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Abstract 

l .  

The vision of the latest economic development plan (1997-2001) in Thailand 

has been influenced by the movement which has appe$ed to Buddhism as  the 

foundation for a renewed Thai-style economic system. Besides the works by -~ 
this movement and scholarly works in search of Buddhist economics, there is 

no explicitly developed economic theory based on Buddhist teachings. This 
4 

study attempts to ( i )  develop a theoretical framework for Buddhist economics 

from the fundamental Buddhist principles and (ii) expldre basic features of a 

Buddhist economic system. 

The study first lays out the basic philosophical framework and 

methodology based on the fundamental principles and ethical values of 

Buddhism. It also reviews the existing literature of Buddhist economics to 

place itself in the proper context. I t  then develops a basic theoretical 
d 

framework for Buddhist economics which comprises two parts: positive and 

normative. The positive theory consists of three fundamental axioms which 

characterize the prope ties of economic phenomena: non-self, impermanency /9 and unsatisfactoriness. The normative part consists of the criterion of cost- 

effectiveness and Buddhist principles of act ion~responsibi l i ty ,  harmlessness, 

generosity, and discernment. 

Based on this theoretical framework, the study then identifies the broad 

contours of a Buddhist economic system. The outline illustrates economic 

'activities consistent with the Buddhist principles which comprises the 

acquisition, protection and utilization of wealth. I t  also discusses the 

characteristics of major economic institutions in a Buddhist economy: the 

market, firm, community, and state. The study concludes with some 

constructive suggestions for planning Thailand's long-term socio-economic 

development, should i t  choose to develop a Buddhist economy. 
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Chapter I 

Introduction 
\ 

Background and Scope of the Study % 

Thai nonons of desnny. wkrher grounded rn the pasr 
as sanchon or rn rhefitrure as prophecy, are 

rnexrrrcably lrnked wrrh the promises and gools o f ~ h e  

1. Background c / 
During the past three decades, Thailand has undergone many significant 

changes. Modem economic development began with the introduction of the 

first five-year National Economic development Plan (1961-1966), which was 

developed following recommendations from the World Subsequent 

five-year plans have promoted economic development th the, utilization 

of natural resmrces  and relatively abundant human capi 5 a result, we 

have seen GNP per capita increase from US$100 in 1960 to US92400 in 1994." 

. The World Bank has ceased classifying Thailand as  a poor country sihcc 1990. 

If the advantage of economic growth is to increase the range 4 human 
2 @  , choices, then Thailand can claim to be successful in this regard. Since the 

late 1980s, electricity and basic health care have been brought to most villages. 

Small-scale industry and smgll irrigation projects have also developed 

throughout the count,ry during the same time. As a result of progress in 

medical services and  health service expansion, average life expectancy has 

improved from 56 years in '1960 to 69 years in 1992 (UNDP 1995). The 

benefits of rapid economic growth notwithstanding, costs have been imposed 

' At c u r r e n t  m a r k e t  p n c e  S a t l o n a l  Econornlc and  Soclal Development Board ( S E S D R )  Econornlr 
. h n u a l  R e ~ o r t  (1994) 

.4ccording to L e ~ v i s '  (19551 concept of economic g rowth  



. - 
On society that have npt---ken captured by these numbers.  Many have 

questioned what this development has really achieved for the society. 3 

The dominant negative aspect of the economic progress of the past 30 

years is said to be income disparities, which include an  increasing discrepancy 

between the rich and the poor and also among the regions. In 1993, the total 

income of the top 20 percent of households was an  amazing 15.8 times the 

total income of the bottom 20 percent, increasing from 12.2 times in 19138 

- (NESDB 1995a). Also, the average income of people in the northeast was 12 

times lower than average income in Bangkok, compared to 10 tihc-s in. 1991 

(Ibid.)..  Arguably, other unfavorable side-effects of recent development are 

the deterioration of mental health, natural r&iources and the environment, 

and changing values of society, some of which have led 10 an  'erosio"n of 
a 

traditional virtues. As an  example, more than 75 percent of the forests are 

said to have been destroyed during the past three decades (Ibid.). 

Both the positive and negative effects .of economic progre& have 

accelerated during recent years. , Sharp economic growth at  a rate of 13 

percent in ,1988 marked the launching point of the Thai economy. Since then, 

Thailand has undergone the most phenomenal economic progress in its 

modem history. The country's GNP has grown at an average of 10 percent 

annually during the past seven years (NESDB 199Sb). ? 'he driving factors of 

this continuing rapid growth are said, to be the increase of manufacturing 

output and its resulting exports. hleanwhile, the country has observed a 

decline in its agricultural sector, the traditional backbone of rural economy. 4 

Observing the recent growth, the Thai govemmcnt recently expressed 

the need to incorporate traditional Thai social conceptions into its 

development plan. The 8th National Economic Social Development Plan 

(1997-2001) focuses on human development as the main objective as  well as 

stability and peacefulness in society (NESDB l S 5 a  j. I t  criticizes past 

! For example  P r a w a s e  LVasi I 1989. 1390) S e n  Phongphlt (1988 1989) most  articles i n  Rura l  
9eve lopment  Cent re  ( R L . 3 9 0  S e w s  (15% - present)  

L l a n u f a c t u n n q  o u t p u t  e r p a n d e d  by l !  percent In 159-1 a n d  i t s  con tnbut lon  to t h e  C D P  w a s  31 
percen t .  compared  to t h e  1 1  percent  s h a r e  3f the  t r a h t l o n a l  agriculture sec tor  Bangkok Post 
(Cece-ber  1 5 9 4 )  



development a s  paying less attention to human potential and intellectual 

capability. Furthermore, the plan contends that the education system has not 

been consistent with the Thai community and societal way of life, which is 

historically based o n  ~uddh i sm."  

Towards a Buddhist Economic Development Paradigm 

The new vision of the 8th Plan has been partly influeoccd by the promotion of  

what is called the Buddhist Economic Movement (BEM), which -describes itself 

as  a grassroots-level activity - "in the struggle against poverty" (Phongphit 

1989) .~  The movement focuses its concern on the costs of modern economic 

progress: specifically the disintegration of the agricultbrally based rural 

economy, which constitutes three-quarters of the population. Although ;he 

productivity of agriculture has increased through new technology, the 

condition? for sustainable agriculture have been deteriorating because of 

extensive deforestation. Moreover, because each farmer is a small producer in 

a market, the 'instability of the market pnces for the agriculturai 

products is said to be a major factor contributing to the huge debt of villagc 

families (Phongphit 1988a). 

The BEM believes that the modein economic system has  changed the 

foundations of society, which has critically affected life, the community, the 

environment and the values of society. Economic progress is said to be 

accompanied by "dissolution" of family bonds and community life in :he rural 

areas Wasi 1988). This phenomenm has resulted in 01 mnsse migration of 'L 
rural people into the urban areas, resulting in slums in the cities. Crimc, child 

abuse and prostitution are also said to be rampant (lbid.).' 

it  t ias been s a d  t h a t  95 percent  ~f Th31 p o p u l a t ~ o n  r e ~ s t e r e d  a s  Buddhis t s  regard less  of t h e i r  
pract ices  

j ?he  group of people who par t i c ipa te  in th i s  movement include schola rs ,  social l e a d e r s ,  m o n k s ,  
pol i t ic ians.  ~ n d ~ l d u a l  vi l lagers  .';(;r_) workers ,  some government  o f f ic~a ls  a n d  bus inessmen-both  
T h a s  a n d  foreigners T h e  novemenL e q r e s s e s  i t s  \yew a n d  repor t s  i t s  a c t i i l t t e s  t h r o u g h  t h e  
works  of t h e  Thm 1ns:itute for Rura l  Development (THIRD),  t h e  Village F o u n d a t i o n ,  a n d  t h e  
quar te r ly  RUDOC n e w s  

LVasl c la lms  t h a t  p ros t i tu tes  h a v e  ou tnumbered  m o n k s a n  ~ n c r e b b l e  h i s tonca l  a b e r r a t ~ o n  I t  1s 

sa id  t h a t  t h e r e  a r e  now a b o l ; ~  250 I?GO monks  compared to 500.000 pro5ci tutej  in  t h e  countr).  



, t 

The BEAM contends that the economic system has  changed from 

production for basic consumption to production for the market. This changc 

is a factor that enables "a rich and influential minority to take advantage of 

the poor  majority" (Phongphit 1989: 59). I t  also asserts that Western style 

economic development is the root of the problems in modern Thai economic 
8 development. I t  argues that the' main causes of this change arc Western 

culture, modem education, modern development, a n d  mcdia and 

entertainment, all which mainly serve commercial purposes. Thc negative 

effects of modernization and westernization in Thailand have also b w n  said to 

erode the significance and meaning of traditional Thai Buddhism-its beliefs, 
.= 

practices and  institution* and Buddhist based cultural value.; in nearly all 

aspects of life. 
P 

Thus many scholars and villagers themselves have called for action to 

protect the rural community and its traditional values. They have appealed to 

Buddhism a s  the foundation for a renewed Thai-style economic system. 'Their 
a 

idea is to develop a new development paradigm based on Buddhist principles 

that would revitalize the traditional rural economy. As one  proposal for a 

new paradigm, Wasi (1988), a main supporter of the BEM, offers a Buddhist 

vision of rural development in a controversial but provocative article, 

"Buddhist agriculture." 

According to Wasi, a Buddhist economy has five characteristics. First, 

the mind that understands Buddhist teachings, will have the least greed and 

avoid extravagant spending. Second, production should focus first on selt- 

consumption where basic needs are adequately met. Third, '  production 

technology and ?atterns must be in balance with the natural environment. 

Fourth, an  economic system has to be self-reliant where everyone has enough 

to eat and spend with no  debt. Finally, community welfare has  to be fostered 

through generosity, while Buddhist monasteries must function a s  social 

welfare centers for  the community. Although these main characteristics seem 

a For example .  LVasl (1988 i585j Hewison a n d  P h o h p h i t  (1990), and S ~ v a r a k s a  (1993) 



compatible with Buddhist views in general, i t  should bc noted that they are 

not developed explicitly nor systematically from Buddhist principles.9 

, Desptte the strength of the BEM's argument, the interaction between 

Buddhist values and  the rapid modernization of the economy is complicated 

and has not been clearly articulated by the BEM. Their belief that 

Westernization is the main cause of the problems is debatable. Because 

Buddhism views the cause of the problems as internal to oneself, the cause 

should then be partly attributed to strong desires of the population towards 
10 wealth and ^an ignorance of natural phenomena. Buddhism would rather 

view westernization and modernization as  conditions that accelerate the 

problems, but not a s  the direct cause. 

Historical Buddhist Revitalization in Thailand 

The characteristics of the BEM, which have a basis in Buddhist principles, 

including the involvement of monks in developmental activities, are, 

however, nothing new to the Thai modem history. The Buddhist economic 

movement in Thailand can be viewed as  one movement along a continuing 

process of Buddhist revitalization in Thailand's contemporary history. , Since 

the 19th century, Thailand has gone through several Buddhist reform 

movements. They are seen as  stages in an integral process of the purification 

of religion. The Buddhist revitalization process carries an  ideology of political 

action as  well as  relevant religious conducts for, all different groups of 
1 I people. The BEbI is the most recent movement that carries a similar spirit of 

revitalization, but with the further step of focusing on incorporating Buddhist 

values into the social and economic development strategy. 

9 Hewison (1989 39) In r e \ i e w n g  U'asl 's works noted t h a t  " [ \Vas~]  h a s  a ver?; c l e a r  vlew of & 
Buddhlsrn bu t  ~t  1s certalniy not t h e  s a m e  a s  [ t h a t  of o thers ]  " 

T h e  s t u d y  clarifies t h ~ s  a r g u m e n t  f u r t h e r  in t h e  following c h a p t e r s  when  d s c u s s i n g  Buddhist, 1 
phdosophy  

: I  T a m b i a h  (1976) o b s e n e s  t h e  soclal dynamic of T h a  history a n d  notes  t h a t  T h a s  belleve In 
p rogress ,  a l though  t h a t  progress  h a s  t o  be a  cornb~nat lon between t h e  iml ta t lon  of ce r ta ln  \Yestern 
technical achlevernents  a n d  t h e  presewat lon  of Buddhlsm 



During the 1850s, King Mongkut initiatcd a major rcform regarding 
12 monastic disciplines. Based on the study of the I 'c~l i  Canon, the original 

texts of Buddhist teachings, the King saw serious discrepancies between the 
13 Buddhist scriptures and the actual practices of Thai monks.  'I'hus hc 

\ 

reformed the monastic'disciplines by basing them on the traditions practiccd 

during the historical Buddha's time. This historical Buddhist rcvitaliza tion has 

not only improved m a n h  standards of monastic practices compared to the 

period before, but also b h had several repercussions o n  contemporary 

Buddhist reform movements in Thailand. For c ~ a m p i c , ~  there wcre two 

periods during which the promotions of both doctrinal and  organizational 

aspects of Buddhism were the main focuses of the movements: the 1930s and 

the 1960s. The former period was driven mainly by laypersons, whereas the 

lat'ter was maintained primarily by scholarly and activist monks within a 
3 

s h e m  of monastic education. Regardless of the main actors, the spirit of the 
\ 

mokements throughout history has been the same in terms of scripturalism, 
14 

in tellectual'ism, and  rationalism. 

The movement in the 1960s began with the state-sponsored 

Dhammaduta (missionary) program. The program provides an  opportunity 

for monks to participate in development as  well a s  to promote Buddhist 

teachings and morality in rural areas and areas with minorities such a s  the hill 

tribe people in northern Thailand (Tambiah 1976). Besides the state- 

0 

l 2  T a m b i a h  (1976 1978),  L r s c h  (1978) .& a resul t  of the  reform. L n g  XIongkut s e t  u p  t h e  
Dharnrnayut ,  " those a d h e n n g  to t h e  doctrine,' ln  contrast  to t h e  1 l a h a n i k a ) a  m a j o n t y  of t h a t  tlrnc 
T h i s  reform h a s  c r e a t e d  two Buddhis t  sec t s  19 T h a d a n d ,  each wlth d f f e r e n t  rnonast lc  ru les  for 
m o n k s ,  b u t  wi thout  h s p u t e s  over  t h e  d w t n n e s  a n d  behefs Tarnblah (1976) rna ln ta ins  t h a t  t h e  
T h a l  s e c t a n a n  s p L t  s i tua t ion  1s drarnatlcally h f f e r e n t  from those  of h l a h a y a n a  Buddhlsrn In Chlnn 
a n d  J a p a n ,  which have  h a d  a t ra+t ion of "separatist r e h ~ o u s  sec t s  " L r s c h  (1978) also 
h s t i n g u i s h e s  s e c t a n a n l s r n  in T h e t a v a d a  Buddhlsrn from t h e  problem of 'heresy" a n d  ~ t s  resolution 

' 

a s  in C h n s t l a n l t y  
b 

T h e  Importance of t h e  Pall Canon is h s c u s s e d  in s e c t i d  3 

'1 Tarnblah (1976) notes  t h a t  - s c n p t u r a h s r n "  In T h a d a n d  h a s  been a process  of severa l  in te rpre ta t ions  
of t h e  canonical t r u t h s  a s  e i ther  consistent with o r  not lnval ldated by t h e  causal .perspect ive of 
positive sc4ence H e  also reflects t h a t  T h a  ' s c n p t u r a h s m "  does not conc lus~ve ly  fit wi th  t h e  
definition p m w d e d  by C e e r t z  ( I%) ,  qooted m Tarnbiah. in h i s  rnanifestat lon of ~ t s  irnphca;ions 
into I s lam c a s e s  in Indonesia  a n d  Xlorocco Accordng  to Geer tz ,  s c n p t u r a l l s m  l e a d s  to  a n  
idealization of religion which is comblned with na t lonahs t  self-assertion, w h e r e  t h e  s c n p t u r a l l s t s  
a r e  left beh lnd  a t  t h e  e n d  of t h e  process 



sponsbred program, there arc several activities organized by local monks who 
*- 

15 established fore% monasteries throughout the countryside rcgions. Thcse 

foresta'rnonks, t h d i g h  their practices, have been active in revitalizing the 
" traditional form of Buddhism practiced during the historical Buddha time. 

They either seek enlightenment for oneself, or  provide dhnrnrn~z teachings to 

lay people, or engage in other tasks to improve the conditions in the society, , 

16 or a .combination of these. 

A strong commitment by monks to Buddhist values has also 

encouraged many local leaders, including school-teachers and local traders, to 

focus on the original Buddhist teachings based on  the I'ali texts. This 

contrasts with the more popular rituals and ceremonies that are widcly 

practiced. The local leaders, in cooperation with monks, are the main 
" 

supporters, if not leaders, of community developments in villages across 

Thailand in recent years. They are also the main actors of Huddhist 

revitalization and the BEM occurring aince the' 1980s. 

The emerging Buddhist economic movement in Thailand has becn 

stimulated by the work of its leading thinkers and activist g roups  from othcr 

countries. The Buddhist State Revolution of the late Prime Minister U-Nu in 

Burma and  the Sarvodaya Movement in Sri Lanka are thc best known 

examples. These political movemepts are viewed as  explorations for a model 

of "Buddhist socialism" in c o u n b e s  that have Theravada Buddhism a s  a 
17 national religion. The movements in Burma and Sri Lanka have also sparked 

e 

interest among Buddhist scholars to examine the Buddhist vision of an  ideal 
18 community. 

l 5  Phongphl t  (1988) rexlews eight  d f f e r e n t  developmental activities lead by most ly nor theas te rn  
m o n k s ,  t h e n  concludes t h a t  it  IS t h e  v l r tues  of t h e s e  monks  t h a t  I S  t h e  mos t  effective factor  In t h r  
success  of t h e  communi ty  development  projects 

l 6  Phongphlt  (1988) p m w d e  a s s e s s m e n t s  of t h e  forest Buddhlst  t r a d t i o n  In T h a l l a n d  a n d  i t s  legncy 

' -  T a m b i a h  (1976) a n d  S \veare r  (1986) a rgue  t h a t  th i s  tqpe of polltical p a r a d g m  w a s  appealing in t h e  
Buddhis t  c u l t u r e s  of .&la a t  t h e  e n d  of the  colonial e r a  a n d  t h e  b e p n n f n g  of t h e  modern  na t lon-  
s t a t e  

i 8  For  e x a m p l e ,  S a r k i s y a n z  (1565) a n d  S r n ~ t h  (1978a,  1978bj The l i t e ra ture  regar thng  t h e  h d d h l s t  
political economy is d s c u s s e d  furth,er in Chapte r  3, literature revlew 

. 



The Need to Develop a Structural Framework of Buddhist Economics 

In opposition to the BEM, some interest groups and scholars consider the 

Buddhist economic reform movement only as the basis for opposing cconomic 

growth and technological progress. The main pro -orients of this group are f 
politicians, bureaucrats, business groups and scholars who support thc current 

path of economic growth and modernization. They believe that an cconvmy 
P 

with a continuously high growth rate will eventually eliminate the problem of 

unequal income distribution in the long run. They also dismiss Buddhist ' 
10 ideas as  either a return to backwardness or romanticism. The debate 

between the refbrrn group, whose ideas are based on traditional Uuddhist 

principles, and the group - w h o  prefers the current path of economic 

development has always been central i; setting many development policies in 

~ h a j l a n d . ~ '  . : 

The debate, however, has not been constructive for two reasons. First, 

no comprehensive economic theory based on Buddhist ethical foundations has 

been developed *to enable us to jerify whether the ethical foundation of 

Western-style economic development, or capitalism, is incompatible hri t h , 
Buddhist values. Second, based on the lack of such fundamental knowledge, 

we are unable to evaluate current economic development i,n Thailand against 
--/ \ 

Buddhist principles, let alone justify what is called the practide of Buddhisl 

economic deve lopme~t  in various parts in Thailand. 

Besides 'the works by the BEM and scholastic works in the field of 

Buddhist political economy as noted above, both Western and Thai scholars 

have shown the impact of Buddhism on their models of economic 

d e v e l ~ ~ r n e n t . ~ '  Although these studies have based their arguments on 

Buddhist principles, there is no benchmark ,economic theory developed 

explicitly from' the teachings. Some studies have applied parts of the 

:9 Phongphl t  (1989 1-7) dismisses t h e  t jp ica l  criticism of the  movements  a s  belng " n o s t a l ~ a  for a lost 
parachse" by sugges t ing  t h a t  t h e  two sldes were ' t a k n g "  chfferent l a n g u a g e s  In analyzing 
c o m r n u n ~ t ~ d e v e l o p r n e n t  LVith different pre-an+tical  mews  of t h e  \quag: c o m m u n i t y ,  both t h e  
approaches  a n d  solut ions a r e  a c c o d n g l y  d f f e r e n t  

M S a k a b u t r a  (1988) d i scusses  several  aspects  of rural development pollsles in  t h e  p a s t  a n d  provldes a 
bas i s  for differences a m o n g  several approaches 

See  t h e  literature r e v l e u  in Chapte r  3 



teachings to assert their arguments, which may be consistent 

. interpretation of the teachings in general. The method, however, 

holistic spirit of ~ u d d h i s m . ~  What is needed is a clearly defined 

theory, developed in a systematic way from the fundamental 

principles. 

9 

with the 

lacks the 

economic 

Buddhist 

2. ' - Objective of the Study 

Although a major goal of the BEM is based on Buddhist principles, to date no 

comprehensive assessment of whether its vision and various practices are 

consistent with the original teachings of the Pali Canon has been carried out. 

I t  is also mclear  whether Buddhist ethical values contribute positively or 

negatively to economic development. 

The thesis, therefore, attempts to examine these issues by providing a 

theoretical framework of Buddhist economics developed from Buddhist 

teachings in the Pali Canon. To adequately examine these issues, the thesis 

addresses the following questions: 
t 

1. What does Buddhist economics look like in theory? 

2. How would a Buddhist economic system operate in practice? 

The answers t o  thesd questions are also expected to f i l l  part of the gap 

in the existing literature of Buddhist economics. Moreover, the answers might 

help4to provide a structural framework for planning Thailand's long term 

social and economic development, i f  i t  chooses to develop towards a Buddhist 

economy. 

3. . Methodology and Scope of the Study 

The study consists of seven chapters. Following this introduction, Chapter 2 

explores the fundamental philosophy and ethical values of Buddhism that 

relate to economics. The chapter provides the basic philosophical framework 

and the methodology for developing the analytical framework in Buddhist 

economics. I t  explains the importance and role of economic well-being in the 

22 T h ~ s  i s s u e  is discussed f u r t h e r  In t h e  I ~ t e r a t u r e  reLiew 



10 

Buddhist teachings, and also iHustrates fundamental IJuddhist social and 

economh ethics. The philosophicafframework also provides a background in 
- Buddhist principles necessary to review the existing literature of Buddhist 

economics in chHpter 3.'= While reviewing the literature in chapter  3, the 

study also notes its shortcomings and places itself in the proper context in the 

field of study. 

Chapter 4 develops a basic framework of analysis in 13uddhist 

economics. The framework comprises three fundamental axioms that 

characterize the properties of economic phenomena, and  the goal and mcans 

of economic activities. The axioms are: (1) all economic phenomena are the 

results of interaction among conditional factors, (2) the continuous interaction 

among factors gives rise to a dynamic and interdependent system among 

economic events, and  (3) an economic activity is an  attempt to -eliminate 

unsatisfactoriness which is caused by ignorance F t  the process of 

interaction.- The goal of economic activities is to effectively elimjnate 

unsatisfactoriness while maintaining stability in the system. The effectiveness 

can be achieved through actions that are both cost-efficient and skillful. 

Moreover, based o n  the axioms, the study also derives Buddhist principles of 

actions that provide a systematic guideline for effective actions. 

The study applies the axioms, the criteria of effectiveness and the 

principles of actions to identify the broad contours of a Buddhist economic 

system. Chapter 5 describes the type of economic activities consistent with 

the Buddhist principles. Three main activities are discussed: acquisition, 

protection and utilization of wealth. Chapter 6 outlines thc characteristics and 

roles of major institutions in a Buddhist economy: the market, firm, 

community and state. The discussion includes an  assessment of the practice 

of the Buddhist ecoqomic movement in Thailand and  also constructive 

suggestions for planning Thailand's long-term development toward a Buddhist 

In genera l ,  a  c h a p t e r  on l ~ t e r a t u r e  re\leu. should follow the  ~ n t r o d u c t l o n  c h a p t e r  T h i s  IS  not t h e  - 
case h e r e  because t h e r e  a r e  severa l  B u d d h ~ s t  concepts used in t h e  l ~ t e r a t u r e  t h a t  need c l a n f t c a t ~ o n  
for r e a d e r s  in t h e  he ld  of econorn~cs  



1 1  

economy., - Chapter 7 concludes the study with few comments of its 
-2 

contributions and suggestions for further research. 

The study js based on  documentary research, interviews and  descriptive \ 

analysis. The study uses Buddhist scriptures of-the Pali Canon in Theravada 

Buddhism, the Buddhist sect in Thailand, as the source material for.Buddhist 

principles. These scriptures are said to be the original and earliest texts in 

Buddhism, being first written more than 2500 years ago.24 They a r e  generally 

recognized a s  the direct teachings of the Buddha and his disciples at that time. 

The primary reason for using the Pali Canon in this study is a n  attempt 

to base the theory on  the original teachings of the Buddha a s  much as is 

possible. The canonical texts of Buddhism, as  with the core texts of other 

religions, are said to be complex, paradoxical, and ;apable of different levels 
B 

of inthrpretation at critical points (Tarnbiah 1978).~' I t  has been contended 

that the only way one can understand the teachings is through examining 

them with a concentrated mind--one which is calm and stabilized to a 

sufficient degree--and the r~  attaining the insights by o n e ~ e l f . ' ~  This is a view 

shared among most meditation teachers in Theravada Buddhism. The 

interpretation of the teachir~gs is, therefore, based mainly on  my 
i 

understanding, and a s  such, a$y errors arising from the interpretation related 
27 to this study are solely my own. 

2: Lopez (1995 4-6) d s p u t e s  t h e  assumpt ion  t h a t  t h e  P a h  tex t s  represen t  o n p n a l  Buddhlsrn by 
not ing t h a t  t h e  o n g l n a l  t each ings  of t h e  his toncal  Buddha a r e  d f f i c u l t  t o  recover  S e v e r t h e l e s s ,  he 
irnpLcitly recognized t h e  Pal l  t ex t s  of t h e  Theravada  school a s  older  t h a n  al l  o t h e r  t e x t s  in h f f e r c n t  
B u d d h e t  t r a d t i o n s  

2 5  T h e  in te rpre ta t ions  of Buddhis t  teachings a r e  sa id  to  depend  largely on t h e  prc -ana ly t ica l  
backgrounds  a n d  percept ions of each i n h n d u a l  T h e  s i m ~ l a r  a n d  d f f e r e n t  vle\vs  of secondarl .  
sources  a r e  r e w e w e d  i n  C h a p t e r  3 

2-e for example  .L\)ahn Surnedho (1995) 

Z -  It would be fair  to  t h e  r e a d e r s  to note t h a t  rny interpretat ions of Buddhis t  t each ings  basically 
follow t h e  t r a d t i o n  of forest rnonas tenes  in T h a d a n d  The  core interpretations of t h i s  t r a h t i o n  can  
be found in a s e n e s  of t each ings  by,  for example.  Ajahn Chah  (1980. 19920 1992b) .  .\jahn > laha  
bows (1994). Ajahn Lee Dharnmadharo  (1987). .Ajahn Surnedho (1995). a n d  o t h e r s  



Chapter I1 

~unharnental Principles in Buddhism 

Philosophy and Ethics 

Hunger IS  the severest arlmenr. 
Llfe rn rhe cycle of exrstence rs the worst sufferrng, 

vane knows thrs tmly as r r  IS .  

[hat I S  nrrvana, hrghesr hirss 
(Dhammapada XV 203)  

1. Introduction 
Buddhist teaching is based on the enlightened knowledge of the Buddha who 

lived in India around 500 BC. The word 'Buddha' literally means 'awakened.' 

He is said to be awakened to 'the way things are' or dharma. Dharma is the 

fundamental doctrine in Buddhism that describes the true knowledge of life 

and nature. By attaining this knowledge, the Buddha achieved what 

Buddhists believe is the final state of bliss: a state marked by the absence of 

suffering. To reach this' state, called nirvana, is the ultimate purpose in a 

Buddhist life. 

Dharma is said to exist and would exist whether the Buddha existed or 

not because dharma is itself the true nature of life and phenomena. The 

Buddha only discovered o! was awakened to this knowledge; he did not 

create it. l i e  had n o  power to provide enlightenment to anyone, but could 

only teach i h e  doctrine and guide others to achieve awakening by themselves. 

In its true spirit, Buddhism is not a philosophical system in the Western 

sense, but rather a way of life leading to enlightenment. I t  is a way to 

understand the true nature of life and phenomena by developing an  intuitive 
X 

awareness of reality. In Buddhism, every human is able to achieve 

enlightenment by developing insight into the dharma. 

Buddhist teaching, therefore, focuses on how one should live a life that 

ultimately leads to enlightenment. I t  is summarized in the doctrine called the 



Four Noble Truths. I t  is this doctrine that the Buddha taught in the First 

Sermon, and  which describes Buddhist fundamental view of life. I t  consists of 
* 

four messages: (1) there is'suffering in life, (2) there is a cause of suffering, (3)  

there is a n  end  to suffering, and (4) there is also a way of training to end 

suffering. 

T h e / F m r b b b l e  Truths give four functions that a Buddhist should 

perform to attain enlightensmen t: to comprehend suffering, to eradicate the 

cause of suffering, to realize that suffering can end, and to practice the path of 

liberation. In general, the Buddhist way of life'should follow four steps: to 

locate the problem, to diagnose the cause, to envision the solution, and to 

prescribe the remedy. These four steps are considered the central 

methodology in Buddhism. The Four Noble Truths are applied throughout 

this study to pr3vide, the philosophical foundations of Buddhism that form the 

basis of a Buddhist economic theory. 

This chapter focuses on  Buddhist philosophy and  thc cthical I 

foundations that relate to economics. After this intro tion, the teaching of / 
the Four Noble Truths is presented in Sections 2 and 3. The Truths arc 

divided into two parts: the problem and the solution. The first part discusses 

the first two Truths which form a framework for investigating and  -analyzing 

the foremost problem in human life, i.e. suffering (Scction 2). The second 

part, the solution, consists of the last two Truths: the characteristics of the 

goal and the Buddhist way of life (Section 3). 

I t  will be clear f r o q  the discussion in Sections 2 and 3 that there is a 

defined system of ethics internalized in Buddhist teachings. 'I'hese ethics f t k n  
I 

the Buddhist way and  means of living an economic life in harmony with the 

true nature of life and  phenomena. Economic livelihood is considered a part 

within the Buddhist way of life.. That is, although Buddhism recognizes the 

importance of economics, economic activity cannot be separated or practiced 

by itself. Instead, i t  is interrelated with all the other factors in a Uuddhist life. 

The inter-relatedness of all factors in human life characterizes the holistic 

feature of Buddhist teachings. The fundamental Buddhist social and economic 

ethics are summarized in Section 4.  The summary follows in the last section 
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The Buddhist view of life and the ethical system discussed herc provide 

methodological foundation for reviewing the secondary literature related 

economics in Chapter 3, developing a 13uddhist economic theory 

in Chapter 4, and  outlining Buddhist economic activities and  institutions in 

Chapters 5 and  6 respectively. 

The sources of literature are the Buddhist texts and scriptures of the 

Pali Canon in Theravada Buddhism, which is the Buddhist sect in ?'hailand." 

They are the teachings found in the earliest records, so  called the l'i-Pitaka 

(the three baskets): the Vinaya Pitaka (the Disciplinc Collection); thc Sutta 

Pitaka (the Discourse Collection); and the Abhidharma I'itaka (the Higher 

Doctrine). Buddhist doctrinal words in Pali, the common language used in 

Theravada texts, are noted after their English translation in [ 1 .  The Pali terms . 

in this text are meant to introduce root words whose precise meanings may 

not have English equivalents. Some words that are widely known in Sanskrit, 

i.e., dharma, karma and nirvana are, however, noted in their popular form. 

All scriptural sources are referred to in abbreviated forms, which are noted in 

the footnote section, based on the translation of Buddhist Scriptures by . 
several scholars. All abbreviations used are explained in the Bibliography. 

2. The Buddhist View of Human Life 

The most important doctrine in Buddhism is simply called the 'Noble Truths' '--. 
because understanding these Truths thoroughly i s  the way to bring t h b  

highest benefit to oneself and others by ending suffering. In Buddhism, there 

are two levels of truths: conventional and ultimate., Conventional truth is the 

empirical, relative- phenomenal level of truths that are named a n d  labelled in 

order to be validly understood. In contrast, at the absolute level, existence is 

a mere process of ever-changing physical and mental phenomena within 
'---\ 

1 t 
r 

T h e r a v a d a  ~ u d & i s m  o r  t h e  *Doctrine of t h e  Elders" 1s t h e  school t h a t  covers  Sn L a n k a ,  B u r m a .  
T h d a n d .  Lao a n d  C a m b o d a  T h e  o ther  m a n  sect is t h e  *hfahayana"  school which  covers Tlbet 
hfongoha.  C h i n a .  Korea a n d  ,Japan The hf fe rences  between t h e  t k r . 0  schools a r e  focused m a n l y  on 
t h e  c e n t r a l  rexts  on which each school bases  i t s  teachings iL\.hde Th-eravada b a s e s  t h e  t e a c h ~ n q s  on 
t h e  P& Canon ,  o t h e r  schools may  base  the l r  central  t e a c h n g s  o n  h f f e r e n t  t e x t s .  such  a s  t h e  L o t u s  
S u t r a ,  which were  malnly w n t t e n  In S a n s k n t  See .4ppen&x .A for f u r t h e r  d s c u s s l o n  on 
&fferences a m o n g  schools 



which n o  real entity, nor any  abiding substance can ever  be found.! The 

Noble Truths a re  real in conventional terms, al though the understanding of 

them will lead to insight into the absolute truth. 

"There is s u f w n g  in life" is the first statement of Buddhist teaching. 

Suffering [dukkha]  includes unsatisfactoriness, unbearableness and 
B 

disdatisfaction.' (See Appendix H: Classifications of Suffering in Human Life.) 

The  Four Noble Truths  [ariyasacca] focus on suffering---the central problem of 
4 human life. I t  starts with a n  investigation of suffering, the first Noble TrutQ, 

and  its cause, the second Noble Truth. These two Truths  constitute the 

Buddhist view of human  life and nature. While the first Noble Truth is about 
4 

the comprehension of suffering, the second Noble Truth analyzes the cause of 

suffering. The Buddha observed that suffering in life arises w h e n  there is a 

craving for o r  clinging to impermanent phenomena d u e  to ignorance [avijja] 
5 about the true nature of life and  phenomena.  'The idea of suffering in human 

life is fundamentally derived from a set of Buddhist hypotheses about  human 

beings and  nature.  These hypotheses arc first discussed to provide the 

background for the Buddhist understanding of suffermg. 

2.1 Three Chnracteristics'of Nature 

In ~ u d d h i s m ,  the true nature of all things and phenomena,  both natural and  

man-made ones -a re  sa id ,  to have three basic characteristics. They are: (1) 

- withou t-a-self ' [ana tta], (2) impermanence or transience [anicca] a n d  (3) 
., 

suffering or unsa t i s fac to r in t .~~  [ d ~ k k h a ] . ~  These three charactenstics are 

2 Emstence here  includes both beings wlth consciousness, a n d  th lngs  w ~ t h o u t  consciousness  

3 T h e  kvord d u k k h a  h te ra l ly  m e a n s  unbearab leness  Based on t h i s  o n g n a l  m e a n i n g ,  s o m e  painful 
feelings, such  a s  physical p a n  t h a t  a r e  bearable  a n d  do not e v e  nse to act ions a r e  classified a s  a  
n e u t r a l  feeling Hurnphreys  t198;i notes  t h a t  although d u k k h a  1s usual ly t r a n s l a t e d  in to  s u f f e r ~ n g .  
i t  signifies r a t h e r  d s e a s e  in the  sknse of &scornfort, f rus t ra t ion  o r  h s h a r m o n y  w l t h  t h e  
e n \ i r o n m e n t  

v i n  I 10. .A 111 61. S V 422,  S L Li l ! ,  for examples 
% 

5 ignorance In Buddhism does not mean  lack of educat ion,  but  r a t h e r  lack of t h e  capac l ty  for t r u e  
d s c e r n m e n t ,  o r  lacking knowledge of t h e  Xoble T r u t h s  Ignorance h a s  t h e  s a m e  m e a n i n g  a s  
delusion about  t h e  t r u e  n a t u r e  of hfe a n d  phenomena ,  o r  wrong blew of e n s t e n c e  

5 i '~. 1 T h e  usua l  o rder  is impermanence ,  suf fenng  a n d  non-self They a r e  r e - o r d ~ r e d  h e r e  In t h ~ s  
way  for t h e  purpose of e.cplanation 



always presented in, or connected with, cvcry existing thing and 

phenomenon, To  see things as they really arc, or  to have insight into 

dharma, means to perceive existence i'n the context of these three 

characteristics, each of which is discussed below. 

(1) All phenomena arc  without-a-self or without-substance [sabbe 

dharma anatta].' There is not an abiding or real sclf, nor a n  atrnnn (or soul) 

that is eternal in Buddhism. What we usually call 'self' is a mere process of 

physical and  mental phenomena. This perception of 'sclf' is only a temporary 

entity, made u p  of a desire to exist and clinging to the perception of thc 

present existence. The anatta concept can be compared to the existence of a 

'car.' Once we break down all parts of a car into pieces, what we have left is 

only tires, metal, seats, and so on.  No real car exists, but only a right 

combination of parts. that are carefully put together, with the word 'car' 

attached to the combination. Similarly, what we  call a 'being' or ' I '  is only a 

convenient name or label given to the combination of the body and mind. In 

Buddhism, the view of 'I  am' is an imaginary and false belief which has no 

corresponding reality and produces harmful delusion. The delusion of ' I , '  or 
8 'mine,' or 'self' is regarded as an ultimate root of all unwholesome actions. 

(2) All conditioned things are impermanent [sabbe sankhara anicca]. 

Conditioned things [sankhara] include all things and pht.nom&na whatever in 

the world, which come into existence because of causes and supporting 
9 conditions. Gtistence in Buddhism is viewed as  the arising, changing and 

vanishing of forces; there is no self. The physical body and mental activities, 

for example, are impermanent because all things that arc subject to arise, arc 

subject to change and then to disappear. Impermanence happens with 

everything not only beings, but all phenomena in the rvo.rld, i f  they arc 

' T h e  a n a t t a  concepr is appi led L O  ' dhar rna '  not ' s a n k h a r a '  a s  t h e  o t h e r  t w o  f e a t u r e s  D h a r m a  here 
m e a n s  t h e  object of  t h e  mind whlle s a n k h a r a  m e a n s  ' the  act  o i  forrnlng' o r  t h e  s t a t e  o i  h a v ~ n e  
been f o r m e d . '  t h a t  1 3 ,  c o n h ~ o n e d  th lnps  d e  o n 1  s ta te '  u h l c h  15 s a l d  to  be n o n - a n a t t a ,  a n d  also 
n o n - a t t a .  In Buddhism IS  n i m a n a  

T h e  next  sub-sect ion discusses  hou sell-delusion, or  Ignorance, is  a root of all  un\vholesome actions 

' The  only u n c o n l t ; o n e d  in S i d d h i s r n  1s n1r:ana 



10 conditioned by something. Whether i t  is a man-made phenomenon. or a 

natural one, once the conditioning cause changes, the effect will also change 

and so will the phenomena. There is, therefore, no unchanging conditioned 
11 existence, but only an ever-continuing flux. 

(3) All conditioned things are suffering or unsatisfactory [sabbe 

sankhara dukkha]. Suffering is largely the effect of a being's reaction to 

impermanent phenomena. By ignoring that all things are subject to change,. 

one can not let go of a craving for or clinging to.. all things, therefore one is 
12 dissatisfied and thus suffering.   he process of suffering is conditioned by- 

karmic actions and reactions among individuals. Each individual comes into 

being through the karmic interactions and has no real permanent identity. 13 

These three characteristics are applied to the existence of all phenomena 

in the world. They are the most fundamental view of life and phenomena in 

Buddhism. In Buddhism, the understanding of the world in the light of these 

three characteristics will lead one to the ultimate end of suffering. All practice 

in Buddhism, therefore, is aimed at achieving more understanding of these 

three characteristics, while suggesting the way of life that is consistent with 
i 

this understanding. The study directly derives the basic axioms of Buddhist 

economics from these three characteristics in Chapter 4. 

2.2 Diagnosis of the Cause of Suffering 

Buddhism regards suffering as a reference point to prescribe a way to live 

one"s life in a beneficial way. Suffering, however, has to be understood in the 

context of the three characteristics of nature. The understanding of life in this 

context is crucial to cease suffering because i t  will remove delu6ions of seeing 
8 

-- - 

lo In Buddhism, there are four types of beings dwlded by the way of their  generations They are 
womb-born (cats ,  dogs, e tc . ) ,  egg-born (birds etc ) ,  moisture-born (worms etc ) ,  and  spontaneous- 
born belngs (gods, ghosts, etc ) (D 33) 

1 '  Narada Maha Thera  (1973) summarized tha t  although the whole process of psycho-physical 
phenomena,  or  the five aggregates, which are constantly becoming and passina away.  is called in 
conventional te rms the self, '  lt is merely a process, not an identity 

12 See S a r a d a M a h a  Thera  (1973) for a companson of several modern sclentlsts a n d  p h ~ l o s o p h e ~ s  
Llew with Buddhist teachlng on these three charactenstics 

13 ' So  god, no brahma can be found, no mat ter  of this  wheel of hfe, just bare phenomena roll 
dependent on conht ions  all " (Fmm Vlsuddhunagga, quoted In Narada hlaha The ra  (1973 240) 



existence as  permanence, happiness, and having an  etcrnal self. Based on  the 

insight into these characteri tics of nature, one can develop an  attitude of non- I 
clinging toward existe.nc$ and subsequently can[ cease suffering. To 

understand the mechanism of uprooting clinging anddelus ion ,  it is necessary 

to explore how Buddhism diagnoses the origin of suffering, or  the second 

Noble Truth. a 

The second Noble Truth [samudaya] states that "all suffering has 

craving [tanha] as  its cause." Craving is a strong desire associated with 

clinging to sensual pleasures, to the state of being, and to the state of non- - 

/ being, and is, fundamentally, conditioned by delusion. In Buddhism, 

delusion about the true nature of existence is also termed 'ignorance.' 

The chain of causation among factors-ignorance, craving, and 

. suffering-is explained by the law of dependent co-arising. The intention 

arising along the chain, however, ripens into conditions in life over space and 

time through the law of karma. The law of dependent co-arising and the law 

of karma constitute the Buddhist view of conditionality [idappaccayatal-the 

natural law governing the material and mental conditions in life and the 

world." Conditionality means phenomena d o  not exist by themselves, but are 

caused to arise and be sustained by some underlying conditions. I t  explains 
F 

how suffering arises, how individuals react to it, and how the outcome of 

actions affects them and the society. While the law of karma is a general 

mechanism of conditionality, the law of dependent co-arising specifically 

focuses on conditionality of suffering within oneself. 

2.2.1 The Law of Karma 

The process of conditionality is indeed the mechanism of the law of karma 

which governs the invisible workings of the intentions of actions and their 

results. It is a natural law that works in the same way for every karmic aclor. 

' 4  S XI1 23 Con&tion&ty is t h e  general  causat ion law which h a s  been a p p h e d  by Buddhis t  scholars  
a s  a genera l  s y s t e m  t o  u n d e r s t a n d  many phenomena  in both n a t u r e  a n d  society S e e  J o a n n a  Mac! 
(1991) a s  a n  example  of a p p h e d  research in general  sys tem based  on t h e  l a w  d e p e n d e n t  co-arising. 
Carma C h a n g  (1971) a n d  .John M'dson (1991) apply t h e  law to explain t h e  ideology of t o t d t y  in 
Buddhism 



The intention of each action ripens tHrough the karmic links both inkinally 

and inter-personally . Interactions cause changes in conditions, where 

changing conditions may change the state of suffering, either causing it b r  

ceasing it. The Buddha discovered the law of karma which explains the causal 

relationships among conditions at the time of his enlightenment. I t  is part of 

his perfect knowledge [vijja-sampanno], which is said to contain the insight of 

the infinite past lives of beings throughout the cosmos. 15 

The law of karma constitutes the Buddhist idea of the round of rebirth, 

denoted as  the cycle of existmce [samsara].16 I t  also provides the concept of 

cause-and-effect of actions in the cycle of existence, and a basis for the right 
17 view of the ownership of action. Moreover, the Buddhist view of 

interconnectedness and interdependency among beings can be best 

understood through the law of karma. 
18 Karma literally means volition or intention. In Buddhism, karma 

B 

applies to only an  action with an intention behind i t .  Karmic actions are 

performed because they have an aim, or an objective, driving them. The 

mind that produces each action, with desire at its root for something specific 

to happen, constitutes an intention. Thrwgh volition or intention, one 

performs the karma by mental, verbal and bodily actions. Among these, 

thoughts are consrdered to be the most important because they are the 

motivating factor for the other two. 19 

15 Perfect knowledge e n a b l e s  t h e  Buddha  to fully unders tand  t h e  causa l  re la t ionsh ips  between t h e  
act ions a n d  t h e ~ o u t c o m e s  T h i s  i n s ~ g h t  l eads  to  h i s  ability t o  use d f f e r e n t  c-llscourses for d ~ f f e r c n t  
people in  o r d e r  t o  a s s l s t  t h e m  in a t t a in ing  e n h g h t e n m e n t  

16 T h e  ~ u d d h a  s t a t e d  t h a t ,  "If t h e r e  were  no k a r m a  n p e n i n g  in t h e  s p h e r e  of e u s t e n c e ,  t h e r e  would 
be n o  becbming:" (A 111 76) T h e  concept of rebirth can be p e r c e ~ v e d  a s  one hypothes i s  t h a t  
Buddhism u s e s  t o  explaln how all phenomena  occur from t h e  long t e r m  perspect ive Unfor tuna te ly  
however ,  t h i s  hypothes i s  is d f f i c u l t  to  t e s t  d r e c t l y  within one 's  life period S e e  S tevenson  (197-1) 
for  a s t u d y  of 20 c a s e s  of reb i r th  expenences  

O n e  i p o r t a n t  idea  In Buddhism is fal th  in  t h e  law of k a r m a ,  o r  bel iewng i n  t h e  c a u s e s  a n d  effects 
of one  3i0 w n  ac t ions  Buddhis t s  c h a n t  every day-and-nlght  "Beings a r e  t h e  o w n e r s  of t h e i f a c t i o n s ,  
t h e  he i r s  of t h e i r  ac t ions ,  they  spr ing  from the i r  act ions,  a r e  bound t o  t h e i r  ac t ions ,  a n d  a r e  
s u p p o r t e d  by t h e i r  act ions L a a t e v e r  deeds  they do,  wholesome o r  unwholesome,  of those  t h e y  
sha l l  be h e i r s  " (A 111 33) 

l 9  T h e  m i n d  is s a i d  to  be t h e  chief of t h e  world in Buddhism "All m e n t a l  p h e n o m e n a  a r e  t h e  resu l t  of 
w h a t  we  have  t h o u g h t ,  a r e  chief tained by o u r  thoughts ,  a r e  made  u p  of o u r  t h o u g h t s  if a m a n  
s p e a k s  o r  ac t s  wlth a n  e w l  thought ,  sorrow follows h i m ,  a s  the  wheel follows t h e  hoof of t h e  ox t h a t  



Karmic actions consist of actions produced by one's own impulses and 

those induced by others.2o Each volitional action constitutes a force; the 
21 stronger the intention, the stronger the karmic forcc. This forcc creates a 

linkage between one life and another, which produces the cycle of existence. 

I t  includes the rebirth-linking force and all other karma in the past, which will 

come to produce the results [vipakka] at some later stage when conditions are 

favourable for their ripening.u 

The process of how karma and its results create the mechanism of cause 

and effects is often compared to the way "apples are stored in an apple 
1/23 tree. Given the right conditions of climate, soil, and nutrition, the forces 

within the apple tree will cause apples to grow on its branches. In the same 

way, given the right conditions, the forces within the life-continuum will 

project or precipitate experiences according to the nature of these forces. The 
7 

action is, however, npt always followed by results invariably of the same 

magnitude. t h e  force of a stronger karma may suspend or counteract the 
24 force of opposite weak ones. This aspect of karma is called the 

"modifiability" mechanism; the law of karma does not operate with 

mechanical rigidity but rather allows for a wide range of modifications in the 

ripening of the results. I t  is important that karmic action can be modified, so 

that liberation from the cycle of existence would be possible.25 Each individual 

\ 
d r a ~ s  the  car t  If a m a n  spQaks or acts with a pure thought,  happiness follows h im,  like a 
shadow t h a t  never leaves him " (Dhp I 1-2) 

2 '  Francis  Story (1990) notes t ha t  th is  force is similar to the other grea t  unseen ,  yet  physical, forces 
tha t  move the  unlverse 

22 The full results  of k a r m a  is considered one of the four unthinkable5 t h a t  if pondered upon, would 
lead one to insanity a n d  &st ress  (A IV 77) 

a A111 33 See also Leonard Bullen (1990 35) 

24 Karmic actions can be classified into several types, dependmg on the  h f f e r en t  npen ing  t imes  of the 
result  They a r e  genera twe,  s u s t a m n g ,  counteractive, and  destructive k a r m a  Some k a r m a  can 
dominate o thers  For example,  thought of forgweness is one type of d e s t r u c t ~ v e  k a r m a  t h a t  can 
prevent any karmic  actions from talung effect in the  future 

2 5  *If one says  t h a t  in whatever a person performs a karmic action, In t h a t  very s a m e  way he  will 
experience the  result-in t ha t  case there w d  be no possibihty for a re l igous  llfe a n d  no opportunity 
would appear  for completing an  end  of suffering. But ~f one says  t h a t  in a person who performs a 
karmlc action wi th  a rezult t ha t  is  able to expenence vanably,  wdl  reap  i t s  resu l t s  accordngly-in 
tha t  case there  will be a possib&ty for a r e h g ~ o u s  life and  an opportunity for m a h n g  a complete 



can modify theCresults of his past karma from within by one's actidns and 

through one's interdependent rela tionship with others. 

The active and reactive karmic forces generated by beings in the 
\ I I  -( .. -.. * .( 

"beginningless" .- , cyile . ., of,'-,qigtg;qg , , $ e d ) ~ ,  , . .  ,$p . interdependent rela tionshjp 
26 among every existence. , ,,When. ,one.,,performs karmic actions that affect 

another existence, a linking-force-positive or negative-is constituted 

between them.27 If there are volitional reactions to these actions, karmic force 

is then accumulited. The results of both active and reactive forces arc 

conditioned by intentions and the roots of each intention, and is interwoven 

into a life of each being. These forces create interdependent relationship 

among individuals and most conditions of communities. 'The conditions, 

however, can always be modified by the present karmic actions. 

The law of karma is thus, a teaching of moral and ethical responsibility 

for oneself and others. I t  forms a basis of ownership of actior$ in Buddhism: 

one has to take responsibility for one's action. According to the law, the 

conditions in life that one is facing are mainly influenced by one's own karma. 

2.2.2 The Law of Dependent Co-arising 

While the law of karma describes the cause-and-effect of one's actions in 

general, the karmic process within oneself is called the law of dependent co- 

arising [paticca 'samuppada], or the great wheel of causation. The law of 

dependent co-arising illustrates and analyzes the causal mechanism of 

suffering. The' law is described through a causal chain of twelve factors: 

ignorance, karmic or wlitional formations, consciousness, mental and physical 

factors, six sense-faculties, contact, feelings, craving, clinging, process of 

becoming, rebirth and suffering (ageing and death; sorrow, lamentation, and 

- - - 

end of suffenng " (A 111 110) The m o d f i a b h t y  mechanism of karma i n d c a t e s  a n  impermanent  
feature of results  of k a r m a ,  and forms a basls of actlons lead to an  end of suffenng,  or  the  Noble 
Eightfold Path  Thls subject is d scussed  in Sub-sectlon 2 3 2 

26 S I1 178, 185 In Buddhism, the round of reblrth is perceived to be a world-without-end, no- 
begmnmg-can-be-seen, mcalculable, and so on 

2' The karmic l inks between beings in the past result in their relationships in the  present ,  the 
present  hnks  also constitute the relationship In the future 
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so on).28 The process explains how ignorance is said to bc thc root of 

volitional actions, craving and clinging, and how thcse factors can lead to 

suffering through rebirth in the cycle of existence. Figure 2.1 below 

illustrates the causal mechanism of Suffering. 

In Buddhism, the true state of the mind is said to be clear and 
29 luminous. Because of the clear character, the trudXlind sees things as  they 

truly are--impermanent, unsatisfactory and non-self; this quality of the mind 

is characterized as  having discernment. Discernment gives rise to compassion 

which is marked by generosity and loving-kindness. The true mind, howevcr, 

is tainted by defilements-greed, hatred and self-delusion-which are rooted 

in an  ignorance to the true nature of phenomena (factor 1). 

Ignorance causes volitional formations-bodily actions, speech, and 

though t swhich  are the basis of karmic linkage forces in the cycle of rebirth 

(factor 2). All volitional formations are recognized in the mind through 

consciousness. Because the process of rebirth is a continuous one, the first 

volition in the present life is the same as the last volitional thought in the 

previous life; i t  also giyes rise to the first consciousness (factor 3).)' 

Because the volition carries past karmic forces of that being within it, i t  

provides all necessary information to shape the body and the mind when 

rebirth is taken place (factor 4).)' The initial endowments also comprises six 

sense-based faculties (factor 5): eyes, ears, nose, tongue, all other parts of the 

body, and the mind. 

Because both volitional formations a n d  consciousness a r e  merely m e n t a l  a c t i ~ l t ~ e s .  t h e  believed-to- 
be self is t h e n  only a c r e a t e d - i n - t h e - m ~ n d  self,  not a  t r u e  self (-4 I\.' 171) 

3 1  . k h a n  S u m e d h o  (1995) compares  t h e  t rans fe r  of karmic  force d u n n g  reb i r th  t o  t r a n s f e r n n g  f lame 
from one  candle to  a n o t h e r  



- Figure 2.1: The causal mechanism of suffering 
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Contacts (factor 6) between the sense-based and external objects give 

rise to feelings (factor 7). The qxternal objects camprise sight, sound, smell, 

taste, touchable objects, and mind-objects. In other words, they include all 
4. 

environmental conditions that are objects of the physical body; and values, 

ideas and thoughts that are objects of the mind.32 Meanwhile, there are three 

types of feelings: pleasant, unpleasant, and neutral.". 

Craving (factor 8) arises when the actor ( I )  wishes to maintain or 

increase pleasant feelings, or (2) to eliminate unpleasant feelings, o i  (3) when 

there is a discontentment with neutral feelings. Craving gives rise to one of 

the four kinds of clinging (factor 9): clinging to sensual pleasures, clinging t~ 

views, clinging to rules and observances, and clinging to a doctrine of self3' 
,' 

'Clinging has two aspects: clinging to favourable states cause suffering when 

an individual does not experience that state; and clinging to unfavourable . 

states, or an  aversion to something, causes suffering when that state arises. 

Clinging causes becoming and rebirth (factor 10 and 11). Once rebirth occurs, 

ageing, death, sorrow and all kinds of suffering follow (factor l2)." 

We can summarize that self-delusion, or ignorance, causes craving of 

and clinging to life. I t  is craving and clinging that link the process of 
* 

becoming and rebirth, which is followed by all kinds of suffering. Suffering, 

which is a n  unpleasant feeling, reverts back to the mechanism in three ways: 

to feeling factor, to mental function and to volitional action. When suffering 

feeds back to the feeling factor, i t  causes unpleasant feeling, and thus more 

craving and clinging. When i t  feeds back to mental functional feeling, i t  

" hl 44 P!easant feelmg is whatever is felt b o d y  or mentally a s  pleasant  a n d  soothing Whatever is 
felt boddy o r  mentally a s  painful and  hurtlng is unpleasant feehng U%atever is felt b o d y  or 
mentally a s  neither hur t ing  nor soothing is neutral feehng Pleasant  feehng is pleasant  when it 
persists ,  but pamful when it changes P a n f u l  feehng is pmnful when it persists ,  but pleasant 
when it changes S e u t r a l  f e e h g  is pleasant when there is knowledge of i t ,  but  unpleasant  without 
the knowledge 

35 The Buddhlst vlew of the  causation-hnk In a cycle of rebirth can be s u m m a n z e d  a s  follows 
"Karma is the  field, consciousness is the seed, and crawng is the  moisture Of being hindered by 
ignorance and  fettered by crawng, their consciousness takes a hold in a sphere  Thus  there is In 
the  future,  a re-becoming, a rebirth " (A 111 76) 

P 



causes more contacts and feelings. When suffering feeds back to volitional 

formations, i t  creates new karmic actions and subsequently more karmic forces 

in samsaric lives. 

f Ignorance gives rise to craving when one does not see all things as  they 

are: impermanent, non-self and suffering. Only when one understands this 
_ 1  

and subsequently does not have a 'strong craving for or aversion to those 

things are craving and suffering are eradicated. When one sees existence as  

merely the activities of physical and mental forces equipped with three 

characteristics, one will 6e awakened from this delusion, unbind oneself from 

all bondage to re-becoming in the cycle of existence, end the cycle of 
36 existence, and cease suffering completely . 

3. The Goal of Human Life and the Means to Achieve it 

The Buddha achieved a state of ultimate bliss, nirvana, marked by the absence 

of suffering because of enlightenment. Such a state is called nirvana and said 

to be the ultimate goal of life in Buddhism. The existence of that goal 

envisions a Buddhist solution for the problem of suffering. Although 

suffering in life may be taught by others, the Buddha is said to be t.he first to 

discover the way to cease suffering. The fourth Noble Truth, known as the 

Noble Eightfold Path, is a w a i  of life, which the Buddha invited everyone to 

examine and to experience the benefits for oneself3' 

This section first discusses the characteristics of the goal, that is, a 

definition of the cessation of suffering, then followed by the Eightfold Path. 

The discussion of the path provides a general framework of Buddhist ethics, 

while the fifth factor in the Path, right livelihood, takes on a central role for 

Buddhist economics. I t  also verifies the relevance of economic well-being in 

the Buddhist way of life. 

s6 These bondages are called 'fetters' [Samyojana] and have ten elements false view of personality. 
doubt, adherence to rules and n tua l s ,  sensual lust ,  repulsion or  aversion, greed for f ine-matenal 
elastence, greed for lmmatena l  existence, conceit or pnde ,  restlessness and ignorance ( S  V 61) 
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3.1 The Cessation of Suffering 

Buddhism contends that there is ,suffering in lifc, but also that there is an end 

[Nirodha] to suffering. The third Noble Truth ensures that the stage of 

cessation exists and  is attainable. I t  follows that a practical goal of human lifc 

in Buddhism is to cease suffering.38 The stage of cessation is called nirvana. 39 

When one ends  suffering completely, one is said to realize nirvana. 

Nirvana literally means 'unbinding," and often is described as  "an 

unborn", "an unbecome", "an unconditioned", and also "the profound."40 

However, there is no  precise definition of nirvana. I t  is only said to contrast 

with everything in the cycle of existence that is copditioned a n d  impetinanent. 

The Buddha often characterized nirvana as foJlows: liberation from the cycle of , 

existence, ultimate bliss, and purification or destruction of all defilements. 

First, nirvana is realized when the link of causation of rebirths is 

severed, and  consequently rebirth will end. Thus one is liberated from the 

cycle of existence and  suffering ends completely. Subsequently, nirvana is 

positively characterized as  the ultimate bliss. The third characteristic describes 

a stage in which the causes of s u f f e r i n ~ a r e  uprooted. Defilements-greed, 

hatred and delusiqn--are roots of unwholesome actibns and  cause negative 

karmic forces. Nirvana is realized when these roots have been completely 

d e ~ t r b ~ e d . ~ '  Understanding these characteristics in combination with the law 

of karma and the law of dependent co-arising, sets the direction to be taken 

and identifies a clear and  practicable task. 

38 The wish to cease suffenng is supposed to be the natural  innermost urge of one's  being to  be free 
from afflictions This type of desire, or  desire for Ilberation, is wholesome, though still rooted in 
ignorance It is right aspiration tha t  keeps a being striving towards liberation 
however, e r a d c a t e d  a t  t he  and to completely extinguish the delusion of self hl  
which arises from delusion and can be increased by wrong deslre is reduced by the  right desire or 
the Noble Eightfold Path  

39 Nirvana 1s h f fe ren t  from annihdation For annihllatlon imphes something to  be annihdated .  
whefeas there is  no permanent self 1n Buddhism for that  objective hloreover, c rawng for 
extinction ;n the  sense of annihdation is indeed one type of cravlng, which is condemned in 
Buddhism 

The uncondtioned is s a d  to have three marks  no o n p a t i o n ,  no vanishlng a n d  no change 
(-4 111 47) See S XLIII 12-44 for designations of nirvana 



Based on the modifiability mechanism of karma, the task focuses on 

substitution of negative karmic forces by positive ones. The task is cqlled the 

purification path. Following this path weakens the causation link of rebirths 

and subsequenily alleviates suffering. The next section outlines the Path. 

3.2 The Way to Cease Suffering ? 
The fourth Noble Truth, or the way [Magga] to cease suffering, is primarily 

the path of purification. The Buddha said that man has an ability to tread the 

path of purification and achieve its fruition, and thereby liberate oneself from 

the cycle of existence. I t  is not only the path to purify a being from 

defilements, but also the path leading to the extinction of karma. One can . 

gradually develop the path, by not to do unwholesome but to cultivate the 

wholesome factors, then to purify one's mind. The path consists of three 

-9 methods: discernment [paiiiia], moral restraint [sila], and concentration 
1 

[samadhi] .42 

These three methods are practiced through a set of actions that fit 

together in a systematic structure. There are eight actions in the set, and 

: subsequently they are called the Noble Eightfold path." They are: 

1. Discernment 1. Right View 

2. Morality 2. Right Thought 
3. Right Speech 
4. ~ i g h t  ~ c t i o n  
5. Right Livelihood 

3. Concentration 6. Right Effort - 7. ~ i g h t  Mindfulness 
8. Right Concentration 

The essence of all Buddhist teachings, which encompass about 81,000 

discourses, is said to be sumraarized in the Path. Each element of the Path is 
t 

examined below. 

B 

42 L-thile morahty restrains the defilements in their coarsest form, then- outward  unwholesome 
actions, concentration removes their more refined manifestations as hs t r ac t ive  a n d  rest less 

'P 
thobghts Discernment e r a h c a t e s  t h e ~ r  subtle tendencies by penetrating with h r e c t  Insight into 
the  three charactenstics 
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(1) Right View [samma ditthi] 

The right view is the first factor of the Path because i t  lies behind all action 

choices. Only by changing ope's view will one change one's at t i tude? Views 

are divided into two classes: right views and wrong views. Right views are 

those views that lead to right actions that can eventually lead to the end of 

suffering. In contrast, wrong views will lead to courses of actions that. 

perpetuate suffering. In Buddhism, the right view is to understand things as 

they truly are, which is twofold: to understand that there are re5ults of karmic , . 
actions, and to understand the Four Noble ~ r u t h s . ~ ~  Right view is the 

opposite of the primary cognitive, defilement, delusion. The person who has 

developed right view understands the mechanism of karma, i.e., the causes 

and effects of one's own actions. 

(2) Right Thoughts [samma sankappal 

Right view provides the basis for three right thoughts: thoughts of 

renunciation from sensual desires, thoughts of good-wig or loving-kindness, 

and thoughts of harmlessness. Conversely, there are three types of wrong 

thoughts: thoughts of sensual pleasures, thoughts of hatred or ill-will, and 

thoughts of hostility or cruelty." Having right thoughts is part of a process of 

substituting the koots of unwholesome thoughts. By replacing wrong 

thoughts with opposing thoughts, the unwholesome thoughts can be vitiated 

and fade away. 

Thoughts of renunciation is to be mindful of actions in order to resist 

and eventually abandon the pull of craving." Thoughts of loving-kindness 

44 .4 w e w  i n  genera l  is a n  a t t e m p t e d  descnpt ion  of reah ty  It is how one s e e s  a n d  u n d e r s t a n d s  oneself 
a n d  t h e  world It  s t r u c t u r e s  perceptions, c rea tes  values,  which i n  t u r n  govern a t t i t u d e s  a n d  
con&tions act ions Views lie behind choices, goals,  a n d  also effor ts  t o  t u r n  t h e s e  goals from Ideas 

" in to  real i ty  

45 kl 117. T h e  twofold n a t u r e  of r lght  mew correspon$s to  two levels of t h e  t r u t h s ,  u n d e r s t a n d m g  t h e  
law of k a r m a  l e a d s  t o  doing g o o d h a d  withinuthe range  of t h e  conventional  t r u t h ,  while  
u n d e r s t a n d m g  t h e  Noble T r u t h s  l eads  to  a n o n ~ h n g m g  a t t i t u d e  t h a t  c a n  t r a n s c e n d  k a r m ~ c  forces 
a n d  a reahza t ion  of  t h e  absolute  t r u t h .  T h e  fact t h a t  t h e  l as t  e l e m e n t  of t h e  F o u r  Noble T r u t h s  i s  
t h e  Noble Eightfold P a t h ,  w h d e  t h e  first factor of t h e  P a t h  is t h e  u n d e t s t a n d n g  of t h e  Soble  
T r u t h s ,  g u a r a n t e e s  t h e  i n t e r n a l  un i ty  of Buddhlst  teachings 

4: T h e  idea  of renunciation in Buddhism IS not about  havlng to live physically in  a forest  a n d  d e v o t ~ n g  
oneself to  ascetic pract ices  The  monkhood life, however, m a y  m a k e  it e a s i e r  t o  p u n f y  oneself from 
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are developed by considering how all beings desire happiness in the same 

way as we do. Finally, thoughts of harmlessness are developed through 
'I 

l' 
reflection on how all beings desire to be free from suffering. I f  one frequently 

contemplates in these ways, the right thoughts become the inclination ofpone's 

mind. , 

(3) Right Speech [samma vaca] 

Right speech comprises four verbal actions: ( I )  avoid lying and not knowingly 

speaking a lie for the sake of any advantage; ( 2 )  avoid malicious speech, and 

instead, speak to unite the discordant, encourage the united, and utter speech 

that creates harmony; (3) avoid harsh language and instead speak gentle, 

loving, courteous, dear and agreeable words; and (4) avoid fdvolous talk, to 

speak at the right time, to speak according to facts, what is useful, moderate 

and full of sense.48 Besides the practice that one should not speak falsely, one 
t 

should not cause or allow others to speak falsely and one should avoid every 

action that involves untruth. Right speech is a set of speech action choices to 

replace wrong speech. Present karmic right speech can modify or suspend the 

forces resulting from negative karmic speech and defilements in the past. The 

result of right speech in the present, therefore, somewhat compensates for 
49 suffering caused by past - karma. 

(4) Right Action. [samma kammanta] 

Right actions are wholesome bodily action that replace wrong actions. The 

result of present right action will undermine defilem,ents and also suffering 
1 A. . 

caused by past unwholesome karmic actions. Right achon will also lead to 

peace and harmony in the society. There are three types of actions that are 

def i lements ,  be free from suf fenng ,  a n d  eventual ly devote one's whcile hfe for t h e  benefi t  a n d  t h ~  
s of t h e  m a n y  Monks  who devote the i r  hves  to  the i r  own spiritual a n d  intel lectual  

p m e n t  should  be suppor ted  a n d  respected by laypeople because t h e y  s e t  a n  e x a m p l e  of a n  
for a n  o r d n a r y  person a n d  also do t h e  s e m c e  t o  o t h e r s  by ad-sing laypeople on severa l -  
ce rn ing  llfe M e a n w h d e ,  t h e  Buddhist  monastery t r a d t i o n a l l y  becomes not only a 

fuge,  bu t  a l so  a c e n t e r  of learning a n d  cul ture for t h a t  society 

49 For  example  h e a n n g  u n p l e a s a n t  words  for no reason m a y  be a resul t  from coarse  speech in t h e  
p a s t ,  ge t t ing  wrongly accused m a y  resul t  from l k ~ n g ,  o r  fnendsh ip  brea lung  u p  from malicious tnle-  
b e a n n g  
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considered to be righteous: not to kill, not to steal and not to commit sexual 

misconduct .jO 

First, to avoid killing is the basis of laying aside violence by respecting 
31 all beings' right to live. Thus one should not kill a living creature, nor cause 

to kill, nor allow others to kill. Next, to avoid stealing is to reduce greed over 

material things which do not belong to ~ n e s e l f . ~ '  One should avoid 

knowingly taking anything that is not given, and should not cause to take, 

flor allow others to. take. The object covered by this right action include every 

kind of property, both living and non-living, that is still rightfully owned by 

someone. Those things for general or public use, although without any 

individual owner, are also included in this case. Finally, one should avoid 

sexual misconduct, adultery, and not transgressing sexual morals.j3 The 

underlying purpose of the last type of right action is to prevent disunity and 

to promote mutual trust in the society. 

(5) Right Livelihood [samma ajiva] 

Right livelihood is a practice of earning a living in a righteous way, by not 

violating right speech and right action. One should earn a living .by legal 

means, peacefully or without violence, honestly not by deceit, and in ways 
41 which do not entail harm and suffering for others. In addition, there are 

forbidden tr;\des of five products which should be avoided by the layperson: 

trade in weapons, in'human beings (slavery trade and prostitution), in living 

beings for meat or flesh (butchery), in intoxicating drinks or drugs, and in 
55 poisons. On the other hand, wrong livelihood is defined by gaining one's 

5 1  T h e  purpose  of r lght  actlon is to be mmdful  of t h e  welfare of all Lves a n d  to develop t h e  w r t u e s  of 
lovlng-kindness a n d  compassion, which a r e  to  be extended towards  al l  l u n d s  of beings 

52 T h i s  moral i ty  i s  based  on t h e  w e w  t h a t  everyone h a s  t h e  n g h t  t o  t h e  o w n e r s h i p  over  h i s  own 
property It  prohibits a n  offense a g a n s t  o ther  people's p roper ty ,  the reby  encourag ing  a n g h t  
m e a n s  of Lvelihood See  C h a p t e r  5 (3 1) with regard to  t h e  B u d d h ~ s t  justice 

.k f a r  a s  a m a n  is concerned,  there  a r e  th ree  l u n d s  of women whlch a r e  for h i m  objects of immora l  
conduct  a m a r n e d  w o m a n .  a woman s t d l  u n d e r  p r o t e c t ~ o n ,  such  a s ,  of a f a m d y ,  a n d  a w o m a n  who 
is conkentionally prohibi ted,  for example ,  by r e h e o u s  vows 

IV62.  A V - l l .  A VIII 54 



livelihood by wrong means 

slandering, eagerly hankering 

Right livelihood is the 

U 

, , .  3 1 

such as ,deceiving,. persuasive words, hints, 

after ever grea ter-gain: 

basis of Buddhist economics and deals directly 
56 with the issue of economic well-being. I t  provides a guideline on how 

householders should deal with wealth and is discussed further in Section 4. 

(6) Right Effort [samma vayama] 

Right effort is applied to mental states in order to stimulate oneself to make 

an effort, to stir u p  energy, to exert one's mind, and to strive to do  the 
57 following four right things. They are: ( I )  to prevent the arising of not yet 

arisen unwholesome actions, (2) to overcome unwholesome actions that have 

already arisen, (3) to develop not yet arisen wholesome actions, and (4) to 

maintain wholesome actions that have arisen, not to let them fade away, but 
' 58 to bring them to greater growth and the full perfection of development. 

(7) Right Mindfulness [samma sati] 

Right mindfulness is the most important practice in Buddhism to cultivate the 

mind. I t  is the only way to completely cease craving and ignorance. I t  

focuses on a constant intuitive awareness to ensure one's way of life is 

consistent with the Noble Path. There are four foundations for right 

. mindfulness: contemplation or reflections on ( I )  the body, (2) feelings, (3) the 
59 mind, and (4) phenomena. The aim of reflection is to gain insight into the 

60 true nature of life. 

It should be emphasized tha t  rlght l~velihood 1s one factor among the Eightfold P a t h ,  i t  can not bc 
practiced separately by Itself T h ~ s  ensures a hollstic mew of economic ac t iv~ t i e s  In a R u d d h ~ s t  hfe 

58 The n g h t  effort 1s an  exercise to develop oneself and demonstrates t ha t  a R u d d h ~ s t  l ~ f e  e m p h a s ~ z e s  
U g e n c e  and development It ensures  tha t  Buddhtsm does not support backwardness of any 
wholesome actlons, but  ra ther  encourages development towards positive actlons which benefit all 

59 The first two objects of reflect~on are concerned with b o d y  actions and  r eac t~ons ,  whde the  last 
two are  concerned w ~ t h  the  mental  activities It is  to reflect on the  way the  body and the  mind 

/ ,, 

process phenomena a n d  how phenomena a n s e ,  change and then dlsappear accordmg to  the three 
charactenstlcs of impermanence,  suffenng and non-self (D 33) 

60 Syanapontka  Thera  (1972) s ta tes  t ha t  ngh t  mindfulness undermines de lus~on  and  weakens  the 
h n k  of causation In the  dependent co-anslng It works n g h t  through the llnk between feellng. 
crating and chngmg It is a factor In the Path which a c t u a k e s  l ibera t~on from samsara  I f  one IS 

m ~ n d f u l  of the actt\?ties of both the body and the mmd dl the  t ime,  ~t 1s easler  for one to 
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(8) Right Concentration [samma samadhi] 

Right concentration is a practice to purify one's mind through meditatiqn, by 

increasing the clarity and the power of the mind to be'ablr to see things a s  

they naturally are." it demonstrates that in Buddhist teaching even the 

ecstasy of concentration is shown to be impermanent and  not to be attached 
62 to. The highest stage of' the mind in Buddhism ?s equanimity and 

\ 

mindfulness based on  discernment and purity. Wholesome thcughts arc said 
I 

to be cultivated best when the mind is evenly balanced. ,With a n  equanimous 

state of mind, the practice of right understanding deepens. A new insight 

into the Truths can then be acquired and a deepening of practicing the Path 

follows along with a purification of body, speech, and mind. 

In sum, the Noble Eightfold Path is an  indication of a holistic system of 

Buddhist practice. Right view is the first factor in practicing the Path because 

whatever state the mind is ig, based on the wrong or  rdght view, i t  

expresses that particular view outwardly, through speech and  actions. The 

Path begins with the minimal degree of right understanding, therefore, right 

thought is required to induce the practice of righteous outward actions. Once 

desires are controlled by letting go all forms of sensuous desires, hatred and 

cruelty, then speech and actions will be purified a s  well. An inwardly 

purifying practice, or  cultivating the mind, creates mental happiness that is 

not conditioned by any material factors, but instead, by only one's own body 

and mind. I t  is only through mindfulness and meditation that true insight 

wisdom can be gained. Right concentration purifies the mind and  brings the 

Path of practice to a deeper understanding. The practice in Buddhism thus is 

a continuation along the process-the Path. 

understand how suffenng occur, and one will eventually el immate c l m p n g  to e a s t e n c e  and  end ' 

suffenng 

h1 40 Rlght concentration includes en tenng  Into and remalnmg tn the  four s t ages  of absorpt~on 
uhana] These four absorptions has  several characters as  follows thought-conception, dmurs ive  
thinlung,  rapture  and joy, inner tranquillity and one-pointedness of the m ~ n d ,  equanimity,  and 
mindfulness The higher the absorption stage,  the finer and purer  the  m ~ n d  will be 

6 2  hl 22 *O monks,  who unders tand the Teaching's slmlhtude to  a raf t ,  you should let go even good 
teachings, how much more the false ones *This implies tha t  a t  the end ,  one h a s  to let go even a11 
dha rmas ,  inc ludng the  Truths  and the Path.  to hberate ultimately from samsara  This  principle IS 

consistent with the ana t t a  feature of all dharmas  



4. Fundamental Social and Econorhic Ethics 

Right livelihood is the favourable economic way of life for a Buddhist 

practitioner. Its application forms the basis for Buddhist economic theory and 

focuses mainly on the righteous way to earn a living; that is, to acquire 

mahrial well-being. In Buddhism, material well-being is a necessary 

condition to support the cultivation of the mind. This implies that insufficient 

material well-being, or the problems associated with poverty, can cause 

suffering that may impede the practice of mental development. Therefore, the 

primary objective of economic activities in Buddhism is to alleviate poverty. 

Buddhist teachings proffer several actions based on its ethical principles 

in coping with the problem of poverty within society. At the individual level, 

Buddhism suggests practicing right livelihood as a basis for each person to 

attain material well-being by oneself. Moreover, because economic activities 

are conducted within society, the practice of right livelihood by each , 

individual is related to, and assisted by, the conditions in society. The 

conditions include the community, economic, legal, political a n d  spiritual 

aspects of society. To illustrate the Buddhist view and principles related to 

economics, further investigation into the Pali texts is necessary. 

This section first discusses the problem of poverty from the Buddhist 

perspective (4.1). Then, it lays out the principles related to the right 

livelihood of the individual (4.2). Next, i t  focuses on the social and economic 

ethical principles in a favourable community (4.3). Finally, i t  explores the 

; Buddhist view of the state or government which also provides insight into the 

characteristics of a favourable Buddhist society (4.4). 

4.1 The Problem of Poverty 

In Buddhism, poverty [daliddiyam] is defined as a deficiency of basic 

commodities needed for maintaining physical well-being. pauper is a 

person - who is destitute, indigent, and in great need of four basic 

commodities: food, clothing, shelter, and m e d i ~ i n e . ~  A test of sufficiency is 

the minimum quantity of basic commodities that would provide an  endurance 



and continuance of the physical body and also an end to physical discomfort." 

Without a sufficient amount of basic commodities, the individual is incapable 

of undertaking mental development activities-righ t effort, right mindfulness 

and right meditation-w hich are necessary in realizing enlightenment. 

The Pali Texts also provide "an explicit guideline of the suffic~cnt 
65 consumption level for each of the four basic goods. Food is to be consumed 

just enough to survive and continue one's life physically as  well as ending 

bodily afflictions. Sufficient clothing is only that amount which is nccded to 

counteract the weather, heat or cold; protect one from undesirable contact 

with insects such as  flies and mosquitoes; and to cover parts of the body that 

cause shame. Housing is required for protection from the inclement weather 

and for seclusion. Medicine is required for curing sickness, pains, and for 

maximum freedom from disease. Consumption of each basic good for 

purposes beyond these described is considered in excess of a sufficient 

amount. 

Not having enough basic commodities to dvoid poverty causes two 

primary problems according to Buddhist teachings. The first problem is 

regarded as the root of bodily suffering. I t  is realized as hunger, sickness and 

short-life, which creates an immense obstacle to the cultivation of the mind. 

The second problem is that poverty, which is also a cause for some 

unwholesome conduct, leads to many problems in society, such as, 

immorality, conflicts and disharmony. 

4.1.1 Poverty as a Cause of Suffering 

In Buddhism, poverty can cause suffering for- those who enjoy sensual 

pleasures in two ways: bodily suffering and indebtedne~s . '~  First, poverty 

causes bodily suffering primarily as i t  induces sickness brought on, for 

example, by hunger, or  exposure to unbearable weather conditions. The 

65 Vin 1.58, a n d  also the  morning chanting. s 

66 X.W 45 This impkes tha t  poverty is not mental suffenng for those who renounce sensual 
pleasures, for example a monk or an ascetic who renounces sensual pleasures a n d  prefers to Lve a 
simple hfe Nevertheless, i f  poverty causes hunger or sickness which obstruct t h e  practice of 
mental  development, ~t 1s then a cause of b o d y  suffenng 



Buddha declared that hunger is th; most severe of all illnesses because it is a 

hindrance to mental development and impedes the ability to practice along the 

Noble Eightfold path." Second, poverty is also suffering for a n  individual if i t  
, induces indebtedness. If  a pauper, gets into debt, then this indebtedness may 

cause other types of suffering as well. For example, the inability and pressure 

to pay the interest when i t  is due induces harassment from creditors and 

possibly imprisonment. 

Based on the Buddhist view of human life, the primary objective of 

economic activities is, therefore, to alleviate suffering that is caused by - 

poverty. Economic activities that create wealth can lead to the elimination of 

some form of bodily suffering, such as hunger and s i c k n e ~ s . ~  They can also 

eliminate indebtedness that is induced -by poverty. By contrast, possessing 

wealth only cannot , alleviate suffering caused by indebtedness without 

reducing the desire for unnecessary goods andlor services beyond one's 

income. Rather, a n  understanding of how debt can cause mental suffering 

and a restraint over desire are the critical factors. 
B 

.4.1.2 Poverty as a Cause of Instability in Society 

The second part of the problem of poverty is that it can induce unwholesome 

conduct, which has the potential to cause instability in society. This social 
69 aspect of poverty is illustrated at length in one discourse. There are four 

6' Dhp 15 6 One day. Buddha perce~ved that  the spiritual faculties of a certain poor peasant liwng 
near the  city of Alavl were mature enough for him to understand the  teachings, a n d  tha t  he was 
ready for en l~gh tenment  So Buddha went to   la\^, where i ts  inhabitants elcomed him warmly 
and  prepared a place to hsten to a hscourse However, a s  Buddha's particular purpose in going to 
A a v l  was  to enhghten th ls  one poor peasant,  he w a t e d  for him to a rnve  before s tar t ing  to talk 
The peasant heard the  news of Buddha's vlsit, and because he had already been interested In 

aching for some time he wanted to go and hsten to the  dscourse  But it so  ha'ppened 
tha t  Buddha8sdK one is cows had  ~ u s t  &sappeared He quickly searched for the cow a n d  dro~pe ~t back to the 
herd,  then he went s t r a ~ g h t  Into the  city to h e n  to the &scourse By the time he  a r n v e d  a t  the  
place set  up for a talk,  he  was exhausted and very hungry When Buddha saw the  peasant 's  
con&tion, he asked the  c ~ t y  elders to arrange some food for the  poor man LChen the  peasant had 
eaten and  was  refreshed, Buddha started to teach, and whde hstening to the dxcourse. the  peasant 
realized the  first stage of enhghtenment 

68 Lihile the  impermanence of the body must be contemplated, it does not preLrent one to do the  best 
to cure boddy s~ckness .  

69 Cczkkmalfi-Sihanadu S u l k  (D 36). The story began a t  a time when people had an  eighty- 
thousand-year llfe span There was a tlme when people cl~d not prosper a s  before, and  the  IGng, 
instead of gv ing  property to the needy. estabhshed guards and protection .b a result ,  poverty 



implications that can be drawn from t h e Y  discourse: ( 1 )  favourable 

characteristics of society;f2) a link between poverty and immorality; (3) the 

role of confidence in karmi; and (4) the role of the government in society. 0 

First, the story envisions a prosperous, peaceful, stable and secure 

society, where people have long life spans, beauty, happiness, wealth, power, 

and know only three kinds of &sease: g;ed, hunger and old age. These 

conditions within society are achieved and maintained because everybody 

strictly observes the ten courses of moral conduct--three right thoughts, four 

types of right speech, and three right actions of the Noble Path. 

Second, it provides a profound link between poverty and  immorality. 

First, economic well-being is a prerequisite condition for a peaceful society 

because poverty is the main cause of im'morality and social disorder. In 

e3 addition, immoral conducts cause a decrease in life-span, beauty, happiness 

and wealth in the long run. When assistance is not given adequately to the 

needy, ,poverty becomes widespread. Because poverty raises improper desires 

and does not permit one to be generous, i t  is the root of many crimes and 

-- 

become nfe  and  some people began steahng At first, the Kmg solved the  problem by glwng away 
property to those thieves Thls response was unsuccessful because of a moral hazard  problem and 
resulted in more and  more thieves The lung, then invoked a new punishment by lulling all 
thieves Heanng  about this  and feanng from being caught, people launched murderous assaults  on 
vdlages and  N e d  all their  wctims From the increase of theft, the use of weapons increased, and 
also the talung of hfe increased As a result, the average of hfe-span of the  people a n d  their beauty 
dechned The next generati& hved for only forty thousand years Afterwards, thieves who got 
caught s tar ted  teUlng doliberate hes by refuting their cnmes,  their  beauty dechned further and 
their  hfe-span decreased to twenty thousand years LVhen people s t a r t ed  to accuse a n d  speak 111 of 
others,  their  hfe-span decreased to ten thousand years Of this generation some \r ere ugly and 
some were beautiful Those who were ugly, belng enwous of those who were beautiful, committed 
adultery (five thousand years), harsh speech and idle chatter  (two-and-a-half thousand years). 
covetousness a n d  hat red  (a thousand years), false opinlons (five hundred years) ,  incest, 
homosexuahty and dewant  sexual practices (two-and-a-half hundred years), lack of respect for 
parents ,  ascetics and  the  head of the clan (a hundred year-ur present generation) 
There wdl be a tlme when the chlldren of these people w d  hve for only ten years ,  and  the  ten 
courses of moral conduct will completely &sappear For tha t  generation, there wdl be a "sword- 
interval" of seven days,  d u n n g  which they w d l  lull each other with those swords Meanwhde there 
wdl be some beings who do not want to be lulled, nor want to Iull others,  go to hide in a remote 
area  After th is  interval ,  these people w d l  emerge from their hidmg places a n d  rejoice in each 
other They will agree tha t  the addction to evll courses is what  caused the  suffenng, therefore 
they wdl abs tam from immoral conduct, starting from not talung of hfe Because of the  moral 
conduct they under take ,  they wdl increase their hfe-span and their  beauty Apprecia t~ng the good 
results  from wholesome practice, these people and their chlldren wdl improve their  moral conduct 
untll their  hfe-span goes back to eighty thousand years It is d u n n g  this generation tha t  the next 
Buddha w ~ l l  a n s e  in the  world 
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unwholesome actions. I t  causes theft and robbery, then killing = telling -. 
deliberate lies 3 sptakingkevil of others 3 committing adultery = harsh 

speech and idle chatter = covetousness and hatred => false views => incest, 

homosexuality and deviant sexual practices 5 lack respect for parents, ascetics 

and the head of the community 3 fierce enmity, fierce hatred, fierce anger, 

thoughts of killing and actual killing among beings. 

Third, the story demonstrates that confidence in karma can bring forth 

a prosperous and peaceful society, which facilitates the cultivation of the 

mind. In Buddhism, the practice of moral conduct can give rise to conditions 

that promote prosperity, health and long-life, immediately and eventually. 

The practice of morality, including these favourable conditions, car7 be 

maintained by confidence in the results of good actions. Confidence here can 

arise through a clear understanding of karma, or right view. The mechanism 

of how confidence in karma can induce a peaceful society can be understood 

as a co-operative condition in which each individual believes in the same 

moral set, thus leading to a higher moral society.  he peaceful condition is, 

however, unstable because some individual may deviate from that set of 

beliefs and action, cau&ng social disorder again. q 

Finally, the discourse shows that some type of institution is required to 

enforce the stable condition in the short term (i.e. one life time). In other 

words, confiden'ce in karma is a necessary condition to sustain a prosperous 

and peaceful society whereas the government has a duty to maintain order 

among individuals with different levels of confidence. In Buddhism, i t  is 

considered unwise to eradicate crimes through greater punishment. The 

appropriate remedy is to improve the econsmic conditions of the people 

first." Once everyone is able to make his or her own living, morals can be 

observed and crime will disappear. This is the subject of the role of the 

government as  discussed below. 



4.2 The Right Livelihood of the Individual i 

From the Buddhist perspective, the main objective of economic activities is to 

alleviate suffering. I t  is possible to alleviate some physical and mental 

suffering through the economic activities associated with wealth. The way 

one acquires and utilizes wealth constitutes hislher livelihood. Livelihood is a 

part of the whole way of life, dealing directly with creating and maintaining 

material well-being. In Buddhism, a favourable economic life for the 

individual is called right livelihood. Right livelihood has three characteristics: 

(1) i t  is based on right view, (2) i t  is consistent with the Buddhist ethical 

system, and (3) i t  leads to both material well-being and mental development. 

Each of them is discussed in turn. 

First, by definition, right livelihood, i.e. Buddhist economics, has to be 

based on the right understanding of life and phenomena. This implies that 

economic mechanism is based on the right understanding of the law of karma: 

Secondly, right livelihood is consistent with right thought, right speech and 

right action. I t  entails the practice of changing one's attitude of oneself to 

handle wealth in accordance with the right view and with Buddhist ethics. 

Finally, achieving material well-being through right livelihood is not the end 

of a Buddhist's way of life, but only a means to the end of suffering in the 

cycle of existence. For this to occur, right livelihood has to be folioed with 

the cultivation of the mind. This last characteristic implies that Buddhism 

recognizes that the condition of sufficient material well-being is necessary for 

the practice of mental development. 
% 

Because right livelihbod is one factor along the Path, i t  creates a balance 

between bodily welfare and mental happiness. Furthermore, i t  encourages a 

balance between the benefits in this life and benefits in subsequent lives. The 

discussion below outlines how an individual can manage wealth to create 

material well-being, while also acquiring additional virtues to create mental 

happiness. The following two sets of principles form the basic principles of 

actions in Buddhist economics. 
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4.2.1 Wealth and Material Well-being 
3 

The cessation of suffering gives rise to happiness. Practicing right livelihood, 

the individual can attain two types of happiness: temporal and permanent.7' 

Temporal happiness is happiness that one can achieve in this life or this 

world, and is based upon the wealth and happiness resulting from wealth. 

Meanwhile, permanent happiness refers to mental happiness ih this life, and 

both material and mental happiness in subsequent lives. 

Regarding temporal happiness, lay people are said to * deserve four 

types of happiness related to wealth in this life . [~ ih i sukha] .~ '  They are: 

happiness from ownership, happiness from the enjoyment and consumption, 

happiness from debtlessness and blamelessness. Happiness from ownership 

is experienced when possessing wealth, treasures, assets, etc. By owning this 

type of wealth, one can also enjoy the use of or the services that Qow from i t .  

The third and the fourth types of happiness are constraints on the 

management of wealth. Wealth can generate happiness only if the possessor 

is debtless. Furthermore, the way one acquires and enjoys the bealth be 

blameless, i.e., morally and legally. - 

, . ~ a c h  individual engages in economic activities primarily to eradicate 

poverty. In Buddhism, there are some fundamental ethics related to the 
S 

management of wealth that can preserve and increase prosperity while 

avoiding the loss of wealth. They are called the four conditions leading to 

tpmporal happiness7) and are described' as: (1) being endowed with skill, 

efficiency, earnestness and persistent effort in hislher profession, (2) 

protecting hislher righteously earned wealth with attentiveness, (3) associating 

with good people or having good friendships, and (4) conducting a balanced 
B 

-4 I 1  69 The Buddha reminded laypeople tha t  economic and ma tena l  happiness i s  not "worth one 
sixteenth part"  of the mental  happiness ans ing from a faultless and  wholesome life This  imphes 
t h a t  although economic welfare is  required for happiness, such progress is not considered to be t rue  
happiness if it  is devold of moral foundation Though not condemning m a t e n a l  progress, Buddhism 
always stresses the  development of morals and the cultivation of the mind a s  the  reasons f i r  long 
term benefits 

" Ibld 

'3 A IV  281 This set  of ~ l r t u e s  is often called 'The Science of Becoming Wealthy ' 
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livelihood. or a life with contentment. These four conditions provide the scope 

of econcZrnic activities in Buddhist economics. 

The first condition focuses on how to acquire wealth. Having thc skill 

and knowledge to fulfill or manage one's duties at work or profession arc the 

conditions of creating wealth. Education is one way to acquire the skills one 

needs, training and experience are other ways. Moreover, lay people should 

obtain wealth legally and morally by diligent effort and hard wor'king Therc 

are also three qualities suggested to succeed in bu~iness . '~  They are: (1) to be 

shrewd by knowing products or one's own work so well that helshe can set an 

adequate price and estimate the right profit, (2) to be capable of administering 

business, knowing the buying and selling markets well, capable of 

purchasing, marketing, and understand customers, and (3) to establish a good 

credit rating and to earn trust of financial sources. 9 
The second condition . focuses on how to protect wealth with 

attentiveness. Lay people need to guard and watch their wealth so that the 
I country does not seize it, thieves do  not steal it, fire does not burn it, water 

does not flood it away, and ill-disposed heirs do not remove it. 

The third condition is related to associating with good people. Good 

people and good friends will bring joyful and righteous way of consuming 

wealth.   hey create a good envir~nment and give security in a layperson's 

life. ~ n e n d s  who are considered good friends are those who are faithful, 

learned, generous and wise. This condition leads to positive 

people in society, and is discussed in Sub-section 4.3. 

The last condition is concerned with 'the utilization of wealth. This 

condition is called the balanced livelihdod because it implies a balance 

between one's expenses and income, that is, to know and live in a way that 4 

one's income will stand more than expenses. A person who enjoys his/her 

wealth in this way will lead a life without extravagance nor miserly. To 

conduct a balanced livelihood, i t  i$ helpful to know activities that can destroy, 

and those that can increase, the amassed wealth." I t  is said that there are 
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four sources for the destruction of the amassed wcalth: debauchery, 

drunkenness, indulgence in gambling, association with evil-doers. On the 
4 

other hand, the four sources for increases in wealth are: abstinence from 

debauchery, abstinence from drunkenness, non-indulgence in gambling, and 

having friendships with good people. 

Furthermore, there are two sets of guidelines on how to utilize wcalth 

within the context of right livelihood. The first set is called the Fourfold 

Division of   one^.'^ I t  is a discipline on how to divide money for 

consumption, investment and saving. That is, one should live and do  duties 

/towards others on one part, expand business with two parts, then save the 

fourth part for the rainy days. 

The second set of guideline is a discourse on the benefits one should 

get from ~ e a l t h . ~  I t  gives reasons for earning and having wealth, i.e., to 

bring benefits to oneself, a family and society. I t  includes utilizing wealth: to 

make oneself and a family happy and live in comfort; to share the happiness 

and comfort with friends and colleges; to protect oneself secure against all 

misfortunes; to make offerings to relat' a guests, to the departed family, to 

the country by paying taxes and dutie and to the deities that who are 

worshipped according to one's faith; and to support those monks and spiritual 

teachers who lead a pure and diligent life. 

4.2.2 Virtues and Mental Well-being 

In ~uddh i sm ,  wealth alone does not make a complete indiv 

harmonious society. In contrast, attachment to wealth oftdn 

desires and induces the individual to pursue more wealth and more power. 

This unrestrained craving may leave a person dissatisfied and eventually lead 

to the suppression of hislher inner growth. I t  may also create conflict and 

disharmony in society through the exploitation of others. Therefore, material 

well-being should be balanced with the conditions for mental welfare-a 

concept of balanced well-being in Buddhism. 

16 Ibld 

7 7  A.3  45 



True happiness in Buddhism is said to be balanced between bodily 

happiness and mental happiness. Thus, i t  is necessary to contemplatc on 
4 

virtues conducive to mental welfare and benefits in the future. There are four , 
conditions which conduce lay people toQhappiness in spiritual life and in their 

future lives. They+are endowment with confidence in the law of karma, 

morality or virtue, generosity or charity, and d i~cernment . '~  These four 

virtues encompass basically the basic factors which constitute the Noblc 

Eightfold Path, the noble qualities of human beings and the criteria for hbman 

development .19 i 

4.3 lSocial Ethics in a Buddhist Community 
\ 

As discussed earlier, association with good people is one important condition 

in right livelihood. Considering the interconnectedness of the karmic forces in 
1 

society, the actions of each individual--right or wrong+an influence 

conditions in society. The basic principle of social ethics in Buddhism is that 

one should not pursue only material concerns, but also be %ware of one's duty 

' towards society. 

A favourable community in Buddhism is characterized by the inter- 

relationship among individuals and responsibilities each person has towards 

others in accordance with their relationships. In Buddhism, individuals as 

members of the society, have duties and responsibilities to fulfill, depending 

on their positions. Associations among people are divided into six groups: 

parents and children, teachers and students, wife and husband, friends and 
80 companions, workers and employers, and ascetics or monks and laypeople. 

These six ways of inter-relationships outline ,important institutions in a 
1 

Buddhist society: the family, the educational institution, the work pldce, the 

community, and the spiritual institution. These institutions constitute the 

m Srgalovada Sutta (D 31) To follow the noble doctnne in the lay hfe, with i t s  famdy a n d  social 
relations, IS considered to be a perform of mentonous  deeds I t  is s a d  tha t  even S a k k a ,  the  lung of 
heavenly beings [devas], declares tha t  he worstups not only the monks who live a vlr tuous Me, but 
also lay &sciples who are v r t u o u s  and m a n t a m  t h e 2  f a m h e s  and relationships nghteously 
(S I 234) 
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private sector side pf an individual's life. Combining with the government 

which is a public sector, these institutions form important external conditions 

in a Buddhist society. 

Among the six-ways of inter-relationships, three of them are directly 

related to economic activities. They are: friendships in .the community; 

workers and employers at work place; and monks and lay people. rdC 

M 
There are five ways a person . should associate with friends and 

4 companions: by liberality or gifts, lundly words, being helpyul, treating them 

with respect and sincerity.. and krrpjng one's word. There are  also five ways 

in which friends show their compassion: by protecting other.; and their 

property when they are inattentive, becoming a refuge when they are afraid, 

not deserting them when they are in trouble, and showing consideration for 

their family. 
- There are five ways an  employer should relate with employees: by 

arranging their work according to their ability, supplying them with food and 

wages, looking after them when they become ill, sharing special delicacies 

with them, and setting reasonable and fair working hours. In return, 

employees should start working before employers.but finish work after them, 

take only what they are given, perform the duties well, and uphold the 

employer's praise and good reputation. 

There are five ways lay people should relate to ascetics and monks: by 

lovable deeds, words and thoughts, by keeping an  open house to them and 

supplying their material needs. In return, ascetics and monks s h d d  show 

their compassion: by discouraging them from evil, informing them- of 
?jhe 

benefit of good actions, loving them with a kind heart, helping the'm hear 

what they have not heard, clarifying what they have already heard, and 

pointing out the path to a heavenly state. 



4.4 The State and Its Roles 

There is one discourse that indicates that a peaceful, stable, and secure society 

is favourable for the practice of the cultivation of the mind by individua~s.~'  

The discourse is often called a 'Buddhist genesis,' which describes the origin 

of some human activities including socio-political order and institutions. 'rhe 

Buddhist genesis can be divided into three movements. The first movement 

starts from the dissolution and re-formation of the world to the point of 

differentiation in nature. The second movements starts when there arises 

differentiation among human beings because of the occurrence of increasmg 

immorality and greed. The third movement describgs human beings in 

association, and, as  a result, instituting kingship to regalate their affairs; and 

under the protection of this institution there develops a caste society including 

monks who seek deliverance from such society.82 

The discourse also illustrates that having an institution such as a 

kingship is necessary in order to provide and enforce stability, prosperity and 

- - -  

81 A.III.65, 103 "There a re  five unfavorable times for mental striving: herein a monk i s  old; a monk 
is dlL1; there is a famine, there is fear about ~ e n l s  of robbers, and the country folk mount their carts 
and dnve  away; the order is rent and there is accusation and so on " 

82 Agganna S u t b  (D.27). At first, there were beings dwelling on t h ~ s  world which were just a mass of 
water.  There was no male and female among beings, they were feedmg on dehght,  self-lum~nous,  
moving through the air ,  and glorious. Sooner or later, savory earth spread Itself over the water 
where those beings were; some beings of greedy nature tasted the savory ea r th ,  a n d  craved for i t .  
As a result of thls,  theifself-luqinance dsappeared,  the moon and the  sun appeared,  night and 
day were hs t ingulshed,  and also the year and its seasons. To that  extent,  t he  world re-evolved. 

Sext .  those beings continued feasting on this savory earth;  their bodes  became coarser and  a 
hfference in looks developed among them Some beings that  are good-looklng became arrogant and 
conceited about t h e ~ r  looks, then the savory earthbdsappeared.  A sweet fungus cropped up instead. 
and.those beings fed on the  fungus The more they ate fungus, the coarser thei r  b o d e s  became, the 
more dfference in their  looks, the more arrogant some beings became. The fungus &sappeared 
because of tha t ,  and  creepers appeared. ... Then the rice, free from powder a n d  husks ,  appeared in 
open spaces. Feedmg on the rice for a long time, females developed female sex-organs, males 
developed male-organs. Some became excessively preoccupied with another,  passion was  aroused: 
their bodes  burnt with lust and they indulged in sexual activity. They began to  build themselves 
dwellings so a s  to indulge under cover Some beings that  were lazy, made a store of rice and lived 
on tha t .  Then rice began to grow in separate clusters. Those beings agreed to &vide up the nce 
lnto fields with boundaries Some greedy-nature beings started s t e a h g  rice from others' plot, but 
lied when caught. They, were censured and punished. 

Finally, because the ansing of these e d  thlngs, they agreed to appolnt a certam being who would 
show anger where anger was due, censure those who deserved ~ t ,  and  b a n ~ s h  those who deserved 
banishment,  and rn re turn ,  others would grant him a share of nce This 1s the  bepnning of the 
leader of the s ta te ,  hls duties, and the tax system 



peace. These are the original functions of the state in Buddhism. In return 

for perfo ing that duty, tax can be collected from its members In Buddhism, ts 
the primary crime that induces social disorder is stealing or violating the 

property rights of each individual. These types of crimes causes other type of 

immorality and crimes as discussed above. 

Buddhist teachings also explicitly assert that an ideal Buddhist political 

leader is selected by consensus for hislher relative integrity. The qualities of 

the traditional Buddhist leader are provided in the teachings called "Ten 

Virtues of the h in^."" They are charity, high moral character, self-sacrifice, 

.- integrity, gentleness, austerity, non-anger, non-oppression, tolerance, and 

non-deviation from the dharmic norms. The ruler is also required to possess , 

M - five strengths: arms, wealth, ministers, predecessors, and wisdom. 

In addition, another discourses5 illustrates that the proper way to deal 

with crime, is to first improve the economic cgndition of the people. The 

state should distribute necessary agricultural facilities-grain and fodder---to 

farmers, give capital to those in trade and business, and assign proper living 

wages to those who are employed. When people are thus provided with 

opportunities' to earn an income, they will be content, have no anxiety or fear, 

and w'ill not cause harm .to the society. These conditions will lead to a 

peaceful and prosperous society. 
* 

To maintain .the society in favourable conditions, Buddhism offers a 

clear scope and priority for government service and economic policy. , The 

duties of the state from several discourses are summarized as  follow^.'^ 
(1) Respect the supremacy of the law of dharma and righteousness. To 

lay out a political and legal system based on the five precepts-not 
-, taking life, not taking what is not @en, not committing sexual 

misconduct, not telling lies, not drinking or  inhaling intoxicants- 
and also establish a moderate tax collection system. 

86 D 5; D 26. The pohtical system d u n n g  Buddha's time is  called the  wheel of power [anacakka],  and 
it h a s  a special interrelationship with the wheel of nghteousness [dharmacakka].  D u n n g  the 
Buddha's t m e ,  there were two types of state the Kmgship s ta te  and the  repubhcs 



(2) Provide protection for the following group of people: a royal family 
(or politicians at the present time), the military service or the armed 
forces, colonial kings or head of the provinces, administrative 
officers or civil servants, householders, the professional, traders and 
farmers, city and country dwellers, monks and religious ascetics, 
and beasts and birds. 

(3) To let no wrongdoing or crimes prevail in the kingdom. 

(4) To assist those who are poor or in need by providing them with 
basic necessities, or organizing and encouraging charity in society . 

( 5 )  To have virtuous' counsefiors and seek after g ~ e a  ter wholesomeness. 
To seek advice from ascetics, such as monks, who maintain high 
moral standard by renouncing the life of sensual infatuation and 
devoting themselves to forbearance and gentleness. 

A righteous ruler rules the state in the name of justice, subordinate 

only to the dharma. The relationship between the ruler and dharma, or 

righteousness, is important in order to maintain proper social order, attain 

personal liberation, and forms a basis for the duties of the state. The duties of 

the state not only provide a guideline of the main policies for the government 

in a Buddhist economy, but also characterize an ideal Buddhist state. The 

righteous political authority who strictly follows these duties is said to be able + 

to enable a society to survive and prosper. These issues are discussed in 

Chapter 6: Buddhist economic institut . FS " 

5. Summary 
The fundamental teaching in Buddhism is called the Four Noble Truths. The 

Truths recognize that there is suffering in life, and therefore, the goal of life is 

the cessation of suffering. Because the present life is perceived as  one birth in 

the cycle of existence, the end of suffering can then be achieved only through 

the liberation from the cycle of existence. The path of liberation begins with 

the acquisition of the true knowledge of life and nature. Based on the 

acquired knowledge, one will change one's perception of reality. As the view 

changes, a person will correspondingly and gradually change one's attitudes 

towards life and phenomena. The process of changing attitudes includes 

purifying one's ly, verbally and bodily-to be free from self- 

/ 
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delusion, craving and clinung. Through this purification process, craving or 

the cause of suffering, will eventually be eradicated. 

Right livelihood is the Buddhist means to attain economic well-being 

which provides the foundation for Buddhist economics. The existence of right 

livelihood as the fifth factor along the purification path has three implications 

for Buddhist economics. First, economic activities must be consistent with 

other factors of the Path. That is, economics mis t  be based on the ethical 

framework formed by right thoughts, right speech, and right actions. Second, 

basic material well-being is a necessary condition to mental development. 

Third, economic well-being is not the ultimate end by itself, but a part of the 

whole way of life. After basic economic well-being is attained, the cultivation 

of the mind must follow to fulfill the purpose of Buddhist life. 

Moreover, poverty is regarded as the main problem in economic life. 

Insufficiency of material well-being can lead to suffering such as hunger, 

sickness and indebtedness. The problem of poverty also has a n  effect at the 

social level of society .because poverty is a primary source of much immoral 

conduct that can cause disorder in the society. Based on Buddhist philosophy 

and ethical principles, there are several means suggested to solve the problem 

of poverty. At the individual level, right livelihood is a way to manage 

wealth: to acquire wealth righteously and utilize it in alleviating suffering, not 

only for oneself but for others as well. Next, the relationships among 

individuals in society are also important for maintaining stability that can lead 

to prosperous conditions in society. In Buddhism, each individual has duties 

and responsibilities to fulfill as a member of society depending on his or her 

position. Finally, the government also has duties to maintain a peaceful and 

stable society. 
e 



Chaptcr I11 

Interpretations of Buddhist Doctrines 

Introduction 

A Literature Review 

It is a question offinding the right path of development. 
the Middle Way between materialist heedlessness and 

traditionalist rmmobiliry, in short, offinding ' . 
"Right Livelihood". 

(Schurnacher, "Small is Beautifid" 1979: 58) 

Buddhist economics must be in concord with the whole 
causal process and to do that it must have a proper 
relationship with all three (interconnected factors: 

human beings, sociely and nature), and they in turn 
must be in harmony and mutually supportive. 

(Payutto Bhlkkhu, "Buddhist Economics" 1992: 70) 

The literature review presented in this chapter is a brief survey of the search' 

for Buddhist economics, which includes an interpretation of Buddhist 
3 -  

doctrines as they relate to economic issues. The review identifies how 

existing literature contributes to this thesis, while also noting their deficiencies 

and, thus, providing the rationale and necessity for this thesis. Consistent 

with the previous chapter, this review is - restricted to the secondary texts 

based on Theravada ~uddh i sm .  Regarding the methodology of the thesis, the 

review is also limited to the literature whose main analyses are based on the 

canonical interpretations rather than historical practice. Although there may 

be a vast amount of literature written on Buddhist economics in French, 

German and other languages, this review is limited to the literature written in 

English ,and Thai. The translation of Thai literature used here is solely my 

responsibility unless indicated otherwise. 

The first natural question in the literature is whether there is a nexus 

between Buddhism and economics. The discussion began with Max Weber in 

"The Religion of India," (1958) in which he concluded that ancient Buddhist 
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1 teachings cannot be a basis for a rational economic or social system. Since 

Weber offered his thesis, there have been two contrasting views related to the 

social ethics of Theravada Buddhism. One is a Weberian analysis that 

maintains that Buddhism has taken an  "asocial" c o ~ r s e . ~  According to this 

view, to practice Buddhism is an absolutely personal matter, having no 

concern for the economic welfare of others. Thus, any social effects of 

Buddhism on Buddhist societies are simply unintended consequences. 

Another view holds that Buddhist social ethics are not simply incidental, but 

are integrated into the broader Buddhist world view.' This view emphasizes 

mutual dependency in Buddhism, a position upon which most Theravada 

scholars agree.' 

Several Theravada scholars, however, re-examined the teachings to 

analyze Weber's claim. Ronald Green (1990), in summary, states that there 

are at least three reasons to support Weber's claim. First, the doctrine of non- 

self [anatta] undermines the individual's moral concern for the welfare of 

others or of society. Second, the goal of nirvana, or liberation from the world, 

can produce at best only a minimal social ethic. Third, the law of karma 

implies acceptance of any status quo and vitiates any possible critical 

perspective of the existing economic order. 

Earlier writing by Emanuel Sarkisyanz (1965) counters Green's first 

reason. Sarkisyanz observes that the concept of non-self is, in fact, meant to 

counter the sense of "mineness" that stimulates greed and the desire for 

1 LVeber's o n g n a l  work was  published in German m 1920 and translated later  in 1958. He contends 
tha t ,  "Salvation is an absolutely personal performance of the self-reliant 1nIvidua1.  No one, and 
particularly no social community, can help hun The specific asocial character of genuine 
mysticism is here carried to i t s  manmum,"  @. 213). Therefore, "Buddhism has  no sort  of tie with 
any sort of soclal movement, nor I d  it run parallel with such and  it has  estabhshed no socio- 
political goal," @. 226). CVeber also clauned the t i n t  political transformations of Buddhism took 
place in the  time of Kmg Asoka. around 200 years after the death of the  Buddha. Tambiah (1976 
chap 3), however, rejected this view by identifying dscourses  in the PaL Texts, which defined the 
mles of the  h n g s  and  rulers of the republics during the historical time of the  Buddha.  

* See,  for example. Melford Splro (1970) for this  account. 

rV1 htera ture  review in th is  chapter agree on this lat ter  wew. 

Paul Mus (1965: pp x x - ~ )  concluded that  the controversy , advocated by Max Weber's supporters 
agamst  the  consensus of genuine Theravada experts, hinged on a Pali term upekkha which usually 
translated a s  "in&fference" although i t s  true concept should be taken a s  "equanimity " Sizemorc 
and Swearer (1990) offer general cntiques of Weberian analysis of Buddhist doctrines 



material acquisition. In contradiction to Weber's view, the non-self doctrine is 

concerned with releasing oneself from the illusory nature of ego by aiming 

directly at eliminating all self-centered acts. Hence, the non-self view 

accordingly gives rise to an attitude of loving-kindness and compassion 

towards others---the Buddhist view of mutual dependency rather than 

disapproval of social actions. 

The second reason is first countered by Donald Swearer (1970: 64-71) 

who argues that Nirvana is an ideal social order in which "the ultimate aim of 

each person can be realized through a combination of both collective and 

individual actions." Swearer supports his argument by pointing out historical 

changes based on collective social actions in Buddhist countries such as Burma 

(Myanmar) and Ceylon (Sri Lanka). Stanley Tambiah (1976) also challenges 

Weber's claim by citing the teachings on the duties of a righteous ruler in 

order to stress that Buddhism emphasizes both individual spiritual salvation 

and the hope for political and economic reform. Although Tambiah (1978: 

133) maintains that Weber's view is too simple in this regard, he attributes 

responsibility to the nature of Buddhist scholarship during Weber's time and 

the secondary sources upon which Weber relied. 

For the third reason, Green (1990: 224) himself disagrees with Weber, 

stating that belief in karma does not undermine the possibility of social ethic 

in Buddhism. Rather, Green argues that there are specific moral rules for the 

employment of wealth and a moral vision of an ideal economic order in 

Buddhism. Chapter 2 (2.2.1) of this thesis also discusses the modifiability of 

karma which provides a basis to disapprove any view that suggests Buddhism 

accepts the status-quo without calling for changes. In fact, a clear 

understanding of the law of karma leads to a proactive attitude of improving 

present conditions towards a better and higher realm of existence. 

Based on the above discussion, i t  is apparent that Buddhist teachings 

contain a solid basis for social and economic ethics. The next' question is thus, 

what has been done in the literature regarding the search for Buddhist ' 

economics? Recent literature with analysis based on doctrinal interpretations, 

encompasses several topics, such as Buddhist political economy, Buddhist 



economic development, Buddhist economic system, and Buddhist economic 

activities. The scope of this literature review is limited to the framework as 

mentioned above, while highlighting the features that relate to the central 

concerns of this thesis. 

I t  is important to note that whenever we attempt to interpret human 

attitudes in different times or cultures, we run the risk of misinterpretation or 

misunderstanding because we consciously or unconsciously substitute our 

own attitudes for theirs' or to penetrate into the working of their minds 

(Schumpeter 1961: 34-38). Schumpeter has warned us of "the problem of 

ideological bias in economic analysis," because the observer is the product of a 

given social environment, thus being conditioned to see things that are 

familiar rather than others. The above discussion regarding Weber's analysis 

of ~ u d d h i s t  teachings is one example that brings to light this bias problem in 

the literature .of Buddhist economics. Hence, this review carefully identifies 

the background of each work in the secondary literature, while noting their 
* 

' contributions and also shortcomings, if there are any. As a result, this chapter 

chronologically organizes the literature into three groups based on their 

background, emphasis and original motivation. 

Section 2 investigates studies in the West during the late 1960s and 

1970s, which are partly related to Buddhist sociopolitical changes in some 

Theravada Buddhist countries in Asia. Several scholars at tempt to reinterpret 

the teachings to obtain theological perspectives on those political economic 

changes. By considering the different purposes of the studies, the section 

organizes the review according to the interpreter. Section 3 explores the 

works on Buddhist economic development during the 1980s and 1990s by 

Buddhist thinkers in the Theravada tradition in Thailand. Each thinker has 

offered several works that have a central theme, such as  dharmic socialism or 

Buddhist economics. The section reviews the studies according to thinker to 

provide a broad outline of each thinker's central arguments. 

Section 4 examines recent studies that focus on Buddhist social and 

economic ethics related to material wealth. In contrast to the studies in 

Sections 2 and 3, which are p imanly  books by one author, the studies in this. 



section are short essays addressing a specific issue. Most of them are studies 

in the field of comparative religious studies. Thc section thus arranges the . 
findings of these essays by subject to provide a summary of recent 

contributions that can be used in the thesis. Section 5 concludes this chapter 

with some brief remarks about the contributions and deficiencies of the 

\ literature. The contributions are used to develop the Buddhist economic 

,,) theory and its system--the tasks of the following chapters. The deficiencies of 

/ existing literature, however, rationalize the contribution of this thesis within 

/ the literature. 

2. On Buddhist Political Economy 
The search for a Buddhist economic model historically began as  a political ?r 

movement in a number of Theravada Buddhist countries aimed at  overcoming 

the shortcomings of Western economic paradigms. Buddhist socialism was 

revived to serve as  the foundation for nationalism under U Nu in Burma from 

1948 to 1962 (Sarkisyanz 1965). I t  has also been promoted a s  a political 

platform in Sri Lanka under S.W.R.D. Bandaranake since 1958 (Smith 1978a).' 

The basic principle of Buddhist socialism in these countries is that individuals 
V 

have to be able to overcome their self-acquisitive interests first before they can 

establish a national community .6 Although the movement for Buddhist 

socialism no longer continues, i t  has caused interest among scholars in 

exploring various applications of Buddhist teachings. 

There was also an interest among Buddhist scholars in the West to 

examine the Buddhist vision of an  ideal community. These studies focused on 

5 Smith's  essay extensively uses the Pall chronicles of Ceylon a s  the  basis of reference Wntten  in the 
late fourth or  early fifth century .a by an unknown author, the Ceylonese chronicles are hfferent 
texts from the  earhes t  P& Canon Considering the scope of h tera ture  reLIew, t h u s  the  revlew here 
does not include Smith 's  essay 

6 Swearer (1986 19-20) notes that  this  type of pohtical p a r a h g m  is  based on the  "Buddhist 
understanding of the  world and the  meaning of human existence " In Swearer 's  observation, the 
s ta te  is to guara tee suffic~ent matenal  needs of the people-the four Buddhist requisites of food, 
shelter ,  clothmg medmne-then encourage all citizens to s tnve  for moral a n d  mental  perfection 
towards nirvana Alt ough the development path conforms stnctly to these ideals, it was  later  ".I 
ds rega rded  by other pohtical leaders Swearer comments tha t  Buddhism is s td l  c r e h t e d  as the 
fundamental  ideology tha t  rebudt these two countnes from a colonial economic a n d  poLtical 
system 



various aspects of Buddhist teachings that serve as  justification for political 

' *movements at the end of the colonial era andlor the beginning of the modem 
7 nation-stage. This section reviews the studies. by Sarkisyanz (1963') and 

iP 

Tambiah (1976) which provide extensive canonical interpretations regarding 

Buddhist political economy. 

There is another Western work that is partly influenced by the historical 

Buddhist socialism movement, but takes a different approach. In "Small is 

Beautiful" (1973), E. F. Schumacher expounds a notion of a n  ideal economy 

with general references to Buddhist philosophy, then proposes right livelihood 

as the basis for the existence of Buddhist economics. While noting a middle- 

way economy as a unique character of Buddhist economics, he concludes' that 

i t  is a question of finding the right path of development. The question itself is 

left open for answers, some of which are developed from within the Buddhist 

tradition in Thailand, reviewed in Section 3. 

2.1 Sarkisyanz and the Buddhist Welfare State 

In "Buddhist Backgrounds of the Burmese Revolution," (1965), Sarkisyanz, as 

a political scientist, comprehensively examines the at tempt to establish a 

socialist state in Burma, aftersits independence from the British colonial rule, 

based on Buddhist doctrinal interpretations. During the 1960s, when the 

teachings of Theravada Buddhism were not well understood and often 

misinterpreted in the West, Sarkisyanz's study went a Jong way to clarify the 

deficiency and fill the gap.8 He was also among the first Theravada experts 

who directly challenged the mistaken conclusion reached by Weber regarding 

the existence of Buddhist social ethics.' His work is thoroughly grounded in 

both theinterpretation of the Pali texts and the analysis of historical Buddhist 

societies back to the time of Kmg Asoka (circa 300 B.C.). Considering our 

For example,  Emanuel  S a r h s y a n z  (1965), hlelford Spiro (1966). Stanley Tambiah (1976). Bardwell 
L Sml th ,  e d  (1978a, b), Wchae l  Aung Thwin (1979) These s t u d e s  are  also concerned with the  
relationship between the  classical ideals of Buddhlst h n g s h i p  and  modern political leaders in 
Buddhlst nations Swearer  (1970) p r m d e s  a good reference of s t u d e s  relevant to  Buddhism and 
pohtics in Burma a n d  Ceylon - 

In 'Preface," (1965), Paul  h lus  remarks tha t  Sa rhsyanz ' s  study is a learned. wvid  and  
comprehensive work based on h ~ s  own figurative rather than  the Western conceptualized mode of 
t h i n h n g  @ bwi )  



methodology, the 'review mainly focuses on the sections related to his 

doctrinal interpretations of the teachings. s 

Referring to the Buddhist genesis, Sarkisyanz observes that history was 

to illustrate the impermanence of all existence: the cyclical regularity and 

causality of endless change.9 At the beginning of the present World Age, 

Buddhist tradition attributes a blissful state to a perfect society before human 

beings had fallen into self-delusion and craving. Based on his interpretation, 

the instinct of appropriating wealth caused changes to human original 

perfection. I t  also gave rise to social imperfections, including inequalities, 

which the ruler or king and the legislation were meant to remedy. He 

conceives ,that. a Buddhist ideal kingship can be compared with the contractual 

t h e w  of government. That is, the "juridical conceptions of kingship" are a 

necessary societal institution established contractually to facilitate the welfare 

of the community and its people. In contrast, he observes that the Buddhist 
1 

monastic community is a represehation of the public conscience. 

Based on canonical interpretations, Sarkisyanz builds up his 

conceptions of the ideal Buddhist state, which may be summarized by three 

essential characteristics: democracy, universalism and a welfare state. First, 

the democracy characteristic is derived from the republican structure within 

the Buddhist monastic community [sangha]'' which the Buddha had 

founded." His analysis views the sangha as a system of democracy with 

republican ideals: the desirability of full and frequent public assemblies; an 

establishment of smaller committees to deal with specific or complicated 

issues; and the rules of 'quorum, ballot voting, procedures of majority and the 

The ctscourse on Buddhist genesis is  summanzed in Chapter 2 (4 4)  

l o  The ongmal  monastic order during the  Buddha's time consisted of both bhlkkhus  (male monks) 
and b h k k h u n i s  (nuns or female monks). However, the ordrnation of Theravada b h ~ k k h u n i s  
&sappeared around 500 AD, because of the war  Once the ordmation of the  monks  o r  nuns  h a s  
ceased, theoretically it can  not be restored There are some movements to re-estabhsh the  nun-  
order In Sn Lanka,  Thdlland,  and England, although the s ta tus  of these new nun-orders are  not 
recognized a s  compatible with the ongmal  bhdckhuni order 

I '  Tambiah (1976), however, rejects an analysls tha t  the Buddha recommended the  republican tribal 
pohtlcs of the  Vajjian a s  a model of the sangha organization He notes tha t  the  republican s ta tes  
d u n n g  the Buddha's  t ime were not democratic nor republican In the IVestern sense  
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referendum' (pp. 21 -23). l2 He also notes that thc concord based on unanimity 

or at least majority vote is essential for the stability of a self-governing 

community such as  the sangha. 13 

Second is the characteristic of universalism which is also one of the 

features of the sangha organization. Sarkisyanz characterizes the sangha as 

'the institutionalized nirvana pursuit' community (p. 25) .  He observes that 

the sangha is set up by the Buddha as a community within the statc for 

people who wish to voluntarily live a selfless life, communally sharing 

whatever necessities of life that are received, and demonstrating non- 

attachment to possessions and social position. The disciplines of monks, as  

he reasons, minimize economic inequality and personal property: if monks 

receive things for personal use, they are still considered the property of the 

entire sangha and cannot be transferred back to individuals. In his view, this 

is the basis of universalism within the sangha that transcends ethnic or 

geographic particularities and contrasts. 

Thirdly, the welfare state characteristic is based on the scriptures 

indicating that economic welfare is a prerequisite for the Theravada Buddhist 

path of salvation. The Buddhist state has t e contends, create a social 

order including an economic basis that would permit its people to practice 

meditation, which is necessary for the achievement of nirvana. That is, in an 

ideal Buddhist kingdom, the state must provide all the basic needs for its 

people. The goal to maintain such well-being is analyzed and attributed to 

the insight that poverty and material distress increase cravings for material 

satisfaction, which in turn will strengthen attachment and suffering. To 

describe the canonical Buddhist material utopia, Sarkisyanz refers to the 

growth of wishing trees, which supply all material needs and desired things of -. I 

'2  Sarklsyanz also observes tha t  a leader in the monastic community is elected based on a 'hierarchy' 
which is based upon length of s e h c e ,  although he may be replaced if found incompetent, by the  
most learned a n d  competent member 

13 Swearer  (1970. 67) agrees with Sarlusyanz tha t  the ideal Buddhlst society would be both sociahstlc 
and  democratic based on the  features of sangha organization. Swearer also suggests  t h a t  the 
Buddhlst ideal s & i d  order should be organized around common consent and  e g a h t a n a n  methods. 
but  no scriptural references 



mankind. In that utopia, men are to live in universal concord without 

conflict, free from worries and sickness. 

Considering the above characteristics, Sarkisyanz examines the 

historical Asoka's welfare state as a poneering case of implementing Buddhist 

ethics." In what he calls the Asoka's Buddhist welfare state, the government 
<- 

provided public welfare services to facilitate the observation of the Buddhist 
15 moral law-the dharma--or at least the opportunities for meditation. 

Welfare measures were a 'means to permit men to rise within the law of 
4 

Dharma towards the overcoming of their suffering, the aim of Buddhism' 

(P-27)- 

Sarkisyanz views the welfare measures as external conditions created 

for lay people who  strive towards the Buddhist goal outside the sangha. The 

measures included: providing rest houses, watering services, and medical 

assistance for the benefit of men and animals; special assistance for the poor, 

the weak, slaves and servants. Special dharma officers were appointed to 

conduct public welfare services. For example, attend to the welfare of 

prisoners, engage in the administration of charities; set up  the dharma practice 

throughout the country; and work among the poor and the aged. Using the 

means of legislation and persuasion to increase the morality of people, the 

king also proclaimed the social ethics of owning and keeping only a minimum 
4 

16 of property. 

'"efernng to Nakamura ' s  (1960) s tudy,  Sarkisyanz notes tha t  .&ioka established the  ethical and  
social t r a d t i o n  of public welfare servlces earher  than  anywhere in the world. a long time before 
Christianity engaged in social s e m c e '  (p 29) 

' 5  Paul Mus (1965 m) comments tha t  Sa rhsyanz ' s  observation of . koka3s  chan t i e s  a n d  foundations 
could be labelled properly a s  'pubhc welfare servlces ' Tambiah (1976 61-62) agrees with Mus that  
Sa rhsyanz ' s  assertion of a 'Buddhlst welfare state' has  gone too far ,  and  notes t h a t  these  services 
are  s imdar  to the  welfare s ta te  program in orthodox Socialist or Marmst t e rms  Tambiah also 
notes t h a t  ' the Asokan t r ad t ion  of histoncal Buddhlsm has  transmitted a political lay tradition 
within Buddhism ' 

l 6  Sarklsyanz also examines subsequent Theravada Buddhist rulers in history who p roc lamed  the 
Asoka's Buddhist principles for government These rulers included, for example Kmg hlahinda I1 
of Ceylon (772-792). Burma's  Kmg Kyanzitthu of Pagan (1084-1112), and  D h a m m a z e d  of t he  hlon 
h n g d o m  (1472-1492) S a r h s y a n z  extensively examines the  histoncal development of Burmese 
Buddhlst s o c d s m  Hlstory h a s  confirmed tha t ,  as  S a r h s y a n z  concludes, the  Burmese pre- 
Buddhist and  non-Buddhist cultures,  which satlsfy the human needs for dependence,  obstructed 
the continuance of Buddhist soci&sm in Burma 
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Considering the Marxist movcment in Burma during the - 1960% 

Sarkisyanz compares the Buddhist ideal welfare state with Marxism. First, he 

notes that the non-theistic character of 13uddhism makes i t  "less authoritarian 

than the post-Hegelian deterministic Marxist methodology of libera tion from 

economic suffering," (p. 200). This is because the ultimate deliverbnce from 

suffering in Buddhism is left to the individual's will, the Buddhist state only . 

creates conditions that enable its people to be free from suffering. Secondly, 

both Buddhism and Marxism are comprehensive methodologi& for 

overcoming suffering: the former psychologically, the latter by the sociological 

means of applied insights into causality. Nevertheless, the Buddhist quest for 

liberation is far more comprehensive than the Marxist quest. While Marxism 

strives to overcome only profit motivation and capitalistic acquisitiveness, 

Buddhism aspires to conquer attachment of not only wealth but ultimately the 

self. 

There are a few additional comments on Sarkisyanz's conceptions of the 

idgal Buddhist state. First, there is the question of whether the Buddha 

intended to found the sangha organization as the ideal mode l s f  a Buddhist 

state for the lay society. Sarkisyanz himself also notes that the Buddha left to 

his followers the problem of applying this socialist way of life to a wider 

community. If the answer is yes, the model of community should be 

achieved through volun tardy processe coercion from the ruler or the 

oppression of wants. Because an act ing the sangha is voluntary, the 

creation of a Buddhist socialist comm Id also be developed along the , 
same spirit. 

The second comment is related to Sarkisyanz's conception of the 

personal property of monks.and laity. In practice, although a monk cannot 

possess any personal property in the absolute sense, a monk has a right to use 

the sangha's property, such as a shelter, as long as the sangha allows. Based 

on the monk disciplines, Buddhist monks can also possess a few basic 

necessities for sustaining his monkhood, such as robes and bowls. There is, 

however, a question of whether the disciplines for monks are applicable to lay 

people. In Buddhism, lay people are encouraged to be generous and 
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voluntarily make gifts to society and the sangha. If there is no attribution of 
.? 

personal property in the lay society, how could one experience the joy and 

happiness from giving and being rion-attached to one's belonging? Joining 

the sangha is a n  action-choice of the lay to practice non-attachment to 

personal wealth to the greatest extent. Tambiah (1976), a s  discussed below, 

also believes that, based on the scriptures, personal property is a condition for 

forming a regulated society in Buddhism. 

2.2 Tambiah and Buddhist Political Economy 

In "The World ~oncquero; and the World Renounccr," ($76), '~ambiah, as an 
4- 

anthropologist, first explores the Buddhist scriptures as  they relate to socio- 

political order in general, then later, he extensively analyzes the historical 

reforms of the polity and sangha in Thailand. The main focuses of the 

analysis are the interdependence between the kingship and the monastic 

order, and' the roles qf these two important institutions in Theravada Buddhist 

countries. Nevertheless, in his exploration of the Buddhist scriptures, 

Tambiah has offered some interesting comments regardjng so~io- '~olit ical 

order in the human world, so-called 'the building blocks of the Buddhist 

construction of social reality' (p.  36). His findings may be summarized into 

four themes. 

First, from the Buddhist genesis, he characterizes the institution of 

kingship in society as a corrective factor in the economy, which is 

inTterconnected in a disorderly fashion through karmic processes. Similar to 
% 

Sarkisyanz, he asserts that the discourse provides the background for an . 

elective and contractual theory of kingship, whereby the king is elected on the 

basis of perfect conduct and remunerated by tax payment. Tambiah also 

notes that Buddhism offers an  ethically comprehensive theory of politics 

because righteousness [dharma] is used as a criterion to elect the ruler. While 

rejecting the manipulative actions of the ruler class which may be inspired by 

self-preservation and self-interest, Buddhism considers the governing of the 

state by a virtuous king as a moral service to the community.. 
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Secondly, the nature of 13uddhist teaching is totdi ty  or w holcness. 

Dhamma, as  Tambiah contends, is not only a universal cosmic law that 

regulates the world totality but also encompasses the norm in human society. 

As Buddhism deems the world a collective system, thc discovery of the 

dharma by the Buddha was described as a total phenomenon that had 

collective social and moral implications. For example, while the teachings on 

the non-self provide a theoretical basis for rejecting the existence of self and 

human personality, the Buddhist kingship allows for the development of 

constructive and positive concerns on the social plane (pp. 38-39). is, the 

code of righteous kingship is an ideal manifestation of the .dharma in the 

conduct of worldly affairs. In theory, he argues, the application of dharma to 

politics implies the principle of non-violence and compassion. 

The totality also implies, as Tambiah comments, that the collective 

action of all living beings produces the world as a whole while human and 

natural orders affect each other. The teachings thus establish the relationships 

between the king and the sangha, the polity and society, and this-worldly and 

other-worldly pursuits. For example, lay people are advised to attend to their 

economic well-being, their reputation through proper conduct, their state of 

mind at the present and at death, and their future rebirth chances. ,~nr 
-v 

Conversely, Buddhist monks are to consider the welfare conditions of the 

community by showing the way to the ultimate liberation, ,which breaks the 

bonds of society and leads to the spiri(ua1 realms. The kingship also has a 

multiplier effect on the conduct of the rest of human society and indeed on the 

cosmos itself, because of the totality. 

Thirdly, on the cosmological dimension, Tambiah's analysis maintains 

that Buddhism views human evolution as a physical and psychological process 

of 'retrogression and degeneration,' whereas, mental development is a tool to 
, :, 

, , ~ ~ m m e t r i c a l l ~  reverse the process and allow beings to be free from re- 
:J 17 , -becoming. Based on this analysis, human beings are said to be driven by 

g e e d ,  immorality, lust, and so on. These are socially destructive "unless they 

1' The  Buddhis t  genesis  p rowdes  a basis  for the  B u d d h s t  t r a d t i o n a l  behef in  t h e  o n m n a l  punt) ,  of 
beings 
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are regulated through cultural and social impositions" (p. 11). - The propensity 

to accumulate property through private ownership has also arisen from these 

natural human drives. Tambiah also argues that Buddhism not only 

"postulates private property as a natural fact of human life but also that it is 

advanced as the proxzrnal and anterzor fact leading to the formation of regulated 

society" (p. 13). 

Tambiah's final theme is that after the founding of kingship, which 

provides law and order, the 'gradation' of society forms on a voluntary basis, 
18 as individuals may become monks, traders, farmers or hunters. Although 

human beings are different based on their economic or social conditions, their 

worldly status does not determine the ethical achievements of individuals. 

Anyone who can destroy hislher defilements by perfecting one's knowledge 

about the Truth would become- liberated from suffering. 

A view of private property as a condition to form a regulated society 

distinguishes Tambiah's conception of an economic system from that of 

Sarkisyanz. As commented earlier, there is a question whether the common 

property feature of the sanghascan be applied to the lay community. Based 

on Tambiah's analysis of the Buddhist genesis, human beings have a tendency 

to accumulate property through private ownership. In the discussion below, 

we will observe that most of the teachings for lay people aim at 

unconditioning that tendency through the development of non-attachment. 
d 

Whether it be contentment, generosity or moderation of consumption, these 

principles have a basis on the ex-ante existence of private property in the lay 

community, while providing the way to detach from it. 

2.3 Schumacher and Buddhist Economics 

In "Small is Beautiful," (1973), Schumacher focuses on humanistic economics 

and attempts to place human aspects into the realm of socioeconomic analysis. 

He successfully points out the importdnce of human non-materialistic needs 

and uses them to criticize the modem economic system. He then proposes 

l 8  Tambiah's  concept of societal gradation can be compared with the  dnwion-of labour in economics. 
w h ~ c h  1s formed on the b a s s  of comparative advantage of each person's skill, knowledge, and  
preference 



Buddhist economics and spccifically the concept of right livelihood as an 

alternative. In his words, " I t  is a question of finding the right path of 

development, the Middle Way between materialist heedlessness and 

traditionalist immobility, in short, of finding Right Livelihood" (p. 58) .  In the 

fourth chapter in the book, he expounds the notion of an  ideal economy with 

general references to Buddhist beliefs, its philosophy and values related to 

economic activities. 

Schumacher reveals his understanding of Buddhism when he notes that 

i t  is not wealth that stands in the way of liberation but the attachment to 

wealth. I t  is also not the enjoypent of pleasu;able things but the craving for 

them. He thus contends that the main issue in Buddhist economics is "the 

systematic.study of how to attain given ends with the minimum means" (p. 

55). In his view, right consumption is the means to obtain the maximum well- 

being w i ~ h  the minimum of consumption. This distinguishes Buddhist 

. economics, he argues, from mod6m economics which tries to maximize 

consumption using the optimal allocation of productive effort. 

As there is a universal agreement that a fundamental source of wealth 

is human labour, Schumacher attempts to compare the modem economic view 

of labour with the Buddhist one. Because modem economics combines the 

assumptions of disutility from work for workers and costs of labour for 

employers, every method to reduce workload is then good. He also argues a 

that the division of labour, commonly perceived as  the most effective method, 

tums the work of man into that of a mechanical slave. By contrast, he argues 

that Buddhism takes the function of work to be at least threefold: (1) to 

provide an opportunity to utilize and develop one's faculties; (2) to enable 

oneself to overcome hidher self-centredness by joining with others in a 

common task; and (3) to bring forth the goods and services needed for 

existence. 
i: 

From his point of view, work and leisure are perceived as 
\ 

complimentary parts of the same living process, while the essence of 

civilization is not in a multiplication of wants but in the purification of 

character. Because he views that character is primarily formed by one's work, 



the emphasis should then be put on people, not products; and creative 

activity is more important than consumption. He also claims that Buddhist 

economics places emphasis on the idea of self-sufficiency. The production of 

local resources to satisfy local needs, he contends, is the most rational way of 

life, dependence on imports from afar and the consequent need to produce for 

export to unknown and distant peoples is highly non-Buddhist and justifiable 

only in exceptional cases and on a small scale. He concludes vaguely that 

Buddhist economic planning aims at full employment and especially 

employment for those who need to work in the market. 

There are, however, some shortcomings regarding Schumacher's 

conceptions of Buddhist economics that cannot be easily overlooked. The first 

sho~rtcoming is related to Schumacher's notion of maximizing satisfaction. The 

idea of maximizing something itself contradicts nirvana which is said to be the 

stage where the individual has extinguished desire and clinging. As discussed 

in Chapter 2, the pursuit of satisfaction is one form of clinging to worldly 

happiness. Because the ultimate goal of a Buddhist economic agent is to 

eliminate suffering, literally speaking, maximizing satisfaction cannot eradicate , 
suffering. 

Secondly, Schumacher's view of minimal consumption as  a right 

pattern of consumption cannot be identified as a correct definition of Buddhist 

right livelihood, although it may support his idea of, "small i s  beautiful." 

Based on a shared view by the two bhikkhus [monks] discussed in Section 3 

below, minimal consumption can be justified as right consumption only if i t  is 

consistent with the Buddhist concept of contentment. Moreover, according to 

the four factors to attain bliss for lay people, Buddhist right consumption does 

not stand alone by itself, but must be associated with three other factors: the 

ownership of wealth, debtlessness, and blamelessness. Right consumption in 

Buddhism is discussed in detail in Chapter 5 of this thesis. 

The third shortcoming is Schumacher's perception of "work" as a 

Buddhist means to purify one's character. The path of purification in 

Buddhism does not emphasize work itself, but how to work based on right 



view and right thoughts with right mi8dfulness. 19 * rherefore, if work 

performance is consistent with ihe Noble Eightfold Path, i t  can then be 

identified as a Buddhist means to purify one's character. Moreover, to join 

with other people in a common task as Schumacher stated is not a Buddhist 

way to overcome self-centredness based on the teachings. I t  is, however, 

through the practice of generous giving, morality and developing insight into 

the true nature of phenomena that a Buddhist can overcome self-delusion. 

Schumacher's view of work as a method of purification draws the criticism 

that his philosophical basis is closer to work ethics based on the Judeo- 

Christian-Hellenic tradition (Ba tchelor 1990)." 

Finally, Schumacher's particular idea of a self-sufficient economy may 

have come largely from his personal experience with the Burmese. I t  is 

doubtful, however, that a self-sufficient economy is one of the characteristics 

of Buddhist econo , or even to what extent the economy should be self- 

sufficient. In the discourses from the Buddha's time, there are many stories 

involving traders from afar as well as those in which the ruler is also 

encouraged to assist traders with necessary capital. There is no  indication in 

the scriptures that the Buddha opposed trade in his teachings. There is, 

however, a teaching on what trade is permissible and what is not. 

Schumacher's misunderstanding has partly planted the wrong seed in several 

countries-Thailand, for one--that a Buddhist economy is an  anti-trade 

system. This issue is, however, left to be verified. 

I t  should be noted also that Schumacher's arguments lack a credible 

and reliable source of Buddhist teachings to support his view. Although he 

l 9  Buddhlsm emphasizes transforming one s n e w  of the world and  phenomena through n g h t  
mindfulness whde w o r h n g  Sivaraksa (1992 84) quotes a fam6us story ~ n d x a t i n g  mindfulness a s  
the  p n m a r y  means  of mental  development In Buddhism One day,  a r e h p o u s  leader came to wslt  
the  Buddha and  asked,  "When one follows your Way, what does one do in dady  hfe?" The Buddha 
rephed,  "One walks,  s t ands ,  s l t s ,  hes  down, ea t s  and d n n k s  " The man asked,  "What is so speclal 
about that?" h d  the  Buddha answered, 'h ordmary person, though w a l h n g ,  s t andmg,  si t t ing,  
l y n g  down, eating,  o r  d n n h n g ,  does not know he is walking, s t a n h n g ,  si t t ing,  l > m g  down, ea tmg,  
o r  d n n h n g  When a practitioner of the LVay walks, he knows tha t  he 1s wallung When he  s tands ,  
he knows tha t  he is s t a n d n g  " 

zo In renewlng Schumacher 's  works. Batchelor (1990) notes tha t  Schumacher beheved in the  
rehscovery of spiritual values,  whlch are so vital for the renewal of economic hfe,  through a 
profound re-evaluation of the Judeo-Chnstian-Hellen~c t r ah t ion  alone 
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mentions some Buddhists whom he talked to, i t  is still difficult to accept those 

sources as credible representations of Buddhist teachings." While the nature 

of his view on Buddhist economics may not be entirely consistent with the 

essence of the teachings, his work, however, should be credited as  offering a 

forward step toward Buddhist economics. 

3. On Buddhist Economic Development 
In contrast to the studies in the previous section which proffer Buddhism to 

support political goals, a more recent view of Buddhist economic coamunities 

arises from within the tradition of Theravada Buddhism. I t  is a vision of 

Buddhist economic development that evolved out of a Buddhist belief system 

in Thailand, and was based on a thorough understanding of the teachings by 

Buddhist thinkers, monks and lay persons. 

To the author's knowledge, a few contemporary studies belong to this 

category.u They are, for example, "Dhammic Socialism" (1986)~) and 

"Dhammic Economics" (1988) by Buddhadasa Bhikkhu; "Buddhist Economics" 

(1988, 1992) and "Foundations of Buddhist Social Ethics" (1990) by Payutto 

~hikkhu;" "Seeds of Peace: A Buddhist Vision for Renewing Society" (1992) 

by Sulak Sivaraksa. The works by these three prominent Buddhist thinkers 

have laid the foundation for the emergence of a Buddhist economic movement 

2 1  For example, Ananda Coomaraswamy, "a  man equally competent to talk about the  modern West a s  
the  ancient East" @. 52) and  J. C. Kumarappa, 'the I n h a n  philosopher and  economist" @ 52) 

There a re  some s t u h e s  tha t  can be categonzed a s  Buddhist economics, but they a re  not based 
thoroughly on Theravada Buddhism and are not dscussed here. For example, Fiampongsarn 
(1988)'s 'Dhammic Economics," which is  a study based on the examination of Buddhadasa 
Bhlkkhu's idea on Dharnmic sociahsm. Although the study develops some characteristics of a 
Buddhist economic sys tem,  it is based on eastern philosophy a n d  denves i t s  main ideas from the 
ideologes of universal love and emptiness in Mahayana Buddhism. Though there  is some overlap 
in the principles between the  two schools, the study can not be reviewed thoroughly without 
&stinguishing between s ~ r m l a n t l e s  and  Afferences of Theravada Buddhism and  the  res t  of eastern 
phdosophy, which 1s beyond the scope of this  study. 

D h a m m ~ c  is a P& adjective of dhamma,  or  tha t  in Sanskn t  is dharmic for dha rma  
-7 

24 The works of Payutto Bhlkkhu have appeared under his several sangha ranks ,  dependmg on the 
time each work appeared They are ,  for example, Phra Dhampidhok, Phra  Debved a n d  Phra  
Rajhavaramunl To avoid confusion from readers who are not f a m h a r  with the t r a d h o n  of the 
T h a  sangha Order,  I have chosen to use his ongmal o r d a n e d  P a h  name, "Payutto Bhlkkhu " which 
is a proper way to address a monk in the  T h a  Theravada Buddhist t r ah t lon  I also use a 
translation of "Buddhist Economics" by Dhammawjaya in 1992 a s  a supplement in  the  revlew 



in Thailand. They ,have also stimulated interest in research relatcd to 

Buddhist  economic^.'^ This section reviews their works. . 
\ 

3.1 . Buddhadasa Bhikkhu and Dhammic Socialism 

The late Buddhadasa Bhikkhu is the founder of the Suan Mokh 'remple, a 

meditation retreat community in Southern Thailand which he calls a dhammic 

socialist community. He has been considered one of the great Theravada 

thinkers of the modem era, and has often been compared with Nah 'ar j una, a 
a 

famous historical Indian Buddhist thinker. While he is praised by general 
B 

Buddhist scholars, he has been naturally criticized from several traditional 

Buddhist philosophers for his unorthodox views, and by political 

conservatives for his radical social idealism.26 

This section comprehensively reviews some of Buddhadasa Bhikkhu's 

works that have dhammic socialism as their main thesis. These essays are: 

"Democratic Socialism;" "A Dictatorial Dhammic Socialism;" "A Socialism 

Capable of Benefiting the World;" "The Value of Morality Related to Dhammic 

Socialism;" and "Dhammic ~conomics."~'  His work is arranged into four 

themes. First is a section on modem-age problems and their causes, which 

provides the background for Buddhadasa Bhikkhu's view of the world. The 

second theme relates to the characteristics of a dhammic socialist community, 

which is his concept of Buddhist utopia. Third is a section on economic 

activities in dhammic socialism, which describes his practical view of a 

Buddhist economic system. And fourth is a Buddhist political system, which 

links his view on politic and economiq issues together. 

25 There are  two Masters  theses related to this subject recently submitted to Thammasa t  University: 
"Buddhist Economics and  Development in Thadand" (1991) by Thechapalogul; a n d  "Consumer 
Behawour of Laymen in Prathom .boka  Community" (1993) by Tharnrnasalee 

26 See Swearer (1970, 1986) for detaded descript~on of Buddhadasa Bhlkkhu hls life, philosophy and 
work. 

6 

2: For the  first four essays,  I use a translation of Buddhadasa Bhikkhu's works by Donald Swearer in 
Buddhadasa Bhlkkhu (1986) in our revlew 



3.1.1 Modern Age Problems 

Buddhadasa Bhikkhu (1986) observes human beings and contends they are 

facing what he calls 'modem age' problems. The problems of poverty, hunger 

and illiteracy are only symptoms, he observes, but the fundamental problem 

is the lack of religion and morality'. Iri his view, the lack of religion is an 

attitude deficient in two ways: not understanding the nature of human 

existence and phenomena; and not making an effort to apply the teachings to 

one's daily life. In tum, the lack of morality causes people to lose self- 

discipline, and gives rise to self-centerednesq; a "me" and "mine" mode of. 

thinking. Therefore, people are unable to resist the temptation of desire, 

which consequently causes them to spend money to satisfy their desire for " 

attractive things. He strongly believes that it is this very desire that makes 

people become thieves and criminals. These forces, he asserts, do  violence to 

the balance and mutuality in society and causes all of the above symptoms. 

Buddhadasa Bhikkhu (1986) also relates religious morality with the 

concept of value. He defines value as the way one evaluates things and makes 

choices in daily life. He believes that morality is a basis for real value, which 

is the ability to control and prevent increases in defilements. Based on this 

view, mere materialistic value that ignores morality, cannot correct the 

problems of the world. I t  is rather the cause of all economic problems because 

i t  arouses desire and creates a false sense of necessity. To- bring peace, 

happiness and prosperity to human society, he suggests, without systematic 

lines of reason, incorporation of morality into value. 

Buddhadasa Bhikkhu solidly suggests that practising religion will solve 

modem age problems at their source. In his view, religion can be practised in 

two 'ways: (1) to acknowledge how beings live in nature; and (2) to -live 

according to the law of nature. First, the practice of understanding is a form 

of self-development that enables individuals to perceive the ultimate reality of 

life and nature to the fv!lest extent of which they are capable. With ,this 

understanding, he believes, one will act in a truly selfless way and become 

free of attachment. The second practice is a kind of social order that 
/ 

Q 



incorporates this understanding and morality. He then proposes dharnmic 

socialzsrn as a way to live according to the law of nature. 

3.1.2 Characteristics of Dhamrnic Socialism 

Dhammic socialism is Buddhadasa ~hikkhu 's  idea of a truly human community. 

Buddhadasa ~ h i k k h u  contends that this type of community retains thc 

character of the original state of nature. Similar to Sarkisyanz (1965), 

Buddhadasa Bhikkhu explains that the loss of this state of nature is due to 

ignorance, which ultimately gives rise to attachment and craving. I t  is thus 

essential that each individual attains right understanding in order to restore 

society back to its original state.28 

Without referring to any specific scripture but only his understanding of 

the teachings, Buddhadasa Bhikkhu asserts that a truly human community has 

three characteristics: mutual dependence, balance and harmony. First, .thc 

mutual dependence feature of society is based on the law of nature, which 

indicates that nothing exists independently, but rather, everything exists 

interdependently. Human survival depends upon the support of others with 

a mutual spirit of co-operation and care. This character of society, he 

contends, is a universal vision shared by all religions which have similar 

features of interdependence, loving kindness and a universal religious 

precept. Second, the character of balance indicates a middle way economy 

which is marked by two activities: right consumption and right production. 

They are discussed in Section 3.1.3. 

Third, the character of harmony indicates the 

within a community that the state has a responsibility to 
i 

society in Buddhism is measured by the a1legiance;to dharma, he 
/ 

that laws and moral systems should be develbped along the 

dharmic norms to limit the defilements of each individual. To encourage life 

that its citizens acknowledge as virtuous, he also suggests the state needs to 

promote adherence to d harma. 
\ 

-. - 
z8 Buddhadasa B h a h u  asser ts  t ha t  understandmg can be acquired through 

attention and  m e d t a t m n  in Buddhism, these methods sen re  to  break through the  
greed, ha t red  and  delusion whlchare  roots o t a l l  problems in human soclety 



a n  
3.1.3 Economic Activities in a Dhammic Socialist Commvity  

Buddhadasa Bhikkhu asserts that only in a dhammic s o c i a h  community can 

we deal with the source of problems, and thus their symptoms, in the modern 

age. This type of community is conducive to creating awareness on how to 

become increasingly free of defilements. Without offering concrete 

conceptions, he vaguely argues that an economic and political system should 

meet basic physical needs and promote balanced development where "matters 

of spirit assume their rightful dominance." This vision of the dharmic 

community, he claims, provides the basic principles to guide  all societies in 

recreating the original state of social, political and economic order. His 

conception, without demonstrating canonical support, is that it is a system 

where one can take for oneself only what one needs from nature, while 

producing something extra for the benefits of society as a whole. There arc 

two main economic activities in this system: right consumpt.ion and right 

production. 

First, right consumption is narrowly defined by Buddhadasa Bhikkhu as 

living a simple life with contentment; living with only the materials necessary 

to sustain a life well enough not to have .physical undue hardship, so  that the 

remainder is available for use by other beings. Right consumption also 
a 

implies not to consume in excess, nor to hoard needlessly. I t  is to accumulate 

and own just enough to take care of one's material needs. 

Secondly, in the context of right production, as  he contends, people 

have the right to produce more than they need so that the surplus can b \ 
shared with others. Comparative advantage of production in dhammic 1 

socialism, thus, does not result in trade, but rather sharing and generosity. 

He emphasizes the overcoming of attachment to self a s  the basis of this 

practice. Personal and social well-being can only stem from transforming self- 

attachment and self-love to selflessness and a love for others. 

To support his view of right production, Buddhadasa Bhikkhu refers to 

the law of karma which explains wealth as a reward for being generous in the 

past. The right understanding of the law, he asserts, enables a wealthy 

person to be a benefactor to community. He randomly refers to the scriptures 



2 
to show that the status of a wealthy person in the Buddhist tradition was 

measured by one's generosity, for example the number of almshouses one 

had. In this sense, he maintains that i t  differs greatly from the concept of 

wealthy in capitalism; a capitalist may simply accumulate power and wealth 

for oneself, while a wealthy Buddhist will use hislher wealth to providc for 

the well-being of others. 
d 

311.4 A Buddhist Political Economy 

Buddhadasa Bhikkhu asserts that Buddhism can be categorized as true 

socialism, both in principle and in spirit. The basis for his concept of socialism 

is found first in the setting of the sangha in which every monk is equal under 

the disciplines and shares the communal monastic wealth with few personal 

belongings. Secondly, he contends that Buddhism regards all beings as  equal 
29 in the sense that everybody must face suffering in life. He contends that 

Buddhism is true socialism because i t  promotes the harmonious coexistence of 

all living beings, but *does not give a concrete explanation of the concepts: true - 

and radical. In contrast to true socialism, he claims radical socialism leads to 

discrimination, irresponsibility and competition, aimed at destroying others. 

He contends that human beings can live naturally according to the true ideal 

of socialism and form a co-operative unit which provides mutual benefits 

among beings. 

Buddhadasa Bhikkhu's idea of a Buddhist political system is a socialist 

form of democracy. His concept of democratic socialism is that the rights of 

all beings are respected while one is allowed to take only what one needs. I t  

is a more controlled form of democracy and thus can better cope with the fact 

that human beings have defilements. Because socialism focuses on social 

unity and the examination and correction of social problems, in his view, i t  is 

opposed to the ideal of individual freedom of liberalism. Liberal democracy, 

z9 Buddhadasa Bhlkkhu contends tha t  an example of ideal dhammic s o c i a h n  h a s  evlsted in the form 
of monastic administrat ion since the Buddha's t ime,  and also within the sys tem of Buddhist 
doctnne The Buddha saw fellow humans  and beings a s  fnends  in su f fenng- in  b i r th ,  old age. 
sickness and  death----hence we cannot abandon them With th is  vlew of equah ty ,  h e  argues tha t  
all aspects of the Buddha's teachings have the true sp in t  of sociahsm 



he claims, cannot deal effectively with human defilements, but rather 

promotes selfish and egoistic  interest^.^' 
Although democratic, Buddhadasa Bhikkhu asserts tha.t a leader in 

dhammic socialism should have dictatorship power in making decisions to 

promote the common good and to abolish self-interest. If dictatorial methods 

can help expedite moral solutions to social problems, he argues, i t  should then 

be used to the fullest extent. He also notes that this system does not imply an 

absolute monarchy, although the character of the ruler is the crucial factor in 

the nature of Buddhist dictatorial socialism. A ruler who embodies the ten 

royal virtues, he suggests, will be the best kind of socialist dictator." 

The works of Buddhadasa Bhikkhu are important i* identifying the 

important issues and in directing the development of Buddhist economic 

theory. The primary shortcoming of his work is that most conceptions are 

mainly based on his understanding of the teachings as  a monk rather than 
- 

giving canonical support. In addition, while right consumption and right 

production are significant Buddhist economic activities, and the three 

feature-mutual dependence, tialance and harmony--are fundamental for the 

formation of a Buddhist economic system, there are, however, some questions 
/ 

regarding his concept of dhammic socialism. 

First, his concept of right consumption is only one part of the 

comprehensive teachings regarding the subject. As briefly outlined in Chapter 

2 and further discussed in Chapter 5 ,  a life with contentment implies 

moderate consumption with an understanding that the primarily purpose is to 

sustain life so that one can practice mental development. Right understariding 

then gives rise to generosity and non-attachment. Further, his concept of 

30 Severtheless,  Buddhadasa B h ~ k k h u  also notes that  the ideal hberahsm promotes ult imate freedom 
or  nirvana. In Buddhism, freedom in the fullest sense is the freedom from defilements, where 
worldly freedom, which characterizes hberal democracies, falls to adequately account for 
defilements. - - 

31 The vlrtues are chan ty ,  moraLty, self-sacrifice, integnty,  gentleness, aus t en ty ,  non-anger, non- 
oppression, tolerance, a n d  non-deviation from the dharmic norms Buddhadasa BhlWrhu refers to 
Kmg Asoka a s  an  example of a Buddhist hc ta to r  He described Kmg Asoka a s  a gentle person who 
acted for the  good of the  whole society The lung was dc ta tona l  in the  sense t h a t  if his subjects &d 
not do public works a s  commanded, they were punlshed However, the punishment w a s  socialistic 
in the  sense tha t  it was  useful for society and not for personal or selfish reasons 



'accumulation for one's own needs' should also be broadcned to includc the 

dynamic aspect in Buddhism. As the teachings suggest an individual should 

save one-quarter of wealth for a rainy day, because thc concep't of need is a 

dynamic concept. +. 

Secondly, Buddhadasa Bhikkhu's idea of right production is vague in 

tHe sense that if people have a right to consume only what they need thcn 

what is the basis for their right to produce more than that levcl. 'rhc 

individual's right in Buddhism can be appropriately discussed only based on 

the principles of Buddhist justice. Further, considering right livelihood, thc 
J 

concept of right production in Buddhism is rather related to right actions 

based on morality than to produce in excess of one's need. 

Thirdly, . i t  is questionable whether controlling economic activities in 

society is consistent with Buddhist teachings. It is true that the monastic 

setting upon which he based his idea, is a form of socialist community, but i t  

is doubtful that socialism would be an ideal system for the lay communi 

Rather, Buddhist teachings emphasize right understanding of pheno 

a righteous life based on that understanding. Right consumption 

production should be based on right understanding, developed through the , 

learning process of each individual, while external conditioks should be - 
arranged so that they are conducive to righteous activities. As mentioned 

earlier, as a person joins the sangha by choice in Buddhism, the arrangement f 
of the external conditions should also offer choices of actions. If members in 

society attain some level of understanding and collectively choose to arrange 

their community based on socialism, then that socialist system would be 

con4stent with a Buddhist spirit, but is not necessarily the case' 

Finally, there is a question regarding his concept of democracy and 

dictatorship. I t  may be necessary to distinguish between the process of 

electing a ruler and how the ruler exercises power. I f  a dictator is elected by 

all citizens and not by the appointment of the former dictator, i t  then 

constitutes a democratic system. Also, to assure that a ruler governs society 

under the law of dharma, a recall process endogenous within the political 

system is thus necessary. I t  may not, however, be necessary to pursue 
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dictatorial socialism to establish a Buddhist society. The issue of dictatorship 

should be about the extent and the limitations of the ruler's power.32 In some 

countries, such as the United States, where the president has wide political 

power, the political system is not dictatorial. The system of dictatorial 

socialism can create a very dangerous situation if there is no mechanism 

within the political system that can ensure that the ruler would act morally. 

3.2 Payut to  Bhikkhu and Buddhist Economics 

Payutto Bhikkhu is a Thai monk and scholar who is primarily regarded in 

Thailand as a scholar of text and doctrine. He provides several doctrinal 

perspectives on what may be usefully employed in Buddhist economics in 

several pieces of work written in Thai as mentioned above. While an article 

(1990) in English is included in Rusself Sizemore and Donald Swearer (1990), 

several of his speeches and works have also been translated into English and 

compiled as a book entitled, "Buddhist 'Economics," (1992). rn 

The works of Payutto Bhikkhu are arranged into three parts: ( I )  the 

importance of economics in Buddhism, (2) the limitations of the present J 

economic theory, and (3) the characteristics of Buddhist economics. The first 

part summarizes Payutto Bhikkhu's citation of several discourses in the .Pali 

texts as he attempts to indicate the importance economic issues in 

Buddhism. The second part lays out his arguments on the limitations of 

modern economics or what is known as neoclassical economics. They also put 

fonvard important points that distinguish Buddhist economics from modern 

economics. Payutto Bhikkhu concludes that there is a necessity to develop an 
/f- 

economic theory based on the Buddhist understanding of nature; the necessity 

leads to the third part. 

3.2.1 The importance of Economics in Buddhism 

Payutto Bhikkhu (1988) rh~ers to one discourse which indicates that basic 

economic problems-for example, hunger and poverty-must first be ove.rcome , 

52 In a large s o a e t y ,  ~t may not be possible for a hc t a to r  to take  c t r e  of the welfare of all citizens X 
delegation of power to  appropriate personages may thus  be essential in Buddhism, a s  the  Buddha 
delegated au thon ty  and  some of h ~ s  dutles to the sangha when there were enough enhghtened 
monks in the monastic community 
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before a noble life can begin. 33 He explains that when people are 

overwhelmed and suffer from physical pain, they may be so preoccupied with 

the mere struggle for survival hat they are incapable of understanding 

dharma or doing anything to furt d er % their spiritual development. He defines 

the problem of poverty as twofold: (1) a problem of material shortcomings, 

and (2) a problem of having less than what one desires. He contends that 

insufficient material well-being has to be overcome before one can cultivate , 

mental development. In turn, mental development is a tool to eliminate 

improper desires, which form an inappropriate attitude towards wealth. 

Buddhist economics should then aim at solving the twofold problems of 
34 

-a* 

poverty. 

Referring to the scriptures, Payutto Bhikkhu (1990) notes that the 

possession of wealth by lay people is often praised by the Buddha, while 

Q 
rightful possession of wealth is pre-determined by the appropriate acquisition 

of wealth.35 Based on the law of karma, he maintains that wealth is perceived 

as a sign of virtue in previous lives and as a means for gaining merit. And 

because wealth impcoves social welfare, i t  contributes to both individual 

perfection and social good. Iie also refers to the Pali texts, which emphasize 

taking oneself as  one's own refuge; each individual is at least responsible for 

his/ er own well-being and perfection. In the context of rzght lrvellhood, i t  /' 
means that one has to be able to support oneselbfinancially through effort and 

dilig~nce. He also contends that Buddhist teachings exhort lay people to seek 

and amass wealth in a rightful way. Wealth acquisition is acceptable if i t  also 

promotes the well-being of both the individual and the community. If ,  

C 
towever,  o n 6 s  wealth grows to the detriment of the well-being of others, that 

wealth is viewed as harmful and considered a problem. 

$2 

" See Chapter  2 (4 1 1) for details of the dscourse  

3* Payut to  B h k k h u  (1990) also asser t s  t ha t  the m a n  concern in Buddhist economics is not with 
scarcity, bu t  with t he  h u m a n  response to con&tion+oth physical a n d  mental--in the i r  Lves 

C 

35 Even componng two monks who are  equal in other quahfications a n d  v i r tues ,  t h e  one who receives 
more offenngs is p r a s e d  (Payutto B h f i h u  1990 40-11) 



3.2.2 Limitations of t$e Existing Economic Theory 

Payutto Bhikkhu (1988) consisRntly maintains that there are limitations to 

e co~omic  theory in the present day or what he calls "the Industrial ~ ~ e . " ) ~  

1; The first limitation is the specialization of knowledge. He notes that 

economists keat economic activity in isolation from other forms of human 

activity and from other academic disciplines. In Buddhism, he suggests, 

economics cannot be abstracted from other branches of knowledge and 

experience if i t  aims to remedy the problems facing the human race. 
4 

The second limitation is the issue of value judgement. He notes that 

economics is not free of ethics but inattentive to them. He gives several 

examples to demonstrate the intimate and significant effects that ethics and 

values have on economics both directly and indirectly.37 Based on these 

examples, he argues that i t  is impossible for economics to be a value-free 

science. He points out that the starting point for economics-the axiom of 

utility maximization-is a function of a value sy.stem in society that &s 

more-to-less. The goal of economics is also to satisfy those satisfactions. 

Economic decisions concerning production, consumption, etc., are thus largely 
.' 

value-dependent. 

The third limitation concerns a dilemma in economics because i t  aims to 
.. solv&' fhe  problems of humanity while, at the same time, striving to be a 

science. He notes two reasons for this point. First, economic theories 

encompass many unverified assumptions which have no basis in science-. 

Second, science examines only the material side of. truth in the world. If 
- economics should actually become a science then i t  would be limited in its 

ability to remedy human suffering. To remedy this weakness, he suggests 

36 Payutto B h k k h u  &d not clanfy his notion of "modern economics" whether it imphes  neoclassical 
economlc pnnciples or  a capitalist system In T h a ,  both words tha t  he often u s e s " w e s t e r n  
economicsn or  "modern economicsn -+an imply both pnnciples 

3' For example, an  economy would be negatively affected fmm a high rate of cnmina l s  in the  area  
Xdvertlsements can st imulate the desire for products and cause consumers to spend more than 
they earn  and  plunge themselves into debt Confidence m the law and  regulations keeps those 
institutions such a s  banks  w the stock market functioning properly Moreover, human values 
became economic vanables  because industnousness,  honesty, devotion to work a n d  punctuahty 
have great effects on both productiwty and efficiency Conversely, boredom, cheating,  dshonesty ,  
&scnmination,  confhcts, even anmeties and  depressions have adverse effects on productivity 



that economics needs to open itself up, co-operate with other disciplines, and 

include the question of values to see the whole causal process of economic 

activities while maintaining its scientific character. 

The fourth limitation is that economics lacks clarity in its understanding 

of human n a t ~ r e . ' ~  He notes that economics concerns itself only with the 

* quantity of demand .while ignoring the quality. He observes' that m o d e r ~  

economics and Buddhism both agree that humankind has virtually unlimited 

wants. Buddhism, however, explains further that there are two kinds of 

wants: the desire for pleasurable experience and the desire for true well-being. 

While the former is unlimited desire for the things that feed the sense of self, 

the latter is limited desire for potential self-development. Thus the two tend 

to be in frequent conflict with each other. For example, food that is consumed 

to satisfy the desire for taste may not be the same type of food that provides 

true well-being. 

Finally, Payutto Bhikkhu alleges a narrowness of economic thought 

because of its limited definition of economic activities. Considering two kinds 

of desire, he suggests that there should be two kinds of v a l u e s a n  artificial 

value and a t as two types of consumption activities: 

consumption as s and services to satisfy wants; and right 

consumption as s and services to satisfy the desire for true 

well-being. In summary, he maintains that modem economics was not 

developed with a true understanding of human nature, and the criteria of 

normative economic behaviour are not based on moral principles. These 

limitations make i t  difficult for the modem economic discipline to respond to 

the symptoms of the problem. Therefore, he contends, there is a necessity to 

develop an economic theory based on Buddhist principles. 

Payutto B h k k h u  also notes tha t  the  relationship of dharrna to econornlcs 1s not confined to the  
sphere of ethics. but  also connected to the nature of things The word 'dharrna" means  the  t ru th .  
o r  in other words the  complex and dynarnlc process of cause-and-effect t h a t  consti tutes ou r  world 
Economcs 1s not in harmony with the way things are ~f ~t  is hsconnected from the  t ru th  
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3.2.3 The Major Characteristics of Buddhist Economics 

Payutto Bhikkhu (1988) contends that an ideal Buddhist society should be 

peaceful, stable, and secure to a large extent. He shares Buddhadasa 

Bhikkhu's view that an understanding of dharma is a prerequisite condition 

for Buddhist economic life and society. A Buddhist economic system, he 

contends, has to ensure that all economic activities lead to a life in which 

people can be creative, develop their potential, and endeavour to be good and 

noble. Economic activity, he insists, is only a means toward an end: a noble 

life for the individual, and social development for society. That is, 

consumption and wealth are merely economic tools for human development 

and the enhancement of quality of life, but they are not goals in themselves. 

Referring to the Pali texts, Payutto Bhikkhu emphasizes that economic 

principles are related to three interconnected factors of mutual dependency: 
% 

human beings, nature and society. Buddhist economics, thPrefore, must be in 

harmony with, and, support the whole causal relationships among these three 

factors. That is, while each individual enhances one's quality of life through 
P 

economic activities, one must not tause -degeneration in the quality of the 

ecosystem, nor harm others by causing distress or agitation to society. 

Payutto Rhikkhu then suggests two major characteristics of Buddhist 

economics: the middl&way economy and the non-harming principle. While 

the middle-way economy establishes the interrelationships between human 

beings and t@ natural environment, the non-harming principle is a basisAfor 

relationships among human beings within society. 

The first character, the middle-way economy, is similar to Schumacher's 

notion of a middle way economy, but more grounded in references to the Pali 

texts. In the middle way economy, as Payutto Bhikkhu (lf88) suggests, each 

individual should live hisfher life according to the Noble Eightfold Path; 

avoiding the extremes of self-indulgence and asceticism. I t  is the middle way 

between too much and too little. 'Consumption, production and other 

economic activities thus have to be at the right amount, where the 

enhancement of true well-being coincides with the experience of satisfaction. 
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He notes that production always involves destruction bccausc during 

the process of production we transform one substance or form of encrgy into 

another. Production, thkrefore, can be divided into two types: ( I )  net 

production value that offsets destruction; for example, production that entails 

the destruction of natural resources and environmental degradation; (2) 

production for destruction, for example, arms manufacture. There are also 

two kinds of production in both types: production that enriches the quality of 

life and production that destroys it. Only when net production value offsets 

destruction value while enhancing the quality of life, can production be 

justified as  right production in Buddhist economies 

The middle-way principle suggests that Buddhist economics takes a 

different path from existing economics. Modem economic principles, as 

Payutto Bhikkhu points out, weighs the essential value of goods in their 

ability to bring satisfaction to the consumer. However, heavy consumption 

and strong satisfaction have both positive and negative results.39 In Buddhist 

economics, definitions regarding the benefits from goods and services have to , 

' 

be modified to provide the consumer with a sense of satisfaction that 

enhances the quality of one's life. 

The second characteristic is the principle of not harming oneself or 

others. Payutto Bhikkhu (1990) asserts that in B.uddhism the individual's 

virtue is linked, or co-arises with the welfare of society. Wholesome acts 

performed by members of the community will result in social harmony, 

maintenance of natural order, cultivation of social well-being, and attainment 

of economic prosperity for the community as a whole. These social .conditions 

can, in turn, help individuals achieve the state of liberation. The mutual 

dependence among people in a Buddhist society can be characterized by three 

relationships: associations among people, interactions between the monastery 

and lay people, and the roles of a political leader. 

7 

39 F o r  e x a m p l e ,  people w h o  have  enough food for the i r  needs a r e  not encouraged  t o  e a t  a s  much  a s  
they  desire  i n  a Buddhis t  economic world.  People who e a t  for t a s t e  only of ten overea t  a n d  m a k e  
themse lves  u n h e a l t h y .  In s o m e  case ,  they gwe no thought  a t  all  to  food v a l u e  a n d  w a s t e  much 
money on artificial q u a h t i e s  of food. P leasure  a n d  satisfaction in e a t i n g  a r e  not  a m e a s u r e  of value.  
because t h e y  d o  no t  g u a r a n t e e  o r  enrich o u r  quality of Life. O n  t h e  c o n t r a q ,  t h e y  c a n  somet imes  
destroy o u r  t r u e  welfare  
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First, regarding associations among lay people in society, he contends 

that having noble friends is one pre-requisite of right l i~el ihood. '~  Referring 

to the scriptures, he notes that in Buddhism, each individual has duties to 

fulfill as  a member of society. The specific role depends on one's position in 

accordance with their r e~a t ionsh i~s . '~  Because the law of karma ensures that 

one lives within the community one deserves, it  then takes good individuals 

to create a good society and a good society to sustain good individuals. Each 

individual can reform society by living life along the Noble Eightfold Path 

while fulfilling their social responsibilities. Karmic actions along the Path that 

are performed independently by each individual, although outcomes are 

interdependent, are non-violent means to gradually r e f o h  a society. 

The second relationship in Buddhist society is the mutual dependency 

between the sangha and lay people. Payutto Bhikkhu (1990) examines several 

Buddhist disciplines that ensure that monks cannot isolate themselves from 

lay people and the community." The responsibilities of Buddhist monks, as 

he notes, are: maintaining the teachings for the rest of society, training 

themselves towards liberation, and helping others in the community to live 

virtuous lives by giving advice based on the teachings to help them with their 

daily problems.43 In return, lay people are to provide material support, such 

as,. food, robes, shelter and medicine. As the disciplines prohibit the 

accumulation of wealth while encouraging contentment within the sangha, 

material support, either through donations to individual monks or via 

financial support to monasteries, is commonly in excess of demand, and is 

subseGuently redistributed back to society. Thq daily contact bGtween monks 

:The Buddha always considered hlrnself a fnend to hls  dmxples, helping them to  progress along the 
hberation pa th  Payutto argues tha t  'vt'ebenan analysis, whlch a t t empt s  to  vlew 
Buddhism apar t  from i t s  may have resulted from an  ignorance of t he  teachings 
regardmg associations 

4'  See Chapter  2 (4 3) for d e t a u a b o u t  these relatlonshlps 

Theravada  Buddhist mo ed to cook or prepare food for themselves,  but have to rely 
solely on the  a lms round 

a Xccordmg to the  P& text  tes, the Buddha praised one who hves for both h ls  own and  others' 
profit,  t he  h g h e s t  among e s  of persons ~n the world The other three  are  people who hve 
for the l r  own profits, but e profit of others,  people who hve for others '  profits, but  not for 
their  own profit, and  peo es  neither for their  own and othgrs' profit 



and the rest of society has thus resultcd in a uniquc aspect of a Buddhist 

economic society: a co-operative society marked by a spiritual and material 

system of exchange. This co-operative society, he asserts, is purposefully 

designed to provide the best social context necessary for the pursuit of 

libera tion. 

The last relat \ onship is between the leader of the community and its 

members. As Pa utto Bhikkhu's observations are similar t~ those of r" 
Sarkisyanz and Buddhadasa Bhikkhu, thcy are not discussed here. 

Similar to Buddhadasa Bhikkhu's works, the contributions of Payutto 

Bhikkhu have provided a vision of how the Buddhist economic system would 

look based on a thorough understanding of the teachings. Payutto Bhikkhu, 

in particular, applies his extensive knowledge of the canonical discourses to 

support his concept of Buddhist ec P its. Nevertheless, its characteristics 

are not sufficient to model Buddhist economics, both in theory and in practice. 

For example, although mentioning right consumption and production, - 

Payutto Bhikkhu does not clanfy the scope of Buddhist economic activities. 

Based on the scriptures, the scope also includes exchange, services, protection 
I 

of wealth, and distribution of wealth. The concept of right amount regarding 

each economic activity should also be concretely defined based on the 

Buddhist . ethical principles. Moreover, the role of sangha community, 

although unique, is not a main economic function in a Buddhist society. The 

non-harming principle should also be applied to economic relationships ~JI a 

system such as between sellers and buyers, or employers and employees. 

These deficiencies are addressed within the discussion of the Buddhist 

economic system in Chapters 5 and 6. 

Another criticism is that there is no systematic framework to support 

the derivation of those characteristics. Payutto Bhikkhu has used and 

interpreted the Pali texts in an ad hoc fashion, without developing a set of 

fundamental building blocks that can be used as a general tool in economic 
ld 

analysis. Buddhist principles do not stand alone by themselves, but instead 

should be based on a Buddhist holistic view of the world. A systematic 
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, development of Buddhist economics is necessary, which is the main task of 

this thesis. 

Finally, there are also some weaknesses of Payutto Rhikkhu's critique of 

modem economics. First, i t  may be true that the traditional view of ' 

economics considers human values and ethics a different field from economic 

behavioural issues." Nevertheless, there have been several attempts by 

economists to incorporate the moral dimension into neoclassical theory. For 

example, the normative analysis is always a benchmark in the neoclassical 

paradigm in this regard. Recently, several works have been written that 

address moral and value issues in economic principles.. They are, for example: 

Etzioni (1988), and Etzioni and Lawrence (1991).'~ Secondly, there is also 

another approach, which offers an alternative model to the traditional 

neoclassicaI model by incorporating the environmental factor into a new 

paradigm. The representative( work is by Daly and Cobb (1989) who base 

their analysis and suggestions on a holistic view of the which is 

similar to BucQdhism. 
%. 

" See Lionel Robbins' influential essay (1962) as  a representative work tha t  views the  na tu re  of 
economic sclence a s  d f f e ren t  from values and ethical consideration. 

45 These works am a t  developing a new p a r a d g m  based on the ontology, and  also suggesting ways to 
synthesize two para@ms In "The Moral Dimension," Etzioni, t n h n g  a deontological position, sees 
in&vlduals a s  able to act rationally, advanung their self ("I"), but  their  ability to  do so  is affected 
by the i r  m e m b e r s h ~ p  in the  community ("We") Indvlduals pass moral judgement over the i r  urges, 
a n d  thus ,  moral  commitments are a cause tha t  partly e x p l a n s  behavlour Indwlduals are  assumed 
to make decisions largely on the basis of emotions and value judgements, and  secondarily on the  
basis of logmd-empirical considerations The dec n-malung actor ems t s  only wlthin the  social 
context of communities, a n d  markets  and  exch a 2 -  ges are understood a s  subsys tems withln the  
broader context of society, culture and pohty Etnoni 's  I&We p a r a d g m  also a s sumes  tha t  no 
exchange occurs among equals but t ha t  one o r  more partles has  a power advantage Etzionl's 
emphasis  on the  role of morals or  values in the decision-makmg process makes  it Interest ing to 
note for th ls  thesis  The work ddfers significantly however, In t h a t  it does not focus on the  specific 
morals t h a t  in&vlduals adhere to such a s  the Buddhist pnnciples of thls  thesis  

Daly a n d  Cobb begm by outhning what  they call "wdd facts"--ozone layer depletion caused by 
chlorofluorocarbons, global warmlng caused by C02 emlsslons, and  rapidly dechnmg biodversi ty 
caused by species extinctlon+o questlon the success of what is  commonly accepted a s  economic 
growth They argue tha t  the  scale of human a c t l w t h g r o w n  too large relative to the  biospher 
to the extent  t h a t  fur ther  growth w d l  soon become 'uneconomic growth t h a t  impovenshes  r a t  / e r  

i/ 
t han  ennches  " They a t t n b u t e  the pmblem to "unsound economlc pohcies " They question the 
basic assumption in neo-classical economcs tha t  in&vlduals act to  optlmize the i r  own self- 
interests ,  which imphes t h a t  other forms of behawour are not rational Although they criticize 

many aspects of modern economic theory In the first quarter  of the  book, they do not wish to 
d s c a r d  it completely Instead,  drawing fmm a Chnselan t h e o l o ~ c a l  background, they propose a 
model based on market  pnnciples,  but reconstructed on a p a r a d g m  where ~ n d v l d u a l s  are  
motivated a s  people-m-cornmunity, where  community can be national or  r egona l  a n d  also 



3.3 ~ i v a r a k s a  and n Buddhist Vision to Renew society I 
' /  

rT 

Sivaraksa, a prominent Thai social activist and an engagrd Buddhist, sets out . 

his ideas for revitalizing society along Buddhist teachings. This translated 

book is a collection of his works on this particular issue. His, argument is 

arranged into two themes: first, Western economic development and, sccond; a 
J 

Buddhist approach. The first theme describes Sivaraksa's views of Western 

economic development, which, in association with defilements, arc seen as lj . . - 
,.a 

the main causes of all social and economic problems. His criticism of'western . 

economic development partly provides a basis for thP arising of the Buddhist 0 

Economic Movement in Thailand as an alternative choice. The second theme . f 

summarizes his proposal of Buddhist economic development as  an  alternatiee . , 

solution to renew societies in developing countries. 

3.3.1 Western Economic Development and Defi lemnts 

Sivaraksa first observes two primary causes that give rise to economic .=, 

problems in developing countries; external causes and internal causes. . < 

r*. 
8 - ' .  

External causes have three factors: consumerism, export-oriented promotion 
- 

policies, and a model of Western economic development. In his view, the 

first external factor, consumerism, is' a means for developed countries to 

economically colonize less-developed countries. He criticizes consumerism for 

encouraging consumption patterns that imitate industrial advanced nations 

before developing nations can establish their own indigen& industrial 

capacity. He also views education and mass media as causes for stimulating 

the desire for consumer produ&s. 

Sivaraksa also asserts that the second external factor, export-oriented 

promotion policies, increases the dependence on external economic powers for 

less-developed countries. People are encouraged to grow food not for their 

consumption, but for shipment to the national and world markets. 

encompasses future generations and other non-human ecosyst,ems Their  model a ims  l o  sever u hat  
they see a s  the  destructive belief t ha t  economic growth, population growth and  technoloqcal  
change a re  healthy Their model proposes tha t  we a m  for an  optimal s i q l n  which the  community 
can provlde a sustamable life for i t s  members They expmine the  broad pollcy impLcations on 
topics such a s  free t rade ,  population, land use, industry, labour, taxes,  enwronment  and  
development # 



Consequently, he argues, village self-sufficiency has been gradually destroyed 

and replaced by market forces over which the villagers have no control. Local 

people are forced to become dependent on the market for necessities, such as 

clothing, electricity, water, and so on, as well as consumer goods from 

developed countries. He adds that because the vast majority of rural 

producers have no bargaining power concerning market prices, rent, or 

wages, their costs of production continue to increase relative to their income. 

As a result, personal debt is mounting, and problems of migration to the 
/ 

urban areas, child labour and prostitution emerge. He calls this process rural 

exploitation for the sake of market efficiency. 

The third external factor is the dominant model of Western economic' 

development. In his view, this econdmic theory, which equates to capitalism, 

is essentially materialistic and causes less-developed countries to be trapped in 

a vicious cycle of development as described above. Because i t  is based on 
C 

economic growth as  measured by the GNP, he claims that this type of 

development focuses on seeking massive funding for industrial enterprises. 

Consequently, only multinational corporations benefit, while the local people 

are left at the mercy of international financial institutions. In this type of 

development, people are perceived only as labour forces andlor consumers. 

Regarding internal causes, Sivaraksa argues that capitalism and 

consumerism are driven by three unwholesome roots: greed, hatred, and 

delusion. He observes that countries that take refuge in mdterialism, no 

matter which ideological camp they belong to, scarcely differ in outlook. 

Moreover, as development continues, new problems appear faster than they 

can be solved. Technocrats, however, are unable to stop the spiraling. He , , 
maintains that this lifestyle, which is unsustainable and relies on the 

exploitation of others for survival, is immoral. 

3.3.2 Buddhist Economic Development 

~ o n s i d e n n ~  the vicious circle of development, Sivaraksa develops an 

alternative Buddhist model based on an examination of some Buddhi3t 

discourses focusing on virtues and duties. Without referring to specific 



discourses, he characterizes a Buddhist society as one of co-opcration, no- 

property, egalitarianism, and democracy. He suggests that it is a modcl of 

development that puts people first in political and economic life. He 
emphasizes that Buddhist economic development must aim to reducc 

defilements while promoting equality, love, freedom, and libera tion. 

In Buddhism, as  Sivaraksa asserts, it is the reduction of desires, that ' 

constitutes development, and thus human values should be taken into account 

in assessing development plans. His suggestion on the means of Buddhist 

economic development can be grouped into two approaches: physical 

development and human development. The former approach aims to provide 

the basic physical necessities to keep one alive, while the latter aims at 

internal fulfillment to eliminate defilements and is necessary in sustaining the 

process of the former. Only when two approaches are combined can 

development achieve true quality of life. 

Physical development has two features: con ten tment with consumption 

and a human scale technology. Sivaraksa's view on contentment is similar to 

that of Payutto Bhikkhu; therefore, i t  will not be discussed. His view on 

technology is.based on that of Schumacher's idea of 'small scale technology,' 

but he expands it to include environmental issues. His concept of human 

scale technology, unfortunately, has no substantial doctrinal s u p p ~ r t .  = 

In turn, human development is based on a process of personal 

transformation, which will lead to greater moral responsibility. In his view, 

people who seek to live spiritually must be concerned with their social and 

physical environment. There are two means necessary for the process: (1) 

inner awareness with effective social action, and (2) changes in values. 

The first means is consistent with Buddhist practice, which emphasizes 

a deep commitment to personal transformation. A first step, he suggests, is 

to be aware of suffering; suffering is universal. As a result, one can then 

relieve a certain amount of anxiety. The next step is to apply the insights 

gained from realizing how defilements impact society, into a n  outer level of 

practice. Social actions must be based on the principle of non-violence, 

whereas he suggests the five precepts as the way for individuals to practice. 
* 



From his point of view, the end result is less important than the way we act; if 

the means are righteous, a righteous end will consequently be achieved. 

The second means, changes of values, aims to restore balance and 

flexibility in economics, technologies and social institutions. Similar to 

Payutto Bhikkhu, Sivaraksa notes that value systems and ethics are not 

peripheral to science and technology. In fact, they constitute the basic 

assumptions and the driving forces of science. A shift of value from self- 

assertion and competition to co-operation and social justice, from expansion to 

conservation, from material acquisition to inner growth, would be of prime 

importance in creating a Buddhist economy. These changes areq also 

important, he asserts, in developing new science-and new t e ~ h n o l o ~ i e s . ~ '  

Besides the two necessary means mentioned above, Sivaraksa also 

emphasizes preservation of civil liberties. Regarding liberty, he notes that 

there are three interrelated levels of freedam: (1) the basic freedom to live ., 
without fundamental insecurities that threaten existence, such as poverty, 

disease, and famine, (2) social freedod which guarantees a tolerant and 

benevolent socia1 order, and (3) freedom of mind, which means free 'from 

greed, hatred, and delusion. 

In general, Sivaraksa's ideas of Buddhist economics are similar to those 

of some studies reviewed above, especially Schumacher, and Buddhadasa 

Bhikkhu. However, his effort in linking seve? issues together to create a 

Buddhist model must be acknowledged. Overall, his interpretation and 

application of Buddhist teachings to address today's problem5 and his view on 

Buddhist economic development are also innovative and offer many new 

insights. Although he outlines what a system would be like in terms of vision 

and concept, no cokre te  operating system has been suggested. 

There are also some shortcomings regarding Sivaraksa's view of a 

Buddhist economic society. First, i t  is questionable to characterize a Buddhist 
i 

society as- no-property as discussed earlier related to Tambiah's viewpoint in 

* " Slvaraksa  also exarnlnes T h a  t r ad t ions  to find some guldance on th ls  issue In h ~ s  words. "in 
s tead  of just absorbing Western values, denved from the Greco-Roman and  .Judeo-Chnstlan 
t r a h t i o n s  a t  the expense of our  own inhgenous  models, we must  find a middle pa th ,  a p p I j ~ n g  the 
best of both in an  in t ehgen t  way" (p 9) 



2.2 and a critique on similar view of Buddhada-sa Bhikkhu in 3.1. Secondly, 

the concept of egalitarian also needs to be clarified; in what sense equality is 

just in a Buddhist society. Thirdly, his discussion regarding Buddhist ' '! 
economic development narrowly emphasizes actions at the individual level. I t  

should, however, include how to arrange the structure of society so that i t  is 

conducive to righteous ekonomic activities based on the scriptures laid out in 

Chapter 2. These shortcomings are addressed in Chapters 5 and 6. 

4. On Buddhist Social Ethics 
This section focuses on recent studies that address the nature of Buddhist 

social ethics, especially the moral issues associated with material wealth. As 
b 

discussed above, i t  is apparent that material well-being is one important factor 

contributing to the development of a Buddhist economic community. This 

section reviews the collected essays of nine Buddhist scholars with a focus on 

Theravada attitudes toward wealth from different perspectives, "Ethics, 

Wealth and Salvation: A Study in Buddhist Social Ethics," edited by Sizemore 

and Swearer (1990); and "A Buddhist Economic System" (1990) by Frederic 

Pryor, which is related to the essays.48 The essays apply the teachings to 

illustrate the relationship between the Buddhist path of liberation and material 

well-being, both at the i d v i d u a l  and social levels. 

As the collected essays belong primarily to the field of comparative 

religious ethics, they address a wide range of topics from different 

perspectives, of which only part relate directly to Buddhist economics. This 

review arranges their contributions into two main subjects: principles for 
TI f 

individuals related to material wealth; and the function of institutions within a 

Buddhist society.49 

* The actual  collections by Sizemore and Swearer contain the essays of twelve scholars The essays 
by Steven Kemper a n d  Charles Keynes are  not rewewed here because their  analyses are  not the 
doctnnal approach but 'how Buddhists actually behave and interpret  the i r  behanour '  @ 1-17), 
w l d e  Payutto B h k k h u ' s  (1990) essay is renewed earher in Sectlon 3 2 

a Sizemore and  Swearer informatively review each essay separately in the Introduction of each 
section 



-- 4.1 A Principles for Individuals Relating to Weal&' 

Sizemore and Swearer, in th@r Introduction (1990); summarize the.  views 

shared among the contributors of essays pertaining to Buddhist social and 

economic ethics. There is an agreement among scholars that the attitude 

towards wealth, and not the level, is the central issue of wealth in Buddhism. 
t 

They also agree that Buddhism does not reject material *well-being, but rather 

offers many ethical ,fibrms for properly handling wealth. The notion 'of a 

middle way in Buddhism does not exclude a comfortable lifpstyk nor is i t  anti- 
f 

materialistic (Pryor 1990). Right livelihood is then n d - a  question of the 

polarities of wealth and poverty, but of how to acquire wealCh and how to 
4 

manage it. 

The contributors also share-the view that stresses an  attitude 

of non-attachment as  a virtuous attitude towards wealth. To practice this 

attitude, wealth has to be acquired through righteous means, utilized with 

contentment, and be distributed generously, but wisely. This section divides 
t 

Buddhist ethics related tb material wealth for the individual into four topics: 

righteous actions and the acquisition of wealth; non-attachment and the 

possession of wealth; generosity and the distribution of wealth; and liberation 

and the morality of wealth. 

4.1.1 Righteous Actions and Acquisition of Wealth 

Frank ~ e ~ n o l d s  (1990) notes that the riihteous acquisition of wealth is crucial 

in a Buddhist economic society because the law of karma aemonstrates that 

virtuous actions lead to increases in both the individual's and the community's 

wealth. He refers to stories within the teachings to affirm that morality is 

conducive to not anly individual wealth but also the wealth and well-being of 

the community. This is because the law of karma works to ensure that moral 

behaviour leads to a higher status as well as the possession and enjoyment of 

greater amounts of material wealth. Thus, Buddhist teaching advises lay 

people to observe the five moral precepts. That is, wealth should not be 

acquired under five conditions: killing, stealing, involving illicit sexuality, 
i 
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/ .lying, and involving intoxicants. The five precepts arc basically a combination 
=a 

of the right actions and right speeches of the Noble Eightfold Path. 
'J b 

4.1.2  on-attachment and Possession of Wealth . 

Sizemore and Swearer (1990) summarize non-attachment as  the basic moral 

attitude toward wealth in Theravada Buddhism. Non-attachment is to possess 

and use material things but not to be possessed or used by them. Reynolds 

(1990), especially, asserts that wealth i s  perceived as  a means to offer not only 

the opportunity for renewed giving but also as  a temptation toward craving, 

which ultimately leads to suffering in the cycle of existence. Amassing wealth 

in this life can lead to rebirth in a lower social and economic status if i t  was 

attsined by immoral means, stirigy habits, or if i t  gives rise to pride or greed. 

Hence, ~ e ~ n b l d i  4 : argues that lacking true knowledge of &hy one 

becomes endowed with current wealth leads to self-indulgent action. He 

maintains, therefore, that right view plays an important role in practising right 

livelihood. Right view of the law of karma implies recognizing material 

prosperity as  a conditioned, temporal phenomenon. It also rejects self- 

indulgent craving for wealth as a harmful delusion. In short, right view is the 
,' 

philosophical basis of an attitude of non-a ttachment towards wealth. i, 

Considering a Buddhist path of liberation, there are two ways of 

practising an  attitude of non-attachment toward wealth. They are 

contentment and generosity. From an economic perspective, life with 

contentment implies a purpose in order to avoid irresponsible and wasteful 

expenditures, while being generous results in redistributing wealth back to 

society. While Buddhadasa Bhikkhu and Payutto Bhikkhu focus on life with 

contentment, tfie contributors ih this volume generally focus on generosity. 

Pryor (1990) mentions that there is, however, no  indication of an 

optimal path for acc'umulating wealth and giving i t  away in Buddhism. His 

argument in this regard is a question of the intention and attitude of giving. 

4.1.3 Generosity and Distribution of Wealth 

In Buddhism, the act of generosity relates individual perfection with social 

good, and the individual's spiritual welfare with the material welfare of the 
e 
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community. The teachings emphasize generosity as  a tool to redistribute 

wealth, and interconnect the sangha and lay people. ' Several 

cont r ibutur~Reynolds ,  Nancy Falk and Creen-find that the Buddhist 

tradition offers guideline$ on how to share wealth within society and outline 

the conditions for social harmony and also spiritual advancement for the 

individual. Based on their findings, they share the same view that Theravada 

Buddhism is a visibn of a co-operative society marked by spiritual and 

material reciprocity between the monastic establishment and the laity. This 
r. 

kind of society is purposefully designed to provide the optimal social context 

necessary for the pursuit of liberation. 

The contributors agree that generosity is an  important moral idea in 

Theravada Buddhism which lea>ds to a higher position of wealth in both th& 

life and-tfte lives that follow. The law of karma is a mechanism in Buddhism 

to ensure perfect harmony between virtue and prospetity. Strong's (1990) 

analysis finds that virtuous karmic acts l e a 4  to an  improvement in material 
7 

well-being through a higher status in the hierarchy of cosmic .and social 

existence. Actions violating dhammic norms will adversely lead to a lower 

status with increased increments of suffering, poverty, and hunger. Reynolds 

(1990) also comments that the righteous use of wealth does not only bring 

benefits to oneself, but also raises the spiritual and material status of the r 
community as a whole. 

Falk (1990) examines, the stories of exemplary donors in the Pali texts, 

noting that they illustrate a superabundance of material goods, the results 

from the non-attached giving of previous wealth. The stories also show that 

the prosperity of societies can be traced to he i r  compliance with virtuous 

activities. In this sense, Falk also states that wealth is perceived as  a mark of 

virtue or an appropriate reward for righteous activity in the p.ast as  well as a 

means for gaining merit in the present. I t  has, however, no ultimate value for 

attachment. 

Some contributors offer two main reasons why Buddhism encourages 

the practice of generosity. The primary reason is to practice non-attachment, 

and the secondary reason is to support the sangha as well as  to redistribute 



wealth within society. Regarding the first reason, Sizemore and Swearer 

(1990) su'mmarize the findings of the contributors, stating that generosity is a * 

practice by which to overcome greed, craving and excessive hoarding. Green 

(1990) explains that the principle of selfless giving is a counterbalance to the 

typical tendency of human beings to take more than their fair share of social 

goods. 32 

As for the secondary feason, the contributors agree that giving has a 

redistribution effect because i t  brings material prosperity to both the 

individual and society. Sizemore and Swearer (1990) note that thc law of 

karma is used as a moral explanation and justification for the present 

distribution of wealth and poverty in society. They maintain that although i 
the account of karmic results vitiates moral criticism of that distribution per se, 

Buddhism does possess moral structures on how to use wealth to improve i t s  

distribution. 

Some contributors observe a definite hierarchy, ranking the benefits of, 

giving according to three factors: virtues of the recipient; virtues of the donor; 
a r 

and the attitude towards and reason for giving.'' First, regarding the virtues 

of the recipient, Reynolds (1990) *notes that the more virtuous and 

accomplished the recipient of the gift, the more merits the giver gains:j2 

Because givlng to the community as a whole is superior than giving to a 

particular person, the most effective form of social giving is one that directed 

to the sangha. I t  is the most effective, as Reynolds notes, because i t  

materially aids in the teaching of dharma, while serving both to integrate the 

layperson's quest for a better rebirth and the monk's search for nirvana. 

YJ Spi ro  (1970 460) points  o u t  t h a t  a Buddhlst  can  reach a rehgious goal by e v m g  w e a l t h  a w a y  in t h e  
form of d a n a ,  b u t  no t  by accumulat ing a n d  creat ing new weal th  (".DanaT can  b e  u s e d  a s  both a 
noun a n d  a verb  m e a n m g  ' e f t "  o r  *gvlng"  ) 

I 5' T h e  h ie ra rchy  r a n l u n g  c a n  be n e w e d  a s  t h e  effectiveness of generous gtving, whlch  IS m e a s u r e d  by 
t h e  m a r g m a l  benefit  of one  e x t r a  u n i t  of g n i n g  Since d a n a  is a n  a c t  of exchangtng  consumpt ion  o r  
w e a l t h  be tween  t w o  p e n o d s  of t i m e  for one person,  i t  const i tutes  a trade-off.  O n e  u n l t  of today 's  
d a n a  does  not necessary resu l t  in exactly one unl t  of tomorrow's  w e a l t h ,  b u t  r a t h e r  d e p e n d s  on t h e  
effectiveness of t h a t  d a n a  T h l s  i s sue  is d s c u s s e d  f u r t h e r  in t h e  ne.xt c h a p t e r  

CI 

52 Reynolds (1990) u s e s  t h e  concept of 'fields of m e n t '  to  explain t h e  h ie ra rchy  r a n k ~ n g  t h e  benefit  
T h e  B u d d h a  often compared  an ac t  of g m n g  to growing m e n t s  in  t h e  "meri t - f ie ld ' 



Secondly, Falk (1990) contends that the recipient's virtue must be 

matched by the virtue of the donors. Falk also argues 

which gifts are given is also an important criteriodfor t 
53 gifts. Finally, he remarks that a gift is most effectiv 

proper attitude with an intention to practice non'attachme 

most proper attitude in Buddhist giving- is ungrudgingly 

proper concern and mindfulness. A gift with an expectati 

in return, although better than not giving, reveals an attac 

The contributors in the volume also remark that gi 

wealth in two ways: to improve one's material prosperit e 
wealth in society. The first way, as Falk (1990) remar 

wealth between periods of time in a person's cycle of e 

/ 
criterion for ranking the effectiveness of gifts, Falk also observes some irdnic 

contrast between the size of the gifts and the amount of merits produced. She 

contends that the dynamics of one's attitude toward giving brings the practice 

o'f giving within the reach of even poor members of society. In short, 

generosity leads to a dynamic improvement in status and wealth during .the 

cycLe of existence. 
< 

The second way to redistribute wealth is among people with different 

status and wealth. Iieynolds (1990) notes that although giving to those in 

need, to one's family, and to the sangha is a practice to be cultivated for one's 
'r, 

own merits, the acts generally result in a redistribution of wealth in society., 

He contends that the right view of generosity enables a wealthy person to be 

a benefa~tor to labourers, workers and the community. Green (1990) observes 

that the practice of giving to the sangha is another way to redistribute wealth 

in a Buddhist society. Historically, he notes, the sangha plays a n  important 

role in providing education, food, and housing for the destitute. In this 

regard, similar to Payutto Bhikkhu's analysis, a Buddhist monastery is viewed 

as a welfare institution of last resort within society. Sizemore and swearer 
- .  

53 Regard lng  t h e  a t t i t u d e  of  g m n g ,  t h e r e  is a n  issue of the intent ion u n d e r l n n g  generosity. Sizemore 
a n d  S w e a r e r  (1990), a n d  also Pryor  (1990) claim t h a t  g ~ f t s  e v e n  for t h e  expec ta t ion  of m a t e n a l  
r e t u r n  usual ly backfire  in  some way T h i s  is because a person approaching d a n a  in t h i s  m a n n e r  . 
reveals too much  a t t a c h m e n t  t o  wea l th  



(1990) remark that this type of setting, based ori social philosophy, promotes a 

gradual reform and mutual advancement in social welfare and religion. 

4.2 The State and Allacation of Resources 

Sizemore and Swearer (1990) contend that the political authority in a Buddhist 

society has duties to allocate social resources, opportunities and powers, 

based on a Buddhist moral rational perspective. Juhn Iieeder (1990) especially 

notes that the responsibilities of the state depend largely on the characteristic . 

of that society. He classifies a Buddhist economic society as  a unitary society 

where liberation is the unanimously acclaimed purpose of life. 41 

Referring to the Pali texts, Green (1990) notes that ~ u d d h i s m  permits 

the possession of private property on the part of laity. He contends that the 

toleration of private property is an efficient means of stimulating ec~no~rnic 

effort and for allocating products. He claims that private ownership is 

introduced in a Buddhist society not just as a remedy for greed, but as a 

consequence of greed.55 His explanation is that the human contest for scarce 

resources produces theft, violence and a harshly punitive political order. 

Green analyzes the negative effects of private ownership and finds that 

'private property produces new evils as violence and punishment. M e  also 

contends that B'uddhism views selfish hoarding as  counterproductive: His 

explanation is that those who try to buttress their positions by excessive 

acquisition or those.who are greedy and lazy, ultimately undermine their own 

positions. In addition, they risk jeopardizing the welfare of the whole 

community. Moral distribution of wealth is therefore #mphasized in 

Buddhism to transcend the negative effects of private ownership. 

While the redistribution can ' be carried out th;ough individual 

generosity and the sharing of material goods, i t  is in everyone's interest not to 

" Reeder (1990) also notes t h a t  th ls  contrasts  with the  plprahstic character  of most  socletles in t he  
\Vest Hls classification i s  based on the  concept of equahty In Wester: socwtles, every citizen h a s  
to be t rea ted  e q u a  such conht ions  of r ehg~ous  and philosophgal  &rsl ty T h a t  means  a 
society h a s  to let his  own wsion of t he  proper end and  m9ningbf llfe 

* 
55 In  Buddhism, Green (1990) analyzes lust for sense pleasures a n d  m a t e n a l  satisfactions and  views 

them a s  t he  dnv lng  forces in a degenerative process wlthin human  s o c l e e  M a t e n a l  lus t  gwes n s e  
to sensual  l u s t ,  Green m a i n t a n s ,  na ture  then becomes debased a s  he r  uncult ivated bounty gives 
way to s ten l l ty  



* 
allow unregulated accumulation, possession or consumption. 

regulations are thus Buddhist guidelines for the duties of state. 

concludes that the state has to set a guideline for a moral settlement 

disputes to prevent continual strife and disharmony. 
1 

92 

These 

Green 

of social 

The contributors refer to the Pali texts to argue that the state has to 

abstain from non-righteously coveting others' properties. Regarding this 

issue, Reynolds (1990: 64) determines that the state should not tax its citizen 

more than "ten percent" of the produced crop. The levies should, however, 

be less in times of drought and special difficulty; and i t  should never be 

increased beyond the level established by the predecessor's. Those profits 

from commercial and trade, he maintains, should be refrained f ~ o m  tax, while 

the treasuries loan for the purpose of commercial and trade should be without , 

interest. Excessive labour should be prohibited; in addition, the elderly 

should be exempted from royal services. These are the basic guidelines for 

the state to rationally allocate resources in a Buddhist community. 

5. Summary and Comments 
The conceptions and suggestions of the reviewed literature are summarized in 

Table 3.1 below. The s u m m a 4  is arranged into 4 main subjects: 

characteristics of a Buddhist ideal society, Buddhist principles of economic 

activities, roles of the state, and the political and economic system. As the 

roles of the sangha are mainly discussed by Payutto Bhikkhu without major 

differences in their essence, they are not included in the summary table. 

The findings may be summarized as follows. In general, an ideal 

Buddhist community is founded on the right livelthood of each member, while 

a righteous leader has a role to facilitate stability and order in society. Right 

livelihood can be conducted through the attainment of material well-being and 

mental development. Material wealth should be used to alleviate physical 

suffering while an  attitude of non-attachment to wealth is essential for the 

elimination of unfulfilled desires. A non-a ttachment principle is associated 

with three karmic actions: righteous acquisition of wealth, contentment in 

consumption, and generosity towards others. The goal of a unitary Buddhist 
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society is for each individual to live a high quality of life while striving 

towards liberation. The state and the sangha are important Buddhist 

institutions in formuiating well-ordered, prosperous and harmonious 

conditions in a mutually dependent society. 

Table 3.1: Summary of findings in the existing literature 

Author 

Tambiah 

Schumacher 

Buddhadasc 
Bhikkhu 

Pa.vutto 
Rhrkkhu 

SI varaksa 

.?>emore 
and 

Swearer, ed. 

An ideal 
society 

Universalism 

Non-violence, 
Non-injury, 
Compassion, 
Equality. 

Self- 

Mutual 
dependence, 
Balance, 
Harmony. 

Peaceful, 
Stable, 
Secure. 

Co-operalive, 
No-property, 
Egalitarian, 
Democracy. 

Morally 
advanced, 

Materially 
prosperous, 

Properly 
funcuoning. 

Eqnomic principles 

Five concerns: economic well- 
being, reputation based on 
conducts, states of the mind 
at present & p a t h ,  future 
rebirth thanes 

Maximize well-being with 
minimum consumption 

Three functions of work: 
utilize and develop faculties, 
overcome self-centeredness, 
acquire wealth 

A middle way economy: 
Not to consume in excess, 
Not to hoard heedlessly, 
Produce extra to share with 
others. 

fight livelihood: 
Contentment & moderation in 
consumption, 

Net production value enhance 
the quality of life 

Physical development: basic 
necess~ties & human scale 
technology. 

Human development: inner 
awareness and social action. 
changes of values. & 

hghteous acquisition, 
Non-attachment, 
Contentment in consumption, 
Generosity toward society and 
the sangha, 

Pnvate property as means to 
sumulate effort and allocate 
wealth. 

Roles of the itate Political economy 

Provide public welfare 
services: basic needs 

A corrective factor of 
disorder in human affairs 

Democracy & 
welfare state 

A regulated SOCleh 
with prlvate 
ProFm' 

Provide basic needs, ! Socialism: 
Maintain well-ordered, i Common property. 
Laws based on dharma. Equality, 
Social unity. ; Democratic, 

! Dictatorship. 
Alleviate poverty i Virtuous leader 
Provide conditions 
conducive to potential j 
human development 

Endeavour to be good and ; 
noble 

Maintain ideal conltions 
in society 

Prohibit excessive 
acquisition, possession & 
consumption 

Abstain from non- 
righteous confiscation of 
propere 

Equality & 
procedural jusuce 

Public consent 
FQhteous leader 
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The main dispute in existing literature is whether the Buddhist 

teachings is in favour of common or private property. The answer, based on 

the review, is that common pmpe-rty involves the practice of absolute non- 
./ . 

attachment, in a n  ideal setting. Based on the voluntary spirit. of Buddhism, . 
however, a condition of sharing common property in a community must be 

* 
established through public consent, not coercion or suppression from the 

ruling class. Until that form of ideal community is reached, private property 

plays a major role in Buddhist economic activities, such as  production, 

consumption and giving. Without private property in an ordinary sociyiy, 

there is no means for the lay people to practice righteous actions based on 

their own understanding of the teachings. 

The findings and suggestions of existing literature are contributive. in 

the sense that they offer a primary framework for the basic elements in 

Buddhist economics. They also provide a rough sketch of Buddhist economics - . 
and a Buddhist political economic system, although in a relatively ad hoc 

fashion. Regarding the search for Buddhist economics, however, there is no 

scholarly works that have explicitly developed an economic theory or a system 

based on Buddhist teachings. These gaps in existing literature suggest an 

opportunity to contribute to the study of Buddhist economics. Furthermore, 

the interpretatiofis of Buddhist principles related to economics has to be 

further explored, and a systematic framework of Buddhist economics also 

needs- to be developed. These will be the main tasks of the following 

Chapters which attempt to (i) develop a theoretical framework for Buddhist 

economics from the fundamental Buddhist principles and (i i )  explore basic 

features of a Buddhist economic system. 



Chapter IV 
I 

e 

A Theory of Buddhist Economics 

Basic Framework of Analysis 

Economics is a study of wealth and a.part o-f the stud' of man. 
For man 's character has been moulded by his everyday work, 

and the material resources which he thereby procures. 
more than bv anv sther Influence 

unless it be that ~ j h i ~ r e l i ~ i o u ~ i d e a l s .  
(Alfied Marshall, "Principles of Economics" 1930) 

All conditioned things are transient, 
All conditioned things are unsatisfactory, 

All phenomena are w~thout selj; 
When these are realrred, one is free from suffering. 

(Dhp.277-279) 

1. Introduction 

This chapter attempts to develop a theoretical framework for Buddhist 

economics using the set of fundamental Buddhist principles discussed in 

Chapter 2. Buddhist economics can be defined as the study of managing 

material well-being from the perspective of Buddhist philosophy. The 

literature reviewed in Chapter 3 supports the notion that the Buddhist 

principle of right livelihood forms the basis for Buddhist economics. 

However, given that right livelihood is the fifth factor of the Noble Eightfold 

Path, it must be understood within a holistic system of Buddhist practice as 

discussed in Chapter 2 .' Economic activities cannot be analyzed in isolation 

from other activities. I t  is within this holistic context that this study develops 

a theory of Buddhist economics.' 

I Leibenstein (1966) argues that the purpose of social-scientific theories is 

to obtain coherent explanations of phenomena and events with predictive 

capacity as  a subsidiary condition. He also distinguishes an  analytical 

1 R q h t  hvehhood 1s not only an esskntml par t  of Buddhist m-tues ,  but ~t is also a prerequisite for 
progress along the next s tep  of the Path ,  mental development 

2 See Chapter 2 (2 2 1 and 2 3 2) for a d s c u s s ~ o n  of the hohstic features of Buddhist  teachmgs 



framework from a theory: while the former contains a set bf relationships that 

do  not lead to specific conclusions about events, the latter does predict at least 

changes in direction. He then" outlines the elements that we should expect - _ 
from the theory: consistent vocabulary, sound behavioural assumptions, 

logical consistency, consistency with past experience and at least directional 
4, 

Predictability."egarding an economic development theory, he especially 

propounds two main roles of the theory: ( i )  as a tool to analyze an  existing 

situation or explain a historical one (positive), and (ii) as  an  instrument for 

policy determination (normative). These issues provide the basis of discussion 

on the Buddhist economic theory. 
./- 

Considering Leibenstein's viewpop~t, the theoretical framework ,for 

, Buddhist economics is both an analytical tool and a theory. The development 

of the framework is based on the Four Noble Truths, which form the Buddhist 
/ 

philosophical foundations as  described in Chapter 2. I t  has been carefully 

developed with the goal of ensuring consistency with Buddhist philosophy 

and to be logically consistent internally. The basic elements of the 

framework, such as vocabulary and behavioural assumptions, are also based 

on Buddhist principles. As a result, the fram&ork provides both coherent 

explanatory hypotheses and directional predictability. 

To qualify as  a theory of economic development based on Leibenstein's 
7 

proposal, the theoretical framework for Buddhist economics contains two 

parts: positive and 'normative. The positive part comprises the fundamental 

axioms which attempt to fulfill the requirements for the conceptual and 

analytical framework. In contrast, the normative part consists of the Buddhist 

principles of actions. I t  recommends Buddhist ethical constraints on economic 

activities that can be applied for policy determination. The positive and 

normative partition is also consistent with the arrangement of the Four Noble 

Truths into two parts in Chapter 2-the analysis of the problem, and the 

proposal of for solution. 

3 Schurnpe te r  (1961) s h a r e s  Leibenstein 's  mew by contending t h a t  economic t h e o n e s  a r e  not  only 
elcplanatot-y hypotheses  b u t  also analyt ical  i n s t r u m e n t s  According t o  Schurnpe te r ,  t h e o n e s  
cons t i tu te  concepts ,  re lat ionships between concepts, a n d  methods  for handl ing  t h e s e  relat ionships 



The positive part of Buddhist economic theory is postulated from the 

First and Second Noble Truths, which outline the Buddhist holistic vicw of the 

world. The positive theory dns is ts  of three fundamental axioms: 

1. The non-self axiom states that all economic phenomena are a 
combination of interacting conditional factors. 

2. The impermaneky axiom states that all conditional factors are ever- 
changing through the process of interaction. 

3. The unsatisfactoriness axiom states that economic activity is an 
attempt to eliminate unsatisfactoriness that has arisen from clinging 
to ever-changing phenomena. 

Together, these three fundamental axioms are instruments that can bc used to 

explain and analyze economic events from the Buddhist perspective. The 

contents of each axiom are discussed in Sections 2 through 4, respectively. 

Section 2 discusses the first axiom which explains the non-self nature of all 

economic events and phenomena. Section 3 discusses the second'axiom 

which explains the process of how phenomena arise and are sustained. The 

first and second axioms together characterize the Buddhist economy as 

complex, ever-changing, and interdependent. 

Section 4-discusses the third axiom which explains the Buddhist view of 

human nature and the motives behind economic activities. An economic 

agent is assumed to be ignorant, or have incomplete knowledge. The concept 

of the ignorant individual has a major consequence in predicting the possible 

outcomes of different economic actions. That is, the agent's action(s) may or 

may not effectively end unsatisfactoriness at the individual level, and even 

has the potential to cause instability in the interconnected system. 

Section 5 discusses the normative part of Buddhist economic theory. 

The normative theory is postulated from the Third and Fourth Noble Truths, 

which comprise Buddhist ethical principles. I t  consists of: ( i )  the criterion for 

choosug an  effective action, and (ii) guiding principles for making an action- 

choice. The criterion and the principles together have significant policy 

implications because they provide guidelines for the arrangement of 

conditions in society that facilitate desired behaviour toward the right 

direction. Actions undertaken along the right direction can effectively 

eliminate unsa tisfactori t ess and advance the progression towards 
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enlightenment-e individual level, while sustaining stability in the system. 

Together, the three fundamental axioms and the set of principles of actions 
4 provide the framework of analysis for Buddhist economics. .< 

? i 

Section 6 summariqes the framework-while outlining an application of 

the framework to illustrate a Buddhist economic system in Chapters 5 and 6. 

2. The Non-Self Axiom and the Conditional Factors 

The first axiom .- in Buddhist economics-the non-self axiom--states that all 

economic phenomena are a combination of interacting conditional factors. 

This axiom is postubted based on the non-self characteristic of things and 

phsnomena as described in Chapter 2. The non-self characteristic states that 

all phenomenaare without self; all things and phenomena are 'conditioned by 

other interacting factors and merely a combination of ever-changing 
5 conditioned things. In this analysis, the causes and supporting conditions are 

denoted as condrtzonal factors because they conditio the way things and 

phenomena appear, exist and change. 

At a fundamental level, Buddhist teachings that all condftional 

factors are a combination of six basic elements or forces: earth, water, heat, 

wind, space and the functions of the human mind.6 The cause- of events 
7 related to human activities is karma, or intentional action. Any intentional 
- .. 

action is a reaction to some conditional factor that arises thiough the contact 
"YP 

between exteratd D ~ C ~ S  and the six sense-based faculties. An intentionai 

action of all beings, including human beings, produces things andlor creates 

. 1  

From the  h o l i s t ~  character of Buddhist teachmgs, it should be noted tha t  all concepts a re  
interrelated with one another,  and  thus are cLfficult to define o r  d ~ s c i ~ s s s e p a r a t e l y  by themselves 
The meaning of a concept tha t  is mtroduced earher,  therefore, w ~ l l  be more thoroughly understood 
wlth the  subsequent mtroductlon of concepts later  In the Chapter* 

5 See Chapter 2 (Section 2) for a detaded explanation of the terminology used In th is  sectlon, such as  
condtioned thlngs, ka rma ,  the functions of human mmds and the  six-sense based f acu l t~es  

The first four basic elements (earth,  water,  heat and air) do not imply the  vlslble form such-as a 
sohd ear th  element Rather they imply the forces of whlch these elements are  t k  result the  
element of extension (earth),  of cohesion (water), of expansion (heat), and  tha t  of vibration (air) 
(S I 15) - -. .- 

Actions and  thelr  results  are governed rhmugh the la* a d a r m a ,  a person acts or  repets w t h  *.-, 
intention, and reaps the  results of that  intentional actions w l t h ~ n  a complex net o fka rmic  forces - 
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phenomena that we observe and experience via-the aggregatio6 of the basic 

elements. The basic elements interact and manifest themselv& i &&any 
dc 

different ways under natural laws.' In t h s  framework, e c ~ n o m k ' ~ h e n o r n e n a  
3 * 

are thus said to arise from intentional actions, or concretely speaking the 
9 interactions among conditional factors themselves. 

Therefore, economic factors and phenomena such as.  labour, natural 

resources, markets, money, price, technology -and 'so forth, are understood as I 

the results of interactions among conditional fictors. For example, an 

individual is viewed as an aggregation of ever-changing-conditional factors. A , 

human body is a. combination of food, water, air and heat, which are 

intentionally taken by a person to sustain life. These elements are 

transformed into a physical body under biological laws. Consider also the ' 

example of a n  economic product, say, a car. I t  is also a complex combination 

of six basic%elements that has been formed because of an  intention to build a 

car. The factor inpu'ts of production include not only raw materials but also 

the functions of the mind-creative thinking and knowledge--and human 

labour, which is: &o a combinatioii of the physical body and the functions of 

the mind. The price of a car at time t is also a result of an intention to make 

profit by the producer, while the level of desirable profit is a combination of 

perceptions and thoughts of interacting people in the market regarding the 

value of the car until that:f'ime t. 

Further, a combination of conditional factors cannot be identified as a 
b '  permanent or separate self. Instead they are impermanent, because the 

interactions among conditional factors causes things to continually change 

throughout their existence. Each being or phenomenon cannot exist 

separately because all causes and conditions are connected together through 

- -- - 

8 Ldy De S d v a  (1992) refers to the  cornmentanes of the  P& Texts and  notes t h a t  there  a re  five 
na tura l  laws of forces a t  work In B u d d h ~ s m  the  physical law, t he  biologwal law,  t h e  psycholopcal 
law,  t he  k a r m a  law a n d  the  universal causal law W d e  the  first four laws  opera te  withln their  
respective spheres ,  t he  universal causal law hnks  all the  other laws together 

9 Verses in Dhammapada  (165) e m p h a s ~ z e  the  importance of actions in B u d d h ~ s m .  
'By oneself 1s wrong done, by oneself is one defiled, 
By oneself wrong is not done, by oneself, surely,  is one cleansed. 

\ One cannot pun fy  another ,  p u n t y  and Impurity are In oneself alone * (Dhp 165) 
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the process of interaction. That is, once there is a changc in any conditional 

factor, the appearance of phenomena will changc accordingly. :The 

impermanence and  inseparable characteristics are discussed morc in the 

second axiom. In sum, the non-self axiom jmplies that things o r  phenomena 

including human beings, exist as  combinations of several ever-changing 

conditional factors, y d  change a s  a result of their interactions. 

The Buddhist concepts of intentional action, impermanence and 

inseparable self are significant in characterizing human nature in this 

framework. Although the world of events and  beings arc viewed as  
\ 

interconnected, the only controllable factor in this framework is an 
10 individual's intentional action. Fundamentally, the intentional action can be 

11 divided into two factors: intention and action. Hence, the economic analysis 

in this framewo focuses on the intention and action of each individual T- 
within the ever-changing and interconnected system. 

Considering the characteri&ics of the system, the analytical framework 

attempts to provide coherent explanations for three questions: (i) what are the 
c .  

underlying conditions and/or constraints which determine the in tention and 

action? (ii) how are the intention and action are formulated? and  ( i i i )  how d o  

they affect the individual him/herself and the system, both in the short and 

long terms? The discussion in this section attempts to verify the conditions 

that form the range of action-choices, which partly answers question (i). The 

next section-the im ermanency axiom--discusses the mechanism of causal- & 
related interactions, which answers question (ii) and partially answers (iii). 

Section &the unsatisfactoriness axiom--discusses the underlying in ten tion 

and  possible outcomes of an action; and completes the answers for questions 

( i )  and (iii). k 
Because the cause of any economic phenomena is a n  intentional action, 

the main unit of analysis in Buddhist economics is a karmic actor. The karmic 

19 It can  be comparab le  t o t h e  concept ,  "Thlnk globally, act  locally." in  p reserva t ion  of t h e  
en \ l ronrnen t  

1 1  Section 4 cbscusses in  l eng th  t h a t  t h e  u n d e r l j ~ n ~  intent ion of a n y  action is t o  e l imina te  some t l p e  
of u n s a t ~ s f a c t o r l n e s s  a l though  there  may  be several ac t lon-cho~ces  to  choose from 



actor is a person w h o  intentionally, albeit consciously or  unconsciously, 

conducts an action in one of three ways: bodily, verbally or mentally. In this 

framework, a karmic actor is denoted as  an economic agent, or  in short, an 

agent. For analytical convenience, the aggregated basic elements are arranged 

into several conditional factors based on the discourses discussed in Chapter 

2, such as the law of dependent co-arising, and the six ways of inter- 

relationships. Further, from the 'prspective of an economic agent, the 

conditional factors are classified into two sets: internal and  external. Thcse 

two sets of conditional factors are underlying conditions that form an  

intentional action and also are altered by the action. 

The conditional factors are classified as internal if they pertain d'rectly 
9 1 

to an  economic agent.  The internal conditional factors are basically personal - 

characters of each agent. The quantity and quality of internal conditional 

factors result directly from one's karmic actions, both past a n d  present. In 

contrast, external conditional factors refer to resources tki'at can be utilized or 

shared by all related members in the economic system. They are the 

environment within which the agent undertakes hislher actions. They 

develop and form a s  a consequence of the connected interactions among 

economic agents, 'and between agents and the environment. In this 

framework, the conditional factors constitute a set of constraints that 

determine the action-choices related to material well-being. 

Based on the nature of each set of conditional factors, a n  economic 

agent is assumed to have the ability to, quantitatively and  qualitatively, alter 

andlor control internal conditional factors more than external ones. For 

example, an economic agent can choose precisely how much physical labour 

heishe would like to supply in q e  labour market at  any time. However, an 

agent's supply of labour is typically very small relative to the total supply of 
' 

labour. The agent therefore will have relatively little power to influence the 
f 

wage level, which is an external conditional factor determined through the 

interactions among several agents in the labour market. 



2.1 Internal Conditional Factors 

The internal conditional factors are a combination of conditional factors that 

define and  distinguish the existence and characteristics of each individual. t 

They can also be viewed as  personal conditional factors. 'I'here are six internal 

conditional factors: physical, mental, personal wealth, morality, knowledge 

and behavioural. c 

The first two conditional factors-physical aria mental-form the most 

basic ;oncept of human nature in Buddhist economics. Each individudl is, 

first, assumed to be born with an initial seJ of physical and  mental conditional 

factors, and second, live within an  ecosystem and an economic system. With ' 

hislher" own physical and mental ability, each agent internalizes and 

transforms external conditional.. factors, such a s  natural resources, social 

values, through a process of interactions between oneself and  external objects 

during hislher lifetime. 12 

The initial conditional factors then change through a process of 

transformation and  become characterized as ever-changing internal conditional 

factors over a life-time. Therefore, in this framework, an  economic agent 

cannot be analyzed separate from the surrounding conditional factors. I f  an  

agent perceives hirnlherself as an independent and  sqarable  individual 

unconnected to external conditional factors, helshe is said to be ignorant of 

the true nature of phenomena. Chapter 2 discussed in det.ail how ignorance 

causes self-delusion; a discussion of ignorance related to economic activities is 

explored in Section 4. 

Through the process of transformation, the ' economic agent 

subsequently acquires the next three internal conditional factors: wealth, 

morality and knowledge. These three condi t i~nal  factors are considered the 

personal assets that each agent can use to eliminate unsatisfactoriness. 

Respectively, they are the results of three types of actions: giving, moral 

, 
12 The  process  of t r a n s f o r m a t ~ o n  1s explained in the  d s c u s s ~ o n  of theJaw of d e p e n d e n t  co-ans ing  in 

C h a p t e r  2 (2 2 )  a n d  below in Section 3 1 

4 

- 



behaviour and  development of the mind." The last internal conditional 

factor, behavioural, is directly related to the action itself. 

C 

(1) The Physical Conditional Factor 

This conditional factor is the physiological state of the body, which relates to 

the s%ength andlor health of the physical body. Strength and  health together 
r 

affect an  economic agent's physical ability, a critical conditional factor for the 

production and  aquis i t ibn of wealth: This conditional factor, in combination 

with other internal conditional factors, determines the demand for goods and 

services in the economic system. The physical conditional factor is directly. 

shaped by interactions with material things such as  food, air, noise, physical 

contact and so  forth. I t  also effects a change of an  agent's mcntal and 

behavioural conditional factors. 
I 

(2) The Mental Conditional Factor 

This conditional factor is the intrinsic quality of an ecnnomic agent's mind. I t  

consists of two groups of factors: (i) mental functions and,  (ii) all other mental 

factors that affect the mental functions. Mental functions arise from the 

natural ability of an  agent's mind to function in four ways: feeling, perceiving, 

thinking and consciousness. Feeling cis of three types: satisfdctory, 

unsatisfactory and  neutral. A satisfactory feeling is similar to positive utility, 
14 while an  unsatisfactory one is disutility. The act of perceiving is the way the 

mind interprets and  labels things and events based on its memory. Thinking 

includes all volitional thoughts or intentions, which is the karmic factor. 

Consciousness is a n  awareness or cognitive function of the mind. 

The second group of mental conditional factors are those factors that 

influence the quality of the mental functions. They can be further classified 

into two subgroups of conditional factors: the true mind itself and  the tainting 

factors. Buddhist teachings contend that the true mind has  the ability to 

! 3  In B u d d h i s m ,  t h e s e  t h m e  act ions a r e  called t h e  mer i tonous  t j p e s  of act ions T h e y  a r e  t h e  causes  
-4 

for w e a l t h ,  moral l ty  a n d  knowledge,  which a r e  impor tan t  factors  for t h e  persona l  development  
t o w a r d s  enlightenment (A 4 211)  See  t h e  e v l a n a t i o n  of each con&tional factor  below s 

See  .4ppen&x B for more  de:all> on feelings, also Section 1 here on discussion of s a t i s f a c t o n n e s s  a 

a n d  unsa t i s fac tor iness  



perceive the true 

thereby generating 
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nature of all phenomena-non-self and impcrmancn t- 

generosity, loving-kindness and discernment; thc so-called 

' wholesome roots of actions. In contrast, the tainting dactors-ignorance, 
a 

desire and clinging--affect mental functions through the internal causal 

mechanism and give rise to greed, hatred and self-delusion. 'These are known 
15 as the unwholesome roots. 

(3) The Wealth Conditional Factor 

This conditional factor is the quantity and quality of personal wealth which an 

individual holds. An economic agent's personal wealth includes both the 

stock and flow of material wealth. Stocks includes all assets and material 

goods such as  land, houses, furniture, cars, machinery, bonds, and shares in 

public and private companies. Flows include all types of income as measured 

over a period of time. Conversely, the debt that an  agent owes to others is 

considered negative wealth. 

Fundamentally, an economic agent has the right over hidher wealth i f  

i t  was acquired as a karmic result of generous actions such a s  giving [dana]. 

That is, righteous wealth arises either from working or from the generosity of 

others. When an  agent contributes to society via hidher internal conditional 

factors, such as  physical labour, skill and knowledge, helshe receives assets or 

income as a result. An inheritance or a lottery prize, for example, is perceived 
16 as a karmic result from past giving over the cycle of existence. Wealth that 

is obtained through stealing or conquering, for example, is considered non- 

righteous wealth. Non-righteouu wealth is also considered to be negative. + 

wealth in the long-term lives cycle; i t  must be paid back at some time based 

on the law of karma. After wealth is obtained righteously in either the short 

or long term, an  economic agent may save or spend i t  as  helshe wishes. In 

sum, the level of personal wealth is determined through three main economic 

activities: acquiring, savinglprotecting and spending wealth. 

l 5  An u n d e r s t a n d m g  of t h e  t r u e  n a t u r e  of self glves n s e  t o  compassion,  w h e r d a s  compassion leads  to  
generosi ty  a n d  lovlng-klndness In con t ras t ,  self-delusion is a bas l s  for g reed ,  w h d e  greed  m a y  lead 
to h a t r e d  See  t h e  &scusslon of charac tens t ics  of the  t r u e  m l n d  a n d  t a i n t m g  fac tors  in  C h a p t e r  2 
( 3  2) 

!"ee Sect ion 3 for a &scussion of t h e  cycle of e u s t e n c e ,  also C h a p t e r  2 (2 2 )  
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For an economic agent, the wealth conditional factor is both a budget 
d - 

constraint on consumption and investment. Lack of wealth may contribute to 

the arising of unsatisfactoriness, and co-detemine the set of action-choices. A 

poor person is more likely to suffer from hunger and famine than a rich 

Eerson, while the level of personal wealth affects the *range and  choices of 

goods and services an  agent can afford. 

(4) The Morality Conditional Factor 

This conditional factor is the quality of an economic agent's mental functions 

with regard to moral and ethical values. I t  is a result of a series of interactions 

among mental, and external conditional factors, such as  social, educational 

'and spiritual value in society. I t  is co-determined by all other internal 

conditional factors such as behaviour and knowledge at the time of  action. 

The morality conditional factor appears as a moral constraint for an economic 

agent, and influences whether the agentls behaviour is based on  wholesome 

or unwholesome roots. 

In Buddhist economics, most economic agents are assumed to conduct 

both unwholesome and wholesome actions when attempting to end 

unsatisfactoriness. Helshe can be honest but violent,, or generous but use 

harsh words and lies. In Buddhist economics, morality conditional factors, 

especially the morality of humanity as a whole, can have great influences on 

all other conditional factors, incl;ding natural resources (see Sub-section 3.3: 

the interdependent relationship among conditional factors). 

' (5) The Knowledge Conditional Factor 

This conditlbnal factor is a combination of mental functions that 
2- 

to process information. In Buddhist ecohomics, the goal of 

activity is to eliminate some form of unsatisfactoriness. The 

concerned with knowledge related to this problem. The 

processes three types of related information: (1) recognizing 

work together 

any economic 

study thus is 

human mind- 

the arising of 

unsatisfactoriness S,; (2)  formulating a set of possible actions (i-) to eliminate 

S,; and (3) forming an expectation of the possible outcomes (9;) for each 

action A,. In this framework, an economic agent is assumed to be ignorant 
-/ 



because helshe does not have complete knowledge of A, '2, '2, t and n; where 

an action A that occurs at time t ripens and becomes the outcome 0, under a 

set of conditions ,C, at time t+n. 17 

.- 

For the first type of information, all economic agents are automatically 
18 aware of the arising of unsatisfactoriness S,. An agent directly knows when 

helshe is hungry or wants to buy a new shirt. However, each agent holds 

different knowledge about the set of possible actions, (type 2 of 

information) and the possible,outcomes 0 (type 3).  

Let's assume an economic agent, Xi, makes a decision on action-choices 

based on the knowledge helshe possesses at the time of action. While the 

knowledge of the set of possible actions, &, co-determines the action-choices 

for X, the expectations for a set of outcomes 3 plays an  important role in 
19 selecting an  action A, which will eliminate unsatisfactoriness S1. The more 

X, knows about ,&A and 3, the more likely helshe will be able to eliminate 

unsatisfactoriness effectively. The knowledge of both A and 2 for each action 

A, are determined by an economic agent's knowledge of internal and external 
20 conditional factors. Knowledge of internal conditional factors includes 

knowing one's personal circumstances, abilities and limitations. Knowledge 

of external conditional factors includes knowing the circumstances of- the 

environment in which an action will be taken. 

Knowledge of actions A and outcomes 0 can be acquired from three 

sources: (1) external sources, (2) logical thinking, (3) insight meditation. First, 

external sources includes the educational means and media that convey 

information; for example, radio, television, books, lectures, conversation qnd 

so forth. Second, logical thinking is the skill of understanding through the 

Buddhlsm contends  t h a t  only a Buddha  possesses complete knowledge,  t h a t  IS,  knowing  t h e  
complete  s e t  of A ,  0 ,  C. t a n d  n 

' 8 T h i s  is called h s e q u h b n u m  a w a r e n e s s  In Boland (1986) T h i s  subject  is h s c u s s e d  f u r t h e r  in S u b -  
section 4 1 below 

19 See  also t h e  &scussion on making  a decision on action-choices In Sect ion 4 below 

" Richardson (1959). a s  quoted in Boland (1986), identified two types of knowledge p n v a t e  a n d  
p u b b c  T h e  former  type  is knowledge of one 's  own circumstances such  a s  income,  t a s t e s  e tc  . 
w h e r e a s  t h e  l a t t e r  is knowledge of w h a t  o ther  economic a g e n t s  will d e m a n d  o r  supply  in t h e  
m a r k e t  



' process of reasoning and thinking. This skill can be dcveloped through 

experiences an@ education. Finally, insight meditation leads to the ability of 

intuitive knowing, and  is acquired through the process of observing and 

reflecting on  phenomena and experiences in life attentively a n d  with a clear 

and concentrated mind. 

An economic agent can utilize knowledge a acquired through t%* 

functions of memory, thought and intuition. The function of memory consist.$ 

of perception in addition to memory. Some knowledge may be stored as-'.;; 

perception or instinctive recognition, while other knowledge is stored as  

memory that the mind must activate'and search for to be brought into use. 

Both perceptions and  memories can be changed, lost or  forgotten over-time. 

T h e  second function, thought, is the way an economic agent thinks; i t  can be, 

logical, rational, speculative or wandering thinking. Finally, the function of 

intuition is the ability of the mind to ,perceive all knowledge and  information 

concurrently without the explicit need to think. 

(6) The Behavioural Conditional Factor 

This conditional factor consists of two factors: an  action and the components 

of behaviour that co-determine the action. An action, including an economic 

activity, is understood to be a karmic action. because i t  is assumed to have, 

underlying intention to eliminate some form of unsatisfactoriness. Given a set 

of conditional faWors C for any individual Xi,  if Xi has unsatisfactoriness S, at 

time t, and  Xi perceives that action A, can eliminate S,, X, carries out action 

A,. The result of each action is perceived within oneself, and  thus changes 

hidher knowledge conditional factor. A bodily andlor verbal action is 

observable, and in fact, is a revelation of some '  internal conditional 

factors-mental, moral and knowledge-that are not directly observable. 

The second factor of the behavioural' conditional factor includes all 

factors of behaviour that are formed and transformed by a n  agent's past 

expenences. Experiences are sen$$ of interactions between internal and 

external conditional factors. T se behavioural factors can be grouped into 3 
skill a n d  personality. Skill is the ability to use knowledge in the performance 

7 



of hislher actions. I t  is developed through the repetitive cxpericnces of the 

physical body in education and training. In contrast, personality is formed 

and transformed through the interactions between an agent's mental 

conditional factors and \ xtemal objects. In Buddhism, perception has the 

most influence in forming one's personality, because every contact is 

processed through perception and memory. I f  they perceive a similarity 

between current unsatisfactoriness and past experiences, most agents tend to 

act in the same way as in )he past. 

Personality can be viewed objectively as  habitual behaviour and/or 

preference. A habit is a repeated pattern of similar behaviour in similar 

circumstances. As long as there is no new knowledge that causes a shift in 

the pattern of behaviour, an economic agent continues to act based on habit." 

One aspect of habitual behaviour can be observed as preference. Preference is 

a tendency to prefer some types of goods and services over others. I t  affects 

how an agent utilizes wealth. For ex>mple, most agents may desire to see . 
beadiful things, listen to pleasant sounds, smell pleasant aromas, eat exotic 

foo& and indulge in exciting entertainment, although the pleasant sights or +. 
sounds\pay differ for each person. These desires give rise to production, 

consumption and the exchange of goods and services in the market. Thus, 

demand is perceived as a result of interaction among conditional factors, such 

as knowledge and preference. 

The behavioural conditional factor determines not only the action itself, 

but also the range of action-choices $A. For example, based on logical 

thinking, X, may devise a systematic plan to acquire and protect wealth. 

Helshe may utilize wealth in a rational way by comparing all the potential 

benefits arising from the various choices, and set priorities according to their 

potential. By contrast, X, who has a tendency to rely more on faith, may 

spend hisher  wealth mostly on whatever hetshe believes in, even if i t  has 

little logical basis. 'I 

Ajahn Surnedho  (1995) notes  t h a t  a practlce in Buddhism is a way to change  h a b i t  o r  t h e  p a t t e r n  of 
one ' s  b e h a w o u r  m t o  a h a b ~ t  based  on  wholesome roots 



2.2 External Conditional Factors 
a 

External conditional factors are a combination of factors that characterize the 

economic system in which each individual lives. They encompass all external 

objects and  environments that have impact on an  economic agent but d o  not 

directly belong to hirniher. The external conditional factors constitute a set of 
I 

external constraints on  an  agent's action-choices. An agent can influence the 

external conditional factors ,through interactions within the system. 

Nevertheless, it is more difficult for an agent to control external conditional 

factors than internal ones because of the complexity and the 

interconnectedness among all conditional factors. For example, an  agent has 

more ability to control hislher actions than the 'outcomes of other people's 
e 

actions on the ecosystem. 

Based on the discourse, the external conditional factors are arranged 

into six groups: natural and man-made material, social, educational and 

technological, economic, political, and spiritual conditional factors." These 

external conditional factors constitute two systems in Buddhist economy: the 

physical environment and the society of beings. The physical environment 

encompasses all natural and  manbmade material conditional factors within 

which economic agents live and conduct economic activities. Material objects 

in the physical environment are, in fact, the external objects of an  agent's 

physical sense-based faculties; that is, eyes, ears, nose, tongue, and  body. 

In comparison, the society of beings comprises all other external 

conditional factors which connect all beings in the world through karmic 

cause-and-effect relations. The society of beings is the external object of the 

mind, the sixth sense-based faculty of an economic agent.  Each external 

> conditional factor is discussed below. 

(1) The Natural and Material Conditional Factors 

These conditional factors constitute the physical environment in which 

economic agents live and interact with one another. The natural conditional 

'i factor encompasses all states of the natural environment such a s  mineral 

22 1711s a r r a n g e m e n t  h a s  a bas l s  on t h e  S I X  ways  of  relat ionships rbscussed in C h a p t e r  2 (4 3) 



resources, climate, forest, land, habitat and geographical conditional factors. 

I t  forms the natural resource constraints on production. That is, i t  co- 

determines the comparative advantage of producing particular goods, such as 

agricultural products. I t  also determines the level of basic necessities in 

consumption; e.g., a person who lives in a cold climate needs warmer clothes 

than the one who lives in a trppical region.23 

Man-made material conditional factors include all consumption and 

capital goods, commodities and products that are available to use if acquircd, 

but d o  not yet personally belong to an agent at the tim'e of the action. 'I'hcy 

can be public goods from which individuals can enjoy the benefits, or goods 

available in the market that i*dividuals can purchase. The material 

conditional factor forms capital constraints on production, and  also determines 

the set of goods available in the market. 

(2) The Economic Conditional Factor 
I 

' This conditional factor encompasses all factors that are directly related to 
. , <  t 

- creating and utilizing material wealth. They include the conditions of the 

economy in general -and the characteristics of economic institutions in society. 

The conditions of the ecopomy include all conditional factors related to 

material wealth, such as the level of per capita income, investment, inflation, 

and so forth. . . 

Economic institutions include the work place, the market, and the 

public finance system. The conditions in the workplace include the level of 

wages, income and other benefits, while the market structure is the 

mechanism that determines the prices of goods and services. For example, 

through interest rates, the banking and monetary system affects how an 
r 

economic agent can save and invest wealth. Similarly, the structure of public 

finance, which comprises taxation and social assistance scheme, determines 

the allocation and redistribution of wealth in society. The characteristics and 

mechanism 0.f economic institutions in a Buddhist economy are the main 

subjects of Chapter 6. 

T h e  Buddhist concept of b a s ~ c  necessities 1s d s c u s s e d  in  Sectlon -1 1 



(3) The Social Conditional Factor 

This conditional factor encompasses the relationships within the family, 

among relatives, friends, neighbours, and all beings in society. ~t also 

includes both the structure and number of members in a family. The social 

interrelationship forms values, traditions and cultures in society. The more 

and repetitive contacts an  agent has with a particular value, the stronger 

he/she tends to behave based on that value.'"* An economic agent learns, 

experiences and memorizes social conditional factors through hislher 

interactions within the family and community at  large. 

Social conditional factors and economic conditional factors are related in 

many ways. The social conditional factor influences the quantity and quality - 

of basic necessities, goods and services produced and consumed in society. 

The father of six children would need a higher level of income to provide 

basic necessities to his family than a single father of one child living in the 

same area. Some social values and culture may prohibit consumption and 

production of certain goods, such as animal meat. Whereas, by contrast, the 

promotion of consumerism encourages individuals to consume more goods 

and more services. In a free market economy where profit is most valued, 

competition among economic agents is encouraged as an efficient way to 

allocate resources. Further, economic conditiqnal factors that encourage 

individualistic life styles may have the potential to weaken a communal 

pattern of social relations. 

(4) The Educational and Technological Conditional Factors 

This conditional factor set includes all technology, information and knowledge 

that is available in society and to an economic agent at the time of action. 

Such knowledge can be acquired through either educational institutions or 

from other individuals who possess such knowledge. Educational institutions 

provide the skills and knowledge that are the bases for earning a living. They 

are also sources of knowledge about values and morals in society. 

2 4  In B u d d h i s m ,  therefore,  cornpanionshlp with good people 1s one of t h e  most  i m p o r t a n t  factors  to  
ass i s t  e n h g h t e n r n e n t ,  a n o t h e r  factor is a s w f u l  way of analyt ical  th in lung  (D 31)  
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(5) The Political and Legal Conditional Factors 

Political institutions and legal systems form the political and legal conditional 

factors, respectively. While economic conditional factors may have the largest 

impact on an agent's economic activities, political conditional factors affect the 

security and stability of the economic conditional factors. The legal system 

characterizes the justice system which underpins the security condition within 
5 

the economic sys tek  by establishing property rights and the scopc of 

economic freedom in society . 

(6) The Spiritual Conditional Factor 

This conditional factor consists of religious and spiritual institutions and their 

teachings. This factor is an  essential element that affects moral and ethical - 
judgements and the mental development of individuals. In Buddhism, 

spiritual teachers such as monks, and institutions such as temples, have major 

roles to preserve the teachings of moral judgement and mental development. 

In addition, they serve as an  example of a simple and pace fu l  life. A society 

with temples or churches provides an opportunity for interaction between 

monks or priests with t h e  laypeople in community. That interaction forms 

and transforms both the moral and behavioural conditional factors of an agent 

and the social values in society. 

In sum, the intention and action of an economic agent is formed 

through the interactions among the internal and external conditional factors. 

The conditional factors are a set of constraints that determine the action- 
I 

choices related to material well-being. The factors themselves also develop as 
-1 

a consequence of the connected interactions among agents in society, and 

be/kB,een agents and the environment. The mechanism of how the conditional 
, 

fact s form the intention and action are discussed in the next axiom 
/' k d 

3. The Impermanency Axiom and the Process of Ipteraction 
The impermanency axiom states that all conditional factors arc ever-changing 

through a process of continual interaction. This axiom is postulated from the 

secdnd characteristic of nature in Buddhism which states that all conditioned 
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things are impermanent. They are impermanent because all phenomena exist 

as a result of interactions among the conditional factors discussed above, 

whereas their appearances and/or properties continuously change along the 

process. The process of interaction is an instrument in this framework to 

analyze how the economic agent's intention and action are formed, and how 

the intentional action can affect the agent and'system, both in the short and 

long terms. 

The process of interaction is sustained by the causal relationships 

among conditional factors, which follow their own natural laws. ' Among 

these, the law of karma has the most relevance to the analysis in Buddhist 

economics, because economic activities are karmic actions as  discussed earlier. 

Under the law of karma, all economic activities and their results interconnect 

all economic agents and phenomena together, and therefdre connect all factors 

in a n  interdependent way. A change i p  any conditional factor will . thus 

change the appearance of related phenomena accordingly. 

The non-self and impermanency axioms together imply that the process 

of interaction among conditional factors creates a dynamic and interdependcnt 

economic system. In this framework, an economic system is a manifestation 

of continuous interactions among interconnected conditional factors that are 

related to the management of material well-being. The process of interaction 

is discussed first (3.1), then follow with the dynamic characteristic (3.2) and 

the interdependent causal-relations among the conditional factors (3.3). 

3.1 The Process of Interaction 

From an economic agent's perspective, the process of interaction among 

conditional factors is the mechanism of transforming external objects (3) into 

internal conditional factors (I). I t  is the process of conditionality as discussed 

in Chapter 2 (2.2.2) which for~ns  and transforms the characteristic of each 

economic agent. The meghanism of the process is, in fact, the law of karma 

which governs the causal relationships among all conditional factors. 

In Buddhism, the process is characterized as a beginningless cycle; 

there may be an initial beginning point, but i t  cannot be perceived by an 



ordinary person. For typical humans, the cycle of existcncc, of which each 

round begins at  birth and ends at death, is assumed to rcpeat infinitely until 

enlightenment is realized. This circular characteristic is an  intrinsic quality of 

not only human lives, but also all processes of interaction within the Buddhist 

economy. The two systems in Buddhist economics-the physical environment 

and the society of beings-also possess this circular characteristic. The 

physical environment is the circular process of interactions that relate to 

material things, whereas the society of beings is a circular process of karmic 
L 

causes and  effects among beings.25 

The circular economic system is shaped bj, two modes of interactions: 

causality over-time and  cross-conditiona~.~' 

The causality over-time mode comprises: 

Interactions amdng internal conditional factors for eac'h agent; 

Interactions among external conditional factors themselves in the 
physical environment and the society of beings. 

The cross-conditional mode comprises: 

Interactions between economic agents and  the physical environment; 

Interactions among economic agents, including all other beings, 
within the society of beings. 

These two modes of interactions form multiple feedback loops both 

internally for each economic agent, and between the agenJs and external 

conditional factors. - Figure 4.1 illustrates the two modes of interactions among 

the two sets of conditional factors. 

The first mode of the ,process is the causality-over-time interaction 

among conditional factors within the same set. There are two types of 

causality interactions: interactions among internal conditional factors within 

2 5  T h e  ecosystem of t h e  e a r t h  is a circular  system of n a t u r a l  resources T h e  h u m a n  body is 
m a m t a i n e d  by t a l u n g  in food, a r .  w a t e r  a n d  hea t  from t h e  ecosystem a n d  le t t ing  o u t  w a s t e  through 
t h e  bio-mechanism funct ions of t h e  body The  body is hteral ly  a  t h r o u g h p u t  s y s t e m  T h i s  circular  
s y s t e m  is t h e  s a m e  for every a c t i v t y  i n c l u d n g  production a n d  consumpt ion  .All n a t u r a l  resources 
a r e  recycled over  a n d  over  th rough  h u m a n  a d  o ther  beings'  ac t iwt ies  

z6 T h a n k s a r o  Bhlkkhu  (1996) d e n v e s  these two modes of interactions from t h e  teach lng  of 
c o n C t i o n a h t y ,  a l though  h e  u s e s  t h e  word 'synchronicity'  for t h e  cross-con&tional mode 



each economic agent; and interactions among different cxternal conditional 

factors within the physical environment and the society of beings. 

J t  
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Figure 4.1: The process of interaqting among conditional factors 
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From an agent's perspective, there are three concepts of time: the past, 

the present moment, and the future. The past encompasses all actions and 

experiences in all past lives and in this present life until the present moment. 

The present moment, denoted a s  time t, is an interval starting from a contact 

between an economic agent and an external object, and ends with the next 

contact. At any time t, there is one feeling arising from the present contact 

that leads to unsatisfactoriness. 

The future consists of two time lengths: short and long term. The 

short-term horizon encompasses the present life, a time internal starting from 

an economic agent's birth and flowing continuously until death. The long 

term encompasses all lives in the cycle of existence. The length of the long- 

term horizon can, however, be influenced by an agent's actions; the long-term 

horizon can be equivalent to the short term if an agent realizes enlightenment 
27 in this present life. In other words, an economic agent is assumed to have 

8 

2' T h e  long-  t e r m  h o n z o n  is based on t h e  rebir th  h jpo thes l s  in  Buddhism T h e  law of ka rma  which 
lncludes t h e  reblr th  hypothesis .  provldes a  basls  for a n  infinite t ime  honzon  for Buddhist  



an infinite life-time horizon, but with the possibility 

the last, if enlightenment can be realized. 

In Buddhist economics, time is moving in 

4 
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of making the present life 

only one direction; i t  is 

irreversible and continuous. An economic agent cannot go back in time to 

undo whatever has been done.28 Every momentary event in the prescnt 

comes from the preceding continuum and will continue ad infiniturn. The 

changing conditional factors at time t continue over-time and bccomc the 

initial state of conditional factors at time t t l .  For example, the underlying 

intention of an action at time t constitutes the new karmic force for time t+l  

and so forth. 

The second mode of interaction is cross-conditional interac'tion through 

space; that is, in the two systems within the same time-interval. There are 

two types of cross-conditional interactions: between the economic agents and 

physical environment; and among agents, including all other beings, within 

society. - From an agent's perspective, the cross-conditional interaction is 

initiated by contact bemeen an agent and external conditional factors. A 

contact is caused internally by an agent's desire to do  something, say 

consuming food, which is a change in the mental conditional factors. Or i t  

can be initiated externally by a change in external conditionai factors such a s  a 

change in climate, a release of new products; or another agent's actions 

At any time t, there is a simultaneous change in several conditional 

factors originated by a contact and camed on through interaction. The contact 

between an  agent and  external conditional factors causes changes in both 

internal andlor external conditional factors via the two modes of interaction. 
v 

For example. if the contact occurs among economic agents at time t, ali agents 

involved in that contact process their feelings and actions through their 

in temal conditional factors. However, from an agent's perspective', others' 

internal conditional factors are collectively considered as  hislher external 

economics T h e  concept of ' n l w a n a ,  here a n d  now, '  however, g v e s  r lse  t o  a  p o s s ~ b l e  e n h n g  of t h e  
~ n f i n i t e - t i m e  h o n z o n  Each ~ n h ~ ~ d u a l  h a s  t h e  power by one 's  act lons t o  change  t h e  ~ n f i n ~ t e  to t h e  
finite t i m e  penod, t h e  p r e s e n t  life 

a 'Let not a  person revlve t h e  p a s t ,  o r  on t h e  fu ture  build h l s  hopes ,  for t h e  i a s t  h a s  been ief t  behind.  
a n d  t h e  f u t u r e  h a s  not been reached " (h1 131) 



conditional factors. I'hereforc, when there is an interaction, the essences of 

internal and external conditional factors change. 

Because the process keeps moving and continually transforms the 

conditional factors, it creates an eternal, yet ever-changing flux of events.29 

The karmic force at time t interacts within an existing connected web among 

beings and environment, and alter conditional factors. . The outcome of the 

interactions turns to be a new set of conditional factors for an agent.)' Thus, 

the prevailing conditional factors at the time of action not only constrain the 

available choices of action, but they also affect the outcome of the action. 

The two modes of interaction together form feedback loops at every 

level along the process of interaction whenever there is a contact between 

conditional factors at any moment. For example, there are three feedback 

loops within the internal conditional factors. When unsatisfactoriness arises, 

i t  simultaneously gives rise to an intention, changing the mental conditional 

factors and giving rise to an unpleasant feeling within oneself.)' The 

interaction through multiple feedback loops within the-system creates an  even 

more complex causal relationship among conditional%ctors.32 

Consider a series of interactions between an economic agent Xi and the 

external conditional factors. Say at time t, the process of interaction is 

initiated when X i  notices that the interest rate decreases. This is a contact 

T h e  ever-changmg c h a r a c t e r  o b l l  e n s t e n c e  forms t h e  basis  of t h e  non-self c h a r a c t e n s t i c  in  
Buddhism F o r  e x a m p l e ,  desire  is a movement  a n d  there  is a process  of des i re  O n e  desire  will 
c o n h t l o n  a second des i re ,  which in t u r n  w d  c o n h t i o n  a th i rd  desire  lVhat w e  observe is only t h e  
process  of desire  m h n g  on a n d  on There  is no separa te  o r  p e r m a n e n t  en t i ty  i n  t h e  process  
because each s t a t e  is merely a conchtion of t h e  next  s t a t e  of itself 

T h e  econornlc ana lys l s  In t h i s  f ramework ,  t h u s .  dea l s  only with real  t l m e ,  not  l o g c a l  t i m e  In t h e  
real  t i m e  se t t ing ,  w h e n  a n a l ~ n n g  t h e  changes  i n ,  say ,  t h e  quant i ty  of d e m a n d  w h e n  t h e  level of 
p n c e  changes ,  w e  c a n n o t  t r e a t  o t h e r  c o n h t i o n a l  factors  a s  being t h e  s a m e  over  p e n o d s  of t i m e  a s  
we  do w ~ t h  l o g c a l  t i m e ,  all c o n d t i o n e d  th lngs  a r e  ever-changmg 

31 See  C h a p t e r  2 (2 2 2) on t h e  chscussion of t h e  law of dependent  co-ans ing  for t h e  m e c h a n i s m  of t h e  
feedback loops wi th in  t h e  in&vldual  

3 2  We m a y  a r r a n g e  a s imple  relat ionship between t h e  two s e t s  of c o n d t i o n a l  f a c t o r s l n t e r n a l  (I) a n d  
ex te rna l  (El  -as follows 

i It  \ - - fa - b) i It-1 1 
I E t  f i c d j ( E t - I  j 

LVithin t h i s  re la t ionsh ip ,  not only in te rna l  conchtional factors ( I )  a n d  ex te rna l  c o n d t i o n a l  factors 
(E) a r e  c h a n g n g  over- t ime a s  a resul t  of interact ion,  bu t  also t h e  p a r a m e t e r s  of t h e i r  re lat ionships 
(a ,  b .  c d) 
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between knowledge (Zi) and new information (3,). I t  gives rise to a 

pleasurable feeling because .,it provides some hope about the ability to 

purchase a house (conditioned by the mental and knowledge conditional 

factors). We assume that, at time t, Xi forms hidher decision based on logical 

thinking, therefore the desire to buy a house drives Xi to explore and search 

for a prospective house and an appropriate mortgage (conditioned by 

behavioural factors). Xi may put an offer to purchase the house (conditioned 

by wealth constraints), but the offer is rejected. Xi is thus unable to find an  

affordable place, and unsatisfactoriness arises. 

A series of interactions among Xi, a seller, Realtors, bankers, and so 

forth, has simultaneously caused interactions and consequently altered not 

only X,'s physical and mental experiences, but also the external conditional 

factors. Along the process, there are changes in the feelings of and hislher 

perception towards the property market. While X,'s offer sends a signal to the 

property market, i t  may possibly have some affect on the price the seller 

requests for that property. 

The process of interaction also explains how theories and ideas have to 

be understood from the conditional factors that form the perceptions of the 

observers.33 That is, if an observer has repeated contacts with infornution 

that forms and confirms hislher idea, helshe tends to believe that i t  is true, 

even though the idea may not truly reflect reality. But because conditional 

factors are interacting with observers and ever-changing through time, events 

and phenomena can best be explained only by the conditional factors and the 
34 .' interactions among them. 

In Buddhism, theones  such a s  e ternahsm,  partial eternahsm, part ial  non-eternahsrn,  a re  perceived 
a s  being based on wrong mew,  they are beheved to be true only because they a r e  consistent with 
the  observer's limited expenences LWde expenences form perception, perception condmons 
knowledge, t h u s  resulting in theones  and ideas (D 1, D 9. D 21) The relationship between the 
observers a n d  the  observed phenomenon is also crucial in quantum physics Helsenberg, a s  quoted 
in Capra  (1982), found tha t  the electron may appear a s  a particle, o r  it may appea r  a s  a wave, 
d e p e n d n g  on how the  observer looks a t  it  That  is, scientific descriptions cannot be understood in 
separation from the  observer and h i s h e r  knowledge 

34 The Four Soble Tru ths  should also be perceived a s  con&tlon&ty They are  called ,Voble, because 
when considering atl con&tions of the in&mdual, they can lead to actions tha t  can  effectively 
e h n i n a t e  unsatisfactonness and w d l  eventually lead to enhghtenment Nevertheless, c h n g n g  to 
the Truths  itself is  also a b a m e r  to the absolute freedom, nirvana Therefore, t h e  Tru ths ,  and also 



3.2 The Dynamic Characteristic 

The process of interaction among conditional factors creates a dynamic, 

interdependent economic system that changes continuously. In this 

framework, all phenomena, including economic ones, are characterized as a 

dynamic ever-changing flux, in terms of movement, interaction and 

transformation. A circular system of arising, changing and dissolution is an 

intrinsic quality of all conditioned things, both natural and man-made. 

Economic factors, such as demand for goods, supply of factor inputs, 

the level of income, and preferences, are continuously changing, although 

their rates of change may be different. If a phenomenon appears static, it is 

only because an  economic agent's perception or measurement is not precise 

enough to perceive the change.35 A business cycle, which is a fluctuation in 

the level of economic activity, is a good example of the dynamic characteristic 

of ec nomic phenomenon. To observe the long-run trend, we may have to P 
collect economic data for at least 100 years. 

Based on this dynamic characteristic, the concept of dynamic balance is 

more relevant in Buddhist economic analysis than the concept of equilibrium. 

Dynamic balance is .based on the concept of balanced well-being as  discussed in 

Chapter 2 (4.2). I t  reflects the appropriate balance between benefits in the 

short and long terms. I t  can be achieved and maintained through the process 

of interaction, and enhances the economic agent's true well-being and 

progression towards enlightenment.36 However, dynamic balance itself does 

not reach a stable static equilibrium, but is ever-changing with the conditions 

of economy. The economic analysis of stability along a dynamic process is 

thus more consistent with the Buddhist framework than is comparative static. 

- - - - - - - - 

Buddhist  economics, should be t rea ted  not as an  absolute theory, but  one par t icu lar  wew from 
which the  guidehnes of actions are considered effective in te rms of ehminat ing  su f f enng  

3 5  The  dynamic c h a r a c t e n s t ~ c  i s  consistent with how modern physics Lqews na tura l  phenomena.  
especially in the  subatomic dmens ions  Capra (1975) notes tha t  quan tum theory h a s  found the 
properties of subatomic particles to be dynamic, in te rms of movement, interaction a n d  
transformation 

36 LVe d s c u s s  the concepts of t rue well-being s ta te  in Sub-section 4 4 1 
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3.3 The Interdependent Relationship 

The causal relationships among all conditional factor 11 beings and their P environmen ts-give rise to an interdependent economic system. The 

interdependency arises from repetitive feedback along the process of 

interaction over a long period of time. A complex net of interdependence 

implies indivisibility or the' characteristic of wholeness where events or 

phenomena cannot be considered in separation from one another. Therefore, 

all economic interactions are conducted within the two systems, which are 

physically connected as a whole. This is the basis for a holistic view in 

Buddhism: a n  economic agent exists as a part of the interconnected net, where 

every conditional factor is part of the whole system. 37 

The interdependency or wholeness characteristic implies that internal 

conditional factors cannct be classified as endogenous, or the external 

conditional factors as  exogenous  variable^.'^ In ;he Buddhist economic 

system, both internal and external conditional factors play a n  important role 

in determining the values of all variables. That is, the properties of any 

conditional factor are determined by the properties of all other factors. 

Another implication of the wholeness character is that the understanding of a 

single ,part, such as  the characteristics of any conditional factor and how it  

relates and interacts with others, can lead to understanding of the whole. 

Therefore, an  observatiqn that oneself is an outcome of the process of 
1 

interaction among conditional factors, can lead to an understanding of others 

as well as the system as a whole. Further, the interdependency also suggests 

the difficulty in observing the outcomes of karmic actions within the system. 

Karmic actions and results are linked over time and affect one another at any 

moment, while the results need not happen immediately but manifest when 

the conditional factors are suitable. I t  is therefore almost impossible to 

comprehend the effects of karmic actions. 

3: hlacy (1991) a p p h e s  t h e  law of dependent  co-arising to explam t h e  in te rdependence  between person 
a n @  communi ty  

38 By definition. t h e  va lue  of a n  exogenous v a n a b l e  is not d e t e r m m e d  w l t h ~ n  a n  economic model ,  but  
plays a role in de te rmirung  t h e  value of a n  endogenous v a n a b l e  (Pearce 1992) 
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For example, ' the Pali texts note that the moral conditional factors of 

individuals as  a group can influence not only social and economic conditional 

factors but also natural resou-rce conditional  factor^.'^ Actlons based on  moral 

degeneration of humanity, such as  greed and hatred, cab have adverse effects 

on the natural resources, climate, social conditional factors, and  physical 

conditional factors of the next generation, all of 'which contribute to the 

deterioration of human well-being. In Buddhist economics, deterioration of 

the natural environment such as  deforestation, the greenhouse effect, or 

environmental pollution are, therefore, mainly attributed to human actions 

that are rooted in ignorance, greed and hatred. The causal relationships 

among ignorance and  negative actions is discussed in the next section. 

4. The Unsatisfactoriness Axiom and Economic Activities 

The unsatisfactoriness axiom states that economic activity is an  attempt to 

eliminate unsatisfactoriness that has arisen from clinging to ever-changing 

phenomena. This axiom is postulated from the unsatisfactoriness 

characteristic which states that desire for or clinging to conditioned things 

causes suffering. Once unsatisfactoriness arises, i t  induces the economic 

agent to conduct a n  action to eliminate it. Actions aim at either perpetuating 

favourable situations or eliminating unfavourable ones. Each intentional 

action creates karmic forces that link economic agents in an  interconnected net 

over the long term horizon. 

Clinging is caused by the desire for sensual pleasure and  is conditioned 

by the agent's ignorance about the characteristics of non-self ( the  first axiom) 

and  impermanence (the second axiom). I f  an  agent identifies histher self with 

particular characteristics, say, youthfulness, when those characteristics change 

as  part of the process of interaction, hetshe becomes dissatisfied with the 

changes. In contrast, the agent who can perceive hirn/herself as  a 

combination of ever-changing conditional factors, would not cling to any 

state, and thus possess no unsatisfactoriness. Moreover, an action intended 

39 T h i s  i m p h a t i o n  is b a s e d  on t h e  Buddhist  Genesis  d s c u s s e d  in C h a p t e r  2 ( 1  -1) It is a l so  
comparab le  with t h e  G a l a  h y p o t h e s ~ s  a s  descnbed  In C a p r a  (1996) 



*. to eliminate unsatisfactoriness, but conducted without the full knowledge of 

the jnterde ndent causal relationships among conditional factors, may F 
consequently lead to more unsatisfactoriness and continue the cycle of 

unsatisfactoriness. 

In short, human nature in Buddhist economics is a s  follows: incomplete 

understanding of the non-self and impermanency characteristics of oneself 

and phenomena + having a strong desire for and clinging to the continuation 

of sensual pleasure being unsatisfied when favourable situations change -, 

conduct karmic actions to end unsatisfactoriness + may end or create new 

unsatisfactoriness because of ignorance. Sub-sections 4.1 and 4.2 discuss. the 

characteristics of unsatisfactoriness and its causes respectively . ~"b-section 

4.3 examines the possible outcomes from economic activities from two 

perspectives: the impact on an agent, and the direction of outcomes within the 

system. 

4.1 Characteristics of Unsatisfactoriness 

In the Buddhist approach to human behaviour, all actions are explained and 

analyzed within the context of unsatisfactoriness. The analysis in this 

framework focuses only on the unsatisfactoriness related to material well- 

being, which is called economic unsatisfactorir~ess.~~ In the following discussion, 

economic unsatisfactoriness and unsatisfactoriness are used interchangeably, 

unless otherwise indicated. 

Unsatisfactoriness is defined as a deviation from the state of true well- 

being, and has two types: primary physical suffering and mental 

unsatisfactoriness. At time t ,  if an agent experiences none of these two types 

of unsatisfactoriness, helshe is said to be in the state of the true well-being 

within oneself at that moment." Due to interdependency, the state of true 

C n s a t i s f a c t o n n e s s  t h a t  a n s e s  from desire  Independent  from r n a t e n a l  t h ~ n g s ,  s u c h  a s  desire  for 
~ m m o r t a h t y ,  LO absorb  In m e d t a t i o n  o r  to  have psychic power,  is not economlc u n s a t ~ s f a c t o n n e s s  

4 1  B M h u  Bodhi ,  i n  a s e m i n a r  t a p e  compares  t h e  concept of t r u e  well-bemg in B u d d h i s m  with t h e  
lowest  point  of t h e  wheel  t h a t  is touching t h e  ground w h d e  t h e  whee l  is r o h n g  T h e r e  would be 
only one  t r u e  well-being polnt  a t  a t ime ,  of which t h e r e  is no u n s a t i s f a c t o n n e s s ,  a l though  t h e  point 
is a lways  c h a n ~ n g  This concept IS s i m d a r  to  a point of s t a b ~ h t y  a n d  h a r m o n y  a t  a m o m e n t  ln time 

i n  modern  phystcs ,  w h d e  t h a t  point is c h a n g n g  continuously In complex s y s t e m s  



well-being also encompasses a harmonious state between oneself and society 

which arises when the pursuit of one's well-being does not cause new 

unsatisfactoriness unto others. The continuous true well-being of a n  agent 

thus resembles both a dynamic balance within oneself, and between oneself 

and the system. 

From the Buddhist perspective, primary physical suffering arises when 

an  agent does not have a sufficient level of basic necessities such as food, 
-I 

clothing, shelter and  medicine. I t  is unsatisfactoriness associated with the 

problem of poverty. The test of a sufficient level at any time is whether the 

agent faces a physical constrairlt that would deter hirn/her from conducting 

mental development activities, if desired, such as  meditating or listening to 

dharma teachings." The ability to cultivate mental development is used as 

the criterion to determine sufficiency because such activity is essential to 

realize enlightenment in Buddhism. Without adequate amounts of basic 

necessities, an agent would suffer from physical discomfort which could 

obstruct the mind from investigating the truth about oneself and  phenomena. 

Mental, unsatisfactoriness arises when an agent has a desire for material 

things greater than h isher  sufficient level of basic necessities. The criteria for 

determining mental well-being are measured by three mental factors: clarity of 
43 the mind, non-clinging, and compassion. The clear mind can observe and 

contemplate the truth about phenomena and consequently eliminate self- 

delusion. Meanwhile, non-clinging and compassion substitute clinging, greed 

and aversion. 

Because unsatisfactoriness is one type of feeling, when i t  arises and 
44 disappears, it is perceived directly within the mind of each agent. Thus, the 

LVe derive t h e  four basic  necessities a n d  t h e  tes t  concept from t h e  d s c u s s ~ o n  i n  C h a p t e r  2 ( 4  1) 

a T h e s e  factors  also c o n t n b u t e  to  secondary heal thy menta l  factors-  e n t h u s i a s m ,  f a t h ,  self-respect .  
h u m d i t y ,  be ing  cons idera te  of o t h e r s ,  consclentiousness, non-vlolence a n d  e q u a n i m i t y  By cont ras t .  
t h e r e  a r e  t e n  u n h e a l t h y  m e n t a l  factors deiusion or  confusion, c h n g n g ,  h a t r e d  a n d  a n g e r ,  concelt o r  
self- importance,  wrong  vlew o r  misapprehension of th ings ,  i n d e c ~ s i v e n e s s  o r  perplexity, s lo th .  
res t l essness ,  s h a m e l e s s n e s s ,  a n d  lackmg of moral d read  Abdh 92 

In B u d d h i s m ,  unsatisfactoriness is a n  unpleasan t  feellng, c lassd ied  a s  a m e n t a l  funct ion Although 
all  physical  s u f f e n n g ,  s u c h  a s  pa in  a n d  Illness, are sensed  th rough  t h e  h n g - n e r v e  s y s t e m ,  they  
a r e  recognized by t h e  feellng mental-funct ion See Chapte r  2 (2 2 2 )  a n d  t h e  knowledge c o n h t i o n a l  
factors  d s c u s s e d  above 



consumption threshold of basic necessities for each agent is a subjcctive 

perception; each agent makes a personal choice-decision based on hislher 

constraints. Similarly, there is no  objective measurement for defining the 

level of mental well-being. 

The characteristics of unsatisfactoriness and well-being a re  thc same for .' 

every agent. However, the conditions that satisfy the state of true wcll-being 

may differ among agents quantitatively and/or qualitatively because the 

conditional factors that constitute each agent may differ. Due to dynamic 

characteristic, the basic necessities for a particular agent may also changc 

through time in response to changes in conditional factors. 4 5  

When unsatisfactoriness arises, an agent is induced to carry out actions 

by utilizing both internal and external conditional factors. The cessation of 
3 

action thus becomes a test on whether unsatisfactoriness has  been eliminated. 

In practice, most actions are aimed at  eliminating several forms of 

unsatisfactoriness simultaneously. For example, w e  eat basic food to 

eliminate hunger but consume exotic food to eliminate the dissatisfaction with 

ordinary food caused by mental unsatisfactoriness. The primary reason that 

we wear clothes are to protect the body from heat or cold that could cause 

physical suffering and  to prevent feelings of shame that bring on mental 

unsatisfactoriness. Wearing fashionable clothes, however, often gives an 

agent a sense of belonging to a group and/or projects a feeling of status. I t  

can also eliminate fear from isolation and being judged a s  out-of-fashion. A 

,Mercedes-Benz car can serve both as  a convenient means of transportation 

and  as  a symbol of prestige. The convenience reduces physical pain that may 

occur from walking a long distance, while prestige reduces mental 

unsatisfactoriness that may arise from having low self-esteem. 

In this framework, an  , economic activity, such a s  production, 

consumption or  exchange, is therefore considered an attempt to eliminate 
46 * economic unsatisfactoriness. An economic activity arises.at  two stages: (1) 

4S In t h i s  f ramework ,  there fore ,  t h e  con ten ts  underlying t h e  utlllty o r  &sutd l ty  func t ion ,  tf t h e r e  1s 

a n y ,  a l w a y s  change  for each in&vldual  

T h e  Llew t h a t  u n s a t i s f a c t o n n e s s  is t h e  d n w n g  force behlnd act ions in Buddhis t  econorntcs, can be 
compared  t o  ' r e s p o n d m g  to d s e q u ~ l l b n u r n  awareness '  in neoclassical economtcs h f a n y  economists  



when a need or desire for some goods or services, say Y, arises and motivates 

a h  agent to seek and acquire them, and (2) when an agent attempt to secure 

possession over Y s o  that helshe can continue utilizing it." The scope of 

economic activities in this framework thus encompasses the acquisition, 

protection and .utilization of wealth. 

Actions continue as long as an agent expects the benefits derived from 

possessing and utilizing wealth are worth the costs associated with those 

actions. The physical and mental well-being derived from the possession and 

utilization of wealth represent the benefits of material wealth. Conversely, 

costs involve any which are associated with. the actions of utilizing both 

internal and external conditionil factors such as resources, wealth, time and 

energy. Different actions incur different levels of costs depending on the type 

of actions and their surrounding conditions. 

Due to incomplete knowledge, an agent does not know ex-ante, the 

true costs or benefits. Helshe is assumed to have incomplete knowledge, 

while. the costs andlor benefits are always ever-changing. When deciding on 

an action-choice, an agent can d o  best by subjectively estimating the total 

expected costs associated with actions A and total expected benefits associated 

with the possible outcomes 0, then comparing them before taking an  action. 48 

The process of eliminating unsatisfactoriness is therefore one of trial-and-error 

and is further discussed below.49 

such  a s  Hayek  (1945/48), F i sher  (1983) a n d  Arrow (1959) a s  quoted  in Boland (1986 C h a p t e r  7). 
con tend  t h a t  t h e  a w a r e n e s s  of d s e q u l l i b r i u m  is 'automatic '  because d s e q u i h b r i u m  impl ies  t h a t  a n  
economlc a g e n t  is not  ' f u l f i l h g  h i s h e r  op t imal  plan ' Moreover, t h e r e  is no methodologlcnl 
problem for t h e  & s e q u h b r i u m  approach because t h e  a w a r e n e s s  of & s e q u i l i b n u m  ' c a r n e s  with it 
sufficient information t o  e n s u r e  t h a t  expectat ions will a lways revlsed i n  t h e  correct  dwection ' 

A t t a c h m e n t  to  p leasan t  f e e h g  d e n v e d  from possessing a n d  u t h u n g  Y' m a y  c r e a t e  f u r t h e r  desire  
for Y ,  which m a y  also l ead  to  possessiveness ,  chngmg,  misappropriat ion o r  a v a n c e  If i t  l eads  to  a 
s e r i e s  of act ions such  a s  f ights ,  quar re l s ,  h s p u t e s ,  a r g u m e n t s ,  s t ruggles  o r  hes .  i t  h a s  t h e  potent ial  
t o  cause  more unsa t i s fac tonness  to  oneself and/or  o thers  See  t h e  c h a n  of causa t ion  between 
cravlng a n d  act ions in  C h a p t e r  2 (2 2 2) 

a T h i s  is based  on t h e  concept of ' a t t h a n n u t a '  o r  knowing t h e  objectives of act ions a n d  w h a t  c a n  be 
expected from t h e m  (A I\.' 113) T h e  practice of contemplation in Buddhism is in fact t o  Investigate 
all t h e  cos t s  a n d  benefi ts  associated wlth a n  action before conduct ing i t  

'9 See 4 4 2 a n d  4 4 3 below for &scusston on ignorance a n d  t h e  t r ~ a l - a n d - e r r o r  process  



50 The expectations for the same action may differ among agcnts. For -. 
example, two economic agents may perceive the costs of consuming gasoline 

differently although they are facing the same market price. One may consider 

only a direct cost to purchase one unit of gasoline, while the other's 

perception of cost may include the indirect costs of the whole system such as 

those incurred in the process of producing and utilizing that particular fuel." 

With different cost-perceptions for one unit of gasoline, demand would differ 

for each agent; an agent with a higher cost-perception would demand less 

gasoline than the other. 

In a case where an agent perceives the costs to obtain Y are greater 

than the expected benefits at time t, two.scenarios can be expected: (1) desire 

to procure Y disappears altoget er; or (2) an agent attempts to acquire more P 
information to reconfirm or reject one's perception. In the first scenario, an 

agent accepts hislher perception of the costs and benefits related to Y, and 

thus heishe may no longer desire nor cling to that commodity. A non- 

clinging state of the mind can eliminate any mental unsatisfactoriness without 

the need to undertake an action. In the second scenario, the agent cannot 

detach from hislher desire, and thus searches for more information regarding 

the benefits and costs of obtaining Y. 

In the case of primary physical suffering which is associated with 

poverty, the benefits likely mean whether life can be sustained. Therefore, 

the costs of any action cannot be comparable to the bengfits. The problem of 

poverty causes not only physical suffering at the individual level, but also 

immorality and social disorder as discussed in Chapter 2. Without sufficient 

basic necessities, an  agent may carry out any action to eliminate suffering, 

including illegal or destabilizing ones. Thus, economic activities in a Buddhist 

society should have a primary goal to eliminate physical suffering associated 

.k d s c u s s e d  e a r h e r ,  percept ion is also condt ioned  by one 's  experiences through  in te rac t ions  w ~ t h  
all  c o n d m o n a l  factors  a n d  t h e  menta l  c o n d t i o n s  a t  t h e  t ime  of action 

T h e r e  are t w o  factors  which p v e  nse to the df fe rence  in  a w a r e n e s s  a m o n g  a g e n t s - i n  t h i s  case a n  
a w a r e n e s s  of cost percept ions They  a r e  contemplative th in lung  on t h a t  p a r t i c u l a r  i s sue  (an  
i n t e r n a l  c o n d t i o n a l  factor)  a n d  association with fr iends who s h a r e  common v a l u e s  a n d  beliefs 
(external)  
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with poverty. I t  is also important that society provides the appropriate 

external conditional factors that can prevent an agent from undertaking 

actions that would cause instahlity in the system. The arrangement of 

external conditio ? a1 factors is the subject in Chapters 5 and 6. 

4.2 Ignorance as  the Cause of Unsatisfactoriness 

The ultimate cause of unsatisfactoriness is ignorance. In this context, 

ignorance implies having incomplete knowledge about characteristics of non- 

self and impermanency. 52 

With regard to thenon-self $xiom, ignorance can be explained as a false 
-* 

perception of personal' Bdonging based on self-delusion. An agent 

misperceives that internal conditional factors-such as the physiqal body, 

ideas, consciousness and wealth-belong to oneself. HowevePr, as  based on 

the axiom, they are merely acquired through the process of internalizing 

external objects; a result of interaction among conditional factors. They do 

not absolutely nor permanently belong to himlher. Belonging is true only at 

the conventional level in which we assume that, say, this wealth belongs to 

this person at this point of time. In absolute reality, there is no  real owner of 
53 the properties. The false perception of personal belonging gives rise to 

greed and hatred." 

In consideration of the impermanency axiom, not accepting the 

dynamic characteristic of conditioned things causes clinging. I t  is virtually 

impossible for an agent to completely control change due to the complexity of 

interdependency and the limitations of knowledge. Wealth can be gained or 
* lost, jobs can be created or demolished; i t  all depends on the interaction 

52 Ignorance causes rebirth,  desire and  c h n g n g  k c  I! se an economic agent is  reborn,  helshe IS 

subject to p n m a r y  physical suffenng such a s  sickness, ageing or dylng Fur the r ,  desire of and 
chngmg to m a t e n a l  wealth causes mental  unsatlsfactonness See Chapter 2 (2 2 2) for the causal 
m e c h a n ~ s m  among ignorance, rebirth,  d e s ~ r e ,  c h n g n g  and unsatlsfactonness 

If a n  economic agent is the  real owner of say the physical body, then helshe mus t  be able to stop it 
from changing Because the physical body. ideas, s t a tus ,  wealth, etc a n s e  a n d  change through the 
process of interaction, they do not then belong to anybody in particular from the  absolute renlity 

Greed is charactenzed by a desire for pleasant f e e h g s  or c l lngng to favourable con&tional factors. 
both internal  a ~ d  external  Hatred is charactenzed by a desire to end painful feellngs or rejecting 

unfavourable con&tional factors 
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among conditional factors. If  an agent understands and accepts the dynamic 

characteristic, there will be less desire and less clinging; unsatisfactoriness can 

be prevented andlor ended. 

~ ~ n o r a n c e  about these two axioms implies that the agent does not have 

complete information about the interdependent causal relationships among 

conditional factors. Incomplete informa tion in this regard leads to actions that 

can have unpredictable results which are beyond one's comprehensible 

knowledge.. Under the law of karma, actions that cause harm to others will 

not mdy create mental unsatisfactoriness such as restlessness at the present, 

=but also will result in similar harm to an agent in the future. An act of killing 

living-beings may lead to being killed, although it may not necessarily occur - 
in exactly the same way because of the modifiability .of karmic actions. 

Under' the knowledge constraint, the process of eliminating 
> 

unsatisfactoriness is a process of trial-and-error, along which an agent 
55 accumulates more experience and greater understanding. An agent may 

make mistakes by conducting actions that cannot eliminate unsatisfactoriness 

which is already present, and they may also cause that which is new. Heishe, 

however, can gain knowledge by observing causal patterns of past 

experiences, then applying that knowledge in choosing present actions for 

benefits in the future. Helshe can also assess the outcome of hislher actions 

by observing changes in internal conditional factors. The assessment of such 

outcomes is analyzed in the next sub-section. 

4.3 Possible Outcomes from an Action 

I In Buddhist economics, an agent experiences unsatisfactoriness, conducts 
B 

karmic actions and observes outcomes directly with hislher body and mind. 

As an agent interacts with external environments, each karmic action affects 

others and potentially causes numerous outcomes. The results of karmic 

actions may ripen immediately or may take a very long time to develop. 

4 

Ignorarke c o n d t i o n s  m i s t a k e s  when  maklng  a decision on action choices Because  all k a r m i c  
act ions a r e  s m d  t o  have  ignorance involved, mulakes a r e  m a d e  d u n n g  a decision-malung process  
It  is called a m l s t a k e  i n  t h e  sense  t h a t  t h e  resul t  of t h a t  action does not b n n g  t r u e  benefit  t o  
oneself a n d  o t h e r s  a s  o n e  expected In Buddhism,  t h e  only way  to cease ignorance completely in 
o rder  to  m a k e  t h e  n g h t  declsion on action-choices, is to follow t h e  Soble  Eightfold P a t h  
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Therefore, with interdependency, i t  is difficult to observe all the effects or 

outcomes resulting from one action in a complex system. What one can 

observe is only the direct impact on an economic agent, whereas one can 

predict only the direction of the outcomes at the system level. 

4.3.1 The Impact on an Economic Agent 

We must first clarify that i t  may be possible for an economic agent to 

eliminate unsatisfactoriness at any moment in time within a dynamic and - 

interdependent system. The characteristics of the process of interaction 

demonstrate that the present action can influence the causal mechanism of 

unsatisfactoriness. If the causation process was entirely linear in time, then 

every event and phenomenon would be deterministic. Everything would be 

determined by actions and there would be noihing an agent could d o  to 

change the result. In contrast, if the process was entirely cross-conditional in 

the present moment, there would be no relationship from one moment to the 

next; all events would be random. Fortunately, because the two modes of 

interaction work together, i t  is possible for the present action to alter events 

and phenomena that may arise as a result of actions in the 

In any inteaction with external objects, an  economic agent can directly 

and unmistakably observe hislher own feelings resulting from interaction. 

Therefore, the possible outcomes of any action are evaluated in terms of an 

agent's feelings. An economic agent can experience the results of action 

directly as painful feelings (unsatisfactoriness), or as joy and pleasant feelings 

(satisfactoriness). From the agent's perspective, there are four pat terns of 
57 potential outcomes arising from a karmic action. They are: 

(a) causing more unsatisfactoriness n o M n d  in the future; &- 

(b) eliminating unsatisfactoriness now, but causing unsatisfactoriness in 
the future; 

T h i s  m a r k s  t h e  m o d f i a b l l t g  of k a r m a  See  Chapte r  2 (2 2 1) for t h e  d s c u s s i o n  of t h l s  i s sue  a n d  
also T h a n i s s a m  (1996) ' i n  h i s  book 'The Buddha a n d  HIS D h a m m a , "  Dr B R A n b e d k a r  (1891- 
1956) h a s  based  h i s  u n d e r s t a n d n g  on t h e  law of k a r m a  in t h i s  way a n d  r e p c t e d  t h e  t r a d t i o n a l  
t each ings  in H m d u  soclet); which justify u n t o u c h a b h t y  (Queen 1993) 



(c) causing unsatisfactoriness~now, but preventing unsatisfactoriness 
that may arise in the future; 

' 

(d) eliminating unsatisfactoriness now and in the future. 

The first outcome occurs when an economic agent conducts an 

unwholesome action but cannot cease unsatisfactoriness in the present, thus 

helshe still experiences pain and grief. The second outcome occurs when an 

agent conducts an  unwholesome action and eliminates unsatisfactoriness in 

the present, thus helshe feels pleasure. As discussed earlier, howev.er, the 

unwholesome actions cause conflict between the well-being of an agent 

through time and with others. Therefore, they will cause unsatisfactorincss 

for that agent in the future. B 

The third outcome occurs when an ,economic agent abstains from 

unwholesome actions or conducts wholesome actions, but helshe may feel 

pain from doing so or the unsatisfactoriness does not cease immediately. 58 

The fourth outcome occurs when wholesome actions eliminate 
1 unsatisfactoriness immediately. The wholesome actions can eliminate 

unsatisfactoriness without conflicting with the well-being of oneself in the 

future, nor the well-being of others both now and in the future. They also 

enhance the well-being of either an economic agent, others, or both, now 

andlor in the future. Therefore, they have the potential to prevent 

unsatisfactoriness from arising in the future. 

From 'the four possible outcomes of actions, we can infer that some 

individuals may gain immediate pleasure from conducting unwholesome or 

wholesome actions, while others may feel pain when conducting similar 

actions. Although unwholesome actions always ripen as painful feelings and 

wholesome actions ripen as pleasure in the future, there is no  guarantee that 

an economic agent will always act with foresight. An economic agent is likely 

to undertake rational action only if helshe believes that the short-term benefit 

is less worthy than the long-term benefit in pattern (b), and the long-term 

benefit can offset the short-term cost in pattern (c). The differences among 

economic agents about their feelings and expectations of action-results are 

58 For example,  an alcohohc stops dnnklng,  or a parent sends a child to a pre-school 



determined through the conditional factors which they experience. The 

conditional factors are not only the constraints that limit their. choices of 

actions, but also the situations that affect the outcomes of the actions. 

4.3.2 Directional Prediction of Outcomes within a System 

As explained previously, the process of interaction illustrates the impact of an  

action within the dynamic and interdependent system. Each action is 

significant not only from an  economic agent's perspective, but also within the 

context of an  entire system. As the present action can alter interconnected 

karmic forces of past actions, i t  can thus change the interrelationship among 

conditional factors. 

Each action has the potential to cause either disturbance or  stability to 

the interrelationships among economic agents. From the third axiom, the 

majority of economic agents in society are assumed to be ignorant, hence 

unsatisfactory. By its nature, unsatisfactoriness gives rise to actions. An 

action that causes and  induces unsatisfactoriness over space and  time creates 

more disturbance, while an  action that ceases andlor reduces i t  creates stability 

within the system. Either disturbance or stability in a system will eventually 

revert to an  economic agent, and cause or eliminate unsatisfactoriness in t h e  

future. 

In practice, however, individuals cannot completely control the impact 

their actions have on  the system. Disturbance, or harmony, arises as  a result 

of interaction among all conditional factors, many of which are beyond the 

knowledge and  ability of an agent to comprehend. In a n  interdependent and 

complex system, i t  is difficult to precisely assess the magnitude of each 

action's results, especially on external conditional factors. There can be 

infinite combinations of possible outcomes from a n  action which are 

manifested by changes in the conditions of interconnected system. Therefore, 
4 

we can predict only the direction of the likely outcomes from any action as 

follows: 

(i) Actions that increase unwholesome factors will cause more 
unsatisfactoriness and more fluctuations, and may eventually lead to 
chaos in the system. 



(ii) Actions that decrease unwholes~me and increase wholesome factors 
will eventually reduce unsatisfactoriness and increase stability and 
order in the system. 

Combining the four possible &u tcomes at the economic agen tfs level 

and the two possible directions at the system level, we can derive four 

scenarios of outcomes from any action. They are: no reaction, fluctuation, a 

temporary shift and a permanent shift with stability. Figure 4.2 summarizes 

the four possible directions of outcomes. 

Figure 4.2: Directions of outcomes from karmic actions 
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I internal conditional I 
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Scenario 2 
Instability 
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behaviour A permanent shift 
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The process follows seven sequential steps. 

Step 1: The process of interaction for an action begins with a contact 
P between an economic agent and external objects at time 't. 

Step 2: A new input enters the internal processing mechanism through 

the sense-based faculties, then interacts with the internal conditional factors. 



Step 3: If  the contact does not cause unsatisfactoriness, no  action arises 

(Scenario 1). 

Step 4: If the contact causes unsatisfactoriness, an  agent will search for 

an  action-choice to eliminate i t  via the interactions among internal conditional 

factors. I 

Step 5 :  If an agent decides to conduct an unwholcsorne action, i t  may 

or may not eliminate the present unsatisfactoriness. However, it will cause 

more unsatisfactoriness in the future. Therefore, i t  will eventually lead to 

instability and fluctuation in the system (Scenario 2). 

Step 6: A wholesome action is undertaken. If  an agent has a habit of 

carrying out unwholesome actions, i t  may not eliminate unsatisfactoriness of 

that agent at that time, but will prevent any further disturbance to arise in the 

system. But if a n  agent has a habit of conducting wholesome actions, h will 

eliminate the present unsatisfacioriness. In either case, i t  will eventually lead 

to stability in the system (Scenario 3) .  

If this wholesome action appears to be a shift in behaviour of the agent, 

and there are no moral constraints on both internal and external conditional 
59 factors, the shift will appear to be temporary. That is, helshe may not 

employ the same wholesome action to eliminate similar unsatisfactoriness in 

the future. 

Step 7: If the action is wholesome and appears to bc a shift in the 

behaviour of an  economic agent with respect to the moral and knowledge 

constraints, especially in internal conditional factors, the shift of behaviour 

will be permanent (Scenario 4). Helshe will employ the same wholesome 

action to eliminate similar unsatisfactoriness in the future. Hislher wholesome 

actions will eventually increase the stability of system. 

Consider steps 6 and 7; the moral and knowledge constraints are critical 

in creating and maintaining stability in the system. There are two reasons for 

this. First, the trial-and-error process of eliminating unsatisfactoriness implies 

there is a possibility that an action can cause more disturbance than harmony 

59 Externa l  moral  c o n s t r a i n t s  a r e  legal conslderat lons,  soclal values a n d  s p l n t u a l  concLtlona1 factors 



within the system. For the benefit of both an economic agent and society as a 

- whole, i t  is thus necessary to have constraints on actions. 

The second reason is that the only two factors that an  economic agent 

can control in this framework are intention and action as  discussed earlier. At 

the beginning, the extemal constraints on moral and knowledge can inducc an 

agent to change behaviour. Once an agent completely internalizes the 

extemal moral and knowledge constraints by habitually respecting the 

constraints in any behaviour, helshe can instinctively use them to choose 

actions that can effectively eliminate unsatisfactoriness. These constraints are 

discussed as Buddhist principles of actionsin Section 5. 

To summarize, the positive theory of Buddhist economics comprises 
Cpr 

three fundamental axioms.. These axioms explain human na,ture as  having 

unsatisfactohness and undertaking an intentional action to eliminate i t .  

Unsatisfactoriness and action arise via the process of interaction among 

conditional factors. The process has two modes of interaction which create a 

complex', ever-changing and interdependent system. Because of ignorance, 

however, the action may or may not end unsatisfactoriness at the present, and 

may prevent or create new unsatisfactoriness in the future. From the system 

perspective, an  action of the ignorant agent also has a potential to increase 

instability in the system. 

5. The Principles of Economic Activities 
The normative part of Buddhist economic theory aims at finding an  effective 

way to allocate limited resources in order to achieve a Buddhist goal of life. A 

normative theory is constructed based on the concept of right livelihood. As 

discussed Chapter 2, right livelihood has three characteristics: (1) i t  is based 

on the right view, (2) it is consistent with the Buddhist ethical system, and (3) 

i t  leads to both material well-being and mental development. Thus the goal of 

economic activities is envisioned, based on the Buddhist view of economic 

phenomena as  discussed above as the positive theory. In turn, the effective 

means for a c h i e v ~ g  that goal is derived from the Fourth Noble Truth which 



forms the basis of Buddhist ethical principles. The means in the normative 

theory is Buddhist ethical constraints on making economic action-choices. 

At the individual level, the goal of economic activities is to effectiveiy 

eliminate unsatisfactoriness subject to internal and external constraints within 

the dynamic and interdependent system, while eventually leading to the 

ultimate goal, enlightenment. The effectiveness of any action is measured by 

how effectively i t  ends  the present unsatisfactoriness without causing new 

unsatisfactoriness to oneself andlor others. In turn, the goal at  the society 

level is to provide favourable external conditions, which can assist its 

members to reach their individual Buddhist goals. Favourable, in the sense 

that the external conditional factors can facilitate both a n  effective end  to 

unsatisfactoriness and  a cultivation of mental development ." 

Due to incomplete knowledge, an economic agent's actions may not, 

however, be effective. Ineffective actions have a tendency to cause instability 

within the system. Given the circular characteristic, of the system, any 

disturbance caused by an  agent has the potential to generate more 

unsatisfactoriness for: hirn/herself. Instability in the system creates further 

uncertainties upon the agent. More uncertainties make i t  more difficult for an  

ignorant agent to make the right decision in ending unsatisfactoriness 

effectively. Hence, more ineffective actions may be undertaken, and new 

unsatisfactoriness may arise accordingly. I t  is thus important that each action 

must proceed in the right direction along the process of interaction: the 

direction that leads to the effective elimination of unsatisfactoriness at the 

present as well as  enlightenment in the long-run. 

To achieve the above goal with limited resources, i t  is therefore 

necessary to have a guideline for making a choice of action. Based on the 

Buddhs t  teachings, the normative theory first suggests a criterion for selecting 

the cost-effective action among all available action-choices. To assist a n  agent 

in choosing the cost-effective action and moving towards enlightenment, the 

theory also recommends a set of principles of actions. Sub-sections 5.1 and 

60 t\S d s c u s s e d  in C h a p t e r  2 (" I ) ,  favourable external  c o n d t l o n s  a r e  requ i red  to enforce a n d  
m a i n t a i n  o rder  In th'e s y s t e m  



5 . 2  discuss a cost-effectiveness criterion, and the principles of economic 

activities, respectively. 

5.1 The Cos t-eflectiaeness Criterion 3 

By definition, an effective action must eliminate present unsatisfactoriness 

completely, while not causing new unsatisfactoriness to oneself or others in 

the future. As discussed earlier, the cessation of unsatisfactoriness is marked 

by physical and mental well-being derived from the possession and utilization 

of wealth. I t  is conceived as the benefits arising from economic activities. 

The conduct of any economic activity involves, however, at least some costs 

from the use of limited resources at time t. Further, because actions are 

undertaken within a dynamic and interdependent system, they have 

repercussions in both the short and long terms. The effect can be either 

beneficial or harmful; either ending or causing unsatisfactoriness to o a  

andlor others. Therefore, the effectiveness of an action must be measured 

both from a long-term perspective (dynamic characteristic) and at the system 

level (interdependent). 

The effectiveness of an action can be measured from either thebenefits 

or the costs perspective. To be consistent with the Buddhist methodology, 

which focuses on minimizing costs (preventing unsatisfactoriness) within the 

system in the long run, we focus the analysis on the costs. In practice, an 

effective action should be the one that, among all of the available action- 

choices, incurs the least cost to both oneself in the long term and to the 

system as a whole. This is called the cost-effectiveness criterion in Buddhist 
6 1 economics. The measurement of this criterion is threefold: (1) least costs 

among .all available choices; (2) least costs to oneself in the long term; and (3) 

least costs to the system. These threefold measurements are derived from the 

three features of the problem respectively: (1) limited resource constraints, (2) 

the dynamic characteristic of agents' lives and (3) interdependency among 

agents within the system. 

6' In e n \ l m n r n e n t a l  econornlcs, costs  a r e  effective if we can produce t h e  s a m e  a m o u n t  of productlon 
w t h  t h e  leas t  cost S e e  Pearce  (1995) for example The  a m o u n t  of product lon In t h e  Buddhls t  
context  is t h e  ellrnlnatlon of  t h e  unsatisfactoriness in questlon 



The first measurement is that the preferred action is one  that involves 

the least costs among all available action-choices. The least cost measurement 

is required because any economic activity must utilize limited resources within 

the system. Limited resources are determined by the internal conditional 

factors (an agent's constraint), and external conditional factors (constraints at 
- 

the society level). The conditional factors regarding resources can be classified 

into three types: natural resources, material resources and human resources. 

When unsatisfactoriness arises, an  economic agent utilizes a combination of 

these resources to undertake the required actions in a process of eliminating 

unsatisfactoriness. 

To make to best use of limited resources implies to choose the least-cost 

action that can provide the same lwel  of benefits. The resource constraints 

define the range of action-choices from which an economic agent can choose 

at the time of action. Depending on the available resources, knowledge and 

other conditional factors, there may be several choices available that may 

eliminate unsatisfactoriness at that moment. Different actions incur different 

costs. The least cost measurement imposes a cost minimization constraint on 

the .management of wealth and resources. 

Because economic activities deal directly with transforming material 

conditional factors into other forms that are usable, the least cost 

measurement is significant in effectively utilizing limited material, natural 

and/or man-made, resources. In combination with two other measurements, 

i t  is considered an effective way to sustainably utilize resources. That is, to 

allocate resources within the physical environment based on  the. long-term 

and system perspectives. 

The second measurement is based on the dynamic characteristic of the 

system. This aspect of cost-effectiveness ensures that an agent takes into 

account all of the costs incurred in the system, both at the present and in the 

future. I t  is measured by whether an action can eliminate the present 

unsatisfactoriness without causing conflict to the well-being of oneself in the 

future. The dynamic measurement considers the future costs associated with 
$ 

future unsatisfactoriness that is likely to arise as a result of the present action. 



The dynamic characteristic is usually assotiated with uncertainty, 

Because phenomena are ever-changing and knowledge is incornplcte, 

uncertain ties exist regarding how conditional factors could change in the 

future. Uncertainty costs, therefore, must always be taken into account in 

making a decision. The process of interaction that acknowledges uncertainties 

within the dynamic system is moving in the right direction in terms of 

effectively ending unsatisfactoriness. This is because such a process has the 

potential to eliminate unsatisfactoriness from the point of initiation until long 

after the action is complete. Hence, i t  creates a dynamic balance for an  

economic agent in addition to maintaining stability in the system over the 

long run. 

The third measurement is based on the interdependency characteristic 

of the system. Because of the circular nature of physical environment and the 

karmic-connected nature of beings, an agent's action has a more-or-less impact 

on both the ecosystem and other agent. I t  is measured by whether an  action 

can end unsatisfactoriness without causing conflict to the well-being of others 

in society. I t  aims at preventing the costs of unsatisfactoriness imposed upon 

others given a n  agent's action, and implies that a n  agent should choose an 
P 

action that would create a harmony between the goal of oneself and the goal 

of society. That is, an action should also be selected from the system 
? 

perspective . 

Considering the above discussion, i t  is beneficial for all economic 

agents to make action-choices based on a long-term, system-sensitive 

perspective, particularly given that resources are limited. Although it is not 

feasible for an agent or even society as a whole to calculate the true total costs 

associated with each and every action, the internal and external conditional 

factors can be used as  guidelines to envisage the range of costs. Once all the 

possible costs are considered within p e n  knowledge limitations and the 

least-cost action is chosen, then an  agent can be content with the result of that 
L 

action. Contentment that arises after one has made the best choice within the 

constraint of available resources will give rise to satisfaction and harmony 



within oneself. The continuity of contentment also gives rise to a dynamic 

balance for that agent. 

Let's take the protection of wealth as an example that is consistent with 

the threefold measurements of cost-effectiveness. Consider the purchase of a 

house. First, the property right over the house should be properly established 

within the legal conditional factors in order to prevent an illegal claim by 

others. Secondly, care should be taken to protect it from fire or similar 

hazards. This is to prevent unsatisfactoriness, loss of assets and the cost of 

reconstructi& thaj would occur in the event that the house burnt down. 

Even after all possible prevention measures have been undertaken to protect 

the house, it can still be destroyed by other causes, such as  an  earthquake. 

Finally, insurance should also be purchased against unexpected disaster!; to 

minimize costs from a long-term perspective. Once the best protection has 

been prepared at the present moment, then the economic agent can be 

content with the decisions. 

In sum, the most effective way to allocate resources in Buddhist 

economics can be achieved by choosing an action-choice based on the 

threefold measurements: least cos't, long term, and system perspective. The 

cost-effective action is any action that incurs the lowest cost to the whole 

system in the long-run when comparing i t  to all other available choices of 

actions that can eliminate the same state of unsatisfactoriness. The cost- 

effective action can sustain a balance within the physical environment as well 

as a dynamic balance for and among economic agents within society. 

5.2 Buddhist Principles of Actions 

In practice, i t  is not feasible to measure all costs and benefits associated with 

an  action both in the long run and from the system perspective. The dynamic 

characteristic of the process, the interdependency among all conditional 

factors, combined with the ignorance of economic agents, may lead to action- 

choices that are not truly cost-effective. To bring about cost~effective actions, 

i t  is thus necessary to have a guideline of actions. 
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The principles of actions in Buddhist econorpics is based on Buddhist * 
ethical principles, which form the basis for a way of life lcading to 

enlightenment.' The principles of actions can guidc an economic agent to 

choose cost-effective actions and to foster greater understanding of the non- 

self, impermanency and unsatisfactoriness characteristics. In Buddhism, a 

complete understanding of these characteristics is a necessary condition for 

enlightenment. 

The Ouddat t way of life is a practice based on the Buddhist ethical 

principles. Bud h ~ s t  practice emphgsizes mindfully choosing the right in t o t  tion 
63 when making a decision on action-choices. In Buddhism, the intention 

behind an action is a vital karmic factor in determining whether an  action 

eliminates or causes unsatisfactoriness to oneself, others or both. Intentions, 

whether good or bad, right or wrong, moral or immoral are underpinned by 

either wholesome or unwholesome roots. 

An economic agent may act in a wholesome way to eliminate 

unsatisfactoriness by taking into account how an action can affect the 

environment and others in society. For example, although a n  economic agent 

Xi. may be dissatisfied with hislher level of income, helshe will not commit a 

crime that would cause harm to others, but instead may work harder or seek 

part-time work to increase hislher wealth. In contrast, an agent Xi may act in 

a way that causes harm to oneself andlor to others; unsatisfied with the level 

of hislher income, helshe may decide to steal money or rob a bank to increase 

wealth. Stealing or robbery, however, is an ineffective action as  i t  leads to 

unsatisfactoriness for both oneself and others. 

- - 

62 See Chapter 2 (3 2) for Buddhist ethical cn tenon  In short ,  the  n g h t  actions a re  those tha t  lead to 
the  well-being of oneself and others,  while the wrong actions are  conducive to one ' s  own harm 
and/or to other 's  harm 

.b discussed ea rhe r ,  there  are only two factors which an agent can control in th i s  framework 
action and intention Due to  ignorance, an agent's mmd is tainted by greed, ha t r ed  and  delusion 
li\s a result ,  although a n  intentional action is  controllable, in practice an ignorant  person does not 
consciously and mindfully control one's intentional action, but  instead let the  defilements take  over 
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Based on the roots of wholesome actions that arc conducive to both the 

cost-effective actions and enlightenment, a set of Buddhist ethical constraints 

on actions is derived. There are four principles:M 

1. Responsibility; having confidence in the law of karma. 

2. Harmlessness; abstaining from all unwholesome actions. 

3. Generosity; conducting wholesome actions based on loving-kindness # 

and generosity. 

4. Discernment; purifying the mind to deepen a n  understanding of the 
causal mechanism of unsatisfactoriness. 

The four principles together aim at,gradually changing the moral and 

knowledge conditional factors of an economic agent. Responsibility induces 

an agent to pay more attention to one's intentional action and the outcomes of 

that action. Harmlussness induces an agent to reduce greed, hatred, clinging - -. 

and craving. Generosity encourages a non-a ttachment attitude towards 

th; this attitude is crucial for the elimination of mental unsatisfactoriness. 

Fi w% , discernment induces an agent to acquire more understanding about 

the true nature of oneself and the system. 

(1) Responsibility 

The first principle, called responsibility, is to take responsibility for one's own 

actions. This principle is derived from the first element of right view, which 

is about understanding the mechanism of karma and believing that there is a 
65 result of one's actions. Understanding the law of karma is equivalent to 

accepting the three fundamental axioms in Buddhist economics. This principle 

thus implicitly imposes the three fundamental axioms on the process of 

selecting an action-choice. 

There are two aspects of taking responsibility for one's intentional 

actions: responsibility for the results of one's own actions; and responsibility 

to eliminate one's unsatisfactoriness. The first aspect is to believe that the 

outcome of all actions, wholesome or unwholesome, will ripen sooner or later 

64 The four principles encompass all basic factors which constitute nghteous conduct in the  Noble 
d - Eightfold Pa th ,  the noble quahties of human beings, and the c n t e n a  for human development n y  

dscussed  in Chapter 2 ( 3  2 and 4 2) 

6 5  See Chapter 2 (2 2 1 and  3 2 )  
- 



based on  hislher intentions. With such beliefs, the agent will considcr thc 

consequences of hislher actions before undertaking them and subsequently 
take responsibility for them. The second aspect is that thc agcnt is 

* 

responsible for the elimination of hislher own unsa tisfackoriness. Considering, 
modifiability of karma, one can alter the results from past karma through 

" - 

present intentions and actions. This aspect of the law gives an agent 

confidence jn hislher ability to completely cease all forms of unsatisfactorincss, - 
if heishe has the determination-to do  so. This prin&!le is thus the basis for 

self-reliance in Buddhist economics, as one primarily relies on  hislher own 

actions, such as acquiring or protecting wealth, in order to achieve well-being. 

Responsibility is a self-enforcing principle for ignorant economic agents 

who live within a dynamic and interdependent system. A person with 

responsibility is fearful and shameful of the undesired results of hislher 

unwholesome actions because helshe knows that they cause unsatisfactoriness 
C) to oneself and others. In contrast, an irresponsible person does not believe 

that heishe would reap the results of hislher actions." Without responsibility, 

helshe may attempt to eliminate hislher unsatisfactoriness by acting immorally 

or violently, eventually causing unsatisfactoriness to oneself andlor others. 

The principle of responsibility is the basis for arranging external 

conditional factors to alter the behaviour of an economic agcnt toward the 

right direction. The factors include the work place, the justice system and the 

establishment of property rights, the taxation system and redistribution of 

wealth, all which are directly related to economic activities. The principle also 
' 

provides the basis for decentralization in the Buddhist economic system. 

Economic activities should be decentralized so that each agent can observe 
- and take full responsibility for hislher own actions. For example, to compel 

responsibility in cbnsumption c r  production, price should be based on the true 

total costs of producing products. Chapters 5 and 6 discuss the external 

conditional factors in the Buddhist economic system. 

65 *XS long as t h e  evd  k a r m a  does noi bear frui t .  t h e  fool t h i n k s  it  is like honey 
b u t  w h e n  ~ t  n p e n s ,  t h e n  to t h e  fool comes suf fenng  " (Dhp 69) 
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(2) Harmlessness 

The second principle, called harmlessness, aims at decreasing unwholesome 

factors through a n  understanding of the law of karma. This principle is a 
a - 

concrete set. of ethical constraints on actions that tend to lessen stability 

factors both within the agent's long-term wealth management and within the 

system. To reduce ihstability, the pursuit of one's true well-being should not 

cause harm to others, but instead promote harmony both within oneself and 

within society. The -principle thus leads to cost-effective economic activities 

because it prevents unsatisfactoriness from arising in the future. 
:.+ .; 
'. % 

, Harmlessness is based on four elements in the Noble Eightfold Path: 

right thought, right speech, right action and right livelihood. In practice, i t  is 

to abstain from ten immoral conducts: (1) killing of living beings, (2) taking 

what is not given, (3) misbehaving in sexual pleasures, (4) speaking 

falsehoods, (5) speaking maliciously, (6) speaking harshly, (7) gossiping, (8) 

being covetous, (9) having ill-will and (10) holding wrong v i e ~ s . ~ '  In 

Buddhism, abstaining from these ten immoral conducts is a necessary 

condition to achieve and mainta_in a prosperous, peaceful, stable and secure 

society; these coriditions are favourable for the practice of mental 

development ." 

(3) Generosity 

The third principle, called generosity, aims at increasing wholesome factors in 

society. This principle is based on the virtue of generosity, which promotes 

compassion, loving kindness and renunciation of sensual desire. The practice 

of generosity includes giving and sharing wealth, having humility, rendering 

services to others, sharing and giving out merits, rejoicing in other people's 

merit. Generosity is an important principle in redistributing wealth in a 

Buddhist society where each economic agent faces a different set of internal 

and external conditional factors; some may have abundant wealth while others 

may lack it. Because poverty has the potential to induce unwholesome actions 

6'See Chapter 2  (3  2 )  for detads  of each action 

68 See Chapter 2  (4 1) 



such as  crimes, giving and sharing of wealth helps the poor sustain their lives 

and brings stabiIity to society as a whole. 

Giving and sharing in Buddhist economics must occur on a voluntary 

basis, so that an  economic agent can experience the benefits of, and learn 

from the results of, these actions. Based on the third axiom, the process of 

eliminating unsatisfactoriness is a trial-and-error one. By giving voluntarily, 

an  agent is able to decide how much is appropriate given hidher constraints, 

while subsequently being able to observe the results by oneself. The joy and 
I 

delight from generosity will gradually allow ran agent to detach hirn/herself 

from material conditional factors. 

Moreover, generosity will permit an economic agent to gradually learn 

how to utilize wealth in the most beneficial way from a long-term and system- 

wide perspective. Based on the law of karma, giving and sharing will always 

result in receiving and sharing from others, either now or in the future. 

Generosity can then be viewed as an exchange between enjoying wealth in 

the present and the wealthy situation in the' future. This tradeoff can be 

viewed as saving money for use in the future or insurance against possible , 

poverty or famine over the long-term horizon in the cycle of existence. 

(4) Discernment 

The last principle, called discernment, attempts to increase understanding 

about the causal mechanism of unsatisfactoriness and the process of 

interaction by enhandng the agent's knowledge. This principle is based on 

the right view discussed in Chapter 2. I t  is a mechanism of error-correction 

within the interactive and interdependent system. The more understanding 

one has of the process of action, the more effective one can act and the fewer 

mistakes one will make. 

The effectiveness of any economic action is related to the knowledge . 

conditional factor of the economic agent. Nevertheless, in Buddhist 

economics, perfect knowledge of the whole system is not necessary for the 

elimination of unsatisfactoriness. The knowledge necessary to effectively end 

unsatisfactoriness is the knowledge of the axioms themselves. Understanding 



the three fundamental axioms is sufficient to derive a set of actions that are 

conducive to dynamic balance. 

The process of comprehending the axioms also enhances an 

understanding about the conditional factors that are related to each action 

within the scope of oneself. By observing the relations between actions and 

its results, an  agent will eventually notice the factors that cause or end 

unsatisfactoriness. An understanding that every being is facing similar 

characteristics of unsatisfactoriness will induce one to conduct actions that will 

not cause more unsatisfactoriness to others. Moreover, understanding that all 

events exist as  a combination of ever-changing conditional factors, interrelated 

with one another in a complex and interdependent way, will lead to less 

defilements-greed, hatred, desire and clinging. Thus, by practising 

discernment, an  agent will be able to cultivate an  attitude of non-clinging and 

gradually cut the link of the causal mechanism of unsatisfactoriness. 

In sum, the normative theory of Buddhist economics consists of the 

criterion of cost-effectiveness regarding limited resources and the four 

principles of actions. Together they work as the Buddhist ethical constraints 

on an economic agent in undertaking actions to end unsatisfactoriness. They 

can be used as  guidelines of actions both at the individual and society levels. 

First, they are guidelines for selecting an action-choice at the individual 

level so  that one can sustain dynamic balance while moving towards 

enlightenment. Acting based on the principles, an agent will gradually be 

able to enhance one's moral and knowledge conditions. By transforming 

hislher view and establishing confidence in the law of karma, an  agent will 
t 

gradually change hislher behaviour, actions, values, perception and 

preferences, to correspond with that view. As a result, an  agent deepen one's 

understanding of the causal mechanism of unsatisfactoriness, and 

consequently a permanent shift of habit occurs. 

Secondly, the principles provide guidance ai the society level to arrange 

the external conditional factors in order to induce change in the behaviour of 

an ignorant economic agent towards the right direction. Actions based on 

these principles provide the stability that underpins economic success because 
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unwholesome factors that may cause harm and disorder are in check. While, 

at the same time, these principles also create harmony that, in return, 

preserves order within a dynamic and interdependent system. 

6. Summary of the Framework 
The&asic theoretical framework for Buddhist economics comprises two parts: - 

positive and normative. The positive theory consists of three fundamental 

axioms tl-fa t characterize the properties of economic phenomena: non-self, 

impermanency and unsatisfactoriness. The axioms characterize the Buddhist 

economic system as complex, ever-changing and interconnected. They also 

describe human nature as being ignorant, while predicting that any action by 

an ignorant economic agent has the potential to cause instability in the 

system. The normative part consists of the criterion of cost-effectiveness and 

the Buddhist principles of actions-responsibility, harmlessness, generosity 

and discernment. The criterion and the principles are guidelines to encourage 

actions that effectively end unsatisfactoriness in the preien t and progress 

toward enlightenment in the long run. 

The characteristics of the framework in Buddhist economics provide a 

basis for economic analysis of stability along the dynamic process. In 

addition, economic activities must be analyzed in the context of interactions 

among agents which form the connected whole. Recognizing ignorance as the 

root of the problem, policy implications in a Buddhist economy should be 

directed towards enhancing the individual's knowledge a b ~ u t  the dynamic 

and interdependency of interactions within the system. 

It  should be also noted that this theoretical framework for Buddhist 

economics has incorporated the suggestions by Buddhadasa Bhikkhu and 

Payutto B M u  (see Chapter 3: 3.1-3.2). Considering Buddhadasa Bhikkhu's 

viewpoint, the framework has acknowledged how beings live in nature based 

on the Buddhist view, and proposed the principles of actions as guidelines to 

live according to the law of nature. Based on Payutto Bhikkhu's suggestions, 

the framework has overcome the limitations of existing economic theory: (i) 

being based on a Buddhist holistic view of human and the world; (ii) 



incorporating value and moral judgement condition into an analysis of human 

nature; (iii) aiming at solving the problems in physical and mental 

development while using a scientific analytical method; and (iv) enhancing the 

scope of economic activities to encompass the problems of both primary 

suffering and mental unsatisfactoriness. 

Based on the theoretical framework described above,' the study 

identifies the broad contours of a Buddhist economic system in the next two 

Chapters. The outlines of the Buddhist economic system can be divided into 

two parts: Buddhist economic activities and Buddhist economic institutions. 

Chapter 5 discusses three main economic activities at the individual level: 

acquisition, protection and u tdiza tion of wealth. These activities have a 

primary goal to alleviate phjsical suffering, which may arise from having 

insufficient material wealth. The activities that are based on the Buddhist 

principles aim at enhancing the agent's true well-being and progression 

towards enlightenment. Chapter 6 outlines the characteristics of economic 

institutions-market and non-market-in a Buddhst economy. The economic 

agents collectively create the non-market institutions, such as the firm, 

community and state, when they c a ~ o t  resolve exchange problems via 

market means. 



Chapter V 

The Buddhist Economic Activities 

A ~ l i c a t i o n s  of the Theory at the Micro Level 

Buddh~sm does not consrder material welfarc as an end 
in I tself  r r  is only a means to an end- 

a higher and nobler end. 
(Rahula 1959: 8 1 )  

Early Buddhism did in fact put together a prcture of 
a world as a collective system. 

(Tambiah 1976: 35 )  

1. Introduction 

This chapter develops an outline of the economic activities that are consistent 

with the principles of Buddhist economics described earlier. I t  discusses 

wealth management that is based on an understanding of the three 

fundamental axioms. The focus is on economic interactions among economic 

agents within a system in which the primary goal is to alleviate economic 

unsatisfactoriness associated with poverty. It also outlines economic 

interactions consistent with the Buddhist principles of actions that can 

enhance the agent's true well-being and progression towards enlightenment- 

the ultimate goal of Buddhist life. 

In Buddhist economics, the scope of wealth, broadly defined, 

encompasses anything which has market value and can be exchanged for 

money, goods or items with non-market value. All wealth has the basic 

property of being able to generate a return that can be used to end 

unsatisfactoriness. Wealth can be divided into personal and societal wealth. 

Personal wealth encompasses all internal conditional factors, such as  physical, 

mental, moral, knowledge, behavioural and tangible assets, that can be 

utilized to acquire additional wealth. In turn, societal wealth encompasses all 

existing external conditional factors in society, such as  the natural 

environment, man-made material things, institutional conditions, knowledge 
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and technological expertise. Societal wealth in general, also includes human 

capital-that is, all economic agents who live within the society. 

In contrast, wealth, as a narrowly defined concept implies only material 

wealth. Personal material wealth encompasses all material wealth conditional 

factors, both stock and flow, -that belong to each economic agent. Societal 

wealth encompasses all external material conditional factors-natural 

resources, capital and all other man-made t h ings tha t  an agent can acquire 

and/or share among agents within society . Within this framework, unless 

indicated otherwise, we refer to this concept of wealth. 

The fundamental axioms provide a basic understanding- of the 

interdependent relationships in work, wealth and well-being within an 

economic system. Based on the axioms, the Buddhist economic system 

comprises two circular sub-systems: physical environment and society of 

beings. Within these two sub-systems, agents create and transform 

conditional factors through various interactions among themselves. The 

conditional factors comprise economic activities in general and characteristics 

of economic institutions in society. 

Economic agents interact within a dynamic and interdependent system 

as they attempt to eliminate economic unsatisfactoriness; these interactions are 

economic activities. -As discussed in Chapter 4, the primary objective of 

economic activities is to alleviate physical suffering and to prevent or lessen 

the problems associated with poverty. Economic activities that are consistent 

with the Buddhist principles of actions, outlined in Chapter 4, are the 

Buddhist means to solve the problem of poverty from a long term and system- 

wide perspective. At the individual level, these activities can sustain dynamic 

balance and progression towards enlightenment. They can also give rise to 

morality and enhance the condition of stability in society. 

There are three types of economic activities which constitute a Buddhist 

economy: 'acquisition, protection and utilization of wealth. These activities 

include producing, exchanging, saving and consuming goods and services, 

through processes that transform natural resources and all other conditional 

factors. The acquisition of wealth is undertaken via the production and 
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exchange of goods and services. Protection of wealth is to sustain and 

maintain wealth within the framework of legal conditions. Utilization of 

wealth is the way to utilize wealth to achieve both the primary and ultimate 

goals. The activities are conducted within economic institutions as  discussed 

ip Chapter 6. 
8: 

C& 
'a The chapter is organized as follows. Sections 2 through 4 outline the 

broad contours of economic activities in a Buddhist economy. Each section 

respectively discuss each type of economic activity-acquisition, protection 

and utilization of wealth-from two aspects. First, what are the main 

conditional factors that determine economic activities as  suggested by the - 
basic analytical framework. Secondly, which characteristics of economic 

activities are consistent with the Buddhist principles of actions. 

2. Acquisition s f  Wealth 
The acquisition of wealth comprises all the economic activities of economic 

agents related to earning a living-that is, the production of goods and 

services. They are the sources of personal wealth for a n  agent, which - 
collectively, also creates wealth in society. Acquisition activities generate 

income basically from work andlor a combination of work and assets. Some 

part of income may then be transformed into stock of pssets or other material 

goods. An agent who can support oneself lessens the burden to society, and 
. . . 

may be in a position to help others. 

! An economic agent chooses wealth-acquiring actions based on the 

conditional factors influencing h i d h e r ,  both internal and external. Because 

there lare substantial differences in the conditional factors among economic 

agents, divisions of labour arise. Different conditional factors give rise to 

comparative advantage among agentsi , thus  different types of work are 

suitable for each agents. 

The division of labour is undertaken within the dynamic and 

interdependent system subject to limited resources and the reality that agents 

are ignorant-that is, they have incomplete knowledge. Considering these 

elements, the normative theory of Buddhist economics provides Buddhist 
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ethical constraints on what to produce and how to acquirc wealth according to 

right livelihood. Sub-section 2.2 will discuss the characteristics of right 

liuelihood, but first the division of labour is examined in Sub-sectidn 2.1. 

2.1 Divisions of Labour 

In Buddhist economics, an  economic agent acquires wealth by employing 
*- 

hislher internal conditional factors-labour, personal wealth, skill, knowledge, 

feeling, intelligence and intuition-within the constraints of and by interacting 

with external conditional factors. The conditional factors, internal and 

external, that are used to acquirecwealth are denoted as  factor inputs. The 

stock and characteristics of factor inputs at any moment are changing 

quantitatively and qualitatively as  economic activities continually take place. 

The flow of incom at arises from the services of factor inputs can be wages, 

interest or profit, all which contribute to the wealth of an  agent. As noted 

earlier, differences in factor inputs imply the existence of comparative 

advantage among agents in the way they acquire wealth. Divisions of labour 

thus follow accordingly. 

Based on the fundamental axioms, factor inputs for acquiring wealth 

can be grouped into three categories: (1) external factor inputs, . (2) personal or 
1 internal factor inputs; and (3) the present effort within the process. First, the 

external factor inputs encompass the conditions of the physical environment 

and society. The -physical environment comprises the ecosystem, natural 

resources, man-made capital, intermediate products and all other material 

goods. The ecosystem includes all natural characteristics that can be used to 

create wealth such as land, geography, climate, wild-life habitat, and so on. 

The conditions of society encompass all other external conditional factors that 

can be used for creating wealth. They are, for example, economic and 

political institutional conditions, knowledge and technological expertise, social 

values and beliefs. 

We infer these three categones from the Mangala Sut ta .  "Livlng in a good e n ~ l r o n m e n t ,  h a ~ l n g  done - good'mnducts in the  pas t ,  drec t ing  oneself nghtly Thls is the highest blessing ,, 
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The second category of factor inputs for wealth acquisition comprises 

personal or internal factor inputs. Personal factor inputs encompass all the 

in t&al conditional factors-physical labour, memory, intelligence, intuition, 

tangible assets, morality, knowledge, skill and personali ty-tha t can be utilized 

to acquire more wealth. These factor inputs are the means of production that 

personally belong to the economic agent. A1 though the availability of 

resources, quantitatively and qualitatively, in the physical environment, 

determines the primary limit on the production of goods and commodities, 

the availability constraint also extends, to some extent, to knowledge and 

technology. An economic agent can also develop methods to utilize the 

technology and knowledge available in society such as  purchasing, at market 

prices, the services of these factors; or acquiring new knowledge through 

education and training. Furthermore, an agent can employ other external 

conditional factors, such as  market structure, social, legal and political 

conditional factors, to create opportunities to acquire wealth from resources. 

The last category of factor inputs for wealth acquisition is the non- 

material conditional factor, called the present effort. The present effort is the 

way to apply internal factor inputs in the face of external factor inputs 

constraints when acting to acquire wealth. I t  is an important factor input due 

to the modifiability of karmic actions. Because economic activity is an on- 

going process of interaction, how the present action is conducted and its 

underlying intention are significant in determining the outcomes of that 

action. The present effort is determined by an agent's mental, moral, habitual 

and personality conditional factors at the time of action. In the context of 

productivity, an akentfs attitude towards work can be positive, such as being 

honest, energetic, industrious and diligent, or negative, such as  being 

deceitful, slothful -and careless. The present effort that is consistent with the 

Buddhist principles&-actions is called the right action in work. I t  is discussed 

below in Sub-section 2.2.2. a. 
t 

/ 
~ a s e d  on the fundamental axioms, each agent has different factor 

inputs in the present due to their past interactions within the system. The 

personal factor inputs, for instance, are different among agents depending on 



their present and past actions. Diligent and hard-working actions in the 

r generous actions in the past would result in the level and 

quality of the agent's personal wealth conditional factor in the present. 

Differences in factor inputs create comparative advantage among 

agents, which, in turn, generate divisions of labour in the economy. Based on 

different internal factor inputs, an economic agent interacts with the 

environment and with others in society. The interactions form one's 'skills, 

preferences and knowledge, which determine hidher occupation or profession; 

whether that is a farmer, a producer, a merchant, a servant, a robber, asoldier 

or a politician. In comparison, the external faqtor inputs provide both the 

opportunities and the limitations on the available means to create wealth. For 

example, an economic agent X, who lives close to the sea-shore at time t may 

earn a living from the fishery, while an agent Xi living on a plain may grow 

rice instead. An isolated farmer Xk living with the difficulties of transportation 

may be forced by natural constraints to produce more varieties of products for 

household use than a farmer XI who lives closer to a city at that time. 

Based on the discourses, divisions of labour can be grouped into three 

categories: (1) producing goods, (2) assisting with the exchange of goods in 

the market, and (3) providing favourable conditions for individuals and 

society for cortducting economic ac t iv i t i e~ .~  The first category includes all 

productive activities, and forms the supply side of the economy. Through 

these productive activities, an economic agent utilizes factor inputs in order to 

transform natural resources andlor man-made material things into goods that 

can be. used or exchanged with  other^.^ Productive activities encompass 

production in all economic sectors: agriculture, mining, fishery, forestry, 

manufacturing, construction and utilities. 

2 These three  ways are  interpreted  fro^ the three m a n  occupations in the  society d u n n g  the 
Buddha's time: the  farmer ,  the  trader and the government officer, see Chapter 2 (1.4) 

3 The primary factors in B u d d h ~ s m  conslst of. four elements (earth, water,  fire a n d  wind) and  five 
aggregates (body, feehng, perception, thought and consciousness) No new mat t e r  i s  produced but 
only transformed naturally or man-made iqto d f fe ren t  shapes or d f f e r e n t  things d u n n g  t h e  
process of interaction Alfred Marshall (1930) referred to the actlwtles of changmg the  form of 
mat ter  a s  'producing u t h t i e s '  from resources and rnatenal things 
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The second division of labour category does not involve c 

-P 
form of resources or material things directly, but instead, 

exchanging of material goods in the market. I t  includes t raf i~~or ta t ion ,  

communication, trade, commerce, banking and insurance services, for 
4 example. Finally, the last category encompasses all professional services 

which utilize personal factor inputs such a s  skill and knowledge, in the 

acquisition of income. Examples of the professional category are doctors, 

lawyers, 6olice officers and soldiers, public administrators, politicians and 

similar occupations. 

2.2 Right Livelihood 

Actions related to the acquisition of wealth that are consistent with Buddhist 

principles are called right livelihood. Right livelihood provides Buddhist ethical 

constraints on production, specifying that one should take only what is 

needed from the system without destroying the source of that wealth. The 

metaphor that is commonly used to illustrate right livelihood in Buddhism is 

how bees suck nectar out of flowers without harming the plant. Right 

livelihood is the means to acquire wealth, given limited resources in a 

dynamic and interdependent economic system, that takes the agent in the 

right direction toward Buddhist goals. 

Consider the two sub-systems-the physical environment and society of 

beings- there are two constraints that form right livelihood. First, the cost- 

effectiveness constraint that applies to the utilization of resources and material 

things in the physical environment, provides the basis for right production in 

Buddhist economics. Secondly, the Buddhist principles of actions describe the 

allowability constraints of right livelihood in the society of beings. 

2.2.1 Right Production in the Physical Environment 

The nature of production produces interactions between an  agent and the 

physical environment; each action can have a negative or positive impact upon 

the biosphere and society as a whole that was not initially intended. 

I t  should  be noted t h a t  wea l th  c rea ted  solely from property such as in te res t  income o r  d v i d n g  
s h a r e  income a r e  not a l ien concepts In Buddhism a s  long as it is genera ted  r ighteously a n d  legally 
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Economic activities incur costs to the physical cnvironment because thc 

processes of production and consumption disintegrate and transform mattcr 

and energy into a higher level of entropy. The transformation of mattcr, once 

done, is irreversible. Production activities that cause harm to natural 

environments can, in turn, create harm to human beings and  animals in 

society. Production has the poten tiai not only to change rela tionships 

between an economic agent and environment, but also to create new desire 

andlor unsatisfactoriness for an agent. 

Due to resource limitations, the dynamic and interdepcndcnce 

characteristics of the system, and the incomplete knowledge of an  agent, the 

Buddhist principles call for the cost-effectiveness constraint in dealing with 

natural resources and material things. The cost-effectiveness constraint leads 

to the most suitable action towards the moves both the agent and society in 

the right direction. The constraint assigns how, and how much of, each 

c o m m o d i t ~ o u l d  be produced. In practice, the constraint provides three 

,- guidelines for making a decision on production: (1) employ limited resources 

energy cost-effectively, (2) create the least amount of waste a s  is possible, 
1 - 'and (3) primarily focus on supplying basic necessities to all members in 

5 society . 
The first guideline states that an agent must choose an  action that 

incurs the least possible costs to the system among all available choices. Via 

the process of production, an agent transforms resources and material things 
1) 

into other forms that can be used for alternative purposes. The principle of 

discernment imposes a deep awareness of what the ecosystem has provided 

human beings in terms of the habitat and resources available for generating 
6 well-being in human life. I t  is to realize that economic activities are 

5 These guidelines subs tant ia te  the concept of right production of Payutto Bhlkkhu (1992). However 
they &ffer from t h a t  of Buddhadasa Bhikkhu (1986) in the sense tha t  society should produce only 
what  i s  n e c e s s a q ,  but not for s h a n n g  

6 hiany B u d d h ~ s t  scholars classlfy the Buddhist ecological vlew a s  deep ecology based on ~ t s  
perception of interdependency of all con&tional factors in the system See Batchelor (1989). 
B a d n e r  (1990) and  Macy (1991) for examples The basis for deep ecology in Buddhism is in fact 
exhibited in monastic ru!es for monks and nuns  The monks are prohibited to cut  t rees  o r  destroy 
p lants  intentionally In contrast ,  they are encouraged to llve in the  forest, in harmony with nature 
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dependent on nature, but also have the capability to exploit it. Because 

resources and energy are scarce resources in the physical environment, the 

right production is thus the cost-effective one. 

The second guideline arises from the circular characteristic of the 

physical environment, which is both a resource supplier and waste 

assimilator. Economic activity is a process of recycling resources within the 

circular system. While production transforms raw materials into goods, 

during both the production and consumption processes, waste arises. Because 

of this circular characteristic, waste always goes back to the system. 

Therefore, i t  is important to maintain the availability of material conditional 

factors within the dynamic and interdependent physical environment for the 

long-term use. 1. / 

The third guideline is to ensure that all members of society mest the 

sufficient level ofbasic necessitje; so  that one can undertake the cultivation of 

mental development, if one wishes to do  so. This guideline assigns what 

commodity and how much bf i t  should be produced in a Buddhist society. 

The above three -guidelines together impose the minimum cost possible 

to produce the quantity needed for basic hurna; survival in the community, 

subject to waste abs'orption and the renewability of the resource within the 

biosphere. That is, the choice of method or technology of production must 

have the least social cost among all choices; the production of goods should bc 

operated with the least amount of factor inputs among all feasible choices. 

Finally, society should primarily aim at producing things that are necessary to 

fulfil the basic needs of its members-the sufficient level of basic necessities. 

2.2.2 Allowability Constraints in a Buddhist Society 

In Buddhist economics, the morally allowable commodity space is defined 

differently from other economic systems. The allowability constraint is 

derived from the principle of harmlessness, which emphasizes the reduction 

of unwholesome factors and the increase of wholesome factors during the 

- 

a n d  l e a r n  from i t  S a w n g  t h e  n a t u r a l  env l ronment ,  such a s  t h e  forest ,  IS equivalent to  s a w n g  t h e  
env l ronment  t h a t  1s conducive t o  en l igh tenment  in Buddhism 
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process of acquiring wealth. Acquiring wealth within the allowability 

constraint gives rise to a balance between material and #ental well-being- 

that is, true well-being. Material well-being arises from the acquired wealth, 

while mental well-being arises from satisfaction which results from 
7 blamelessness. Blamelessness, because an agent feels free of anxiety about . 

being caught or having shame associated with immoral andlor illegal acts. 

In practice, there are three components of the allowability constraint: 

righteousness,, regarding products, actions and persons. 8 Because the 

component of right persons is similar to right associations, i t  is discussed in 

the next chapter: relationships among agents within e c o n o y  institutions. 

Here the first two components, right products and right actions, are 

discussed. , . 

First, righteousness regarding products requires that a n  agent should 

take actions not to produce nor trade in products that can cause harm or have 

the potential to cause-suffering to other human beings or animals. In 

Buddhist economics, there are five prohibited products and trades: (1) trading 

in human beings for slavery or prostitution; (2) producing and trading live 

animals for the purpose of killing, such as livestock, butchering, hunting and 

fishing; (3) producing and trading in poison, (4) weapons and (5) intoxicants. 

(See Sub-section 3.2.2). 

Buddhism views that humans are living beings that have the potential 

to realize enlightenment. Slavery and prostitution not only impede mental 
* 

development, but also violate human rights under the principles of Buddhist 

justice discussed-in the next section. In turn, growing livestock for slaughter 

can cause unsatisfactoriness either now or in the future. The killing or simply 

the anxiousness about future killing, can cause immediate mental distress or 

Buddhist teachmgs contend tha t the re  are four types of satisfaction related to wealth satlsfactlon 
from ownership, enjoyment and consumption, debtlessness and blamelessness Satisfaction from 
ownership e h i n a t e s  feehngs of insecunty or worry about not-havmg sufficient wealth to support 
hfe, whde happiness from consumption ehmlnates physical suffenng and  other mental  
unsatlsfactonness related to matenal  well-bemg However, wealth can only generate satlsfactlon if 
an economic agent is debtless, and the way helshe acquires and enjoys wealth is blameless, that  is. 
~t is attained and  used morally and legally (A I1 1.4.7)  

.A 1V 62, A V 41. A V 177, .A V I I I  5.1. hl 117 and BWckhu Bodhl (1984) 
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painfulness in the future, when helshe reflects back on what was done in t h e  

9 past. 

Consider the case of poison and weapons that could be used in ki$ling, 

threatening, criminal actions and wars. The production and selling of these 

products can be used to harm other beings and causes more mental 

unsatisfactoriness such as despair, fear, grief, sorrow and suffering. These . 

destructive ac t iv iks  thus lead to instability in society. Finally, the use o f '  

intoxicants such as  alcohol and drugs have the potential to cause illusions, 

hallucinations, carelessness and negligence, all of which may aggravate 

harmful actions. In a Buddhist society, the legal system should thus 

discourage the production and trading of these products. 

Second, righteousness regarding actions states that actions should be 

non-violent, honest, attentive and energetic. Because violence can cause harm 

that leads to unsatisfactorinev to oneself and others, acquiring wealth by 

using violence is considered harmful. Honesty includes not practising fraud, 

deceit, treachery, soothe-saying, trickery and usury. For example, in sales 

and business transactions, products should not be presented by employing 

deceptive advertising, misrepresentation of quality or quantity, or dishonest 

manoeuvres. A premium required for the use of money, or a mark-up rate, 

should not be more than the rate established by law. Being attentive, workers 

should fulfil their duties diligently and conscientiously, not idling away their 

time, and not claiming to have worked longer hours than they actually have. 

To be energetic is to fully and diligently apply one's skill and knowledge to 
b 

fulfil the duties of &Gis work or profession. These righteous actions are 

considered the positive attitude of the present effort factor input. 

The effort to prevent pollution during the production process is an 

example of right actions in production. A producer must know the effects and 

side-effects of the production process which helshe undertakes. Because the 

producer knows the most about hisher own products and how to produce it, 

9 Prohibition on growlng livestock for t h e  purpose of W n g  does not imply s t n c t  v e g e t a n a n i s r n  M e a t  
consumpt ion  is consistent with t h e  Buddhist  p n n c ~ p l e s  a s  long a s  t h e  a n i m a l s  w e r e  not  k d l e d  ~ i t h  
t h e  in ten t ion  to consume i t s  mea t  For  example ,  consuming m e a t  of a n i m a l s  t h a t  &e na tura l ly  is 
not prohibi ted i n  Buddhism 
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if helshe does not fully investigate the side effects of the production proccss, ' 
then helshe is unqualified to be a good producer. Therefore there is no 

ignorance in the case of pollution, only concealment of the truth. 

Intentionally producing pollution in the system is viewed as causing harm in 

Buddhism. Pollution can cause harm to the physical body of agents. I t  also 

takes the good environment from others or the next generation without 

permission and without paying the full price of one's actions. Once pollution 

is created, intentionally or unintentionally, the producer should be fined or 

punished to prevent similar cases from occurring in the future. 

Although pollution or waste introduces costs to the system, there is 

also a Buddhist concept of optimal pollution in terms of the least cost 

pollution. To deal with the pollution, the relevant agents may merge and 

decide to minimize total costs among themselves. In that case, the agents 

may reach the level of optimal p011ution'~for the relevant agents. However, 

because of incomplete knowledge, we still not know the true casts to the 
7 

environmenti, which can tell us the full so*l costs. Considering the right 
3 

production, the optimal pollution level in Buadhist economics is thus the level 

of production just needed to meet the level of basic necessities of all members 

in society. 

3. Protection of Wealth 

The second wealth managing activity is the protection of wealth. For an 

economic agent who has earned wealth through diligent effort and hard work, 
E 

the next issue is how to protect hisiher wealth to prolong the enjoyment and 

benefits accruing from it. Protecting wealth is an action that prevents 

unsatisfactoriness from arising due to the unexpected, unintentional andlor 

unknowing loss of wealth, within the legal conditions set forth by society. 

Thus, it is an attempt to maintain the benefits derived from wealth over a 

long-term horizon, in what we call Buddhist sustainable wealth management. 

Living within constantly changing conditional factors, there are many 

reasons for an economic agent to prepare for unexpected situations. External 

conditional factors that may affect personal wealth include: natural disasters, 



160 
fire hazards, theft, ill-disposed heirs who may destroy i t  and wrongful seizure 

by the state (See Chapter 2: 4.2.1). For example, bodily strength and the state 

of one's health may change depending on changes in weather, nutrition or 

medicine. As strength and health are main conditional factors in acquiring 

wealth, their changes have indirect effects on the management of wealth. The 

level of income may also change due to economic recession or political 

instability. 

The conditional factors that are directly related to the protection of 

wealth are the principles of justice in a Buddhist economy. The principles of 

justice provide the basis for developing the basic structure of a Buddhist 

society through the establishment of ownership rights and legal conditional 

factors. The principles of justice are critical not only for protecting wealth, but 

also to provide the foundation for the principle of fairness, which is used to 

allocate and distribute resources in society. Sub-section 3.1 discusses the basic 

principles of Buddhist justice. 

The limitation of material resources in the physical environment and 

uncertainties over the long-term horizon necessitate sustainable wealth 

management in a Buddhist economy. The Buddhist concept of sustainable 
\ 

wealth management is defined as the maintenance of material wealth in the long 

run within an  ever-changing interdependent system, with the objective to 

sustain the availability of limited resources. Sub-section 3.2 discusses the way 

to sustainably manage wealth in a manner consistent with the principles. 

3.1 Justice and Ownership 

The justice system is necessary to protect every member of society from 

injustice or oppression from any other member. In "The Theory of Justice," 

John Rawls (1971: 60-90) states that justice is the first virtue of social 

institutions and the principles of justice are "to govern the assignment of 

rights and duties and to regulate the distribution of social and economic 

advantage." Economic activities related to the sustainable management of 

wealth are directly linked to the structure of the justice system in society. 
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In the economic system where many factors interact with one another 

in complex ways, stability and security in society cannot be -achieved naturally 

through the karmic actions of ignorant economic agents. In the Buddhist 

economy, the state has a duty to maintain stability and order in society by 

providing lawful protection and safety, and by not allowing,wrongdoing or 

crimes to prevail in society; the role of the state is based on the principles of 

justice. 
l. 

3.1.1 Basic Principles of Buddhist Justice 

The principles of justice in a Buddhist economy are inferred from the 

fundamental axioms and Buddhist principles of actions. There are three basic 

principles in Buddhist justice: ( i )  equality of enlightening opportunities for all; 

(ii) inequality of possession; (iii) the right of ownership with moral 

limita tiom.'{ 
t 

5- 

( 1  The Equality o f  Enlightening Opportunities 
The first principle of Buddhist justice states that each economic agent has 

equal opportunity to attain enlightenment, which is the Buddhist goal of life. 

The principle of responsibility provides a basis for an  equal opportunity to 

attain enlightenment among all humart beings. Under the law of karma, 

everyone is equal naturally, regardless of nationality, wealth, race, status, or 

religious beliefs, because the law operates in the same way for all beings (Falk 

1990; Green 1990; Reeder 1990). Based on this equality, the teachings contend 

that anybody who follows the Noble Eightfold Path diligently and mindfully 

will be able to attain enlightenment in this life. 11 

The equality of enlightening opportunities implies two equalities in a 

Buddhist society: the equality of political participation, and equal access to 

security. First, each individual has equal opportunity to participate in political 

activities. Based on the Buddhist genesis, the process of selecting a ruler ih a 

Buddhist society is characterized as democratic and through public consent. 

lo  The infei-ence of these three pnnciples are manly  based on the &scuss~on by Green (1990), Reeder 
(1990), and Ll'ilson (1991) 

" For example, D.22 (Mahasatlpatthana Sutta) 
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Because the conditions of society can be conducfve or obstructive to the 

cultivation of mental development, each individual thus has a n  equal right to 

participate in the design of the structure of society for one's own benefits 

along the Path. 

Secondly, the equality of enlightening opportunities provides a basis for 

equal access to security; this includes economic security. Security in society is 

a necessary for the individual to undertake the practice of mental 

development. This equality implies the freedom to live without fundamental 

insecurities that threaten the agent's existence such as poverty, famine and 

disease (Sivaraksa 1992). Security of personal possessions provides the basis 

for protection over property, which is related to the third principle of justice. 

In particular, equal access to economic security in a Buddhist economy 

implies that each agent has equal access to basic necessities which are 

necessary physical conditions to cultivate mental development. As discussed 

earlier, an insufficient level of basic necessities is an obstacle to acquire 

knowledge about the Truths and to'practice along the Path. I t  can also lead to 

instability in society which is distractive and disruptive for the practice of 

mental development. To provide equal opportunity to cultivate the mental 

development, is equivalent to providing equal access to basic necessities for 

each member in the community. 

(2) The Inequality o f  Possession 
The second principle justifies the inequality of personal possessions including 

all internal conditional factors. As the fundamental axioms suggest, each 

agent is an aggregation of, and living within, a different set of conditional 

factors. Because lives in the cycle of existence have continued for a very long 

time, it is consistent with the law of karma that there are inequalities in the 

level of possessions for each economic actor in accordance with their past 

actions. For example, present wealth is a sign of virtue in the past (Falk 

1990). The inequality of possession is justified because the law of karma 

operates in the same way for all beings; those who d o  good deserve good 

, results and vice versa. Possession here includes the physical body, wealth, 
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morality and virtues, and the knowledgc conditional factors. The components 

of mental conditional factors, however, are the same for all economic agents. 

The principle of inequality of possession provides a basis for justifying 

comparative advantage and encouraging the practice of generosity in a 

Buddhist society. First, each economic agent chooses a profession or work 

through their own volition which is based on personal conditional factors. 

Comparative advantage is a natural result of the difference among the agents' 

constraints and choices. Secondly, accepting the mechanism of the law of 

karma, an  agent who is in, for e~ample ,  a wealthy pos i t io~ ,  understands that 

this position is a result of past generosity. In addition, having pride in one's 

advantageous situation is sa is  to lead to degeneration of oneself (See Chapter 

2: 4.4, the Buddhist genesis) Therefore, to maintain the continuity of a wealthy 

situation, generous actions toward others must be practised. 

(3) The Right o f  Ownership with Moral Limitations 
The third principle of Buddhist justice states that each agent is entitled to the 

right of ownership within the moral limitations of society. In a Buddhist 

economy, the sense of ownership and the establishment of property rights are 

the fundamental bases for the protection of wealth. If there was no sense of 

ownership, there would be no need to protect wealth. If there was no clear 

establishment of property rights, i t  would be difficult to protect wealth in 

society. The principle of responsibility provides the basis for the 
12 establishment of ownership and explicit property rights. Based on the 

principle, each agent has a natural right to hold, use and derive the benefits 
I 

from the broadly defined concept of personal wealth, as long as  hetshe attains 

and uses it in a non-harmful manner 

In a Buddhist economy, an assignment of private property right does 

not imply absolute ownership of that property. Based on the principle of 

harmlessness, the right of ownership is limited in the sense that the 

acquisition, possession and utilization of that property must be legal, moral, 

non-harmful and non-violent. Due to ignorance, an agent may conduct 

i 2  Tambiah  (1976) a n d  Green (1990), for example, argue tha t  Buddhlst ethical  no rms  perml t  the 
possession of private property on the  part  of the l a t y  See Chapter  3 for a revlew of t h i s  b tera ture  
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actions based on unwholesome factors such as  hatred, resentment, envy, 

greed, avarice and malice. These unwholesome factors can prompt an  agent 

to violate property rights, thus causing harm to the physical environment 

and/or others beings in society. 

In this framework, the moral limitations on property rights applies to 

one's personal conditional factors such as the physical body, family, material 

wealth and personal knowledge. That is, an  eionomic agent has the 

ownership right and the right of control the means of production, but within 

the moral l imitat ihs  of society. An agent has an ownership right over onc's 

physical body because hislher actions in past lives have ripened and resulted 

in rebirth as a human being. Killing or causing harm on any other physical 

body thus violates the right over the physical body of the victimized 

individual.') This principle is similarly applied to property rights over one's 

family relationships, personal material wealth and knowledge. An agent may 

have righteously utilized personal factor inputs such as  labour, time and 

assets to establish a family or to acquire and possess material wealth and 

knowledge, therefore, the agent has a natural right over hislher possessions. 

The moral limitation ori property right implies that an  agent has equal 

opportunity to explore hislher potential, or to seek any opportunity-or goals in 

one's life as long as  the actions are non-harmful and non-violent. This feature 

of moral limitations characterizes the Buddhist justice a s  cbmmu tativr justice 

which is rooted in 'the fundamental moral prohibition against harm (Wilson 

1991: 243-6). For instance, the private ownership over land must be assigned 

based.on righteous means of acquisition, and be maintained as  long as  the use 

of land is in accordance with the moral and legal conditions in society. I t  is, 

thus, necessary to establish well-defined property rights and ownership in 

society, as well as  the legal conditions that can effectively enforce the duties 

to respect the property rights. An establishment of well-defined property 

rights and the effective legal system are therefore essential conditions for 

security in a Buddhist society. 

13 .b abort lon whlch 1s a n  act  of k d h n g  a sen t ien t  bemg,  IS mewed a s  a molat ion of t h e  r ight  over 
one ' s  physical body T h u s .  a n  abortion is prohibited In a Buddhlst  economy 



165 
3.1.2 Implications of the Basic Justice Principles 

, 
. - 8 

There are at least three implications that can be inferred from the set of basic 

principles of Buddhist justice discussed above. First, all economic agents have 

equal freedom and the right to choose any action to eliminate 

unsatisfactoriness, a s  long as the method does not cause conflicts with the 

well-being of others. The principles of Buddhist justice' imply that right or 

wrong is justified on the basis of the actions one uses as  the means and 

methods to achieve the expected goals. Because the action is justified based 

on the means, the Buddhist justice also has a characteristic known as 

prucedural justice (Reeder 1990).14 Procedural justice provides an  incentive for 

an  economic agent to choose wholesome actions in pursuing one's goal. 

Secondly, the principles of justice provide the basis for distributive 

justice, or, fairness in the allocation of income and wealth in a Buddhist 

economy. With uncertainties in the long-term cycle of existence, the fair 

distribution and allocation of resources in a Buddhist society is to, alleviate 

primary physical suffering of those who are in most nerd.  

The Buddhist concept of fairness is inferred from the mechanism of the - - 
law of karma and the Buddhist principTes. Recall that the mechanism .of the 

law of karma, including the rebirth hypothesis, explains that the economic 

agent will c&thually be reborn in future lives if helshe is not enlightened. - w 
That is, in €he shoft run, or one life-time, we are all dead, but in the long run 

we are reborn again. And because the karmic force is so complex, an agent 

could not be certain what type of situation or life helshe will be face in the 

near future of this life or in future lives. Due to the uncertainty and ignorance 

surrounding the future, combined with confidence in the law of karma, an  

agent should therefore choose an  action that gives rise to a result that helshe 

can accept if h i s h e i  position in society changes or becomes reversed. 

As the Buddhist principles indicate, the main objective of justice in the 

Buddhist economic system is to minimize harm or unsatisfactoriness which 

would arise from any actions of the economic agent. Those who are deprived 

of sufficient basic necessities are least likely& be able to conduct and achieve 
a 

i 4  See also M 126 

? .  



mental development; they also have high potential to create instability and 
9 

harm in society just to meet their basic needs. Hence, to reduce potential 

harmful actions in society, a policy regarding redistribution of income should 

give priority to this group of agents by improving their economic coMitions. 

Under these circumstances, i t  is therefore falr in a Buddhist economy to 

redistribute resources in a way to alleviate primary physical suffering of those 

who are in need. The role of society, especially the state, in assisting the poor 

is discussed within the scope of the social welfare program in Chapter 6. 

The last implication is the broader concept of moral limitations on 
C\ 

property rights in the ecosystem. There is a question of how to assign an  

exclusme property right over natural common resources such as  forests or 

rivers. In Buddhism, all beings including human beings, have equal rights 

within the natural system; no being has an exclusive natural right that takes 

precedence over the co-existence of other beings. Therefore, it g-tust be 

recognized that to define an  exclusive property right over some tertitory is 

merely an  action conducted by human beings. I t  is not necessarily recognized 

by all other co-existing beings. 

Buddhism views that most beings that live within the natural system 

take only the "necessary amount of resource for their survival, not desire. To 

respect the rights of all other beings, human beings should thus extract from 

- the system in the same manner: to produce and consume only basic 

necessities. Deforestation or pollution caused by greed is an  example where 

the property rights of the  natural system are violated. , In a Buddhist 

- economy, excessive exploitation of natural resources, or excessive pollution 

should then be sanctioned by some institutional arrangements (see Chapter 6). 

3.1.3 A Comparison with Rawlsian Justice = .  

The characteristics of Buddhist justre bu tlined have some similarities with the 

principles of Rawlsian justice. There are two basic principles of Rawlsian 
15 justice. The first principle, the principle of equal liberty, states that each 

- - -- - - 

l 5  The  &scussion of t h e  principles of Rawlsian justice here is based  on Buchanan ' s  (1980) ".-I Critical 
Introduct ion to Rawls'  Theorq. ' 
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person is to have an equal right to the most extensive total system of equal 

basic liberties compatible with everyone else having an equal right to the same 

total system. There are six basic liberties in Rawls' theory: freedom of political 

participation; freedom of speech; freedom  of conscience; freedom of the 

person; and the right to holds personal property. 

The second principle comprises two parts: the'differenc; principle; and 
% 

the principle of fair equality of opportunity. The first part states that social 

and economic inequalities are to be arranged so that they are to the greatest 
* 

benefit of those 'who are the least advantaged. ' "Social and economic 

inequalities" in this principle refers. to the inequalitiks in each person's 

prospects of obtaining the primary goods of wealth, income, power and 

authority. In turn, the "least advantaged" refers to those persons who have 
16 the lowest prospects of gaining these goods. The second part of this 

principle states that social and economic inequalities are to be attached to the 

offices and positions which are open to all under the conditions of fair 

equality of opportunity. 

According to the method of Rawls, the principles of justice are derived 

by asking, what distribution of resources would be rational to choose if one 

were ignorant of the group or generation one would belong to after the 

distributive principles have been decided. Rawls denotes this set of 

informational constraints as "the veil of ignorance." Based on the two 

principles, the d i s t r i s ' a f  wealth and income need not be equal, although 
i \ 

i t  must be to everywe's advantage. However, the positions of authority must 

be accessible to all. " Rawlsian fairness or equity gives rise to the policy which 

minimizes harm to those least advantaged people; the maximin principle. 

In general, the principles of Buddhist justice are quite similar to the 

Rawlsian principles.. However, they differ in two important respects. First, 

although the equalit$ of opportunity and the individual's right to hold 

property in Buddhist justi-re generally similar to Rawls' concept of equality 

of liberty and opportunity, they differ in the sense that Buddhist justice has 
," 

' 5  Buchanan  (1980 11)  denotes  t\;s type of person as. ' the representative worst-off m a n  " 
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, moral limitations that are based on the principle of harmlessness. That is, the 

'six basic liberties in Rawlsian justice are morally limited in the Buddhist ,one. 

Secondly,. although both justice systems accept the inequalities of 

possession, the inequality in Rawlsian justice has to be arranged based on the 
i 

maximin principle. In contrast, the inequality in the Buddhist justice is 

ingrained in the structure of society because of the interactions among beings. 

In a Buddhist economy, inequality should be adjusted to some extent to 

assure the equality of access to basic necessities for all. The Buddhist means 

of adjustment comprises the redistribution of wealth via generosity of the 

well-off andlor a social assistance program organized by the state. 

Within the second respect, the maximin principle of Rawls is also 

similar to minimizing harm or unsatisfactoriness,in the Buddhist principles. 

However, the average worst-off person in Rawlsian justice is viewed as having 

the least advantages for attaining the primary goods of wealth, income, power 

and authority. In contrast, the worst-off position in Buddhist justice is 

measured by a deprivation of sufficient basic necessities. In Buddhism, power 

and authority are not necessary conditions in cultivating mental development; 

they are rather the objects of attachment. 

I t  should also be noted that the Rawlsian method of the veil of 

ignorance is similar to the mechani~m of the law of karma in the sense that a 

set of information is constrained by uncertainties about, the future. They may. 

be differ only in that the law of karma is the natural law governing the causes- 

and effects of beings' actions, while the method of the veil of ignorance is a 

hypothetical one. 

. 3.2 Sustainable Weal th  Management 

Sustainable wealth management consistent with the Buddhist principles of 

actions can be achieved through four methods. First is to maintain material 

conditional factors at or above the level at present for the individual and/or 

society. Second is to take a risk averse position towards uncertainty. Third is 
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to base the -legal condttional factor on the principle of harmlessness. And 

fourth is to consume wealth based on needs, not desires. 17 

The first method directly aims at maintaining the availability of materiar 

resources, both quantitatively and *qualitatively . The second method is to 

prepare for unexpected situations in an ever-changing system. These two 

methods form the Buddhist concept of sustainable wealth maintenance within 

the physical environment; they are discussed in 3.2.1. The third method is a 

guideline f c r  the legal conditional factor which directly affects the way 

economic agents protect wealth in society, as discussed in 3.2.2. The last 

method forms the concept of sustainable wealth utilization; i t  is discussed as 

balanced livelihood in Chapter 4 as the utilization of wealth. 

3.2.1 Sustainable Wealth Maintenance 

In Buddhist economics, sustainable wealth maintenance is the Buddhist 

method to protect wealth in the physical environment. I t  aims at maintaining I v 

the natural and material conditional factors at the present level or higher, 

quantitatively and qualitatively, within the technology and knowledge 

constraints. In practice, the methods are: to renew the renewable resources 

we have used, to search for the new locations of non-renewable resources, to 

seek out what is lost, recycle b product materials, and repair things to prolong 

their use. Basically, i t  is the utilization of all possible tools and methods to 

protect wealth in the long run.18 f 

I t  is also important to understand that impermanency means any 

situation can change in various ways. An agent who is subject to some 

uncertainty about what will actually happen, will have difficulty avoiding risks 

due to the nature of the continuously changing conditional factor. Thus, from 

l 7  We infer these four methods from two dmourses  The first hscourse  suggests four ways to 
' 

m a i n t a n  wealth.  (1) s e e h n g  for what is lost, (2) r epa r ing  what is worn out.  (3) moderation in 
spendmg, and  (4) gwing an authonty  to a vlrtuous person to manage wealth (A I 1  2-19) Another 
dscourse  points out some actiwties tha t  can destroy the amassed wealth debauchery, 
drunkenness,  indulgence in g a m b h g ,  association with immoral persons In tu rn ,  a b s t a l n ~ n g  from R 

these actlons can increase wealth See Chapter 2 (4 2-4.3) 

18 The protection of wealth In th is  manner forms a Buddhist concept of frugahty, to make the  best use 
of ens t ing  things Frugahty is a cost-effective action choice to consume rnatenal  things in the 
interconnected system 
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an agent's perspective, attentiveness or watchfulness is an  important means to 

protect and sustain wealth. One condition of attentiveness is to take a risk- 

averse attitude towards protecting wealth against uncertainties, such as 

buying necessary insurance-against possible disasters. For example, to buy 

necessary types of insurance to cover for life, home and automobile, health 

care costs, etc. This risk aversion attitude is also compatible with the cost- 

effectiveness criterion of action. I t  aims at minimizing all expected costs over 

a long-term wealth management horizon. 

The Buddhist method to protect wealth in the physical environment is 

quite similar to sustainable development. In general economics, the concept 

of sustainability is based on inter-generational equity, and can be defined as 

the maintenance of environmental capacities which at least give future 

generations the opportunity to enjoy a measure of .environmental 

consumption equal to that of the present generation (Jacobs 1993). Buddhist 

wealth maintenance also aims at maintaining the quality and quantity of 

wealth, personal and societal, so that future generations can enjoy the same or 

higher level of wealth as  the present generation. Based on the rebirth 

hypothesis and the law of karma, i t  is possible for each agent to b e  reborn as 

a human being again right after hislher death. Therefore, maintaining the 

continuity, quality and quantity of wealth, especially societal wealth, is 

essential in one's long-term wealth management. 

Ir Buddhist economics, the goal is not only to maintain wealth at the 

present or a higher quantity and quality, but the method must also be 

righteous as  defined by the Buddhist principles of actions. Based on the 

principle of responsibility, activities regarding personal wealth are the duty of 

each agent, while the duty of society is to arrange external conditional factors 

that preserve wealth within the community in a sustainable way. 

3.2.2 Legal Conditions in a Buddhist Economy 

The legal conditional factors in a Buddhist economy is arranged based on the 

principles of actions, especially the principle of harmlessness, to support 

sustainable wealth management. They encompass the criminal and civil laws 
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related to the provision and the security of weglth. Based on the previous 

discussion, the principles impose constraints in order to prevent potentially 

harmful actions, and thus preserve the ownership of property rights and order 

in society." That is, the legal conditional factors should induce self-restraint 

and conduct that can create and maintain stability and security in society. 

Stability and security are conditions of society that are conducive to 
T 

sustainable wealth management by each .agent. These conditions can only 

arise when actions d o  not create harm to oneself andlor others intentionally 

and knowingly. 

The conducts which are based on the principle of harmlessness can be 
I 

summarized into the five moral precepts, which is the Buddhist standard code 
a 19 of conduct for laypeople. The five moral precepts comprise abstaining from 

five. conducts: (1) killing or destruction of life; (2) stealing or taking what is 

not given; (3) adultery or sexual misbehaviour; (4) lying, gossiping or false 

speech; and (5) taking intoxicants that cause infatuation and heedlessness. 

The first moral precept is to abstain from the deliberate harming, 

torturing or destruction of life in any sentient beings, be they human beings, 

animals or insects. I t  ,discobrages violent actions that can cause 

unsatisfactoriness within oneself and instability within society. I t  also assists 

an agent in relating to other beings in a more compassionate way. 

The second moral precept applies to both coarse bodily actions such as  

stealing and robbery, and mental actions that are intended at taking what is 

not given, such as  dishonesty, fraudulence and deceitfulness. This precept is 

designed to decrease craving, greed, or thinking with envy towards what 

others have, while also increasing one's respect for the property of others. 

Corruption is one example of stealing because the guilty party takes from 

society what is not given lawfully. Stealing creates costs to society, because i t  

creates 'unnecessary protection, guarding and monitoring costs. Gb 

l 9  The PaL word for precepts, s r l u ,  hterally means natural  behawour tha t  b n n g s  hairno 
a n d  society ( D a d s  1992) The comrnentanes of the P& texts, in fact, explain the  w 
'harmony' or  'coordnation'  ( B h k k h u  Bodhl 1984) The five precepts are basically a c 
the n g h t  action and the  rlght speech of the Eightfold Path 
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The third moral precept,is based on an understanding of, and respect 

for, the sexual nature of human beings. I t  is intended to preserve stability 
C 

and harmony in society by preventing impulsive actions based on lustful 

desire, which cause negative results such as hurtful feelings to others.20 

The fourth moral precept is aimed at protecting the truth by 

establishing trust within the society and by reducing the transaction costs of 

business that may arise from lying and falsifying actions. An agent should 

take responsibility for what helshe says, for how helshe speaks, and for the 

advice helshe gives to others. Moreover, helshe should refrain from malicious 

intent in any speech and frivolous speech which is not beneficial to anyone. 
i. 

The last precept is aimed at maintaining mindfulness and clear ' 

awareness, tne most important mental factors that control bodily and verbal 

actions. Intoxicants have the potential to cause negligence, therefore, they - - 

should not be ~ o n s u m e d . ~ '  > 

The five moral precepts together work like an invisible force to stabiITze 

a complex system that has a tendency to be unstable at two-levels: individual 

and society. First, at the individual level, observing the precepts can bring 

peace to the mind and ensures harmony with the law of karma which, at one 

point, will ripen and produce favourable results in the future. I t  also 

enhances discernment by helping purify the mind; i t  reduces disturbances to 

elopment and creates supportive energy for deeper insight into the + 
interaction. While observing the precepts, an agent can reflect on 

the difference in consequences that result from performing versus &staining 

from unwholesome actions. Discernment also enhances morality; reflections 

will deepen the understanding of the law of karma and, therefore, increase 

Bhikkhu Bodhi (1984) Gscusses tha t  there are three h n d s  of persons who a re  considered lUlclt 
par tners  First  1s a person who is m a r n e d  or acknowledged a s  another s par tner  in some way such 
a s  a betrothed person Second is a person s td l  under protection of parents ,  relatives o r  other - 

in&vldual rightfully entitled to be one's g u a d a n s ,  this provision rules out  secret relationships 
contrary to the wlshes of the protecting party Third is  a person prohibited by convention, such a s  
close relafives a s  forbidden by soclal t r ah t lon ,  monks and nuns  under  a vow of cehbacy, and  those 
prohibited a s  par tners  by law 

2 '  The teachings encourage people to abstain from taking alcohol and drugs mainly for th is  very 
reason In Buddhism, negligence is considered the most mahgnant factor t h a t  e v e s  n s e  to 
unwholesome s ta tes  and  prevents wholesome s ta tes  to a n s e  (-4.1 6) On the  contrary,  mindfulness 
and  heedfullness are  p r a s e d  for their  counter effect to negligence 



confidence in i t .  An agent who observes and rcflccts on thc prccepts 

frequently, will become naturally inclined toward generosity, and gradually 

moving toward enlightenment. 

At the level of society, the five moral precepts are codes of conduct that 

can bring stability and security into the social order. Because the precepts can 

help induce economic agents40 abstain from causing harm to oncself and 
i 

others, they can assist agents to develop harmonious interpersonal 

relationships by reducing actions intended to fulfil temporary desire which 

often create conflict. This can also lead to co-operative, behaviour in what 

those with differing private interests. 

Due to the interdependency, actions based on these precepts can also . 
preserve stability in the physical environment. In Buddhism, moral 

degradation of humanity can have adverse effects on nature. When a human 

being is dominated by sensual desire and alienates oneself from a pure and < 

calm state of the mind, deterioration of physical and mental health arises. 

When an  economic agent exploits natural resources instead of living in 

harmony with nature, similarly, the deterioration of natural resources and 

ecosystem arises. The five moral precepts prevent alienation from actually 

occurring, thereby protecting the conditions of nature and the healthy sta te'of 

human beings. * 
The five moral precepts should, therefore, be applied as  the moral and 

legal criteria to induce members of society to h e  in harmony with one 

another. They form the basis for law-and-order in society by protecting rights 

over life, property, family, the truth and the clarity of the mind. Based on 

these criteria, actions that intentionally cause h a r r y  to oneself and others 

should be discouraged through the justice system. The punishment, 

however, should be non-violent and include the opportunity and incentive to 

change one's behaviour through, for example, rehabilitation programs. 

In the Buddhist legal system, an action is obviously wrong and creates 

negative karmic results such as harm, grudges or resentful feelings upon 

others, under three situations: (1) if there is an unwholesome intention to 

conduct the action, (2) if there is a full knowledge of what one is doing and 
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that the action can cause harm, and (3) if it is premeditated.u The criteria for 

judging the degree of unwholesomeness of actions are: ( I )  the intention 

underlying the action, (2) the degree of knowledge related to it and ( 3 )  the 

action itself. In contrast, an action is not classified as  unwholesome or is 

marked as a lesser degree of unwholesomeness under four situations: (1) 

when i t  is performed without an intention to cause harm, (2) when an  agent is 

insane, (3) when a n  agent is not in full control of oneself such as  when drunk 

or impassioned, and (4) when an agent is unclear or mistaken about the object 

affected by the action (Harvey 1995). 

4. Utilization. of Wealth 
The last type of wealth 4 m e n t  activity is the utilization of wealth. After 

acquiring wealth righteously and protecting i t  attentively, an  economic agent 

can enjoy the benefits that flow from it. The benefits from utilizing wealth 

include the consumption and the redistribution of wealth in society. By 
holding wealth, a n  agent can alleviate unsatisfactoriness that may arise from 

despair or fear of not getting or having what one needs andlor desires. An 

agent can enjoy the use or the services of wealth to end physical suffering and 

mental unsatisfactoriness by spending on oneself, family, friends, relatives, 

society and on meritorious d e e d s t h a t  is, consumption. Helshe can also use' 

personal wealth as  factor inputs to generate more wealth-that is, investment. 

The way in which a n  agent utilizes hislher wealth within the constraints of 

internal and external conditional factors determines demand in an economy. 

Sub-section 4.1 discusses the main conditional factors determining demand in 

the Buddhist economy. 

The utilization of wealth consistent with Buddhist principles is called 

balanced livelihood. Within the physical environment, the budget constraint 

imposes a condition that one's expenses-consumption and investment--are 

less than or equal to income within a specified time-period. An economic 
-. 

22 T h e  wors t  l u n d  of action is a n  unwholesome action with intention a n d  full knowledge of ~ t s  resu l t ,  
bu t  t h e  a g e n t  does not  recognize t h a t  t h a t  action causes  h a r m  t o  oneself a n d  o t h e r s  .4n action 
b a s e d  on t h e  w m n g  mew.  for example  one 's  race 1s s u p e n o r  t h a n  o thers .  can  lead  t o  kd l lng  of 
rndhons  a s  w e  have  seen  in o u r  hlstory 
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agent should know and live in a way that within some time-pcriod (t+n), 

one's expected income will stand more than expected expenses. The future 

stream of income over time t t n  may necessitate investment through 

borrowing at time t with an agreement to pay back within t+n. The budget 

constraint in the Buddhist economic system also contributes toward an  ethical 

attitude about holding wealth, which is, to be content with one's best effort 

and to acquire and possess righteously. An agent who enjoys hislher wealth 

in this way will lead a dynamic, balanced life without extravagance nor 

miserly. Balanced livelihood also implies an attitude of generosity towards 

others in society. Sub-section 4.2 discusses the characteristics of balanced 

livelihood. 

4.1 Demand and Consumption 

Demand in Buddhist economics is defined as a n  interftion to eliminate 

physical suffering and/or mental unsatisfactoriness by u,tilizing wealth under a 

set of constraints. Demand determines the quantity of goods or services 

which an  economic agent needs andlor desires at the prevailing prices in the 

market. At the individual level, demand comprises consumption and 

investment. 

The discourses suggest that an agent can achieve a dynamic balance in 

managing wealth through time by dividing money into four parts: one part for 

consumption, two parts for investment and the fourth part for saving (see 

Chapter 2 Section 4.2 and Chapter 4 Section 4.1). Based on this guideline for 

utilizing wealth, one quarter of wealth should be used for current 

consumption aimed at ending unsatisfactoriness for oneself and one's family. 

Another quarter should be kept for use in future'consumption. The other half 

of wealth should then be used for generating additional wealth through 

investment. Investment in the Buddhist context is twofold: (I)  for creating 

additional personal material wealth within this life, and (2) for creating karmic 

forces within an  interdependent net of relationships over the long-term cycle 

of e ~ i s t e n c e . ~ ~  

LVe d s c u s s  t h e  l a t t e r  tk-pe of inves tment  in  Sub-section 4 2 belo% 
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Consumption is an  economic activity which transforms the physical 

conditional factors-natural and man-made-for the purpose of eliminating 

unsatisfactoriness. Given that there are two types of unsatisfactoriness, there 
3 

are also two corresponding types of consumption: (1) consumption for 

satisfying basic necessities, and aimed at alleviating primary physical 

suffering; and (2) consumption in terms of w a n t s w h i c h  arise from a n  agent's 

desire for pleasant sensa t i o p - a i m e d  at eliminating mental unsatisfactoriness. 

The first type of consumption is denoted as  needs or basic necessity. 

Need is primarily determined by the physical conditional factors of an agent 

and the natural and material conditional factors. As discussed in Chapter 4, 

basic necessities comprise fdur basic requisitesfood, clothing, shelter and 

medicine-which are considered the subsistence needs for sustaining life. A 

* sufficient level of basic necessities is measured by the cessation of primary 

physical suffering, the state which allows an agent to conduct mental 

development activities if one so wishes. A way of life in which consumption 

is undertaken only to sustain life that enables one to cultivate wholesome 

factors such as observing precepts and cultivating discernment is denoted as  a 

noble life. Based on the Buddhist principles of justice, a sufficient level of basic 

necessities must be met for all economic agents in a Buddhist economy. 

The second type of consumption, denoted as want or desire, aims at 

eliminating mental unsatisfactoriness which arises from the desire for material 

tilings over and above basic necessities. Want is marked as  pleasure seeking 

consumption expressed and fulfilled through purchasing power. Satisfaction 

'from pleasure seeking is temporary in nature and will not end 

unsatisfactoriness in the long run, nor does it assist mental development. The 

main conditional factors that determine desyre encompass all internal non- 

physical conditional factors, such as moral values and beliefs, personality, 

habitual behaviour and knowledge. Desire is also influenced by external 
' Q 

conditional factors such as social values, knowledge and religious beliefs. 

These conditional factors codetermine the quantities and qualities of goods 

and services an agent desires. 



Consumption is managed'under the wealth and availability constraints. 

While the personal wealth conditional factor determines the budget constraint, . 
the external conditional factors codetermine the availability of goods ,and 

services in the system. Where there are several choices to choose from within 

the same budget and availability constraints, the preference factor usually 

prevails in determining the action choice. 

In this framework, the demand for goods and services continuously 

change in accordance to changes in other conditional factors. Changes in 

natural, physical, and social conditional factors give rise to changes in the 

quantity and quality of basic necessities for each agent. As described in 

Chapter 4, a change in desire begins as contact with new knowledge regarding 

the elimination of unsatisfactoriness, and is supported with experience. ' For 

example, an  economic agent Xi may see an advertisement for a new type of 

drink and may have the impression that it'can eliminate thirst fastet than any 

other drink in the market. Xi may try i t  and find that i t  can truly eliminate 

thirst faster than other drink experienced before. After several pleasant 

experiences of the new type of drink, Xi's preference for drinks may 

subsequently change. 

Nevertheless, a change in preference is a gradual process because 

patterns of behaviour are ingrained. A series of repetitive experiences of, say, 

a new product that confirms and fulfils one's desire and eliminates 

unsatisfactoriness as  expected, will eventually lead to a change in preference. 

As long as  there are contacts with new knowledge regarding new products o r r  

new types of consumption, an agent's preference is gradually changing. 

4.2 Balanced Livelihood 

In the Buddhist economy, an  economic agent makes a choice to fulfil different 

types of consumption within not only a budget, but also an ethical constraint. 

Without a n  ethical allowability constraint, an agent may spend wealth 

unskilfully, with behaviour dominated by unwholesome factors. Unskilful 

utilization of wealth includes: addiction to intoxicants and sloth-producing 

drugs, indulgence in sexual misconduct or debauchery, and indulgence in 
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gambling and wasteful entertainment. These activities can cause 

unsatisfactoriness, now or most likely in the future, from wasting money, 

quarrelling, sickness, loss of good reputation and weakening of the intellect. 

A skilful way to utilize wealth consistent with Buddhist principles is 

called balanced lzvellhood. There are two aspects of balanced livelihood: (1) not 

spending more than one earns and (2) not clinging to what one possesses (see 

Chapter 2: 4.2-4.3). The first aspect is based on the principle of responsibility 

and imposes a debtlessness constraint on spending wealth by emphasizing a 

balance between one's level of income and one's expenditu~es within some 

specified time-period ( 4 . 2 . )  Considering the interdependency of the 

Buddhist economic system, responsibility in consumption implies, moderation 

in consumption. The second aspect is based on the principle of generosity 

which is to practice an  attitude of non-clinging towards wealth. I t  emphasizes 

the utilization of wealth to achieve a balance between material and mental 

well-being (4.2.2). 

4.2.1 Debtlessness and Moderate Consumption 

The first aspect of balanced livelihood, debtlessness, implies that one can utilize 

wealth to end unsatisfactoriness only when not spending more than one can 

afford. That is, to spend within one's budget constraint which is determined 

by the personal wealth conditional factor. To spend within a budget 

cons train t while considering the interdependency of the sys tem is moderate 

consumption, and recommended in Buddhism. 

( I )  Debtlessness 
Due to dynamic characteristic, an agent's budget constraint encompasses a 

stock of assets and a flow of expected income within some specified time- 

period, say t t n .  In turn, indebtedness is defined as an inability to fulfil an 

obligation or liability arising from the borrowing of finance or the taking of 

goods or services on credit within the time of agreement. An agent is thus 

debtless if (1) helshe has an intention to fulfil a loan obligation and (2) has the 

ability to pay back the loan within the time of agreement. A credit system is 

not incompatible with the Buddhist principles, although liabilities that one 
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incurs should be paid off eventually to establish reputations and trust of 

oneself. 

In the Buddhist economic system, debt is viewed as negative wcalth 

that has to be paid off sometime in the future, either short or long tcrm. 

Because indebtedness induces unsatisfactoriness due to fear and insecurity, it 

is incompatible with Buddhist principles. The process of indebtedness 

increases unwholesome factors by possibly leading to negative outcomes: 

mental pressure on an  agent, harassment. from creditors, bankruptcy andlor 

imprisonment. A true understanding of how indebtedness can incrcase 

unwholesome factors and cause unsatisfactoriness, will eliminate the tendency 

-, 

of economic agents to hold debt if they perceive their ability to fulfil the 

contract or agreemeit as doubtful. 

Because Buddhism recognizes a system of credit as  one important 

instrument in doing business, short-term liabilities that smooth trade and 

investment are justified as  long as the ability to pay back is not compromised. 

Debt for consumption is, however, inconsistent with living within one's 

means. Therefore, a mortgage on the house is not considered debt, as long as 
a 

i t  can be considered an  investment: the value of the house exceeds the 

mortgage andlor the future stream of expected income within the time of 

agreement stands more than the mortgage payment. 

(2) Moderate Consumption 
Moderate consumption is to consume principally the basic necessities in life 

with right intention. An economic agent practising moderate consumption 

would have intentions to: consume food to maintain one's health and 

strength, use clothes to protect the body from undesirable contact, use shelter 

for protection from the environment and seclusion, and to take medicine for 

curing sickness, pain and for maximum freedom from disease. Moderate 

consumption is considered skilful consumption because i t  decreases greed, 
24 avarice and craving. Moving toward the right direction in eliminating 

2 4  bloderat ion in consurnpt lon leads  to  a hfe with con ten tment  C o n t e n t m e n t  does not  imply  h ~ m g  in 
poverty,  b u t  r a t h e r  s ~ m p h c l t y  a n d  non-indulgence It  is a subjective feehng  of h a w n g  sat isfact ion 
a n d  h a r m o n y  w i t h n  oneself a f te r  doing t h e  best one could within one 's  c a n s t r a l n t  of avadable  
resources T h e  cont inui ty of con ten tment  can  reduce greed a n d  cravlng,  whlle  glvlng n s e  t o  a 
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unsatisfactoriness, consumption of goods and services should be aimed 

primarily a t  ending primary physical suffering to maintain a noble life. 

Buddhism also praises moderation in food for it can prevent physical suffering 
-A 

that may arise from disease and obesity and preserving one's life. 

With limited resources, i t  is almost impossible to fulfil all the wants of 

all economic agents in society, although it  is possible to fulfil all the needs in 

the world. consumption of luxury goods beyond basic necessities incurs extra 

costs to the system. I t  also an aggravate form of greed and desire. For 

example, the more sophisticated a meal, the more resources, time and energy 

are used to produce i t .  Despite this, other simpler meals could give rise to the 

same benefit, eliminating hunger and providing nutrition. A luxurious meal 

thus incurs more costs to both an agent and the system than a basic oGe. 

The concept of moderating consumption provides policy implications in 

Buddhist economics.- That is, i t  can be used as a guideline for taxation; tax 

luxury goods to discourage consumption that is not necessary for sustaining a 

noble life but only for fulfilling mental desire. For example, the first basic car 
Q 

should be taxed at a different rate than a luxurious sports car. (See Chapter 6) 

4.2.2 Non-Clingiflg and Voluntary Sharing 

The second aspect of balanced livelihood is a non-clinging attitude towards 

wealth. Based on the unsatisfactoriness axiom, clinging to wealth causes 

unsatisfactoriness. Balanced livelihood is a way of spending wealth that is e 

conducive to the dynamic balance and true well-being of an  agent. I t  helps 

reduce unwholesome factors and helps induce wholesome factors in the 

process of a balanced livelihood. Non-clinging to wealth also implies the 

voluntary sharing of one's wealth with others and with generosity. Because 

consumption for oneself is moderate, giving sharing and investment become 

the main activities of wealth utilization in the Buddhist economic system. 

As discussed earlier in Chapter 4, the c o n d k t  of giving and sharing 

shpuld be voluntary so that an economic agent gains greater understanding 

dynarnlc balance C h a p t e r  3 summarizes Buddhadasa BhlWthu a n d  P a y u t t o  Bhlkkhu's w e w s  o f a  
hfe w ~ t h  conten tment  



and experience along the p~o&ss. ~ r o m  an agent's' perspective, voluntary 
V .  

giving based on generosity creates positive karmic forccs within oneself, - 
realized as pleasant feejings now and wealth in  the future.'? Experiencing 

good results from-giving and sharing naturdly encaouragcs an agent to give 

more, and subsequently leads to an attitude of noq-clinging. Because an 

agent learns through expeneke how the law of karma works, the external 

conditional factor 'in society should; be set up in the way, that , ea& cconomic 

agent can experience and be educated to understand the benefits of giving' 

and sharing in terms of the positive impact on orieself and society. 

The quality of generosity is determined .by the c$ality of one's 

intention. There are various kinds of* intention: to generate tax deductions, 

expectations of g o ~ d  karma from giving, or true altruism. The intention for 

giving is considered the most skilful if it is motivated by a non-clinging 

attitude; that is, not becoming attached or enslaved to wealth both now and 

for what will arise in the future. 

If giving is based on an understanding of the unsatisfactoriness of 

oneself and others, it will lead to less greed and hatred. I t  will also induce 

loving-kindness and compassion. In Buddhism, giving that is motivated by 

the calculation of benefits- in a self-interest manner such as expecting future 

gain or for tax deduction purposes, although better than non-giving, does not 

contribute as much to mental development. 

The principle of generosity provides a guideline for wealth utilization at 

the individual level. There are five c tegories of spending income which are P 
considered skilful and conducive ta well-being and harmony within oneself 

and society. First is to eliminate unsatisfactoriness by at least providing basic 

necessities for the beriefit of maintaining a livelihood for and/or sustaining a 

noble life of oneself, one's family and whoever lives together in the same 

household. 

Second is to share material well-being and comfort with one's friends 

and colleagues by giving material things to friends and entertaining them 

when i t  is appropriate and needed. Sharing wealth with these two groups of 

25 Sizemore and S w e a r e r  (1990) l s c u s s  In length t h e  benefits of g v l n g m  the  law of karma 
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agents can give rise to discernment because an agent can observe the benefits 

of giving and sharing among people who are close or directly related to them 

more than giving to those helshe does not know well. Spending within these 

two categories can also be viewed as investing in the karmic-connected -. 
relationships among agents, building up good relationships among friends 

and families. 

Third, due to uncertainties, one should spend income to secure oneself ; 

against all misfortunes. This includes u skg  wealth to protect and repair 

p6perties and dwellings, putting money away for saving and insurance, or 

investing i t  for wealth in the future. This category of spending is consistent 

with the Buddhist sustainable wealth maintenance method discussed above. 

Fourth is to give and share wealth in society at large so that all agents 

can live together in harmony. This includes offering help to relatives, 

receiving guests, paying taxes and duties to the country, dedicating merits to 

departed family members, andlor giving charitable donations according to 

one's faith. I t  should be noted that, paying taxes is considered to be giving to 

society at large because i t  is equivalent to paying dues to the state in exchange 

for security and stability conditions. Because the state has a role to provide 

those conditions in society, i t  relies on the tax revenues collected from its 

citizens to perform its duties. Therefore, each agent in the Buddhist $onomy 

has duties to pay tax to the government. 

The last category is to support those monks, spiritual teachers or 

recluses who lead a noble life and provide guidance for others, by providing 

them with material necessities. Spiritual teachers, such as monks or priests, 

are worthy of offerings because they are living examples who show that i t  is 

possible to conduct a noble life and attain enlightenment. Without living 

examples, Buddhist teachings would be just philosophical ideas not a practical 

way of life. Giving to spiritual teachers is an action of expressing gratitude, 

acknowledgement and encouragement to those who are living examples of 

conducting a skilful way of life. 

Generosity is especially necessary when the destitute and poor exist' 

within society and are in need. With regard to the principles discussed, 
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although generosity is encouraged, helping the poor and destitute is basically 

the responsibility of the state and monastic institutfons in a Buddhist 

economy. To maintain security and stability conditions in society, the state 

has a duty to provide social assistance to those who are in need. The state 

can do  this directly by providing social assistance, andlor indirectly by 

encouraging charities and donations through its tax system and other 

economic policies (see Chapter 6). 

I t  should be noted that the role of the monastic community to 

redistribute wealth in society is based on historical traditions rather than the 

main duties of monks as described in the Pali ~ e x t s . ~ ~  Its role in this 

perspective is regarded as part of living an example of a life based on 

morality, purity and discernment. Based' on the monk's rules, the monastic 

life is marked by moderate consumption, simplicity, frugality and 

contentment. This particular life naturally leads to sharing excess material 

beyond one's needs with the larger community a s  a practice of unbiased 

compassion and generosity. 

25 See  Chapter 3 on t h e  h s c u s s l o n  about  t h e  h i s tonca l  role of monast ic  ins t i tu t ions  i n  r e h s t n b u t i n g  
w e a l t h  in Buddhis t  c o u n t n e s  



Chaptet VI 

The Buddhist Economic Institutions 

Applzcations of 4he Theory  at  the System Level 
I 

Ideally lnngsh~p had, therefore, to guarantee such 
economrc relanonshrps as would ensure a sufficrent 

livelrhood for rts subject-to allow them the leisure for 
medrtatron on whrch depended the achrevement of 

~ r r v h a  
(Sarkisyanz 1965 5 6 )  

1. Introduction 
t 1  

This chapter outlines the characteristics of major economic institutions- 

market and non-market- in a Buddhist economy based on the theoretical 

framework discussed earlier. In this thesis, an economic institution is defined 

as an organized or structured set of relationships with a defined purpose and 

t how economic agents manage wealth in a society. In a Buddhist 

economy in particular, the purpose of establishing 6conomic institutions is to 

provide favourable external c o n d i t i o ~ l  factors related to material well-being 

that can assist its members to effectively end unsatisfactoriness and eventually 

reach the ~ u d d i i s t  goal of enlightenment. 

In a Buddhist economy, the conditions of any economic institution 

should be in accordance with the Buddhist principles of actions. That is, the 

conditions should be favourable for right livelihood, sustainable wealth 

, maintenance. and balanced livelihood, within an interdependent system and' 

over a long-term time horizon. Based on the theoretical framework discussed 

in Chapter 4, the favourable conditions for a Buddhist society comprise: 

security, prosperity, effectiveness, stability and the advancement of ' 
1 

I 

knowledge. 

I These  favourable condit ions a r e  d e n v e d  from five s t reng ths  of t h e  ruler  a r m s .  tveal th,  mln ls te r s  
predecessors ,  and w ~ s d o r n  See  C h a p t e r  2 (4 4 )  



The condition of security is met when the moral limited property rights 

over possessions, including life, family rela tionships, wealth and knowledge, 

are well-defined and enforced. The condition of material prosperity is met 

when each and every member in society is able to at ?past meet their sufficient 

level of basic necessities. Effectiveness is attained when the operation of each 

institution in the economic system properly functions and is cost-effective. 

Stability is achieved when there is con'tinuity of f av~urab le  economic and 

political conditions based on the interactions among agents that increase 

wholesome andlor decrease unwholesome factors. ' Knowledge advancement 

is met when interactions lessen rgnorance by fostering greater understanding , 
of the true nature of phenomena, that is, the fundamental a x i ~ m s . ~  

As drawn from the Pali texts, the discussion of economic institutions in 

this chapter is based on the last condition for conducting economic activities in 

the Buddhist economic system: right association with good friends (see 

Chapter 2: 4.2). Right associations help induce the right management of 

wealth. They create positive environments, give security and stability in 

economic life, and aid in acquiring greater knowledge about the axioms. In 

Buddhism, good friends are those who act upon the Buddhist principles of 

actions, which include responsible, virtuous, generous and discerning 

behaviour. These qualities lead to wholesome interrelationships among 

agents in society. 

Right associations also imply righteousness regarding persons. That is, 

due respect-and consideration should be shown to other economic agents. 

. With confidence in the law of karma, righteousness regarding persons is 

similar to what is often called the Golden Rule: treat others as  you would like 

to be treated yourself, with respect and sincerity (see Chapter 2: 4.3). For 

instance, merchants should be fair in their dealings with customers, and 

employers should treat emplo~yees, the way they themselves would prefer to 
r 

be treated. 

are  s imdar  to the ideas of an Ideal Buddhist s ta te  held by Stvaraksa and 
e r  outlined in Chapter 3 (3 3 and  4) 
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In Buddhist economics, the establishment of economic institutions is 

important in selecting the action-choices the individual will face in their 

process of eliminating unsa tisfactorinepss. This occurs because the process of 

interattion among agents is onk of the two primary factors that determine the 

behaviour of  each agent; the other is the process of interactions between an 

agent and the physical environment. The process of interaction with right 

associations is also one of the two necessary conditions for realizing - 
enlightenment; the other is the analytical contemplation of the true nature of 

* 

phenomena within oneself. 

Economic agents collectively create economic institutions, both market 

and non-market. Consider the set of external conditional factors discussed 

under the non-self axiom, we group them into four main economic 
/' 

institutions: the m a r k t  and price system; firm; community; and state. These 
B 

are discussed in the sections below. We start with the price and market 

- system, which constitutes the natural and material conditional factors, and the 

I economic conditional factors related to exchange via the market means; these 

are the subject of Section 2. 

Sections 3 through 5 describe non-market institutions that become 

established because agents cannot resolve exchange problems through market 

means. Specifically, Section 3 outlines the conditions of Buddhist non-market 

institutions. I t  also describes the characteristics of a Buddhist firm, which is 

an important non-market institution pertaining to the working condition. In 

contrast, Section 4 assesses community development>-that IS related to the 

Buddhist Economic ,Movement in Thailand. The assessment is based on the 

conditions of a Buddhist non-market institution presented in the thesis. I t  

show's that the practice of BEM in general is compatible with the theoretical 

framework of this thesis. Finally, Section 5 outlines the conditions of a 

Buddhist state. A Buddhist state can be describe as a community of 

communities, all which function under the same political and administrative 

arrangement. Based on the outlines, the study offers some constructive 

suggestions for planning Thailand's long-term socioeaonomic development 

should i t  choose to develop a Buddhist economy. The outlines of these 
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institutions identify the broad contours of a Buddhist cconvmic system at the 

system level. . 

2. The Price and Market System 
The market in the Buddhist economy is formed on  the basis of 

interdependency among economic agents in society . Divisions of labour 

among agents create interdependency in the exchange of goods and services. 

Each agent may have a comparative advantage in providing particular goods 

and services; at  the same time agents may have different needs and desires. 

I t  is this economic interdependence among agents that leads to the exchange 

of goods and servkes in the market. The market itself is any arrangement in 

which the sale and purchase of goods and services takes place. The price of 

the product influences, and is influenced by, the levels of supply and demand 

, through the process of buying and selling in the market. This section 

discusses the price system first, then follows with a discussion of the market. 

2.1 The Price System 

s In general, the price is the cost of a commodity, good or service as measured 

by the alternative e e s  foregone by producing or consuming the good or 

service. Consider the discussion of an action's cost in Chapter 4, wherein any 

action involves costs associated with the utilization of internal and external 

conditional factors in order to carry out the action. Because resources are 

limited, any action occurs at the expense of others. Therefore, an action has 

an opportunity cost, which is the value of an alternative action. The price of a 

commodity in Buddhist economics is thus determined by the opportunity cost 

conditioned by scarcity. 

From the economic agent's perspective, the value of a commodity is 

basically measured by its capacity to eliminate unsatisfactoriness. Based on 

the use value in this context, goods and services are produced or exchanged. 

The y s e  value of any commodity may differ for each agent. Different 

valuations determine demand and supply, and also the exchange value and 

price of a commodity in the market. When exchange occurs, the price is the 
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payment given in order to obtain a commodity, either in monetary form or as 
3 a quantity of some other commodity. Along the process of interaction, 

is determined and also changed by ever-changing exchange values 

opportunity costs, To provide favourable conditions in a Buddhist 

the price system should be decentralized, flexible, fair and full 

terms are discussed below. / 
(1) Decentralized J 

First, the decentraltzatzon of price is based on the principle of responsibilit . As 

explained previously, it is virtually impossible to centrally predict or ca culate 

the system. I t  is, however, possible for each economic agent to kn 

i' the right price for each product due to the complexity and dynamic na ure of 

dcu the 

problem of one's unsatisfactoriness includiw its direct cadse, and to have 

some knowledge of the action-choices that could possibly alleviate the 

problem through previous experience. Each agent is thus assumed to know, 

better than anyone else, hislher opportunity costs regarding products (as 

producers) or demands (as consumers). 

As a producer, each agent has some, but not complete knowledge of 

hislher own cost to supply a good or service locally. That producer can then 

set the price of a commodity to reflect the true cost of production, subject to 

hisher  limited knowledge. Price setting in tv manner allows the buyer to 

acknowledge the true cost of 'the product. As a consumer, an  agent is 

assumed to know how much helshe is willing to pay for the goods or services 

to end hislher unsatisfactoriness. Thus, helshe can choose the level of 

demand at the prevailing price, or can negotiate the price level, as  though ' 

helshe is aware of the impact this action has on the system. During the 

process of interaction, an  agent adjusts hislher supply and demand through 

learning as  helshe gams more knowledge about market-conditional  factor^.^ 
b-+& - -  
-=! 

T h e  exchange rat io  of t w o  commo&tles  1s the  relative p n c e  of those commo&ties  expressed  In t e r m s  
of a c o n s t a n t  m o n e t a r y  form (Pearce 1992) 

.' Hayek  (1948) e m p h a s i z e s  decentrallzatlon of p n c e  set t ing in  a n  economic s y s t e m .  In which 
in&wduals  wi th  incomplete  knowledge a re  learning a n d  adjust ing to a process  t h a t  moves to\r.ards 
e q u h b n u m  
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Decentralized price setting can therefore provide a better understanding of the 

cause and effect of one's actions in the process of exchange. 

(2) Flexibility 

The second characteristic is the flexlbdity of price. Due to the dynamic feature, 

the concept of fixed-price is incompatible with the axioms. T-he process of 

eliminating unsatisfactoriness is also trial-and-error based on the accumulation 

of experience. Therefore, the use value and exchange value, and 

consequently price, are continually changing, and should be allowed to 

change through interactions. The process of price changing can be described 

as follows. First, knowledge of one's products leads to primary price setting, 
r which would cover the costs of factor inputs and expected profits. Then, 

through interactions with others and informa tion sources, an agent learns 

more about the buying and selling market;, inc6ding the movement of 

supply and demand. Therefore helshe adjusts prices based on new 

knowledge and experiences. The more knowledge and experiences an agent 

has about market-conditional factors, the more helshe is likely to succeed in 

histher exchanges in the market; that is, success in terms of the elimination of 

unsatisfactorifiess that is cost-effective. 

(3) Fair 

The third characteristic of price in a Buddhist economy involves fairness. The 

price is fair when both exchanging parties have the same set of information 

governing the costs involved and the price level set is acceptable as fair to 

both. ' In general however, the producer or seller has more information 

regarding the product than the consumer or buyer. Based on the concept of 

'Buddhist fairness discussed earlier, if a producer charges some level of profits, 

the criterion that helshe should consider is that if the position were reversed 

and helshe were the consumer, would that price or profit be acceptable? 

, Because of the uncertainties within the long-term horizon, there is the 

possibility that a produce&would one day be a consumer hirnlherself and 

receive the results of one's karmic actions, such as being charged too high a 

price based on the law of karma. 
:! 

P 
& 

P 

- I .  
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Fair price setting is considered the right action in right livelihood. The 

fair price represents the true costs of production while preventing 'fraud and 

deceit in the exchange. It leads to conditions of security and stability in the 

economy: secur'ity, because the acquisition of wealth is within moral 

constraints as defined earlier, and stability, because i t  minimizes harm within 

the process of exchange that could arise from over-pricing based on greed. 

(4) Full cost 

The last characteristic of price is fu l l  cost. To compel responsibility in 

consumption and production, price should be based on the total costs of 

producing products with all economic agents internalizing the costs of external 

effects. That is, the producer should take into account all the possible cosis 

from praducing each product to the full extent of histher knowledge, while 

the consumer should take responsibility for consuming each product by 

paying the full cost. 

Nevertheless, in a complex and interdependent system containing 

ignorance, i t  is difficult to determine the full cost from a long-term, system- 

wide perspective for two reasons. First, i t  is impossible to measure the full 

impact of economic activities on the ecosystem without having full knowledge 

of the interconnected nature of all living beings in the biosphere. In that case, 

the conditioas of the market system should be established in a manner so that 

whichever agent-producer or consumer-is in a better position to observe 

the costs pays for those costs first. This would usually be the producer, due 

to the differences in the knowledge base. Subsequently, the producer can 

recoup expenses by charging the consumer through the process of interaction. 

The second reason for the difficulty in determining the long-term, 

system-wide cost is that it may take a long time to detect health or other, 

hazards associated with the process of production and consumption. A good 

example is the finding of scientific link between smoking cigarettes and lung 

cancer. If the cost of curing cancer is a burden to society as a whole, that cost 

should be internalized in the price of cigarettes. In this case, the consumer 

who chooses to smoke should indirectly pay for the health care costs by 
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paying a relatively high, full cost price for cigarettes.' ~ o c i e t ~ , a s  a whole 'can 

@ 

then recoup the cost through taxes on cigarettes or taxes .on the' producer. 
" ,  

The above process of internalizing cost into price can,- to some extent, 

recover the full costs of production subject to incomplete knowledge. The 

full-cost price can foster greater understanding of the causes-and-effects of  

one's actions, particularly on the physical environment. Conversely, any 
e Qd - 

distortion in price will create a false understanding in how much cosi the 
I 

production of a particular product ikurs-30 the entire system. A proper 

understanding would evoke actions that lead towards sustainable wealth 

management, which is necessary for stability in the economic system. 

2.2 The Use of the Market 

The market is the basic economic institution for allocating scarce resources 
5 among alternative uses. When any exchange of goods or services occurs, the 

market is said to arise. Market exchange is the mechanism that determines 

the price of goods and services. In a Buddhist economy, there is a question: 

to what extent can a decentralized and free competitive market be used to 

bring about prices with the characteristics discussed above? 

A decentralized market is effective in utilizing information for the best 
6 result. As discussed above, price setting and the exchange of goods, which ' 

are self-organizing and not determined by an authoritative state, are effective 

and provide a+nderstanding of the causes and effects of one's actions. That 

the price system, which is formed through voluntary and  free exchange, 

' /tilves the. allocation problcm by providing the necessary information and 

incentives within the process of interaction. Because an agent knows the . 
problem of hislher unsatisfactoriness better than anyoqe else, helshe is best 

able to act on this information in the market. Decentralized decision making 

and free participation are what permit all of the knowledge held by agents to 

be used effectively. They also allow each agent to observe the results of and 

take full responsibility for one's actions. 

The hscuss ion  In thls  sub-section is partly based on the cntical  evaluation of the  functions of the 
competitive market  by Daly and Cobb (1989). noted earlier in Chapter 3. 

Hayek (1945 320) 
1 
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Profit i s a  good example to illustrate the virtues of a decentralized and . i 

free market. Let's consider a farmer who produces both rice and corn.' If a 

farmer observes that profits earned from growing corn are higher than from , 
growing rice, he has an  incentive to shift resources to produce more corn and 

less rice until the profits are equal at the margi?, In this case, profit provides - i 
information regarding opportunity costs and the incentive to secure the best 

7 use of 'the resource. In turn, if an X farmer sets the unit price of hidher 

product-say com-higher than other farmers in the same market, a 

consumer will choose to purchase from an alternative farmer if helshe has 

knowledge of their prices. In this case, the consumer is viewed as  making the 

best use of hislher limited resources of wealth. The process of interaction in 

the market keeps profit at a normal level and resources properly allocated. 

Prices of commodities formed through interactions in a decentralized 

market are flexible. Interactions among buyers and sellers in the market lead 

to adjustments in the knowledge constraints, and changing knowledge 

eventually leads to changes in price. The f ~ e e  competitive market also leads 

to fair price setting in the long run. That is, competition among producers 

and sellers forces the price setting of commodities to reflect their true 

exchange value. Decentralized pricing does not, however, guarantee the full- 

cost price. If left alone, the free competitive market has no restraint within its 

mechanism to force the agents to pay the full cost of their actions. 'The 

market function cannot allocate resources in a cost-effective way from a long- 

term and system perspective. Therefore, a question arises as to whether these 

problems can be solved through some form of market means. In a Buddhist 

economy, society may be able to impose some constraints upon market 

activities; however, the use of market means are quite limited. 

Based on the fundamental axioms, the conditions in the market are 

created and changed through the process of interaction among agents. For 

example, the market is not initially nor intrinsically competitive. I t  can, 

- H a y e k  (op cit ) a r g u e s  t h a t  " t h e  problem we w ~ s h  t o  solve when  we  t ry  t o  cons t ruc t  a ra t lona l  
economic order"  IS "how to secure t h e  best  use of resources known to a n y  of t h e  m e m b e r s  of society 

for e n d s  whose relat lve Importance only these  i n d w d u a l s  know " 
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however, be induced to become competitive through mutual competitive 

econom~c agents. If  members of society value competition as  the best method 

to allocate resources, then it creates conditional factors for the market to be 

competitive. In an  interdependentpeconomy where local actions have global 

impact, if the markets in most regions are designed to be competitive, they. 

can induce markets in the rest of the world to be competitive too, unless the 

country is heavily protected from external economic factors by some form of 

political arrangement. 

Based on the principles of harmlessness, market exchange should be 

restrained with moral constraints to minimize harm in the system. Although 

voluntary exchange allows an agent to obtain greater knowledge and 

experience regarding hislher actions, i t  has the potential to cause harm in the 

system intentionally or unintentionally due to ignorance. The exchange of 

goods 'and services should thus occur voluntarily, but not freely, in the 

market. To induce exchange activities to move in the right direction, some 

form of moral constraints are required. These moral constraints, that is, rules 

and regulations, should be based on the Buddhist legal conditional factors 

known as the five moral precepts. To some extent, the moral constraints can 

induce cost-effectiveness into market activities. The discussion now turns to 

several more economic issues that' the agents cannot resolve via the market 

means. 
f -  

2.3 Market Failures 

An exchange problem that cannot be solved through the means of a 

decentralized, free market is called a market failure problem. Market failures 

occur as a result of interactions based on ignorant decisions within the 

interdependent and ever-changing system. Ignorance in market activities 

arises when agents lack knowledge about the actions of others or the dynamic 

nature and interdependency of all actions. An ignorant agent may believe 

that all other things remain unchanged when he/she acts, or hetshe may have 

the wrong perception about how others will react. This ignorance produces 

market failures that create unsatisfactoriness and chsharmony . Examples of 



market failures include commonly known economic issues such as  cobweb 

cycles, negative externalities, paradox of thrift, positional goals, prisoner's 

dilemma, assurance problems, and so forth. 

Daly and Cobb (1989) summarize the limitations of the competitive 

market with regards to allocation into three forms. First, competition is self- 

eliminating; thus the market cannot maintain competition but tends to 

increase monopoly power. Second, i t  cannot restrain self-interested behaviour 

such as  greed; therefore competition depletes morality. Third, i t  cannot deal 

with public goods, externalities and spill-over effects; that is, the problem of 

managing nonexclusive goods, for example, the failure to effectively and fairly 

allocate common resources and free-riding problems associated with public 

goods. In addition, although the market may efficiently allocate resources, 

that does not imply fair distribution in soci~ty.  The market also cannot bring 

about the optimal scale of the economy relative to the physical environment. 

For example, the market solution in determining the scale of production and 

consumption is not necessarily ecologically sustainable when considered 

within a long-term time horizon. 

Furthermore, from the Buddhist economic perspective, the problem of 

market failures is also related to the limitations of market mechanisms in 
. , 

providing the information necessary to assist an economic agent in making an 
t 

action-choice that moves h i d h e r  in the right direction. The fiecessary 

conditions for each agent to cost-effectively eliminate primary physical 

suffering a@ mental unsatisfactoriness are typically unmet. The preferred 

rules of &change in the market can be eStablished from the five moral 

precepts,, Nevertheless, it is not sufficient to guarantee the full-cost price as 

discussed above. I t  cannot assure that each and every member in society 

attains a sufficient level of basic necessities, nor does it encourage agents to 

voluntarily practice generosity and mental development. Because the 

Buddhist way of life is a holistic one, market m a n s  is viewed as part of the 

way of life in an  interdependent system. 

In a competitive economy, the problem of market failures is mainly 

solved through the arrangement of conditional factors by the state or 
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government. Its main methods include regulations, public finance and 

monepry policies. In a Buddhist economy, however, the problem illustrates 

the need to establish non-market institutions consistent with Bud,dhist 

principles. 

3. NonrMarket Institutions 
From the  perspective of Buddhis! e ~ & ~ ~ m i c s ,  non-market institutions are 

established via the collective actions among -agents in a community. 'This 

compensates for the deficiency of market functions. In general, a collective 

action is one in which a group of agents, or members, organize themselves 

voluntarily in order to retain the residuals of their efforts (Ostrom 1990). They 

constitLte a community or sub-system within the economic system or society 

at large. Based on Buddhist principles, the structure and operating 

mechanisms of a collective action should be conducive to the practice of 

responsibility, harmlessness, generosity and discernment. Members of the 

institution should be allowed and encouraged to learn and experience the 

causal relationship of actions so that one can undertake more effective action!? 

and make progress in the right direction. 

Section 3 is divided as follows. Sub-section 3.1 discusses the conditions 

of Buddhist non-market institutions. Sub-section 3.2 then outlines the 

advantages of Buddhist non-market institutions in terms of their ability to 

compensate for deficiencies in market means. Finally, Sub-section 3.3 

discusses the characteristics of a Buddhist firm as one example of a non- 

.. market institution in the Buddhist economy. The firm is analyzed because i t  

is an  important non-market institution in a Buddhist economy, which is self- 

organized and internally self-governed with the objective of creating wealth 

for its members. 

3.1 Conditions of Non-Market Institutions 

Considering the favourable conditions laid out earlier, a Buddhist non-market 

institution should comprise seven main conditions: (1) common goal, (2) 
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network, (3) set of rule$ (4) rule-enforcing mechanism, ( 3 )  security, (6) - 
commitment, and (7) the process of learning.' 

First, parties who organize non-market institutions need to share a 

common goal, which should be to facilitate economic agents to move towards 
sP 9 the right direction of eliminating unsatisfactoriness. In practice, the 

institution should aim to enhance the well-being of jts members both 

materially and mentally. C ~ n s i d e r ~ t h e  aspect of enhancing material well- 

being. There are two goals in this respect: (1) an effective allocation of 

common resources, and (2) a co-operative pooling of private resources to 

enhance their use. Examples for the first type are: communal tenure in high 
.ir mountain meadows and forests, and sharing water resources through a 

communal irrigation system:10 Examples of the second typc are: co-operative 

saving groups, private cgmmodity banks such as  rice banks or cattle banks, 
b 

11 co-operative stores and  law firms. Now, consider the aspect of enhancing 

mental well-being. The goals of this aspect include cultivating responsibility, . 

harmlessness, generosity andlor discernment. One example is a community 

of Buddhist practitioners who provide material support to the same temple, or 

organize andlor join a meditation retreat or study dharma together. 

The second major condition is a network of assoclatrons within the 
0 

institution. A network is a necessary mechanism for the-continui process of 

communications. I t  allows and helps members to comprehend a n  3 realize the 

interconnectedness among themselves, between members and the physical 

environment, and between the institution' and the external environment. 

Once the first condition is met-that is, members share a common goal, 

members can then create the structure and. system of network associatians 
I 

8 These  con&tions a r e  deduced  from t h e  teachings t h e  Buddha, gave t o  t h e  Valj ians a n d  t h e  m o n k s  on 
d f f e r e n t  occasions They  a r e  s a d  t o  be t h e  c o n d t i o n s  t h a t  never  dechne  bu t  l ead  only t o  p r o s p e n t y  
for a n y  g m u p  of people w h o  s h a r e  a common goal. (D 6) 

9 R a w l s  (1979 527) s t a t e s  t h a t  ' the successful ca r rymg out  of jus t  ms t i tu t ion  is t h e  s h a r e d  f inal  e n d  
of all t h e  m e m b e r s  of society, a n d  t h e s e  inst i tut ional  forms a r e  prized a s  good in themse lves  " 

l o  O s t r o m  (1990) ana lyzes  several  pract ical  examples  of self-organized institutions t h r o u g h o u t  t h e  
world t h a t  allocate common resources 

1 1  T h i s  type of pract ice c h a r n c t e n z e s  t h e  ma:n activities of communi ty  development  in  r u r a l  Tha t land  
See  Phongphl t  (1989) for d e t a d s  of t h e  practice 
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based on that goal. The network kceps the operation of the institution 

continuously functional. Based on the principle of equal access to participat:, 

the network should connect every member at every level within the scope of 

the institution. It should also enable members to recognize changes in the . 

environment so they cait develop conditions of the  institution that are 'in 

harmony with those changes. An effective network in Buddhist non-market 

institutions should resemble the mechanism of karmic net, which links all 

members together and reflects the relationship~*lhat exist in fhe institution. 

The third major condition is a set of rules upon which all members in the 

institution agree. A set of rules' regarding actions is called shared-norm 

behaviour that is viewed as right and proper .i)j;nong all members in the 

institution. I t  has characteristics similar to a contract that binds all members 

together. Because a fixed set of rules provides a type of stability of 

expectation, the principles should not be changed easily or frequently in order 

to reduce uncertainties. 

The set of rules in5 Buddhist non-market institutions obviously should 

be consistent with Buddhist principles. Specifically, the principle of 

responsibility-that Buddhist non-market institutions are self-organized and 

self-governed-should be complied with. In addition, the principle of 

h a r m l e s ~ e s s  emphasizes the five moral precepts as the codes of conduct, 

while the principle of generosity provides a basis for cooperation within the 

institution. The principle of discernment encourages members of the 
P r ,  

institution to cgmprehend the rules and,.discuss their causes and effects with - 
others, then to observe and reflect on one's actions based on an 

understanding of the rules. 

The fourth condition is a rule-enforcing mechanism within the institution. * 
A rule-enforcing mechanism aims tofmonitor actions and determine whether 

they comply with the set of established rules and to assure that members take 

responsibility for their actions. A rule-enforcing mechanism must be self- 

financed by the members of the institution. I t  can consist of only one external 

enforcer, or an enforcing administrative system. Based on the cost- 

effectiveness criterion, the Buddhist enforcing mechanism should be the one 
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that incurs the least enforcement cost for the institution in the long run. The 

Buddhist principles of actions suggest that an  enforcer or a leader of the 

enforcing administrative s p t e m  should observe the five moral precepts so  that 

heishe can conduct hisiher duty effectively and .skillfully. 

The fifth condition is that each member must be provided secunty 

during the time they are members of an institution. This condition is biped 

on  the first principle of Buddhist justice; an  agent has an  equal access to 

security of one's possessions and also to economic security. Within the 

institution, the limited moral rights over possessions-life, family 

relationships, wealth and knowledge-must be Miell-defined, and  duties to 
.i"- 

respect them must be effektively enforced. 1 n  turn, economic security implies 

that helshe meet hisiher sufficient level of basic necessities. 

Security, especially economic security, is a necessary condition for 

minimizing the enfo'rcement cost within the institution while providing 

material prosperity conditions and supporting the functioning of the 

institution. WKen basic necessities are sufficiently met, each agent can make 

the best use of hisiher skill if heishe so chooses. If any member is deprived of 

basic necessities, the institution as  a whole should first assist and support that 

member to attain hisiher suffi nt level of basic necessities. For example, in cY 
rural villages of Thailand, i t  is common for excess food and  other material 

items to be redistributed in the communi through religious activities at the 

temple. Food is generously offered to mon YFii in the morning, then the excess 

is later passed on to others in need in the village. i2 

The sixth condition is a commrtment of members toward the institution. 

:Members of the institution must commit themselves to its sustainable 

existence. I t  is a commitment to conserve materia$ and non-material resources 

such as  knowledge and the moral r u l x  of the institution. This continuing 

. commitment by members is a necessary conditional factor for the survival of 

non-market institutions. With regard to the cost-effectiveness criterion and 

' 2  See  t h e  &scussion of t h e  Buddhist  m o n a s t e r j ' s  historical role a s  a re&str ibut ive l n s t i t u t ~ o n  in 
C h a p t e r  3 especially by Payut to  Bhikkhu  In 3 2 See  also Sectlon 1 followinr: on t h e  B u d d h ~ s t  
communi ty  



responsibility, a commitment should 

voluntarily. I t  can be maintained by 

and  allocation of benefits, thereby 

institution. 

i n:t 
be formed and sustained skillfully and 

any mechanism, such a s  internal rules, 

providing stability conditions for the 

For example, reputation of members can be used as  a means to enforcc 

coinmiiment in art institution whose members share their livelihood. 

Reputation is a n  implicit rule in a community that arises from the human 

desire to receive recognition from others. Maintaining a good reputation can 

serve a s  a binding factor that commits the member to a co-operative action. 

In a community, say a rural village where everyone knows one another, a 

commitment is formed naturally by the fact that all members share the past 

through their ancestors and are expected to share the future through their 

progenies. 

Finally, the seventh condition is the process of learning within an 

institution. The process of learning is a necessary condition to advance 

knowledge related to skills and  mental development. Greater skill allows an 

agent to conduct economic activities more effectively, while a better 

understanding of the causal relationships of interactions helps the agent 

choose mofe cost-effective and skillful actions. The process of learning 

includes, regular meetings, on-going discussion groups, occasional trqining 

seminars, and a regular meditation retreat. 

3.2 The Advantages of Non-Market Institutions 

Together, the conditions of non-market h s t i t u  tions ?fiiscussed above can 

compensate for the limitations of market means in solving allocation and 

distribution problems. In addition, they are conducive to actions that 

eliminate unsatisfactoriness along the right path by -providing favourable 

external conditions in society. vt 's  examine the advantages of non-market 

institutions that are consistent with Buddhist principles. 

First, a non-market institution can solve the allocation problems, 

observed by Daly and  Cobb (1986) by lessening unhelpful 

within the institution. The common goal implicitly induces 

competitiveness 

members to co- 
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operate and work towards outcomes that follow a common path or right 

direction. A set of rules based on Buddhist principles and with an - 

enforcement system, prevent destructive self-interest-based actions, whilc also 
3 Cr 

advancing moral actions. And because the residuals of col lect iv~ efforts are 

retained within the institution, all positive and  negative externalities that arise 
1 

from the members' actions are internalized. Given that the institution pays 

the full costs of actions undertaken by its members within the institution, i t  

has an  incentive to.. design cost-effective ways to share non-exclusive goods 

and common resources. Price setting within the institution is also relatively 

fair, because each member has an equal right to participate in the 

development of the conditions that govern the institution. 

Now consider the distribution problem. The security condition 

guarantees that each and  every member of the institution attains the sufficient 

level of basic necessities. To encourage this, a set of rules can also be outlined 

to facilitate the voluntary sharing of material wealth within the institution. 

The condition of commitment also assures that resources-material and non- 

material-of the institution are utilized in a sustainable manner.  Accordingly, 

this solves the intergenerational distribution of resources. 

Finally, from the Buddhist economic perspective, the above seven 

conditibns of non-market institutions can help its members eliminate 

unsatisfactoriness along the right direction. The network of associations and 

the process of learning can foster greater understanding of the causal 

relationship of interactions. Communications within the institution and with 

members of other institutions also increases knowledge and  information, 

which consequently increase action-choices. A1 though the process of learning 

may involve a great amount of repetitive experiences, individuals are more 
r 

likely to further their mental development when joining Buddhist non-market 

institutions than being left in the decentralized and freely competitive market. 

3.3 Characteristics of the Buddhist Firm 

In Buddhist economics, a firm or company is one type of self-organized and 

self-governed institution whose purpose includes retaining residuals for the 
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benefit of the workers.') A firm is a work place, which is characterized by 

interrelationships among agents within the firm, such a s  interrelationships 

among employers and employees, owners and workers, members of  co- 

operative firms or  family firms. These characteristics determine a n  agent's 

wealth conditions such as  lbvel of wages, income and other benefits. I 

In a Buddhist economy, there are three types of- interdependency: 

among the members of the firm, between the firm and  society a t  large, and 

between the firm a s  an entity and other communities in society inc16ding the 

physical environment. " Figure 6.1 below illustrates these three ways 

interdependency . 

Figure 6.1: The interdependency among the firm, its members and society . , ' I  ? \  , 
).I " C "  -, _ 

Wealth of society 

[Society1 
stable business 
environment 

p/ income and job security 
profits t productivity pG&q 

Based on  the conditions of Buddhist non-market institutions discussed' 

above, w e  identify the characteristics of the firm in the Buddhist economy. 

First, the common goal shared among members in the firm is to create wealth 

for thrmselur~ by transforming factor inputs into products that are either goods 

or services. To achieve the common goal, employers and  emplbyees co- 

operatively work together by sharing their various skills and  knowledge. 

' 3  T h e  chscussion d a Buddhis t  firm is based  on t%e discourse of necessary q u a h t l e s  for achlevlng il 
success  in  one 's  bus iness  (A I 115) 

l 4  In Buddhism. each mchwdual  is w e ~ v e d  a s  a par t  t h a t ,  together  k i t h  o ther  p a r t s  a s s ~ r n b l e s  a clock 
Big or s rn~ l i ,  if one  p a r t  is broken,  t h e  clock no longer functions Each par t  of t h r  clock IS  

Impor tan t  in i t s  funct ioning a n d  e a c h  IS Interdependent  with one a n o t h e r  T h e  o w n e r  of t h e  cap i ta l  
d e p e n d s  on w o r k e r s ,  t h e  producer  m u s t  depend  on t h e  consumer ,  a n d  vice v e r s a  It s h o u l d  be 
noted t h a t  a se l f -managed  firm in te rac t s  only within the  economic sys tem T h e r e  IS no lnteroct ton 
u l t h i n  t h i s  t j p e  of f i rm 
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Success in achieving the common goal leads to security of both occupation 

and income, despite the ever-changing environment. The efforts of each 

member are compensated through wages or dividends, depending on the type 

of factor inputs helshe supplies. To ensure that the common goal is clearly 

understood and accepted by each member, the level of compensation should 

be connected to the level of profits made by the firm. I t  can be a 

performance-indexed compensation scheme, such as bonus payments, or a 

profit-sharing compensation system where all members hold the shares or 

stocks in the firm-that is, a type of co-operative firm. 

Second, a network of associations within the firm characterizes the 

movement and interactions among members and be twwn members and the . 

firm itself. An internal network within a ~ u d d h i s t  firm is based on the 

Buddhist principle of equal participation. That is, every member should have 

an equal opportunity to influence any change in the firm or its direction of 

movement. The structure of the network within a Buddhist firm should be 

the one that induces each member to feel as if helshe is equally treated in the 

firm. This includes equal access to information and equal opportunity to grow 

and get promoted withi-n the firm. The process of total quality management 

(TQM) in the Japanese firm is an example of this kind of network where every 

worker has an equal opportunity in making suggestions to improve the 

quality of their products. 

Third, the set of rules in a Buddhist firm should be based on right 

livelihood; that is, that the rules impose a cost-effectiveness constraint and a 

set of ethical allowability constraints-right products and right actions-on 

any activity within and on behalf of the firm. They should also be used as 

criteria to hire employees. 

Fourth, a rule-enforcing mechanism is necessary in administering 

business. There are two aspects of the mechanism: the administrative system 

and a compensation scheme. First, the leader of the firm or the executive 

officers should have high morals, or at least attempt to make decisions based 

on  the five moral Judgement and actions based on the precepts can 

lessen conflicts within the firm while increasing the stability of society at 
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large. The second aspect of the rule-enforcing mechanism is based on the 

principle of responsibility; the firm should compensate its members according - 
to the contribution of their factor inputs such,as physical labour, capital and 

effort. This type of rule-enforcing mechanism not only empowers  workers to 

d o  their best, but also attracts and keeps those workers who  have the right 

qualities-skills, knowledge, behaviour, work ethic and  motiva tion-within the 

firm for a s  long as  possible. 

Workers with right qualities are important human resources that create 

success in business. The firm should thus provide favourable working 

conditions for them, for example, assigning work chores according to workers' 

abilities, adequate base salaries and benefits, health insurance, performance 

incentives such as  promotion, occasional vacations, bonuses and profit 

sharing. In return, workers who work in favourable conditions but d o  not 

perform their duties a s  expected, should be disciplined by being moved until 

they have been placed in the proper conditions. This method of discipline 

assures the commitment between the firm and workers 'as well as  the 

economic security of members. I t  can also foster greater understanding of the 

worker's ability and potential. 

Fifth, a Buddhist firm should establish economic security for the firm 

itself in addition to providing economic security for its members. Economic 
> 

security for the firm can be enhanced by maintaining a good credit rating and 

earning the trust of financial sources. Internally, a firm can provide economic 

security to each member through job security andlor a minimum wage level 

based on each member's needs. Moreover, economic assistance mcthods, 

such as  voluntary sharing within the firm or company's residences, are also 

encouraged to supplement basic income under work contracts. The worker's 

job and income security reinforces the stability of society, while the stability of 

society is a favourable business envirgnment that supports economic activities , 

that, in turn, augments prosperity for the' firm. Income of the workers and 

profits of the firm are the main sources of wealth creation in society. To 

maintain security and stability in the economic system, the prosperity of the 

firm should, therefore, lead to job and income security of the workers. 
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Sixth, commitment is a mutual relalionship. ?'he firm's commitment to 

its workers is demonstrated through the compensation systcm, cqual 

opportunity for all members, favourablG working qonditions and  economic 
* 

security. In return, a worker should show commitment a s  if helshe owned 

the company, p o r k i n g  diligently in a cost-effective, skillful and  voluntary 

manner. A worker should strive to protect the internal resources of the firm, 

while trying to conserve , the external environment which provides 

opportunities for the firm's business. Heishe shbuld also put forth cvcry 

effort and work diligently, take only what is given, perform dutics well and 

uphold the company's good reputation. 

Due to impermanency, the degree of commitment should not be set too 

high; the higher the degree of commitment, the more difficult i t  is for the firm 

and workers to cope with changes. The Japanese firm is famous for providing 

lifetime employment to its workers. With a high degree of mutual 

commitment, i t  is often characterized as  a family-type of social organization. 

When business experiences a downturn, the firm must carry the burden of 

protecting the job security of its workers. This can be a costly practice. When 

the burden is too high for the firm, the commitment usually breaks down. 

Seventh, the process of learning should be incorporated within the 

production and sales rncchanisms of the firm. Recognizing uncertainties, the ' 

firm and  workers should prepare themselves for the change in environment 

by acquiring the qualities that lead to success in business. The firm as  a 

information regarding customer demand and  prices of 

in the buying and selling markets, including factor 

inputs, supplementary and complimentary products. I t  should also be 

attentive to the movement of supply arvd demand in the markets to enable i t  

to set a n  adequate price and estimate the right profit. 

In return, recognizing the firm's need for survival and  success in a 

changing economy, each member of the firm--employers and  employees- 

should be keen on knowing the firm's products, one's roles within the firm 

and  one's ability to fulfill that role. A member should then acquire further 

skill and  knowledge to adapt to innovations and changes in technology. 
$ 
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Training for new, but necessary skills and knowledge should also be 

supported by the firm. :* 
In the Buddhist economy, the external conditional factors, such as  the 

tax structure, should also be arranged so that the firm a ~ d  workers have 

incentives to conduct their rela tionships in a cost-effective and skillful way. 

For instance, a firm should be encouraged to provide favourable working 

conditions by way of tax incentives; or be punished by tax burdens if i t  does 
15 otherwise. The tax structure is discussed in section 5 .  

4. The Buddhist Economic Community 
A community is one type of non-market institution. I t  constitutes the social, 

economic, educational and technological, and spiritual conditional factors in 

society. In an agricultural-based community, most economic agents live, work 

and utilize their wealth within community. As the majority of the population 

in Thailand lives in rural settings (villages) with agriculture as  their main 

source of income, this type of institution deserves special attention in the 

application of this theoretical framework; if the Thais aim to develop a 

Buddhist economy. 

This section first outlines the ~ i d d h i s t  community in practice by using 

Srakoon as a case study in 4.1. The community development of Srakoon is 

commonly considered by the Buddhist Economic Movement (UEM) in 

Thailand to be a successful example of  economic development as  discussed 

earlier in Chapter 1 (Phongphit 1988).16 Therefore, this case study allows us 

to assess the concepts and practices of the BEM based on our theoretical 

framework. The conditions of Srakoon discussed here derive from the 

discussions by S a i  Phongphit (1988, 1989), one of the leading thinkers of the 

BEM, and Phai Soisraklang (1994), the leader of the Srakoon community. 

15 In t h e  c k c o u r s e ,  t h e  r u l e r  is advlsed t o  encourage t h e  landlord o r  t h e  wea l thy  t o  provide food, 
money a n d  tools to  t h e  poor a n d  des t i tu te  in t h e  community t o  help t h e m  work i n s t e a d  of paying 
t a x e s  t o  t h e  s t a t e  See C h a p t e r  2 (4 4)  

I6 T h i s  case  s t u d y  also h a s  advantage  in t e r m s  of a n  analytical convenience T h e  deve lopment  h a d  

I 
cont inued  for  25 y e a r s  a n d  e n d e d  i t s  first phase  in  1990 when  P h u  YEU P h a l ,  t h e  s t r o n g  leader  of 
c o m m u n i t y ,  resigned Since t h e n .  i t s  h r e c t i o n  h a s  been shght ly  changed  in accordance wi th  t h e  
new leader ' s  v m o n  of development  
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Based on the outline of the Srakoon community, we  conduct an 

assessment of its community development in 4.2. The assessment first 

analyzes to what extent the community meets the seven conditions of a 

Buddhist non-market institution. Then we assess the development of Srakoon 

based on  our eoretical framework in general. From the discussion below, Y: 
we will find that the success of Srakoon in practice can be substantiated by its 

fulfillment of most conditions in our theoretical setting. This fact confirms 

that the theoretical framework developed in this thesis is compatible with the 

practice of the BEM. 

4.1 Srakoon Village: A Case Study 

Srakoon is a n  agricultural-based village of Buriram province in Northeastern 

t Thailand. The community began with two families who moved to the area in 

1924 and has since grown to 250 families (as of 1994). When Phai was elected 
P village .head (Phu Yai) in 1965, villagers were poor and indebted, and 

4 
gambling and robbery were common. Villagers lacked education and had 

little understanding of the market system. ,Ostensibly due tokignorance and . 
greed, most of villagers produced only one plantation product, such as  rice or 

cassava, believing that they could earn more income by selling excess 

products. As a result, they ruined the land and were left indebted for various. 

reasons, such as  the high price of fertilizer and pesticides, gambling and low 

prices received for their products. 

After becoming the village head, Phu Yai Phai set a development goal 

to enhance the well-being of villagers, materially and mentally, with several 

concrete objectives: every villager must meet their sufficient level of basic 

necessities through self-reliance, no robbery or other crimes, no  gambling and 

no indulging in intoxicants in the village. Although the goals were initiated 

by Phu Yai Phai, they were accepted and shared by all the villagers. 

The development of Srakoon is also based on  Buddhist virtues and 

strong leadership. As Phu Yai Phai had been a Buddhist monk for several 

years, he promoted change and progress for the village based on Buddhist 

teachings. The strategy primarily focused on human development by 
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fostering more knowledge and greater understanding of the dharma so that 

villagers would know how to practice right livelihood. There were three 

important leaders who coordinated all development projectsi (1) Abbot On of 

the village temple; (2) Phu Yai Phai; and (3) Khru (teacher) Samret, the village 

school's headmaster. The mon~k (that is, the Abbot) played the main role in 

teaching about virtue, Phu Yai Phai concentrated on village developtnent, and 

Khru Samret was responsible for children and youth. 

As the village head, Phu Yai Phai's methods of increasing 

understanding between people and problem solving emphasized negotiation 

and non-violence. For example, to solve the problem of robberies, which was 

closely connected to gambling, he patiently convinced the gamblers' leader 

how destructive his actions had been for his wealth and family. After the 

long process of discussion and negotiation, the gamblers' leader-who is also 

an elder and one of the f6unders of the village-along with two other 

gimblers promised to refrain from gambling and robberies. Afterwards, 

Srakoon became peaceful. Finally, Phu Yai Phai led villagers in paying their 

respects to the elder and recognizing him as a good example of an individual 

who changed his way of life to one based on the teachings. 

(1) Village Economy 

The aim of economic development in the village was and remains to survive 
17 J.' and struggle toward- self-reliance through integrated farming. Self-reliance in 

Phu Yai Phai's terms is an attitude of first relying on oneself to solve any 

problem. Economic well-being means each family should aim to produce 

primarily to meet their sufficient level of basic necessities. The factor inputs 

for such self-reliant production are said to be human and land resources, locaI 

wisdom and traditions. Srakoon's economic development is also characterized '+. , 1 

by a village fund and integrated farming. > The economic development tasks started with an establishment of the 

village fund through regular religious donations in 1965. Because a Buddhist 

1' In tegra ted  fa rmlng  i s  often character ized a s  Buddhist agncul ture  Wasi (1988 35) a rgues  t ha t  
'Buddhlst  agncu l t u r e  1s a way to solve problems from below, it  is slmple and  does not need 
government  assis tance * See  also Chapter  1 for LVasl's Idea of Buddhlst  agncu l t u r e  
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tradition for villagers to donate rice to the temple was alrcady in place, I'hu 

Yai Phai asked each family to donate at least one sack of rice annually, and 

more on special occasions. He established a rice bank a t  the temple for those 

needed to borrow, while some of the excess was sold in order to raise funds 

for building a school. I t  took villagers five years to raise enough moncy for its 

first village school. 

There are also other sources of income for the village fund.  Some are 

'.from handicrafts made out of local materials. All of these are sold locally or in 

the provincial annual Red Cross Fair. Money raised is shared between the 

village fund and  the producers. There is also a village custom that the dowry 

is given to the bride's parents, which they usually return to the marrkd 

couple at  a later date.  At Srakmn,  part of any dowry is contributed to the 

village fund, a s  all villagers are considered to have assisted directly and 

indirectly in raising the bride. Donations to the temple during several 

religious ceremonies throughout the year are also an  important source of 

contributions to the village fund. 

After the success of the first project, several other community projects 
T 

followed. The spending of the village fund is decided by the village committee 

under the condition that projects must be for the benefit of the villagers. The 

projects were: building cement tanks to conserve rain water, making water 

jars for each family to preserve clean water, constructing temple buildings, 

establishing a day-care centre, providing toilets for each family, raising 

teachers' salaries, tapping underground water to provide water for the 

integrated farms and  to conserve water for fish in summer,  and  all other 

construction projects in the village. Villagers can also b o ~ r o w  funds for their 

own activities. Based on the strategy of self-reliance, most projects were 

funded primarily by the village fund and occasionally with additional funds 

from outsiders such as  the Thai g o v e r n s ,  the Netherlands government, 
f 

and personal donations from other villages and government officials. 

Another important economic development project at  Srakoon is 

integrated farming. Integrated farming was Phu Yai Phai's idea of sustainable 

agriculkure. I t  is a multi-product agriculture based on  an  understanding of 
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interdependence among living things in the ecosystem, and which provides 

multiple sources of income to villagers. Most villagers traditionally grow rice 

as their primary source of income. With Phu Yai Phai's initiative, they started 

integrated farming to create additional income throughout the year. The first 

co-operative integrated farming started in 1984 and became the village 

example. Villagers agreed to plant mulberry trees together to raise silkworms 

on 450 rai of public land, of which most villagers had 2 rai of land and paid 40 

baht per rai per year to the village fund for its use. Hundred of chickens were 

let free on the planted land to hunt worms'and insects-a natural method for 
C 

controlling pests-while their manure provides a natural fertilizer. 

The integrated farming project also included the village fisheries 

project. Besides raising fish in the public pond, villagers also grew more than 

60 kinds of plants and vegetables at the edge of the pond. Others began 

digging their own fish ponds after they observed the success of the village 

pond in providing fish and vegetables for food and as a source of extra 

income. All production beyond needs was sold locally to merchants who 

come to buy at the village. Consequently, villagers earned extra income from 

fish raised in a co-operative pond and in private ponds on their rice fields. In 

1994, there were 200 fish ponds in the village. After they found that they 

could save more money by integrated farming in the village, many young 

villagers stopped going to the city to find work during the dry season. 

Divisions of labour in Srakoon arose naturally. Most of the mulberry 

planters were housewives and young women, while the men went to work in 

the rice fields, dug fish ponds and planted vegetables. The monks studied the 

teachings and meditated so that they could serve as examples for a peaceful 

way of life; at the same time they were able to give sound and virtuous advice 

to villagers. Some monks also became involved in development activity by 

experimentally planting various kinds of trees and vegetables on those spaces 

surrounding the buildings within the temple confines, then giving advice to 

villagers regarding the care of the plants. There was no stealing of fish or 

vegetables in the co-operative pond as one monk was always on watch. 
r- 
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Children and youths were constantly taught about morality and their 

responsibilities to help their parents. 

( 2 )  A Network of Associations 

Every evening, villagers would gather at the temple hall to discuss various 

topics and the monk, the village leader and the teacher would help by giving 

them advice. Although villagers are superstitious, believing in spirits @hr)( 

and external powers, they also, to some extent, believe in Buddhist teachings, 

especially the law of karma. Until he became very sick and aged, Abbot On 

usually gave dharma talks to vijlagers. In particular he gave advice to Phu Yai 

Phai. He is highly regarded as the man behind the history and development 

of Srakoon (Phongphit 1988: 157). 

Most development projects were initiated by the group of leaders while 

getting consent and cooperation from the majority of the villagers. Phu Yai 
* r 

Phai's self-reliance philosophy means that i t  is everybody's responsibility to 

help solve the problems together and not necessarily to depend on outsiders ' 

or government assistance before they started initiate a project themselves. I t  

should be noted that Srakoon occasionally refused to co-operate with some 
a 

governmental development projects when it saw either no  value or even 

possible harm in those projects. 

Due to its success and the exceptionally high qualities of its leadership, 

Srakoon built good relationships with other villages, government offices, 

~ J G O S ,  and foreign organizations. Many villagers came from afar to observe 

the development projects, in particular, the integrated farming and to learn 

how fie village fund was established. Phu Yai Phai himself was often inv~ted - 
as a resource person to give advice at seminars or training programs on 

community development. He always asked to have one or two villagers 

accompany him, so  that others in the village would also have the opportunity 

to acquire new knowledge and develop networks with people from other 

communities. 
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(3) The Leader and Administrative System 
' 

Phu Yai Phai is an example of a dedicated, diligent and strong leader who 
18 spent most-' Clf his time on the well-being of villagers. He is commonly 

characterized as virtuous, patient, arid possessing knowledge and 

understanding with the ability to sensitively administer the village. He 

himself attributes these qualities to his experiences gained as  a monk. The 

teachings gave him trust in the ability of humans to develop themselves if . 

guided in the right direction. He is also an example of one who acquires new 

knowledge and seeks more experiences through several means. He often goes 

to the district office and the teachers' college as well as attending many 

training programs and seminars organized by various NGOs or t h e  

government. After acquiring new knowledge, for example, useful programs 

related to agriculture, he shares i t  with other villagers. 

The administration of Srakoon follows the policies laid down by the 

Interior Minister. The village is divided into seventeen zones each of which 

consists of twelve homes. There is a zone leader and committee elected by 

the people in each zone. Th'e zone committee then2lects a reprekntative .to 

join the village committee. The village leader also elects two assistants. So 

there are nineteen members in the village committee. In addition, there are 

many organized groups in the village, such, as  the cremation group, the 

housewives' agricultural group, the long-drum group, the underground water 

group and the handicraft group. 

Because Phu Yai Phai believes that an understanding and respect for 

the law is importartt for the functioning of the community, he arranged 

seminars to teach basic law to the villagers, especially young people. Some 

examples were: how to report a death, when to begin school, the registration 

of cattle, the transfer of ownership, lands fees, traffic laws, and other topics, 

which are directly related to the villagers. 

There are also village regulations, which were adopted by the villagers 

themselves. The regulations were drafted from the proposals of each zone 

' 8  The positlon of d l a g e  h e a d  in T h a d a n d  is generally like a volunteer  w i t h  very l i t t le  rompensa t lon .  
600 b a h t  or  S2.1 a m o n t h  in  1988 
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committee. There are nine regulations each with related penalties, which are 

fines. Here, regulations are ranked according to the severity of the fine: (1) 

not catching fish from the village ponds; (2) not getting drunk and walking 

around the village making a noise; (3) not shooting inside the village; (4) not 

giving money to performers while they are performing or shaking hands with 

women performers; ( 5 )  not burning charcoal inside the village because t 

generates air-pollution; (6) not killing four-legged animals inside the village 

area; (7) on  religious days, not plowing rice fields ( to  let animals rest) but 

helping develop the temple, school or other village areas according to the 

committee; (8) not bathing any domestic animals in public ponds; (9) not 

missing the meetings without asking permission in advance. The names of 

violators are made public 

Because all villagers have participated in drafting these rules, they I 
respect them. The rules were rarely broken. In addition, the five moral 

precepts are the traditional modes of conducts on the temple grounds and 
L 

when in the monk's presence. When conflicts arise, they arc to be solved by 

the zone committee first. If  there is no resolution, the next s tep is to consult 

with Phu Yai Phai. If necessary, the last step involves the three coordinators 

-the abbot, Phu Yai Phai and the headmaster. The village committee often 

consults with the village elders before they make decisions a s  the elders are 

recognized as  the guarantors and founders of the village. 

(4) Evaluation after 25 Years 

Srakoon's success can be described not only ,in economic terms, such as an 

increase in income due  to integrated farming, but also in cultural and social 

terms, such as  a greater degree of unity and cooperation in the village. The 

purpose of the village fund and in tegr~ted  farming is primarily to help 

villagers attain a sufficient level of basic necessities. The fund is also used to , 

provide the basic material and social infrastructure of the community. In turn, 

Phu Yai Phai attributed the success of integrated farming to an understanding 

of the philosophy of sustainable production, with the five moral precepts as  

its basis, and to a contented and simple way of life. Some villagers who 
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practice integrated farming for the primary purpose of making a profit usually 

borrowed the money to d o  it, and often found themselves in unmanageable 

debt. Phu Yai Phai also evaluated the integrated farming of villagers wrio 

undertook the projects primarily to please him or make profits. In general, 

they were not successful. 

After Phu Yai Phai resigned in 1990, several changes occurred in 

Srakoon. The mulberry plants were not well taken care of because the new 

village head failed to set an example. Still active in community development, 

Phu Yai Fhai established a group of young people (I-to Noi) with virtuous 
19 qualities to prepare them as new leaders in the future. The members of Eht. 

group also have a network of associations with other 'I-to groups in the 

province, region and throughout the country. They have started the second 

stage of development in Srakoon. Leading by group example, connecting with 

larger groups outside the village, they are aiming at both human and 

economic development based on self-reliance. 

4.2 An Assessment of Srakoon 

Srakoon is a community naturally established as a non-market institution for 

the purpose of communal living. The common goal of village development is 

basically consistent with the Buddhist principles of actions; to increase the 

well-being, both physical and mental, of villagers with debtlessness and 

blamelessness. Their first development project started with the most effective 

use of existing common resources, donations towards the temple. Believing in 

the law of karma, villagers traditionally donate money andlor goods to the 

temples. The establishment of the village fund also focused the use of 
* 

common resources toward a concrete community goal: to build a school. The 

goal was decided by public consent while its benefits were shared by all 

members. The following development projects also had the similar 

characteristics: mulberry planting on the shared public land, the co-operative 

fish pond, the dowry fund and so forth. This type of common goal provided 
P 

l 9  T h e  quahficat ions a r e ,  for example  obsenqng  t h e  moral p recep ts ,  not gambl ing ,  being dd igen t  a n d  
willing t o  help society ( S a s r a k l a n g  1394) There  were 34 active m e m b e r s  In I-to S o l  g roup  in 1994 
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an example cof how to alleviate poverty and improve the villagers' quality of 

life by sharing benefits and working together in a non-violent way. The fact 

that i t  took five years for villagers to accumulate enough funds for the first 

school implies that the management of the village fund has a debtless basis. 

An internal network of associations in the village is a natural one with 

the temple as  the main venue for meetings. Because villagers traditionally go 

to the temple on religious days, the temple provides both a facility and the 

opportunity for villagers to learn about the teachings and to prxtice 

generosity and meditation. In addition, the villagers' regular meetings at the 

temple provide a forum to exchange ideas and to discuss issues of concern in 

the village. $Within that forum, monks and other resource persons art. 

available to assist in monitoring the discussion and in giving advice. The 

administrative system in the village also allows all villagers' concern to be 

heard and to influence the decision making in the village. In short, all 

villagers have equal access to participate in the local political mechanism. 

A network with society at large follows from internal success and as a 

result of a strong leader with exceptional qualities. A network among 

communities, once established, leads to greater understanding and knowledge 

regarding the development of the community in the right direction. Each 
\ 

community can learn from one another through the sharing of ideas and 

experiences. This type of network facilitates a movement towards social and 

economic development whose objectives are built from a bottom-up approach; 

a true decentralized decision-making process. In contrast, central planning is 

often criticized as development from the top, and does not necessarily meet 

the real needs of the people. This issue is important in directing the 

development of Thailand toward a Buddhist economy, and is discussed in 

Section 5 below. 

The set of rules at Srakoon is based on both the legal system of the 

country and community regulations. The village regulations and penalties are 

particularly consistent with the principles of responsibility and harmlessness. 

The rules are, however, relatively pragmatic because not all members of the 

community are devoted Buddhists. For example, the rules restrict killing four- 
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legged animals, but not fish, or killing outside the village. Drinking alcohol is 

also allowed in the household as long as  subsequent behaviour does not 

create trouble with other villagers. In addition, the rules regarding fund- 

raisirig for the village fund assist villagers in practising responsibility and 

generosity based on the understanding o/ the outcome of their co-operative 

actions. That is, the establishment of a village fund primarily through 

donations with, to some extent, a concrete purpose, fosters generosity and 

understanding. 

A primary rule-enforcing factor within the village is the virtue of the 

leader(s). Without strong leadership to set an example, i t  is doubtful whether 

the projects would have been as  successful as they were. Another essential 

rule-enforcing mechanism is using reputation regarding one's conducts as  a 

penalty factor. That is, i t  is not the fines themselves, but making public the 

violators' names that is a matter of concern for villagers. This is severe 

punishment in a small village where everybody knows one another well. 

Because reputation is an important asset in conducting activities in the village, 

few villagers would risk destroying their reputation. As a result, it was rare 

to have violations. In this case, using reputation as  a rule-enforcing 

mechanism is thus the least cost among all available choices. 

Security in general within the village is provided througk the justice 

system of the country. In turn, etonomic security at Srakoon arises from a 

combination of regular income from rice growing, extra income from 

integrated farming, and assistance funds from the village fund. w h e n  in 

need, villagers can also borrow rice or money from the rice bank or the village 

fund for some certain periods. The redistribution-of wealth within the village 

is thus voluntary as all projects are decided through democrafi.i..practices and 

public consent in which all villagers have equal right to participate. 

The establishment of the village fund also provides the villagers 

economic security and prosperity regarding infrastructure. The village 

infrastructure, such as roads, water reserve tanks and the irrigation system, is 

primarily funded through the fund. Social infrastructure, such as  the school, 

is also established in the same way. After the outside government 
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* 

provided additional funds for completion or expansion. For examplg, the 

second school in the village was built with government funds aftcr i t  

rec~gnized the success c.f the' first school. This way of building infrastructure 

is consistent with the principle of responsibility, or what Phu Yai Phai called 

self-reliance; one must take responsibility in eliminating one's own 

unsatisfactoriness. What type of infrastructure should be built is internally 

decided and based on community needs. Its construction is also initiated 

from within through coopera tion and unity in understanding its importance. 

Because villagers know exactly what they need and must satisfy their necds 

through their own budget, the result is a cost-effective economic activity. 

Development projects at Srakoon received high participation and 

coopera tion from villagers because of their commitment to the community. 

Most villagers have shared the same past and future since 1924. Although 

young generations may find work outside the village, i t  is a tradition that they . 

come back to live in the village at later ages. The commitment to village 

development is thus high and can be sustained cost-effectively. The strong 

commitment t o  the survival of the village provided an incentive for villagers 

to participate in various development projects. While the village fund can 

support and sustain their way of life, integrated farming is a cost-effective 

means to utilize their natural resources in a sustainable way. 

Finally, the process of learning in Srakoon began with a good example, 

the village head. I t  was then extended to other members through on-going 

discussions, occasional training programs and seminars funded by outside 

organizations, and through direct teachings by resource persons such as the 

monks, the village head and the teacher. 

The above assessment allows us to conclude that the development of 

Srakoon is compatible with the theoretical framework and its application 

developed in this thesis. Phongphit, one of the leading thinkers of the BEM, 

holds Srakoon in high regard as  a successful case 'of community development 

based on Buddhist teachings (Phongphit 1988). Therefore; we can conclude 

that, in general, the viskn of BEM and its practices are consistent with the 
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Buddhist teachings as  interpreted in this study. In addition, the theoretical 

framework developed in this thesis can also be used as  the analytical 

framework of the BEIM. 

5. The State and Its Roles 

In Buddhist economics, the state is viewed as one type of non-market 

institution. I t  is a community of communities with similar political 

arrangements, being established contractually to facilitate the welfare of the 
20 entire community and its people. I t  has a major role in providing favourable 

conditions for society as discussed above, by developing external conditional 

factors that direct economic activities in the right direction based on the 

Buddhist principles of actions. Section 5 is organized as  follows. Sub-section 

5.1 outlines the conditions of a Buddhist state as  a non-market institution 

based on the theoretical framework of the thesis: common goal, network, set 

of rules, rule-&forcing mechanism, security, commitment, and'  the process of 

learning. Based on those conditions, the study suggests what should be done 

if Thailand chooses to 'develop a Buddhist economy as its long-term goal. 

Sub-sec tion 5.2 outlines those suggestions. 

5.1 Conditions of a Buddhist State 

(1) The Common Go 1 P 
In a Buddhist economy, the state has the common goal shared among its 

people to provide favourable conditions in society. Favourable, because they .. 
are conducive to the effective elimination of unsatisfactoriness, and eventually 

lead to the attainment of enlightenment for the people. Concretely speaking, 

the Buddhist state has five major  function^:^' 
1. To provide protection for its people based on the five moral precepts 

2. To assure a sufficient level of basic necessities for all 

- -  - 

20 See the  Buddhist genesis In Chapter 2 (1 4) and the d~scusslcm in Chapter 3 ,  especially sub-sectlons 
2 1 and  2 3 for the contractual charactenstic of the Buddhist s t a t e  

2 l  These five major functions are based on the duties of government a s  descnbed In the  PaL tents and 
d s c u s s e d  ea rhe r  in Chapter 2 (4 1) The duties are arranged accordmg to the five favourable 
con&tions of society outllned In the lntmduction of this chapter  
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3. 'To facilitate cost-efftctive interactions among its people and 

communities 

4. To preserve the continuity of its natural resources and humanity 
wealth 

5 .  To foster knowledge about the causes and effects o / actions 

The following conditions of the Buddhist state allow i t  to fulfill these 

functions. The discussion below also demonstrates that these functions can 

compensate for the limitations of market functions, as discussed earlier. 

(2) The Network of Associations 

The state is a large-scale non-market institution within which large numbers 
.. 

of people from various communities interact with one another. One of its 

major functions is to prov!de a network of associations among communities. 

The state in a Buddhist economy can facilitate interactions among people and 

communities in three steps. First, i t  should facilitate the establishment of a 

Buddhist non-market institution such as a firm, organization, temple, or 

community, that meets the seven main conditions discussed in Sub-section 

3.1. The state should provide legal conditions that assist and protect the 
1 i 
a activities of Buddhist non-market institutions. Secondly, i t  should establish a 

network of communities. And finally, i t  should facilitate access to those 

networks. The state should provide information to people and communities 

regarding the network while assisting its people in joining the network. 

The network of associations within the Buddhist state comprises: (1) a 

transportation network; (2) a communication network; and (3) a network of 

people. The transportation network includes all means of transportation 

among communities such as roads, trains, air and sea traffic. The - 
e 

communication network includes telecommunication, the mail delivery 

system, and so on. The network of people implies functions or forums such 

as seminars or conferences, which allow the free exchange of ideas, 

knowledge and experiences. 

To facilitate these networks in a cost-effective way, the state should be 

responsible for the costs of establishing the networks among communities. 
\ 

The transportation and.communication systems among communities are often 
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characterized by significant economies of scale. Thus, i t  is cost-effective for 

the state to provide these networks rather than requiring each community to 

establish its own. For the network of people, the state should provide funds 

to support the establishment of networking forums that have pervasive effects 

on the community consistent with favourable conditions. The costs of 

establishing networks within the community, however, should be shared 

between that community and the state based on the principle of 

responsibility. The sharing ratio may differ depending on t h e  economic and 

financial situations of each community. 

(3) The Set of Rules 

The Buddhist state must found its constitution on the Buddhist principles of 

actions. First, the principle of responsibility emphasizes decentralization in 

economic activities. Secondly, the legal conditional factors must be based on 

the five moral precepts as outlined in Chapter 4. Thirdly, voluntarily 

generous actions should be encouraged through every public means, such as 

advertisement, acknowledgment from society and offering some recognition, 

the taxation scheme, and so  on.  Finally, the process of learning, including the 

cultivation of mental development, should be encouraged in all activities. 

Some applications of these rules are outlined in several earlier 

discussions. For example, the price system should be decentralized and 

flexible. Economic agents should have economic freedom in production, 

exchange and consumption, but with moral constraints. The state has duties 

to ensure that the interest-seeking actions of each agent or institution do not 

cause harm upon the physical environment, nor other members in society. 

(4) The Rule-Enforcing Mechanism 

The constitutions and laws are enforced through two complimentary systems: 

political and administrative. The political system is a mechanism in which all 

members communicate their concerns regarding the common goal of society. 

In turn, the administrative system conducts the duties of the state as  agreed 

upon by members via the political mechanism. 
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-. The political system in the Buddhist state must be based on democracy 

and public consent, with the voluntary election of a leader for the 

administrative sys 3em- It  must be democratic because dt.cttntralization and - 

participation are key factors that allow people to take the most responsibility 

for their actions a s  well as to' learn and transform their understanding of 

phenomena through the process of interaction. Participation leads to the 

establishment of a house of representatives from each community. The 

representative institution is an important forum that facilitates and provides 

communication among communities with regard to administration of the state 

The leader of the administrative system should be elected based on 

hislher virtues or perfection in conduct. Ideally, the leader should personally 

observe the five moral precepts. This quality is required in order to establish 

internal consistency with the constitution, which is also based on the five 

moral precepts. The leader of a Buddhist economy is also required to have 

interaction with virtuous monks and/or spiritual teachers on a regular basis. 

Although the l e a d ~ r  can use the five moral precepts as guidelines in making a 

decision, hislher decision making is yet the process of trial-and-error. The 

continuing interaction with virtuous teachers will allow the leader to 

continuously maintain and progress in morality and knowledge as well as 

mental development. 

In addition, there should be a process in the system to recall the leader; 

a leader of the Buddhist state is not entitled to serve the office for life. The 

house of representatives should be able to ask the leader to resign i f  there is 

very serious poor performance. Alternatively, there should be a term which 

the leader can serve after which a new election would take place. 

The political and administrative systems should also be decentralized to 

place decision making in the regions and communities. In addition, rule- 

enforcement at the community level is not only cost-effective, but also creates 

and facilitates the process of learning within the community. In particular, 

the collection of taxes and public expenditures directly related to the 

community should be decided and managed on community basis (see 3.1.7 on 

taxes). 
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(5) Security Condition 

The ~ u d d h i s t  state must provide security, including economic security, to its 

people. Security in general can be provided through the lawful protection of 

private possessions under the legal and justice system. The Buddhist state 

should also define the property rights of knowledge and technology to foster 

greater knowledge within society. The state should also protect spiritual 

institutions to assist in the cultivation of mental development by its people. 

Considering the security of natural resources, the state should protect bio- 

diversity and the natural ecology to preserve the lives of endangered species 

in addition to maintaining a balance among species in nature. 

Considering the provision of economic security, the state has a duty to 

guarantee a sufficient level of basic necessities to all; that is, the establishment' 

of a social assistance program. As discussed earlier, economic security is a 

necessary condition for the cultivation of mental development. Due to 
0- 

dynamic characteristic and uncertainties, i t  is always possible that an agent 

may need assistance; and a social assistance system can provide economic 

security and reduce anxiety to some extent. A social assistance program is 

also necessary to sustain security in society as economic security can prevent 
22 crimes based on poverty. Therefore, i t  is crucial for each member in the 

Buddhist economy to support one another through a social assistance 

program. In Buddhist society, the program can be funded through both 

public funds and private generosity. 

Based on decentralization, the administration of the social assistance 

program should be at the local community level. The role of the state 

regarding the program is to provide guidelines and financial assistance if 

necessary; that is, when the community cannot rely on its local public finances 

or the generosity of members to provide sufficient economic security to its 

members. Also, financial assistance from the state would be required when 

there are unexpected natural disasters such as floods or earthquakes. In the 

Buddhist state, wealthy communities have a duty to assist poorer ones in 

22 C n r n e s  t h a t  a r e  caused  by greed ,  h a t r e d  a n d  111-wdl, can  be prevented  th rough  a well-functioning 
educa t iona l  sys te rn ' and  th rough  sp i r i tua l  teachings 
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order to help sustain security and stability in the state. This is a basis of 

redistribution of wealth among regions, or a balanced dcveroprnent among 

communities. 

The guidelines for providing social assistance are based on the principle 

of responsibility. There are two levels of assistance: (1) material goods to 

alleviate primary physical suffering, and subsequently (2) tools to acquire 

wealth by oneself (see Chapter 2: 4.4). The first level is to assist the poor to 

meet sustenance requirements so that they are able to conduct a noble. life if 

they wish. This level of assistance includes the provision of basic health care 

such as  a community health-care centre or hospital. The second level of 

assistance is to help that person help himlherself in acquiring income. The 

community should assist in providing the necessary means to earn a living 

based on each person's conditional factors such as  skill, knowledge and the 

physical environment. Examples of the necessary means are: distributing 

seeds or grains to farmers, providing loans with low interest to those in - 
business for investment, or assisting in getting jobs through training or 

providing information regarding the job market." 

The principles of responsibility and harmlessness also provide a 

criterion for se the recipients of social assistance. That is, only those 

who-observe to observe the five moral precepts are eligible to 

receive social assistance. This criterion is necessary to induce members of 

society, whether they are rich or poor, to respect and practice morality. In 

addition, the system should be set up so that i t  can induce each agent to 

voluntarily contribute to the redistnbution of wealth; for example, through 

religious donations, or through income tax deductions for donations - 
( 6 )  The Commitment 

The most important commitment in the Buddhist state is the commitment to 

the principles. Without the principles, the Buddhist state will be only another 
,- 

i 
2 It should  be noted t h a t  t h e  creat ion of jobs by the  s t a t e  is t h e  next  s t e p  a f t e r  p r o v i h n g  basic social 

assistance, a n d  h a s  t h e  objective of assis t ing recipients in  helping themse lves  s o  t h a t  they  do not 
have  t o  rely on t h e  ass i s tance  program forever The s t a t e  in t h e  Buddhis t  economy involves 
f a c h t a t i n g  job creat ion only within the  social assis tance program,  b u t  not in  genera l  
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state. The constitution, once established, should then'not easily be changed. 

The continuity of the constitution also reduces uncertainties, which may give 

rise to instability in the system. Sustainable existence of the Buddhist state 

also dep.ends on the continuity of its natural resources and human wealth 

such as culture, local wisdom, religious beliefs and practice. These factors 

should be protected under the legal conditions. 

In turn, the responsibility of members to the state is to pay taxes. As 

discussed in balanced livelihood, each agent who engages in economic 

activities has duties to pay tax to the state and community in exchange for its 

services. Without revenues, the state cannot perform its functions. Because 

the state is a community of communities, taxes should then be collected on a 

community basis, then transferred to the state in exchange for its services. 

That is, each community has a responsibility to manage its own public 

finances, tax collection and expenditures. Meanwhile, communities should 

establish a clear contract with the administrative system of the state regarding 

transferring taxes and assistance. Similarly to the social assistance program, 

the state should provide the main guidelines for tax collections. 

The state and community primarily collect taxes to cover the costs that 

arise from performing their duties They can also induce the citizen to conduct 

cost-effective and wholesome economic activities through tax-subsidy 

measures. In a Buddhist economy, the state and community can levy income 

taxes on its citizens 'and institutions that create wealth from its activities. The 

range of income taxes should encompass all economic activities related to the 

creation of wealth: wages, profits, rents, dividends and interest. In turn, a 

tax-subsidy scheme can also be used to provide the right incentive for righ& 

actions. I t  should be used to discourage harmful economic activities and 

encourage activities that lead to sustainable wealth maintenance and moderate 

consumption. 

For example, consumption taxes should be levied on commodities not 

required to meet the four basic necessities. The more luxurious a product is, 

the higher the tax rate should be. Tax incentives can also be used to 

encourage firms to provide good working conditions, while tax burdens -can 
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be imposed if it .does otherwise. Taxes should also be levied on activities that 

create pollution or exploit natural resources in excess of the optimal criteria as  

discussed earlier in Chapter 5 .  In turn, the state and community should 

subsidize activities such as education or vaccinations, that indirectly benefit all 

members in society. The state should also encourage generosity in society by 

providing tax incentives for charity and donations towards spiritual 

institutions such as  the temple. These institutions are essential in the 

cultivation of mental development. 

I t  should be,noted that the public finance of the state and community 

should be directed toward a budget balanced over a specified time period. 

Government debt in a dynamic context is incompatible with the Buddhist 

principles for the same reasoning as personal debt, as discussed in Chapter 5. 

The income tax rate and its structure, therefore, should be designed to cover 

necessary public expenditures. Moreover, because the economic conditional 

factors are ever-changing, the tax rates and its structure should .,. . also be able to 

change in harmony with the changing conditions. 

(7) The Process of Learning 

In the Buddhist state, learning along the process of interaction is encouraged 

as  i t  reduces ignorance. Members of the state are encouraged to acquire more 

skill and knowledge through interaction in the market, schooling, training, 

public seminars, conferences, meditation retreats and so forth. In acquiring 

knowledge, an economic agent should establish a balance between the 

knowledge and skill that are useful in managing wealth, and knowledge in 

conduct such as  morality and generosity that are useful in preventing conflict; 

in the process of interaction. Based on the principle of Buddhist justice, each 

member of the Buddhist state has equal accRs to receive basic education and 

knowledge in society. The cumculum of basic education in the Buddhist state 

should thus include both types of knowledge. 

In addition to providing the network of people, the Bu 

has duties to provide basic education to its people. Based on 

responsibility, the state should partially fund or assist in the establishment of 
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community schools or any other educational institutions. This principle also 

applies to the case in which several communities get together to establish 

higher educational institutions such as a university. The Buddhist state also 

has a role in providing assistance funds for research and development that 

reveals new understanding of the causes and effects of human actions on the 

physical environment and society in the short and long term. 

5.2 Some suggestio& on Development in Thailand 

The above discussion outlines a vision of the Buddhist economic system 

including the conditions of the Buddhist state. It provides a basis for the view 

that Buddhist Values do not hamper economic development. On the contrary, 

they provide a broader understanding of how economic development should 

be directed from a long-term and system perspective. The five favourable 

condition's of society characterize a Buddhist economy as secure, prosperous, 

effective, stable and advancing the knowledge base. These conditions also 
> 

characterize Buddhist economic development as sus t a i n a b h  wealth 

management for the ultimate purpose of attaining enlightenment by each 

individual. 

The question is, then, what type of activities should we begin with that 

will lead Thailand toward a Buddhist economy as described above? At 

present, Thailand is facing a critical decision in choosing a long-term vision of 

development. The Eighth National Social Economic Development Plan (1997- 

2001) is the first attempt to develop a vision for the country based on 

substantial input from the public (NESDB 1996). b Decentralization and 

participation are key words in the planning process. Besides this initiative, 

the gradual development of the BEM has provided some hope that i t  may not 

be too late to alter Thailand's development in the direction which the people 

desire, and not only of the government or p a . Ter 

2 4  .& noted ea rhe r  in Chapter 1, the  vlsion and process of planning the Eighth Plan were influenced 
by several leaders and thinkers of the BEM As dlustrated above, the  theoretical framework in th is  
thesis  is compatible with the practice of the BEhl It is not surprising, therefore, t h a t  there  are 
several s irndanties between the contents of the plan and the framework outbned here  
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The Eighth Plan emphasizes human-centered development; economic 

development is typically considered only a means to improve the well-being 

of human beings, not an end' in itself. I t  is considered the first holistic plan in 

the country's history, and h a s  five main objectives: (1) to strengthen the 

potential of people physically, mentally and intellectually; (2) to promote the 

security condition in society, while strengthening community and family; (3) 

to commit to sustainable economic development; (4) to make the best use of, 

while conserving, natural resources and environment; and ( 5 )  to reform the 

administration system by allowing the private sector, NGOs, community and 

the people to have more opportunities to participate in the country's 

development. Nevertheless, because of its nature, the Eighth Plan can only 

provide a vision and strategy for long-term economic development. Without 

reforming the structure of basic institutions, the plan would end up  being 

merely a vision. 

The conditions of a Buddhist state, discussed above, provide the basis 

for reforming many of the basic institutions of society. First, political and 

administrative institutions should be more decentralized. At present, most 

policy planning and policy making is undertaken by the central government, 

and although the process of defining a vision in the Eighth Plan is 

decentralized, the process of implementation is not. Therefore, political and 

administrative institutions should be arranged so that they give more power 

to the community-province, district or village-to manage its own 

development and administer its public finances as discussed above. 

Decentralization also involves the establishment of networks among 

communities. Considering the work of the BEM, in 1989 there were at least 

thirty networks of People Organ~zatlons which comprised about five hundred 

villiges in all regions of the country (Phongphit 1989). Srakoon is one of the 

development model villages that has been the centre for networking among 

villages from the whole country. The formations and the growth of these 

networks should be used as a stepping stone for creating networks among 

communities at different levels in the country. The network will, however, 

have value in practice only when i t  can cause changes in the community 
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toward the right direction such as right livelihood, balanced livelihood, and 

self-reliance regarding economic security. 

The second institution that needs to be reformed is the legal institution. 

The legal system must be reformed so that i t  is responsive to changing 

environments such as  the establishment and growing of a network among 

communities. Further, many community development projects within the 

BEM such as  rice banks, cattle banks, medicine banks, saving groups, or co- 

operative stores, cannot be legalized under the present legal conditions. 

Therefore, they a'ts not protected under the law and therefore no security 

condition protects economic activities. In addition, the institutions of law 

enforcement such. as  police departments and the justice system must be 

reformed so that they can effectively and justly provide security and justice. 

The third institution is the educational system. I t  must be reformed so 

that it can respond to needs within the community, foster knowledge related 

to the management of wealth and wholesome conducts, and conserve morality 

and traditional w i s d ~ m  in society. The present curriculum in the Thai 

educational system has been designed by the central government. Therefore, 

i t  cannot reflect the specific needs of each community that differ because they 

have different conditional factors. The centrally planed curriculum also 

neglects morality and local wisdom that historically is an  inherent part of Thai 

society. The contents of a reformed curriculum should then contain not only 

the basic knowledge necessary in conducting daily life in society, but also 
c 

knowledge regarding conservation of the ecosystem, morality and local 
< $ wisdom. 

Fourth, communities themselves must also be reformed. To be 

coherent with the reform of the political and administration systems, the 

communities should be geared toward a philosophy of responsibility such as 

self-reliance regarding. economic security. Each community should have a 

primary goal of development that fulfills the basic necessities of all members 

as required through a public fund and the generosity of people. I t  should be 

encouraged to establish the social assistance program as well as  networks with 

other communities as discussed above. In addition, traditional values and 
-. 
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wisdom, morality and religious practice should be revitalized in ordcr to 

sustain the identity of a Buddhist economic community. 

Finally, the way we measure development must be changcd from 

numerical GNP to qualitative elements based on the five main favourable 

conditions outlined above. The measurement can be a combination of several 

indexes, negative and positive. The negative indexes include: the crime rate, 

the number of people living in poverty or suffering from malnutrition, the 

depletion rate of nat&al resources, costs of air and water pollution, and per f 

capita expenditure on the administration of the. community. The positivc 

indexes include: the accessibility rate to basic health care; per capita number of 

doctors, nurses and hospital beds; per capita public and private expenditure 

on infrastructure such as transportation and communication; per capita public 

and private expenditure on human capital formation such a s  basic education, 

higher education, research and development, training and seminars; per capita 

donations within the community; and the number of people attending dharma 

teaching events or practicing meditation. 

The final question is how to make reform happen. The answer lies in 

public awareness. Recalling the Buddhist methodology discussed in Chapter 

2, the first step 1s to raise awareness of the majority of people so  that they 

recognize existing problems. The public must be urged to share the 

recognition that the way country has developed in recent decades has caused 

considerable social problems. The problems arise from modem development; 

some examples are outlined in Chapter 1. The problems must be taken 

seriously within the political arena and among the general population before 

further action can be taken. 

The next s tep is to diagnose the cause. Based on the theoretical 

framework, all problems are inter'connected and have a common source: that 

is, ignorance. To ignore or purposely close the mind to understanding the 

existing problems of the country is also considered a cause. Regarding the 

socio-economic problems in Thailand, the analytical framework explains the 

cause of the problems as incomplete knowledge regarding the causes and 

effects of economic activities on the ecosystem and on society. Causes and 



effects in this regard should be explored through public events so  that they 

raise public awareness. Once public awareness is established, perception will 

change and actions will follow naturally. 



Chapter VII 

Concluding Remarks 

In presenting an outline of the Buddhist economic theory and system the study 

has tried to bring together into a coherent view the Buddhist philosophy and the 

practice of Buddhist economic development. This final chapter will try to indicate 

its contributions by summarizing the presentation of the study. Along with the 

summary, a few comments will be made to clarify several points about the 

conceptions of Buddhist economics. Finally, the chapter outlines the limitations 

of the study, including a few suggestions for further research. 

Summary of Contributions 

The study has tried to present the outlines of Buddhist economics in a systematic 

way corresponding to Buddhist methodology while being coherent with its 

philosophy. It first laid out the fundamental principles in Buddhism: the Four 

Noble Truths. As the volumes of Pali texts is quite enormous, the teachings are 

often perceived as complicated and difficult to comprehend. The fundamental 

principles outlined in Chapter 2 have attempted to offer a clear and consistent 

description of the teachings. The fundamental principles illustrate the Buddhist 

view of the world and phenomena and a well-defined system of ethics including 

social'ethics in Buddhist teachings. The ethics form the Buddhist ways and 

means of living an economic life in harmony with the true nature of phenomena. 

They are the basis for developing a theory of Buddhist economics. The search for 

ethical foundations on which to construct a Buddhist economic theory should 

have given some insights into the study of Buddhism. 

The study then surveyed the literature related to the search for Buddhist 

economics. Within the scope of methodology-doctrina1 interpretations-it has 

found that recent literature has encompassed several topics, but only few directly 

and explicitly investigate Buddhist economics. Some attempt to reinterpret the 
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teachings to obtain theological perspectives on political movements in Theravada 

countries. Others try to clarify the relationship between Buddhist ethics and 

economic activities. Those that directly focus on Buddhist economics are written 

by Buddhist monks and thus emphasize what should be done but without 

offering an analytical framework from which the suggestions are derived. In 

general, the Pali texts are used in bits and pieces fashion. And there has not 

been a development of building blocks that can be used as an analytical tool of 

economic analysis or from which to derive policy implicaticns. To fill this gap in 

literature is considered the most important contribution of this study with respect 

to the study of Buddhist economics. 

A concept of Buddhist socialism in the literature should be noted here for 

clarification. Because Buddhist teachings cover a wide range of topics, there is a 

question of to what extent the sangha institution can be viewed as an ideal 

setting for the lay community. My personal viewpoint is that i t  is rather 

consistent with teachings to consider the sangha as part of the interdependent 

system of a Buddhist society. The major role of sangha in society is to be an 

example of a peaceful way of life that has arisen from the practice of non- 

attachment to wealth. If there is public consent to restructure the basic 

institutions such as the property rights in the lay community according to the 

sangha rule--common proper ty4nd  the process is a voluntary mechanism, then 

that type of society is compatible with the Buddhist principles. 

Based on the fundamental principles and the contributions of existing 

literature, the study has tried to set forth a theoretical framework for Buddhist 

economics. The framework aims to enable us to understand how Buddhism 

views the world especially economic phenomena and human nature. The 

positive theory offers a set of three fundamental axioms--non-self, impermanency 

and unsatisfactoriness-as coherent explanatory hypotheses. I t  also proffers 

directional predictability of economic activities in a complex, ever-changing and 

interdependent system. In this framework, a human being is viewed as a part of 

the interconnected whole, while being ignorant, and urged to conduct an action 

to eliminate primary physical suffering and/or mental unsatisfactoriness. Because 

of ignorance and interdependency of the system, an action is not always effective 
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in achieving an  end, but rather has a tendency to cause more unsatisfactoriness 

as  well as  instability in the sy;tem. I t  is effective if an action gives rise to true 

well-being and helps a n  individual to progress in the right direction. Consistent 

with the fundamental axioms, the normative theory suggests the guiding 

principles for choosing effective actions: responsibility, harmlessness, generosity 

and discernment. While, of course, the theoretical framework is not a fully 

satisfactory theory, i t  offers, I believe, an alternative to a standard neo-classical 

economic theory in both analyzing economic activities and suggesting policy 

implementations. In addition, the method used in the study to integrate 

Buddhist ethical values into a model of economic behaviour should contribute 

som'e new insights into socio-economic study. 

Based on the theoretical framework, the study outlines economic activities 

consistent witit the Buddhist principles of actions. The first activity, acquisition 
I 

of wealth, that is subject to Buddhist ethical constraints is called tight livelihood. 

The constraints comprise ( i )  cost-effectiveness in utilizing natural resources and 

material goods in the physical environment and (ii) the righteousness regarding 

products, actions and persons. Based on the constraints, the optimal production 

is that level of production needed to meet the sufficient level of basic necessities 

for all members in society. The next activity, protection of wealth, is related to 

the principles of justice in a Buddhist economy. The study has derived the 

principles of Buddhist justice as well as the concept of Buddhist fairness 

consistent with the theoretical framework. These principles provide a vision of 

the basic structure of Buddhist society. In addition, protection of wealth 

consistent with the principles compels the sustainable wealth management in 

Buddhist economy. Finally, the last activity, the utilization of wealth, consis tent 

with the principles is called the balanced livelihood and has two aspects: 

debtlessness and non-attachment. Balanced livelihood provides a basis for 

distributioGof wealth in a Buddhist society based on  moderate consumption and 

voluntary sharing of wealth. The outline of these activities contributes in 

characterizing broad contours of a Buddhist economy. 

Finally, the study outlines the characteristics of major economic 

institutions, both market and non-market, in a Buddhist economy. Economic 
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institutions are established to provide favourable conditions that can assist its 

members to effectively end unsatisfactoriness and eventually attain 

enlightenment. In a Buddhist economy, the decentralized market can be used to 

effectively allocate scarce resources, among alternative uses, but has limits in 

providing the necessary information to assist the individual in choosing an action- 

choice in the right direction. In a Buddhist economy, non-market institutions 

such as the firm, community and state, are established to supplement the 

functions of the market. The study has laid out the main conditions of non- 

market institutions consistent with the principles and discussed how they can 

provide favourable conditions in society. As a result, i t  has confirmed that ( i )  

Buddhist principles foster positive actions in developing the economy from the 

long-term and system perspective; and (ii) the practices of the Buddhist Economic 

Movement in Thailand are cohpatible with the principles of Buddhist economics. 

And finally, it offers some suggestions regarding institutional reform in Thailand, 

should i t  choose to develop a Buddhist economy. The discussion regarding 

institutions is beneficial in providing the theoretical framework for Buddhist 

economic development, particularly in Thailand. 

Limitations of the Study and Suggestions for Future Research 

There are, nevertheless, some limitations of the thesis. Because the thesis aims 

primarily to offer an outline of the Buddhist economic theory and system, the 

discussion is, therefore, relatively limited. Although the theoretical framework 

for Buddhist economics consistent with Buddhist principles is developed, i t  does 

not provide an extensive discussion regarding applications of the theory. The 

outline of economic activities and BuddQst economic institutions is quite brief 

considering its importance in illustrating a Buddhist economy in practice. This 

limitation opens room for further research. 

There are three areas of possible further research: comparative studies, 

development of specific models for analytical purposes, and applications of the 

studies. First, a theoretical framework for Buddhist economics offers a 

benchmark model that can be used in comparative studies. Possible areas of 

further studies include: comparative religions, comparative justice systems and 
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comparative economic paradigms. The study has attempted to show that 

principles of Buddhist economics are somewhat comparable with Rawlsian justice 

and Daly and Cobb's (1989) conceptions of economy toward community based on 

Christian beliefs. These comparative studies should be further discussed in 

details. For example, a comparison between the policies for communities in Daly 

and Cobb's framework and the ionditions of the Buddhist state, or between the 

four functions of the state in Rawlsian framework, and the five main functions of 

the Buddhist state. Possible comparative studies with respect to economic 

paradigms include Herbert Simon's (1955, 1959) concept of bounded rationality in 

which individuals have incomplete knowledge in making an  action-choice, dr 

Armen A. Alchian's (1950) treatment of the problem of uncertainty in economic 

theory. The principles of Buddhist economics are also comparable to Edwards 

Deming's (1986, 1993) philosophy of Total Quality Management (TQM), in 

particular, the practice of the traditional Japanese firm. In addition, i t  is also 

possible to be comparable to Fritjof Capra's (1973, 1982, 1996) conceptions of 

deep ecology. 

The second possible research area is to extend the theory further. The 

development of a specific model such as a game-theoretical framework is 

encouraged. The game-theoretical model would bring out the significance of 

ignorance as a main cause of problems in interactions among agents in society. 

The model by its nature will be useful as a concrete tool to consider a small range 

of phenomena while reaching the same qualitative conclusions. 

Finally, there are several possibilities regarding the application of principles 

of Buddhist economics. In addition to the few applications conducted in this 

thesis, further discussion regarding policy determinations will be useful in 

applying the principles into practice. Examples are: an  application of Buddhist 

guidelines for sustainable wealth maintenance; the optimal scale of 

decentralization regarding political and administrative institutions; the taxes and 

subsidy policies in the Buddhist state; and the development of indexes to 

measure development based on the principles. In particular, the principles can 

also be used to assess the new Thai constitution, which passed the House of 
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Representatives in October 1997, whether i t  is conducive to develop a Buddhist 

economy in Thailand. 

I would like to 'end the thesis with enlightening phrases from the 

Dhammapada (14: The Man Who Is Awake). 
4 - -. 

Hard zt rs to be born, 
i- 

khrd  zt zs to Irve, 

Harder still to hear of the way, 

And hard to rise, follow and awake. 

Yet the teaching zs simple. 

Do what is right. 

Be pure. 

At the end of the way ci freedom. 

Till then, patience. 
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Appendix A 

d 

Theravada Buddhism and Other Schools 

There are many approaches that explain the differen& between Theravada 

Buddhism and other schools, in particular, the Mahayana School. There are 

many criteria used to explain the differences between the two main schools. 

The diffeences, however, may create confusion because there is no consensus 

among them. To understand the similarities and differences between the two 

main schools, we discuss each criterion as follows. I 

1. Geographical Division 

Division by geographical criteria is the most general division between the two 

schools. Under this criterion, Theravada and Mahayana are divided into the 

northern school and the southern school. In this case, Theravada is a 

Buddhist sect that covers Sri Lanka, Burma, Thailand, Laos, and Cambodia. 

The Mahayana is a northern school that covers Tibet, Mongolia, China, Korea 

and Japan. 

2. The Central Texts 

This thesis uses the criterion of the central texts to justify the differences 

among schools. The teachings in Theravada Buddhism is based upon only the 

Pali Canon which is said to contain the oldest texts in Buddhism (Lopez 1995, 

and Williams 1989). Meanwhile, most schools in the Mahayana sect may take 

the Pali texts as an authority, they also base their teaching on other texts 

which are mainly written in Sanskrit. The differences among sects within the 

Mahayana school are the central texts that each school emphasizes. For 

example, the Vajrayana sect within Tibetan Buddhism uses both the Pali Texts 

and the Tantra. The Nichren school, however, bases its teaching on the 

Lotus Sutra, whose contents are very different from the Pali Texts. From the . 
central texts criterion, the Nichiren school is fundamentally different from 
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Theravada, whereas the Tibetan has some similarities regarding the essence of 

the core teachings. 

To understand the implications of the differences in the central texts, 

we have to trace through records in Buddhist history. During the end of IOng 

Asoka reign (230 BCE) in India, a major rupture occurred within the Buddhist 

community (Williams 1989). This rupture caused the sangha to be divided 

into two principal streams: the 'Elders' and the 'Majority'. The Elders school 

is believed to be the root of Theravada which literally means 'Words of the 

Elders.' Meanwhile, the majority later became known as  the Mahayana 

tradition, which means 'the Greater Vehicle.' To resolve the doctrinal dispute, 

the third council since the Buddha's passing was called; the Pali Canon again 

was recited with an  additional note referring to the doctrinal differences 
1 among all Buddhist sects then. However, the division between the 'Elders' 

and the 'Majority' could not be resolved but instead has become official since 

then (Ba tchelor 1994). 

There was another council of Bothisattvas, or those beings who have 

vowed to become perfect Buddhas (Williams 1989). As late as the fourth to 

fifth century CE, this Bothisattva council recited and authorized the collection 

of discourses that have become the basic texts of Mahayana tradition. 

Although the Mahayana acknowledges the Pali texts as legitimate, the 

converse does not hold: Theravada does not recognize the legitimacy of the 

Mahayana texts. The differences in attitude towards the different texts are 

based on the different views regarding the Arahats and the Bothisattvas. 

In Theravada Buddhism, there are three ways of realizing 

enlightenment: the Perfect Buddha who reaches enlightenment by himself and 

subsequently teaches others, the Pacceka Buddha who reaches enlightenment 

by himself but does not teach others, and the Savaka (disciple) Buddha, so- 

called the Arahat, who reaches enlightenment by following the instruction of 

the Perfect Buddha or his teachings. I t  is said that the Pali Canon was 

established at the first Buddhist council by all the Arahats as early as 100 days 

after the Buddha's passing; all the Arahats of this council are the enlightened 

The Ca thava t tu ,  the  last  section In the Pah Canon, is a collect~on of all the doctrinal l f f e rences  
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beings. Therefore, Theravada Buddhism treats the Pali Canon as  the only 

texts which are based on the enlightened ones and most truthful to the 

original teachings of the Buddha. 

Further, Theravada maintains that the Bodhisattavas are beings who 

vow to become a perfect Buddha, but they have not yet realized 

enlightenment.' Therefore, by definition Bodhisattavas are not enlightened 

until they become Buddhas from Theravada perspective. Meanwhile, 

Mahayana Buddhism believes that there are such beings as  the enlzghtened 

~ a d h  ~ s a  t tavas . While Mahayana believes Bodhisat tavas can be fully 

enlightened, they also believe that becoming a Savaka, or an arahant, is only 

one step towards becoming a Perfect Buddha. Therefore, these Arahats still 

have to tread the path of the Bodhisattava to reach that state from Mahayana 

perspective. I t  should be noted that there is no record whether the 

Bodhisattavas in the Mahayana council were the enlightened Arahats or 

unenlightened beings who vowed to become the Perfect Buddha in the future. 

3. The Ordering of Spiritual Priorities 

This criterion has been accepted as a way to distinguish between the two 

schools, especially from the Mahayanan point of view. This criterion is also 

based on the concept of the Arahant and the Bodhisattava. Because the 

ultimate goal of religious practice in Mahayana is to become a Bodhisattava, i t  

provides a ground for Mahayana to develop as a distinctive different view of 

what Buddhist practices should be. The central idea in Mahayana is said to be a 

'the gospel of universal salvation based on the concept of the fundamental 

oneness af all beings' (Williams 1989). Mahayana, therefore, emphasizes 

intentions dominated by compassion to save every being from suffering in 

samsara. 

2 X.III .101,  most teachmgs 1n the  J a t a k a  confirm this  vlew I am grateful to Ven Sona of Pemberton 
Forest Monastery. B.C , for pomting out this issue and indeed for enabhng me to unders tand the 
core issue i n  the df ferences  among schools 

3 The Lotus Su t r a  
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From the Mahayana point of view, the practice of Theravada aims on4y 

at the enlightenment for oneself.'l I t  is true that the first priority in Theravada 

Buddhism is to attain one's enlightcnment through a strict practice of 

morality, concentration and wisdom as means to change one's attitude 

towards the wor1d.j This is because Theravada emphasizes transforming 

oneself rather than helping others while one is still deluded.  oreo over, this 

ordering of priorities does not preclude the acts that benefit both oneself and 

others. The act of morality and generosity can benefit both oneself and others 

in a society. Further, i t  is believed that as  one gains more insight into the true 

nature of life, this will naturally lead to compassion towards others. The 

compassionate action of individual consistent with the principles is said to 

create benefits to everyone without harm. By contrast, compassion without 

wisdom, or actions based on delusion may cause harm for both oneself and 

others. 

4. Monastic and Messianic 

I t  has been perceived somehow that Theravada is primarily a monastic 

Buddhism, where Mahayana is rather messianic. This division may arise from 

the practices in some Mahayana schools, such as the Nichiren, which mainly 

rely on chafiting for ~ a l v a t i o n . ~    he Pure Land sutra which emphasizes 

praying to the Amidha Buddha for salvation has shifted the emphasis of 

purification path from the individual's actions, to help by a n  external entity. 

Since there is no absolute God in Buddhism, the act of praying to the 

particular Buddha for salvation can not be identified as the path in Theravada. 

However, this criterion seems to be confusing. There are monastic 

traditions in both Theravada and Mahayana sects, although there may be 

differences in monastic rules for monks and nuns in different traditions. 

This view induced the  Mahayana to call the Theravada, 'Hlnayana.'  the lesser vehicle 

5 The emphasis on transforming oneself into a wise person as  the first p n o n t y  in Theravada 
Buddhism can be traced back to many teachings In the Pah Texts For example. Dhammapada 
(166) s ta tes  tha t .  "Let no one forget his own good for the sake of other's, however great i t  is, let a 
man ,  after  he has  dtscerned what thls  good IS, be ever intent upon it " 

See E .I Burtt (1982), Batchelor (1994), Lopez (1995) for more d e t d s  on dtfferences between the 
two schools 
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Moreover, the path of practice in-Theravada does not exclude laypeople, nor 
7 is it monopolized by monks and nuns. In both schools, the Noble Eightfold 

Path is taken as a way of life towards enlightenment for all who practice it. 



Appendix B 

Classifications of Suffering 

Based on the Buddhist definition of human beings, suffering has two classes: 
1 physical suffering and mental unsatisfactoriness. Physical suffering can be 

divided into two categories: primary physical suffering and unsatisfactoriness 

related to physical body. Primary physical suffering is a form of suffering that 

can be alleviated by some form of material wealth. Hunger, under- 

nourishment, thirst, injury, being exposed to unbearable weather conditions 

are examples of primary physical suffering. In contrast, unsatisfactoriness 

related to physical body is a form of suffering that cannot be avoided or 

eliminated by material well-being. For example, the desire to not get old or 

look old, or the desire to not die. Aging and death are natural phenomena of 

human life. Despite the wealth one possesses, nobody can 

phenomena. This form of unsatisfactoriness cannot be alleviated by economic 

well-being. In Buddhism, i t  can be eliminated only by accepting the natural 

impermanency of human life, and developing the attitude of non-craving and - 
non-clinging. 

Mental unsatisfactoriness includes feelings of sorrow, lamentation, 

pain, distress, despair, being with or getting things one dislikes, separation 

from things one likes, not getting what one desires. Mental unsatisfactoriness 

arises under three types of situations: (1) having painful feeling: or getting 

what one dislikes, (2) ending of pleasant feelings or not having what one 

D 32. In Buddhism, both material and mental happiness are ultimately considered as suffenng if it 
1s condtloned by something, craved for, and attached to. Thls 1s because the s ta te  of condtioned 
happiness is also impermanent. If a person craves for the feeling of happiness, or wants i t  to last 
fo&ver, heishe w d  suffer when it ends. The Buddha stated that as  there is happiness in the 
world, beings become attached to i t ;  but as there 1s suffering in the world, beings become weary 
with the world and want to be liberated from l t  



2 desires, and (3) being dissatisfied with neutral feelings. Table B?I below 

illustrates classifications of suffering in human life. 

Table B . l :  Classifications of suffering in human life .. 

State 

of 

physical 

body 

Men ta I 

related to 

Fix- senses 

neutral 
unpleasant 

primary 
physical 
suffering 
pleasant 

unpleasant 
- - 

mental 
unsatisfac- 

toriness 
pleasant 

neutral 

normal 
bodily pain, 

sickness, 
aging 

satisfactory 

distress, 
grief, 

sorrow, 
lamentation 

joy , happy, 

satisfaction 

indifferent 

eauanimitv 

Characteristics 
bearablelhealthv 
primary physical 

suffering 
unsatisfactoriness 

related to the bod 
.................................................... 
having physically 

leasan t feelings ... E .- ................................... 
ending of physical 

suffering 
being with/getting 

unpleasant 
experiences 

................................................... 
the end of or 

desire for pleasant 
experience 

being witwhaving 
likable things 

end of unpleasant 
experiences 

without 
knowledge .................................................. 

with knowledge 

Examples 
inaction 

hunger, thirst, injury 

not wanting to die 

exercise, tasty food 

end of an illness 

being with disliked 
persons, job insecurity, 
depart from or loss of 

loved ones,. .. ........................................................................ 
desire for more 

possessions, desire to be 
with loved ones 

listening to nice .music 

end of cold weather 

confusion 

enlightenment 

A n e u t r a l  feehng  based  on d s c e r n m e n t ,  so-called equanimi ty  in  Buddhism, is a m o s t  desirable  
feehng  accordmg to Buddhis t  pnnc ip les  Destrable, because a n  e q u a n i m o u s  m i n d  does not 
f luc tua te  wt th  t h e  c h a n g m g  con&tions. it  is a  high level s t a t e  of m e n t a l  well-belng 


