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The Systematic Place 

of Morals in Markets

IN THEIR RESEARCH ARTICLE “MORALS AND 
markets” (10 May, p. 707), A. Falk and N. 

Szech gave participants a choice between 

saving the life of a mouse and receiving 

money. The value of the mouse’s life was 

higher when participants sold it directly to the 

experimenter than when they bargained over 

the price with other participants. 

For the particular comparison they draw 

between selling a mouse’s life directly and 

bargaining for it, the fi ndings mark a substan-

tial advance in experimental economics and 

experimental moral philosophy. We do not 

believe, however, that the general claim that 

“markets erode moral values” (p. 710) can be 

justifi ed by this observation. The real-world 

examples of “immoral markets” chosen by 

the authors—slave trade and the sale of indul-

gences—are extreme cases. It is easy to fi nd 

counterexamples in which markets lead to 

moral improvements. For example, as Falk 

and Szech acknowledge, replacing poten-

tially arbitrarily acting private or state author-

ities with markets can benefi t all affected par-

ties (1, 2) and is a direct moral improvement. 

More important, free markets can sometimes 

even create incentives for their participants to 

morally improve, such as by yielding lower 

returns to vendors who discriminate against 

certain groups of customers (3, 4).

The moral consequences of real markets, 

we think, are mostly determined by the regu-

latory framework in which those markets are 

embedded (5, 6). Falk and Szech’s conclu-

sions reach too far in that they claim to dis-

cuss “the market” without taking into account 

that different markets, while using the same 

mechanism of supply and demand, are sub-

ject to quite distinct rules.

Finally, Falk and Szech’s design, inge-

nious as it is, is unable to answer the cru-

cial question: Which institutional alternative 

to markets would cause less moral erosion? 

Therefore, their critique of the market mecha-

nism does not lead to any constructive policy 

recommendation.
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Response

IN OUR RESEARCH ARTICLE, WE RAN A SERIES 

of controlled laboratory experiments and 

report a causal effect of market institutions 

on moral transgression. Our fi ndings con-

tribute to the literature on the malleability of 

morality in general and the effects of insti-

tutions on moral transgression in particular. 

As we argue in our Research Article, we 

do not aim at questioning market economies 

per se. Markets often improve social welfare 

for market participants in effi ciently allocat-

ing goods (1). Competition in markets may 

also pressure fi rms to reduce discrimination 

against certain groups of workers or cus-

tomers (2). Our research interest, however, 

was not to study effects of markets on active 

market participants but on third parties—

i.e., those who are not directly involved in 

market trading, and who potentially suffer 

from trade. Our study shows that market 

interaction reduces how people value harm 

and damage done to third parties.

To study how markets affect moral out-

comes, we implemented bilateral and mul-

tilateral markets, using the double auction 

institution. This is a well-established and 

widely used market set-up in economics, 

which displays the positive properties of 

allocation mentioned above (3). We delib-

erately abstained from imposing additional 

regulatory details, to allow for more general 

conclusions. As is standard in economics, 

these markets are real, with real participants 

and real incentives. Thus, we are convinced 

that the chosen market institution is well 

suited for the research questions at hand. 

We agree that our f indings raise the 

pressing question of how to design policies 

that mitigate the problem of moral erosion in 

markets. This, however, requires a thorough 

understanding of the relevant underlying 

mechanisms, as we discuss in our Research 

Article. First, markets generate information 

about selling and buying behavior and thus 

provide systematic social information about 

prevailing norms. Second, because trading 

involves at least two parties, market interac-

tions allow traders to share guilt associated 

with immoral outcomes. Third, in markets 

with many buyers and sellers, the notion of 

being pivotal is diffused: Traders may apply 

a “replacement logic” (4), telling themselves 

that if they do not trade, some other trader 

may. These mechanisms potentially play 

a crucial role not only in markets but also 

in many nonmarket contexts. For example, 

in group decision-making, sharing of guilt 

and diffusion of pivotality may contribute to 

moral transgression. In recent work, we used 

the same mouse paradigm and found causal 

evidence that the diffusion of pivotality in 

groups erodes moral behavior compared 

with individual decision-making (5).

We hope that our study laid ground for 

thinking about moral consequences of mar-

ket interaction and that it will stimulate 

research on relevant mechanisms. 
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CORRECTIONS AND CLARIFICATIONS

News Focus: “Insistence on gathering real data confi rms low radiation exposures” by D. Normile (10 May, p. 678). The arti-
cle and the caption for the image on p. 679 incorrectly describe the location of solar-powered radiation monitors and radia-
tion monitors that plug into wall sockets as being Minamisoma. These programs are actually in Soma City. The HTML and PDF 
versions online have been corrected.
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