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Abstract: This paper examines the enduring relevance of St. Thomas Aquinas’s economic 
philosophy—specifically his concepts of the "just price" (justum pretium) and the 
prohibition of usury—within contemporary regulatory and financial frameworks. While 
modern economic theory largely relies on subjective value and market clearing 
mechanisms, Thomistic ethics grounds economic exchange in commutative justice and the 
common good. This study explores how Aquinas’s dual skepticism toward marketplace 
exploitation and unearned capital accumulation translates into modern legal instruments. 
By contrasting the efficiency-driven, consumer-welfare model of the United States with 
the social-market orientation of the European Union, this paper evaluates how 
contemporary interventions such as price-gouging legislation, antitrust enforcement, 
consumer protection laws, and credit regulations reflect, adapt, or depart from medieval 
scholastic principles. Furthermore, the study incorporates a comparative analysis of 
Islamic commercial jurisprudence (Fiqh al-Mu'amalat) and modern Islamic Finance—
demonstrating how non-Western asset-backed frameworks operationalize parallel anti-
usury and risk-sharing mandates in the contemporary global economy.  

Keywords: Aquinas, Just Price, Usury, Opportunism, Ethics, Regulation, Western Finance, 
Islamic Finance. 

 

INTRODUCTION 

The intersection of moral theology and economic theory has experienced a renewed 

scholarly and regulatory urgency in the wake of twenty-first-century economic crises. From 

the volatility of pandemic-era supply chains and soaring housing markets to predatory 

consumer lending and monopolistic corporate behavior, modern economies continually 

grapple with a fundamental question: When does a market price or financial transaction 

cease to be fair? Long before the advent of classical economics, market equilibrium, or 

modern regulatory agencies, medieval scholastic thinkers—most notably St. Thomas 

Aquinas—systematized an ethical framework designed to govern exchange, protect the 

vulnerable, and preserve the moral fabric of the community.  

 Aquinas’s economic thought, articulated primarily within the Summa Theologiae, 

centers on two major pillars: the doctrine of the just price and the strict prohibition of 

usury. Grounded in Aristotelian philosophy and Christian ethics, Aquinas viewed commerce 

not as an amoral mechanism of supply and demand, but as a moral act bound by 

commutative justice. Transactions required an objective sense of proportional fairness, and 

any attempt to capitalize on a vulnerable buyer's desperate need—or to extract profit purely 

through the sterile passage of time via monetary loans—was condemned as unjust.  
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 While the rise of modern capitalism fundamentally dismantled the literal 

enforcement of canonical pricing and interest bans, the underlying philosophical anxieties 

that drove Aquinas's work remain acutely relevant. Contemporary states continually 

intervene in markets to curb perceived injustices, yet they do so through starkly divergent 

legal and philosophical lenses. Moreover, these moral restrictions on capital are not unique 

to Western scholasticism; parallel traditions in Islamic commercial law (Fiqh al-Mu'amalat) 

have continually forbidden Riba (usury) and excess risk-taking, developing an active, 

alternative financial system that directly operationalizes asset-backed, risk-sharing 

paradigms.  

 This paper bridges the gap between medieval scholasticism, alternative religious 

financial paradigms, and modern political economy. It proceeds in three analytical stages 

(supplemented by an illustrative Appendix):  

1. Description & Comparative Foundations: It reconstructs Aquinas’s original 

conceptual framework—examining the theological and philosophical foundations of 

justum pretium and the usury prohibition—and draws parallel connections to Islamic 

jurisprudence regarding Riba, risk-sharing, and prohibition of speculative gain.  

2. Critical Analysis: It critically evaluates the internal coherence of the Thomistic 

model against classical and modern economic theory, addressing critiques 

surrounding subjective value, time preference, and capital productivity, while 

noting where modern institutional economics validates scholastic concerns.  

3. Regulatory & Practical Implications: It investigates how these ancient concepts 

manifest in modern legal regimes—contrasting the efficiency-focused approach of 

the United States with the socio-economic framework of the European Union—and 

analyzes how modern Islamic Finance provides a practical, institutional alternative 

to interest-bearing debt.  

 Ultimately, this study argues that while medieval scholasticism cannot—and should 

not—be mapped directly onto complex global financial systems, Aquinas’s insistence on 

structural fairness and the common good offers a vital critical vocabulary for evaluating 

twenty-first-century economic policy.  

 

SECTION 1: THE CONCEPTUAL FRAMEWORK OF JUSTUM PRETIUM AND USURY 

The Aristotelian and Patristic Foundation 

To comprehend St. Thomas Aquinas’s economic philosophy, one must first locate it within 

the broader intellectual synthesis of the high Middle Ages, where moral theology and social 

philosophy were inextricably linked. Aquinas did not invent the anxiety surrounding market 

exchange; rather, he systematized centuries of Patristic suspicion toward commerce, fusing 

it with newly rediscovered Aristotelian philosophy. Early Church Fathers—including St. 

Augustine, St. Ambrose, and later canonical compilers like Gratian—frequently viewed trade 

(cauponatio) with moral peril. Influenced by the biblical narrative of the temple merchants 

and the ascetic ideals of early monasticism, patristic writers suspected that the merchant's 

drive for profit inherently subordinated spiritual community values to individual greed 

(Noonan, 1957). 
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 This moral framework underwent a profound transformation in the thirteenth 

century with the recovery of Aristotle’s Nicomachean Ethics and Politics. Aristotle provided 

Aquinas with a rigorous taxonomy of justice that allowed for an analytical approach to 

economic life. Central to this framework is the distinction between distributive justice 

(justitia distributiva) and commutative justice (justitia commutativa). 

• Distributive justice governs the proportional allocation of common goods, honors, 

and burdens among members of a community by a governing authority, according to 

criteria such as merit, need, or status. 

• Commutative justice, by contrast, regulates voluntary and involuntary exchanges 

between individuals. It demands a strict arithmetic equality or equivalence between 

what is given and what is received (Aquinas, c. 1265; Gordon, 1975). 

 Aquinas adopted this Aristotelian division and elevated it to a theological imperative. 

For Aquinas, any market transaction is fundamentally an act of interpersonal exchange 

governed by commutative justice. Because humans are social creatures bound by a mutual 

obligation to seek the common good (bonum commune), an economic transaction cannot be 

treated as an amoral zone governed solely by individual whim or raw power. Instead, it must 

respect the intrinsic dignity of the other party and maintain social harmony. 

 

Mechanics of Justum Pretium (Summa Theologiae, II-II, q. 77) 

Aquinas addresses the ethics of buying and selling directly in Summa Theologiae (Secunda 

Secundae, Question 77). The centerpiece of this inquiry is the doctrine of the just price 

(justum pretium). Aquinas asks whether it is lawful to sell a thing for more than it is worth. 

His response establishes a delicate balance between market realities and moral constraints. 

 Aquinas begins by affirming that the price of a good is fundamentally determined by 

the common estimation of the market—what he terms the common estimation (communis 

aestimatio). He recognizes that value fluctuates based on the utility of the item, its 

scarcity, and the labor required to produce it. Therefore, a just price is not a fixed, divinely 

ordained absolute written into scripture; rather, it is broadly derived from what the 

community collectively values an item at under normal conditions (Aquinas, STh, II-II, q. 77, 

a. 1). However, Aquinas introduces severe moral constraints regarding how parties arrive at 

that price: 

1. The Prohibition of Fraud and Concealment: Commutative justice is violated if a 

seller deliberately conceals structural defects in a commodity (e.g., selling a lame 

horse as sound) or misrepresents its quality. The buyer has a right to expect an 

equivalence of value, and deception breaks the moral trust essential for communal 

commerce. 

2. The Exploitation of Vulnerability (Accidental Advantages): A particularly crucial 

Thomistic nuance concerns transactions where one party experiences an extreme, 

accidental emergency. Aquinas considers the classic scenario of a merchant arriving 

at a famine-stricken city with grain. The desperate citizens are willing to pay an 

exorbitantly inflated price because starvation is imminent. Does the merchant 

commit an injustice by charging this peak market rate? Aquinas argues that while 

the merchant is not strictly required to sell below the general market price if they 



Vol. 13 No. 08 (2026): Advances in Social Sciences Research Journal 

Scholar Publishing 

 

 
 

 

    Page | 81  

 

did not cause the famine, charging an inflated price above the general market value 

purely to exploit another’s catastrophic distress is unjust. The seller is capitalizing 

on the buyer’s vulnerability rather than the intrinsic utility or cost of the good. 

 Through these strictures, Aquinas seeks to prevent market power and asymmetric 

desperation from dictating economic outcomes, insisting that economic transactions 

preserve social equity. 

 

The Theology of Money and the Usury Prohibition (Summa Theologiae, II-II, q. 78) 

If the doctrine of the just price governs the exchange of goods, Aquinas’s prohibition of 

usury (mutuum) governs the temporal exchange of money. Contained in Summa Theologiae 

(Secunda Secundae, Question 78), the usury ban represents one of the most influential 

economic doctrines of the medieval era, heavily shaping European legal and financial 

institutions for centuries. Aquinas’s condemnation of usury—defined strictly as charging 

interest on a loan of money—is likewise rooted in Aristotelian teleology. Aristotle had 

observed that money was invented for a specific, natural purpose: to serve as a medium of 

exchange (pecunia) and a standard of measurement for goods. Because money’s primary, 

natural use is its consumption or expenditure in trade (when you spend money, you give it 

away to acquire something else), money is classified as a "fungible" good. 

 Aquinas builds on this by arguing that charging interest for a monetary loan is 

fundamentally unnatural because it attempts to separate the use of money from the money 

itself: "To take usury for money lent is unjust in itself, because this is to sell what does not 

exist, and this evidently leads to inequality which is contrary to justice" (Aquinas, STh, II-II, 

q. 78, a. 1). 

 To illustrate this, Aquinas contrasts money with durable goods like a house or a 

horse. When a person rents a house, the owner retains ownership of the underlying structure 

while granting the tenant the right of use; the house endures through time, making a rental 

fee legitimate. However, money is consumed in its very use—its primary function is spent 

the moment it is deployed. Therefore, to charge a borrower the principal plus an extra fee 

purely for the passage of time is, in Aquinas’s view, equivalent to "selling the same thing 

twice"—charging for the money and charging for the mere use of that money. 

 Furthermore, medieval canon law viewed usury as a violation of Christian charity 

and commutative justice because it allowed lenders to extract unearned, risk-free profit 

from the financial distress of borrowers. While the church eventually recognized certain 

extrinsic titles allowing for compensation (such as lucrum cessans—lost profit—or damnum 

emergens—emergent loss), the core philosophical premise remained: capital accumulation 

detached from productive labor, risk, and structural fairness was morally corrupting 

(Noonan, 1957; Toso, 2004). 

 

The Islamic Parallel: Riba, Risk-Sharing, and the Prohibition of Usury 

While St. Thomas Aquinas was synthesizing Aristotelian philosophy with Christian canon law 

in Western Europe, Islamic jurisprudence (*Fiqh*) had long established a rigorous, legalistic 

framework governing trade and monetary transactions. Central to Islamic economic ethics 

is the categorical prohibition of *Riba*—commonly translated as interest or usury—
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prominently condemned in the Quran (e.g., Surah Al-Baqarah 2:275–279) and Hadith 

literature (Prophetic traditions) (El-Gamal, 2006). 

 Similar to the Thomistic objection that money is fundamentally a medium of 

exchange rather than a productive commodity in itself, Islamic commercial law (*Fiqh al-

Mu'amalat*) dictates that money has no intrinsic utility (*thaman*). In classic Islamic 

jurisprudence, money cannot be sold for money of a different value over time, as this 

constitutes *Riba al-Fadl* (excess in exchange) or *Riba al-Nasi'ah* (excess due to delay) 

(Khan, 2013). To generate legitimate profit (*Ribh*), capital must be tied to tangible real-

asset transactions, productive trade, or shared economic risk. 

 Where medieval scholasticism sought to regulate interest primarily through moral 

philosophy and canon law prohibitions, Islamic jurisprudence developed a legal framework 

rooted in risk-sharing (*Ghurm*) and profit-and-loss sharing (*Al-Ghunm bi al-Ghurm*). 

Islamic law strictly forbids unearned gain derived purely from the time value of money 

without the lender bearing asset ownership or market risk. Furthermore, Islamic commercial 

law prohibits *Gharar* (excessive uncertainty or ambiguity in contracts) and *Maysir* 

(gambling/speculation)—precepts that closely mirror Aquinas’s insistence on transparency, 

commutative justice, and the prohibition of exploiting informational asymmetries in trade 

(Siddiqi, 2004). 1 

 

SECTION 2: Critical Analysis: Internal Coherence, Subjective Value, and Market 
Realities 

The Marginalist Revolution and the Subjective Theory of Value 

When St. Thomas Aquinas’s framework of the justum pretium is evaluated against modern 

economic theory, it encounters a profound paradigm shift: the Marginalist Revolution of 

the late nineteenth century. Classical economists like Adam Smith, David Ricardo, and Karl 

Marx still grappled with objective cost-of-production theories of value, often measuring 

worth by labor inputs. However, the marginalist breakthrough—spearheaded by Carl Menger, 

William Stanley Jevons, and Léon Walras—shattered the notion that economic value is an 

intrinsic, objective property residing within a commodity (Menger, 1871; Jevons, 1871). 

 Neoclassical economics posits the subjective theory of value, asserting that value 

does not exist independently of human consciousness. Instead, an object's worth is entirely 

determined by its marginal utility—the subjective satisfaction an individual consumer 

derives from consuming one additional unit of that good under conditions of scarcity. From 

this vantage point, a fixed, objective "just price" independent of fluctuating individual 

preferences becomes an intellectual impossibility. 

 According to mainstream economic theory: 

• Market-Clearing Mechanisms: Prices act as vital informational signals. When 

demand for a good spikes or supply contracts, rising prices coordinate decentralized 

economic actors, signaling producers to increase output and incentivizing consumers 

to conserve resources (Hayek, 1945). 

                                            
1 A hypothetical contract / example based on Modern Islamic Finance may be found in the Appendix. 
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• The "Just Price" Fallacy: Neoclassical theorists argue that attempting to cap prices 

below market equilibrium or override subjective valuation creates market 

distortions, resulting in chronic shortages, black markets, and misallocated 

resources. In a purely market-driven paradigm, voluntary exchange is inherently 

efficient and just by definition, provided fraud is absent; if two rational actors 

willingly agree on a price, both parties have maximized their utility. 

 

The Time Value of Money and Capital Productivity 

Just as modern value theory challenges the just price, modern financial economics directly 

subverts the medieval prohibition of usury. The Thomistic framework conceptualized money 

as a sterile medium of exchange, a view inherited from Aristotle. However, the evolution 

of commercial capitalism transformed money from a static medium into dynamic capital—

an active, productive factor of production (Schumpeter, 1954). 

 The classical critique of the usury ban gained rigorous theoretical footing with the 

work of economists like Eugen von Böhm-Bawerk in his seminal Capital and Interest (1889). 

Böhm-Bawerk articulated the core economic justification for interest through the lenses of 

time preference and productivity of capital: 

1. Time Preference: Human beings universally prefer present goods over future goods 

of identical quantity. Consuming today yields immediate utility, whereas deferring 

consumption requires a psychological sacrifice. Therefore, a borrower who receives 

money today is asking a lender to give up present utility; the interest rate represents 

the market price of that time preference. 

2. Productivity of Capital: Capital goods and money-as-capital are not sterile. When 

deployed into industrial production, machinery, or enterprise, capital enhances 

human labor, yielding a surplus value or return that exceeds the original principal. 

Charging interest is not "selling time" or charging for a non-existent entity; rather, it 

is compensation for the opportunity cost of capital, the risk of default, and 

expected inflation (Fisher, 1930). 

 From this perspective, the absolute prohibition of interest ignores the fundamental 

economic reality that capital is scarce, risky, and productive. Prohibiting interest entirely 

would strangle modern investment, as lenders would have no rational incentive to defer 

consumption or absorb credit risk. 

 

Institutional Economics, Information Asymmetry, and Behavioral Alignments 

Despite the stark theoretical divergence between scholasticism and neoclassical economics, 

modern institutional and behavioral economics has uncovered surprising structural 

alignments with Thomistic anxieties. Unconstrained markets do not always function as 

frictionless, perfectly informed utopias. 

 Key modern economic concepts validate aspects of Aquinas's moral framework: 

• Information Asymmetry and Market Failures: In his landmark 1970 paper, "The 

Market for 'Lemons'," George Akerlof demonstrated how asymmetric information—

where a seller knows more about a product's defects than a buyer—can cause markets 
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to collapse or exploit vulnerable parties. This closely mirrors Aquinas’s strict moral 

condemnation of concealing latent structural defects (defectus) in commodities. 

• Transaction Cost Economics and Market Power: Oliver Williamson (1985) and 

modern antitrust economists emphasize that economic actors often possess bounded 

rationality and asymmetrical bargaining power. Monopolies and oligopolies can 

extract "monopoly rents" that resemble the exploitative pricing Aquinas warned 

against during emergencies or localized monopolies. 

• Legal Doctrine and Contract Unconscionability: Modern contract law incorporates 

doctrines such as unconscionability and economic duress, invalidating agreements 

where one party takes unconscionable advantage of another's severe distress or lack 

of alternatives. This judicial intervention reflects the spirit of commutative justice, 

proving that even market-driven legal systems recognize outer boundaries where a 

contract is legally free yet substantively unjust (Gordon, 1975; Dawson, 1947). 

 Thus, while the neoclassical model rejects the objective just price, contemporary 

institutional economics concedes that unregulated markets frequently generate structural 

injustices, validating Aquinas's fundamental intuition that economic exchange requires 

ethical boundary-setting to remain socially viable. 

 

SECTION 3: REGULATORY IMPLICATIONS: U.S. CONSUMER WELFARE VS. 
EUROPEAN SOCIAL MARKET ECONOMIES 

The U.S. Efficiency Paradigm and the Consumer Welfare Standard 

The philosophical tension between pure market efficiency and Thomistic structural fairness 

manifests vividly when contrasting contemporary legal regimes. In the United States, 

economic governance—particularly in antitrust law and consumer regulation—has been 

dominated for the past half-century by the "consumer welfare standard." Rooted heavily 

in the Chicago School of economics championed by scholars like Robert Bork and jurists 

such as Richard Posner, this framework revolutionized U.S. jurisprudence by arguing that 

antitrust laws should focus strictly on economic efficiency, aggregate consumer surplus, and 

price effects rather than broader socio-political goals (Bork, 1978). 

 Under the U.S. efficiency model: 

• Market-Driven Interventions: Regulation is typically viewed with skepticism unless 

there is a clear market failure, such as explicit collusion, cartel behavior, or 

fraudulent deception. Monopolies are not inherently illegal under U.S. law; they 

become problematic only if they acquire or maintain market power through 

anticompetitive exclusionary acts rather than superior economic performance or 

innovation. 

• Rejection of Substantive Fairness: Courts and regulatory bodies (such as the Federal 

Trade Commission and the Department of Justice) generally avoid evaluating 

whether a market price is "fair" or "morally justified." If a price is the result of 

voluntary exchange in a competitive or uncoerced market, the state rarely 

intervenes to alter it, viewing price controls as distortionary interventions that 

disrupt supply chains and disincentive investment. 
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 This framework reflects an implicit alignment with classical and neoclassical market 

theory: efficiency is prioritized, and the systemic, moral distribution of wealth or protection 

against structural power imbalances is largely delegated to legislative taxation or welfare 

safety nets rather than anti-price-gouging or fair-value mandates. 

 

The European Union’s "Social Market Economy" Model 

Conversely, the constitutional architecture of the European Union operates under a 

fundamentally different philosophical premise: the "social market economy." Formally 

anchored in Article 3 of the Treaty on European Union (TEU), the EU framework explicitly 

combines a competitive market economy with a strong institutional commitment to social 

protection, regional cohesion, and the common good. 

 This model manifests concretely across European economic governance: 

• Competition Law and Excessive Pricing: Unlike U.S. antitrust law, which historically 

downplayed excessive pricing claims, EU competition law under Article 102 of the 

Treaty on the Functioning of the European Union (TFEU) empowers regulators to 

penalize dominant firms for charging "unfair prices" that bear no reasonable relation 

to the economic value of the goods provided. European courts have maintained that 

exploiting market dominance to extract excessive margins is an abuse of power, 

echoing Aquinas’s strictures against exploiting structural vulnerability (Whish & 

Bailey, 2021). 

• Consumer Protection and Financial Regulation: European regulatory regimes 

enforce stringent statutory caps on consumer credit interest rates, robust 

prohibitions against unfair contract terms, and aggressive anti-price-gouging 

enforcement during public emergencies. These measures reflect a structural belief 

that market freedom must be bounded by human dignity and social equity—a direct 

institutional descendant of medieval common-good jurisprudence. 

 

Twenty-First-Century Resurgences and Contemporary Policy Interventions 

Despite their divergent philosophical foundations, twenty-first-century economic crises 

have forced both the United States and the European Union to grapple with structural 

market failures that revive the ghost of the "just price." Contemporary regulatory 

interventions increasingly blur the lines between pure efficiency models and Thomistic 

ethics: 

• Pandemic and Crisis Price-Gouging Legislation: In the wake of supply chain shocks 

during the COVID-19 pandemic and subsequent inflation spikes, numerous U.S. states 

and federal agencies aggressively enforced anti-price-gouging laws, prosecuting 

merchants who dramatically raised prices on essential goods like hand sanitizer, 

medical equipment, and groceries. These emergency interventions temporarily 

overrode market-clearing pricing mechanisms to protect vulnerable populations, 

directly mirroring Aquinas’s condemnation of capitalizing on public emergencies. 

• Digital Markets and Algorithmic Fairness: The rise of big tech platforms, dynamic 

algorithmic pricing, and gig-economy labor markets has sparked intense global 
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debate over informational asymmetry and market power. Modern regulatory 

frameworks—such as the EU's Digital Markets Act (DMA) and proposals for algorithmic 

transparency laws—aim to curb unfair gatekeeper practices, echoing the scholastic 

insistence that transparent, non-exploitative exchange conditions are mandatory for 

a just commercial order (Geradin, 2019). 

 Ultimately, while modern globalized economies do not enforce medieval canon law, 

contemporary regulatory interventions reveal that the state continually rediscovers an 

essential Thomistic truth: markets cannot sustain long-term legitimacy without structural 

boundaries that safeguard the common good against raw economic coercion. 

 Beyond Western state regulations, the contemporary global financial landscape 

features a prominent alternative model that directly operationalizes medieval usury 

prohibitions: modern Islamic Finance. Emerging in the late twentieth century and growing 

into a multi-trillion-dollar global industry, Islamic financial institutions demonstrate a 

modern attempt to align capital allocation with ethical constraints.  

 Rather than relying on interest-bearing debt contracts (*Qard* with interest), modern 

Islamic banking replaces conventional loans with asset-backed structural arrangements. 

These include *Murabaha* (cost-plus financing where the bank purchases a physical asset 

and resells it to the client at a marked-up profit margin payable in installments), *Ijara* 

(lease-to-own structures), and *Sukuk* (asset-backed ethical bonds) (Iqbal & Mirakhor, 

2011). While critics argue that structures like *Murabaha* can functionally mimic 

conventional interest rates through financial engineering (El-Gamal, 2006), the structural 

insistence that capital must remain bound to tangible economic assets and risk-bearing 

enterprise represents a living, institutionalized alternative to pure interest-bearing debt 

systems—echoing the core ethical anxieties shared by both Thomistic scholasticism and 

Islamic jurisprudence. 2 

 

SUMMARY & CONCLUSION 

This paper has traced the conceptual trajectory of St. Thomas Aquinas’s economic 

philosophy from its Aristotelian and Patristic origins to its contemporary echoes in Western 

legal regulation and modern Islamic Finance. At the core of Aquinas's inquiry lies the 

conviction that economic exchange cannot be divorced from moral theology. Governed by 

commutative justice (justitia commutativa), market transactions are fundamentally 

interpersonal acts that must preserve arithmetic equivalence and protect the common good 

(bonum commune).  

 Through justum pretium (the just price), Aquinas rejected the exploitation of 

informational asymmetries, fraudulent defects, and catastrophic emergencies, asserting 

that a seller cannot rightfully capitalize on a buyer's extreme vulnerability. Through the 

prohibition of usury (mutuum), he challenged the sterile accumulation of capital via 

interest-bearing loans, arguing that charging for the mere passage of time separates the use 

of money from money itself.  

 As demonstrated in Section 2, the Marginalist Revolution and neoclassical economics 

replaced this objective, moralized framework with the subjective theory of value, time-

                                            
2 The hypothetical contract / example on Modern Islamic Finance in the Appendix may shed more light. 
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preference theory, and market-clearing equilibrium. Modern theory posits that value resides 

entirely in consumer marginal utility, and interest represents necessary compensation for 

time preference, default risk, and the opportunity cost of productive capital. Yet, despite 

this paradigm shift, modern institutional and behavioral economics—through concepts like 

information asymmetry, bounded rationality, and transaction costs—re-validates the core 

Thomistic intuition: unregulated, purely voluntary exchanges frequently produce market 

failures and structural oppression when severe power imbalances exist.  

 The persistent tension between efficiency and structural equity is vividly reflected 

in modern economic governance: 

1. The U.S. Efficiency Model: Prioritizes aggregate efficiency and the consumer 

welfare standard, viewing voluntary market transactions as presumptively fair and 

resisting state price controls or moral evaluations of interest unless explicit market 

failures (like collusion or fraud) occur.  

2. The EU Social Market Economy: Embeds market mechanisms within a broader 

mandate for social cohesion, enabling judicial and regulatory bodies to penalize 

"excessive pricing" by dominant market players and enforce statutory caps on 

consumer credit interest.  

3. Islamic Finance: Directly operationalizes medieval usury prohibitions within modern 

capital markets. By replacing conventional debt with asset-backed structures 

(Murabaha, Ijara, Sukuk), Islamic commercial jurisprudence demonstrates that 

capital can be allocated at scale while adhering to risk-sharing (Ghurm) and asset-

ownership requirements—offering a functional, non-Western realization of anti-usury 

principles (see hypothetical contract / example in the Appendix).  

 While each system addresses the ethics of trade and capital differently, they share 

a fundamental concern with the boundaries of market exchange. Table 1 provides a 

comparative summary of these analytical paradigms across their core governance 

dimensions, pricing baselines, interest treatments, and emergency interventions.  

 Ultimately, St. Thomas Aquinas’s framework of justum pretium and usury does not 

offer a literal blueprint for managing complex, hyper-financialized twenty-first-century 

global markets. Modern financial systems depend on credit creation, complex derivative 

pricing, and international capital flows that far exceed the agricultural and merchant 

economies of the high Middle Ages.  

 However, reducing economic governance to mere technical efficiency risks blinding 

policymakers to the structural coercion that unconstrained markets can generate. Whether 

through state interventions like pandemic-era price-gouging bans, algorithmic transparency 

mandates, antitrust scrutiny of tech monopolies, or alternative institutional models like 

Islamic banking, contemporary society continuously rediscovers the necessity of ethical 

boundary-setting. Aquinas’s enduring contribution is not a rigid price schedule, but an 

enduring moral imperative: that an economic system achieves true legitimacy only when its 

mechanisms serve human dignity, restrain predatory power, and contribute to the common 

good.  
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Table 1: Comparative Framework of Economic Ethics, Regulation, and Capital 

Allocation 

Dimension Thomistic 

Scholasticism 

Neoclassical 

Economics 

U.S. Regulatory 

Model 

E.U. Social 

Market Economy 

Islamic Finance 

(Fiqh) 

Primary 

Goal 

Commutative 

Justice & Common 

Good 

Utility Maximization 

& Efficiency 

Consumer 

Welfare & 

Market 

Efficiency 

Social Cohesion & 

Structural Equity 

Spiritual Compliance 

& Asset-Backed 

Equity 

Pricing 

Baseline 

Common 

Estimation + Moral 

Limits 

Subjective Utility & 

Market Equilibrium 

Market Clearing 

Prices 

Market Prices with 

"Unfair Price" 

Limits 

Fair Value / Cost-

Plus (Murabaha) 

Money & 

Interest 

Money is sterile; 

Usury is inherently 

unjust 

Money is capital; 

Interest reflects 

time preference 

Regulated by 

market rates and 

usury caps 

Capped by 

statutory 

consumer credit 

laws 

Interest (Riba) 

strictly forbidden; 

Risk-sharing required 

Crisis 

Response 

Morally ban 

exploitation of 

buyer distress 

Allow market prices 

to clear scarcity 

Targeted anti-

price-gouging 

laws 

Structural 

intervention & 

market regulation 

Prohibition of Gharar 

(uncertainty) & 

speculation 
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APPENDIX: HYPOTHETICAL CONTRACT / EXAMPLE ON MODERN ISLAMIC FINANCE 

Here is a concrete example of how you would secure $1,000,000 through an Islamic bank. 

 If you ask an Islamic bank, "Can I borrow $1 million?", the banker will tell you, "We 

cannot lend you pure cash for interest because that is Riba. However, we can help you 

acquire $1 million worth of real goods or assets." 

 The two primary modern Islamic Finance contracts used for this exact request are 

Murabaha and Commodity Murabaha (Tawarruq). 

 

Scenario A: You Need $1M to Buy Machinery or Commercial Real Estate 

(Structure: Standard Murabaha / Cost-Plus Sale) 

 If you need $1 million to purchase a heavy industrial machine, here is how the 

transaction works step-by-step: 

[Supplier/Vendor] ─── (1) Bank buys machinery for $1,000,000 ───► [Islamic Bank] 

                                                                        │ 

                                                                        │ (2) Bank sells machinery  

                                                                        │     to you for $1,150,000  

                                                                        │     (Deferred Installments) 

                                                                        ▼ 

                                                                  [Your Business] 

1. Identification: You locate the machinery from a supplier priced at $1,000,000. 

2. Bank Purchase: Instead of handing you $1 million cash, the Islamic bank purchases 

the machinery directly from the supplier for $1,000,000 and takes legal ownership. 

3. Resale with Mark-up: The bank immediately resells the machinery to you at a pre-

agreed profit margin—for example, $1,150,000. 

4. Deferred Payment: You pay the bank $1,150,000 in monthly installments over 5 

years. 

 

Why this is Halal (Permissible) and NOT Interest: 

• Asset-Backed: The transaction is a sale of tangible goods, not a trade of money for 

money. 
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• Risk Bearing: For a brief period, the bank owns the machinery and bears the asset 

risk (e.g., damage in transit) before delivering it to you. 

• Fixed Price: The total price ($1.15M) is fixed on day one. Even if you default or make 

late payments, the bank cannot add late-payment compound interest to profit itself 

(any late fees charged must be donated to charity). 

 

Scenario B: You Need $1M in Cash (Working Capital, Payroll, Expansion) 

(Structure: Commodity Murabaha / Tawarruq) 

 If you simply need liquid capital (cash in your bank account) to pay employee salaries 

or operational costs, the bank uses a structured transaction involving international 

commodities (like metals on the London Metal Exchange): 

• Step 1: Bank buys $1,000,000 worth of copper on an exchange. 

• Step 2: Bank sells the copper to you for $1,150,000 on deferred payment (over 3 

years). 

• Step 3: Acting on your behalf, the bank immediately sells the copper on the spot 

market for $1,000,000 cash. 

• Step 4: The $1,000,000 cash is deposited into your business checking account. 

• Step 5: You pay the bank $1,150,000 over 3 years in equal monthly installments. 

 

Why this satisfies Islamic Law: 

Although critics (and some conservative Islamic scholars) argue this closely resembles a 

conventional loan, it remains widely used in modern Islamic banking because at no point 

was cash traded directly for cash with an excess. Every dollar transferred was backed by 

two real-world commodity transactions. 

 

 


