







	CHAPTER TWO



AN OVERVIEW OF IDEAL ECONOMIC SYSTEMS



   

	It is now necessary to take a cursory look into the different ideologies that have influenced economic life and history.  Each system has its own merits and demerits.  The dominant systems are Marxism and Laissez-Faire Capitalism.  The mixed systems which are reactionaries to the dominant systems are Social Market Capitalism, Democratic Socialism, and Economic Conservationism.  The intention behind this brief survey is to understand that in practice men and women of every age have actually sought a more mixed approach to economic systems.  From the macroeconomic point of view, there are actually no pure economic systems.  This fact exemplifies the necessity that in economic history, alternatives to what is perceived as dominant have never been lacking.  The examination of the five major ideological tendencies of our age requires a clarification that Wogaman aptly states:

To think at all about these matters we have to simplify, to overlook some things in order to concentrate on what seem to be the most important point.  This is what sociologists call thinking about ‘ideal types’.  None of the following ideologies exist in the pure form....Yet the main elements in each of these ideological ‘types’ have great power in the minds and hearts of vast number of men and women in the world today, and it is impossible to get at them without simplification and interpretation.�

	

	It is not our primary intention  to treat exhaustively all the ideal economic systems.  Our purpose is basically to provide a minimal background for the recognition that in the course of economic history, systems have always been subjected to a continuous process of reality-check and revision.   This gives us the possibility to provisionally say, in view of the third chapter, that as long as economic activity is understood as a human activity, economic systems will always take various configurations or alternatives based upon new circumstances, urgent needs, and growing consciousness of human solidarity. 



I.  THE DOMINANT SYSTEMS

	

A.  MARXISM

	In spite of some major setbacks of Marxist ideology, it still remains a powerful symbol of radicalism: “Marxism continues nevertheless to fascinate many minds inclined to radicalism.”�

	Whether or not Marxism still exerts great influence on the world economy is open to debate.  But the point is not so much how Marxism influences directly the world economic scenario but how it continually symbolizes a significant alternative ideological system.  The description of Denys Munby about Modern Marxism points out precisely the continuous attraction of Marxism: “If modern Marxism gives the wrong answers, at least it asks the right questions.”�

	Regardless of the concrete historical incarnations of Marxism, its ideological spirit continually pervades the human’s search for answers to true liberation and integral development.



	1.  Tracing the Roots: Major Influences



	a) Personal Background

	Marxism was principally a long work by Karl Marx, a native of Trier, Germany, who was born on the fifth of May, 1818, of  Jewish parents.�  It would be sufficient to indicate, though quite generally, that the religious indifferentism of the family to which he was born�and where he grew up, the historical scenario of his time,�the intellectual influences that he encountered as a young man,� and the personal acquaintances he established, particularly with Friedrich Engels,�greatly contributed to his ideology.



	b) Philosophical Assumptions:  Theoretical Framework

	Marx’s critique of economic reality could not have been possible without the theoretical or methodological framework that he took from Hegel.   Needless to say, Marx was greatly influenced by Georg Wilhelm Friedrich Hegel (1770-1831).� 

	Hegel’s dialectical idealism -- that idea is the original reality and only the rational is real -- was revised by Marx to accommodate his radically materialistic view of reality.  This was not surprising because when Marx defended his doctoral dissertation in 1841,�he already “categorically eliminated God from his scale of values.  He presented God as lack of reason or irrationality or nonsense.”�

	The elimination of anything supernatural or beyond material in human, has an implication in Marx’s atheism:



Thus from now on for Marx things are what they are because man decides them to be so.  In other words, man has to do the work of God....Henceforth, for the rest of his life, Marx’s unique preoccupation was the restoration of man.�



	This comment truly affirms that the reduction of man to a purely materialistic perspective becomes the philosophical base of Marxism and the main reference point of Marxist doctrine.  If Hegel reduced all reality to what is Ideal, Marx reduced all reality to matter.  Marx espoused an idea of materialistic monism -- reduction of all things to one thing: matter -- which he expressed by using Hegel’s dialectic in the following laws: (a) “law of opposites: all reality is a balance of opposites.  Contradictions arise in matter that break up the balance of opposites until a new higher equilibrium is reached; (b) law of negation: every negation produces an affirmation; (c) law of transformation: quantitative development leads to qualitative change.  The emergence of all new forms in nature is attributed to this law.”�  

	We can say that despite the Hegelian sophistication of Marx’s dialectical materialism --  Marx over-simplified reality.

	Ironically, Marx criticized Hegel for attributing creativity to ideas.  For Marx,  human creativity, his capacity to change the world, comes not from ideas but from his actions:

Man changes the world not when he thinks but when he acts, i.e., when he actually grapples with nature.  Only then does he exist: through “praxis”, i.e., activity, production.  Work relates man to nature and to society, and therefore, the manner of production or, as Marx says, “the production forces are the foundation of society.  They determine...production relations.�

	

 	The interplay of production forces and relations account for the “infrastructure” of society upon which the  “superstructure”, or the humanistic or cultural aspects of society are based.  Therefore Marx’s interpretation of history is still from the optic of matter:

In other words, the spiritual or cultural aspects of society are based and depend on the material aspects.  This is historical materialism or the interpretation of history and culture in the light of primarily the material factors.�



	Marx reduces the condition of historical development to matter.  He takes matter as the necessary cause of history without taking into account the element of human freedom.  Everything is determined by matter, even human choices.  And there are only two determined ways or forms of choice that one can take: (a) “the reactionary: one refuses to go along with the dialectics of matter, and so he is alienated from himself and from others, and loses the possibility of being free; (b) the progressive: one recognizes and accepts the dialectics of matter, actually helping it to work itself out, thus attaining true freedom.  This is materialistic determinism: man’s choice is determined by matter.”�  

	We can say that Marx’s philosophical assumptions are fundamentally Hegelian philosophy with its feet on the ground:

Against Hegel’s Absolute Mind and Thought, Marx gave primacy to man in flesh and blood.  In the place of Hegel’s production of ideas, Marx placed the production of things.  Force of philosophy is changed into force of the proletariat: philosophy becomes economics; contemplation becomes concrete action or theory becomes practice or scholastic questions are replaced by social questions; mental activity by physical labor; head by hand.  Idea of structure is replaced by class structure. State or the ruling class is replaced by working class; egoism, by communism; division, by union.  Verticality becomes horizontality.  Dialectic method becomes dialectic process.  In other words, Marx is nothing but Hegel de-mystified or turned on his feet. Such is, in short, Marx’s subtle critique of Hegel.�



	But what is striking in our consideration of Marx’s philosophical influences is   the conviction on the part of Marx that human economic liberation is the true liberation.  Marx’s atheistico-humanist spirit --  a consequence of his materialistic monism -- pervades his doctrine.

	We shall now try to outline the fundamental doctrines of Marxism in the following section. 	



	1. Basic Marxist Doctrine

	

	a) Work and Economy

	Marx’s discussion of work and economy begins with dehumanization brought about by industrial society.  He starts the issue of work and economy with a critique of the political economy -- the science of production -- by examining it not only as a theory of economists but as a  practice of people who are responsible for it -- the capitalists.  His critique brought him to consider the question regarding human’s essence or nature.  

	

	1.  Homo Faber

	Marx says that on the individual scale (though strife is still true on the social scale), the human being is a homo faber, a productive or a producing human.   The very essence of humanity is found in what humans produce, in what they make.

	The fundamental expression of human essence is exteriorized or made concrete in the work of his/her hands.  Unfortunately, in the industrial society, the human beings can hardly be authentic to their essence as a homo faber since they are forced to sell their work and accept a minimum pay for their family in order to survive.  This results in alienation because the human being is severed from his life-essence:

Now, in buying labor, the capitalist will try to profit as much as possible: since the worker is obliged to sell his labor, wages will usually be the bare minimum....Thus, the worker becomes animal: he eats to live and lives to eat.  On the other hand, the capitalists cannot afford to overlook this minimum subsistence because if the worker dies, he also will die because there will be nobody to produce the necessary things for him.�



	Marx says that misery is the life of the worker in a society where capitalist political economy works.�



	2.  Exploitation - Alienation

	Work in a capitalist economy alienates.  Both the product and the act of production are affected by this alienation.�

	Exploitation is the cause of alienation.  And this is the heart of Marx’s moral appeal.  Since the essence of human nature is to be creative and social, the human is self-creating and it is by creative efforts that potentials are actualized: “man produces man and man is produced, i.e. man produces himself”.�  Exploitation robs humanity of its life essence.  It separates the people from their own creation and they become alienated from their own life process.

	Alienation is a consequence of exploitation.  And it happens when  the means of life and one’s activity belong to someone else.  Everything is different from itself and an inhuman power rules over everything:



This is the terrible practical consequence when a scientific abstraction (since political economy is a science) becomes practical in terms of discarding humanity: the worker is dehumanized; the worker’s person does not count.�









	3.  The Theory of “Surplus-Value”

	The theory of surplus-value is a valuation of human needs from materialist view.  In this theory, Marx considers economic science as an exact science rather than a social science.

	Marx indicates that the “value of product is really only the amount of labor put into it.”� The capitalist takes advantage of the worker by paying him/her for the work (product) lower than the actual selling price of the worker’s product.  The difference or profit between what the worker got for his work (subsistence cost) and the actual market or selling price  after raw materials, tools, and land rent have been subtracted is called the “surplus-value.”�	Marx deduces from his theory of “surplus-value” the following laws:

(a) Law of capital accumulation: there is a tendency in the capitalists to invest in “constant” capital (machinery, etc.), and less in “variable” capital (labor wages).  The use of capital-intensive techniques leads to the next law.



(b) Law of falling rate of profit: since capital accumulation rises, underconsumption also rises, and hence over-production, with the consequent fall of the profit rate, which leads to the next law.



(c) Law of concentration of capital: tendency of capitalists to amalgamate and become fewer and bigger.



(d) law of increasing misery: a consequence of the operation of the other laws: the progressive growth of the proletariat, both in numbers and in misery.�





	4.  The Proletarian Revolution and The Growth and Self-destruction of Capitalism



	Capitalism will destroy itself in the end because of the opposition that will be progressively heightened by exploitation.  

	The capitalists will reduce the working class to the proletarian class (from the Latin proles = offspring), i.e., the class that can “only have children”� since it cannot have other possessions due to its enslavement to the capitalists.

	The dialectical laws, which for Marx are fundamentally conflict and hatred, will finally explode in the form of a proletarian revolution and when this happens, capitalism will be ended.  Marx forecasted that the growth of capitalism will actually be its downfall.



	b) The End of Bourgeois Society



	1.  History 

	All previous history, the series of epochs that compose it, are distinguished from one another by the forces of production (technology) and the relations of production (forms of ownership, distribution, and exchange).  

	In every epoch, society was divided into the exploiting and the exploited classes.  In the Medieval times, this division was evident in the feudal system that divided the society into the aristocrats and the peasants.  But with the advent of the new epoch marked by industrialization, a new epoch of capitalism, a new order was created.  This new order’s battle cry was freedom above all else and that means to secure freedom from the bondage of feudalism.  This major battle for freedom was translated in political terms as it happened in the democratic revolutions of England and in religious terms as it was clear in the Protestant Reformation.

	Despite the new impetus brought about by this change,  freedom was not for all.  Society was still divided into the bourgeoisie and the proletariat that became the new subject class for exploitation.  The bourgeoisie held the capital.  This became the source of a new form of class antagonism.  Marx in The Secret of Primitive Accumulation says that “there would never have been a capitalism without this new form of class antagonism”.�  This new form of class antagonism brought about two classes, viz., the owners of money who owned the means of production and who were eager to increase the sum of values they possess by bringing other people’s labor power; and the free laborers who were sellers of labor.

	In the first epoch, the epoch of feudalism, there was the bondage to land. In the bourgeoisie epoch, the epoch of capitalism, there was the freedom from land but there was the bondage to labor.



	2.  Private Property

	The root cause of alienation is private property.  Marx considers private property as the store-up or accumulated and alienated labor which belongs to the worker, yet appropriated and enjoyed by the capitalist.�  Mani in quoting Marx emphasizes that 

the very means of production, which the capitalist pretends to be his private property, is itself an effect of this process of alienation.  So the means of production, which appears to be the cause of production, is actually, at the beginning, the effect of production or of labor.�



	Furthermore, it is private property that increases alienation.  This happens “when the worker fixes or objectifies his labor in the material.”�  In the long run, the worker creates the personality of the capitalist: “...the more objects the worker produces, the less he can possess and the more he falls under the sway of his product, capital.”�



	

	3. Class Struggle --  Revolution -- Commune

	Class struggle of conflict between the proletariat class and the bourgeoisie class is inevitable and revolution completes the dialectical process:

The contradiction between thesis and antithesis must be activated by human consciousness by encouraging quantitative changes that will prepare the qualitative change: the synthesis.  The difference between the exploited (property-less) and the exploiters (property-owners) must be sharpened by discouraging social reforms, and stepping up the law of progressive misery of the proletariat and progressive accumulation of capital in the hands of the ruling class.  Political reforms are also to be discouraged, since they would also, like the social reforms, diminish the quantity of hatred that is required for the class-struggle.�



	The only relationship that exists between the proletariat and the bourgeois class is a relationship of conflict.  This class conflict will inevitably be resolved by revolution.  Marx underlines that whatever supports the cause of proletarian revolution is “morally” right (progressive) and whatever hinders it is “morally” wrong (reactionary).�

	The proletarian revolution will pave the way for the transitional socialist state  that will finally bring about or usher in a classless society -- the commune  -- where

the state has withered away: society is so “well-educated” that it runs by itself, so to speak.  Private property has been completely abolished, and so, one can’t be exploited anymore...the administration of things will be substituted for [
sic
] the government of persons....



The communist economic system will be the result of abolishing private property.  People will naturally produce according to their ability and will take whatever they require for their needs, both material (infrastructure) and cultural (superstructure): they will not think of working profit, since there will be no private property, but only in order to share fully in the total social enterprise for progress.�



	Everything will be reduced to collectivity -- a “paradise on earth”: where man will be pure, clean from greed, envy and hatred, and where woman will be emancipated from exploitation since family and marriage as stable institutions will be abolished.

	

	4.   Moral Assessment

	Marxism speaks to the conscience of Christians for it expresses some basic human values.  It is not exaggerated to agree with Marx on the need for the retrieval of the social nature of humankind which was in contrast with the principled selfishness of Adam Smith and the Predatory individualism of the Western Industrial Revolution.�

	Though Marxist tradition does not speak about God, at least positively, yet it has a good sense of the human family.  In fact, the vision of a restored humanity where each person contributes creatively at his/her best is very Christian.  Therefore the Marxist doctrine and the Christian tradition see  creative labor as fulfilling both individually and socially.

	Let us now direct our attention to human freedom vis-à-vis human sinfulness and evil including structural social problems.  Rephrasing the problem hypothetically, we can say that if alienation has its source only in structural problems of exploitation in a class society, then overcoming the problems brought about by exploitation will rid humanity of human selfishness, sinfulness and evil forever.  This view justifies all actions that can bring about revolution.  If this is not true then there is a need for continuous provision for sinfulness in human life.  This view affects methods and institutions of change and renewal.

	The root therefore of the Marxist problem is in the ambiguous relationship between the material side and the human or spiritual side of its philosophy.  The question of determinism and the freedom of the will is not  clear. 

From a Christian standpoint, the typical mistake made by Marxists is the reduction of alternatives to the acceptance of an anti-democratic system.

	The main point in the discussion is the recognition of the decisive role of the dominant motives and interests of the ideology.  Are the dominant motives and interests of the ideology helpful in finding the direction for a clearer vision of human fulfillment?  Or are they ultimately wasteful and divisive?

	In sum, the Marxist concept of alienation offers a great insight on what is ultimately at stake in economic life.  The difficulty, however, is in its faulty appraisal of the sources of human evil and in the lessons of history, particularly in the area of revolutions.



	

B.  Laissez-Faire Capitalism



	1.  The Meaning of Laissez-Faire

	Ludwig Von Mises finds the economic meaning of Laissez Faire by going back to how the word was taken as a slogan for unbridled competition in the market society:

In eighteenth-century France the saying laissez faire, laissez passer was the formula into which some of the champions of the cause of liberty compressed their program.  Their aim was the establishment of the unhampered market society.  In order to attain this end they advocated the abolition of all laws preventing more industrious and more efficient people from outdoing less industrious and less efficient competitors and restricting the mobility of commodities and of men.  It was this that the famous maxim was designed to express.�



	The meaning of  Laissez Faire highlights economic freedom with the least or minimal intervention.



	2.   Definition

	Laissez-Faire Capitalism is a doctrine that the self-regulating market should be left almost entirely alone.  This brand of capitalism is often considered as pure capitalism since it proposes only minimum governmental interference.  The government presumption here is the “hands-off” attitude towards free market capitalism.  This extreme view of capitalism is widely regarded today as obsolete but it undoubtedly still exerts much force in Western Economic thinking.

	

	3.  Basic Doctrine



	a) Self- Regulating Market

	The central claim of Laissez Faire Capitalism is based on the premise that the free enterprise market does a better job of regulating itself than any authority could possibly do.  The self-regulating market is described as a “miracle”.

	The basic theory behind the central claim of Laissez Faire Capitalism is the recognition that each person or enterprise is free to buy or to sell on the open market.  Each buyer will buy at the lowest possible price, and each seller will sell at the highest possible price.

	The aim will always be to make and to sell the things that people are most interested in buying.  Therefore the market signals the product that buyers want.  Prices are always subjected to competitive conditions and the profit depends on the products that sell cheaply.

	One must take note, however, that von Mises points out that the dynamism of the self-regulating market does not come from mechanical forces:

Laissez Faire does not mean: Let soulless mechanical forces operate.  It means: Let each individual choose how he wants to cooperate in the social division of labor; let the consumers determine what the entrepreneurs should produce.�







	b)  The Profit Motive

	Laissez Faire Capitalism is directly and frankly for profit.  Its chief motive is profit:

Under 
L
aissez 
F
aire, says the planner, it is not goods which people “really” need that are produced, but those goods from the sale of which the highest returns are expected.�



Profit as the chief motive is the “exemplary virtue” of  Laissez
-
Faire Capitalism and it is tagged as the virtue of selfishness as contrasted to lifeless self-contradictory altruism.

	The argument for the profit-motive betrays the logic of the noble way of arguing for the good and reveals a common-place view of practicality: “let the common man choose and act.”� This affirms that “it is better to put such drives (selfish drives) to work for the betterment of society than it is to allow self-centered people to enslave others or tear  the community apart with conflict.”�  Von Mises, who was the real philosopher of Laissez Faire Capitalism puts the argument more clearly by saying that “the best system will be the one that literally requires even the most selfish of such people to serve their brethren if they expect to get ahead”.�  What matters in Capitalism is the satisfaction of the customers.  So the whole reasoning here is that

by the instrumentality of the profit-and-loss system, the most eminent members of society are prompted	to serve to the best of their abilities the well-being of the masses of less gifted people. What pays under capitalism is satisfying the common man, the customer.  The more people you satisfy, the better for you.�



The capitalist system is not understood as the Ideal but it is believed to be the only alternative  to the totalitarian system.  The greatest merit of Laissez Faire capitalism is its provision for the worst case, that is, “even if the worst things about human nature gain ascendancy, this system translates the selfishness into the greater good.”�   This statement implies that the first presupposition is not selfishness but the satisfaction of the buyer or customer regardless of altruistic or selfish dispositions.

	

	4.  Laissez-Faire Capitalism and Related Issues



	a) Poverty and Inequality�

	The question Capitalism faces when it comes to poverty is centered on the alleviation and creation of more poverty.  Does the capitalist system create more poverty or alleviate it?  “Capitalism everywhere creates wealth at one pole and poverty at the other.”�  It seems that the pervading law of capitalism when it comes to development is the inevitable and unavoidable gap between the rich and the poor.  In capitalism, it is not surprising that “large numbers of people live below the subsistence minimum, while others continue to grow wealthier and wealthier.”�  The real issue here according to the advocates of capitalism is a computation of what is happening to people in relative terms.  The capitalist advocate understands the undesirability and impossibility of equality as a social ideal.  In fact, von Mises says that  “men are all together unequal; men are not equal and the demand for equality under the law can by no means be grounded in the contention that equal treatment  is due to equals.”�  Ultimately, capitalism argues that only absolute poverty constitutes a moral problem and relative poverty is unavoidable.

	Many critics say that relative poverty is also important morally.  Christians see “inequality as evil because it divides the community and has a serious tendency to create distinction between superior and inferior people.” �    	

	   The point here is the assertion that capitalism has been and will be an equalizer in the long run.  “Capitalism leads to less inequality than alternative systems of organization and . . .the development of capitalism has greatly lessened the extent of inequality.” �  It is obvious that pure Laissez Faire Capitalism would leave some people out altogether.  Equality cannot be egalitarian.  Also it cannot be characterized by an absolute gap between the poor and the rich.  In the long run, inequality will still be the basis of capitalism.



	b)  Democracy

	Political democracy coincides rationally with liberal capitalism because they both stress freedom.  Friedman asserts that “capitalism is a necessary condition for political freedom.”�  With a little exaggeration, von Mises emphatically says that “the foundation of Western bourgeois civilization is the economic system of capitalism.”�  Wogaman is more moderate in his view when he says that democracy is “possible under the Laissez Faire system.”�

	Many advocates of capitalism argue that the fundamental institution is the free market and political democracy is only corollary to it.   Those who oppose this way of thinking argue that there should be centralization or governmental intervention because capitalism would always look after private consumer goods and neglect public purposes.  The free market is not broad enough as an institution to cover all the decisions that have to be made regarding all aspects of human affair and welfare.  





	c) The Problem of Social Cost�

	It is a fact that capitalism is not very accurate and conscious of its accounting.  Social costs like ecological pollution are usually left to be shouldered by the community who suffers greatly from the inevitable consequences of production.

	The problem of social cost is not only ecological but it also includes all other factors that weigh heavily on the human community.  Myopia to social costs is caused by the desire to gain more profit at all cost.



	d) The Accumulation of Wealth

	The growing and immense inequality of wealth is one of the fundamental issues posed by capitalism.  But Mises sees this as an essential feature of the market economy: “the inequality of individuals with regard to wealth and income is an essential feature of the market economy.”�  Humongous wealth is accumulated disproportionately in the hands of a few.   Even if one increases the size of the pie, the share of the rich will still be more than the poor’s because the pie’s division still remains unchanged.  In reality it will be impossible to have equal shares of the pie.  But it is clear that “there is a little ground  to expect wealth to become more evenly distributed , and under laissez faire economy there would be no ground to expect this all.”�

	Laissez-Faire Capitalism argues that the capitalist takes the profit mainly of living for investment.  The lure of a high standard of living is an incentive for the capitalist to put his abilities to work for society.  The power is not in the capitalist but in the consumer:

The direction of all economic affairs is in the market society a task of entrepreneurs.  Theirs is the control of production.  They are at the helm and steer the ship.  A superficial observer would believe that they are supreme.  But they are not.  They are bound to obey unconditionally the captain’s orders.  The captain is the consumer.  Neither the entrepreneurs nor the farmers nor the capitalists determine what has to be produced.  The consumers do that.�



The capitalist or the owner is simply the middle person, the servant of the consumer: “thus the owners of the material factors of production and the entrepreneurs are virtually mandatories or trustees of the consumers, revocably appointed by an election daily repeated.”�  Decision-making is not in the hands of the capitalist but it is done in a democratic way based on private and individual power, for market is a democratic institution:

The consumers patronize those shops in which they can buy what they want at the cheapest price.  Their buying and their abstention from buying decides who should own and run the plants and the land.   They make poor people rich and rich people poor.  They determine precisely what should be produced, in what quality, and in what quantities.�

	5.  Moral Assessment

	In general, we can say that Laissez-Faire Capitalism  sees  selfish motives and interests as the only key for economic success.  This is evident in its preoccupation with profit.  Critique of Laissez Faire’s profit motive is ever more aware of this.



	a) On Profit Motive

	The first reaction to the profit motive is the equivocation of productivity and robbery: “if pursuit of profit is a criterion of proper behavior there is no way of distinguishing between productive activity and robbery.”�  The point to this objection is the warding off of any “system deification” that can turn the system into a monster beyond any control.

	The second reaction to Laissez-Faire is a moral issue:

The profit motive as a subjective phenomenon, unless it is very much limited and tamed, is morally objectionable.  It tends to corrupt the individual and it becomes the source of temptation, even in far-reaching decisions, to put a very limited interest before the common good.  The profit system in so far as it provides moments of truth with the prospect of profit or loss by which institutions are shaken out of ruts, is a balance constitutive force.  Yet the profit system can easily over-stimulate the profit motive as personal acquisitiveness and thus it becomes morally problematic.  This is a moral dilemma that is built into capitalism; it requires both internal disciplines within the system and external checks.�



	The moral dilemma of the profit system is undoubtedly caused by the tension between selfish force (acquisitiveness) and a constructive force (moderation).

	The Christian perspective sees selfishness as the main cause for the disintegration of individual and corporate life.	



	b)  Strengths and Weaknesses 

	1.  Strengths

	First, economic freedom and creativity allow maximum feasible initiative by individual and groups.  Second, market mechanism with all its imperfections provides useful economic stimulus and effective structures for cost accounting and relocation of resources.  Third, concern for the benefits of private consumption.

	

	2.  Weaknesses

	First, taken as a whole and an absolute system, Laissez Faire Capitalism creates terrible blindness to the effects of greed and the anarchy of uncoordinated economic activity.  Second, erosion of the foundation of political democracy by depriving political institutions of the power to act on behalf of the whole community on economic problems.  Third, blindness to the importance of conservation for future generations and to the intangible beauties of life that can never be reduced to the “cash” values of  the market place.

	In sum, we can say that the “miraculous” market mechanism may be a good servant but it is most certainly a bad master.�

	Like Marxism, Laissez-Faire Capitalism has its own merits.  Despite its merits, we cannot accept it as the best alternative system to Marxism.  In the concrete, we always saw that neither Marxism nor capitalism exist in a pure form.  In other words,  mixed system or middle system ideologies started to emerge in different contexts taking what is useful and good from each dominant ideological system.



II.  MIXED SYSTEMS

	Ludwig von Mises proudly stated that it is “either capitalism or socialism: there is no middle way.”�  But we must admit that “whatever their undoubted merits (capitalism and Marxism), neither ideology is a suitable vehicle, taken by itself, for Christian economic thinking.”�	The option presented by the mixed economy is “undoubtedly formidable”� in comparison to the dominant systems.



	







	
A
. Social Market Capitalism





	
1.
  Theory of Social Market

	The mixed economy conception and the conviction behind is the recognition that the capitalistic market apparatus is an immensely productive tool.�  This tool needs to be harnessed for social objectives determined outside the marketplace itself.   In a nutshell, social market wants the free enterprise market encouraged to be as productive as possible and the fruits of this productivity used, more or less, for social purposes.

	Denys Munby looks at this system as one in which the state in various ways controls and plans the activities of private businessmen, and itself engages directly in economic activity as an entrepreneur, but where private businessmen still play an important role.�  The basic presupposition here is that those who have businesses are not greedy parasites.  On the contrary, they act as middle persons between the consumer and productive resources.  This scheme can only be realized in a mixed economic system like the social market.�  However, “the mix between public and private which is proposed by advocates of social market capitalism is to be determined pragmatically.”�  Furthermore, “the case for social market capitalism ultimately rests, not upon theory but upon concrete results.”�

	

	
2.
 The Keynesian Policy

	The essence of Keynesian policy lies in controlling the business cycle by managing demand, that is, the purchasing power.�  In recession, where there is a high percentage of unemployment, the production is stimulated by enlarging the purchasing power through governmental spending.  In inflation, there is the reduction of the purchasing power by increasing taxation and slowing down government spending.�  

	It is easier for the government to control recession than inflation because increasing taxes and slowing down government spending is politically unpalatable.  But the problem of inflation and recession is no longer simply a result of supply-demand relationships.�  The problem now is existence of big businesses that control prices at high levels and big labor that negotiates high wages.  There is a changing paradigm in the market.  According to John Hick, there are two kinds of prices in the market, viz., fixprice where prices can be and are set by producers and flexprice where prices are determined by the relationship of supply and demand.   The difference between the two is in the proportion between the actual stocks and the desired stocks.  In the fixprice, the actual stock of goods is greater or lesser than the desired stocks.  In the flexprice, the actual stocks is equal to the desired stocks.  In social market capitalism as a mixed system, the password is “it all depends”!



	
3.
  Christian Perspective and Social Market Capitalism

	From a Christian perspective, Social Market Capitalism will have to answer some hard questions.  Can the social market economy serve as the base for a less greedy society?  Does it improve the institutionalization of human greed in Laissez Faire Capitalism?  Effective economic system will have to use incentives based upon self-interest and even greed.  But capitalistic systems, including modified Social Market Capitalism, are likely to carry such incentives too far -- thus leading to cultural patterns and values which are directly in conflict with Christian faith.� 

	Can Social Market Capitalism lead ultimately to greater economic equality?   Adequate production entails inequalities.  More would be lost in moral terms, by insisting upon equality in poverty rather than tolerating inequality in an economy which provided more for everybody.�  The issue here is the weighing of equality  and inequality as to which is pragmatically feasible in the present historical context.  Many argue that inequality is better even if there is relative poverty than absolute equality when it is impossible to realize it .  Wogaman comments that

Lord Keynes himself, the authority sine qua non of mixed economy ideology, anticipated a time when the economic problem would be solved -- that is, when economic scarcity would have been overcome.	In a world of abundance, humankind could finally give up its preoccupation with money-grabbing economics, and give itself over to more civilized pursuits.  In such a world, equality could happen naturally because inequality would no longer matter.�



Keynes considers inequality as a pre-requisite for equality and a condition that is indispensable for the attainment of equality.  But the question of equality is more than quantitative valuation and quantitative equality is impossible to realize without a qualitative change.



	
B
. Democratic Socialism





	
1.
  Overview

	Democratic Socialism is based upon the prospect of combining democracy and socialism:

Even though free democratic socialism in the Western world also derives from Karl Marx, it differs from Marxism in some significant respects -- not least in the doctrine on social and economic processes of development.  It supports a free market system and explicitly stresses that it does not aspire to a semi- or moderate collectivism nor to a controlled economy.  Instead , it wishes to promote the ownership of property among those sections of the population for whom this has hitherto been rendered virtually impossible by the prevailing system.  A characteristic feature of free democratic socialism is that it backs state interference in the economy more than other democratic parties do. Its weakness lies in its approach to society, based on a liberalist philosophy...�



As a whole, the movement emphasizes conscience and rationality more than Marxism.  Conscious human choice is considered important.  Moral values are crucial in determining our choices and our choices influence the course of history.



	
2.
  Basic Value

	One of the predominant values proposed by Democratic Socialism is equality.  Equality is understood not in terms of natural endowment but in terms of value -- every person is equal before the law and in economic distribution.�

	From the basic value of equality, other values are drawn as a consequence like the values of cooperation, creative contribution for the benefit of the whole, sharing of the fruits of abundance according to needs, and the solidarity of the human family.�  And it is worth noting that each value is inseparably linked with others:

a truly civilized society is based upon cooperation; each person making his or her creative contribution to the betterment of the whole, and each person receiving what he or she needs out of the abundance created by cooperation.  The Solidarity of the human family replacing the buccaneer individualism of capitalist culture.�



Unlike capitalism that trusts in the “miracle” of the invisible hand, Democratic Socialism does not locate its values and faith in the “accidental and infrequent coincidence of selfish competitiveness and public good.”�



	
3.
  Moral Viewpoint

	Democratic Socialism takes the socialist hope that arises out of the agony of Western Industrial life.  Though it does not deny the industrial age, it aims at a transformation. There is an impulse towards a common life of participation in economic, political, and social destiny.�  Freedom is understood as service to neighbor and communality with the desire to put an end to privileges and exploitation.





	
4.
  Blind Spots in Democratic Socialism

	First, the problem of sheer productivity.  The issue is not simply productivity but the right kind of productivity.�  The right kind of productivity is essential to humanity.  This means that all productivity must aim at a progressive liberation from the undesirable limitations of nature.  Second, the provision for genuine economic creativity.  It is not very clear in which form or in which avenue can economic activity be effective and genuine.  Is it in the form of social ownership where there is the ownership and control of the government?  Or is it in decentralized management along the lines of the guilds?  Third, the problem of the concentration of power. The question of power is rhetoric.  But will democratic socialism repeat the capitalistic conception of power or will there be a radically new paradigm that can bring about a decentralization of power?�   Fourth, the danger of falling into a messianic sense of nationalism that places an absolute faith in democratic socialism as justice for the world.




	
C
.  Economic Conservationism



	

	
1
.
 Overview

	As an ideology, Economic Conservationism emphatically asserts that unlimited economic growth is not possible in a finite world.  This view reiterates that economic posture cannot be expansionist -- neither capitalist nor socialist expansionism.  The development of economic life must therefore be done in harmony with the limited and limiting natural resources.

	The focus of Economic Conservationism is the conservation of the limited resources and human values that are threatened by a single-minded concentration upon more and more production.



	
2.
  Proponents of Economic Conservationsim

	
a)
  E. F. Schumacher:  “Small is Beautiful”

	Schumacher is a British economist who published in 1973 a study titled Small is Beautiful: A  Study of Economics as if People Mattered.  His thesis consisted of two aspects:  technical and moral.

	The technical component of the study highlighted the inability of economic analysis to comprehend environmental problems -- production based upon diminishing resources and borrowed time.   The moral component is the recognition that many were increasingly driven by the gods of productivity and consumption, substituting the empty life of materialism for the fuller possibilities of human creativity and culture.

If human vices such as greed and envy are systematically	cultivated, the inevitable result is nothing less than collapse of intelligence. A man driven by greed or envy	loses the power of seeing things as they really are, of seeing	things in their roundness and wholeness, and his very successes become failures.  If the whole society becomes infected by these vices, they may indeed achieve astonishing things	but they become increasingly incapable of solving the most elementary problems of everyday existence.  The Gross National Product may rise rapidly: as measured by statisticians but not as experienced by actual people, who find themselves oppressed by increasing frustration, alienation, insecurity and so forth.�



In Schumacher’s view work should not become a drudgery.  Any economic activity should realize the human fulfillment of the person by achieving the maximum realization with the minimum consumption.  By drawing from a Buddhist perspective, Schumacher emphasizes that

the purpose of work is not to create leisure, and the purpose of leisure is not to avoid work. Rather, work and leisure belong to each other in the rhythms of a fulfilled human existence.  Thus, also, the Buddhist point of view does not see maximum consumption as ideal, but rather optimal	consumption: ‘the aim should be to obtain the maximum well-being with the minimum of consumption.�



Schumacher does not want to totally do away with economic growth but he wants that any economic growth should be more labor-intensive and much less capital-technology intensive.  Technology cannot be totally avoided but it should only be intermediate.  An intermediate technology should be the high priority so that everybody can work without any displacement of labor due to technology.

	Schumacher stresses that education is the primary task.  The challenge is how to organize economic values around broader human values.  There is a need to shift emphasis from economics to culture and from the preoccupation of the standard of living to the quality of life.

	Private ownership of property by small scale enterprises is natural, fruitful and just.  Schumacher also believes that nationalization of larger scale enterprises is desirable.

	For Schumacher it is clear that economics should be subordinated to human considerations  and it must be sensitive to the limitations of nature and the physical world.



	
b)
  Herman E. Daly:  The Steady-State Economy�

	Herman E. Daly is an American economist who believes that the limited nature of the physical world should begin to dominate economic ideology.

	Daly proposes the law of low and high entropy.�  He observes that the recent situation turns the matter and the energy available to us in low entropy into a state of high entropy.  He wants to solve this issue by settling for a steady-state economy by minimizing the use of irreplaceable low-entropy sources of energy and matter.  This solution entails maximizing the durability of the goods that we produce and minimizing the dispersal of waste material.  Daly illustrates this by showing that Mother Nature loses $ 1 Million dollars to produce a gallon of petroleum.  This means that for every liter of petroleum used for cars, Mother Nature loses $ 100, 000 dollars.  But the problem is the inability of human beings to pay Mother Nature these debts.

	Daly says that the input should be kept small, that is, the ratio of use over raw materials and energy.  The through-put should be slow, that is, the rate of consumption over what is used-up. The output should be slow, that is, few materials are discarded or wasted. One needs to recognize ecological interdependence so as to avoid the illusion of “growth mania”.



	
c)
  Robert L. Stivers:  The Sustainable Society

	Robert Stivers writes from an explicitly Christian ethical background.  He borrowed the concept of sustainable society from the World Council of Churches.�  Sustainable society is understood as a society whose patterns of economic, political and social life can be sustained for an indefinite future.

	Stivers prefers the concept of a sustainable society to a steady-state because it conveys broader dimensions of social reorientation that the world must undertake.  The sustainability of society is indefinite and it is free from sudden and uncontrollable collapse.  The sustainable society is capable of meeting the basic material needs of all people and it minimizes the consumption of non-renewable resources.

	Growth in a sustainable society is not eliminated but it is differentiated.  Stivers suggests that a mixture of centralization and decentralization is ideal.  But he warns that either extreme is potentially dangerous.

	There is a call for a new world view, one that is basically Christian, and this view is an appeal to go back to the basics -- to faith.�

	Economic Conservationism is a system born out a conscious recognition that we live in a finite world.  It is about time for economics to go beyond market cost accounting and to consider the greater picture of the state of resources and to look at the future with this in mind.  Since Economic Conservationism is a rather new option in economic ideology, it will still take some time before it can answer some hard questions like the real possibility of the redistribution of the world’s goods equitably in the future; the issue of  inhibiting the development of new energy sources; the issue of inhibiting economic growth and consequently the danger of social stagnation; and the question of political power in the framework of the conservationist ideology.�



Conclusion

	In sum, we can say that the mixed systems though more concrete and historically situated than the dominant ideologies cannot yet fully propose the best economic ideology.  Indeed, they are alternatives to the dominant systems but in the end one concludes that they are still basically leaning either towards the side of capitalism or towards the side of Marxism or Socialism.  Therefore, we can say that in reality they may not exactly be alternatives but correctives to the pure ideological content of the dominant systems.

	The Christian perspective may lean towards one of the mixed systems that emphasizes cooperation based upon the solidarity of the human family.  But it cannot be totally identified with any one of it.  The Christian view is basically against any absolutizing of selfishness as “the” most important value of economics.  And it is also  against the reduction of a human being to a mere material creature devoid of any true freedom.





























CHAPTER THREE

 THE CHURCH’S POSITION: NEITHER CAPITALIST NOR COLLECTIVIST -- 

THE SEARCH FOR A THIRD WAY SOLUTION?



	Unlike the different economic ideological systems that we have just discussed above, the Church claims no competence in proposing any new economic ideology in the sense of the dominant and mixed systems:

The Church proposes no ideology, no social, economic, or political system.  This is not the level of its action and competence.  Its proper role is to interpret the moral value of social activities and to offer social guidelines which are in conformity with the Gospel’s view of human dignity.�



It is clear from the very beginning that the Church’s position touches a very basic stance and it is its fidelity to the Gospel of Christ.  So when the Church declares its rejection of the capitalist or the collectivist system, it simply announces and professes with clarity that the basis for its economic valuation is the Gospel -- Jesus Christ!


	It must not be construed though that the Church’s position is “other-worldly” and it is not realistic enough to account for the daily economic activity.  Once again this is an escapist mentality and the Church when it says “neither to capitalism nor to collectivism” simply states that any economic activity should ultimately account for the total fulfillment and liberation of humans.  Capitalism and collectivism in spite of their merits fail to consider the totality of human life and fulfillment by denying humanity’s ultimate meaning and end.

	All throughout the centuries, the Church has contributed in a distinct way to the search for alternatives.  This contribution can be divided into the doctrinal and practical components or correctives
.




I.  Doctrinal Component

	The social doctrine of the 
C
hurch is part of the whole teaching mission of the 
C
hurch from the very beginning drawing from its cumulative experience and continuous reflection vis-à-vis the signs of the times.  It cannot be compared to an ideological stance for it is neither ideology nor social theory.  It is not a blueprint for a particular social or economic system.  It is in a category of its own.  It is theologically inspired and socially realistic.  But it is not a third solution between Marxism and Capitalism and it is not an alternative ideology for the construction of an original social system.

	It must be clear that the proper role of the 
C
hurch as exemplified by its teaching “is to interpret the moral value of social activities and to offer social guidelines which are in conformity with the gospels view of human dignity.”�

	The doctrinal component of the Church’s contribution for the search of alternatives was a slow and prudent process which was constantly open to “successive historical applications and constant renewal, as Christian reflection bears on the changing situations and ethical challenges of particular societies.”�  It is evident therefore that the doctrine of the 
C
hurch encompasses all realities of human life including the economic aspect.  But it must be important to note that what the Church teaches as a social doctrine and specifically its teaching on economics is “not only the result of abstract deductions but it represents an accumulated experience of reflection and action in evolving contexts.”�

	The 
C
hurch’s teaching particularly on economics provides a Christian perspective on the way Christians must live economic activity in all its different aspects.  It is enough to go back to the New Testament� and to the pages of Church History beginning with the Patristic period to the Middle Ages down to the Modern Age.�

	It is important to remember that aside from the magisterial teachings on economics, many 
C
hurch leaders have tirelessly fought, wrought and taught economic justice and created different organizations and fora for the dissemination of a Christian Economic Conscience.�



II.   Practical Component

	It is impossible to separate the 
C
hurch’s doctrine from the practical initiatives carried out by the 
C
hurch through its members.  In fact, we can say that the 
C
hurch’s doctrine is very much intertwined with the various initiatives throughout the centuries that helped in the different economic problems that confronted the 
C
hurch before the industrial revolution, during and after the industrial revolution.  The Church’s charitable works and institutions as well as other initiatives came as a response to the Gospel’s challenge in the given historical context and in turn these actions or works clarified, purified and strengthened the 
C
hurch’s teaching or doctrine.

	Many religious congregations were born as one of the expressions of the Church’s concern for the poor. This direct aid for the needy came in the form of hospitals, schools, and visits to the house of worker families.�  It was quite surprising that few lay Christians who were  involved in economy or who owned enterprises actually did something to change or alter the existing situations.�  

	Aside from the different associations of workers and unions, most of the initiatives were really started by bishops, religious families, the clergy�, nuns and brothers.  It is also worth noting that most of the practical initiatives were principally coming from individual persons who were responsible for communities and organizations.  The Catholic Social Movement� made a great impact and influence in the life of the 
C
hurch and society including the economic aspect.

	We have no doubt that the doctrinal and practical contributions of the 
C
hurch in the field of economics were never wanting.  But it is clear that the Church never proposed a particular economic system as its own.  In this way, we can opine that in the search for alternatives, the Church never endorsed any economic model.  However, even if the Church did not propose any specific economic model or system,  it has always molded the collective ethos and social attitudes by upholding the central values of charity and justice.  The incarnation of the fundamental and universal intuitions on economic morality remained as a challenge to all Christians in their commitment  for the transformation of the world.

	The various charitable institutions and organizations initiated by individuals and religious families did not  actually realize in the strict sense an alternative or renewed economic practice.  But their most significant role was to give witness to all Christians that charity is not simply a personal virtue.  It is the bond of every Christian, it is the heart of the Church.

	For a Christian it is impossible to love God without loving the neighbor.   The radicality of 
c
harity lived out with zeal and consistency through the various initiatives of the Church shows to all Christians and also to non-Christians that a civilization of love is possible.  Faith made concrete in charity can change not only personal life but also the life of communities, and hopefully, it can bring about true socio-structural change and not merely cosmetic changes.



III.  The “Third Way”:  Fact and Feasibility

	Some theologians deducing from the Church’s teaching particularly from the encyclicals of the Pope
s
,
 
 
point out that there is a middle way or a “third way”, a way that is neither capitalistic nor socialist.�

	Some economic historians also say that “the closest elective affinity between the political search for a “third way” or “third force” internationally and its counterpart in internal policy is the economic strategy of mixed economy.”�



	A.  Third Ways:  A View from History

	

	1.  Reasons Behind the “Third Way”

	Because capitalism and socialism alike are criticized by popes, Catholic social thinkers have long yearned for middle ways which they hope can avoid the worst abuses of the two dominant systems.�  The reasons for the rejection of the two dominant systems and the longing for a “third way” are based on the judgment that Marxism treats human persons as mere producers and Capitalism reduces workers to being mere factors of production ruled by impersonal economic laws.  In both systems, there is the failure to recognize and to uphold the subjective dimension of work.

	“The popes never condemned capitalism on principle, but denounce its abuses in practice.”�   But the hanging question left unanswered is whether capitalism’s practical abuses are separable from its organizing principle of economic activity -- competitive profit-seeking.  Goulet articulates quite universally this dilemma when he states that

critical interrogation by many Christians into the Gospel’s application to economic ideologies has led them to conclude that middle-way models could ally capitalism’s dynamic efficiency to socialism’s compassionate regard for society’s weak members. The enduring Christian dream is to find an economic system which is both efficient and just, and to inspire managers to be both hard-headed and gentle-hearted.�





	2.  A Communitarian Personalist Philosophy

	The late Emmanuel Mounier articulated a communitarian personalist philosophy� to steer a middle course between capitalism’s atomistic competitiveness and communism’s depersonalizing collectivism.�  Goulet comments that Mounier “wants not collectivities but communities [my emphasis], free associations of persons choosing to ratify their desires as social beings.”�  The community is indispensable for the full realization of the person; for the attainment of true personhood.�

	The personalist believes that the means of production and the relationships involve
d
 in production can be organized humanly.�  The point here is that “all societal arrangements -- economic, political and constitutional are subordinated to achieving the comprehensive good of the human person.”� The communitarian personalist philosophy therefore rejects all forms of reductionism that can impede the realization of a political economy which “promotes a humanistic order and fosters a civilization of solidarity.”�





	3. Operational Experiments: Efforts Launched Under Middle Way             	                                             Theories

	

	a)  Yugoslavia

	The experience of Yugoslavia is unique and unrepeatable due to the circumstances surrounding the birth of the Worker Management or Self-Management Socialism.�

	The backdrop for the emergence of Yugoslavia’s Self-Management was the Centralized Economy of 
Socialist Russia.  This situation proved that economic decisions operating from a centralized economy w
ere
 largely inapplicable to Yugoslavia’s regionally diverse groups.  There was a need for more autonomy by decentralizing economic units and the challenge to find a practical incentive system that c
ould
 facilitate decentralization and make it work.

	A new social and economic order came in 1950 based on a system of workers’ self-management, a system to be characterized by social ownership and workers’ control of the means of production.  This new impetus went beyond nationalization and worker participation.�


	
Self-Management Socialism engendered decentralization as 
a 
constitutive and persistent feature of its evolutionary momentum.�  Direct democracy in economic matters was instituted.  An institutional environment that provided workers with control over their work places and the economy was created.  A way to deal with ethnic pluralism in Yugoslavian society was provided.�

	Yugoslavia opened its economy to the outside world in 1965.  But then problems entered when power centers started to undergo some radical shifts for


the egalitarian power structure originally envisioned was

radically transformed into an inherently elitist and technocratic power structure. . . the autonomy of enterprises induced monopolistic business practices.�



So a critical review of the economic system started in 1970 and a series of constitutional amendments was made in 1971.  A new vision of the system of economic decision-making was introduced in 1974:  social compact that established the obligations of economic organizations with respect to such broad issues as prices, incomes, employment, and allocation of foreign exchange; self-management in all the contracts that cover almost all transactions within and between enterprises; new structures were introduced by breaking up enterprises into separate autonomous units called Basic Organizations of Associated Labors (BOALS).�  There was also the institutionalization of responses to issues regarded to be crucial for long-term development in 1976-1980.

	Despite the good intentions and concrete steps taken, the scheme only produced relatively satisfying results.  This prompted Goulet to say that “the very relativity of these results is a salutary reminder that middle ways are not panaceas.”�




	b) Africa

	The African Socialism is also considered as a classic populist� theme of the 20th century.  It has a two-fold aspiration: political objective -- to assert relative independence from the two superpowers (to date, one of the two [communism] already collapsed) with each power epitomizing a dominant ideological system; cultural goal -- to tread a road to development which respects their past history and cultural heritage.

	There are basically three major expressions of African Socialism:�  Ujamaa proposed by Julius Nyerere of Tanzania and Kenneth Kaunda of Zambia; Negritude proposed by Leopold Senghor of Senegal; and the local development model proposed by Amilcar Cabral of Guinea-Bissau.

	In the Ujamaa, Nyerere points out that the foundation and objective of African socialism is the extended family.�  Ujamaa is “familyhood” that considers every person as belonging to the extended family and as a consequence allows no room for capitalistic exploitation and doctrinaire socialist class conflict.  Senghor highlights in his negritude what is the basis for a unique socialist model.  Cabral seeks a developmental model that is suited to his country’s specific conditions.

	Goulet in evaluating African socialism indicates what is common in the different expressions of African socialism.  The comments of Worsley also resonate with what Goulet considers as essential to African socialism:� the rejection of the central values of capitalism and centralized socialism for they “undermine the traditional basis for solidarity, a value which accounts for the survival of African cultural identity through centuries of slavery and colonialism.”�

	African socialism was relatively successful in its practical results.  The main block for the full realization of African socialism was the fact that there was the inability to increase production and therefore there was not much to distribute. The enthnocentric stance of African socialism was not realistic enough vis-à-vis the world scenario.



	c)  Japan

	The neo-capitalism of Japan proved that capitalism can also breed hybrid systems like socialism.  The uniqueness of Japan’s system is found in its tenured work contracts; its practice of farming out work to artisanal family units; and in its fidelity to traditional seniority systems in promoting managers.

	Japan’s hybrid form of capitalism is between the American reward system and the traditional work hierarchies.

	The neo-capitalist system of Japan exemplifies that “in Asian countries. . . capitalism constitutes a mixed system in which standard capitalist patterns merge with pre-capitalist institutional forms and values.”�



	d)  Saudi Arabia

	The case of Saudi Arabia is also different.  Though it has harnessed the dynamic entrepreneurship of American Capitalism in its economic activities, yet it has preserved its feudal political order.  Its political order rests on strong and generalized adherence to Islamic beliefs and morality.  Saudi Arabia’s economic system has assumed syncretistic patterns.

	Due to the value tensions created by two strong poles -- the capitalistic profit-seeking and Islamic norms for justice, novel institutions and practices were created, for example, Saudi Arabia’s banking system.�




	e)  Chile

	In Chile, a third way initiative was pioneered by Eduardo Frei
.  Frei who was the leader of Chile’s Christian Democratic Party admired Konrad Adenauer and Alcide de Gasperi as creative practitioners of a third way.  This admiration highly motivated Frei to find a political platform for a third way.  As a leader of the Christian 
D
emocrats, Frei followed the line of European and Latin American Christian Democracies that drew their ideological nourishment from the social encyclicals by translating the humanistic vision contained in them into a political platform which was simultaneously anti-Communist and reformist.

	The political platform of the Christian 
D
emocrats censured “communism as intrinsically evil because it is atheistic and totalitarian”.� Capitalism was condemned not because of its principles but because of its concrete practice of valuing competitive success more highly than  providing essential goods to all members of society.

	Frei was elected in 1964 for his reform program: blending of socialism’s thirst for justice with liberal democracy’s regard for freedom; decentralization of power; nationalization of basic industries and the universal seizure of productive assets were ruled out; various reforms in the land tenure, tax structures, administrative, educative and fiscal systems approved by voters and legislators.

	For six years, notwithstanding Frei’s probity, political skills and Chile’s high level of political sophistication, his third way failed.  The reason for the failure was structural and not personal.  Indeed, “despite appearances, it was essentially a program of palliatives.”�  The experience of Chile under Frei showed that Christian Democrats’ political platform “wins the unqualified allegiance of almost no one.  Conservatives tolerate it as the lesser of two evils and progressives endorse it timidly.”�



		B. Critique on the “
T
hird 
W
ay”

	It is discouraging to discover how all the initiatives under the banner of a “third way” theory failed.  From the relative results and mistakes of the various initiatives, we can draw some salient points for an evaluation of the validity and feasibility of a third way.

	The first point is the realization that third ways are not panaceas and the overall performance and track record of third ways in countries that employed it  were not better than the societies or countries that followed either the capitalist or socialist paradigm.  Indeed, there is a high risk in creating initiatives under the third way for “the third way is everybody’s bastard, the object of disavowed paternity from all quarters, a political orphan with few ardent supporters anywhere.”�

	The experience of third ways exemplified the fact that those who want to have the best of two worlds (Capitalism and socialism)
 will ultimately have the worst of both worlds or nothing of e
i
ther
.  This painful lesson points out that “third way strategies are more easily praised than practiced, more readily designed than implemented.”�

	Most of the initiatives were pioneered by political leaders and were fruits of individual valuation colored by ideological leanings and cultural screens.  There was no adequate foundation from the community. With few exceptions, we can say that initiatives were generally designed from above.	



	C.  A New Paradigm: Third Way as Alternative Development Strategy

	 From the above, we saw that most of the national experiments were variations of capitalism and socialism.  The key for an effective third way is a genuine alternative pathway to development and not the “middle” position between capitalism and socialism.  In recent years, most of the search for a third way  took the form of a search for strategies that propose an alternative development model.�




	1.  Development Scenario

	A genuine alternative development strategy will have to account realistically for the present development scenario.  Everybody speaks about development as growth but growth is more an illusion because it only pertains to some segments of economic life.  In fact, there is a prevailing and ever widening gap between rich and poor countries and individuals.  Development efforts are always dictated by a  dominant urban bias.  A greater dependency of the third world countries becomes more and more vicious creating a sequence of technological, managerial and market servitudes.



	2.  Criteria for Alternative Development

	A genuine development vis-à-vis cosmetic development needs to account for the meeting of basic human needs including the promotion of self-reliance and the minimizing of cultural damage.  But this task is not easy due to serious political obstacles.  It is politics and not values that shape planning priorities and resource allocations.  As a consequence, there are very few strategies that can facilitate the transition from a distorted development to comprehensive human well-being.

	True development though not simplistic must recognize that goals must not be copied or borrowed from developed countries and from pre-existing theories.�



	3.  The Sarvodaya Shramadana Movement 

	The experience of a non-governmental grass root movement in Sri Lanka called Sarvodaya Shramadana Movement� founded by A.T. Ariyatne� in 1958 showed that genuine development should draw from a critical assessment of latent dynamism found in the values and institutions of the community.  Sarvodaya aims at the full awakening of the human personality in all its dimensions as compared to the conventional goals of modernity: material well-being; technological efficiency; and institutional modernity.  Sarvodaya treats all modern visions of development instrumentally while modern visions of development treat traditional values instrumentally.�

	

	D.  The Paradigm of True Development

	The paradigm of true development should consider the full realization of human capabilities; the freedom from servitude imposed by native or oppressive systems; the wisdom to know the difference between needs and wants; the creation of new webs of solidarity based on reciprocity and not domination; the rich symbiosis between contemplation and transforming action, between efficiency and free expression.  True development is therefore the ascent of all persons in their integral humanity.�

	It is very important to undergird that a “third way” paradigm as an alternative development should be based on tradition and this “can only be created out of social experimentation by a community of need [my emphasis] living out new kinds of development in harmony with its own values [my emphasis].”�    We can tentatively say that “third ways” should be situated not between the two worlds of Capitalism and Socialism but within the context of a community that tests out and lives the latent dynamism present in its values and traditions.



	E.   A Christian “Third Way”?

	Goulet comments that “ours is not the first generation of Christians tempted to design societies according to Gospel lights” and he adds that “particular variety of Christian “third ways” holds out little promise to contemporary societies.”�  This seems to be a very pessimistic view but I believe that it is very positive in the sense that Christian values contained in the Gospel can inspire new paradigms of social reconstruction only if such paradigms will not resemble the aborted “third ways” mentioned above but emerge from the Christian community’s experience of discovering the latent dynamisms of its values and traditions.

	

IV.  Summary Evaluation

	A Christian alternative or a “Third Way” is a not a new economic system comparable to the ideal economic systems we discussed in the preceding chapter.  But it is a model of development that can either be drawn from a theoretical perspective -- a priori (though not in a vacuum), or from a practical perspective -- a
 
p
osteriori -- that takes into account the actual experience of Christians in correcting or rejecting the evils of the existing system of economic activity prevalent in one context.  The theoretical perspective refers to a common vision or horizon, a philosophical  or ethical horizon that influences or guides the members of the community.  The practical perspective refers to concrete actions or initiatives that  actually temper, correct or re-orient the existing philosophical or ethical horizon that is contrary to the community’s authentic vision or horizon.	But whether the alternative’s starting point is theoretical or practical, one must take into account that economic system is not the whole reality but it represents economic activity as a human and humanizing activity.   So the matrix of any economic system or of any alternative whether it be Christian or otherwise, is always the human person in the particular context where economic reality  in its activity is presently realized and fulfilled.

	Another important point is the recognition
 that every alternative, is both provisional and definitive.� It is provisional because particular circumstances are always dynamic and it is definitive because it addresses concrete problems squarely and realistically.  Any model of a Christian alternative
 is always specific because it addresses a particular need of a particular community, and at the same time universal because it basically touches on economic elements that are generally recognized by all societies.

	We can provisionally indicate that a Christian alternative, or a “Third Way”, is conscious that economic activity is both human and humanizing.  In this sense it must consider that it takes the human person wholistically, in all aspects. 
 
It is now our task in the next chapter to look more closely at EcoM from 
 perspective of the Christian alternative.
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