Addressing the Economic Crisis with Faith

The economic news is bad everywhere,
for everybody it seems! What got us into
this mess? What do we need to avoid
in the future? What do we need to do
now—as individuals and as a nation?
What principles of Catholic Social
Teaching can guide our consciences as
we face the realities? And what are the
opportunities inherent in all of this?

Cultural Causes

The media have told us in great detail
about the institutional causes of the cur-
rent economic crisis. We must recognize
that these causes are rooted in national
cultural trends of recent decades. And
all of us have been a part in some way of
the loss of confidence at the core of the
present downturn.

For the past two decades, the nation
has been in one of the three periods in
U.S. history when money has been king;
the late nineteenth-century era of the
Robber Barons; the 1920s; and the peri-
od since the mid-1980s.

‘We have been in what Fortune maga-
zine called “a St. Vitus Dance of money”
The value of having more and more
things has become paramount. What
Thorstein Veblen called “conspicuous
consumption” has been the custom. The
media and fans have been absorbed by
the lifestyles of the rich and famous. We
have come to measure personal value
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in terms of how big our house is, what
kind of car we drive, and the purse we
carry. Greed has become good. This spir-
it undermines the confidence needed in
a free market economy.

This spirit has also fostered a culture
of irresponsible borrowing. Our econo-
my depends on the ability to borrow in
anticipation of future ability to repay—
and on a willingness to lend in reli-
ance on that repayment. National data
show that we have become a nation of
people living beyond our means, using
borrowed money to finance our life-
style without considering whether the
debt will grow our potential for repay-
ment. When loan parties forget about
inherent risks and their responsibilities,
confidence is undermined and lending
freezes up.

Greed and reckless borrowing have
generated economic “bubbles” in which a
spirit of euphoria rooted in expectation of
ever-rising prices rules decision-making,
McMansions and massive foreclosures
bear witness to the arc of the recent hous-
ing bubble. Forgetting that what goes up
also inevitably comes down in the mar-
ketplace leads to unsustainable behavior
and ultimately devastates confidence. It
also generates a widespread climate of
fear that paralyses and can panic.

Little attention has been paid in
recent decades to the dramatic growth in

inequality of incomes. Some have gained
inordinately while incomes of middle-
and lower-income workers stagnated
or inched up. Tax cuts have favored the
wealthy, and productivity gains have
enriched those at the top instead of
being shared more equitably.

A sense of citizenship has dimin-
ished as individualism has supplanted
co-responsibility for the commeon good.
Economist Randy Albeda has remarked
that at some point in the 1980s the Amer-
ican people began to think of themselves
primarily as “taxpayers” rather than as
citizens. A sense of government as only
taking away from private satisfaction
came to predominate.

These cultural trends have gradually
come to govern our decision-making.
Cultural change is a gradual process,
and we must recognize that changing
to a more responsible way of living will
take time and cause pain for individuals
and the nation.

Structural Responses

Inevitably, the cultural trends of
greed, irresponsibility, euphoria and
individualism spawned institutions and
behavior that supported them. People
saw that they could make money from
them and did so. Financial speculation
became the economic driver on a global
scale, with profit the motivating factor.

In the U.S., support for a pro-capital
and anti-government ideology of dereg-
ulation and non-enforcement meant
that safety rules were ignored, untenable
risks were taken, unsustainable levels of
debt were multiplied, and underwrit-
ing principles were relaxed. Securities
of many different grades were bundled
together and sold to investors on small
margins, creating a domino effect when
the loans were called.

Presciently, financier George Soros
pointed out in the late 1990s that lais-
sez-faire capitalism carries within itself
the seeds of its own destruction when it
neglects the common good and focuses
only on self-interest. Critics point out
that global capitalism can create over-
production when it generates levels of
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