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Caritas in Veritatels an encyclical which presents the Catholic Chsrdeep reflections on the
financial and economic crisis which reached itmealk towards the end of 2008. It is above all an
encyclical about the common good: and its basiclosion is that it was the neglect of the

common good which was the fundamental cause afribis.

This priority Pope Benedict gives to the commondymodemonstrated first of all by its place in
the encyclical as its argument unfolds. He staitk justice, which he calls “the primary way of
charity". Charity demands justice — recognition arebpect for the legitimate rights of
individuals and peoples. But then he goes on: dt@ Isomeone is to desire that person’s good.
Beside the good of the individual there is a gdat ts linked to living in society — the common

good. To desire the common good and strive towiardsa requirement of justice and charity."

This is at the heart of Catholic Social Teachingl @ways has been. Pope Benedict refers
repeatedly to a phrase first used by Pope Pauh\Rapulorum Progressionamely “integral
human development”. When you desire someone’s gobdf you are really desiring is their
integral human development. And Pope Benedict isequlear: the context in which integral
human development has to be pursued is social. Hlbaags are social animals. This in my
view is the fundamental mistake made by those wbmpte the idea that the primary focus of

Catholic Social Teaching is the individual. It otial teaching”; it is not “individual teaching.”

| do not find in Catholic Social Teaching any waitrdor an individualistic interpretation that
says, and | quote: “The primary objective of Caithalocial teaching is the promotion of the
dignity of the human person. It is often suggested the primary objective is the promotion of
the common good. This is an error..” and here asting Philip Booth. It seems to me that this
distortion is made necessary by the desire to oactstas Philip and other neo-conservative free
market economists frequently do, an interpretadb€atholic Social Teaching which endorses
free market economics. Only by very selective aadig quotation from the texts which are the

primary sources of Catholic Social Teaching can maéntain such an interpretation. A much



fuller account of CST would show that free markatreomics stand under judgement, as always

dangerous to and often very damaging to the congood. Indeed, by their very nature.

Underlying free market economics are two relatedanonderstandings of economic activity,
both of which are preoccupied with the intereststied individual, and both of which are
erroneous. The first, as expressed by Adam Smiffhe Wealth of Nations, is that “It is not
from the benevolence of the butcher, the breweh@baker that we expect our dinner, but from
their regard to their own interests.” The secorithéseven more well known proposition from the
same volume - if an individual pursues his ownriegés, “intending only his own gain,” said
Smith, then he is “led by an invisible hand to patenan end which was no part of his intention”

namely the prosperity of society. Or to put it drestway, “greed is good”.

Economies founded on such principles generate thwim contradictions, which Karl Marx

thought would inevitably prove fatal to them. Sorkdam and free market economics are a pair,
in that both of them look to dynamic forces beyduainan control - one beneficial, thanks to an
“invisible hand”, and one destructive, class wafand revolution. Two important things have
happened to these false prophecies. First, at kaste 2008, free market economics has
suddenly ceased to be beneficial as an instrumientealth creation, and instead become an
instrument of wealth destruction on a gigantic acdhere was no invisible hand after all. But
second, the Marxist revolution did not then hapg@édrere was no historical inevitability about it

after all. Indeed, the collapse of the Soviet emproved that Marxism contained its own

internal contradictions.

One of the contradictions in free market econongada fact anthropological. In the long run the
remorseless appeal to the pursuit of self-intasesbt very satisfying. Business people are social
animals like everyone else, and they need to fe®} are making the world a better place. This

social dimension is essential to what it is to bmbhn. Without it we are maimed.

There is a growing realisation of this among peauiavely engaged in business. Intelligent
business leaders are only too aware that theyradericritical and sometimes cynical scrutiny,
and that public opinion is not over-impressed wgitime aspects of their performance. The public
has lost confidence in the way business is run,s@ed it as taking value out of the community

instead of contributing value to it.



It does not have to be that way. Wealth creaticsh the meeting of human needs should bring
huge benefits to society. There are shared benefite use traditional philosophical language, a
common good. So the aim should be to align busia@ss society in such a way that their
common good is enhanced. Society and businessdearstly to each other: “Your problems are
our problems; let us solve them together.” Andsitself-evidently much more efficient for

business to have that attitude at the heart ahisctives from the start, rather than to be made t
serve the common good against its will whether loyegnment regulation, fear of media

exposure or public disapproval.

In his encyclicalCentesimus Annu®ope John Paul observed: “The social order weilblh the
more stable, the more it takes this fact into ant@nd does not place in opposition personal
interest and the interests of society as a whaleydther seeks ways to bring them into fruitful

harmony.” In other words, organising them so thethlserve the common good.

| heard it predicted not long ago that the fundataerhoice facing Western societies would be
between the free market and Aristotle. Aristotlel @l he represents is our last hope, perhaps.
The principle manifestation of Aristotelian philgdy in our culture is within the Catholic
Church, though other churches and religious granesfast cottoning on. And the principle
manifestation of Aristotelian philosophy in the Balic Church — sadly neglected though it often

is - is Catholic Social Teaching.

Aristotle’s view, simply put, was that what was essary for society to prosper was not so much
the pursuit of self-interest but the practice afue. This could indeed include looking after one’s
own interests, as an exercise of prudence or gid8at the emphasis was on the common good.

That came first.

These two domains, the Aristotelian world of virtaed the common good, and the free market
world of self interest and profit, swirl around asthe very air we breath. We are torn between
them. The Pontifical Council for Justice and Peaialuced a booklet earlier this year written
by, and addressed to, economists and businessepdbplas an application of Catholic Social
Teaching to the business world, in which, it shrigwabserved, many people find themselves
living “divided lives”. “Obstacles to serving themmon good come in many forms...” they said,
“but the most significant for a business leadeaqrersonal level is leading a ‘divided life’. This

split between faith and daily business practicelead to imbalances and misplaced devotion to



worldly success.” This is the essence of the furetdgal human flaw in free market economics. It
forgets that homo economicus is in fact a humamdgyedne who strives to be integrated not

divided. That is fundamentally what integrity means

The Vatican document describes a phenomenon winahacterises the age we live in. In their
daily work, people in business find that they hawvdeave part of themselves behind if they are
to operate as the business world expects. They t@awecome hard-nosed profit-mongers,
focused like Adam Smith’s butcher, brewer and bakeishareholder value and their own pay
and bonuses. Yet back home, in their private liwvgh family and friends, in their social circle
and their clubs and hobbies, in short in all agpettheir life in civil society including their it

if they have one, they are, by and large, Aristate. They find this divided acutely
uncomfortable — or at last, we must hope they tithdy do not, then perhaps something inside
them has already died. They have indeed sold $loeils to the devil in return for worldly gain.
The right place for homo economics is where Daotgsigned their mediaeval equivalents, the

usurers, namely the lowest circle of hell.

Apart from such people, virtue still lives and éspected. Indeed, it is still the predominant value
system. Even in many businesses, the man of ityeigriooked up to, the ruthless scoundrel
despised. But in all sorts of ways virtue is theeatd by the escape of the ethos of the free market
out of the bankers’ boardrooms into the High Streehere it threatens to turn everything that

matters into a commodity that can be bought and feolprofit.

What is such a society like? Well, we don’'t havéotmk much further than the United States, and
its inability to provide that most basic human tigbescribed as such indeed in the papal
encyclical Pacem in Terris, namely the right toltheeare. Even under President Obama’s very
modest reforms - modest by European standardsistkapeople will continue to live in chronic
fear of ill-health, not because of the pain andesufg of the disease they may be afflicted by,
but of the uncertainty of their health needs bemeg. For me the most damning verdict on the
free market approach to health care is containedoone statistics compiled by the American
Central Intelligence Agency in 2009 on infant mbitya Which is the richest country in the
world? America. Where does America come in the glddague table of infant mortality? 46th.
Do they care? It seems not.



Embedded deep in the neo-conservative philosophyliisertarian rejection of any form of state
intervention for the common good, which in factnsts contrary to the teaching of every one of
the social encyclicals sindeerum Novaruml'm afraid they take their cue from Adam Smith,
and it is instructive to read a little further begothe famous quote | gave you earlier about the
invisible hand. After "led by an invisible hand poomote an end which was no part of his
intention” he goes on as follows "Nor is it alwdlie worse for the society that it was no part of
it. By pursuing his own interest he frequently podes that of the society more effectually than
when he really intends to promote it. | have nésreswn much good done by those who affected
to trade for the public good. It is an affectationdeed, not very common among merchants, and

very few words need be employed in dissuading tirem it.

He goes on: "The statesman who should attemptréztdprivate people in what manner they
ought to employ their capital would not only loaidhkelf with a most unnecessary attention, but
assume an authority which could safely be trustetipnly to no single person, but to no council
or senate whatever, and which would nowhere beasgeatous as in the hands of a man who had
folly and presumption enough to fancy himself diteixercise it."

Smith may well have thought that the direction o€fs efforts ought to be left in the hands of
providence, in which he undoubtedly believed andcivinis phrase the "invisible hand" refers

to.

That is why there is an unconscious suppositiothé neo-conservative free market case that
interference with market forces is actually akirbtasphemy, for it an attempt to interfere with
God's fundamental purposes. That is why the ralgioght in the United States is almost always
to be found in alliance with free market libertaiga for they believe America itself is under
providential direction and protection, and hencensgst its economy be. "In God we trust,”
indeed. | believe this is a direct product of wimgiht be termed Protestant individualism as well

as American Exceptionalism.

This ideology of libertarian individualism was wedbmmed up in the notorious remark of

Margaret Thatcher that there is no such thing seego



Let me quote to you from a paper written by Prades&tefano Zamagni, professor of economics
at Bologna university who was one of the Pope's\gpal advisers in the writing of that

encyclical,Caritas in Veritate

“From the very first,” says Zamagni, “the relatibis between Catholicism and free-market
capitalism has been characterized by structural\at@nce. On the one hand it is to Catholic
thought, especially the Franciscan school of thth 18 the 15th century, that we owe the
formulation of most of the analytical categoriesl @o few economic institutions that would later
serve the full assertion of the spirit of capitalisOn the other hand, the Catholic ethic essentiall

rejects the very mind-set of capitalism, what Magi#r called its Geist.”

He asserts that economic agents, acting in a mgdwetrned solely by the principle of exchange
of equivalents, are led into strictly self-inteexbstdecision-making. With time, they tend to

transfer this way of thinking to other social sgerincluding those in which the public interest
demands virtuous acts - a “virtuous” act being beelefines as one that not only is in the public
interest but that is performed because it is f@ ¢bmmon good. Thus “The market advances
over the commodification and desertification ofisbc” Commaodification, meaning to reduce

the human things that matter to mere commoditias ¢an be bought and sold; desertification,

meaning laying waste to human culture to createsard - and calling it a victory.

Thus Frederick von Hayek, the Austrian economisb Wwlcame the chief guru of free market
economics, called the very idea of social justi@esurd.” That's exactly like saying “there is no
such things as society” for it means there is ngamoontent to the relationship between the
individual and the group because the group as sashno moral meaning. There is no such

relational entity.

So to sum up, | believe Catholic ethics are necigszentred on the common good, and that
pursuit of the common good is incompatible withepfree market capitalism. You cannot pursue
narrow self interest and the common good at theedame - they are inevitably contrary to one

another.

Catholic Social Teaching has known this a long tiiffee principle of the common good is not
merely a description of what is the case, likeif@mtance the phrase “the public good” or the



“total good.” Public goods are understood to bevises or facilities available to all that are in
more or less unlimited supply, like the air we ltinea The total good is the sum of all the goods
available. We are into utilitarian territory heref we are not careful the greatest good of the
greatest number becomes our only basis of moralejmént. The common good is more
complex. It is not so much a sum, an addition, nzonaultiplication. It is an ethical ideal, which
can tell people how to approach living as membé@ good and just society, how they should

govern their behaviour, as “persons in communiiywards themselves and each other.

The common good has been defined for us as “thdemmetwork of social conditions which
enable human individuals and groups to flourish larela fully, genuinely human life... All are
responsible for all, collectively, at the levelswiciety or nation, not only as individuals.” Those
are the words of Pope John Paul Il. This concephefcommon good dissolves the tension
between selfishness and unselfishness, as it évanyone’s interest to build up the common
good by each person contributing to it. Those wéwes others in this way automatically serve

themselves.

Now it is fair to say that Adam Smith’s famous iples about the pursuit of self interest
presumed not only that there would be physicaltahpimoney - available to be invested in the
market, but also social capital - trust, prudenngegrity - which would govern how people

would behave morally.

Finance and industry is at last waking up to whet ineans: that free markets cannot function in
a moral vacuum. Furthermore, as indicatedCaritas in Veritate,while free markets rely on
social capital, they are not its source and canhmmore easily damage it than renew it. Thus
they tend to cut off the branch in which they aitting. At the point at which they have
completely drained away social capital, trust intipalar, they cannot operate at all. And one of
the most spectacular symptoms of the 2008 crisis tiva way operators in the major financial
markets ceased to trust each other, and hencedciealemnd to each other.

So one way we could begin to correct the errorthefpast would be by building in incentives
that rewarded contributions to the nation’s socapital as well as to its economic capital. The
idea of banks as generators of social capital is2ractly new, but has been lost sight of in the

mad dash for profit. For instance, in Britain lod@nk managers were once pillars of the



community, observers of human frailty, repositoriédocal wisdom as well as encouragers of
the good. They would be governors of schools, ni@ges, church wardens, Rotarians and
indeed Freemasons, institutions with a wide padfof charitable works. It was the City of
London “Big Bang” of the late 1980s which saw thewept away, for it made them seem a mere
burden on profit-making, or functionaries whose kvaould be done more efficiently by

computers.

The financial crisis that shook the world in 200®l dhereafter was characterised by a wholesale
disregard of the virtues that modern institutiomsautely have to depend on if they are to
survive. Prudence and temperance were abandortkd pursuit of profit; justice was ignored as
millions of people suffered fearful consequencesubh no fault of their own; courage was

absent as financial institutions ran for coveraurfdered in a culture of “every man for himself”.

So the Catholic answer has to be that both insiitatin their culture and their structures, and
individuals in their conduct and their relationshifnave to function so as to serve the common
good and not to damage it. Partly that will comenfrthe personal moral values of those
involved. Partly it will come from the internal ¢ute and corporate values of the institution
concerned, especially the influence of good leddeyartly it will come from the whole of
society and the way it communicates its basic wtl@vn the generations. But they are not self-
generating. They need some moral framework of wthely are not themselves the authors.

This is good work for the Church to be engageding other faiths too. It needs that, as it needs
the input of all the people who share the prin@pla which the common good is based. In other
words the primary objective of Catholic Social Tieag is indeed the promotion of the common
good. And thank goodness for that!

ends



