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Economic Underdevelopment
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Cultural Traits Invoked as Sources of 
Muslim Economic Underdevelopment

(1) Fatalism

(2) Personalism
(3) Conservatism

(4) Lack of curiosity

(5) Low ambition

Hamidiye souk (market), Damascus, rebuilt 1879
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Culture vs. Institutions

Cultural explanations
Attitudes rooted in religion � Behaviors 

associated with poor economic performance
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Institutional explanations
Set of social factors (attitudes, rules, customs, 

understandings) � Poor economic 
performance
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Lord Cromer (1841-1917)
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Ernest Renan
Islam is hostile to 
science and 
philosophy

Ernest Renan (1823-92)

Cultural explanations (2)
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Cultural explanations (3)

Bernard 
Lewis
Islam 
dampens 
curiosity, 
imitation 
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Cultural explanations (4)

Avram
Udovitch
Islam 
promotes 
personal 
exchange
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Fluidity of attitudes
� Exchange was personal in medieval 

Europe. It became increasingly impersonal 
over time.
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Fluidity of attitudes
� Exchange was personal in medieval 

Europe. It became increasingly impersonal 
over time.

� Early Muslims were open to outside 
influences. 

� Medieval Islam contributed to scientific 
advances.

� Fatalism was present when Middle East 
was economically advanced.
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They leave unexplained the persistence of 
troublesome attitudes.
• Why did exchange remain personal much 

longer in the Middle East than in Western 
Europe? 
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The persistence of personal exchange 
was tied to 
• persistently small enterprises
• lack of legal personhood
• delay in emergence of standardized 

accounting
• prevalence of oral contracting
• limited use of documents in litigation 
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Institutions supporting personal exchange

Islamic law of 
partnerships

Islamic 
inheritance 
system

Individualism of 
legal system Records of court proceedings on partnership cases: Galata (1682)
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Islamic partnerships
Partnerships 

� were contracts among individuals
� had no standing apart from individual 

members
� ended with death of any partner
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Islamic inheritance system
Assigned mandatory shares to family members

� caused fragmentation of successful enterprises

� discouraged formation of large, long-lived, 
complex enterprises
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Enterprise size and personalism
Continued prevalence of small enterprises 

keeps business personalistic

Store in 
an Aleppo 
bazaar
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Stagnation in business techniques
No need to improve organizational techniques 

� No standardized accounting

� No stock markets
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Onset of underdevelopment

As the West industrialized, Middle East could not 
exploit new technologies of mass production

Modern organizational forms could not be 
borrowed easily, because preconditions absent
� firms require modern bookkeeping
� capital limited in absence of stock markets, banks



21

Responses to underdevelopment

Transplant of
foreign institutions

Corporate law
Banks

Bankalar Caddesi (Street of the banks), 
Istanbul (1850s)
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Responses to underdevelopment

Transplant of
foreign institutions

Corporate law
Banks
Commercial courts
Double-entry

bookkeeping
Stock markets

Bankalar Caddesi (Street of the banks), 
Istanbul (1850s)
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Culture vs. institutions
Once Middle East became clearly 

underdeveloped, 
� curiosity developed about outside world 

� massive imitations occurred
� fundamental institutional reforms were launched

� transition was made to impersonal exchange 
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Islam and economic attitudes
Attitudes treated as 

fixed elements of 
“Islamic culture”
have changed 
over time.

Explaining 
economic 
performance 
requires 
attention to 
institutions.

Wall tiles, 
Iznik, 
Turkey, 
15th c.


