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opinion

By Johan Fourie

How religion shapes an economy

The Protestant Reformation in Europeis 2 good example of the impact that religion can have on wealth,

rive around Harare and you will natice samething very

peculiar, Billboards across the city do not advertise the

latest car model or data bundle or washing powder, In

Harare, by contrast, almast every billboard advertises
church senvices. They all follow & precise fonmwla: next to the photo of the
charismatic spiritual leader is the date of the event and & promise, best
surmnmarised Tnthis example: "Freedorm from poverty/Freedorn From
disease/Freedom from barrenness "The implication: Join us to improve
your matedal wetfare,

O vy wisit earller this year, | spoketo several university
studertts who attend these services. One told the
incredible storyof a pastor who amived one Sunday
rrearning at his church with a truck full of bricks,
These were “blessed bricks! he proclsimed; one
of them built into your hause would, eccording
o the good pastor, alleviabe yvou from material
want, According to the student, he sold each
of the 10000 bricks anthe tuck for $10.The
et ferw even Tetched as much as $50. Do the
maths, It would seem that atleast one parson's
material welfars did improve significantly

This and similar staries rerminded me of
something that happened five centuries aga,
By the 16th cemtury, the abuse of indulgences - 2
payment to reduce the punishmert forsing — had
became a serious prablem that the Cathalic Church in Europe
recognised but was unable to restrain effectively. A young German
prafessar of theology, Martin Luther, rejectad the belief that freedom
fram Gad's punishment for sin could be purchased with maney,
and nailed his Ninety-Five Theses ta the daar of All Saimts' Church
In'Wittenbarg on 31 October 1517, a
date now considered the start ofthe

fstatue of PatinLu
Witrnnbery, Gurmeey,

In a country devoid of

farit The authors assemble a new, highly disaggregated data setan the
degess received by German university graduates fram morethan 2 000
German towns inthe period following the Reformeation, They then split
the sarmple | nbwa: those students who qualified with religious degrees,
and those with secular degrees. The authors are also able to identify
theacoupations of these Gernman graduates, and split the occupational
sample in twn: those wha found work as manks and priests, and those
who found wark in administration and the private sectar,

The results are remarkable, Inthose areas that experienced the
Rafarmation, two things happenad. Firet, the Pratestant
university students increasingly studied secular
subjects, especially degrees that prepared students

far public sactor jobs, rather than church sector-
3 specific theology. Graduates of Protestant
universitias, in contrast to universities that
remained Catholic, also increasingly took secular,
especially sdministrative, ococupations.
Second, the Refarmation affected the sectoral
camposition of fixed investment. In Protestant
= regions, new construction shifted from religious
toward secular purposes, espedially the building of
palaces and administrative bulldings, which reflected
the increased wealth and power of secular lards,
In shat, the Pratestant Reformation changed the
preference for physical and human capital investment
frarm unproductive to more productveactivities. Impartantly,
this reallocation was not caused by pre-existing economic arouftura
differences. Tha interpretation s therefore that itwae the Refanmnation,
and not some ather underkving factor, that resultad in this shift tothe
secularisation of graduste dagrees and theworkforce.
This had profound conseguences Tn the lbng un
With rmare students studying secular subjects and

Protestant Reformation.
Luther's movement, and the ones it

more afthem finding jobs inthe public or private

would kindle elsewhere, heralded anara
of prosperity acrass Morthern Europe.
The Cathalic city-states of Southern

private sector opportunities, .. . iswedof the relgous sector), a procsss of
H H culturzal znd intallectual change was set in motian
rell lous Entl’e I'EI'IEUI'ShI that cul minated, ultimataly; in the enlightenment, the
is a popular calling for

sciemtific revolution and modern economic growth.

Eurape - think Venice — were some of
the weaalthiest in 14th- and 15th-century

charismatic individuals.

Which brings us back to the pastors of 2imbabuwe.
I & eaurtry devald of private sector oppartunities,

Europe. But by the T7th and 18th
centuries, these had been supplartad by cities in the Protestant
Marth, natably in the Metherands and then England.

Many scholars heve linked the Protestant Reformation — at least
indi rectly — o this reversal of forfunes. German sacialagist Max Weber,
for example, argued that the Reformation encauraged the ethics of hard
work, thrift and efficiency, and thax this resutred ina change in savings
bBehaviaur by the fallowers of the new religion, with consaduences far
irvestment and growth. Others highlighted the impactthe new raligian
hed on eracy and education, as it emphesised adherents abiity to read
and write, and that this channel of causation was what prapeled the
Morth forward. But praving these thearles empircally was diffioult.

A new NBER working paper by Davide Cantond, Jeremiah Dittmar
and Naam Yuchtman posits amother channel and finde empircal support

B fimwesk 16 Nowsmber 2017

refigious entrepreneurship isa popular calling

farcharismatic individuals. But If the brightest young minds chaose
prafessians in the religious sector — and the [ttle surplus capital that
there is, being used to fund mege-church buildings {as you will find when
yal drive around Harare) - then Zimbatvwe i expedencing exactly the
oppasite of the Protestant Reformation. Selling *bHlessed bricks® s the
madem equivalent of the 16th-centuny indulgences sold for salvation,

The resuit? Productive investrments in human and phiysical capital
become investrmants | n unproductive activities. The cycle of paverty s
strengthened explomad by religious entraprensaurs who themsehes proft
from athers' hardship. Arewe retuming to the Middle Ages, orwill owr
genaratian's Martin Luther rise Up? m
editorial@finweek.co.za
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