
Smith's analysis lays the foundation 
for a theory of religious markets, a theory 
in which self-interest motivates clergy just 
as it does secular producers; market forces 
constrain churches just as they do secular 
firms; and the benefits of competition, the 
burdens of monopoly, and the hazards of 
government regulation are as real as in 
any other sector of the economy. Ander­
son (1988) reviews Smith's theory in some 
detail. Posner (1987) and McConnell and 
Posner (1989) apply Smith's insights to an 
analysis of the first amendment's impact 
on religion in America. Iannaccone (1991) 
uses the contemporary theory of regula­
tion to extend Smith's analysis. 

Levy (1978, 1988) also refers to Smith 
but uses Smith's treatment of morals and 
religion to model the ch~rch as a provider 
of information and behavioral restrictions 
that can increase individual utility. The 
model assumes that individuals have 
limited information and non-eonvex utility 
functions, from which it follows that 
individuals' efforts to maximize their 
utility often lead to local, rather than 
global, maxima. Under these circum­
stances, a church's religious and moral 
teachings can function as exogenous 
constraints that steer people toward their 
true optimum. 

Smith's theory has also been subjected 
to empirical tests. Iannaccone (1991) 
examines contemporary data from eigh­
teen countries to see if competition stimu­
lates religious activity. He finds that 
among Protestants, church attendance, 
belief in God, and the perceived impor­
tance of religion are all greater in countries 
with numerous competing churches than 
in countries dominated by a single church. 
Finke and Stark (1988) and Stark and 
McCann (1989) draw similar conclusions 
based on the analysis of contemporary 
and historical data across cities in the U.S. 
Finke (1988) reviews the impact of Ilde­
regulation" in American religious history, 
showing that rates of church membership 
rose as the colonial pattern of. established 
churches and d~ facto religious monopoly 

gave way to a free religious market Hull 
and Moran (1989) draw similar conclu­
sions based on their analysis of a colonial 
church membership time series. As many 
of these authors emphasize, the economic 
approach to religious markets yields 
predictions that contradict the long­
standing sociological assumption that 
religious pluralism undermines religiosity 
and facilitates secularization. 

CONCLUSION 
The nexus of religion and ec0!l0mics is 

complex and multi-faceted. The econom­
ics of religion as defined and reviewed in 
this essay is but one approach to that 
nexus. It is not our intent to tout it imperi­
alistically. Nevertheless, the approach 
deserves serious, scholarly attention. To 
sociologists of religion, the economic 
approach offers a new theoretical orienta­
tion, more systematic, and perhaps more 
fruitful than the diverse generalizations 
previously used to explain religious 
behavior and institutions. To economists 
of faith, the economics of religion provides 
a new way to apply professional skills to a 
subject of great personal importance. And 
even to secular economists with no par­
ticular interest in religion, the topic holds 
out the tantalizing prospect of their 
discipline illuminating yet another area of 
human behavior. _ 
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