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Abstract. The words ‘moral’ and ‘economy’ originated in the classical intellectual
world and in Aristotle’s social theory; besides the politics and ethics, economy was the
third domain of practical philosophy where excessive profit making and charging of
interest were not the moral practices. However, in the middle of the eighteenth century,
the ‘moral economy’ got separated from the morality, and turned out to be simply a
religious concept. Defining the moral economy in the 21st century on the basis of
goodness, fairness, and justice is something perplexing for the proponents of market
economies. But can we ignore the moral basis in our ‘ordinary business’ of life? The
book under review, The Moral Economy by Samuel Bowles raises several questions in
this regard and tries to show that our basic human goodness is more effective in
decision making than the financial incentives. The strength of this book lies in its using
different case studies and behavioral experiments with evidence-based arguments on
the workable economic and financial world of the 21st century. Islamic economics is
based on morality and ethics. Thus, the purpose behind the review of this path breaking
work is to understand its relevance to Islamic economics that has emerged as a new
paradigm in recent decades.
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1. Introduction

The Moral Economy: Why Good Incentives Are No
Substitute for Good Citizens is a work by an Ameri-
can economist Samuel Bowles who is associated with
the Behavioral Sciences Program at the Santa Fe
Institute in Santa Fe, New Mexico. He also taught
economics at Harvard University, the University of
Massachusetts. His field of specialization includes
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Economic theory, Microeconomics, and Social psy-
chology. Among his two main academic interests are,
as first the co-evolution of preferences, institutions
and behavior, with emphasis on the modeling and
empirical study of cultural evolution, and evolution
of non-self-regarding motives in explaining behavior,
and applications of these studies to policy areas. The
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second is concerned with the causes and consequen-
ces of economic inequality. Besides this famous
work, his related works include, The New Economics
of Inequality and Redistribution (2012). His earlier
work, Understanding Capitalism:  Competition,
Command and Change in the United States Economy
(1992) deals with the issues such as competition and
conflict among nations, classes and races. Bowles
along with his co-economist, Herbert Gintis presen-
ted a critique of contemporary Marxian and liberal
political theory in Democracy and Capitalism (1986)
and examined in detail the relationship between the-
ory and economics while exploring the multifaceted
character of power in modern societies. The Moral
Economy is his path breaking work.

The words ‘moral’ and ‘economy’ originated in
the classical intellectual world and in Aristotle’s
social theory; besides the politics and ethics, eco-
nomy was the third domain of practical philosophy
where excessive profit making and charging of inter-
est were not the moral practices. During the French
Revolution, moral economy was associated with bro-
therhood and social interest. However, in the middle
of the eighteenth century, the ‘moral economy’ got
separated from the morality, and turned out to be
simply a religious concept. The moral economy hen-
ceforth meant to enhance the humanitarian project
with the moral dimensions.

But how the Neoclassical economics is seen,
particularly after the global financial crisis of 2007-
2008, in which the pursuit of self-interest broke the
system and, that has raised the question related to
efficiency of market behavior, decision makings
based on the incentives of self-interest and on the
philosophy of simple monetary gain. Scholars in
recent years have shown much concerns with the
design of economic incentives that keep trying to
figure out the right mechanism, and the proper setup,
that make the self-interest of the ‘nice citizens’ to act
for the greater human welfare. Here is a conflict
between what Neoclassical economics assumes the
rational calculations that maximize utility and how
the behavioral economists have proven that humans
are faulty at making decisions.

Economists in recent years have also shown much
concern with regard to the human-behavioral aspects
where both the incentives, and the moral and human

behavior get prime importance. In fact, the ideal
world of laissez faire never existed and following
World War 1I, gradually the ‘New Economics’
emerged, while adopting the ‘middle way’ from the
capitalism and socialism, turned into the mixed
economy.

Defining the moral economy in the 21 century on
the basis of goodness, fairness, and justice is some-
thing perplexing for the proponents of market econo-
mies. It can be seen that the freedom of choice in the
presence of ethical dilemmas is beyond rationality
and neither idealism nor pragmatic being able to
determine it alone.

But can we ignore the moral basis in our ‘ordinary
business’ of life? The book under review, The Moral
Economy by Samuel Bowles raises several questions
in this regard and tries to show that our basic human
goodness is more effective in decision making than
the financial incentives while self-interested and
amoral attitudes aren’t as such effective in real life.
Incentives work and often affect behavior almost
exactly as conventional economic theory predicts,
that is, by assuming that the target of the incentive
cares only about his/her material gain.

In this context, one basic question addressed in
the book is whether the concept of self-interest and
ethical aspects of economics can work together? In
other words, how the individual’s utility maximi-
zation and altruistic concern for others can be
visualized in a social science framework? Should the
idea of the economic man — the amoral and self-
interested somo economicus — determine how we
expect people to respond to monetary rewards,
punishments, and other incentives? Further, how the
economic man, at the same time can integrate the
moral norms and ethical values of the society?
Bowles convincingly argues that economic incentives
and legal constraints alone will not produce a
flourishing society because good, morally motivated,
people are indispensable.

The author provides evidences to prove that “‘why
do policies and business practices that ignore the
moral and generous side of human nature often fail’.
As indicated by the subtitle, “Why Good Incentives
Are No Substitute for Good Citizens”, he urges us to
question the utility of employing financial rewards
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and punishments instead of appealing to our basic
human goodness. He explains this with an example.

In Haifa, at six day care centers, where a fine was
imposed on parents who were late in picking up their
children at the end of the day. It did not work. Parents
responded to the fine by doubling the fraction of time
they arrived late. After twelve weeks, the fine was
revoked, but the parents’ enhanced tardiness persis-
ted. The counterproductive result of imposing these
fines suggests a kind of negative synergy between
economic incentives and moral behavior. Placing a
price on lateness, as if putting it up for sale, seems to
have undermined the parents’ sense of ethical obli-
gation to avoid inconveniencing the teachers, leading
them to think of lateness as just another commodity
they could purchase. (p. 19)

He attacks the core of Jean-Jacques Rousseau’s
“Social Contract”, an injunction to treat “men as they
are” that takes for granted that we are self-interested
and amoral. This assumption underlies much of our
public policy, legal systems, and organizational desi-
gn today, and as a result, as Bowles says,

material incentives are now deployed to moti-
vate student learning, teacher effectiveness,
weight loss, voting, smoking cessations, the
switch from plastic grocery bags to reusable
ones, fiduciary responsibility in financial mana-
gement, and basic research. All are activities
that, in the absence of economic incentives
might be motivated by intrinsic ethical or other
non-economic reasons. Moreover, fines, re-
wards, and other material inducement often do
not work very well. (p. 16)

After all, moral and ethical aspects cannot be ignored
even in a competitive market economic framework.
However, for an efficient market economy to work, it
is always the trust in human goodness and that is the
reason it looks more ideological than practical in a
real-life situation. This also supports the arguments
that in human behavior analysis, the laws imposed
are not as much effective as right conducts, and
morality that play a greater role.

This book breaks that path of conventional
economic thinking where economic rationality domi-
nates in the decision-making process. On the con-
trary, Bowles argues with evidence that virtue has a
place in economics and that selfishness is not the
only human characteristic in the real world. Thus,
instead of the self-interest-centered approach in any
policy design, the author argues for a synthetic app-

roach where both self-interest and social-preferences
work simultaneously.

In chapter three, the author goes on with
conceptual details and brings evidences. A moral
economy, is an economy that is generally only stable
in small, closely knit communities, where the prin-
ciples of mutuality work. But how to measure the
viability of this in a globalized world where human
contacts are seen less and less? However, while
arguing for moral and ethical behavior in decision
making, the author is a hardcore defender of the
social sciences in economic paradigm. He argues
much convincingly that different customs and poli-
tical cultures influence and condition incentives.
However, in the book he is proposing a paradigm
shift in how we think about our lives and about
economics and explores how the actions we take are
motivated by their meaning. The author emphasizes
the importance of this not only in the area of business
and finance but also for political leaders, policy
makers, and social scientists to understand the issues
because material incentives, such as taxes, fines, or
subsidies, have not been much effective in solving
the contemporary market failure. The author has
excessive evidence which sometimes gives rise to
confusion whether such evidence would be compa-
tible to a market based global economy?

For a common man, this provides an insight in
understanding the relevance of self-interest and
values in decision making in the area of economics
and finance. It gives new direction for the policy
makers also. However, Bowles’ plea to pay attention
to social preferences also points towards practical
problems, as capitalistic social institutions are based
on monetary motives. In this regard, he has argued
that such policies and economic decision making
often turns into failure. Here, the author clearly dis-
covers the self-interested homo-economicus to policy
making process. He rightly asks “why should we
assure in advance that people for whom policies are
being framed are necessarily selfish in their nature”
(p. 15). Using historical and recent case studies as
well as behavioral experiments, the author shows
how well-designed incentives can crowd in the civic
motives on which good governance depends.

Moreover, despite that the author was excessively
repetitive in this regard, one must ask how morals
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and markets would be interrelated? How the right
combination between moral behavior and economic
performance can be used not only to maintain free-
dom and order but also to create common wealth? No
doubt, incentives were deemed crucial to steer
interests and passions in the right direction.

But how the material incentives and social prefe-
rences can work together? In chapter five, the author
illustrates the example of Denmark and UK., who are
confronted with abundant material incentives, yet still
show strong social preferences. Here he demonstrates
that in liberal societies rules of law, rather than the
market, influence civic preferences. This further leads
the author to argue (in chapter six) that material
incentives are necessary but not sufficient for a well-
governed society. Bowles mentions some other case
studies to prove that incentives and social preferences
are an ungainly mix when incentives were not
accompanied by a “moral message” (p. 203).

This book also focuses on the crisis of modern
times prevailing under the capitalism, though the
author does not out rightly reject capitalism but raises
the issues of its understanding of human nature. It
compares and contrasts economic assumptions about
human behavior in conventional economics. He also
explains the 2008 financial crisis through a compre-
hensive theory of human nature. It can be seen that in
the current economic literature, there is an increasing
focus on the behavioral aspects of conventional eco-
nomics as a study of psychology as it relates to the
economic decision-making processes of individuals
and institutions. This points that people would always
make optimal decisions that provide them with the
greatest benefit and satisfaction. In economics, ratio-
nal choice theory also states that when humans are
presented with various options under the conditions
of scarcity, they would choose the option that
maximizes their individual satisfaction. The rational
person has self-control and is unmoved by emotions
and external factors and, hence, knows what is best
for himself. Behavioral economics extends economic
principles by allowing that our decisions are affected
by social and psychological influences, as well as
rational calculations of benefits and costs. This
enriches our understanding of economic and financial
behavior, without necessarily abandoning the analy-
tical power often associated with conventional eco-
nomics.

This book also helps us to understand the finan-
cial crisis of 2008 that occurred due to the irrational
aspect of human behavior, especially of the political
leaders’ decision making, without taking into consi-
deration the moral and ethical aspects related to un-
ethical conspicuous consumerism. Interestingly, du-
ring the financial crisis of 2008, when the borrowers
of the funds could not return the loans, the banks
started to use moral slogans as a strategy to recover
from the defaulters. This however did not work. The
argument is that incentives are not much effective on
the individual or group’s decision making. Though
incentives are still the backbone of market economies
in the capitalistic framework. (p. 301)

The financial crisis of 2007-2008 and its after-
math have led to a debate about the need to consider
the role of ethics and morality in the economic and
financial workings of contemporary capitalism. Such
crises could have been avoided if there were strong
ethics embedded in financial transactions, public
policy, regulations, governance, and business leader-
ship.

Here, the book shows us how economic decisions
are influenced by other than self-interest, by social
norms and preferences, and that economic incentives
and legal constraints will not be solely effective in
economic or financial decision making. As the author
shows, there is strong evidence that moral and ethical
factors motivate the individuals in their decision
making. But the way Bowles has demonstrated this is
worth noting as he explains this with intellectual
breadth and analytical acuity.

The strength of this book lies in its using different
case studies and behavioral experiments with
evidence-based arguments on the workable economic
and financial world of the 21* century. The author
addresses both the common citizens and policy-
makers alike. It is however not much clear how these
moral principles and ethical values can be effective in
an overall competitive macroeconomic framework,
and if the religiosity can influence the behavior of
investors, how the fitness of the “economic man” can
be analyzed in a global financial market?

Islamic economics is based on morality and
ethics. Thus, the purpose behind the review of this
path breaking work is to understand its relevance to
Islamic economics that has emerged as a new para-
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digm in recent decades and the ongoing rigorous
analysis on its diverse field of researches can be seen
in the form of books, scientific research papers, and
PhD theses in prestigious universities and research
centers around the globe.

Although the author has not given any direct
reference to the philosophy of Islamic economics and
financial system in this work, he has repeatedly
argued about the importance of cultural values in
other societies that have developed market institu-
tions working as more ethical-based rather than
purely on self-interest. Many classical Islamic econo-
mic thinkers also drew on the great Hellenic philoso-
phers of the antiquity. In line with Aristotle, they
treated greed, avarice, deceit, corruption, and oppre-
ssion as traits that could be overcome, to one degree
or another, through moral education. But why the
philosophy of Islamic economics could not be imple-
mented with the passage of time in the recent past?
The answer given is that the half-century leading up
to World War II constituted a period of near-
complete separation between religious and economic
thought in the Muslim world.

For an Islamic man, incentives are derived from
the Shari‘ah and Islamic economic hypotheses have
to be based on assumptions derived from Shari‘ah
laws and its social welfare values above material
gains where emphasis is placed on rewards in life
after death. In traditional Islamic society, financial
and economic activities were based on ethics derived
from the Shari‘ah. These realities persisted into mo-
dern times and, although weakened, have not dis-
appeared completely even now. But how far this
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