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We are a think tank based in Oxford that seeks to promote an enterprise, market economy built
on ethical foundations.

We undertake research on the interface of Christian theology, economics and business.
Our aim is to argue the case for an economy that generates wealth, employment, innovation and
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transformation of the business enterprise and contributing to the relief of poverty.
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We are independent and a registered charity entirely dependent on donations for our work.
Our website is www.theceme.org,
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First Floor, 31 Beaumont Street,
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THEOLOGY AND THE MARKET
Welcome to our Theology and the Market publications series.

Our aim is to explore the central role of the market economy built upon ethical foundations. We
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CHAPTER 1

INTRODUCTION

Why does Catholic theology deal with business and the markets if sound epistemological principles
limit theology — as any other science — to its field of competence? In the case of theology this would
be religion, God and the relationship to him. Why therefore does theology reflect on business and
markets? Because God is the creator and the final cause of all that exists. In all we do we should
aspire to live according to God’s will and to love him; also in economic dealings. Thinking about
the moral dimension of business means thinking about God as the aim of all our activities. Besides,
the Catholic tradition reflects on the economy from a viewpoint of faith because Christian faith
has a public or, as one might say, a cultural dimension, as John Paul II wrote: ‘a faith that does

not affect a person’s culture is a faith “not fully embraced, not entirely thought out, not faithfully
lived™.!

1 John Paul II, Apostolic Exhortation Christifideles laici, n. 59. The inner quotation is from one of his earlier
statements.



CHAPTER 2

GENERAL PERSPECTIVE ON THE DEVELOPMENT OF
CATHOLIC SOCIAL THOUGHT

For the Protestant reader it might be important to understand the differences between the course
the Catholic tradition took as compared to the Christian communities that emerged from the
Reformation. The Catholic and Protestant traditions both attempt to solve a tension immanent
in Christianity as such: the tension between temporal power and spiritual authority, a distinction
that stems from Christ’s injunction to give to God what belongs to God and to Caesar what
belongs to Caesat.! In religions in which those who wield the temporal power are entrusted also
with the religions questions, as was the case in pagan Rome, or in which the spiritual authority
also regulates temporal affairs, there is theoretically no intrinsic tension between the two because
religion and politics are exercised by the same people, who belong to one and the same system.
Even when they ideally distinguish the profane from the sacred sphere, the people who are in
charge of the vertical relationship with God are also in charge of horizontal earthly affairs. There
will be different interpretations or political alignments among these people, but on principle the
tensions will not be between ‘Church and state’. This is the system of ‘monism’. Christianity, by
contrast, has universalised ‘dualism’, starting with the Old Testament distinction between the royal
and prophetic institutions. In the name of God, the prophets of the Old Testament raised their
voice to defend justice against the abuses of civic power. Christ reinforces this. In dualism, both
functions, the spiritual and the temporal, serve the same people but ate entrusted to two different
sets of institutions in one and the same society: the Church and the civil power structures. They can
each oppose the other. This ‘Christian dualism’ thus opens a field of tension and has also had the
consequence, which Pope Benedict XVI summarised, that ‘Unlike other great religions, Christianity
has never proposed a revealed law to the State and to society, that is to say a juridical order derived
from revelation.”

Unlike Islamic sharia, Christianity has generally not proposed a revealed civil law. However, the
Christian Church was and is challenged to make its faith fruitful for social life. In its millennial
endeavour to find a social order that was compatible with Christ’s revelation in the specific historical
circumstances of its time, the Church throughout the centuries up to the Reformation strove,
with varying degrees of success, to maintain two principles: first, the distinction and institutional
separation of temporal power and spiritual authority; second, and at the same time, the moral
ascendancy of Christian moral law over politics. This second principle expresses the conviction
that the state is not the supreme authority in the universe, or in other words that God is the Lord
of history and of all things, and that therefore God’s moral law also binds politicians. This second
principle is a common heritage of all Christian denominations.’

1 See Matt. 22.21 and parallels in Mark and Luke.

2 Benedict XVI, Address to the Bundestag, Betlin, 22 September 2011; see http://w2.vatican.va/content/
benedict-xvi/en/speeches/2011/september/documents/hf_ben-xvi_spe_20110922_reichstag-betlin.html.
3 See Hugo Rahner, Church and State in Early Christianity (San Francisco: Ignatius Press, 1992); Martin

Rhonheimer, Christentum und saknlarer Staat (Freiburg/Basel/Wien: Herder, 2012).



GENERAL PERSPECTIVE ON THE DEVELOPMENT OF CATHOLIC SOCIAL THOUGHT

Since the Reformation, Protestant and Catholic social thought have taken different roads in the
relationship between these two principles.

In contrast to Luther’s two-kingdoms doctrine* and the tendency in Protestant countries to
entrust the secular sovereign with the government also of the visible and external affairs of the
Church,’ the Catholic tradition developed the theory of potestas indirecta. This theory is linked to
late Scholasticism, in particular the School of Salamanca. It was spread and made known to a wide
public by Francisco de Vitoria® and Robert Bellarmine SJ.” In a nutshell, the posestas indirecta doctrine
meant that the pope had the right to teach the moral principles — and these alone — to the Christian
princes, who were obliged to put them into effect through their civil power apparatus. This was
a limitation of papal power because it denied the pope direct political power. Popes, Bellarmine
taught, usually had no right to interfere in the political affairs of Christian monarchs, and obviously
none at all in those of non-Christian princes. On the other hand, differently from the Reformers,
the Catholic Church taught and teaches that it is at the same time the visible and the invisible
Church, and the pope is sovereign over both of these spheres. The Church is also called to speak
out on temporal matters; and Christian behaviour in temporal matters, not only grace, is decisive
for salvation. The moral principles for politics and the social order, including the economy, which
the Catholic Church taught, were not based on revelation but rather on reason, and were called
‘natural law’. In the words of Benedict XVI, the Catholic tradition ‘has pointed to nature and
reason as the true sources of law — and to the harmony of objective and subjective reason, which
naturally presupposes that both spheres are rooted in the creative reason of God’.*

The problem of the potestas indirecta doctrine was the case of conflict. What happened if the Christian
monarch did not obey, stalled or even acted in a way that contradicted the pope’s injunctions?
In that case, says Bellarmine, political power devolved to the pope, and he could legislate, pass
sentences, exetcise administrative powers and even depose kings and queens.” This was one of the
reasons this theory was only partly successful.

4 See Robert Kolb, “Two-Kingdoms Doctrine’, in The Encyclopedia of Christianity, ed. Erwin Fahlbusch, Jan
Milic Lochman, John Mbiti, Jaroslav Pelikan and Lukas Visher (Grand Rapids, MI, Cambridge, Leiden, Boston:
Eerdmans/Brill, 2008), Vol. 5, pp. 569-75; Reiner Anselm, “Zweireichelehre I, in Theologische Realenzykiopidie (TRE)
(Berlin, New York: De Gruyter, 2004), Vol. 36, pp. 776-84; Wilfried Hirle, “Zweireichelehre II’, in TRE, Vol. 36, pp.
784-9; Max Josef Suda, Die Ethik Martin Luthers (Gottingen: Vandenhoeck & Ruprecht, 20006), pp. 117-37; Harold
J. Betman, Law and Revolution I1: The Impact of the Protestant Reformations on the Western Legal Tradition (Cambridge, MA/
London: Harvard University Press, 2003), especially pp. 40-2, 177.

5 See especially Thomas Hobbes, Leviathan (various editions), Book 111, ch. 42.

6 Francisco de Vitoria develops his theory of potestas indirecta in connection with the Spanish conquest of
America, of which he is deeply critical, in Relectio De potestate Ecclesiae prior, in Obras de Francisco de Vitoria: Relecciones
teoldgicas, ed. Teofilo Urdanoz (Madrid: BAC, 1960), pp. 242—-327. For more information, see Luciano Perefia, ‘L.a
Escuela de Salamanca y la duda indiana’, in Francisco de Vitoria y la Escuela de Salamanca: La ética en la conguista de
Awmiérica, ed. D. Ramos, A. Garcia, 1. Pérez et al. (Madrid: Consejo Superior de Investigaciones Cientificas, 1984), pp.
291-344.

7 See Robertus Bellarminus, Controversiarun De Summo Pontifice Liber Quintus (De potestate Pontificis temporali)
(1586-9), in J. Fevre (ed.), Roberti Bellarmini Opera Ommnia, Nol. 2 (Paris: Vives, 1870); a partial English edition

of vatious writings can be found in Robert Bellarmine, On Temporal and Spiritnal Authority, ed. Stefania Tutino
(Indianapolis, IN: Liberty Fund, 2012).

8 Benedict XVI, Address to the Bundestag.

9 Cf. Bellarminus, Controversiarum, Book V, 6.



GENERAL PERSPECTIVE ON THE DEVELOPMENT OF CATHOLIC SOCIAL THOUGHT

By the time of the Second Vatican Council (1962-5) it had become completely untenable. In 1962,
in most countries, pluralist democracies had replaced monarchies, and after the terrible experience
of totalitarianism the Holy See had become very wary of assurances by authoritarian governments
that they defended the interests of the Church. However, it is important to note that during the
first half of the twentieth century the potestas indirecta doctrine was the ‘default position taken by
bishops in Catholic countries: the Church was the guardian of moral and spiritual values that the
government should uphold and implement, while respecting the Church’s freedom to Christianise
society.!’ This was also the situation in Argentina, where Pope Francis grew up.

10 Austen Ivereigh, The Great Reformer: Francis and the Mafking of a Radical Pope New York: Holt, 2014), p. 27.



CHAPTER 3

THE PARADIGM SHIFT AT THE SECOND VATICAN
COUNCIL

In the Second Vatican Council’s Pastoral Constitution Gaudium et spes, the Catholic Church undertook
a paradigmatic shift. It is already expressed in the wording of the Constitution’s title, which is not
merely terminological. While Leo XIII had defined the relationship between faith and society as one
between Church and state, the Second Vatican Council envisaged the Church ‘in the world’.! What
this implies is a change in the way the mission of the Church and its evangelisation are conceived.
Whereas before the Council there was a tendency towards a top-down approach, this was replaced
by a bottom-up one. In other words, whereas before the Council the stress was put on facilitating
the conformity of society with moral law through the aid of political instruments (laws, decrees,
concordats and so on), after the Council hope was placed on the apostolate of the laity and culture.
This process has been called the ‘voluntary disestablishment’ of the Catholic Church,” which opted

L4 :
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1 The Constitution’s title is ‘the Church in the modern world’.

2 See José Casanova, Public Religions in the Modern World (Chicago and London: University of Chicago Press,
1994), pp. 62£.

10



