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What is the role of morality in the
operation of markets? That intriguing
question, fundamental to Adam
Smith’s work, has been overlooked by
economics for most of the last century,
but lies at the heart of this new volume
of fifteen papers edited by Paul Zak,
based on a large interdisciplinary
research programme at the Gruter
Institute for Law and Behavioral
Research. The book’s span is huge,
taking in cooperation among chimpanzees, the status of moral emotions,
and the role of contract law in encouraging trustworthy behaviour, as well as
areas more familiar to economists such
as the effect of incentive schemes on
employee effort.
The range in subject matter is
accompanied by diversity in quality,
and most readers will find quite a lot to
dislike; the book begins unpromisingly
with William Casebeer’s largely content-free discussion of the ‘cartoon’
versions of the nature of free
exchange, ironically based on unrecognisable caricatures of the positions of
economists such as Joseph Stiglitz. But
readers will also find much to enjoy
and benefit from. Sarah Brosnan documents well the stark asymmetry in the
responses of capuchin monkeys to
inequity in food distribution—the

disadvantaged monkey often becomes
very angry, and may refuse his own
lower-valued meal, while the advantaged monkey is unconcerned, and
sometimes even reaches through the
bars to take his companion’s rejected
meal. Frans de Waal writes of the
reciprocal punishment and reward systems present in chimpanzee groups.
When one chimpanzee is given food,
he is more likely to give some to
another chimp who groomed him earlier in the day. A beggar who tries to
get without having given is much more
likely to be threatened or whacked
away.
Moving to human subjects, Erik
Kimbrough, Vernon Smith and Bart
Wilson report on a laboratory experiment studying exchange and production within and between three small
‘village’ economies. Each village contained two producers and two merchants, and the villagers had differing
levels of expertise in producing the
three goods, ‘red’, ‘blue’, and ‘pink’.
One of the villages came very close to
realising all of the potential gains from
specialisation and exchange, while the
members of another village were little
advanced on pure individual self-sufficiency. While it is unclear what general
lessons can be drawn from this, it is
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fascinating to observe the development of a market from scratch, with
individual experimentation supplemented by chatroom discussions of the
best strategies to adopt. Conversation
in the most efficient village was
focussed around the details of production and trade, with an emphasis on
the whole group’s benefit: player 3
writes that ‘two of us can make more
reds and two can make more blues’,
player 4 that ‘we need extra blues to
trade for pinks’. Conversation in the
inefficient village was far less directed
and less collaborative: the producer
player 10 writes that ‘if I had that [trading] bucket I would’ve bankrupted
every other chat room.’ To a later claim
along similar lines by player 9, the
merchant player 11 responds that ‘you
wouldn’t know what to do with it.’
The article by Kimbrough et al.
exemplifies one of the book’s best features, its willingness to take on fundamental and difficult questions. Peter
Richerson and Robert Boyd explore
the evolutionary origins of free enterprise values, asking “why, given the
current adaptive success of free enterprise societies and the fact that
humans were apparently completely
capable 50,000 years ago, did cultural
evolution proceed so slowly over the
past fifty millennia?” (Or, perhaps,
‘why didn’t cavemen have the
Internet?’) Their answer incorporates
climatic evidence (the high environmental variability of recent millennia
encouraged cultural evolution), the
need for coevolution of biology and
culture (notably the evolution of adult
lactose absorption) and the vulnerability of complex social systems. It is well
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argued and intelligent, using a wide
range of sources to tell an intriguing
story concisely and effectively.
The article by Paul Zak, on the role
of values in modern economies, is
small scale by comparison. But it
demonstrates another of the book’s
themes, an emphasis on the importance of values as motivating forces in
their own right. For Zak, human
beings have evolved values to enable
them to cooperate with unrelated others. These values are supported by
neural mechanisms; for instance, when
a person is trusted his brain produces a
surge in oxytocin, a hormone thought
to induce a temporary attachment to
others. For economic institutions to
function well, Zak argues, they must
be consistent with our evolved values.
Apart from the neurological evidence, which is at present only suggestive, not too much of this is new, of
course. But it is part of a wider, and
long overdue, recognition in economics that the things people believe in
affect how they behave. Joel Mokyr,
for instance, has documented the
important role of Enlightenment ideas
in the Industrial Revolution, while
Deirdre McCloskey has argued that
the bourgeois character virtues play a
crucial role in modern economic life.
In the present volume, unfortunately, the recognition that values are
important can slide over into a view
that they are the most important or
only factors, summarised in the late
Robert Solomon’s claim that “Otherinterest, not self-interest, is the engine
of a healthy free market system.” Let
us stop to unpick that claim. Is it true?
I think the best answer is ‘Probably

WORLD ECONOMICS • Vol. 9 • No. 2 • April–June 2008

To read the remaining 2 pages of this article,
please Log In or Subscribe to World Economics.
Log in at: https://www.worldeconomics.com/Pages/SubscriberLogIn.aspx

New to World Economics?
Register online here:
https://www.worldeconomics.com/Information/Subscriptions.aspx

