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Despite. .. progress, the existence of absolute poverty for many
hundreds of millions of people involving malnutrition, illiteracy,
disease and starvation is a fact of today’s world. Robert McNamara,
President of the World Bank, defined absolute poverty “‘as a condi-
tion of life so characterized by malnutrition, illiteracy, disease,
squalid surroundings, high infant mortality and low life expectan-
cy as to be beneath any reasonable definition of human decency.”
Regardless of whether we are capitalist or Marxist, Christian or
Hindu, or whether the colour of our skin is black, brown, white or
yellow, absolute poverty remains a disturbing fact. In the early
seventies the international Labour Office estimated that the very
poor amounted to 700 million. More recently the World Bank puts
the figure at 800 million. The number of undernourished and
hungry is put at somewhere between 500-600 million and one bil-
lion.

Most of us in the West have no idea of what it must be like to live
in such a situation of total deprivation with no or very little work,
no adequate sanitation or clean water, economic insecurity, little
if any formal education, inadequate health services, overcrowded
housing, without either running water or electricity.

Brian Griffiths

Director, Centre for Banking and International Finance,

City University of London,

taken from his London Lecture in Contemporary Christianity, 1980



Introduction
Robert G. Clouse

The Bible portrays God as concerned with the affairs of this world.
His spokespersons, the Old Testament prophets, repeatedly em-
phasized the need for justice in human affairs. Jesus never distin-
guished between the “religious” and ‘“social”’ aspects of service to
others. He fed the hungry, healed the sick and raised the dead. In
Matthew 25 he commanded Christians to provide food for the
starving, care for the sick, aid to prisoners, clothes for the naked
and housing for refugees. Caring for the needy was so important,
he said, that it was equivalent to caring for him. In numerous
situations, including his defiance of Sabbath customs and his treat-
ment of the woman taken in adultery, he placed human needs
before religious and ceremonial considerations (Mk 2:23-28; Jn
8:3-11).

The Call to Social Involvement

Those who followed Christ were to be salt and light in the world
and servants to others (Mt 5:13-16; Mk 10:43-44). Jesus directed
them to love their neighbor as themselves. In response to the ques-
tion “Who is my neighbor?” Jesus told the story of the good Samar-
itan, which taught that all people fall into the category of neighbor
(Lk 10:29-37).
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Although a few years ago it may have been necessary to amplify
this case for social involvement, thanks to a number of excellent
books, statements and conferences, this is no longer needed. Now
we must discuss the direction this social and political activity
ought to take. Some wish to bolster conservative influences in
society. Others emphasize a more liberal approach, and still others
believe that radical change is necessary to help our neighbors.
Global problems present a massive challenge. Some twenty years
ago a nationally known speaker might have pointed out that soci-
ety must deal with war, poverty and racism. Rather than bringing
solutions to these difficulties, the passage of time has witnessed
the growth of more crises relating to environmentalism and sexism.

Those who wish to serve Christ must deal with people who iden-
tify many of these problems, especially poverty, with capitalism.
It is not a simple matter to either defend or condemn modern indus-
trial capitalism from the Scriptures. One economist explains this
dilemma for the Christian:

The economy of Biblical times was agrarian, not industrial. Peo-

ple of that time knew nothing of our applied technology, eco-

nomic machinery, or complex investment schemes. Output came
from land and labor, with minimal capital for investment.

Consequently, productive savings was irrelevant in that sys-
tem. People could consume, hoard, or give, but productive invest-
ment was hardly an option.

Scripture clearly condemns sumptuous living, non-productive
accumulation, and hoarded wealth. “Come now, you rich,” wrote
James, “weep and howl for the miseries that are coming upon you.
You have laid up treasure for the last days. Your gold and silver
have rusted, and their rust will be evidence against you and will
eat your flesh like fire” (James 5:1, 3).

But what of productive investment? The Bible is not explicit on
wealth accumulation of this kind. Unfortunately, the church has
done little to deal with issues of wealth accumulation in the form
of productive capital.l

It is the purpose of this book to confront the reader with issues of
prosperity and poverty created by modern forms of wealth accumu-
lation and to give some indication of the variety of current evan-
gelical opinion on these matters. A Christian must remember that
the gospel is not a natural or necessary ally of capitalism. For cen-
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turies the church existed with medieval manorialism, but that
economic arrangement passed and the cause of God continued.
It is dangerous to identify the gospel with any social or political
system.

Capitalism
Exactly what is meant by capitalism? It can be defined, in an ab-
stract sense, as “‘an economic system based preponderantly on the
private ownership and use of capital for the production and ex-
change of goods and services with the aim of earning a profit. In
this sense, the system is theoretically not limited by time and place
and can be described and analyzed in the abstract language of the
economist.’’2

Capitalism is also an historical phenomenon. It is an institu-
tional order that developed gradually in Europe during the Middle
Ages, spread to the Western Hemisphere and other parts of the
world during early modern times, and reached its peak develop-
ment in the later nineteenth century. The introductory comments
which follow will deal with the historical growth of capitalism.

The Era of Expansion

Medieval Europe was dominated by a series of decentralized units
called manors. These estates or village communities produced all
orat least most of what they used. In reality, few estates could satis-
fy either the volume or variety of needed products. Basic commodi-
ties, including salt and iron as well as luxury goods such as spices,
wine and fine cloth, were bought from traders.

The transition from an economy of self-sufficiency to one of ex-
change for profit took several centuries. Certain periods of Euro-
pean history stand out as important in the process of change. The
first was the era of expansion during the twelfth through the four-
teenth centuries, which witnessed the birth of capitalism. The
cities of northern Italy were the center for this early development,
but it soon spread to other parts of Europe. City life revived as mer-
chants gravitated to these centers of commerce. Estates began to
concentrate on the growth of cash crops and to buy their industrial
needs from the cities. Water power and wind power were har-
nessed for the grinding of grain and fulling of cloth. The “com-
mercial revolution” which resulted led to new trading and busi-
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ness practices such as the partnership, the bill of exchange, double-
entry bookkeeping and certain forms of marine insurance. East
Asian goods were brought to Europe by the Italians and traded at
fairs such as those in Champagne.

Commercial prosperity led to growth in population and to geo-
graphical expansion through colonization and conquest. Within
the settled areas of Europe, land-hungry peasants cleared the for-
ests, drained the marshes and reclaimed land from the sea. On the
periphery of the continent (east of the Elbe, south of the Pyrenees,
and in the eastern Mediterranean), frontiers were opened for the
colonists. A growing population and war combined to increase the
demand for goods and services. Experiences on the frontier of
Europe in such activities as the Crusades changed European
tastes and created new wants. Then, during the fourteenth century,
a pause came to medieval expansion. It has been attributed to the
effects of the Black Death (1353), the Hundred Years’ War between
France and England, and the closing of the European frontier be-
cause of defeats in the East.

The Era of Commercial Activity

By the early sixteenth century the economy had recovered from
its slump, and the second wave of capitalistic growth began. This
period lasted until the early seventeenth century. Stimulated by
overseas discoveries, the economic improvement was based on vast
quantities of gold and silver brought from America. The new
wealth made possible an unprecedented expansion of commercial
credit. As direct trade routes were established, Asia was also ex-
ploited to provide greater quantities of spices, cotton and silks at
lower costs.

In this enlarged commercial arena, leadership passed from the
Italian maritime cities to the Iberian countries and finally to the
states of northern and western Europe. Sixteenth-century Antwerp
and seventeenth-century Amsterdam became the financial and
mercantile centers of world trade. In the Low Countries the new-
found wealth of America was traded for the grain, fish, timber,
metal, textiles and hardware of Europe. The “‘riches of the Indies”
slipped through the fingers of the Spanish and Portuguese into the
hands of northwestern Europeans. Although the output of goods
increased during this phase, the money supply grew at an even
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faster rate. The result was inflation. Many workers were unable to
secure high enough wages to match inflation.

Some historians have argued that this gap between wages and
costs favored the growth of capitalism by permitting a high rate of
profit and a more rapid increase of wealth.3 Attention has also
focused on a possible spiritual cause for the impressive expansion
of capitalism in early modern Europe. This so-called Weber thesis
links the rise of Protestantism and the encouragement it gave to
hard work, thrift and honesty with the growth of the capitalistic
spirit. Max Weber (1864-1920) argued that Calvinism, with its doc-
trine of election, caused great anxiety in the mind of the believers
about salvation. Instead of leading to fatalism, this caused Calvin-
ists to seek reassurance in lives of order, restraint and diligence to
their calling—traits which would characterize the elect. Such a
lifestyle favored capital accumulation, rational behavior and suc-
cess in business. Weber also taught that for many later Calvinists
these means became ends in themselves, apart from any belief in
predestination. Consequently the Protestant ethic, in a secularized
form, was able to survive the decline of religious enthusiasm.4

By the late seventeenth century the first two waves of capital-
ism had subsided. These early centuries have been called the era
of commercial activity. There was some industrial growth in these
years, such as textile manufacturing in medieval Italy and Flan-
ders, but it was exceptional. These early capitalists made their
profits from trade and finance rather than manufacturing. But even
trade and finance were only a small part of the larger economy.3
Most goods exchanged in commercial transactions came from tra-
ditional sources, such as home production, craft work and agricul-
ture. So capitalists engaged in trade had most of their investment
in stocks of raw material, cash or commodities for trade, not in
plants and equipment for production.

The commercial aspects of European life declined as part of the
“general crisis” of the seventeenth century. The recession which
had started about 1610 was more pronounced after 1640. It was
caused at least in part by a decline in the quantity of precious
metals arriving from the New World. By the 1640s, imports of gold
were only eight per cent of what they had been in the 1590s, and
silver thirty-nine per cent. Many of the mines were exhausted,
and those that did remain productive lacked adequate laborers. To
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cope with the emergency brought on by the decline in the supply
of gold and silver, the Spanish began minting large quantities of
copper coins. These drove out the more valuable coins and led to
violent price fluctuations that disrupted trade.

In spite of these problems there were some bright spots in Euro-
pean economic life. Sweden, the Low Countries and England were
able to gain a greater share of commerce. The Dutch developed a
large merchant fleet and became the main carriers of goods for
Europe. But England challenged the Netherlands through a series
of Navigation Acts, and in the Anglo-Dutch Wars it succeeded in
taking over much of the sea trade. British colonies also aided mer-
cantile development by providing raw materials and markets for
finished goods. During the eighteenth century, with the defeat of
the French, the English held a significant portion of global lead-
ership.

Industrial Capitalism

The third period of capitalistic expansion, which began in the
eighteenth century, differed from previous stages for several rea-
sons. Worldwide competition and pressure to supply an even
larger market encouraged that fundamental technological break-
through called the industrial revolution. The scientific revolution
also helped distinguish the period from preceding examples of
capitalistic expansion. Among the key elements science provided
were a climate of opinion that encouraged experiment and inno-
vation, a linkage of learned persons and artisans, and an interest in
practical and profitable activities on the part of scholars.

It is interesting to note that the industrial revolution came first
to England rather than to a nation like France, even though the
French were in many ways more advanced than the English. A
reason for this can be found in the differing religious situations
of the two countries. As Walt Rostow explains,

Students of British invention and innovation in the eighteenth

century have long noted the disproportionate role in the germi-

nal inventive and innovational activities of the English Noncon-
formists and Scottish Presbyterians. ...

There is a considerable literature that sought to find in the
somewhat paradoxical theology of the Protestant Reformation
the clue to the Nonconformists’ ardent pursuit of economic ends.
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But William Petty early perceived what subsequent economic
history would confirm about the role of creative minorities in
traditional societies—from English Nonconformists to Japanese
samurai. Blocked in routes to the top, but not denied access
to education and money, they found modernizing activities
congenial.
Thus the problem of religion in early modern history and all
that lay behind Britain’s Revolution of 1688 (and the French
revocation of the Edict of Nantes in 1685) become directly
relevant to the locus of the first industrial revolution. In the
creative processes of invention and innovation—where the
number of men engaged was inherently small, but where num-
bers mattered greatly—Britain had, for noneconomic reasons,
stumbled upon a solution to its religious problem and to the
problem of Scotland that substantially strengthened its hand in
the race to the takeoff barrier. ... The British Nonconformists
contributed a scale and a thrust to the generation and applica-
tion of new technology that larger France could not match. They
were, in my view, the critical margin France denied herself in
1685.6
Thus it was Britain that led the world in the industrial revolution
and in the era characterized by industrial capitalism. The basis
was found in a new technology consisting of a cluster of innova-
tions which led to “the substitution of machines for human skill
and strength; of inanimate for animate sources of power (the water
wheel, but even more, the steam engine); and the new, more abun-
dant raw materials for those traditionally used (thus, the replace-
ment of charcoal by coke in iron smelting); and the organization of
work in compact units under supervision—the factory system.”?

The earliest examples of factories, or “mills” as the British called
them, produced textiles. A series of relatively simple and inexpen-
sive inventions had reduced the cost and increased the output of
cotton goods. Because of these changes, production could be cen-
tered in one place. In the 1780s the steam engine, perfected by
James Watt, began to supply the power for factories. By 1820 the
cotton industry occupied first place among British manufactures,
accounting for half of all English exports. It was the forerunner of
later industrial development. Through increased production and
lower costs, the cotton industry created new markets and demon-
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strated how capital could be invested in new enterprises with
great reward for the entrepreneur.

A more impressive example of material advance was the mech-
anization of transportation. By 1829 a locomotive was demon-
strated that could travel twenty-nine miles per hour while carrying
a load of several tons. The railroad system which resulted from
this discovery was a product of several innovations, including
high-pressure engines, iron for rails, machine tools for fabrication
and better lubrications for ease of operation. The whole process
was a constantly changing, self-sustaining system. During the
1830s and '40s coal and iron replaced cotton as king and opened a
new phase of industrialization. By the early twentieth century
electrical equipment, chemicals and automobiles were the leaders
in production.

Industrialization and Its Impact on People

The technological advances produced widespread social and in-
stitutional changes. It is to these that most people refer when they
use the term capitalism. Modern industry grew at the expense of
older forms of production. Skilled artisans of earlier times had
had few physical comforts, but they had the satisfaction of making
items for which they alone deserved the credit. This was manu-
facturing in the original sense of the word, meaning to make by
hand (from Latin, manus for “hand” and facere for “to make”).
The industrial revolution redefined the term to mean ‘“made by
machine,” a change which led to the deterioration of the creative
human spirit.

Industrialization also created a growing gulf between the em-
ployer and the employee. Ever since medieval times they had been
referred to as “master” and “man,” terms indicating a personal
relationship which was doomed by the advent of the machine age.
Before the development of the factory system most production had
been on a small scale. A young boy would become an apprentice
to a master craftsman, who would treat him as one of his own
family. In due time the apprentice could become a master worker
and then a master with apprentices working for him. The tools
of the trade were comparatively inexpensive, permitting wide-
spread ownership and facilitating the transition to a leadership
role. But with the coming of expensive, power machinery it be-
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came impossible for a worker to become an owner. Centralization
of production also led to greater misery for the workers because
they were forced to live in expanding industrial cities known for
their crowded, jerrybuilt, unsanitary and thoroughly disagreeable
housing. The proletariat, as they came to be called, were packed
together into class-conscious groups.

A new class. Most of the new wealth went to the middle class, or
bourgeoisie. In Britain this group had fought for Cromwell against
Charles I and had struggled with a minority status during the
eighteenth century. In the nineteenth century, however, their busi-
ness acumen and entrepreneurial spirit supplied the drive for
Victorian prosperity. They were liberals in the classical sense of
the term; that is, they wanted freedom of speech and the press, re-
ligious liberty, freedom from arbitrary arrest and imprisonment, no
restraint on trade or commerce, the right to make a fortune, and the
privilege to vote. Government, they believed, should limit its activ-
ities to enforcing contracts and preserving peace. They were opti-
mistic, believing that innovation and growth would eliminate
age-old human problems. In their view people were poor because
they were extravagant or lazy, and it was wrong for government
to intervene on their behalf. During the nineteenth century people
sharing their views gained control of the major governments of
western Europe, and their ideas spread to North America and cen-
tral Europe.

Improved living conditions. The new techniques of industriali-
zation which the middle class fostered resulted in a flood of useful
articles which were formerly scarce. After initial hardships were
overcome, working people had better houses, clothes and bed
linens, and a more varied diet. With the passing of time, fewer
babies in the industrialized nations died, life expectancy increased,
and more capital was available for investment in schools, hospi-
tals and factories. New power sources made it possible to reduce
the length of the workday, although it was only through the grow-
ing power of the trade union movement that the number of work
hours was actually lessened. By the end of the nineteenth century,
the twelve-hour day had been reduced to ten, and after World
War 1 it was down to eight. Without the introduction of power
machinery and the factory system such improvement would
probably have been impossible.
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Problems. These gains were accomplished by a massive shift from
variable capital invested in stocks of raw material and finished
goods to fixed capital consisting of plant and equipment. The new
form of investment resulted in a large increase in the scale of
manufacturing. Enterprises founded at the beginning of the indus-
trial revolution were small and grew primarily through reinvest-
ment of earnings. But by the midnineteenth century new ventures
in capital-intensive industries (those requiring more capital than
labor), such as iron production and mining, were too large for
the resources of a single entrepreneur or even a small partnership.
Industrialists in these fields found it necessary to form limited-
liability, joint-stock corporations. This trend was characteristic of
continental European firms, especially in Germany where the pace
of industrialization did not pick up until after 1850. Not only were
the Germans late arrivals on the capitalist scene, but they had less
wealth. Consequently, larger firms and investment banking ar-
rangements were useful to them.

Industrial capitalism grew at an uneven rate. At times goods
would be overproduced, and then factories would shut down, forc-
ing the layoff of workers. Instead of the regular ups and downs of
the preindustrial economy, determined largely by poor harvests, a
complex series of factors based on investment, demand and in-
terest rates led to recessions every seven to ten years. These busi-
ness cycles have often been attributed to inflation and deflation.
One of the more serious cycles was the Great Depression of the
1930s.

Capitalism Criticized and Championed

Criticism of capitalism sharpened during this era. The main ideas
for the attack were furnished by one of the greatest of the nine-
teenth-century thinkers, Karl Marx (1818-83), and his followers.
Marx believed that capital had a tendency to concentrate in a few
hands. Capitalists would compete with each other, and as a result
there would be fewer and fewer of them, and larger and more fre-
quent depressions. Thus the condition of the workers would grow
more desperate. Finally, the proletariat would rebel, seize power
and abolish private property. This did not happen as Marx pre-
dicted, and consequently Lenin and some twentieth-century
Marxists taught that imperialism had prolonged the life of capital-
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ism. What seems to have interfered with the fulfillment of Marx’s
vision was the development of trade unions and government regu-
lation of business.® Industrial capitalism proved to be a more flex-
ible system than either its friends or foes thought it could be.

During the late nineteenth and early twentieth centuries the
United States developed into the new industrial giant of the world.
It became the physical and psychological center for capitalism.
Many Christians championed the free enterprise system and urged
others to struggle for prosperity. As one minister put it, “Godli-
ness is in league with riches.”? Russell Conwell, a famous nine-
teenth-century preacher, identified religion with business in his
famous sermon “Acres of Diamonds,” which he delivered over six
thousand times—earning millions of dollars for himself in the
process. In 1925 Bruce Barton published a book The Man Nobody
Knows, which pictured Jesus as a successful businessman. Jesus,
he claimed, was not a ““man of sorrow,” a weakling or a suffering
martyr. On the contrary, he was a dynamic leader, a “man’s man”
who took twelve ordinary individuals and built a successful cor-
poration that has lasted ever since. He was, like Henry Ford or
J. Pierpont Morgan, a founder of modern business.

This uncritical acceptance of capitalism was shaken by the Great
Depression of the 1930s with its political and social unrest. The
spectacle of hungry, unemployed people and unused factories
discredited traditional capitalist economics because it seemed
unable to find solutions. Most Americans were satisfied on a con-
crete level with the response given by the New Deal policies of
Franklin D. Roosevelt and on an ideological level by the adjust-
ments to capitalism suggested by John Maynard Keynes and his
supporters. The economic policy that resulted included an em-
phasis on steady growth in production and the adjustment of de-
mand to supply through government manipulation. The mistakes
that might occur in the new approach could be corrected before
great harm was done to the general society. When unemployment
grew because demand lagged, the economy could be revived by
tax cuts and an increase in government spending. If inflation oc-
curred because there was too much demand, monetary policies
could restrict the available money to dampen the economy. Keynes-
ian economics became the consensus.

During the 1970s, however, this economic policy seemed un-
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able to deal with a series of crises that sent shock waves through
the capitalistic systems of western Europe and North America.
Heightening the economic problems were severe crop shortages,
environmental pollution, and a growing gap between rich and
poor. Certain influential scholars suggested that there were indeed
limits to growth. Liberation movements in Third World countries
indicated that Keynesian policies were inadequate as an overall
approach for a global economy. Contrasting solutions from both
right and left again became options for social action. Where did
Christians stand on these issues?

Christians and Economics

Evangelical Christians have attempted to bring their insights to
bear on these economic difficulties. The contributors to this volume
feel that they have solutions for our current problems. They repre-
sent a broad range of political and social outlooks. The conserva-
tive view is explained by Gary North, the guided market or mixed
system by William Diehl, the decentralized approach by Art Gish,
and the centralized solution by John Gladwin.

Each writer reviews the biblical basis for his position, surveys
economic theory and assumptions, describes the appropriate role
of the government in economic life, and discusses the proper
Christian lifestyle in the face of staggering poverty and human
degradation. Notes and an annotated bibliography of literature on
wealth and poverty follow each major essay. Then the other con-
tributors respond from their respective viewpoints.

I hope the discussion contained in this book will lead each of us
to work and pray for the establishment of a better economic order.
As Brian Griffiths challenged his listeners:

Christianity starts with faith in Christ and it finishes with service

in the world. Although not its object, it is nevertheless, its in-

evitable consequence. . . . Obedience to Christ demands change,
the world becomes his world, the poor, the weak and the suffer-
ing are men, women and children created in his image; injustice
is an affront to his creation; despair, indifference and aimless-
ness are replaced by hope, responsibility and purpose; and
above all selfishness is transformed to love.

I believe that more than anything else this is what people the
world over are looking for. It will not be found in either capital-
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ism or Marxism but only through humility and obedience to
Christ. But having found it in the most personal and intimate of
all encounters, [Ifind] the most remarkable thing is that it is rele-
vant to the social, political and economic problems even of the
late twentieth century.10
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Gary North

Ye shall do no unrighteousness in judgment: thou shalt not
respect the person of the poor, nor honour the person of the mighty;
but in righteousness shalt thou judge thy neighbour” (Lev 19:15
KJV).

“I have been young, and now am old; yet I have not seen the
righteous forsaken, nor his seed begging bread” (Ps 37:25 KJV).

The topic of wealth and poverty should not be discussed apart
from a consideration of the law of God and its relationship to the
covenants, for it is in God’s law that we find the Bible's blueprint
for economics. Biblical justice, biblical law, and economic growth
are intimately linked. The crucial section of Scripture which ex-
plains this relationship is Deuteronomy 28. There are external
blessings for those societies that conform externally to the laws of
God (vv. 1-14), and there are external curses for those societies that
fail to conform externally to these laws (vv. 15-68).

And it shall come to pass, if thou shalt hearken diligently unto

the voice of the LORD thy God, to observe and to do all his com-
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mandments which I command thee this day, that the LORD thy

God will set thee on high above all nations of the earth: And all

these blessings shall come on thee, and overtake thee, if thou

shalt hearken unto the voice of the LORD thy God. Blessed shalt
thou be in the city, and blessed shalt thou be in the field. Blessed
shall be the fruit of thy body, and the fruit of thy ground, and the
fruit of thy cattle, the increase of thy kine, and the flocks of thy
sheep. Blessed shall be thy basket and thy store. ... The LORD
shall establish thee an holy people unto himself, as he hath
sworn unto thee, if thou shalt keep the commandments of the

LORD thy God, and walk in his ways. And all people of the earth

shall see that thou art called by the name of the LORD; and they

shall be afraid of thee. And the LORD shall make thee plenteous

in goods, in the fruit of thy body, and in the fruit of thy cattle,

and in the fruit of thy ground, in the land which the LORD sware

unto thy fathers to give thee. (Deut 28:1-5, 9-11 KJV)
Deuteronomy 28 is an extension and expansion of chapter 8, in
which the relationship between law, blessings and the covenant is
outlined. God was about to bring his people into the Promised
Land, as the fulfillment of the promise given to Abraham. The
“iniquity of the Amorites” was at last full (Gen 15:16 KJV). The
Canaanites’ era of dominion over the land was about to end. On
what terms would the Hebrews hold title to the land and its pro-
ductivity? Deuteronomy 8 spells it out: covenantal faithfulness.
This meant adherence to the laws of God.?

Deuteronomy 8 reveals to us the foundations of economic
growth. First, God grants to his people the gift of life. This is an
act of grace. He sustained them in the years of wandering in the
wilderness, humbling them to prove their faith—their obedience
to his commandments—and providing them with manna, so that
they might learn that “man doth not live by bread only, but by
every word that proceedeth out of the mouth of the LORD doth man
live” (vv. 2-3 KJV). A 40-year series of miracles sustained them
constantly, for their clothing did not grow old, and their feet did
not swell (v. 4). He also provided them with chastening, so that
they might learn to respect his commandments—the way of life
(vv. 5-6). Second, God provided them with land, namely, the land
flowing with milk and honey (vv. 7-8); ““A land wherein thou shalt
eat bread without scarceness, thou shalt not lack any thing in it;
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a land whose stones are iron, and out of whose hills thou mayest
dig brass” (v. 9 KJV). This also was an act of grace.

Life and land: Here are the two fundamental assets in any eco-
nomic system. Human labor, combined with natural resources
over time, is the foundation of all productivity. The third familiar
feature of economic analysis, capital, is actually the combination
of land plus labor over time. (The time factor is important. From
it stems the economic phenomenon of the rate of interest: the
discount of future goods against the identical goods held in the
present.)? (Warning: I use notes to add explanatory material, to keep
from cluttering up the text too much.) The original sources of pro-
duction are land and labor.3 If the Hebrews were willing to dig,
the land would produce its fruits.

So much for the gifts. What about the conditions of tenure? They
were not to forget their God. They were not to “accept the gift but
forget the Giver,” to use a familiar expression.

The very fullness of the external, visible, measurable blessings
would serve as a source of temptation for them:

When thou hast eaten and art full, then thou shalt bless the

LORD thy God for the good land which he hath given thee. Be-

ware that thou forget not the LORD thy God, in not keeping his

commandments, and his judgments, and his statutes, which I

command thee this day: Lest when thou hast eaten and art full,

and has built goodly houses, and dwelt therein; and when thy
herds and thy flocks multiply, and thy silver and thy gold is mul-
tiplied, and all that thou hast is multiplied; Then thine heart be
lifted up, and thou forget the LORD thy God. (Deut 8:10-14 KJV)
God provides gifts: life and land. He also provides a law-order
which enables his people to expand their holdings of capital assets
(the implements of production) and consumer goods. But these
assets are not held by men apart from the ethical terms of God'’s
covenant. The temptation before man is the same as the temptation
before Adam: to forget God and to substitute himself as God (Gen
3:5). It is the assumption of all Satanic religion, the assumption of
humanism, the sovereignty of man. God warned the Israelites
against this sin—the sin of presuming their own autonomy:

And thou say in thine heart, My power and the might of mine

hand hath gotten me this wealth. But thou shalt remember the

LORD thy God: for it is he that giveth thee power to get wealth,
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that he may establish his covenant which he sware unto thy

fathers, as it is this day. (Deut 8:17-18 KJV)

These words lay the foundation of all sustained economic growth
—and I stress the word sustained. While it is possible for a society
to experience economic growth without honoring God’s law,
eventually men’s ethical rebellion leads to external judgment and
the termination of economic growth (Deut 28:15-68). It is this
concept of God as the giver which underlay James’s announce-
ment: “Every good gift and every perfect gift is from above, and
cometh down from the Father of lights, with whom is no variable-
ness, neither shadow of turning” (Jas 1:17 KJV).

If men whose society has been (and therefore is still) covenanted
with God should fall into this temptation to forget God and to at-
tribute their wealth to the might of their own hands, then God will
judge them:

And it shall be, if thou do at all forget the LORD thy God, and walk
after other gods, and serve them, and worship them, I testify
against you this day that ye shall surely perish. As the nations
which the LORD destroyeth before your face, so shall ye perish;
because ye would not be obedient unto the voice of the LORD
your God. (Deut 8:19-20 KJV)

The Paradox of Deuteronomy 8

God has given us an outline of the covenantal foundations of a holy
commonwealth.? Thisis as close as the Bible comes to a universally
valid “stage theory” of human history or economic development.’
Long-term economic growth is based on men’s honoring the ex-
plicit terms of God’s law. The stages are as follows:

God’s grace in providing life, land, and law

Society’s adherence to the external terms of God'’s law
External blessings in response to this faithfulness
Temptation: the lure of autonomy

Response:

a. Capitulation that leads to external judgment; or

b. Resistance that leads to further economic growth

The covenant is supposed to be self-reinforcing, or as economists
sometimes say, it offers a system of positive feedback. Verse 18 is
the key: God gives his people external blessings in order “that he
may establish his covenant which he sware unto thy fathers’ (KJV).

G e
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The promise would be visibly fulfilled by their entry into the Prom-
ised Land, thereby giving them confidence in the reliability of
God’s word. God’s law-order is reliable, which means that men can
rely on biblical law as a tool of dominion, which will enable them
to fulfill (though imperfectly, as sinners) the terms of God’s domin-
ion covenant: “And God blessed them [Adam and Eve], and God
said unto them, Be fruitful, and multiply, and replenish the earth,
and subdue it: and have dominion over the fish of the sea, and over
the fowl of the air, and over every living thing that moveth upon
the earth” (Gen 1:28 KJV). This covenant was reaffirmed with Noah
(Gen 9:1-7). It is still binding on Noah'’s heirs.®

The paradox of Deuteronomy 8 is this: Blessings, while inescap-
able for a godly society, are a great temptation. Blessings are a
sign of God’s favor, yet in the fifth stage—the society’s response
to the temptation of autonomy—blessings can result in compre-
hensive, external, social judgment. Thus, there is no way to deter-
mine simply from the existence of great external wealth and suc-
cess of all kinds—the successes listed in Deuteronomy 28:1-14
—that a society is facing either the prospect of continuing positive
feedback or imminent negative feedback (namely, destruction).
The ethical condition of the people, not their financial condition,
is determinative.

Visible success is a paradox: It can testify to two radically dif-
ferent ethical conditions. Biblical ethical analysis, because it
recognizes the binding nature of revealed biblical law, is there-
fore a fundamental aspect of all valid historiography, social com-
mentary, and economic analysis. An index number of economic
wealth is a necessary but insufficient tool of economic analysis.
The numbers do not tell us all we need to know about the progress
of a particular society or civilization. We also need God’s law as an
ethical guide, our foundation of ethical analysis.

Ethics and Economic Analysis

A great debate has raged for over a century within the camp of the
economists: “Is capitalism morally valid?”’ Marxists and socialists
ask this question and then answer it: no. “But capitalism is effi-
cient,” respond the defenders of the free market. A few of the de-
fenders also try to muster ethical arguments based on the right of
individuals to control the sale of their property, including their
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labor services, without interference from the civil government.”

This sort of ethical analysis has not convinced many critics of
capitalism. They reject the operating presupposition of free mar-
ket economic analysis: methodological individualism. As meth-
odological collectivists, they deny the right of men to use their
property against the “common good.” Problem: Who defines the
common good? (The Christian answers that the Bible defines
the common good, and sets forth the institutional arrangements
that will achieve it. The Bible teaches neither collectivism nor
individualism; it proclaims methodological covenantalism.)8
Another problem: Even if the common good can be defined by
humanistic social commentators, who has the right to enforce it?
Finally, can the State, through its bureaucracy, enforce the com-
mon good in a cost-effective manner?® Will the results resemble
the official ethical goals of the planners? What kinds of incen-
tives can be built into a State-planned economy that will enable
it to perform as efficiently as a profit-seeking, free market econ-
omy?10

The fundamental issue is ethical. The question of efficiency is a
subordinate one. Few Marxists or socialist scholars seriously
argue any longer that the substitution of socialist ownership of
the means of production will lead to an increase of per capita out-
put beyond what private ownership would have produced. The
debates today rage over what kinds of economic output are morally
valid. Also, who should determine what “the people”—whoever
they are—really need? The free market, with its system of private
ownership and freely fluctuating prices? Or the civil government,
with its system of political competition and lifetime bureaucratic
funcionaries?1t

The real debate is a debate over ethical issues, something that
economists have tried to hide or deny since the seventeenth cen-
tury.!? Economist William Letwin, who is wholeheartedly enthu-
siastic about this supposed triumph of value-free economics, does
admit that there are difficulties with this outlook: “It was exceed-
ingly difficult to treat economics in a scientific fashion, since
every economic act, being the action of a human being, is neces-
sarily also a moral act. If the magnitude of difficulty rather than the
extent of the achievement be the measure, then the making of
economics was the greatest scientific accomplishment of the
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seventeenth century.”13 Apparently even more important than
Newton’s discoveries!!* This faith in analytic neutrality has been
reaffirmed by the developers of the two most prominent schools
of free market economic analysis, Milton Friedman and Ludwig
von Mises. 1S

One reason why the critics have been so successful in their at-
tack against the academic economists’ hypothetically neutral de-
fense of the free market is this: Hardly anyone in the secular world
really believes any longer that moral or intellectual neutrality is
possible. This is why Christian economics offers a true intellectual
alternative: it rests on a concept of objective revelation by a true
Person, the Creator of all knowledge and the Lord of history. The
Bible affirms that neutrality is a myth; either we stand with Christ
or we scatter abroad (Mt 12:30).16 The works of the law—not the
law, but the works of the law—are written on every human heart
(Rom 2:14-15).77 No man can escape the testimony of his own
being, and nature itself, to the existence of a Creator (Rom 1:18-23).

Socialists deny the possibility of neutral economic analysis, and
their criticism has become far more effective as humanistic schol-
arship has drifted from faith in objective knowledge into an ever-
growing awareness that all human knowledge is relative. (Marxists
still believe in objective knowledge for Marxists, but not for any
otherideological group.)!® Since all intellectual analysisistied toa
man’s operating presuppositions about the nature of reality, and
since these presuppositions, being pre-theoretical, cannot be dis-
proven by logic, the socialist critic’s logic is also undergirded by
his equally unprovable presuppositions.!® (There is a problem
for non-Christian subjectivist thought, however: the breakdown of
objective science.)?° Even a few economists are slowly coming to
face the implications of subjectivism with respect to objective,
neutral analysis, but not many, and their books are not yet influ-
ential. These men tend to be associated with “new left” economics,
and the “establishment” is not impressed.2!

As Christians we must always maintain that ethics is basic to all
social analysis. We must make clear what most professional econ-
omists prefer to ignore: It is never a question of analysis apart from
ethical evaluation; it is only a question of which ethical system,
meaning whose law-order: God’s or self-professed autonomous
man’s? Because the Bible provides us with a comprehensive
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system of ethics, it thereby provides us with a blueprint for eco-
nomics.22

Biblical Law and Exploitation

The prophets came before Israel and called the people back to the
law of God. The people did not respond; the result was captivity.
The law of God, when enforced, prevents exploitation. The case-
law applications of the law are therefore to be honored. Even the
supposedly obscure case laws often have implications far beyond
their immediate setting. For example, “Thou shalt not muzzle the
ox when he treadeth out the corn” (Deut 25:4 KJV). Paul tells us
that this law gives us a principle: “The labourer is worthy of his
reward” (1 Tim 5:18 KJV). Christ also said that the laborer is
worthy of his hire (Lk 10:7). In short, if we must allow our beasts of
burden to enjoy the fruits of their labor, how much more should
human laborers enjoy the fruits of their labor!

Problem: Who decides how much to pay laborers? The church?
The State? The free market? The Bible is quite clear on this point:
Laborers and employers should bargain together. The parable
of the laborers in the vineyard is based on the moral validity
of the right of contract. The employer hired men throughout the
day, paying each man an agreed-upon wage, a penny. Those hired
early in the morning complained when others hired late in the
day received the same wage. In other words, they accused their
employer of “exploitation.” This was an ‘“‘unfair labor practice.”
His answer:

Friend, I do thee no wrong: didst not thou agree with me for a

penny? Take [that which] thine is, and go thy way: I will give

unto this last [laborer], even as unto thee. Is it not lawful for me to

do what I will with mine own? Is thine eye evil, because I am

good? (Mt 20:13-15 KJV)
Wasn't he morally obligated—and shouldn’t he have been legally
obligated—to have paid more, retroactively, to those hired early in
the day? No. When they were hired, he offered them the best deal
they believed they had available to them. He was ‘“meeting the
market.” Had a better offer been available elsewhere, they would
have accepted it. Alternatively, should he have paid less to the
men hired later in the day? No. He owed them the wage he had
agreed to pay.



Free Market Capitalism 35

Those hired in the morning had not known that a job would be
available later in the day at the same wage. They faced economic
uncertainty. (Economic uncertainty about the future is an inescap-
able fact of human action in a world in which only God is omnis-
cient. Any system of economics that in any way ignores or de-
emphasizes the economic effects of uncertainty is innately, ines-
capably erroneous, for it relies on a false doctrine of man.) They
took the best offer that any employer made. If they had been om-
niscient, they might have waited, lounged around for almost the
whole day, and then accepted an eleventh-hour job offer. “A full
day’s pay for an hour’s labor: what a deal!”” (An analogous approach
to salvation: refuse to accept the Gospel in your youth, so that you
can “eat, drink, and be merry,” and then accept Christ on your
deathbed. ““A full life’s worth of salvation for a last-minute repen-
tance: what a deal!””) But men are not omniscient. So they act to
benefit themselves with the best knowledge at their disposal.23
The employer had done them no wrong. Their eye was evil.

Christ used this parable to illustrate a theological principle, the
sovereignty of God in choosing men: “So the last shall be first, and
the first last; for many be called, but few chosen” (Mt 20:16 KJV).
The employer had a job opportunity to offer men; God offers salva-
tion in the same way. The employer paid a full day’s wage to those
coming late in the day. If this action of the employer was wrong,
then God'’s analogous action in electing both young and old (“late
comers” and “early comers”) to the same salvation is even more
wrong. But this is the argument of the ethical rebel; Paul dismisses
it as totally illegitimate. “What shall we say then? Is there un-
righteousness with God? God forbid. For he saith to Moses, I will
have mercy on whom I will have mercy, and I will have compas-
sion on whom I will have compassion” (Rom 9:14-15 KJV).

One of the most important facts of economics is this: Employ-
ers compete against employers, while workers compete against
workers. Employers do not want rival employers to buy any valu-
able economic factor of production at a discount. Those who hire
laborers do so in order to use their services profitably. They have
no incentive to pass along savings to their competitors. If a worker’s
labor is worth five shekels per hour to two different potential em-
ployers, and the worker is about to be hired by one of them for four
shekels, the second employer has an incentive to offer him more.
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He will offer him enough to lure him away from the competitor,
but not so much that he expects to lose money on the transaction.
The free market's competitive auction process therefore offers
economic rewards to employers for doing the morally correct
thing, namely, honoring the biblical principle that the laborer is
worthy of his hire.

Similarly, workers compete against workers. They want jobs. If
an employer is offering a job to one employee for more than an-
other person is willing to work for, the second person has an incen-
tive to step in and utter those magic words: “I'll work for less!”
He underbids the competition. (When I say “underbid,” I mean
underbid in terms of money; I could also say that he overbids his
competitors in terms of the hours of labor that he offers the employ-
er for a given wage payment.) The free market’s auction process
offers an incentive to workers to offer employers “an honest day’s
labor for an honest day’s pay.” In short, the free market offers eco-
nomic rewards to laborers for doing the morally correct thing, just
as it offers employers.

Very, very rarely do employers and workers in a modern indus-
trialized economy compete head to head. These instances take
place when neither the worker nor the employer has a good idea
of his own competition, or when one of the two is ignorant. La-
borers may not know the going wage rate. Employers may not
know if other workers are available for the money they are willing
to pay. So it becomes a question of negotiation, the same kind of
negotiation that Esau and Jacob transacted for Esau’s birthright
(Gen 25:29-34).

There is nothing wrong with competitive bargaining, as I ex-
plain in chapter eighteen of my economic commentary on the
Bible, The Dominion Covenant: Genesis. Normally, competing
offers are well known to all parties; advertising has made informa-
tion on pricing and services widely available. *‘Help wanted” signs
and classified ads do more for the income of the majority of laborers
than all the trade unions in the land—legalized monopolies es-
tablished by one group of workers to deny the legal right of other
workers to compete against them.2* Nevertheless, where there are
gaps in men’s information, men must pay to improve their knowl-
edge. Information is not a zero-cost good. Any system of economic
analysis which ignores or de-emphasizes this economic fact of life
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is innately, inescapably erroneous.

When a society guarantees men that they will be allowed to keep
the fruits of their labor, it promotes the spread of information. Men
can afford to invest in the expensive process of improving their
knowledge. They are able to capitalize their efforts. If they are suc-
cessful in improving their knowledge about competing economic
offers, either as employers or laborers, they reap the rewards. Mem-
bers of society are the beneficiaries, since better knowledge means
less waste—fewer scarce economic resources expended to achieve
given economic ends. The ends are set by competing bidders in the
“auction” for consumer goods and services.25 It should be recog-
nized from the beginning that a deeply felt hostility toward the
moral legitimacy of the auction process undergirds the socialist
movements of our era.

Predictable Law

The Bible instructs a nation’s rulers not to respect persons when
administering justice (Deut 1:17). Both the rich man and the poor
man, the homeborn and the stranger, are to be ruled by the same
law (Ex 12:49). Biblical law is a form of God’s grace to mankind; it
is to be dispensed to all without prejudice. This is the implication
of Leviticus 19:15, which introduced this chapter. The predict-
ability of the judicial system is what God requires of those in posi-
tions of authority.

Predictable (“inflexible”’) law compels the State and the church
to declare in advance just exactly what the law requires. This al-
lows men to plan for the future more efficiently.26 “Flexible” law is
another word for arbitrary law. When a man drives his automo-
bile at 55 miles per hour in a 55 m.p.h. zone, he expects to be left
alone by highway patrol officers. The predictability of the law
makes it possible for highway rules to be effective. Men can make
better judgments about the decisions of other drivers when speed
limits are posted and highway patrol officers enforce them. The
better we can plan for the future, the lower the costs of our decision-
making. Predictable law reduces waste.

The Hebrews were required by God to assemble the nation—rich
and poor, children and strangers—every seventh year to listen to
the reading of the law (Deut 31:10-13). Ignorance of the law was no
excuse. At the same time, biblical law was comprehensible. It was
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not so complex that only lawyers in specialized areas could grasp
its principles. The case laws, such as the prohibition on muz-
zling the ox as he treaded out the corn, brought the general prin-
ciples down into concrete, familiar terminology. In this sense,
biblical faith is essentially a democratic faith, as G. Ernest Wright
argues, for

it can be laid hold of with power by the simplest and most hum-

ble. We are surrounded by mystery, and ultimate knowledge is

beyond our grasp. Yet God has brought himself (Deut. 4:7) and
his word to us. We can have life by faith and by loyal obedience
to his covenant, even though our knowledge is limited by our
finitude. One need not wait to comprehend the universe in order
to obtain the promised salvation. It is freely offered in the cove-
nant now.?’
The law of God gives to men a tool of dominion over an otherwise
essentially mysterious nature, including human nature—not
dominion as exercised by a lawless tyrant, but dominion through
obedience to God and service to man.28

For example, consider the effects of the eighth commandment,
“Thou shalt not steal.” Men are made more secure in the owner-
ship of property. This commandment gives men security. They
can then make rational (cost-effective) judgments about the best
uses of their property, including their skills. They make fewer mis-
takes. This lowers the costs of goods to consumers through compe-
tition.

Christian commentators have from earliest times understood
that the prohibition of theft, like the prohibition against covetous-
ness, serves as a defense of private property. Theft is a self-con-
scious, willful act of coercive wealth redistribution, and therefore
it is a denial of the legitimacy and reliability of God’s moral and
economic law-order.

The immediate economic effect of widespread theft in society is
the creation of insecurity. This lowers the market value of goods,
since people are less willing to bid high prices for items that are
likely to be stolen. Uncertainty is increased, which requires that
people invest a greater proportion of their assets in buying protec-
tion services or devices. Scarce economic resources are shifted
from production and consumption to crime fighting. This clearly
lowers per capita productivity and therefore per capita wealth, at
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least among law-abiding people. Theft leads to wasted resources.
The internal restraints on theft that are provided by godly preach-
ing and upbringing help to reduce crime, thereby increasing per
capita wealth within the society. Godly preaching against theft is
therefore a form of capital investment for the society as a whole
(what the economists call “social overhead capital”), for it releases
scarce economic resources that would otherwise have been spent
on the protection of private and public property. Such preaching
also reduces the necessary size of the civil government, which is
important in reducing the growth of unwarranted State power.
What is true about the reduction of theft is equally true concern-
ing the strengthening of men’s commitment to private property in
general. When property rights are carefully defined and enforced,
the value of property increases. Allen and Alchian, in their stan-
dard economics textbook, have commented on this aspect of prop-
erty rights:
For market prices to guide allocation of goods, there must be an
incentive for people to express and to respond to offers. If it is
costly to reveal bids and offers and to negotiate and make ex-
changes, the gains from exchange might be offset. If each person
speaks a different language [as they did at the tower of Babel], if
thievery is rampant, or if contracts are likely to be dishonored,
then negotiation, transaction, and policing costs will be so high
that fewer market exchanges will occur. If property rights in
goods are weaker, ill defined, or vague, their reallocation is
likely to be guided by lower offers and bids. Who would offer
as much for a coat likely to be stolen?2?
The authors believe that the higher market value attached to goods
protected by strong ownership rights spurs individuals to seek
laws that will strengthen private-property rights. Furthermore, to
the extent that private-property rights exist, the power of the civil
government to control the uses of goods is thereby decreased. This,
unfortunately, has led politicians and jurists to resist the spread of
secured private-property rights.30
There is no question that a society which honors the terms of
the commandment against theft will enjoy greater per capita
wealth than one which does not, other things being equal. Such a
society rewards honest people with greater possessions. This is as
it should be. A widespread hostility to theft, especially from the
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point of view of self-government (self-restraint), allows men to
make more accurate decisions concerning what they want to buy
and therefore what they need to produce in order to offer some-
thing of value in exchange for the items they want. Again, I cite
Allen and Alchian:

The more expensive is protection against theft, the more com-

mon is thievery. Suppose that thievery of coats were relatively

easy. People would be willing to pay only a lower price for
coats. The lower market price of coats will understate the value
of coats, for it will not include the value to the thief. If the thief
were induced to rent or purchase a used coat, the price of coats
would more correctly represent their value to society. It follows
that the cheaper the policing costs, the greater the efficiency
with which values of various uses or resources are revealed.

The more likely something is to be stolen, the less of it that will

be produced.3?

When communities set up “neighborhood watches” to keep an eye
on each other’s homes, and to call the police when something
suspicious is going on, the value of property in the community is
increased, or at least the value of the property on the streets where
the neighbors are helping each other.

We want sellers to respond to our offers for goods or services. At
the same time, we as producers want to know what buyers are
willing and able to pay for our goods and services. The better every-
one’s knowledge of the markets we deal in, the fewer the resources
necessary for advertising, negotiating, and guessing about the fu-
ture. These resources can then be devoted to producing goods and
services to satisfy wants that would otherwise have gone unsatis-
fied. The lower our transaction costs, in other words, the more
wealth we can devote to the purchase and sale of the items in-
volved in the transactions.

One transaction cost is the defense of property against theft. God
graciously steps in and offers us a “free good”’: a heavenly system
of punishment. To the extent that criminals and potential crim-
inals believe that God does punish criminal behavior, both on earth
and in heaven, their costs of operation go up. When the price of
something rises, other things being equal, less of it will be de-
manded. God raises the risks (“price”) of theft to thieves. Less
criminal behavior is therefore a predictable result of a widespread
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belief in God’s judgments, both temporal and final. When the com-
mandment against theft is preached, and when both the preachers
and the hearers believe in the God who has announced his warning
against theft, then we can expect less crime and greater per capita
wealth in that society. God’s eternal criminal justice system is flaw-
less, and it is also inescapable, so it truly is a free good—a gift from
God which is a sign of his grace. This is one aspect of the grace of
law.32 1t leads to increased wealth for those who respect God’s
laws.

Compulsory Wealth Redistribution

The Bible says, “Thou shalt not steal.” It does not say, “Thou shalt
not steal, except by majority vote.” A society which begins to
adopt taxation policies that exceed the tithe—ten per cent of in-
come—thereby increases economic uncertainty, as do other types
of theft, both public and private. This increase in uncertainty may
be even more disrupting, statistically, than losses from burglary
or robbery, because private insurance companies can insure
against burglary and robbery. After all, who can trust a civil
government which claims the right to take more of a person’s in-
come than God requires for the support of his kingdom? What kind
of protection from injustice can we expect from such a civil govern-
ment? The next wave of politically imposed wealth redistribution
is always difficult to predict, and therefore difficult to prepare for,
so the costs of production increase.

When Samuel came before the Hebrews to warn them about the
evils of establishing a king in Israel, he thought he might dissuade
them by telling them that the king would take a whopping ten per
cent of their production (1 Sam 8:15). They did not listen. (And, for
the record, neither have Christians listened to warnings against
the forty and fifty per cent taxation levels of the modern welfare
State.) The Pharaoh of Joseph’s day imposed a tax of twenty per
cent (Gen 47:24-26). Egypt was one of the great tyrannies of the
ancient world.3? It was probably the most massive bureaucracy in
man’s history until the twentieth century.34 Yet every modern wel-
fare State—meaning every Western industrial nation in the late
twentieth century—would have to cut its total tax burden by at
least half in order to return to the twenty per cent level of Egypt in
Joseph’s day.35
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Foreign Aid: State to State

Foreign aid means an increase in taxes in one nation, so that money
can go to other nations. State-to-State aid must go through official,
bureaucratic channels. Only in major emergencies—famines,
floods, earthquakes—do foreign governments allow Western na-
tions to bring food and clothing directly to their citizens. They
understand the obvious: The increasing dependence of citizens on
goods from a foreign civil government increases their direct de-
pendence on that foreign civil government. He who pays the piper
is in a position to call the tune. Oddly enough, intellectual propo-
nents of increased State welfare fail to recognize what leaders in
Third World nations understand immediately, namely, “there ain’t
no such thing as a free lunch.” With the benefits come controls
and future political or diplomatic obligations.

When the United States sends food under Public Law 480
(passed in 1954), to India, the Indian government, not private busi-
ness, allocates it—or whatever is left after the rats at the docks and
in the storage facilities consume approximately half of it. (Rats
and sacred cows in India consume half of that nation’s agricultural
output.3¢ It would take a train 3,000 miles long to haul the grain
eaten by Indian rats in a single year.37)

There is a great temptation for government officials of under-
developed nations to use this food to free up State-controlled
capital which is then used to increase investments in heavy indus-
try—investments that produce visible results that are politically
popular—projects that cynics refer to as pyramids. These large-
scale industrial projects are in effect paid for by the food subsidies
sent by the West. Without the free food sent by the West, these un-
economical, large-scale projects would be out of the question
politically. Even worse, foreign aid enables governments to spend
heavily on military equipment that will be used to suppress polit-
ical opponents or other Third World nations—themselves recipi-
ents of Western foreign aid.38

What would happen if the West were to stop shipping food at
below-market prices? Local farmers in the recipient nations have
been hurt—or in some cases, driven into bankruptcy—by the
West’s below-production-cost food, so they have reduced invest-
ments in the agricultural system. These nations have become in-
creasingly dependent on the West’s free food. If the subsidies were
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to cease, the agricultural base might be insufficient to provide
for the domestic population, for agricultural output has been re-
duced as a result of taxpayer-financed cut-throat competition
from Western governments that gave away the food. At the same
time, if the subsidies were to cease, heavy industry projects could
also go bankrupt (or, more accurately, may lose even more tax
money than they lose already, and therefore become political lia-
bilities).

Let us not be naive about the political impetus for shipments of
American farm products under Public Law 480. The farm bloc
and the large multinational grain companies are major supporters
of the compulsory “charity” of foreign food aid, just as farmers
favor the food stamp program. Farmers can sell their crops to the
U.S. government at above-market prices, and then the government
can give the food away to people who would not have bought it
anyway. Politicians like the program also because the U.S. govern-
ment uses the promise of free food as a foreign policy lever.3®

Government subsidies to Agriculture have become a way of life
inthe United States, as have government controls on agriculture.4?

We know that foreign governments are hostile to what they refer
to as “Western control,” when private foreign capital comes into
their nations. Why this hostility? Because pro-socialist political
leaders in underdeveloped nations resent the shift of sovereignty
from civil government to the private sector, both foreign and do-
mestic. Yet these same officials beg for more State-to-State aid
from the West. Why? Because they control the allocation of this
form of economic aid after it arrives. The question of foreign aid,
like all other forms of compulsory economic redistribution, raises
questions of sovereignty.

Should we recommend increased taxes in Western nations in
order to “feed the starving poor” in foreign nations? Is this what
Christ meant by loving our neighbors? Are Western tax revenues
really feeding the starving poor, or are they financing the bureau-
cratic institutions of political control that have been created by
pro-socialist, Western-educated political leaders who dominate so
many of the Third World’s one-party ‘“democracies’”? Are poor
people in the West being taxed to provide political support to
wealthy politicians in the Third World? Does the Bible teach that
State-to-State wealth transfers are ethically valid? Or does the
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Bible require personal charity, or church-to-church charity—
charity which is not administered by foreign politicians?

These are fundamental questions regarding sovereignty, author-
ity, and power. In the construction of the kingdom of God on earth,
should we promote the increased sovereignty of the political State?
Samuel’s warning is clear: no (1 Sam 8). Any discussion of govern-
ment ‘“‘charity”—compulsory wealth redistribution—must deal
with this issue of sovereignty.

Other questions, closely related to the preceding ones, are these:
Is the poverty of the Third World the fault of the West? Is the Third
World hungry because people in Western industrial nations eat
lots of food? Does the West, meaning Western civil governments,
owe some form of reparations (restitution) to Third World civil
governments?

“We Eat; They Starve”

Consider the words of theologian-historian Ronald Sider, whose

best-selling book, Rich Christians in an Age of Hunger, has become

one of the most influential books on seminary and Christian col-

lege campuses all over the United States. His introduction to the

book sets forth the problem:
The food crisis is only the visible tip of the iceberg. More funda-
mental problems lurk just below the surface. Most serious is the
unjust division of the earth’s food and resources. Thirty per cent
of the world’s population lives in the developed countries. But
this minority of less than one-third eats three-quarters of the
world’s protein each year. Less than 6 per cent of the world’s
population lives in the United States, but we regularly demand
about 33 per cent of most minerals and energy consumed every
year. Americans use 191 times as much energy per person as the
average Nigerian. Air conditioners alone in the United States
use as much energy each year as does the entire country of
China annually with its 830 million people. One-third of the
world’s people have an annual per capita income of $100 or less.
In the United States it is now about $5,600 per person. And this
difference increases every year.4!

I can remember reading textbooks written in the 1950s that affirmed

the wonders of American capitalism, and that pointed with pride

to the fact that 6 per cent of the world’s population produced 40
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per cent (or 33 per cent, or whatever) of the world’s goods. But
that argument grew embarrassing for those who proclaimed the
supposed productivity of socialism. Socialist nations just never
caught up. So capitalism’s critics now complain that 6 per cent of
the world’s population (Americans) annually uses up one-third of
the world’s annual production, as if this consumption were not
simultaneously a process of production, as if production could
take place apart from the using up of producer goods. This is word
magic. It makes productivity appear evil.

It is true that Westerners eat a large proportion of the protein
that the world produces each year. This has been used by vegetar-
ian socialists to create a sense of guilt in Western meat-eating
readers of socialist literature. You see, our cattle eat protein-rich
grains. “Corn-fed beef” is legendary—or notorious, in the eyes of
the critics. Because of this, argues Dr. Sider, the “feeding burden”
of the United States is not a mere 210 million (the number of human
mouths to feed), but 1.6 billion.42 “No wonder more and more
people are beginning to ask whether the world can afford a United
States or a Western Europe.”43 (Outside of college and seminary
campuses, not many people seem to be asking this question, as
far as I can see. Certainly the Haitian boat people and Latin Amer-
ican refugees aren’t asking it. Neither are Jews who are emigrating
from the Soviet Union.)

The psalmist proclaimed a poetic truth about God’s ownership
of the world by identifying these words as God’s: “For every beast
of the forest is mine, and the cattle upon a thousand hills” (Ps 50:
10 KJV). But “liberation theologians” are not impressed. Dr. Sider
informs us:

The U.S. Department of Agriculture reports that when the total

life of the animal is considered, each pound of edible beef repre-

sents seven pounds of grain. That means that in addition to all
the grass, hay and other food involved, it also took seven pounds
of grain to produce a typical pound of beef purchased in the
supermarket. Fortunately, the conversion rates for chicken and
pork are lower: two or three to one for chicken and three or four
to one for pork. Beef is the cadillac of meat products. Should we
move to compacts?44

Must we rewrite the words of the psalm (with the seven-to-one ra-

tion in operation): “For every chicken of the forest is mine, and the
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soybeans upon seven thousand hills’’? Perhaps the greatest irony
of all is that a 1982 study by the U.S. Department of Agriculture
indicates that low-income Americans—the people who liberation
theologians supposedly want to deliver from “oppressive institu-
tions”’—eat more meat per capita than high-income Americans.
Blacks consume more meat per capita than other racial groups.4s
Thus, the “less meat” program would reduce one of the prime
pleasures of the poor in America.

Unquestionably, Third World populations sometimes suffer
protein deficiencies. But any program of “social salvation through
protein exports” is going to encounter problems that the wealth-
redistributionists seldom consider. People’s food is fundamental
to their culture. Trying to stay on a diet has confounded millions
of Americans. Eating habits are very difficult to alter, even when
the eater knows that he should change. An education program to
get Third World peasants to change their diets is going to be
incredibly expensive, and probably futile. “Rice-eating people
would often rather starve than eat wheat or barley, which are
unknown to them,” writes biologist Richard Wagner.4¢

This problem goes beyond mere habits. Sometimes we find that
people’s diets have conditioned their bodies so completely that
the introduction of a new food may produce biological hazards
for them. This is sometimes the case with protein. Wagner com-
ments:

Another even more bizarre instance was seen in Colombia,
where a population was found with a 40 percent infestation of
Entamoeba histolytica, a protozoan that generally burrows into
the intestinal wall, causing a serious condition called amoebiasis.
However, despite the high level of Entamoeba infestation, the
incidence of amoebiasis was negligible. The answer to this puz-
zle was found in the high-starch diet of the people. Because of
the low protein intake, production of starch-digesting enzymes
was reduced, allowing a much higher level of starch to persist in
the intestine. The protozoans were found to be feeding on this
starch rather than attacking the intestinal wall. If this population
had been given protein supplements without concurrent efforts
to control Entamoeba infestation, the incidence of amoebiasis
would probably have soared, causing more problems than the
iack of protein.4?
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Cultures Are “Package Deals”

When a foreign culture introduces a single aspect of its culture
into the life of another, there will be complications. This single
change serves as a sort of cultural wedge. As the historian Arnold
Toynbee puts it, “In a cultural encounter, one thing inexorably
goes on leading to another when once the smallest breach has been
made in the assaulted society’s defenses.”*® Changing people’s
eating habits, apart from changing their understanding of medi-
cine, costs of production, agricultural technology, risks of blight,
marketing, and an indeterminate number of other contingent
aspects of the recommended change, is risky when possible, and
frequently impossible.

Third World peasants often recognize the implications of a par-
ticular “cultural wedge” perhaps better than the Western “mis-
sionary” does: It may have a far-reaching impact on the culture
as a whole—an impact which traditional peasants may choose to
avoid. Unless the opportunity offered by the innovator is seen by
the recipient as being worth the risks of unforeseen “ripple effects,”
the attempt to force a change in the recipient’s buying or eating
habits may lead to a disaster. Or, more likely, it will probably lead
to a wall of resistance. Missionaries, whether Christian or secular,
whether sponsored by a church or the Peace Corps, had better
understand one fundamental principle before they go to the mis-
sion field: You cannot change only one thing.

One of the classic horror stories that illustrates this prin-
ciple is the Sub-Sahara Sahel famine of the 1970s. This arid and
semiarid area is vast. It stretches across the African continent, and
it includes the nations of Senegal, Mauritania, Mali, Chad, Ghana,
Niger, Upper Volta, Sudan, Ethiopia, Somalia, and part of Kenya.
For 15 years, from the early 1960s through the mid-1970s, the
West’s civil governments poured hundreds of millions of dollars
into this region. Yet between the late 1960s and 1974, hundreds
of thousands of people starved, along with twenty million head
of livestock. They are still starving. Why? As with most agricul-
tural tragedies, there was no single cause. The area gets little rain:
perhaps twenty-five inches in its southernmost regions, tapering
off to an inch per year closer to the Sahara. The nomads needed
water for their herds, as they had from time immemorial. The West
gave them the water. Here was a totally new factor in the region’s
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ecology. It destroyed them. This was one major cause.

The other cause was the absence of enforceable property rights
in land. The nomads did not assign specific plots to specific fam-
ilies. No one was made personally and economically responsible
for the care of the land. ““All trees, shrubs, and pasture are common-
access resources, so no individual tribesman has an incentive to
conserve them, or add to their stock. No individual can reap the
returns of planting or sowing grass, which hold the soil together
and prevent ‘desertification.” 49

Beneath the rock and clay and sand, there is water. A subter-
ranean lake of half a million square miles underlies the eastern
end of the Sahara. Drilling rigs can hit water at one thousand
or two thousand feet down. These boreholes were drilled with
Western foreign aid money at $20,000 to $200,000 apiece. About
ten thousand head of cattle at a time can drink their fill. Therein
lies the problem. Claire Sterling describes what happened:

The trouble is that wherever the Sahel has suddenly produced

more than enough for the cattle to drink, they have ended up

with nothing to eat. Few sights were more appalling, at the
height of the drought last summer [1973], than the thousands
upon thousands of dead and dying cows clustered around Sahel-
ian boreholes. Indescribably emaciated, the dying would stagger
away from the water with bloated bellies to struggle to fight free
of the churned mud at the water’s edge until they keeled over.

As far as the horizon and beyond, the earth was as bare and bleak

as a bad dream. Drought alone didn’t do that: they did.

What 20 million or more cows, sheep, goats, donkeys, and
camels have mostly died of since this grim drought set in is
hunger, not thirst. Although many would have died anyway,
the tragedy was compounded by a fierce struggle for too little
food among Sahelian herds increased by then to vast numbers.
Carried away by the promise of unlimited water, nomads for-
got about the Sahel’s all too limited forage. Timeless rules,
apportioning just so many cattle to graze for just so many days
within a cow’s walking distance of just so much water in tra-
ditional wells, were brushed aside. Enormous herds, converging
upon the new boreholes from hundreds of miles away, so rav-
aged the surrounding land by trampling and overgrazing that
each borehole quickly became the center of its own little
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desert forty or fifty miles square.5°
In Senegal, soon after boreholing became popular (around 1960),
the number of cows, sheep, and goats rose in two years from four
million to five million. “In Mali, during the five years before 1960,
the increase had been only 800,000. Over the next ten years the
total shot up another 5 million to 16 million, more than three ani-
mals for every Malian man, woman, and child.”s! It is not just
Americans and West Europeans who raise and eat “protein on the
hoof.”

The traditional nomad way of life is dead. Western specialists
know it; the nomads know it. They live in tent camps now, depend-
ent on handouts from their governments, which in turn rely
heavily on the West’s foreign aid programs. The West and the
nomads forgot to honor (and deal with) this principle: You cannot
change only one thing.

Cultural Transformation

The goal of charitable organizations that deal in foreign aid
should be to bring the culture of the West to the underdeveloped
nations. By “the culture of the West,” I mean the law-order of the
Bible, not the humanist, secularized remains of what was once a
flourishing Christian civilization. This means that these organiza-
tions cannot be run successfully by cultural and philosophical
relativists. Missionaries should seek to impart a specifically West-
ern way of looking at the world: future-oriented, thrift-oriented,
education-oriented, and responsibility-oriented. This world-and-
life view must not be cyclical. It must offer men hope in the power
of human reason to understand the external world and to grasp
the God-given laws of cause and effect that control it. It must offer
hope for the future. It must be future-oriented. To try to bring seed
corn to a present-oriented culture that will eat it is futile. With the
seed corn must come a world-and-life view that will encourage
people to grow corn for the future.

It does little good to give these cultures Western medicine and
not Western attitudes toward personal hygiene and public health.
It does little good to send them protein-rich foods if their internal
parasites will eat out their intestines. The naive idea that we can
simply send them money and they will “take off into self-sustained
economic growth” cannot be taken seriously any longer.? To at-
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tack the West because voters are increasingly unwilling to con-
tinue to honor the tenets of a naive faith in State-to-State aid—faith
in the power of political confiscation, faith in the power of using
Western tax revenues to prop up socialist regimes in Third World
nations—is unfair.53
P. T. Bauer of the London School of Economics has made the
study of economic development his life’s work. He has empha-
sized what all economists should have known, but what very few
acknowledged until quite recently, namely, that in the long run,
people’s attitudes are more important for economic growth than
money. His list of what ideas and attitudes not to subsidize with
Western capital is comprehensive. No program of foreign aid,
public or private, should be undertaken apart from an educational
program to reduce men’s faith in the following list of attitudes:
Examples of significant attitudes, beliefs and modes of conduct
unfavourable to material progress include lack of interest in
material advance, combined with resignation in the face of pov-
erty; lack of initiative, self-reliance and a sense of personal re-
sponsibility for the economic future of oneself and one’s family;
high leisure preference, together with a lassitude found in trop-
ical climates; relatively high prestige of passive or contempla-
tive life compared to active life; the prestige of mysticism and of
renunciation of the world compared to acquisition and achieve-
ment; acceptance of the idea of a preordained, unchanging and
unchangeable universe; emphasis on performance of duties and
acceptance of obligation, rather than on achievement of results,
or assertion or even a recognition of personal rights; lack of sus-
tained curiosity, experimentation and interest in change; belief
in the efficacy of supernatural and occult forces and of their in-
fluence over one’s destiny; insistence on the unity of the organic
universe, and on the need to live with nature rather than con-
quer it or harness it to man’s needs, an attitude of which reluc-
tance to take animal life is a corollary; belief in perpetual rein-
carnation, which reduces the significance of effort in the course
of the present life; recognized status of beggary, together with a
lack of stigma in the acceptance of charity; opposition to women'’s
work outside the home.5*
A long sentence, indeed. If the full-time promoters of Western
guilt understood the implications of what Bauer is saying, there
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would be greater hope for both the West and the Third World.
What he describes is essentially the very opposite of what has come
to be known as “the Protestant Ethic.”’55 What is remarkable is the
extent to which ideologically motivated guilt-manipulators have
adopted so many of the very attitudes that Bauer says are respon-
sible for the economic backwardness of the Third World.

Yes, the West continues to eat. The Third World finds it difficult
to grow sufficient food. But Christians in the West are supposedly
complacent. They are well-fed, while their “global neighbors” go
hungry.5¢ It appears that the ancestors of “‘rich Christians” and rich
Westerners in general were very smart: They all moved to those
regions of the world where food is now abundant. The Plains
Indians, before Europeans came on the scene, experienced fre-
quent famines. There were under half a million of them at the
time.5? Yet, somehow, European immigrants to the Plains arrived
just in time to see agricultural productivity flourish. They now
consume more than their “fair share” of the food, and their only
excuse is that they produce it. This, it seems, is not a good enough
answer—certainly not a morally valid answer. The West needs to
come up with a cure for the hungry masses of the world, butnot the
one that worked in the West, namely, the private ownership of the
means of production.

Ronald Sider has a cure—if not for the world’s hungry masses,
then at least for the now-guilty consciences of his readers, not to
mention the not-yet-guilt-burdened consciences of the American
electorate. “We ought to move toward a personal lifestyle that
could be sustained for a long period of time if it were shared by
everyone in the world. In its controversial Limits to Growth, the
Club of Rome suggested the figure of $1,800 per year per person. In
spite of the many weaknesses of that study, the Club of Rome’s
estimate may be the best available.”5® And which agencies should
be responsible for collecting the funds and sending them to the
poor in foreign lands? United Nations channels.5? Private charity
is acceptable—indeed, it is better than the United States govern-
ment, which sends food and supplies to “repressive dictator-
ships”—but not preferable.®® We need State-enforced “institu-
tional change,” not reliance on private charity, because “institu-
tional change is often morally better. Personal charity and philan-
thropy still permit the rich donor to feel superior. And it makes
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the recipient feel inferior and dependent. Institutional changes,
on the other hand, give the oppressed rights and power.”’61

But if the United States government is not really a reliable State
to impose such institutional change, what compulsory agency is
reliable? He neglects to say. The one agency he mentions favor-
ably in this context is the United Nations—the organization which
has formally indicted Israel as a “racist” nation, and which wel-
comed the Palestine Liberation Organization’s Yasir Arafat, pistol
on his hip, to speak before the membership.52

It is interesting that the Club of Rome drastically revised its no-
growth position in 1976, 63 and in 1977, the year Rich Christians
was published, the Club of Rome published a pro-growth, pro-
technology study.5* As William Tucker observes, “When you're
leading the parade, it’s always fun to make sudden changes in di-
rection just to try to keep everyone on their toes.”%5 Of course, it
was favorable to vast State-to-State foreign aid programs.

A Zero-Sum Economy?
A zero-sum game is a game in which the winners’ earnings come
exclusively from the losers. But what applies to a game of chance
does not apply to an economy based on voluntary exchange. Un-
fortunately, many critics of the free market society still cling to
this ancient dogma. They assume that if one person profits from a
transaction, the other person loses proportionately. Mises objects:
... the gain of one man is the damage of another; no man prof-
its but by the loss of others. This dogma was already advanced
by some ancient authors. Among modern writers Montaigne was
the first to restate it; we may fairly call it the Montaigne dogma.
It was the quintessence of the doctrines of Mercantilism, old and
new. It is at the bottom of all modern doctrines teaching that
there prevailed, within the frame of the market economy, an
irreconcilable conflict among the interests of various social
classes within a nation and furthermore between the interests of
any nation and those of all other nations. ...

What produces a man’s profit in the course of affairs within an
unhampered market society is not his fellow citizen’s plight and
distress, but the fact that he alleviates or entirely removes what
causes his fellow citizen’s feeling of uneasiness. What hurts the
sick is the plague, not the physician who treats the disease. The
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doctor’s gain is not an outcome of the epidemics, but of the aid
he gives to those affected. The ultimate source of profits is
always the foresight of future conditions. Those who succeeded
better than others in anticipating future events and in adjusting
their activities to the future state of the market, reap profits be-
cause they are in a position to satisfy the most urgent needs of
the public. The profits of those who have produced goods and
services for which the buyers scramble are not the source of
losses of those who have brought to the market commodities in
the purchase of which the public is not prepared to pay the full
amount of production costs expended. These losses are caused
by the lack of insight displayed in anticipating the future state of
the market and the demand of the consumers.6¢
The ‘“Montaigne dogma” is still with us. The economic analysis
presented by Ronald Sider assumes it. He can be regarded as a dog-
matic theologian, but his dogma is Montaigne’s. Consider for a
moment his statistics, such as the Club of Rome’s assertion that
$1,800 a year would just about equalize the living standards of
the world. The Club of Rome assumes tremendous per capita
wealth in the hands of the rich—so much wealth, that a program
of compulsory wealth-redistribution could make the whole world
middle class, or at least reasonably comfortable. But the capital
of the West—roads, educational institutions, communications net-
works, legal systems, banking facilities, monetary systems, manu-
facturing capital, managerial skills, and attitudes toward life,
wealth, and the future—cannot be divided up physically. Further-
more, there is little evidence that it would be sufficient to produce
world-wide per capita wealth of this magnitude, even if it could be
physically divided up and redistributed.s”

If we divided only the shares of ownership held by the rich—
stocks, bonds, annuities, pension rights, cash-value life insurance
policies, and so forth—we would see a market-imposed redistri-
bution process begin to put the shares back into the hands of the
most efficient producers. The inequalities of ownership would
rapidly reappear.

The important issue, however, is the Montaigne dogma. It views
the world as a zero-sum game, in which winnings exactly balance
losses. Then how do societies advance? If life is a zero-sum game,
how can we account for economic growth? A free market economy
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is not a zero-sum game. We exchange with each other because we
expect to gain an advantage. Both parties expect to be better off
after the exchange has taken place. Each party offers an opportu-
nity to the other person. If each person did not expect to better him-
self, neither would make the exchange. There is no fixed quantity
of economic benefits. The free market economy is not a zero-sum
game.

We understand this far better in the field of education. For ex-
ample, if I learn that two plus two equals four, I have not harmed
anyone. In the area of knowledge, we all know that the only people
who lose when someone gains new, accurate knowledge are those
who have invested in terms of older, inaccurate knowledge. Could
anyone seriously argue that the acquisition of knowledge is a zero-
sum game (except, perhaps, in the case of a competitive examina-
tion)? Would anyone argue that we should suppress the spread of
new, accurate knowledge in order to protect those who have made
unfortunate investments in terms of old information?

What should we conclude? The Third World needs what all men
need: faith in Jesus Christ and his law-order. The Third World
needs the increased economic output that is the inevitable product
of true conversion to Christ. It needs a new attitude toward the fu-
ture (optimism). It needs a new attitude concerning the power of
biblical law as a tool of dominion. It needs to abandon the bureau-
cratic State agricultural control systems that pay farmers only a
fraction of what their agricultural output is worth, with the dif-
ference going into State treasuries. It is not uncommon for West
African governments to pay producers as little as fifty per cent of
the market value of their crops.®8

What the Third World needs is what we all need: less guilt, less
civil government, lower taxes, more freedom, and churches that
enforce the tithe through the threat of excommunication—not a
“graduated tithe,” but a fixed, predictable ten per cent of income.
(A “graduated tithe’’ means a graduated ten per cent, which is con-
tradictory. It is a political slogan, not a theological concept. It cer-
tainly is not a standard for State taxation: 1 Sam 8.)

Land Reform
We are told endlessly that Latin American nations need land re-
form. The government is supposed to intervene, confiscate the
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landed wealth of the aristocracy, and give it to the poor. This is a
variation of Lenin’s old World War 1 slogan, “peace, land, bread.”
Is such a program legitimate? Is it practical?

The Bible has a standard for land tenure: private ownership.
First, how can we respect this principle and still expand the hold-
ings of land by the peasants? Second, how can we keep agricul-
tural output from collapsing when unskilled, poor peasants take
over land tenure?

The answer to the first question is relatively simple in theory:
We need to adopt the biblical principle of inheritance. All sons
receive part of the inheritance, with the eldest son obtaining a
double portion, since he has the primary responsibility for caring
for aged parents. Rushdoony’s comments are important:

The general rule of inheritance was limited primogeniture, i.e.,

the oldest son, who had the duty of providing for the entire

family in case of need, or of governing the clan, receiving a

double portion. If there were two sons, the estate was divided

into three portions, the younger son receiving one third....

The father could not alienate a godly first-born son because of

personal feelings, such as a dislike for the son’s mother and a

preference for a second wife (Deut. 21:15-17). Neither could

he favor an ungodly son, an incorrigible delinquent, who de-
served to die (Deut. 21:18-21). Where there was no son, the in-
heritance went to the daughter or daughters (Num. 27:1-11). ...

If there were neither sons nor daughters, the next of kin inherited

(Num. 27:9-11).6°
By instituting the biblical mode of inheritance, the great landed
estates of the Latin American world would be broken up. The civil
government would immediately gain the support of the younger
sons of the aristocracy. Land holdings would get smaller. Those
sons who choose not to farm can sell their land to productive
peasants, or if the poor people have no capital initially, hire them
as sharecroppers. (In a capital-poor society, such as the American
South immediately after the Civil War, sharecropping proved to be
an economically sound arrangement.)’® The sons can buy the nec-
essary capital, assuming they do not inherit it.

With each death, the land holdings get smaller. Will this lead to
the destruction of productive, large-scale agriculture? Not if it is
really productive. The size of land holdings could be increased by
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purchase by productive farmers. Also, corporations could be set up
that would issue shares of stock to owners. The holders would
leave shares of stock to their heirs, not the actual land. Then heirs
could sell these shares to other people, including members of the
rising middle class. Without single-inheritor primogeniture, there
could be a rising middle class.

One of the preludes to the American Revolution, especially in
southern colonies, was the abolition of the English version of
eldest-son primogeniture.”® Puritan New England never did
adhere to eldest-son primogeniture. Historian Kenneth Lockridge
writes:

The leaders of the [Massachusetts Bay] colony reflected a gen-

eral awareness of the unique abundance of the New World in the

novel inheritance law they created. In England, the lands of a

man who left no will would go to the eldest son under the law of

primogeniture, whose aim was to prevent the fragmentation of
holdings which would follow from a division among all the
sons. The law arose from a mentality of scarcity. It left the land-
less younger sons to fend for themselves. In New England the
law provided for the division of the whole estate among all the
children of the deceased. Why turn younger sons out on the
society without land or perhaps daughters without a decent
dowry, why invite social disorder, when there was enough to
provide for all?72
There was never a landed aristocracy in the New England because
of this policy. Primogeniture and entail (prohibiting the family
from selling the land) disappeared in all but two colonies prior to
the American Revolution.

I offer this example of one possible social and economic reform
to demonstrate how relevant biblical law is for all societies, and
how a deviation from biblical law has led, over centuries, to the
creation of a ticking time bomb in Latin American nations. Instead
of broadly based private property in land, and the development of
a responsible middle class, Latin American nations now face the
likelihood of Marxist revolution, with the State, not the people,
gaining control over the land. As Rushdoony remarks, “The state,
moreover, is making itself progressively the main, and in some
countries, the only heir. The state in effect is saying that it will re-
ceive the blessing above all others. It offers to educate all children



Free Market Capitalism 57

and to support all needy families as the great father of all. It offers
support to the aged as the true son and heir who is entitled to col-
lect all of the inheritance as his own. In both roles, however, it is
the great corrupter and is at war with God’s established order, the
family.”73

Conclusion

God’s law is clear enough: The family is the primary agency of
welfare—in education, law enforcement (by teaching biblical law
and self-government), care for the aged. The church, as the agency
for collecting the tithe, also has social welfare obligations.” The
civil government has almost none. Even in the case of the most
pitiable people in Israel, the lepers, the State had only a negative
function, namely, to quarantine them from other citizens. The State
provided no medical care or other tax-supported aid (Lev 13 and
14).75

The balance of earthly sovereignties between the one (the State
or church) and the many (individuals, voluntary associations) is
mandatory if we are to preserve both freedom and order. The Bible
tells us that God is both one and many, one Being yet three Persons.
His creation reflects this unity and diversity. Our social and polit-
ical institutions are to reflect this. We are to seek neither total unity
(statism) nor total diversity (anarchism).’¢ Biblical law provides
us with the guidelines by which we may achieve a balanced social
order. We must take biblical law seriously.””

The most effective social movements of the twentieth century’s
masses—Marxism, Darwinian science, and militant Islam—have
held variations of the three doctrines that are crucial for any com-
prehensive program of social change: providence, law, and opti-
mism. The Christian faith offers all three of these, not in a secular
framework, but in a revelational framework. The failure of Chris-
tianity to capture the minds of the masses, not to mention the
world’s leaders, is in part due to the unwillingness of the repre-
sentatives of Christian orthodoxy to preach all three with uncom-
promising clarity. The world will stay poor foras longas mencling
to any vision of God, man, and law that is in opposition to the bib-
lical outline.

We need faith in the meaning of the universe and the sovereignty
of God. We need confidence that biblical law offers us a reliable
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tool of dominion. Finally, we need an historical dynamic: Opti-
mism. We need a positive future-orientation for our earthly efforts,
in eternity of course, but also in time and on earth. People need to
surrender unconditionally to God in order to exercise comprehen-
sive dominion, under God and in terms of God’s law, over the
creation.” There is no other long-term solution to long-term
poverty. God will not be mocked.
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Select Bibliography

A question is being raised constantly in evangelical circles: “What is the Chris-
tian's responsibility to the poor?” Unfortunately, the people who tend to ask this
question really are asking a very different question: “What is the State’s respon-
sibility to the poor?” A very different question requires a very different answer.

To answer both questions, Christians need information. I offer the following
bibliography, so that Christians who get interested in the topic of the relationship
between faith and cultural prosperity, or the related topic of ethical rebellion and
cultural poverty, can follow through on their own.

There are always more books to be read than time to read them. Therefore, to
save readers time and trouble, I will recommend the one book above all others—
the Bible excepted, of course—that best answers the question: What does the Bible
say concerning the Christian’s responsibilities concerning the poor? The book is
David Chilton’s Productive Christians in an Age of Guilt-Manipulators: A Biblical
Response to Ronald J. Sider, published by the Institute for Christian Economics,
Box 8000, Tyler, TX 75711 ($4.95). Chapters include: “Biblical Law and Christian
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Economics,” “God’s Law and the Poor,” “The Exodus as a Liberation Movement,”
“Is God on the Side of the Poor?”” “Foreign Aid,” “Overpopulation,” “The Jubilee
Principle,” “The Goal of Equality,” “Statism,” “The Prophetic Message,” “The
Basis for Economic Growth,” and “The Conquest of Poverty.” The book is well-
documented and contains a three-page, four-column Scripture index. It also
provides a lengthy bibliography.

The other book which is absolutely vital is Herbert Schlossberg’s Idols for
Destruction: Christian Faith and Its Confrontation with American Society (Nash-
ville: Thomas Nelson, 1983; $8.95 soft cover, $14.95 hard cover). This is the finest
presentation of Christian social theory ever written, period. It covers politics,
inflation, taxation, poverty, foreign aid, the establishment of Christian alternatives
to humanism, education, the evils of the corporate State—in short, everything.
In my opinion, anyone who speaks in the name of Christ on social theory, and who
has not mastered this book, need not be taken seriously.

The Jubilee Year (Lev 25) is no longer in force. It was a military spoils agreement
governing the post-conquest dividing up of the land of Canaan. Every 50 years, the
land of Israel reverted to the families that possessed each plot when they conquered
the Canaanites under Joshua. Does this teach Christian socialism? Emphatically
not. For an explanation, see my essay, “The Fulfilment of the Jubilee Year,” in the
newsletter published by the Institute for Christian Economics, Biblical Economics
Today (April 1983).

The materials for developing a framework for economics (and other social
sciences) are found in the book of Genesis. The Institute for Christian Economics
has published my economic commentary on Genesis: The Dominion Covenant:
Genesis ($14.95), which is volume 1 of An Economic Commentary on the Bible. The
second volume, on Exodus, is scheduled to appear in early 1984. It deals exten-
sively with the meaning of God'’s delivery of Israel from Egypt, a static, centrally
planned, and highly bureaucratic civilization.

Theology

If Christ is God, then no human institution can claim comprehensive or final author-
ity. All human governments, of which civil government is only one, are under
God’s sovereign power and are responsible to him. They are under his law. This
law reduces the power of the civil government to a minimum. I have outlined this
position in my book, Unconditional Surrender: God’s Program for Victory, 2nd ed.
(Tyler, Tex.: Geneva Divinity School Press, 1983; $9.95).

R.J. Rushdoony’s book, The Institutes of Biblical Law (Nutley, N.J.: Craig Press,
1973), offers comprehensive studies of the contemporary relevance of Old Testa-
ment law. This set establishes the case for limited civil government under the rule
of revealed law.

A simplified introduction to the perspective of these books is provided in the
two-volume workbook by Gary DeMar, God and Government: A Biblical and
Historical Study (Box 720515, Atlanta, Ga.: American Vision, 1982, 1983; $9.95
each).

Poverty
The best solution to poverty is productivity. This means capital investment, suc-
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cessful forecasting and planning (entrepreneurship), and future-orientation.

George Gilder’s Wealth and Poverty (New York: Basic Books, 1981) demonstrates
the crippling effects the State’s welfare programs have had on the self-respect of the
recipients. Compulsory welfare programs destroy the entrepreneurial spirit that is
basic to an escape from the poverty trap.

Thomas Sowell, the ex-Marxist from Harlem, has provided a detailed study of
Gilder’s point in his book, Race and Economics (New York: David McKay, 1975).
Sowell shows how immigrant groups before the New Deal raised themselves out of
the ghetto, and how those farthest from government welfare (for example, Poles,
Italians, Jews, orientals) did better economically within three generations than
those that relied on politics for income and jobs (for example, the Irish). Walter
Williams’ book, The State against Blacks (New York: McGraw-Hill New Press, 1982),
studies the barriers to Black Advancement that the government has created:
minimum wage laws, occupational licensure, and so on.

The study of poverty in the United States by Harvard political scientist Edward
Banfield, The Unheavenly City Revisited (Boston: Little, Brown, 1974), em-
phasizes the importance of attitudes, especially attitudes toward time, in the
upward mobility of the poor, or absence thereof. He argues that one’s class position
is primarily a function of one’s time perspective, not money.

Finally, there is sociologist Helmut Schoeck’s study, Envy: A Theory of Social
Behavior (New York: Harcourt, Brace, 1970), which analyzes the devastating effects
on societies of the resentment of the poor against the rich.



A Guided-Market Response
William E. Diehl

I congratulate Gary North on making a heroic effort to present a
biblical case for the free-market system. However, the arguments
presented are flawed in so many instances that one senses the
author is desperately grasping at straws. Nevertheless, North’s
viewpoint does represent the thinking of other Christians and
therefore needs to be examined in some detail.

That the author is strong on ““biblical law” is apparent. The essay
provides us with thirty-nine Old Testament citations, of which
twenty-three are from the book of Deuteronomy. Alongside these
imposing Old Testament references the reader is given only nine
New Testament citations, of which only four come from the mouth
of Jesus. Notwithstanding one of North’s concluding statements
that we need “faith in Jesus Christ,” this essay might more properly
be entitled “Poverty and Wealth according to Deuteronomy.” The
teachings and parables of Jesus are rich with references to wealth,
poverty and justice. Why has the author chosen to ignore these?
Can it be that the words of the Master are an embarrassment to the
advocates of a free-market system?
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Before examining the author’s Old Testament evidence, we need
to remind ourselves that Jesus did have some strong words for
legalists who neglect “the really important teachings of the Law,
such as justice and mercy and honesty” (Mt 23:23 TEV). While
Jesus did not claim that he came to abolish the law, he did clearly
give them a new commandment. He said, “My commandment is
this: love one another, just as I love you” (Jn 15:12 TEV). He dem-
onstrated his dedication to the superior law of love by healing and
gathering grain on the Sabbath in spite of Levitical laws to the con-
trary. Perhaps the sharpest words we ever hear from the lips of
Jesus are directed at the hypocritical Pharisees who observed the
letter of the law and ignored the spirit of it. “How terrible for you,
teachers of the Law and Pharisees! You hypocrites! You are like
whitewashed tombs, which look fine on the outside but are full of
bones and decaying corpses on the inside. In the same way, on the
outside you appear good to everybody, but inside you are full of
hypocrisy and sins” (Mt 23:27-28 TEV).

The point is, of course, that since love is the “new command-
ment”’ of Christ we need to take care as we deal with Old Testament
laws that we do not become so legalistic in our application to cur-
rent situations that we prevent God’s love from becoming manifest.
It does seem necessary to point out some of the problems which
arise when one selectively uses Old Testament references to sup-
port a position~—no matter what that position may be.

The North essay makes frequent reference to private-property
rights. The author does not indicate whether he sees this right to
private property as a biblical teaching or a civil guarantee. Any
implication that such a right was part of the Old Testament law
needs to be clarified.

Implicit throughout Scripture is the understanding that “the
earth is the LORD’s, and the fulness thereof”’ (Ps 24:1), and that we
as God’s people are called to be stewards of creation. In fact, Levit-
icus 25:23 is very blunt about private property rights: “Your land
must not be sold on a permanent basis, because you do not own it; it
belongs to God, and you are like foreigners who are allowed to
make use of it” (TEV).

The book of Leviticus lists quite a few restrictions on the owner-
ship of private property. For example, when a farmer worked the
land, he had to leave a border of the grainfield unharvested for the
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use of those who passed by. Or, if a man walked past a vineyard,
he was allowed to take along as much as he could carry in his
hands. In the context of North’s essay, this would be called stealing.

The whole concept of the Jubilee year flies in the face of private-
property rights as we know them. For, in the year of the Jubilee,
which was every fifty years, all slaves were to be freed, all debts
canceled, and all land returned to the original owners. William
Lazareth in Work as Praise concludes from this, “Private property,
therefore is never an absolute right in Holy Scripture. As an aid to
personal freedom it is a relative civil right that is always condi-
tioned by the will of God and the needs of the community. The
need to serve justifies the right to possess in God’s created order of
life-in-community. Nowhere does the Bible sanction the accumu-
lation of economic power and possessions as ends in themselves.”’?

Jesus’ treatment of private-property rights was consistent with
that of the Old Testament. One’s holding of private property was
for the purpose of fulfilling the will of God. He was quite outspoken
about the accumulation of private property as an end in itself, as
witnessed in his challenge to the rich young ruler or in his story
of the wealthy farmer who tore down his old barns to make room
forlarger ones. When Jesus sent out the seventy, he instructed them
to take no private property with them (Lk 10).

Much of North’s defense of the free-market philosophy rests on
the foundation of personal-property rights. However, when one
conditions these rights by the biblical imperatives for the use of
personal property, much of the author’s position on such subijects
as wealth redistribution and foreign aid simply does not hold water.

The essay offers few kind words about civil government. While
all of us share in the disappointment with government which has
failed to meet its potential for doing justice, it does not follow that
less government is necessarily better. It is unfortunate that when
the author addresses the issue of compulsory wealth redistribution
he focuses on the level of taxation and says nothing about the
philosophy of government being the means for a more equitable
distribution of wealth.

For me it taxes all credibility to assume that in this highly com-
plex society in which we live the needs of the poor can be met by
Christians acting individually or through their churches on a
voluntary basis. Even if all Christians had the commitment to care
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for the poor, how could I or my congregation possibly know where
all the unmet needs were, and how could we be certain that there
would be an equitable distribution of our benevolences? Some
overall agency is needed for such a task, and it is obviously civil
government.

Furthermore, North makes no mention of the basic impediment
to a free-market system: human sinfulness. If all the people of this
earth were Christians, which they are not, and if all Christians
lived up to the biblical legalisms, which they do not, one might
ronsider the possibility of the author’s vision. But we are daily
reminded of our basic self-serving nature, and we constantly turn
to God for forgiveness. God’s great gift of freedom carries with it
the opportunity for his people to reject his laws, and past history
offers little hope for a day in which all of us will be totally unselfish
and truly servants to one another. From a biblical and theological
standpoint, the free-market concept cannot be defended.

An interesting feature of the essay is the equating of taxation
with stealing. Such a portrayal may be accurate in nations where
there is taxation without representation. But oursociety is based on
representative government, and we have seen many instances in
which the people’s views on taxation have caused policies to
change or new faces to appear in Washington. Ronald Reagan
claimed that his 1980 election was a mandate from the people to
reduce taxes and “get government off the backs of the people.”
The historic Proposition 13 in California was another demonstra-
tion of the people’s ability to change the system of taxation. The
tax system in this country exists because the majority of our citi-
zens are in support of it.

But the essay suggests that even though the majority may sup-
port taxation, it is still stealing from those who do not agree. From
this one concludes that a free-market concept should permit peo-
ple to pay only as much tax as they wish, regardless of the position
of government as expressed through the majority vote of its citizens.

We need to note two places in the New Testament where the
issue of taxes is presented. The first one involves Jesus. The three
synoptic Gospels tell of the same incident: the enemies of Jesus
seek to trap him with a question about the legality of paying taxes.
He responds by pointing to the emperor’s face on a silver coin and
instructing that one should “pay to the Emperor what belongs to
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the Emperor, and pay to God what belongs to God” (Lk 20:25
TEV). He put no conditions on those instructions. In fact, he really
gave the people a bit more than they asked about. In instructing
the people to pay to the emperor the things which were the em-
peror’s, he went beyond the matter of taxes and swept into his
statement all responsibilities of citizens toward their government
(Lk 20:19-25).

Paul gives clear and unmistakable instructions about taxes and
the responsibility of the Christian to government. In Romans 13 he
writes,

Everyone must obey state authorities, because no authority

exists without God’s permission, and the existing authorities

have been put there by God. Whoever opposes the existing
authority opposes what God has ordered; and anyone who does
so will bring judgment on himself. . .. That is also why you pay
taxes, because the authorities are working for God when they
fulfill their duties. Pay, then, what you owe them; pay them your
personal and property taxes, and show respect and honor for
them all. (Rom 13:1-2, 6-7 TEV)

There is nothing in either of these statements about “stealing”

from the people. Nor is there any suggestion of a maximum tax rate

of the tithe as suggested in the North essay.

Certainly we can agree with Paul that a government which
ensures law and order is a gift of God. Without government we
would have anarchy. As our society has become more complex,
the role of government has necessarily increased. In the days of
Moses there were no needs for paved highways. Today most of our
highway systems are built and maintained by the government.
Imagine the confusion we would have if all our roads were built
and operated by private investors who collected tolls!

The North essay is critical of government inefficiency and bu-
reaucracy. With this criticism all of us can agree. But in spite of
potholes I support the philosophy of a public road system. In spite
of problems in our schools I support public education available to
poor and rich alike. In spite of bungling and red tape I support the
principle that government should establish basic rules regarding
how people and corporations treat each other and the environment.
In spite of examples of fraud I support a system in which public
assistance is given to those who are handicapped, sick, elderly or
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otherwise unable to care for themselves. Of course we must guard
against overdomination by government at the expense of individ-
ual freedom. Of course we should be angry with government in-
efficiency and fraud. But to suggest, as some do, that all govern-
ment is corrupt and that public agencies and programs have no
rightful place in society is to reject one of the orders of God’s crea-
tion.

In the section on foreign aid, North offers sweeping criticisms
with little supporting evidence. Consider this statement: “There is
a great temptation for government officials of underdeveloped na-
tions to use this [gift of] food to free up State-controlled capital
which is then used to increase investments in heavy industry—
investments that produce visible results that are politically popu-
lar” (p. 42). If this statement is universally true, then why don’t we
see steel mills or automobile assembly plants in Sudan or Mali
or Pakistan? Furthermore, the author neglects to mention that
through the work of the United Nations, at its 1974 World Food
Conference in Rome, there is an international plan for the distri-
bution of food which is designed to prevent the very problems he
outlines.

North asks, “Is the poverty of the Third World the fault of the
West?” (p. 44). He proceeds to prove that Third World nations are
responsible for their own poverty and that therefore we do not
really help solve their basic problems by sending them food. While
I am not as confident as North that Western society is not impli-
cated in any way with Third World poverty, the question itself
seems irrelevant. When one is born into poverty, one’s hunger
pains are not eased by knowing who is to blame.

The question “Is the Third World poverty the fault of the West?”’
is reminiscent of the question the disciples asked Jesus when they
met a man blind from birth. They asked, “Teacher, whose sin
caused him to be born blind? Was it his own or his parents’ sin?”
(Jn 9:2 TEV). Jesus points out that the blindness had nothing to do
with his sins or his parents’. He explains, “He is blind so that God’s
power might be seen at work in him. As long as it is day, we must
do the work of him who sent me; night is coming when no one can
work” (vv. 3-4 TEV).

In the same way that Jesus had the power to give sight to one
born blind, God has given us the power to eradicate hunger in
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those parts of the world where children are born into poverty. Not-
withstanding all the cultural and dietary obstacles cited by North,
the fact remains that it is within the ability of modern society to
eliminate hunger from the face of the earth. The question is, are we
committed to doing something about it? The author’s observation
that our ancestors “were very smart: they all moved to those re-
gions of the world where food is now abundant” (p. 51) is an affront
to human beings born into poverty. North’s section devoted to
foreign aid lacks any concrete suggestions as to how we should
carry out Jesus’ mandate to care for the poor. The reader is left
hanging. The silence is ominous.

North’s conclusion sums up our points of agreement and dis-
agreement. Citing that “the church, as the agency for collecting
the tithe, also has social welfare obligations,” he adds, “The civil
government has almost none” (p. 57). I agree with the first state-
ment but not with the second.

The Bible is clear and consistent in its call for freedom, justice
and responsibility for all God’s people. The free-market philosophy
as presented in this essay certainly addresses the issue of freedom.
From my perspective the overriding attention to freedom shows
little concern for issues of justice and therefore is not a position
which can be supported by responsible Christians.

Notes

Philadelphia: Fortress Press, 1979.
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ArtGish

Although I agree with North on a few basic points, I am left
with the suspicion that he starts not with the Bible but with a con-
servative political and economic philosophy and then uses his
concept of biblical law to legitimize that conservative ideology.
I agree that society needs to be judged by biblical revelation, but
North and I do not seem to be using the same Bible.

The center of North'’s faith seems to be in the book of Deuter-
onomy. He would come to different conclusions if he started with
Jesus and the New Covenant and then looked at the Old Covenant
law in that new light.

North tells us that God wants to bless us, and he calls us to cove-
nantal faithfulness. Surely this is right. And it is true that faithful-
ness brings good while sin brings suffering. But we learn in the
Bible that faithfulness also leads to suffering and the cross.

I like the concept of methodological covenantalism. That is the
biblical alternative to both individualism and collectivism. North
is right in saying that the real issue is ethical. We need to stand
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against ethical neutrality. If biblical ethics should be basic to any
social analysis, however, then North’s chapter leaves us with many
questions.

Why does North so easily accept capitalist ideology? Where is
his biblical critique of that ideology? Why should the style of the
Christian’s economic life be shaped by the market? Doesn’t the
biblical law against coveting argue against the capitalist system of
institutionalized greed? Isn’t “‘the lure of autonomy’’ a basic sin
of capitalism?

It is not clear whether North favors a free market or a market con-
trolled by biblical principles. If he favors the latter, who would
enforce those biblical principles on the world? If we really let our
economic lives be guided by biblical principles, wouldn’t the mar-
ket be so changed as to make it unrecognizable? It appears to me
that North is more committed to the myth of the free market than to
biblical authority.

Is competition part of God’s intention for humanity, or is it an
expression of the Fall? Will we be competing in heaven? Will there
be winners and losers in heaven? I find the ideal of auctioning my
labor to be morally repulsive, and North says nothing to show that
it is not wrong. We are called to be sisters and brothers, not com-
petitors. When I do carpentry for others, I try to take their needs
and ability to pay into consideration and often lower my charge.
Sometimes I even work for free. I have no interest in auctioning
my labor to the highest bidder. I want to be a servant to God and
to my neighbors. When I trade with a sister whom I love, I want to
give her a value equal to or greater than she gives me because her
welfare is as important as mine. How could I in love seek to maxi-
mize profit? Cooperation seems to be a more Christlike style than
competition.

In capitalism workers and employers are competing most of the
time. Employers are trying to squeeze as much as possible out of
the workers, and the workers are trying to get by with doing as little
as possible. Union/management contract negotiations are intensive-
ly competitive.

The parable of the laborers in the vineyard does not support
capitalism but the biblical vision of equality and grace. Jesus’ para-
ble suggests that all should receive the same. Those who gathered
much manna had nothing more than those who gathered little
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(Ex 16:18; 2 Cor 8:14-15). Neither the Old Testament law nor the
New Testament doctrine of grace is capitalistic.

The answer to our problems is not biblical law but God’s grace,
the saving grace of Jesus Christ expressed in a new order, God’s
kingdom. The law cannot bring salvation. Neither will the capital-
istic doctrine of salvation by works lead to life. In the Old Testa-
ment the law was given to govern people’s greed and anger. Re-
venge was limited to one eye for one eye, only two teeth for two
teeth. Wouldn't it be wonderful if the world could just come up to
this standard of morality?

In the New Covenant we are offered something much better,
the grace of going beyond greed and revenge and therefore the
need of law. Jesus invites us to be born again into a loving relation-
ship with God, with our brothers and sisters, and even with our
“enemies.” As Christians, our lives can be governed by God'’s love
and grace instead of law. For Christians there is one law, the grace
we are given to love God and neighbor. Christians are called to
something far beyond capitalism.

Why is North so selective in the laws he chooses to quote? Why
does he not deal with Old and New Testament commands to share
with the poor? His solution to poverty in the Third World is to im-
pose Old Testament inheritance laws which are not continued in
the New Testament. But he chooses to ignore the redistribution
of wealth called for in the Jubilee (Lev 25), a call repeated in the
New Testament.! North’s “solution” to poverty is not only sexist
and elitist, but it would not even begin to deal with the causes of
poverty. The fourteen families who control El Salvador would con-
tinue to be in control, and the Indian peasants who had their land
stolen from them would remain landless and poor. It hasbeen more
than fifty years since the land was stolen from them, and it is well
past time for redistribution of that stolen wealth.

There is a catch in North’s view of private property. The less
thievery there is, the more the value of private property increases
and the less able the poor are to buy it. In capitalism the more
“moral” a people are, the more the poor are oppressed. My gain
need not be the result of another’s loss, but often it is. If the doctor
overcharges the poor patient, who must struggle for years to pay
the bill, then the doctor did gain at the loss of another. Did not John
D. Rockefeller gain at the loss of others he drove out of business?
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Do the banana companies not gain from the poor wages paid
workers in Central America? There is no free-market economy.
There is an international, managed economy in which people are
compelled to sell their labor and land at unfair terms.

North shows a lot of concern about theft, but he says nothing of
how the rich steal from the poor, how the multinational corpora-
tions rip off the people. “Is it not the rich who oppress you?”
(Jas 2:6). My impression is that the Bible comes down much harder
on the stealing done by the wealthy and the powerful than on the
stealing which the poor do to survive.

Most of the stealing (and murder) in the world is legal and is
done by those in power. Sometimes it is called a shrewd busi-
ness practice, profitable investment or overpricing. It takes the form
of some persons’ receiving huge salaries while others barely sur-
vive. A poor person steals ten dollars and goes to jail. A rich per-
son steals a million dollars, a few dollars at a time from the poor,
and not only goes free but is praised for being successful. He may
even be considered righteous, especially if a small percentage is
then given back to the poor in the form of charity.

North seems to be unaware of the theft we commit when we
withhold our goods from those who have need. The earth is the
Lord’s. It is not mine. Capitalism, that is, the system of private
property and competition, is itself thievery; and it encourages theft
by rewarding only winners and ignoring the needs of the losers.
Competition encourages theft. But if I make all I have available to
the poor, there is no reason for them to steal from me.

Thievery must be seen not only from the perspective of the
property holder and producer, but also from the point of view of the
oppressed, the exploited, the downtrodden. From their perspec-
tive theft is seen quite differently. It is ironic that our legal system
is more concerned about property rights than human needs. We
seem to think human worth derives from property instead of from
God.

Just as important as the command to not steal is the command to
not covet, which is the basis for both stealing and capitalism.
Covetousness is the engine of the capitalist economy.

North should read the New Testament more carefully and dis-
cover that Jesus does not support defense of property against theft.
“From him who takes away your coat do not withhold even your
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shirt. Give to every one who begs from you; and of him who takes
away your goods do not ask them again” (Lk 6:29-30). Was Jesus
a false teacher? Jesus also said something about turning the other
cheek. To some that also sounds ridiculous. I agree with North
that preaching and Christian witness are called for, but vengeance
is to be left to God (Rom 12:19-21). True biblical preaching will be
seen by those in power more as a threat to their privilege and power
than as capital investment or a social asset.

Why is it that conservative Christians seem to have such dif-
ficulty with the New Testament? They either ignore it, as North
does, or try to explain it away. The Old Testament clearly con-
demns the idea of a standing army, but most conservatives have
little trouble supporting militarism. Why is it so difficult to recog-
nize exploitation and injustice? Why is injustice only seen in
socialist countries? It seems that, for many conservatives, if there
is any seeming contradiction between the Old and New Testa-
ments, they always go with the Old. This is particularly true on
questions of war, violence and economics. If North insists on see-
ing Christianity as built on biblical law, at least he should include
the Sermon on the Mount and the rest of Jesus’ teachings. North
even ignores the Old Testament prophets and many other impor-
tant Old Testament laws.

North implies that taxation, at least above ten per cent, is theft.
How can a Christian protest the taxes of the welfare state and be
silent about the massive amount of taxes taken by the military?
Yes, taxation is theft, but is North willing to give up his reliance
on capitalistic relationships which cannot survive without police
and military violence? Capitalism needs centralization, bureauc-
racy and taxes to survive. Is North open to a communal life in
which all is shared and in which trust in God is the sole defense? Is
North willing to give away all that he has, as the early Christians
did, to join a church community that is caring for the poor, the un-
employed, the mentally ill, the homeless, the alcoholic, the vic-
tims of the system?

I agree with most of North’s critique of foreign aid. But why
can’t he see that poverty in the Third World and at home is related
to Western exploitation? Yes, food aid is used primarily for polit-
ical control, not humanitarian concern. And so is military aid,
which constitutes the biggest bulk of foreign aid. The answer to
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needs in the Third World is not aid, but giving people control over
their land and lives. The first thing we need to do for the Third
World is to get off their backs. North dismisses subsistance agri-
culture because of periodic famines. But capitalism brings periodic
wars and depressions. Maybe the cure has been worse than the
disease. The answer is not charity or capitalism, but repentance,
justice and the Jubilee.

Yes, there are Communists. And yes, they are as brutal and op-
pressive as capitalists. But the U.S. determination to “protect”
the Third World from Communist domination causes much more
pain than it cures. What peasant worker wouldn't rather live under
Communism than the chaos of the war in El Salvador? If El Salva-
dor and the whole Third World must go the way of Cuba, so be it.
As Christians we are not commissioned to “save the world” with
our strength. We are not sovereign. Rather we are called to preach
Christ’s gospel of repentance and peace, and to trust in God’s abil-
ity to save the world.

We do not have all the answers for the world. We are not saviors.
It troubles me then that North expresses the elitist, if not racist,
view that Western values are superior to Third World values, that
the Third World is poor because of its ignorance. This is not only
arrogant; it is also unbiblical. I wonder why North quotes Bauer’s
long list of attitudes which are opposed to capitalistic develop-
ment. He seems unaware of the extent to which Jesus and the bib-
lical prophets stand condemned by that list. I wish North could see
the demonic and destructive nature of Western values.

North seems more influenced by humanism (capitalism is a
humanist ideology) than he recognizes. Apparently he believes
that, as long as we follow certain laws, we can solve any problem,
conquer any obstacle and create our own security. We don’t need a
Savior after all. We can save ourselves by obeying the laws of
capitalistic development. North sounds more like a Pharisee than
a New Testament Christian.

I am shocked that North would suggest thdt we go to the Third
World and preach “the culture of the West.” I thought we were
to preach Jesus and him crucified. Or is capitalistic affluence
the same as the way of the cross? Apparently, North believes
thrift, education, development and responsibility will save. I
don't. I believe the biblical vision stands in fundamental opposi-
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tion to “the culture of the West.”

I agree with North that there is little hope in increasing the
power and sovereignty of the political state. But as long as the state
preserves the ownership and control of resources and production
by the few, the state will continue to have to decide between wel-
fare handouts and letting people starve.

North makes a false dichotomy between unity (statism) and di-
versity (anarchism). In God’s kingdom total unity is the commun-
ion of the Upper Room as recorded in Acts, a voluntary unity of the
Spirit that is free of the law. It is the gift of God’s Spirit, available
to all who are willing to lay down everything. The answer is to be
found in the redeemed and redeeming community of the church,
not in the legal structures of the fallen world.

North too easily dismisses those who preach ecological steward-
ship and social justice as guilt manipulators. How much increased
economic output does North think our ecosystem can support? He
apparently thinks we can continue to consume, pollute and rape
the earth and feel perfectly justified with no need for repentance.
The issue is not guilt (although before God we are guilty), but
living a redeemed life.

Finally, I am offended by North’s sexist perspective and use of
exclusively male language. This is hurtful to many of our sisters.
North continually refers to men. I wonder if the gospel doesn’t
apply also to women. In Christ there is neither male nor female
(Gal 3:28). A male-oriented view of the world is a big part of the
reason for the world’s mess.

Notes

John Howard Yoder argues convincingly that Jesus proclaimed the Jubilee. See
The Politics of Jesus (Grand Rapids, Mich.: Eerdmans, 1972), pp. 64-67. The com-
mon treasury and sharing of goods with the needy described in the book of Acts
can also be seen as an implementation of the Jubilee.



A Centralist Response
John Gladwin

I would agree with the fundamental assertion in this paper that
the debate is about ethical issues. While I find myself puzzled by
aspects of this thesis and in profound disagreement with other
parts of it, at least it makes the effort to base its discussion in ethical
perspectives.

In terms of mood I was not sure whether the paper wanted us to
return to the practice of Old Testament social life or to seventeenth-
century Puritan ideals embodied in some of the early American
experience.

The paper starts by asserting that Christians need to be methodo-
logical covenantalists. What exactly does this mean? Is this an
assertion that God has made a covenant with the United States in
like manner to the covenant he made with Israel? That, of course,
was the muddle in the original Puritan position in some of its early
forms. The crossover point of reference from the Israel of the Old
Covenant to the world of the New Covenant is not to be found in
the United States, but in the church. Is the paper asking for a new
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form of life in the church as distinct from the state? Is it sectarian in
its understanding, or is it really saying that the principles of the
covenant can be applied directly to national economic life as ex-
perienced in a body such as the United States?

Without in any sense questioning the personal commitment of
the author to Jesus Christ, I am not convinced that the thesis he has
presented to usis Christian. It appears to be founded in the religion
of a fairly legalistic understanding of the Old Covenant. As Chris-
tians, however, we are called to live a new life and are to view the
Old Testament in a new way in the light of the redemption experi-
enced in Jesus Christ. The point of the gospel is not to call nations
to copy Israel in the Old Covenant. The history of God’s action with
his people and the experience of the law and life of the nation of
Israel lead us to Christ—not to some holy commonwealth insti-
tuted in the economic life of a revived, Puritan United States! In
thinking about economics, we must learn from the story of Israel
and from the principles of the law as we look for the life of the new
age dawning on the world in Jesus Christ. Christ leads us forward
in history, not backward!

It is for these theological reasons that questions must be asked
about the way this thesis is worked out. For example, it moves from
an assertion of covenant to an espousal of the values of competi-
tion, “employer versus employer,” “worker versus worker.” Does
not the story of creation to the kingdom lead us to question a way
of life in which we seek to get the better of one another? Is not
cooperation a principle closer to the meaning of the gospel than
competition?

Again, the thesis moves from some interesting insights concern-
ing stealing to assertions about the integrity of private property.
Yet the Bible views property as held in trust. There are no absolute
rights over property in the Bible. “The earth is the LORD’s” and
given to us in trust. There is no endeavor in the essay to come to
terms with the way, in a fallen world, that people and companies
acquire property by the abuse of power. The Lord did not distribute
the property rights of the United States in perpetuity to their pres-
ent owners or until such time as they voluntarily decide to sell.
Much property and ownership in the world is gained by conquest
or by the abuse of people. By what right do people who acquired
property through injustice (and the prophets knew all about such
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debased activity) say that God gave it to them and that no one has
the right to forcibly take it away from them?

There is a charming commitment in this paper to natural or
providential justice. Unfortunately, in a fallen world much that
goes on is unjust. We are called to be vigilant to watch lest the
owners of power in society turn to exploit others in their own self-
interest. The providence of God does not preserve justice but
rather the life of the world in which we are called to witness to the
kingdom. The providence of God is gracious, not just. He allows his
rain and sun to fall on the just and the unjust alike. At the opposite
end of the same argument, the experience of people of poverty and
abuse is not a consequence of their incompetence-—a sort of natural
or providential justice—but the arbitrary experience in which God
subjects us to life in a fallen world. The people of God bear witness to
their hope in Christ by their commitment to overcome such
arbitrariness and so give visible expression to their conviction that
the future kingdom will be one in which the present injustices will
be overcome in the peace and harmony of the city of God.

Nevertheless, I believe that this thesis is right in asserting that
our debate is about ethics. I would add that it is also and relatedly
about theology. It is the understanding of Scripture, of God, of the
world, of history and of the gospel that I would wish to pursue fur-
ther in discussion with Gary North. I suspect we have some serious
differences in these areas and would have to work hard to find com-
mon ground in our shared commitment to Jesus Christ.
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The Guided-Market System
William E. Diehl

The scene is the poolside of the exclusive Hotel del Coronado
at San Diego. Row after row of reclining lounges are filled with
people soaking up the bright sun. Young men and women in gay
red and white uniforms are busily delivering luncheon orders to
their customers—petite sirloin steaks, Nova Scotia salmon, curried
lamb or Dungeness crab legs. Nor far away, in a small pavilion, a
group of middle-aged couples are gathered around a piano bar
singing some of their old favorites from the 1940s. The bartender is
busily mixing sangria with fruit in huge, chilled ceramic pitchers.
A number of the loungers, listening to music on their own stereo
headsets, are oblivious to everything around them. The air is filled
with exotic scents as one by one they cover their bodies with ex-
pensive suntan oils. The scene can be duplicated from San Diego to
Seattle, from Boothbay to Mobile Bay, from Palm Springs to Palm
Beach.

Woe to those who lie on beds of ivory, and stretch themselves

upon their couches, and eat lambs from the flock, and calves
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from the midst of the stall; who sing idle songs to the sound of

the harp, and like David invent for themselves instruments of

music; who drink wine in bowls and anoint themselves with

the finest oils. (Amos 6:4-6)

If one divides the population of the world into thirds, it turns out
that the richest third get eighty per cent of the world’s total gross
national product. North Americans consume more than twice as
much energy per person as western Europeans and 350 times as
much as the average Ethiopian. Because of a high diet of grain-fed
cattle, Americans consume 5 times as much grain per person as do
people in developing nations. The living standard of an average
American is far beyond the wildest dream of sixty per cent of the
people of this earth. “It is easier for a camel to go through the eye of
aneedle than forarich man to enter the kingdom of God™’ (Lk 18:25).

In the eyes of the world, the United States symbolizes a land of
great wealth, tremendous power, unbridled hedonism and profli-
gate consumption. It is also seen as a nation with strong Judeo-
Christian roots. In many ways the wealth of Americans can be chal-
lenged by the very Scriptures they hold sacred. Those who are em-
barrassed by the huge disparity between the haves and the have-
nots in this world can point to many places in the Old and New
Testaments where Holy Scriptures come down hard on the wealthy.
These people maintain, in fact, that the political and economic sys-
tem of the United States is contrary to the will of God.

On the other hand, many Americans, using the same Bible as their
critics, can point to evidence that supports their belief that the
strength and prosperity of the United States is proof positive that
God rewards those who are faithful to his Word. They cite many Old
Testament verses to support this conviction, such as Deuteronomy
7:12-14:

If you listen to these laws and are careful to observe them, then

the LORD your God will observe the sworn covenant he made with

your forefathers and will keep faith with you. He will love you,
bless you and cause you to increase. He will bless the fruit of
your body and the fruit of your land, your corn and new wine
and oil, the offspring of your herds, and of your lambing flocks,
in the land which he swore to your forefathers to give you. You
shall be blessed above every other nation. (NEB)

While it is more difficult to find New Testament support for the
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notion that riches are the reward for faithfulness to God, many
Christians do point to certain of Jesus’ sayings. For example, in
Mark 4:25 Jesus concludes the parable of the sower by saying, “For
the man who has will be given more, and the man who has not will
forfeit even what he has” (NEB).

With such texts to support their views, many Americans sin-
cerely believe that the political and economic system which made
this nation the wealthiest in the world is a system blessed by God.

Which way is it? Is our American structure of political, eco-
nomic and social systems in accordance with God’s will, or is it
not?

The fact that our Scriptures can be used to support or condemn
any economic philosophy suggests that the Bible is not intended
to lay out an economic plan which will apply for all times and
places. If we are to examine economic structures in the light of
Christian teachings, we will have to do it in another way.

Are there certain principles which consistently carry through
both the Old and New Testaments? If so, can we apply these basics
as a way of evaluating economic structures? I believe we can. It
seems to me that the principles of freedom, justice and responsi-
bility can be found in the Bible from beginning to end, and that
these themes are generally understood by all Christians in the same
light. Let us look at each one briefly.

Freedom
In various ways God has been forever leading his children out of
captivity into freedom. The Exodus event stands as a prime ex-
ample in the Old Testament. Not only was God concerned about
releasing his people from political captivity, but the vision of the
Jubilee year as found in Leviticus 25:8-55 speaks of a freedom from
economic and social captivity. The New Testament is filled with
the good news that God does not want his children to be enslaved
by a legalistic burden of the law. Jesus was constantly teaching the
difference between the freedom of carrying out the spirit of God’s
laws and the slavery of trying to carry out the letter of these laws.
The apostle Paul writes frequently about the freedom which the
gospel brings. When he wrote in Romans 3:28, “A person is put
right with God only through faith” (TEV), Paul set forth a central
doctrine of the Christian church. There is no way that we humans
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can earn God’s acceptance of us. We constantly fall short of per-
fection. But God’s acceptance of us is a free gift of love, totally with-
out our merit.

Martin Luther told of his struggle to feel worthy of God’s accep-
tance. He wrote, “My situation was that, although an impeccable
monk, I stood before God as a sinner troubled in conscience and
I had no confidence that my merit would assuage him.” In the
midst of his agonizing over his merit before God, the word only in
Romans 3:28 suddenly pierced his mind with a stunning and lib-
erating revelation. In that moment he realized that it was only
through God’s grace that he was put right with his Creator, not
through anything he did. “Thereupon I felt myself to be reborn
and to have gone through the open doors of paradise,” Luther
wrote. He later referred to this liberating verse in Romans as his
“gate to heaven.”

This good news is what Jesus was referring to when he said,
“You will know the truth and the truth will set you free” (Jn 8:32).
Not only does our Creator want us to be free from all forms of phys-
ical, economic and social domination by others, but he gives us a
most liberating assurance that we are his without respect to what
we do or how well we do it.

Justice
A second theme which runs throughout our Scriptures is God’s
call for justice. Not only would God have us be just in our treatment
of one another, but he calls us to create political and social systems
in which people are justly treated.
The prophet Micah is speaking of a code of individual behavior
when he says,
God has told you what is good;
and what is it that the LORD asks of you?
Only to act justly, to love loyalty,
to walk wisely before your God. (Mic 6:8 NEB)
The prophet Amos, on the other hand, is calling for justice in the
nation when he demands, “Let justice roll on like a river and right-
eousness like an ever-flowing stream” (Amos 5:24 NEB).
Jesus also dealt with individual and corporate justice. His para-
bles were full of examples of just and unjust people. But he also
condemned the systemic injustice of his day. Addressing the
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lawyers and Pharisees, Jesus scolds, “You pay tithes of mint and
dill and cummin; but you have overlooked the weightier demands
of the Law, justice, mercy, and good faith” (Mt 23:23 NEB).

What are the biblical dimensions of justice? To care for the poor,
the hungry, the sick, the lame, the orphans, the widow, the pris-
oner, the stranger and the children. How is justice distributed? By
meeting people’s immediate needs through charity and by ulti-
mately eliminating the need for charity.

Responsibility

The third biblical theme which can be used to measure economic
systems involves responsibility. In the Genesis story of creation
God entrusts to man all the plants, fruit trees, animals, birds and
reptiles and asks him to be fruitful. Throughout the Bible we are
reminded that God is the owner of all creation; men and women
are merely the stewards or managers. “The earth is the LORD’s and
all that is in it, the world and those who dwell therein” (Ps 24:1
NEB).

From Cain’s initial rebuttal to God, “Am I my brother’s keeper?”
the Bible is filled with stories of God’s people reluctant to assume
responsibility—Moses, Gideon, Isaiah, Jonah and many others. Yet
God persists in his call to responsibility.

The New Testament use of the word steward has provided con-
temporary Christianity with an understanding of our responsibil-
ity before God. We are to use the talents God has given us to care for
his creation, to liberate his creatures and to provide justice in the
land.

Freedom, justice and responsibility—by these three imperatives
we will look at the guided-market system.

Guided-Market System

The term guided-market system can be defined in a number of
ways, but for the purpose of this essay we will deal with a specific
example, that of the United States in the 1980s.

Our economic system is built on several principles. The first is
that there is private ownership of the means of production—a
capitalistic system, if you will. Second, there is the principle that,
given its freedom, the competitive market will decide what prod-
ucts are to be made (or what services are to be offered), how they
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will be produced (or offered), and who will get the benefit of the
products (or services). This concept is called the market system, or
free enterprise. The third element of the U.S. economic system is
that it does not have unbridled freedom. It is subjected to some
controls and limits. The controls are provided mostly by govern-
ment which, in our case, is a democratic system. The citizens of
our country, acting through the democratic process of government,
determine the degree to which the capitalistic, free-enterprise
market system will be “guided.”

It must be recognized that none of the concepts referred to exist
in an absolutely pure form in the United States. Not all means of
production and services are privately owned. We do have public
ownership of certain power plants, transportation systems, educa-
tional institutions and the like. Quasi-governmental units operate
our turnpikes, bridges and ports. Not all our markets operate with
complete freedom and, as a consequence, government does make
some decisions on the “what, how and for whom” of certain mar-
kets. Efforts of the Carter and Reagan administrations to deregulate
such industries as the airlines, trucking and natural gas are ex-
amples of a shift away from the government’s making market de-
cisions toward letting natural market forces decide on “what, how
and for whom.” Finally, we acknowledge that we do not have a
pure democracy. Our citizens elect representatives who, presum-
ably, act as their agents, but not always so. Nevertheless, the term
democratic, capitalistic free enterprise is the closest one can come
in defining the economic system of the United States.

One of the aspects of a debate between advocates of a relatively
uncontrolled economic system and those favoring a rather tightly
controlled economic structure involves a balance between free-
dom and justice. At one end of the range, a totally unbridled free-
enterprise system does permit the powerful to exploit the power-
less. (For many years the American economy supported the insti-
tution of slavery and, in later years, child labor. Justice suffered.)
At the other end of the range, a tightly controlled system directs
who will produce what for whom-—and freedom suffers.

Various forms of democratic capitalism have been around for
years, and its critics have been vocal about its shortcomings on jus-
tice. It was argued that if society owned the means of production
and if market decisions were made through the democratic process,
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there would be more justice with little loss of freedom. In a way it
was a most unfair comparison, for the theoretical benefits of an
untested system were being compared to the actual performance of
a functioning one. But we now have about thirty years of experi-
ence with democratic socialistic economies, and we are now in a
position to compare apples and apples.

It is my position that democratic capitalism as practiced in the
United States not only offers the greatest potential for freedom,
justice and responsibility but, in fact, already comes closer to maxi-
mizing all three biblical principles than any other operating sys-
tem. Before presenting the supporting evidence for this statement,
however, we need to define how freedom, justice and responsibil-
ity play out in an economic system.

People should be free to make their own choices, in terms of
both what they put into the economic system and what they take
out of it. All people should be free to develop their full potential
as creatures of God. They should not be coerced directly or in-
directly into doing that which they really do not want to do. They
should have a free political structure in which they can decide
the extent to which they wish to have their government curb their
freedom.

For there to be justice in an economic system, there must be a
concern for the welfare of all citizens. In an economy in which
everyone is free to compete, it is not fair that some are burdened by
handicaps not of their own making. Adjustments must be made
for those with physical handicaps to have equal opportunity to
compete in the economic system. Factors such as sex, race, religion
or ethnic background can become barriers against free access to
the economy, and must be guarded against. There also should be
no exploitation of the young or old. All people should have access
to quality education. The principle of justice demands that past
inequities must not be passed along to innocent children; a child
born into an environment incapable of nurturing its full potential
must be helped to escape the shackles of institutionalized poverty.
Those capable of working should have the opportunity of doing so.

Responsibility in the economic system demands that the con-
cerns for freedom and justice be combined to produce optimum
benefit to God’s creatures and his creation. Where justice has been
lacking, society must provide charity to meet basic needs of nutri-
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tion, shelter, health care, education and income. But charity can
never be an acceptable substitute for justice. Responsible Chris-
tians must always be working toward the establishment of an eco-
nomic system which minimizes the need for charity. A long-term
dependency on charity can rob humans of self-respect, stifle the
development of human potential and condemn people to be for-
ever captives of the welfare system. Responsibility within a rela-
tively free economic system requires that Christians exercise their
own controls with respect to lifestyle and the stewardship of crea-
tion. We are free to reject hedonism, to limit our consumption and
to challenge materialism. We are free to follow a modest lifestyle
in which we accept for ourselves only what we really need to sus-
tain our well-being and dignity; and in so doing we encourage
others to follow.

The American Experience

As one looks back over the past fifty years of American economic
history, a good case can be made that our democratic capitalistic
system has done pretty well for us. Prior to the era of Franklin
Roosevelt, our American economic philosophy had a heavy bias
toward laissez faire. There was a romantic idealism that anyone
who worked hard enough could succeed. Little attention was given
to the handicaps which society had placed on Blacks, women and
the disadvantaged. But the trauma of the Great Depression forced
a change in which government began to assume a much more
active role in dealing with economic and social life.

As America came out of the Second World War, it entered a
period of thirty years of remarkable economic growth. But at the
same time the nation was working hard at eliminating the injus-
tices in the system. Although change did not come without pain,
advances were made in reducing discrimination, reducing poverty
and providing better education and health care for the underclass.
At the same time, more programs appeared which were of direct
social benefit to middle-class America. Increased government
intervention in these areas involved larger public expenditures
of money and, of course, increased taxes. Tax revenues increased
with little effort since, as inflation pushed them into higher tax
brackets, individuals’ tax burdens inevitably became heavier. In
addition to directing public funds into welfare programs, govern-
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ment intervention in the economic system took other forms. The
private sector was subjected to a broad range of controls and direc-
tives as government dealt with environmental concerns, equal
employment opportunity, occupational safety and health, con-
sumer protection, private pension plans and the like. The dials
had clearly been turned toward justice issues at the expense of a
degree of freedom among the private sector.

Nevertheless, as the United States observed its two-hundreth
birthday and took stock of itself, there was reason for a degree of
celebration. Individual freedoms within the economic system were
about the best in the world, and even private-sector organizations
could not point to many other nations which offered greater free-
dom to businesses. While certain other welfare countries were do-
ing better in such important areas as full employment, longevity
and infant mortality, the United States was close to the top. Al-
though there were still large numbers of people who fell below
the defined poverty level, the rather robust American economy was
helping all the boats to rise. Certainly the nation still had a long
way to go in ensuring justice for all citizens; but, all in all, the fac-
tors of freedom, justice and responsibility within the economic
structure were in better harmony here than anywhere else in the
world.

Of greater concern to the nation were problems in the areas of
world affairs and domestic politics. The Vietnam War and Water-
gate were wrenching events in American history, but the nation
did survive.

Economic problems began to appear, however, in the mid-1970s
and continued to grow. After decades of inflation rates less than
five per cent, in a relatively short time they moved up to double-
digit levels. At the same time, economic growth and productivity
flattened out. Within the world markets many American products
were no longer competitive. A gradual shift in the structural make-
up of our economy began as industrial jobs declined and service
jobs increased. Once-powerful U.S. automotive, steel and basic
metal industries reeled and began contracting under the heavy
pressure of foreign competition. On top of it all, energy costs soared
as oil-producing nations finally were able to secure a more realistic
price for their resources.

It is important to note how quickly the free market responded to
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these developments. Nonprofitable manufacturing plants closed
and significant efforts were made to improve productivity. The
energy crunch caused a dramatic change in the type of cars Amer-
icans wanted to buy. Smaller foreign cars became popular for all,
and Detroit launched crash programs to produce similar types. In
contrast to the rapid response of free-market economies to the
energy situation, the planned economies, especially those in the
Soviet bloc, were slow to adjust. For a number of years, the U.S.S.R.
shielded its satellite nations from the impact of the situation by
selling oil from Soviet wells at pre-OPEC prices. When a correc-
tion finally was made and Soviet subsidies were discontinued,
the impact was more severe than in the free-market industrial na-
tions, which had actually been more dependent on Middle Eastern
oil.

In analyzing the American economic situation of the early
1980s, many economists concluded that the inflationary spiral
really was triggered by President Lyndon Johnson'’s effort to have
a “‘guns and butter” program during the Vietnam War years. High
government expenditures for military purposes and for expanding
Great Society programs demanded more from our economic sys-
tem than it could deliver, goes the theory, and as a result inflation
took off.

Presidents Nixon, Ford and Carter tried various ways to control
inflation and rejuvenate the sputtering economy. President Nixon
the titular leader of a political party which has opposed govern-
ment interference in the market system, surprised everyone by
invoking wage and price controls in an effort to dampen inflation.
Although it appeared to be working for a while, shortages and
abnormalities began to occur in the marketplace, and when con-
trols were finally lifted in 1974, inflation roared onward.

Again it is important to note the flexibility of the American
system of democratic capitalism. In an effort to correct some prob-
lems in the market system, government moved in with economic
controls. When the market did not respond as hoped for, govern-
ment withdrew the controls. Americans seem to be aware of the
dangers of the extremes of an unbridled free-market system on one
hand and of a totally planned and controlled economy on the other.
They are perfectly willing to live with a blend of public- and pri-
vate-sector responses to economic problems.
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In 1980, Ronald Reagan campaigned for president on the eco-
nomic philosophy that too much government spending had over-
loaded the resources of our capitalistic system to the point where
growth had been stunted. Reagan'’s strategy was to reduce the
share of gross national product which represented government
spending and to make it available to the private sector for plant
modernization and new investment. Supply-side economics, it
was called. By stimulating economic growth, all citizens would
benefit, he promised.

Whether the election of 1980 represented an endorsement of the
Reagan philosophy or a repudiation of the Carter policies is still
being debated. But Reagan won and immediately set into motion
plans which would “get big government off the people’s backs”
and stimulate the economy. Cuts were made in the rate of increases
in spending on social programs (justice issues), and some pro-
grams which directly affected the poor and disadvantaged were
severly cut or eliminated. Liberals were aghast at the seeming
callousness of the Reagan administration toward the needs of dis-
advantaged citizens. The president defended his approach with
two arguments. First, he assured the American people that supply-
side economics would get America moving again and that “arising
tide lifts all the boats,” by which he meant that poor people would
benefit from an improved economy as well as the rich. His oppo-
nents labeled this philosophy “trickle-down economics.” Second,
President Reagan called for private enterprise and America’s long-
standing system of volunteerism to play a more active role in help-
ing meet some of the social needs of the nation. To this his oppo-
nents claimed that he was thinking only in terms of charity and
not justice.

The Reagan call for the private sector to become more involved
in social needs opened wide a debate which had been going on for
decades. Fifty years ago corporate leaders were convinced that
their sole responsibility was for the welfare of their shareholders
through the maximization of profit. Corporate leaders themselves
were free to give to charity, but they scorned suggestions that their
companies should divert any assets for public good. Over the years
that position has been changing. Today some corporate executives
feel that private-sector organizations, like individuals, have a
responsibility to contribute to the welfare of society. A more self-
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serving stance is taken by other leaders in the private sector who
point out that the free-enterprise system itself is threatened in a
society where the social needs of citizens go unattended. And
there still remain a substantial number of corporate executives who
are convinced that their contributions to society lie in operating
an enterprise which is profitable and thereby provides benefits to
shareholders, work to employees and a viable economy for society.

Again we have a demonstration of the flexibility of the guided-
market system as practiced in the United States. President Reagan
caused all Americans to examine the extent to which the public
and the private sectors should contribute to the welfare of the na-
tion. Is it true that excessive spending by government throttles a
nation’s economy? If so, how much is too much? To what extent do
government regulations on business in the area of environmental
concerns, safety and health, consumer protection and the like
contribute to a drag on the economy? What are the responsibilities
of the private sector with regard to contributing to the common
good of a society? How can we be certain that the needs of all types
of citizens will be met unless government assumes that role? These
are the types of questions which President Reagan caused to be
raised. It again demonstrated the ability of the American system to
deal with issues of freedom, justice and responsibility.

There is another side to the issue of who is to provide welfare
services, one which is not directly related to the impact of these
services on the nation’s economy. It is the matter of the effect and
means of delivering such services. One of the criticisms of ele-
ments of the American welfare programs is that they have created
a dependency among the people who were to have been helped.
The eligibility requirements for some programs were such that
people found it better for their own self-interest to become com-
pletely dependent on the system rather than to be only partially so.
For example, low-income working poor who do not have sufficient
personal financial resources to afford legal services or secure cer-
tain health assistance, but who at the same time earn too much tobe
eligible for government programs which provide these services,
often find that it is to their advantage to stop working altogether
and go on full welfare. Moreover, dedicated social workers fre-
quently become frustrated and disillusioned as they find them-
selves spending more time filling out reports, verifying eligibility
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and writing funding proposals than in seeing the people who need
their help. They find themselves serving some program rather than
serving people. The reality of ineffective and inefficient delivery
of welfare services also raises questions as to whether other
methods might better serve the cause of justice.

Other nations have looked at these same questions and have
approached them in different ways. We need now to look at a few
of the methods by which other democratic capitalistic nations
handle the issues of freedom, justice and responsibility.

Some Other Approaches
The two nations which come to mind whenever one talks about
issues of welfare and national productivity are Sweden and Japan.

Although over ninety per cent of all industry in Sweden is pri-
vately held, government involvement in all aspects of that nation’s
economy is so pervasive that some people would question whether
it could be classified as a democratic capitalistic system. Not only
does government provide generous welfare benefits toindividuals,
but in recent years subsidies as high as ten per cent of costs have
gone to Sweden’s aging industries in order to keep them competi-
tive in world markets.

Of all nations, Sweden is most commonly recognized as the
paragon of the welfare state. Among the principal features of its
welfare system are a national health insurance, a pension system,
free prenatal care and child delivery, annual allowance to the
mother until the child reaches the age of sixteen, free tuition at
Swedish universities, home-furnishing loans for newly-weds
and rent subsidies for large families. Under a national policy of
full employment, the state operates a job service, moves unem-
ployed persons to areas where work is available and offers retrain-
ing to those who lose jobs through automation or disability. As a
result of all of these services, Sweden has been able to keep un-
employment very low and has boasted of the longest life expec-
tancy and lowest rate of infant mortality of any nation in the world.

In recent years, however, much hasbeen written about Sweden’s
having exceeded the capacity of its economic system to support its
extensive welfare structure. Back in the 1950s and 1960s, Sweden’s
public expenditures amounted to from 30 to 40 per cent of the gross
national product (GNP), and the economy was purring along in
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good shape. However, by 1980 public expenditures had increased
to about 65 per cent of GNP, and the economy was in trouble. (I
must hasten to point out that in the early 1980s almost all world
economies were in trouble.) Economists differ widely in their
opinions as to how much of Sweden’s economic distress can
be blamed on its high allocation of GNP to government spend-
ing.

What is fairly clear, however, is the effect which high govern-
ment spending has had on the incentives of individuals and cor-
porations. Marginal tax rates for the average worker have moved
to 60 per cent, and when reduced transfer payments for above-
average incomes are considered, the marginal rate approximates
80 per cent. The effect of such a staggering tax rate is to remove any
incentive for overtime and to increase absenteeism. Why work
overtime if 80 per cent of what I earn goes to the government? Why
not stay home today? I'll only lose 20 per cent of a day’s pay any-
way. According to a survey made by the Swedish Metal Trades
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