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Against Guala and Hindriks’

Functionalist Theory of Institutions

Louis Larue

Abstract: What explains the existence and persistence of institutions? This
article centres on Guala and Hindriks' functionalist theory of institutions,
which explains their existence and persistence by their overall beneficial
consequences, where these consequences are not the intentional product of
individual or collective human decisions. According to them, institutions exist
and persist because they generate “cooperative benefits,” through their ability
to solve coordination problems. This article aims to show that their theory
is lacking in at least three respects. First, indeterminacy in the selection of
coordination devices weakens its predictive power. Second, their account relies
on an inappropriate conception of the benefits of institutions, which makes it
unable to explain why some institutions exist and persist while others do not.
Finally, it lacks empirical support from history.

Keywords: Functionalist explanations, Institutions, Game Theory, Functions,
Status Functions

1. INTRODUCTION

Explaining the nature of institutions, and institutional facts, has been the
purpose of many economic and philosophical theories. Broadly speaking, one
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might delineate two opposite views on the matter. On the one side, economists
such as North (1990, 6) and philosophers such as Searle (1995; 2010) and
Tuomela (2002; 2007) argue that institutions are rules that guide behaviour.
According to Searle, for instance, institutional facts are created by the collective
assignment of specific functions upon pre-existing objects, persons or state
of affairs. Thus, a piece of paper is money in a certain context because
people collectively recognise it as money, and impose a status upon it, which
in turn enables that piece of paper to perform certain functions (means
of payment, etc.). On the other side, following Lewis ground-breaking
account of conventions (Lewis, 1969), game theorists argue that they are
solutions to repeated coordination problems which arise from people’s strategic
interactions (Bicchieri, 2006; Binmore, 2010; Hédoin, 2017; Sugden, 1986).
As an example, one may explain the fact that, in Sweden, one must drive
on the right side of the road as the equilibrium outcome of a repeated
coordination game. Some authors, such as Greif and Kingston, and Guala and
Hindriks, have also proposed theories which attempt to bridge the two views by
accounting for rules within game-theoretic frameworks (Greif and Kingston,
2011; Hindriks and Guala, 2015).

Within this literature, some authors give great importance to the expla-
nation of the existence and persistence of institutions.! For instance, North
(1990) proposes a complex account of how a certain pattern of bargaining
between political and economic actors explains the emergence of specific prop-
erty right regimes in the Western world. He then argues that interests’ lock-ins
sometimes hinder institutional change and prevent societies from reaching efh-
cient institutional arrangements. This article will not review all the theories pur-
porting to explain the existence and persistence of institutions. Its focus will be
on functionalist theories of institutions, according to which institutions exist
and persist because they fulfil a function. More precisely, functionalist theories
explain the existence and persistence of institutions by their overall beneficial
consequences, where these consequences are not the intentional product of
individual or collective human decisions.

This latter distinction is important. Searle (1995), for instance, argues
that functions are crucial to the understanding of institutions, but that they
are assigned by humans intentionally and collectively (through what he calls
“collective intentionality”). For this reason, I do not count his theory as part of
the functionalist camp.

1 Notall. Searle, for instance, explicitly disregards these questions (Searle 2015, 507-14).
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The clearest defence of a functionalist theory of the existence and
persistence of institutions has been given by Hindriks and Guala (2021).
According to them, institutions exist because they generate “cooperative
benefits.” They write that “generating cooperative benefits is the causal or
etiological function of institutions because it serves to explain why institutions
exist and persist” (Hindriks and Guala 2021, 2028).

Their theory is amongst the most influential and developed philosophi-
cal attempts to defend a functionalist theory of institutions in social ontology.
It is also perhaps amongst the most controversial. This article will focus on
criticizing the theory developed by these philosophers. Section 2 presents their
approach. Section 3 tries to clarify some of the key concepts of their view,
namely the difference between existence and persistence, and between theo-
ries focusing on specific institutions and theories focusing on institutions in
general. Section 4 focuses on the part of their theory dealing with the exis-
tence of institutions while Section 5 centres on their explanation of the persis-
tence of institutions. Section 6 summarises the main conclusions of the article.
First, I argue that their account lacks predictive force. Second, I show that
their account relies on a conception of the benefits of institutions that makes
it unable to explain why some institutions exist and persist, while others fade
out. Finally, I contend that Guala and Hindriks unjustifiably disregard histor-
ical and empirical facts.

Though this article concludes that Hindriks and Guala’s account faces
serious difficulties, it must be noted that this does not entail that all
functionalist explanations of the emergence and/or persistence of institutions
are generally doomed to fail. Proving the latter claim is far beyond the
reach of this article and I doubt that it can be done. But I believe that my
objections against Hindriks and Guala’s account may serve as a reminder that
building rigorous functionalist explanations in social ontology faces important
challenges and that these challenges cannot be ignored.

2. GUALA AND HINDRIKS’ FUNCTIONALIST ACCOUNT OF
INSTITUTIONS

It is an uncontroversial fact that institutions have functions—good or bad,
effective or not. It is also a platitude that all institutions bring about some
benefits to some people at least sometimes. What is more controversial is the
role that functions play within theories of institutions, as well as how they arise.

A first issue of contention concerns how institutions acquire their
functions. How does money acquire its capacity to serve as a means of exchange,
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for instance? And how does a river become a border?

For some, institutions acquire their functions through collective
imposition: people collectively intend a specific piece of paper to serve as
a means of exchange and a specific river to serve as a border. In that
sense, collective intentionality is crucial to Searle’s and Tuomela’s account
of the function of institutions (Searle 1995; 2010; Tuomela 2002; 2007).
Searle assigns great importance to collective intentionality in his account of
institutions. He writes repeatedly that “institutions are collectively accepted
systems of rules” and speaks of the “collective assignment of functions”
(Searle 1995, 21-2). Searle’s insistence on collective intentions may seem
strange, for we generally think of intentions as a feature of individual agents.
How can we make sense of “we-intentions”? Let me start with an example,
taken from Butchard and D’Amico (2015). When we say that two people
are walking together in the same direction, we might mean, first, that we
observe that they both happen to walk side by side, each intending to go in
that direction, but with no collective intention of doing so. They are “alone
together,” as Butchard and D’Amico nicely phrase it. This shows, according
to these authors, that joint action is not a sufficient condition for collective
intentionality. Rather, when we say that two persons are walking together as
part of a collective intention, we mean that they each take part in the joint
action and share the joint intention of walking together. “My” doing this action
is part of “our” doing this action.

Hindriks and Guala (2015), Hédoin (2017), Smit, Buekens and du
Plessis (2011; 2016), among many others, strongly oppose the existence of
collective intentions, or, at least, they argue that they are not necessary to
explain how institutions acquire their functions. They contend that game-
theory is able to explain the existence of functions by relying only on individual
actions and individual intentions. For instance, the rule “drive on the right side
of the road” may be explained as the equilibrium outcome of a game without
collective coordination or intention.?

As this article centres on Hindrik’s and Guala’s theory, I will mainly
analyse their own attempt, which is part of a larger literature whose main effort
is to build game-theoretic accounts of institutions. That literature started out
with Lewis’s study of conventions (Lewis, 1969), and has had a fruitful life of
its own in economics (For a review, see Binmore 2010).

2 For a more detailed comparison of different viewpoints on collective intentions, see
Larue (2024, 721-41).
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Guala and Hindriks argue that institutions are solutions to coordination
problems. More specifically, they claim that institutions are “correlated
equilibria of coordination games with multiple equilibria” (Hindriks and
Guala 2015, 466; see also Guala and Hindriks 2015, 182—6). A coordination
game is a game in which several agents (say two) must decide what action
to undertake (their “strategy”), and in which the outcome for each player
depends on the other player’s action. An equilibrium of a coordination game
is a profile of strategies (one for each player), where each player’s strategy is the
best response to those of other players. Guala and Hindriks take the example
of two tribes having to decide where to hunt. There are two possible hunting
grounds, and both tribes cannot hunt at the same time in the same place. There
are several equilibria in this game, for they can each hunt in either hunting
ground. How will they agree on which land to hunt? (Suppose that they do
not talk to each other). One way to solve the problem is to use correlation
devices, that is, arbitrary “signs” or “pre-emption devices,” such as “whoever
happens to be there first hunts first.” In technical terms, we say that a correlated
equilibrium involves strategies that are conditional upon an event or signal sent
by an external coordination device. For Hindriks and Guala, these coordination
devices are “rules.” This is why they say that their account is a unification of
the rules and equilibria approaches to institutions (Guala, 2016; Guala and
Hindriks, 2015).

Therefore, their account does not assume collective intentions. It is
“collective” only in so far as people interact with each other within the
coordination game. But people’s intentions are strictly individual. Nor does
their account presuppose any kind of collective imposition of functions.
According to Guala and Hindriks, institutions can be modelled as the
unintended solutions of coordination games. According to their model, for
instance, the fact that we drive on the right side of the road in many countries
may be explained as a convenient yet unintended solution to a common
coordination problem: it might be that people just started to walk on the
right side of roads in these countries, and that became the norm—without any
collective intention to do so. As a corollary, the fact that this norm (‘drive on
the right side of the road”) functions as a coordination device and thus solves
a coordination problem, has not been imposed either on any object, person
or state-of-affair by an individual or a group. Rather it is the unintended and
beneficial consequence of the emergence of institutions.

To be clear, each player does have individual intentions, which relate to
maximizing their own advantages (or utility) within the game. Yet no player
has the intention—whether collective or individual-—to impose a function
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on something in order to solve the game. The point of Hindriks and Guala’s
game-theoretic framework is that institutions can be modelled as unintended
equilibrium states which result from strategic individual interactions. In game
theory, no individual, and a fortiori no collective, ever intends to reach a specific
equilibrium. They only look at their own advantage, and choose their strategy
as a function of the strategies that others might choose. Hence, equilibria are
the ex-post products of strategic interactions, in which all players’ strategies are
best responses to each other’s strategies.

At this stage, Guala and Hindriks go a step further and claim, in
addition, that the function of institutions (solving coordination problems
and thus producing cooperative benefits) also explains their existence and
persistence (Hindriks and Guala 2021, sec. 3.2). In more technical terms,
they write that it is the “etiological” function of institutions to provide
those cooperative benefits, because these cooperative benefits explain their
existence and persistence (Hindriks and Guala 2021, 2028). Hence, their
theory allows to model the existence and persistence of institutions by reference
to strategic interactions between actors, rather than as the intended product of
the collective or individual imposition of functions.

Because of these features, their theory is undeniably functionalist: it relies
on the unintended beneficial consequences of a phenomenon to explain the
existence and persistence of this phenomenon.

The use of etiological functions and of functionalist explanations is
common in evolutionary biology, which explains the evolution of species
in part by reference to the beneficial consequences, for a given species
reproductive success, of unintended genetic transformations. As far as these
consequences explain evolution, they perform an etiological function. As we
shall see in the next section, however, the explanatory role of functions is more
controversial in other scientific fields (Elster, 1983). Searle, for instance, denies
that they have a role to play for theories of institutions and strongly opposes
functionalist explanations of the existence of institutions (Searle 1995, 14-20).

3. CONCEPTUAL CLARIFICATIONS

As a first step in my critique of Guala and Hindriks' theory, I would like to
make two distinctions.

First, a theory can focus on specific institutions or on institutions in
general. For instance, one may aim to explain why we have this specific private
property regime in Sweden or why the border between Sweden and Denmark
lies where it now lies. Or we can aim to explain why we have property rights
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and borders in general, without any specific example in mind. Yet, in my
view, one can ask questions about institutions in general only if there also
exist corresponding specific institutions. As I will argue below, in order to
answer questions on institutions in general (for instance, on their existence
and persistence), one cannot abstract entirely from specific examples. One
needs these examples to show that one’s theories and explanations are not mere
plausible stories, but that they in fact have real-world applications on which
one can test one’s claims.

Second, there is a distinction between the existence and the persistence
of institutions. For Hindriks and Guala (2021, 2032), persistence means
“continued existence.” But what does existence mean? They are less clear on that
matter. It must mean something different than persistence. For they themselves
make this distinction and always speak of the “existence and persistence” of
institutions. I think that the most plausible understanding of existence in their
work is that it is equivalent to emergence.

Hindriks and Guala have borrowed and adapted the concept of
“etiological” function from Wright, who defined it in relation to functional
explanation. Wright (1973, 156) writes that “functional explanations, although
plainly not causal in the usual, restricted sense, do concern how the thing with
the function got there. Hence, they are etiological, which is to say “causal” in an
extended sense” (Wright's own empbhasis). For Wright, the etiological functions
of a phenomenon are “causal” in the sense that they explain “how we got there,”
that is, its emergence. If Hindriks and Guala’s understanding of etiological
functions is in line with Wright’s, then, they must mean that explaining the
existence of an institution by reference to its etiological functions amounts
to explaining how it came about, how we got there, that is, it amounts to
explaining the emergence of institutions.

Apart from referring to Wright, Hindriks and Guala also write that the
etiological function of an entity has two roles in their own theory. First, it can
explain why that entity “continues to exist (or, in other words, why it persists)”
(Hindriks and Guala 2021, 2032); second, they consider the explanation of its
existence and write that:

Equilibrium accounts are usually less informative when it comes to
explaining how an entity comes into existence. We do not know of
a satisfactory and broadly applicable account of the emergence of
institutions. Note, however, that the attribution of a function to the
heart does not require a complete history of this organ. What is required
instead is a convincing account of how the fact that the entity does F
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explains its existence. It is rather plausible that the fact that institutions
generate cooperative benefits fulfils this role. Arguably, these benefits
play a crucial role in the selection process that only some institutions
survive. (Hindriks and Guala 2021, 2032-3)

This passage clearly indicates that, for Guala and Hindriks, existence means
emergence and that explaining the existence of an entity amounts to explaining
how it “comes into existence.” Hence, from now on, existence will be taken as
a synonym of emergence. But this paragraph also illustrates the ambivalence of
these authors regarding the ability of their account to explain the existence
of institutions. On the one hand, they seem hesitant on the potential of
success of equilibrium accounts on that regard. In a footnote appended to this
paragraph, they even acknowledge that “we only account for the tight link
between attributions of functions and explanations of the continued existence
of a type of entity, while noticing that its emergence is often a haphazard
process.” (Hindriks and Guala 2021, 2033, n. 8). On the other hand, however,
they write that “a convincing account” may sufhice for explaining the emergence
of institutions and that their own theory provides such a “plausible” satisfactory
explanation. Hence, they seem to acknowledge that, despite the failure or lack
of appeal of previous attempts at explaining the emergence of institutions, their
own theory will not be equally unsuccessful. Finally, I wonder why they would
constantly insist that their functionalist account aims to explain the persistence
and existence of institutions if they believed that the latter task was doomed to
failure. Hence it is reasonable to interpret their theory as aiming to explain the
emergence and the persistence of institutions.

The next two sections will inquire whether the doubts of Guala and
Hindriks are justified: can their own equilibrium account of institutions
explain the emergence and persistence of institutions by appealing to their
cooperative benefits?

4. EMERGENCE
4.1. Emergence and Indeterminacy

In this section, I criticise the predictive potential of their theory of the
emergence of institutions by pointing out that it is unable to predict a priori
which coordination device will in fact emerge.

Take the following coordination problem: On which side of the road
should we drive? For Guala and Hindriks, that question is actually equivalent
to asking: What coordination device could solve the issue? Here are possible
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answers:

* Always drive on the right
* Always drive on the left
* Toss a coin each time you meet someone to decide on which side to drive

* Drive on the right on weekdays, and on the left otherwise

As we see here, there is a large number of possible solutions to this problem.
How can we select among them? Common sense would favour one of the two
first coordination devices. But not Guala and Hindriks” account.

Note, first, that the selected coordination device need not be a “good”
device. All it needs to do is to solve the coordination problem at hand,
something that all the devices listed above are able to do. According to their
account, the quality of coordination devices only refers to their ability to solve
a coordination problem. In that sense, all coordination devices, if they are
able to solve the coordination problem, are equally beneficial (see section 4.2
below for a more detailed discussion of that point). Their account is thus silent
concerning the efficiency, equity, or legitimacy of such devices. It can happen
of course that, in the example discussed above, drivers are lucky and discover
the most efficient and equitable arrangement just by chance, but there is no
necessity for this in Guala and Hindriks” account.

It is worth noting that allowing their account to make predictions on the
efliciency, equity or legitimacy of institutions would either break their promise
to reject intentionality, or distort their own understanding of the benefits
of institutions. Both authors clearly reject intentionality in the selection of
coordination devices, as explained in section 2. They also make clear that
the etiological function of institutions is limited to their ability to solve
coordination problems. I think these two claims hold tightly together. Adding
other benefits would necessarily break the claim that there is no intentionality
in their account. For how can the chosen coordination device be the most
efficient, or even adequately efficient, if its discovery is purely accidental and
not driven by the intentions of the actors involved?

This may not be a serious problem for their account. For its goal is
to explain the emergence and persistence of institutions, not their efficiency,
equity or legitimacy (or lack thereof). However, it limits its scope. Because their
account restricts the definition of the benefits of institutions to their ability to
solve coordination problems, and because it leaves no place to intentionality
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in the choice of coordination devices, it must remain silent on the efficiency,
equity, and legitimacy, of coordination devices and of institutions.

The “silence” of their account on efficiency is of some consequence for
the second, and more important, point that I want to discuss, and which
concerns the selection of the coordination device that will, in practice, solve
the coordination problem. As the example above shows, for every coordination
problem, there is, potentially, a large number of adequate coordination devices
available. Yet their account is silent concerning which of these devices will, or
has to be, selected a priori: strictly speaking, any device that is able to solve the
coordination problem at hand could emerge as a possible solution. Moreover,
as | just showed in the previous paragraphs, their theory cannot accommodate
the (plausible) conclusion that, in practice, the most convenient solution will
be chosen. The indeterminacy of their theory is a problem because it severely
restricts the predictive power of their account.

As we shall see in the next section, their account is likely to be more
successful as an explanation of the persistence of existing institutions. In that
case, it can be pointed out that already existing institutions persist because
they help to solve coordination problems. But if Guala and Hindriks’ purpose
is to explain the emergence of institutions, their account will run the risk of
indeterminacy.

For instance, their account is unable to explain why, in Sweden, people
drive on the right, while, in the UK, they drive on the left, other than by
reference to chance. It could in fact have predicted that people would have
driven on the right in both countries, or on the left, or any other arrangements
providing a solution to this peculiar coordination problem.

One way, perhaps, to improve their theory is to think of the emergence
of institutions as a slow process of selection. Once people begin to travel, they
will meet other people on the roads. If they interact as described by Guala and
Hindriks, each time they meet, they will face a coordination problem: on which
side of the road should we drive (or walk)? We can think that the first times,
unknown to them (since we are in a social world without collective intentions),
some coordination device arrived at randomly will help them. For instance,
because most people are right-handed and must be able to hold their sword in
case of attack, they walk on the left side of the road.? In other instances, other
people with other characteristics may follow other rules. But, as the number
of encounters increases, one of these rules will prevail, at least within some

3 For other possible hypothesis, based on a large amount of sources from neurology,
history and anthropology, see McManus (2002). The author, though, makes clear that many
of these hypotheses involve a significant amount of speculation.
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geographic zone of exchange, because people just keep on doing what they and
others did in previous occasions, and because they may have a natural tendency
(again, unintentional and perhaps even unknown to them) to disregard the
more cumbersome rules.* Hence, the minority rules will soon disappear, and
one institution will emerge victorious. In short, what I have sketched here is a
slow process of selection.

Is this a credible story? Let me say, first, that it is a possible story, though
not one explicitly defended by Guala and Hindriks.> The credibility of this
story depends on the credibility of the assumption that people do not decide
intentionally on the rule they will follow, but that the rule is decided instead
by the presence of a coordination device (such as the fact that most people are
right-handed and need to bear a sword). One could argue for another credible
story, one in which people would actually talk and deliberate with each other
and decide, perhaps informally, perhaps at an ofhcial gathering, on which side
of the road people should be walk. Coordination devices may still have a place
in this alternative story, for people may consciously decide to walk on the right
side, for instance, because they think that actions performed on the right side
have a special religious or political significance unrelated to the act of traveling.®

Which of these stories is the right one? Contrary to what Guala and
Hindriks claim, we cannot decide on the credibility of a story just based on
its prima facie plausibility, for different, alternative stories may be equally
plausible. In the next subsections, I will try to argue that the credibility of
stories of that sort, in the last instance, depends on the empirical data that we
have at our disposal, that is, on the study of history.”

To sum up: for Guala and Hindriks, just any possible device that
can solve a coordination problem may constitute an adequate coordination

4 I confess that this sentence is a bit obscure. However, the constraints set by their
account leaves no place to a more precise description of how one rule finally prevails.
Note, moreover, that contrary to the theory of natural selection in evolutionary biology,
their own theory cannot refer to the ex-post benefits of the selected coordination device to
explain its comparative success, because, according to their own conception of the benefits
of institutions, all coordination devices, and hence all institutions, have the same benefits,
namely, solving coordination problems. No coordination device is comparatively better than
another. See section 4.2 below for an elaboration of this point.

S Though they hint at this possibility when they write that the cooperative benefits of
institutions “play a crucial role in the selection process that only some institutions survive”
(Hindriks and Guala 2021, 2032).

6 See McManus (2002) for a discussion of the religious and social significance of left and
right.

7  For instance, see Poehler (2017) for an interesting account of traffic rules in the Roman
empire.
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device. I argued that the indeterminacy of the selection of the device weakens
the predictive potential of their theory. Because there are a lot of potential
candidates to the role of “coordination device,” their account is unable to
explain the emergence of specific institutions (for instance, the fact that we

drive on the right).

4.2. Emergence and the Benefits of Institutions

A second worry concerns the alleged “benefits” of institutions, which, Guala
and Hindriks argue, relate to their cooperative benefits, or the fact that they
solve coordination problems.

A good theory should explain why some institutions emerged while
others, which could have emerged, did not. Hindriks and Guala argue
that what explains the emergence of institutions is the fact that they solve
cooperative problems (i.e. their etiological function). The issue is that for
every given coordination problem, there is several (if not many) potential
coordination devices that are able to solve it. Take the driving example again.
As I have shown above, there are plenty of equilibria in this game, and each
would count as an institution according to Guala and Hindriks' account.
By definition, each of these equilibria would be a solution to a coordination
problem, and thus constitute an institution generating cooperative benefits.
Hence, the mere fact that institutions provide cooperative benefits cannot
explain why we have the institutions that we have now, and not others,
equally beneficial. For, in the restricted sense given by Hindriks and Guala,
all institutions, whether actual or only possible, are beneficial.

Hindriks and Guala’s account is thus unable to explain why specific
institutions arise while others do not, for all possible institutions do, by
definition, solve coordination problems and are thus possible candidates. They
could all have emerged and persisted over time. If that is what these authors
have in mind, the fact that institutions produce cooperative benefits is both
a very weak understanding of “benefit” but also, and more fundamentally, a
very inadequate explanatory tool for a theory of the emergence of institutions.
Not only is the “choice” of the coordination device indeterminate, but all
coordination devices are by definition beneficial. Because of these two features,

their theory cannot make predictions on the emergence of specific institutions.
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4.3. History and the Need for Empirical Evidence

The natural way to go when studying the emergence of institutions would
be to look at history. Unfortunately, Hindriks and Guala do not provide any
empirical evidence for their theory of the emergence of institutions. Instead,
they seem to give preference to the possibility of reconstructing rationally how
institutions could have emerged in a game-theoretic setting. For instance, when
discussing functionalist explanations in biology, they write that “the attribution
of a function to the heart does not require a complete history of this organ.
What is required instead is a convincing account of how the fact that the
entity does F explains its existence” (Hindriks and Guala 2021, 2033). I doubrt,
however, that a plausible theoretical account may sufhice.

One example of a successful functionalist theory may be found
in evolutionary biology, which explains, at least partly, the evolution of
species by reference to the reproductive benefits of certain random genetic
variations (Kitcher, 2009). But evolutionary biologists and geneticists have
collected an impressive amount of evidence in support of their theories—and
none, to my knowledge, would claim that all that is needed to explain evolution
is a fitting theory. Hindriks and Guala claim that “the attribution of a function
to the heart does not require a complete history of this organ” (Hindriks and
Guala 2021, 2033). This is certainly true if the purpose of the inquiry is to
explain how the function of that organ explains its persistence. But explaining
the emergence of that organ does require some look at history, as does
explaining the emergence of institutions. I agree that the history of a specific
organ or institution should perhaps not be complete, but it should not be
entirely disregarded either. Studying the history of the evolution of living beings
is precisely what evolutionary biology has been doing at least since Darwin.
Of course, different fields of science might follow different methodological
rules, but the success of evolutionary biology is in part explained by its great
care in collecting empirical evidence, and I do not see why functionalists in
institutional theory could not follow its example.

In support to their preference for a rational reconstruction of the
emergence of institutions, Hindriks and Guala also write that they “do not
know of a satisfactory and broadly applicable account of the emergence of
institutions” (Hindriks and Guala 2021, 2032-3). I agree. In fact, I do not
myself know of a convincing theory of the emergence of institutions. However,
the fact that we do not presently have a convincing account of the emergence
of institutions that is supported by adequate empirical evidence does not
entail that attempts to reconstruct their emergence theoretically are to be
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preferred. There is in fact a large literature on the historical emergence of
institutions. In economics, for instance, North has won the Nobel Prize for
his account of the nature and emergence of institutions (North, 1990).8 In
anthropology, Graeber (2011) has offered his own historical account of the
emergence of money and debt. In sociology, Weber’s theory of the rise of
capitalism is still influential (Weber, 1904), while historians, such as Braudel
(1988), have studied in depth the emergence of market institutions. None of
these accounts may be right, of course. And they do not all share the same
aims and the same methodological commitments than Guala and Hindriks’s
account. But they demonstrate at least that an inquiry into the history of the
emergence of institutions is possible. If Guala and Hindriks believe that these
attempts are unsuccessful, they owe us an argument for why this is the case and
why rational reconstructions are to be preferred.

More fundamentally, I want to argue that even if it were the case that
Hindriks and Guala’s account provided a theoretically convincing functionalist
explanation of the emergence of institutions, this would be no proof that
actual institutions are really the product of functionalist game-theoretic
processes. It is certainly possible to build up a theoretical story of how money,
debt, markets, and other institutions, have emerged through such processes.
However, without proper use of at least some empirical evidence, these are
just stories (on this point, see Elster 2015). To be clear, I think that building
“purely” theoretical explanations of a phenomenon without prior consideration
for empirical facts is a valuable scientific endeavour, at least as a first step. My
point is that their theory needs to go through some sort of empirical test for it
to be convincing or credible.

The need for empirical evidence is particularly crucial for functionalist
explanations, such as Guala and Hindriks' functionalist theory of the
emergence of institutions. As Elster (1983) has convincingly argued, successful
functionalist explanations need a feedback loop in order to demonstrate how
consequences (which happen logically and temporarily after the phenomenon
they are supposed to explain) can “cause” an event (such as the emergence of
a specific institution). Indeed, one may wonder how the cooperative benefits
produced by an institution can explain the emergence of that very institution,
given the fact that these benefits happen after its emergence.

Without evidence of the existence of a feedback loop, the undeniable fact
that institutions produce benefits is no proof that these beneficial consequences
explain their emergence. Plenty of institutions do serve well certain useful

8 His work has even led to an entire school of thought, see Greif (2006).
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purposes. Since the history of their emergence is often obscure, it may
well be tempting to claim that these very useful purposes are in fact what
explains their existence. Yet, without some empirical evidence showing how
ex-post consequences actually can become “causes,” these explanations are just
unwarranted.

In evolutionary biology, natural selection plays the role of the feedback
loop. Certain random genetic transformations are beneficial to the reproductive
success of a given species in a given context and thus feeds back into the
explanation of its observed evolution. But what is the feedback loop for
functionalist theories of institutions?

First, one would be tempted to look for existing examples in the
history of human institutions—a step, though, which is absent from Guala
and Hindriks' account. Yet, it is hard to come up with a convincing real-
world example because it is hard to observe the selection process at work
for existing institutions. We would need to observe how different competing
institutions have fared differently depending on how their characteristics fitted
their environment. This is a very difficult empirical task. Biology has millions
of years of evolution to study, while we have a few decades or at best centuries
of institutional change. Moreover, as many economists and political scientists
have shown, plenty of inefficient and inadequate institutions survive over time,
for various reasons (Elster, 1983; North, 1990).

Another possibility for Guala and Hindriks is to come up with a
theoretical story. One could view the theoretical history of institutions as a
series of reinforcements: after it has emerged, the existence of a given institution
is reinforced by the incentives it gives to its users to stick to it. As in the story
I told in section 4.1, once we have an institution stating that one should drive
on the left side of the road, people have an incentive to do so if they want
to avoid collision. This institution is reinforced every time two persons meet
and abide by the rules of the institutions (“drive on the left if the other is
also doing s0”). In that case, the feedback loop is the fact that, once the rule
has emerged, everyone has an incentive to avoid the negative consequences
attached to deviation from it.

I do think that incentives could play the role of the feed-back loop
and that theoretical constructions of the emergence of institutions, such as
Guala and Hindriks’, remain interesting to make sense of historic examples
of institutions. But only the study of history can tell us what the origin of this
specific institutions is, for the question of the emergence of specific institutions
is a historical question (Aydinonat and Ylikoski 2018, 564). Without some
empirical evidence for their account, their story will remain a mere plausible
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story.

5. PERSISTENCE

Why do institutions persist? Why do people stick to an institution? Why
do they obey rules? Hindriks and Guala argue that the failure to explain
why people stick to certain institutions is a central flaw of all rules-based
accounts of institutions (Hindriks and Guala 2015, 462). They defend their
game-theoretic account of institutions partly on the basis that it can explain
the persistence of institutions. They use two distinct arguments. One has
already been presented above: institutions persist because of their etiological
function, i.e. their capacity to solve coordination problems and thus to produce
cooperative benefits. In a series of other papers, they also argue that their
account has the additional advantage of securing some place to incentives,
and thus can explain why certain institutions sometimes persist and why some
institutions sometimes fail.? For instance, people keep driving on the right side
of the road in countries in which this has become the rule because this is the best
response to what others are doing. Individually deviating from the rule would
lead to disastrous consequences for individuals, who thus have an incentive to
stick to the rule.
In the following sections, I will focus on each argument in turn.

5.1. Persistence and the Benefits of Institutions

A first worry concerns the alleged “etiological benefits” of institutions. For
Hindriks and Guala, the persistence of institutions may be explained by their
beneficial functions (not simply their functions) which, they argue, relate to
their cooperative benefits, or the fact that they solve coordination problems.
I have already discussed the problems induced by this view when dealing with
the explanation of the emergence of institutions. I would like now to focus on
the explanation of their persistence.

A good theory should explain why some institutions persist while others
die out. If Guala and Hindriks are right, beneficial institutions (in their specific
sense) should survive, while non-beneficial ones should fade out. At this point,
many readers may point out that plenty of failed institutions do persist over
very long periods of time. North (1990), for instance, studied in detail the
case of property right regimes in Latin America, which, according to him, are

9 Other authors have had recourse to a similar strategy. See, for instance, Smit et al.
(2011; 2016).
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deeply inefficient and lead to consistently lower rates of economic growth than
those that could be expected. Moreover, as Eriksson (2019) points out, even
if an institution benefits some people at one point in time, its benefits may
fade out over time or end up being advantageous to only a fraction of society.
Finally, not only inefficient but also morally bad institutions, such as slavery,
also persist over time.

However, even such undesirable institutions do provide cooperative
benefits. Bad legal regimes are better than no legal regimes at all because
they help solving coordination problems, which otherwise would plague us.
More controversially, immoral legal regimes such as slavery also produce
cooperative benefits—Dby solving coordination problems—and may thus be
seen as “beneficial” in Guala and Hindriks® specific sense.

The greater problem with Guala and Hindriks’ conception of the benefits
of institutions is that it is far too general to be able to explain why some
specific institutions persist while others do not. To repeat, 4// institutions can
be said to provide cooperative benefits. Why would some institutions fade out,
then? Why do some institutions flourish and not others? If all institutions
are (by definition) beneficial and if their benefits explain their persistence, no
institution should ever change or die out.

Hindriks and Guala may reply that they are instead aiming at explaining
the persistence of institutions in general, and not of specific institutions (even
if they do not seem to consider this distinction). For instance, their framework
may aim to explain why we have laws, and not why we have this specific legal
regime in this country at that time. In that broader sense, they could claim that
property laws (whatever their exact content) persist because, without them, we
would be stuck in endless disputes on ownership, rights, and other property-
related issues, at every single moment of our lives.

I think this move would make their theory uninteresting. We want to
know why capitalist markets have persisted over time, and not other forms of
economic arrangements; or why we have the laws that we have and not other
laws; etc. Their theory holds that all institutions, once they have emerged, will
produce cooperative benefits, and will thus be able to persist. Unfortunately,
their theory is thus unable to explain why specific institutions persist and others
fade out.

5.2. Persistence and Incentives

Can incentives explain the persistence of institutions, if cooperative benefits
cannot? In order to answer this question, let me come back to Guala and



237 JOURNAL OF SOCIAL ONTOLOGY

Hindriks™ discussion of intentionality, whether collective or individual.

The rejection of intentionality from the explanation of the emergence
and persistence of institutions is a crucial component of Guala and Hindriks’
account. First, they explicitly argue that collective intentionality, or the view
that we can have we-intentions distinct from I-intentions, is not necessary to a
successful account of the persistence of institutions, and can thus be discarded.
Second, they also argue that individual intentionality amounts to no more
than the intentional pursuit of one’s best interests within strategic interactions.
People do not have the intention to create institutions with others, even if it
may be to their own benefit to do so (see section 2). However, once institutions
exist, Guala and Hindriks argue that people stick to them because it is in their
best interest to do so given the incentives produced by these institutions.

Once again, their argument is ahistorical. They argue that, since it is
possible to construct a game-theoretic model explaining the persistence of
institutions by reference to some institutional incentive structure, it is thus
not necessary to appeal to notions such as collective intentionality, whose
exact nature may be hard to grasp. My objection to their view is that, even
if such a theoretical model is possible, and even if they are right that collective
intentionality or other obscure notions are superfluous, this does not suffice to
show that incentives are what explains persistence. As in the case of emergence,
their explanation of emergence must have some consideration for empirical
evidence.

It is undeniable that people often have incentives to obey institutional
rules (such as driving on the right) since deviating from the rule will be costly
for them. However, are these incentives really what explains the persistence
of institutions? Many have doubts about this. Searle, for instance, argues that
sometimes the incentive to follow a rule may disappear and yet people continue
to act according to the rules (Searle 2015, 511-2). Some people keep their
promises even if they no longer have an interest in doing so, people pay their
taxes even in the absence of fines, drivers respect the speed limits even in the
absence of the police or of any other driver on the road, etc. Hence, Searle
claims that institutions give people desire-independent reasons for action.

No theoretical argument can arbitrate this debate. Though many of
Searle’s arguments are sound, he does not seek any empirical support for them.
If, like Searle, we want to reject the view that incentives are the driving force
behind the persistence of institutions, if we want to argue instead that desire-
independent reasons for actions, such as duties or customs, explain why people
stick to them, what we need is some empirical evidence.
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Only proper empirical evidence on why people stick to institutions can
decide between these two alternatives (or possibly another third). However,
I doubt that the evidence will favour a single account. For I doubt that the
persistence of // institutions is either explained by the presence of an incentive

structure or by desire-independent reasons for actions.

6. CONCLUSION

I have argued that Hindriks and Guala’s functionalist account of the emergence
and persistence of institutions suffers from three main problems.

First, their account is unable to make useful predictions on the emer-
gence of specific institutions. Second, their account relies on an inappropriate
conception of the benefits of institutions. Because all institutions, whether they
exist or could have existed, produce cooperative benefits, I have argued that
reference to these cooperative benefits cannot explain why some institutions
emerge and persist while others fade out. Third, their account is ahistorical
and lacks empirical support. Even if it is adapted to counter the objections
highlighted above, for instance by imagining a story of how institutions slowly
emerged through a series of self-reinforcing steps, a theoretical account of the
emergence and persistence of institutions is not enough and remains hypothet-
ical until it is shown that it can be supported by some historical evidence.

As evolutionary biology has shown, functionalist theories aiming to
explain the emergence and persistence of a phenomenon by reference to the
ex-post unintentional benefits of this phenomenon, can constitute fruitful,
rigorous and solid explanations of natural and social phenomena. However,
this article showed that Guala and Hindriks’ account of the emergence and
persistence of institutions is far from satisfying the conceptual and empirical
standards by which it might be judged convincing and able to inform the

debates on these issues.
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