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Can this market be saved?

f anything good comes out of the
current economic crisis, it might be
a more urgent discussion of moral-
ity in the marketplace, theologian
and economist Daniel Finn says.
Finn, a professor at St. John’s Uni-
versity in Collegeville, Minnesota and
president of the Society of Christian
Ethics, has attended separate meet-
ings of theologians and economists on
back-to-back weekends for 30 years.
This incongruous experience has
left him with a goal. “I've constantly
been struck by how differently people
think about these issues,” Finn says.
“Both within economics and Christian
ethics, people on the left and right T
often don't talk to each other. They b
just think the other side is wrong.” i
Finn wants to bring all sides to the
same table to discuss morality’s role in
the market. Even in exclusively Catho-
lic circles, though, solutions won’t
be easy to come by. “You shouldn't
say, ‘What’s Catholic social teaching’s
recipe for fixing this crisis?’ There
are several options within the gen-
eral Catholic frame,” says Finn, who
also co-directs The True Wealth of Nations
research project studying the relation of
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A Catholic view of the market just may be what's needed
to rescue our economy from its moral recession.

The editors interview Daniel Finn

What brought about the current economic crisis?

There are several contributing causes, but the reigning philos-
ophy that led to this crisis is the ideology of the free market. It
says that people know their own interests better than anyone
else and therefore are the best situated to act on those interests
and decide what risks they’re going to take.

Housing was a big part of the problem. Interest rates on
mortgages were lowered so low-income families could afford
to own a house, but many middle-income individuals also
bought a second or third house to rent out. Everyone expected
home values to keep rising. Even if a family fell on hard times,
they could always sell the home for a profit, though now this
is no longer the case.

At the same time, new financial instruments were
invented that gave investors more confidence to take financial
risks. The investments weren’t based on real underlying assets
like homes or factories but were derived from other financial
instruments, hence the name derivative.

These new instruments were not subject to the usual
financial regulation, and they got so complicated that nobody
really knew what would happen if investments on which they
were based were to fail.

London’s Financial Times estimates there were $3 trillion
to $4 trillion worth of bonds with real assets behind them and
between $30 and $50 trillion worth of these derived instru-
ments. So when something went wrong in the world of real
assets, such as people being unable to keep up their mortgage
payments, the effect in the financial markets was magnified
by 10. That’s what has made the current crisis so catastrophic.

How does Catholicism respond to free-market philosophy?
One of the biggest things Catholicism says about the economy
is that it should be oriented toward the common good. Virgil
Michel, a long-deceased Benedictine who taught at St. John’s
University, had one of the best definitions of the common
good. He said it had two aspects: the common conditions of
social life and the attainment of the good life by all.

Common conditions are the things that we all depend on
but that no one person generates: schools, museums, parks,
police forces, peace, and so forth. The good life means that
there should be a minimum quality of life for everyone. It

doesn’t mean economic equality, but it does mean nobody can
be left out. If you want plastic surgery and can afford it, I'm
not going to stop you, but first everyone else has to have basic
health and dental care.

For The True Wealth of Nations research project I co-
direct, we've made the bold statement that if a country were
to implement what Catholic social thought recommends,
it would be on the path to sustainable prosperity for all. In
essence that’s the Catholic view of where we have to be going.

Our current system has been devised without much con-
cern for the common good or with the naive presumption
that a free market would somehow serve the common good,
but it doesn’t work that way. When you leave economic life to
the free market, some people get left out. Our culture’s views
of the market and of the human person are quite constrictive.

How so?

Economists understand the human person as a rational indi-

vidual trying to maximize his or her own interests. You have

certain things you enjoy and value in life, and everything you
do is to obtain those goals.

This model was thought to be accurate back in the 1830s.
Psychologists have dismissed it for 140 years, but it has been
kept in economics for mathematical reasons. It is useful
within limits, but it doesn’t explain everything.

Economists have used this model to explain the actions
of both a felon stealing from folks in Calcutta and Mother
Teresa helping them. She had a different set of interests, but
according to an economic perspective, they both were pursu-
ing their self-interest. In a moral conversation, however, you
want to distinguish between Mother Teresa and the thief.

There has been a disciplinary decision in economics to
avoid moral judgments. I think this perspective has an impact
on how businesspeople, politicians, and ordinary people
think about the world.

What might be a better point of view?

The Catholic point of view says that even though markets
are essential, individuals don’t operate just to maximize their
own personal well-being. The point of economics, like every-
thing in life, is to serve a higher goal. That goal is ultimately
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union with God. There ought to be an
orderliness to our economic decisions,
our consumption decisions, and our
institutional decisions that brings us
closer to God, or we're going in the
wrong direction.

What would an economy based on
Catholic social teaching look like?
Stefano Zamagni, an Italian econo-
mist, has researched the history of
markets. He proposes that the Francis-
cans of the 13th, 14th, and 15th centu-
ries set up the basic institutions of the
market (such as banks and corpora-
tions), but it was what he calls a “civil
market,” where the common good was
vibrant. You didn’t press for the best
possible deal or charge the highest pos-
sible price; you negotiated a fair price.
According to this analysis, our
problem today is not that we have mar-

For a thnving economy,
people need to be far more
honest, industrious,
truthful, generous, and
kind than the law could

ever require.

kets, but that we have the capitalist ver-
sion of markets. He calls for creating a
civil market for the 21st century.

Was a “civil market” possible
because markets back then were
smaller?
There were some sizable cities in the
13th century, but nothing like today.
Most people lived in a much smaller
context and knew each other.
Economies of scale are efficient.
The best way to produce chairs is not
for one guy in his workshop to do it all;
it’s for factories to produce them. So
we move into larger cities, and all of a
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sudden we don’t know each other like
we used to.

It’s hard to take a step that’s going
to harm others when you know them.
Psychic distance is much greater these
days. It’s easier to consume something
made unjustly 10,000 miles away or
decide to close down the factory when
you've never met any of the workers.

Can we create a just market?

I've found that we approach this ques-
tion the wrong way. We usually ask,
“Are markets just?” The problem is that
nobody judges a market all by itself.
Everybody judges the market within its
ecology.

‘What do you mean by “ecology”?

All markets exist in some context, what
I have called their moral ecology. There
are four parts to it.

First is the construction
of markets. Markets cannot
exist without laws that forbid
certain abusive activities.
But within the rules of the
market, you are legally free
to make whatever deals you
wish, based on whatever val-
ues or goals you have.

Every nation has a mar-
ket—even the old Soviet
Union had one, though the
government had many restrictions
on what Russians could do with their
rubles. No market is completely free
either. Libertarians often say they want
a “free” market, but they still want the
government to prohibit abuses such as
murder, force, and fraud.

The second component of the
moral ecology of markets is the provi-
sion of essential goods and services.
These are the things that should be
guaranteed to everyone, even to those
who cannot afford to pay for them.

The third component is individual
and group morality. Law can forbid
the worst abuses, but for a thriving

economy, people need to be far more
honest, industrious, truthful, gener-
ous, and kind than the law could ever
require. Many corporations spend
large sums of money to develop a
“corporate culture,” encouraging such
traits.

The last component is civil soci-
ety—groups larger than the family but
smaller than the government: religious
organizations, unions, political parties,
chambers of commerce, non-govern-
mental agencies, the press, and so on.
They help hold the government and
market accountable.

We take civil society for granted
in the United States, but it is especially
important for development in Third
World countries. From a Catholic
point of view, people join such groups
in order to work for the common good
of the community and not only for
their own self-interest.

What does Catholic social teaching
have to say about these components
of the market?

The principles are general ones. They
do not tell Congress or individual citi-
zens exactly what to do, but they are
still helpful. Catholic concepts such as
solidarity and subsidiarity are good
examples.

Solidarity requires actions and pol-
icies that benefit the poor and all who
need assistance. For example, it was
wrong for last year’s government stim-
ulus checks to go to taxpayers but not
to those too poor to pay taxes. Not only
are the poor worthy of our help, but
they spend all their income and would
have spent all their stimulus check.
Most folks saved some of the check, so
it stimulated the economy less than if
the poor had gotten the money.

Subsidiarity requires that problems
be addressed at the lowest organiza-
tional level possible. For example, local
communities control public schools.
We move to larger organizations and



higher levels of
government when
necessary, such

as to establish
national anti-
discrimination
laws when some states refused to grant
equal status to African Americans.

Such teaching excludes both state
control and free-market economics.
But because it is a set of general prin-
ciples, Catholic social teaching needs
to be interpreted and applied to par-
ticular situations.

That’s going to mean disagreement
among sincere Catholics about issues
such as environmental laws or what
kind of bailout the government should
initiate in the current financial crisis.

What essential goods does Catholic
social teaching say we should have?
The church says we have economic
rights, including the right to food,
housing, health care, and education.
Health care is a good example because
it’s basic to human dignity, and we’re
the only industrialized country that
doesn’t provide it to everyone.

The talk of rights, an invention of
the modern world, works well with
the Catholic point of view. Pope John
Paul IT explained our rights using what
he called “the universal destination of
goods.”

This comes from Thomas Aquinas’
doctrine of property, which says that
God’s intention in creating the goods
of the earth was to meet everybody’s
needs. If I own things, 'm not the
absolute owner. If I have more than I
need and you have less than you need,
I have an obligation to share from my
surplus to help meet your needs.

Rights are claims. The right to food
means a starving person has a claim on
my food. The Catholic Church adopted
this language, even though we realize
rights are rooted in God’s work, your
dignity as an individual person, and

God's intention in creating
the goods of the earth was to
meet everybody’s needs.

the nature of the goods.

Obviously many secular people
don’t have God in this at all. Somehow
they think we just have rights because
we have rights.

How can people access their right to
food, shelter, and so on?
There’s no one answer about how—
whether it’s through the government,
Catholic Charities, or family support.
In an agricultural economy, people
needed access to land to meet their
human needs. Now the ordinary way
to meet your needs is to get a job, get
paid, go to your local grocery store,
and buy what you need. The same
doctrine of the earth meeting human
needs leads to what the popes have
called the right to employment. If you
aren’t employed, you don’t have access
to the goods of the earth.

Is it possible for everyone to be
employed?

Free market supporters worry that

the right to employment means the
government should hire everybody.
The church is not saying this but that
everyone needs and deserves a job in a
market society. That’s very difficult to
implement.

Government policies should favor
employment rather than discourage it,
but you have to be careful there. Tech-
nological change sometimes costs jobs,
but in the long run it raises prosperity
and creates jobs.

Another concern is even if a person
is employed, do they earn enough to
support themselves and their family?

Can’t we just legislate a just wage?
Part of the simplicity of the just wage

theory was the presumption that all
families had one earner and that the
worker’s spouse was at home taking
care of the kids. Today, should some-
one who is supporting a spouse get
paid more than a similar worker whose
spouse also works?

The just wage and laws to make
markets more humane also were pos-
sible when there was not much inter-
national competition. Countries with
lower wage, labor, and environmental
standards can produce goods more
cheaply than we can. To insist that
everybody is paid $11.50 or $13.50 an
hour may doom a corporation.

In a market economy, we have to
find new ways to implement the values
protected by the just wage doctrine.

What effect do an individual’s moral
choices have on the economy?

To their credit neo-conservatives such
as theologian Michael Novak talk a lot
about individual morality, which often
gets overlooked as one element that can
make a just market.

But they too often say that personal
morality is the answer. You can’t ignore
the other three components of a moral
economy. If you don’t talk about all
four parts of the economy, you don’t
even understand your own position.

Isn’t the idea that individuals could
be virtuous all the time opposed to a
Catholic worldview?

All of human life is touched by sin; the
Catholic approach is not to withdraw
from a sinful world but to work to
transform it.

Wealth itself is not evil, as long as
it is directed to our higher goal of life
with others and God. Pope John Paul
IT’s 1991 encyclical Centesimus Annus
on the 100th anniversary of the first
social encyclical, Rerum Novarum
(On the Rights and Duties of Capital
and Labor), analyzed and encouraged
wealth creation.
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Catholic charities struggle to help families meet basic needs.

‘empty street’ because every single house on it is

foreclosed,” says Gregory Kepferle, CEO of Catholic
Charities in California’s Santa Clara County. Kepferle reports
that his office is seeing an increase in demand for services
from rental assistance to homeless shelters, though San Jose
has fared better than other California cities.

The economic crisis is taxing both low-income families
and the Catholic groups that support them.
“We are our brothers’ keeper, and we are
affected by what happens in our commu-
nity,” says Kathy Saile, director of domestic
social development for the U.S. Conference
of Catholic Bishops. Those who stand to
lose out the most, Saile says, are low-
income and single-parent families.

The USCCB has supported measures
to alleviate the strain on those living pay-
check to paycheck, including an extension | 1
of unemployment benefits and an increase
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in funding for food stamps and energy
assistance programs. The bishops also have
called for stronger protection for people
who rely on subprime loans, for those who
are susceptible to predatory lending prac-
tices, and for renters who lose their homes
when banks foreclose on their landlords’ properties.

PICO National Network, a group of faith-based organiza-
tions, is working to stop preventable foreclosures through
the political process and through renegotiating mortgages.
At an event launching the campaign hosted by Holy Rosary
Catholic Church in Antioch, California, homeowners facing
foreclosure learned about their options from bank repre-
sentatives. The group wants banks to be required to rewrite
loans, allowing families to stay in their homes.

Catholic Charities U.S.A. has seen an enormous increase
in the use of its services, according to a survey of 44 local
offices released last November. Seventy percent of the
offices reported an increase in demand for rent or mortgage
assistance. Most also saw an increase in requests for tem-
porary housing, utility assistance, and housing counseling.
Ninety-one percent reported an increase in the working poor
seeking assistance, while 52 percent reported an increase in
middle-class clients.

The most troubling part of the housing crisis, Kepferle
says, is that the increased demand for these services is com-
ing from families. In San Jose rental prices are increasing as
people lose their homes, and overcrowding is common.

The USCCB is committed to the long-range goal of “cre-
ating...affordable housing so that families can have a safe
decent place to live that's in a community,” Saile says.

The USCCB's lobbying efforts in the past year included
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Religious groups want banks to renegotiate
mortgages to prevent foreclosure and keep
people in their homes.

support for the bill creating a National Housing Trust Fund,
passed in July 2008. The fund, available in 2010, is the first
to secure a source of reliable long-term financial support for
the construction and restoration of low-income housing.

Still, funding for organizations serving the poor is thin.
Local Catholic Charities offices reported decreased state
funding, private donations, foundation and corporate grants,
as well as losses of investment revenue.

Mercy Housing, a national
Catholic organization dedi-
cated to creating low-income
housing with support services
for residents, also reports that
funding is down. “Our ability
to continue to develop afford-
able housing is going to be
limited,” says Chief Financial
Officer Vince Dodds.

As foreclosures increase,
more people are turning
to organizations like Mercy
Housing for a place to live,
Dodds says. “Demand is
going to go up and supply is
constrained.”

the Nashville resident is buying her first home. “I didn't
think it was something | would be able to do."

Moreland's case represents a catch-22 of the current
housing crisis. A glut of unsold homes has driven down prices
to within reach of low-income buyers, though the resultant
credit crunch has made it tough to obtain a mortgage.

Eddie Latimer, a former chaplain and CEO of Affordable
Housing Resources, Inc., condemns risky lending practices
that propelled low- and no-income buyers into houses they
couldn't afford. But he also says there are good programs
across the country that help worthy low-income buyers.

Moreland’s fixed 30-year mortgage, obtained from the
Tennessee Housing Development Agency, required her to
take a home-buyer education course. If people have never
lived in a house they or their parents owned, Latimer says,
they simply need to learn how to care for and financially
manage a home.

Most loan programs for low-income homebuyers also
require folks to have some money for a down payment and a
decent level of credit. Such programs are targeted to people
of a specific income level buying a modest first home.

“It's not a big house. It's not a fancy house,” Moreland
says. “I'm an artist who chased that dream my whole life.”
But now, she says, “I want something that’s mine.”

—Matt Bigelow and Megan Sweas

Keilia Jo Moreland, 58, earns less than $30,000 a year, but
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The neo-conservatives are right
that too many people talk about re-
distributing wealth with no attention
to the work of creating it, whether by
ordinary laborers or by entrepreneurs.

These Catholics also do a great
service to claim that businesses and
Catholics who run them ought to be
much more attentive to morality. How
do you treat your workers? What do
you do during a recession?

There’s a firm in Minneapolis
that doesn’t lay off its workers dur-
ing a recession but instead cuts back
everybody’s hours, including white col-
lar workers. Everyone gets paid less but
all keep their jobs. That is a dramatic
example, but there are a lot of respon-
sible ways of running a business.

Can we blame the current crisis on
greed?

I think we have to be very careful not
to say that self-interest itself is wrong.
It’s not always against the common
good. The fact that somebody gets out
of bed early in the morning and goes
to work every day of the week to send
their kids to school is, in a sense, the
self-interest of the parents. Or some-
body in the slums of Rio de Janeiro
starts a little business, sells a service to
the poor, and hires two people. Neither
of these is bad.

But greed is going over the line
and trying to seek more for yourself
than you ought to, and there is a lot
of greed in the economy. The problem
we face as a culture and as a church is
that greed is seen as legitimate. It’s the
false invisible-hand story—that self-
interest and even greed will automati-
cally contribute to the common good.

Where do you draw the line? What
we're finding now is that even free
marketers are more likely to want some
government regulation to prevent these
terrible catastrophes from happening.
We may now see that derivatives will
be regulated and made less attractive.

What can Catholics do to make the
market more just?

Individuals are responsible for living
their own lives more responsibly. I
encourage my students to think about
what they are going to do with their
lives, what kind of career they are aim-
ing for. How do you live your faith in
your work? How can you set an exam-
ple for others?

We all have opportunities to work
with local community organizations to
make the world a bit more just.

Of course there are the consump-
tion decisions we make. Do we really
need all this stuff we buy? How much
do we contribute to good causes?

I once had a professor who con-
tributed to some worthwhile cause an
amount equal to the cost of every vaca-
tion he and his wife took. There’s no
one answer that fits everyone or every
situation, but each of us needs to find
some way to live responsibly.

What would our lives look like if we
lived in a society that is shaped by
Catholic social teaching?

It wouldn’t be completely different,
but there would be things that we
could count on that we can’t count

on now. We could live with assurance
that everyone, including the poor and
unemployed, has health care, and that
poor kids’ schools were as good as
wealthy kids’ schools.

I think it would really make a dif-
ference for our own spirituality. We’d
understand ourselves in this broader
context of the economy as a whole, as
well as in our personal relationships
with family, friends, community, and
God. All those relationships, even the
personal ones, would be enriched by
knowing we're not complicit in an
unjust system.

Still, no matter how far we get we’re
never going to reach the kingdom on

earth. USC
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