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Fr. Richard John Neuhaus and Michad Novak are two exemplarsof anintdlectud tradition, which
has come to be referred to asneoconservatism. In hisbook Doing Well & Doing Good, Fr. Richard John
Neuhaus relies upon the papd encyclicd Centesimus Annus to make his casefor a Cathalic approachto
economics which favors the free market. Smilaly, Michag Novak attempts to merge Catholic socia
teaching with free-market economics. In the end, however, the arguments advanced by Neuhaus and
Novak collapse as a result of internd contradictions. The fallure of neoconservative economicsisin
marked contract to the sysematic exposition of economic redity developed by the Austrian School of

Economics, most especidly by Ludwig Von Mises, Frederich Hayek, and Murray Rothbard.

The Austrian Schoadl

Carl Menger (1840-1921) is traditiondly regarded as the father of the Austrian School of
Economics. Menger wasinfluenced by thework of aformer Catholic priest, Franz Brentano (1838-1915).
Brentano (who wasa strong influence upon Edmund Husserl) developed the concept of mentd action as
"intentiondity.”” The concept of intentiondity (which was dso utilized by Husserl, and later adapted by
Heidegger) was used by Menger, inhis Principles of Economics, to explain the nature of economic vaue.

As David Gordon explans,

"AsHusserl himself put it in 1932: "Without Brentano | should have written not asingle word of philosophy.™
Barry Smith, Austrian Philosophy: The Legacy of Franz Brentano, LaSalle, Ill.: Open Court Press, 1994,
pp. 26-27.



Menger and Brentano, in thar use of intentiondity, were squarely within the Arigotdian tradition in
philosophy, asther positions consst inaccepting certaincharacteristicaly Aristotdlianpostions astrue, for
example, that "The world exigts, independently of our thinking and reasoning activities" and that "Thereare

inthe world certain simple 'essences or 'natures or ‘dements,’ as well aslaws, structures, or connections

a preference in Menger's system is a judgment: | like X (or | dislike X).
The judgment in question is an act of preference: as the intentionality of
thought grasps an object, so does ajudgment of preference "move" toward
an end. In dightly different terms, to prefer something is to evaluate it: to
rant it on one's scale of values.?

governing thesg, al of which are grictly universa.'® AsBarry Smith explains,

Mises makes a strong point: economics is a discipline akin to mathematics or logic, and given its practica

conseguences, is not a subject for ungrounded speculation. A smilar point ismade by Henry Hazlitt, who

writes that

Austrian Arigtotelianism is first and foremost a doctrine of ontology: it tells
us what the world is like and what its objects, states, and processes are like,
including those capacities, states, and processes we cal knowledge and
various different science. More generdly, it tells us what sorts of relations
obtain between the various different segments of reality. Austrian
apriorism, on the other hand, brought together in a thesis to the effect that
the is organized, to no smdl part, in intelligible fashion, so that philosophical
investigations (in formal and materia ontology, in the ontology of nature,
mind, and society and in other areas 'midway between logic and physics')
can serve as a natural complement to work in the empirical sciences. The
thesis implies further that we are al of us already in possession of
substantial portions of knowledge of the way the world is, and of the way
its parts and moments hang together. Intentionality is a form of relational
contact with redlity. It is this thesis which lies at the heart of Austrian
philosophy as this was devel oped by Brentano's disciples.*

David Gordon, The Philosophical Origins of Austrian Economics, Auburn, Alabama: Ludwig von Mises

Institute, 1987, p. 21.

Smith, Austrian Philosophy, 320-29.

Smith, Austrian Philosophy, 332.



Economics ... is a science of recognizing secondary consequences. It is

also a science of seeing general consequences. It is the science of tracing

the effects of some proposed or existing policy not only on some special

interest in the short run, but on the general interest in the long run.

In seeing that economics is a science of tracing consequences, we must

have become aware that, like logic and mathematics, it is a science of

recognizing inevitable implications.
Itis, therefore, of great importance that one does not confuse the mora or political importance of human
economic action with a proper economic understanding of human action itsdf. It isafundamentd insght
of the Austrian school that economicsitsaf is properly characterized as non-politica, or gpolitica.® This

isin marked contrast to neoconsarvatism, which we will now condder.

. Neoconservatism.

Fr. Richard John Neuhaus and Michad Novak, in contrast to the Austrian School, attempt to

undergtand economicsin the light of religious beliefs.

A. Fr. Richard John Neuhaus

Neoconservatism is perhaps best characterized by the following passage by Neuhausin Doing

Wl & Doing Good: "Economics, palitics, and socid policy are by no means the most important questions

Henry Hazlitt, Economicsin One Lesson, New Y ork: Harper, 1946; New Y ork: Crown Books, 1979, p. 193.
Ralph Raico, "The Austrian School and Liberalism." Lecture, June 15, 1997, Auburn University.
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inlife. But they are important. To the extent that Chrigtians think about them, they should want to think

about them Christianly."” Matters become problematic when Neuhaus later writes that

Economicsis often caled 'the disma science,’ and many people are inclined
to think it is more an art than a science. Some go further and say that it
resembles nothing so much as a kind of superstition. | confess to harboring
robust skepticism about economics as a science.®

This differs fundamentally from the account presented earlier by Henry Hazlitt, namely that economics is
the science of tracing conseguences and inevitable implications, in the short and long run, for dl human
actors. Thisskeptica comment by Neuhausaso differsradicaly from theview of Ludwig von Mises, who

writes that

Man's freedom to choose and to act is restricted in a threefold way. There
arefirst the physical laws to whose unfeeling absoluteness man must adjust
his conduct if he wants to live. There are second the individua's innate
congtitutional characteristics and dispositions and the operation of
environmental factors; we know that they influence both the choice of the
ends and that of the means, although our cognizance of the mode of their
operation is rather vague. Thereisfinaly the regularity of phenomena with
regard to the interconnectedness of means and ends, viz., the praxeological
law as distinct from the physical and from the physiological law.

The elucidation and the categorical and formal examination of this third
class of laws of the universe is the subject matter of praxeology [the study
of human praxis, or action] and its hitherto best-developed branch,
economics. The body of economic knowledge is an essentia element in the
structure of human civilization; it is the foundation upon which modern
industrialism and dl the moral, intellectual, technologicd, and therapeutical
achievements of the last centuries have been built. It rests with men
whether they will make the proper use of the rich treasure with which this
knowledge provides them or whether they will leave it unused. But if they
fal to take the best advantage of it and disregard its teachings and

Fr. Richard John Neuhaus, Doing Well & Doing Good: TheChallengetothe Christian Capitalist. New Y ork:
Doubleday, 1992, p. 18.
8 Ibid., 19.



warnings, they will not annul economics; they will stamp out society and the
human race.®

For Mises, economicsisto be studied just as physicsand physology are studied, i.e. asaninquiry that can
lead the human mind to truth. Thisis the fundamentaly Aristotdian nature of Austrian methodology.
Neuhaus argument is an odd position for ardigious man to take, given the historica animosty
toward reigionpresent inmodernity. Nietzscheand Marx both denounce Chrigtianity as" superdtition,” and
the ranksof modernphilosophy are crowded with skeptics and agnostics. Moreimportantly, thisadmission
by Neuhaus throws the whole of neoconservative economics into question ab initio, as it is clear that
Neuhaus is not gpproaching from the belief that there is any unique truth to be found in economics.
Admittedly, Neuhaus skepticismabout the vaidity of economicsas adiscipline may be, onoccasion, truly
predicated of mathematica "mainstream,” Neoclassical, or Marxian economics, dl of which have been
criticized for various blunders and miscalculaions. Even so, it is incorrect to dismiss economics as
unscientific. Much of what today passes for literary criticism, philosophy, theology, psychology, and
jurisprudence al o deserves suspicion; the works of Richard Rorty, Matthew Fox, Ronad Dworkin, and
Catherine MacKinnon come to mind. It would nonetheless be a grave error to discard whole disciplines
as undentific or worthless amply because of the state of these disciplines today (with the possible
exception of sociology). What is needed isnot a "Chrigtian understanding of economics” but Chrigians

who understand economics, just as Christians understand auto repair and medicine!®  The danger in

Ludwig von Mises, Human Action : A Treatise on Economics. Scholar's Edition. Auburn, Alabama: Ludwig
von Mises Institute, 1999. Ch. XXXI1X. Available at http://www.mises.org/humanaction/chap39sec3.asp.

This is itself open to question. It is not at all clear that Christians have more of a need for knowledge or
economics than persons of other faiths, although Neuhaus argues that Christians need to understand
economics to remedy the historical Christian misunderstanding of economics. Absent such a palliative,

10
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Neuhaus phraseology is thet it lends itself to the solipssm that is so prevaent in the post-modern
amosphere of contemporary academe. A "Chrigtian economics' ought to be as ridiculous as "feminist
jurisorudence” or "lesbian literary criticiam.”

Neuhaus himself does not clearly understand economics, as he blurs the line between economics
and ethicsin writing that "Private property is not entirely private. That is, it is not something to be grasped
entirdy for itsef, or for onesdf. Ownership can belegally free and clear, but it is not morally free and
clear."™® Although thisistrue, it not helpful to a sound economic understanding of the nature of property.

Neuhaus further attempt to judtify private property is equaly unhelpful. He argues that

The possession of property can be and should be put to a moral testing.
The test is whether it expands the circle of exchange and productivity.
Does it contribute to the vibrancy of an economy of "free work, of
enterprise, and of participation”?...The most fervent advocate of the market
economy should have no argument with that. The non-utilization of
resources and the exclusion of others from the circle of exchange and
productivity are dumb ways of conducting business.*2

Althoughit istrue that discrimination, protectionism, and waste are foolish, markets themsalves punishthis
unprofitable behavior. The mord testing urged by Neuhaus is, therefore, unnecessary. Whether or not
Neuhaus castigates lazy businessmen for not using their resources to make a profit, suchbusnessmenwill
eventualy go out of business. The mora testing, then, is redundant. Such "mora testing” may adso be
dangerous, however, sinceit impliesthat there is someone to administer the test who might thenredistribute

property to more eficent entrepreneurs. If the action of markets accomplishes this redistribution, there

however, the world would be a better place — wealthier, |essviolent, more smoothly ordered —if the great mass
of humanity which elects the world's tyrants understood private property, i.e. capitalism and freedom.
Neuhaus, 187.

Neuhaus, 190-191, quoting Pope John Paul 11, Centesimus Annus. 1991. Paragraph 43.

11
12
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IS no objection to be made by the Audtrians. If it is to be the task of the state to accomplish this end,
however, then Neuhaus neoconservative economics is squarely at odds with the Austrian critique of
economic interventionism.

Fr. Neuhaus interprets Centesimus Annus to mean that there exist "two economic systems, both
caled capitadism,” where one capitalism (the bad kind) lacks"astrong judicid framework that placesit at
the service of humanfreedom."®  Neuhauserrs here: there are not two " capitalisms" and it isamisreading
of Centesimus Annus to claim that the Pope concelves of two "capitaisms™ In Centesimus Annus, the
Holy Father wonders

Can it perhaps be said that, after the failure of Communism, capitalism is
the victorious social system, and that capitalism should be the goal of the
countries now making efforts to rebuild their economy and society? |s this
the model that ought to be proposed to the countries of the Third World?

If by "capitalism" is meant an economic system that recognizes the
fundamental and positive role of business, the market, private property, and
the creativity in the economic sector, then the answer is certainly in the
affirmative, [athough it is] perhaps more appropriate to speak of a "business
economy," "market economy," or simply "free economy."*

The Pope does not concelve of two opposite redities which both may be properly called "capitaism.”
Rather, the Pope articulates a view of cgpitaism — the free economy — which is precisely the view
articulated by the Austrian School. John Paul seemsto reserve his criticiamfor various statist schemes, such
ascorporatism, fascian, or socidism(statecgoitdisam) whichpretend to serve humanfreedomwhile instead

serving only the bureaucrats who control the state. As Mises writes,

Neuhaus, 56, quoting Pope John Paul |I, Centesimus Annus. 1991. Paragraph 42.

14 Pope John Paul |1, Centesimus Annus. 1991. Paragraph 42. Reprinted in Neuhaus, 56; 299.
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Capitdism and socialism are two distinct patterns of social organization.
Private control of the means of production and public control are
contradictory notions and not merely contrary notions. There is no such
thing as a mixed economy, a system that would stand midway between
capitadism and socialism....This third system that the economists call
interventionism does not combine, as its champions claim, some of the
features of capitaism with some of the features of socialism...Marx and
Engels...considered [interventionism] as first steps on the way toward the
establishment of full communism.*®

Neuhaus fals to congder that the judicid framework which the Pope findsnecessary to "good" capitalism
might be aprivate legd order, such asthat envisoned dternatively by Hayek or Rothbard.
Neuhaus d0 errs in daming that libertarianism (a current term for the liberdism, or "classicd

liberdism," of the Augtrian School)

will likdy have little or nothing to contribute in meeting the challenge that
[Pope] John Paul [I1] poses. That reformist challenge is to think through
and act upon the ways in which the free economy should be related to
culture, morality, and paliticsin the rightly ordered society.

Pace Neuhaus, it is precisdy the liberd tradition which explains the interrdationships of market, culture,
mordity, and politicsin society. A vast segment of the works inspired by the Austrian School is devoted
to precisaly these issues, Snce, once the logic of economic science has been deduced, it remains to see
what practical implications can be derived from economics. The implications of economics for other
disciplines condtitutes the basi's of the philosophy and politica science of the Austrians.!” According to the

Austrian School, capitalismisthe economicsthat, by itsfoundationin private property, makesajust society

15 Ludwig von Mises, The Anti-Capitalistic Mentality. Princeton: Van Nostrand, 1956; Grove City, Penn.:

Libertarian Press, Inc., 1973, p. 65.

16 Neuhaus, 169.

v Of course, in the case of philosophy, it should be remembered that an Aristotelian metaphysics and
epistemology influence the Austrian method in economics, and are thus not the sort of philosophy described
above. Rather, economics (based on an Aristotelian outlook and thus influenced by philosophy) in turn
influences philosophy by raising certain philosophical questions on the basis of truths unique to economics.
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possible. This Austrian view of the market is entiredly compatible with the writing of Pope John Paul
examined above.

Neuhaus later writes that

The way to think about society, says [Pope] John Paul [11], is by primary
reference to the acting person, and the acting person in community. Thus
the controlling concept becomes that of the "subjectivity of society." A
hedlthy society is ordered by the free interaction of subjects who must
never be viewed and should never view themselves as objects.™®

Here, Neuhaus Kantianinjunctionto mennot to "view themsalves as objects,” contradictshisearlier dam
that the libertarian view of society has nothing to offer Cathalics, for the Kantian view he postulates is
precisdy the libertarian (liberd, classicdl liberd) view of society. 1t would seem, then that liberd's do have
something to offer to Cathalic thought about the moral and palitical implications of economics. Many of
the dams which Neuhaus himsdf makes are dso made by liberals such as Mises and Rothbard, for
example that it is necessary to didtinguish between what is public and what is governmental, so that
"public" schools are more properly referred to as "government schools or state schools.'™®

Neuhaus makes additiona disgppointing claims, for example, that " consumers must be educated
to make wise discriminaions, the mass media must inculcate respongibility,?° and his puzzling formation
of the relaionship between the government and the market in the atement that "While the state should

sometimes intervene, it should not interfere'®® It is not at al clear how the government can intervenein

18
19

Neuhaus, Doing Well & Doing Good, 239.

Neuhaus, 252. See Murray N. Rothbard, Education: Free and Compulsory. Wichita, Kan: Center for
Independent Education, 1975; Rothbard, For a New Liberty: The Libertarian Manifesto, San Francisco: Fox
& Wilkes, 1973; Ludwig von Mises, Omnipotent Government: The Rise of the Total Stateand Total War. New
Rochelle, New Y ork: Arlington House, 1944, 1969.

Neuhaus, 251

Neuhaus, 257

20
21



the free market and not interfere. Neuhaus clamsthat the distinction is prudentid, and notes that "John
Paul is exceedingly cautious on this score??  Such an explanation does not help to clarify an obscure if
not contradictory notion. Smilarly, the "consumer education’ which Neuhaus prescribes begs the questions
of who will teach the consumers, and whether they realy need to be taught at dl. It may be that such
teaching would take the form of private exhortation, such as rdigious persons explaning to ther fellow
dtizens why pornography is destructive of one's moral character. Yet it is not clear that Neuhaus has
anything like thisin mind.

Fndly, Fr. Neuhaus misconceives the nature and function of profits. Neuhaus considers the
cautionary example of a businessman who awards himsdf bonuses while destroying his company.?® Such
a cheat would be short-sighted indeed, as no one would hire him again, nor would any venture capitalist
provide him with financing for another company, so that the manwould have no way to make aliving other
than by producing vaue for someone willing to employ hm.  As Henry Hazlitt dso observes, in afree
economy, the workers from this cheat's company would very likely be working again. Although the
workers would be harmed inthe short-run by uncertainty about employment prospects (and there may be
some long-termharmto those who are too old or smply unable to adapt to anew job), the long-run harm
caused by such aman would be chiefly to himsdf.

Neuhaus aso disgppoints in his dam that his fdlow neoconservative, Michagl Novak, was a

premature antisociaist by virtue of his having published The Spirit of Democratic Capitalism in 19822,

Ibid.
Neuhaus, 195.
Neuhaus, 49.
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It is odd that Neuhaus should consder Novak, writing 60 years after Mises Socialism (nine years after
the death of Mises, eght years after Hayek won the Nobel Prize), "premature.” It gppears that Neuhaus
seeksto reinvent the science of economics using scripture, faith, tradition, and anungrounded aversonto
fuzzy notions of laissez-faire capitdismand socidism as his only building blocks. While this may be noble,
it is not likely to meet with success. Thisis &kin to creating "Catholic organic chemistry” based upon
scripturd interpretation. Novak, like much of the world, is60 yearstardy in his antisocidism, and tardier
dill if Adam Smith, asMises contendsinHuman Action, istakento have refuted dl rationa argumentsfor

soadism. Novak and Neuhausaretardier still in comparison to the Sdlamanca School of the 14th Century.

B. Michadl Novak

The neoconservatismof Michael Novak differsfromthat of Neuhaus inthat Novak does not focus
upon Centesimus Annus (Novak's Spirit of Democr atic Capitalism was published nineyearsbefore the
encydlicd) and economics itsdlf, but uponthe place of economicsinan account of the mora superiority of
Western civilization. Novak does not write about capitalism, but about "democratic capitdism.” Novak
demongtrates a severe misundersanding of economics, as wel as a severe misunderstanding of the
relationship between mordity, politics, and economics. In part, this misunderstanding manifests itself in

Novak's fuzzy and indistinct economic theories.
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Novak writes that "The theoreticians of our system ... make it sound more crassin theory than it
actudly isinpractice."®® This sentence follows Novak's reference to Adam Smith, Ayn Rand, and Milton
Friedman, aswdl as his attempt to excuse ananti-cagpitdigtic remark madeby the French socidist Bernard-
Henri Levy, in the bastion of progressvism, The New Republic. This brief sentence of Novak's raises
severa questions which, it will be seen, haunt and ultimatdy undermine his attemptsto construct a coherent
neoconservative system.

First, what does Novak mean by "our" system? Novak writesabout "democratic” capitdiam, but
certanly Ayn Rand, as one cannot missin reading Atlas Shrugged, is not an adherent of any system of
capitdism which might be cdled "democratic,” if that is taken to mean that the balot box controls the
market. Indeed, the very notion goes againgt the central tenet of Atlas Shrugged. Second, Novak errs
intrying to excuse Bernard-Henri Levy for what is elther Levy'sintelectua incompetence or sheer biasby
dating that Levy "might have seized upon certain sentences' in Smith, Rand, or Friedman to make
capitdism ook evil in theory. Novak would be wiser to recognize Levy as an intdlectud adversary and
to leave Levy to hismisconceptions. Third, Novak'sreferenceto "democratic capitalism” must necessarily
cdl his whole neoconservative enterprise into question.  This is because there is ether capitdism or
socidism, whatever sort of political arrangement might exist. It is certainly possible to practice capitalism
under a monarchy, as the Dutch, British and Itdians (as wel as the American colonies prior to 1776)
historicdly did. Novak's use of the term "democratic' capitadism proves conclusvely that he is not

concerned withcapitdismat dl, but withaformof interventionismwhichis not vadtly different initsessence

25 Ibid.
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from "market socidism." Market sociaism is defined as a market order that fails to respect private
property rights, i.e. state ownership of the means of production which seeks to imitate the operation of a
market. Thisisinnoway sgnificantly different from the"democratic” capitaism of Michael Novak, which
dlows for amarket only to the extent that it is interfered with by democratic action.

Novak defines"democratic capitdiam”

as "three systems in one: a predominantly market economy; a polity
respectful of the rights of the individua to life, liberty and the pursuit of
happiness; and a system of cultural institutions moved by ideals of liberty
and justice for all."

Novak begins by explaining that his "argument is that...political democracy is compatible in practice only
with a market economy.'®’ This s utterly fase. As Thomas Sowell argues, freedom has often existed
without democracy.?® Indeed, democracy is often contrary to the individua freedom to deviate from the
path of the maob. It isan ingght of the Austrian School of economicsto notethat freedomis only possible
in amarket; private property is the foundation of political freedom, Snce aman isnot in any sense freeif
he cannot control his physical surroundings?® Democracy is not the sine qua non which Novak would
have it to be.

Novak later adds to his definition of "democratic” capitalism, writing thet

26
27
28

Ibid., 14. Emphasisin original.

Ibid.

"Democracy and freedom are too often confounded. Britain ... did not have anything close to democracy until
the Reform Act of 1832. But it had freedom long before that. The fundamentals of freedom — limited
government, separation of powers, an independent judiciary, free speech,jury trials — existed in Britain for may
generations before the franchise was extended to most males....Just as freedom can exist without democracy,
so democracy can crush freedom. During the Reconstruction era after the Civil War, blacks in the South had
many rights that they lost when the occupying Union army was withdrawn and democratically-elected state
governments took over, usheringinthe JmCrowera." Thomas Sowell, BarbariansInsidethe Gatesand Other
Controversial Essays. Stanford, Calif.: Hoover Institution Press, 1999. p. 90.

29 Murray Rothbard, in The Ethics of Liberty, advances the argument that ...
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Oursis not a system of "free enterprise” only, nor of "private property," nor
of "individua liberties," nor of "limited government" aone. These are
locutions proper to a preoccupation with the economic sphere, and they
seem to be favored by writers and speakers whose interests are mainly
those of economics and business. They will not suffice as descriptions of
our system as a whole, as it actualy is experienced. They will not
command the full loyalties, nor expressthefull interests, of al who enjoy the
fruits of our system....The designation "democratic capitalism” is intended
to go beyond a description of the economic system merely, and to include
the palitical system and the cultural system, t00.%

Novak is thus concerned to thoroughly describe the whole of contemporary Western divilization and to
"command the loydties' of the intdlectud and working classes. In this regard, it should be remembered
that The Spirit of Democratic Capitalism was published in 1982, only two yearsinto the Reagan dynasty
and the rebirth of American consarvatism.®! Novak, then, waswriting for alargdy hostile audience, since
he was writing in the hope of maingream acceptance. Nonetheless, Novak misunderstands economics,
the relationship between economics and palitics, and the relationship between economics and mordlity.

Both market socidism and "democratic” capitdism, aswith dl interventionist efforts, must in the
long run either return to pure capitalism or dide fully into the chaos of socidism. Bagtiat argues that one
must

See if the law takes from some persons what belongs to them, and gives it
to other persons to whom is does not belong. See if the law benefits one
citizen at the expense of another by doing what the citizen himself cannot
do without committing a crime.

Then abolish this law without delay, for it is not only an evil itself, but also
it is afertile source for further evils because it invites reprisals. If such a
law ... is not abolished immediately, it will spread, multiply, and develop into
a system.

30 Ibid., 7.

The flaws and failures of Ronald Reagan aside, the 1980s did witnessaresurgence of vocal desires for smaller
government, lower taxes, and the return of stolen liberties.

-14-



To leave the decision of whether to sanctionlabor unionviolence® or whether to pay farmers not to grow
food, or indeed whether or not to forcibly seize people'sincome by means of taxation should not be left
to democracy, because of the "sophistry of vested interests’ mentioned by Bastiat. 1t isof course possble
for Novak to contend that he means by "democratic cgpitaism” only capitaism as practiced today in

Westerndemocracies. But then histerminology becomes unsupportable, asthework "democratic” either

The person who profits from this law will complain bitterly, defending his
acquired rights He will claim that the state is obligated to protect and
encourage his particular industry; that this procedure enriches the state
because the protected industry is thus able to spend more and pay higher
wages to the poor workingmen.

Do not listen to this sophistry by vested interests. The acceptance of these
arguments will build legal plunder into a whole system. In fact, this has
aready occurred. The present-day delusion is an attempt to enrich
everyone at the expense of every one else; to make plunder universal under
the pretense of organizing it.3

modifies capitalism in asgnificant way, or it is redundant, or amisplaced modifier.

Novak, however, makesthe case againg neoconservatism smple by himsdf equating " democratic

cgpitdism” and socidism. Novak clamsthat

there is a difference between a defense of the free market and a defense
of democratic capitalism. Even socialists may concede the superiority of
the free market as a system of exchange. They may even agree that the
free market properly results in some limits upon government and in some of
the good features of a libera polity. But they ill do not accept capitalism.
Accepting the market principle — and caling the result social market
democracy — they may ill wish to build certain moral preferences into
economic activities over and beyond the freedom of the market. They may
wish to build public housing, give income supplements to the poor, provide

32
33

Bastiat, The Law, 21-22.
On laborunion violence as sanctioned by the New Deal, see Morgan O. Reynolds, "An Economic Analysis of
the Norris-LaGuardia Act, the Wagner Act, and the Labor Representation Industry,” Journal of Liberatarian
Studies, vol. VI, Nos. 3-4 (Summer/Fall 1982), 227-235, 233. Available at http://www.libertarianstudies.org.
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health care from public funds, and the like. Since these things may also be
done under democratic capitalism — which is not an economic system
merely — socialists at this point are not so easy to distinguish from those
who approve of social welfare programs on nonsocialist grounds. Many
"neoconservatives' like Irving Kristol and "neo-liberas’ like Senator Daniel
Patrick Moynihan — the differences between the two deserve to be
remarked — remain committed to social-welfare democratic capitaism. ...
But they ground their own vision of social welfare, not in socialism, but in
the imperatives of the moral-cultural system of democratic capitalism.*

Thus, Novak is aware of the logical identity between "democratic cgpitaism” and "socia democracy,” but
he remains unaware of the practica implications of such an identity. Although Novak concedes that his
"democratic capitdism’ will drive for the same practica gods as"socid democracy,” heisnot in any way
disturbed by such a concession. Incredibly, Novak claims that the socidists must now find *new ground
of their own."®

In the introduction to The American Vision, Novak aimsto consider the advantages "of having
been nourished in ademocratic capitalist system..."*® In short, Novak's project boils down to the insight
that, by and large, it has been better to live in the West than under totditarianism.

Y e, this does not explain Novak's concomitant dam that "Since World War 11...the number of
both capitdist and socidist sysems has multiplied.” As Mises demongtrates, there is capitalism and
socidism, and thereisno middle way, unlesschaosis considered andternative. Of course, sncesocidism
is merely chaos, there redly only are two dternaives. private property or totditarianism. Novak misses

this essentid point entirely.

34 Novak, The Spirit of Democratic Capitalism, 111-112.
% Ibid, 223.

36 Novak, The American Vision, 2-3.

87 Ibid.
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Novak writes in circles at times. He acknowledges that capitalism is "wedth-conferring” and
effident® He notesthat ""democracy apart from capitdism is very difficult to achieve" and that "wefare
dtates' are "more properly called socialist.®® He aso acknowledges that concern for one's family
encourages|ong-termeconomic planning,*° and that the economic rationdity inherent in markets nourishes
the virtues of saf-government.** He concedes that unplanned markets are orderly, not anarchic.*? His
account of the need for "intdligence” in markets sounds at least smilar to the Austrian concept of
entrepreneurship.®® He advances a Hayekian argument againgt central planning.** Finaly, he daims that
"The very gtructure of democratic capitaism...isamed at...anew order of community, the community of
free persons in voluntary association."*

His daboration of these dams, however, reveds misunderdandings. He makes repeated

references to the "founders of democratic capitaism."*® Elsewhere, he writes that

There are serious flaws in the sort of efficiency generated by democratic
capitalism. Unplanned and unguided, our system permits shortages in some
areas and unnecessary abundance and wastage in others, until the market
corrects them; and in some areas the market does not work well.*’

8 Ibid, 8-9.

% Ibid, 9.

40 Novak, The Spirit of Democratic Capitalism, 163.
4 Ibid, 181.

42 Ibid, 113-115. He does, however, confuse "anarchic" with "chaotic."

Compare Novak, The Spirit of Democratic Capitalism, 103, to the works of Kirzner, Mises, and Rothbard on
entrepreneurship.

Novak, The Spirit of Democratic Capitalism, 104-112. Here,Novak contendsthat a central planner could not
assemble all the information necessary to intelligently plan the economy.

Ibid, 129. He goes on to note that the "four fundamental elements" of democratic capitalism are 1) world
development, 2) he corporation, 3) interdependence, and 4) an ethos of cooperation. See pp. 129-134.

46 Ibid, 104; 117.

4 Novak, The American Vision, 9.

45
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Novak thus advocates centrd planning and "guidance”’ of the economy (dthough he does not specify by
whom). Heisaso wrong to claim that shortages, abundance and waste that are ultimately corrected by
markets are a"serious flaw" of markets. It isabendfit of markets that they do correct shortages (because
of the possihility of profits), abundance (because of low prices) and waste (because of the need to make
profits and avoid losses), while planned economics do not correct such misalocations of resources

precisely because they cannot. Thisisa chief point of the socidist cdculation debate. Sociaism, Mises
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and Hayek contend, cannot rationdly dlocate resources because it lacks market prices® It is

disheartening for Novak to be ignorant of such akey element of capitaist theory.*

49

Mises puts the matter bluntly: "Where there is no free market, there is no pricing mechanism: without a pricing
mechanism, there is no economic calculation." Ludwig von Mises, "Economic Calculation in the Socialist
Commonwealth," in F.A. Hayek, Collectivist Economic Planning, London: Routledge, 1935, p. 111. Quoted
in Robert Bradley, Jr., "Market Socialism: A Subjectivist Evaluation,” Journal of Libertarian Studies, val. V,
No. 1 (Winter 1981), 23-39, 23. Consider also thefollowing passage from Hayek describing the operation of the
price system in amarket: "It is worth contemplating for a moment a very simple and commonplace instance of
the action of the price system to see what precisely it accomplishes. Assume that somewhere in the world a
new opportunity for use of some raw material, say, tin, has arisen, or that one of the sources of supply of tin
has been eliminated. It does not matter for our purpose — and it is significant that it does not matter —which
of thesetwo causes has madetin more scarce. All that the users of tin need to know isthat some of thetin they
used to consume is now more profitably employed el sewhere and that, in consequence, they must economize
tin. Thereisno need for the great majority of them even to know where the more urgent need has arisen, or in
favor of what other needs they ought to husband the supply. If only some of them know directly of the new
demand and switch resources over to it, and if the people who are aware of the new gap thus created in turn
fill it from still other sources, the effect will rapidly spread throughout the entire economic system. This
influences not only all the uses of tin but al so thoseof its substitutes and the substitutes of these substitutes,
the supply of al things made of tin, and their substitutes, and so on. All thistakes place without the great
majority of thoseinstrumental in bringing about thesesubstitutionsknowing anything at all about the original
causeof thesechanges. Thewholeactsasone market, not because any of its memberssurveysthewholefield,
but becausetheir limited individual fields of vision sufficiently overlap so that through many intermediaries the
relevant information is communicated to all. The mere fact that there is one price of any commodity — or rather
that local prices are connected in a manner determined by the cost of transport, etc.— bringsabout the solution
which (if conceptually possible) might have been arrived at by one single mind possession all the information
which isin fact dispersed among all the people involvedintheprocess." F.A. Hayek, "The Use of Knowledge
in Society," American Economic Review 35, 1-18 (1945). Here, Hayek demonstrates why he lost the socialist
calculation debateto Mises. Although Misesarguesfor thelogical impossibility of calculation without prices,
Hayek holds out the logical possibility that some omnipotent socialist (today, an omnipotent socialist
computer) could somehow be programmed with all possible variables needed to duplicate the price system.
This is of course impossible, since the information programmed into such a computer (or known by a man)
would be outdated as soon asit was programmed, and the central planner could therefore never imitate the
flexibility of the market and its entrepreneurs. More importantly,this informationistoo vastto everbegrasped
by the human mind, let alone entered into adatabase. See also Trygve J.B. Hoff, Economic Calculationinthe
Socialist Society. Trans. M.A. Michael. London: W. Hodge, 1949.

It issimilarly disheartening to find Novak argue that fiat money is spiritually preferable to "physical money"”
such as gold. AsNovak writes, "Theologians have not sufficiently reflected on the psychological nature of
money. New inventionsin accounting and contract law, and | ater still in the monetizing of public debts, turned
attention away fromthe physicality of money. Less and less did individual s handle physical money; more and
more money became a book-keeping record. Money in this sense became intellectualized. Gold, silver, and
materials of barter were largely supplanted by symbolic paper. Moreover, this paper came to depend to an
unprecedented degree upon public trust. Thus, in our day, economists measure ‘consumer confidence,’
'inflationary psychology,' 'business confidence,' [and] 'investment climate." The stability of societies has
become an important factorin the val ue of their public currencies and their economic assets." Novak, The Spirit
of Democratic Capitalism, 100. This preposterousaccount of the history of money - and of the alleged virtues
of government fiat money - is in stark contrast to the monetary theories of the Austrians. See Ludwig von
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Despite Novak's claims which might otherwise seem correct, takeninthe context of the whole of

hiswriting, they are more properly regarded as sound bites thrown in to any genuine capitdists who might

be reading. Novak's system fails completely. He does not write explicitly of homo economicus,™ yet his

criticisms of capitaism necessitate such anon-entity as this Neocl assical conception of humanity.>* Novak

congdersfive "disadvantages of democratic cgpitdism:” 1) "concentrationonthe pragmetic does no make

[menand women)] noble, virtuous or happy;"2 2) "the habit of seeking apractical compromise...may leave

the spirit unhappy about not having cleaved to inwardly nourishing ideals;"®® 3) "the desires actudly

expressed in the marketplace are the ones businessrushesto fill ... nourishes a hedonism;"** 4) "the appeal

... to the sdf-interest of each individual...heightens the impresson made by the sysemasawhole that it is

based on a radical form of sdfishness"® and 5) "the strength of the business community and of its

50

51

52
53

55

Mises, The Theory of Money and Credit. Trans.H.E. Batson.New Haven: Yae University Press, 1953; Murray
N.Rothbard, The Case Against the Fed. Auburn, Alabama: Ludwig von Mises Institute, 1994; Rothbard, What
Has Government Done to Our Money? Auburn, Alabama: Ludwig von Mises Institute, 1990; Rothbard, The
Case for a 100 Percent Gold Dollar. Auburn, Alabama: Praxeology Press of the Ludwig von Mises Institute,
1991.

Surprisingly, Fr. Neuhaus does postulate the existence of the elusive homo economicus: "Our activity as
economic man, homo economicus, is not the main thing in most of ourlives....Butitis an important dimension
of out lives, and, in Christian teaching, this dimension of life, too, should be brought under the lordship of
Christ." Doing Well & Doing Good, 25.

Homo economicus, or “economic man,” is defined as " The name givento the'construct'in economics whereby
individuals are assumed to behave as if they maximize UTILITY, subject to a set of constraints of which the
most obvious is income. Economic man isthen ‘rational’ if he pursues this objective although he may face
obstacles, such as imperfect information, which prevent him actually achieving the goal. Rational man in
economics may however pursue objectives other than the maximization of utility, in which case heisrational
if he pursues that goal in a self-consistent manner.” The MIT Dictionary of Modern Economics, 4th Ed.,
David W.Pearce, Ed. Cambridge,Mass.: MIT Press, 1992, p. 120. See also Shaun Hargreaves-Heap and Martin
Hollis, "Economic Man," in The New Palgrave: A Dictionary of Economics, vol. 2. John Eatwell, Murray
Milgate, and Peter Newman, eds. London: Macmillan, 1987, pp. 54-55. The Palgrave definition, it should be
noted, treats Marx, Bentham, Hobbes, the Neoclassicals, Hume, Kant, and the Rational Expectations School,
but no Austrians.

Novak, The American Vision, 12.

Ibid.

Ibid, 12-13.

Ibid, 13.
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intellectud speciaigts in concentrating upon the practica order carries with it profound weakness in the
fields of theory and ideology.'®®

Four of the five "disadvantages' of capitdism that Novak postulates necessitate a homo
economicus view of man. The disadvantages that Novak postulates assume that a man who runs a
business or seeksto make a profit by hislabor for an employer does nothing ese onearth. Thisisdespite
the fact that Novak writes glowingly about "our own experience,” "our own families" and "How fathfully
intellectua's continue to maintain contact with their own origins'®” Instead of conceiving of man as being
born into a family, raised in a church, and dwelling in a community, Novak faults capitdism — private
property —for not providing things whichit does not seek to provide and whichit isnot meant or concelved
to provide, nandy mord character education (which, for Aristotle, encompasses a proper disposition
toward pleasures and toward one's sdf), spiritud fulfillment, and aliberd education. Inshort, Novak'sfirst,
third, and fourth "disadvantages' are idertica, Snce being virtuous includes conquering selfishness and
pleasure. The second "disadvantage’ arguably aso could be included in the first, sSince the concept of
"inwardly nourishingidedls' does not logically exclude something like the Arigtotelianvirtues, and does not
necessarily have to meanany sort of rdigious fath. Additiondly, and inexplicably, Novak spends Chapter
Four of The American Vision discussang in detal the ways in which those in Europe and America

(particularly in America) provide for their spiritua, social, and emotiona needs. If Americans in fact

56 Ibid.
57 Ibid, 2-3.
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provide for such needs, then the disadvantages which Novak attributes to capitalism are shown to be
fdse®

Hndly, Novak's fifth disadvantage is not adisadvantage at dl, but merely the result of Novak's
ignorance. PaceNovak, the Austrian School (and many economists before the Austrians) have devel oped
sound theories of private property and capitalism, of which Novak seems blissfully unaware.

It isafurther fault of Novak's work that he defends capitalismon merdy utilitarian grounds. Rich
people are good for Western avilizationbecause they produce nifty architecture, sometimesinvest wisdy,
and provide something to whichpoor people may aspire. Novak daimsthat this precludes him from being
a "democratic socidist.’®® Here, Novak has missed the mark. It is not merely the fact that economic
activity "enlarges the realm of choice" and thereby "increases personal liberty."®®  Mere economic activity
is not sufficent to preserve ether choice or liberty. Only economic liberty adlows for politicd liberty.

Absent the freedom to use his physica property as he seesfit, aman's political liberty is empty.

58 Similarly, Novak argues that " A market system entails great human losses. For realists, this was a foregone

conclusion." The Spirit of Democratic Capitalism, 120. The human | ossesalleged by Novak, however, are not
unique to capitalism. Old communal ties and the heroic spirit were more horribly repressed in the Soviet Union
and ChinathanintheWest. Similarly, thereisno reason to support that menin capitalist societiesare any more
rapacious, avaricious, socially mean, cowardly, or hedonistic thanin socialist orformerly communistcountries.
Indeed, the privations of socialismand communismmay encourage an inordinate attachment to material things.
Y et this escapes Novak.

Novak, The Spirit of Democratic Capitalism, 210-214; 213. If oneis concerned that Novak's views might have
changed since 1982, there is no evidence of such atransformation. In a 1997 address at Salve ReginaUniversity
in Providence, Rhode Island, Novak argued that corporate executives are entitledto largesalaries becausethe
wealthy tend to be philanthropic. This may be true, but it misses the point, namely that wages reflect the
productivity of labor, and furthermore that there is no superman outside the market who is able to determine
"objectively" or "scientifically" what someone "ought" to earn.

Novak, The Spirit of Democratic Capitalism, 102-103.

59
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[1. The Failure of Neoconsarvatiam, the Splendor of the Audtrians

On page one of The American Vision, Novak demonstrates his misunderstanding of economics.
He purports to describe "democratic capitalism,”i.e. aunified theory of mordity, palitics, and economics.
Thisis contrary to the Audtrian insight that economics is an independent discipline. The neoconservatism
of Michael Novak isanatempt to justify Western civilization as it has evolved in the United States today,
and not arigorous theoretical examination of economics, palitics, or ethics. Novak blurs the distinction
between three separate and digtinct intdlectud disciplines, losng sight of the truth in the process. Thisis
afad defect of his system.

Novak appears unacquainted with the magnum opus of Ludwig von Mises, Human Action.
Novak writesin The American Vision tha "Thereis no 'Capitalist Manifesto,"®! and dso that "Thereis
no single book one would willingly place in the hands of a serious inquirer and say: 'Hereis our full mord,
political, and economic vision."®? An immediate criticism prompted by this neoconservative foray into
economics is that it adds nothing to the Ausdtrian view. The Austrians concede that economicsis not a
generd theory of human existence. Economics is economics, and cannot and should not supplant
philosophy, theology, and history. Y et thisiswhat the neoconservative am to do, in the process distorting

not only economics, but philosophy and theology aswel. The neoconservative, for mord and theologica

61 Michael Novak, The American Vision: An Essay on the Future of Democratic Capitalism, Washington, DC:

The American Enterpriselnstitute, 1982. AmericanEnterprisel nstitute Studies in Political and Social Processes,

po. 14.
62 Ibid, 1.
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reasons, are concerned withjustice. Yetinther zed to gpply ethical and theological notionsto economics,
they have not paused to first study economics qua economics.

Of course, if candidates are sought for a "capitdist manifesto” (in the proper sense, and not asa
generd theory of humanexistence), one should happily give to serious inquirersany of the fallowing: Mises
Mises Hunam Action or Liberalism, Rothbard's Man, Economy, and State, and Hoppe's Theory of
Capitalism and Socialism. If Novak perssts in seeking a unified theory of philosophy, politics, and
economics, Rothbard's The Ethics of Liberty arguably meetsthe requirements. Indeed, thelist of possible
"capitdis manifestos' could dsoindudeworks by Bagtiat, Hayek, Smith, Hazlitt, and others. That Novak
is gpparenatly unaware of these works, so that he does not so much as mention them in The Spirit of
Democratic Capitalism even to criticize them, does not bode well for neoconservatism.®

Novak and Neuhaus are interventionistsfor mora reasons, and not properly capitdigtsat dl. This
should be readily seen by an andyss of the term "neoconservatismi' itsdf, following the argument of
FriedrichHayek in"Why | anNot aConservative,"hisfamous postscript to The Constitution of Liberty.
As Hayek contends,

Conservatism proper is a legitimate, probably necessary, and certainly
widespread attitude of opposition to drastic change....Let me now state
what seems to me the decisive objection to any conservatism which
deserves to be called such. It is that by its very nature it cannot offer an
aternative to the direction in which we are moving. It may succeed by its

= It must be noted that Novak appears to have learned of the Austrian School at some point between 1982 and

1997, as evidenced by his glowing praise of the Austrians in a 1997 First Things article, "Economics as
Humanism." Novak remains committed to his humanistic general theory of Western civilization, and the article
does not go beyond a brief exposition of methodol ogical subjectivism, entrepreneurship and the concept of
human action. Strangely, Novak does not seem to find the insights of the Austrian School incompatible with
his own, not very Austrian,works. Nichael Novak, "Economics as Humanism." First Things, 76 October 1997,
pp- 18-19. Available at http://www.firstthings.com/ftissues/ft9710/novak.html.
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resistance to current tendencies in slowing down undesirable developments,
but since it does not indicate another direction, it cannot prevent their
continuance....What the liberal [libertarian] must ask, first of al, is not how
fast or how far we should move, but where we should move....this
difference between liberdism and conservatism must not be obscured by
the fact that in the United States it is still possible to defend individua liberty
by defending long-established ingtitutions. To the liberal they are valuable
not mainly because they are long established or because they are American
but because they correspond to the ideals which he cherishes.®

The neoconservatives Novak and Neuhaus (pardon the dliteration) do not provide, nor do they so much
asproposeto provide, a positive theory of economics. Instead, they attempt to reconcile fuzzy nations of
capitaism and markets with Catholiciam in genera (in the case of Novak) or with papa encyclicas in
particular (in the case of Neuhaus).

Even so, the neoconservative economics of Novak and Neuhaus is not entirely bad. Consider
Neuhaus acknowledgment that

many people are hesitant about thinking Christianly about economics
because much Christian thought about economics has turned out to be
nonsense, and very destructive nonsense at that. Still today, those who
traffic in grand moral visions tend to exhibit a contempt for the real world
of economic behavior, and especialy for behavior in the free economy that
is usually called capitalism.®

Neuhaus iscorrect inhisestimation that much Christian writing aout economics is sheer (and dangerous)
nonsense. Those writing on economics from a faith-based perspective tend, by and large, to ignore the
need to understand economics, writing instead as if they possessafiat power based upon the Gospels to

nullify supply and demand. Congder, for example, the work of Mark and Louise Zwick of the Houston

Friedrich A. Hayek, The Constitution of Liberty. Chicago: University of Chicago Press, 1950, pp. 397-399.
Neuhaus, 20-21.
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Catholic Worker House, who atack profits and corporations in the name of distributism,®® the mistaken

rantings of Orestes Brownson,®” or the preposterous decision by the University of Notre Dame to boycott

goods produced in "sweatshops."®®  Notre Dame is apparently unconcerned about the unemployment in

poor naions which necessarily results from such a decison to cater to American textile unions and other

"humanitarian” interests. Badtiat, however, obsarves that

legal plunder can be committed in an infinite number of ways. Thus, we
have an infinite number of plans for organizing it: tariffs, protection, benefits,
subsidies, encouragements, progressive taxation, public schools, guaranteed
jobs, guaranteed profits, minimum wages, aright to relief, aright to the tools
of labor, free credit, and so on, and so on. All these plans as a whole — with
their common aim of legal plunder — constitute socialism.®®

The good intentions of Chrigtian reformers cannot serve to cleanse legal plunder of its true nature as

plunder, nor can they serve to turnfasehoodsinto truth. The Zwicks, of example, contumacioudy quote

Scripture and Chesterton while attacking Michagl Novak as if he were the spokesman of capitalism.™ It

may be that they are the sort of thinkers Mises has in mind when he writes that

66

67

68

69
70

Mark and Louise Zwick, "Roots of the Catholic Worker Movement: Distributism: Ownership of the Means of
Production and Alternative to the Brutal Global Market." Available at
http://www.cjd.org/paper/roots/rdistrib.html.

"Theownerwhoisinvolvedinthe systematic exploitation of poorlaborersis frequently one of our respectable
citizens; perhaps he is praised in the newspapers for his liberal donation to some charitable institution. He
passes among us as a pattern of morality, and is honored as aworthy Christian. ... It isfor the interest of the
trader to cheat — to buy under value and to sell over value; it isfor the interest of the master to oppress the
workman. ... Thusistheinterest of one opposedto theother. ... Wages is acunning device of the devil, for the
benefit of tender consciences who would retain all theadvantages of the slave system, without the experience,
trouble, and odium of being slave-holders." Orestes Brownson, "The laboring classes," Boston Quarterly
Review, 1840. Quoted by Neuhaus, 66. Brownson gets economics utterly wrong. He espouses thelabor theory
of value (also espoused by Marx), so that labor is "exploited" by wages (which Brownson is unable to
distinguish from chattel slavery). Brownson al so considers buying on he cheap to be "cheating," presumably
because he accepts objectives value theory, such that athing is objectively worth x and not a penny less (or
more).

Margaret Fosmoe, "N.D. taking anti-sweatshop steps,” South Bend Tribune, March 2, 1999. Available at
http://www.southbendtribune.com/99/mar/030299/local _ar/162200.htm.

Ibid., 22.

Ibid., Note 66.
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People may disagree on the question of whether everybody ought to study
economics serioudy. But one thing is certain. A man who publicly talks or
writes about the opposition between capitalism and socialism without having
fully familiarized himself with all that economics has to say about these
issues is an irresponsible babbler.™

Hayek chosethetitle of "The Road to Serfdom” to Sgnd to the "well-meaning” British socidigs thet their
policies were identica to the policies of Lenin, Sdin and Hitler. No matter that Neuhaus, Novak, the
Universty of Notre Dame and those of the Catholic Worker movement desire to hdp human beings in
accordance withthe Gospdl; their ideas are mistaken, and the way they have chosento "help” canlead only
to human misery and the destruction of wedth.

Concdluding the examination of the virtues of neoconservative thought, it should be noted that
Neuhaus observes that not dl theistic systems respect individud liberty; 1dam, he observes, isthetic but
illiberd. Neuhaus therefore is a least aware of the dangers to liberty posed by theocratic or near-
theocratic regimes. Neuhaus adso perceives the need for the state to be aminima or non-existent element
in society.

The notion of devolving or decentralizing state functions assumes that the
functions belong to the state in the first place....In the concept of the
subjectivity of society, the point is that these functions — such as economic
activity, education, health, and social services — properly belong to the free
associations of the people of the society. The state has an important
ancillary role in providing a framework of law and order in which people
can attend to the business that is properly theirs.”

Thisis, within close bounds, the view of the Austrian School. Murray Rothbard takes the argument to its

logica conclusion, i.e. that if weinvestigate matters closdly, wewill find that anything whichhasbeenor can

n Ludwig von Mises, The Anti-Capitalistic Mentality, 47.

Neuhaus, 244.
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be provided by the market should be provided by the market, and furthermorethat thereis nothing which
the market either cannot or has not provided.

Although Neuhaus makes dams such as that presented above, which comport with Austrian
theory, hisfrequent departuresfromsuchdams effectively negate them, so that his neoconservatism, inthe
end, is an interventionist theory. Also, Neuhaus argument in favor of markets pae in comparison with
Audtrian praise for markets. Consder the following passage from Mises:

What gives to individuds as much freedom as is compatible with life in
society is the operation of the market economy. The constitutions and hills
of rights do not create freedom. They merely protect the freedom that the
competitive economic system grants to the individuals against
encroachments on the part of the police power.

In the market economy people have the opportunity to strive after the
station they want to attain in the structure of the social division of labor.
They are free to choose the vocation in which they plan to serve their
fellow men...under capitalism everybody is free to chalenge the vested
interests of everybody else. If he thinks that he has the ahility to supply the
public better or more cheaply than other people do, he may try to
demonstrate his efficiency. Lack of funds cannot frustrate his projects.
For the capitalists are dways in search of men who can utilize their funds
in the most profitable way. The outcome of a man's business activities
depends aone on the conduct of the consumers who buy what they like
best.”

The neoconservatives not only fall to properly concelve of economics, but fail to properly conceive
the higtory of Catholic economic thought. Neuhaus claimsthat " Capitalism came at the too high price of
abandoning the socia and economic order of the Middle Ages, and required an embrace of the radica

individualism associated with the Protestant heretics.”*  Novak vaguely describes the historical rise of

73

Mises, The Anti-Capitalistic Mentality, 99-100.
74

Neuhaus, 65.
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capitdismin Chapter Five of The Spirit of Democratic Capitalism, and givesmentionto "the Dominican
scholar Cgjetan (1469-1534)" as having been "the firg theologian to bresk from conceptions of a datic
economic world to those of a changing world."”™ Neuhaus daim is higtoricaly fase, while Novak's is
inadequate to both a history of capitdism and of Catholic economic thought.

As is meticuloudy detailed by Murray Rothbard, the late thirteenth century witnessed the
deve opment of utility theory by the Franciscan Pierre de Jean Olivi (1248-98).7 Olivi wasthefirst thinker
to devel op subjective utility theory, and also "the firgt to bring into economic thought the concept of capita
(capitale) as a fund of money invested in abusiness venture.'”” And yet, contrary to the thought of the
neoconservatives, and other maniacal Christian dabblersin economics, who fear that capitaism mug in
some way pervert the soul by necessity, Olivi was "the leader of the rigourist wing of the Fransiscanorder
that believed in living in extreme poverty” and "the main leader of the Spiritual Franciscans, who believed
devoutly in following fathfully the rule of total poverty laid down by the founder of the order, St. Francis
of Assis (1182-1226).'™

Olivi'sworks, suppressed by hisrdigious enemies, were rediscovered by San Bernardino of Sena
(1380-1444), amember of the Strict Observant wing of the Franciscans.”® Rothbard writesof Bernardino

that
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Novak, The Spirit of Democratic Capitalism, 98.

Murray N. Rothbard, Economic Thought before Adam Smith. An Austrian Perspective on the History of
Economic Thought, vol. 1. Cheltenham, England: Edward Elgar, 1999, p. 60.

Ibid., 61.

Ibid., 62. Olivi'srivals,the Conventual Franciscans, attempted to destroy al copies of his works, in part because
of the conflict between the Conventuals and Spirituals, and also in part because Olivi had dallied with the
Joachimite heresy. Ibid., 60-63.

o lbid., 62; 81.

7
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The great mind, and the great systematizer, of scholastic economics was a
paradox among paradoxes. a strict and ascetic Franciscan saint living and
writing in the midst of the sophisticated capitalist world of early fifteenth
century Tuscany. While St. Thomas Aquinas was the systematizer of the
entire range of intdlectual endeavor, his economic insights were scattered
in fragments throughout his theological writings. San Bernardino of Siena
was the first theologian after Olivi to write an entire work systematically
devoted to scholastic economics.®

After Bernardino, the Spanish Scholastics of the School of Salamanca, induding Martin de Azpilcueta
(1493-1586) and Luis de Molina (1535-1601), developed the existing "purchasing-power parity theory
of exchange rates" and "the supply and demand andysis of the vaue of money."®! The synthesisof theology
and economics which Novak and Neuhaus seek to perform, then, was perhaps written between four and
sx hundred years ago.

Less one attempt to excuse the neoconservativesfor ther ignorance of Olivi, Bernardino, and the
School of Salamanca, it must be noted that the works of Bernardino at least were known as early asthe
1930s. Amintore Fanfani, an Itdian historian (and aRoman Cathalic), related that " St. Thomas expresses
himsdf thus: the desire of wedlth is unlawful if we seek it as an ultimate end, if we seek it with too great
solicitude, or if we fear that, by following conscience, we shdl lack necessities®?  With regard to the
morality of increasing one's fortune, Fanfani describes the work of "St. Bernardino of Siena, who prefers

aman to enrich himsdlf in order to profit his neighbour by new enterprizes[sic], rather than to Stidle for

8 Ibid., 81.

8l Ibid., 106; 113.

82 Amintore Fanfani, Catholicism, Protestantism and Capitalism, New York: Sheed & Ward, 1938, p. 128. It
should be noted that Fanfani's work is not without defects. In attempting to describe the nature of capitalism,
Fanfani makes reference to the works of Werner Sombart. Sombart, however, is referred to as "that Nazi
philosopher" by Mises and Rothbard, for his claim that "waris the natural state of mankind, in contract to the
base trading of the merchants." Fanfani, however, does not base his account upon Sombart, instead making
use of Sombart, as well as othertheorists such as MaxWeber, to describe the operations of capitalism. Asthe
quotations above indicate, Fanfani did not accept Sombart's view of capitalism.
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fear of growing too rich."®® Wilhem Rdpke (another Roman Catholic), writing a year before Fanfani's
work was published, remarks of the Medievds that

recent investigation demonstrates the need for a thorough revision of
received opinion. We know now that even in the Middle Ages there was
an intense degree of economic activity and that it is legitimate to speak of
a "world economy of the Middle Ages," an economy which was not by any
means confined to the exchange of luxury-type goods. We have evidence
also that the individuals engaged in this economic activity — and this should
not surprise — exhibited a pronounced propensity for business enterprise.
What is particularly significant is that this highly developed economic system
of the Middle Ages crumbled at the beginning of the modern era, to be
succeeded by a less differentia type of economy in the period which saw
the rise of mercantilism and of national territorial states. Like the world
economy of antiquity, the world economy of the Middle Ages fel in ruins,
together with the politica system which supported it. It is a story with
special reference to our own age.®

Rdpke was concerned in 1937 about the gdloping statism in Europe, and in Germany in particular. Itis
aso useful to note Ropkes digtinctively Audtrian remark that Medieva capitdism was destroyed by the
economic intervention of nation-states in the form of mercantilism.

Exploring the particulars of Medieva economic thought, Fanfani notes, that, for Aquinas,

83 Ibid., 130. "St. Bernardino, Prediche volgari dette sulla piazza del Campo I'anno MCCCCXXVII, ed. Bianci,
Siena, 1880, vol. Ill, p. 204, and Opera omnia, vol. |, Sermon XLVI, art. Il11, Chap. IV. St Bernardino's theories
havebeentreated ...also by M. Sticco,in his excellent little book, Il pensiero sociale di San Bernardino, Milan:

o S.E., "Vitae Pensiero," 1925. Ibid., 130 n.2.

Wilhelm Roépke, Economicsofthe Free Society, Grove City,Penn.: Libertarian Press, Inc., 1994, p. 17. Transl ated
from the 9th German Edition, Erlenbach-Zurich: Eugen-Rentsch Verlag, 1961. Originally published as August
30, 2000ie Lehre von Wirtschaft, Vienna: Julius Springer, 1937. Ropke refers to F. Rorig, Mittelalterliche
Weltwirtschaft, Bl Gite und Ende einer Weltwirtschaftsperiode (Jena, 1993); Walter Eucken Die Grundlagen der
National 6konomie (6th ed., 1950, tr. into English asFoundations of Economics, London, 1960); Ludwig von
Mises, Theory and History: An Inter pretation of Social and EconomicEvolution. New Haven: Y aleUniversity
Press, 1957. It must be noted that Rdpke is attacking Werner Sombart in the quoted passage. In Catholicisn,
Protestantism and Capitalism, Fanfini relies on Sombart's history of capitalism. Sombart's bizarre view of
capitalism (for example, that the natural state of man is warfare, as opposed to the "base trading of the
merchants,” for which Mises and Rothbard refer to him as "that Nazi philosopher"), however, has no bearing
on Fanfani's recounting of the writings of Aquinas and Bernardino.
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Surplus wealth must be used to provide aso for the needs of [one's]
neighbour &

The fact that surplus must be devoted to the needs of the poor seemstorule
out any principle of provision for the future and seams to condemn dl
saving. On this point Catholic doctrine has established a distinction. To
work simply in order to save is unlawful. But for a man to work to provide
for anticipated future needs, to expand his business so as to better his own
position and profit his neighbor and his country, is most lawful, and this
according to both old and modern formulations of Catholic thought,
according to the Angelic Doctor and according to the reigning Pope.

To use wedth to ad the poor does not mean giving money away to charity to the excluson of putting
money to productive use. As St. Thomas and the papa encyclicals on economics and socia reform
recognize, to use wealth to aid the poor includes using that wedlth to creste more wedthfor al. Without
first having created a business empire, Tom Monaghan could not have sold hisinterest in Domino's Pizza,
nor could he have donated $50 millionto establish Ave Maria law school . At times, the neoconsarvatives
gopear precisdy in fear of growing too rich.

What the neoconservatives ignore is the fact that the only solution to poverty is to create more

wedth. Inthisregard, Mises writes that

Critics level two charges against capitalism: First, they say that the
possession of a motor car, atelevision set and a refrigerator does not make
a man happy. Second, they add, that there are still people who own none
of these gadgets. Both propositions are correct, but they do not cast blame
upon the capitalistic system of socia cooperation.
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Fanfani, 136, citing Fanfani, Le origini, Chaps. | and IV; Rerum Novarum; Quadragesimo Anno.

Fanfani, 136, citing St. Thomas Aquinas, Summa Theologica, Il-11,q. 78, art. 4; Pius XI, Quadragesimo Anno.
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e Pensiero," 1933, pp. 22-3, 116-7, 125-6.

Peggy Wal sh-Sarnecki, "Monaghan Spending Millions to Create Catholic Law School," Detroit Free Press,
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People do not toil and trouble in order to attain perfect happiness, but in
order to remove as much as possible some felt uneasiness and thus to
become happier than they were before. A man who buys a television set
thereby gives evidence to the effect that he thinks that the possession of this
contrivance will increase his well-being and make him more content than he
was without it. If it were otherwise, he would not have bought it. The task
of the doctor is not to make the patient happy, but to remove his pain and
put him in better shape for the main concern of every living being, the fight
against all factors pernicious to his life and ease.

In may be true that there are among Buddhist mendicants, living on ams in
dirt and penury, some who feel perfectly happy and do not envy and nabob.
However, it is a fact that for the immense mgjority of people such a life
would appear unbearable. To them the impulse toward ceaselessly aiming
at the improvement of the external conditions of existence is inwrought.
Who would presume to set an Adatic beggar as an example to the average
American? One of the most remarkable achievements of capitalism is the
drop in infant mortality. Who wants to deny that this phenomenon has at
least removed one of the causes of many people's unhappiness?

No less absurd is the second reproach thrown upon capitalism — namely,
that technological and therapeutical innovations does not benefit al people.
Changes in human conditions are brought about by the pioneering of the
most clever and most energetic men. They take the lead and the rest of
mankind follows them little by little. The innovation is first a luxury of only
afew people, until by degrees it comes into the reach of the many. Itisnot
a sensible objection to the use of shoes or of forks that they spread only
dowly and that even today millions do without them. The dainty ladies and
gentlemen who first began to use soap were the harbingers of the big-scale
production of soap for the common man. If those who have today the
means to buy a television set were to abstain from the purchase because
some people cannot afford it, they would not further, but hinder, the
popularization of this contrivance.®

Here, Mises makes severa points of great importance to the debate between neoconservatism and the

Audrians. Firg, Mises refers to the notion of "demondrated preference” in his example of the man who

88 Ludwig von Mises, The Anti-Capitalistic Mentality, 73. Mises al so makes referenceto "theinherent tendency

of capitalismtoward shortening the interval between the appearance of a new improvement and the moment
its use becomes general ."
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buys a tdevison. This idea is dmost completedy lacking in the neoconservative attempt to describe
economic redlities.

Second, Mises point that people "do not toil and trouble inorder to attain perfect happiness, but
in order to remove as much as possible some felt uneasiness and thus to become happier than they were
before" servestoilludrate the difference betweenwork and the quest for salvation which is blurred by the
neoconservatives. Itisof course correct that whether Bill Gates goesto heaven will be determined by what
he does on this earth, whether in Redmond, Washington or in Washington, D.C. Butitisnot truethat Bill
Gateswas, or should have been, motivated in his creation of Windows by the desireto reach heaven. This
isof course not to say thet it would be mord or Christian of Gatesto seek the ruin of souls by cresting an
inherently pornographic operating system (whatever such athing might be). Instead, Windows servesto
make life eeser here on earth, both for the santly and the anful. It is difficult even to conceive how any
sort of invention or technologica advance might be developed soldly for the purpose of aiding manin his
journey to savation. Instead, a sound understanding of economicsredizesthat manworksand createsin
order to better his life on earth, and that it necessarily remains a separate question of whether the mora
nature of hislife on earth will bring him to the Bestific Vison.

Inthisregard, Novak dams that prosperity isitsown greatest danger. Thisisbecause poor people
do not know how to be prosperous, according to Novak, and are therefore corrupted by the wealth

produced in capitaist economies® Such an objection, however, is utterly wrongheaded. If itistruethat

8 Ludwig von Mises, The Anti-Capitalistic mentality, 73. Mises al so makes referenceto "theinherent tendency

of capitalismtoward shortening the interval between the appearance of a new improvement and the moment
its use becomes general ."
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poor people are unable to properly behave whenever they become wealthy, then poverty is a moral
dilemma to which there can be no solution. It must dso be truein such a case that the mord corruption
of the formerly blessed poor is not unique to capitaism, but is rather a necessary feature of any economic
sysemwhichgivesmorewedthto the poor, such as socialism, or the socid welfare programs advocated
by Novak in the name of democratic capitalisn. The dilemma, however, is afadse one. The materia
aspects of humanlife have improved dramaticaly over time— from the unwashed, filthy conditions of cave
dwellersto the antiseptic hospitals of the modernWest. Thereis no evidence which can be offered for the
dam that mankind has in the process become in any way more "mordly corrupt” than a any timein the
past. A comparison of the persona morasof the Clintonswith the persona morasof the Roman emperors
— Tiberius and Gaius (Cdligula) inparticular — should disabuse anyone of sucha notionthat prosperity must
necessarily result in mord corruption.

The good idea which is implied by Novak and explicitly stated by Neuhaus (but inadequately
aticulated), isthat "The Chrigtian who is engaged in economics understands that heis reponsible to the
Ultimate Economist, who isnone lessthan God."® Y et it remains difficult to gpply this daim to economics
withany special force. The doctor who ministers to patients must understand that he is respongble to the
Ultimate Hedler, and the priest who leads his parish must understand that he is reponsible to the Ultimate
Priest (if wewish to coin further names for God). Y et Neuhaus has made amora and theologica dam

about human action which is of no practical vaue. 1t does not guide Chrigtians in buying automobiles or

Neuhaus, 20.
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sneakers. Unfortunatdy, then, despite its good intentions, Fr. Neuhaus articulation of neoconservative

economics collapses upon itsdlf.

V. Conclusion

It wasthe great achievement of Sts. Albertus Magnus and Thomas Aquinas that the Cathalic faith
was synthes zed with the philosophy of Arigtotle. A smilar task remains for the synthes's of Catholic fath
and economics.  Furthermore, this synthesis should discard forever as grammaticaly unwise the label
"Catholic economics." Fr. Josgph Owens, investigating whether there is such a thing as "Chrigtian
philosophy,” suggests that "Chrigtian philasophy” is philosophy that focuses upon questions of unique
interest to Chrigtians.® It would be intdligible, then, to speak of "' Catholic economics' as economics that
focuses on questions of unique interest to Catholics. Anexample isthe work of Garrick Smdl investigating
the relation between Audrdian fertility rates (which are heavily impacted by abortion and contraception)
uponAudrdianreal estate values, or aninvestigation of the impact of Americanforeignad (whichtypicaly
favors "population control," i.e. abortion and contraception) upon religious groupsin recipient nations.*

But the term "Catholic economics' should itsdf be discarded as imprudent. Much of what goes by the

o Fr. Joseph Owens, C.Ss.R., "The Distinguishing Feature in Catholic Philosophy," in Towards a Christian

Philosophy. Studies in Philosophy and the History of Philosophy, Vol. 2. General Ed., Jude P. Dougherty.
Washington, DC: The Catholic University of American Press, 1990. Ch. 4. Originally published in The Papin
Gedenkschrift: Dimensions in the Human Religious Quest — Essays in Memory of Joseph Papin. Ed. Joseph
Armenti, Univ. Microfilms Int., Michigan (Vols. I-1V); 1986-1989.

Garrick Small, "Long Term Impacts of Fertility Restraint on Australian Investment Performance,” presented at
the 8th Annual Conference of thel nternational Popul ationand Family A ssociation, Steubenville, Ohio, October
1997. Available at http://www.ozemail.com.au/#garricksmall/97PopEconomics.htm; "The Real Economics
Problem of the Aging Population,” Australians for Population Justice Monitor 3 (5) (1997).
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name of Cathalic "socid teaching" today istainted to the core by Marxism, socidism, and statism. 1t will
be an easier task to undo this anti-intellectua and incorrect abuse of thought if defenders of the free market
cast the debate in their own terms.

Novak, it should be noted, appearsto reman committed to the project of his 1982 books, namely
a"new synthess' of "philosophy, law, anthrolopology, psychology, rdigion, and evenart," and goes so far
asto credit the Austrian School with first making "the humanistic turn in economics'®® Y et Novak does
not recognize the incompatibility of much of his own work with Audtrian theory. Inhisarticle "Economics
as Humaniam," he writesthat "there seems to be emerging in economics something like a universd science,
a science of humans qua humans, in dl our variety but also in certain invariant relations to human
experience...It isthe vocation of economicsto hep us be better womenand men[.]"** A "universa science
of humans qua humans' is not the object of the Audtrian School of economics, it isthe god of philasophy
or theology.

Itisnot clear what sort of synthesis Novak has in mind. Whether Novak wishesto put economics
next to philosophy and theology as pillars of Westerndvilization, or whether he seeks a"universa science”
whichisamish-mashof al humanknowledge, remains unclear. InThe Spirit of Democratic Capitalism,
Novak articulates the need for a"theology of economics" and himself proceeds to sketch the outlines of
suchasynthesis® Yet the limitsof his own understanding of economics confine imto generaly endorsing

free markets and condemning the unthinking recitationof Scripture.® Fortunately, Novak himsdlf appears

% Novak, First Things, 76, October 1997, 18.

94 Ibid., 19.
9 Novak, The Spirit of Democratic Capitalsim, Chs. 14-20.
9% Ibid., 239-240; 335.
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opento sound argumentation, and encourages the Catholic churchto be receptive to anew understanding
of economics. "The Catholic church has heretofore learned from the intellect of Greece and Rome,
Gearmany and France. Why not also from America?'®” One should instead ask "Why not also from
Audria?’

In dosing, what Novak and Neuhaus describe as a "Cathalic* or "mordity-based approach” to
economicsisnot economicsat dl, but rather an ill-fated attempt to gpply ethics to econoimcs, if not to mix
the two disciplines outright. Christianity is not an economic theory. The red task of Christians and
Catholicsistounderstand the natures of capitdismand socidism, and the crucid differences betweenthese
two economic systems. Neoconversatism commits the error of Karl Marx: it fails to explain how the
"dternative’ to laissez-faire capitadism is supposed to function.  Pope John Paul 11 writes in Centesimus
Annus that "Human ingenuity seems to be directed more toward limiting, suppressing, or destroying the
sources of life —including recourse to abortion — that toward defending and opening up the possibilities of
life'® Mises and the Austrians echo John Paul's observation. In the West today, where governments
intervene in the market, and interferein the free actions of human persons, human crestivity and energy is
wasted — at best — upon regulating, overseeing, micromanaging, and patronizing, instead of being left to
grow and mature in the light of Christ, and a worst upon totaitarianism abroad and a home.

Chridtianity is the bas's from which liberdism developed, and it is Chridianity which places the

highest vdue on eachindividud person. Liberd and freesocieties, inturn, arethose societieswherereligion

o Ibid., 249.
% Pope John Paul II, Centesimus Annus. 1991. Paragraph 39. Reprinted in Neuhaus, 215, 298.
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is seen to best flourish. Capitdism, with its bass in private property, is the only possible bass of a free

society, and the only possible way for man to better his materid condition in the world.
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