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Many things, having full reference

To one consent, may work contrariously;

As many arrows, loosed several ways,

Fly to one mark; as many ways meet in one town;

As many fresh streams meet in one salt sea;

As many lines close in the dial’s center;

So may a thousand actions, once afoot,

End in one purpose, and be all well borne

Without defeat.

—King Henry V, act I, sc. 2
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FOREWORD

The many favourable comments that I have read about this book made me apprehensive in case, in having committed myself to writing this Foreword, I would be falling out of step. This was not a fear that I might be critical of its contents, but that I might have to conclude that yet another book about capitalism, however authoritative, might be one too many. It was soon apparent to me that I did not need to worry. Michael Novak has written a testament for capitalism which it would be hard to emulate and, in doing so, has clearly demonstrated that the economic benefits of capitalism need not be bought at the cost of adherence to spiritual values. The Spirit of Democratic Capitalism is more than an intellectual tour de force embracing deep understanding of political economy and theology. It is a personal but not an egocentric account of how the author has come to reject the socialist teachings which have encumbered the political philosophy of theologians for whom he has clearly a profound respect.

Two particular aspects of the work have struck me forcibly. The familiar Polish joke that ‘Capitalism is the exploitation of man by man, whereas Socialism is the opposite’, however much it amuses us, misleads us into believing that we are contrasting two political systems imposed from above. That may be true of socialism, which entails a large measure of state control and consequently compulsion exercised by the few over the many. It is not true of democratic capitalism. Democratic capitalism rests on the supposition that public enforcement of virtue is neither desirable nor possible. Diffused power and liberty of conscience may be conferred in a capitalist system on mean-minded individuals with what David Hume called ‘a narrowness of soul’, but as Novak points out: “it is the structure of business activities, and not the intentions of businessmen, that are favourable to rule by law, to liberty, to habits of regularity and moderation, to a healthy realism and to demonstrated social progress-demonstrably more favourable than the structures of churchly, aristocratic, or military activities”. In contrast, as Novak tellingly demonstrates, high-minded socialism can hardly be morally acceptable if it embodies unworkable ideals, and once it allows itself to be judged by realistic criteria, it has no special standing as a moral force. One need hardly add that the ‘realistic criteria’ have recently passed a severe judgement on socialism as an economic system!

The second aspect of Novak’s work of commanding interest is his account of his growing intellectual challenge to the political ideas of his Catholic mentors. It is a common experience to begin one’s political education as a socialist. In my own case I fell under the spell of the socialist preacher, Dr George Macleod, founder of the Iona Community at whose instigation I worked for a short time in the slums of London-now Lord Macleod of Fuinary, and over 90, he is still a joy to listen to! This was before I studied economics and political philosophy in earnest. I have had many companions on the road to reason. Novak has had a much harder road to follow and his intellectual odyssey has taken him in a radically different direction from so many prominent churchmen. We owe a great deal to both his intellectual prowess and courage, not only in his original approach to clarifying the spiritual basis of capitalism but also in making us much more fully aware of the poverty of the economic thinking of influential ‘liberation’ theologians.

I do much less than justice to the work by emphasising its intellectual quality. No words of mine can convey the author’s intense belief in human kind. Let him have the last word: ‘under an appropriate system of checks and balances, the vast majority of human beings will respond to daily challenges with decency, generosity, common sense, and, on occasion, moral heroism’.

Alan Peacock
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Introduction: Capitalism,
Socialism, and Religion—An
Inquiry into the Spiritual
Wealth of Nations

Of all the systems of political economy which have shaped our history, none has so revolutionized ordinary expectations of human life—lengthened the life span, made the elimination of poverty and famine thinkable, enlarged the range of human choice—as democratic capitalism. Recall the societies of the Roman Empire and Carolingian period. Contemplate the Catholic and Protestant powers of the seventeenth century, colonial and mercantilist. Examine the many forms of socialism in the present day. Each of these systems of political economy has had its theological admirers. Yet no theologian, Christian or Jewish, has yet assessed the theological significance of democratic capitalism. Consider, by contrast, the importance Marx and Engels attached to the capitalist revolution:

The bourgeoisie, during its rule of scarce one hundred years, has created more massive and more colossal productive forces than have all preceding generations together. Subjection of Nature’s forces to man, machinery, application of chemistry to industry and agriculture, steam-navigation, railways, electric telegraphs, clearing of whole continents for cultivation, canalization of rivers, whole populations conjured out of the ground—what earlier century had even a presentiment that such productive forces slumbered in the lap of social labor?1

This book, then, is about the life of the spirit which makes democratic capitalism possible. It is about its theological presuppositions, values, and systemic intentions.

What do I mean by “democratic capitalism”? I mean three systems in one: a predominantly market economy; a polity respectful of the rights of the individual to life, liberty, and the pursuit of happiness; and a system of cultural institutions moved by ideals of liberty and justice for all. In short, three dynamic and converging systems functioning as one: a democratic polity, an economy based on markets and incentives, and a moral-cultural system which is pluralistic and, in the largest sense, liberal. Social systems like those of the United States, West Germany, and Japan (with perhaps a score of others among the world’s nations) illustrate the type.

The premise of this book may startle some. In the conventional view, the link between a democratic political system and a market economy is merely an accident of history. My argument is that the link is stronger: political democracy is compatible in practice only with a market economy. In turn, both systems nourish and are best nourished by a pluralistic liberal culture. It is important to give attention to all three systems. The full implications of a system which is threefold, rather than unitary, are developed through all the pages of this book.

To begin with, modern democracy and modern capitalism proceed from identical historical impulses. These impulses had moral form before institutions were invented to realize them; they aimed (1) to limit the power of the state, in defense against tyranny and stagnation; and (2) to liberate the energies of individuals and independently organized communities. Such impulses gave birth to modern European cities, whose first citizens took as their battle cry “City air makes men free.”2 Such citizens sought liberation from the crippling taxation, heavy bureaucracy, and dreary regulations of state and church. The moral vision of such citizens demanded forms of self-government in “city republics” and “free cities.” It led them to cherish economies based upon free markets, incentives, and contracts. Gradually, such citizens developed polities based upon covenants, suffrage, the separation of powers, and the declaration of individual rights. The two revolutions—political and economic—in practice, but also in theory, nourished each other.3 Karl Marx recognized this link in his term of contempt: “bourgeois democracy,” he called it. Both spring from the same logic, the same moral principles, the same nest of cultural values, institutions, and presuppositions.

While bastard forms of capitalism do seem able for a time to endure without democracy, the natural logic of capitalism leads to democracy.4 For economic liberties without political liberties are inherently unstable. Citizens economically free soon demand political freedoms. Thus dictatorships or monarchies which permit some freedoms to the market have a tendency to evolve into political democracies, as has happened in recent years in Greece, Portugal, Spain, and other nations. On the other side, the state which does not recognize limits to its power in the economic sphere inevitably destroys liberties in the political sphere. There are, as yet, no instances of dictatorial socialist states becoming democratic (although in 1981 one watched Poland with fascination). Democratic states which are sometimes described as socialist (Sweden, Israel, West Germany) invariably retain large components of private property, markets, and incentives.

Another point must be noted. Democratic polities depend upon the reality of economic growth. No traditional society, no socialist society—indeed, no society in history—has ever produced strict equality among individuals or classes. Real differences in talent, aspiration, and application inexorably individuate humans. Given the diversity and liberty of human life, no fair and free system can possibly guarantee equal outcomes. A democratic system depends for its legitimacy, therefore, not upon equal results but upon a sense of equal opportunity. Such legitimacy flows from the belief of all individuals that they can better their condition. This belief can be realized only under conditions of economic growth. Liberty requires expanse and openness.

In addition, liberty also requires social mobility. While statistical differences between strata necessarily remain, individuals must be free to rise from one level to another. Many move from poverty to reasonable economic sufficiency; some move to wealth. Others move up and down in many ways over a lifetime. A graduate student may be classified as “poor” on a graduate student’s income, and again after retirement, yet in between may have high status and high income.

The reality of economic growth breaks one vicious circle; social mobility for individuals breaks another. The same democracy which without growth manifests self-destructive tendencies, leads to “balkanization,” and inspires factional struggle acquires under conditions of growth a peaceable, generous character and is buoyant and expectant in each of its parts. It yields freedom to dream and realistic fulfillment of dreams. In the trap of a zero-sum economy, the Hobbesian “war of all against all” makes democracy come to seem unworkable. Liberated by economic growth, democracy wins common consent.

Not only do the logic of democracy and the logic of the market economy strengthen one another. Both also require a special moral-cultural base. Without certain moral and cultural presuppositions about the nature of individuals and their communities, about liberty and sin, about the changeability of history, about work and savings, about self-restraint and mutual cooperation, neither democracy nor capitalism can be made to work. Under some moral-cultural conditions, they are simply unachievable.

“Democratic capitalism” is a complex concept, depending in theory and in practice upon a threefold system. In its complexity, democratic capitalism is unlike both the historical societies which preceded it and the collectivized planned society that some wish to build in the future. Many who cherish it sense but cannot state the source of its originality.

1 The Historical Achievements of Democratic Capitalism

Consider the world at the beginning of the democratic capitalist era. The watershed year was 1776. Almost simultaneously, Adam Smith published An Inquiry into the Nature and Causes of the Wealth of Nations and the first democratic capitalist republic came into existence in the United States. Until that time, the classical pattern of political economy was mercantilist. Famines ravaged the civilized world on the average once a generation.5 Plagues seized scores of thousands. In the 1780s, four-fifths of French families devoted 90 percent of their incomes simply to buying bread—only bread—to stay alive. Life expectancy in 1795 in France was 27.3 years for women and 23.4 for men. In the year 1800, in the whole of Germany fewer than a thousand people had incomes as high as $1,000.6

“The poor you will always have with you,” Christ tells us. At the beginning of the nineteenth century who could doubt it? Travelers from Europe, inured to homegrown poverty, were appalled by the still more unspeakable conditions they found in Africa and Asia. In most places, elementary hygiene seemed unknown. In Africa, the wheel had never been invented. Medical practice in vast stretches of the world was incantatory. Illiteracy was virtually universal. Most of the planet was unmapped. Hardly any of the world’s cities had plumbing systems. Potable water was mostly unavailable. Ignorance was so extreme that most humans did not know that unclean water spreads disease. Except in Adam Smith’s book, the concept of development did not exist. In 1800, a judgment like that of Ecclesiastes, “There is nothing new under the sun,” blanketed a mostly torpid world.

In 1800, popular self-government was uncommon. Democracies (notably Great Britain and the United States) were few. Nearly all states were authoritarian. In most regions, economic enterprises stagnated. In 1800, there were more private business corporations in the infant United States (population: four million) than in all of Europe combined.7 Liberty of religion and speech was rare. In most cultures, absolute rulers reigned simultaneously over political, economic, and moral-cultural matters. In such a world, in most places, traditional Christianity and Judaism lived under severe constraints.

The invention of the market economy in Great Britain and the United States more profoundly revolutionized the world between 1800 and the present than any other single force. After five millennia of blundering, human beings finally figured out how wealth may be produced in a sustained, systematic way. In Great Britain, real wages doubled between 1800 and 1850, and doubled again between 1850 and 1900. Since the population of Great Britain quadrupled in size, this represented a 1600 percent increase within one century.8 The gains in liberty of personal choice—in a more varied diet, new beverages, new skills, new vocations—increased accordingly.9

The churches did not understand the new economics. Officially and through the theologians, they often regarded “the new spirit of capitalism” as materialistic, secular, and dangerous to religion, as in many respects—being in and of the world—it was. They often protested the rising spirit of individualism. They seldom grasped the new forms of cooperation indispensable to the new economics. They tried to douse the new fire.

Pope Pius XI said that the tragedy of the nineteenth century was the loss of the working classes to the church.10 An even deeper tragedy lay in the failure of the church to understand the moral-cultural roots of the new economics. Standing outside, it did not infuse. Attached to the past, the church did not leaven the new order with the same combination of critical distance and sympathetic hope with which it had inspired the feudal order, the guilds, and the civic life of medieval Europe.

Yet the possibilities of the new order are manifold. Theology is sustained reflection upon God and his dealings with the human race: logos and theos, systematic inquiry about God. Judaism and Christianity are distinctive among the world religions because they understand salvation as a vocation in history. It is the religious task of Jews and Christians to change the world as well as to purify their own souls; to build up “the Kingdom of God” in their own hearts and through the work of their hands. At several points, Old and New Testaments alike name Jahweh “Providence,” the Provider, and speak in metaphor of “the economy of salvation.” Both Jews and Christians are pilgrim peoples. Both in their long history have experienced many different forms of political economy. Both see their religious task as working in and through the institutions of this world. It is the vocation of laypersons, in particular, to fire the iron of politics, economics, and culture to Jahweh’s vision.

The Lord of History is purposive. Through his word, human existence aspires upward. Robert Nisbet in his brilliant History of the Idea of Progress (1980) shows, against J. B. Bury, that the sense of a future different from the past was crucial to Judaic and Christian theology.11 Religions like Judaism and Christianity require “historical consciousness,” for they are going somewhere, being narrative religions which live by memory and hope. The tentative efforts of the last fifteen years to bring theology to “political consciousness” may yield too much to Marx but do, at least, show concern for shaping history. St. Augustine wrestled to make the City of God discernible in the City of Man. Aquinas attended carefully to the rule of princes, natural law, and civic virtue. Sophistication about history and politics avails little today, however, without sophistication about economics. Yet in no major sphere of life have the traditions of theology fallen further behind. For many centuries, of course, there was no science of economics and no sustained economic growth. So the lack was hardly felt. Today it is a scandal.

2 From Practice to Theory

For two centuries, democratic capitalism has been more a matter of practice than of theory. This practicality has been deliberate. After the divisiveness and bitterness of the religious wars of the seventeenth century, writers like Montesquieu, Smith, and Madison wished to avoid theological disputes. They were eager to describe methods of collaboration which would not entail prior metaphysical agreement. They wished to construct a pluralistic system open to persons of all faiths and visions. Furthermore, their specific genius lay in the practical order. They sought as much as possible to invent methods of compromise and adjustment. They wanted the “new order” they envisaged to grow by experience, by concrete collaboration, and by trial and error. They wrote constantly of their project as “an experiment.” Eagerly they referred one another to obscure accounts of practical experiments which one or another came upon in dusty libraries. They were a new breed: philosophers of practice. The system they championed quite naturally rewarded practitioners more than theoreticians. Two centuries later, Jacques Maritain could still write:

You are advancing in the night, bearing torches toward which mankind would be glad to turn; but you leave them enveloped in the fog of a merely experiential approach and mere practical conceptualization, with no universal ideas to communicate. For lack of an adequate ideology, your lights cannot be seen.12

For many generations, the practical superiority of democratic capitalism was as evident as the commercial proverb “Build a better mousetrap and the world will beat a path to your door.” The superiority of practical men to theoretical men seemed verified by history. But there is another proverb, equally potent: “Without vision, the people perish.” Furthermore, in a world of instantaneous, universal mass communications, the balance of power has now shifted. Ideas, always a part of reality, have today acquired power greater than that of reality. One of the most astonishing characteristics of our age is that ideas, even false and unworkable ideas, even ideas which are no longer believed in by their official guardians, rule the affairs of men and run roughshod over stubborn facts. Ideas of enormous destructiveness, cruelty, and impracticality retain the allegiance of elites that benefit from them. The empirical record seems not to jut through into consciousness to break their spell. The class of persons who earn their livelihood from the making of ideas and symbols seems both unusually bewitched by falsehoods and absurdities and uniquely empowered to impose them upon hapless individuals. (Cf. Chapter IX.)

In previous generations, taking its spiritual inheritance for granted, democratic capitalism felt no acute need for a theory about itself. It did not seem to need a moral theory, a theory about the life of the spirit, since it—erroneously—relied upon its own moral-cultural leaders to maintain one. The age of such innocence has long since passed. The glaring inadequacies of actual socialist societies do not seem to discourage newborn socialists. Entire nations, like Gadarene herds, cast themselves over the precipice. Within democratic capitalist societies as well, humans do not live by bread alone. Inattention to theory weakens the life of the spirit and injures the capacity of the young to dream of noble purposes. Irving Kristol in Two Cheers for Capitalism describes a moral vision “desperately needed by the spiritually impoverished civilization that we have constructed on what once seemed to be sturdy bourgeois foundations.” He discerns the loss suffered by “a capitalist, republican community, with shared values and a quite unambiguous claim to the title of a just order” when it does not rethink its spiritual foundations and is thoughtlessly “severed from its moral moorings.”13

The first of all moral obligations is to think clearly. Societies are not like the weather, merely given, since human beings are responsible for their form. Social forms are constructs of the human spirit.

Is there, then, a form for political economy most consonant with Judaic tradition and the Christian gospels? In Integral Humanism (1936), Jacques Maritain tried to express such a “proximate ideal,” not yet realized by any human society and yet within the reach of human achievement. In other books, he tried to elucidate its presuppositions and its principles. Most astonishingly of all, in Reflections on America (1958), written after his firsthand experience of the United States, he admitted, to his own surprise, that the actual form of American society closely resembled the proximate ideal he had sketched in Integral Humanism, far more so than he had anticipated.14 His chapter on the American economic system is especially important. Maritain saw the need for a new theory about the American system, but never gave sustained reflection to it himself. Neither has any other philosopher or theologian. John Courtney Murray, S.J., assayed the political system in We Hold These Truths (1960). Walter Lippmann tried to fill the gap with The Public Philosophy (1955). Reinhold Niebuhr in The Irony of American History (1952) and in other books also blazed a trail across deserts and mountains, but stopped short of the vision.15

Such books give me confidence that my own intuitions have not been eccentric. No society in the long history of the Jewish and Christian people owes more than our own to the inspiration of Jewish, Christian, and humanistic traditions. By no means is the political economy of the United States to be identified with the Kingdom of God, which transcends any historical political economy. It is not the “City of God.” The transcendent religious commitments of Jews and Christians call us beyond the status quo, are always a source of judgment upon the status quo, and demand ever more profound reforms. Indeed, they transcend any conceivable achievement of reform and place all of history, even the most perfect form of human life, under the judgment of God.

Still, it is surprising that the authoritative documents of the Roman Catholic church, including the encyclicals of recent popes, proceed as if democratic capitalism did not exist. Few references to societies of the American type occur in papal documents; for the most part, these are terse, pejorative, and inaccurate. As Father Joseph Gremillion points out in The Gospel of Peace and Justice, a compendium of recent papal teaching on political economy, the horizon of Catholic teaching on the subject seems to have been bounded by a geographical quadrangle enclosed by Paris, Brussels, Munich, and Milan.16 It is altogether surprising, moreover, that American theological scholars have given so little sustained reflection to the American experience. Father Arthur McGovern, S.J., has lavished more systematic attention on Marxism, in Marxism: An American Christian Perspective, than any Jesuit (or any other American Catholic) has yet given to the distinctive theory and practice of the American form of political economy. The record of Protestant theology—notably in official statements on political economy by the World Council of Churches and the National Council of Churches—is not better and in some ways worse.17

Not long ago, the United States was a colony of Europe’s greatest power. Not long ago, it was trapped in the same immemorial poverty and underdevelopment as other nations. At its founding, it was at least as poor as the colonies of Spain in Latin America. These two Americas, North and South, equally colonies and equally underdeveloped, were founded upon two radically different ideas of political economy. The one attempted to recreate the political-economic structure of feudal and mercantilist Spain. The other attempted to establish a novus ordo seclorum, a new order, around ideas never before realized in human history. One would expect Christian theologians to have had a special interest in the outcome of these two experiments in the New World, since both were attempting to realize contrasting Christian ideas. It is astonishing to find, instead, theological silence.18 My aim is to break that silence.

It seems important to state clearly why I have broken with the tradition of Christian socialism in which I was reared. For many of my adult years I thought of myself as a democratic socialist and allied myself with democratic socialist writers. What happened to make me break from this tradition? Nothing spectacular happened, but observation of human affairs and more intense reflection on economic matters gradually persuaded me that I could not, despite the will to do so, remain a socialist, even a “democratic socialist.” On the other hand, one of my recent books involved me in a study of the beginnings of the United Mine Workers during the massacre of strikers in Lattimer, Pennsylvania, in 1897.19 How could I think kindly of capitalism and corporations? A few words of autobiography—typical, I think, for many religious persons—may be in order.

For many years, I studied to become a Catholic priest, and later, as I continued my studies in the history and philosophy of religion as a layman, the specialty I loved most and paid most attention to was “the social teachings of the churches.” The general scheme under which I learned to think of the modern era was “secularization.” Many of the architects of democracy, capitalism, and moral-cultural pluralism considered organized religion—especially the Roman Catholic Church and the Church of England—as central pillars of the ancient establishment whose yoke they must throw off. On the Continent, both anti-clericalism and hostility to traditional religion were common. In Anglo-Saxon lands, the assault on religion tended, by contrast, to be against its “establishment” but not against religion in itself. Reading this history, no one can fail to note the conflict between traditional Catholicism and modernity. From very early days, it seemed to me that this conflict had been unnecessary and was based on serious misunderstandings. I took delight in the efforts of many to show how democracy and respect for natural human rights belonged to the authentic Catholic tradition. I welcomed the attempts of the Catholic church to “modernize” itself. I wrote one book about the need of the Catholic church to come to terms with the specifically American Catholic experience, and another, The Open Church, about the aggiornamento then taking place within the Catholic church during the Second Vatican Council (1961–65).20

Nonetheless, welcoming democracy and pluralism, I still judged capitalism harshly. For me as for the younger Maritain, capitalism remained something of a dirty word. The ancient and medieval tradition had not known capitalism. Unlike democracy and pluralism, it seemed less than spiritual, less than communal, and—more strongly—disruptive of community and tradition. My family heritage sprang from tiny farms on the hilltops of eastern Slovakia and, in America, in the smaller industrial towns of Pennsylvania and Connecticut. I identified with the sense of community of the European villages and the familial neighborhoods of my youth, and with “labor” rather than with “capital.” In those days, capital had an ethnic and religious connotation as well as an economic one. Capitalists seemed almost always to be Protestants, either Calvinist or Episcopalian.

As I read the European Catholic intellectuals of the last two centuries—Lamennais, de Maistre, Chesterton, Belloc, Scheler, Marcel, and many others—I was won over by the contrast they drew between British (Protestant) philosophy and Catholic philosophy. On the one side, they and I lined up individualism, utilitarianism, pragmatism; on the other side, personalism, community, “solidarism.” The underlying images in this literature contrasted the machines, slums, alienation, competition, and loneliness of modern secular man with the orderly, communal, holistic life of the Catholic past and (romantic) future. The thinkers of “the Catholic Renascence”21 were not, however, solely nostalgic; many of them tried to imagine a new “third way” between capitalism and socialism. To “Protestant” conceptions of individualism they contrasted Catholic “personalism.” To the pervasive materialism of modern life they contrasted a liturgical life of poverty of spirit and social action. Reinhold Niebuhr once wrote that what he most admired about the Catholic intellectual tradition was its constant emphasis upon the social nature of humans.22 On the other hand, the popes from Leo XIII through Pius XII had also strenuously condemned the false beliefs of socialism and state tyranny.

In analyzing my own imagination at that time, I see how it was formed by a large component of nostalgia for the medieval village. This was the ground both of its ideal of community and of its revulsion against the democratic capitalist “lack” of community. Further, there was a Platonic or mildly Hegelian layer in my imagination, by which I tried to think of humanity as a “Mystical Body,” somehow organically united as the human body is united. Writers who stressed “corporatism,” “solidarism,” or even non-atheistic forms of “socialism,” therefore, struck my imagination as more in tune with the reality of life. When in college I first began to read English writers like Hobbes, Locke, and Mill, and American writers like James, Peirce, and Dewey, I experienced their underlying images as alien and offensive. Their talk of (as it seemed to me) atomic individuals forming “contracts” and “compacts,” and their way of thinking in a narrowly empirical, pragmatic way, seemed to me not only foreign but spiritually wrong. My own sense of myself was familial, a member of a people whose history was hundreds of years old and stretching out into the unseen future. I did not experience myself as a lonely individual looking for a social contract. I had been born into several overlapping communities.

In these respects, I found the European critique of British individualism and contract theory quite attractive. The writings of the Continental phenomenologists and existentialists—not only Emmanuel Mounier, who had most influence upon Catholics of my generation, but even Scheler, Sartre, Camus, and Merleau-Ponty—seemed far closer to the inner reality of freedom and spiritual risk. Furthermore, I read most deeply of all in the writings of St. Thomas Aquinas and his modern interpreters like Gilson and Maritain. My favorite book was Aristotle’s Nicomachean Ethics and the Commentary of St. Thomas Aquinas on it. They wrote of “distributive justice.” They had little to say about the justice of producing wealth and creating economic development (possibilities which simply did not arise during their eras). The center of gravity of my education was Catholic Europe. Democratic capitalism lay largely outside this circle, as did the Anglo-American tradition. It may seem odd to say so, but as an American Catholic I was to discover Anglo-American intellectual life as an outsider.

There are three specific reasons why this is so. In the long Catholic ages, Catholic thought was fashioned to deal with a static world. It was, properly, fascinated by distributive ethics; it ignored questions of production. Secondly, its attitudes toward money were based on premodern realities. It did not understand the creativity and productivity of wisely invested capital. Thirdly, it took justifiable pride in the sense of community it succeeded in inspiring even within the rather inhospitable world of feudalism. Its satisfaction with the organic sensibility of medieval society and with its sense of the order of being and the hierarchical society allowed it to overlook the structures of domination inherent in feudal relations. It has ever since tended to idealize the corporate community of the medieval guilds, villages, estates, and courts, while discounting their grievous human costs. It had been, at times, so identified with the ancien regime that it came to resist the social revolutions of modernity, and perhaps particularly the liberal revolution effected in Great Britain, the United States, and a few other places. It has tended, particularly because of the Vatican’s location within Italy, and also because of the great strength of still largely feudal societies in the Latin world, the Austro-Hungarian Empire, and Ireland, to rest uncomfortably in the past with only a tenuous connection to liberal societies. In a word, it has stood outside of and has, I think, misread the liberal democratic capitalist revolution.

Maritain once wrote, citing Aristotle, that a man cannot write well about ethics until he is at least fifty. Reading that at twenty-two, I faced a problem: What to do till age fifty? I decided to do what Maritain and Aristotle had done in their youth: to learn about one sphere of human action after another. In my case, this meant exercises in fiction, writing for television, and journalism but, above all, studies of the church, politics, ethnicity, the United States presidency, sports, and labor unions. I saved economics, the most complex, until last. The more I learned, the more I had to change my earlier views. If a neo-conservative is a liberal who has been mugged by reality, I do not quite qualify. The ideals of socialism began to fail me, it is true. More significant, I discovered spiritual resources in democratic capitalism I had long repressed in myself. To praise capitalism violates taboos. Well, intellectuals are supposed to question everything. The more I questioned, the more original the structure of democratic capitalism seemed to me, and the more I came to value it for what it is. Meanwhile, many of my Catholic friends were moving in exactly the opposite direction. Radicalized by the Vietnam War, they were drawn to Marxian analysis and to socialist ideals.

Father Arthur McGovern, S.J., accounts for the recent upsurge in the attraction of Marxism among American Catholic intellectuals in this way:

. . . many Christians are deeply troubled by conditions in the world, by the vast gap between wealthy, affluent peoples and desperately poor ones, by vast expenditures on military weapons and luxury goods while basic human needs go unmet, by the growing power of giant corporations, and by a culture that undermines Christian values and true human needs.23

These sentiments move me as well. Yet if one keeps uppermost in mind the material needs of the poor, the hungry, and the oppressed, rather than one’s own state of feelings, one asks: What is the most effective, practical way of raising the wealth of nations? What causes wealth? I have come to think that the dream of democratic socialism is inferior to the dream of democratic capitalism, and that the latter’s superiority in actual practice is undeniable.

Democratic socialism now seems to me incoherent. It is consistent with democracy only where large components of democratic capitalism remain. The issue of planning, as such, no longer divides democratic socialists from democratic capitalists. To plan ahead is human, and political agents as well as economic agents must do so. The debate is, first, about the nature of the state (the limits of politics) and, second, about the degree of independence best left to economic agents. Many democratic socialists have joined democratic capitalists in criticism of centralized, bureaucratic state planning. What, then, is the new democratic socialist theory of the state? If an economy is planned—coercively—it cannot be democratic. If it is democratic, fashioned by local communities, it cannot be centrally planned. It will look a lot like a democratic capitalist economy.

Democratic socialists are eloquent about visions of virtue. Yet they seem to me nostalgic and wistful about political and economic institutions. As mine once were, their images of the participatory future are drawn from the town meetings of the eighteenth century, and their images of community are based on early village life. They are hostile to capitalism, but vague about future economic growth. Their strength lies in the moral-cultural system, their weakness in political and especially in economic analysis. Moreover, this weakness no longer seems to be merely innocent; it seems to be an unwitting precursor of tyranny. Their measures invariably enlarge state power. To regard the future as a warm, mothering presence up ahead, and to regard a dreamy socialism as beneficial and humane, is to ignore dozens of historical examples. The record of existing socialisms is plain, and so is the prognosis of future socialisms. Whatever the high intentions of its partisans, the structures they build by their actions promise to increase poverty and to legitimate tyranny.

One point remains to be stressed. Democratic capitalism, young as it is, has changed often. In trying to understand our present system, I have not tried to revise the entire tradition of historians of capitalism, nearly all of whom have been at least mildly anti-capitalist. A critical look at this tradition is badly needed.24 The informing prejudices most of us inherit with our education are transparent. John Locke once wrote that the inventors of new economic processes and products—quinine, for example—were greater benefactors of humankind than earlier givers of charity.25 There is a crying need for a more just inspection of those the humanists have, with barely concealed venom, attacked as “robber barons.” Even the mine owners who played such an unsavory role at Lattimer Mines must, in all justice, be given credit for the inventive genius which opened new worlds to those they “exploited.” No elite on earth has been without its victims, but not all have equally liberated and enriched the many. Fair and exact judgment has scarcely been rendered.

My own aim, however, has been to leave such questions aside. I am not trying to reinterpret the past but to understand the present. More precisely, I am trying to understand within the present those institutional ideals and systemic sources by which a better future may be shaped. If it suits the reader to suppose that the conventional picture of the exploitation of the poor by the captains of industry is a fair picture, about which they have no nagging questions, so be it. I keep my skepticism about conventional historical accounts to myself. My own attention is directed to the future.

This book, like its subject, is divided into three parts. In Part One, I try to put into words the structural dynamic beliefs which suffuse democratic capitalism: its Geist, its living spirit. In Part Two, I examine briefly what is left of the socialist idea today, so as to glimpse, as if in a mirror, a view of democratic capitalism by contrast. In Part Three, I try to supply at least the beginnings of a religious perspective on democratic capitalism. In large measure, I must here deal with rival theological approaches, again for the sake of contrast. I would like to persuade many religious persons, of my own faith and others, that a fair examination of the American system of political economy provides wisdom of great value to the future of the Jewish, Christian, and perhaps other religious peoples.

Democratic capitalism is neither the Kingdom of God nor with out sin. Yet all other known systems of political economy are worse. Such hope as we have for alleviating poverty and for removing oppressive tyranny—perhaps our last, best hope—lies in this much despised system. A never-ending stream of immigrants and refugees seeks out this system. Peoples who imitate this system in faraway places seem to do better than peoples who don’t. Why can’t we put into words what attracts and what works?

Through the lonely pioneering work of John Courtney Murray, S.J., the experience of religious liberty under democratic capitalism finally, after so much resistance, enriched the patrimony of the Catholic church. So also, I hope, arguments in favor of “the natural system of liberty” will one day enrich the church’s conception of political economy.

The world as Adam faced it after the Garden of Eden left humankind in misery and hunger for millennia. Now that the secrets of sustained material progress have been decoded, the responsibility for reducing misery and hunger is no longer God’s but ours.
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One

The Ideal
of Democratic
Capitalism

The purpose of Part One is to put into words the underlying moral structures which make the practices of democracy and capitalism work. Nations which lack such moral structures often reject democracy or capitalism, as a human organism sometimes rejects a heart transplant.

Democratic capitalism is not just a system but a way of life. Its ethos includes a special evolution of pluralism; respect for contingency and unintended consequences; a sense of sin; and a new and distinctive conception of community, the individual, and the family. The following nine chapters unpack these underlying moral structures one by one.
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I

What Is
Democratic Capitalism?

Throughout the world, capitalism evokes hatred. The word is associated with selfishness, exploitation, inequality, imperialism, war. Even at home, within the United States, a shrewd observer cannot fail to note a relatively low morale among business executives, workers, and publicists. Democratic capitalism seems to have lost its spirit. To invoke loyalty to it because it brings prosperity seems to some merely materialistic. The Achilles’ heel of democratic capitalism is that for two centuries now it has appealed so little to the human spirit.

This failure is not commanded by stars conjoining in the sky. It is a failure not of iron necessity but of intellect. If the system in which we live is better than any theory about it, as Reinhold Niebuhr has suggested, the guardians of its spirit—poets and philosophers and priests—have not penetrated to its secret springs. They have neither deciphered nor taught its spiritual wisdom. They have not loved their own culture.

Clearly, this deficiency shows something wrong at the heart of democratic capitalism. In recent years, Daniel Bell in The Cultural Contradictions of Capitalism has tried to name the flaw. A generation ago, Joseph Schumpeter with uncanny accuracy foretold its course.

The ironic flaw which such writers discern in democratic capitalism is this: that its successes in the political order and in the economic order undermine it in the cultural order. The more it succeeds, the more it fails. Here are a few of the most commonly heard indictments.

(1) The corruptions of affluence. Moral discipline yields successes. But success corrupts moral discipline. Thus the system’s ironical momentum heads toward hedonism, decadence, and that form of “self-fulfillment” which is like gazing into the pool of Narcissus. Instead of seeking discipline, citizens seek “liberation.” Instead of saving, individuals spend and borrow. Instead of committing themselves to hard work, citizens live for “weekends.” The health of a democratic republic depends upon a disciplined citizenry, but the political order of democratic capitalism is undermined by laxity. The economic system depends upon a sense of duty, disciplined innovation, and savings, but it also emits siren calls of pleasure. Productivity falls; debts grow; inflation roars; the system stagnates. In this sense, the new phenomenon encountered by economists—“stagflation”—is at bottom a disease of the spirit, which silently spreads decay even when unobserved by economic indicators. Citizens desire something for nothing—and they get it. Inflation and recession follow.

(2) Advertising and moral weakness. The leaders of the economic system permit advertising to appeal to the worst in citizens. They encourage credit-card debt, convenience purchasing, the loosening of restraint. Their workers, their customers, and they themselves—following such solicitations—reap the whirlwind.

(3) Structural irresponsibility. The leaders of the political order take advantage of a structural weakness in all democratic societies. Unable to depend on strong political parties, political leaders face the people alone and vulnerable, clothing themselves in symbolism and wishes. Their promises of benefits have become a special form of bribery endemic to democracy. Since each politician is on his own, none has an institutional reason to worry about who will eventually pay the costs. The careers of political leaders are shorter than the consequences of their actions. The state acquires ever heavier financial responsibilities, and yet the public incessantly clamors for “More!” The political leader spends, spends—an undignified activity Mr. Dooley would have lucidly diagnosed as bribes, bribes—since votes are seldom to be won by lowering benefits. All sectors of society desire more, so politicians promise more. They spend money not their own, money the system does not have. The structural flaw in all welfare democracies is the desire of every population to live beyond its means. Weak human nature triumphs over common sense, in public as in private life.

(4) An ambitious adversarial class. The number of persons grows who see in expanded government empires to conquer, personal security and wealth to accumulate, and personal power to acquire. Moreover, these growing numbers are increasingly led by an intelligent, able, persistent, and ambitious elite strong enough to rival the business elite in brains and purpose and power. In order to grow wealthy and powerful in a welfare democracy, two roads now lie open where only a short time ago one lay open. This single road used to lie through the private sector. Now a high road has been opened through the public sector. Like Mt. Everest, the limited state once towered in solitary silence, waiting to be taken. The occupying troops have multiplied. The state has become an anthill of activity. Those in control of it are gaining control over the private sector as well. For the private sector is under law while those who make, multiply, and enforce laws have powers of coercion. Lust for power—superbia—is deeper, more pervasive, and more widespread than lust for wealth—cupiditas.

(5) The declining status of aristocracy. The leaders of the moral-cultural sector have long suffered under the market system of democratic capitalism from a profound loss of status (which through domination in the media they have recently been regaining). In traditional societies, an archbishop holds status he cannot possibly command under a fully differentiated system separating church from state. In traditional societies, scholars and artists received patronage and status they cannot readily command in the commercial marketplace. Truly rare works of genius can be appreciated by a very few; the market discerns them poorly. In the old days, artists and scholars hoped to bring their patrons (and themselves) immortality. They belonged to an aristocracy of spirit within an aristocratic culture. Aristocratic elites cherished artistic elites so that the two might forevermore be linked: excellence of intellect and aristocratic taste. In Great Britain, the artist may be “knighted,” so inscribed into the aristocratic order.

By contrast, the dominant class within democratic capitalism has been the commercial class. The standards of the market are only rarely the standards of artistic and intellectual excellence. The mass market may indeed recognize great talents like those of Dickens, but for the most part it seems to favor those talents which flatter the conventional wisdom. In the marketplace, the claims of high excellence are much attenuated.

A socialist state affords its artists and intellectuals higher status. Authoritarian schemes of life enforce respect, affording honor and privilege to compliant intellect. Bourgeois cultures offer liberty but confer little of the status which systems of the traditional or of the socialist sort have it in their power to confer.

(6) Envy. In democratic capitalism, the resentments of the intellectuals are bound to fester. Monetary rewards for high intellectual and artistic talents, while in the vagaries of the market sometimes lavish, are more frequently less than rewards for top performers in corporate management, athletics, and entertainment. That fan dancers command moneys many a scholar can scarcely dream of cries to heaven for justice. That a top talent in the field of corporate management commands a salary commensurate with that of a movie star rankles in the breasts of top academic and artistic talents. A less gifted brother of a brilliant social scientist goes to work for a corporation and draws a higher salary. Is that fair? Is this meritocracy? The Lord Jehovah, knowing its potency in the human breast, forbade covetousness twice in ten commandments.

(7) Taste. The culture of democratic capitalism is loathed—with perhaps the deepest loathing—for its “bourgeois” and “philistine” tastes. Yet some corporate managers seem to have tastes at least as high as some professors of sociology. Thus the loathing is most exactly directed at the market mechanism, toward which, as Yugoslav socialist Bogdan Denitch puts it, “socialist theorists with rare exceptions” cherish a “dogmatic, almost puritanical attitude,” being offended by the passion of Eastern European youths for jeans. The market encourages a “consumer sovereignty that socialist intellectuals all too often think is bad for ordinary mortals.” Denitch adds:

There are two sides to this aversion. One is a predilection of socialist intellectuals toward neat, organized plans run by experts not too unlike themselves; the other is a notion that if customers of the lower orders are turned loose, they will not choose things that are good for them.1

Free to choose, a democratic people luxuriously manifests vulgarity. Plastic roses offend the sensitive. Rudeness and vulgarity in “shopping strips” assault the intellectuals. The tastes of ordinary citizens in Hamtramck, Newark, and South Boston scrape against refined tastes like a fingernail across a blackboard.

Trouble arises because both markets and democratic procedures introduce leveling pressures. Majorities of consumers, like political majorities, often choose what some think is not good for them. Socialists who are intellectuals frequently desire the democratization of the economic system, offended both by the existence of economic elites and by the aesthetics and moral mediocrity of free market consumers. Socialism is a neat solution to both grievances. It raises up a new elite to a position empowering it to impose a better way. Thus its attack upon the aesthetics of democratic capitalism is an important step toward “the reintegration of the political and the economic.”2 Such a “reintegration” embodies a moral-cultural vision which is to be obligatory for all.

In sum, democratic capitalism appears to the orderly eye a morass of cultural contradictions. Not many poets, philosophers, artists, or theologians have smiled kindly upon it. It seethes with adversarial spirit.

To these complaints must be added scores of others. It is charged that the skies, water, and lands are polluted. Discarded chemicals “poison” populations. The new civilization is called “cancerous.” The wealthy, it is claimed, get wealthier, while the criminal-justice system oppresses the poor. The great corporations are viewed as internally undemocratic and hardly compatible with democracy at all. The “imperialism of money” keeps the Third World in “dependency.” The material success of developed nations “causes” the poverty of the less-developed nations. It is hardly any wonder that, for those who believe these things, capitalism is an evil system.

Can any political system or economic system long survive whose moral-cultural guardians loathe it so? Those of us who have acquired our educations in the humanities and social sciences have heard little praise of the system in which we were reared. In 1937, a distinguished panel of Protestant theologians meeting at Oxford, upon mature reflection, described our actual lives so:

When the necessary work of society is so organized as to make the acquisition of wealth the chief criterion of success, it encourages a feverish scramble for money, and a false respect for the victors in the struggle, which is as fatal in its moral consequences as any other form of idolatry.3

In Religion and the Rise of Capitalism, R. H. Tawney discerned as the dominant spiritual theme in democratic capitalism the vulgar itch of acquisitiveness. Max Weber described later capitalism as an “iron cage,” whose bureaucratic steel would crush the human spirit.4 A towering theologian, Paul Tillich, described democratic capitalism as “demonic.”5

In good faith, who can be, by conviction and by a willingness to commit one’s life to its defense, a democratic capitalist? Those who would do so are everywhere embarrassed by the lack of an intellectual tradition that would nourish them; a theory that would satisfy them; a description of the world of their actual experience which is recognizably true. Too many, repelled by the adversaries of democratic capitalism, are nevertheless also dissatisfied with the theories about democratic capitalism inherited from Adam Smith, Jeremy Bentham, Ludwig von Mises, Frederick von Hayek, Milton Friedman, and others. The typical mistake of classic thinkers on this subject is to have laid too small a foundation to support the lived world of a democratic capitalist society as we have experienced it. They have too chastely considered the economic system in abstraction from the real world, in which the political system and the moral-cultural system also shape the texture of daily life.

To a large extent, the few explorers of this terrain find themselves alone. They learn from classical writers, and also from the traditions of democratic socialism. When their teachers fail them, the guides are few. They are obliged to consult afresh their own experience, which goes beyond delivered wisdom.

What then is the spirit of democratic capitalism? Let us begin by meeting Max Weber (1864–1920), the first great sociologist to study world history in order to understand the originality of the modern West. Most literate persons in the West have encountered his theories through such common phrases as “the work ethic.” His little classic The Protestant Ethic and the Spirit of Capitalism has been read by three generations of college students.6 He was the first to assay the questions we take up afresh.

Max Weber was an agnostic, yet his studies of world civilizations encouraged in him an unusual interest in the religious dimension of all social systems. He was fascinated by the Geist, the spirit, that gave similar activities quite different cosmic and humble operational meanings in different cultures. Buying and selling, for example, are immemorial human activities found in every major culture and era. Great trading civilizations—like that of the ancient Phoenicians (today’s Lebanese)—have persisted down through history, or come upon the stage, made their mark, and disappeared. Nonetheless, the Geist suffusing such activities shows staggering variation from culture to culture.

Weber was particularly interested in the clash between traditional cultures and modern culture. In our day, even the most casual watcher of the television news has been able to see in the Iran of the Ayatollah Khomeini the sort of conflict between the modern and the traditional that fascinated Weber. What makes modern capitalism new? What makes it seem like such a threat to all forms of traditional culture? It is not so much, Weber thought, that the specific activities of a modern commercial culture differ from those of analogous cultures down through the ages. In the past, there had been commerce, banks, industries, factories for silk and other goods. What, then, is different? Weber observed that in capitalist societies commerce is given a new meaning. It becomes part of a new sort of cosmic order, a new vision of human history. It is carried out in a new spirit. It is not easy to define the Geist of a civilization, but Weber bent every resource of intellect to invent a way of articulating it.

Max Weber knew from his own experience whereof he was writing. A Protestant “evangelical” family, the Webers were among those Protestants driven from Salzburg by the infamous Catholic archbishop Leopold of Firmian in 1731. Settling in Bielefeld, Weber’s grandfather ran a comfortable linen business in a pre-capitalist mode. Although he was a buyer and seller, his grandson observed, he lacked “the capitalist spirit.” He hardly sought to improve his business; he was content to take a modestly comfortable living from it. To the dismay of the family, Max’s Uncle Karl, the eldest son, who inherited the business, from somewhere caught “the capitalist spirit.” He was not satisfied with a static world; he chose development. He worked hard to rationalize, modernize, and improve the business. Systematically he collected lists of customers and cottage-industry suppliers, employed designers, and began to organize both demand and supply. By contrast, Max’s father, Max senior, abhorred the disciplines of business and enjoyed the more relaxed, freer atmosphere of politics. He freely made those compromises required by his ambitions. Easygoing in his amiable public life, he was at home a complete autocrat. Max junior, sensitive and conscientious to a fault, had a tremendous internal struggle with his father, with whom for many years of his young adulthood he was forced to live.

Max’s mother brought a sizable dowry to the family, wholly controlled (without any outward sign of gratitude) by Max senior. She was as thoroughly devout a Calvinist as her husband was lax. Often her compassion led her to help the poor and to take part in religious discussions in ways that became a constant source of familial conflict. Max junior described himself as lacking an ear for religion. In this he disappointed his mother and more nearly resembled his father. The son thought he owed his voracious appetite for work—his need for it, his relentless drive—to his mother. She was the force of conscience and energy in the family; his father, except in the home, was far more relaxed.

In 1898, at the age of thirty-four, two years after a furious outburst in which he ordered his father out of his house and, seven weeks later, next saw his father dead, Max Weber suffered a severe nervous breakdown. For four years he was almost totally incapacitated. He did not resume teaching again, or even meeting with students, for another fifteen years. During his convalescence, he was able to resume his studies part-time. The first piece of writing he felt strong enough to accomplish consisted of the two long articles he published in 1904 and 1905, which later appeared jointly as The Protestant Ethic and the Spirit of Capitalism. Before his death in 1920, Weber was able to revise these essays (mostly in the footnotes rather than in the text), which had already launched a storm of discussion and achieved status as a classic. The argument has continued throughout the sixty years since. The bibliography of the controversy is enormous.7

What did Weber mean by “the spirit of capitalism”? I propose to stress an aspect of the argument not stressed by Weber, but present in his text, and then to come back rather closely to his own words.

The most dramatic breakthrough of the capitalist spirit, for Weber, is its theme of sustained growth. Profit is by no means a new concept in world history; it is as ancient as camel caravans and sailing ships. But until the capitalist era, the world had been understood as relatively static. The ancients distinguished cycles of prosperity, lean years from years of plenty. But the notion that the sustained application of practical intelligence to economic activities could open up new and unprecedented horizons awaited the capitalist spirit. Weber distinguishes the spirit of sustained incremental effort from adventure, piracy, luck, a windfall.

This sense of opening up the world’s horizons coincided with the discoveries of the “new world.” But there is an important difference between the recognition that entire continents promised new sources of spice, gold, furs, and other goods and the conviction that economic activities at home could be organized in a new way. For many generations after the discovery of America and the opening of sea routes to the Far East, mercantilism—a state-controlled economy—remained the dominant theory and practice of economic activities. There may have been new goods to buy and sell, but methods and techniques remained rather what they had been for centuries. Except in “free cities,!’ the state tended to control economic activities.

It may have been John Locke (1632–1704) who first articulated the new possibility for economic organization. Locke observed that a field of, say, strawberries, highly favored by nature, left to itself, might produce what seemed to be an abundance of strawberries. Subject to cultivation and care by practical intelligence, however, such a field might be made to produce not simply twice but tenfold as many strawberries.8 In short, Locke concluded, nature is far wealthier in possibility than human beings had ever drawn attention to before.

Permit me to put Locke’s point in theological terms. Creation left to itself is incomplete, and humans are called to be co-creators with God, bringing forth the potentialities the Creator has hidden. Creation is full of secrets waiting to be discovered, riddles which human intelligence is expected by the Creator to unlock. The world did not spring from the hand of God as wealthy as humans might make it. After the Fall, ignorance and disorder became commonplace.

There was born in Locke’s vision a novel and invigorating sense of the human vocation. History was no longer to be regarded as cyclical. After Locke, reflection on God’s ways with the world—theodicy—was altered. The way God works in history was now to be thought of as progressive, open, subject to human liberty and diligence. The vocation of the human being came to seem ennobled. No longer were humans to imagine their lot as passive, long-suffering, submissive. They were called upon to be inventive, prudent, farseeing, hardworking—in order to realize by their obedience to God’s call the building up and perfecting of God’s Kingdom on earth. Slamming the doors of the monastery shut, as Weber put it, the Reformation had carried the energy of certain human virtues out into worldly callings. Progress and economic growth—not only personal but for the entire world—were seen to be the will of God. Progress imposed its disciplines, a kind of “otherworldly asceticism.” This earth was now seen to be full of promise for science, the arts, religion, and even the humble comforts of human life. To be a good Christian and to evince the highest of civic virtues would be, simultaneously, to labor for human progress.
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