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This text is for an economics course about Catholic Social Thought.

Courses called Catholic Social Thought at different universities differ widely in content.  Some are about ethics: how should a Christian behave in the business world?  Others are about the development of Catholic Social Thought: what are its origins; how has it been changing?  This text in Catholic Social Thought is about economics: in our capitalist, market-oriented society, what Christian practices proposed in Catholic Social Thought have an economic justification?  The American bishops tried to summarize Catholic Social Thought for the United States in 1986 and, again, in 1996.  They called their Letter "Economic Justice for All."  This text is about economics and justice.

It relies heavily on empirical economics.  In an essay "Economic Analysis of Social Interactions," Charles F. Manski writes:

"Empirical analysis is essential to determine which theories should be taken seriously as descriptions of the world as it is, rather than as it hypothetically might be."

For example, the evidence is that marginal tax rates do not affect the productivity of high income earners.  That is probably an empirically justified conclusion, positive economics. #  One normative# conclusion -- Libertarian -- is that taxes should be proportional or regressive regardless.  Another normative conclusion -- Christian -- is that efforts to make the after-tax Gini# smaller are justified; more members of our society share its product without reducing the total product available.  Chapter 10 provides the evidence supporting higher marginal tax rates for high income earners.

More than marginal tax rates might be designed with the intent of reducing the Gini and extending the bounty of our Industrial World society more widely.  This text seeks to "extend the bounty" only when productivity is unaffected or enhanced.  It is important to demonstrate that we are not seeking to divide a smaller pie more equitably.

PART ONE of this text is a quick overview of economics and of Catholic Social Thought.  

PART TWO reminds us how rich we are in the United States, almost all of us, compared to our forbears here or compared to three-quarters of our contemporaries who live now in the non-Industrial World.  It discusses the sources of that wealth.

PART THREE, in Chapter 5, summarizes theories of justice, currently important in the United States and proposed by others than economists.  Chapter 6 presents work done by economists, beginning with Adam Smith, on economic justice.  

PART FOUR, the major section of the text, presents Catholic Social Thought.  Chapter 7 summarizes the relevant Papal encyclicals except the most recent one which is the subject of Chapter 8.  Chapter 9 presents the Bishops' Letter "Economic Justice for All."  The text uses the Bishops' Letter as a summary of the social encyclicals and of Catholic Social Thought.

PART FIVE provides empirical support for those suggestions in the Bishops' Letter which have an economic justification.  In Chapter 10, Income Distribution, the bishops' suggestions relating to domestic United States are presented.  Chapter 11 considers the suggestions made about the non-Industrial World, usually about the responsibility of the citizens of United States to remedy the destitution endemic to the non-Industrial World.  Chapter 12 describes globalization and its relation to Catholic Social Thought.  Globalization is not explicitly a large subject in the Bishops' Letter but is becoming a large subject in our lives; the Bishops' Letter does make relevant suggestions.

The final chapter is a digest of the theses presented in the first twelve chapters.  They are organized as objectives for a course: what will the successful student have learned? The claim that Catholic Social Thought is important to the well-being of a society requires a belief that ideas are important.  Appendix 7 describes Path Distribution, a widely shared belief among many economists that ideas matter.  Jesus Christ offered a new idea for the conduct of life and the organization of society.  How are His ideas relevant in our Industrial World society? 

The author of this text believes that Christianity is a principal reason for the vast chasm of material well-being that separates the Industrial World from the non-Industrial World.  The author believes even more strongly that students are more likely to share that belief if it is presented openly with enthusiastic willingness to consider opposing points of view and with gratitude for evidence to the contrary.

Jonathan Marks, a distinguished molecular geneticist, writes -- of molecular genetics: "it's very easy to come up with the results you already believe."
  This text is subject to that temptation.  The student is encouraged to be sceptical.
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Part 1  Economics and Catholic Social Thought 

Chapter 1  Economics Revisited -- A Crash Course

Economics, you will all remember, is the study of the efficient use of scarce resources to provide the goods and services individuals in a society need or want.  The modern Industrial World provides amply for all that we need but few of us can have everything we want; we must make choices.  Economics considers rigorously how those choices are best made.  To some extent, evidence can be gathered in support of the choices economics suggests.

++
Microeconomics 

Microeconomics is the study of households and firms. A principal subject of microeconomics is the market for goods and services and the way equilibrium is achieved in that market.  There is also a resource market -- for example the demand for accounting labor.  In theory the resource market has demand-supply curves similar to those in the market for goods.  However, it becomes more difficult, with professional labor such as you will become, to specify the "resource" being demanded or supplied.

Microeconomics asks how price is determined in the market-place -- the price of shoes or the price (salary) of accountants.  Microeconomics suggests a "demand-supply" model.

Many consumers seek to purchase a good at the lowest price available -- demand; many businesses seek to sell it at the price which will yield the most revenue -- supply.  The interaction of the consumers and businesses in the market-place brings about an equilibrium price: at that price the quantity of the good consumers are willing to purchase and the quantity businesses are willing to sell is the same.

Demand-supply curves are for a specified, usually short, period.

Elasticity is an important characteristic of both demand and supply: 

how responsive to price-changes is the demand for a good  or the supply of them?  Does a 1% drop in the price of a good result in a large (say 10%) increase in the quantity demanded of them or in only a small change?  (The response is elastic when it is large.)

Although there is a large consensus about microeconomics, there are some disputes.  There is a fundamental difficulty with economic models, whether mathematical equations or graphical representations.  Models require assumptions about the economy or about the society and must simplify the nature of society and of the market-place.  The assumptions may have been chosen to simplify mathematicizing; contrary assumptions may represent reality more accurately.  When using the models it is too easy to forget the limitations concomitant to that simplification.For example, it is often not the case that the unit cost of a product increases as quantity-supplied increases -- as the traditional demand-supply model suggests.  Economies of scale may reduce unit costs as supply is increased.  

Let $1000 be the fixed cost.  Let the variable cost be $1.  The unit cost of 100 is then $11; the unit cost of 200 is $6.  It is not the case that unit cost is increasing as quantity supplied does.  

For United Airline flight the incremental cost of flying one more passenger rather than an empty seat is low; the total cost of flying a large commercial airplane is substantial.  An empty seat just before a transcontinental take-off could be sold profitably for $40 or $50.  

Microeconomics assumes that consumers are rational maximizers;# not everyone agrees.  The disagreement is smaller when we remind ourselves that those who propose that we are rational maximizers mean "most of the time" or "often enough so that the economy behaves as such an assumption would suggest."  No one is contending that we are never "irrationally exuberant" in Alan Greenspan's recently famous phrase.  However, even with those qualifications, the assumption of rational maximizing is often challenged. 

Much of our economic theory assumes a marketplace dominated by many small firms, none of them with any control of the price at which their products can be sold.  The model is simple.  The economic reality is a marketplace often dominated by a few large firms with considerable control over price.  A much more complicated model is required and that too is a simplification.  Many of the models used in economics have such a limitation but not all the arguments based on them remember.

Regardless of those considerations, there are long-standing theses about economics that few would contest: 
 

the division of labor makes a large increase in productivity possible; 

the size of the market limits how much division of labor can be justified; 

closely associated with the division of labor as a matrix for material abundance is the investment in capital goods.  

Some economists suggest that supply restraints are smaller than they were when, before the Industrial Revolution or early in it, the discipline of economics began to be formulated; demand limitations may now loom larger.  Industrialized societies may face more problems with "inadequate demand" than with "scarce resources."  That is a consideration for macroeconomics.

++
Macroeconomics 

Macroeconomics is the study of the entire economy of a society.  It considers large economic aggregates such as GDP (Gross Domestic Product), total employment rate, and price level.  There is less consensus about macroeconomics than there is about microeconomics.  There is, though, a widely accepted list of "stylized facts."

+
"Stylized facts"  

Capital/labor ratio rises with productivity and is highest in the richest countries.

Differences in the relative prices of factors and in capital/output ratio tend to be unimportant; differences in labor productivity are very important.

Price-setting changed significantly about 1900 when advertising and brand names gave manufacturers more control of prices.  Previously wholesalers were price-makers; both consumers and manufacturers were price-takers.

You can make a longer list of such stylized facts about which there is a considerable consensus.  But the dispute continues about which economic theory best supports both the theses listed and the stylized facts.  Contrary theses each have substantial support among economists.

++
Economics after World War II 

As you know, just before World War II (1939 - 1945) there was a long, profound, world-wide Depression (1929 - 1939).  Existing economic theories, largely what we would today call neo-classical, were demonstrably ineffective in bringing the Depression to a close.  In 1936, John Maynard Keynes wrote  "The General Theory of Employment, Interest, and Money" a book which challenged the dominant economic thesis that markets clear.# Keynes suggested that, in an economy dominated by oligopolies, prices do not adjust rapidly to changes in demand; there is a need for the government to act directly to increase demand.  

During the Depression President Roosevelt made several efforts to provide jobs directly but was hindered by vested interests and by the lack of economic theory supporting such efforts.  He was probably not responding to Keynes' theses but rather to the overwhelming evidence that a large proportion (25% at its worst) of the labor force was not employed.  World War II provided jobs at the needed level; the Depression ended.

After World War II for about 25 years Keynesian economics went unchallenged.  President Nixon, a right-wing Republican, agreed: "We are all Keynesians now."  However, in the 1970's the economy underwent "stagflation;" both unemployment and inflation increased simultaneously.  Although the thesis did not follow directly from Keynes' work, many Keynesians had come to maintain that unemployment and inflation should move in opposite directions. There is a natural rate of inflation and unemployment at which both are relatively stable.  Stagflation contradicted that claim. 

Neo-classical economics was rehabilitated in the 1970's.  

++
Neo-classical economics 

Neo-classical economists have dominated the Academy since the mid-seventies as they did before the Depression.  They believe that "markets clear"  relatively quickly.  Rudiger Dornbusch lists these assumptions made by neo-classical economists: 

1)
"Markets clear;

2)
productivity shocks are the dominant source of fluctuations;

3)
inter-temporal substitutions in consumption and labor supply are the chief amplifying factors;

4)
government policy is substantially irrelevant."

Such assumptions make it possible to provide sophisticated mathematical models of the economy. 
  The predilections and skills of neo-classical economists tend to be mathematical; not much mathematics can be done without such assumptions as those Dornbusch lists.  The present practice of neo-classical economics usually requires outstanding mathematical talent.  (We remember below that advocates of "Public Choice" often use neo-classical assumptions without much mathematics.)

There is evidence that "rather quickly" can take quite a while -- years in worst cases.  Peter Passell wrote: 

"Many of the best academic economists are scientists manque`s.  What they gain in rigor -- with their axiomatic models of 'linear rational expectations' ... -- they lose in ability to explain what's happening in Detroit or Stuttgart."
  

Robert Heilbroner proposed that the search for rigor in economics had resulted in rigor mortis.

+
Rational expectations

"The Rational Expectations Thesis asserts that individuals do not make systematic mistakes in forecasting the future.  In the last decade this innocuous proposition has transformed macroeconomics ..."

Rational expectations are forecasts that, while not necessarily correct, are the best that can be made given the available data.  Rational expectations cannot err systematically.  If expectations are rational, forecasting errors are pure random numbers.

Expectations were an important feature of Keynes' book.  His Chapter 5 is entitled "Expectation as Determining Output and Employment."  However, for Keynes' expectations were decidedly not rational.  He wrote about "animal spirits."  When a CEO had just had a good game of golf or learned that her child had all A's on her report card, she was much more likely to approve a new project.  Rational Expectations theory is antithetical to Keynesian expectations: 

"Keynes adopted the device of treating expectations as exogenous and therefore independent of current variables."

In general Rational Expectations sees it as unsatisfactory to treat expectations as Keynes did; Keynesian expectations do not model well.

Rational Expectations was the dominant neo-classical thesis for almost two decades.  Although its popularity has declined as empirical support has been so difficult to demonstrate, rational expectations continues to have many supporters.  The belief of some that current price/earning ratios on the stock market are "irrationally exuberant" was challenged in the Richard Ely lecture at the 2001 meeting of American economists.

+
Public choice#
James Buchanan, a Nobel Prize winner, is the name most associated with the last of the neo-classical approaches to economics we consider -- Public Choice.
  He writes: "The neo-classical construction is both powerful in an explanatory sense and aesthetically beautiful."  

In the paragraph preceding he had written: "under constant return to scale ... the competitive market equilibrium ... allocates resources to their most highly valued uses ... and also assigns distributive shares among input owners in such a fashion as to use up all value that is generated in the economy."
  The problem with such "power" and "beauty" is, of course, that in the real economy we do not have "constant return to scale;" we have substantially increasing returns to scale.

Buchanan's also writes about the adverse effect of the progressive income tax on productivity assuming that as the after-tax rewards of a job are smaller, the employee will spend less time "working."  Buchanan offers no empirical support for his claim that "the individual is led ... to substitute ... leisure for taxable income ... "
 Empirical studies indicate that marginal tax rates do not affect the time spent on the job or the productivity of high income earners; their time at their job seems to be the best part of their day; no leisure activity offers equivalent enjoyment.•
 

Most of the assumptions of Public Choice are neo-classical.  Its principal novel claim is that government employees are not in some way motivated more than employees in the private sector to subjugate self-interest in order to serve the common weal.  There are vested interests# within government just as there are within the private sector.

Another contemporary, Mancur Olson, is an especially credible supporter of Public Choice, although not of its generally inimical view of Federal government.  His "The Rise and Decline of Nations" alerts us to the dangers of Distributional Coalitions. #  

Distributional Coalitions form in stable societies and come to have several cartel-like characteristics in common: craft mysteries and secrets, controlled entry into occupations and lines of business, monopolistically set prices, the use of boycotts and strikes, and bargaining on a group rather than an individual basis.

Olson's work avoids unrealistic assumptions.  "The Rise and Decline of Nations" asks a wide range of questions about the modern Industrial World and seeks a parsimonious, testable theory which, without expecting mono-causality, explains a large number of modern problems.  In a suggestion which considerably increases his credibility, Olson asks the reader to make her own tests.

Some advocates of Catholic Social Thought may be inclined to implement its proposals in ways which could result in Distributional Coalitions.

++
Institutional economics 

Adam Smith is a classical (not neo-classical) economist; he lived before business cycles were so large an economic problem. They have been only since the Industrial Revolution began to have so consequential an impact on societies -- decades after Adam Smith's death.  Economic growth was Adam Smith's subject.

Until recent decades economic growth had not been a major interest in economics for a long time.  It is again at the forefront.  Many renowned economists have returned to Adam Smith's subject.  Economic growth is a large subject in this text.

Adam Smith believed that differences in the "Wealth of Nations" arose principally from differences in the nations' "laws and institutions" -- what Alexis DeTocqueville would come to call "habits of the heart."  Smith would today probably be an institutional economist.  David Landes and Amitai Etzioni, whose work we will consider in this course, are institutionalists.
 

This text describes Catholic Social Thought as institutional economics.  

++
Ethics in secular economics 

Positive economics presents theses which are believed to represent the economy as it is with no consideration of how it might be made "better."  Normative economics strives to present theses which accord reasonably with how the economy is but adds suggestions about how it might be "better."  Catholic Social Thought is necessarily normative; it seeks to make the world more Christian.  This text presents Catholic Social Thought in a way that can find considerable support among secular economists and strives to be empirical, seeking support in evidence.  

PART THREE of this text, Justice and its Costs, describes several understandings of ethics among secular economists.

++
Economic justice in the 1890's -- the context for Rerum Novarum 

This is a course in Catholic Social Thought, not a history of economics.  However, Catholic Social Thought is usually considered to have begun with the publication of Rerum Novarum in 1891.  A reasonable appraisal of Rerum Novarum requires some understanding of the cultural mind-set in the United States and Europe at the time, 1891.  What assumptions did society make then about markets, income distribution, and productivity; what did economists then believe?

Appendix 1, entitled "American economics at the dawn of the twentieth century," is a summary of an article by Joseph Persky describing the viewpoint of economists at the time of the publication of Rerum Novarum.

+
The Industrial Revolution 

You will remember that, during the Victorian era,
 the Industrial Revolution brought a promethean increase in material well being to the ordinary household -- a deluge of inexpensive clothing, pots and pans, wooden furniture, and better food.  For the first time ever in history across an entire society, the ordinary household was stunningly betteroff.  It took awhile for the idea to be recognized that the ordinary household could be well-to-do.  Furthermore, by any standards we would recognize today, most people in England at the end of the Victorian era (1900) were poor and continued to lead hard lives.
 

The continuing astonishing advance in material well being since the end of the Victorian era leaves most of us ill-equipped to recognize that paved streets and lighted evenings are a luxury unknown to our ancestors and to the majority of our contemporaries.  Have you thought of lights in the evening as a luxury?

The Industrial Revolution sneaked into society incrementally and went unrecognized for some time.  If it had begun, Adam Smith is unaware of it in 1776 when he writes his great book.  James Watt's steam engine, so central to the Industrial Revolution, came gradually into wide use as the nineteenth century began; it had been invented about the time Adam Smith wrote his book.
 

The gain in material well being had come at the cost of a huge change in the way people lived their lives.  Work was paced by the employer; workdays were long; much of the work was boringly repetitive; some of it (mining an example) much more dangerous than farm work had ever been.  Max Weber reminds us how much the change was hated by most of those affected.
  People had no context enabling them to recognize how much betteroff they were than their parents.  More obvious was how unpleasant work was compared to the nostalgic tales they kept hearing about life on the farm.

Charles Dickens and Karl Marx may not have recognized the advantages of the Industrial Revolution by the 1840's, but they did recognize and memorably condemn the change in the way people worked and lived.

+
One response to material well being -- the cry for social justice 

Beginning early in the Victorian era Charles Dickens wrote about that change as did Karl Marx.  If you have read Charles Dickens' "Oliver Twist" or "David Copperfield," you know how dreary life was in the early factories.  Dickens' literary longing for "social justice" was ordinary and long-lasting: Upton Sinclair wrote a famous book "The Jungle" in 1906 describing the ghastly conditions in meat-packing plants in Chicago.  

The loud cry for social justice was not only literary.  Karl Marx published "Communist Manifesto" in 1848, raised a great public stir, and affected all of the world for at least a century and a half.  The Communist Party had many advocates and some political success throughout Europe, although not much in the United States.  

In the United States Henry George published "Progress and Poverty" in 1882, in reaction to the same injustice that Dickens and Marx were condemning.  (The name "Social Gospel" given to the Protestant movement that was contemporary to Rerum Novarum derives from "Progress and Poverty.")

Although it was never dominant among Protestant authorities or in their congregations, the Social Gospel movement was a powerful current among Protestants at the turn of the century -- probably stronger than the similar thrust in the Roman Catholic Church.  The Social Gospel movement reminded Christians of their responsibility for the poor.

When, upon McKinley's assassination (1901), the Republican Theodore Roosevelt assumed the Presidency, the existing campaign to "bust the trusts" gained a powerful advocate.  In England in 1906 Charles Booth, a leading shipping magnate, forced the first social welfare legislation through the English Parliament.  

Much more could be listed.  Rerum Novarum's message, if not widely welcomed among the Roman Catholic hierarchy, came to a ready secular world.

+
Catholic Social Thought

One criticism of Catholic Social Thought in an economics course is that it is normative and introduces "values."  This course does suggest normative conclusions but bases them on empirical economic data.

Rerum Novarum is usually proposed as the origin of Catholic Social Thought.  It is surely normative.  At the time Rerum Novarum was promulgated, economists had many of the same values as Rerum Novarum did.  The criticism of Rerum Novarum that it had too little concern for productivity must recognize that productivity was of small concern to economists contemporary to Rerum Novarum.  Cf. Appendix 1.

++
Questions for Chapter I

1) What is a rational maximizer?

2) What is productivity?

3) What is a "stylized fact?"

4) List several principal assumptions of neo-classical economics.

5) There is little concern for productivity in Rerum Novarum.  What justification for that omission might be offered?  

6) What is the principal new assumption made by Rational Expectations?

7) What is Public Choice?

8) What is the Gini index?

Part 1  Economics and Catholic Social Thought 

Chapter 2  Catholic Social Thought -- A Precis

Most of this text is devoted to Catholic Social Thought as described by popes in encyclicals or by Roman Catholic bishops in pastoral letters.  The Bishops' Letter "Economic Justice for All" receives extended attention.  

This chapter describes the development of Catholic Social Thought since 1891 when Rerum Novarum was published by Pope Leo XIII and offers a summary of the purposes, principles, and central concerns of Catholic Social Thought.

++
The development of Roman Catholic Social Thought 

In his book "One Hundred Years of Catholic Social Thought" Rev. John Coleman S.J. asks us whether our world would be different had it been Pope Pius IX (1846 - 1878) rather than Karl Marx and Charles Dickens and Victor Hugo who called the injustices of the early Industrial Revolution so vividly to the attention of Europe.  Few are suggesting the name of Pope Pius IX as an advocate of social justice.

It is further the case that pressures for more active concern by the Vatican in behalf of the working classes were not strong outside Rome.  Such as there were, Bishop Ketteler of Mainz Germany for example, seem unaware of the Industrial Revolution and were providing solutions for an agricultural economy that was rapidly declining in importance.

 +
In the beginning

Pope Leo XIII was the successor of Pope Pius IX.  His Rerum Novarum is often seen as  the entry of the Roman Catholic Church into the struggle for economic justice.  He issued the first of the social encyclicals, Rerum Novarum,
 in 1891. Although members of the American hierarchy were important influences on Rerum Novarum, it did not originally receive much attention in the United States.
  Msgr. John Ryan seems to have been first to use the encyclical to stir the American Church to action; the Bishops' Letter of 1919 was a response to his urging.  During the Depression (the 1930s), Ryan had a larger audience; the bishops were more responsive and began their solid support of unions, and of "bread and butter liberalism."

The encyclicals of Pope Leo XIII and of Pope Pius XI -- Quadragesimo Anno in 1931
-- are too rooted in pre-industrial theology to be directly useful in the United States today.  Only with John XXIII's "Mater et Magistra" in 1961 did the spirit of social encyclicals begin to change.  Gradually the triumphalist ecclesiology, anti-democratic political values, and negative understanding of the Natural Law faded.

The more recent encyclicals present the Church as a servant of mankind, and make more use of Scripture.  

+
Historical Background

The early Christians, expecting the End soon, were little involved in mundane life.  When over the course of centuries they began to be, the message of Jesus was ambiguous.  Further, the Church itself gradually became a powerful political force and the wealthiest institution in Europe.  It had to "tone down" anti-property tirades like those of St. Augustine in the fourth century.

In the thirteenth century, St. Thomas Aquinas elaborated the "Natural Law" and shifted to the Church the responsibility for civilization.  But, even as he wrote, a Europe was arising that was contradicting Aquinas' assumptions.  The money economy, extensive trade, and their concomitants were beginning to face the Church with a new society and radically different moral problems.  Further, by the time of the Renaissance (14th and 15th centuries) the Church was itself a deeply involved wealthy participant in that Europe.  Its theologians struggled to reconcile its economic behavior with the Christian Testament.

Along with Protestantism, the Reformation (16th century) brought Individualism to Europeans -- a new doctrine of man against society elaborated by Hobbes, Locke, and other social contract theorists.
  Its notion of rights implied a changeable society not dictated by Natural Law.  The feudal notion of personal inter-connectedness continued to fade.

There had been challenges to the supremacy of the Roman Catholic Church from various kings since the fourteenth century, but those had been accompanied by protestations, not always sincere, of loyalty to the Roman Catholic Church.
  The Reformation was a religious challenge to the Papacy, the first lasting one.  It was the Enlightenment (18th century) that originated the secular state, not only unconcerned with or hostile to the Pope as the Reformation was, but hostile to Christianity and religion.  

In the nineteenth century Marx and Darwin both challenged Christianity, the latter reluctantly.  Simultaneously, the Industrial Revolution created a society far, far wealthier than any in history and utterly at odds with anything in the Roman Catholic experience.  Roman Catholic hierarchy and ordinary Roman Catholics were slower to adapt than were Protestants.

Much of nineteenth century European society was profoundly anti-clerical; the peasants of the Papal States were.
  Pope Pius IX had died a prisoner in his Vatican after a long career of vitriol which he poured out on a world he saw as hating him; during his papacy, the Papal States had been conquered by rebellious Italians.  

The tension between modernity and the Roman Catholic hierarchy began as the Modern World did (circa 1500 AD) and is, to a lesser extent, with us still.  Over a century or two, the empiricism championed by Galileo gradually gained more credibility than the authority claimed by the Vatican.

+
The encyclicals of Pope Leo XIII and Pope Pius XI

Modern Catholic Social Thought emerged in an effort to confront that Modern World built on an entirely different understanding of the nature of man and society.  The conflict, which would have ensued regardless, had been exacerbated by the Vatican's confusion of its European financial assets with the Faith it was responsible to proclaim.  Its policies allied it with the rotting monarchies of Europe and against both the new democracies and the prophetic nature of the Christian Testament.

Reactionary theology, mostly French, was favored by the Vatican and its monarchial party; DeMaistre is the remembered proponent.
  Catholic thinkers whom we might now admire were placed under the most severe handicaps by the reactionary predilections of the Vatican.

Unlike the Curial cardinals, there were Roman Catholic reformers who cared that the poor have a larger share of society's product.  However, they too had nostalgic ideas for the reformation of society, generally advocating pre-Industrial solutions.
  The very few modern Catholic reformers had no support from the Roman Catholic hierarchy and little support in Roman Catholic congregations.  The United States was a small exception where a minority, but an important one, actively supported unions and the working classes.

It is remarkable that Rerum Novarum was promulgated at all; probably it is best celebrated only as a breakthrough rather than as a present guide to Catholic Social Thought, but it should be celebrated for that alone.  

Pope Leo XIII wrote Rerum Novarum in 1891.  It recognizes the inhuman conditions which were the normal plight of so many working-men in industrial societies.  Pope Leo XIII attempted to persuade Catholics to undertake social rather than political reforms suggesting a just inter-relationship among workers, productive property, and the State.  

Pope Leo XIII's recommendations were obsolete before he suggested them.  Some claim that he later lapsed back to a position more like that of his nineteenth century predecessors and spent little energy implementing Rerum Novarum.  But, the Roman Catholic Church had a Pope making proposals for human rights and a living wage.  Rerum Novarum listed principles to guide the formation of a just society and is properly regarded as the first of the social encyclicals.

"Reconstruction of the Social Order" (Quadragesimo Anno) issued by Pope Pius XI in 1931 broadened the concern of the Church for working-men and criticized the social structures that oppress them.  It remained though, at least for many readers, ill at ease with the Modern World.  For example it is antipathetic to capitalism; many believe that nothing in history has done so much as capitalism has to improve the lot of the poor.

+
On Reading the Texts

Jesus was never moderate or reasonable.  He called His disciples to be prophetic.  Unlike Him, His Church is also asked to be catholic
 which implies that it adapt to its congregations not expecting all of the members to be clones of Francis of Assisi.  That tension between prophecy and human nature is part of the foundation of Catholic Social Thought.  Its message is missed if statements from it are quoted out of context.  

1)
The documents must be considered in the light of a developing understanding of the relation between Faith and the Modern World.

2)
The documents need to be considered as just one part of Catholic life and faith; they are not all of it.

3)
The laity is the concern of the documents; social, political, and economic problems are the special concern of the laity.

Pope Paul VI made the point that the encyclicals are documents addressed to the whole Church and will necessarily need reinterpretation in different societies or particular communities.

++
The central concerns of Catholic Social Thought 

Starting with Rerum Novarum itself, a few Christian themes continue through all the social encyclicals.

The dignity of each person is surely the dominant theme throughout.  Man is created in the image of God.  Pope John Paul II tells us: 

"the main point made in Leo XIII's encyclical and in the Church's social doctrine is a correct view of the human person ... imprinted with God's image.  Their dignity does not come from the work they do but from the persons they are." ["One Hundredth Year" (Centisimus Annus) P11]


To make that dignity possible each person must have access to a living wage; both the right to a job and the demand that the job pay a living wage originate in Rerum Novarum; later social encyclicals continue to emphasize the right to a job paying a living wage and support the right to organize.

Pope Leo XIII defended the right to private property; at the time -- the nineteenth century -- Socialism was a strong challenge to that right.  He opposed heavy taxes on private property.  But he also called on employers to extend to employees more of the fruits of their labor.  Subsequent encyclicals continue the support for private property and assert the social responsibilities concomitant to ownership. 

Pope Leo XIII sought social rather than political reform and that preference continues through most of the social encyclicals, surely those of Pope John Paul II.

Pope Pius XI's "Reconstruction of the Social Order" introduces respect for subsidiarity -- making social decisions at the lowest practical level.  The later social encyclicals add other themes, one the need for democratic societies to specify the rights they are defending.  Beginning with "The Development of Peoples" -- in 1967 by Pope Paul VI -- there is a special emphasis on the destitution endemic to the societies of the non-Industrial World.  (PART TWO of this text is intended to provide a context for that emphasis.)

Pope John Paul II shows the first concern for the unequal distribution of human capital; without skills a person is unlikely to to be able to contribute to our increasingly technological society.  

+
The purpose of the social encyclicals 

"Easy answers to hard problems cannot be found in the social teachings.  We must resist the temptation to look for clear solutions.  But what can be found is a social wisdom based on -- 

biblical insights,

the tradition of early writers of the Church,

... Christian philosophies {and} theological reflection, and 

the contemporary experience of the People of God struggling to live out faith in justice."

It has never been the purpose of the social encyclicals to propose specific solutions to the problems addressed.  Rather it is the purpose to help Christians understand their responsibility to find solutions.  The contrast between a "living wage" and the "minimum wage" is an example.

The minimum wage is legislated -- in the United States at either the local, often State, or Federal level.  It is a designated value that must be paid each hour to any worker within the scope of the legislation.  

In minimum wage legislation, there are many more provisions than the dollar wage to be paid.  In the United States the scope of the minimum wage has expanded considerably since the first minimum wage law was passed in the 1930's; many workers were excluded in the early legislation.  Penalties to companies found not to have paid the minimum wage remain mild; recently efforts to increase the stringency of those penalties have been part of the negotiation for minimum wage legislation. Unlike the minimum wage, a living wage is explicitly not a designated value.  It is a concept.  A living wage allows the person receiving it to care for her family in decency.  Differently sized families will require different "living wages."  

Conceptually, a living wage for a single woman is much less than a living wage for a man supporting a family.  No one is suggesting that such a distinction is any longer feasible -- if it was ever just -- but it serves as a good example of how different a living wage is from a minimum wage.  The social encyclicals are encouraging a willingness to share the proceeds of commercial enterprises so that all involved can live in decency.  They do not now and never have intended to suggest a number which is a living wage and have not tried to define "live in decency."

Other examples than minimum wage and living wage can be offered to illustrate the intent of the social encyclicals -- to describe the interest a Christian should have in sharing our harvest from the resources available, but not to describe the precise result of that interest.  

Concepts like the living wage rather than legislation like the minimum wage are the concern of the social encyclicals.

+
The principles of Catholic Social Thought 

There is no single, authoritative list of the principles of Catholic Social Thought.  Somewhat different lists are provided in different sources.  This text will uniformly use the ten principles listed at the beginning of the Bishops' Letter "Economic Justice for All." 

1)
The economy exists for the person.

2)
All economic life should be shaped by moral principles.

3)
A fundamental criterion for any economy  is: how are the poor faring?

4)
All people have a right to the necessities of life.

5)
Working conditions should be decent.

6)
People have the responsibility to work.

7)
The free market has clear advantages but governmental supervision is needed to preclude abuses.

8)
Society has a moral obligation to pursue economic justice.

9)
Workers and managers and owners are moral agents in economic life.  By their choices they enhance material well being and social justice.

10) We have a moral responsibility for the global economy.

This text supports a course on Catholic Social Thought intended not to be doctrinal.  Jews or non-Catholic Christians should be as comfortable with it as Catholics.  Except for Libertarians, the non-religious should have few difficulties.

The WEB site http://www.osjspm.org/cst is a good reference for summary statements of the Catholic social teachings.  

++
Questions for chapter 2

1) Our Church is said to be a leader in the effort to have society recognize that obligations are as important to social health as rights.  Explain.

2) At least until Vatican II proposals from Roman Catholic sources tended not to recognize that the promethean leap in material well-being in nineteenth century Europe and America arose in industrialization.  In what way are efforts to "return to the farm" blind to the roots of our prosperity?

3) What is "triumphalist ecclesiology?"

4) What was happening in the thirteenth century when Aquinas wrote his philosophy that, in the minds of many, made it obsolete as it was being written?

5) What is cited as a central thesis of Protestantism that was so contrary to the Roman Catholic understanding?

6) How does "prophetic Christianity" conflict with the call of our Church to be "catholic?"  What is prophetic Christianity?  What is the first meaning of "catholic?"

7) Describe three central concerns of Catholic Social Thought.

Part 2  Why are we so rich?

Part Two is provided, at some length, to describe the understanding economists have about the wealth of the Industrial World.  Especially since "Call to Action" by Pope Paul VI {1971}, the social encyclicals have demonstrated a strong interest in the destitution of the non-Industrial World. #  The New York Times offered this appraisal of that encyclical:

"The encyclical marked the strong shift of the Church's attention ... to questions of global rather than national economic inequities."

To understand the source of such "global ... inequities" Chapter 3 describes the onset of the Industrial Revolution and the epochal increase resulting in the material wellbeing of ordinary households.  Chapter 4 explores the sources of economic growth.  Economists would uniformly suggest that the remedy for a society's destitution lies in economic growth.

Chapter 3  The Industrial Revolution and the Victorians

++
The Victorians

During the Victorian era England's Industrial Revolution made the ordinary household well-to-do for the first time in history, anywhere.  It remains the case today that most of those who live in the non-Industrial World, three-quarters of the world's population, are still not so well-to-do as was the ordinary Englishman by 1870.

Between 1770 and 1830, "the face of England changed."  Common pasture was fenced and farmed.  Chimney stacks grew to "dwarf the ancient spires."  Highroads were straighter, wider, and better paved.  The first iron rails were laid down for the new locomotives.  People born and bred in the countryside flocked to work in factories and live in cities; by the time of the Crystal Palace Exhibition (1851) one-third of the English working force was in factories.The population vastly increased.  England and Wales had a population of 5.5 million in 1700, 6.5 million in 1750, 9.0 million in 1801 (the first census), and 14.0 million by 1831.  In the second half of the eighteenth century the population increased 40%, in the first three decades of the nineteenth century by 50%.
Today the "average" American is one of the wealthiest people in the world.  Technically, a household in the United States with the mean per capita GDP would rank among the top 10% of the world's wealthiest households.
  Catholic Social Thought would be politically bizarre if it were to propose changing any "habits of the heart" which sustain that bounty.

Different dates are suggested for the onset of the Industrial Revolution, ranging from 1770 to 1830.  It was surely underway before Queen Victoria ascended to the throne in 1837 to lend her name to an era; the Queen lived until 1901.  The Victorians were the first beneficiaries of the Industrial Revolution.

The Industrial Revolution meant that ordinary households bought shirts and dresses in stores; no longer need they begin by spinning wool.  Iron pots became cheap enough so that households began to have more than one; now the pots had covers that fit them.  Railroads meant that ordinary people travelled outside the town of their birth; previously only a few had.  The use of ether (mid-century) meant that operations were no longer made on patients strapped down and deliberately made drunk.  Such diseases as cholera disappeared when sewers were installed.

A singular characteristic of the Victorian era was that the bounty was much more widespread than it had ever been.  The amount of cotton spun and dresses manufactured was far, far beyond what the wealthy could consume; so were the number of wooden chairs, reasonably inexpensive rugs, and mens' hats.  For the first time in history ordinary people had underwear.  

There is a consensus that the Victorians implemented these improvements during the middle decades of the nineteenth century -- 

public education, sanitation, factory inspection, postal services, free libraries, sewage systems, waterworks, street lighting, street cleaning, paid holidays (4), increased consumption of luxuries -- tea, sugar, meat. 

The cost of food was sharply down, except for meat; the increase there probably resulted from increased demand from the working classes.  There were fewer wild swings in the price of food.  The 1880's were a period of sharply improved diet.  A meaningful increase in the height of the Army's enlisted men began; height is a widely accepted proxy for the health of a society.

By 1880 there were widely attended spectator sports.  By 1890 the working classes had bicycles.  

+
Prosperity and its discontents

"Why then if conditions were better than they had been before, did they seem worse? ... Why was poverty being 'rediscovered' at just the time the poor were becoming less poor ... ."  

Thomas Carlyle is among many who answered that question, suggesting that the condition of England was a question not only of material well being but of the people's disposition, thoughts, beliefs, and feelings -- their bitter discontent.

Tocqueville believed people "found their condition all the more intolerable according as it became better."  J.A. Hobson: "If by poverty is meant the difference between felt wants and the power to satisfy them, there is more poverty than ever."

For the poor, if not for statisticians, poverty is relative -- one's own material wellbeing relative to the material well-being of those one sees in daily life.  It would be a rare poor person who compared her situation to that of her ancestors or to that of contemporaries in other societies.  Charles Booth: "the difference between optimism and pessimism is the difference between absolute and relative figures."

Gains in material well-being come very gradually.  A 3% annual increase in per capita GDP is large, but would require a quarter century to double the standard of living.  However large a 3% gain yields, it cannot be a consideration in the daily lives of the poor.

Robert Giffen (in 1886) pointed out that, even relatively, the poor had gotten a larger share of the Industrial Revolution gains than had the rich.  There began to be an "aristocracy of the working class."  

Following the Crystal Palace Exhibition of 1851 its theme of a preceding Golden Age persisted, but data contradict the idea that the "condition of England" was better in 1851 than during the next 25 years.

+
The limits of Victorian prosperity

Of course what was well-to-do at the beginning of the twentieth century seems near destitution for most of us today.  Machine-made dresses, iron pots, and railroads no longer represent affluence.  Few of us know anyone who has had cholera.

By the end of the nineteenth century, England was no longer distancing itself from the rest of the world; a period of catching up (for everyone else) had begun.  The ordinary tension between culture and commerce may have contributed to a lessening of the enterprising zeal which distinguished the early Industrial Revolution.  Later, in the Edwardian era, there began the affected despair common in eras, like our own, when too many have lived too easy a life.

Finally it should not be supposed that the Victorians were lacking in all the unhappy features of human nature so evident in our own times.  A list would be a digression but, as a single example, jingoism was a principal support of the Victorian expansion of the British Empire.  Victorians were sinners like the rest of mankind.

++
The Reshaping of Everyday Life in the United States 

The Industrial Revolution was first English.  The United States lagged.  Although happening here later, the Industrial Revolution had the same beneficent effect for the population of the United States.  It also offered the same dreary and dangerous lives for the early American miners and factory-workers.

"The thirty year period 1785 - 1815 witnessed the first advance of the Industrial Revolution in America, but {as in England} ... it was feeble and unenduring."  The 1820's begin the telling of a different story ... gradually accelerating industrialization ... "
  

"There can be little question ... of ... improved material life for millions of Americans, in the form of cheaper clothes ... shoes ... furniture in greater quantities and of higher quality than ever before.  Even {for} those at the very bottom ... work in the sweatshops and outwork cellars and the driven life of the petty contractor were preferable to rural disaster and, for some, starvation."

In the late eighteenth century United States housing for the rural population consisted of one-story log houses with one or two rooms and a small attic under the rafters.  (At that time, 95% of the population of the United States was rural.)  Frequently the floor was simply hard earth.  Water and wood had to be fetched; privies were outdoors.  There might be windows with shutters but there was no glass.  There were no ice-boxes.  People walked or, occasionally, used horse and wagon.  (Even then the United States was a relatively rich society.)

Between 1820 and 1850 the population of New York City, Philadelphia, Baltimore, and Boston rose from 343,000 to 1,160,000.  New York City had a population of 300,000 in 1830; it was built up to 42nd St. by 1850.
 

The improved conditions in which people would live in 1900 were literally incredible in 1800.

Much more was to come after 1900.  The typical working-class woman in the 1890's married in her late teens or early twenties.  She spent 15 years pregnant or nursing a new-born.  Today the typical mother spends four years and mothers are a smaller portion of women.  Diseases common then -- typhoid fever, malaria, diphtheria, whooping cough, and small pox -- are almost unknown now in the United States.

++
Questions for Chapter 3

Answering some of these questions requires accessing the Easterlin article summarized in Appendix 2.

1) What evidence is there, that by 1870, the material well-being of ordinary Victorian households had advanced by a Promethean leap far past that of any society in history?

2) In the 1930's, President Franklin D. Roosevelt averred that, in the United States, "one third of our citizens are ill-housed and ill-fed."  Why does that statement, which is probably accurate, not contradict the claim just made about the Victorian era?

3) What is at least one disadvantage of GDP per capita as a measure of the level of development?

4) Given an annual growth-rate of 2.5% annually, how will the standard of living of a student at Villanova compare with that of her parents? of her grandparents?

5) Describe the housing in 1800 of 95% of the population of the United States.

6) The present understanding of health and disease throughout the non-Industrial World is said to be like Philadelphia in 1800.  List two "cures" used here in 1800 that would not be used today.

7) In the United States in the nineteenth century how many years did the average woman spend pregnant or nursing a newborn?  How many years are spent at present?

8) In 1830 -- before the gains made possible by the Industrial Revolution -- what portion of grammar school age children was in school in nations like Germany or the United States?

9) Easterlin suggests one principal reason for the rise in literacy in Europe.  What was it?  Who instigated it?

10) Easterlin notices that, as compared to increased GDP per capita, life expectancy and level of education do not rise simultaneously.  One often increases sooner and the other later than GDP per capita.  Which is which?

11) GDP per capita is a mean.  What would be that advantage of a median GDP per capita?

12) Distinguish "relative" from "absolute" poverty.

13) List at least three large, worldwide advances in material well-being since 1800.

Part 2  Why are we so rich?

Part Two is provided to describe the understanding economists have about the wealth of the Industrial World because recent social encyclicals have paid so much attention to the destitution endemic to the non-Industrial World.

Chapter 3 described the onset of the Industrial Revolution and the epochal increase resulting in the material well-being of ordinary households.  Chapter 4 will explore the sources of economic growth.  Economists would uniformly suggest that the remedy for a society's destitution lies in economic growth.

Chapter 4  Sources of economic growth.

++
Introduction

There are many differences between the Industrial World# and the non-Industrial World#, different religious faiths an evident one.  They are also separated by a vast chasm of material well-being.  

Nhem Yen, a typical Cambodian villager, must choose which two of her seven children should be protected by mosquito netting from the omnipresent malaria; she does not have the wherewithal to provide mosquito netting for all of them.  Throughout the world someone dies of malaria every 15 seconds.  Almost all of them live in the non-Industrial World, as Nhem Yen does.

Life expectancy in the Industrial World is in the high 70s, in the non-Industrial World usually the low 60s, occasionally the 50s.  For each 1,000 births, 85 children die in the non-Industrial World before they are five; in the Industrial World 6.  After they are five, children continue to die much more often in the non-Industrial World; many of the malaria-victims are children.  Infectious and parasitic diseases like malaria and cholera have been estimated to cause about 45% of the deaths in the non-Industrial World#, 4.5% in the Industrial World.

Any number of such sad statistics may be added.  The chasm of material well-being that separates the Industrial World from the non-Industrial World may be the most consequential fact about living in our time.  It makes so gargantuan a difference in the way lives are lived that statistics under-represent it.

Paved streets, eye glasses, sewers, hospitals, underwear, and lighted evenings are all unusual for most inhabitants of the non-Industrial World.  Major appliances are in wider use in the Industrial World than are window screens in many societies like Nhem Yen's Cambodia, where parents cannot even afford mosquito netting.  The death of a child is a heart-wrenching disaster in either World, but rare in one and common in the other.  

The disparity is somewhat different if we define either the Industrial World or the non-Industrial World to be a few more or a few less nations, or collect the data from one source rather than another.  It is not less dismal!

The cause of that vast chasm of material well-being distancing the Industrial World so far from the non-Industrial World is disputed, often acrimoniously.  What cannot be disputed is that there is a chasm, an immense disparity, and that none of the nations on the tragic side of it have much technology -- lighted evenings, steel, mineral-based power, transportation machinery, or clean running water.  

How did that chasm arise?

The success of the Industrial World is astounding and historically unique.  Perhaps, like biological evolution, the development is extraordinarily complex.
  It may well be that no explanation will satisfy a consensus of investigators.  That does not preclude perceptive suggestions about differences which seem relevant to material well-being, suggestions which accord with all the evidence we have available.  Nonetheless economists continue to seek a theory of growth that will enable us to extend its benefits much more widely.  We may think of three sets of economic theories about growth -- 

neo-classical growth theories,

new growth theories (endogenous), and

institutionalist theories.

++
Three theories of growth 

+
Neo-classical growth theory 

Robert Solow received his Nobel for his neo-classical Growth Theory: 

Y = At . Ka . L(1 - a).  

Y = GDP; K = capital; L = Labor. At is a constant representing technological growth which neo-classical economists see as exogenous.  

That is, of course, a modified Cobb-Douglas equation; it assumes that there are no economies of scale.

Growth theory began while Keynesian notions of demand constraints still ruled the ideas of economists.  Harrod provided a growth theory with those assumptions.  Solow's growth theory was principally an effort to provide a neo-classical alternate to Harrod.

Neo-classical growth theory makes these assumptions:

1)
perfect competition and information,

2)
maximizing behavior,  positive and decreasing marginal productivity, no externalities,

3)
production function homogeneous in one degree,

The simplified conclusion from neo-classical growth theory is that nations at different stages of development will converge to a common level of per capita GDP.  Such convergence has not occurred; indeed the chasm is widening.  

The data on output for non-Industrial World nations are not of the same quality as corresponding data for the Industrial World.  There is, further, the fact that GDP is a measure of market activity; in traditional societies food, clothing, and shelter are all provided, to a considerable extent, not through the market-place but by households for themselves.  A considerable portion of the product of such a society is not included in its GDP.  

There is also some dispute about the success the non-Industrial World has had in relieving its destitution.  The World Bank suggests considerable improvement for many nations; there are empirically oriented counter-claims.  We return to both claims later in this chapter.  

None of those qualifications affect the conclusion: the chasm of material well-being between the Industrial World and the non-Industrial World is vast and, for many nations in the non-Industrial World, is widening.

+
Endogenous Growth Gheory 

The failure of non-Industrial World nations to close the gap in material well-being has resulted in New Growth Theory, a development from neo-classical growth theory.  A considerable literature has emerged.  New Growth Theory seeks an equation for Y which has independent variables substituted for A.  New Growth Theory seeks to make A endogenous and is also called "endogenous growth theory."

+
How does Institutional economics explain growth?

A third set of theses explaining economic growth derives from historians and institutional economists.  They would tell the neo-classical economists that convergence does not occur because the poor nations have not eliminated their "inferior institutions."

Explanation of economic growth by institutionalists is gaining acceptance.  New Growth Theorists agree that: "{p}erhaps the most convincing evidence in favor of industrial innovation as the engine of growth comes from economic historians."
  It then needs to be shown that such examples are important to aggregate GDP.  

In general, economic historians and institutional economists offer attractive theses about economic growth but cannot quantify their insights in a way that makes them testable; credible their insights may be but quantifiable they are not.  Several of their most fundamental claims -- the positive impact of Christianity for example -- are especially refractory to quantification.

Nonetheless Paul Romer, a New Growth Theorist, asks: "in a developing country like the Philippines, what are the best institutions for acquiring A from the Industrial World; in the Industrial World what institutional arrangements best increase knowledge and incorporate it in A?"  (A being the factor for technology in the Growth equation.)

The Philippines are a test for neo-classical Growth Theory.  The Philippines and Korea were at about the same per capita GDP in the early 60's.  Their progress has been very different; Korea has grown more than twice as fast.  The dominance of the landed aristocracy in the Philippines has been suggested as the cause of their failure; that is what Adam Smith would term an "inferior institution."
  Neo-classical Growth Theory cannot explain the difference between Korea and the Philippines except by the use of "imaginative" independent variables which are difficult to base on a "generally accepted theory." 

"How do we account for the persistence of poverty in the midst of plenty?  If we know the sources of plenty why don't poor countries simply adopt policies that make for plenty?  ... We must create incentives for people to invest in more efficient technology, increase their skills, and organize efficient markets,  Such incentives are imbedded in institutions."

"Laws and institutions" is the term Adam Smith used, in 1776, to account for the destitution in China.
  It is the case that the "laws and institutions" characteristic of the Industrial World are noticeably dissimilar from those of the non-Industrial World.  Many seem relevant to material well-being; for example, timekeeping is uncommon in the non-Industrial World but seems to have been central to the development of the Industrial World.  

The World Development Report from the World Bank in 2002 "is about people building institutions that support the development of markets. ... good policies are not enough.  The details of institution building matter for growth and poverty reduction."  [p4]

The title of Adam Smith's book "An Inquiry into the Nature and Causes of the Wealth of Nations" introduces his interest.   There were already considerable differences in material well-being in Smith's day before the Industrial Revolution created the chasm of material well-being we know today.  

As described in Chapter 1, after the Industrial Revolution took hold the business cycle began to have an important effect on society.  Further, marginalism and General Equilibrium Theory came to dominate the interest of economists.  Both those developments turned the attention of economists away from Adam Smith's interest in the "nature and causes" of wealth.

Starting in the 1950's, economists began to return to Adam Smith's subject to try to throw new light on the reason poor countries are so poor.  

The enormous disparity in material well-being clearly arises from the differences in the rate of economic growth which have characterized societies throughout history.  One reasonable conclusion is that different rates of growth result from the different "institutions" prevailing in the Industrial World.  

Thorsten Veblen defined "institutions" as established social practices, habits of thought, or forms of organization.  

An institution like a college results from the American belief in the value of education; that belief is also an "institution."  Women are valued much more highly in the Industrial World than in the non-Industrial World.  That esteem is an institution.  

"Laws" are written statements, usually based on the nation's institutions, explicitly intended to shape behavior; laws against under-age drinking or racial discrimination are examples.  

Alexis de Tocqueville, in his famous and still widely read "Democracy in America," published in 1833, used the phrase "habits of the heart" to describe some part of what Adam Smith had termed "institutions."
  

David Landes is one of many contemporary economists who believe that the chasm is best explained by differences in culture.  By "culture" Landes means "habits of the heart" or "institutions."
  Appendix 4 has a summary of David Landes book "The Wealth and Poverty of Nations."

The word "culture" now carries a heavy load of controversy.  A substantial portion of the usual college faculty -- its multiculturalists -- strongly objects to assigning different merit to different cultures.  So that the enormous differences between Industrial World and non-Industrial World nations will go unrecognized, multiculturalists avoid providing the evidence about different societies that is provided in this text.  

A book "How the West Grew Rich" by Nathan Rosenberg and L.E. Birdzell presents a detailed history of the growth of wealth in the Industrial World.  Appendix 3 is a summary of the book.

+
General Purpose Technologies

Perhaps technology is driven by science, unaffected by market considerations.  Philippe Aghion uses the acronym GPT as an abbreviation for "General Purpose Technologies." A GPT is a technological breakthrough that affects the entire economic system.  Examples are -- the steam engine, electric dynamo, laser, computer.
  

The market does not find the pursuit of a GPT profitable; almost all research fails to produce a profitable product.  Post-World War I GPT's -- antibiotics, transistors, the computer, jet engines, DNA, the internet, the laser -- are products which originated either in governmental financing, in non-profit corporations, or in corporations like AT&T back when it was a monopoly and could price its service as a total of all costs plus a return on investment.

The market's advantage, huge, is in development; firms excel at providing products and services for which customers will pay, developed from research financed by government.  Government is highly unlikely to be successful at development.  The market-place has not been a source of GPT's and will not become one.

Economists do agree on the importance of technology as essential to economic growth.  They would also argue that economic growth is the only lasting solution to the bishops' call for the alleviation of poverty in the non-Industrial World.

++
Questions for Chapter 4

To the questions which follow there is often more than one answer.  For example, in Question 6, there are no special "three;"  a dozen or more institutions ("habits of the heart") might be listed.

1) Adam Smith, David Landes, and Nathan Rosenberg all agree about one source of economic growth.  What is that?

2) Adam Smith suggested that China was so destitute because its “laws and institutions" were inferior.  David Landes agrees and gives an example of an institution in China which is inferior.  What is that?

3) There is a Judaeo-Christian institution, a characteristic of Christianity, that can be seen as truly central to the unique development of the Industrial World.  It contrasts with such myths as Prometheus or Pandora's Box or Eve eating the apple or the Tower of Babel.  What were those myths about?  What is that institution?

4) Landes lists three Judaeo-Christian "institutions" that contributed substantially to the foundation of the Industrial World.  What are they?

5) The present populist storm against genetically modified food rejects a "habit of the heart" which many see as an especially important in creating the chasm of material well-being which separates the Industrial World from the rest of the world.  What is that "habit?"

6) List three "institutions" which you believe to be especially important sources of economic growth.  (Should you believe that such "institutions" are not the source of economic growth, answer this question by describing why you believe that.)

7) Neo-classical economists do not believe that Path Dependance is a useful approach to explaining economic growth.  Setting aside any objections you might have to their interest in mathematics, what objection do they have to "institutionalism" which clearly has merit?

8) What is Galileo's contribution to economic growth?  How did it come to be important in ways he did not imagine?

Part 3  Justice and its costs

Chapter 5  The Philosophy of Justice

"When a man sells his daughter as a slave, she shall not go free as the male slaves do."

"Whoever curses his father or mother shall be put to death."

"When a man strikes his male or female slave with a rod so hard that the slave dies under his hand, he shall be punished.  If, however, the slave survives for a day or two, he is not to be punished since the slave is his own property."

"When men have a fight ... and injury ensues, you shall give life for life, eye for eye, tooth for tooth, hand for hand, ... stripe for stripe."

Those quotes are from Chapter 21 of Exodus in the Hebrew Scriptures; the Ten Commandments are in Chapter 20.  Several ancient societies provided codes of justice -- at least the Persians, the Babylonians, and the Hebrews.  Justice was "retributive," punishment for crimes.  Rather than being harsh and brutish as they now seem to be, the codes were probably intended to moderate the punishments being inflicted by an angry populace.

The response of Jesus Christ to retributive justice is well known. 

"You have heard the commandment, 'An eye for an eye, a tooth for a tooth.'  But what I say to you is this: 'When a person strikes you on the right cheek, turn and offer him the other." Matt 5:38-39

Jesus's response does not intend justice but love, the response not of a just man but of a Christian.  Portia makes the distinction in her famous judgement of Shylock.

"The quality of mercy is not strained; it droppeth as the gentle rain from heaven. ... Therefore, Jew, if justice be your plea remember this that in the course of justice none of us should see salvation."

Portia asks Shylock to offer mercy; when he does not, she offers Shylock a very narrow justice, if justice at all. 

 ++
What is justice?

Justice has many definitions, not easily reconciled.  In competing theories of justice, it is often the definition of justice that is responsible for much of the disagreement.  In her book "Six Theories of Justice" Karen Lebacqz begins with the fable of the six blind men trying to describe the elephant: "there is no single way of defining justice and no single theory of justice satisfies all."

Originally "retributive," no longer is justice only "getting even."  Income distribution is a large part of today's problem of justice.  Should a person whose work contributes mightily to the community not get a much larger reward than the town drunk?  What about the distribution of power and privileges?  Should the vote of a hedonistic ignoramus count the same as that of a responsible citizen who has studied the issues?  

Not all agree that any effort need be made to "lower the Gini," make income distribution more even throughout the society, bring the town drunk's income closer to those who contribute mightily.  The Greeks would have found distributive justice absurd.

+
Plato and Aristotle 

There had been codes of justice for centuries, but the Greeks were first to describe a theory of justice; Plato and Aristotle did.  Much of their thought underlies our notions of justice today but there is a major difference: 

the Greeks did not expect egalitarian justice; everyone had a place; justice would be the same only for those in the same "place."  

Both the Greeks and we today agree that equals must be treated as equals.  But the Greeks would never have agreed that "all men are created equal."

Plato {427 - 347 BC} proposes a rigid hierarchy as just, each of three orders "tradesman, Auxiliary, Guardian keeps to its own proper business in the commonwealth ... {T}hat ... makes a just society."  Someone designed by Nature to be a tradesman might aspire beyond his place to the military or to a seat among the Guardians.  That would be fatal to the commonwealth.

Aristotle {384 - 322 BC} accepts "place" as readily as Plato.  In "Politics" Aristotle offers an unabashed defense of slavery: those who are slaves are naturally meant to be slaves.  They would be unhappy and unable to cope if they were given freedom.  Aristotle considers absurd the view that morons or foreigners have the same rights as citizens.  

However, in "Nichomachean Ethics," Aristotle makes quite clear that it is the poor who are most in need of justice and he distinguishes retributive justice from distributive justice.

Except that they do not accept the claim in our Declaration of Independence that "all men are created equal," both Plato and Aristotle offer theories of justice that can still be read with approbation.  Since it is patent that all men are not created equal, the logic of their theories remains reasonable.  

However, modern theories of justice expect to treat all equally; there are no classes for justice.  Slavery is condemned for that very reason.  But, as the Greeks insisted, it is the case that all men are not created equal.  What problems result?  

+
The English 

Theories of justice have been a philosophical concern of the English at least since Thomas Hobbes {1588 - 1679}.  John Locke, somewhat younger than Hobbes, and David Hume, a contemporary of Adam Smith {eighteenth century}, continued Hobbes' concern.  By no means were the three in agreement about justice, but all were what we would now term "utilitarians."  For all three the goal was to satisfy the most citizens.  John Stuart Mill is their prominent {nineteenth century} disciple.

Mill suggests that actions are right which make the sum of happiness greater for the society.  (Happiness may be either hedonistic or ideal.)

Utilitarianism appears to over-ride our intuitive expectation that individuals will not be harmed for the "good" of society.  If it costs too much to educate some handicapped child, the utility of the society is served by leaving her uneducated.  To meet that objection Mill adopted Kant's distinction between perfect and imperfect obligation.  Both are deontological. #  In the former, I have a duty to act so that your rights are inviolate.  In the latter my duty to do good remains but you have no right that I do good for you.  

In Mill's view it is unjust to violate the legal rights of anyone -- to deprive anyone of her personal liberty, property, or other legal belonging.  Rights, though, may have been forfeited: a person convicted of robbery forfeits his right to freedom.

It is unjust, writes Mill, to break a promise.  There might be exceptional circumstances in which breaking the promise would be less unjust than the alternate.  Closely allied to his "anti-Greek" notion of equality, is Mills' dictum that partiality is unjust.  A just tribunal metes equivalent judgements for equivalent acts, regardless of the identity of the actor.

There may be unjust laws.  In justice only "legal rights" supported by just laws are secured.  Some of our great names in justice have made their name by publicly disobeying unjust laws.  Martin Luther King is a prominent example.

Aside from the law, each person should obtain what she deserves.  For an evil act, evil deserts; for a good act, good deserts.  The Christian idea of returning good for evil is not a plea for justice.  A parent may do good for a child who has done her evil; she is not being just but merciful, and perhaps -- but only perhaps -- helpful.

Extreme claims for equality or impartiality, not held by Mills, reject inequality of pay or power regardless of the contribution for which the pay is tendered.  Communism, theoretically, is the example.

Mill's theory of justice also references income distribution.  If among laborers "a greater share of the joint result is actually his work {then} not to allow his claim is a kind of robbery,"

"It is evident that all cases of justice are also cases of expediency; the difference is in the peculiar sentiment that attaches to the former.  ... Justice remains the appropriate name for certain social utilities which are vastly more important and therefore more absolute and imperative ... "

Justice implies two things -- some rule for conduct and institutions supporting the rule.  When we claim a right for someone, we imply that society is obligated to protect that claim.  It will be no easy task to assemble the community for that protection in times of stress.  

There are always conflicts.  If we take one set of assumptions, we reach a logical, "just" conclusion.  But, in many cases, sets of assumptions conflict so that justice is different for one judge than for another.

+
"Rule utilitarianism" and "act utilitarianism"

Those are some of Mill's conclusions.  His theory of justice arises in his ethics: the best must be done for the largest number of people.  Paradoxes arise.  In some states sexual predators are now identified to the community when they are released; they are unlikely to be welcomed.  They face even more difficulty returning to "normal life" than do ordinary released convicts for whom that adjustment is difficult enough.  Is that just?

Earlier David Hume had distinguished the utility of a single act from the utility of a system.  The utility of an act cannot be determined in vacuo.  "A single act of justice is often contrary to the public interest."  Since he has already served the sentence imposed, releasing the sexual predator without identifying him to the community would be justice for him.  

Hume proposes the distinction we make now between "rule utilitarianism" and "act utilitarianism."

In the former we always seek the greater social good.  Suppose you can achieve more good for society by breaking the law -- by identifying the predator to the community.  In Act-utilitarianism you break the law; in Rule-utilitarianism not breaking laws may be a rule for society which supplants the greater good.  In the latter, the predator is not identified.

What Hume makes clear is that the utility of an act by itself cannot give an adequate concept of justice.  Considerable evidence suggests that, except by old age, the sexual predator is never rehabilitated.  Identifying the sexual predator to the community provides the greater social good.  The community should be forewarned.  That is act-utilitarianism.

+
Immanuel Kant

Immanuel Kant {1724 - 1804} towers among history's greatest philosophers; most of his work is outside the scope of our interests.  But his deontology# must be described quickly because it impacts current theories of justice.  John Rawls, to whom we come soon, is Kantian.  Many economists who write about justice or "fairness" are Kantian.

Mainstream economics has among its primal assumptions that man is a rational maximizer.  That fits well with Kant's mandate that "morality consists solely of rational principles."
  Kant is rejecting assertions by many of his predecessors such as Aristotle and Hume that morality is based on feelings.  Any rational person is capable of distinguishing right from wrong.  

A rational person has a duty to "do to others as you would have them do to you."  That is Kant's "categorical imperative."  He writes of duty as a "far nobler end" and a "supreme condition."  A rational man of "good will" will do his duty.

++
Current theories of justice

Our concern here is for economic justice.  Broadly, theories of economic justice are distributive; they ask: who gets what?  (The Bishops' Letter "Economic Justice for All" is not included in this precis of the current theories of justice.  It will be examined in detail in four later chapters of this text.)

+
Today's utilitarianism

Utilitarianism has few remaining defenders.  But "utility" recognizes, as distributive justice does not always, the advantages of a larger "pie" over "equal shares."  Suppose a 1/10 share of the GDP for the bottom fifth represents a higher GDP/capita for each person in the bottom fifth than a 1/5 share.  Presumably the bottom fifth chooses the former, "unfair" alternate.  There can be a conflict between providing more equal income distribution and increasing productivity.  

In addition to the conflict between utility and "justice,"  there is also a conflict between effort and contribution.  In professional sports the hard-working outfielder who hits .275 will not keep his place on the team when a shiftless, lackadaisical outfielder arrives who hits .325 and is a better defensive player.  Contrarily, in school, grades are often affected by effort.  

Announcers support the popular view of sports that hard work succeeds.  The market-place is more realistic and rewards contribution; regardless of claims from sports announcers, so do the coaches of athletic teams.  

The usual objection to Mill's utilitarianism is against its assumption that the greater good of society is to be the goal regardless of the impact on individuals in that society, that the end justifies the means.  Do not worry about justice for the sexual predator; keep him in jail forever.  

It may be that justice is easier to describe as a procedure than as a outcome.  Modifications of Mill's work underlie theories which do now find favor.  John Rawls' "A Theory of Justice" is an example.  For Rawls justice is a procedure not an outcome.  

+
John Rawls -- Justice as Fairness

John Rawls' massive effort, "A Theory of Justice,"
 is intended as an advance on Mill.  Mill's utilitarianism had two objectives -- 

1)  an explicit method of achieving justice,

2)  recognition of the importance of the general good.

Its principal weakness was its acceptance of counter-intuitive personal injury to achieve a greater social good.  Rawls set out to achieve the first two objectives while eliminating that weakness.  He improves on Mill by substituting rational choice for utility.  Basic liberties are fairly protected.  Not only is no one disadvantaged but the least advantaged makes the largest percentile gain.

The importance of Rawls' book can not be denied.  Since it was published in 1971, few philosophical discussions of justice have proceeded without reference to it.   For a large number of thoughtful citizens Rawl's contract model of justice remains a major support for the secular state.  

Rawls offers two principles of justice. 

1)
Each person is to have the most extensive set of liberties compatible with the same liberties for everyone else.  Since society is not a zero-sum game, choosers opt for improvement in each person's situation while not knowing which will be their own.

2)
The maximin principle suggests that the greatest improvement must go to the least advantaged.  Further, there must be equal opportunity for all; no one is to be locked into subordinate well-being.

Each person is to benefit from any inequality; the least advantaged is to benefit the most, in percentile terms.

Rawls describes a method of implementation -- a "veil of ignorance."  Three assumptions underlie Rawls' "veil of ignorance:"

1)
choosers understand the "circumstances of justice;"

2)
choosers understand enough economics and social organization to make reasonable predictions of social outcomes; and

3)
choosers are "mutually disinterested" and "not envious."

Does Rawls' theory succeed?  The very volume of the criticism attests to the quality of Rawls' thesis.  To a considerable extent he set the future agenda.

Criticism of Rawls

Sandel complains that Rawls' "self" is a limited one.  Will not the "self" be modified by her life experiences and her cooperation with others?  Rawls' "self" does not account for "important aspects of community and self-knowledge."

Rawls is not suggesting that his veil of ignorance could actually be used by a community.  Instead he is suggesting it as a way for an individual to decide what is just.  Critics suggest that this understanding contradicts Rawls' claims for his "contract."

In the large body of work discussing Rawls' contribution there are other criticisms.  Is the assumption of "disinterest" weak?  Is justice to be procedural?  Who says free choice is the correct choice?  Finally there is no empirical support for any of Rawls' work.

Many of those criticisms accept the thrust of Rawls' thesis and only wish to modify it.  Robert Nozick rejects the thesis entirely.  He responded to Rawls with a Libertarian challenge to distributive justice.

+
Robert Nozick -- Libertarianism

"Anarchy, State, and Utopia" does not seek justice; it seeks the minimal State.  Perhaps it redefines justice: only the minimal State is justifiable.

Robert Nozick believes that it is not just to take goods from those who made them.  According to him, those on the bottom already receive the greatest advantages from societal cooperation.  He suggests that making the worse-off better-off is not intrinsically more just than making the better-off even more well-to-do.

Nozick's is the theory used by proponents of minimal government; Rawls would find his support among those citizens who cherish "community."  (For political platforms the harsher aspects of Nozick are usually softened. 
)

Nozick opposes efforts to redistribute goods.  Any possession arising in a just process is an entitlement.  He defends property rights absolutely and, implicitly, suggests that property arising in a market exchange is thereby justly acquired.  Taxes are an unjust seizure of the labor of the person taxed.

There are complications addressed as a procedure for how the minimal State arises.  Consider a dominant agency which has independent agencies within its borders. 
 
1)
Border crossings with compensation will not do. No one is safe if compensation is paid.

2)
Banning all crossings will not do.  It is not always possible to avoid crossing a border.

The solution for the minimal State: permitted border crossings are to be compensated; persons refused permission to cross -- with reasons unstated or insufficient -- are also to be compensated.  In the latter case the compensation provided is protection service.

The minimal state exists only to protect fundamental rights against injury by others and to enforce compensation for such injury.

For Robert Nozick a limited set of near absolute rights constitute the foundation of morality.  The minimal state provides institutions to settle disputes and to protect peace and property.  Nozick sees such a State as exciting: each person is free to live her life as she chooses as long as she does not infringe.

Criticisms of Nozick

Nozick's principles are simply appalling to a Christian; only a secular critique can consider the merit of his argument and conclusions.

That critiques does consider Nozick's claims about – 

the historical principles of justice,

the centrality of liberty, and

the Lockean proviso on holdings.

That secular critique reminds us that Nozick avoids any investigation of whether, in history, the acquisition of property has been just.  Many, perhaps most, large acquisitions have not been.  Further many believe that, in history, the State does not arise in the need for defense but in the need for community.

Much of Nozick's language is value-laden -- e.g., taxes as forced labor.  There is no recognition of how much well being is originated by the non-profits. 

Charged that his defense of entitlements does not fulfill what many take to be the demands of justice, Nozick would reply that his critics misunderstand justice: only the minimal state allows individuals to achieve what their accomplishments justly deserve.

Finally, even his harshest critics agree, Nozick makes contributions: entitlements have a place in a theory of justice and many popular ideals -- equality and liberty as examples -- do conflict.

Reinhold Niebuhr's work was largely completed before Robert Nozick's began, but Niebuhr presents a Christian response.

+
Reinhold Niebuhr -- Christian realism

Niebuhr was a towering figure in the twentieth century -- not only for Protestants.  His religious approach to justice differs from the Roman Catholic bishops' "Economic Justice for All" principally by giving sin a larger place.  His disciples would claim that Niebuhr is more realistic than the bishops.  His major work is "The Nature and Destiny of Man;" a briefer one is "Moral Man and Immoral Society."  

A major difference in his thought from Catholic Social Thought is that the latter is more optimistic about the possibility of social harmony.   Niebuhr's Christian Realism takes more seriously the limits, resulting from our sinfulness, of political and social possibilities.  For Catholic Social Thought the basis for justice is man in the image of God; Niebuhr stresses man as the fallen sinner.

For Niebuhr justice is a substitute for Christian love; we cannot have nicely calculated justice.  The powerful always succeed in modifying attempts to codify justice so their own vested interests are protected.  

Central to Niebuhr's thought is the quest for a balance of power.  Some shift in the balance of power has always been the prelude to more justice.  

There can be no universal, rational standards of justice; reason too is "fallen."  Furthermore reason is not all of human life; there is passion.  History is not rational but vital, including passion.  Power yields injustice; the struggle for justice will remain the struggle to increase the power of the poor.  While freedom is part of the essence of human nature, unfettered freedom in the market-place prices the poor out of the market.  Freedom must be limited to enhance justice, community, and equality. 

Economic power is as important as governmental power; in contemporary society centers of power are largely economic.  Early in his career, Niebuhr opposed private property and seemed Marxist.  Later he took care to oppose Marxism but was never comfortable with private property.  Niebuhr found "flagrant forms of injustice in capitalistic, democratic countries."  He was a staunch critic of contemporary capitalism, which he saw as a "particularly grievous form of social injustice." 

Niebuhr's description of justice differs from the three previous descriptions.  Niebuhr sees

utilitarianism as unrealistic in expecting harmony,

both Rawls dependence on reason and his assumption that equal liberty will result in justice as fallacious, and

Nozick's trust in the market-place as ignoring the certainty that exchanges will not be "free."

Criticisms of Niebuhr

Critics suggest that Niebuhr must describe the requirements of justice in more detail.  He has no theory of justice.  Niebuhr's "realistic" approach may be only his own idiosyncratic reading of what is right.  Niebuhr begins with history but does he read history correctly? 

He fails to illuminate difficult tactical questions and has limited usefulness; what does justice mean in relation to needs or merit or productivity?  Further, he uses freedom and equality as basic rules of justice but defines neither.  

If justice admits the claims of self while love expects the sacrifice of self-interest, how can love and justice be similar?  The Christian is caught between conflicting demands.  
(Niebuhr rejects that argument.  In a sinful world, self-interest enters.  Justice is the fair promotion of interests.  Justice and love are not identical but are complementary.)

Niebuhr  supported economic development in the non-Industrial World, but may have been unrealistic about political justice there.  The will to power may be the foremost sin in the non-Industrial World but Niebuhr did not comment.  He had little to say, claim feminists, about justice for women.

In response to those criticisms one could reply that Niebuhr's purported weakness -- lack of clear definitions and over-emphasis on sin -- is his strength.  Niebuhr's failure to provide definitions may bring him nearer to truth.  As Nozick does not, Niebuhr begins with history.  Niebuhr takes seriously the realities of conflict in society; in contrast with theories previously described, Niebuhr explicitly recognizes the conflicting claims of vested interests.

Regardless of his contributions to a theory of justice, Niebuhr leaves a strong legacy in ethics.  For more than a few, Niebuhr's "Nature and Destiny of Man" is the most important American contribution to Protestant theological ethics in the first half of the twentieth century.  

++ Questions for Chapter 5

1) In your view should a professor consider "effort" in assigning a grade or just "contribution?"  How does this question relate to justice?

2) What is the argument for the claim that justice is better seen as a procedure than as a result?

3) What is a principal difference between Niebuhr's work and Rawls' "Theory of Justice?"  

4) What is a principal difference between Niebuhr's work and Nozick's?

5) A "realistic" view of capitalism might suggest that many of the "sins" ascribed to it are common to all economic systems and a result of human failure rather than a failure of the "system."  Do you agree or disagree?  Why?

6) Should justice be merciful?

Part 3  Justice and its Costs

Part 3 “Justice and its Costs”” is considering how philosophers and economists describe justice.  Chapter 5 offered a summary of contemporary concerns by philosophers; of the philosophers mentioned, two, John Rawls and Robert Nozick, are referenced often in essays by economists about justice.

The principal purpose of this text is to present Catholic Social Thought, a Christian understanding of economic justice.  Chapter 6 presents a largely secular understanding of economic justice by economists.  Ensuing chapters in Part 4 present Catholic Social Thought itself.

Chapter 3 suggested that: “Catholic Social Thought would be politically bizarre that proposed changing the “habits of the heart” which sustain that bounty {the affluence of the Industrial World}.”  Summarizing observations by economists about justice, Chapter 6 establishes a framework in which to gauge the costs and feasibility of moves toward more economic justice. 

Chapter 6  Economists and Justice

++
Thinking about economics and ethics

Roger McCain intends to help us think more clearly about ethics.  He distinguishes deontology from consequentialism. 

Deontology describes actions according to a set of rules; Christianity is deontological; so is Immanuel Kant.
 

Consequentialism suggests that actions should be chosen based on their consequences.  Applied to rationality -- for example, to economic rationality -- consequentialism is prudent.  

In deontology the "goodness" of an action is a function of its purposes not its consequences.  That might be imprudent; for many, some of the Christian Testament is imprudent.  However Christian and charismatic, St. Francis of Assisi and Dorothy Day are both imprudent.

+
Three modes of rationality 

Consider three modes of rationality, two which are well-established and a third, a new view suggested as a response to a growing number of anomalies in economics.  That new view is intended to be convergent to findings in related social sciences.

The well established views of rationality are "neoclassical"  and "procedural."  The proposed new view is "linguistic" which, strictly, is about "reasonableness" rather than rationality.

Neo-classical rationality 

The neoclassical view is that people are rational maximizers; they maximize a preference function (for profits in the special case).  The growing difficulty with the neo-classical view is that it is not supported empirically.  For example, Leibenstein in his paper on X-efficiency demonstrated that firms do not obtain minimum costs given the technology and resources available.

In principle, normative and empirical rationality are different questions.  The normative question (what should people do if they were rational) could be debated in the absence of empirical evidence that they were.  In practice, such a position is not really satisfactory for the neoclassical case which at least leaves its students believing that it is about the real world.  

Procedural rationality 

The second understanding of rationality is "procedural."  It refers to actual human behavior: what do persons do to be rational; how rational are they?

The procedural view has the merit that it is compatible with investigations of actual behavior.  Perhaps people are rational often enough so that neoclassical economics can be sustained.  Procedural rationality is empirically consistent: how do people behave; how effective is that behavior?  Herbert Simon and Amitai Etzioni both contribute in this area.

Linguistic rationality 

Some economists have proposed a third understanding -- economics based on the behavior of a reasonable man rather than a rational one.  That proposal is similar to what McCain calls "linguistic" rationality.  Five criteria are offered for linguistic rationality.

1)
Is it subject to empirical test?

2)
Is it rigorous?

3)
Is it univocal (unambiguous) as opposed to equivocal?

4)
Can it be implemented?

5)
Is some person committed to the conclusion?

Linguistic rationality is superior to neoclassical rationality because the latter simply assumes that man is rational; no evidence is offered.  It is actually about reasonableness rather than rationality and differs from procedural rationality in that regard.  There are at least three implications of the linguistic mode.

1)
Rationality is relative: one act may be more rational than another.  Linguistic rationality questions whether the sophisticated techniques of rational expectations are cognitively available to people and thus actually used in place of Keynesian rules of thumb.

2)
Rationality is affected (and modified) by culture and history.

3)
A commonplace of cognitive science is that people use heuristic# rules of behavior.  Especially businesses tend to be run heuristically.

+
Morality and rationality, fact and value

There are two "rather stereotyped" views of the relation between economic rationality and morality.

1)
Rationality cannot be moral: rationality is inherently self-interested; morality is necessarily selfless.  Further rationality is inherently consequentialist; morality is not.  

2)
Rationality and morality are closely related: rationality is an explanation of how means relate to ends; ends are a frame for testing consequences.

Further, what is rational in the short-run may not be in one's own long-run interests.

Milton Friedman argues that fact and value should be kept scrupulously separate and most economists agree.  Contrarily McCain believes that the most useful attribute of economics is that it provides a nexus of fact and value "closely connected so that the valuative significance of the facts and the significance of the values are remarkably clear."  

{{Adam Smith was "remarkably clear" about the "valuative significance of the facts and the active significance of the values ... "  He is much misunderstood by readers who ignore his concern for values; cf. Appendix 5.}}

McCain describes a mixed consequentialism which is rational and ethically acceptable.  Rationality (linguistic) and ethics could both meet the five criteria previously suggested.  To be rational is to advance the views to which one is committed; to be moral is to advance the views to which one ought to be committed.

McCain contends that economics has always been value-laden; the values of mainstream economists are consequentialist in a narrow way.  Consequentialism has become controversial, difficult to support with careful philosophy.  He suggests that, if it were to use linguistic rationality, neoclassical economics could retain its one indispensable contribution to mankind: a nexus of fact and values which supports a valid inference from values to social action.

++
Taking ethics seriously

Today many economists support Smith's contention that economic life cannot succeed without honesty, trust, and good will.  Moral constraints are instrumentally important for good economic performance.
  Kenneth Arrow and Paul Samuelson, both Nobelists, are among the concerned economists quoted in the Hausman article.  Arrow reminds us that altruism is a scarce resource; the market can conserve that resource as it does shoes or petroleum.  But market forces cannot always substitute for altruism: blood donations given voluntarily are of better quality than those purchased.  

Hausman and McPherson offer this summary of contemporary moral philosophy related to justice.

+
Contemporary moral philosophy related to justice

There are four categories of contemporary moral philosophy -- 

1) those which focus on efficiency, 

2) contractarian theses, 

3) libertarian theories, 

4) utilitarian or consequentialist theories.  

John Rawls' theory of justice, Robert Nozick's entitlement, and neoclassical welfare economics are each a framework of moral principles.

1) Theories which focus on efficiency  -- the viewpoint of economists 

The deep American commitments to moral and political equity are not easily extended to economics.  It hasn't proved possible to do much of a practical nature with Pareto optimality#.  There is, for example, an immediate problem with differences in talent.  

That view raises two kinds of problems -- (1) the gap between just distribution and realistic limits on information (2) individual responsibility.  Proposed solutions to those problems tend to be value-laden.  The striking increase in economic inequality during the 1980's and 1990's makes those problems more relevant now.
  That relevance is of most importance to economists who put a high value on a lower Gini.

2) Contractarian theses

John Rawls is a leading contractarian.  He believes preference satisfaction is an adequate conception of material well being but he does not regard preference satisfaction as appropriate for a theory of justice.  He claims there is a contractual, not a benevolent, basis for a safety net.  Chapter 5 has more on Rawls.  

3) Libertarian theories

Robert Nozick argues that natural rights, rights which do not depend on consequences, secure individual autonomy.  Nozick:

"... considerations of welfare never justify interferences with individual liberty ... "  

Most libertarians (Robert Nozick is a Libertarian) value beneficence and charity as virtues but do not wish to be forced to be benevolent or charitable.
  Libertarians like to believe that their program makes society better off but offer little evidence.  

Nozick sees individual rights as absolute self-constraints on action.  Agents may do as they wish within the constraints imposed by others' rights.  Chapter 5 has more on Nozick.  

Economists, many of them Libertarian, typically put a high value on human freedom.  Frederick Hayek and Milton Freedman are examples.  

James M. Buchanan's Libertarian argument against redistri-butive justice seems to be based on the fear that, if we tried to do any such thing, vested interests would overwhelm the effort.  He and Gordon Tullock originated the effort to recognize that political actors, not just economic actors, are self-interested.
  

4) Consequentialism -- Utilitarianism reborn

Utilitarianism proposes that the purpose of economic action should be to bring about happiness in society.
  

George Moore led the logical positivist critique of utilitarianism denying that the good can be defined in non-ethical terms.
  He was successful and utilitarianism lost all standing among moral philosophers  --  if not with the public.  John Rawls offered a reasoned alternative to utilitarianism.

The goals of Consequentalism relate easily to Utilitarianism.  In Rawls' version, individual injury in order to benefit society is not allowed.

++
Conclusion

Very little in ethics is uncontroversial and the best economists can do is rely on the most robust moral principles available.  When proposing policy, economists must remember that they are demonstrably more self-interested than the norm; there is much moral philosophy that has merit for economists.  

This text continues to assert the advantages of "Prudent Economics."
  In the public square it is often the case that questions are avoided; some "bumper-sticker" comment which has popular appeal but no empirical support is endlessly repeated.  When one of contending advocates avoids questions, that is a reliable signal that her opponent has the better argument.  

In Appendix 6, Etzioni defines instrumental rationality as openness to new evidence and openness to logic and claims: "that concept of rationality is deeply ingrained in our culture."
 Prudent economics acclaims that concept of rationality.

Much can be done to lower the Gini at low cost to the economy.  Lowering the Gini can be seen as a modern re-statement of the compelling interest of Jesus Christ in the poor.  Proposals to lower the Gini can be "instrumentally rational."  If the proposals do not lower productivity and are just, opponents will not cease to contest them, but will ignore the evidence offered and avoid questions about their own claims.

++
Questions for Chapter 6

1) What is deontology?

2) What is "linguistic rationality?"  Is it, strictly, about rationality?

3) What is "prudent economics?"

4) How does Adam Smith relate capital to labor?

5) What are "laws and institutions?"  How does Adam Smith relate them to the "Wealth of Nations?"

6) Describe Etzioni's "I&We."

7) Who first wrote: "We are not ready to suspect any person of being defective in selfishness{?}"  What was his point

Part 4  The Documents

Chapter 7  Which are the Social Encyclicals?

++
Historical background

Chapter 2 described the circumstances in which Pope Leo XIII issued Rerum Novarum,
 the first of the "social encyclicals."  At the time there was a growing hostility to the Roman Catholic Church among the European working-classes.  The reactionary forces with which the Vatican had been allied for centuries, the European nobility and monarchs, were in their death throes -- although it was not nearly so easy for Pope Leo XIII to recognize that in the late nineteenth century as it is for us now in hindsight. 

The rising political forces in the nineteenth century were popular movements and democratic governments, but also Socialism and Communism.  At least in the minds of the Curia# they were all offspring of the eighteenth-century Enlightenment# -- an enemy of the Church.

Pope Leo XIII published Rerum Novarum in that difficult setting.  He was encouraged to do so by the hierarchy in Germany, England, Ireland, and the United States.

In 1931 Pope Pius XI published "Reconstruction of the Social Order" (Quadragesimo Anno) on a tenth anniversary of Rerum Novarum.  Four papal encyclicals expressing the Church's concern for the betterment of the social conditions of working-men followed on later tenth anniversaries.

"Christianity and Social Progress" (Mater et Magistra) in 1961 by Pope John XXIII

"Call to Action" (Octogesima Adveniens) in 1971 by Pope Paul VI

"On Human Work" (Laborem Exercens) in 1981 by Pope John XXIII

The most recent is "One Hundredth Year" (Centesimus Annus) published in 1991 at the one hundredth anniversary of Rerum Novarum.  No social encyclical was published in 2001.

Other social encyclicals were published in "off-years."

"The Church in the Modern World" (Gaudium et Spes) was published in 1965 at Vatican II#.  

"The Development of Peoples" (Populorum Progressio), with its special emphasis on the destitution endemic to the societies of the non-Industrial World, was published in 1967 by Pope Paul VI"The Social Concerns of the Church" (Sollicitudo Rei Socialis), was published in 1988 by Pope John Paul II.  It continues Pope Paul VI's concern to improve the material condition of societies in the non-Industrial World.

"The Social Concerns of the Church" met a divided response.  It considered the North/South divide as seriously as the East-West divide then still extant and was well-regarded for that.  William Safire, a Libertarian columnist for the New York Times, objected to its treatment of the United States and the USSR as moral equivalents.  The Pope was then and has remained a strong critic of the arms race which Safire and many other Libertarians are not.

"The Social Concerns of the Church" advanced an analysis of economic injustice that seemed to call for urgent change.  It was alert to and supportive of the move for human rights.  But Pope John Paul V is seen in some quarters to endorse change only when it accords with his own view of what is needed; he was affirmative in Poland but not in Latin America.  Some claim he opposed efforts to remove "structures of sin" in Mexico (Chiappas) and Nicaragua.

++
Rerum Novarum  

In Rerum Novarum Pope Leo XIII began the attempt to describe Catholic Social Thought.  He offered several important principles to guide us in a Christian effort to extend the "good life" to a larger share of the population.

Among those principles is a forceful restatement of the dignity of each person.  God has not gifted all of us equally but God has intended that each of us have equal dignity -- the right to be fully human.  Divine grace is extended to all equally.  Each of us has the right to participate in social decisions; the common good should be the goal of each society.

Pope Leo XIII defended the right to private property; at the time Socialism was a strong challenge to that right.  He opposed heavy taxes on private property.  But he also called on employers to extend to employees more of the fruits of their labor.

Chapter 8 offers a detailed description of Rerum Novarum and of "One Hundredth Year" (Centesimus Annus).

++  Reconstruction of the Social Order



This encyclical of Pope Pius XI {1931} must be read remembering the context in which it was promulgated.  There was a worldwide economic depression, much more severe than any there have been since Keynes published his epochal book "The General Theory of Employment, Interest, and Money."
  When this encyclical was published economic hope was in short supply worldwide.

Recessions today are of a different magnitude than was the Depression in which "Reconstruction of the Social Order" was published.  In the United States unemployment reached 25%.  Doubts that capitalism was a viable economic system were widespread.  Pope Pius XI was not alone in the scepticism about capitalism which infuses his encyclical.  Advocates of Communism or Socialism abounded throughout Europe and, with less political impact, in the United States.

"Reconstruction of the Social Order" is in three parts -- 

I
The impact of "The Condition of Labor" (Rerum Novarum)

II
Social and economic doctrine

III
Socialism.

+
I
The impact of "The Condition of Labor" (Rerum Novarum)

Part I of "Reconstruction of the Social Order" begins with the effect of "Reconstruction of the Social Order" (Rerum Novarum) on the Church.  It committed many priests and lay people to the Church's social teaching.  It had been taught in seminars and universities and had inspired a Christian social science.

There were practical applications: works of charity multiplied; education and culture were affected.

In Europe -- but not in the United States -- there was some governmental support for the needy by 1931; Pope Pius XI advocated more.  Unions were encouraged.  We are reminded that Pope Leo XIII's admonitions derive from the Gospel.

+
II
Social and economic doctrine

Part II of "Reconstruction of the Social Order" begins by recognizing the responsibility of the Church to address those issues and to make judgements about economic problems when they have moral implications.

In Part II the encyclical supports property rights but suggests limitations on those rights.  It encourages mutual support between labor and capital; but adversely criticizes the practice throughout history of owners claiming almost all the benefits produced with so little regard for the claims of the working-men.

Betterment of the conditions of the proletariat is the principal objective of the encyclical and a living wage for families is demanded.  Jobs must be available for all who seek them.  Rural workers are especially abused; women and children must not be.

The market cannot be the sole determinant of the way an economy functions; the State must be responsible to reduce conflict and promote economic harmony.  Public intervention in labor disputes is encouraged.

Part II also calls for international economic cooperation.

+
III Socialism

Part III of "Reconstruction of the Social Order" is a stern attack on Communism and Socialism.  The former abolishes private property and has a history of violence.  Socialism rejects violence and supports some private ownership.  But both are based on a view of human nature alien to Christianity; there can be no compromise between either and Christianity.

++
Christianity and Social Progress


By the time Pope John XXIII issues this encyclical {1961}, economies in the Industrial World are thriving.  Capitalism is a widely recognized success; Socialism and Communism are no longer gaining prestige among intellectuals and support among the citizens at large.  (In 1961, though, their collapse is still decades in the future.)

This is the first encyclical which emphasizes the vast chasm of material well-being separating the Industrial World from the non-Industrial World; much of the encyclical is devoted to improving conditions in the societies of the non-Industrial World.  It is in four parts -- 

Part I
New developments

Part II
Development of social teaching

Part III
New aspects of the social question

Part IV
Reconstruction of social relationships.

+
Part I

New developments

Part I of Christianity and Social Progress demonstrates a much more complete understanding of the Modern World than had previous social encyclicals.  In the scientific order it lists nuclear energy, the widening use of synthetics, and the "conquest" of space as especially important.  The momentous increase in the speed of transportation and in the ease of communication are noticed.

In the Industrial World societies now {1961} provide insurance against unemployment and old age; their populations are much more mobile than they had been.  The Industrial World has drawn far away from the societies of the non-Industrial World.

Governmental intervention in economic affairs is much increased.  Citizens participate more widely than they ever have.  Colonization has been almost entirely abandoned.

+
Part II

Development of social teaching

Part II of Christianity and Social Progress is a detailed re-consideration of points made in Pope Leo XIII's Rerum Novarum and Pope Pius XI's "Reconstruction of the Social Order."  Mentioned again are the demands of human dignity, for a living wage and a just distribution of society's produce.  Subsidiarity -- decision-making at the lowest possible level -- is encouraged as is increased participation by labor in the management of their companies.  Private ownership must be responsibly aware of the common good.

+
Part III

New aspects of the social question

Part III of Christianity and Social Progress comments on subjects unaddressed or lightly addressed in the two prior social encyclicals.  The special needs of the agricultural worker are described.  Nations in the Industrial World must accept some responsibility to improve conditions in the societies of the non-Industrial World.  Population control is condemned; abundant resources are available if they are used wisely and justly.

Pope John XXIII asks Christians to increase their own concern for the common good.

+
Part IV
Reconstruction of social relationships.

In Part IV of Christianity and Social Progress the encyclical lauds theism and suggests that the effort to establish a worthy social order without God is folly.  Part IV continues with a detailed description of Catholic Social Thought and the demands it makes on all believers.

However bountiful, industrial life can vitiate the meaning of a person's life and destroy her dignity.  A special role of the Church is to provide meaning in our lives and to protect human dignity.

Finally, Christianity makes a consistent demand on the talented; Gregory the Great was the pope from 590 to 604 AD and wrote this:

"He who has talent, let him take care that he hides it not; he who has abundance, let him arouse himself to mercy and to generosity; he who has skill in managing affairs, let him make a special effort to share the use and utility thereof with his neighbor."

Both Rerum Novarum and Mater Magistra quote that paragraph.  Like its support for human dignity, the demand that the talented feel especially obligated to lend a hand has been a central jewel of Christian thought for the entire life of Christianity.

Pope John XXIII was a successful pope and this was a successful encyclical, widely praised by those outside the Roman Catholic Church as well as by partisans within it.

++
The Church in the Modern World 

{1965}

Cardinal Joseph Suenens of Belgium was a dominant influence on the scope of this encyclical which was published at Vatican II# and widely seen as an altogether new acceptance by the Roman Catholic Church of the Modern World.  Pope John XXIII's "Christianity and Social Progress" had much of the same emphasis but this encyclical, coming after that one, was more widely understood as "modern."  It is a document of the Council rather than a papal encyclical.  After an Introduction it is divided into two major sections -- 

Section I
The Church and humanity's calling

Section II
Special areas of concern.

+
Introduction

We are asked to appreciate how much the world has changed, especially the Industrial World.  Technological changes have produced a wholly new society; the changes have affected families and communities as well as nations.

Because there is so much wealth, poverty seems less acceptable and there is a growing belief that a political order can be established that will protect human dignity.

+
Section I considers human dignity, atheism, community, and the role of the Church in the Modern World.  

Man is created in God's image as a social being, inclined sometimes towards good and sometimes evil, responsible for making choices between them in good conscience.  Human dignity requires the freedom to obey one's conscience.

Atheism is a challenge to human dignity since it allows a mechanistic view of mankind.  Those of Faith must demonstrate a commitment to love and justice in order to overcome the suspicion of religion.

The way we work in the Industrial World requires interdependence but often without fostering friendship.  The Gospel requires that we love our neighbors as sisters and brothers.  All must work for the good of all.

The Church must purify itself continually and must avoid a commitment to a particular economic or political system.  Instead it must be a salient witness to the Gospel of Jesus Christ, the Lord of history.

+
Section II comments on the family, on the development of culture, on economic life and political life, and on peace.

Families are the foundation of society.  They are threatened from many sides -- by divorce, free love, egotism, by hedonism.  Children are the purpose of marriage and must be cherished with special care.  Life must be protected.  A healthy society can exist only when families are healthy.

Advances in technology have made different cultures aware of each other; especially the mostly impoverished cultures of the non-Industrial World have become more aware of their own poverty.  Culture must develop to enhance the development of the whole person.

The Christian culture requires us to build a more humane world on earth.  Its Gospel renews and advances the Christian culture and must have freedom to develop.  It asks that all be freed from ignorance.  Everyone, including every woman, should participate in the cultural life and Christian thought must be expressed in ways the culture easily comprehends.

There is too much inequality in the distribution of the goods of God's creation.  Justice requires the elimination of unnecessary inequalities.

Working-men should participate in the management of economic life; private property should benefit all; everyone has a right to goods and services sufficient for her family.  Government must protect against misuses of private property which injure the community.

The right for the Church to pass judgement on the morality of economic practices is claimed again.  The Modern World is more aware of the possibility for justice and increased human dignity.  The Church must use the Gospel to fulfill its mission to enhance justice and human dignity.

(The last part of Section II is about peace, somewhat apart from the interest of this text in economics.)

++
The Development of Peoples




Pope Paul VI devoted this entire encyclical {1967} to the development of non-Industrial World societies; it was the first such encyclical.  He tried to make the Christian world more aware of the depth of the destitution endemic in the non-Industrial World.  And he changed the philosophical matrix out of which the social encyclicals had been written.

The philosophical traditions of the Roman Catholic Church were fundamentally contrary to the current {1967} mind-set of the Industrial World so devoted to instrumental rationality and material progress.  Prior to World War II and for some years later, the philosophy learned in Catholic colleges in the United States was Thomistic.  There had been an explicit and continuing pressure by the Vatican to make Thomism the only "Roman Catholic" philosophy.  By mid-twentieth century, Thomism had long been obsolete,
 but Curial support continued at least until Vatican II in the early sixties.  That endorsement weakened the intellectual appeal and social impact of the encyclicals.  

Pope Paul VI is able to address the problems of the Modern World in its own idiom.  That is not to claim him as a mainstream economist; he is probably even more hostile to property rights and profits than his post-World War II predecessors.  

His adverse view of capitalism may not be correct; especially since the demise of Communism, it finds small acceptance.  A reasonable criticism of his social encyclicals is that they share "left-wing" hopes that have not proved realistic.  Although, in 1967, Paul has sophisticated allies for those hopes, his encyclicals do not abate the criticism, often heard, that the Papacy does not understand how firmly rooted in capitalism are the gains made in material well-being during the past two centuries -- made only, Papal critics note, in the capitalistic Industrial World. 

"The Development of Peoples" is in two sections -- Humanity's complete development and, second, Development in solidarity.

+
Section I
Humanity's complete development

All the world -- the destitute societies just as those so much more well-to-do -- seeks material sufficiency, freedom from oppression, and better education.  But the institutions (the Pope terms them "structures") of those destitute societies have not been adapted to conditions in the twentieth century.  

The world demands action to end the plight of those "peoples;" if it is to respond to the teaching of Jesus, the Church is obligated to heed those demands and foster progress.

Pope Paul VI takes care to enlarge the usual view of "progress;" he seeks spiritual well-being as well as material.  Development must not be limited to economic growth but must include the aspirations of mankind for transcendence.

The problems raised by greed and avarice must be recognized and addressed.  As he will again in a later encyclical, the Pope here calls for action more directly than earlier social encyclical have.  And he challenges capitalism more directly. 
 God intended Creation to be for all of us; property rights must be subordinated to God's purpose and exercised for the common good.  Paul welcomes governmental regulations of the way private property is used and finds some "structures of capitalism" -- profit, competition, uninhibited property rights -- "unfortunate."  He believes industrialization can succeed without capitalism.

The growing gap between rich and poor may well inspire a growing likelihood of violent efforts, revolutions, to redress the imbalance.  Pope Paul VI cautions against violence from which the poor are likely to suffer most.  But, in non-violent ways, the present situation must be ended.

Paul entitles the second section of his encyclical "Development in Solidarity."

+
Section II
Development in Solidarity

The malnutrition, lack of education, stunted physical and mental growth in poor societies must be addressed by those societies more well-to-do.  Pope Paul VI knows there is a cost to such "solidarity" and firmly endorses the cost of international aid.

Further, he opposes free trade.  The tumultuous campaign against free trade so visible in today's newspapers could find support in "The Development of Peoples" -- although Paul would not have approved the tumult.  The first of the social encyclicals Pope Leo XIII's "Condition of Labor" (Rerum Novarum) held that a contract between parties is not valid if the strengths of the contracting parties are unequal and the demands of justice are ignored.  Pope Paul VI agreed.

Immigrants are to be welcomed and it is a duty of businesses to find ways to employ youth.

Pope Leo XIII has been criticized, for being interested in the condition of the working classes on only one occasion and more interested in the defeat of Marxism ideologies than in the welfare of the ordinary householder.  No one could criticize the author of "The Development of Peoples" on that account.  Pope Paul VI continued his advocacy of "left-wing" economics in "Call to Action."

Pope Paul VI had two important, relevant insights.  Left to itself the market would widen rather than diminish differences in income.  As is true in any competition, a few rise to the very top -- basketball players in the NBA or violinists in the world's concert houses or billionaires in the market-place, and the rest are left behind.  Some are left far behind.  Think of people who can never get the ball in the basket or cannot recognize a musical key.  Those, in our market-place, are the poor.

Paul noticed that social conflicts had taken on world dimensions and that class was not the separator so much as regions.  The post-World War II optimism that the non-Industrial World could be lifted quickly out of destitution had foundered on failure.

Paul's second insight was that development must include economics but must be much more.  What this text has been calling "institutions" Paul recognized as political, social, intellectual, moral, and religious "dimensions." 

"When whole populations destitute of necessities live in a state of dependence barring them from all initiative and responsibility and all opportunity to advance culturally and share in political and social life, recourse to violence, as a means to right those wrongs to human dignity, is a grave temptation." 
 

++
Call to Action

"Call to Action" {1971} has the same purpose as did previous social encyclicals -- asking Roman Catholics to yearn for justice for all.  But there was a new emphasis.  The New York Times offered this appraisal:

"The encyclical marked the strong shift of the Church's attention ... to questions of global rather than national economic inequities."

"Call to Action" discusses Liberalism and Marxism in today's terms. 
  The new aspirations of modern women and the right of all to participate in society are accepted and encouraged.  Pope Paul VI does not write the first encyclical which does that but many see his work as the most sophisticated, but perhaps the most "left-wing," of the social encyclicals.  For example, he thinks of politics as a vocation and hopes politicians will change the world.

"Call to Action" was a clarion "call" and resulted in a Convocation of the bishops of the United States in Detroit in 1977 which intended to accept the challenges of Pope Paul VI's encyclical and try to implement them.  Not all that was then hoped has happened.  Pope Paul VI had encouraged local and national bishops to undertake such efforts, but many see the present pope, John Paul II, as discouraging them and attempting to re-centralize decision-making in the Vatican.

Except for its especially modern "ambience," "Call to Action" is much like the immediately preceding social encyclical.  Perhaps it is open to greater restrictions on private property. Probably it expresses more urgency about taking action.  But much of what it encourages has been encouraged before.  It is five parts -- 

Part I
Introduction

Part II
New social problems

Part III
Fundamental aspirations 

Part IV
Christians face new problems

Part V
Call to Action

+
Part I

Introduction
(Call to Action)

These are times of change and the changes occurring are different in different societies.  Greater efforts for justice are needed and each effort should be tailored to the local situation.

+
Part II

New social problems
(Call to Action)

Among the problems which, in this encyclical, have a greater emphasis than they did previously are -- the difficulty of communicating with our youth, the "New Poor" resulting from urbanization and technological change, the right to emigrate, the changing impact of the media on society, and the urgency of protecting our environment.  A duty to "create" employment is proposed.

+
Part III

Fundamental Aspirations
(Call to Action)

Many of the "aspirations" listed are those central to Catholic Social Thought -- the special option for the poor, human dignity, the ambiguous nature of material progress.  Economic efficiency can distort the nature of friendship and the meaningfulness of work.  Others are new or stated quite differently.  Love for the poor which excites legal action in their behalf is expected.  This encyclical's discussions of Marxism and Socialism are nuanced and recognize the basis for the appeal of such movements.  Although utopias are rarely effective, they have inspired socially useful changes.

+
Part IV
Christians face new problems
(Call to Action)

Catholic Social Thought must understand the broad scope of the changes occurring in our world and propose Gospel-based improvements which apply to the present situation not to some misstatement of it.  Such improvements are more likely to be political than economic.  Christians are called to be involved in building a world where our community encompasses more of us.

+
Part V

Call to Action

In addition to being more nuanced than some previous social encyclicals, "Call to Action" seems to expect actual results.  Part V is a final peroration reminding Christians of our responsibility to affect the temporal world.  We can expect the Lord to work with us.  There are many options for success in making our world more just.

++
On Human Work






"Human beings earn their daily bread through work.  Through work they contribute to State and technology and to the enrichment of the moral and cultural level of their society.  ... Made in the image of God, human beings are placed on earth to have power over it.  From the beginning they have been called to work.  ... Work is something particularly human ... "

Those sentences are quoted from the preface to "On Human Work" published by Pope John Paul II in 1981.  We notice the Christian call to stewardship -- rejecting the Promethean myth, and the paean to human dignity that pervades Catholic Social Thought and gets perhaps more emphasis in this encyclical.

Following its Preface, "On Human Work" is presented in five parts -- 

Part I
Introduction

Part II
Work and the human being 

Part III
Conflict between labor and capital today

Part IV
Rights of workers

Part V
Elements for a spirituality of work

+
Part I

Introduction
(On Human Work)

A principal vitiating feature of the social encyclicals is the failure to ensure that supporting "facts" are correct. 
  "On Human Work" begins with the claim that the cost of raw materials is increasing, a thesis of Paul Ehrlich and fellow doomsayers that Joseph Simonds proved so graphically to be mistaken.
 

For the sympathetic reader, at least, "On Human Work" corrects its error by reminding us:

"It is not for the Church to analyze scientifically the consequences of those changes but it is its task to call attention to the dignity and rights of those who work ..."  

The encyclical is believed to be the personal work of the Pope himself.  He finds work to be at the center of the social question, the key to humanity.  "On Human Work" begins with a nod to Rerum Novarum, but holds that encyclical's concern for social "class" is less important now than the need to "draw attention to the unequal distribution of wealth among nations and continents."

+
Part II

Work and the human being (On Human Work)

"Fill the earth and subdue it."  Adam and Eve hear the call to stewardship "before they sin."  Work "presupposes dominion over the earth confirming and developing this dominion."

"Work is ... what a human being does when dominating the earth ... transforming, changing, and using its produce."  But technology and economic efficiency can transform work and the worker eliminating her dignity.  Workers cannot be simply instruments of production.  Pope Leo XIII reviled that materialism also.

"Through work we not only transform the world, we transform ourselves becoming more a human being."  "Work is a condition making a family possible."  "Work ... has contributed in recent centuries to an immense development."

+
Part III

Conflict between labor and capital today (On Human Work)

When Rerum Novarum was written, the struggle between capital and labor was largely ideological.  Marxism was a socially important force, about to become yet more important.
  Today the struggle is political.

The Church's "constant teaching ... differs radically from the collectivism proclaimed by Marxism" but would accept the socialization of some means of production.  

+
Part IV
Rights of workers
(On Human Work)

"Work is an obligation {and} ... also a source of the worker's rights ... "  The worker has a right to be employed.  "Unemployment ... is the opposite of a just ... situation."  "The just wage for an adult responsible for a family is one that allows ... proper maintenance ... and security for {the family's} future."

The encyclical goes on to propose international collaboration to reduce the "ever growing gap between the incomes of different countries."

The right to unionize is commended.  The special needs of agricultural workers and of the disabled are recognized as is the right to emigrate.

+
Part V
Elements for a spirituality of work (On Human Work)

The final paragraphs of the encyclical address the spirituality of work.  "the Church considers it a duty to speak out on a spirituality of work so that through work people come closer to God ... and deepen their friendship with Christ ... "

++
Centesimus Annus  

Centesimus Annus was issued in May of 1991, prior to the fall of the Berlin Wall but after the collapse of Communism or Socialism in much of Eastern Europe.  Centesimus Annus contains several references to that collapse but does not credit capitalism with a victory.  

Chapter 8 has an extensive consideration of Centesimus Annus.

++  Questions for Chapter 7 

1) For the world of 1891 many would no longer agree with the censures that Charles Dickens and Karl Marx applied to their world.  How does Rerum Novarum agree with Dickens?

2) The social encyclicals are occasionally incorrect about the facts of the Industrial World economy.  What would the response in "On Human Work" be to a criticism in that regard?

3) Of the Christian principles referenced frequently by the social encyclicals, which one would you list as most important to the encyclicals' authors?

{There might be more than one answer to this question.  There are not many.  Defend your choice.}

4) Whom would you choose as the Pope who has the least confidence in market solutions to a society's economic problems?  Why?

5) The social encyclicals have been adversely criticized for having so little interest in productivity and economic growth.  How might Rerum Novarum be defended in that regard?

6) What do the encyclicals mean by "solidarity?" 

7) What do you see as too "materialistic" in the world you inhabit yourself?  

8) What should the "preferential option for the poor" mean to any Christian?  

Part 4  The Documents 

Chapter 8  One Hundred Years of Social Encyclicals – 

Centisimus Annus and Rerum Novarum
 

This chapter offers an analysis of "One Hundredth Year" (Centisimus Annus) -- what Pope John Paul II wrote and reactions to what he wrote.  The Pope presents "One Hundredth Year" as an updating of Rerum Novarum; quotes from the former encyclical continue throughout this one.  We can learn what Rerum Novarum was, or at least what Pope John Paul II believes it was, by reading "One Hundredth Year." 

Following that presentation of "One Hundredth Year" are a consideration of the historical context in which Rerum Novarum was written and reactions to it by others than Pope John Paul II.  

++
"One Hundredth Year" 

Pope John Paul II, born in Wadowice Poland in 1920, spent much of his young adult life in totalitarian societies -- in World War II under the Nazi occupation of Poland and then under the Communist regime in Poland established by Joseph Stalin.  There are claims that the influence of those years on the Pope's ideology is easily noticed in his encyclicals which show, some believe, little evidence that he appreciates the achievement of Western Europe.  

At least for his social encyclicals, that claim could be challenged.  The social encyclicals of Pope John Paul II cover subjects -- human dignity, human rights, justice, and development -- usual in previous social encyclicals.  However, in one area to which little attention had been paid previously, what economists call human capital, he writes this.  

[P32]
"there exists another form of ownership which is becoming no less important than land: the possession of know-how, technology, and skill.  ... It is precisely the ability to foresee the needs of others and the combination of productive factors most adapted to satisfying those needs that constitutes another important source of wealth in modern society ... "

Whereas at one time the decisive factor of production was land and later capital ... today the decisive factor is increasingly man himself ... "

He goes on to recognize a concomitant problem.

[P33]
"{However} the fact is that many people, perhaps the majority today, do not have the means which would enable them to take their place in an effective and humanly dignified way within a productive system .

They have no way of entering the network of knowledge and intercommunication which would enable them to see their qualities appreciated and utilized."

Pope John Paul II describes both the advantages and disadvantages of modern industrial society.

In its appraisal of "One Hundredth Year" (Centisimus Annus) the New York Times began with these paragraphs.

"Pope John Paul II warned capitalist nations ... against letting the collapse of Communism blind them to the need to repair injustices in their own economic system.

The encyclical ... includes the fullest, and in many ways the most positive, treatment of the market economy in any papal document.  But praise is typically followed with qualifications and ringing reminders about economic failures in both developing and developed countries."

Later in his front-page article, Peter Steinfels offers this comparison of "One Hundredth Year" with its predecessors.

"In recent years
, many have felt that the Church was inching towards the ideals of Europe's social democracy if not outright Socialism.

Centisimus Annus, however, acknowledges the role of profit and the wisdom of harnessing rather than suppressing self-interest in the service of economic production."

"One Hundredth Year" is in six parts -- 

Part I
The "New Things" one hundred years ago

Part II
Toward the "New Things" of today

Part III
The year 1989

Part IV
Private property and the universal destination of material goods

Part V
State and culture 

Part VI
The human being is the way of the Church

+
Part I

The "New Things" one hundred years ago

Pope John Paul II, calls Rerum Novarum "New Things" a more literal translation of the Latin than is "On the Condition of Labor," the usual title for the encyclical.  He also has a different understanding of the situation in which Pope Leo XIII wrote the encyclical than the usual understanding.

An ordinary criticism of Rerum Novarum, and indeed of the social encyclicals before Vatican II, is that they are "pre-industrial."  That criticism goes unrecognized by Pope John Paul II.  As did Pope Leo XIII, he sees the alienation concomitant to the Industrial Revolution but not the enormous gain in material well-being also concomitant.  

Pope John Paul II writes: 

[P5]
"Society had divided into two classes separated by a deep gulf. ... The two sides faced each other as 'wolves' with mere physical survival on one side and opulence on the other."  

In Chapter 3, we have seen that the evidence to the contrary is overwhelming.  By the time Rerum Novarum was written {1891}, the Industrial Revolution had brought a level of material well-being to ordinary households utterly without precedent.  John Paul's "gulf" existed but was massively smaller in 1891 than it had been in 1791 when the popular challenge to the monarchies had just begun.
  

There are other understandings of the motivation of Pope Leo XIII than that of Pope John Paul II.  

Different historians offer different appraisals, but, in a common appraisal, Pope Pius IX -- the immediate predecessor of Pope Leo XIII -- was originally "a pope of progress" turned reactionary by the widespread social turmoil in Europe during the momentous year 1848.  No one is surprised that Pope Pius IX wrote no encyclical about economic injustice.  Throughout the nineteenth century, the Church remained a strong ally of monarchy and nobility -- a dying force in Europe.
  

Some historians believe Pope Leo XIII wrote Rerum Novarum because the situation almost demanded it.  During the nineteenth century there had been huge losses of the working classes from the Roman Catholic congregations.  

Yet there is a sense in which Pope John Paul II was correct about "classes separated by a deep gulf."  In Chapter 3 we learned how subjective is our sense of material well-being; nineteenth century authors were quoted who commented on the paradox that it is when people are no longer destitute that they complain about their poverty.  Referring to 1891, Pope John Paul II wrote this.  

[P4]
"people began to realize the injustice of {their} situation ... aware that peace is built on justice he (Pope Leo XIII) set out some of its conditions.  

[P5]
"Not everyone accepted the Church's right and duty to do this.  Many believed that the Church should restrict itself to heavenly salvation.  The Pope's letter put the Church in the middle of public life."

In his continuing review of Rerum Novarum, Pope John Paul II reminds us that Pope Leo XIII wrote about the dignity of work and human dignity.  Pope Leo XIII is quoted: 

[P8]
"A worker's wage should be sufficient to support himself, his wife, and his children."

The dignity of work and human dignity were to become standard subjects of the social encyclicals, including "One Hundredth Year" where Pope John Paul II writes: 

[P6]
"Everyone has the right to the things necessary for oneself and one's family."  

[P11]
"the main point made in Leo XIII's encyclical and in the Church's social doctrine is a correct view of the human person ... imprinted with God's image.  Their dignity does not come from the work they do but from the persons they are."

+
Part II

Toward the "New Things" of today

Pope John Paul II turns to the consideration of the situation in 1991 and sees his predecessor as prescient.

[P12]
"The events of 1989 and 1990 proved Leo XIII to be right about the consequences of 'real socialism:' that the worker would be the first to suffer, that it would distort the role of the State, and create utter confusion in the community."

"One Hundredth Year" continues the review of Rerum Novarum in order to continue to support its theses.  As does the earlier encyclical, this one rejects State control which makes man a "cog in the State machine."  It does agree that the State must afford protection against unemployment, ensure a living wage, and prevent the exploitation of immigrants and society's marginalized.  Pope John Paul II repeats the endorsement of trade unions.  He then claims:

[P15]
"The encyclical and subsequent social teaching of the Church influenced numerous reforms in the years bridging the nineteenth and twentieth centuries."

The Pope does not identify those reforms.  Later in this chapter we will read that not all Catholics agree that there were many.

Part II continues with animadversions against the "consumer society," with support for international organizations, and a strong plea for less spending on arms.

+
Part III

The year 1989

[P22]
"In the 1980's oppressive regimes fell in Latin America, Africa, and Asia. ... It all began in Poland in the name of solidarity.  The oppressed working people recovered and discovered the Church's social teaching."

It is not at all clear that the pope could defend that claim, especially in Africa and Asia.  The effect of Poland's uprising, if any, would not be expected to reach those continents.  In Latin America Roman Catholic priests were surely important in several uprisings of the oppressed.  Although Marxist in the associating economic injustice so much with class structure, their Liberation Theology was in the tradition of the social encyclicals otherwise.  But it originated long before the revolt in Poland.

Each reader may form her own assessment of the Pope's claim that:

[P25]
"The events of 1989 were born from prayer.  They would have been unthinkable without trust in God, and union with the sufferings of Christ on the cross."

But there can be little doubt that: 

[P26]
"The events of 1989 are of worldwide importance."

Part II then asks for a Marshall Plan for eastern Europe: 

[P28]
"Some countries in Europe need the kind of help given to others after the Second World War.  ... This need should not diminish the willingness to sustain and assist the countries of the Third World ... "

The Pope suggests that such assistance could be financed by ceasing to make such large expenditures on arms.  He concludes by lamenting our failure to extend human dignity:

[P29] "(a) because some dictatorships have not yet been overcome

 (b) because ... the promotion of and demand for instant gratification devalue respect for human rights and values

 (c) because ... new forms of religious fundamentalism deny minority groups their rights."

+
Part IV
Private property and the universal destination of material goods

Part IV of "One Hundredth Year" returns to the defense of private property which previous encyclicals, including Rerum Novarum, has also defended.  But, in the Church's view, owners of private property are obligated to use it, not only for personal benefit, but for the common good.  Pope John Paul II also reminds us that "many" are not blessed with the skills to take advantage of what the Modern World offers; they cannot therefore be abandoned.  He then deplores the tawdriness of the consumer society and considers whether capitalism is the economic system with which we should continue.

[P30]
"The Church has always defended the right to private property, teaching at the same time that the right is not absolute."

Part IV continues with strong support for stewardship which a human being makes her own by work -- previously quoted.  

[P31]
"The primary factor of wealth ... in our time {is} human work.  ... know-how, technology, and skill."  Technology has become more important than natural resources.  "The role of discipline, creativity, initiative, and entrepreneurial ability is evident and decisive.  It is what Christianity has always affirmed: next to the earth, humanity's principal resource is the human being ... "

The obstacles many face because they have low skills and little knowledge of technology, quoted earlier in this chapter, can be overwhelming.  

[P34]
While the free market is the most efficient tool for utilizing resources and responding to needs, "this is true only if you are able to buy and sell.  Justice and truth demand that basic needs be met ... The possibility of making a contribution to the common good ... belongs to each person as a person"

The Pope turns to consumerism.  

[P35]
"capitalism is not the only economic alternative left."  

[P36]
"Appealing to instinct only may create lifestyles and consumer attitudes that are damaging to physical and spiritual health. ... A striking example of false consumerism is the use of drugs. ... The same could be said of pornography and other forms of exploitative consumerism."

[P38]
"Urbanization and work can give rise to 'structures of sin' that need to be destroyed and replaced by authentic forms of community life."

[P39
"Too often life is considered to be a series of sensations rather than something to be accomplished."

[P41]
"The way out of this impasse is to reconsider the Christian vision of the human person and its 'capacity for transcendence'."

"One Hundredth Year" then raises this question: "should capitalism be the goal for Eastern Europe and the Third World?"  The answer it suggests "is complex."

[P42]
To the extent that we take "capitalism" to mean a free market, private property, and human creativity -- to that extent the answer is yes!

"If it means a system in which economic, religious, and ethical freedoms are denied, then the answer is 'no'!"

Since there is no capitalistic market system interested in denying such freedoms, that is not too perceptive a distinction.  For a Christian the true disadvantages of the market-system are better expressed in Paragraphs 35 to 41, just quoted.  

We read [P42] "alienation ... in the more advanced countries."  Now the encyclical is recognizing the difficulty it has already mentioned, [P38], which is, for those who care, much the most unattractive feature of the market -- its willingness to sell anything regardless of its effect on the society.  The paragraph also cites "exploitation" which, again, is not too helpful because there is little indication that an existing free market economy exploits as much as traditional societies do.  

+
Part V
State and culture 

Part V proposes a right relationship between State and society -- what responsibility does the State have for the common weal; what responsibility should be left with the private sector.  It describes the abuses of totalitarian States and encourages democratic States to have a proper regard for human dignity.  The Pope includes "the right to life" among the attributes of human dignity a democratic State should protect.

[P44]
"Pope Leo XIII speaks of a society where the three powers -- legislative, executive, and judicial -- keep each other in balance."  With that sentence Pope John Paul II introduces Part V in which he offers the Church's position on an array of subjects:

the transcendental dignity of the human person -- how it was attacked in totalitarian regimes and defended by the Church

the need for democratic systems to specify the rights they are defending including the right to life,

respect for subsidiarity,

the way bureaucracy can fail to meet the needs of the poor, 

the requirement to meet those needs by caring charity, and

truth as a central aim of any admirable culture.

[P48]
"Needs are best understood by the real neighbor of those who are in need, and such needs often demand more than material support, a deeper, personal support.  Help is most effective when given in genuine, fraternal support."

This text has limited itself to the economic implications of Catholic Social Thought.  But near the end of Part V, this encyclical suggests that such limits can lead to a misapprehension of the central problem.

[P52]
"... it must not be forgotten that at the root of war there are usually real and serious grievances -- injustices suffered, legitimate aspirations frustrated, poverty, and the exploitation of multitudes of desperate people who see no real possibility of improving their lot by peaceful means.  For this reason, another name for peace is development."

+
Part VI
The human being is the way of the Church

"The Church is not interested in recovering former privileges or imposing its vision.  Its interest is the human being ... "  That sentence begins the final part of "One Hundredth Year."  It spirit is illustrated best in these words.

[P58]
"Love for others, and especially for the poor, is made concrete by promoting justice.  It is not a matter of giving some surplus but of helping entire peoples.  It requires a change of lifestyles, a reorientation of ourselves and our organizations ... "

In the encyclical Pope John Paul II was critical of both "sides" for the "insane" expenditures in support of the Cold War.  He cried out for help for the "developing nations."  He reminded the world of the many continuing merits of Rerum Novarum: its belief in love and that violence could be overcome by justice.

++
Rerum Novarum -- another appreciation

There were many celebrations of Rerum Novarum on its one hundredth "birthday" other than that of Pope John Paul II in his anniversary encyclical.  A detailed celebration was the one the Review of Social Economy offered in its Winter edition in 1991.
  Among the subjects considered were -- 

the origin of Rerum Novarum,

the effect of Rerum Novarum,

the relation of Rerum Novarum to the Protestant Social Gospel movement,

the economics of Rerum Novarum.

+
The origin of Rerum Novarum

Rev. Matteo Liberatore, a Jesuit, wrote the initial draft of Rerum Novarum.  It was then edited by others at the Vatican, including Pope Leo XIII.  Only Liberatore had any training in economics.  But "Leo XIII ... unlike his predecessor {Pope Pius IX} was both scholarly and intellectual."

Jesuits, including Liberatore, had begun the journal "Civilita` Cattolica" in mid-century.  Although that journal opened the Church to some extent to current events outside the Vatican, it was also a major source of the effort to make Thomism the official philosophy of the Church.  Pope Leo XIII issued an encyclical "Eternal Father" -- in 1878 -- that made Thomism the official Roman Catholic philosophy.  That unfortunate choice was to remain an obstacle to modernization of the Church for a century; indeed effects linger still.

Thomism was one of the weaknesses of Rerum Novarum.  Pope Leo XIII had to make choices in disputes among those who drafted the encyclical and other bishops who wanted to influence it; Thomism was not disputed.  

Liberalism

There was, first dispute, the yearning, strong within the Vatican, for a return to the ancien regime, the alliance of Church with State that originated with the crowning of Charlemagne {800 AD} as the Holy Roman Emperor.  The alliance had been crumbling for centuries and the Emperor or some anointed king had often been the principal enemy of the pope, but homage was still paid to the recollection "ancien regime" until the French Revolution.  The French Revolution destroyed any pretence -- not, unfortunately, within the Vatican -- that the alliance was meaningful.  

For the Vatican what the Enlightenment and the French Revolution had installed in Europe was "liberalism;" they interpreted liberalism to be very much the same as what is called Libertarianism in the United States today.  However, it is difficult to find exponents of liberalism who expressed the ideas the Vatican was condemning.
 

As late as 1959 the French Roman Catholic economist, Daniel Villey, could write

"Very few ... Roman Catholic theologians and economists ... understand the working of the market economy ... Catholic mentality often remains much more pre-Columban, pre-Copernican, pre-Baconian, pre-Cartesian -- in France pre-revolutionary, and in economic matters, pre-capitalist -- than most Catholics realize."

That "pre-Copernican" predilection was part of Rerum Novarum, but moderated by Liberatore's "low level of resentment or passionate opposition to liberal economics."

A second dispute about Rerum Novarum's evaluation of the market economy arose in the failure of many of Leo's advisors to appreciate what had happened to European society.  The huge effect of the Industrial Revolution on the material well-being of the ordinary household was unknown to Rome.  Further, influential bishops, whose sincere care for the poor cannot be gainsaid, were exercised about the alienation of the working classes from their traditions and pressed those concerns upon Pope Leo XIII. "The benefits of economic growth and ... progressive redistribution under competitive product and factor markets were ignored."

Socialism and private property 

"It would seem from his encyclicals that the greatest evil associated by Leo with Socialism was its challenge to property rights and in particular its 'proposed regulation of all ecclesiastical property.'"

The defense of private property has continued through all of the social encyclicals but has moderated.  In Waterman's view Leo's interest arises in the "final loss of the papal States between 1858 and 1870 and the loss of Rome in the latter year. ... The pope was allowed to use but not to own the Vatican, St. John Lateran, and Castel Gandolfo."  Waterman goes on to criticize adversely the presumed philosophical justification of private property describing the Church's position as a "conflation of two radically incompatible elements."

Waterman tells us that Rerum Novarum's "sacred and inviolable" right to private property was quietly buried and then denied in "On Human Work" which states that "Christian tradition has never upheld this right as absolute and untouchable."

Other disputes affecting the drafting of Rerum Novarum 

"Social Catholics" who had access to Leo pressed for their paternalistic view of "patronage" which presumed support and oversight from employers in behalf of their employees.  Liberatore instead promoted "workmen's associations" that rejected paternalism; his view carried into Rerum Novarum.

Cardinal Ketteler moved the issue of wages out of charity into justice and was may have been responsible for the emphasis placed on human dignity.  "His influence on Leo XIII remains to be researched in detail."

+
The effect of Rerum Novarum

One reason Rerum Novarum became a landmark document was its support of unions.  Roman Catholic advocates of unions were offered papal authority for their cause; previously they had been opposed by reactionary hierarchy who feared revolution in their congregations or were unhappy about any rocking of their boats.

Making human dignity so central in Rerum Novarum had a substantial impact on later social encyclicals which celebrated it also.  That celebration is an important reason for the respect the social encyclicals have earned in the non-Catholic world.  

However, some claims by Pope John Paul II in "One Hundredth Year" for the effects of Rerum Novarum have been challenged.  Peter Steinfels, a devout and loyal Catholic, cites several as over-drawn.

In Pope Leo's condemnation of Socialism Pope John Paul II sees a "clairvoyant understanding" of "all the evil of modern totalitarianism" .  John Paul draws a line from the influence of Rerum Novarum to a "whole range of measures like Social Security, unemployment benefits, and health insurance ..."  Further in "One Hundredth Year" John Paul draws another line from "atheism, rooted in the Enlightenment, to the militarism, nationalism, and European strife that paved the way for totalitarianism."

Perhaps that position can be defended "but it is neither very self-critical nor overly generous.  One looks in vain for a hint that ... Catholics ... contributed anything to ... totalitarianism or that atheists ... were often outstanding champions of human rights when believers were lagging behind."

Pope John Paul II favorably cites the encyclical "Libertas" of Pope Leo XIII {1888} on the nature of human liberty.  In that encyclical Leo declares that the separation of State and Church is a "fatal theory" and that freedom of worship is a "degradation."

There has been a radical shift in the way the Roman Catholic Church, and Pope Leo XIII, understood truth and freedom and the way the Church and Pope John Paul II "links them today."  Trying to hide that, probably in the interests of Papal "continuity," may detract today from the credibility of Pope John Paul II and of the Vatican.

Steinfels' view that there has been a "radical shift" in the position of the Church and its social encyclicals between Rerum Novarum and "One Hundredth Year" is well supported, even in Catholic circles.  Henriot's "Catholic Social Teaching -- our best kept secret" and O'Brien's "Catholic Social Teaching" both support him.
  During the three-day seminar held at Rosemont to mark the one hundredth anniversary, several speakers made the "radical shift" a point of emphasis.

+
The relation of Rerum Novarum to the Protestant Social Gospel movement 

From approximately 1880 through 1910, the Protestant Social Gospel movement "garnered support and strength under a variety of titles."
  It never designated a single organized movement but a "network of movements operating in different contexts."  It continued as a major force until the Great Depression {1929}.  (The term "Social Gospel" derives from Henry George's "Progress and Poverty.")

During most of the period from the Civil War until World War II, Protestants and Catholics were, in most regards, opposed political forces.  They had fundamental differences on many issues, immigration being perhaps the most controversial.  Protestants were concerned that the waves of Catholic immigrants would change the character of their country.
  And, the Social Gospel movement had a wholly different character from the contemporary efforts by Catholics interested in economic justice.

The Protestant movement had roots in the Evangelical churches and "expected that, through the efforts of men of good will, the kingdom of God on earth would soon become a reality, bringing with it social harmony and the elimination of the worst of social injustices.  ... the whole movement {had} something of a utopian cast."

Catholics tended to emphasize, when they had sympathetic bishops, the here and now.  Within the Roman Catholic Church this was the time, mentioned above, when much of its hierarchy was struggling to suppress the nascent union movement.  An archbishop in Quebec managed to have the Vatican rule that the Knights of Labor was a prohibited society.  A considerable number of bishops in the United States, not a majority, wanted to extend the ban to the United States.  

Cardinal Gibbons, the member of the hierarchy in the United States sympathetic to working-men who was most influential, went to Rome to persuade Pope Leo XIII that the Knights of Labor should be supported {1887}.  The document he brought in defense of the Knights had been written by two other bishops, John Ireland and John Keane.  Gibbon's success in Rome is often cited as a source of the defense of unions in Rerum Novarum.

The Social Gospel leadership included Washington Gladden, Walter Rauschenbusch, and Richard T. Ely -- the last "one of the most important single influences in Christian thought."

The exception to the lack of cooperation between the Social Gospel movement and Roman Catholic efforts for justice was at the very top of the two endeavors.  Ely, who also organized the American Economic Association and was its first president, was a close ally of Cardinal Gibbons.  Not only did they work together on what they wrote but they took action together.  In Baltimore they averted a strike by the street car operators and won them a substantial improvement in their pay and working conditions over the bitter opposition of the employers.

Ely also had a substantial effect on Catholic Social Thought through his influence on Msgr. John Ryan.  Ryan has been mentioned earlier, Chapter 2.  He seems to have been first to use Rerum Novarum to stir the American Church to action; the Bishops' Letter of 1919 was a response to his urging.  During the Depression (the 1930s}, Ryan had a larger audience; the bishops were more responsive and began their solid support of unions, and of "bread and butter liberalism."

"In 1906 Ryan presumed to send his doctoral dissertation "A Living Wage: its Ethical and Economic Aspects" to Ely for review.  Ely was deeply impressed ... offered to sponsor its publication, and importuned his own publisher, MacMillan, to publish it."  He wrote the introduction to the book in which he called Ryan's work "the first attempt in the English language to elaborate what might be called a Roman Catholic political economy."

Ryan and Ely continued to work together and laud each other's work.  But Ryan's understanding of economic justice was never that of the Social Gospel movement.  Ryan stressed reason and natural law and offered detailed analyses of specific economic problems.  Rauschenbusch, the name now most associated with the Social Gospel movement, "bases his approach on faith and scriptures and tends to have a broader and more sweeping approach to social issues."
  (After Vatican II, the social encyclicals become much more scriptural and references to the natural law were almost abandoned.}

Leo Ryan suggests that, through his own work among Protestants and his influence on Catholics through Msgr. Ryan, Richard T. Ely was "not only the most important single influence on Christian thought ... in the era of the Social Gospel but ... the most ecumenically influential Christian economist of the century."

+
The economics of Rerum Novarum

Rerum Novarum "was not an economic treatise and not meant to be one."
  Economics, after all, is interested in the working-man as a factor of production.  It would suggest that his pay is determined by the intersection of a demand curve for the services provided and the supply of appropriate working-men available.  Economics is not primarily interested in whether that pay is "just."  Rerum Novarum has not a word about the intersection of demand and supply curves but has a substantial interest in whether working-men are paid a living wage.

That said it is also the case that Rerum Novarum makes suggestions in areas where economics makes suggestions and that Rerum Novarum's suggestions are sometimes made in what seems to be ignorance of the existing economic situation.  Already mentioned is what seems to be ignorance in the Vatican of the huge improvements made in the material well-being of ordinary households during the half-century just preceding the release of Rerum Novarum.  

It is hard to argue that abandoning "just price" and pricing goods in the market-place instead has not contributed enormously to the material well-being of Industrial World societies.  Rerum Novarum shows little awareness of the social damage which might be a concomitant of a "just price" for wages. Its welcomed support of private property is unlikely to have originated in economic considerations.  Such comments are not an adverse criticism of Rerum Novarum but a recognition that its subject is not economics.

As O'Brien suggests its mind-set is "too rooted in pre-industrial theology to be directly useful in the United States today."
  But it began an important change in the way the Vatican thought about social problems and, gradually, in a changed way to express its suggestions.

++
Questions for Chapter 8

Human dignity is a principal concern of this encyclical.  Quote some of the sentences or paragraphs where Pope John Paul II argues for human dignity.

Identify by paragraph some of the claims Pope John Paul II makes about economic systems. Which of the principles of Catholic Social Thought makes economic systems important?

The right of association is the principle violated by Communism and Socialism, not perhaps in their theory, but clearly in their practice.  Support that claim by quoting from the encyclicals.

P43 "The Church has no models to offer."  But cf. P16, P35, and, in Laborem Exercens P14.

The Papal States had been lost to the Papacy during the reign of the previous Pope, Pope Pius IX (in 1870 as part of the long contest for control of Italy}.  What is your views of the Pope’s bitterness?.

Pope John Paul II does share the view of many Christians that Socialism failed because of its erroneous understanding of the Nature of Man.  Society exists, for Christians, so that the individual may flourish.  Contrast the Christian with the Marxist view of the nature of man.

Part 4  The Documents

Chapter 9  The Bishops' Letter -- Economic Justice for All

The Bishops' Letter "Economic Justice for All" is presented at some length in this Chapter because it is the expression of Catholic Social Thought used in this text to consider what an implementation of Catholic Social Thought might be.  The Letter is readily available and Chapter 9 does not intend to paraphrase it or offer a digest.  Instead there are three objectives:

catch the spirit of the letter which was not intended to be an economic treatise but, rather, a spiritual call to make a Christian society;

re-state some of the paragraphs which, because they were carried forward without change from the 1986 version, are no longer correct as written; and 

identify "policy issues" which although stated in non-quantified terms might be re-stated so that they could be implemented with an economic justification.

The three chapters following -- 10, 11, and 12 -- offer suggestions for implementation.  (Commenting that "Economic Justice for All" does not always take care to state its goals in quantifiable terms that could be implemented is not a criticism of the Bishops' Letter.  That was never its intent.)  

The first Bishops' Letter was issued in 1986 after several drafts had been circulated, criticized, and modified.  In 1996 the second Bishops' Letter, studied in this text, is mostly an unchanged re-issue of the first.  While that actually leads to misstatements because the economic situation is so different in 1996, the reader must recognize that the goal of the Letter is not to educate us about economics, but to motivate us to concern and action for the less well-to-do and the poor.

The Letter begins with a "A Catholic Framework for Economic Life."  Ten principles are listed. [p1]

1)
The economy exists for the person.

2)
All economic life should be shaped by moral principles.

3)
A fundamental criterion for any economy  is: how are the poor faring?

4)
All people have a right to the necessities of life.

5)
Working conditions should be decent.

6)
All people have the responsibility to work.7)
The free market has clear advantages but governmental supervision is needed to preclude abuses.

8)
Society has a moral obligation to pursue economic justice.

9)
Workers and managers and owners are moral agents in economic life.  By their choices they enhance material well being and social justice.

10) We have a moral responsibility for the global economy.

++  A Decade after "Economic Justice for All" Continuing Principles, Changing Context, New Challenges

[p5]
"We believe {it was better} ... not to develop a major new document but to offer an urgent call to renewed Catholic dialogue and action in pursuit of a more just, productive, and human economy.  ... we ask the Catholic community ... to

look back at the economic justice letter and its major themes;

look around at  the US economy a decade later ... ;

look ahead to future challenges in the light of developing Catholic teaching."

+
A look back

The Bishops' Letter (in 1986) was the fruit of an extended effort with contributions from all corners of the Catholic community.  Among the bishops there was remarkable support; all but nine voted for its publication.  It generated a noteworthy stir both in the parishes and among the non-Catholic public. 

For some in the Catholic community the Letter "was a jarring exposure to a part of the Catholic tradition they had never encountered.  The call to economic justice is not a political preference or an ideological choice but a response to the Scriptures and a requirement of Catholic teaching."  The Letter had a central message.

The economy exists to serve the person, not the other way round.

Economic life should be shaped by moral principles and ethical norms.

Economic choices should be measured by their effect on human life, human dignity, and human rights.

A fundamental concern should be to support the family and our children.

The moral measure of any economy is how the poor are faring."

The Bishops' Letter is neither a condemnation of the free market nor an accolade.  Instead it challenges all to focus on human dignity and the common good rather than their own political or economic interests.

+
A look around

In 1996 it remains the case that there are too many in poverty; of our population, 18% live in households in poverty despite having a head who works full time.  Companies, seeking to cut costs, hire part time or temporary workers.  Discrimination, lack of jobs, poor education, and other factors still haunt many of our African-American and Hispanic families.

The gap between the rich and poor is growing.  A child born to a married mother with a high school degree whose husband works has an 8% chance of living her adult life in poverty.  A child born to an unmarried mother without a high school education has an 80% chance of a life in poverty.  Strong families contribute to the economic, moral, and social health of the nation.

Government deficits, corporate speculation, and excessive consumerism contribute to a "buy now, pay later" ethic that violates "the principle of good stewardship and responsi-bility."

The bishops side with those who reject the claim that farmers are businessmen who should fail if they are non-competitive.  They deplore the loss of "234,000 farms in the last ten years" and the continuing concentration of agriculture into the hands of large corporations.

"Ten years after 'Economic Justice for All,' our community's greatest challenge is to encourage those with economic power to shape their decisions by how they affect the stability of families and the opportunities of people who are poor."

+
A look ahead

The bishops ask fifteen questions as "examples of issues where Catholics can apply the Church's teaching ... and voice our hopes {for} ... principled action on economic justice."

"How can our community shape the priorities of our culture to promote greater personal responsibility and better economic choices?"

"What are the moral responsibilities and limitations of markets, the State, and the voluntary sector?"

"How can our nation's economic power in the world be used to build a more just global economy?"

"How can we assess our own work ethic, productivity, consumption, and lifestyles in light of the needs of a hungry world?"

The bishops pose another eleven similar questions.

+
A call to renewed commitment

[p11]

"Economic justice begins in our homes and families, in our individual choices, and household priorities."

"We may differ on specifics and priorities, but let us come together ... to work for a society and economy to offer more justice and opportunity, especially for the poor. ... Every Christian is called ... 'to bring good news to the poor, new sight to the blind, liberty to captives, and to set the downtrodden free.'  That was the call of our pastoral letter ten years ago and is still our task today."

{{NOTE:  That is the end of what the bishops wrote in 1996.  The remainder of this Bishops' Letter is a verbatim reprinting of the 1986 Bishops' Letter.  The continuing effort to support the social encyclicals should be noticed.}}

Economic Justice for All

Pastoral Letter on Catholic Social Teaching and the United States Economy [p13]

"This letter is a personal invitation to Catholics to use the resources of our faith, the strength of our economy, ... to shape a society that better protects the dignity and basic rights of our sisters and brothers both in this land and around the world."

++
Why we write






[p14]

The bishops write as heirs to the Biblical prophets and of the Christian Testament: "the challenge is for us to discover in our own place and time what it means to be 'poor in spirit' and 'the salt of the earth' and what it means to serve 'the least among us' and to 'hunger and thirst for righteousness.'"

"We know the desire of managers, professionals, and business people to shape what they do by what they believe.  It is the faith, good will, and generosity of our people that gives us hope as we write this letter."

++
Principal themes of the pastoral letter

[p15]

{{NOTE:  A central point about the Bishops' Letter is made here:  it is not the intent to be instrumentally rational; no claim is made that the suggestions made are framed to be economically justified.}}

[P12]
"The pastoral letter is not a blueprint for the American economy.  It does not embrace any particular theory of how the economy works, nor does it attempt to resolve the disputes between different schools of economic thought."  Instead it presents six basic moral principles.

Every economic decision must be judged on its effect on human dignity.

Human dignity can be realized and protected only in community.

All people have a right to participate in the economic life of our society.

There must be a preferential option for the poor.

Human rights are the minimum conditions for life in community. 

Society as a whole has the moral responsibility to enhance human dignity and protect human rights.

[P19]
The bishops call for a new commitment to full employment and for concerted efforts to eradicate poverty.
  The bishops seek to halt the loss of family farms and to resist the growing concentration of ownership of agricultural resources.
  The bishops "specify ways in which the United States can do far more to relieve the plight of poor nations and assist in their development."

[P20]
The bishops do not claim to make their "prudential judgements with the same authority that marks our definition of principle."

++
A call to conversion and action


[p18]

[P21]
"We are always in need of conversion, of change of heart.  We are richly blessed, and ... we are destined for glory.  Yet ... we are sinners ... not always wise or loving or just, ... for all our amazing possibilities we are ... hemmed in by fears and empty routines ... seek{ing} substitute forms of security in material things, in power, in indifference, in popularity, in pleasure."

[P25]
"A renewal of economic life depends on the conscious choices and commitments of individual believers who practice their faith in the world."

[P27]
"We ask you to become more informed and active citizens, using your voices and your votes to speak for the voiceless, to defend the poor and the vulnerable, and to advance the common good."

[P29]
"We believe that the Christian view of ... economic life can transform the lives of individuals, families, schools, and our whole culture. ... our economy can be shaped so that human dignity prospers and the human person is served.  That is the unfinished work of the nation."

Chapter I

The Church and the future of the United States' economy [p21]

{{NOTE:  Again, remember about the Bishops' Letter:  it is not the intent to be instrumentally rational; no claim is made that the suggestions made are framed to be economically justified.  You will notice that as you proceed through the five chapters of the Bishops' Letter.}}

For Christians economic life must be shaped by three questions:

what does the economy do for people;

what does it do to people;

how do people participate in it?

The bishops list many signs of hope in the United States economy, but also failures "some of them massive and ugly."  "Serious economic choices go beyond purely technical questions to fundamental questions of value and purpose."

++
A 
The U.S. economy today -- memory and hope

[P7]
The bishops remember the suffering and conflict that have been part of American history: the injustice to indigenous Americans, slavery and the Civil War, the endeavor to allow women's suffrage and to protect working-men, the response to the Great Depression -- all involved a sustained struggle to transform institutions.

[P9]
As a statement of their intent the bishops quote Abraham Lincoln: "It is for us the living, rather to be dedicated here to the unfinished work they ... have thus far so nobly advanced."

++
B 
Urgent problems of today

This section opens with an extended discussion of the responsibility of the United States to help solve global problems of destitution and inadequate economic growth.  Then it turns to domestic problems.

[P15]
"over the past two decades the nation has come to tolerate an increasing level of unemployment.  The 6% to 7% rate deemed acceptable today would have been intolerable twenty years ago."

[P16]
"Poverty is increasing in the United States not decreasing."

{{NOTE:  That is an example of the misconception which arises from the failure to update the 1986 Bishops' Letter.  Actually during the Clinton administration unemployment fell sharply so that "during the past two decades" there began to be, starting in about 1995, a continuing decline in unemployment.  By the end of the Clinton years, unemployment had returned to 4% -- the original goal of the Congressional legislation during the 1960's.Poverty also declined during those years.

Of course, very recently, both problems have returned: unemployment and poverty have both increased.  That may be a business cycle problem.

Again the objective of the Bishops' Letter must be remembered: "the pastoral letter is not a blueprint for the American economy ... it presents basic moral principles." [P12]}}

++
C 
The need for a moral vision

This is a perceptive observation about our current economic life in the Industrial World. [P22] 

"Since the Industrial Revolution, people have had to define themselves and their work ever more narrowly to find a niche in the economy.  The benefits are evident ... But the costs are social fragmentation, a decline in seeing how one's own work serves the community, and an increased emphasis on personal goals and private interests. ... it is often difficult to find a common ground among people with different backgounds and concerns.  One of our chief hopes ... is to ... contribute to the development of this common ground."

[P27]
"No one may claim the name Christian and be comfortable in the face of hunger, homelessness, insecurity, and injustice found in this country and the world.  ... The ... answers are often elusive; they challenge us to serious and sustained attention to economic justice."

Chapter II

The Christian Vision of Economic Life [p31]

The chapter begins with another emphasis on the dignity of each human being.

[P28]
"The dignity of the human person, realized in community, is the criterion against which all aspects of economic life must be measured."

There is a further call for guidance from the Scriptures.  "The Scriptures contain many passages that speak directly of economic life."  {{But how relevant is that economic life to the one just described in Paragraph 22?}}

++
A 
Biblical Perspectives

The titles of the sub-sections under "A Biblical Perspective" offer a good summary of the bishops' subject here.

1  Created in God's image

2  A people of the covenant

3  The reign of God and justice 

4  Called to be disciples in the community 

5  Poverty, riches, and the challenges of discipleship

6  A community of hope

7  A living tradition 

As a foundation for their reflection on justice, the bishops propose focal points of Israel's faith -- creation, covenant, and community .  They offer many references to both the Hebrew Scriptures and the Christian Testament.

[P32]
We are reminded of our responsibility for stewardship of God's creation; we are to have "dominion over it"  Gen 1: 28.  And we are reminded of the dangers of hubris: the babble of tongues at the Tower of Bable in Gen 11: 1 - 9.

[P33]
Not all would agree with the bishops complaint about the "misuses of world's resources" by a "minority of the world's population."  {{There is rather good evidence that resources are cheaper than they were, no indicator of misuse.}}

[P39]
The Hebrew Scriptures' concern for justice is addressed in this and the following two paragraphs.  The bishops concern is part of a long Judaeo-Christian tradition.  But we notice that the Hebrew Scriptures do not support property rights as a reminder that the radically new economy described in Paragraph 22 requires a current, not always a Scriptural, understanding.

[P47 -->52]
The bishops provide an example in Mark 10: 42-45 of service to others.  And the good news is preached to the poor: Luke offers the parable of Lazarus at the rich man's gate.  The Biblical admonitions on the dangers of wealth continue.  The bishops derive their preferential option for the poor from those Biblical references.

++
B
 Ethical Norms for Economic Life

[P61]
The Bishops' Letter does not agree that there is a conflict between empirical knowledge "human experience" and the Christian tradition "faithful to the Gospel."  They hope all can agree on human dignity, on community, and on our responsi-bilities to each other.

+
1 
The Responsibilities of Social Living

a) Love and solidarity

The call to Christian love -- not a call for which there can be any economic justification -- is held to be similar to the tradition originated by the Greeks and Romans of the virtue of citizenship: "the virtues of citizenship are an expression of Christian love."  "a courageous hope ... can sustain efforts that will sometimes be arduous and protracted."

b) Justice and participation

"Biblical justice is the goal we strive for."  Justice is commutative, distributive, and social.

{{NOTE:  As we have seen in Chapter 5, Biblical justice is also retributive.  The bishops are not always complete; their Letter is a plea, not a scholarly presentation.}}

Commutative justice requires fairness in exchanges; distributive justice requires reasonable equity in sharing the GDP; social justice requires that all participate.  Although the term is not used, the bishops call here for a lower Gini.#
c) Overcoming marginalization and powerlessness

The bishops see participation as "a most basic demand of justice."  The United States elects its executives and legislators with only about half of the population participating.  It is the upper-income sectors who are voting.  There is little doubt that the poor suffer: not many who serve in legislatures owe their election to the poor.  

The bishops make repeated references to "participation."  For example, cf.[P77] & [P98]

The bishops will ask later for participation by working-men in their unions, [P98] and by the poor for their own self-help [P200].  They encourage both to participate more in citizenship, including voting.  There is the question: should people participate as voters if they do not read the paper?   To such doubts the bishops respond with a call for Christian concern.  The solution is unmentioned and may be difficult to find; the call is to care.  What is needed, [P83], is a consensus that participation is deserved. 

+
2
 Human Rights: the minimum conditions for life in community 

Human dignity is again stressed.  Vatican II's documents called for "access to their own fulfillment."  The rights we have largely established in the United States -- freedom of worship, freedom from discrimination -- have required only that the community not interfere.  Economic rights will require participation, a continuing effort to equip everyone with the skills to contribute.

+
3 
Moral Priorities for the Nation

A skeptic might raise many questions for the bishops.  Does "everyone have special duties toward the poor and marginalized"?  Should "work be organized and scheduled" to reduce family stress?  What is the effect on efficiency?  Is health care a right?  Has "the time come for ... the creation of a moral order that guarantees the minimum conditions of human dignity in the economic sphere for every person"? 

The bishops would answer: we make a call for Christian concern!

++
C 
Working for Greater Justice: Persons and Institutions 

In this section the bishops outline their view of the responsibilities of "Working People and Labor Unions," "Owners and Managers," and "Government and Citizens."  The skeptic might continue: [P96] will "our future be forged by the ways persons direct all this work toward greater justice"?  Should you feel [P100] it is your "task ... {to create} a more just U.S. economy"?

Again the bishops would reply that they are asking everyone to care.  

++
C 
Christian hope and the courage to act

The Chapter ends with a spiritual call.  The bishops hope that the "policies" they are suggesting will have a wider appeal than to the Christian and Jewish communities.  But they address their Letter to those communities and do not shy from occasional appeals that cannot resonate among the secular population.

Chapter III Selected Economic Policy Issues [p63]

How is that "Christian Vision of Economic Life" to be translated into the life lived in the United States?  

The bishops want to avoid answering fundamental questions like:

does our economic system place more emphasis on maximizing profits than on meeting human needs;

does it promote excessive materialism and individualism;

does it direct too many scarce resources to military purposes?

They also seek to avoid the extremes of opinion about the capitalistic market system: that government is usually a burden to the market-place and should be excluded if at all possible or "capitalism is fatally flawed and must be replaced by a radically different system."  Neither of those extremes is supported.  The bishops seek to learn what can be done in our existing "mixed" economy.

They chose to address four "policy issues" -- employment, poverty, food and agriculture, and the role of the United States in the global economy.

++
A
 Employment

Employment is a basic right flowing from the principles of economic justice enunciated.

{{NOTE: The section on Employment suffers especially from the decision not to update the Bishops' Letter from 1986 to 1996.  By 1996, unemployment was headed for the new lows it reached during the Clinton administration.  

Thus such references as 7% of the "labor force looking for a job who cannot find one" and "since 1979, however, the rate has generally been above 7 percent" [P138] are incorrect unless the reader remembers the date {May 1986} to which they refer.

However, when we remember the bishops' purpose the change of date is of smaller consequence.
  Notice for example their: "joblessness is becoming a more wide-spread and deep-seated problem in our nation."  That was true when they wrote it {1986}, not true when their Letter was republished {1996}, but is again true, to a lesser extent, today {2002}.  Their comments on the "scope" of employment are supported often enough by our economic situation and their comments on the "effects" are true always.}}

+
1 
The scope and effects of unemployment 

The bishops remind us of the harsh effects of unemployment on families affected.  "The unemployed come to feel they are worthless ... "  Crime increases; increases in unemployment are followed by increases in the prison population.

+
2 
Unemployment in a changing economy 

There are a number of substantial changes in the economy which affect unemployment.

The labor force is larger: women have entered in considerable number; we have many more immigrants and a larger population generally.

Technological change has made a substantial change in the kinds of jobs there are; especially the demand for muscled work has declined substantially.

Increased global competition has moved many jobs overseas.

Other problems, discrimination an example, continue.  The bishops believe that the large sums spent on military preparedness are largely wasted.  Nearly half of the American scientific and engineering labor force is reported as working in defense related activities.

+
3 
Guidelines for action

The bishops seek a deeper commitment to full employment and a recognition that the problem is a difficult one and needs more attention.  They favor governmental intervention on both the fiscal and monetary side, an expansion of job-training, and direct job creation for the long term unemployed and those with special problems.  They favor increased spending on infrastructure, housing, and parks.  Many services, for working mothers as an example, need help.

There are examples the bishops believe "of how such efforts can be successful." 

The bishops continue by regretting the wide use of overtime and of part-time workers.  And they repeat their concern at the size of our expenditures on defense.

++
B 
Poverty

{{NOTE: We must again recognize that the 1986 letter was not updated; the situations described and data quoted no longer apply.  More recent data on poverty are these:

the poverty rate was 26.5% in 1960 and 14.9% in 1970.; even with the poorer business cycle conditions it rose to only 17.9% in 1980.  

However, the poverty rate was 19.9% by 1990.  The prosperous 1990's, after 1992, reduced poverty again to the 1970 level.}}

[P171]
"poverty has increased dramatically during the past decade"  The "past decade" is now the 90's, one of the most prosperous periods in the entire history of the United States.  As the decade ended, there were actually fewer persons, in absolute numbers, below the poverty-line than there were as the decade began -- that despite the rise in population.  

The bishops claim though that campaigns against poverty can be successful and that President Johnson's "War on Poverty" was is correct.

+
1 
Characteristics of poverty 

[P173]
Aware that almost everyone in the United States is on the happy side of the vast chasm of material well-being dissociating the Industrial World from the non-Industrial World, the bishops want to discuss relative poverty#: "poverty in our time is different from the severe deprivation ... experienced in Third World nations today."

[P175]
"Generally ... {those who are poor} are not in a position to work more hours than they do now."  While some may challenge that claim, the bishops do offer substantial support in the literature -- their Footnote 30.

a)
Children in poverty (b)  Women in poverty and (c)
Racial minorities and poverty 

Large  numbers of citizens of the United States are badly handicapped as their life begins.

[P179 and [P180] describe the situation of female-headed households.  Since there are no current data in the letter, nothing is said about the impact of the new welfare legislation.  Indeed, we do not yet know the effects.
  Legislated during "good times" we have yet to learn the result when jobs are less available.

+
2
 Economic inequality


{{NOTE: Following is a review of current data rather than the data offered in the Bishops' Letter.  The response they suggested is even more needed than it was in 1986.}}

Early in 2002, the Citizens for tax Justice released current data on the extent of the increase in income inequality.

About 205,000 taxpayers made $1,000,000 or more in 1999 an increase from 87,000 in 1995; the average income of those 205,000 was $3.2 million.  The share of their income that went to taxes fell to 27.9%; in 1995 it had been 31.4%.  Those making more than $1,000,000 more than doubled their slice of the GDP to 11.2% against 5.4% in 1995.  The 400 richest taxpayers of all paid only 22% of their income in taxes..

Meanwhile the middle and lower income classes fared less well.  For these taxpayers the portion of their income going to taxes rose. 

[P185]
The Bishops offer a reasoned case here.  They recognize that there can be merit to some income inequality.

+
3 
Guidelines for action

The bishops return to "moral principles" [P190].  The bishops want us to recognize that there have been successes in reducing poverty.  We have been successful in the past.  President Johnson's War on Poverty is much ridiculed now.  However, as the Bishops' Letter reminds us, the poverty rate was 26.5% in 1960 and 14.9% in 1970.  {{President Johnson was in office from 1963 through 1968.}}

Throughout their Letter the bishops seek to enlist Christians in the quest to enhance human dignity for everyone, especially the poor.  Here they list the stereotypes often used by those who do not want the society to recognize such an obligation.  President Reagan's story about the welfare queen with two Cadillacs was so popular that he resisted for months the questions of reporters seeking to learn whether it was true.  Eventually his press officer was forced to agree it was not.  The bishops concern is not with President Reagan but with the popularity of the stereotype he used so effectively.

The Bishops' Letter suggests, seven topics for consideration.

[P196]
Perhaps nothing helps so much as a healthy economy.

[P199]
Discrimination continues to be a problem.

[P200]
Imaginative ways to encourage self-help are a major need in welfare programs.

[P202]
Tax reform can benefit the poor more than it does.

[P203]
Education may be the best way to help the poor.  [P205]  The Bishops strongly support the public schools.

[P206]
The Bishops' Letter recognizes the importance of pro-family institutions.  It also recognizes how much support there is for anti-family institutions.  The bishops list some pro-family and anti-family institutions.

[P210]
Welfare reform is needed and should include these measures:

self-sufficiency should be encouraged;

the level of support should be higher;

national standards are needed; some states are too stingy; and

two-parent families who are poor should not be ignored.

A substantial reform of welfare was passed in 1996, the Personal Responsibility and Work Opportunities Reconciliation Act.  As would be expected there are conflicting evaluations of its merit.  When first implemented, times were unusually prosperous and jobs were found for many of those previously on non-working welfare.  Leaner times and the end of the support period will be the needed test of the reforms passed.  Whether or not the reform proves to be helpful, it did try to address the concern the bishops expressed here.

+
4
 Conclusion

[P215]
In concluding the bishops suggest that: "the agenda for public debate {should include} serious discussion of more fundamental alternatives {such as ... family allowance ... negative income tax ... ."

++
C 
Food and agriculture 
[p83]

+
1 
U.S. Agriculture -- past and present

Several paragraphs lament the trend to very large farms.  The policy of the United States to make food cheap is mentioned as contrary to the continuation of small farms.

Large farms are subsidized.

The export trade is more useful to large corporate farms than to small farmers.  The bishops contend that we have we lost "a valued way of life."  

[P223]
"high interest rates" no longer exist.

Four aspects of the current situation concern the bishops -- [P225] --> [P229].

1)  Land ownership is becoming further concentrated.

2)  Diversity in our society is lost as small farms are.

3)  Our natural resources are depleted and pollution increases.

4)  "the situation of racial minorities in the U.S. food system is a matter of special pastoral concern.  They are largely excluded from the farm economy."  In the next paragraph mention is made of the way they do participate to some extent -- as migrant workers, an abused segment of our society.

+
2 
Guidelines for action
[p86]

[P231]
The bishops "cannot remain silent while thousands of farm families ... lose their ... way of life." They recognize that there are long-run considerations that limit the remedies to be recommended.

Three guidelines are suggested 
[P233] --> [P238].

1)  First, the economic viability of moderate sized farms operated by full-time farmers should be protected.

2)
Second, the opportunity to engage in farming should be protected.

3)
Third, effective stewardship of our resources should be a central consideration.

Following the first guideline are these two paragraphs celebrating the contribution made to our society by farming -- distributed ownership, social diversity, democratization of decision-making.  Small-town businesses, not just farmers, are impacted.

+
3 
Policies and actions
[p88]

[P239 & 240]  The federal government has and will retain a large part and responsibility for farming policies.  In exercising that responsibility, global considerations must be included.

These suggestions are offered for governmental action [P241 --> 247].

a)
Recognize the current bankruptcy problem.

b)
Subsidies go disproportionately to large farmers.

c)
The artificial subsidy of tax losses provided to non-farmers should be re-considered.

d)
Medium sized farms can achieve most of the efficiency of the largest farms; research should be re-directed to technology to help medium-sized farms.

e)
Wise stewardship of our resources benefit the whole society; the costs of that stewardship should be shared.

f)
Migrant workers should receive better pay and more concern for their well-being.

+
4 
Solidarity in the farm community 
[p90]

[P248 & 249]  It is not necessary that every farmer be in competition with every other farmer.  Farmers themselves must make some effort to preserve the farming community.  They also need to end their resistance to the unionization of migrant workers and to a larger life for them.

+
5 
Conclusion

[p90]

[P250]  The food economy has an exceptional moral significance.  "Our response should reflect ... a determination that the United States will play its appropriate role in global food needs, and a determination to bequeath to future generations {all the benefits we have today}."

++
D 
The United States economy and the developing nations: complexity, challenge, and choices


+
1) 
The complexity of economic relations in an interdependent world 

[P251]
The Bishops' Letter urges the same respect for human dignity in the international sphere as in the domestic and reminds the United States that it must play a leading role. 

[P252]
The "scandal of the shocking inequality between the rich and the poor"
 is the Bishops' reference to what this text has been calling the "vast chasm of material well-being separating the Industrial World from the non-Industrial World."

[P253]
The non-Industrial World sees itself as dependent on the Industrial World especially on the United States.  The prices of the commodities they sell are determined by the Industrial World and their "traditional cultures are increasingly susceptible to the aggressive cultural penetration of Northern ... advertising and media programming."

+
2) 
The challenge of Catholic Social Thought 

[P259]
The Bishops' Letter calls for a renewal of the dialogue between the Industrial World and the non-Industrial World with the aim of "reorganizing international economic relations to establish greater equity."  {{Indeed the call for dialogue may be the most important, feasible suggestion about "globalization" in the Bishops' Letter.}}

Further, domestic interests often conflict with what might be seen as international moral obligations.  {{Sugar interests in the United States have kept domestic prices high by excluding foreign suppliers.  Our export of grain to nations where farmers are trying to serve their markets themselves may destroy those farmers economically.}} 
 

[P260]
The special option for the poor must gain a primary place.  Any effort to improve the material well-being of the inhabitants of the non-Industrial World will accord with this principle if it is effective.  Just what will be effective may be controversial, but the intent, at least of the well-intentioned, is to give the poor a primary place.

+
3) 
The role of the United States in the global economy: constructive choices

{{Section 3 begins with support for the United Nations.  Many of the comments made in this section, and throughout other sections dealing with the non-Industrial World, are patently written before the fall of the Berlin Wall and the end of Communism.  Further the policies challenged are those of the 1980's not of President Clinton or the yet-to-be-detailed policies of President Bush.))

The Bishops' Letter continues to seek principles which will result in more material well-being in the non-Industrial World and offers comments in five areas -- 

developmental assistance, 

trade, 

finance, 

foreign private investment, and 

the world food problem.

a) Developmental assistance 
[P265]

The Bishops' Letter recognizes how important to the non-Industrial World is the developmental assistance coming to them from the Industrial World -- and from a few of the oil-producing states.  

It laments however the position of the United States as nearly last among Industrial World nations in the portion of its GDP given to foreign aid.  Further, weaponry is an increasing share of that aid.

b) Trade 
[P267]

This paragraph on trade begins with an argument close to supporting the medieval notion of the "just price."  However, the next paragraph makes a stronger point: the non-Industrial World suffers severely from adverse tariffs excluding its manufactured goods and some of its agricultural produce.

The Bishops' Letter continues by noticing the need to support those in the Industrial World, who are displaced by imports, while they find other jobs.

 c) Finance 
[P271]

The bishops provide a useful history as they introduce the problem of non-Industrial World debt.  We are reminded of the steep rise in the price of grain when the Soviet Union purchased all of the surplus stocks of the United States in 1972.

That was followed {1973} by a steep rise in oil prices implemented by OPEC, the oil-producing states, and that, in turn, by the deposit -- in Industrial World banks -- of the immense proceeds from that price rise.  Forced to find borrowers for those deposits, the banks enticed non-Industrial World nations to make larger loans than they could feasibly repay.

Some large part of the present non-Industrial World debt problems arises in that history.  The institutions of the Industrial World -- among others the IMF and the World Bank -- have done to little to help.  Some of the poorest nations in the world are most affected.

{{NOTE: A difficulty here is that, even setting aside vested interests determined to shape policy so that it redounds to their benefit, there are honest differences among the well-informed regarding the needed changes.  Even if we include only the best-intentioned suggestions, we will not find a consensus.}}

d) Foreign private investment 
[P278]

As written this paragraph may appear to be a plea for corporations to set aside profit-making in order to become trainers of the non-Industrial World.

e) The world food problem 

[P281]

Hunger is a problem of special urgency, especially for Christians.  The Christian Testament is replete with commands to "feed the hungry."  The Bishops' Letter suggests that "half a billion people" are hungry, probably a modest estimate that fails to account for malnutrition.  They make another plea, like their domestic one, for aid to small farms.

This section of the Letter concludes with a defense of the Roman Catholic position on birth control and a concern that population growth not overwhelm food resources.

+
D 
The the United States economy and the developing nations: complexity, challenge, and choices


The responsibility  of the United States for reform in the international economic system


[P288]
The non-Industrial World is not blameless with respect to these failures.  Positive steps are needed "to promote and sustain development and economic growth -- streamline bureaucracies, account for funds, plan reasonable programs, and take further steps toward empowering their people." 

[P289] 
The bishops write: "Rather than prompting U.S. arms sales, especially to countries that cannot afford them, we should be campaigning for an international agreement to reduce this lethal trade."  (emphasis in the original)

[P291]
During his 1979 visit to the United States, Pope John Paul II urged us to return to our previous generosity, to lead the Industrial World in establishing "a more just relationship among all the nations of the world."  

+
Conclusion


The Bishops' Letter recognizes that some of the suggestions made in Chapter III are in conflict: the need to lower tariffs against full employment an example.  Wise management of the alternates is not beyond those working with good intentions.

The large Federal debt is recognized as an impediment to some of the changes suggested.
 The bishops suggest that the military budget might be reduced in favor of social needs.

The chapter ends with this remark: "The question is not whether the United States can provide the necessary funds to meet our social needs but whether it has the political will to do so."

Chapter IV

A New American Experiment: Partnerships for the Public Good [p113]

[P296]
To complete America's unfinished business, economic justice for all, "a greater spirit of partnership and cooperation is needed, competition alone will not do the job.  It has too many negative consequences for ... the economically vulnerable ... "

++
A 
 Cooperation within firms and industries

Success in that endeavor requires new forms of participation between labor and management.  The bishops recognize how difficult it will be to construct those: "in U.S. law the primary responsibility of the managers is ... {to serve} the interest of a profitable return to investors."  They remind us that, facing bankruptcy or other extreme challenges, labor and management often arrange to cooperate.

++
B 
 Local and regional cooperation

The bishops' faith is in families and local structures, such as community development corporations.  We are reminded of the principle of subsidiarity manifested so often in Catholic Social Thought.  Local churches are urged to "work creatively and in partnership with other private and local groups in responding to local and regional problems."

++
C 
 Partnership in the development of national policies

When the bishops call for "overall planning in the economic domain" they recognize they are in a dangerous ideological area.  They write (in 1986) long before the collapse of Communism but after it had become clear that totalitarianism was not working.  Communist regimes had no success in providing material well-being for their populations, although those in power did well.  The bishops are careful in listing their recommendations.

1)
"All parts of society ... must cooperate in forming national economic policies."

2)
"The impact of national economic policies on the poor ... is the primary criterion for judging their moral value."

3)
There is far too much spending on defense.

The bishops are aware "that there is a tension between setting goals for coherent policies and actually arriving at them by democratic means."  They hope to increase the commitment to the common good and, thereby, to increase our ability to achieve such goals.

++
D  
Cooperation at the international level

"Locked together in a world of limited resources and a growing array of common problems, we help or hurt one another by the economic policies we choose."  The bishops regret that the United Nations, World Bank, and International Monetary Fund do not have more authority, in that regret echoing Pope John XXIII's belief that was a "structural defect."  The primary call from the bishops in the international arena is that the United States be more cooperative and helpful with international agencies.  

Chapter V

A Commitment to the Future [p125]

"... we hold that the life of each person on this globe is sacred.  {Thus we seek} a just economic order where all, without exception, will be treated with dignity ... "

++
A 
The Christian Vocation in the World Today


The bishops call for a Christian conversion "a change of heart ... expressed in praise of God and in concrete deeds of justice and service."

++
B 
 Challenges to the Church
[p129]

++
C  
The Road Ahead


[p134]

Sections A, B, and C of Chapter V are principally religious rather than economic.  They are a powerful plea but are not relevant in an economic text.

The bishops conclude with a final call, also religious.

++
D  
Commitment to a Kingdom of Love and Justice

[P363]  "we can rightly ask ourselves one single question: how does our economic system affect the lives of people -- all people?"

[P364]
"We must not be discouraged ... No utopia is possible on this earth, but ... we know that God's providence ... will not be lacking to us ... "

[P365]
"Love implies a concern for all -- especially the poor ... "

The wealth, health, and material well-being of the Industrial World exceed by a wide, wide margin that of other societies now and by the same margin anything known to history.  Within the Industrial World the United States is one of the richest nations.  It is politically bizarre to expect support from the citizens for any proposal which threatens that material well-being.

When the bishops suggest "competition alone will not do the job ... {because} it has too many negative consequences for ... the economically vulnerable" they may make that threat in the minds of some listeners.  Competition is the very center of the market-place and the market is surely a substantial contributor to that material well-being.

The following three chapters leave that question unaddressed.  They ask instead: for what suggestions in the Bishops' Letter can an economically justifiable implementation be suggested?

++
Questions for Chapter 9

1) How practical is it for "those with economic power to shape their decisions by how they affect the stability of families and the opportunities of people who are poor{?}"  The Bishops' Letter encourages that [p9].

2) What would you suggest as a proper social response to poverty?

3) Schools in Philadelphia and patently less well-funded than schools here in Villanova and surrounding suburbs.  What should we do about that?

4) Is the maldistribution of income, mentioned so often by the bishops, a concern for you?  Why or why not?

5) "How can we assess our own work ethic, productivity, consumption, and lifestyles in light of the needs of a hungry world?"
[p147]  Should the United States "assess our own ... lifestyles" in such a fashion?

6) What are the bishops' "prudential judgements{?}" Name one or two.

7) What is "the Christian view of ... economic life{?}"  

8) Is it hard to find a "common ground among people with different backgrounds{?}"  Describe the kind of person who is not from your "background."  Will the Bishops' Letter "... contribute to the development of this common ground{?}"

Part 5  Catholic Social Thought in the Public Square

The wealth, health, and material well-being of the Industrial World exceed by a wide, wide margin that of other societies now or in history.  It would be politically bizarre to expect support from our citizens for any proposal which threatens that material well-being.

When the bishops suggest "competition alone will not do the job ... {because} it has too many negative consequences for ... the economically vulnerable," they may make that threat -- to our material well-being -- in the minds of some listeners.  Competition is the very center of the market-place and the market is surely a substantial contributor to material well-being.

The three chapters in Part Five do not consider so fundamental a question.  They ask instead: for what suggestions in the Bishops' Letter can an economically justifiable implementation be suggested?  Suggestions which might reduce the per capita GDP are excluded.

Chapter 10  Income Distribution

A goal of Catholic Social Thought, to this point implied, might be to shift income distribution, specifically after-tax income, toward the lower quintiles -- lower the Gini, make the area between the 45o line and the Lorenz curve smaller.
  It is crucial that the productivity of the economy not be lessened in the process.  No one gains if the working classes and poor get a larger share of the pie but the pie is so much smaller that they are worse off.  Communism promised, in effect, a lower Gini.  As events in the twentieth century made clear, it brought misery not a better income distribution to millions.

One possible way to equalize income distribution without lessening productivity might be to increase the minimum wage.  We explore that possibility.  

Compliance by employers with the minimum wage law is haphazard.  Low-wage workers could be helped by more rigorous enforcement of the law.

Another way to equalize after-tax income distribution might be to increase the marginal tax rates of high income earners.  The effect of such increased marginal tax rates has been examined.  The work effort of high income earners seems to be unaffected

++
The minimum wage 

The Fair Labor Standards Act, passed in 1938, included the first minimum wage legislation; it set the minimum wage at $0.25/hour; only about 43% of the non-exempt work force
 was included.

The portion of the work-force covered by the Fair Labor Standards Act has increased and now includes almost all (88%) of the non-exempt work-force; employees of state and local governments remain the principal exception.

The effect on employment of increases in the minimum wage is of considerable interest among economists; there have been a number of empirical studies but, as yet, no consensus.  Consider, first, the microeconomic theory.

For unskilled labor in a particular market, there is a market price, established where the quantity of that labor demanded equals the quantity supplied.  Should a minimum wage be established above the market price there will be a larger quantity supplied than demanded; unemployment results.

That microeconomic model assumes a stationary demand.  More likely, demand for labor increases as business conditions in the market improve, possibly to the point or above the point established by the minimum wage.  Then there is no resulting unemployment and some low-skilled workers have increased purchasing power.

The effort to learn the empirical effects of a higher minimum wage might be summarized this way: if there are adverse effects on employment of increases in the minimum wage, they may be local.  To represent each of the authors correctly most of the following notes are paraphrases or direct quotes from the authors; they have been carefully selected to be in context.

+
Who are the minimum wage workers?
(Mellor {July 1987})

In 1986 non-exempt workers were 60% of the 96.9 person labor force; their median hourly earnings were $6.33/hr.
  Including 3.3 million usually part-time workers, there were 5.1 million affected by the $3.35 minimum wage established in January 1981.

The Northeast had the lowest portion of minimum wage workers (6.7%), the South the highest (10.7%) -- rising to 13.3% in the East South Central states.

Minimum wage workers are predominantly in service: the minimum wage is paid to 48% of workers in private households, to 22% of those in retail, 19% in recreation, and 18% in agriculture.

Characteristics

The largest number of minimum wage workers were women -- 3,300,000; 1,056,000 were teenagers, 2,261,000 were 20 or more.  There were 1,846,000 teenagers in minimum wage jobs, 792,000 of them male.  Non-high school graduates are 40% of those over 24 who are paid the minimum wage or less.

About 10% of women maintaining families were paid the minimum wage.  

+ 
The effects on employment of increases in the minimum wage  

(Borjas {2000})

[p140]
"The unskilled workers who are lucky enough to retain their jobs benefit from the legislation.  The minimum wage, however, provides little consolation to the unskilled workers who lose their jobs."

[p143]
"Many of the empirical studies focus on teenagers, a group that is clearly affected by the legislation."  For this group several studies have shown that "a 10% increase in the minimum wage lowers teenage employment by between 1% an 3%."

"The long standing consensus that the minimum wage has adverse employment effects on the most susceptible workers has come under attack in recent years.  ... A number of recent studies have introduced a different methodology ... by carrying out 'case studies' that trace out the employment effects of specific minimum wage increases.  These studies often conclude that many of the recent increases in minimum wage have not had any adverse employment effects." {{emphasis in the original.}}

[p146]
"We do not yet know why the recent evidence differs so sharply from ... the implications of our simple -- and sensible -- supply and demand framework."  

[p149]
"It turns out that only about 19% of the increase in income generated by the higher minimum wage accrued to poor households
 ... even if the minimum wage has few adverse employment effects, it is not an effective way to combat poverty in the United States."

David Card et al

Card {1995}

[p1]
"a study of employment in the fast food industry after the ... 1992 increase in the New Jersey minimum wage shows the employment was not affected adversely by the law. ... Relative to ... Pennsylvania, where the minimum wage remained unchanged, we find that employment in New Jersey actually expanded with the increase in the minimum wage."  {{emphasis in the original.}}

[p2]
"We find similar results ... in Texas after the 1991 increase in the Federal minimum wage and ... after the 1988 increase in California's minimum wage."

[p2]
"We also discuss and reanalyze several previous minimum wage studies that used cross-sectional or panel data. #  We find that the evidence showing the minimum wage has no effect or a positive effect on employment is at least as compelling as the evidence showing it has an adverse effect."

[p3]
"Contrary to popular stereotypes, minimum wage increases accrue disproportionately to low-income families.  ... two-thirds of minimum wage workers are adults, and the earnings of a typical minimum wage worker account for about one half of ... her family's total income."  

That is also contrary to Borjas just above.  A possible reason for the different interpretations is different definitions of "poor households."

Deere et al


{1996}

[p33]
"The recent finding that time-series estimates of minimum wage employment effects decline when data from the 1980s are included may be nothing more than increased measurement error in the minimum wage variable."  

{{NOTE: Again we learn how large the "noise" is compared to the signal.  The state of the economy -- the business cycle -- may have a large enough effect to mask the much smaller impact of a change in the minimum wage.  The technical statistical difficulties of conducting these studies of the employment effects of increases in the minimum wage are described on page 52.  There are many and the data are "noisy."}}

[p36]
The authors object to a program which "takes money from the people in front of the counter at McDonald's and gives it to the people behind the counter."  Many of those "behind the counter" are teens from affluent families; the customers include the nonworking poor.

{{NOTE There needs to be evidence that the income stratum of the workers is indeed above the stratum of the customers.  In the McDonald's in some suburbs near cities the customers are from a higher stratum than the workers.  One would expect (no data) that the employees in most fast food restaurants would be of the same income stratum as the customers.}}

[p49]
"Not only is there clear evidence that past increases in the minimum wage have reduced employment, particularly among teenagers, but the signs also suggest that further increase ... would have a much greater impact ... than any of the recent increases."
  

Marvin Kosters

(Kosters {1996})

{{NOTE: 
Apparently as a direct result of the Card paper, Dr. Kosters arranged a seminar about the employment effects of the minimum wage at the American Enterprise Institute in June 1995.  He  assembled a book reporting the seminar's findings.}}

[p2]
"The Federal minimum wage Commission {was} created in 1977.  ... The research sponsored by the Commission ... helped to establish a consensus among economists about the effects of the minimum wage on employment."

"Time-series studies typically find that a 10% increase in the minimum wage reduces teenage employment by 1 to 3%."

Dr. Kosters offers this last word: "the evidence is sufficiently strong that we should all be concerned about the unintended adverse effects of raising the minimum wage on the availability and characteristics of jobs for those who would be the most affected."

Robert Prasch et al

(Prasch {1999}

{{NOTE: Like Kosters' this is not an empirical paper but is well informed about the literature and is commenting on the empirical work done.}}

[p473]
Prasch distinguishes "homo oeconomicus" from "homo finitus."  The former is the rational maximizer known to us from neo-classical economics.  The latter is "a more accurate conception of a real human being."  

"an adequate minimum wage not only better addresses the pervasive economic problems faced by homo finitus, but ethically is a sound policy that should be promoted by a responsible society."  

Prasch is among those who believe that increases in the minimum wage do not affect employment; he also introduces empirical studies of related minimum wage effects not mentioned in the previously discussed sources.

[p473]
"there is no observable correlation between the level of the minimum wage and the rate of small business bankruptcies.  Another study of small business owners, based on an extensive survey, could not find any indication to lower the level of employment in the event of an increase in the minimum wage."

+
Do increases in the minimum wage increase drop-out rates?

David Neumark et al

{{NOTE: These authors raise this new subject: do increases in the minimum wage successfully tempt teenagers to drop out of high school?  They also study the actual effects on employment; since they reach conclusions similar to Deere et al, quotes from them on that subject are not included here.}}

[p70]
"The fact that the estimated minimum wage coefficient for teenagers becomes more negative when the enrollment rate is included ... suggest{s} that minimum wage increases reduce school enrollment."

[p73]
"only for blacks and Hispanics do we find significant displacement from the 'not in school and employed' category to idleness."

Thus, another effect of increases in the minimum wage might be to increase drop-outs from high school by teenagers who already have limited futures.  That might not be true but a prudent advocate of Catholic Social Thought will want to include that possibility in any consideration of increases in the minimum wage.  

In the Neumark study it is blacks and Hispanics who are most tempted by increases in the minimum wage to leave high school.  It is then the case that, when the job ends for one reason or another, they do not return to high school.  Non-black non-Hispanic students who leave minimum wage jobs, which they have left school to take, are more likely to return to school.

+
Employers might be more carefully monitored to ensure compliance.

David Weil

Enforcement of labor standards in low wage industries has been the province of the Wage and Hour Division in the Department of Labor.  During the Clinton administration there was an extended effort to increase the inspectors in the Division without increasing the total number of employees there.  There are still not many inspectors available -- 21 in 2000 in New York City; there is considerable reliance on surprise.

It is not difficult for an employer to calculate the costs of compliance against the costs of non-compliance.  Penalties are not large: principally the employer must pay back wages and a small civil penalty.  The average penalty incurred between 1996 and 2000 was $1100.  In that period the median under-payment uncovered was $378, about 45 hours pay for the average worker and a considerable sum for a person under such severe economic pressure.

A predicted cost of non-compliance -- given the small like-lihood of being inspected -- is $780; the predicted cost of compliance is $6700.  The employer who complies with the law is not being instrumentally rational.

+
Is the minimum wage an effective remedy for poverty?

Society faces a value judgement about the minimum wage.  Mellor believes that the minimum wage affects so few heads of households that it does not accomplish its purpose.  Others agree that only a minority of minimum wage workers are heads of households but remind us that minority constitutes millions of workers.

Like Mellor, Borjas does not believe the minimum wage is efficacious: "... only about 19% of the increase in income generated by the higher minimum wage accrued to poor households ... even if the minimum wage has few adverse employment effects, it is not an effective way to combat poverty in the United States."

Setting aside that Borjas' estimate does not go unchallenged, that is a value judgement with which you may or may not agree.  Some disagree.  Even if it is the case that only 19% of the increased income goes to poor homes, the bishops would be delighted to help the 19%.  Since Borjas goes on to note that "over 50% of the income increase went to households that were at least twice the poverty threshold" you can infer that nearly half of the increase went to households that were below it.  Especially if there are no effects on employment or school attendance, the bishops would find that a splendid outcome.  Borjas does not.

+
What can be concluded about the effects of the minimum wage on employment?

1) The effects on employment, if they occur, may be small but could be important in local areas.  There are undisputed data for the nearly eight decades since the first legislation that national unemployment does not rise after the minimum wage is raised.  Increases are usually legislated during business cycle booms.  The purchasing power of the minimum wage decreases considerably before the next minimum wage increase is legislated.  (The highest real value of the minimum wage was in 1969 when it reached about $7.50 corrected to 2002 dollars.)

2) We can learn conclusively, taking our conclusion from those who oppose the minimum wage, that a considerable number of wage-earners who are supporting families get increases in wages when the minimum wage is increased.  Most of the increase may go to others than heads of households as opponents claim, but there is no dispute that a large number (millions of persons) of those affected are heads of households or important for household income.

3) The spirit of the Bishops' Letter could be met by adding to the number of inspectors of low-wage employers until the cost of non-compliance is higher than the cost of compliance.

4) More needs to be learned about the effect on dropping out of school.  The adult workers at which this implementation of the bishops' living wage would be aimed are unaffected by that possibility.  However, if the dropping-out effect is substantial, that is a serious offset to the gain among adults.

++
The effect of increased marginal tax rates on high income earners 

+
The standard theory

A standard economic assumption is that people opt for more leisure when their after-tax pay is reduced.  In one widely used college economics text -- and many more examples are available -- we read: 

"Taxing people's income from their work and saving lowers the after-tax income they receive.  This lower income makes them work and save less.  Less work and less saving result in smaller output and less consumption not only for the rich who pay the taxes but also for the poor who receive the benefits."

That assumption is not confined to college textbooks in economics.  Alan Greenspan is quoted in the Wall Street Journal:

"All taxes are a drag on economic growth.  It's only a question of degree."

There seems to be no evidence that is true.  Some of the highest growth rates we have ever had, from 1951 to 1968 for example, were accompanied by marginal tax rates of 90% and 70%.  Numerous studies have examined the effect of marginal tax rates on hours worked by high income earners; uniformly no effect is found.
  The notion that there should be an effect, found in many other college economics texts than the one quoted, assumes that the "work" being done by high income earners is unpleasant, that there is "leisure" available which is more attractive.  The evidence is to the contrary.

Chapter 11 discusses economic growth and the effect income distribution has on it.

+
The empirical effect of marginal tax rates on the productivity of high income earners 

"We have examined whether high income men -- the rich -- ... respond {to taxation}.  High income taxpayers are often thought to have more opportunities to respond to tax law changes and to have a greater incentive to do so because of their high marginal tax rates.  Our analysis of changes in the work hours of such men ... find (sic) essentially no evidence of such a response."

The Slemrod text in which that article was printed, published a response.

"... this is a nice paper.  It shows that even though there is evidence that the tax change of 1986 had an effect on taxable income there is no evidence that it had an effect on hours worked for high income prime-age males.  This result is not surprising given previous work in the area, but the change in taxable income is so large that it is important to document that it does not arise from changes in hours worked."

"Using exactly the same methodology and data, they then demonstrate that there is virtually no effect of tax changes on labor supply."

+
An explanation for what neo-classical economics would see as an anomaly

Anecdotal evidence provides the explanation for the lack of a tax impact on productivity.  For high income earners, hours in the office are often the most satisfactory, even exciting, time of their lives.  The New York Times Magazine published an article by Arlie Hochschild "There's No Place like Work."

"... over the last three years, {Gwen's} workday has gradually stretched to ... nine hours not counting the E-Mail messages and faxes she answers from home.  She complains about her hours to her co-workers and listens to their complaints -- but she loves her job.

... a Bureau of Labor survey asked workers if they preferred a shorter work-week ... .  About 62% preferred their present schedule; 28% would have preferred longer hours.  Fewer than 10% said they wanted a cut in hours.

... Why aren't {parents} taking advantage of an opportunity to reduce their hours at work?

The most widely held explanation is that working parents can't afford to work shorter hours.  ... But if money ... is the explanation, why would ... the best paid employees be the least interested in {fewer hours} while clerical workers who earned less were more interested?"

In her essay, Arlie Hochschild writes: "I did not anticipate {my} conclusion: work has become a form of 'home' and home has become 'work'."

During his contract negotiations after he had won the Most Valuable Player award two years in a row, Mike Schmidt admitted that he would pay the Phillies $30,000 to let him play third base.  The CEO of J.C. Penney averred that he was "one of those lucky guys who never worked a day in his life."  Martin Feldstein, an aggressive, Libertarian opponent of higher marginal tax rates, agreed that he would not work fewer hours if his own marginal tax rate was increased.

+
What can be concluded about the effects of higher marginal tax rates on the productivity of high income earners?

An effective way to meet the bishops' call for a less unequal income distribution is to increase taxes sharply on high income earners.  Much of their after-tax income is economic rent. #  Such programs as the Earned Income Tax Credit# and improved funding for Social Security are among those that could benefit from such increases.  The effect would be a lower after-tax Gini.

As just mentioned, Martin Feldstein is a well-known opponent of higher marginal tax rates.  Dr. Feldtein's arguments usually demonstrate the extent to which high income earners will go to avoid taxes.  He also claims, with good evidence, that they are successful and that increased marginal tax rates do not increase tax revenue much.  A large amount of the work done opposing tax increases makes similar claims.  Some of it implies that increased taxes have bad effects but does not offer empirical evidence to contest the empirical claim that marginal tax rates do not affect the amount of work done by high income earners.

A reasonable means of implementing a lower after-tax Gini would be to increase the marginal tax rates of high income earners substantially; that would realize a principal goal of the Bishops' Letter.  Much of the after-tax earnings of high income earners is economic rent and a waste of our nation's resources.  As noted previously, we had some of the highest growth rates ever recorded when the marginal tax rates were 70% and 90%
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Part Five itemizes those suggestions in the Bishops' Letter for which an economic justification is possible.  In Chapter 10, Income Distribution, the bishops' suggestions relating to domestic United States were considered.  This chapter considers the suggestions made about the non-Industrial World, usually about the responsibility of the citizens of United States to remedy the destitution endemic to the non-Industrial World.  Economists would uniformly suggest that the remedy for such destitution lies in economic growth.

Chapter 11  Economic Growth
What does the Bishops' Letter encourage us to do about economic growth?  Little directly.  The bishops recognize a Christian obligation to alleviate the "scandal of the shocking inequality between the rich and the poor {nations}." Their Letter offers comments, relating to that scandal, in five areas -- 

developmental assistance, 

trade, 

finance, 

foreign private investment, and 

the world food problem.

In each of those areas, the bishops are interested in solutions more political than economic -- mostly increased financial aid and increased participation by the non-Industrial World nations in allocating and using that aid.  However, economic growth does not go unmentioned in the Bishops' Letter.

"No real economic growth can take place ... {unless the infrastructural needs of the poorest countries are met} -- roads, transportation, communications, education, health ... these generally do not show profits and do not attract private capital." [P278]

Positive steps are needed "to promote and sustain development and economic growth {in the non-Industrial World}."
[P288]

There is though far less attention to economic growth in the Bishops' Letter than one would find in such a "Letter" by an economist.

This chapter considers first what economists would suggest as required to alleviate the "scandal," then lists the support economists offer for the proposals in the Bishops' Letter that are applicable to "the United States economy and the developing nations."  Those proposals are principally in Section D of Chapter III of the Bishops' Letter.  They are not organized into "economic policy issues" and "guidelines for action" as are the suggestions in previous sections of their Chapter III.

++
What can economists tell us about economic growth in the non-Industrial World?

Chapter 4 introduced Nhem Yen, her appalling destitution, and reminded us that she is a typical, not a deprived, inhabitant of the non-Industrial World.  The bishops recognize Nhem Yen as our neighbor, one we are committed to help.  Essentially all economists will agree that help of any permanence for the Nhem Yen's of our world can come only from economic growth -- in Cambodia and elsewhere in the non-Industrial World.

Economists begin with three irrefutable observations.

1)
The gap in material well-being between the Industrial World and the non-Industrial World is vast indeed.

"The most striking aspect of the world's income distribution is the very large and persistent disparities in per capita income"

2)
Since the Industrial Revolution material well being has been increasing in the Industrial World despite population growth.

3)
The rate of economic growth, in different countries, has remained strikingly different for long periods.

Having made those observations, economists will agree that they are not sure how to bring about economic growth.  Adam Smith may have been our first economist and his interest was economic growth, but, for a variety of reasons, it was not until after World War II that economists were again interested.  Chapter 4 summarized three "economic theories" about economic growth -- neo-classical, New Growth, and institutional.

++
A reminder: what did the bishops suggest to remedy the destitution in the non-Industrial World?

The bishops are anxious that we recognize this: "The pastoral letter ... does not embrace any particular theory of how the economy works, nor does it attempt to resolve the disputes between different schools of economic thought."  [P12]  Instead it presents ... moral principles.  For example:

"... we hold that the life of each person on this globe is sacred.  {Thus we seek} a just economic order where all, without exception, will be treated with dignity ... "

As previously mentioned the comments in the Bishops' Letter about the non-Industrial World are principally in Section D of Chapter III of the Bishops' Letter.  There are additional suggestions in Section C of their Chapter IV.

The bishops often make recommendations about which economics can only be silent.

1)
"All parts of society ... must cooperate in forming national economic policies."

2)
"The impact of national economic policies on the poor ... is the primary criterion for judging their moral value."

3)
There is far too much spending on defense.

The Letter reminds us that Pope John Paul II urged us to return to our previous generosity, to lead the Industrial World in establishing "a more just relationship among all the nations of the world."  It laments the position of the United States as nearly last among Industrial World nations in the portion of its GDP given to foreign aid.  

Weaponry is an increasing share of that aid and the Letter repeatedly deplores the spending, within the United States and throughout the world, on arms.

The Letter calls for a renewal of the dialogue between the Industrial World and the non-Industrial World with the aim of "reorganizing international economic relations to establish greater equity."  

The primary call from the bishops in the international arena is that the United States be more cooperative and helpful with international agencies.  

Often the Bishops' Letter is about the "Christian ethic" rather than "justice."  

"the Christian ethic is incompatible with a primary or exclusive focus on the maximization of profit."  [P280]

Few economists comment about "the Christian ethic."  Nonetheless, economics is a relevant way to evaluate several of the bishops' suggestions.  Further, in this very paragraph, the bishops remind us of the benefits brought to a developing country by international corporations.  The bishops are suggesting a conscious effort to bring about these desirable changes.  Such changes may occur as a usual concomitant of modern market activity; that too accomplishes the bishops' purpose.

++
Economists can comment on these concerns of the bishops 

(relevant to the non-Industrial World)

The special option for the poor must gain a primary place.  Any effort to improve the material well-being of the inhabitants of the non-Industrial World must accord with this principle.  

Positive steps are needed "to promote and sustain development and economic growth."  The institutions of the Industrial World -- among others the IMF and the World Bank -- have done too little to help.  

"Locked together in a world of limited resources and a growing array of common problems, we help or hurt one another by the economic policies we choose."  

The non-Industrial World suffers severely from adverse tariffs excluding its agricultural produce and some of its manufactured goods.

Domestic interests often conflict with what might be seen as international moral obligations.  There is a need to support those in the Industrial World, who are displaced by imports, while they find other jobs.  

"People must be enabled either to grow or buy the food they need without depending on indefinite dole; there is no substitute for long term agricultural ... development in the nations now caught in the grip of hunger and starvation."

+
The special option for the poor -- economic growth and income distribution 

The special option for the poor must gain a primary place.  Any effort to improve the material well-being of the inhabitants of the non-Industrial World must accord with this principle.  

How does the bishops' call for greater income equality affect their summons to the affluent nations to alleviate the "scandal of the shocking inequality between the rich and the poor {nations}?" 

"The conventional textbook approach is that inequality is good for incentives and good for growth."
  It would tell the bishops that if poverty is to be decreased there must be at least a period of inequality during which growth is encouraged.  Then, unless we accept inequality, growth will stagnate.

The evidence available does not support that conventional approach.  

"Although the link between inequality and growth has preoccupied economists for centuries, modern research on this connection originated in a seminal study by Simon Kuznets {1955}.  Kuznets advanced the surprising theoretical conjecture that, as a country's national income grows, its income distribution must initially become less, rather than more, egalitarian.  He also conjectured that growth brings about more equality only after the country's income surpassed some threshold level. ... empirical evidence supporting the existence of a 'Kuznets curve' turned out to be inclusive."

The Philippines growth experience compared to Korea's, previously mentioned, illustrates the empirical problem.  In the early 1960's the major macroeconomic indicators of those two nations seemed similar.  Per capita GDP, investment per capita, average saving rates were about the same.  Income distribution was different: in the Philippines the ratio of income share of the top 20% to the bottom 40% was almost twice as large as in South Korea.  In the following three decades, contrary to what the standard argument predicts, the more unequal country barely doubled its output while the other increased its output five-fold.

When we regress economic growth against income distribution we find a generally positive relation between growth and equality.  The data are noisy and there are exceptions: Venezuela and Chad have relatively egalitarian income distributions but slow growth; Brazil has grown rapidly despite substantial income inequality.

We can add other independent variables than income distribution.  Maddison, an influential student of economic growth, has ten.

Chang believes that we cannot yet discriminate among the various politico-economic models relating growth to income distribution.  "Work along these lines has yet to realize clear-cut answers."  But he also, and finally, concludes: "Empirical evidence ... displays a positive association between income equality and economic growth.  Does this observation imply that appropriate government intervention can simultaneously achieve more equality and faster growth.  The jury is still out ... "

The World Bank makes this claim: "The combination of rapid growth with no systematic changes in inequality has dramatically reduced absolute poverty in the new globalizing countries."

Any college statistics course will stress that a significant empirical relation does not imply cause; regression tells us about the associations among variables, not the direction of causality.  Since income distribution is calculated here for a period prior to economic growth, there may be a case for causality.

+
Promoting economic growth -- education and training

Another independent variable used to predict economic growth is school enrollment.  Temple outlines the difficulties in measuring the ways in which education helps but is one with the bishops in believing that it does.  

Expanding education within the society would seem to make economic growth more likely.  However, economists have wondered whether it is the spread of education through the population or the quality of education which matters for economic growth.  It is not so clear how to organize efforts to improve education.
  It is not even clear how well a society has been educated.  One of the most well-regarded investigators of education in the non-Industrial World, Paul Glewwe, wrote this.

"... the econometric problems in conventional estimates of {the variables which enhance education} ... are so daunting that it would be unwise to place much confidence in their results."

There is further the problem of "over-education" -- creating large numbers of well-educated young adults for whom there are no jobs.

Nonetheless finding an economist who does not agree that education should help is more than difficult.  The bishops also emphasize job-training and Temple does.
  

+
Promoting economic growth -- the IMF and the World Bank

Positive steps are needed "to promote and sustain development and economic growth."  The institutions of the Industrial World -- among others the IMF and the World Bank -- have done too little to help.  

"Locked together in a world of limited resources and a growing array of common problems, we help or hurt one another by the economic policies we choose."  

Both the IMF and the World Bank have come under fire in recent years -- from anti-capitalist radicals and from economists. There have recently been sharp criticisms of those institutions by others than the bishops.  Particularly, Joseph Steiglitz -- the most recent winner of the economics Nobel -- has been critical.
  Some governments are in deep financial difficulty because they have responded to local vested interests or populist pressures.  Those have been vehemently critical, perhaps out of self-interest.  

Many have noticed how profoundly corrupt some of the poorest nations are and how little of what is lent to them goes to either infrastructure or the affected poor.  Much of it, billions of dollars, is simply stolen by the despots who rule such countries.

The correct path for either the IMF or the World Bank is not clear.  It does seem to be true that we are "{l}ocked together in a world of limited resources and a growing array of common problems ... ."  The bishops' call for concern is surely wise.  The responsibility to learn more and to choose wisely lies in the public square.

+
The economic benefits of trade

The non-Industrial World suffers severely from adverse tariffs excluding its agricultural produce and some of its manufactured goods.

Domestic interests often conflict with what might be seen as international moral obligations.  There is a need to support those in the Industrial World, who are displaced by imports, while they find other jobs.  

Expressed as an attack on mercantilism -- the view that the purpose of trade was to gain gold or silver for the nation -- the economic benefits of trade were among the central concerns of Adam Smith's "Wealth of Nations."  David Ricardo's is the name associated with the more precisely explicated theory of comparative advantage:

nations with different endowments of labor, capital, and natural resources will gain by specializing in those areas where their relative costs are low and importing where their relative costs of production are high.  

That has become the standard view and the usual assumptions of neo-classical economics include:

(1) the function of trade is to re-allocate resources efficiently between domestic production and exports; and 

(2) gains from trade are a shift to a better position on the production possibilities frontier. #
Also standard is the claim that, in trading, poorer countries are likely to gain useful knowledge from the experience of the Industrial World.

None of those is the reason in the Bishops' Letter for the bishops' avid support of trade.  Relief of the poor remains their interest.  They accept increased trade as a path toward that end and their Letter spends its time on the practical, political problems met in expanding international trade.

In the wealthier nation, the better position achieved on the production possibilities curve excites few voters.  The large gains are made by the society and tend to be quite small for each person: society gains millions because each person gains ten dollars annually.  

Offsetting losses for the society are much smaller.  But they are incurred by just a few persons, for each of whom the losses may be substantial -- loss of a job being typical.  Profits decline or cease.  Managers and stockholders will be among the very few who make large contributions to political campaigns and are well-known in Congress and can lobby effectively.  To spare those close to the change from such losses, higher tariffs are an ordinary relief; society loses consequentially but few individuals lose enough to care.

Appendix 1 includes the concern of John Bates Clark, the first economist in the United States to have an international reputation, about this very problem.

"Do they {employees displaced by lower cost production elsewhere} themselves get any adequate offset for this, or does society as a whole divide the benefits in such a way that those who pay nearly the whole cost get only their minute part of the gain?"

In the poorer nation, especially when the traded product is made by firms locally controlled, the workers and their families have the same grim experience as did working-men in England in early decades of the Industrial Revolution.  The unemployed or hardly employed in rural areas take the better paying jobs in the city; dangerous or unhealthful work is among the abuses they may endure there.  For a long time in the poorer nation, the gains accrue mostly to a few; the culture of the society suffers severe strain; in worst cases the nation's physical health may decline.

The Bishops' Letter seeks greater understanding of how gains are made in trade.  Those affected in the United States are to be helped through their bad patch.  International organizations must be given the power to protect the affected poor in the non-Industrial World.  

Some economists, Libertarian, oppose that "interference," and it is true that, on both sides of the trade, practices may often be endorsed that vitiate the available gains.  Other economists agree that some protections are needed so that gains do not accumulate in too few hands for too long a period.

The bishops have the support of the latter.  (There is extensive discussion of trade in Chapter 12.)

+
Food and hunger

"People must be enabled either to grow or buy the food they need without depending on indefinite dole; there is no substitute for long term agricultural ... development in the nations now caught in the grip of hunger and starvation."

Amartya Sen, as supportive a friend as the non-Industrial World has among economists, believes:

"Famines are ... extremely easy to prevent.  It is amazing that they actually take place, because they require a severe indifference on the part of the government."

Nicholas Eberstadt, the source of the Sen quote, writes himself: 

"{M}odern famines are a quintessentially political problem. ... people starve because their rulers happen to be indifferent to their plight ... or actively contrive to bring about their death."

He lists tens of millions of famine deaths in the twentieth century which were "actively contrived."

Many economists will emphasize the existing success of the Green Revolution# program which has already helped so many poor nations not only to provide food for themselves but to export it.  The magnitude of the error by those predicting world-wide famine in the 1970's is not to be forgotten but often is.  Paul Ehrlich's "Population Bomb," begins with these sentences.

"The battle to feed humanity is over.  In the 1970's the world will undergo famines -- hundreds of millions of people are going to starve to death in spite of any crash programs embarked upon now."

At least so far, population growth has not been the problem.  In fact, of course, starting "in the 1970's ... hundreds of millions in Asia" began to be much more well-nourished than they had been.  But the advantages of "long term agricultural development" will draw small opposition.

The bishops' call for help in eliminating hunger is less nuanced than would satisfy most economists.  When the public in the Industrial World sees the swollen bellies of starving children in some destitute nation, they broadly support relief.  There is little popular recognition of how harmful that may be in the long-run to the society being temporarily relieved.  Providing cheap food to a population does economic damage to its farmers and must be an extreme and rare assist.  (Farmers in the non-Industrial World are already disadvantaged by the subsidies wealthy nations provide to their own farmers.)

++
The Bishops' Letter does not ignore the responsibility of the non-Industrial World to help itself

The non-Industrial World is not blameless with respect to these failures.  Positive steps are needed there "to promote and sustain development and economic growth -- streamline bureaucracies, account for funds, plan reasonable programs, and take further steps toward empowering their people." [P288]

In too many nations of the non-Industrial World, the leader of the government may be expropriating for his private use millions of aid dollars from the IMF or World Bank, may be jailing his political opponents during elections and expelling European monitors of them, may be making war on ethnic minorities in his nation who oppose him and starving their children.  Dependably no activists who so harass meetings of the IMF or World Bank will be making any commotion about such criminal behavior.  

The niggardliness of aid from the United States is not be excused.  However, it is indeed difficult for outsiders to "streamline bureaucracies, account for funds, plan reasonable programs, and take further steps toward empowering the people" in a non-Industrial World nation.  Few economists would deny that is a principal problem.  Many will applaud the bishops for trying to attract more attention to that aspect of economic growth.

++
Conclusion

The bishops ask: "How can our nation's economic power in the world be used to build a more just global economy?"  What policies would respond affirmatively to the spirit of the Bishops' Letter with regard to the non-Industrial World and not clash with reasonable economic judgements?

A list of their proposals for which economic justifications may be offered and which economists could support would include at least these.

1)
Their special option for the poor would make income distribution less unequal and probably would not, as is often attested, impede economic growth.

2)
Their emphasis on education and training is well-justified although, in the United States as well as in the non-Industrial World, the means to implement that are in dispute.

3)
As the bishops suggest the non-Industrial World does suffer severely from adverse tariffs excluding its agricultural produce and some of its manufactured goods. 

4)
"People must be enabled either to grow or buy the food they need without depending on indefinite dole; there is no substitute for long term agricultural ... development in the nations now caught in the grip of hunger and starvation." 

That bears on the bishops' relentless support for the sacredness of human life and their opposition to population control.  

The principal opposition to the Bishops' Letter by institutional economists will be against their concern for the "traditional cultures ... increasingly susceptible to the aggressive cultural penetration of Northern ... advertising and media programming."  [P253] [p92]

Institutional economists will not want to defend "advertising and media programming" but will believe that the traditional culture may be the principal enemy of those living in the non-Industrial World.  Further they would suggest that the worst of the despots absconding with so large a portion of aid to their own nations depend heavily on their appeal to traditional culture to disguise their depredations.

++
Questions for Chapter 11

1) Do you agree that the bishops' suggestions in their Letter discuss political problems more often than economic ones?  Justify your answer.

2) What is the principal reason that have other theories of economic growth than the neo-classical gained support?

3) In the Solow formula for economic growth, At is exogenous.  What does that mean? 

"make At endogenous"  What does that mean? 

What are "economies of scale?"

4) What do we learn about the Philippines and Korea?  What is the Philippines/Korea story as Aghion tells it?  

5) Does economic growth require a skewed income distribution?

6) What do regressions tell us about the "causes of the wealth of nations?"  What is Solow's objection to regression?

7) Why does Temple have so much trouble in measuring the impact of education on economic growth?  Why does everyone remain so confident that education is the answer?

8) Some believe our present problem with terrorists arises in what the Bishops' Letter calls "a growing array of common problems."  Do you?  What are the "common problems?"

13) Pope Paul VI believed that the "continued greed {of} the rich will certainly call down on them ... the wrath of the poor?"  ("On the Development of Peoples" [P49])  Was the destruction of the World Trade Towers the "wrath of the poor?"  Why or why not do you think so?

14) Is it the case that the non-Industrial World suffers from exclusion, from the Industrial World by tariffs, of its manufactured products?  Were the recent tariffs on steel -- an exception or the rule?  Why might agricultural products especially those competing with the United States' farmers, sugar for example, be a better case?

15) Read [P288] from the Bishops' Letter.  Why does the criminal behavior of tyrants in the non-Industrial World not attract any attention from activists?  Are the bishops likely to be effective in their call?

Part 5  Catholic Social Thought in the Public Square

Part Five considers proposals in "Economic Justice for All" which might implement the bishops' "preferential option for the poor" without decreasing the productivity of our society.

Chapter 10 considered domestic proposals; Chapter 11 considered economic growth in the non-Industrial World and moral obligations the 

United States might be thought to have for the people of the non-Industrial World.  

This chapter discusses "globalization" which affects the nations of both the Industrial World and the non-Industrial World.

Chapter 12  Globalization

++
What is globalization?

Globalization is the removal of trade barriers among nations, making the entire world a single market-place.  Although theoretically it could be so defined, globalization does not envision the elimination of national borders.

"Globalization" is controversial in the academic and political arena.  It has supporters and skeptics; some of the latter are so numerous and so radical that they have made rational discussion difficult.  Meanwhile the market-place pursues globalization not as a controversy but as a way to make money.  Globalization by the market-place will remain a powerful force for some time; justice will not be among its aims.  

Many claim that globalization is not a new phenomenon.  During the late nineteenth century labor and capital moved among nations at about the same rate, as a percentage of GDP, as they do in our twenty-first century.  The nineteenth century provided changes in technology probably with larger impact on ordinary households than our own changes, transportation and textile manufacturing only two examples.  

Nonetheless, globalization is different now as is so much else: the world is much smaller; technology has a different impact.  To a considerable extent only the well-educated are useful in the technological Modern World; repairing a locomotive, an ordinary task in the nineteenth century, took less educated-skill than fixing software, an ordinary task in the twenty-first.

There are at least three ways in which globalization now is different.

Accelerated dynamism

The world is much more in touch with itself than it was in the nineteenth century.  Transportation had then improved, but there were no airplanes.  Communications were vastly better, but there was no radio much less television.

Revolution of expectations

There has been a great increase in relative poverty only because relative poverty is a perceived inequality and there is much more to perceive; non-Industrial World villagers now see Hollywood films and TV series.

Higher entry costs

Especially at the societal level, entry into the Modern World has a higher cost than it did in the nineteenth century.  Ordinary households must accept a whole new way of life -- as they did in the early stages of the Industrial Revolution.  But, in this century, they must also accept, from a foreign source, "habits of the heart" disparate from their parents' and from their traditions.
  

And no one will claim, as some have for the nineteenth century, that the financial investments needed are small.

Although the Bishops' Letter may never have used the word, its Chapters III and IV address issues now identified as globalization.

++
Globalization and the Bishops' Letter

The Bishops' Letter outlines a "moral vision as a guide to all who seek to be faithful to the Gospel in their daily economic decisions and as a challenge to transform the economic arrangements that shape our lives and our world. ... Christians ... must be concerned about how the concrete outcomes of their economic activity serve human dignity; they must assess the extent to which the structures and practices of the economy support or undermine their moral vision."

The Bishops' Letter, written in 1986, makes no mention of globalization not a word much used then.  However, its discussion of the last of its four selected economic issues -- "Developing Nations" considers many of the problems globalization raises.  Those are -- both in the non-Industrial World and the Industrial World -- explosive, emotional issues.  

Traditional societies find their way of life challenged fundamentally: the young leave for already over-crowded cities and the full range of "modern" temptations; money becomes a common medium of exchange where it has been unusual; the gap expands between the rural and urban populations; education is a first entry to the "new world" and an oversupply of over-schooled unemployables may result.  The latter -- easily radicalized as the young invariably are -- can, and have, stirred a considerable storm in several societies.  

For large numbers of Industrial World households the Modern World has never been a hospitable place.  It does not provide meaning.  However efficacious, instrumental rationality is hated by many -- by some because it is incomprehensible, by others because it is "boring."  

Among the former, even good medical practice is rejected; measles inoculations are avoided and chiropractors are consulted.

The latter abominate the boring way the Industrial World's largesse is provided and believe there is some better way to provide it.  It is now difficult to have meetings intended to address the problems of globalization because there are so many radicals in the streets who know the answer and do not want to consider either the questions or the evidence.

In several places the Bishops' Letter offers suggestions for both the Industrial World and the non-Industrial World so that the benefits of globalization can continue with lesser adverse consequences for compassion and meaningful lives.  

However, the market-place by definition is competitive; that is a central strength.  The market-place eliminates losers as a democratic government usually cannot.  For the losers, assuming the competition was fair, justice is no solution; there must be charity.  Catholic Social Thought and the Bishops' Letter are concerned not only with justice but also with Christian charity.  (Christianity also bestows meaning.)

++
Globalization -- a short history 

+
The first wave of globalization -- 1870 to World War I 

Not much of the technology needed to support globalization existed before 1870.  As just one example, transportation had to be cheap enough so that goods could be shipped for long distances and be less expensive in a faraway market-place than were local manufactures.  

The first wave of globalization lasted from 1870 until World War I.  Steamships and the lower trade barriers resulting from the Anglo-French agreements made it possible.  Railroads provided large opportunities for exports of land-intensive commodities.  Those were exchanged for imports of manufactured goods.  Exports as a portion of world income doubled to 8%.

Sixty million people migrated from Europe to North America during this period to work on newly developed land.  Incomes were higher in North America because labor was scarcer and the exodus of labor from Europe increased wages there.  (There may have been equivalent labor-flows in the rest of the world, from densely populated places like India and China to places like Vietnam and Thailand.)

There are claims that the out migration from Ireland increased wages there by a third, from Italy by 28%.  However, wages in the United States fell by 8%.
  Income to land-owners changed more than wages did: the spectacular collapse of the English landed aristocracy between 1880 and 1914 is one example.  Where land ownership was concentrated in developing countries, as in Latin America, income inequality increased.

The increase in trade required large amounts of capital as well as labor.  During this period about half of English savings were sent abroad.  By 1914 the value of its foreign capital stock was about a third of the income of the non-Industrial World.  In 1870 it had been about 10%.

That first wave of globalization coincided with the first major improvements in social welfare -- free education, some worker insurance, the first pensions.  The difference in material well-being that we recognize between the Industrial World and the non-Industrial World increased substantially.  

++
Globalization -- a short history (cont.)

+
The retreat to nationalism -- World War I to World War II 

Although the cost of sea transport fell by another third, trade declined between the two wars.  The Great Depression lasted for most of the thirties.  Many believe the United States led the way into the abyss with the Smoot-Hawley Tariff in 1927.  In the United States imports fell by 30%, exports by 40%.  World-wide trade was driven back to where it had been in 1870, about 5% of world income.

The same domestic political forces which promoted the Smoot-Howley Tariff imposed drastic restrictions on immigration which was cut to about half what it had been before World War I.  

Maddison writes: 

"Between 1913 and 1950 the world economy grew much more slowly than between 1870 and 1913, world trade grew much less than world income, and the degree of inequality between regions increased substantially."
  

Despite the decline in world income, world health improved and life expectancy increased during this period as a result of improved medical technology.

++
Globalization -- a short history (cont.)

+
The second wave of globalization -- 1945 to 1980

Nationalism will always be a popular political cause.  But its disadvantages were so evident during World War II that support for internationalism grew sufficiently to allow the Bretton-Woods agreement on monetary policy, the reduction of trade barriers, and the birth of the United Nations.  Further-more increases in the productivity of transportation continued; between 1950 and the late 1970's, the cost of sea trade fell by another third.

Trade liberalization was selective.  Barriers were substan-tially reduced for manufactured products traded among the nations of the Industrial World.  For the nations of the non-Industrial World the principal relief afforded was for agricultural commodities which did not compete with products from the farmers of the Industrial World.  Subsidies of agricultural products for domestic farmers within the Industrial World remained a substantial disadvantage for farmers in the non-Industrial World.
  Within the non-Industrial World trade barriers against goods competing with domestic products were high.

Although trade doubled as a percent of world income thereby returning to its pre-World War I level, there were several differences between the first wave of globalization and this second wave.

1)
The pattern of trade, exchanging manufactured goods from the Industrial World for primary commodities from the non-Industrial World, was restored but the movement of labor and capital was not.

2)
International specialization in manufacturing became important within the Industrial World increasing incomes there and increasing the chasm of material well-being between it and the non-Industrial World.

3)
Within the Industrial World, differences in income distribution among nations decreased.  

++
Globalization -- a short history (cont.)

+
Recent successes -- globalization since 1980

Four features distinguish the current, third wave of globalization.

1)
A large group of nations from the non-Industrial World broke into global markets, for manufacturing not just primary commodities.

2)
A second, larger, group of non-Industrial World nations became even more marginalized.

3)
The migration of both labor and capital increased significantly.

4)
The cost of sea trade has been so reduced that coastal regions have considerable economic advantages over mid-continental ones.  For example, it is cheaper to ship iron ore from Australia to Japan than for the much shorter distance across the Great Lakes to Illinois.

That change will be a large problem for nations like India and China increasing domestic migration to their coasts.

++
Why is Globalization so unpopular?

The economic advantages of globalization are substantial.

EFFECTS OF globalization

(non-Industrial World only)
Characteristic


"Globalized nations"

"Unglobalized nations"





      (24 nations)


       (49 nations)

1997 population (billions)
             2.9


             1.1

1980 per capita GDP 


$1488



$1947

1997 per capita GDP 


$2485



$2133

1980 Years of school


  2.4



  2.5

1997 Years of school


  3.8



  3.1

The globalizers have increased their per capita GDP by two-thirds, non-globalizers by less than 10%.  Despite that large advantage, globalization is politically unpopular everywhere.  Why?

Two characteristics of globalization account for much of its unpopularity: 

first, losers are fewer than winners but lose heavily and have political "clout;" individual "winnings" are usually small and of small political interest; this is much of the globalization problem in the Industrial World;

second, globalization is a radical challenge to the "habits of the heart" of non-Industrial World societies; this is much of the globalization problem in the non-Industrial World.

Chapter 11 described the economic advantages of and the vested resistance to tariff reductions.  Tariffs are imposed because they are politically attractive; that is a first reason why globalization, which seeks lower tariffs, is unpopular.  

Within the non-Industrial World a major reason for the unpopularity of globalization is its impact on traditional "habits of the heart."  Telling time is a simple example.  Non-Industrial World villagers do not have clocks nor any need for them.  Being "on-time" is meaningless.  Their clothing is the same clothing their grandparents had.  Fashion, so large a part of urban life, in unknown to villagers.  Further, fate is central to non-Industrial World societies, hustle therefore irrational.  Fate is antithetical to the mentality of the Industrial World; hustle is central.  

Those factors could be less significant in making globalization so unpopular than the pervasive xenophobia of humankind: we are all so sure that the "other" is barbarian.  The chasm of material well-being between the Industrial World and the non-Industrial World may be no larger than their dissimilarity in "habits of the heart."  The suicidal killer from Islam so despised in the United States is a hero in Saudi Arabia.  
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Against all that politically powerful resistance, globalization has the support of the market-place and is a relentless force for change.  The textile industry in the United States moved from New England to the South seeking lower labor costs.  Not much later that manufacturing moved to Asia where costs were lower still.
  The Bishops' Letter addresses such migrations which have so wrenching an effect on local communities.

++
Another view of globalization 

It is not the case that all the opposition to globalization is irrational or self-seeking.  Distinguished economists believe that, to the extent that globalization is managed by the IMF or World Bank, it is managed badly.  Joseph Stiglitz, a recent Nobelist, is one example.  He believes that both institutions and principal actors in the Clinton administration -- Robert Rubin and Lawrence Summers -- place too much faith in the market in order to transform destitute societies.  Stiglitz also believes that, while the ordinary households in poor societies are left to the vagaries of the market-place, Wall Street is protected.

The IMF and World Bank require that harsh economic conditions be accepted, Stiglitz continues, before needy nations are offered aid.  Wrenching reforms were demanded of working-men in Russia, Eastern Europe, Latin America, and Asia.  The Industrial World's bond holders were protected.

Stiglitz makes the case that the IMF and World Bank are fighting the "last war" -- inflation; the enemy now in the non-Industrial World is recession.  Tight fiscal policies and high interest rates are not the medicine for recessions.

Stiglitz provides case studies in support: one is the failure of Russia, aided by the IMF, against the success of China, not aided.  There are more.

++
The bishops' hopes

"We ask you to become more informed and active citizens, using your voices and your votes to speak for the voiceless, to defend the poor and the vulnerable, and to advance the common good."

"This letter is a personal invitation to Catholics to use the resources of our faith, the strength of our economy, ... to shape a society that better protects the dignity and basic rights of our sisters and brothers both in this land and around the world."


"How can our nation's economic power in the world be used to build a more just global economy?"


+
Some of the proposals in the Bishops' Letter oppose standard economic assumptions

The Bishops' Letter is by no means confined to proposals for which an economic justification can be found.  In places the Letter comes close to approving the medieval "just price." #  The Letter laments that the prices of the commodities the non-Industrial World sells are determined by the Industrial World; farmers in the United States have a similar lament.  The standard view of economists would stress supply and demand but would agree that subsidies have an adverse effect on prices. 

The Letter regrets that "traditional cultures are increasingly susceptible to the aggressive cultural penetration of Northern ..."  The reference here may be principally to the often perverse "advertising and media programming" from the Industrial World.  However, the view of many economists that "traditional culture{s}" are the most implacable foe of progress in non-Industrial World societies receives no attention from the bishops.

There are also proposals which call for Christian charity rather than justice.  Nonetheless important parts of the Letter might be supported by the instrumentally rational.

+
Instrumental rationality and the Bishops' Letter 

The bishops are aware "that there is a tension between setting goals for coherent policies and actually arriving at them by democratic means."  They hope to increase the commitment to the common good and, thereby, to increase our political ability to achieve such goals.  The Bishops' Letter calls for a renewal of the dialogue between the Industrial World and the non-Industrial World with the aim of "reorganizing international economic relations to establish greater equity."  

Surely those are rational suggestions, however difficult they may be to achieve.

The bishops recognize that domestic interests often conflict with what might be seen as international moral obligations.  Their Letter notices the need to support those in the Industrial World, who are displaced by imports, while they find other jobs.  

The domestic problems which are so large a part of globali-zation may be the most amenable to consideration by citizens of the United States.  The bishops suggest that wise management of those difficulties is not beyond those working with good intentions.

++
Still another view

The viewpoint represented in the Bishops' Letter has been challenged of course, by others than Joseph Stiglitz.  Reinhold Niebuhr, for one, would have had no part of expecting societies to behave morally; nations must act in their own best interests.  Persons in an Industrial World nation might decide to help the non-Industrial World in just the way that the Bishops' Letter suggests; they would be seeing that as in their own nation's best interest.  Niebuhr would deny that moral behavior among nations is to be expected.

The Bishops' Letter [P256] is concerned about corporate profits conflicting with the "common good."  Another view would expect corporations to be managed by sinners who might well take improper advantage of employees and customers.  That view would notice, contrary to the Bishops' Letter, that -- in our sinful world -- nothing has been suggested that works so well as those corporations do to increase the material well-being of a society.  The pursuit of corporate profits may have done more in history to reduce poverty than Christians have.

Chapter 11 has already noted that the approach in the Bishops' Letter to world hunger has been disputed by observers who have similar credentials to the bishops: they clearly put first the concerns of the hungry rather than their own.  Amartya Sen is one example.  Dr. Sen was quoted: 

"Famines are ... extremely easy to prevent.  It is amazing that they actually take place, because they require a severe indifference on the part of the government."

Dr. Sen would have us believe that the primary responsibility for hunger in the non-Industrial World lies with the corrupt governments of the hungry nations.

The largest aid to non-Industrial World agriculture in the post World War II period is clearly the Green Revolution.  That effort, financed first by the Rockefeller Foundation, has lifted whole nations dramatically out of hunger and made them food exporters.  Thailand and the Philippines, once unable to grow rice to feed their population, have been exporting rice for more than a decade.  The Green Revolution is a technological rather than a political effort, offering to farmers in the non-Industrial World considerably more effective farming practices.  It goes unmentioned in the Bishops' Letter.  (It also often goes unmentioned among economists.)

Given agreement that a Christian does have the obligation to care for the dignity of her sisters and brothers in the non-Industrial World, the student is left to decide for herself which suggestions for care of the "Third World" in the Bishops' Letter are likely to help.  The initial Christian obligation is to become able to make informed choices.

The bishops would agree that their intent is to provide a "preferential option for the poor" and would be eager to accept suggestions other than their own if those other suggestions were likely to be more effective.

++
Questions for Chapter 12

1) Define globalization.

2) How is globalization the same now as it was at the end of the nineteenth century?

3) What is the medieval "just price?"  How does the Bishops' Letter come close to proposing it?

4) How does this text account for the unpopularity of globalization?  How would you account for it?

{For questions 5 and 6}

The bishops are aware "that there is a tension between setting goals for coherent policies and actually arriving at them by democratic means."  

5) Describe that "tension."

6) Why do they expect an increased "commitment to the common good" to help?.  

7) The Bishops' Letter calls for a renewal of the dialogue between the Industrial World and the non-Industrial World with the aim of "reorganizing international economic relations to establish greater equity."  

Why do you favor such a reorganization? or why do you not?

Part 6  Conclusion

Chapter 13  A Recapitulation -- What is Catholic Social Thought?

Catholic Social Thought considers moral problems outside the scope of this text.  Among its primary interests are peace among nations and increased respect for the sacredness of human life.  A concomitant of the latter is opposition to the death penalty.  Only the economic issues in Catholic Social Thought are the concern of this text.  Those issues grow out of the emphasis in the social encyclicals on human dignity and their continuing stress on the "preferential option for the poor."

Beginning with Rerum Novarum in 1891, the popes have published a series of encyclicals principally concerned with economic justice.  After a lapse of 40 years, Quadragesimo Anno was published in 1931.  Then, more frequently after Vatican II, came -- 

"Christianity and Social Progress" (Mater et Magister) in 1961 by Pope John XXIII,

"Call to Action" (Octogesima Adveniens) in 1971 by Pope Paul VI,

"On Human Work" (Laborem Exercens) in 1981 by Pope John XXIII,

"One Hundredth Year" (Centesimus Annus) published in 1991 at the one hundredth anniversary of Rerum Novarum.  

Other social encyclicals were published in "off-years" -- 

"The Church in the Modern World" (Gaudium et Spes) published in 1965 at Vatican II,

"The Development of Peoples" (Populorum Progressio), published in 1967 by Pope PaulVI,

"The Social Concerns of the Church" (Sollicitudo Rei Socialis), published in 1988 by Pope John Paul II.

In his Call to Action {1971} Pope Paul VI recognized that different societies had different problems and that the response to them must be different.  He urged bishops to particularize the social encyclicals for their own societies.  One response to that by the American bishops was a Letter devoted to peace.  A second response, relevant to the concerns of this text, was "Economic Justice for All," a pastoral letter applying principles urged in the social encyclicals to economic conditions in the United States.

In describing the implications of Catholic Social Thought for political policy in the United States, this text has used "Economic Justice for All" as a summary of the social encyclicals and of Catholic Social Thought.  A course using this text might have course objectives like these, presented as a list of what a successful student would be able to do.

Quickly locate the principles of Catholic Social Thought presented in the Bishops' Letter "Economic Justice for All." 

Effectively convey the social and political importance of the vast chasm of material well-being that separates the Industrial World from societies of the non-Industrial World.

List four institutionsv that have been proposed as major contributors to that chasm.

Present the argument that Christianity's emphasis on prudent stewardardship and personal responsibility are among the most important of those institutions.

Present your own summary of the viewpoints about justice of several philosophers whose positions have found considerable assent among the public.

Present your own summary of the viewpoints about justice by economists that have found assent in the profession.

Exhibit a knowledgeable understanding of the Bishops' Letter "Economic Justice for All" and its relation to the encyclicals.

For some set of major economic problems -- for example, income distribution, economic growth, and globalization -- present the stance proposed by the Bishops' Letter that might lead to greater economic justice.

In that presentation identify the support for proposed solutions that can be found in mainstream empirical economics.

The remainder of this chapter uses that list of objectives to summarize the text.

++
The principles of Catholic Social Thought

As a summary of the principles of Catholic Social Thought in the social encyclicals the Bishops' Letter begins with a "Catholic Framework for Economic Life."  Pope John Paul II proposed -- in 1991 -- that the Catholic tradition called for "a society of work, enterprise, and participation ... {that} is not directed against the market but demands that the market be appropriately controlled by the forces of society and by the state to ensure that the basic needs of the whole society are satisfied."
  There must be a clear priority for the least among us.

The bishops of the United States thought that their 1986 letter was sufficiently in that mode so that they re-issued it in 1996 with few changes.  In the 1996 Letter an introductory "Framework" offered ten principles.

1)
The economy exists for the person, not vice versa.

2)
Economic choices and institutions must be judged by how they protect human life and dignity, support the family, and serve the common good.

3)
A fundamental moral measure of any economy is how the poor and vulnerable are faring.

4)
All people have a right to life and to secure the basic necessities of life.

5)
All people have a right to economic initiative, to productive work with just wages and benefits and with decent working conditions, and the right to organize and join unions.

6)
To the extent they are able, all people have a responsibility to provide for the needs of their families and to contribute to the broader society.

7)
Free markets have clear advantages and limits; government has essential responsibilities and limitations.  Voluntary groups have irreplaceable roles but cannot substitute for the proper working of the market and the government.

8)
Society has a moral obligation, including governmental action when necessary, to provide economic opportunity for all and to pursue economic justice.

9)
We are all moral agents in economic life.  By our choices, initiative, creativity, and investment, we enhance or diminish economic opportunity, community life, and economic justice.

10) The global economy has the same moral dimensions.  Economic decisions on trade, investment, and development should protect human life and human rights -- especially for those most in need.

++
A vast chasm of material well-being separates the Industrial World far from societies of the non-Industrial World

Paved streets, eye glasses, sewers, hospitals, underwear, and lighted evenings are all unusual for inhabitants of the non-Industrial World.  Major appliances are in wider use in the Industrial World than are window screens in many societies like Cambodia, where parents cannot even afford mosquito netting.  The death of a child is a heart-wrenching disaster in either World, but rare in one and common in the other.  

The non-Industrial World is taken to be those 117 nations with a per capita GDP of less than about $5000 annually, some 4.5 billion people.  In the 23 nations of the Industrial World -- 900 million people -- the per capita GDP is more than $16,880, averaging, in the 23 nations, $27,450.

Especially since Pope Paul VI's "The Development of Peoples" in 1967, the social encyclicals have emphasized the importance of what they term the "scandal of the shocking inequality between the rich and the poor {nations}."
  This text has the same emphasis.

++
Institutions proposed as contributing to that chasm

There is an increasing acceptance among economists, although it may remain a minority view, that what Adam Smith called "inferior institutions" are the principal obstacle to economic growth in the non-Industrial World.  Timekeeping, literacy, and sanitation are examples of important institutions valued much more highly in the Industrial World than outside it.

Chapter 4 and its appendices -- 3 and 4 -- offer lists of institutions proposed as important to economic growth.  

++
Prudent stewardardship and personal responsibility are among the most important of those institutions

An ordinary suggestion among institutional economists is that Christianity has been a leading contributor to the material success of the Industrial World.  Several Asian nations which are now part of the Industrial World have never been Christian, but they have adopted institutions once unique to Christianity.

Attention is usually called to our very human predilection to resist change and to avoid personal responsibility.  Those predilections are reinforced in the societies of the non-Industrial World by myths like that about Prometheus: Prometheus is punished for eternity for stealing fire from the domain of the gods and allowing men to use it.  The Tree of Knowledge in the Garden of Eden is another example. 

Bernard Lewis explains bid'a in Islam.  

"In the Muslim tradition ... "bid'a" innovation or novelty, denotes a departure from the sacred ... practice communicated to mankind by the Prophet, his disciples ... A particularly objectionable kind of bid'a is that which takes the from of imitating the infidel.  According to the Prophet 'whoever imitates a people becomes one of them.'  ... This dictum and the doctrine which expresses it were frequently invoked by Muslim religious authorities to oppose and denounce anything they saw as an imitation of Europe ... and was frequently used by them to block such Westernizing innovations as technology, printing, and even European style medicine."

The contrasting myth in the Judaeo-Christian tradition is that of responsible stewardship.  Lynn White writes:

"Especially in its Western form Christianity is the most anthropocentric religion the world has seen ... in absolute contrast to ... paganism and Asia's religions, Christianity ... {separated man from nature and made it a duty of man to use nature}."

Other religions than Christianity celebrate harmony with nature rather than suggesting that mankind struggle to "use nature" to improve the material condition of society.

The belief in Fate, ordinary throughout the non-Industrial World, is a companion tenet vitiating economic growth.  The ordinary Christian understanding makes each of us responsible for our own "fate."

Important to those differences in the cultural mind-set is the lack of dichotomy.  The Tree of Knowledge and the Tower of Babel in the Hebrew Scriptures represent the same viewpoint as do Prometheus and the myth of Daedulus and Icarus.  And the Christian world has always accepted substantial limits on personal responsibility.  The "habits of the heart" accepted in the Industrial World are not completely disparate from those in the non-Industrial World.  History is much more complex than that.  Minorities in each World believe as if they belong in the other.  It is the difference in the dominant beliefs in each World that is suggested as the cause of vast chasm of material well-being that separates the Industrial World from the non-Industrial World.

++
Philosophical theories of justice

Justice has many definitions, not easily reconciled.  In competing theories of justice, it is often the definition of justice that is responsible for much of the disagreement.  There is no single way of defining justice and no single theory of justice satisfies everyone.

Some of our notions of justice derive from Greek philosophers teaching centuries before Christ.  However, the Greek belief that men are from different, unequal classes with different rights limits the utilization of Greek philosophy today in our culture so committed to: "All men are created equal ... "

Utilitarianism, a nineteenth century theory of justice, retains some adherents.  Its influence is constrained by its failure to reconcile individual rights with the common good.  

John Rawls, whose "Theory of Justice" has been so influential, mitigates the weaknesses of utilitarianism with his requirement that no person's rights be diminished by proposals for the common good.  His "veil of ignorance" asks those who seek to describe justice to hold high their own obligation to be disinterested.

Robert Nozick wrote "Anarchy, State, and Utopia" as a response to Rawls.  He did not present his book as a theory of justice but does aver that it is no more just to give to the poor man than to the rich one.  Nozick celebrates the merits of the minimal state.  What has come to be called "conservative" in our political discourse is hardly that since it is so opposed to fiscal prudence by government for one thing and to the conservation of resources for another.  What the public is presently terming "conservative" is, more accurately, Libertarian.  

Nozick has been more successful in gaining followers than has Rawls.  In large sections at least of the South and non-coastal West Libertarianism is the popular political stance.  

Reinhold Niebuhr might be the dominant, twentieth century Protestant voice for economic justice.  In contrast to the social encyclicals and the Bishops' Letter, Niebuhr has a smaller expectation of human harmony and a larger sense of the influence of sin.  Despite that difference, which is substantial, his proposals often parallel the suggestions in the Bishops' Letter.

++
Theories of justice supported by economists

"Taking Ethics Seriously: Economics and Contemporary Moral Philosophy" by Daniel M. Hausman and Michael S. McPherson was offered in Chapter Six as an appropriate summary of the way many economists feel about justice.  Hausman and McPherson provide four categories of viewpoint by economists about justice:

1) those that focus on efficiency, 

2) contractarian theses, 

3) libertarian theories, 

4) utilitarian or consequentialist theories.  

In "Deontology, Consequentialism, and Rationality" Roger A. McCain proposes "linguistic rationality" as a substitute for the neo-classical "rational maximization."  McCain distinguishes deontology from consequentialism.

Deontology describes actions according to a set of rules.  Christianity is deontological; so is Immanuel Kant.

Consequentialism suggests that actions should be chosen based on their consequences.  Applied to rationality -- for example, to economic rationality -- consequentialism is prudent.  

In deontology the "goodness" of an action is a function of its purposes not its consequences.  Those purposes might be imprudent; for many, some of the Christian Testament is imprudent.  However Christian and charismatic, St. Francis of Assisi and Dorothy Day were both imprudent.

++
The Bishops' Letter "Economic Justice for All" and its relation to the encyclicals

In "Catholic Social Teaching" Peter Henriot et al present "fourteen major lessons" of the social encyclicals.

Continually repeated is the demand for (2) the importance of human dignity and of (4) the preferential option for the poor.  A successful society (1) recognizes the link of the religious dimensions of life to it social dimensions.  (3) There are economic as well as political rights.  

(5) The thirst for justice arises in love.
  (6) Individual rights should always be experienced within the context of the common good.  

The social encyclicals (7) emphasize "subsidiarity": responsibilities and should be determined as closely as possible at the level of local communities and institutions.  In a closely allied "lesson" (8) democratic participation in decision-making is seen as the best way to respect the dignity and liberty of the people.

(9) The economy is for the people and the resources of the earth are to be shared as equitably as possible by all.  (10) We are co-creators of the earth and responsible for its development.

(11) The rich nations have a responsibility for the poor ones and the structures of the international order must reflect justice.  We are all members of the same humankind.  

(13) Work is one way we share in the activity of God; our work must recognize human dignity.  

(14) Finally, liberation from oppressive political and economic structures is an important part of the Church's mission.

All of those "lessons" are acclaimed in the Bishops' Letter "Economic Justice for All." 

+
The proposals in the Bishops' Letter
There are a considerable number of suggestions in the Bishops' Letter for policies -- political and other -- different from those the United States is presently pursuing.  Some of them are made out of a concern for Christian charity.  Others are believed, by the bishops, to be instrumentally rational.  This section of the Chapter lists most of the proposals.  The section following re-lists several of their proposals for which an economic justification can be found.

Before proceeding to the list, we do well to recollect the purpose of the Bishops' Letter.  Two paragraphs are relevant.  The second explicitly rejects instrumental rationality as a criterion for its suggestions, substituting "moral principles."

"We may differ on specifics and priorities, but let us come together ... to work for a society and economy to offer more justice and opportunity, especially for the poor. ... Every Christian is called ... 'to bring good news to the poor, new sight to the blind, liberty to captives, and to set the downtrodden free.'  That was the call of our pastoral letter ten years ago and is still our task today."

"The pastoral letter is not a blueprint for the American economy.  It does not embrace any particular theory of how the economy works ... ."  Instead it presents ... basic moral principles.

As a last introduction to the list, the present Bishops' Letter {1996} is a re-release of their initial Letter {1986}.  In the second release no effort was made to modify descriptions of the "previous decade."  Since the "previous decade" for the first release was the Reagan administration and for the second the Clinton administration, there are several substantial differences which make statements in the second release incorrect.
  Proposals that are simply not relevant in the 1996 economic situation are excluded from the following list.

+
The Bishops' Letter is anti-Libertarian

The general stance of the Bishops' Letter is to oppose the "minimal state" as an ideal social organization.

The bishops seek a deeper commitment to full employment and a recognition that the problem is a difficult one and needs more attention.  They favor governmental intervention on both the fiscal and monetary side, an expansion of job-training, and direct job creation for the long term unemployed and those with special problems.  They favor increased spending on infrastructure, housing, and parks.  Many services, for working-mothers an example, need help.

The bishops want us to recognize that there have been successes in reducing poverty.  We have been successful in the past.  President Johnson's War on Poverty is much ridiculed now.  However, as the Bishops' Letter reminds us, the poverty rate was 26.5% in 1960, before President Johnson, and 13.0% in 1980, before President Reagan.

The bishops further contend that wise stewardship of our resources benefits the whole society; the costs of that stewardship should be shared.

Tax reform can benefit the poor more than it does.

Education may be the best way to help the poor. The Bishops strongly support the public schools.  (Although the theoretical description of Libertarianism's minimal state would exclude education as a governmental activity, it is the case that many of our most well-known Libertarians -- Milton Friedman an example -- support expenditures for public education.)

+
The Bishops' Letter occasionally supports interference with the free-market

The Letter does recognize the importance of the market: "Perhaps nothing helps so much as a healthy economy."  They do make market-oriented suggestions.  In discussing the farming problem the bishops deplore the subsidies that go disproportionately to large farmers and the artificial subsidy of tax losses provided to non-farmers.  But the Letter often does make "anti-market" suggestions.  For example, the bishops regret the wide use of overtime and of part-time workers.  

It is especially in agriculture the bishops seek non-market solutions.  In the conflict between those who see farmers as businessmen who should fail or succeed as other businesses do and those who see farmers as the remaining support for an important constituent of United States society, the bishops are firmly in the latter camp.  They celebrate the contribution made to our society by farming -- distributed ownership, social diversity, democratization of decision-making.  They remind us that small-town businesses, not just farmers, are impacted.

The bishops suggest that the economic viability of moderate- sized farms operated by full-time farmers and the opportunity to engage in farming should be protected.  They contend that medium-sized farms can achieve most of the efficiency of the largest farms; research should be re-directed to technology to help medium-sized farms.  It is not necessary that every farmer be in competition with every other farmer.  

Outside agriculture, the bishops make other non-market proposals.  They recommend new forms of participation between labor and management.  The bishops recognize how difficult it will be to construct those: "in U.S. law the primary responsibility of the managers is ... {to serve} the interest of a profitable return to investors."  Nonetheless, facing bankruptcy or other extreme challenges, labor and management often arrange to cooperate.

+
The Bishops' Letter seeks a lower level of defense spending and the reduction of weapons aid as a part of foreign aid

At several places in their Letter the bishops repeat their concern at the size of our expenditures on defense and they write: 

"Rather than prompting U.S. arms sales, especially to countries that cannot afford them, we should be campaigning for an international agreement to reduce this lethal trade."  (emphasis in the original)

+
The Bishops' Letter, while recognizing the need for more responsibility among the poor, supports generous welfare programs.

Imaginative ways to encourage self-help are a major need in welfare programs.

Welfare reform is needed: self-sufficiency should be encouraged; the level of support should be higher; some states are too stingy so that national standards are needed; and two-parent families who are poor should not be ignored.

The Welfare Act passed in 1996, Temporary Assistance for Needy Families (TANF), implements some of those concerns: self-sufficiency is encouraged; some attention is paid to two-parent families.

+
The Bishops' Letter uniformly promotes more generous participation by the United States in international institutions.

The Bishops' Letter calls for a renewal of the dialogue between the Industrial World and the non-Industrial World with the aim of "reorganizing international economic relations to establish greater equity."  

The Bishops' Letter recognizes how important to the non-Industrial World is the developmental assistance coming to them from the Industrial World -- and from a few of the oil-producing states.  It laments the position of the United States as nearly last among Industrial World nations in the portion of its GDP given to foreign aid.  

The Bishops' Letter continues by noticing the need to support those in the Industrial World who are displaced by imports until they find other jobs.

Especially for Christians, hunger is a problem of special urgency.  The Christian Testament is replete with commands to "feed the hungry."  The Bishops' Letter suggests that "half a billion people" are hungry, probably a modest estimate that fails to account for malnutrition.  They make another plea, like their domestic one, for aid to small farms.  

The bishops do not find the non-Industrial World blameless with respect to such failures.  Positive steps are needed "to promote and sustain development and economic growth -- streamline bureaucracies, account for funds, plan reasonable programs, and take further steps toward empowering their people." 

+
In accord with the social encyclicals, the Bishops' Letter favors an increase in "participative" economic activity and seeks broader social and governmental support of families.

The Bishops' Letter recognizes the importance of pro-family institutions and asks us to recognize how much support there is for anti-family institutions.  Less expensive child care is an example of the first, the media's exploitation of sex and violence an example of the second.

The bishops' faith is in families and local structures, such as community development corporations.  We are reminded of the principle of subsidiarity manifested so often in Catholic Social Thought.  Local churches are urged to "work creatively and in partnership with other private and local groups in responding to local and regional problems."

"All parts of society ... must cooperate in forming national economic policies."

"The impact of national economic policies on the poor ... is the primary criterion for judging their moral value."

"Locked together in a world of limited resources and a growing array of common problems, we help or hurt one another by the economic policies we choose."  The primary call from the bishops in the international arena is that the United States be more cooperative and helpful with international agencies.  

++
Support for the bishops' proposals found in mainstream empirical economics

The bishops are aware "that there is a tension between setting goals for coherent policies and actually arriving at them by democratic means."  They hope to increase our commitment to the common good and, thereby, to increase our ability to achieve such goals.

For which proposals to increase still further our "commitment to the common good" can an economic justification be found?

It is not hard to find substantial support among economists for the bishops' proposal to eliminate the subsidies for large farmers and the artificial subsidy of tax losses provided to non-farmers.  For which of the other proposals can an economic justification be found?

This text chose three: 

minimum wage legislation could be more strictly enforced; 

marginal tax rates on high income earners could be substantially increased with no effect on productivity; 

income distribution need not be skewed to enhance economic growth.

The justification for each of those proposals has been presented in Chapters 10 and 11.  There is probably also a case for increasing the minimum wage.  At the very least we can demonstrate that national unemployment has not increased after minimum wage legislation has been passed.  The evidence that there are also no local effects may be better than the evidence that there are.

The most challenging empirical evidence about the ill-effects of increasing the minimum wage is that, among minorities, the dropout rate from high school may be increased.

++
Let's not pretend: the bishops and the market have radically different goals.

"The quality of mercy is not strained; it droppeth as the gentle rain ... "

Although it cites many situations that are indeed unjust, Catholic Social Thought is not only about justice.  Neither the Bishops' Letter nor the social encyclicals are embarrassed to support Christian charity for the oppressed or disadvantaged.  

The market has no interest in justice, charity, or mercy --  although it recognizes that it cannot publicly take any stance against the first.

The bishops "ask the Catholic community ... to

look back at the economic justice letter and its major themes;

look around at  the US economy a decade later ... ;

look ahead to future challenges in the light of developing Catholic teaching."

They are explicit that their suggestions are not meant to be instrumentally rational.  The market is rarely explicit about anything and is often duplicitous.  Although most businessmen are honest, no one should trust anything said in the market-place: caveat emptor.  But the market is a principal cause of our material well-being -- far, far superior to anything known now outside the Industrial World or in history anywhere.  

The social encyclicals and the Bishops' Letter ask us to choose a path to greater economic justice for our society.  

It would be extremely imprudent, and politically bizarre, to propose governmental steps that hamper the market's ability to deliver material well-being.  

There is also compelling evidence that many of the right-wing claims that the government is interfering with the market arise in greed and self-interest and are empirically unsupportable.  (Questions seeking evidence in support of their claims are usually avoided.)

The Christian is asked by the bishops to choose well.

++
Questions for Chapter 13

1) Which of the proposals in the Bishops' Letter for an increase in economic justice would you be most willing to support.  Why?

2) Which of the proposals in the Bishops' Letter for an increase in economic justice would you be least willing to support.  Why?

3) How does this text define the Industrial World? the non-Industrial World?

4) List one or two principal reasons for the chasm of material well-being that separates the Industrial World so far from the non-Industrial World?  Support your choice briefly.

5) How do the social encyclicals and the Bishops' Letter describe that chasm?

6) Pope John Paul II proposed -- in 1991 -- that the Catholic tradition called for "a society of work, enterprise, and participation ... {that} is not directed against the market but demands that the market be appropriately controlled by the forces of society and by the state to ensure that the basic needs of the whole society are satisfied."  

In your opinion are the social encyclicals "directed against the market?"  In your reply, give examples of proposals that do and those that do not run counter to the usual view of economists about effectiveness in the market-place.

7) What is your opinion of the effect of the minimum wage on unemployment?  How is the effect nationally different from possible local effects?

8) Would it be wise to increase substantially the marginal tax rate on high income earners?  Why?

9) Describe Catholic Social Thought in about 250 words.  In an additional 100 words, present your own view of its merit.  (Consider only the economic aspects of Catholic Social Thought.)

Appendix 1

The Neo-Classical advent: American Economics at the Dawn of the Twentieth Century

Joseph Persky

As the twentieth century arrived economics remained a small profession with only two regular publications.  The profession was dominated by institutionalists one of whom, Richard Ely, was the President of the American Economics Association.

Concerns addressed were principally monopoly and large corporations, currency regulation, and the distribution of income.  The articles were largely descriptive, normative, and appealed to "common sense" goals.

John Bates Clark wrote his great work "The Distribution of Wealth: a Theory of Wages, Profits, and Interest" in 1899; his concern was a proper share for labor.  His methodology, though, was entirely new.  John Bates Clark was among the very first marginalists; he was also the first American economist to have a world-wide reputation.

Economics continued to be dominated by institutionalists until after World War I, but Clark had planted the seeds of what was to become the dominant ideology for much of the twentieth century -- neo-classical economics.

++
The closing of the frontier and the common worker
[p97]

Henry George had suggested (1882) that the wages for working-men were set by what working-men could earn on marginal frontier land.  In his mind, as the frontier was more settled, the marginal product of the land remaining became smaller and wages lower.

John Bates Clark shared George's concern but did not agree that the determining marginal product was frontier land.  Clark saw a more urban society; depreciation meant a lower marginal product for capital goods.  The closing of the frontier was a smaller problem in the new world than the failure to replace aged capital.  But, Clark suggested, capital would be replaced and the marginal product of labor would remain fair in a dynamic economy.

++
Was marginal productivity theory a new apologetics?

Institutionalists were not quickly converted to Clark's view.  One, Fred M. Taylor, made a memorably incorrect prediction about the future of neo-classical economics and marginalism.
  Some institutionalists recognized marginalism as a defence of the status quo and worried that "big money" would support it against their own proposals.  (Indeed the careers of both Richard Ely and John Commons were threatened by "academic trials" in the 1890's.)

Thorsten Veblen made an especially articulate and formidable attack on marginalism describing it as an apology for the status quo.  Persky documents agreements by modern observers sympathetic to neo-classicism that marginalism was, as Veblen claimed, such a defense. 

Persky argues that Clark was misunderstood.  Clark does not begin with a statement of fact.  Instead he proposes a normative value -- labor should earn what it creates -- and attempts to prove it by establishing a static, highly idealized, competitive economy to satisfy his standard.  Only then does he attempt to compare his model with the real world.

As neo-classicism gained credibility and adherents, it began to see the preservation of competitive markets as fundamental. Marginalists looked back to an idealized "family farm" type economy.  They supported anti-trust legislation.  Clark himself believed that labor was at a disadvantage in making contracts; he encouraged unions.

(As early as the 1890's, the University of Chicago was a center of right-wing, laissez-faire economics.  But they were as opposed John Bates Clark as to Richard Ely.)

++
Did neo-classicism excuse monopoly?

[p103]

{{JEC: Persky sees here, and throughout, that neo-classicism provides a "consistent standard."  He suggests that Ely recognized that as a merit of Clark's (his opponent) case.  Whenever I read about marginalism, I am always struck that the writer seems to think of it as something empirical which it never is and cannot be.  We can theorize about the impact of "marginal costs" but accountants cannot quantify them for their corporation.}}

Both marginalists and neo-classicists agreed on the need to restrain monopoly.  Clark comes close to expressing the ideas currently (early in the twenty-first century) proposed as "contestable markets."  He thought they existed in some industries but not in others and wondered how they could be created where lacking.  The institutionalists had no such reservations: they sought government regulation.

++
Dynamics






[p104]

Thorsten Veblen adversely criticized "both classical and neo-classical economics {and} demand{ed} a fresh scientific approach.  ... banish all talk of 'natural' or 'normal.'  ... build a new dynamics based on well-grounded theories of cumulative causation."

Clark shared some of Veblen's concern: 

"Do they {employees displaced by lower cost production elsewhere} themselves get any adequate offset for this, or does society as a whole divide the benefits in such a way that those who pay nearly the whole cost get only their minute part of the gain?"

Clark believed those disadvantages might be offset by motivating a steadier pace of innovation, by shifting the burden to new entrants to the labor force, and by increasing the general education level of the work-force.

" ... where natural laws have their way the share of income which attaches to any productive function is gauged by the actual product of it. ... competition tends to give to labor what labor creates ... "

The many wrenching changes which were to characterize the impact of the Industrial Revolution on working-men are well-modeled by the changes to spinning and weaving which Chapter 4 considers.  (Catholic Social Thought must provide meaningful lives for unskilled textile workers who lose their jobs to cheaper workers in Thailand and also for six figure stock specialists driven from their Wall Street jobs by computers.)

Veblen was a harsh critic of Clark noting that neo-classicists ignored institutional change.  (Persky responds: "each school ... had glimpsed problems which would bedevil their new profession throughout the next century.")

John Bates Clark though was surely correct in one of his predictions:  

"The normal wealth of the world will be greater, and the natural level of wages will be far higher, in the year 2000 than they are today ... "

++
Neoclassicism and the lasting problem of normative standards

Persky is, in the main, a supporter of neo-classical economics.  In his conclusion he writes this.

At the turn of the century, "neo-classicists ... expressed a strong concern that workers not be exploited. ... {They} recognized and welcomed the benefits of scale of the new large corporations, but also supported public intervention and regulation to guarantee the survival of competition. ... Neoclassicists acknowledged the contributions of market forces but were committed to using the ... State to guarantee the economy's progress and fairness in the new century." 

"At root neo-classicism has affirmed {the need for} a normative economics based on an idealization of full competition.  It did so in 1900 much as in 2000 ... "

Appendix 2

The Worldwide Standard of Living Since 1800

Richard Easterlin

The standard of living has increased throughout the entire world since 1800; Easterlin marshalls the available data.  He describes the changes which have occurred in the United States and in the Industrial World#, then the changes in the non-Industrial World. #
Neo-classical economics maintains, Easterlin reminds us, that the GDP per capita of all nations should converge.
  That is not what has happened since 1800 and not what is happening now.  Most traditional societies (societies in the non-Industrial World) continue to lose ground.  A few turn to modernization; when they do, they often close the GDP per capita gap rapidly.

The standard of living is actually increasing somewhat worldwide; the increasing gap results from the faster progress being made in the Industrial World than in the non-Industrial World#.  Sub-Saharan Africa, 11% of the world's population, may be the exception; much of it is not included in the advance.

The concept of "standard of living" has been changing.  Once restricted to material well-being measured in dollar equivalents, it now is enhanced in many sources to include literacy and life expectancy.  Family circumstances and political liberty are sometimes considered for inclusion in "standard of living;" usually they are not.

Easterlin addresses the frequently heard comment, always from the well-to-do, that prosperity does not matter in traditional societies.  There is the claim that North American Indians, indigenous Australians, or other destitute societies have a relationship with Nature satisfactory for them and lost by the Industrial World.  Easterlin's Table 1 summarizes the contrary data available on what those living in the non-Industrial World seek. 

Improved material well-being ranked first in each of the twelve non-Industrial World nations surveyed.  Following in varying order were considerations of family, health, job, and political freedom -- among others.  Material well-being may not be of much moment to those who have it; it is securely first among the desiderata of those who are poor or destitute.

++
Where have the gains been made?

The promethean advance in material well-being provided by the Victorians has extended only to about 900 million of the world's more than 6 billion people.  Two centuries after the Industrial Revolution began in England, it is just beginning or still not begun among three-quarters of the world's population.  

For the common man in the non-Industrial World today there is a one-room mud hut with no electricity, no clean water, no sewer.  Clothing is locally made and crudely stitched.  The well is a kilometer away, the nearest doctor 50 kilometers.  Life expectancy is 54 years.  The family is illiterate and the children do not attend school.  

The well-to-do live in a 5 or 6 room brick house with machine-stitched clothes from a local tailor.  There are electric lights and fans.  There are servants to fetch water and to cook a variety of food.  Parents have completed grammar school and, perhaps, secondary school.  

Compared to the Industrial World# there is a noticeable lack of interest by the rich in the development of their own country.  OPEC countries have a high per capita GDP resulting originally from the development of petroleum resources there by corporations from the Industrial World.  However, that affluence is combined with high illiteracy, high infant mortality, and heavy dependence on imported technology.

However bleak, those conditions represent an improvement in material well-being since 1800.  Gains in material well-being have been made world-wide in the past two centuries as the Easterlin article attests.  Mostly they have been made by importing technology, especially medical technology, to the non-Industrial World from the Industrial World.  

Factories arise in the non-Industrial World and pay wages inconceivably generous in the minds of the inhabitants of the non-Industrial World who work in them.
  Capital and the skilled management needed for the factories are typically from the Industrial World.

Chapter 4 considers how the disparity in material well-being between the non-Industrial World and the Industrial World came to be so enormous.

Apendix 3

How the West Grew Rich

Nathan Rosenberg and L.E. Birdzell

Nathan Rosenberg begins his book "How the West Grew Rich" by recognizing that favorable geography has been a substantial contributor to the different success of different societies.
  Africa lacks the rivers which America and Europe have that provide cheap commercial transportation.  Climate is another example.  Houston and Atlanta were third-rate cities until after World War II -- no air-conditioning.  

But geography does not account for the wealth of the United States.  Native Americans were in North America for millennia making small use of the geography that did so much for Europeans in just a few decades.  Nor does geography account for the decline of civilizations which were once primary – China or Islam for instance.  

++
Sources and consequences of economic growth

Rosenberg and Birdzell are among those who see the eleventh century as the birth of Europe.   Progress was slow, including a later catastrophic decline starting in 1347 when the Black Death struck Europe such a hard blow.  Europe's population did not recover from the Black Death until 1600.

The move from poverty to wealth is not simply an increase in per capita GDP.  It is "a move toward literacy, education, and a variety of experience ... a move toward greater possibilities of privacy and individual choice."  That move is a large historical discontinuity for a society, a greater one than statistics properly convey --  unique to the Industrial World.  

Among the developments which probably contributed to the "large historical discontinuity" are these:

governmental efforts to facilitate manufacturing and trade;

law courts to enforce trading agreements and to protect credit by making loans collectible;

property rights;

legal modes of business organization;

tariffs; and 

a monetary system.

Some of those are not unique to the Industrial World; but the way they developed was different.  Laissez faire# was uniquely Western.  (Later Rosenberg will make the argument that some of those developments are likely to occur only in a Judaeo-Christian society; we return to that below.)

In the nineteenth century, as contrasted to the thirteenth century, manufacturing and the markets were largely free of control by religious organizations.  These non-economic institutions had also evolved:

free compulsory education,

free public transportation,

infrastructure for private transportation,

consolidation of nation-states,

extension of the electoral franchise.

Lawyers had focused on judicial reform (often to good effect) and voluntary obedience to law increased dramatically; the suppression of crime became more effective.

Industrial World economies are better described as "mixed" or "pragmatic" than as "capitalist."  "Capitalist" probably has too many meanings to be useful.  While Liberation Theologians blame capitalism for the problems of the poor in Latin America, a standard view of Latin America by economists is that it suffers from not being capitalist.  

+
Gradualness of the Growth of Western Wealth

[p6]
"Over a year, or even over a decade, the economic gains after allowing for the rise in population, were so little noticeable that it was widely believed that the gains were experienced only by the rich and not by the poor."

[p26]
"It is an oddity of Western economic growth that, while it made some individuals extremely rich, it benefited the lifestyle of the very rich much less than ... the less well-off."  The new products were cheap textiles rather than dear ones; Henry Ford became much wealthier than Henry Royce. 

[p7]
"There were many economic and technological developments that turned out to be important, but none was memorialized by an immediate and conspicuous increase in the rate of growth that could set it off from the short-term peaks and valleys attributable to wars, crop failures, financial follies, and the business cycle."


Rosenberg believes there is a "propensity of effects to surface decades after the causes have been forgotten."  Malthus' "Essay on Population" and Spengler's "Decline of the West" are especially knowledgeable and profoundly wrong analyses of the situation in the Industrial World.  "Causes" which would make their analyses so totally wrong were underway, but unnoticed, while they wrote.

+
Some previous explanations

Max Weber did not believe an economic interest was unique to the Industrial World and rates as failures those (the Spanish explorers Pizarro and Cortez his examples) whose interest was so limited.  All societies have individuals trying to get rich.  It is instrumental rationality that Max Weber claimed was unique. Rosenberg and Birdzell agree with Weber.  Further, they explicitly exclude the following features of European history as reasons for the material well being of the Industrial World.

Science and invention

Natural resources

Psychological explanations

Marx is an example: his central point was that capitalists were incapable of translating growth into more material well being for workingmen.

Luck

In a sense never intended by those who claim luck is the source of the Industrial World's good fortune, luck is the source: having "institutions" which have provided such abundance -- almost all of them requiring centuries to become established and few or none of them attributable to specific acts or decisions by individuals now alive.

Inequalities of income and wealth

The market-place replaced the "just price" with the "laws" of supply and demand.  Whether justice was better served before can be endlessly debated.  The fact that the common man is now incredibly better off cannot be.

Exploitation


[p14]  

Opening a new plant in Mexico, whatever the motivation of the investor, raises wages in Mexico.  Do the Mexicans, while their higher wages are new to them, feel exploited?  Can exploitation explain the growth of material well being for ordinary households during the Industrial Revolution?  The growth of income of the ordinary household is most of the growth we have experienced.  

Colonialism and imperialism
[p18]

"It is of course no comfort to non-Western countries injured by Western imperialism to suggest that the injury was gratuitous."


Slavery

If slavery is to be cited as a cause of the Industrial World's wealth, we must hear why the Near East and Africa are still so poor.

+
An explanation from history: a Western growth system

Instead of those explanations, the authors propose these features of European history as the more likely explanation of the chasm.  

The emergence of an autonomous economic sphere and a merchant class

Overcoming resistance to innovation

The ordinary household cannot be expected to recognize the benefits to their grandchildren that will accrue from the present destruction of their means of livelihood.  But, in Europe, there were no institutions to support their resistance, and, to the extent the resistance was violent, many institu-tions to suppress it.

Innovation by extension of trade and discovery of new resources

Innovation by introducing new products and by lowering the cost of production

The development of sources of innovative ideas

Galileo's insistence on verification by evidence is important to the development of technology; science directly is not.

Innovation in organization, diversity

All too many fail to recognize the many innovations in organization in the West.  Few economists would argue that the Industrial World could have begun without the change from a feudal to an urban organization.

Uncertainty and experiment

The West's ability to innovate may be inextricably interwoven with property rights.  Perhaps innovation requires well-recognized property rights.

Notice three themes -- autonomy, diversity, and experiment.  Especially we must recognize how uniquely willing the West has been to allow innovation in organization.

In another of his books "Inside the Black Box" Rosenberg supports a suggestion that Christianity may in fact be the crucial contributor to Europe's grand success.  Rosenberg quotes Lynn White: 

"Especially in its Western form Christianity is the most anthropocentric religion the world has seen ... in absolute contrast to ... paganism and Asia's religions, Christianity ... {separated man from nature and made it a duty of man to use nature}."

+
The starting point: the Middle Ages

[p37]

The journey to wealth began in the High Middle Ages, the centuries just before 1500.  There had been some progress for half a millennium, but, by modern standards, Europe was still abysmally poor.  A series of disasters, beginning in the fourteenth century, demonstrated the inability of then current "institutions" to sustain material well-being. 

The medieval society which was the matrix for the Industrial World had at least three institutions which had to change for there to be economic growth:

the economy was overwhelmingly agricultural;

status was determined at birth and rarely changed; political and economic authority were combined -- the manor and the guilds; an autonomous economy lay in the future;

terms of exchange were dictated by law and by custom instead of by supply and demand.  Furthermore the terms were compulsory;  voluntary trade was hardly known.

[p39]  The feudal manor dominated; cities were small.  There was no way a distinction between political rights and aristocratic privilege could arise.  It was taken for granted that the lord would exercise his rights in whatever way was most advantageous to himself.  The weakening of that relationship was forced on the manor by the rise of the king  --  whose own best interests were often served by alliance with the abused inhabitants of the manors.

There was little trade among manors; within the manor there was little use of money.  The manors resisted innovation; even the Black Death did not cause a change in agricultural methods.  Poorer fields were dropped from cultivation because labor was lacking; there was no development of better methods using less labor.  

As the towns grew, trade among them did and only some of it was by barter.  Money came much more widely into use.  The guilds and the just price gave way.

The very idea of calculating costs and likely future benefit lay entirely outside the feudal form of thought.  Commercial contracts began to find legal enforcement only in England and, even there, only in the eighteenth century.

Often the towns purchased freedom, in varying degrees, from their lords.  There was no plan or ideology to get loose from feudal control; there were instead many different pragmatic schemes directed at individual circumstances.  There were grievous mistakes causing tragic setbacks.

(Many of the feudal lords were members of the Roman Catholic hierarchy;  The authors condemn  the "luxurious religious hierarchy" as "outrageous bandit{s}.")

Rosenberg associates the rise of Europe with its substantially smaller resistance to the use of technology than other societies had.  The question Europeans asked was not: "was it invented here?"  Their unusual question was: "does it work better than what we use now?"

+
Failures and limitations

The Islamic World has been much different -- violently resistant to the use of Industrial World technology; Islam is a notorious failure in providing material well-being to its populations.  One reasonable "cause" of that failure is the "institutions" cherished by Islam.  By 1500 the more useful institutions dominant in some of Europe had made Islam a secondary rather than the primary society.  As one instance, Europeans no longer condemned charging interest on loans; usury remains condemned today throughout Islam.  The practice of Galenic medicine, from the third century, rather than modern medicine remains the norm in much of Islamic society with malevolent effects on the population.

Bernard Lewis writes extensively of societal disaster in Islam.  

"In the Muslim tradition ... "bid'a" innovation or novelty, denotes a departure from the sacred ... practice communicated to mankind by the Prophet, his disciples ... 

A particularly objectionable kind of bid'a is that which takes the from of imitating the infidel.  According to the Prophet 'whoever imitates a people becomes one of them.'  ... This dictum and the doctrine which expresses it were frequently invoked by Muslim religious authorities to oppose and denounce anything they saw as an imitation of Europe ... and was frequently used by them to block such Westernizing innovations as technology, printing, and even European style medicine."

Popular institutions have been associated with the decline of other than Islamic societies.  There is no reason to suppose that the American paradise is to be everlasting.  Landes' book ends with this sentence: "Societies as a whole must make wise decisions."  

Our love affair with automobiles may have the same adverse impact on our society that the rejection of interest on loans has had on Islam.  Perhaps global warming will do us in.
 European nations have a large tax on gasolene to encourage citizens to less ecologically perilous forms of transportation.  It is difficult to conceive of that being accepted by the voters in the United States.  Riding in automobiles is one of the most intense of America's "habits of the heart."

David Landes has much the same viewpoint as do Rosenberg and Birdzell.  Appendix 4 is a precis of some of the chapters of his book "The Wealth and Poverty of Nations.

Appendix 4

The Wealth and Poverty of Nations 

David S. Landes

This Appendix is a summary of chapters of Landes' book, selected to be relevant for Catholic Social Thought considered as part of Institutional Economics and Path Distribution.  First, though, a note on another of his books "The Unbound Prometheus."

++ Introduction

For Landes a principal difference between the Industrial World# societies and those in the non-Industrial World# is the deeply held view in the latter that man must beware of trespassing on the domain of the gods.  The "institutions" of the Industrial World, originally Christian, include personal responsibility for wise stewardship of God's good creation.  The propensity of all mankind, including mankind in the Industrial World, to resist change and innovation is supported by the institutions in the non-Industrial World, but is contested by the institutions of the Industrial World.

Prometheus brought fire to the earth.  For that trespass he was tied to a rock at the top of a mountain.  Every night vultures came and ate out his liver; each day it was restored.  There are many similar myths; Daedulus and Icarus is another Greek one.  The Hebrew Scriptures, where the stewardship commands originate, illustrate the struggle to free the society from the earlier promethean myths: Eve was commanded not to eat of the Tree of Knowledge and punished when she did.

Landes directly confronts multiculturalism.  The use in this text of "institutions" or "habits of the heart" is not to be found in Landes who does not shy from the use of "culture."

[pxxi]
David Landes: "Some would say that Eurocentrism is bad for us, indeed bad for the world ... As for me, I prefer truth to "goodthink."  I feel surer of my ground. "

Landes Chapter 1

Nature's Inequalities

Geography is important in the development of "institutions," especially in the primitive stage of society.  However, many claims made for geography have no empirical basis.  (It is also the case, when it is empirically supported, that geography tells an unpleasant tale people prefer not to hear.

Some of its effects, tropical diseases an example, can be alleviated by modern practice; not all can be. For those that can be, primitive societies often refuse the remedy.  
[p12]  "Habits of the heart" can become ingrained which, millennia later, impede progress after geography is no longer as large an impediment.

Landes Chapter 2
Answers to Geography: Europe and China

Europe has substantial advantages in geography, especially in climate and soil fertility.  Large domestic animals brought more advantages than are quickly recognized: e.g., they provide a much more hygienic fertilizer than China's night soil#.  However, China had its own geographical advantages.

To understand the chasm between the Industrial World and the non-Industrial World we must understand China with 7% of the world's land and 20% of its people.  Even 2000 years ago there may have been 60 million people in northern China.  

In China leaders long ago saw the link among population, food, and power.  The "Record of Three Kingdoms" shows a deliberate effort to raise food for a large army and to store food against disaster.  Not many farm animals were available; all the food went to people.  Pigs were the exception, the only meat people ate.

Landes Chapter 3
European Exceptionalism: A Different Path

Landes affirms the standard 1000 AD date for the birth of Europe.  The invasions so common in the ninth and tenth centuries wither, but the Moslems retain large holdings until 1500.  

[p38]
As Rosenberg and Birdzell did, Landes sees the divisions of Europe, its distribution of power, as helpful.  Not only were there lords and kings, there were nations and dukedoms.  There was also the separate powerful Church.

The alliance kings sought with farmers and the town bourgeois may have been a European peculiarity; it seems to have been a huge assist to development.  Feudal landlords were a formidable vested interest opposing progress.

[p40]
Landes equates the European development between 1000 and 1500 AD to the Neolithic revolution before 8000 BC.  There is more technological progress than is generally supposed in those 500 years.  There was a large egress to arable land made possible by the end of the invasions.  The windmill made Holland possible.

England shifted by the sixteenth century from an exporter of raw material to an exporter of finished woolen cloth.  The European weavers, more successful in their protests against "putting out" than England's, lost the finished-cloth business to England.  England's weavers could not compete with the mechanical looms; neither could the weavers on the Continent compete with the price of England's cloth made on those looms.  Landes calls that "a safety net at the expense of income."  Much of the Industrial World's bounty has been gained at great cost and misery for earlier generations.

While it remained competitive, "putting out" was an important limitation on urban power since agriculture offers much free time, the opportunity to work at low wages.  By the fifteenth century more than half of England's woolen cloth was made in rural cottages.  Yet, when the mechanical looms arrived (early nineteenth century), the rural cottages could not compete; urbanization moved forward again.

Landes Chapter 4
The Invention of Invention

Landes notes how intertwined the facets of development are.  Eyeglasses were in Pisa by 1306.  They extended the useful lifetime of craftsmen and made it possible to do fine work.  In turn the production of eyeglasses encouraged the invention of fine instruments.  [p47]  "The Muslims knew the astrolabe but that was it.  Europeans ... invent{ed} gauges, micrometers, fine wheel cutters ... {needing} precision.  ... laid the basis for articulated machines with fitted parts."

Clocks change the concept of time from divisions of the varying, available daylight to hours of equal duration throughout the year.  Clocks had an even larger impact on technical development than eyeglasses and, beyond that, a huge consequence for the way of life.  Clocks were the first digital device.

Landes describes the impact of printing and its failure in China.  "the Confucian mandarinate discourages dissent and new ideas."  The loss of learning was huge, but our current experience with Islam is teaching us how widely innovation and new ideas are hated.

Unlike the successful opposition by vested interests in Islam, the staunch opposition to printing by the Roman Catholic Church was ineffectual; the Church was contested by the Protestant Reformation that encouraged reading and printing.

[p55]  China's failure to accept technology is documented.  They may have invented the wheelbarrow, the stirrup, the horse collar, and the compass, paper, and porcelain in addition to the printing and gun powder for which history celebrates them.  The lack of scientific interest was not the obstacle.  The puzzle lies in China's failure to realize its own potential; the Chinese lacked the European passion for improving machines.  These reasons are suggested -- 

1)
the lack of a free market and property rights,

2)
the "highly totalitarian nature of Chinese society,"

3)
the larger values of society ("institutions").

[p58]  Landes then offers his list of "larger values of society" which could be the reasons Europe succeeded -- 

1)
the Judaeo-Christian respect for manual labor,

2)
the Judaeo-Christian subordination of nature to man,

3)
the Judaeo-Christian sense of linear time (other societies thought of recurring cycles),

4)
perhaps most important, the market -- so innovative.

Landes Chapter 6
Eastward Ho!

China had an extensive fleet as early as 1400 with much larger ships (400 feet compared to the Santa Maria's 85 feet) than the Portuguese.  But what little enterprise they had was soon officially squelched and China retreated into its xenophobic shell.  [p97] "the Confucian state abhorred mercantile success."  By 1550 China had decreed that using a multi-masted ship was a crime.

Landes Chapter 7
From Discoveries to Empire

[p110]
"The Inca Empire was the biggest ever established in the New World.  ... from what is now Colombia on the north to ... Santiago in the south -- over 4000 kilometers; and from the coast to the eastern side of the Andean watershed and what is now the Bolivian plateau.  Its limits ... were set by nature -- the Incas were never comfortable in heavy forest -- and partly by the opposition of recalcitrant tribes."  

Landes' Chapter 7 documents the small size of the Spanish forces who conquered both Aztec and Inca, the ineptness of the Indian resistance, the important aid to the Spanish of Indian susceptibility to European diseases.  [p104] The cannibalistic sacrifices by the Aztecs are attested, and the treachery of the Spanish.

A detailed discussion follows of how rigidly the Empire was ruled, with considerable use of drugs and alcohol.  There was a provision for rapid communication, by runners, within the Inca Empire. 

Landes Chapter 8
Bittersweet Isles

Sugar cultivation required slaves.  [p120]  "the Atlantic system" provided the needed slave labor, transported the sugar to coffee and tea drinkers, and returned food to the planters.  The idea that profits from slavery supported England's Industrial Revolution is not endorsed.  [p122] The "argument about the effects of slavery will go on indefinitely because it is not susceptible of factual settlement and is a proxy for other issues."

Landes Chapter 10
For Love of Gain

Holland is presented as the exemplar of success with few geographical advantages but a commercial spirit.  Spain is the failure; its admiration for "caballeros and prying friars" made expatriates of its most productive people.  Holland was not especially courageous, fought only when there was no alternative, preferred any prudent compromise.

Landes Chapter 11
Golconda

The English entry into India, mid-seventeenth century, is described -- first Bombay an almost uninhabited island, then (in 1690) Calcutta a tiny village.  The Indians resented the English at first and tried to nullify the agreements which had been made with them but, increasingly, came to depend upon them.

[p154]
What is likely to have been the reality of the English occupation -- corrupt selfishness on both sides but much more useful development by the English -- is described in some detail.  [p163]  India, once a major supplier of cotton, declined precipitously during the Industrial Revolution.  The advent of textile machinery in England was a principal feature of the Industrial Revolution.  

+
How do we know?  The nature of the evidence

[p163]

All the history is English; Indian historians depend upon British records.  The Indians were literate, without printing, and must have kept some records.  But their only literacy was religious; they also seemed to lack European curiosity about what was happening.

Efforts to claim that the seventeenth century Indian standard of living was not much poorer than the English are hard to credit.  

Landes Chapter 12
Winners and losers: the balance sheet of Empire

[p169]
Some countries became part of the Industrial World and became rich; others would not participate and stayed poor.  Spain found wealth in the New World and used it for increased pomp and pretension.  Holland and England found wealth and used it to find new ways to do things.  For societies like the American Indians or Tasmanians, the arrival of Europeans was an unmitigated catastrophe.

[p171]
"The primary economic significance of the influx of wealth ... lay in its uneven effects.  Some people got rich only to spend; others to save and invest."

[p172 - 180]
Seventeenth century contemporaries remark on the unwise use of their wealth by the Spanish.  The Spanish take pride in their unwillingness to stoop to manufacturing and prohibit their young from studying abroad.

+
The tenacity of vested interests and hurtful "institutions" 

Vested interests can be a formidable obstacle to the progress of a society.  

There was no real need for the Church to condemn Galileo based on Scripture.  Little in scripture is contrary to Galileo's claim.  The Vatican seems to have been motivated principally by their perceived need to be an unchallenged power.  The Protestant world scorned their interdict but was little more accepting of Galileo.  However, in the Protestant world, entrepreneurs were able to print and sell his books.

Sicily was reluctant to enforce the 1492 decree of Ferdinand and Isabella against Jews.  When Sicily finally complied, that set Sicily on a path to its own decline; trade nearly vanished.  Efforts in the eighteenth century to invite the Jews back had some small effect; most of the damage done by the anti-Semitism was never repaired.

Landes Chapter 13
The Nature of the Industrial Revolution

If you checked you would find a wide variety of dates listed for the start of the Industrial Revolution, from as early as 1770 to as late as 1830.  Landes begins Chapter 13 with a description of all the predecessor inventions of the Industrial Revolution and how long the "Revolution" took.
  Few recognized the extent of the change during the eighteenth century; Samuel Johnson, a contemporary of Adam Smith, did: "All the business of the world is to be done in a new way."

[p191]
"When power spinning came to cotton, it turned industry upside down." 
  Other large changes were -- 

substituting rotary for reciprocating motion,

making sheet metal by rolling rather than pounding,

much better measurements, (Clock-makers took the lead.)

the beginning of interchangeable parts,

machines to build machines.

The mechanization of spinning had a different effect than that of weaving.  Spinning almost immediately replaced all hand operations.  Weaving took more time.  Hand-weavers hung on grimly to the more difficult tasks; there was first a large increase in the work available because spun cotton was so much more widely available; then over decades weaving machines gradually drove hand-weavers out.  That change exemplified portentously how disastrous for the people affected at the time were the changes brought about by the Industrial Revolution.  

The Luddites gave their name to history as ignorant resistors of technological change.  They were largely weavers whose families were made destitute by the new mechanical looms.  Their vandalization of the looms and factories was in the 1810’s and 1820's.  It was decades later that the bounty generated by the new looms began to reach the descendants of the Luddites.

[p195]
"The Industrial Revolution brought the world closer together,, making it smaller, and more homogeneous.  But the same Revolution fragmented the globe by estranging winners and losers.  It begat multiple worlds."

Just how can we be sure that the Industrial Revolution was, along with the wrenching changes it forced on the citizenry, bountiful?  No answer to that question serves better than the known output of inexpensive textiles.  There simply were not enough of the rich to consume them.  Later, as Landes has reminded us, it was the manufacturer of the inexpensive Ford who became so wealthy not the manufacturer of the Rolls-Royce.

Landes Chapter 15
Britain and the others

Why England?  Why not some other country?

At one level the answer is straightforward and incontrovertible: at the beginning of the eighteenth century Britain already had a huge lead.  Britain was far ahead in the use of fossil fuel and in the technology for manufacturing textiles, iron, and power.  Both agriculture and transport were far advanced in England; so was commerce.

France had highways too, but for defense not commerce.  Arthur Young found them empty; by-ways were shabby in France.  Britain had, and France had not, inns to provide for the many commercial travellers.

[p208]
A first reaction to higher wages for cottage working-men was to work less. There was much cheating by working-men, stealing raw materials a common-place.  Manufacturers were nonplussed.  Factories were partly an effort by the manufacturers to achieve some work-discipline; they were not more efficient than cottage-industry until power-machinery arrived.  Further, people had to be paid more to work in them.  

The better life did not come easily or quickly.  We are all devoted to our own "habits of the heart."  As the Industrial Revolution began those habits did not include closely regulated work.

[p220 and -21]
Societies change slowly.  The English were already farther along than the French in the Hundred Years War (1338 - 1453) and defeated the larger nation chiefly by superior technology -- long bows part of that.  It was to be four or five centuries before the Industrial Revolution began in England.

+
Some good deeds go rewarded

[p223]

In England, to the great benefit of the English, the wretched conduct of Christians against each other and against Jews was less scandalous than elsewhere.  Not only were their own Jews and heretics able to make their way with somewhat fewer handicaps, but many of those persecuted elsewhere, often the more able, fled to England from the Continent.

+
The value of time



[p224]

Clocks were an important part of creating a skilled, disciplined work-force.  The timeless world of Jane Austen was being abandoned while she described it -- early nineteenth century.  The "institutions" she described were no doubt charming but they did not benefit the whole populace as time-driven commerce and factories do.  Businessmen were coarse and unattractive but useful, as Fitzwilliam Darcy, elegant and charming, was not.

+
Why not India?




[p225]

In the seventeenth century India had the premier cotton industry; why did it not give birth to the Industrial Revolution?  One plausible reason is the difference between the institutions, of the British as opposed to those of the Indians.

Landes lists many Indian institutions hostile to modernization.  India was not disposed to machinery; there were vast sources of cheap labor.  Caste played a large part.  [p228] Indian artisans avoided steel tools; perhaps they wanted to restrict production to those with their own skill.

Chaudhuri: "In eighteenth century India the empirical basis for the Industrial Revolution was conspicuously lacking."

Appendix 5

Ethics in Economics at the Dawn of the Discipline

Adam Smith

Adam Smith's "An Inquiry into the Nature and Causes of the Wealth of Nations" was written in 1776 before there was a discipline called "economics;" his contemporaries thought of him as a moral philosopher.

Adam Smith's "Wealth of Nations" is widely accepted as the "birth" of economics.  It remains -- in our day -- the only, still-widely-read, "economics" book written in the decades when economics was just beginning to be a separate discipline.

Adam Smith's description of the purpose of economics is ours in this text.  (Not all economists agree with Smith.)

"Political economy ... proposes two distinct objects: first, to provide a plentiful revenue ... for the people, or more properly to enable them to provide such a revenue  ... for themselves; and secondly, to supply the state ... with a revenue for public services.  {This work} proposes to enrich both the people and the {commonwealth}." 
vol I  [p449]

"No society can surely be flourishing and happy, of which the far greater part of the members are poor and miserable."
Theory of Moral Sentiments [p229]

What makes Adam Smith an economist is his attention to the wise use of limited resources and to costs generally.

+
Capital and labor

"The general industry of the society can never exceed what the capital of the country can employ.  As the number of workmen that can be kept in employment by any particular person must bear a certain proportion to his capital, so the number of those that can be continually employed by all the members of a great society must bear a certain proportion to the whole society and can never exceed that proportion.  No regulation of commerce can increase the quantity of industry in any society beyond what its capital can maintain.  It can only divert a part of it into a direction which it might not otherwise have gone; and it is by no means certain that this artificial direction is likely to be more advantageous to the society than that into which it would have gone of its own accord." 

vol I  [p475]

+
The market

"A revolution of the greatest importance to the public happiness was in this manner brought about by two different orders of people who had not the least intention to serve the public.  To gratify the most childish vanity was the sole motive of the great proprietors.  The merchants and artificers, much less ridiculous, acted merely from a view to their own interest, and in pursuit of their own pedlar principle of turning a penny wherever a penny was to be got.  Neither of them had either the knowledge or foresight of that great revolution which the folly of the one, and the industry of the other, was gradually bringing about."


vol I  [p440]

+
The division of labor 

"a workman not educated to this business ... could scarce ... with the utmost industry make one pin in a day, and certainly could not make twenty.  But, in the way in which this business is now carried on, ... I have seen ... ten men ... make among them ... upwards of 48,000 pins in a day." 

vol I  [p8]

+
Institutuions

Adam Smith believed that there are large differences in the quality of ideas cherished by different societies, but that there was not much difference in the quality of the people who comprised the society.  

Adam Smith was an anti-racist long before that became the accepted viewpoint.  He thought the quality of a society's ideas had a great effect on the material well-being of the people in the society but that the ideas themselves could be useful to any society.  We now call that Path Dependence.

"Nations tolerably well-advanced as to skill, dexterity, and judgement in the application of labor have followed different plans in the general conduct and direction of it; and those plans have not all been equally favorable to the greatness of its produce."  vol I  [p3]

"China seems to have ... long ago acquired the full complement of riches which is consistent with the nature of its laws and institutions.  But this complement may be much inferior to what, with other laws and institutions, the nature of its soil, climate, and situation might admit ... The poverty of the lower ranks of people in China far surpasses that of the most beggarly nations of Europe."  vol I  [p106]

+
The tide may turn; societies may begin to cherish more useful ideas.

"The savage injustice of the Europeans rendered an event, which ought to have been beneficial to all, ruinous and destructive to several of those unfortunate countries." vol I  [p470]

"To the natives ... all the commercial benefits which have resulted {from the discovery of the Americas} ... have been sunk in the dreadful misfortunes which they have occasioned. ... At the particular time when the discoveries were made, the superiority of force happened to be so great on the side of the Europeans that they were enabled to commit with impunity every sort of injustice in those remote countries. ... natives of those countries may grow stronger or those of Europe may grow weaker ... {which} alone can overawe the injustice of independent nations into some sort of respect for the rights of another."  v II [p141]

+
Adam Smith was concerned about the effect, on the intellectual vitality of employees, of repetitive work.

"... the understandings of the greater part of men are necessarily formed by their ordinary employments.  The man whose whole life is spent in performing a few simple operations, of which the effects are ... the same, has no occasion to exert his {mind} ... generally becomes ... stupid and ignorant .. and incapable of relishing ... rational conversation ... or of conceiving any just judgement concerning ... even the ordinary duties of private life."
vol I [p302]

+
When extolling the importance of "laws and institutions," Adam Smith did not suppose that no change in "laws" was needed.

"the laws of most countries being made by men generally are very severe on the women, who can have no remedy for this oppression."


Appendix 6

The Moral Dimension: Towards a New Economics 

Amitai Etzioni

Preface

The neo-classical model of the rational utilitarian needs to be challenged.  This work proposes to substitute a moderately deontological ethic.  In his book, Etzioni makes his case in three parts.

Beyond pleasure: Evidence does not support rational maximization as our principal motivator; what are our goals?

Beyond rationality: Develop a decision-making model; how are the means to advance our goals chosen?

Beyond Libertarianism: The role of community and power, who are the key actors?

This appendix presents some of the ideas Etzioni offers in support of those parts.  Only his first four chapters and Chapter 14 are summarized.

Etzioni Chapter 1

The New Paradigm: Underlying Themes

The neo-classical model is utilitarian, rational, and individualistic and sees society's characteristics as an aggregation of the individuals.  There are many authoritative objections to the neo-classical model, but you cannot replace something with nothing.

A new synthesis should include the neo-classical model but should limit its applicability to the market-place.

+
Core assumptions

A principal strength of the neo-classical model is that it is stated clearly.  Here three changes are suggested:

1)
instead of a single goal, utility, people have two  --  pleasure (utility) and morality;

2)
people choose means, not just rational ends;

3) society is not an aggregate but a constraint on the way people behave.

The new model is called deontological "I&We" -- I and W

+
Over- and Under-Socialization

Neither will do -- the Hobbesian notion that a Leviathan is needed to control the mob nor the Lockean notion that all individuals must be free.  We need both freedom and community.  While we can be over-socialized, under-socialization is a concern too: criminals are under-socialized.  Liberty is a desideratum, but cannot be the only one.

 +
Deontological ethics

In the neo-classical model there is a unitary self with unambiguous and stable preferences.  While that view is easily criticized, the neo-classical response is that the "I&We" model is too easy and allows one to blame the id for failures and the super-ego for successes without being able to make predictions.

Deontological ethics stresses intention rather than consequences.  Kant is the source of that viewpoint.  Actions are right when they conform to a relevant principle or duty.  There is more to life than hedonism.

++
Beyond rationalism

Etzioni would call his theory "political economy" except that term has been used by neo-Marxists.
  Such an effort is cross-disciplinary and Etzioni recognizes the resulting difficulty with the loss of detail.  The hundreds of thousands of man-hours of effort built into the neo-classical model cannot be replaced by one work.  This is an initial effort.

Friedman's work claiming we had only to predict not explain has two flaws:

his view that we need predictions not explanations has not been accepted; 

it is not true that the neo-classical model predicts much.  

Evidence does not support the view that man is a rational utilitarian; evidence abounds that morals matter to most of us.

Etzioni Chapter 2

Pleasure, Altruism, and the Great X

Etzioni quotes Adam Smith: "We are not ready to suspect any person of being defective in selfishness."  That is the Christian view of sinfulness.  Nonetheless, for centuries, philosophers have claimed ethical and esthetic motives as a principle distinction of mankind.  Christians and Adam Smith would agree.

"I&We" suggests we are willing to tax ourselves, forego pleasure, in the pursuit of ends we see as higher.  Rawls is cited as a non-hedonistic neo-classical suggesting that the end which bestows value is not self-pleasure.  

+
Morality and multi-faceted choices

The neo-classical claim for stable preferences is especially weak.  Even if we were to agree that preferences are stable, they are still multi-faceted.  Dieting is an example of multiple motivations and non-hedonistic response after recognized failure.  

Neo-classical economics recognizes that it does not address externalities and tries to find prices for pollution.  Deferred gratification, probably a centerpiece of the Industrial World success, also contradicts the neo-classical assumptions.

Etzioni Chapter 3

Substantive Differences: Moral not Equal Pleasure

This chapter seeks to establish that moral drives can be differentiated from utilitarian ones.  The evidence supports difference, not similarity.

+
Internalization: Turning Constraints into Meta-Preferences

Deontological psychologists believe people have either of two behaviors -- 

1) expedient conformity or 

2) following moral commitment.  

They see moral commitment as the source of meta-preferences.
  Etzioni agrees except that a person might be motivated, at different times, by each behavior: "The behavior of properly socialized adults is deeply influenced by their absolute morality, aside from whatever expedient effects it has."

Neo-classical psychologists protest.  They see people as responding to what society expects, and able to calculate the costs of responding or not.

Neo-classical economists complain that, if morality is to be introduced as a second motive, more motives can be introduced.  Etzioni responds that, as utility encompasses several pleasures, so does morality encompass several behaviors.  

Etzioni Chapter 4

Some Evidence: People Act Unselfishly

This chapter is needed because neo-classical economists have persisted.  What may be obvious to all is denied by the neo-classical model.  

+
The Public Choice positions

Public Choice advances these positions.

1)
Individuals will not allot resources to public goods unless there are "side payments."

2)
People will free ride at every opportunity (not contribute to public TV).

3)
People will shirk more in large groups than in small ones.

4)
(Less widely held) People will not cooperate lest they "miss out."

5)
People will be moral only if they fear getting caught.

The president of the Public Choice Society in his address: "... the only assumption essential to a ... predictive science of human behavior is egoism."  In that view politicians are solely interested in returning to office.  James Buchanan believes that the Federal deficit arises in the eagerness of the voter to increase spending and reduce taxes and, in consequence, the eagerness of the politician to please her constituents.

Uniformly, evidence contradicts the Public Choice positions.  People do vote and many will not cheat even in the most protected circumstances.  An MIT study showed that self-interest predicted votes in legislatures badly.  

Maxwell:
"The logic of {the public choice claims} ... is both compelling and illuminating.  The problem ... is that empirical evidence {in support} is either scant or non-existent."  In an experiment, 5 out of 6 economists predicted a result incorrectly because they used neo-classical postulates.  "... under most circumstance a significant proportion of subjects do cooperate ... "

There is other evidence.  Actual voting behavior flatly contradicts Public Choice.  The illogic of Buchanan's support of a balanced budget amendment is noted.  Who would vote for this bill if people behaved as Buchanan claims?

Etzioni Chapter 14

In Conclusion: Policy and Moral Implications

Social theories seek to understand how the world is and how to act to make it better.  To argue that information travels with the speed of light at small cost is different from arguing that insider trading is harmless.  Further, many seek theories in restricted environments where pet predilections work better: neo-classical economists treat preferences as given and constant as if there were no non-market society; deontological sociologists study changes in taste with little regard to constraints and costs as if there were no economy.

Neo-classical economists condemn normative economics as outside the pale.  They claim to be working with "as-is" not "ought-to-be" statements.  But they regularly give advice which is clearly normative using their prestige to give their statements a "scientific" penumbra.

Etzioni suggests that we recognize our limitations.  History has abundant support for the thesis that no one "knows the answer."  We need to suggest solutions humbly with due concern that no one, especially no one in poorer circumstances, suffers if we are mistaken.  Efficiency is itself a value -- "ought-to-be" not "as-is" -- and those left behind in the market-place may be unenthusiastic about the merit of increasing its sway.  

+
Power and politics

Power is important in history.  Appendix 8 has a famous quotation from John Maynard Keynes supporting Etzione's contention about the importance of ideas.  Etzioni would remind us that, while ideas may work in the long run, "vested interests" can do lots of damage meanwhile.  If "ideas when they are right" are to succeed in a reasonable time frame, thought must be given to organizing power behind the ideas.

As do many "experts," neo-classical economists dislike the give and take of politics.  They dislike regulation because it implies negotiation at which they are poor and which they distrust.

+
Unhappy effects 

What is the impact on high school students of statements like "the rational thing to do is to gain as much value as I can while giving up as little value as I can{?}"
  The Bible and drugs are presented as consumer goods and children as "durable consumer goods."  Anecdotal evidence supports the increasing recognition that teaching neo-classical economics to high school students has had an undesirable impact on them.

Finally Etzioni presents the paradox (Adam Smith's concern) that the competitiveness of the market-place undermines the foundations -- trust, co-operation, honesty -- on which it depends.

Appendix 7

Path Distribution 

Path Distribution argues that decisions made by societies centuries or millennia ago still matter substantially for the material well-being of a society today.  Ten millennia ago, farming resulted in a significant increase in material well-being over that possible for hunter-gathers.  The surplus of food provided by farming allowed the first urban centers to appear.  Only in urban centers was writing useful enough to be invented.  Only in societies with a written language would printing be useful.  Literacy is meaningful only in societies with printed books and periodicals.  

Many of the children in hunter-gathering societies die young; disease and malnutrition are much more common than they are in any Industrial World society.  Successful disease prevention has originated only in societies that have printed books and universities.  It requires that, long in the past, the society shifted from hunter-gathering to farming, then to urban life.

Path Distribution allowed printing to be invented in Europe; it would not have been invented in a society without writing.  During the fifteenth century, when it was invented, many societies were without writing.  Path Distribution had provided a "culture" in fifteenth century Europe in which reading and writing were to become, relatively rapidly, a widely dispersed skill.  China had invented printing separately, probably before Europeans.  But Path Distribution in China had not engendered a "culture" which resulted in widespread literacy.

++
Several related observations

A nation in the Industrial World will usually have different "sub-cultures" not all of them, even today, committed to the importance of reading and writing.  Timekeeping, without which the Industrial World can not exist, remains foreign to sub-cultures of the American society which retain their agricultural customs; (timekeeping is of small consequence in agriculture)

"We Real Cool" by Gwendolyn Brooks is an illustration of a "sub-culture" unexcited about the benefits of reading and writing.  

WE REAL COOL

We real cool.

We Cut school.

We Lurk late.

We Strike straight.

We Sing sin.

We Think gin.

We Jazz June.

We Die soon.

Gwendolyn Brooks tells us that she wrote "We Real Cool" after passing by a pool hall with seven young black males dressed in aggressively "black" attire and speaking a ghetto black argot.  "Jazz June" she explains means to ridicule ("jazz") the delights of the white establishment ("What is so rare as a day in June!").  Ms. Brooks intends to catch the despair behind the bravado of those young blacks.  But she reminds us also how costly it has been for those young blacks to disregard what the most materially successful culture in history could afford them.

Regardless of how much more material well-being a more successful culture would provide, it is usually arduous to convert people to the culture of another society than their own.  Among many others, Fritz Fanon and V.Y.Mudimbe, both Africans, have testified to that about their own society.

By Fritz Fanon

"The culture, abandoned, ... rejected, despised, becomes for the inferiorized an object of passionate attachment.  The customs, traditions, belief, formerly denied and passed over in silence are violently valorized and affirmed ... The group no longer runs away from itself.  The sense of the past is rediscovered, the worship of ancestors resumed ... The past becoming henceforth a constellation of values becomes identified with the Truth."

By V.Y.Mudimbe  

"This example ... illustrates the way ... tradition can be manipulated for motives that have nothing to do with a genuine respect for the African way of life.  This kind of manipulation has attained a remarkable level of cynicism in the politics of some African states -- popular attention is diverted to wearing leopard skins over the safari suit, the wholesale adoption of indigenous names, the animation of traditional dancing, while the serious business of holding onto power and amassing fabulous wealth goes on elsewhere.  ... 

"Those who make the appeal to tradition are perfectly willing to enjoy the satisfactions of modern civilization; ... "

Sekou Toure of Guinea remarked that it was easy to build railroads, ports, and towns; what was more difficult was to change the minds of the people impacted.

In his "Industrialization and Economic History -- Theses and Conjectures" written by Jonathon Hughes in 1970 while many of the projections about development in the non-Industrial World were still optimistic, Hughes had the same view as Fanon, Mudimbe, and Toure about the difficulty of bringing traditional societies into the Modern World.  His empirical observation was:

"Two decades of effort in behalf of economic development outside its traditional basis has brought little enough improvement."  

"Foremost among the surprises to ... economists ... has been the failure of international trade to be the engine of growth ... "

Adam Smith, after identifying "inferior institutions" as the "cause" of destitution in non-European societies, was optimistic about the prospects that those societies would adopt more useful institutions.  Hughes comments on that expectation:

"What he {Adam Smith} could not foresee was the ... social impedimenta in the traditional societies and the awful inertia of well-developed cultures which did not easily accommodate the free market of modern capitalism."

Hughes goes on to note that Folke Hilgerdt's "Industrialization and Foreign Trade" {1945} was one of the first efforts to bring in some empiricism and realism.  Hilgerdt found that trade did not spread development.  In different language than economists use today, Hughes proceeds to suggest that institutions are what must change and that the most important change is the turn to instrumental rationality.

++
Path Distribution 

Path Distribution is a suggestion made by institutional economists, an enlarging minority.  Path Distribution ascribes the destitution so ordinary in the societies of the non-Industrial World to their ineffective institutions.  It places a high value on the importance of ideas.  Institutions are the ideas that have come to be the "habits of the heart" in a society as its guides to belief and behavior.

John Maynard Keynes ended his "General Theory of Employment, Interest, and Money" with this paragraph.

"....ideas....,both when they are right and when they are wrong, are more powerful than is commonly understood.  Indeed the world is ruled by little else.  Practical men....are usually slaves to some defunct economist.  Madmen in authority....are distilling their frenzy from some academic scribbler of a few years back.
  I am sure that the power of vested interests is vastly exaggerated compared with the gradual encroachment of ideas.  Not, indeed, immediately ....But sooner or later it is ideas not vested interests which are dangerous for good or evil."

This text argues, with quoted secular support, that Christianity is an important part of Path Distribution in Europe and the United States, a central institution in the development of the Industrial World.  Catholic Social Thought is a Roman Catholic expression of Christianity.

There remains this objection to institutionalism: its concepts are not rigorously defined.  Verbal reasoning may be more evocative than mathematics, but it is invariably less precise, vitiated by the ambiguity of words.  A reader may or may not understand what the author intended.  In mathematics, the conclusions are inexorable, given that the assumptions apply to the situation for which they are used.  Institutionalism lacks the mathematical rigor which has gained so many supporters for neo-classical economics.

Appendix 8

Prudent Economics 

Prudent economics seeks the same rigor as all economists claim to seek but uses only those assumptions about society which can be empirically justified.  Prudent economics does not assume that markets clear although it would accept evidence that they do.  It recognizes that non-rational use of resources -- for example, large credit card debt -- has a discernible effect on the economy.  Prudent economics has no bias against government actions, but no belief that government "interference" is usually without costs.

Prudent economics proposes two principles.

1)
Obscurantism is a prudent guide to "public truth."  When the opponents of an idea relentlessly seek to avoid questions or empirical tests of their position, that opposition should be considered to be quasi-empirical support for the idea opposed.

Adam Smith described "the passionate confidence of interested falsehood."

2)
Social "sciences" may never provide the empirically verifiable conclusions available in fields like engineer-ing and medicine.  Prudent economics can provide conclusions uniformly considered likely by those willing to consider evidence.

There is almost no reason to suppose that the productivity of high income earners is likely to be affected by their marginal tax rate.  The universal assumption made is that they "work" at some unpleasant task because they need the money.  For most high income earners it is often the case that time in the office is the most enjoyable part of their life.  It would not be rational to spend less time enjoying yourself because you are paid less -- after taxes -- to do it.

 No one should expect the majority of any society to cherish Prudent Economics.  Nonetheless openness to new ideas can be a less vilified "habit of the heart" in one society than in another: even though it will remain a practice only of a minority, the minority may be establishing the institutions of a society.  Prudent economics is empirical and instrumentally rational.

Are there instrumentally rational societies?  Max Weber thought the "West" was.
  Etzioni suggests that it is difficult for adult immigrants from non-rational societies to acquire instrumental rationality and, to the extent that instrumental rationality has familial origins, even difficult for the children of immigrants.
 

Glossary

For each of the terms in the text thought to be in need of clarification, this glossary has a definition.

Curia is the body of cardinals responsible, at the Vatican under the direction of the Pope, for directing the affairs of the Roman Catholic Church cross sectional a statistical study seeking independent variables to explain differences in the dependent variable for a set of entities.  (In economic growth studies those entities might be various nations and the dependent variable could be the per capita GDP of the selected nations.)

Deontology is the study of moral obligation, of duty.

Distributional Coalition is an agglomeration of social forces which intend to gain economic goals of their own whether or not they enhance the material well-being of the society.  Their success is cited in Mancur Olson's work as a principal reason for the decline of a successful society.

Earned Income Tax Credit repays low-income workers with a credit to rather than a tax on their income.

Economic rent is a payment made to a factor which does not bring forth more output; such a payment wastes resource.  For example, increases in the payments made for land do not increase the land available.  Should it be the case that the amount of useable land increased because of the payments, those payments would no longer be economic rent.

Enlightenment was an intellectual movement during the eighteenth century, principally in England and France, which celebrated rationalism and condemned "metaphysics."  Especially in France it was hostile to the Roman Catholic Church; the Catholic hierarchy there was almost entirely from the nobility.

Gini measures the income distribution of a society.  As it increases the distribution is more unequal, skewed so that upper deciles receive more than their proportionate share of society's GDP.  A Gini of 0.0 indicates perfectly equal income distribution; a Gini of 1.0 indicates perfectly unequal income distribution.

The Gini derives from the Lorenz curve.  The area between the line defining the actual income distribution and the line of 45o defining equal income distribution is divided by the area included in the lower triangle.

Green Revolution is a scientific campaign to improve the productivity of agriculture in the non-Industrial World. Originally financed by the Rockefeller Foundation and operated in Mexico, it had an outstanding success providing food seeds genetically modified to thrive in local conditions.  Two nations which had been unable to feed their populations which were soon exporting rice were the Philippines and Thailand.

Hermeneutic refers to the unfolding of the signification of a text or to interpretation generally.

Heuristic behavior uses "rules of thumb." 

Industrial World The non-Industrial World is taken to be those 117 nations with a per capita GDP of less than about $5000 annually, about 4.5 billion people; in the 23 nations of the Industrial World -- 900 million people -- the per capita GDP is more than $16,880, averaging $27,450.  Data are in PPP$ corrected to 2000 and are from the World Development Report (2002), tables starting on page 232.  (It would be much more informative to compare medians rather than means, but there are few data on median incomes in the non-Industrial World.)

There are data for "Upper Middle Income" nations in the World Development Report (650 million people), those like Korea or Botswana that have grown out of the non-Industrial World but have yet to attain Industrial World living standards; those nations are omitted here.

Institutions a society's "habits of the heart."

Veblen defined institutions as established social practices, habits of thought, or form of organization.  

The World Development Report {2002} has an extended discussion of "institutions." [p6]

Just price a medieval belief that there was a correct price for goods and services that rewarded the craftsman properly and did not gouge the purchaser.  Since the just price did not respond to demand and supply nor credit improvements in technology, it did not provide all the information market-price does; neither did it help to manage the economic world as market-price does.

Laissez faire is the belief that governmental intervention into markets is usually detrimental.

Markets clear
is an assumption of neo-classical economics which contends that recessions will end in a reasonable time without governmental action; the neo-classical assumption is that prices in both goods and labor markets will respond to demand and supply.

Night soil is human waste, much more likely to be disease bearing than is animal manure.

Non-Industrial World 
Cf. Industrial World.  

This text uses "non-Industrial World" rather than the terms favored by the social encyclicals -- "Third World" or "developing nations."  With the demise of Communism there is no longer a "Second World."  The problem among developing nations is that most of them are not developing, at least not nearly fast enough.

Normative economics an economic description of how a society ought to function

Panel data for a set of selected subjects, a dependent variable and selected independent variables across time

Pareto optimality a condition in a society when no one can be made better-off without someone else being worse-off, each in her own estimation.  Pareto optimality is synonymous with economic efficiency.  Efforts to make this concept empirical have had little success.

Positive economics an economic description of how a society is, with no consideration of what it ought to be. Poverty can be "relative" or "absolute."  Absolute poverty is a lack of necessities for life -- for food, or shelter, or, in cold climates, for shelter.  Absolute poverty is unusual in the Industrial World.

Relative poverty is a lack of the same level of consumption as the people you see around you or on television or in other contacts.  Relative poverty is what is measured by governmental agencies.

Public choice is the branch of economics concerned with the study of non-market collective decision making, the application of political science to economics.  The goal of public choice is to develop ways of understanding how government works, enabling proposals to improve the efficiency of the public sector.

Rational maximizer an assumption that a consumer or firm will act in accord with its best interests, intelligently perceived  {{NOTE: Usually neo-classical economics has in mind short-run interests.}}

Textile manufacture the manufacture of cloth was the first important economic sector to be substantially impacted by the Industrial Revolution.

Vatican II was a Council of all the cardinals of the Roman Catholic Church called by Pope John XXIII to "throw open the windows of the Church."  Although probably not as fully implemented as Pope John XXIII intended, it led to a substantial modernization of Roman Catholic administration and liturgy.

Vested interests are established social forces which have the power to obstruct suggested changes intended to improve the material well-being of the whole society.  Cf. Distributional Coalition.  One often thinks of "Distributional Coalition" as representing organized vested interests.

For a description of Path Distribution cf. Appendix 7 of this text.

For a description of Prudent Economics cf. Appendix 8 of this text.
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� 


� Manski (2000) [p123]





# Terms with this indicator are defined in the Glossary.





� Marks [p127].  Robert Solow, who won the Nobel Prize for his work on economic growth, is unpersuaded by the implications of inter-national comparisons of material well-being and has said frequently: "it is too easy to pull out the plum you expected to find."





# Terms with this indicator are defined in the Glossary.





� Cf. Appendix 6 for a more extended discussion by Etzioni.





� The following short list originates with Adam Smith in the early chapters of his "An Inquiry into the Nature and Causes of the Wealth of Nations {1776}."





� Cf. Dornbusch





� These sophisticated models have the same limitations as the simpler models discussed earlier.  They are not then useless; conclusions based on them must have remembered the simplifications.





� Mancur Olson's "The Rise and Decline of Nations" New Haven: Yale University Press {1982} can be recommended as an elegant and readable introduction to aspects of Public Choice.   There is more about Public Choice later in this chapter.





� This is in his review of Mancur Olson's "The Rise and Decline of Nations" in the New York Times Book Review 21 November 1982.





� Begg [p6] The "last decade" would be the seventies; the book from which this is quoted was published in 1982.





� Begg [p5]





� In his "Struggling to Understand the Stock Market" in the American Economic Review {May 2001} [p1], Robert E. Hall reminds us that rational conclusions about the economic future need not be accurate.  He presents a neo-classical assessment of the performance of the stock market during the past 50 years arguing that its appraisals of the values of corporations have been rational.





� Buchanan [p21].  Cf. Appendix 2 of Chapter 5 for an adverse criticism by Amitai Etzioni on the grounds that Buchanan is counter-empirical.





� Buchannan [p95]





� There is a readable review of the current study of economic growth in "New Growth Theory" Journal of Economic Perspectives Winter 1994 vol 8, no. 1





� Cf. Chapter 10 for a more complete discussion of this point.





# Terms with this indicator are defined in the Glossary.





� Adam Smith's Wealth of Nations was written in 1776, a few months before the Declaration of Independence.  Alexis de Tocqueville published "Democracy in America" in 1833.  David Landes and Amatai Etzioni are contemporaries.  





� Victoria was the Queen of England from 1837 until 1901.





� A well-known economist, Deirdre McCloskey, has calculated that between 1820 and 1995 the per capita income in the United States increased by a factor of 17: in 1990 dollars the per capita income in 1820 was $1290; in 1995 it was $22,500.  Cf. American Scholar Spring 2001 [p144].





� James Watt's steam engine replaced earlier steam engines because it was so much more fuel efficient; earlier steam engines were used mostly to power pumps near coal mines where fuel was so cheap.





� Cf. Weber





� One source for this chapter is O'Brien.





# Terms with this indicator are defined in the Glossary.





� Misner describes the antecedents of Rerum Novarum.  Chapter 4 of Novak has an extended treatment.





� Often entitled "On the Condition of the Working Classes."





� Chapter 8 describes the influence of bishops like Cardinal Gibbons.  He and Msgr. John Ryan were close associates of Richard Ely, the organizer and first president of the American Economic Association.  





� This characterization of the early social encyclicals is from O'Brien and Shannon.





� Thomas Hobbes lived from 1588 - 1679, John Locke from 1632 until 1704.





� The earlier struggle with Eastern Christianity (dating from the eleventh century and earlier) is outside the scope of this text.





� There are serious historical claims that serfs in the Papal States had the worst living standards of any peasants in Europe.





� Joseph de Maistre, a determined advocate of papal absolutism, lived from 1754 - 1821.





� The solutions being proposed usually included an idealized life in agricultural villages.  As anyone can learn from a list of national GDP/capita, it is the case that GDP/capita declines as the portion of the population that is engaged in agriculture increases.  In Chapter 8 you will read about American exceptions to that nostalgia.  As before, Chapter 4 of Novak has an extended treatment.





� "catholic" in its first meaning -- "affecting what is universal in human interest."





� Henriot et al [p5]





# Terms with this indicator are defined in the appended Glossary.





� These quotes and data are from Ashton (1962) [p3].  Ashton is supported in the work of Phyllis Deane and W.A. Cole -- the primary reference for data on the Industrial Revolution.





� "Average income" can be a deceptive measure; median income is much better.  Unfortunately median incomes are not available for much of the non-Industrial World.





� Thomas Carlyle, English, and Alexis de Tocqueville, French, lived in the middle of the nineteenth century.  Hobson is a late nineteenth century economist.  Charles Booth, just below, was a wealthy ship owner who devoted much of his time to alleviating the condition of the poor.  His special interest was to document accurately just what that condition was.





� Divide 72 by the annual gain to learn how long it takes for a rate of increase to double the original population or capital.





� Support for the previous comments and quotations can be found in Himmelfarb's "Poverty and Compassion" Chapters 2 through 5.





� Larkin [p212]	





� ibid	[p227]





� Morrison [p483]





# Terms with this indicator are defined in the appended Glossary.





� Several front page articles in the New York Times starting on January 7, 1997 described the destitution characteristic of the non-Industrial World.  Nhem Yen is only a bit older than the women likely to be reading this text.





� World Development Report -- 2002, Table 7 page 233.  The data on infectious and malarial diseases are from the 1996 Report, not since repeated but unlikely to have changed much.





� As noted in the appended Glossary, there are also data in the World Development Report for "Upper Middle Income Nations" those like Korea or Botswana that have grown out of the non-Industrial World but have yet to attain Industrial World living standards.  Those nations are simply omitted from the contrasts made in this Chapter.





� Path Distribution would support the complexity claim; cf. Appendix 7





� Strictly Y is defined as "productivity" rather than GDP; measurement units for productivity are hard to find for societies.  Originally the Cobb-Douglas formula expressed Y, for firms, as output in product.





� Cf. Fagerberg pp 1147 - 75.  Fagerberg has an extended discussion of the failure of neo-classical growth theory and of the efforts to modify it to accord better with the evidence.  Folke Hilgerdt and Jonathon Hughes recognized especially early that neo-classical growth theory did not accord with the evidence; cf. Appendix 7.





� Economies of scale are generally now recognized as of great import for growth thus contradicting this assumption of neo-classical growth.





� Cf. Grossman, Pack, Romer, Solow





� Smith {1776} [p106]





� Grossman [p32]





� Romer [p21]





� Datta-Chaudhuri [p9 - 23]





� North {2000}





� "China seems to have ... long ago acquired the full complement of riches which is consistent with the nature of its laws and institutions.  But this complement may be much inferior to what, with other laws and institutions, the nature of its soil, climate, and situation might admit ... The poverty of the lower ranks of people in China far surpasses that of the most beggarly nations of Europe."  Smith {1776} [p106]





� Adam Smith was not the first to recognize the importance of "laws and institutions."  Charles Montesquieu had written "Why Rome Fell" in 1734.  His thesis was not popular with radicals who did not relish its emphasis on moral decay as the cause of national decline.  Against Individualism, it reduced the role of the individual replacing him with what Hegel was to call the Zeitgeist.  





� The support for institutions as the leading factor in exponential growth is not unanimous.  In "Productivity and American Leadership" William Baumol, Sue Anne Batey Blackman, and Edward N. Wolff believe that culture, though important, has been over-stated as a factor in growth.





� Aghion  [p1640]  





� Cf. Lebacqz {1986}





� The quote is from Plato's Republic.  Solomon [p500]





# Terms with this indicator are defined in the appended Glossary.





# Terms with this indicator are defined in the Glossary.





� Solomon  [p512]





� Cf. McCain {1994} for an especially complete presentation of Kant's impact on economists.





� Solomon [p455]





� Many agree with Kant.  C.S. Lewis makes the point for the validity of the Golden Rule that, although it is often violated in practice, no one admits to doing the opposite -- acting selfishly.  His "Mere Christianity" is a compelling argument to that effect.  The brief quoted phrases from Kant are copied from Solomon ibid.  [p457]





� Cf. Rawls {1971}





� Cf. Rawls {1971}





� There are many thoughtful essays in the economics literature contrasting Rawls and Nozick.  Cf. Canterbery {1978} for one example.





� Cf. Nozick





� Ronald Reagan was a Libertarian.  During his administration many in the Executive Department wore Adam Smith ties.  Adam Smith would have choked.  It requires the use of quotations wildly out of context to make a Libertarian of Adam Smith.


In her book (ibid.) Karen Lebacqz speaks of supporters of Nozick as "liberal."  She means liberal in the classic eighteenth or nineteenth century sense, NOT in the sense which today sees mainstream Democrats as liberal.  But Adam Smith, a "Lebacqz liberal," would never have supported Libertarianism.  Cf. Appendix 5 on Adam Smith.





� For example, a new nation struggling for freedom.  Nozick intends this whole discussion of "border crossings" as a metaphor for conflicts between  rights and "needed" social improvements.





� Since World War I the development of really new "inventions" -- those which, like computers, result in creating a new sector of the economy -- has been almost entirely the result of government financing.  Private enterprise has a wonderful record of development but cannot justify research -- most of which, after all, fails to produce a useful result.  


(The exception is the Bell Labs during the period when AT&T was a national monopoly and could add costs without reducing its regulated profit.  Since AT&T has become a competitive company, it is no longer the case that the Bell Labs are producing Nobel Prize winners.)





� The student should notice the challenge to Libertarianism here; Niebuhr's justice is antipodal to Nozick's.





� The quotes from Niebuhr are taken from Lebacqz ibid. [p89]


One might fairly claim that an advantage of Catholic Social Thought over Niebuhr's is that the former, at least recently, locates injustice in mankind's sinfulness rather than in capitalism


� Rawls' "veil of ignorance" is an effort to account for vested interests.  However, unlike Niebuhr, he expects to succeed not, as Niebuhr does, to fail.





� Four sources are used extensively -- 


  Etzioni, Amitai {1988}  


  Hausman, Daniel M. and Michael S. McPherson {1993}  


  McCain, Roger A. {1991}


  Smith, Adam {1776}





� Kant is a German philosopher {1724 - 1804} one of the large names in the history of philosophy.





� Cf. Button





� Etzioni is the author of a book, referenced above, which is still read as an insightful understanding of the relation of economics to ethics.  Appendix 6 summarizes part of it.


Herbert Simon won his Nobel principally for suggesting that it was usually not feasible to optimize; he proposed that we often must "satisfize."





� For "rational expectations" cf. Chapter 1.





# Terms with this indicator are defined in the Glossary.





� This section -- "Taking ethics seriously" -- draws extensively from Hausman {1993}.





� Smith believed that the market-place tended to vitiate those constraints.





� Cf. Lebaczq for a more extensive review.  Lebaczq is not so directly related to economics as the Hausman essay.





� New York Times 14 June 2002 by Paul Krugman [p





� "When Hobbes was asked why he contributed to a beggar, and was this not due to Christ's commandment, he responded that he did so 'with the sole intent of relieving his own misery at the sight of the beggar.'"	Etzioni [p51]





� Buchanan and Tullock probably have done well to remind the public that political actors are human, therefore sinful and self-interested.  Nonetheless it does seem to be true that government attracts many for whom self-interest is a smaller motive than is usual in the profit sector.  Buchanan may overstate his case.





� Who in society is to be "happy" remains a question.  Cf. Chapter 5.  





� George Moore was an English philosopher early in the twentieth century.





� Appendix 8





� Etzioni [p136]





� The English title of Rerum Novarum is usually given as "The Condition of Labor."  





# Terms with this indicator are defined in the Glossary.





� Henriot [p33]





� Notice here that John Calvin and his followers would not have agreed that divine grace is extended equally to all.  As we learned in Chapter 5, Robert Nozick would not agree that the common good is the goal of a society.





� Many mainstream economists do not agree that the Keynesian rejection of market clearing is responsible for the markedly reduced severity of recessions since Keynes.  However, governments since have all acted as if Keynes were correct and have usually moved to stimulate demand when faced with economic downturns.  The economic context in which the social encyclicals have been written, after 1936, is Keynesian.





� Many mainstream economists, neo-classical or not, find Part II of the encyclical somewhat uninformed about the functioning of the economy in the Industrial World.





� Many historians write of Thomas' Scholasticism as passe` in the early fifteenth century.  But Pope Leo XIII had made it the "official" philosophy of the Roman Catholic Church in an 1878 encyclical.





� Novak is more critical of Pope Paul VI than the preceding paragraph, kinder to previous popes, and an admirer of Paul's successor, Pope John Paul II.  Novak Chapter 7.





� Reinhold Niebuhr had similar "left-wing hopes" early in his career; later he came to believe that greed and avarice were sins no more likely in capitalistic societies than in others.





� "Development of Peoples" [P9]





� "Development of Peoples" [P30]





� Novak [p134 - 136]  Novak would not agree that Pope Paul VI discusses Liberalism in "today's terms."  He sees Paul as failing to understand the contribution made by capitalism.  





� That is, of course, a failure of many essays, including those by economists, but the latter will be corrected in academic journals out of the public view.  A pope will have publicly visible antagonists waiting to publicize every flaw.





� Simonds induced Ehrlich into a wager.  Ehrlich was to choose any five raw materials that he thought were becoming more costly.  Symonds wagered that each would be cheaper in ten years.  Symonds was right on each resource chosen by Ehrlich and, by terms of the wager, Ehrlich paid Symonds the reduction in cost for a previously agreed quantity of $200 the resource.





� Russia was to overthrow its Czarist rule in 1917 and become, for a few months, a nascent democracy.  Lenin overthrew that democratic government and established the U.S.S.R and the Marxist dictatorship that lasted until the end of the twentieth century.





� This front page article by Peter Steinfels is in the New York Times for May 3, 1991.





� Those would be the years of Pope Paul VI's more "left-wing" social encyclicals.





� In June 1791, the King of France was captured trying to flee France; he was later to be executed.





� Only during Vatican II -- in the 1960's -- was democracy accepted by the Vatican as a suitable form of government.





� Meanwhile, see the comments on Page 25 of this text paraphrased from "Roman Catholic Social Teaching" by David J. O'Brien and Thomas A. Shannon {1992} Maryknoll, N.Y. Orbis Books.  





� Gustavo Gutierrez's book "A Theology of Liberation" often regarded as the initial presentation of Liberation Theology was written in 1971.





� Later in this chapter, Peter Steinfels quotes from Rerum Novarum in direct contradiction to this claim.





� "The Intellectual Climate Before and After Rerum Novarum" {1991} Review of Social Economy Winter 1991 v XLIX n 4 pp 434 - 531





� ibid [p475]





� Many historians write of Thomism as having been passe` by the early fifteenth century.





� Novak  Chapter 4.  Much more has been made of the failure of the Vatican to understand liberalism; that is relevant but requires too large a historical context to be included in this text.  Novak covers the subject well.





� "The Intellectual Climate Before and After Rerum Novarum" {1991} Review of Social Economy Winter 1991 v XLIX n 4 [p470]





� ibid [p460]  Paul Misner





� ibid [p473]  A.M.C. Waterman


Remember Thomas Carlyle's question. "Why then if conditions were better than they had been before, did they seem worse? ... Why was poverty being 'rediscovered' at just the time the poor were becoming less poor ... ."  Return to Chapter 3 for a discussion of the paradox that it is when the public is freed from destitution that it becomes aware of its relative poverty.





� ibid [p477]  A.M.C. Waterman





� ibid [p462]  Paul Misner





� All of the quotes in this section, the effect of Rerum Novarum, are from Peter Steinfels article in the New York Times for 8 June 1991 [p10]; much of the remainder of the section is paraphrased from that article.





� Waterman describes "Libertas" as "the most carefully worked out and certainly the most important document of {Leo's} pontificate."  "The Intellectual Climate Before and After Rerum Novarum" {1991} Review of Social Economy Winter 1991 v XLIX n 4 [p475]  


Leo presented it in a "theoretical framework that was coherent and rigorous when judged by the best standards of the age.  It is impossible to overrate his achievement."  ibid. [p476]





� Cf. previous footnote references in this chapter for the full titles of these two works.





� ibid [p515]  Leo V. Ryan.  The quotes in this section are from Ryan's article and many of the comments are paraphrased from it.





� By 1880 there were 6 million Catholics; the number doubled by 1900.  ibid. [p517]  Leo V. Ryan





� ibid. [p516] Ryan quoted from Robert T. Handy  


Notice how antithetical this optimistic view of Christian objectives is from Reinhold Niebuhr's.  (Niebuhr's original interest arose in the Social Gospel movement.}





� ibid. [p523] Leo V. Ryan





� ibid. [p528] Leo V. Ryan quoting Charles Curran





� ibid.  [p511]  Fritz Mueller





� David J. O'Brien [p24]





� U.S. Catholic Bishops (1998) "Economic Justice for All" U.S. Catholic Conference: Washington D.C.





� This is by no means solely a Catholic concern.  Samuel Johnson {1709 - 1784} wrote: "The first test of a civilization is a decent provision for its poor."





� Most of the Bishops' Letter is carried forward without modification from 1986 to 1996.  This section, however, is a current (1996) statement.  The data quoted are from the Statistical Abstracts of the United States.  





� To be noted here is the call to "good stewardship and personal responsibility."  Those were cited in Chapter 4 as the reason Christianity was so central to the unique economic growth of the European society.





� In Chapter 10 we will see that "full employment" is another phrase of the bishops that cannot be quantified.  There are substantial empirical conflicts about the definition of "poverty."  That does not mean both are not desirable goals for our society.





� That loss and concentration result because the larger farms, more efficient, produce cheaper food.  Again, the Bishops' Letter does not intend to balance the disadvantages of higher cost of food against the loss of family farms.  It is calling for a shared Christian concern for the farm families.





� It is probably the case that the "minority" has created more of the world's wealth than it uses; it is the non-Industrial World which may use more wealth than it creates. That is of no interest to the bishops.





� Reinhold Niebuhr would disagree strongly.  He did not, as the bishops do, expect social harmony.





# Terms with this indicator are defined in the Glossary.





� [P12]  "The pastoral letter is not a blueprint for the American economy.  It does not embrace any particular theory of how the economy works, nor does it attempt to resolve the disputes between different schools of economic thought."  Instead it presents basic moral principles.





� The bishops have a footnote reference here to the literature.  A number of books and articles are listed as supportive.





� Only about a fifth of those taxpayers qualified for the exemptions Congress added; for that fraction, their marginal tax rate declined.


Some income taxes result from capital gains, especially for high income earners.  Different arguments apply to capital gains taxes than to income taxes.  Chapter 10 will argue that marginal tax rates have no effect on the productivity of high income earners; those arguments are intended to apply to income not capital gains.





� Cf. Stevens {2002} for a careful empirical evaluation of the Act on poor children.





� {{NOTE: There is a continuing struggle in Congress over the subsidy of very large farms.  The data in the Bishops' Letter may be obsolete but the problem is much the same.}}





� {{NOTE:  The concern of the bishops throughout section C about the small farmer does not properly represent farmers as businessmen in a competitive market-place, which they also are.  But it does represent the bishops' concern throughout their Letter, often Christian love rather than justice strictly defined.}}





� The Bishops' Letter explicitly removes itself from intra-Industrial World problems.





� The Bishops' Letter adopts this language from papal encyclicals; cf. their footnote 98.





� The examples within {{ }} are not in the Bishops' Letter but do accord with their viewpoint.





� There have recently been sharp criticisms of those institutions by others than the bishops.  Particularly, Joseph Steiglitz -- the most recent winner of the economics Nobel -- has been critical.


From another view, many have noticed how profoundly corrupt some of the poorest nations are and how little of what is lent goes to the affected poor.  Much of it is simply stolen by the despots who rule such countries.





� Again this is a comment that needed to be updated by 1996.  The huge increase in the Federal debt resulting from the policies of President Reagan in the 1980's had been replaced in the 1990's by the fiscal prudence of President Clinton's administration.  Until the tax cuts with which President Bush opened his administration, it appeared that the budget might be in surplus long enough to reduce the federal debt substantially.  The bishops' comment may again be relevant.





� One call in the Bishops' Letter for a less skewed income distribution is in Chapter II b -- Justice and participation, especially Paragraph 76.





� {{NOTE: in the United States our work force is divided into "exempt" and "non-exempt" employees.  Non-exempt workers are paid wages -- $/hour.  Exempt employees are those in professional or supervisory jobs, jobs occupied in our day principally by college graduates.  Exempt employees are not paid by the hour and they are not covered by this legislation.}}





� Price corrected, in 1999 $6.33 would be about $9.63, about $19,000/year; the minimum wage of $3.35 would be about $5.09, a bit more than $10,000/year.





� Borjas is quoting Brown et al {1982}





� {{NOTE: This is to be directly contradicted below by Card et al.}}





# Terms with this indicator are defined in the Glossary.





� Kosters {1996} Chapter 3





� {{NOTE: The "clear evidence" quoted is from Brown.  Brown's work is cited and contradicted by Card et al.  However, there are empirical challenges to Card's work.}}





� That 1977 conclusion is confirmed by a later study which found a 1% reduction for  10% increase in the minimum wage (Neumark [p76]).





� Kosters [p106]





� Kosters {1996} Chapter 4.  Cf. also Wellington [p27 -46]





� Weil [p47 - 74]





� Zavodny {1998} offers a theoretical model to explain the lack of impact by the minimum wage on employment.





� Parkin {1996}  [p456]





� Wall Street Journal March 26, 1997





� But not invariably; cf. Showalter





� Slemrod {2000} [p221]





� ibid. Taber "Commentary on {Moffitt and Wilhelm} [p238]





� ibid. [p235]





� New York Times Magazine 20 April 1997.  Samuelson [p43] has similar comments.





� Both the Penney comment -- by Mil Batten -- and the comment by Feldstein were in private conversations with John Connor.





� Temple [p114]





� Cf. Chapter 9.





� Aghion  [p1615]  Also cf. Chapter 4.





� Chang  [p2]





� Paraphrased from Aghion





� Cf. Maddison.





� Chang  [p8]





� Globalization {2002}.  Notice that this is a claim about absolute not relative poverty.





� There is no consensus in the United States on this question for its own education.





� Glewwe [p465].  This in a literature review Dr. Glewwe did of education in the non-Industrial World.





� Temple [p139]





� Cf. Chapter 12 for more on Stiglitz.





� David Ricardo lived from 1772 until 1823.





�  Cf. Appendix 1.





� Eberstadt: the Sen quote is on Page 196, this quote on Page 195.





� Ehrlich [p1]





� Cf. Fritz Fanon and V.Y.Mudimbe in Appendix 7 of this text.





� Read Fanon and Mudimbe in appendix 7.  The appeal of the "habits of the heart" from one's own tradition is remarkably powerful; Fanon and Mudimbe describe just how powerful it is -- and how large an impediment it can be to progress for one's society.





� "Economic Justice for All" [p63]





� Globalization [p25].  The trade data following are from the same source.





� Globalization [p26] from an unpublished paper by Lindert and Williamson





� Maddison [p22]





� Wall Street Journal 27 June 2002 [p1]





� Cf. Globalization [p35] for the table from which this is abstracted. 


The claim that there are 24 "globalizing nations" needs definition.  There are two lists, each with 24 nations -- Table 1 for increased dollar trade, Table 2 for reductions in tariffs.  Only 7 nations -- Argentina, Bangladesh, Brazil, China, Colombia, Domenica, and India -- appear on both lists.  


Dr. Ximena Clark of the World Bank provided (by personal contact) a list of non-globalizers -- 55 nations.  Her list of globalizers was nearly the same as Table 1; Haiti was excluded and there were 23 "globalizers."


 


� In the United States there can be an additional burden on manufacturing so that being more efficient does not suffice to make its goods competitive.  In Europe health care in usually a governmental responsibility.  In the United States firms are sometimes burdened with very high costs for the medical care of pensioners from previous years when there were many more employees.





� Cf. Stiglitz.  (In his animadversions of Rubin and Summers, Stiglitz might be ignoring political factors which motivated them to actions they wished not to take.  That is outside the scope of this text.)





� This quote is from Paragraph 27 of the Bishops' Letter.  Quotes from that letter which follow may be identified in the preceding Chapter 9.





# Terms with this indicator are defined in the Glossary





� Cf. Sen in Chapter 11





� Samuel Johnson in the eighteenth century: "The first test of a civilization is a decent provision for its poor."





� Centesimus Annus [P35]





� "Economic Justice for All" [p1]





# Terms with this indicator are defined in the appended Glossary.





� World Development Report -- 2002, Table 7 page 233.  





� The Bishops' Letter adopts this language from papal encyclicals; cf. their footnote 98.





� Cf. Chapter 4 for this reference and the remarks by Bernard Lewis.





� Henriot [p22]





� This is especially reminiscent of Niebuhr.





� Chapter 9 notices those errors.





� However, it is also the case that, during this period, there was a large increase in illegitimate births and a general decline in the quality of family life.  Some ascribe those pathologies to the "War on Poverty."  (During the 90's there was a modest decline in those pathologies.)





� Cf. Focus {2002} vol 22 no. 1 for a thorough evaluation of TANF.





� Persky, pp95 - 108.  This summary of an article by Joseph Persky is provided as a precis of economic thought at the time of Rerum Novarum.  A few comments, noted, are not from Persky.





� He predicted, in 1901, that "marginal utility ... has reached its high water mark."





� George Stigler and Paul Samuelson are among contemporary economists who believe that Clark was, unaware, defending the status quo.





� "using the ... State to guarantee the economy's progress and fairness ... " contradicts the last of Rudiger Dornbusch's features of neo-classical economics as does Persky's view of State guarantees.  


The contradiction is an ordinary difficulty in economics





� Easterlin





# Terms with this indicator are defined in the Glossary





� {{NOTE: In neo-classical economics a society's institutions do not affect its productivity and free trade should eliminate the advantages natural resources might provide.  Thus, in time, all societies should reach the same state of material well-being. As Easterlin's article avers, that has not been happening.}}





� Easterlin's article attests that most people in all societies are less destitute than they were in 1800.  Traditional societies have lost ground relatively because the Industrial World has advanced so much faster.  Table 3 in Easterlin, [p11] presents the data on sub-Saharan Africa which has not had much economic growth.


{{NOTE: Since "GDP" includes only marketed goods and services, calculating it for the non-Industrial World can be misleading.  In the non-Industrial World many goods and services do not move through markets but are both produced and used within a household.  A consequence is that GDP substantially underestimates the "income" of a non-Industrial World villager.  All the food consumed, most of the shelter occupied, and a considerable part of the clothing worn would have been produced by the villager not purchased for money.  Only the "money-economy" is part of the calculation of GDP.}}





� Wayne Nafziger offers the comments in the preceding three paragraphs.   [p10 et seq.]


Nafziger's source is the United Nations' Economic Commission for Africa.  OPEC countries are those which produce crude oil; many of them are Moslem nations, Saudi Arabia, or nations ruled by Moslems, such as Nigeria.  This comment is in Nafziger [p21]





� In the United States we frequently have campaigns about the low wages paid in the non-Industrial World and low they are -- for the Industrial World.  In the non-Industrial World wages paid by international corporations are usually generous by local standards.





� Much of this appendix is paraphrased from the early pages of "How the West Grew Rich" by Nathan Rosenberg and L.E. Birdzell.  Occasional page references to that book are included.





� Adam Smith also recognized that.





� A standard date for the beginning of the Renaissance is 1350, simultaneous with the onset of the Black Death.  Petrarch and Boccacio were in the prime of their careers.  


The path to material well-being twists.





# Terms with this indicator are defined in the Glossary





� Marx lived in England after 1851 for 30 years and failed to notice that capitalism was doing exactly what he said it would not; Engels was more observant.





� Proponents of Path Distribution recognize the importance of geography.  However, they think that much more than geography is needed to account for the chasm of material well being.  There is a currently widely-read book by the sociobiologist Jared Diamond "Guns, Germs, and Steel" that makes much more of geography than does Path Distribution.





� The authors have in mind here that an innovator will usually have spent considerable effort and time on her innovation.  If she is not assured that success will bring rewards, she is unlikely to spend the time or make the effort.





� Rosenberg {1981} Other religions than Christianity celebrate harmony with nature rather than a struggle to "use nature" to improve the material condition of society.





� These three concluding paragraphs do not derive from Rosenberg but accord with his view.





� Lewis {2001} [p224]





� This is suggested as a possibility; it is not a prediction.





� Landes, David S. {1998} "The Wealth and Poverty of Nations" New York City, N.Y.: W.W.Norton & Co.





� Landes, David S. {1969} "The Unbound Prometheus: Technological Change and Industrial Development in Western Europe from 1750 to the Present" Cambridge, Cambridge University Press 





� Landes offers a sophisticated understanding of the myths of Prometheus and Daedelus and Pandora's Box which is outside our scope.  Cf. [p555] in "The Unbound Prometheus"





# Terms with this indicator are defined in the appended Glossary.





� Cf. Appendix 8 [p109] for support from Fanon and Mudimbe on how arduous it usually is to change the "habits of the heart" of a society no matter how munificently the society might benefit in the long-run.





� Europeans learned about windmills in Persia during the Crusades, twelfth century.  They modified them, making the blades vertical to the ground rather than horizontal as the Persians had them.  Persians saw the more efficient windmills in Holland but introduced no change in Persia.





� Notice how long these effects take: the first clocks appear late in the thirteenth century in Italy and England; the Industrial Revolution, so dependent on timekeeping, is about half a millennium in the future.





� Cf. Bobrick, Benson {2001} "Wide as the Waters" New York New York:  Simon & Shuster.  


Wycliff, whose life preceded the invention of printing, made the first translation of the Bible into English.  He was hounded by the Roman Catholic hierarchy.  


Tyndale was born in 1495 after the invention of printing.  Much of his translation into English was carried forward into the King James Bible.  It was printed in Europe.  The Roman Catholic hierarchy apprehended him there (in Antwerp) in 1536 and burnt him at the stake.





� Rosenberg and Birdzell have called our attention to the need to explain why Africa and the Near East -- both users of slave labor more extensively and for longer than Europe and the United States -- are so poor if slavery accounts for the wealth of the Industrial World





� Page 190 has a list.  Page 217 has a list of what is needed if a society is to develop.





� Water driven spindles came into use from 1770 to 1780; steam driven spindles began to be used widely about 1820.





� E. A. Wrigley would add the shift from an organic-based mode of production (e.g., burning wood for energy) to a mineral-based mode of production (e.g., burning coal).  E. A. Wrigley  





� [p222]  Marquis de Biencourt, a nineteenth century observer: "The English have the wit to make things for people rather than the rich ... "





� Arthur Young was an eighteenth century traveller.





� Adam Smith averred that moral constraints on behavior were essential to a successful market-oriented society.





� Smith, Adam {1759 1976} "The Theory of Moral Sentiments" Indianapolis: Liberty Fund


All the other page references are to Smith's "An Inquiry into the Nature and Causes of the Wealth of Nations" {1776 1976} Chicago: Chicago University Press





� Smith is discussing the effect of the discovery of America on its indigenous population.





� That is quoted from the review of a book; its source in Smith was not given.  The book is "The Invisible Heart" by Nancy Folbre.  It was reviewed in the New York Times on July 1, 2001 [p10]





� Amitai Etzioni  {1988}





� Notice that "political economy" is Adam Smith's phrase also.





� Milton Friedman {1953}





� Adam Smith was a Deist, not a Christian but the Scottish Enlightenment retained the Christian view of the nature of man.





� A meta-preference is a preference about preferences: I ought to like vegetables so I will buy them although I prefer potato chips.





� Advocates of Public Choice are usually neo-classical; cf. Chapter 1.  At least some of their "positions" cannot be supported by politicians because they are too unpopular, requiring the ordinary citizen to be more responsible than she is willing to be.


There is a sense in which Public Choice accepts the strictures of Niebuhr about sin but rejects Niebuhr's understanding of man's glory.





� Etzioni [p59-60]





� The adverse criticisms of Public Choice in this chapter are Etzioni's.  Chapter 1 of this text has other anomalies of Public Choice claims.





� Etzioni quotes [p250] from a high school text. 





� The first periodicals in Chinese printed in China were provided by the British in the early nineteenth century.





� Collins [p174]  Fritz Fanon was an radical African nationalist.





� Mudimbe [p211]  Mudimbe is an African historian.  





� Collins [p173]





� Quotes from Hughes are on pages 5, 6, and 7.





� ibid [p9]





� At the time Keynes wrote, Hitler was a "madman in authority."  The "academic scribblers" Keynes had in mind were the nineteenth century German philosophers so intent on Germanic superiority.  Wagner's "Ring" operas reflect their view.





� A useful reference on this weakness is Williamson.





� Adam Smith vol. I [p522]





� Cf. Max Weber





� Appendix 6 of this text has a summary of Etzioni's viewpoint.
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