Spiethoff 1952:132)

From outside the economic mainstream we also have Polanyi grappling with the

distinction between the assumptions of market theorists and what he termed the ‘human

economy’:

iThe claim of formal economics to an historically universal applicability ... in
effect argues the virtual presence of a market system in every society, whether
such a system is empirically present or not. All human economy might then be
regarded as a potential supply-demand-price mechanism, and the actual
processes, whatever they are, explained in terms of this hypostatization”
(Polanyi 1957: 240)



It is interesting to note that for all three of these scholars a strong sense of history
profoundly influenced their thought, a point that will be seen to be of some importance
as this thesis develops. However, although they each indicate how orthodox economic
theory has a predisposition to analyse within the bounds of a localised paradigm, the
question of the possibility of political interests being served by the structure and
propagation of that paradigm is usually left begging. To pursue this would take us
beyond the terms of the present thesis, but would lead us, for instance, to consider the
application of Gramsci’s concept of hegemony to the link between neoclassical
economic theory and economic policy (Gramsci 1991), or, from a less radical stance, to
the approach of Berger and Luckmann in The Social Construction ofReality (1966),
thus enabling us to place the body of neoclassical economics, and its approach to such

phenomena as commodity chains, in a wider critical context.

There is a danger, however, that in increasing the researcher’s self awareness of these
problems, particularly in the post-modernist versions, a form of investigative paralysis
is created wherein the researcher as subject can never be released from his or her own
environmental conditioning. By being unable, for that reason, to identify totally with the
object of study the external investigator is without authority and hence without
legitimacy. However, as EvanS'points out, this can lead to a form of reductio ad
absurdimu where, for example, “the history of religion would have to be left to
clergymen, of war to the generals, of fascism to fascists” (Evans 1997: 213). What this
means is not that the clergymen and generals cannot write important and insightful
histories but that their empowerment is not exclusive, that others with values more
removed from the subject of study itself also have a contribution to make. This is
important for those who study the institutions and political structures of other countries-
and answers the criticism, for instance, that only Africans can write about Africa, as the
logical consequence of the observation that we are ail ‘theory laden’ before we even
begin. In the case of an empirical phenomenon like the coffee filiere we also have to
recognise that it also has a global aspect and that it is the blending of its national and
international aspects that will bring us to an understanding of its significance to
Ethiopian polity. It is thus a complex mix of values, histories, models and theories that
have to be drawn on in such empirical work, in which reflective awareness is more

important than the nationality, occupation, or religion of the writer.

The approach which | shall adopt here is that of recognising the insights that are offered

by post-modernism, particularly at the micro and cultural levels, and also by those such
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as Schumpeter and Spiethoff who have been able to stand back from the prevailing
assumptions of mainstream theories, while at the same time | shall retain something of
the structural references of a political economy drawn from the Marxian tradition as a
useful way of contextualising historical processes. By this somewhat eclectic method a
more comprehensive, and thereby intellectually fulfilling, understanding of the role of

coffee in Ethiopian social formation and its political institutionalisation can be

constructed.

The case of Ethiopia offers a classic illustration of how these differing perspectives can
be brought to bear in arriving at any understanding of present political and economic
structures. Popular reportage of Ethiopia, for instance, rarely indicates the depth and
historical strength of important cultural norms and their associated institutions in the
country, thus giving encouragement to those from outside who promote formulaic
solutions to perceived problems. Yet in examining any key aspect of the polity or
economy of the country, such as the coffee filiere, its embeddedness in an evolved
social formation, specific to the history of the country, must be taken into account. The
present structure of the coffee marketing chain, for instance, owes much to legislation
introduced during the reign of Haile Sellassie, particularly between 1952 and 1973,
while its regulative context is as part of the machinery of a state which has its roots in
the 19thcentury or earlier. Thefimportance of coffee, being the major export crop, can
therefore only be fully assessed, and the origins of its market structures understood, if
questions of ownership and control are addressed, particularly, at least in this early
period, from the perspective of a class based analysis. Only in this way can the social
and political dynamics of transition from a feudal type to the partially capitalist type of

productive system that prevailed by 1974, and of the adaptations and reforms since then

be satisfactorily traced.

Furthermore, although the long reign, from 1930 to 1974, of Haile Sellassie, has left a
significant legacy and even the shorter period of domination by the Derg from 1974 to
1991 is associated with the personality of Mengistu Haile Mariam, each had a place in a
broader set of cultural norms and each was constrained by wider economic and political
forces. In methodological terms, therefore, it is essential to attempt to emulate and
develop what Walker has termed that “fine line between the performative and the
ostensive characterisations of society in order to capture the reciprocal determinants of
structure and agency” (Walker 1997: 274). This notion is expanded on in the following

section, while how it works out in the Ethiopian case will be explored in later chapters.
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Given an alertness, therefore, to the social and historical roots of any methodology and
theories derived from it, certain further considerations follow. One is on the nature of
theory itself. An awareness of the traditional distinctions between inductive and
deductive methods, between necessary and contingent relationships, between cause and
effect, and between what may be expected of open and closed systems is essential in
comparing competing theoretical accounts of actual phenomena, such as the particular
form of the coffee filiere in Ethiopia. This is most evident in comparing historically
based accounts, which tend to be open and contingent, with those based upon economic
or rational choice models which are often closed, deductive and verging on tautology,
as, too, is the case with certain crude types of Marxist model. These are issues to be

explored in the following sections of the present chapter.

An additional important, albeit reactive, reason for theorising about the nature of the
coffee filiere is to counteract the pervasive influence of that distinctive neo-classical
economic model which now underwrites practically all policy making in this area. By
this 1do not mean to imply a simple head-on challenge to IMF or Ministry of Finance
theories of market led behaviour. It is more the hegemonic influence of that particular
school of thought throughout the policy making process, whether it be internally or
externally generated, that requires exposure and critical challenge. In other words, in
examining the developing structures of the coffee industry the presence and effects of
an already existent theory in application must be recognised. The theoretical premises of
economic orthodoxy are evident at two levels: one is within government in the nature of
policy advice coming from planning and finance departments, and reflects the standard
syllabuses of economics courses at Universities, whether these be at the level of
undergraduate or post-graduate. The other level is that of policy related research, often
funded by Western official aid programmes, the UN or the WB, and reproduced in

publications and papers prepared for workshops.

This is not, at this stage, to prejudge neoclassical economic theory and its concepts but
rather to note its pervasiveness as a premise for responding at a like theoretical level.
The fact that one of the formative influences on the structure of the coffee and other
markets is the model of neo-classical economics as filtered through the official policy
making process begs questions of objectives and legitimacy which can only be
answered by raising the possibility of alternative theorisations, especially those which
raise questions of class and power. Such response is not novel, of course, and has taken
various forms, ranging from debates on Teal markets’ (Bernstein et al. 1990, White

1993, de Alcantera 1992, Harris-White 1996) through a number of attempts to bring in
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an 'institutional economics" which are discussed in Section 3 below. Other views are

not so much responses as parallel approaches arising from different disciplinary bases,
such as the sociology of market phenomena, organisation theory and political theories of
the economy and the state, including those o f“‘Global Commodity Chains’ discussed in
Chapter 1. The latter are less prone to a weakness in the former of having the agenda set

by neoclassical economics.

In summary, it therefore becomes particularly important in the examination of
ostensibly economic phenomena that the researcher remains conscious (a) of the
pervasiveness and different manifestations of prior theorising, and (b) of the cultural
discourse from which all theories derive. In the remaining sections of this Chapter, a
number of theories of'institutionalisation’ are examined. They tend to be associated
with the different intellectual disciplines of political science, sociology and economics,
which, as separate fields, have western European origins, and particular strands of
which have also provided theoretical justification for certain types of western
intervention to alter the institutional environment in developing countries. Examples of
the latter include the principles which underlie structural adjustment policies as
promoted by the IMF. or the association of democracy with ‘good governance’ in
policies pursued by many bilateral donors. Our substantive analysis therefore begins by
being ‘theory laden’ in so far as-these disciplinary bases are used as entry points, but we

shall proceed with an acute awareness of the artificiality of their boundaries and of their

cultural origins.

Consequently, we begin the next section with a brief consideration of how an institution
may be defined. This is followed by a critical assessment of historical, rational choice
and economic approaches to our understanding of the role of institutions in political and
economic life. Given the dominance of economic development as a policy objective,
and hence the considerable impact of economic theory on policy formation, including its
success in promoting the idea that the coffee chain consists of a series of markets,
somewhat more attention will be paid to the arguments (and limitations) of the
economic analysis of institutions. This leads on finally to an approach in which an
historically based political economy appears most appropriate for the analysis of the
Ethiopian case. We should perhaps note that at this stage the distinction between
international and national elements of the filiere is secondary to the more conceptual
understanding of the role of institutions in markets. Most empirical references at this
stage are therefore to the filiere within Ethiopia. International aspects and their

‘triplications are explored in greater detail in Chapters 10and 11
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2.2 Institutionalism

As indicated in the previous paragraph, while the study of economic behaviour in its
more technical sense has been largely the domain of economists, the institutional setting
has also been studied by historians, sociologists, industrial sociologists, social
anthropologists and political scientists. The methods adopted, models used and
conclusions reached from theorising in these disciplines are not always in agreement
either with each other or with those of economics. To present the problem in this way,
however, can be taken to imply that, in the case of mainstream economics, there is
indeed a valid 'technical' area to be studied and secondly that the methodology and
models derived from it are to varying degrees useful approximations to this aspect of
perceived economic reality. These are issues which are taken up in more detail in
Section 3 below when lexamine the New Institutional Economics in more detail. In
examining the origins of political and economic power within a filiere some form of
cross disciplinary approach will be more useful and this I shall outline in the concluding
section to this chapter. | shall approach it first however through a more generalised

taxonomy of institutionalism in recent political theory.

First, it is important before proceeding any further to have some idea of what is
generally meant by the term ‘institution’. Many commentators have accepted Peter

Hall’s definition which comprises

"the formal rules, compliance procedures, and standard operating practices that
structure the relationship between individuals in various units of the polity and
economy” (Hall 1986:19).

This is fairly general. According to Steinmo et al.

“institutionalists are interested in the whole range of state and societal
institutions that shape how political actors define their interests and that
structure their relations of power to other groups” (p.2)

The reference here to "power’ is significant. For Peters, on the other hand, the most

important element of an institution is that it is

“in some way a structural feature of the society and/or polity....(which).....
may be formal (a legislature, an agency in the public bureaucracy, or a legal
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framework), or it may be informal (a network of interacting organisations, or a
set of shared norms)" (Peters 1999: 18).

These indicate the breadth of the concern which comes under the rubric of
‘institutionalisin’, and it clearly follows that the way in which a commodity filiere is
structured falls well within its scope. What is less clear from such definitions are the
origins and functions of institutions and in whose interests they are perpetuated.

Answers to this type of question will be suggested as we proceed.

Since institutions, as defined, are a widespread feature of human society in all its
activities it is inevitable that as many interpretations of their meaning will be found as
there are schools of thought and value systems. There is also a tradition of analysis
going back at least to ancient Greece and taking many twists and turns during the
intervening centuries, including the 20,h My concern here is with what is often termed
the 'new institutionalism’ which emerged, in a number of forms, as a reaction to the
domination of behaviouralist theory in political analysis during the 1950-80 period of
the 20lhcentury (Hall & Taylor 1996. Peters 1999). Although ‘new institutional
economics’ is frequently included in this rubric by political scientists its origins are
rather different, as will be noted later. Peters (op.cit.) has identified as many as seven
contemporary approaches to the study of institutions. These are normative, rational
choice, historical, empirical, international, sociological and that of interest
representation. He examines each from the point of view of how institutions are defined,
formed, change, relate to individuals, are limited in their explanation, and define what
they mean by ‘good’ institutions. This rather formulaic approach is useful in identifying
the many strands to institutional analysis and provides a comprehensive overview but is
unduly restrictive in its partitioning while at the same time offering too diverse a
platform from which to embark on any given piece of empirical research such as the
Ethiopian coffee filiere. Many of the differences identififed in Peters’ approach will be

drawn on in what follows, but a more synthesised summary will provide a better starting

point.

Such a summary is found in the review by Hall & Taylor on the ‘three new
institutionalisms’ (Hall & Taylor. 1996), which they claim to be historical
institutionalism, rational choice institutionalism (within which they include the New
Institutional Economics) and sociological institutionalism. Let us consider each of th