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1 Introduction

Having discussed matters of principle importance for the judgment of items relevant to
this research problem, now some more specific information regarding the church’s teaching
on taxes, tax-like contributions, tax administration and spending and tax policies. When
browsing through standard documents such as the Compendium (2005) or Vatican Websites,
one notes immediately, that there is relatively little on that topic. Why is that?

1.1 Taxation: Hardly of interest?

Regarding taxation the great man of CST, Oswald von Nell-Breuning, admits that
there is very little attention given to it in Catholic Social Teaching.! And he provides a
convincing illustration of the point himself: The authoritative Compendium “Texte zur
Katholischen Soziallehre”, which has been edited by himself. In its 9™ edition of 2007, it
provides the most essential documents of CST on 803 pages and contains only 3 references to
“tax policy”. Why this is the case, there are many reasons.

For centuries, “church princes” were, since unobstructed by estate and inheritance
issues, wealthier than worldly princes. At the same time one has to bear in mind that during
those times the church was the main provider of social security and social assistance and
admittedly spent a lot of that money that way on charitable institutions and alms (Booth,
2007d, p. 111).

Regarding the question of taxes and the secular state in the past, the church was
reluctant on taxation because many states collecting them were squandering those for the sake
of a king, nobility or military excursions. It was only comparatively recently that Oswald von
Nell-Breuning indicated that today’s state is very different from those states and therefore
needs our tax compliance (see E/111/2.6.3).

But there are other reasons for church restraint as well. For example, that nowadays
the church is too much involved into the tax game herself, with implications arising. First, the
church is a major landowner, in Germany the second largest after the state, which would call
in principle for the payment of Real Property Taxes. In fact, the question of Real Estate
taxation stood right at the beginning of Catholic Social Teaching (see 2.4). In many places,
e.g. in GER, KEN and ZAM, the church is tax exempt for real property, in KEN at the same
time opposing heavily plans to improve on the taxation of real property.

! In den Dokumenten der katholischen Soziallehre ist von Steuern und Steuerstaat auffillig wenig die
Rede.© (Nell-Breuning, 1980, p. 67)
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Additionally in Germany, the state collects Church Tax, i.e. one tenth of a person’s
Income Tax, and forwards those proceeds to the German bishops and in addition, the church
receives billions of Euros in “Staatsleistungen”, i.e. regular annual payments from Germanys
federal states to churches compensating for the confiscation of (some) church property during
the “secularization” period hundreds of years ago (see GW/1/5.3).

Clearly, there are many reasons for the church to tread carefully. And yet: The topic is
increasingly unavoidable and “the church” needs to position itself.

1.2 Interpretative context

To find such positions is, however, far from easy, as has been explained in previous
chapters, most importantly E/I: The Catholic Church, too, consists of people living in many
different cultures and regions. In other words: In spite of a common religion, the presence of
different cultures and value systems among its members makes it difficult to interpret that
religion. For example: the conclusions arising from tax related bible passages will be
interpreted differently by an African adhering to the Ubuntu-philosophy, to a German Ordo
Liberal or to an Anglo-Saxon adherent of free market ideology (see 2.1).

For that reason it also applies regarding taxation: ‘As such, the precise level of
taxation is a matter for prudential judgment informed, at least in part, by economic reasoning.
Therefore, the Church, in Her teaching has limited Her statements to general principles and
not made judgments about appropriate rates of taxation.” (Booth, 2007d, p. 112)

Or, as another scholar puts it, taxation seems to be too specific to be of importance
when discussing big issues of our economic, social and political life such as: ‘Politics ...
should be about moral choices. How do we protect human life and dignity? How do we fairly
share the blessings and burdens of the challenges we face? What kind of nation do we want to
be? What kind of world do we want to shape?’?

But: After having discussed all these questions and finding answers there will be yet
another question, which is very important when it comes to implementation: ‘How will we
pay for all that which we would like to be and what we want to shape?” Money is not
everything, but without money a lot is just not possible. And this brings in the question of
taxes and taxation.

These issues are often mirrored in the kind of statements one receives from different
hierarchical levels: the higher and more authoritative a statement within the church is, the
more balanced, the more ambiguous and the more open it is to various specifications. This
applies most to statements by church councils, Vatican Il included, and to papal statements.
The more “incarnate” a view is into a regional, national or local church context a statement is,
the more clear and unambiguous it is — but the less it is perhaps acceptable to people living
outside that regional, national or local context.

2 Collins/Wright: 7 and US Bishops (2004) Forming Consciences for Faithful Citizenship
http://www.usccb.org/issues-and-action/faithful-citizenship/
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From that historical and cultural background follow four general developments in the
body of the Church’s teaching in practical matters:

First, some views in the church’s teaching are evolving and changing over time, e.g.
the role of the state (see 2.4) or nor, e.g. regarding the relationship between labour and capital
(see E/1V/4.4). This may include that some older quotes are no longer valid since the
development of doctrine has shifted emphasis. Second: Some issues are simply abandoned
and no longer pursued because they are no longer of relevance. Third, other issues are no
longer worked upon because that which has been said cannot be said better or differently, i.e.
that which has been said many years ago it is still valid for using it in an argument (e.g. John
Paul 11 statements about the priority of labour over capital). Fourth: new issues arise since
modern times are changing. Even they are not listed among, or linked to, the new
contemporary “Rerum Novarum” in the Compendium (Pontifical Council for Justice & Peace,
2005, p. 155ff.), the will pose increasingly challenges for CST.

1.3 Research focusing

Whereas paper E/I11 was preoccupied with a general social ethical discussion of tax
justice related criteria and E/IV with more indirect implications of CST for the determination
of tax policies, legislation and tax enforcing instruments, this paper shall now have a closer
look at explicit and direct references to taxation in scripture, tradition and CST related
writings as well as specific tax instruments.

This essay does not claim any comprehensiveness. It will not be the task of this essay
to evaluate, assess and prioritize those papers in a systematic way. It is merely some sort of
“taking stock”. This paper will look into the past, but focus on the present.

2 Taxation in scripture and church tradition

2.1 Treatment of taxation issues in the Bible

If one looks up the bible via an easily accessibly search engine such as “Bible
Gateway”, applying this to (for example) the Revised Standard Version, Catholic Edition, one
gets 46 entries on tax, 11 on taxes and 23 on tax collectors. While the first two entries cover
Old and New Testament, the latter is confined to the New Testament.

One should not forget, of course, that tax-like contributions are also known under
other names and can be found under the “tenth”, “tithes”, (crown) “levies”, “offering” or
“tribute”... That way, mutually agreed permanent and mandatory gifts at fixed rates (i.e.
beyond the voluntary sacrifices given, e.g., by Cain and Abel) are already part of Gods
covenant with Abraham, see Gen 14:20 or 28:22.

Bible passages can, however, be interpreted in many ways. The famous example by
Jesus “Give Cesar what is Cesar and God what is Gods” (Mt. 22:17ff.) can, first of all, be
used for justifying the payment of taxes to the state. But there is much more in it: (Gregg,
2007), for example, argues from this bible passage that Jesus, by saying that, robs the state of
its divine character (which in those days it had due to the Roman pantheon with the Emperor

being the earthly representative of the Gods), and supports a separation of state and church,
7
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from which it is only a second step to argue for separate church taxes - which, conveniently, is
confirmed by the story of Jesus and Peter paying temple tax in Mt. 17:24.

Hence: How one uses and interprets the bible is more likely than not bound to the
interpreters value background and betrays more about him than it does about the bible.

2.2 Early church/Roman Empire

To start with: The expression “Catholic” has its roots in the tax system of the Roman
Empire. “Katholikos” was originally the title of a senior tax official in the larger provinces of
the Roman Empire before it was adopted by high church officials in the Eastern Christian
Churches or — even later — was associated with the (Western) Roman Catholic Church.?

The link between the Roman administration (including tax administration) and the
Church arises also from the fact that the church had a functioning infrastructure at a time
when the Roman civil administration collapsed. Hence the church assumed that role,
including collecting taxes. Pope Benedict XVI used the Sermon of St. Maximus to indicate
the historical importance of the Bishops in the administration and governance to the extent
that civil authorities relied on their advice and the influence they had over the faithful. He
illustrates this by using the support Ambrose offered to Flavius Magnus Maximus Augustus,
the Western Roman Emperor (383-388 AD). The Pope did this by referring to the cautious
and defensive attitude that Ambrose adopted to justify his famous project of redeeming
prisoners of war, which project called upon the Christian faithful to support the civil
authority.

By now sustained through legislation that invited Christians to redeem prisoners, Maximus,
with the collapse of the civil authority of the Roman Empire, felt fully authorized in this
regard to exercise true control over the city. This control was to become increasingly extensive
and effective until it replaced the irresponsible evasion of the magistrates and civil institutions.
In this context, Maximus not only strove to rekindle in the faithful the traditional love for their
hometown, but he also proclaimed the precise duty to pay taxes, however burdensome and
unpleasant they might appear (cf. Sermon 26, 2).

However, there was always an obligation to justice and fairness, most importantly due
to the treatment by St. Augustine in his “City of God”, by making a difference between just
kingdoms and great robberies. ‘Justice being taken away, then, what are kingdoms but great
robberies? For what are robberies themselves, but little kingdoms?>® A similarity between
kings and robbers is that both extract resources by force from productive members of society,
kings would be even worse by taking territory not formerly theirs. Whereas the robber’s
behaviour is considered antisocial, the king’s behaviour constitutes a public service and
requires justification. The robbers did not make overarching laws while the kings had the
authority and powers to make such laws, thus making the actions of the latter legal.

3 See e.g. http://www.katholische-
sonntagszeitung.de/index.php/sz/Service/jahr_des_glaubens_kurzkatechese _von_bischof_stephan_ackermann,
http://en.wikipedia.org/wiki/Catholicos and http://www.catholicose.org/Paulosell/Catholicate.htm,

4 Benedict XVI1, General Audience (2007, October) Retrieved from
http://www.vatican.va/holy_father/benedict_xvi/audiences/2007/documents/hf_ben-xvi_aud_20071031_en.html

5 Augustine of Hippo, The City of God [De civitate Dei] 4.4. The translation is that of Marcus Dods (New York:
Modern Library, 1993).
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2.3 Thomas Aquinas

Thomas Aquinas dealt more explicitly with the issue of what constitutes just taxation,
attempting to make a difference between just taxation and legal plunder, an important
question for Christian ethics. He tried to give another perspective of what St Augustine said
on tax ethics by comparing kingdoms and robberies. Accordingly in his “Summa
Theologica”, he cites Augustine’s “City of God” chapter 4.4, making reflections on the
question on just taxation and robbery. Aquinas asserts that the moral law against robbery
applies just as much to princes as to private persons, thus condemning any acts of the
sovereigns forcibly taking resources from their subjects. Nevertheless to him, taxation is not
always robbery. The distinction between just taxation and legal plunder hinges on the prince’s
official capacity as guardian of the public good. He considers “robbery”, used by St.
Augustine as, ‘... a certain violence and coercion employed in taking unjustly from a man that
which is his.” However, he observes that princes, entrusted with public authority and as
guardians of justice have moral authority to employ coercion, but only ‘within the bounds of
justice’ to ‘exact from their subjects that which is due to them for the safeguarding of the
common good. This may involve the use of violence in so doing. On the other hand, Aquinas
argues that ‘to take other people’s property violently and against justice, in the exercise of
public authority is unlawful, making the prince guilty of robbery. In Thomas’ view princes,
who extort property from their subjects beyond the bounds of justice ‘are bound to
restitution,” just as robbers in the private sector would be.® He therefore tries to make a
distinction between what would be considered just taxation, even if forcibly done, by referring
to the intention; and goes on to condemn other acts of violence in which those in authority
would violently take property, as robbery. This would therefore justify any acts of the state
that are aimed at taking revenue from the citizen for the common good.

For Aquinas, the prince’s position as guardian of public justice justifies the tribute he
levies on the people as payment for his services to the public. Basing his ideas on Paul’s
Epistle to the Romans, Aquinas affirms that taxes [tributa] are due to the prince ‘as a sort of
salary for his ministry.” He understands Paul’s rationale for the obligation of paying taxes to
civil rulers in Romans 13:6 as parallel to the same apostle’s rationale for the justice of wages
for Christian ministers: ‘Each one ought to make a living out of his own ministry 1 Cor. 9:7,
like the one who tends a flock consuming some of its milk. The ministry of princes is the
preservation of the public peace, in return for which they receive an allowance in form of
taxes [tributa] for this sort maintenance of peace for all. This tribute is not, the reward
[praemium], but the living to which they are entitled. He emphasises that the justification of a
prince’s collection of taxes is his status as one who fights for the common good. Aquinas
distinguishes the tax [tributum], which is paid to the prince for the general administration,
from the princely revenue or duty [vectigal] the payment for and maintenance of the services
rendered, like merchants’ goods delivered for the maintenance and repair of roads. He

® (Aquinas, 1920) Summa Theologica II-11, Q. 66, art. 8, objection 3, responsio, and reply objection 3.
Agquinas cites City of God 4.4 in the reply to objection 3.
9
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therefore provides a moral foundation for the duties, to which the prince is entitled to take fair
payment for the provision of public services from those who chiefly benefit from them.’

In return for these privileges of exacting taxes Aquinas was quick to note that the
prince may: exact more than the populace can afford to pay or more than is permitted to him
by established law, ‘... a kind of pact between the king and the people’, or he may exact
lawful taxes from the people but fail to fulfil his duty to provide for the public good. In fact,
princes are also bound to refund money to taxpayers if they neglect their duty, like failing to
suppress theft, for which they earn their salary. For Aquinas, the proper function of taxation is
administrative. It is justified by the prince’s provision of necessary public services, such as
defence, suppression of crime, preservation of domestic peace and order, and infrastructure,
and thus taxes are morally legitimate only as long as the prince faithfully executes these
obligations. To him therefore, taxes provide the prince with a living and to cover the costs of
his administration. Its scope is limited by a kind of social contract between the prince and the
populace, and its collection qualifies as legal plunder if this purpose and scope are disregarded
(Todd Meredith, 2008, p. 44).

2.3.1 Comments

This is a very minimalist approach to the relationship between state/government and
taxation and, basically, very close to Adam Smith and, by that, would certainly show a lot of
difference in the current trends in the Catholic Social Teaching, which emphasise a more
redistributive approach. Meredith Todd agrees that Aquinas view of just taxation does not
confer any duty on the part of the prince to direct tax revenues to provision for the physical
needs of the poor or to redistribute the wealth of the more affluent members of the community
to those of limited means. This point is significant, considering that much of the recent
discussion of the tax question by the Catholic Social Teaching and other Christian ethicists
increasingly assumes that the moral question of taxation is fundamentally one of distributive
justice and that distributive justice means redistribution of wealth by the state. It is now often
taken for granted that the provision of food, housing, medical care, and schooling, to the
poorer class of citizens at the expense of the richer, is part and parcel of the state’s
administration of justice, through any tax system (Todd Meredith, 2008, p. 44).

On the other hand, more questions could also arise from the view Aquinas holds about
the prince’s absolute role in taxation if perceived in the context of the state today. For
instance, what would Aquinas still consider it morally and ethically right for governments in
countries where immediate priorities would involve addressing issues of human security—
poverty, health, education, and yet choose to devote a bigger portion of the national budget to
purchase arms, ammunitions and other military equipment for protection against perceived
enemies? Again, Aquinas emphasises the role of the rulers/states governments (modern times)
in administration and management of the tax revenues but does not and only emphasises that
the citizens have to pay what is due to the state. This does not offer any ideas about the

7 According to Christopher Todd Meredith, the prince would be entitled to two types of duties: tolls the prince
collects on the transportation of merchandise and rights of maintenance he enjoys from local communities when he travels.
(Todd Meredith, 2008, p. 43)

10
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mechanisms that should exist in a state to allow the citizens play such a role for a more
effective use of tax revenue.

One present-day Christian thinker John Finnis however argues that Aquinas’ ideas on
just taxation also implied redistribution too. According to Finnis, Aquinas considers the
proper function of civil government as the provision of peace through, among others, ‘a
sufficiency of at least the necessities of life’ (Finnis,1998; 227) Therefore, Finnis interprets
his component of peace, as a reflection that Aquinas also thought about redistributive
taxation. Finnish admits that ‘Aquinas tends to speak of taxes as a kind of stipend for
governing’, nevertheless he insists that a broader purpose for taxation is implied by Aquinas’s
views on the responsibility of rulers to provide for their subjects and of the proper use of
legislation to encourage the use of goods in common. Additionally, he sees the king as the
provider for his people in his position as the ruler and in using the law to regulate the common
use of goods. However, he admits that some of these roles are not explicitly stated in
Aquinas’ arguments about just taxation but rather inferences made according to some of his
thoughts.

Interesting, too, ElImar Nass and his review of neo-Aristotelian thought: Based on
Aquinas, he deducts the entitlement of the poor for some (social) minimum standards. If those
minimum standards are not provided by the state or contemporary wealth-holder, he argues it
constitutes some right to self-defence on part of the poor.®

2.4 CSTs evolving view on the state and taxation

For the Church, the crucial question is indeed whether the common good of all, and
special care of the poor, is best served via the obligations arising from love and charity, thus
voluntary, or whether there is an obligation by the state to step in. And if the latter has to be
the case the question is whether the best effect is obtained by taxation or other, e.g. market-
based, means:

Traditionally, the emphasis is on private charity and the exercise of individual freedom
of choice, even in early CST encyclicals. A good summary of that discussion is given in
(Booth, 2007d).

Ironically, the famous first Encyclical which (kind of ) inaugurated Catholic Social
Teaching, namely Pope Leos Rerum Novarum, is said to be sparked off by the perceived need
to attack a specific tax proposal, namely Henry Georges Single Tax which aims to tax the
value of Real Estate.® Knowledgeable experts report that the Pope was urged to take his

8 (Nass, 2016): In German “Notwehr”, which is much stronger than self-defence.

% See (Frambach & Eissrich, 2015, S. 25ff.). The relevant passage here is “To remedy these wrongs the
socialists, working on the poor man's envy of the rich, are striving to do away with private property, and contend
that individual possessions should become the common property of all, to be administered by the State or by
municipal bodies. They hold that by thus transferring property from private individuals to the community, the
present mischievous state of things will be set to rights, inasmuch as each citizen will then get his fair share of
whatever there is to enjoy. But their contentions are so clearly powerless to end the controversy that were they
carried into effect the working man himself would be among the first to suffer. They are, moreover, emphatically
unjust, for they would rob the lawful possessor, distort the functions of the State, and create utter confusion in
the community.” RN, Nr.4
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stance due to pressure by Italian and Irish Bishops who feared for their land rents.° And
indeed: Henry George also perceived the encyclical to be directed against his idea which is
why he replied with an open letter titled “The Condition of Labour”.!!

The encyclical starts with the view that the situation of the poor may be deplorable and
first, of course, advocates charity and almsgiving. Beyond that, “the law ... should favor
ownership, and its policy should be to induce as many as possible of the people to become
owners.” (RN 46). “If working people can be encouraged to look forward to obtaining a share
in the land, the consequence will be that the gulf between vast wealth and sheer poverty will
be bridged over” (RN 47). Following this thread of though, Leo even expounds that private
property is a right of nature, a view which Thomas Aquinas never held (see E/IV/4.5.1). The
right to possess private property is derived from nature, not from man; and the State has no
means to absorb it altogether via (excessive) taxation which, in consequence, is against the
natural order: ‘The State would therefore be unjust and cruel if under the name of taxation it
were to deprive the private owner of more than is fair.” (ibid.)

The previous was re-quoted and confirmed by Pius XI in QA Nr. 49 & 50, where the
Pope explicitly defends the (natural) right to pass on property via inheritance®? because Man
is Older than the state. In consequence, also Pius XI considered charity and investment to be
much better than taxation, at the same time emphasizing that the wealthy are under ‘very
grave’ obligation to share that which they do not need for their own upkeep with the poor. But
he himself realizes that between obligation and practice is a gap and yet he prefers the
redistribution of property as well, following the line of Leo.

Vatican Il criticizes inequality in income and wealth stronger than earlier councils and
writings and even admits that the ‘complex circumstances of our day make it necessary for
public authority to intervene more often in social, economic and cultural matter’ (GS 74). It is
also interesting that the obligations of love are by now joined by the obligations of justice.
And it is here that the only mentioning of the world “tax” occurs: NOT as a remedy against
poverty and inequality, but only the appeal that cheating is not permitted, especially, if the
obligations imposed are light'? - one further proof that it is always easier for complex

10 From a private mail by a scholar on Land Tax issues: ,,Die Kirche ist nicht nur in Afrika der groRte
Grundbesitzer, sondern auch in Griechenland, was die Einfiihrung einer Bodenwertsteuer unmdéglich gemacht
hat. Die Enzyklika Rerum Novarum war gegen Henry George gerichtet (dem Erfinder der Bodenwertsteuer),
weil sich vor allem die italienischen und irischen Bischife gegen die Aneignung der Bodenrente wehren wollten.
Die Haltung der Kirche zur Bodenfrage war und ist skandalos.* Literature: Hubert Wolf (Hg.), Sabine Schratz
(2010) Das Gift des alten Europa und die Arbeiter der Neuen Welt - Zum amerikanischen Hintergrund der
Enzyklika Rerum novarum (1891) Schoeningh, Paderborn. Siehe auch (GrofRe-Kracht, 2016).

11 https://www.henrygeorgefoundation.org/the-science-of-economics/letter-to-pope-leo-xiii.html This
issue shall not be deepened here because this position is clearly more differentiated nowadays.

12 “The natural right itself both of owning goods privately and of passing them on by inheritance ought
always to remain intact and inviolate,since this indeed is a right that the State cannot take away: "For man is
older than the State,"[34] and also "domestic living together is prior both in thought and in fact to uniting into a
polity."[35]” QA 50

13 GS 30: ‘It grows increasingly true that the obligations of justice and love are fulfilled only if each
person, contributing to the common good, according to his own abilities and the needs of others, also promotes
and assists the public and private institutions dedicated to bettering the conditions of human life. Yet there are
those who, while possessing grand and rather noble sentiments, nevertheless in reality live always as if they
cared nothing for the needs of society. Many in various places even make light of social laws and precepts, and
do not hesitate to resort to various frauds and deceptions in avoiding just taxes or other debts due to society.’
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institutions to be against something (inequality) than finding agreement on a positive remedy
(tax based redistribution).

John Paul 11 takes the justice requirement addressed to the social and political
framework one step further. In the famous paragraph where he both introduces the
preferential option for the poor and the concept of the “social mortgage” of private property
he argues that the requirements arising from the preferential option of the poor is both
individually and based on charity, but that there is also a social dimension: ‘It affects the life
of each Christian inasmuch as he or she seeks to imitate the life of Christ, but it applies
equally to our social responsibilities and hence to our manner of living, and to the logical
decisions to be made concerning the ownership and use of goods.” (SRS 42). In the following
paragraph he writes that this preferential option ‘must be translated at all levels into concrete
actions, until it decisively attains a series of necessary reforms. Each local situation will show
what reforms are most urgent and how they can be achieved.” (SRS 43). Surprisingly, the
word “tax” never appears and John Paul II seems to have a lot of hesitancy towards that, to
the big joy of all those who are in favour of “lean government” — and John Paul 1l seems to
prove them right:

In Centesimus Anno John Paul I1, while once more avoiding any mentioning of taxes
and taxation, explicitly warns of ‘creating a new type of State, the so-called "Welfare State"
... dubbed the "Social Assistance State". Malfunctions and defects in the Social Assistance
State are the result of an inadequate understanding of the tasks proper to the State.” CA 48).
Possibly building on that, but even more explicit, is the Compendium on Social Doctrine
when saying ‘solidarity without subsidiarity, in fact, can easily degenerate into a “Welfare
State”.2 (Pontifical Council for Justice & Peace, 2005, p. 152)

But, here again, what this specifically and justifiably means needs to be spelled out in
every local, national and cultural context, and at least within the German Context there is
always a distinction between the positive concept of the “Welfare State” and the negative
concept of a “Social Assistance State”. Major theorists always emphasized that the state must
support the individual, not patronize it."®

The following statement by Alberto Gonzales can be taken as a summary of the
previous overview. By interpreting Jesus’ statement “Render unto Cesar”, Gonzales puts the
relationship of taxation, state and society in the context of most/all relevant CST principles

Taxes are established in the sole interest of the common good of a society; as such, the moral
law governing the legitimate application of taxes takes many factors into account. Solidarity
would require that the basic needs of every member of society be protected, and distributive
justice would assert that the wealthy have a responsibility toward the poor in their society;
taxation is a viable mechanism to serve that purpose, though it is not the only avenue by which

14 At the same time, the Compendium agrees on the important link between taxes and the state in some
general terms, see below, 5)

15 For the difference between “Wohlfahrtstaat” und “Versorgungsstaat siche (GroRe-Kracht, 2016).
Nell-Breuning: Der Wohlfahrtsstatt habe ,,seinem Sinn und Wesen nach das Gemeinwohl zu verwirklichen und
dadurch die allgemeine Wohlfahrt zu fordern. Wenn der Staat aber in den Fehler verfall, ,.die Selbstindigkeit
und Selbstverantwortung der Einzelnen durch seine Tétigkeit, statt zu ergénzen, ersetzen zu wollen®, dann
entarte er zum Versorgungsstaat. In: (Hagedorn, 2018, S. 42).
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that goal may be secured. Furthermore, subsidiarity would call for a respectful consideration
on the part of the State of the needs of individuals, families, and local communities so that
they are not taxed beyond the point where they would no longer be able to provide for their
own necessities.

3 Markets and States, human beings and the poor

First of all, two context chapters are important to spell out the starting point of the
churchs’ reflection. One has to start with explaining the gradually emerging preference for
state and democracy rather than markets and capital. There is a wide diversity of tasks for
states and administrations which need to be considered and addressed and where taxation
pops up and is dealt with, both regarding tax collection and tax spending.

3.1 Financial-economic order, common good, human well-being

A recent joint publication of the Congregation for the Doctrine of Faith and the
Dicastery for Promoting Integral Human Development (2018) had a look at the global
financial and social order and tried to provide both an ethical analysis and some guidelines for
reform. Within this context, the paper also deals with Offshore Havens and tax crimes.

The paper affirms the important role, markets, finance, profits etc. do have in
advancing economies and societies. The state, however, that the 2007 crisis revealed excesses
which were not remedied adequately until the present day. Quick profit for its own sake, but
misusing unfair advantage in size and knowledge, benefitting the few rather than all, is
morally wrong, forgetting that successful markets rely on immaterial goods which markets
cannot generate is short-sighted (Nr. 9). “The integral development of every person, of every
human community, and of all people, is the ultimate horizon of the common good that the
church ... seeks to advance.” (Nr. 2). ...”No profit is in fact legitimate when it falls short of
the objective of the integral promotion of the human person, the universal destination of
goods, and the preferential option for the poor.” (Nr. 9), “Markets and market actors, if left to
their own, tend to create “centers of power that incline towards forms of oligarchy and in the
end undermine the very efficiency of the economic system” (Nr. 12).

This is why regulation is so important and, since markets, financial actors and big
enterprises are transnational, political and state cooperation is essential: “The understandable
difficulties in this regard should not discourage the search for and imposition of concordant
normative systems consolidated among different nations but with supranational scope.” (Nr.
21). Important for regulations to work is “complete transparency regarding whatever is
traded.” This transparency is also key to combat the concentration of economic power. From
this follows a comprehensive treatment of Offshore Tax Havens, see #

16 (Gonzales, 2013). Interesting enough, this contribution cannot be found anymore and even more
intriguing is the question whether the person quoted is indeed the former US Attorney General.
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3.2 Securing social cohesion and social peace

Pius XI sets out that some state action may be required to avoid not only unjust
situations, but bring about and secure social cohesion and social peace which then will also
benefit wealth holder.’

CST knows the argument that state intervention/taxation may be justified on grounds
of securing social cohesion and social peace since if inequality is getting unacceptable it may
endanger the common good of all (Fisch, 2016a, p. 99f.)

3.3 Caring for infrastructure and institutions

In Book V of his Wealth of Nations, Adam Smith argued already that there are
essential tasks for society which are of little attraction to the private investor, among which is
the publicly used infrastructure. In their book “Wealth and our Commonwealth”, whose focus
is on Wealth Taxation, Gates and Collins recall the CST position that ,,there is a ,social
mortgage on capital”’: “Part of society’s claim is the recognition that owners did not create
wealth alone. ‘They have benefited from the work of many others and from the local
communities that support their endeavours.”” (Gates & Collins, 2002, p. 120). Nobody created
wealth on his own, most things needed (legal security, law enforcement, infrastructure) is paid
for with tax dollars. For that reason, also Foundations are no alternatives, especially not if
they serve the purpose of tax avoidance.

3.4 Securing individual freedoms and capabilities

A major issue arising from CST is the question how the individual is put in a situation
that he can develop and exercise his capabilities and subsequently participate in social and
political life of his community. Here it is obvious that market distribution of income is not
adequate to counter some disadvantages, i.e. some state intervention is seen to be necessary.
(Fisch, 20164, p. 99).

Here, one has to distinguish the liberal concept of subsidiarity and the CST concept of
subsidiarity: While the former put everything to individual responsibility and risk, the latter
also emphasis that the superior level has to provide support to the inferior level where those
acting there are not capable of getting most out of their capacities (GroRe-Kracht, 2016)

3.5 Basic welfare/material needs/insurance
On that background, one has to be mindful between the distinction between equality,
equity and reality.

17 <yet when the State brings private ownership into harmony with the needs of the common good, it
does not commit a hostile act against private owners but rather does them a friendly service; for it thereby
effectively prevents the private possession of goods, which the Author of nature in His most wise providence
ordained for the support of human life, from causing intolerable evils and thus rushing to its own destruction; it
does not destroy private possessions, but safeguards them; and it does not weaken private property rights, but
strengthens them.” QA 50
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Accordingly, the question is ever more urgent: What needs to done specifically about
the poor and others “left behind” and their justifiable needs? Here a number of sources argue
that the state is in charge:

John XIII: The public administration must therefore give considerable care and thought to the
guestion of social as well as economic progress, and to the development of essential services
in keeping with the expansion of the productive system. Such services include road-building,
transportation, communications, drinking-water, housing, medical care, ample facilities for the
practice of religion, and aids to recreation. The government must also see to the provision of
insurance facilities, to obviate any likelihood of a citizen's being unable to maintain a decent
standard of living in the event of some misfortune, or greatly increased family responsibilities.
MM 64

John Paul II: The obligation to provide unemployment benefits, that is to say, the duty to make
suitable grants indispensable for the subsistence of unemployed workers and their families, is
a duty springing from the fundamental principle of the moral order in this sphere, namely the
principle of the common use of goods or, to put it in another and still simpler way, the right to
life and subsistence. LE 18

Once more the question arises, where the money for all that will come from. The US
Bishops suggested:

Government may levy the taxes necessary to meet these responsibilities, and citizens have a
moral obligation to pay those taxes. The way society responds to the needs of the poor through
its public policies is the litmus test of its justice or injustice. ... The dignity of workers also
requires adequate health care, security for old age or disability, unemployment compensation
(United States Conference of Catholic Bishops, 1986)
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3.6 Funding, not providing

However: In the attempt to keep public involvement in supporting the poor to as little
as possible, there is emphasis that the state should provide basic welfare, services, assistance
and goods, but not with an own institutional apparatus (Booth, 2007d, p. 135ff) ‘It seems
clear that Catholic Social Teaching supports giving the poor the means to purchase education
and health provision, although this should not necessarily mean universal free access and
certainly not state provision of these services’ (p.139) .

It is an outflow of the principle of subsidiarity that those closest to the problem are
those most able to solve it, but this meaning family and friends (Sirico, 2007). This does also
apply to local government within a federal-decentralized state-structure.

For this, solutions can be found disregarding whether the society is market friendly or
market skeptical: In the first, for example, vouchers can be issued which then are being spent
at a place of choice. In Germany, the state delegates certain functions to NGOs and Welfare
Organizations.

3.7 Empowerment, citizenship, democratic participation

Only if peoples’ abilities are adequately developed and thus empowered, they realize
two things: First, that “the system” is indeed beneficial for their interests, and therefore,
second, engagement is worthwhile after they have been enabled adequately to participate in
developing the Common Good in which they are stakeholder with ownership. This will
motivate them to engage and participate in democratic procedures.

A good Christian is a good citizen. You must love your country, obey its laws, respect your
leaders, and pay your taxes. You are called to take your due part in political, social, economic
and cultural affairs. When you are eligible, you should vote and be voted for in political
elections.'®

Our society has developed a variety of services and institutions for the protection and well-
being of its members. Such provision enables the majority to live in freedom from want and
with possibility of fulfilling their aspirations and potential abilities. This costs money.
Probably very few pay tax with enthusiasm, but it is a way in which we contribute to the
common good. The parallel with paying tax to Caesar is not exact, but the Pax Romana had
many advantages. Peace rather than war did much to allow society to flourish. If we pay tax
we want to have some say in ensuring the fairness of how the money is collected as well as in
its distribution between numerous claims. To do this satisfactorily, voting has to be taken
seriously. This is how we exercise responsibility. Some hold back from this, recognising that
politics involves compromise. A particular political party or candidate may not in every
respect uphold the values we think are important. But the alternative, refusing to vote, is also
the refusal to support the good that is possible. We also have a responsibility to be well-
informed. Proposals ought to be accepted only after their effects on all sections of society have
been considered. Investigation into causes and means of prevention need to accompany
generosity towards those stricken by disaster. Choosing policies of collaboration rather than

18 Address of John Paul 11 to the young people of Nigeria (1982, February 13). Retrieved from
http://www.vatican.va/holy_father/john_paul_ii/speeches/1982/february/documents/hf_jp-
ii_spe_19820213_giovani-nigeria_en.html
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competition would be ones more likely to enable human flourishing in a peaceful society.
(Smith, 2012, p. 3)

3.8 Enforcing justified contributions to the GLOBAL Common Good

Markets in their present forms are unable to consider adequately the global Common
Good. Rather, they tend to exploit conditions in some place for the benefit of others, mostly,
because standards in that exploited place are lower than in others. This, of course, applies for
conditions of labour as well as the overexploitation of natural resources. In a world linked by
financial as well as migratory “flows”, however, we have to adapt to the fact that the
Common Good has to be thought universally and no longer locally. If it does not happen, we
will inevitably reap its unpleasant consequences:

Profound and rapid changes make it more necessary that no one ignoring the trend of events or
drugged by laziness, content himself with a merely individualistic morality. It grows
increasingly true that the obligations of justice and love are fulfilled only if each person,
contributing to the common good, according to his own abilities and the needs of others, also
promotes and assists the public and private institutions dedicated to bettering the conditions of
human life. Yet there are those who, while possessing grand and rather noble sentiments