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The macroeconomy is about the whole economy, all at the same time: $17 trillion worth of 

output, 140 million workers, $11 trillion worth of money supply.  One might divide a course in 

macroeconomics into four big topics: GDP, unemployment, money, and policy. 

Is there, or should there be, a “Catholic macroeconomics”?  I think not.  God created us with 

minds, and He asked us to till the earth: He gave us hand and intelligences and the ability to 

make tools and to think things out.  He likes our autonomy.  His revelation is appropriately 

distinct from what He instilled in us at Creation. 

That said, when looking at a Macroeconomics textbook, there are some areas to which Catholic 

intellectuals (or intellectuals wanting to teach in a way informed by the Catholic faith) will give 

more emphasis.  There are distinct questions that they will ask.  When it comes time to select and 

arrange topics, they will give some topics pride of place and demote others. 

The Catholic intellectual tradition emphasizes the unity of knowledge and the importance of 

interdisciplinary dialogue.  To teach within this tradition means to (a) teach the discipline, 

honestly, faithfully, thoroughly, to the best professional standards and (b) not be afraid to spill 

over into other disciplines, and to bring in politics, ethics, history, and theology to make the 

economic discussion fuller and more salient to the students. 

Teaching Economic Growth in conversation with the Catholic Intellectual Tradition 

Too much and too long, we seem to have surrendered community excellence and 

community values in the mere accumulation of material things. Our gross national 

product ... if we should judge America by that - counts air pollution and cigarette 

advertising, and ambulances to clear our highways of carnage. It counts special locks for 

our doors and the jails for those who break them. It counts the destruction of our 

redwoods and the loss of our natural wonder in chaotic sprawl. It counts napalm and the 

cost of a nuclear warhead, and armored cars for police who fight riots in our streets. It 

counts Whitman's rifle and Speck's knife, and the television programs which glorify 

violence in order to sell toys to our children. 

Yet the gross national product does not allow for the health of our children, the quality of 

their education, or the joy of their play. It does not include the beauty of our poetry or the 

strength of our marriages; the intelligence of our public debate or the integrity of our 

public officials. It measures neither our wit nor our courage; neither our wisdom nor our 

learning; neither our compassion nor our devotion to our country; it measures everything, 

in short, except that which makes life worthwhile. And it tells us everything about 

America except why we are proud that we are Americans. 

Robert F. Kennedy Address, University of Kansas, Lawrence, Kansas, March 18, 1968 



Is economic growth identical with improvements in living standards?  Or with advances in 

material well-being, let alone improvements in human well-being as a whole?  There’s no doubt 

that improvement in GDP per capita is highly correlated with a whole host of indicators of 

human well-being (life expectancy, infant mortality, literacy, school enrollment, political 

stability); arguably, having more goods and services (and having an economic system that 

produces more goods and services) is a good thing.  This raises a series of questions. 

First, to what degree can we ascribe causality to GDP?  Does more GDP cause better health and 

education, the opposite, or both?  This has important implications.  One can postpone 

investments into health and education until a high GDP has been achieved: whatever sacrifices 

had to be made, whatever inequities in the accumulation of wealth had to be borne in the 

meantime, they will pay off later on.  Or one could argue that economic growth is the result of 

previous investments in health and education: growth can be postponed, and when it does 

happen, the gains will be broadly shared and thus more sustainable.  Finally, causation can run 

both ways: growth and “social” expenditures can be mutually reinforcing. 

Are they?  Are investments in broadly-shared health and education inimical to growth?  For 

example, perhaps the tax regime required for such investments is an enemy of progress and a 

retardant of creativity.  Perhaps the insistence on universal access is opposed to the logic of 

scarcity and rationing by the price system, and so it weakens the incentives that are indispensable 

for growth.1 

Is a “bridled” market ultimately more successful at producing economic growth?  This leads to 

the question of what is the political regime most suited to producing and sustaining economic 

growth.  To what degree can non-market economies produce sustained, long-term economic 

growth?  (The record is not favorable to such a hypothesis.)  To what degree is freedom 

necessary?  To what degree does this freedom have to be submissive to laws (human or divine)?  

Many heard echoes of Marxism in these words: “ideologies which defend the absolute autonomy 

of the marketplace and financial speculation … reject the right of states, charged with vigilance 

for the common good, to exercise any form of control” (Evangelii Gaudium, 56).  Milton 

Friedman thought he heard echoes of the Spanish Inquisition in these words: “obedience to the 

truth about God and man is the first condition of freedom” (Centesimus Annus, 41). 

In this context, some people continue to defend trickle-down theories which assume that 

economic growth, encouraged by a free market, will inevitably succeed in bringing about 

greater justice and inclusiveness in the world. This opinion, which has never been 

confirmed by the facts, expresses a crude and naïve trust in the goodness of those 

wielding economic power and in the sacralized workings of the prevailing economic 

system. Meanwhile, the excluded are still waiting. To sustain a lifestyle which excludes 

others, or to sustain enthusiasm for that selfish ideal, a globalization of indifference has 

developed. Almost without being aware of it, we end up being incapable of feeling 

compassion at the outcry of the poor, weeping for other people’s pain, and feeling a need 

                                                           
1 Does market-based economic growth depend on foundations that it undermines and under which it chafes?  
Commentators have pointed out that the virtues related to delayed gratification are both necessary for capitalism 
and undermined by the successes of capitalism.  The profit motive is not the same as greed: the latter involves 
contempt for long-term relations and for the well-being of workers and customers that are necessary for 
sustainable profits … but to which profit-seekers are tempted daily. 



to help them, as though all this were someone else’s responsibility and not our own. The 

culture of prosperity deadens us; we are thrilled if the market offers us something new to 

purchase. In the meantime all those lives stunted for lack of opportunity seem a mere 

spectacle; they fail to move us. (Evangelii Gaudium, 54) 

Acemoglu and Robinson's Why Nations Fail, and the hundreds of research articles and books it 

is based on, suggest that growth can only be sustained in what they call “inclusive” societies, of 

which the USA is not a bad example. In these kinds of societies, belonging to the Club, or to the 

majority race, or to a certain ethnic group, or to the aristocracy, etc. do not determine economic 

success ... or, more importantly, access to economic resources and opportunities. 

If society is not inclusive, in this sense, we have what they call “extractive" societies, of which 

the antebellum South was not a bad example.  These societies may grow very fast for a long 

time, and be based on markets.  But they are basically set up to allow “insiders", who wield 

economic power, to benefit from - to live off of - the production of the “outsiders".  Politics, the 

courts, the educational system, culture, and particularly industry and trade are rigged so that 

insiders are always on the take, and outsiders lose in every transaction, even seemingly free 

transactions. 

Most of human history has been dominated by “extractive" societies. “Inclusive" societies are 

really the historical exception.  They are also the exception at this point in history.  Consider this 

world map of "Voice and Accountability." This "captures perceptions of the extent to which a 

country's citizens are able to participate in selecting their government, as well as freedom of 

expression, freedom of association, and a free media."2 

 

Insofar as most societies are, and have been, extractive, recommending free markets to them is to 

offer them a poisonous combination.3  Almost every country in the world, and ours a good part 

of the time, offers limited participation, limited expression, limited association, and unfree 

                                                           
2 http://info.worldbank.org/governance/wgi/index.aspx#faq 
3 One might read Charles Murray's work, or Tyler Cowan's, as libertarian warnings that the US is becoming less and 
less of an inclusive society in this sense. 



media. Arguably, American-style free markets won't work terribly well in most countries in the 

world, not because free markets are bad, but because reducing government intervention won't 

make markets free. 

The historical evidence suggests that there is no guarantee that competition will produce fair 

outcomes or inclusive societies.  Competition may produce growth. Growth may produce wealth, 

even great wealth.  But this growth is only sustainable if, in addition to competition and freedom 

to exchange, you have (a) societies that are basically open to newcomers and invite social 

mobility and (b) rules that are generally both clear and impartial. 

Finally, there’s no doubt that economic growth implies more goods and services.  But has the 

increase in market goods and services reduced the value of non-market goods and services?  Has 

economic growth produced or required social dislocation?  Have the demands for productivity 

and higher consumption pushed too many family members into the market?  The standard 

conversation on economic growth does not even consider issues of divorce, illegitimacy, pre-

marital and extra-marital sex; does not consider issues of inter-generational attachments, of 

tradition, of culture; of locational stability and permanence.  For example, the World Bank, 

which collects data about a whole host of issues, does not collect data on family structure.  

  



Teaching Economic Fluctuations and Unemployment  

in conversation with the Catholic Intellectual Tradition 

The economy goes up and down.  We care because people lose their jobs.  

When we consider the rights of workers in relation to the "indirect employer", that is to 

say, all the agents at the national and international level that are responsible for the whole 

orientation of labour policy, we must first direct our attention to a fundamental issue: the 

question of finding work, or, in other words, the issue of suitable employment for all who 

are capable of it. (Laborem Exercens, 18) 

A key question is whether society as a whole is at all responsible for ensuring access to 

employment to all of the members of the society. 

The opposite of a just and right situation in this field is unemployment, that is to say the 

lack of work for those who are capable of it. It can be a question of general 

unemployment or of unemployment in certain sectors of work. The role of the agents 

included under the title of indirect employer is to act against unemployment, which in all 

cases is an evil, and which, when it reaches a certain level, can become a real social 

disaster. (Laborem Exercens, 18) 

On the one hand, one can deal with the consequences of unemployment separately from dealing 

with its causes. 

The obligation to provide unemployment benefits, that is to say, the duty to make suitable 

grants indispensable for the subsistence of unemployed workers and their families, is a 

duty springing from the fundamental principle of the moral order in this sphere, namely 

the principle of the common use of goods or, to put it in another and still simpler way, the 

right to life and subsistence. (Laborem Exercens, 18) 

Can such a thing as involuntary unemployment exist?  If it does, should we do something about 

it?  Classical economists denied it: at most, there could be shifts in the allocation of resources 

that produce temporary unemployment in one area while other areas experience over-

employment.  A modern version of this position argues that involuntary unemployment is the 

result of a misallocation of resources due to inappropriate government intervention.  The 

“Keynesian” position is that private agents can make mistakes, especially because their decisions 

are based on volatile expectations.   

The means by which unemployment is to be acted against probably depend on the reason for 

why workers are unemployed.  Some kinds of unemployment can be reduced by job-matching 

services, or by helping the inexperienced and underprepared to achieve job-market readiness.  

Social service agencies, universities, churches, and governments may be involved. 

It is particularly painful when it especially affects young people, who after appropriate 

cultural, technical and professional preparation fail to find work, and see their sincere 

wish to work and their readiness to take on their own responsibility for the economic and 

social development of the community sadly frustrated. (Laborem Exercens, 18) 



Other kinds of unemployment require substantial retraining (especially the unemployment that 

results from otherwise beneficial technological change).  Others require breaking down barriers 

of discrimination and prejudice.  Others require changing laws to make the labor market more 

flexible.  Others require destroying artificial barriers set up by “insiders” to benefit themselves at 

the expense of “outsiders.” 

Finally, and controversially, one might think that there’s the kind of unemployment that results 

from a lack of sufficient demand for products.  This kind of unemployment would be reduced by 

creating demand through a combination of (a) direct government purchases of products, (b) 

indirect encouragement of private demand through lower taxes or lower interest rates, and (c) 

encouragement of consumer confidence and business optimism.   

Can the government perform this role without creating more problems?  Political theorist 

Edmond Burke, inspiration for current-day conservatives, argued that a principal political right 

of citizens is the right to be governed well, not the right to be left alone.  Does this imply that 

government has an obligation to intervene, even with the awareness of secondary, undesirable 

effects?  On the other hand, are there unintended (political, economic) consequences of large-

scale government intervention?   

  



Teaching Money and International Issues in conversation with the Catholic Intellectual 

Tradition 

Topics of money, inflation, saving and investment, capital flows, and financial crises tend to be 

more technical, so it is difficult to find a point of intersection between the economics that deals 

with these topics and the Catholic social doctrine that is concerned with them – it is hard for CST 

to say something both correct and distinct.  In these areas, in particular, the contribution of the 

Catholic is not a special insight or distinct answers, but a special emphasis on certain questions. 

Stable currency 

One of the fundamental responsibilities of the state is to facilitate trade by providing a supply of 

money the stability of whose value it must guarantee (cf. CA 18, 48).  There is a very careful 

balance between providing “too little” money and failing to support economic growth (which 

requires a medium of exchange) and providing “too much” money and producing long-run 

inflation.  There are real winners and losers from making mistakes in these technicalities.   

An excessively “disciplined” system benefits lenders, rentiers, and generally people who live 

from previously accumulated capital at the expense of entrepreneurs, business people, workers, 

and borrowers and generally people who live from their current efforts.   An excessively 

“elastic” system benefits the irresponsible accumulator of debt, the wily projector, and the clever 

speculator at the expense of the financially unsophisticated.   

It would express “a crude and naïve trust in the goodness of those wielding economic power” 

(EG, 54) to imagine that the monetary system will not be manipulated by the economically 

powerful to their advantage.  A system “in which freedom in the economic sector is … 

circumscribed within a strong juridical framework which places it at the service of human 

freedom in its totality” (CA 42) would prioritize ensuring that the rules of the game (including 

the value of the currency) will not be changed to favor one group over another. 

In modern times, stability of prices has been reinterpreted as predictability of inflation.  Behind 

this shift lie two major concerns.  First, price stability is not desirable: for inflation to average 

0%, an economy would require periodic deflations (widespread and long-lasting price cuts) that 

imply bankruptcies and depression.  Regular, low inflation is argued to be necessary to avoid 

periods of deflation.  Second, regular inflation allows people who should take a pay cut to take it 

without realizing it4 – is this a deception, a macroeconomic thievery of the first order?  Or is it an 

underhanded way to help people face the reality of their industry? 

Effects of policy on foreign countries 

Often solidarity and economics are taken to be opposite: often there’s a tradeoff between 

progress and community.  Yet there are quite a few places where sound economic policy and 

                                                           
4 Say there’s a technological change that calls for reallocation of labor from one sector to another.  Falling real 
wages in the losing sector would give the right incentives; but it is difficult to implement widespread, deep nominal 
wage cuts.  Inflation, as it eats into real wages, manages to achieve the fall in real wages without making the pay 
cuts explicit. 



solidarity coincide.  In general, economics finds that economic outcomes are improved if we 

view the world without racial prejudices and without nationalistic partiality.5  For example: 

 “Why should I care of other countries go into a recession?  Doesn’t that improve my 

country’s relative position?”  In a world of economic growth and expanding resources, 

one country’s gain is not another country’s loss.  American benefits if its rivals/partners 

prosper because their prosperity means a bigger market for America’s products, because 

we can imitate their technological advances, and because their prosperity reduces the 

probability of violent conflict. 

 

 “Beggar-thy-neighbor,” protectionist trade policies reduce imports (and thus other 

country’s GDP and employment).  Economic theory also shows that such policies 

appreciate the currency and depress the protectionist country’s exports.  A lack of 

solidarity leads to an overall decline in trade: prosperity is greater if it is mutual, and 

shared, prosperity. 

 

 “The Fed has no mandate to take other countries into consideration when making 

monetary policy.”  But US monetary policy has large international implication that feed 

back to the US.  For example, when the Fed jacked up interest rates in the early 1980s, it 

created a funding crisis for Latin American countries, which resulted in serious problems 

for American banks.  In 2013, dramatic changes in interest rates, or expectations of such 

dramatic changes, have serious consequences on world capital flows and markets; 

international volatility is damaging to the US.  The world might not be a community, but 

it is interconnected.  Self-interest and fellow-feeling are, on occasion, mutually 

reinforcing (CA, 25). 

  

                                                           
5 Not everyone thinks this is a good thing.  “Dismal” is what Thomas Carlyle called the science for allying itself with 
philanthropists who took blacks and whites to be equal, and wanted to do something about the plight of the 
former. Cf. Carlyle, Thomas. "Occasional Discourse on the Negro Question". 1849. Fraser's Magazine for Town and 
Country.  London, Vol. XL., February 1849. 



Teaching Policy in conversation with the Catholic Intellectual Tradition 

Policy and a Technological View of the World 

Often the development of peoples is considered a matter of financial engineering, the 

freeing up of markets, the removal of tariffs, investment in production, and institutional 

reforms — in other words, a purely technical matter. All these factors are of great 

importance, but we have to ask why technical choices made thus far have yielded rather 

mixed results. We need to think hard about the cause.  

Development will never be fully guaranteed through automatic or impersonal forces, 

whether they derive from the market or from international politics. Development is 

impossible without upright men and women, without financiers and politicians whose 

consciences are finely attuned to the requirements of the common good. Both 

professional competence and moral consistency are necessary.  

When technology is allowed to take over, the result is confusion between ends and 

means, such that the sole criterion for action in business is thought to be the 

maximization of profit, in politics the consolidation of power, and in science the findings 

of research. Often, underneath the intricacies of economic, financial and political 

interconnections, there remain misunderstandings, hardships and injustice. The flow of 

technological know-how increases, but it is those in possession of it who benefit, while 

the situation on the ground for the peoples who live in its shadow remains unchanged: for 

them there is little chance of emancipation. (Caritas in Veritate, 71, emphasis original) 

Pope Benedict XVI questioned overreliance of some human contrivance – be it a self-correcting, 

self-balancing, self-propelling system of exchange or the complicated machinery of a 

bureaucracy that acquires information and makes policy decisions with the conviction of 

knowledge and wisdom superior to those directly affected by the problem.  For example, surely 

“the constant interplay of diplomatic contacts, economic, technological and cultural exchanges, 

agreements on common projects, as well as joint strategies” (CV, 72) are good.  But agreements 

are not peace.  Free contracts are not the same as just or mutually beneficial contracts (cf. Rerum 

Novarum, 43-44).  De-regulation is not the same thing as social inclusion.  Happiness is not the 

same as taking happy pills.  Technical solutions are necessary, but to hold them sufficient is to 

make them into mean, petty idols. 

The idols of the nations are silver and gold, made by human hands. 

They have mouths, but cannot speak; eyes, but cannot see. 

They have ears, but cannot hear; nor is there breath in their mouths. 

Those who make them will be like them, and so will all who trust in them.  

(Ps 135, 15-18) 

A straightforward example of an overreliance on technological solutions has come to be called 

“the Lucas Critique.”  Lucas (1976) argued that the beautiful machinery of an econometric 

exercise would likely be inadequate in the task of evaluating policy, specifically because the 

models he criticized assumed that people are automatons prompted to action by stimuli.  In 

reality, he argued, people have minds and will change their expectations on the basis of the 

policy itself. 



Another straightforward application is called the problem of “time inconsistency” according to 

which policy makers prefer to renege on their promises to obtain some short-term advantage.  

Economic research has found that giving people the incentive to do the right thing (meaning 

following the long-term objective) works even to produce good outcomes in the short run. 

A final example is the issue of “moral hazard” following a bailout, or government rescue of a 

distressed firm or bank.  Technical solutions are inadequate: every option is bad.  Rescuing the 

failed firm only encourages more irresponsible risk taking.  Not rescuing it risks putting the 

innocent more in danger of paying for the irresponsibility of a few.  The solution is not a 

technical contrivance (some regulation to prevent all misbehavior, or the abolition of some 

regulation).  As necessary as such steps might be, the only real solution is for “financiers and 

politicians [to have consciences] finely attuned to the requirements of the common good.” 

Rerum Novarum argued that social conflict between labor and capital would not be put to rest by 

a technical solution like a social revolution, a minimum wage, or an increase in economic 

freedom, but that “all men should rest persuaded that main thing needful is to re-establish 

Christian morals, apart from which all the plans and devices of the wisest will prove of little 

avail.”  We should also believe that development or economic progress will not be the result of 

the application of an ideology or a system, but the abolition of “a lifestyle which excludes 

others” and the end of the “globalization of indifference” (EG, 54). 


