The economics of religion

The discussions generated by the recent visit of Patriarch Kirill of Moscow illustrates that even in religion one can observe fierce competitive behavior. In Ukraine, there’s not only the competition within the Orthodox church (between the Russian Orthodox Church, the Ukrainian Orthodox Church and the Ukrainian Autocephalous Orthodox Church) which was highlighted by Patriarch Kirill’s visit, the various Orthodox churches also compete with many other faiths - according to one study by the Razumkov center, ‘52 faiths counting 28,383 religious organisations of 120 confessions and trends’ were present in Ukraine in 2002. 

In fact, such intense competition is likely to be good for religious participation in Ukraine – Laurence Iannaccone of George Mason University, in his survey on the ‘economics of religion’, provides examples of several studies that show that, just like in business, monopolies are bad, even in the case of religion. He finds that measures of piety like frequency of prayer, belief in God, and confidence in religion, is greater in countries where there is competition among many churches (like the US), than in countries where one single church dominates (like in the Scandinavian countries). Moreover, he cites one study that found that more money (per capita) is given to the churches in regions where the church’s denomination has a low market share and where the overall religious market is more diverse.

The above examples show how economists have analyzed the ‘religious market’, where individual churches, like firms, compete for individual’s attention and support. In this competition, churches use business-like practices – one study for example uses historical sources to argue that the explosive growth of Methodist and Baptist denominations in nineteenth century America can be explained by their ‘more effective marketing and superior incentives relative to that of the older Congregational, Presbyterian, and Episcopalian denominations’.

Of course, for economists, the most interesting question is whether religion and religious behavior has economic consequences. Iannaccone’s survey concludes that overall religion’s impact on economic variables (like earnings, economic attitudes, etc) seems to be less than on some other non-economic variables (mental health, crime, etc). At the same time, research by Robert Barro and Rachel McCleary, of Harvard University, finds that church attendance is negatively related to growth, but belief in heaven, and especially belief in hell is positively related to economic growth. 
It’s not so clear whether we can take Barro and McCleary’s finding as clear causal evidence of the effect of religion on growth – indeed, Patriarch Kirill earlier this year speculated that the economic crisis "should encourage people to seek ethical and religious conclusions”, hence he suggests that economic growth affects religious behavior, rather than vice versa.
If, however, one does take Barro and McCleary’s finding as proof of a causal link between religion and economic growth, it does suggest several interesting ways for the Ukrainian government to help Ukraine out of the economic crisis.
